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Thisis

Handelsbanken

Handelsbanken was founded in 1871. As the Bank closes the books on our 150th
year of operations, we are one of the world’s strongest banks.

Our idea of how to run our Bank is based on trust and respect for individuals,
both customers and employees. At Handelsbanken, we strive to evolve and
improve, so that we can be the best possible bank for our customers. We create

value in each customer meeting.

Handelsbanken's ambition is to provide the best banking experience within
financing, savings and advisory services. We see potential for continued strong
business development and profitable growth at a low risk, facilitated by satisfied
customers. The Bank's primary markets are Sweden, Norway and the UK, but
we also have operations in the Netherlands, Luxembourg and the USA.

The year in brief

Profit for the year increased by 25% to SEK 19,543m
(15,588). Profit for the year from continuing operations
increased by 29% to SEK 18,848m (14,557).

Earnings per share grew by 25% to SEK 9.86 (7.87).
Return on equity increased to 11.8% (10.0).
Operating profit went up by 25% to SEK 23,475m (18,797).

Net interest income increased by 1% to SEK 29,391m
(29,079).

Net fee and commission income went up by 18% to
SEK 11,458m (9,670). Commission income from fund
management grew by 36%.

Income climbed by 7% to SEK 43,347m (40,368).

Expenses decreased by 5% to SEK -19,843m (-20,927).
Adjusted for the provision for Oktogonen, items affecting
comparability and exchange rate movements, expenses
rose by 3%, or SEK 603m; this was entirely attributable

to a SEK 718m increase in development expenses.

The C/I ratio improved to 45.8% (51.8).
The credit loss ratio was 0.00% (0.02).
The common equity tier 1 ratio was 19.4% (20.3).

The Board proposes a dividend of SEK 5.00 per share.

The Bank has decided to cease its operations in Denmark
and Finland. A process has been initiated to divest these
two business segments. From a commercial perspective,
our objective is to have a presence where the conditions
are optimal for profitable growth and a strong market
position. With this in mind, we are bolstering the Bank’s
ambitions in Sweden, Norway and the UK.

The Bank has adopted five ambitious sustainability goals
within the areas financing, investment and advisory
services, based on, among other things, the UN Principles
for Responsible Banking and the Paris Agreement. The
Bank has also published a climate report covering our
lending, which has been prepared in line with the
recommendations of the Task Force on Climate-related
Financial Disclosures (TCFD).

Handelsbanken is rated highest among all Nordic actors
within Private Banking. This is apparent when compiling
the year’s surveys undertaken by Kantar Sifo Prospera
among high net worth individuals and owner-managed
businesses in Denmark, Finland, Norway and Sweden.

Handelsbanken has the highest credit rating in the world
for a privately-owned bank from Fitch, Moody's and
Standard & Poors.

Handelsbanken has been ranked as the safest commercial
bank in Europe, and the third safest globally, by Global
Finance.
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Banking our way

We will never be a bank just like all the others. With our integrity, approach
to risk and sustainability, and a unique, long-term perspective, we create
customer relationships that last through all of life’s different stages. Our idea
of running a bank is based on trust and respect for the individual. We offer
our customers:

One of the world’s safest banks

Financial strength and consistent stability make Handelsbanken a bank to rely on, regard-
less of the business cycle. As a result, we have been ranked by Global Finance as the safest
commercial bank in Europe, and the third safest globally. Handelsbanken is the only major
Swedish bank that has not sought financial support from either taxpayers or shareholders
in times of financial crisis, and no other privately owned bank in the world has a higher
overall rating than Handelsbanken.

Unique long-term perspective

We always give our customers the best long-term advice, regardless of what is the most
A profitable product for the Bank in the short term. The Bank has no volume requirements,
H H H budgets or centrally determined sales targets. Our employees who meet customers do not

receive variable remuneration - no bonuses or commissions - and thus have no personal

financial incentive to offer customers a certain service or product. Instead, Handelsbanken

measures its success in terms of customer satisfaction, cost effectiveness and profitability.

This gives our business a unique, long-term perspective.

Value in each customer meeting

For us, long-term relationships start with meetings between people. Customer meetings
are therefore at the core of everything Handelsbanken does, whether it is providing
day-to-day assistance via digital services or giving expert advice in connection with major
life events. In every meeting, we listen and learn, to ensure that our offering matches our
customers’ needs. This leads to better decisions and more satisfied customers.

Partnership for sustainability
We are convinced that achieving profitability and contributing to a sustainable world are
% not mutually incompatible. Quite the opposite. With us, our customers have a bank that

works by their side, taking a long-term approach and applying specific, proven methods.
@ We invest our customers’ savings in a sustainable way, we work actively towards achieving

gender-equal advisory services, we finance companies in their energy transition, and we

are committed to finding solutions for a sustainable society. Our goal is to be the most sus-

tainable bank and, together with our customers and partners, to create a sustainable future.

New insights and knowledge

‘We aim to generate value by finding solutions to both minor and major issues, for our

customers and for all of society. Our customers have access to the knowledge and insights
y of our most prominent experts. We want to give our customers the best possible conditions

to make better financial decisions, by sharing new, relevant insights and contributing to

improving their awareness of economic issues.
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Brief information

Handelsbanken’s Annual General Meeting 2022

Handelsbanken’s Annual General Meeting (AGM) for 2022 will be held on Wednesday, 23 March 2022. Shareholders wishing to attend
the AGM must be entered in the register of shareholders kept by Euroclear Sweden AB, by Tuesday, 15 March 2022 at the latest, and
have registered to attend the meeting by no later than 22 March 2022. To be entitled to take part in the meeting, shareholders whose
shares are nominee-registered must also request that their own name be registered in the register of shareholders kept by Euroclear.
This registration may be temporary (registration of shares for voting rights) and can be requested of the nominee according to the
nominee’s procedures, giving sufficient notice as specified by the nominee. Registrations of shares for voting rights completed by
Thursday, 17 March 2022 will be respected when the register of shareholders is drawn up. Further information about the AGM can

be found in the notice of the meeting published on the Bank’s website, www.handelsbanken.com/agm.

Dividend

The Board proposes a dividend of SEK 5.00 per share. The Board proposes that the record day for the dividend be Friday, 25 March
2022, which means that the Handelsbanken share will be traded ex-dividend on Thursday, 24 March 2022. Assuming that the meeting
resolves to accept the proposal, the dividend is then expected to be disbursed by Euroclear on Wednesday, 30 March 2022.

Financial calendar 2022
9 February Highlights of Handelsbanken’s Annual Report 2021

23 March Annual General Meeting
27 April Interim report January —March 2022
15 July Interim report January—June 2022

19 October Interim report January —September 2022

Financial information

The following reports can be downloaded or ordered from handelsbanken.com:
e annual reports and sustainability reports

e interim reports

e risk and capital management reports

® corporate governance reports

e remuneration report

e fact books.

Distribution

The Annual Report and Sustainability Report can be ordered from Investor Relations,
phone +46 (0)8 701 10 00 or at handelsbanken.com/ir.

Handelsbanken’s Sustainability Report 2021

Handelsbanken’s Annual Report and Sustainability Report 2021 contains Handelsbanken’s statutory sustainability reporting, found
on pages 37 to 73. Together with Handelsbanken’s Sustainability Fact Book 2021, this reporting comprises Handelsbanken’s com-
plete sustainability reporting for 2021. This is Handelsbanken’s twelfth Sustainability Report and has been prepared in accordance
with the ‘Core’ level of the Global Reporting Initiative (GRI) Standards. The Sustainability Report has been examined by the Bank’s
external auditors, whose report is reproduced on page 276 of the Annual and Sustainability Report 2021. Handelsbanken reports
each year on the Group’s sustainability work and the results thereof in the Sustainability Report, which covers the entire Group,
unless otherwise stated. The Sustainability Report also constitutes Handelsbanken’s Communication on Progress

Report to the UN Global Compact. WE SUPPORT
The statutory sustainability reporting describes how Handelsbanken addresses the most pertinent sustainability \)OV’AL Coy,
issues and includes disclosures on sustainability governance, activities and results in 2021. The Sustainability ;’ “\\\%,
Fact Book 2021 includes detailed breakdowns of results, GRI indexes and Handelsbanken’s reporting under the = ‘! -
Principles for Responsible Banking (PRB). The Sustainability Fact Book 2021 is available from \Q, !24’

S

handelsbanken.com/sustainability.

Svenska Handelsbanken AB (publ)
Corporate identity no.: 502007-7862
Registered office: Stockholm
handelsbanken.com

This report is also available in Swedish. Every care has been

taken in this translation into English. In the event of discrepancies,
the Swedish original takes precedence over the English version.
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THE GROUP CHIEF EXECUTIVE'S COMMENTS

150 years of banking our way

Handelsbanken's operating profit for 2021 was
SEK 23.5 billion. Never before in the Bank’s
150-year history has profit been so strong. While
this is of course gratifying, it is also entirely in
line with a century and a half of steadily climbing
profits, an expanding balance sheet and
increased value for shareholders.

| feel certain that the consistent — and largely unbroken — growth over
150 years can be attributed to the foundations on which our business has
stood since the Bank first opened its doors: stable finances, a genuine
focus on the customer, and the will and capacity to always change,
improve and embrace new ways of thinking.

The fact is that Handelsbanken came into existence for precisely this
reason — the will to move away from the same old ways of doing things.
The Bank’s founders each left their previous bank to satisfy their desire to
create an entirely new, modern bank. A bank for the future.

In the years that followed, the Bank introduced other novel ideas such
as occupational pensions, secure credit reserves and female decision-
makers. Today, of course, we take such things for granted. But back then,
they were revolutionary.

We have also learned a thing or two about preparing for the future dur-
ing our 150 years. For example, never to rest on our laurels. What is cut-
ting edge in the present can quickly be consigned to history. While some-
thing that works well today comes from yesterday’s flashes of inspiration.

This is why we need to constantly be on the lookout for new ideas — to
make sure we continue to succeed tomorrow. So although the business
performance is positive and customers are satisfied, we cannot allow our-
selves to become complacent. Instead, we must always be thinking about
what comes next: what shall we do tomorrow? How should we do it?
And maybe also where?

In this there is another, equally pertinent factor to consider: good ideas
often have a best before date. Something that worked well yesterday may
not be as effective tomorrow. Everything changes with time — and this
means that the Bank must also be prepared to change.

A universal bank, and branches all over the world: two good ideas, that
worked very well —for a very long time, too — but that have now run their
course. Some 10-20 years ago, customers wanted all their banking busi-
ness to be collected into one place.

Today, customers’ approach to banking is more like cherry picking —
this product, that service, these meeting places. Therefore, we have also
stopped trying to do everything. We instead concentrate on the solutions
and the products where we truly excel — above all within asset manage-
ment, financing and wealth management advisory services. We no longer
offer it all. Just the cherries.

In the same vein, when our customers wanted us to have a presence
everywhere, including in their major export markets in Asia, South America
and Australia, we made sure to establish branches there. Today, those
customers operate differently — and thus, so do we.

Branches that are no longer needed are closed — whether in our home
markets or in other countries. However, this doesn’t mean that branches
are no longer in demand, anywhere. Some universal truths bear repeating.

Number one: people meeting people will never go out of fashion. Itis in
such meetings where we create value. Each meeting is unique, and builds
on each individual customer’s circumstances and ambitions. Meetings
can take place anywhere and at any time — they are not dependent on any
particular place or technology.

Number two: the reasons why we, as people, want and need to meet
are always changing. Ten years ago, it was necessary to go to a bank

branch for assistance with things that today can be achieved with a few
taps on your mobile. Many people came to the branch with questions that
can now easily be looked up on various online forums.

But there have always been customers needing advice and solutions
related to more complicated matters — where the questions need to be
discussed, dissected and debated back and forth, face to face, with
someone they trust.

The demand for these types of meetings is rising, as increasing
numbers of customers — both businesses and private individuals — face
increasingly complex finances.

¢ Everything changes with time - and
this means that the Bank must also
be prepared to change. ?”

This is what guides our thinking about branches. In places where almost
all of our customers can manage their finances via their computer and
smartphone, we have seen a marked downturn in the number of visits to
our branches. When there is no longer any real need for a branch, it is time
to close the doors for good.

In other places, often where numerous companies are based, the
demand for the branch is unchanged or even greater, so there we
strengthen our presence. They are provided with more resources, given
a stronger mandate to make their own decisions, and supported with
extra expertise, in order to meet the growing demand for personal meet-
ings at which a high level of detailed knowledge is required.

So no, we have not abandoned the idea of branches. We have
improved it. As we have always done.

There will be some who say we should have done this earlier, that
Google was around ten years ago too. Granted. But changes to our
branch operations are not something we have just started with recently.
We were making changes ten years ago as well. And twenty years ago.
We have been opening, developing and closing branches throughout
the course of our 150 years.

But — and this is key — what we do, we have always done at our cus-
tomers’ pace. Although the technological solutions may have been ready,
the customers may not always have been quite ready to embrace them.

This doesn’t only apply to our branches, but to everything we do. While
we may have a solution, we do not force our customers to use it. We
launch it and keep the alternatives. For as long as the customers want.

Digitalisation is a megatrend that has had an enormous impact on how
we work, how we relax and, not least, our consumption patterns over the
last 20 years.

Handelsbanken was the first bank in Sweden to establish an internet
presence, back in the mid-90s. We were also the first bank in Sweden to
start using computers —in 1959. A huge investment at the time — and still,
today, IT development is where our fastest rising investments and costs lie.

At our customers’ pace, Handelsbanken is also becoming ever more
digital as time passes. We have substantially upped the tempo of our digi-
talisation journey in recent years, and this is only going to increase further.
One major factor behind this is that we are further streamlining and con-
centrating our offering. With a focus squarely on the products and ser-
vices where we have a high level of expertise, satisfied customers and
good earnings, we are now able to bring new solutions to the market
more quickly than ever. This streamlining also frees up more resources,
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that we can channel towards other areas, such as how best to apply
artificial intelligence.

Other megatrends with a significant impact on how we choose to equip
the Bank for the future include the overall improvement in education lev-
els, particularly among women, urbanisation and — perhaps more specific
to our industry — increasingly detailed and complex regulations.

A better educated society is of course attractive from many perspec-
tives, not least for Handelsbanken. Historically speaking, we have
always had a much larger proportion of well-educated customers —
customers who often have more complex, demanding arrangements
than the average bank customer. This suits us and our way of working
very well.

Handelsbanken also benefits from the rise in urbanisation, which entails
a growing need for property finance — both private and commercial — with
the Bank’s extensive and wide-ranging competency in credit granting,
combined with good local knowledge and high market penetration, giving
us strong opportunities for growth.

¢ Our financial strength and stability
has served us and our customers
well for 150 years. 9

On the other hand, something that does not suit us quite as well is
when regulations change, causing the differences between various
markets to become more and more pronounced over time. We can, we
must and we want to follow comprehensive and complex regulatory
frameworks. But doing so comes at a cost. As regulations have started
to incorporate more country-specific stipulations in recent years, the
previously relatively simple scalability of our business model over
national borders has gradually been eroded.

For this reason, we have now made the decision to leave Finland
and Denmark. Quite simply, we are too much of a minor player in those
markets to justify the necessary future investments.

THE GROUP CHIEF EXECUTIVE'S COMMENTS

From a historical perspective, this type of withdrawal is typical of Handels-
banken. We are always ready to make changes quickly. And we do so
with the minimum of fuss, expenses or time wasted. Not because we
want to become something else, but rather the opposite: to keep being
Handelsbanken.

In the mid-2000s, we were one of the largest actors in the market for
occupational pensions with guaranteed interest in Sweden. We intro-
duced the unrestricted right of transfer to customers, among other things.
At the time, this was unique. Nowadays, it is regarded as the norm by all
operators. However, circumstances changed and we felt that this was no
longer an area that complemented the rest of our business. We sold up
and left the market. A quick, and also profitable change.

On the subject of change, all of humanity is currently facing one of its
greatest — and certainly most important — changes of all time. To call the
climate issue a megatrend would be something of a disservice to its
significance. If we fail to make the necessary changes, all other trends
and questions about the future will be rendered meaningless.

|'am an optimist, and | am fully convinced that we will succeed. Some
parts of the transition will perhaps take a longer time, others will be
quicker — but already within 10-15 years, we will have changed the way
we live to be much more sustainable than today.

A strong reason for this confidence is that the vast majority of people
genuinely want to make this transition. | notice it in my daily life, working
here at the Bank. Behind all the awards and other accolades bestowed on
Handelsbanken for its sustainability work in recent years, there is a deep-
rooted commitment among all our employees. The issue affects every-
body’s work, in one way or another. It is a completely natural, integral part
of our business. And we are all working on it, not because we have to,
but because we genuinely want to and because our customers expect it.

Among other measures, we routinely identify the environmental impact
of our business operations. Handelsbanken also emphatically endorses
the Principles for Responsible Banking (PRB) and supports many other
international initiatives for sustainable business, such as: The 2030
Agenda for Sustainable Development and the Sustainable Development
Goals, the UN Global Compact and the Principles for Responsible Invest-
ment (PRI). Similarly, our life insurance company and Swedish asset
management operations have reported in line with the TCFD recommenda-
tions for many years, and we also published an equivalent environmental
report for our lending during the year.

Nonetheless, our most important contribution to a more long-term,
sustainable society may well be our consistently stable finances. Low
credit losses are not just numbers on a page — behind every credit loss lies
a personal tragedy. Lending money to someone who lacks the conditions
to repay it is anything but sustainable.

In Global Finance’s annual ranking of the world’s safest banks, Handels-
banken retained its position as the highest placed commercial bank
in Sweden. We are also in a class of our own on the international stage:
no commercial bank anywhere in the world has a higher rating than
Handelsbanken from the three leading credit rating agencies.

Our financial strength and stability have served us and our customers
well for 150 years. We have seen recessions, world wars and a couple of
pandemics come and go. When financial crises have hit, Handelsbanken
has been part of the solution, not part of the problem. We have provided
support, without ever taking support from central banks or governments.
Instead, we have always been there for our customers — whatever the
external conditions.

And it is with this in mind that we will continue to build Handelsbanken
for the future. Stable, long-term sustainability and a capacity to always
modernise, improve and develop our bank. | would like to extend a very
warm thank you to all employees who make this development possible
and for your dedicated work during the year.

Finally, I would also like to thank our customers and shareholders for
your trust. Our aim is unchanged — we will do everything we can to live
up to this trust and to your expectations of us in the coming years.

Stockholm, February 2022
Carina Akerstrém, President and Group Chief Executive
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CONCEPT AND GOAL | ADMINISTRATION REPORT

Concept

Handelsbanken creates value through unique customer meetings.
The value is generated in every customer meeting, regardless of time,
place or technology. The Bank's competency, allied with a strong
local connection and decentralised way of working, originates,
maintains and develops long-term customer relationships.

By running the Bank with responsibility, sustainability and stable
finances, Handelsbanken builds up confidence from shareholders,
customers and the wider world.

More satisfied customers, income growing at a faster rate than
expenses, and a low risk tolerance create sustainable profitability
and, thus, the capacity to grow the Bank's business and customer
offerings, no matter what else is happening in wider society and
the economy.

Goal

Handelsbanken's goal is to have higher profitability than the average
of peer competitors in its home markets.

Handelsbanken's profitability goal is intended to offer
shareholders long-term, high growth in value, with increasing
earnings per share over a business cycle. With stable finances,
the Bank can also provide support to its customers whatever the
prevailing business environment. High profitability and sound,
sustainable business operations are critical to shareholders
that have invested in the Bank. In addition, these go hand in
hand with low funding costs, positive growth and the Bank
being seen as an attractive employer. This goal is mainly to be
achieved by having more satisfied customers and lower

costs than those of competitors.
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GOALS AND GOAL ACHIEVEMENT | ADMINISTRATION REPORT

Goals and goal achievement

Handelsbanken's goal is to have higher profitability than the average of peer competitors in its
home markets. This goal will mainly be achieved by the Bank having more satisfied customers and
lower costs than those of competitors.

CORPORATE GOAL Return on equity 1973-2021
Handelsbanken’s goal is to have higher profitability than the average of peer %
competitors in its home markets. 30 "
. 25
Goal achievement " \ Vo
In 2021, Handelsbanken achieved its goal of having higher profitability than
the average of peer competitors in its home markets. A preliminary provision 15
was thus made for the Oktogonen profit-sharing scheme, amounting to SEK 10
-88 million (-213). 5 V
SRR E R R W SRR e R e
-5 l
-10
== Handelsbanken == Peer banks in the home markets'

" Only Swedish banks are included for the period up to and including 2002,
and only Nordic banks for the period 2003-2012.

SUSTAINABILITY GOALS Weighted average of sustainability surveys
Handelsbanken’s goal is to be, and to be recognised as, the most sustainable 100
player among peer competitors from the year 2021 onwards. The assessment 90
is made on the basis of a weighted average of sustainability ratings for peer 80 Sector average 64.3
competitors in our home markets from four global sustainability surveys', with 70 7]
the ratings from all four of these surveys converted to a scale of 1-100, and 60
50

based on customer surveys from Swedish Quality Index and others.
Furthermore, in accordance with its obligations under the UN’s Principles
for Responsible Banking (PRB), Handelsbanken has established sustainability
goals in three areas: investment, financing and advisory services (see page
38) and a goal for net zero greenhouse gas emissions from Handelabanken’s o
operations, including relevant parts of the lending and investment portfolio Bank 1 Handels- Bank2 Bank3 Bank4 Bank5 Bank6 Bank7 Bank8 Bank9 Bank 10 Bank 11

(see page 38). banken
"ISS ESG, MSCI ESG Research, S&P Global SAM Corporate Sustainability Assessment
and Sustainalytics.

40
30
20
10

THE MOST SATISFIED CUSTOMERS Customer satisfaction, Customer satisfaction,
One method through which the Bank will achieve its corporate goal is to private customers 2021 corporate customers 2021
have more satisfied customers than its competitors. Quality and service :”O%ex :”Odoex

must therefore meet customer expectations, at a minimum, and preferably
exceed them.

80 80
Outcome
Handelsbanken’s private and corporate customers are more satisfied than 60 60
the sector average in all of the Bank’s home markets. The Bank has thus
maintained its strong, stable position in terms of customer satisfaction. 40 40
Satisfied customers are proof that Handelsbanken’s way of working is
effective. 2 2
Sweden UK  Norway Denmark Finland Nether- 0 Sweden UK Norway Denmark Finland Nether-
lands lands
M Handelsbanken M Sector average Source: SKI/EPSI 2021
COST-EFFECTIVENESS Costs/income, excluding credit losses, 2012-2021
The corporate goal will also be achieved through higher cost efficiency %
than peer competitors. 70
Outcome 60
Handelsbanken’s expenses relative to income were 45.8 per cent 50

(51.8). The equivalent key figure for an average of other major Nordic

banks was 47.7 per cent (52.5). X

30
20

W Handelsbanken M Average of Nordic banks excluding Handelsbanken
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CREDIT QUALITY

Handelsbanken has a low risk tolerance. This means that the quality

of credits must never be neglected in favour of achieving higher volume
or a higher margin.

Outcome
Credit losses were SEK -43 million (-649). At year-end, the expert-based
additional provision requirement, which takes into account the potential
effects of Covid-19, amounted to SEK -499 million (-496). Credit losses as
a proportion of lending were 0.00 per cent (0.02).

For the past ten years — that is, since 2012 — the Bank’s average credit
loss ratio has been 0.06 per cent. This can be compared with the average
for the other major Nordic banks during the same period: 0.13 per cent.

CAPITAL

The Bank’s capital goal is that its common equity tier 1 ratio should, under
normal circumstances, exceed the common equity tier 1 capital requirement
communicated to the Bank by the Swedish Financial Supervisory Authority
by 1-3 percentage points. Additionally, the Bank must fulfil any other capital
requirements set by the regulators.

Outcome

At the end of the year, the common equity tier 1 ratio was 19.4 per cent
(20.3). In the Bank’s assessment, the Swedish Financial Supervisory
Authority’s expected common equity tier 1 capital requirement at the end
of the fourth quarter was 13.9 per cent.

RATING
Handelsbanken is to have a high rating with the external rating agencies.

Outcome

No other privately owned bank anywhere in the world has a higher rating
than Handelsbanken, looking at bank ratings from Fitch, Moody’s and
Standard & Poor’s. During the year, Handelsbanken’s long-term and short-
term senior ratings with the rating agencies which monitor the Bank were
unchanged.

GOALS AND GOAL ACHIEVEMENT | ADMINISTRATION REPORT

Credit losses as a percentage of lending 2001-2021
%
1.2
1.0
0.8
0.6
0.4
0.2
0.0
-0.2

2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021
W Handelsbanken M Other Nordic banks

Common equity tier 1 ratio, 2017-2021

%
25

20

5

0

5

0

" The common equity tier 1 ratio was affected when the Swedish Financial Supervi-
sory Authority moved the risk weight floor for mortgage loans in Sweden to Pillar 1,
at 31 December 2018.

Nordic bank ratings

Standard & Poor’s Fitch Moody’s
Financial

31 December Long Short Long Short strength Long

2021 term term term (BCA)! term
Handelsbanken AA- A-1+ AA F1+ a2 Aa2 2=l
DNB AA- A-1+ a3 Aa2 P-1
Nordea AA- A-1+ AA- F1+ ad Aa3 [
SEB A+ A-1 AA- F1+ a3 Aa3 P-1
Swedbank A+ A-1 A+ F1 baatl Aa3 =7
Danske Bank A+ A-1 A F1 baa2 A2 2=

" Baseline Credit Assessments (BCA) are an indicator of the issuers’

standalone intrinsic strength. Source: SNL
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Our concept and working methods

Handelsbanken was founded in 1871. Today, 150 years later, we are one of the world’s strongest banks.
For us, meetings with customers are where real value is created. No matter how or where we meet our
customers, we strive to provide the best bank offering within financing, savings and advisory ser-
vices. Customer meetings are also where we lay the foundations for the development of the Bank's
business in line with customers’ demands and desires. At Handelsbanken, the customer is always at
the centre. Our business is founded on sustainable social responsibility and a strong local connection,

with genuine faith in the individual - both customers and employees.

OUR GOAL AND OUR METHODS
Handelsbanken’s goal is to have higher profita-
bility than the average of peer competitors in its
home markets. Our most important methods for
achieving this goal are lower costs and more
satisfied customers than our competitors. The
goal permeates the entirety of Handelsbanken’s
corporate culture. Our decentralised way of
working and strong local connection, combined
with quality digital services and sustainable
social responsibility, form the basis for the high
levels of customer satisfaction and long-term
customer relationships enjoyed by the Bank.
The Bank’s home markets are Sweden, Nor-
way, the UK and the Netherlands.

THE CUSTOMER MEETING AT THE CENTRE
There are numerous ways that our customers
meet Handelsbanken. Our central focus is on
the customer in everything we do, and we have
a presence close to our customers and the
communities we operate in.

For us, the customer is never just a birth date
or an account number. We see the person
behind the data, for both private and corporate
customers, and base our approach on their
specific needs and circumstances, whether
these relate to housing, wealth management or
company financing.

This means that we meet the customer with
expertise at the ready and a high level of service
wherever we interact with them. We are availa-
ble, we are easy to deal with, and we show that
we care.

PERSONAL AND RESPONSIBLE

For every customer at Handelsbanken, a
branch assumes the ultimate responsibility for
ensuring their satisfaction with the Bank over
time. For us, it is self-evident that the branches
should have a mandate to act independently.
Those who know and understand the traits of
the local area should be able to make the deci-
sions that concern customers — without having
to wait for the approval of a central unit.

Our ambition is to find a balance between the
automation and simplification of everyday tasks
that just need to work, while helping our custom-
ers based on their specific circumstances. Cus-
tomers that perhaps do not usually visit a branch
may nonetheless sometimes prefer to sit down

and seek advice on major life-changing decisions
—everything from buying their first house to plan-
ning their pension. Many of our corporate cus-
tomers attach real value to the fact that they can
meet both a specialist and a decision-maker
when they contact their branch. Our decentral-
ised way of working means that decisions can be
made rapidly, based on a sound knowledge of
the customer and the local market.

Customer account managers at the branches
therefore play a crucial role in developing cus-
tomer relationships and customer meetings, as
they are personally engaged in the matter. We
find the same levels of engagement in the devel-
opment organisation. By working closely with
customers and listening to their feedback, we
can improve our digital solutions and adapt
them to customers’ needs. We want business
decisions to be made as close to the customer
as possible, no matter what part of the organi-
sation they concern.

Handelsbanken has long had both more sat-
isfied customers than the sector average and
low credit losses. This does not happen by
chance. The ability to assess credit risk and to
understand a customer’s needs come about as
the result of the approach to customers and
employees that is a cornerstone of our decen-
tralised way of working.

¢ Our digital meeting
places are developed
to simplify our custo-
mers’ daily lives, and
are ranked among the
best in Sweden.””?

MEETING CUSTOMERS WHERE IT

SUITS THEM

The majority of customer meetings today take
place online. For Handelsbanken, digitalisation
offers huge opportunities to reach more cus-
tomers with value-creating advice and services
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adapted to the customer’s specific needs. Our
digital meeting places are developed to simplify
our customers’ daily lives, and are ranked
among the best in Sweden.

We see that technology will continue to
improve our accessibility among our custom-
ers, and will give employees at branches and
customer service both enhanced support and
more time to assist with more complex matters.
Our customers must feel confident in the secu-
rity of our digital meeting places, while also
experiencing them as highly accessible, for
which reason we apply the highest stand-
ards of security, ethics and confi-
dentiality in all processing of
customer information.




13 : .
Our advisory services

should support sustai-
nable decisions, and
we should consider
1ssues such as gender
equality when we dis-
cuss family finances
and pensions, for
example, with our

customers. 2/

Our customers do not want to go fully digital or
fully branch-based — they want the choice of
when and how they meet us. For them, the per-
sonalised approach is at the core of what they
want from the customer experience. Our ambi-
tion is therefore to foster relationships in
digital meeting places that are
equally personal and long
term as those we build
at our branches.

SUSTAINABLE VALUE CREATION

More and more people want to contribute to
creating a more sustainable world by making
informed consumer choices, through their
own green investments in the home and their
vehicles, or by saving in mutual funds that con-
tribute to making society a better place. More
and more companies seek funding for produc-
ing new, more sustainable products and pro-
duction methods, and to make investments in
energy-efficient premises and property.

Climate change is one of the main challenges
for our society. At Handelsbanken, we accept
our responsibilities by working systematically
and methodically to review our own direct envi-
ronmental impact. We have made fantastic
strides, with energy consumption consistently
decreasing and a completely changed mindset
when it comes to business travel. This trend is
set to continue at an ever increasing pace.

Our greatest opportunities to influence and
assist sustainable development are, however,
in our business operations — when we finance
our customers’ projects and businesses and
are entrusted to manage customers’ assets.

One concrete example of this is Handels-
banken Fonder, and how it works to include and
exclude investments in our funds on the basis of
sustainability aspects. This does not mean that
we make any compromises on the generation of
returns. Quite the opposite — sustainable invest-
ments have proven to be financially successful
in recent years. The same logic applies to our
credit-granting operations. With our generally
low tolerance of risk, it makes perfect sense for
us to consider sustainability in our credit
assessments. The Bank’s approach to granting
credit must also protect the individual customer
from running into financial difficulties due to
excessive debt. Our advisory services should
support sustainable decisions, and we should
consider issues such as gender equality when
we discuss family finances and pensions, for
example, with our customers. This benefits the
Bank, the customer and society at large.

We make no claims to be able to solve the
global sustainability crisis. No single person,
company or nation could. But we have an ambi-
tion —and a responsibility — to lead the way, and
to further accelerate our sustainability work.
Consequently, sustainability will always be inte-
grated into our way of thinking and making deci-
sions. Not just because it’s the right thing to do,
but also because it is commercially sound.
Handelsbanken'’s clear focus on sustainability
makes us more sustainable in the long term,
as well as stronger and more attractive in times
of crisis; as an investment, as a supplier of prod-
ucts and services, and as an employer.

THE BANK IS CHANGING IN PACE WITH
OUR CUSTOMERS

Handelsbanken celebrates its 150th anniversary
this year, and the Bank’s share is the oldest
continually listed share on the Stockholm Stock
Exchange. From day one, the Bank has been
dedicated to creating value for its customers.

In every crisis since the liberalisation of the capi-
tal markets in the 1980s, Handelsbanken has
recorded substantially lower credit losses com-
pared with other banks. In measurement after
measurement, customers express a deep
appreciation for Handelsbanken'’s staff and
products. During this time, with very few excep-
tions, the Bank has kept costs low, had good
profitability and a good capital situation.

¢ The Bank's offering, its
methods of helping
customers and its geo-
graphical presence
have all shifted and
evolved over time,
responding to
changed customer
behaviour and exter-
nal events. This capa-
city for change - while
remaining quintessen-
tially Handelsbanken -
1s one of the keys to

our success. ”

Handelsbanken’s model works. But it is not —
and never has been — static. We have invested,
expanded, upgraded and developed. The
Bank’s offering, its methods of helping custom-
ers and its geographical presence have all
shifted and evolved over time, responding to
changed customer behaviour and external
events. This capacity for change — while remain-
ing quintessentially Handelsbanken — is one of
the keys to our success. By doing so, we can
continue to create growth with a high level of
efficiency — and generate good profitability and
sizeable returns for our shareholders.
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Financial overview 2021

e Profit for the year increased by 25% to SEK 19,543m (15,588). Profit for the year from
continuing operations increased by 29% to SEK 18,848m (14,557).

e Earnings per share grew by 25% to SEK 9.86 (7.87).

e Return on equity increased to 11.8% (10.0).

e Operating profit went up by 25% to SEK 23,475m (18,797).

« Net interest income increased by 1% to SEK 29,391m (29,079).

¢ Net fee and commission income went up by 18% to SEK 11,458m (9,670).
Commission income from fund management grew by 36%.

« Income climbed by 7% to SEK 43,347m (40,368).

« Expensesdecreased by 5% to SEK -19,843m (-20,927). Adjusted for the provision
for Oktogonen, items affecting comparability and exchange rate movements,
expenses rose by 3%, or SEK 603m; this was attributable to a SEK 718m increase
in development expenses.

e The C/Iratio improved to 45.8% (51.8).
e The credit loss ratio was 0.00% (0.02).
e The common equity tier 1ratio was 19.4% (20.3).

» The Board proposes a dividend of SEK 5.00 per share.
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Review of operations

Handelsbanken continues to deliver on the plan we presented almost three years ago. We do what we
have set out to do. And it shows. Looking back at the past year, we can report yet another outstanding
figure for earnings/profit - in fact, the highest in the Bank's 150-year history.

Profit for the year from continuing operations
climbed by 29% to SEK 18,848m (14,557).
Operating profit increased by 25% to SEK 23,475m
(18,797). In the fourth quarter, a one-off income
item of SEK 408m related to the previously
announced sale of card acquiring operations was
booked. Adjusted for exchange rate movements,
which had a positive impact of SEK 29m, the pro-
vision of SEK -69m (-213) for the Oktogonen profit-
sharing scheme, and non-recurring items of SEK
408m (-1,508), operating profit improved by 13%.
Profit before credit losses improved by 9%, after
adjustment for the aforementioned items.

Income grew by 7% to SEK 43,347m (40,368).
Adjusted for exchange rate movements and the
above-mentioned one-off income item, the
increase in income was 6%. Income has grown
during a period of geographical and product-
related concentration, and has been driven by
strong performance, particularly in property-
related lending to private and corporate custom-
ers, as well as in asset management.

Expenses decreased by 5% to SEK-19,843m
(-20,927). Adjusted for foreign exchange effects of
SEK 35m, the provision for Oktogonen and non-
recurring expenses during the period of compari-
son, the underlying increase in expenses was 3%.
The entire increase was attributable to planned
increases of development expenses, which rose
by SEK 718m, or 34%. Also making adjustments
for these, expenses decreased by SEK 115m,
or 1%.

The C/I ratio improved to 45.8% (51.8).

Return on equity increased to 11.8% (10.0), and
earnings per share rose by 25% to SEK 9.86 (7.87).

The common equity tier 1 ratio was 19.4%
(20.3). The common equity tier 1 capital was
SEK 150bn (146).

NON-RECURRING ITEMS AND SPECIAL
ITEMS IN OPERATING PROFIT

Full Full

year year
SEK'm 2021 2020
Non-recurring items
Sale of card acquiring operations 408
Restructuring costs - -1,470
Impairment of discontinued IT systems - -38
Total non-recurring items 408 -1,508
Special items
The profit-sharing scheme Oktogonen -69 -213
Total special items -69 -213

INCOME EXPENSES
Full Full Change
year year Full year Full year .
SEKm 2021 2020 Change  SEKM 2021 2020 %
Net interest income 29,391 29,079 1% Staff costs 12452 13,907 1455 -10%
i - . - 0,
of which government fees -1,171  -1,224 -4% of which Oktogonen ey 213 144 -68%
o of which restructuring
Net fee and commission reserve 1,310 1,310
income 11,458 9,670 18% i
) ) . of which develop-
Net gains/losses on financial ment expenses 1,125 934 -191 20%
transactions 1,699 1,217 40% . .
of which foreign
Other 799 402 99% exchange effects 18 18
Total income 43,347 40,368 7% of which other -11,276 -11,450 174 -2%
Other administrative
. . o expenses -5,577 -5,245 -332 6%
Net interest income grew by 1%, or SEK 312m, to of which restructuring
SEK 29,391m (29,079). Continued robust growth, reserve -60 60
resulting from the Bank’s strong market position, of which develop-
) i . B o
particularly as regards mortgage loans and prop- ment expenses IO 644 375 58%
rty fi led t ing busi | h of which foreign
erty finance, led to growing business volumes hav- exchange effects 17 17
ing a positive impact of SEK 666m. The net effect of which other 4575  -4,541 34 1%
of margins and funding costs made a negative Depreciation, amorti-
contribution of SEK -406m. Government fees sationandimpairment ~ -1,814  -1,776 -39 2%
decreased by SEK 53m to a total of SEK -1,171m of which restructuring
reserve and impair-
(-1,224). ment of IT systems -138 138
Net fee and commission income climbed by of which develop-
18% to SEK 11,458m (9,670). Mutual fund vol- ment expenses 677 625 -152 29%
umes rose by 28%, or SEK 218bn. Mutual fund of which foreign
. by SEK 1.538m. or 36%. 1 exchange effects 0 0
commissions grew by ) RS © 6,10 of which other -1,187  -1,112 25 2%
SEK 5,842m (4,304), driven by increased mgrket Total expenses 19843 20927 1,084 5%
values, net. |nflovys, and effects of an underlying of which Oktogonen 69 213 144 -68%
product mix. Allin all, fund management, custody of which restructur-
and other asset management commissions ing reserve and
totalled SEK 6,747m (5,048), an increase of 34%. impairment of
) ( ) % IT systems -1,508 1,508
Income from insurance grew by 18% to SEK 803m ) )
. ) of which foreign
(679). Brokerage income declined by 4% to SEK exchange effects 35 35
555m (577). Lending and deposit commissions fell of which develop-
by 3% to SEK 1,155m (1,185). Net payment com- ment expenses 2621 -2103 718 34%
missions went up by 2% to SEK 1,479m (1,448), of which other -16986 -17,103 115 -1%
. - . Change after adjust-
0,
of which net card commissions increased by 2% ment for foreign
to SEK971m (955). exchange effects,
Net gains/losses on financial transactions Oktogonen and »
. non-recurring items
increased by SEK 482m to SEK 1,699m (1,217). 9 °
The period of comparison was adversely affected DEVELOPMENT EXPENSES
by the outbreak of the Covid-19 pandemic, with
CVA and DVA having a negative impact of SEK Eull Eull
-64m; this can be compared to a positive impact year year
of SEK 91m during the current year. Of the SEKm 2021 2020 Change
improvement to this figure, a total of SEK 70m was ~ Development spend -2,643  -2,296 15%
attributable to a lower realised capital contribution of which staff costs -1,388 1,259 10%
in Handelsbanken Liv’s traditional insurance oper- of which other costs -1,265  -1,037  21%
ations, which amounted to SEK -48m (-118). Capitalised costs 499 718  -31%
Other income increased to SEK 799m (402), of which staff costs 263 3256 -19%
as a result of the above mentioned one-off income of which other costs 236 393 -40%
from the sale of card acquiring operations. The risk ~ Development spend after
: italised cost -2,144 -1,578  36%
result insurance totalled SEK 179m (194). capitalised costs °
Amortisation and impairment -677 -625 29%
Development expenses -2,821 -2,103 34%
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Expenses decreased by 5% to SEK -19,843m
(-20,927), although they went up by 3%, or SEK
603m when adjusted for foreign exchange effects,
Oktogonen, and non-recurring items. The entire
increase was attributable to planned increases of
development expenses, which rose by SEK 718m,
or 34%. Also making adjustments for these,
expenses decreased by SEK 115m, or 1%.

The work on cost-cutting measures, totalling
just above SEK 3bn, is continuing according to
plan. Since the autumn of 2020, cost-cutting mea-
sures of around SEK 2bn have been agreed/imple-
mented. Of these, SEK 1bn has been realised as
lower expenses during 2021, and SEK 1bn will be
realised during 2022. The remaining measures to
agree and implement in order to reach the SEK
3bn target consist mainly of continuing organisa-
tional efficiency improvements in the Swedish
operations and central units, decreasing project
expenses for financial crime prevention work in
the UK, and the planned divestment of the Ecster
subsidiary.

During the period, SEK 1.1bn was utilised from
the restructuring reserves recognised by the Bank
in 2019 and 2020, which totalled SEK 2.2bn,
relating to continuing operations. The total amount
utilised was SEK 1.6bn.

The Bank’s continuous development invest-
ments are well-balanced. One third relates to
investments in business development with im-
proved profitability, growth and customer satis-
faction. These investments are target the
customer meeting, for example through the
digitalisation of product and customer processes,
and remote advisory services. Another third is
aimed at long-term efficiency and business value
creation, for instance through advanced data
analysis, cloud investments and IT automation,
as well as the replacement of core banking sys-
tems and platforms for financial crime prevention.
The final third is aimed at risk mitigation, and is
related to regulatory adaptation, technical life
cycle management, etc.

During Q3 2020, the Bank decided to tempo-
rarily increase development spend during the
period 2021-2022 by a total of SEK 1bn. This
development mainly targets the customer meeting
in digital channels, and also more efficient informa-
tion flows and data analysis, as well as invest-
ments in cloud solutions. During the year, SEK
-501m (-11) was utilised, with SEK -357m (-11)
being expensed. Total expenses for the IT devel-
opment increased by 15% to SEK -2,643m
(-2,296). Including discontinued operations, the
increase was 15%, to SEK -3,001m (-2,611).

Capitalised costs decreased to SEK 499m
(718). During the period, a smaller portion of the
development expenses were capitalised on the
Bank’s balance sheet and, instead, have been
recognised as expenses directly in the income
statement. The capitalisation rate can vary over
time, due to the nature of the projects to which the
development relates. At present, the Bank is run-
ning a number of projects concerned with migra-
tion to cloud services, with a significant proportion
of the expenses being recognised on a current
basis. Allin all, a lower capitalisation rate over the
past year, coupled with amortisation of previous
years’ capitalised costs, contributed to total capi-
talised development expenses on the balance

sheet at the end of the period decreasing by
SEK 0.1bn to SEK 3.5bn (3.6).

Staff costs fell by 10% to SEK -12,452m
(-13,907). Foreign exchange effects had a SEK
18m positive impact. Staff costs during the period
of comparison were burdened with a provision for
the restructuring reserve, amounting to SEK
-1,310 m. Adjusted for these items and
Oktogonen, staff costs were virtually unchanged,
despite the fact that staff costs relating to develop-
ment increased by SEK 198m, or 21%, to SEK
-1,125m (-927). The average number of employ-
ees fell by 315 to 11,039 (11,354). The number of
employees at the end of the period was 10,793
(11,273), a decrease of 480 employees.

Other expenses, including depreciation and
amortisation, amounted to SEK -7,391m (-7,020),
an increase of 5%. During the period of compari-
son, other expenses were burdened by a provision
for the restructuring reserve of SEK -160 m and an
impairment loss on IT systems of SEK -38 m.
Adjusted for these items and foreign exchange
effects, the increase in other expenses was SEK
586m, or 9%. Of this increase, SEK 527m was
attributable to the Bank’s IT development.

Depreciation and amortisation increased by 2%
to SEK -1,814m (-1,775), with amortisation linked
to development amounting to SEK -677m (-524).

CREDIT LOSSES
Full Full

year year
SEK'm 2021 2020 Change
Net credit losses -43 -649 606
of which future provision
requirements -3 -496 493
Credit loss ratio as % of loans
to the public 0.00 0.02

Credit losses were SEK -43m (-649), and the credit
loss ratio was 0.00% of loans to the public (0.02).
At the end of the quarter, the expert-based addi-
tional provision requirement amounted to SEK
499m (496); including discontinued operations,

it was SEK 577m (564).

Taxes
As of 1 January 2021, the corporate tax rate in
Sweden rate is 20.6%, a reduction from 21.4%.

The effective tax rate in total operations was
20.8% (22.6). The effective tax rate in continuing
operations decreased to 19.7% (22.6); this was
attributable to higher tax in discontinued opera-
tions, which is offset in continuing operations.

The fact that interest expenses on subordinated
loans are not tax-deductible had an impact of 1.0
percentage points on the tax rate, compared with
the corporate tax rate.

The Bank estimates that the introduction of risk
tax in Sweden from 2022 onwards will burden the
Bank’s profit (net after tax) by approx. SEK 1.2bn
in2022.

Discontinued operations

Profit/loss from discontinued operations consists
of the external income and expenses in the opera-
tions in Denmark and Finland that are to be
divested. Profit from discontinued operations,
before tax, amounted to SEK 1,204m (1,338).
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Income grew to SEK 4,058m (3,879), as a result
of increasing mutual fund commissions, as well as
a capital gain from the previously announced sale
of card acquiring operations, which contributed
SEK 166m.

Expenses totalled SEK -2,915m (-2,407); SEK
377m of the increase was attributable to the rec-
ognition of capitalised IT expenses and an impair-
ment loss on discontinued IT systems. Credit
losses were net recoveries of SEK 63m (-131).

The fourth quarter included an increased tax
expense owing to a reversal of a provision reported
in accordance with local regulations. Profit for the
period from discontinued operations after tax
decreased to SEK 695m (1,031).

Page 29 of the Fact Book shows the results for
the operations in Denmark and Finland in accor-
dance with the previous business segment reporting.

SUSTAINABILITY

In 2021, Handelsbanken made further advances
in its sustainability activities. Early in the year, the
Bank presented a clear strategy for its continuing
work within sustainability, and launched concrete,
measurable sustainability goals for the Bank’s core
operations: financing, investment and advisory
services. One of these objectives relates to achiev-
ing net zero emissions of greenhouse gases as
soon as possible, or by 2040 at the latest.

In the second quarter, the Bank launched sev-
eral new green loan offerings, for both private and
corporate customers, to provide further support
for customers’ transitions. In late June, Handels-
banken became the first bank in the Nordic region
to enter into a green EU taxonomy-adapted loan.
Handelsbanken Fonder became the first Swedish
fund management company to change the index
of seven of its global and regional index funds to
indices supporting the aims of the Paris Agree-
ment (Paris-Aligned Benchmarks).

During the third quarter, Handelsbanken
entered into its first sustainability-linked loan facil-
ity, focusing on both the climate and diversity,
when the Bank and a Swedish property company
entered into an agreement connected to a number
of predetermined sustainability goals within the
areas of climate and diversity. A sustainability-
linked loan differs from green funding, in that the
funds do not need to be used for a specific green
purpose. Instead, the focus is on improving the
customer’s performance as regards sustainability
in the broader sense of the term.

During the fourth quarter, Handelsbanken
undertook to allow the Science Based Targets ini-
tiative (SBTi) to validate the Bank’s climate goals.
In December, the Bank published the first climate
report covering the Bank’s lending, prepared in line
with the recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD). The
report addresses physical climate risk as well as
transition risk.

Earlier this year, the EU’s Sustainable Finance
Disclosures Regulation (SFDR) came into force.
This means that asset managers must be trans-
parent in how their mutual funds are classified
under the SFDR. At the end of the year, 15.3% of
the total fund volume in the Group’s mutual funds
were invested in the highest category (article 9),
i.e. funds that have sustainable investments or a
reduction in carbon dioxide emissions as goals,



and 79.6% in the second highest (article 8),
i.e. funds that promote environmental or social
aspects.

Business volumes linked to the Bank’s sustain-
ability activities continued to grow. During the year,
the volume of green loans increased by 45% to
SEK 31.1bn (21.4); as part of this total, green
mortgage loans grew by 61% to SEK 8.7bn (5.4).
In addition, sustainability-linked loan facilities
amounted to SEK 32.4bn (14.7).

BUSINESS DEVELOPMENT

During the year, the development of business vol-
umes in the areas where the Bank has focused its
operations has been strong. In the four home mar-
kets, lending increased by a total of SEK 134bn
and deposits grew by SEK 128bn, while new sav-
ings in the Bank’s mutual funds totalled SEK 67bn.

The Bank’s focus is to strengthen its offering
within its core areas of financing and asset man-
agement, where growth is robust and there are
good conditions for sustainable long-term profit
growth.

Loans to the public in the home markets
(Sweden, Norway, the UK and the Netherlands)
grew by 7% to SEK 2,134bn at year-end (2,000).

Deposits and borrowing from the public in the
home markets grew by 12% to SEK 1,191bn at
year-end (1,063), an increase of SEK 128bn.

Handelsbanken accounted for 26% of total net
savings for the year in the Swedish mutual fund
market, and was thus the largest player in terms
of net inflow. Net flow to the Group’s mutual funds
rose by 65% to SEK 67.4bn (40.8). The total vol-
ume of assets under management in the Group
at the end of the year amounted to SEK 1,075bn
(846); this was an increase of 27% from the previ-
ous year. Of the assets under management, SEK
987bn (769) was invested in the Bank’s funds, an
increase of 28%. New savings accounted for SEK
67bn of the SEK 218bn increase in fund volume,
while value appreciation accounted for SEK 151bn.

As in previous years, EPSI Rating and Swedish
Quality Index (SKI) found that Handelsbanken’s
customers — both private and corporate — are more
satisfied than the average for the banking sector,
in all the Bank’s home markets.

FUNDING AND LIQUIDITY

Bond issue volumes during the year amounted to
SEK 183bn (168), of which SEK 140bn (118) was
covered bonds and SEK 43bn (41) was senior
bonds. No subordinated loans were issued during
the year (SEK 9bn).

The Bank has large volumes of liquid funds,
mortgage loans and other assets that are not
encumbered and therefore represent protection for
the Bank’s senior lenders. The ratio of non-encum-
bered assets to all unsecured market funding
amounted to 268% at the end of the quarter
(284% at the end of Q3 2021).

At the end of the fourth quarter, cash funds and
liquid assets deposited with central banks
amounted to SEK 439bn (compared with SEK
615bn at the end of Q3 2021). The volume of liquid
bonds and other liquid assets totalled SEK 157bn
(136 at the end of Q3 2021).

At the end of the period, the Group’s liquidity
coverage ratio, (LCR), calculated according to the
European Commission’s delegated regulation, was
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152% (158 at the end of Q3 2021). At the end of
the period, the net stable funding ratio (NSFR)
according to CRR2 was 114% (115% at the end of
Q3 2021).

CAPITAL

At the end of the quarter, the common equity tier

1 ratio was 19.4%. In the Bank’s assessment, the
Swedish Financial Supervisory Authority’s expect-
ed common equity tier 1 capital requirement at the
end of the quarter was 13.9% (SEK 107bn), of
which 2.7 percentage points (SEK 21bn) comprise
the common equity tier 1 capital requirement in
Pillar 2.

At the end of the year, the total capital ratio was
23.3%. The Bank’s assessment is that the Swed-
ish Financial Supervisory Authority’s expected total
capital requirement amounted to 18.1% (SEK
140bn) on the same date, of which 3.4 percentage
points (SEK 27bn) comprises the total capital
requirement in Pillar 2.

For many years the Bank has managed its
structural foreign exchange risk by placing equity
in local currency in the respective home markets
where lending takes place. Up until the end of
2021, these structural foreign exchange positions
were exempted from capital requirements Citing
new EBA guidelines, the Swedish Financial Super-
visory Authority has decided that, from 2022
onwards, these foreign exchange positions must
meet capital adequacy requirements in the same
way as other market risk. The Bank does not share
the Supervisory Authority’s assessment, and a
constructive dialogue is being held with the
Authority.

The Bank’s capital goal is that its common
equity tier 1 ratio should, under normal circum-
stances, exceed the common equity tier 1 capital
requirement communicated to the Bank by the
Swedish Financial Supervisory Authority by 1-3
percentage points. Thus the Bank’s capitalisation
was above the target range, which reflects the
Bank’s ambitions for growth and an overall assess-
ment of macroeconomic, pandemic-related and
geopolitical risks. Given normal circumstances, the
Bank’s intention to calibrate its capital ratios into
the target range is unchanged.

Capital for consolidated situation

31 Dec 31 Dec

SEK'm 2021 2020 Change
Common equity tier 1 ratio,

CRR 19.4% 20.3% -0.9
Total capital ratio, CRR 23.3% 24.3% -1.0

Risk exposure amount, CRR 773,158 721,403 7%
149,709 146,160 2%
180,458 175,245 3%

181,706 171,473 6%

Common equity tier 1 capital
Total own funds
Equity, Group

Own funds were SEK 180bn (175), and the Bank’s
total capital ratio amounted to 23.3% (24.3). The
common equity tier 1 capital was SEK 150bn
(146), while the common equiity tier 1 ratio was
19.4% (20.3).

Earnings reduced the common equity tier 1
ratio by 0.1 percentage points, after a deduction
for the dividend generated. The effects of net pen-
sions had a neutral impact. Increased exposure
volumes reduced the common equity tier 1 ratio
by 0.6 percentage points, and the net effect of

customer and volume migration was positive in the
amount of 0.4 percentage points. Exchange rate
movements had a positive impact of 0.1 percent-
age points. New risk weight floors for loans to
commercial property companies in Norway
reduced the common equity tier 1 ratio by 0.4 per-
centage points. The transfer of risk weight floors
for mortgage loans in Norway from Pillar 2 to Pillar
1 had a negative impact of 0.3 percentage points.

Economic capital and available

financial resources

The Bank’s internal assessment of its need for
capital is based on the Bank’s capital requirement,
stress tests, and the Bank’s model for economic
capital (EC). This is measured in relation to the
Bank’s available financial resources (AFR). The
Board stipulates that the AFR/EC ratio for the
Group must exceed 120%. At the end of the year,
Group EC totalled SEK 53.6bn (56.7), while AFR
was SEK 205.8bn (205.1). Thus, the ratio between
AFR and EC was 384% (362). For the consoli-
dated situation, EC totalled SEK 28.1bn (28.9),
and AFR was SEK 197.8bn (199.0).

Rating

During the quarter, Handelsbanken’s long-term
and short-term senior ratings with the rating agen-
cies which monitor the Bank were unchanged.
The outlooks from all agencies are stable.

Counter-
Long- Short- party risk
term term rating
Standard & Poor’s AA- A-1+ AA-
Fitch AA F1+
Moody’s Aa2 P-1 Aal
DBRS AA (low)

EVENTS AFTER THE END OF THE PERIOD
On 10 December 2021, Handelsbanken
announced in a press release the sale of three
subsidiaries, which own properties located in
Gothenburg, Gavle and Umea respectively. These
transactions will result in a capital gain of SEK
1.1bn, which will be reported as Other income at
the time of transfer, which is expected to be in
the first quarter of 2022. The transactions have
taken place through the transfer of subsidiaries
(holdings for business purposes).

HANDELSBANKEN’S ANNUAL GENERAL
MEETING ON 23 MARCH

The Board proposes that the AGM resolve on a
dividend of SEK 5.00 per share. The Board pro-
poses that the record day for the dividend be 25
March 2022, which means that the Handels-
banken share will be traded ex-dividend on 24
March 2022, and that the dividend is then
expected to be disbursed by Euroclear on 30
March 2022. The Board is also proposing that the
existing repurchase programme of a maximum of
120 million shares be extended for a further year. In
addition, the Board proposes that the annual gen-
eral meeting authorise the Board to be able to issue
convertible debt instruments in the form of AT1
bonds, in order to adapt the Bank’s capital structure
to capital requirements prevailing at any time.
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Five-year overview, Group

Consolidated income statement

SEK'm 2021 2020 2019 2018 2017
Net interest income 29,391 29,079 32,135 31,286 29,766
Net fee and commission income 11,458 9,670 10,697 10,247 9,718
Net gains/losses on financial transactions 1,699 1,217 1,299 908 1,271
Risk result - insurance 179 194 145 106 142
Other dividend income 2 53 113 218 591
Share of profit of associates and joint ventures 63 18 32 0 14
Other income 559) 137 143 1,005 172
Total income 43,347 40,368 44,564 43,770 41,674
Staff costs -12,452 -13,907 -13,549 -13,465 -12,472
Other expenses -5,577 -5,245 -6,5624 -6,712 -5,889
Depreciation, amortisation and impairment of property,
equipment and intangible assets -1,814 -1,775 -1,670 -713 -619
Total expenses -19,843 -20,927 -21,743 -20,890 -18,980
Profit before credit losses 23,504 19,441 22,821 22,880 22,694
Net credit losses -43 -649 -1,045 -881 -1,683
Gains/losses on disposal of property, equipment and intangible assets 14 5 20 14 14
Operating profit 23,475 18,797 21,796 22,013 21,025
Taxes -4,627 -4,240 -4,871 -4,656 -4,923
Profit for the year from continuing operations 18,848 14,557 16,925 17,357 16,102
Profit for the year from discontinued operations, after tax 695 1,031
Profit for the year 19,543 15,588 16,925 17,357 16,102
attributable to

Shareholders in Svenska Handelsbanken AB 19,527 15,585 16,922 17,354 16,099

of which from discontinued operations 18,834 14,556
of which from discontinued operations 693 1,029

Non-controlling interest 16 3 3 3 3
Earnings per share, total operations, SEK 9.86 7.87 8.65 8.93 8.28
after dilution 9.86 7.87 8.58 8.84 8.20
Earnings per share, continuing operations, SEK 9.51 7.35
after dilution 9.51 7.35
Earnings per share, discontinued operations, SEK 0.35 0.52
after dilution 0.35 0.52

The income statements for 2017 to 2019 have not been recalculated with regard to discontinued operations.

A 5-year overview for the parent company is shown on pages 224-225.
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Consolidated statement of comprehensive income
SEK'm 2021 2020 2019 2018 2017

Profit for the year 19,543 15,588 16,925 17,357 16,102

Other comprehensive income

Items that will not be reclassified to the income statement

Defined benefit pension plans 6,820 1,523 4,262 -4,405 3,919

Equity instruments measured at fair value through other comprehensive income 62 -583 372 -188

Tax on items that will not be reclassified to the income statement -1,401 -256 -931 978 -864
of which defined benefit pension plans -1,398 -267 -910 977 -864
of which equity instruments measured at fair value through other
comprehensive income -3 11 -21 1

Total items that will not be reclassified to the income statement 5,481 684 3,703 -3,615 3,055

Items that may subsequently be reclassified to the income statement

Cash flow hedges -1,970 -1,124 3,741 768 -2,350
Debt instruments measured at fair value through other comprehensive income 6 7 7 -12
Available-for-sale instruments (IAS 39) -470
Translation difference for the year 3,201 -4,269 1,072 -188 -2,241
of which hedges of net investments in foreign operations -910 848 -1,509 -850 -1,509
Tax on items that may subsequently be reclassified to the income statement 595 93 -480 38 844
of which cash flow hedges 406 274 -801 -159 517
of which debt instruments measured at fair value through other
comprehensive income -1 -1 -2 3
of which available-for-sale instruments (IAS 39) -5
of which hedges of net investments in foreign operations 190 -180 323 194 332
Total items that may subsequently be reclassified to the income statement 1,832 -5,293 4,340 606 -4,217
Total other comprehensive income 7,313 -4,609 8,043 -3,009 -1,162
Total comprehensive income for the year 26,856 10,979 24,968 14,348 14,940
attributable to
Shareholders in Svenska Handelsbanken AB 26,840 10,976 24,965 14,345 14,940
Non-controlling interest 16 3 3 3 0

Consolidated balance sheet

SEK'm 2021 2020 2019 2018 2017
Assets

Cash and central banks 292,839 418,968 347,505 350,774 265,234
Loans to the public 2,163,135 2,269,612 2,292,603 2,189,092 2,085,761
Loans to other credit institutions 21,745 21,920 17,939 22,137 20,250
Interest-bearing securities 133,855 143,699 146,027 172,989 178,607
Assets held for sale 421,417 1,657 1 19 -
Other assets 313,773 279,432 265,592 243,163 237,125
Total assets 3,346,764 3,135,288 3,069,667 2,978,174 2,766,977

Liabilities and equity

Deposits and borrowing from the public 1,286,637 1,229,763 1,117,825 1,008,487 941,967
Due to credit institutions 83,034 124,723 147,989 194,082 174,820
Issued securities 1,353,768 1,310,737 1,384,961 1,394,647 1,276,595
Subordinated liabilities 32,257 41,082 35,546 51,085 32,896
Liabilities held for sale 133,922

Other liabilities 275,415 257,510 223,514 187,612 199,095
Equity 181,731 171,473 159,832 142,261 141,604
Total liabilities and equity 3,346,764 3,135,288 3,069,667 2,978,174 2,766,977
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Key figures per year

Key figures for the Handelsbanken Group 2021 2020 2019 2018 2017
Profit before credit losses, continuing operations, SEK m 23,504 19,441 22,821 22,880 22,694
Net credit losses, continuing operations, SEK m -43 -649 -1,045 -881 -1,683
Operating profit, continuing operations, SEK m 23,475 18,797 21,796 22,013 21,025
Profit for the year, total operations, SEK m 19,543 15,588 16,925 17,357 16,102
Profit for the year, continuing operations, SEK m 18,848 14,5657
Profit for the year, discontinued operations, SEK m 695 1,031
Total assets, SEKm 3,346,764 3,135,288 3,069,667 2,978,174 2,766,977
Equity, SEKm 181,731 171,473 159,832 142,261 141,604
Return on equity, total operations, % 11.8 10.0 1.9 12.8 12.3
Return on equity, continuing operations, % 11.4 9.3 11.9 12.8 12.3
Return on capital employed, % 0.58 0.47 0.55 0.58 0.56
Cost/income ratio, continuing operations, % 45.8 51.8 48.8 47.7 455
Cost/income ratio, continuing operations, incl. credit losses, % 45.9 53.4 511 49.7 49.6
Credit loss ratio, total operations, % 0.00 0.08 0.04 0.04
Credit loss ratio, continuing operations, % 0.00 0.02 0.04 0.04
Credit loss ratio (IAS 39), % 0.08
Impaired loans reserve ratio, % 64.9
Proportion of impaired loans, % 0.13
Earnings per share, total operations, SEK 9.86 7.87 8.65 8.93 8.28
after dilution 9.86 7.87 8.58 8.84 8.20
Earnings per share, continuing operations, SEK 9.51 7.35
after dilution 9.51 7.35
Earnings per share, discontinued operations, SEK 0.35 0.52
after dilution 0.35 0.52
Ordinary dividend per share, SEK 5.00' 4.10 - 5.50 5.50
Total dividend per share, SEK 5.00' 8.42 - 5.50 7.50
Adjusted equity per share, SEK 90.87 84.90 78.60 72.90 72.90
No. of shares as at 31 December, millions 1,980.0 1,980.0 1,980.0 1,944.2 1,944.2
of which outstanding 1,980.0 1,980.0 1,980.0 1,944.2 1,944.2
Average number of outstanding shares, millions 1,980.0 1,980.0 1,956.8 1,944.2 1,944.2
after dilution 1,980.0 1,980.0 1,976.9 1,974.5 1,974.3
Common equity tier 1 ratio, % according to CRR 19.4 20.3 18.5 16.8 22.7
Tier 1 ratio, % according to CRR 2141 21.9 20.7 18.6 25.0
Total capital ratio, % according to CRR 23.3 24.3 23.2 21.0 28.3
Average number of employees, total operations 12,240 12,563 12,548 12,307 11,832
of which continuing operations 11,039 11,354

For definitions of alternative key figures, see page 277 and, for the calculation of these key figures, see the Fact Book which is available at handelsbanken.com/ir.

" Dividend as recommended by the Board.
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Quarterly performance

Quarterly performance for the Handelsbanken Group

SEK'm 2021:4 2021:3 2021:2 2021:1 2020:4
Interest income 9,058 8,885 8,931 8,958 9,328
Interest expenses -1,555 -1,5632 -1,603 -1,751 -2,084
Net interest income 7,503 7,353 7,328 7,207 7,244
Fee and commission income 3,427 3,304 3,170 3,003 2,973
Fee and commission expenses -264 -437 -404 -341 -376
Net fee and commission income 3,163 2,867 2,766 2,662 2,597
Net gains/losses on financial transactions 395 534 429 341 472
Risk result - insurance 29 49 34 67 78
Other dividend income 1 0 0 1 36
Share of profit of associates and joint ventures 17 18 10 18 -17
Other income 453 33 46 23 41
Total income 11,561 10,854 10,613 10,319 10,451
Staff costs -3,145 -2,840 -3,192 -3,275 -3,303
Other expenses -1,594 -1,330 -1,373 -1,280 -1,145
Depreciation, amortisation and impairment of property,
equipment and intangible assets -448 -430 -495 -441 -632
Total expenses -5,187 -4,600 -5,060 -4,996 -4,980
Profit before credit losses 6,374 6,254 5,553 5,323 5,471
Net credit losses -9 -131 108 -1 -92
Gains/losses on disposal of property, equipment and intangible assets 4 4 1 -5 -1
Operating profit 6,369 6,127 5,672 5,307 5,378
Taxes -1,058 -1,252 -1,165 -1,152 -1,298
Profit for the year from continuing operations 5,311 4,875 4,507 4,155 4,080
Profit for the year from discontinued operations, after tax -75 318 226 226 290
Profit for the year 5,236 5,193 4,733 4,381 4,370
attributable to
Shareholders in Svenska Handelsbanken AB 5,223 5,193 4,731 4,380 4,369
Non-controlling interest 13 0 2 1 1
Earnings per share, total operations, SEK 2.64 2.62 2.39 2.21 2.21
after dilution 2.64 2.62 2.39 2.21 2.21
Earnings per share, continuing operations, SEK 2.68 2.46 2.28 2.10 2.06
after dilution 2.68 2.46 2.28 2.10 2.06
Earnings per share, discontinued operations, SEK -0.04 0.16 0.11 0.1 0.15
after dilution -0.04 0.16 0.11 0.11 0.15
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Segment reporting

Segment reporting 2021
Adjustments

The Capital and
SEK'm Sweden UK Norway  Netherlands Markets Other  eliminations Total
Net interest income 18,140 5,452 3,698 1,045 268 788 29,391
Net fee and commission income 8,614 751 643 224 1,006 220 11,458
Net gains/losses on financial transactions 509 189 55 32 1,155 -241 1,699
Risk result - insurance 187 -8 179
Share of profit of associates and joint ventures 63 63
Other income 470 0 26 0 10 51 557
Total income 27,733 6,392 4,422 1,301 2,626 873 43,347
Staff costs -3,201 -2,467 -891 -395 -2,012 -3,317 -169 -12,452
Other expenses -845 -1,045 -186 -76 -746 -2,679 -5,577
Internal purchased and sold services -5,465 -912 -526 -176 801 6,278
Depreciation, amortisation and impairment of property,
equipment and intangible assets -316 -316 -84 -50 -274 =727 -47 -1,814
Total expenses -9,827 -4,740 -1,687 -697 -2,231 -445 -216 -19,843
Profit before credit losses 17,906 1,652 2,735 604 395 428 -216 23,504
Net credit losses 16 95 -150 -5 10 -9 -43
Gains/losses on disposal of property,
equipment and intangible assets 9 9 7 - -10 -1 14
Operating profit 17,931 1,756 2,592 599 395 418 -216 23,475
Profit allocation 390 46 54 1 -527 36
Operating profit after profit allocation 18,321 1,802 2,646 600 -132 454 -216 23,475
Internal income -381 -961 -1,423 -386 -420 3,571
C/l ratio, % 34.9 73.6 37.7 53.5 106.3 45.8
Credit loss ratio, % 0.00 -0.04 0.06 0.01 -0.01 0.00
Assets 2,322,088 488,025 291,064 111,145 357,822 2,524,556 2,747,936 3,346,764
Liabilities 2,221,421 467,478 273,086 108,132 351,467 2,509,418 -2,765,969 3,165,033
Allocated capital 100,667 20,547 17,978 3,013 6,355 15138 18,033 181,731
Return on allocated capital, % 156.2 7.0 1.3 16.7 -1.7 11.4
The year’s investments in non-financial
non-current assets =77 7 29 2 138 528 697
The year’s investments in associates
and joint ventures 51 51
Average number of employees 3,359 2,509 731 337 1,156 2,947 11,039

The item ‘Other’ in the table above includes Assets, Liabilities, Allocated capital and changes in balance sheet items attributable to the disposal groups Denmark and Finland.
The comparative figures have been adjusted.

Applied principles for segment reporting and a description of the items shown in the Other and Adjustments and eliminations columns are explained further in note G45.
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Segment reporting 2020
Adjustments

The Capital and
SEK'm Sweden UK Norway  Netherlands Markets Other  eliminations Total
Net interest income 18,166 5,683 3,481 908 355 486 29,079
Net fee and commission income 7,112 713 504 125 1,032 184 9,670
Net gains/losses on financial transactions 458 176 57 25 1,089 -538 1,217
Risk result — insurance 195 -1 194
Share of profit of associates and joint ventures 18 18
Other income 33 1 32 2 23 99 190
Total income 25,769 6,573 4,074 1,060 2,644 248 40,368
Staff costs -3,284 -2,465 -822 -395 -2,203 -4,598 -140 -13,907
Other expenses -827 -864 -203 -146 =791 -2,414 -5,245
Internal purchased and sold services -5,017 -761 -509 -143 603 5,827
Depreciation, amortisation and impairment
of property, equipment and intangible assets -321 -267 -88 -56 -128 -920 -1,775
Total expenses -9,449 -4,357 -1,622 -740 -2,514 -2,105 -140 -20,927
Profit before credit losses 16,320 2,216 2,452 320 130 -1,857 -140 19,441
Net credit losses -177 -119 -270 -4 11 -90 -649
Gains/losses on disposal of property,
equipment and intangible assets 8 -7 7 0 -3 0 5
Operating profit 16,151 2,090 2,189 316 138 -1,947 -140 18,797
Profit allocation 333 49 40 5 -466 39
Operating profit after profit allocation 16,484 2,139 2,229 321 -328 -1,908 -140 18,797
Internal income 88 -1,193 -2,420 -387 -1,563 5,475
C/l ratio, % 36.2 65.8 39.4 69.5 116.4 51.8
Credit loss ratio, % 0.01 0.04 0.10 0.01 -0.01 0.02
Assets 2,096,300 451,009 268,295 81,722 344,485 2,382,147 -2,488,670 3,135,288
Liabilities 1,999,887 431,703 248,309 79,110 338,642 2,367,156 -2,500,992 2,963,815
Allocated capital 96,413 19,306 19,986 2,612 5,843 14,991 12,322 171,473
Return on allocated capital, % 14.0 8.9 8.8 10.0 -4.2 9.3
The year’s investments in non-financial
non-current assets 242 119 6 7 181 881 1,436
The year’s investments in associates
and joint ventures 96 96
Average number of employees 3,672 2,462 709 329 1,317 2,865 11,354

During the first quarter of 2021, the five regional banks in Sweden were replaced with a new, customer-centric organisation, whereby the branches are now, instead, divided into 24 county units
under a common national organisation, headed up by a Country General Manager. In conjunction with this reorganisation, some of the staff that previously worked at the five regional head offices
were organisationally transferred to Capital Markets, the central functions for finance and accounting, legal counsel and HR, and the anti-financial crime department. Starting in 2021, eliminations
of directly owned shares in subsidiaries are recognised in the Adjustments and eliminations column, instead of under the respective segments. The comparative figures presented in the table have
therefore been recalculated.
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Handelsbanken Sweden

Quarterly performance
Handelsbanken Sweden
Total Total
SEK'm Q42021 Q32021 Q22021 Q12021 2021 2020 Change, %
Net interest income 4,606 4,517 4,521 4,496 18,140 18,166 0
Net fee and commission income 2,347 2,196 2,090 1,981 8,614 7,112 21
Net gains/losses on financial transactions 143 136 142 88 509 458 11
Other income 424 14 25 7 470 33
Total income 7,520 6,863 6,778 6,572 27,733 25,769 8
Staff costs -757 -789 -814 -841 -3,201 -3,284 -3
Other expenses -236 -178 -250 -181 -845 -827 2
Internal purchased and sold services -1,390 -1,305 -1,404 -1,366 -5,465 -5,017 9
Depreciation, amortisation and impairment of property,
equipment and intangible assets -74 -78 -52 -112 -316 -321 -2
Total expenses -2,457 -2,350 -2,520 -2,500 -9,827 -9,449 4
Profit before credit losses 5,063 4,513 4,258 4,072 17,906 16,320 10
Net credit losses -1 -57 121 -37 16 -177 -109
Gains/losses on disposal of property,
equipment and intangible assets 2 2 4 1 9 8 13
Operating profit 5,054 4,458 4,383 4,036 17,931 16,151 11
Profit allocation 127 91 76 96 390 333 17
Operating profit after profit allocation 5,181 4,549 4,459 4,132 18,321 16,484 1
Internal income 69 -125 -7 -318 -381 88
C/Iratio, % 321 33.8 36.8 37.5 34.9 36.2
Credit loss ratio, % 0.00 0.00 -0.03 0.02 0.00 0.01
Assets 2,322,088 2,266,595 2,247,972 2,191,808 2,322,088 2,096,300 11
Liabilities 2,221,421 2,171,398 2,157,233 2,095,596 2,221,421 1,999,887 11
Allocated capital 100,667 95,197 90,739 96,212 100,667 96,413 4
Return on allocated capital, % 16.3 15.2 15.6 13.6 15.2 14.0
Average number of employees 3,196 3,356 3,379 3,503 3,359 3,672 -9
Business volumes,
Sweden
Average volumes, SEK bn 2021 2020 Change, %
Loans to the public’ 1,473 1,429
of which households 937 892 5
of which mortgage loans 896 851 5
of which corporates 536 537 0
of which mortgage loans 373 354 5
Deposits from the public 787 715 10
of which households 437 406 8
of which corporates 350 309 13

! Excluding loans to the National Debt Office.
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FINANCIAL PERFORMANCE

Operating profit increased by 11% to SEK
17,931m (16,151), due to strong business
development. Return on allocated capital was
15.2% (14.0). The C/I ratio improved to 34.9%
(36.2).

Net interest income decreased marginally to
SEK 18,140m (18,166). Higher lending volumes
increased net interest income by SEK 421m,
while higher deposit volumes contributed SEK
136m. The net effect of changed margins and
funding costs was a negative contribution of
SEK-738m. Government fees decreased by
SEK 34mto SEK -757m (-791). Other effects
made a contribution of SEK 121m.

Net fee and commission income grew by
SEK 1,502m, or 21%, to SEK 8,614m (7,112),
where mutual fund commissions increased by
39%, or SEK 1,302m, to SEK 4,655m (3,353).
Custody and other asset management commis-
sions increased by SEK 168m, or 34%, to SEK
659m (491). Net payment commissions
increased by 3% to SEK 1,106m (1,078), which
included an increase in net card commissions to
SEK 877m (863).

Other income grew to SEK 470m (33), with
386m of the increase being attributable to the
sale of the card acquiring business.

Total expenses rose by 4% to SEK -9,827m
(-9,449). Staff costs decreased by 3% to SEK
-3,201m (-3,284). The average number of
employees fell by 9% to 3,359 (3,672). At the
end of the period, the number of employees
was 3,210 (3,560), a 10% decrease.

Other expenses rose by 7% to SEK 6,626m
(6,165).

Credit losses consisted of net recoveries of
SEK 16m (-177). The credit loss ratio was
0.00% (0.01).

BUSINESS DEVELOPMENT

Operations in Sweden achieved their highest
ever profit figure and accounted for 78% of the
Group’s operating profit. For Sweden, the C/I
ratio was lowest and the return second highest
among the home markets. The intense work of
improving customer meetings by increasing the
availability of specialist expertise at the branches
and of investment expertise in remote advisory
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services and digital meeting channels is being
reflected in high customer satisfaction and a
strong volume trend on the private and corpo-
rate sides alike.

During the year, the Bank was the largest
player in net new savings on the Swedish
mutual funds market, and one of the market-
leading players for net new lending on the
Swedish mortgage market. In addition,
property-related corporate lending has shown
stable growth.

The high profitability and efficiency figures
were further improved, with a return on allo-
cated capital of 15% (14) and a C/I ratio of 35%
(36). In the future, the Bank sees good opportu-
nities to generate growth through its strong
market position and income-generating invest-
ments.

Swedish Quality Index (SKI), in its major sur-
vey, found that Handelsbanken remained in the
position of having the most satisfied customers
among major banks. The independent Finans-
barometern survey, which each year asks com-
panies with fewer than 20 employees to grade
their corporate bank, named Handelsbanken
‘Small companies’ favourite bank’ in September
—the 10th year in a row it has received this hon-
our. According to Kantar SIFO Prospera’s
annual survey, Handelsbanken'’s ranking in the
“Private Banking” category improved to number
2 (3).

The average volume of mortgage loans to pri-
vate individuals rose by 5% to SEK 896bn (851),
while household deposits grew by 8% to SEK
437bn (406). The average volume of corporate
lending was unchanged at SEK 536bn (537).
The comparison period had seen a very sub-
stantial increase in corporate lending at the time
of the outbreak of the pandemic. The average
volume of mortgage lending to corporates,
however, grew by 5% to SEK 373bn (354).
Corporate deposits increased by 13% to SEK
350bn (309).

New savings in the Bank’s mutual funds in
Sweden totalled SEK 51.5bn (34.9), corre-
sponding to a market share of 26%. In terms of
total fund wealth, Handelsbanken is the second
largest bank, with a market share of 12.0% (11.9).
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Handelsbanken UK

Quarterly performance
Handelsbanken UK
Total Total
SEK'm Q4 2021 Q32021 Q22021 Q12021 2021 2020 Change, %
Net interest income 1,379 1,377 1,361 1,335 5,452 5,683 -4
Net fee and commission income 190 195 186 180 751 713 5
Net gains/losses on financial transactions 54 47 44 44 189 176 7
Other income 0 0 0 0 0 1 -100
Total income 1,623 1,619 1,591 1,559 6,392 6,573 -3
Staff costs -630 -623 -612 -602 -2,467 -2,465 0
Other expenses -282 -282 -243 -238 -1,045 -864 21
Internal purchased and sold services -238 -222 -237 -215 -912 -761 20
Depreciation, amortisation and impairment of property,
equipment and intangible assets -78 -96 -79 -63 -316 -267 18
Total expenses -1,228 -1,223 -1,171 -1,118 -4,740 -4,357
Profit before credit losses 395 396 420 a4 1,652 2,216 -25
Net credit losses 15 30 17 33 95 -119
Gains/losses on disposal of property,
equipment and intangible assets 0 0 10 -1 9 -7
Operating profit 410 426 447 473 1,756 2,090 -16
Profit allocation 14 11 10 11 46 49 -6
Operating profit after profit allocation 424 437 457 484 1,802 2,139 -16
Internal income -240 -254 -239 -228 -961 -1,193 19
C/Iratio, % 75.0 75.0 731 7.2 73.6 65.8
Credit loss ratio, % -0.02 -0.05 -0.02 -0.05 -0.04 0.04
Assets 488,025 471,728 476,463 483,436 488,025 451,009 8
Liabilities 467,478 451,509 456,143 463,148 467,478 431,703 8
Allocated capital 20,547 20,219 20,320 20,288 20,547 19,306 6
Return on allocated capital, % 6.6 6.9 71 7.6 7.0 8.9
Average number of employees 2,499 2,525 2,506 2,505 2,509 2,462 2
Business volumes,
UK
Average volumes, GBP m 2021 2020 Change, %
Loans to the public 20,766 21,656 -4
of which households 6,563 6,873 -5
of which corporates 14,203 14,783 -4
Deposits from the public 19,132 17,609 9
of which households 5,602 5,144
of which corporates 13,630 12,465
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FINANCIAL PERFORMANCE

Operating profit went down by 16%, or SEK
334m, to SEK 1,756m (2,090), owing to lower
income and higher expenses. The effect of for-
eign exchange movements on operating profit
was marginal. Return on allocated capital was
7.0% (8.9). The C/I ratio rose to 73.6% (65.8).

Income decreased by 3% to SEK 6,392m
(6,573). Foreign exchange effects were margin-
ally positive. Net interest income went down by
4%, or SEK -231m, to SEK 5,452m (5,683).
Foreign exchange effects had a positive impact
of SEK 3m on net interest income. Lower busi-
ness volumes had a negative impact of SEK
-130m. The net effect of changed margins and
funding costs was a reduction of net interest
income by SEK -76m, chiefly due to policy rate
cuts undertaken by the central bank in 2020.
The day effect was SEK -14m, while other
effects amounted to SEK -14m. Net fee and
commission income increased by 5% to SEK
751m (713). The foreign exchange effect was
marginal. Commission income from the fund
management, custody account management,
and asset management business, including
brokerage and advisory services, increased by
15% to SEK 403m (349).

Expenses increased by 9% to SEK -4,740m
(-4,357). Also in local currency terms, expenses
increased by 9%. Staff costs were virtually
unchanged at SEK -2,467m (-2,465). The aver-
age number of employees grew by 2% to 2,509
(2,462). This increase was mainly seen within
head office functions, where the Bank’s own
staff have replaced consultants to a greater
extent. Other types of expenses increased by
20% to SEK -2,273m (-1,892), mainly due to
work undertaken to prevent financial crime.

Credit losses consisted of net recoveries of
SEK 95m (-119). The credit loss ratio was
-0.04% (0.04).

BUSINESS DEVELOPMENT

Operations in the UK accounted for 8% of the
Group’s operating profit in 2021. In recent years,
customer satisfaction has been maintained at a
very high level, while the Bank has continued
the work of patiently equipping itself for future
growth. Efficiency enhancement measures have
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led to the replacement of five regional banks by
a national organisation comprising 14 districts,
and both central head office functions and IT
development capacity have been strengthened.

In the UK operations, there has also been a
review of all customer files in the past few years,
to ensure safe, secure management of the work
to prevent financial crime. During this period, the
Bank has been restrictive in its new lending. The
extensive analysis has been a natural step in the
creation of the basis for a strong bank in the
future, on a market that generally offers sub-
stantial growth potential.

Now that the review has been completed,
resources are being freed up to redirect the
focus onto customers and growth.

With a nationwide distribution network, the
most satisfied customers in the market, and
very high credit quality, the Bank sees good
opportunities for strong long-term growth.

EPSI’s annual customer satisfaction survey
showed that Handelsbanken again had the
most satisfied customers among banks in the
UK. Private customers gave the Bank an index
score of 82, as compared with the sector aver-
age of 72. On the corporate side, the index
score was 78, as compared with the sector
average of 67. The Bank’s lead over the sector
increased on both the household and corporate
sides.

Expressed in local currency, the average vol-
ume of corporate deposits went up by 9%, while
corporate lending went down by 4%. House-
hold deposits grew by 7%, while household
lending fell by 5%. Overall, the average volume
of deposits and borrowing from the public
increased by 9% to GBP 19.1bn (17.6). The
average volume of lending decreased by a total
of 4% to GBP 20.8bn (21.7). The volume of
assets under management in Handelsbanken
Wealth & Asset Management at the end of the
period totalled GBP 4.4bn (4.0). The net inflow
during the year totalled GBP 93m (-183).
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Handelsbanken Norway

Quarterly performance
Handelsbanken Norway
Total Total
SEK'm Q4 2021 Q32021 Q22021 Q12021 2021 2020 Change, %
Net interest income 958 923 926 891 3,698 3,481 6
Net fee and commission income 168 167 165 1563 643 504 28
Net gains/losses on financial transactions 18 14 14 9 55 57 -4
Other income 22 1 2 1 26 32 -19
Total income 1,166 1,105 1,097 1,054 4,422 4,074 9
Staff costs -234 -225 -219 -213 -891 -822 8
Other expenses -67 -45 -33 -41 -186 -203 -8
Internal purchased and sold services -132 -129 -141 -124 -526 -509 3
Depreciation, amortisation and impairment of property,
equipment and intangible assets -21 -23 -20 -20 -84 -88 -5
Total expenses -454 -422 -413 -398 -1,687 -1,622 4
Profit before credit losses 712 683 684 656 2,735 2,452 12
Net credit losses -18 -148 2 14 -150 -270 -44
Gains/losses on disposal of property,
equipment and intangible assets 2 2 1 2 7 7
Operating profit 696 537 687 672 2,592 2,189 18
Profit allocation 17 9 10 18 54 40 35
Operating profit after profit allocation 713 546 697 690 2,646 2,229 19
Internal income -262 -337 -413 -411 -1,423 -2,420 41
C/Iratio, % 38.4 37.9 37.3 37.1 37.7 39.4
Credit loss ratio, % 0.03 0.22 0.00 -0.02 0.06 0.10
Assets 291,064 288,951 279,273 283,926 291,064 268,295 8
Liabilities 273,086 270,850 260,120 265,008 273,086 248,309 10
Allocated capital 17,978 18,101 19,153 18,918 17,978 19,986 -10
Return on allocated capital, % 12.6 9.6 11.6 11.6 11.3 8.8
Average number of employees 731 747 722 723 731 709 3
Business volumes,
Norway
Average volumes, NOK bn 2021 2020 Change, %
Loans to the public 2771 270.3 3
of which households 106.8 101.7 5
of which corporates 170.3 168.6 1
Deposits from the public 91.6 85.6 7
of which households 27.8 24.7 13
of which corporates 63.8 60.9 5
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FINANCIAL PERFORMANCE

Operating profit increased by 18% to SEK
2,592m (2,189), as a result of robust business
development and lower credit losses. Foreign
exchange effects totalled SEK 41m, and
expressed in local currency terms, operating
profit grew by 16%. Return on allocated capital
increased to 11.3% (8.8). The C/I ratio improved
10 37.7% (39.4).

Income grew by 9% to SEK 4,422m (4,074).
Foreign exchange effects were SEK 76m.
Expressed in local currency, income growth
was 6%.

Net interest income increased by 6% to SEK
3,698m (3,481). Foreign exchange effects were
positive and amounted to SEK 63m, and in local
currency terms, net interest income rose by 4%.
Higher business volumes had a positive impact
of SEK 74m. The net effect of changed margins
and funding costs was an increase to net inter-
estincome by SEK 75m, due in part to a nega-
tive effect in the period of comparison arising
from cuts to central bank policy rates. Govern-
ment fees burdened net interest income by SEK
-149m (-161). The day effect was SEK -9m,
while other effects amounted to SEK 2m.

Net fee and commission income rose by 28%
to SEK 643m (504), which was mainly attributa-
ble to mutual fund, custody and other asset
management income increasing by 53%, or
SEK 117m, to SEK 336m (219). Foreign ex-
change effects amounted to SEK 11m, and in
local currency terms, net fee and commission
income rose by 25%.

Net gains/losses on financial transactions
totalled SEK 55m (57).

Expenses increased by 4% to SEK -1,687m
(-1,622). Foreign exchange effects on expenses
amounted to SEK -29m. In local currency terms,
expenses increased by 2%.

Staff costs rose by 8% to SEK -891m (-822).
The average number of employees increased by
3% to 731 (709).

Other expenses fell marginally to SEK -796m
(-800).

Credit losses totalled SEK -150m (-270). The
credit loss ratio was 0.06% (0.10).
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BUSINESS DEVELOPMENT

Operations in Norway accounted for 11% of the
Group’s operating profit in 2021. Over the last
15 years, the Norwegian operations have exhib-
ited strong growth in financing, primarily on the
corporate side. In the Norwegian market, the
Bank has been able to build a profitable busi-
ness with a strong position — particularly in the
corporate market — driven by high levels of cus-
tomer satisfaction and with good cost efficiency,
aligned with low risk.

Nonetheless, the Bank’s Norwegian private
customer operations still offer much potential in
certain areas, such as asset management,
where the Bank continues to strengthen its role
within advisory services and make improve-
ments to the online experience. Overall, the
Bank sees significant potential to continue its
strong development.

According to the annual EPSI customer satis-
faction survey, Handelsbanken again had more
satisfied customers than the average for banks
in Norway. Private customers gave Handels-
banken an index score of 76, as compared with
the sector average of 70. Corporate customers
gave the Bank an index score of 68, as com-
pared with the sector average of 65. The Bank’s
lead over the sector increased on both the
household and corporate sides.

In local currency terms, the average volume
of household deposits increased by 13%, while
lending to households grew by 5%. In the cor-
porate segment, too, deposits grew more than
lending, by 5% and 1% respectively. Overall, the
average volume of deposits and borrowing from
the public increased by 7% to NOK 92.0bn (85.6).
The average volume of lending increased by a
total of 3% to NOK 277.1bn (270.3).

New savings in the Bank’s mutual funds in
Norway during the period totalled SEK 3.2bn (3.4).
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Handelsbanken the Netherlands

Quarterly performance
Handelsbanken the Netherlands
Total Total
SEKm Q4 2021 Q32021 Q22021 Q12021 2021 2020 Change, %
Net interest income 278 269 256 242 1,045 908 15
Net fee and commission income 118 39 35 32 224 125 79
Net gains/losses on financial transactions 12 9 5 6 32 25 28
Other income 0 0 0 0 0 2
Total income 408 317 296 280 1,301 1,060 23
Staff costs -97 -97 -104 -97 -395 -395 0
Other expenses -23 -14 -18 -21 -76 -146 -48
Internal purchased and sold services -51 -43 -44 -38 -176 -143 23
Depreciation, amortisation and impairment of property,
equipment and intangible assets -12 -12 -13 -13 -50 -56 -1
Total expenses -183 -166 -179 -169 -697 -740 -6
Profit before credit losses 225 151 117 111 604 320 89
Net credit losses -4 -1 -1 1 -5 -4 25
Gains/losses on disposal of property,
equipment and intangible assets - - - - - -
Operating profit 221 150 116 112 599 316 90
Profit allocation 0 0 1 0 1 5 -80
Operating profit after profit allocation 221 150 117 112 600 321 87
Internal income -64 -107 -107 -108 -386 -387 0
C/Iratio, % 44.9 52.4 60.3 60.4 53.5 69.5
Credit loss ratio, % 0.03 0.01 0.01 -0.01 0.01 0.01
Assets 111,145 108,005 96,758 94,904 111,145 81,722 36
Liabilities 108,132 105,077 93,902 92,262 108,132 79,110 37
Allocated capital 3,013 2,928 2,856 2,642 3,013 2,612 15
Return on allocated capital, % 23.4 16.3 12.9 13.5 16.7 10.0
Average number of employees 339 338 336 336 337 329 2
Business volumes,
The Netherlands
Average volumes, EUR m 2021 2020 Change, %
Loans to the public 6,799 5,791 17
of which households 3,935 3,387 16
of which corporates 2,864 2,404 19
Deposits from the public 2,917 1,627 79
of which households 500 261 92
of which corporates 2,417 1,366 77
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FINANCIAL PERFORMANCE

Operating profit improved by 90% to SEK 599m
(816). Foreign exchange effects on operating
profit amounted to SEK -10m. Expressed in
local currency, operating profit increased by
96%. Return on allocated capital was 16.7%
(10.0), and the C/I ratio was 53.5% (69.5).

Net interest income increased by 15% to
SEK 1,045m (908). Foreign exchange effects
amounted to SEK -29m, and in local currency
terms, net interest income rose by 19%. Higher
business volumes had a SEK 165m positive
impact on net interest income. The net effect of
changes to margins and funding costs was an
increase in net interest income amounting to
SEK 1m. Government fees burdened net inter-
estincome by SEK -27m (-28).

Net fee and commission income increased
by 79% to SEK 224m (125). Foreign exchange
effects were negative, and expressed in local
currency, net fee and commission income grew
by 86%. Commission income from the fund
management, custody account management
and asset management business increased by
93% to SEK 208m (108), of which performance
fees in Optimix comprised SEK 88m (-). Exclud-
ing performance fees in Optimix, commission
income from the fund management, custody
account management and asset management
business increased by 17%.

Expenses decreased by 6% to SEK -697m
(-740). In local currency terms, expenses
decreased by 3%. Staff costs were unchanged
at SEK 395m (395). The average number of
employees grew by 2% to 337 (329).

Other expenses decreased by 12% in total to
SEK -302m (-345), mainly due to lower costs for
financial crime prevention work.

Credit losses totalled SEK -5m (-4). The credit
loss ratio was 0.01% (0.01).
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BUSINESS DEVELOPMENT

Operations in the Netherlands accounted for
3% of the Group’s operating profit in 2021. In
recent years, Dutch operations have shown
strong growth with greater efficiency and
improved profitability, which have been gener-
ated by a clear offering within property finance
and asset management for private and corpo-
rate customers.

According to the annual EPSI customer satis-
faction survey, Handelsbanken again had more
satisfied customers than the average for banks
in the Netherlands. Private customers gave
Handelsbanken an index score of 78, as com-
pared with the sector average of 67. Corporate
customers gave the Bank an index score of 77,
as compared with the sector average of 64. The
Bank’s lead over the sector average increased
for both household and corporate customers.

Expressed in local currency, the average vol-
ume of corporate deposits went up by 77%,
while household deposits grew by 92%. Overall,
deposits from the public increased by 79% to
EUR2,917m (1,627).

Lending to corporates grew by 19%, while
household lending increased by 16%. Overall,
loans to the public increased by 17% to EUR
6,799m (5,791).

Assets under management at Optimix
totalled EUR 2.0bn (1.7) at the end of the year.
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Handelsbanken Capital Markets

Handelsbanken Capital Markets consists of the Markets, Savings & Pension and Global Banking
business areas.

Markets offers products and services linked to risk management, securities, derivatives, research,
debt capital markets, corporate finance and transaction banking.

Savings & Pension offers a full range of products and services linked to asset management,

as well as pension solutions and other insurance solutions for both private and corporate customers.

Global Banking consists of the operations conducted from New York and Luxembourg, as well as
Financial Infrastructure.

All commissions from the asset management and insurance operations are reported directly
in the respective home market, and are thus not included in the income statement below.

Quarterly performance

Handelsbanken Capital Markets Total Total

SEKm Q42021 Q32021 Q22021 Q12021 2021 2020 Change, %
Net interest income 65 65 70 68 268 355 -25
Net fee and commission income 308 202 238 258 1,006 1,082 -3
Net gains/losses on financial transactions 301 260 270 324 1,155 1,039 1
Risk result - insurance 30 51 37 69 187 195 -4
Other income -6 6 5 5 10 23 -57
Total income 698 584 620 724 2,626 2,644 -1
Staff costs -494 -489 -498 -531 -2,012 -2,203 -9
Other expenses -178 -175 -205 -188 -746 =791 -6
Internal purchased and sold services 173 208 212 208 801 603 33
Depreciation, amortisation and impairment of property,

equipment and intangible assets -59 -61 -92 -62 -274 -123 123
Total expenses -558 -517 -583 -573 -2,231 -2,514 -1
Profit before credit losses 140 67 37 151 395 130

Net credit losses -2 28 -20 4 10 i -9
Gains/losses on disposal of property, equipment and intangible assets 0 0 -3 -7 -10 -3

Operating profit 138 95 14 148 395 138 186
Profit allocation -165 -121 -106 -135 -627 -466 13
Operating profit after profit allocation -27 -26 -92 13 -132 -328 -60
Internal income -82 -191 -38 -109 -420 -1,663 73
C/Iratio, % 104.7 1117 113.4 97.3 106.3 115.4

Credit loss ratio, % 0.01 0.00 0.00 -0.04 -0.01 -0.01

Assets 357,822 381,132 359,270 370,993 357,822 344,485 4
Liabilities 351,467 374,604 352,993 365,911 351,467 338,642 4
Allocated capital 6,355 6,528 6,277 5,082 6,355 5,843 9
Return on allocated capital, % -1.3 -1.3 -4.7 0.8 -1.7 -4.2

Average number of employees 1,111 1,146 1,165 1,201 1,156 1,317 -12
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Assets under management

SEK bn 2021 2020
Mutual funds, excl. PPM and unit-linked insurance 718 555
PPM 74 60
Unit-linked insurance 197 156

of which external funds 2 -2
Total mutual funds 987 769
Structured products 8 5
Portfolio bond insurance 50 37

of which in Handelsbanken mutual funds and structured products 25 -17
Traditional insurance 7 7

of which in Handelsbanken mutual funds and structured products 6 -6
Discretionary and Institutional assets, excl. insurance 360 278

of which in Handelsbanken mutual funds and structured products -301 -227
Total assets under management, excl. securities in custody 1,075 846
Securities in custody accounts, excl. mutual funds 908 632
Securities in custody accounts, excl. mutual funds, for foundations associated with Handelsbanken 50 47

FINANCIAL PERFORMANCE

Operating profit increased to SEK 395m (138),
due to reduced expenses. Income was essen-
tially unchanged at SEK 2,626m (2,644).
Expenses decreased by 11% to SEK -2,231m
(-2,514).

Net fee and commission income declined by
3% to SEK 1,006m (1,032), which was exclu-
sively due to the restructuring of the custody
business, as well as lower guarantee and pay-
ment commissions in the wake of the ongoing
discontinuation of business in certain countries
within Handelsbanken International.

Net gains/losses on financial transactions
increased to SEK 1,155m (1,039), which was
largely due to a much lower realised capital con-
tribution in Handelsbanken Liv’s traditional
insurance operations.

Staff costs fell by 9% to SEK -2,012m
(-2,203), due to a decrease in the number of
employees. The average number of employees
decreased by 12% to 1,156 (1,317).

Other expenses went down by SEK 92m to
SEK -219m (-311), chiefly due to the restructur-
ing of international operations.

Credit losses consisted of net recoveries of
SEK 10m (11), and the credit loss ratio was
-0.01% (-0.01).

BUSINESS DEVELOPMENT

Markets

Handelsbanken Markets’ performance has

remained stable. In the latest Prospera survey,

the Bank was ranked No.1 within sustainability,

and within most sectors of industry.
Performance within Corporate Finance has

remained positive, with robust growth, particu-

larly in the second half of the year. During the

year, the Bank arranged 128 bond issues at a

value of EUR 16.6bn (17.2); green bonds
accounted for EUR 3.4bn of this total, or 20%
(18). There remained a very high level of interest
in green and sustainable financing.

Asset management

In Sweden, net savings in Handelsbanken’s
mutual funds during the year amounted to SEK
51.5bn (34.9), which corresponds to a market
share of 26%. The Bank was thus No.1 in new
savings among all fund market players in
Sweden.

Total net savings in the Group’s funds
amounted to SEK 66.6bn (40.8). The total fund
volume, including exchange-traded funds,
increased by 28% to SEK 987bn (769). Total
assets under management in the Group grew
by 27% from previous year-end to SEK 1,075bn
(846).

Work on introducing enhanced sustainability
criteria in the Bank’s mutual funds has contin-
ued, to the extent that 92% of the total mutual
fund volume at the end of the period was man-
aged according to the enhanced sustainability
requirements. During the year, a further 12
funds and ETFs were adapted to align with
Handelsbanken Fonder’s expanded sustainabil-
ity criteria. Seven index funds transferred to the
Paris Aligned Index in order to offer customers
access to funds that are in line with the commit-
ments of the Paris Agreement. Handelsbanken
remained the largest player in Nordic ETFs.

In February 2021, Handelsbanken Fonder
was named Fund Management Company of the
Year 2020 by the Privata Afférer financial maga-
zine, as well as receiving three additional dis-
tinctions. In the Kantar SIFO Prospera survey in
June 2021, Handelsbanken Asset Management
was ranked no.1 among institutional customers

for “external asset management” for the third suc-
cessive year. During the year, Handelsbanken’s
Private Banking was ranked as the second best
player in Sweden (Kantar SIFO Prospera).

Pension & Life

Profit within Pension & Life increased by 32% to
SEK 1,624m (1,230). The improvement was due
to increased fee and commission income, aligned
with improved financial performance in the tradi-
tional insurance operations.

The total premium volume increased by 38%,
and occupational pensions also increased by
20%. New fund management and custody
accounts in Sweden increased by 77% compared
with the previous year and amounted to SEK
7,818m (4,416). Assets under management at
Handelsbanken Liv grew by SEK 54bn, or 27%,
compared with the previous year-end figure, to
SEK 254bn (200).

Handelsbanken Liv was awarded Anna’s
Gender Equality Prize for 2021 for its work with
the Gender-Equal Pensions initiative. The prize is
awarded annually by the Employers’ Association
of the Swedish Banking Institutions and the
Financial Sector Union of Sweden for important
contributions in the areas of gender equality and
diversity in the financial sector. During the year,
Handelsbanken Liv became the first insurance
company in Sweden to receive a licence for a
Nordic Swan Ecolabelled entry solution for occu-
pational pensions.

Ahead of COP26, Handelsbanken Liv
announced that the range of funds it offers had
ceased to invest in fossil fuel energy; this was
earlier than the original target date of 2025 which
had been set.
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Other units not included in the
segments

Below is an account of income and expense items attributable to units not reported in the business
segments, including the Group's IT department, central staff functions and provisions for Oktogonen.

Quarterly performance

Other Total Total

SEKm Q4 2021 Q32021 Q22021 Q12021 2021 2020 Change, %
Net interest income 217 202 194 175 788 486 62
Net fee and commission income 32 68 62 58 220 184 20
Net gains/losses on financial transactions -133 68 -46 -130 -241 -538 -55
Share of profit of associates 17 18 10 18 63 18 250
Other income 13 10 ah! 9 43 98 -56
Total income 146 366 231 130 873 248 252
Staff costs -889 -546 -919 -963 -3,317 -4,598 -28
Other expenses -808 -636 -624 -611 -2,679 -2,414 11
Internal purchased and sold services 1,638 1,491 1,614 1,535 6,278 5,827 8
Depreciation, amortisation and impairment of property,

equipment and intangible assets -196 -121 -239 -171 =727 -920 -21
Total expenses -255 188 -168 -210 -445 -2,105 -79
Profit before credit losses -109 554 63 -80 428 -1,857

Net credit losses 11 17 -1 -26 -9 -90 -90
Gains/losses on disposal of property, equipment and intangible assets 0 0 -1 0 -1 0

Operating profit -98 571 51 -106 418 -1,947

Profit allocation 7 10 9 10 36 39 -8
Operating profit after profit allocation -91 581 60 -96 454 -1,908 -124
Internal income 579 1,014 804 1,174 3,571 5,475 -35
Assets 2,524,556 2,641,649 2,688,245 2,746,069 2,524,556 2,382,147 6
Liabilities 2,609,418 2,626,601 2,673,268 2,731,707 2,509,418 2,367,156 6
Allocated capital 15,138 15,048 14,977 14,362 15,138 14,991 1
Average number of employees 2,927 2,973 2,960 2,930 2,947 2,865 3
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FINANCIAL PERFORMANCE

Operating profit in other units not reported in the
business segments amounted to SEK 418m
(-1,947). A restructuring reserve of SEK
-1,470m was booked during the period of com-
parison. A preliminary provision of SEK -69m
(-213) was made for Oktogonen during the
period.

Net interest income totalled SEK 788m (486);
this was primarily linked to the Bank’s liquidity
management. During the comparison year, net
interest income was burdened by SEK -236m
for the further strengthening of the liquidity
reserve in Q2 2020. The Group’s euro liquidity is
placed with the Finnish central bank at a nega-
tive rate. This means that negative interest
income of SEK -468m (-570) is recognised in
the discontinued operations relating to Finland.
In the future, the Bank intends to transfer its
euro liquidity to the Netherlands, which will
mean that most of the negative interest income
will subsequently be included in other units.

Net gains/losses on financial transactions
totalled SEK -241m (-538). The preceding year
began with sharply increasing credit spreads in
the market, which led to a negative impact on
profit of SEK -262m during the period of com-
parison.

Staff costs decreased to SEK -3,317m
(-4,598); this was attributable partly to Oktogonen
and partly to the above-mentioned restructuring
reserve, where SEK -1,310m related to staff
costs. Other expenses during the comparison
period were affected by SEK -160m in the
restructuring reserve.

The average number of employees grew by
3% t0 2,947 (2,865). The number of employees
at the IT department totalled 1,925 (1,890).

OTHER UNITS NOT INCLUDED IN THE SEGMENTS | ADMINISTRATION REPORT

HANDELSBANKEN | ANNUAL AND SUSTAINABILITY REPORT 2021




THE HANDELSBANKEN SHARE AND SHAREHOLDERS | ADMINISTRATION REPORT

The Handelsbanken share and
shareholders

Handelsbanken's share has traded on the Stockholm stock exchange since 1871, making the Bank's
share the oldest currently listed on the exchange.

There are two classes of Handelsbanken’s
share: class A and class B. Class A shares are
by far the most common and represent more
than 98 per cent of all shares, both in terms of
the number of shares and the turnover. Class A
shares each carry one vote, while class B
shares have one-tenth of a vote. Each share
represents SEK 1.55 of the share capital. At
year-end, there were a total of 1,980,028,494
shares (1,980,028,494). The share capital was
SEK 3,069 million (3,069).

STOCK EXCHANGE TRADING
Handelsbanken'’s share has traded on the
Stockholm stock exchange since 1871, and
has been traded on several different market
places for many years. The largest of these in
terms of turnover is Nasdaq Stockholm, on
which an average of 4.2 million class A shares

in Handelsbanken were traded each day. The
Handelsbanken share is in the group of the
most traded shares on the Stockholm stock
exchange. For many years, the share has been
included in numerous sustainability indexes.

DIVIDEND

Where dividends are concerned, Handelsbank-
en’s policy is that the dividend level must not
lead to the capital ratios falling below a level of
one percentage point above the requirements
communicated by the Swedish Financial Super-
visory Authority.

At the ordinary Annual General Meeting on
24 March 2021, the shareholders resolved to
approve the Board’s proposal of a dividend
amounting to SEK 4.10 per share.

An extraordinary general meeting of share-
holders held on 21 October 2021 resolved to

approve the Board’s proposal of the distribution
of a total of 30,461,977 class A shares in AB
Industrivarden to the shareholders in Handels-
banken. Based on the closing price as at 21
October 2021, this corresponded to just over
SEK 8.5 billion, or SEK 4.32 per share in
Handelsbanken.

The Board proposes that the 2022 AGM
resolve on a dividend of SEK 5.00 per share.
The complete proposal on share dividends is
presented on page 217.

CREATING SHAREHOLDER VALUE

As at 31 December 2021, Handelsbanken’s
market capitalisation was SEK 194bn (164).
The market capitalisation thus increased

by SEK 30bn (-36) during the year, while the
Bank also distributed SEK 16.7bn in
dividends. In the past five-year period,

Handelsbanken’s shares 2021 2020 2019 2018 2017
Earnings per share, total operations, SEK 9.86 7.87 8.65 8.93 8.28

after dilution 9.86 7.87 8.58 8.84 8.20
Earnings per share, continuing operations, SEK 9.51 7.35

after dilution 9.51 7.35
Earnings per share, discontinued operations, SEK 0.35 0.52

after dilution 0.35 0.52
Ordinary dividend per share, SEK 5.00' 4.10 5.50 5.50
Total dividend per share, SEK 5.00" 8.42 5.50 7.50
Dividend growth, ordinary dividend, % 221 - 0 0 10
Price of class A share, 31 December, SEK 97.86 82.60 100.90 98.30 112.20
Price of class B share, 31 December, SEK 107.80 92.20 103.40 101.20 113.00
Highest share price during year, SEK 107.35 112.30 106.75 118.30 135.70
Lowest share price during year, SEK 82.10 7212 82.66 95.28 109.10
Share price performance, % 18 -18 3 -12 -1
Total return, % 29 -18 8 -6 -7
Dividend yield, % 511 5.0 - 5.6 4.9
Adjusted equity per share, SEK 90.87 84.90 78.60 72.90 72.90
Stock exchange price/equity, % 108 97 128 135 154
Average daily turnover on Nasdag OMX (no. of shares)

Class A 4,150,923 5,225,498 4,039,413 3,950,419 3,320,334

Class B 105,539 120,754 51,217 45,415 41,655
P/E ratio 9.9 10.5 1.7 11.0 13.5
Market capitalisation, SEKbn 194 164 200 191 218
No. of converted shares from the convertible subordinated loan issued in 2014, millions - 35.8
No. of shares as at 31 December, millions 1,980.0 1,980.0 1,980.0 1,944.2 1,944.2
Holding of repurchased own shares, millions - - -
Holding of own shares in trading book, millions = - - - -
Number of outstanding shares as at 31 December, millions 1,980.0 1,980.0 1,980.0 1,944.2 1,944.2
Dilution effect, end of period, millions 0.0 0.0 0.0 32.7 30.3
Number of outstanding shares after dilution, millions 1,980.0 1,980.0 1,980.0 1,976.9 1,974.5
Average number of outstanding shares, millions 1,980.0 1,980.0 1,956.8 1,944.2 1,944.2

after dilution 1,980.0 1,980.0 1,976.9 1,974.5 1,974.3

' Dividend as recommended by the Board.
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Handelsbanken has paid SEK 52bn in divi-
dends, while the market capitalisation has
fallen by SEK 52bn.

SHARE PRICE PERFORMANCE

The Swedish stock market (OMX Stockholm

30 index) grew by 29% during the year. The
Stockholm stock exchange’s bank index in-
creased by 39%. Handelsbanken’s class A
shares closed at SEK 97.86, an increase of 18%.
Including dividends, the total return was 29%.

REPURCHASE OF SHARES

At the AGM in March 2021, the Board received a
mandate to repurchase a maximum of 120 million
shares during the period until the AGM in March
2022. This mandate was not used in 2021.

OWNERSHIP STRUCTURE

In recent years, the proportion of non-Swedish
shareholders has increased, from 30 per cent at
the end of 2008, to 47 per cent (44) at year-end.
Handelsbanken has over 140,000 sharehold-
ers. Just over two thirds of these owned fewer
than 1,001 shares. Aimost two per cent of the
shareholders owned more than 20,001 shares
each, and together they held 90 per cent of the
share capital. Two shareholders own more than
10 per cent of the shares: Industrivarden and
the Oktogonen Foundation.

THE HANDELSBANKEN SHARE AND SHAREHOLDERS | ADMINISTRATION REPORT

Five-year share price performance
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Share dividends in the past 10 years

The largest Swedish shareholders Number % of % of
31 December 2021 shares votes capital SEK per share
Industrivarden 217,200,000 1.1 1.0 10
Oktogonen Foundation 198,225,141 10.2 10.0 9
Lundberg-gruppen 82,335,000 4.2 4.2 8
Handelsbanken funds 41,568,193 2.1 241 7
Swedbank Robur funds 27,284,420 1.4 1.4 6
Alecta 19,044,000 1.0 1.0 5
Folksam 13,730,969 0.7 0.7 4
The J. Wallander & T. Hedelius Foundation, The T. Browaldh Foundation 13,000,000 0.7 0.7 3
Avanza Fonder 12,544,810 0.6 0.6 2
SPP Fonder 12,412,845 0.6 0.6 1
SEB Fonder 11,821,264 0.6 0.6 0 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Skandia 10,733,643 0.6 05 B Ordinary dividend I Total dividend
3rd National Swedish Pension Fund 8,949,469 0.5 0.5 _
Nordea funds 8,285,378 04 0.4 canod ot n May 2015, Hitorcal dvdence
AFA Forsakring 7,316,334 0.4 0.4 have been adjusted for this.
Shareholdings per shareholder Shareholdings
31 December 2021

Shareholders Number of Number % of % of
Number of shares Number Class A shares Class B shares share capital votes
1-500 shares 82,626 9,437,861 3,552,959 0.7 0.5
501-1,000 shares 20,646 12,776,442 3,315,212 0.8 0.7
1,001-5,000 shares 31,923 65,366,422 9,857,994 3.8 3.4
5,001-20,000 shares 9,400 80,003,198 7,941,046 4.4 4.1
20,001- shares 2,287 1,777,193,242 10,584,118 90.3 91.3
Total 146,882 1,944,777,165 35,251,329 100.0 100.0
Shares divided into share classes Average prices/
31 December 2021 repurchased
Share class Number % of capital % of votes amount Share capital
Class A 1,944,777,165 98.22 99.82 3,014,404,606
Class B 35,251,329 1.78 0.18 54,639,560
Total 1,980,028,494 100.00 100.00 3,069,044,166
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Sustainability Report

This is Handelsbanken's statutory Sustainability Report for 2021. The report contains the sus-
tainability information required under the Annual Accounts Act and, unless otherwise stated,
the information herein refers to the entire Group. Any restrictions in the reporting are clearly
stated. The statutory sustainability report focuses on Handelsbanken's most material sustain-
ability topics, which have been grouped into four areas: Responsible financing, how we
finance our customers’ housing, projects and businesses. Responsible investments, how we
invest our customers’ savings and managed assets. Responsible advisory services, our
approach to financial guidance and investment advice. Being a responsible company, which
touches on, for example, how we are as an employer, reducing our own emissions of green-
house gases, and working actively to combat financial crime.
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Sustainability at Handelsbanken

The Bank’s business opportunities and successes depend on customers, employees, the general pub-
lic, investors and public authorities having trust in the Bank. A condition for this confidence is that the
Bank’s operations follow high ethical standards and that we take responsibility for our actions. As a
bank, we aim to contribute to sustainable development, chiefly through our business operations, and
through our products and services. The constant development of our sustainability work is important
if we are to maintain low risks, have employees who take prinde in where they work, and attract cus-
tomers, capital and new, talented employees. It is also significant for future generations and for confi-
dence in, and the stability of, the financial system.

A SUSTAINABLE BUSINESS MODEL

Sustainability is completely integrated into
Handelsbanken’s corporate culture and working
methods, permeating the Group’s operations in
all markets. For us, sustainability is not only a
commitment to environmental or social issues,
but rather something to be integrated into all
parts of our business and organisation. Our
sustainability strategy, like so much at Handels-
banken, must be included in a decentralised
way of working, characterised by a focus on low
risks and with a long-term commitment to our
customers. We focus on the big picture, which
is why sustainability must influence all of our
operations and every decision.

For Handelsbanken, the customer meeting is
at the centre of all we do — the starting point for
our business operations. Through a decentral-
ised way of working, stable finances, accounta-
bility regarding sustainability issues and a low
risk tolerance, Handelsbanken builds long-term
customer relationships.

Handelsbanken’s sustainability goals
Handelsbanken’s business model facilitates
responsible banking operations. By developing
and offering our customers sustainable prod-
ucts within our core operations: financing,
investment and advisory services, we can work
to maximise our positive impact, minimise

our negative impact and so promote a more

sustainable society. The Bank has formulated

goals within financing, investment and advisory
services.

e Responsible financing — by 2025, 20 per cent
of the Bank’s financing volume shall consist
of green financing, social financing or financ-
ing that contributes to the borrower’s meas-
urable, sustainable transition.

e Responsible investments — the investment
portfolios shall be in line with the goals and
transition pathway of the Paris Agreement,
achieve net-zero emissions of greenhouse
gases by 2040 at the latest, and increase the
funds’ contributions to the 2030 Agenda.
Interim targets include reducing our emission
intensity by 50 per cent, doubling invest-
ments in climate-related solutions by 2030,
a 30 per cent increase of the share of invest-
ments classed as sustainable by 2025 and

annual increases in positive outcomes of
engagement activities.

e Advisory services — by 2023 at the latest,
through business development and training
initiatives, in a measurable way create condi-
tions for gender-equal savings and thus con-
tribute to reducing the wealth gap between
men and women.

As well as the strategic business goals stated
above, Handelsbanken has two further over-
arching goals:

e To be, and to be recognised as, the most
sustainable bank among peer competitors.

o Net-zero emissions of greenhouse gases as
soon as possible and by 2040 at the latest. This
includes lending, leasing, and investments as
well as the Bank’s own operations such as
energy consumption and business travel.

In addition to these specific goals, we must act
responsibly in everything we do, from being a
relevant taxpayer, countering financial crime,
upholding human rights, to being a financially
stable bank and safeguarding our customers’
personal data and their financial health.

Direct and indirect contributions
A well-run bank that acts sustainably and
responsibly has a positive impact on the econ-
omy in general. This applies to direct economic
effects, such as paying corporate tax, as well as
indirect effects. For example, the conditions
under which we lend money can make a huge
difference, to both the individual and society. In
all the markets where Handelsbanken operates,
we fund growth and increase employment by
providing financing to companies. For example,
we are the largest player in terms of corporate
lending in Sweden, and more than a fifth of
household mortgage lending in Sweden is
financed by the Handelsbanken Group.
Banking operations in themselves have arel-
atively minor direct impact on the environment
and climate. Nonetheless, striving to constantly
reduce our own impact is important — for both
our employees and our customers. Reducing
paper consumption and cutting back on travel
by air and car, instead focusing on solutions for
remote meetings, help to reduce our negative

38 HANDELSBANKEN | ANNUAL AND SUSTAINABILITY REPORT 2021

impact. Digital solutions also help us and our
customers to reduce our climate footprint.

Handelsbanken’s greatest opportunities to
assist and influence sustainable development lie
in our business operations — when we finance
our customers’ projects and businesses and are
entrusted to manage customers’ assets. This is
why we work actively to support and escalate
our customers’ sustainable development. We
do this through dialogue and advice, within the
framework of financing, in discussions regarding
savings and by building relationships with our
customers. On issues such as the climate, envi-
ronment, human rights and inclusivity, we can
make a positive difference by supporting our
customers through their sustainable transition.
By helping our customers, whether large com-
panies, small companies, or private customers,
to be more sustainable, Handelsbanken itself
becomes more sustainable.

Customer-centric approach

We focus on the customer in everything we do,
and we are close to them and the communities
we operate in. At Handelsbanken, we focus on
personal meetings, regardless of whether the
customer chooses to meet us online, over the
phone or at one of our local branches. We also
know that whether they shop, buy a home or
invest money, more and more of our customer
want to ensure that their decisions contribute to
making the world a better place. We therefore
develop products and services that meet our
customers’ needs, but also contribute to the
sustainable development of society.

Approach to risk

Our financial strength and stability help us to
avoid becoming a burden on society. The Bank
has a low risk tolerance, which has helped us
keep credit losses at a low level. Instead, we
can positively contribute by being financially sta-
ble and a responsible taxpayer. Our sustainabil-
ity work is also characterised by a desire to pre-
vent and mitigate risks. We are well aware that
social and environmental matters can signifi-
cantly increase our credit risk, investment risk
and reputational risk. Sustainability risks are
thus integrated into our normal processes and
routines.



A sustainable business model

Responsible
investments

Responsible
financing

Long-term
relations

Financial
stability

The Bank as an employer

Our role as a responsible employer is based on
our fundamental belief in the willingness and
ability of individuals to make the right decisions.
Both managers and employees have a common
responsibility to see opportunities in one anoth-
er’s differences and treating each other

with respect. Gender equality, diversity and an
inclusive corporate culture are therefore part of
Handelsbanken'’s core values.

STAKEHOLDER DIALOGUE

To be a responsible bank, we must listen to our
stakeholders’ expectations and be receptive to
their opinions about our sustainability activities.
We actively engage in systematic dialogue with
our stakeholders, to ensure that we get our pri-
orities right. Through such dialogue, we can
better understand the expectations, opinions
and demands that our stakeholders have on us
and the way we conduct our operations. This
helps us to make well-founded decisions and
better prioritise our sustainability efforts in the
markets where we operate.

MATERIALITY ANALYSIS
The purpose of our materiality analysis is to
identify the sustainability topics where Handels-
banken’s operations have the greatest impact
on external parties, based on an economic,
environmental and social stakeholder perspec-
tive. Applying the materiality analysis, we define
the most important sustainability topics that we
must prioritise, report on and communicate
about. Handelsbanken has carried out compre-
hensive materiality analysis based on dialogues
with stakeholders from our stakeholder groups
in the markets where the Bank operates.
Stakeholder dialogues continued in 2020,
with a focus on adapting our business opera-
tions and communication to the UN Principles
for Responsible Banking (PRB), with Handels-
banken undertaking to comply with the six
principles that comprise the framework for
the initiative, within four years.
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In 2021, we analysed the results of the stake-
holder dialogues undertaken between 2018 and
2020, in order to ensure that our priorities and
our work are well founded. All stakeholder
groups were included in the analysis. As a result,
we categorised our material sustainability topics
into four focus areas:

e responsible financing

e responsible investments

e responsible advisory services

e corporate responsibility.

The outcome of the materiality analysis is pre-
sented on page 40.

OUR STAKEHOLDERS

Many private individuals, organisations and
companies are affected by how Handelsbanken
acts in various matters. Customer relations,
how we act as an employer, discussions with
our shareholders, and meetings with various
associations and organisations are examples of
stakeholder dialogues. They are affected by and
affect how we conduct our operations. For us,
corporate social responsibility means living up
to the reasonable expectations of these stake-
holders and acting so as to maintain their trust
in the Bank.

Handelsbanken'’s principal stakeholders are
customers, employees, owners and investors,
trade unions, and the community at large,
including special interest organisations, public
authorities and legislators. The Bank’s main
stakeholder groups have been identified,
based on the fact that Handelsbanken'’s oper-
ations materially affect them, or are materially
affected by them. Handelsbanken also
maintains a continuous dialogue with other
stakeholder groups, such as equity research
analysts, trade associations, sustainability
analysts, non-profit organisations, interna-
tional organisations, municipalities and county
councils, suppliers, press and media, students,
schools and universities.

Corporate
responsibility

Responsible
advisory services

Local
presence

Low
risk-taking

Customers

The most important dialogue occurs in the cus-
tomer meetings that take place every day.
These meetings are the starting point for our
ambition to create and uphold long-term rela-
tionships. They can be face-to-face at a branch,
over the phone, at digital meeting places or on
social media. By maintaining close, long-term
relationships with our customers, the Bank
gains a better understanding of what our cus-
tomers expect from our sustainability work.

Employees

Employees are an important stakeholder group
Without the right employees, it makes no differ-
ence how good our products or services are. By
participating in their unit’s annual business plan-
ning process, each individual employee can join,
contribute to and influence the way our busi-
nessis run. As of 2021, sustainability is a sepa-
rate part of the business planning, and of the
voluntary competency mapping that employees
are free to carry out, for example when chang-
ing their positions or work duties. Managers
with delegated responsibility for the work envi-
ronment must perform a work environment sur-
vey together with their employees and a work
environment representative at least once a year.
The Bank uses the work environment survey to
measure our achievements in work environment
efforts. The results also serve as a basis for the
local work environment plan, which is incorpo-
rated into the business planning.

Owners and investors

The shareholders ultimately determine how
Handelsbanken is governed. Shareholders’
right to decide on matters concerning the com-
pany’s affairs are exercised at shareholders’
meetings. At such meetings, individual share-
holders also have the opportunity to pose ques-
tions to the Bank’s Board of Directors and exec-
utive management. Shareholders show a great
deal of interest in Handelsbanken’s annual gen-
eral meetings. In the past five years, sharehold-
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ers corresponding to more than 50 per cent of
the votes have been represented. In order to limit
the spread of Covid-19, the Board made the
decision that both the ordinary Annual General
Meeting 2021 and the extraordinary Annual
General Meeting in October 2021 would be held
without the physical presence of shareholders,
representatives or external parties. Sharehold-
ers were able to exercise their voting rights at
the respective meetings via postal voting. The
Bank provides investors, analysts, rating agen-
cies and other capital market players with infor-
mation regarding Handelsbanken’s operations,
sustainability work and financial performance.
Throughout the pandemic, the Bank’s manage-
ment, together with Inverstor Relations, has had
numerous telephone and video meetings with
the Bank’s equity and debt investors.

Trade unions

Handelsbanken has long had good relation-
ships with the trade unions we deal with, and
this is an important part of the Bank’s culture.
There is an ongoing dialogue between union
representatives and managers concerning the
operations, on matters such as significant
changes — where valuable insights and know-
ledge are shared as early as the concept stage.

Society

Handelsbanken has an ongoing dialogue with,
for example, supervisory authorities, central
banks, regulatory bodies, as well as govern-
ments and parliaments in Sweden, the EU and
the rest of the world. Sustainability is a topic

that comes up ever more often in discussions
between the authorities and the Bank. The Bank

also maintains contact with several non-govern-
mental organisations (NGOs). During the year,
we have had multiple ongoing dialogues,
responded to questions and participated in
discussions and seminars, to ensure that we
remain abreast of the latest developments in
sustainability and are up to date with important
viewpoints.

Sustainability analysts

Around 30 investment banks have research
analysts who regularly monitor Handelsbanken
and its share. In recent years, many of these
investment banks have supplemented their tra-
ditional company evaluation with an additional
evaluation from a sustainability perspective.
Independent research firms focusing solely on
sustainability are also becoming more promi-

Responsible
financing

e Offer responsible financing.

¢ A broad range of sustainable loan
and financing products.

* By 2025, 20 per cent of the Bank’s
financing volume shall consist of
green financing, social financing
or financing that contributes to the
borrower’s measurable,
sustainable transition.

* Green loans SEK 31.1 billion
(21.4), of which green mortgages
SEK 8.7 billion (5.4).

* Approved assets in green registry
SEK 17.0 billion (14.1).

e Sustainability-linked loans SEK
32.4 billion, of which drawn SEK
3.3 billion.

¢ Green bonds issued volume EUR
1,000 million (1,000).
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Responsible
investments

* Invest responsibly.

* A broad range of saving and
investment products that factor in
sustainability topics, such as
climate and the environment,
social issues, human rights and
anti-corruption.

Net-zero emissions of greenhouse
gases by 2040 at the latest.

Increase the funds’ contribution to
the 2030 Agenda for Sustainable
Development.

Emission intensity has increased
by 10 per cent to 55 tCO,e/SEK m
(50) in our funds.

Investments in climate-related
solutions have decreased from 9
per cent of assets under
management to 5 per cent.

Sustainable investments have
decreased from 32 per cent of
assets under management to 26
per cent.
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Responsible
advisory services

* Engage in responsible advisory
services.

¢ Inform and educate customers.

¢ Gender-equal advisory services.

* By 2023 at the latest, through
business development and
training initiatives, in a measurable
way create conditions for gender-
equal savings and thus contribute
to reducing the wealth gap
between men and women.

Atotal of 4,017 advisors are
licensed by SwedSec or through
an equivalent advisory service
qualification.

739 employees have completed
training in gender-equal pension
advisory services.

Launch of the Gender-equal
pensions initiative to customers
and employees.
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Corporate
responsibility

* The Bank’s social responsibility.

* Counteract financial crime.

* Minimise environmental and
climate impact.

* Privacy and confidentiality.

* Work environment and working
conditions.

® | eadership and development.

* Gender equality and diversity.

® Salaries and remuneration.

* Net-zero emissions of greenhouse
gases as soon as possible and by
2040 at the latest.

* Minimise the Bank’s direct
environmental impact.

® Zero tolerance of financial crime.

e Since 2013, the Bank has reduced
its emissions by 70 per cent.

® 41 per cent (41) of managers are
female.

* 90 per cent of employees have
completed training in anti-corrup-
tion, and prevention of money
laundering and terrorist financing

* Approximately only 1 per cent of
the Group’s employees are eligible
to receive performance-based
variable remuneration.

g s DRSS 13 2

il |aie| @

16 o snee

ANDSTRONG
ISTITUTIONS



nent, whereby analysts evaluate many dimen-
sions of the Bank’s sustainability work. These
evaluations often take the form of extensive
questionnaires, but also include dialogues with
individual analysts. During the year, Handels-
banken responded to around twenty enquiries,
surveys and analyses from various international
actors.

Suppliers

Handelsbanken purchases goods and services
from numerous suppliers. In the Swedish opera-
tions, approximately 71 per cent of the total vol-
ume of purchases come from more than 140 of
the Bank’s several thousand suppliers. With the
Bank’s Supplier Code of Conduct as a starting
point, we maintain a continuous dialogue with
the most prominent suppliers, with sustainability
issues being a central aspect. One result of
these dialogues is that we motivate and engage
employees, while also improving both our own
and our suppliers’ sustainability work.

SUSTAINABILITY ORGANISATION

Handelsbanken'’s sustainability work is decen-
tralised and carried out wherever the Bank’s

Stakeholder model

4131909

All stakeholders have expectations of Handels-
banken. They all wish the Bank to be stable and
responsive to their expectations. How well the
Bank manages to live up to these expectations
has an impact on the continued success of
Handelsbanken.

The Sustainability Committee’s work in 2021

* The Bank'’s sustainability goals ratified by the
Central Board

® Structuring of future working groups based
on sustainability goals and business areas
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business and operational decisions are made.
The work is co-ordinated by a Group-wide spe-
cialist function headed by Handelsbanken’s
Head of Sustainability, who reports directly to
the Group Chief Executive. Starting from March
2022 the Head of Sustainability is also part of
the executive management. The Head of Sus-
tainability is also the Chair of Handelsbanken’s
Sustainability Committee, which was formed in
2010 and reorganised in 2021. The Sustaina-
bility Committee analyses the sustainability work
undertaken by the Group and, where neces-
sary, takes on a co-ordinating role. Potential
problems and business opportunities are high-
lighted, and pre-emptive plans of action are
established. Decision-makers from both the
business operations and central departments
make up the Sustainability Committee. Several
of the members are also part of the Bank’s
executive management. The Sustainability
Committee convenes at least three times per
year, or more often if necessary.

In order to ensure that we make the best
use of our capability for innovation, and work
together across all parts of the Bank, there are
additional working groups with a remit relating

Corporate governance at Handelsbanken

to sustainability. One example is the Green
Finance Committee (GFC), which is responsible
for determining technical criteria for green loans,
and for approving assets for inclusion in
Handelsbanken'’s portfolio of green assets. In its
assessment, the Committee considers areas
such as life-cycle analysis, positive effects on
the climate, powers of resistance and scientific
targets. There are also cross-regional teams
with sustainability managers for different geo-
graphical markets, as well as committees in
Handelsbanken Fonder that decide on matters
such as methodology development, exclusion
lists and whether companies meet the require-
ments to qualify as being in transition, for
exemple to greener business models.

Handelsbanken has also launched a pro-
gramme to meet the growing reporting and
transparency requirements relating to sustaina-
bility. The programme will support the business
operations and make it possible for us to follow
up and communicate on our sustainability
goals, as well as report according to regulations,
requirements from public authorities and external
obligations.

—P Selects/appoints/initiates
---9 Informs/Reports

Central Board

A A

Group Chief Executive

-~

Sustainability Committee

/
L’

'
|
Sustainability Taskforce :
'

Group Sustainability

\
N

Green Finance Committee
Sustainablity Home Markets

Sustainability Programme

* Update on the Sustainability Programme
 Future regulatory requirements

BRI D D S

* Reporting on Sustainability Programme

* Gender equality and Diversity council

* Enhanced sustainability criteria for

purchases
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HANDELSBANKEN AND THE SUSTAIN-
ABLE DEVELOPMENT GOALS

Handelsbanken’s Sustainability Committee has
analysed the 17 Sustainable Development
Goals and their 169 targets to determine the
focus of our operations, and how we can inte-
grate them in the operations within the frame-
work of the Bank’s material topics. The analysis
was based on the degree of influence, both indi-
rect and direct, identified risks and opportuni-
ties, and the Bank’s most material sustainability
topics. Consequently, in the next few years

we will focus on the following six goals:

e Gender equality

e Decent work and economic growth

e |ndustry, innovation and infrastructure

e Sustainable cities and communities

e Climate action

e Peace, justice and strong institutions.

For all these goals, Handelsbanken can contri-
bute through our own operations and through
business relations. The importance of gender
equality, decent work conditions and children’s
rights are a natural part of our own operations.
We want to help highlight and accelerate their
progress in the communities we serve and the
companies we do business with.

With significant lending to the property sec-
tor, we have particular responsibility in terms of
sustainable cities. In corporate lending we want
to contribute by reducing our indirect impact on
the climate and by financing companies leading
the way in the transition to a more sustainable
economy. The goal of peace, justice and strong
institutions includes the goal of substantially
reducing illicit financial flows and significantly
reducing all forms of corruption and bribery, an
area where banks play a crucial role.

The 17 Sustainable Development Goals and
the 169 related targets represent the agenda for
achieving a sustainable future by 2030. Our
business can contribute to all 17 in the long
term, and although we have the greatest impact
on the six goals named above, here we provide
examples of our work with several of the goals.

B et
EwA

g SDG 5 (5.5) Gender equality
The Bank’s goal for gender-equal advisory ser-
vices is, by 2023 at the latest, through business
development and training initiatives, in a measura-
ble way create conditions for gender-equal sav-
ings. As part of its corporate governance, Handels-
banken Fonder also works on gender equality
and initiates dialogues with companies with few
women on their Board of Directors. Handels-
banken Fonder appointed women to 79 per cent
of the nomination committees we served on in
2021. Our view is that the composition of nomina-
tion committees can have a real impact on the
realisation of gender-equal boards.

SDG 7 Affordable and clean energy
Handelsbanken Fonder invests in companies that
develop or use technologies and techniques to
ensure access to sustainable energy for all, or that

limit global warming. This includes companies
that make a positive contribution to more efficient
energy consumption through means such as
alternative energy sources or environmental tech-
nology. In the Forestry and farming business area,
the Bank has launched a new concept that will
allow us to offer landowners in Sweden the option
of installing solar parks, or to lease out land for
this purpose. In Sweden, Handelsbanken offers
loans for the purchase of solar panels or geother-
mal heating, known as green energy loans. The
Bank has partnered with an energy company to
provide customers with an advantageous offer for
the purchase of solar panels.

§ tunwse
ECONMCGRINTH

/\/" SDG 8 (8.7) Decent work and
economic growth

Handelsbanken carries out engagement work to
combat modern slavery. We engage actively with
20 companies in the construction and clothing
industries to work towards better due diligence,
improved transparency and improved wages, as
well as enhanced purchasing procedures.

gigém SDG 9 Industry, innovation and
infrastructure

Handelsbanken Forestry and farming is a partner
of the Rural Economy and Agricultural Societies’
Agtech Challenge, an innovation competition for
all Swedish companies operating within agricul-
ture, horticulture or reindeer herding, aiming to
increase profitability and sustainability in Sweden
through innovation and digital development.

12 Einimon
SDG 12 Responsible consumption
and production

Within the payments business area, Handels-
banken has partnered with Mastercard on a
comprehensive project to identify how the Bank
can best guide our customers towards making
more sustainable choices in their consumption.
Atotal of 800 customer interviews took place in
the project.

13
Acnow

> SDG 13 (13.A) Climate action

Handelsbanken has set a goal of net-zero emis-
sions by 2040 at the latest. Handelsbanken
Fonder has quantified its sustainability goals that
will achieve net-zero emissions from all invest-
ment portfolios by 2040 at the latest. These goals
are in line with the Net Zero Banking Alliance and
Net Zero Asset Manager initiative. Prior to COP26,
the Bank was a signatory to an open letter
addressed to the leaders of the G20 countries.
The letter challenged governments to strengthen
their commitments towards achieving the targets
of the Paris Agreement.

1 o
SDG 14 (14.2, 14.4) Life below water

Handelsbanken Fonder carries out engagement
work with salmon companies in which we are
major investors. From a sustainability viewpoint,
salmon is a protein source with low emission
intensity but is also associated with several sus-
tainability challenges, and we thus maintain con-
stant dialogue with the companies we are
invested in.
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SDG 15 Life on land

Analysts at Handelsbanken Markets have pub-
lished research on the impact of biodiversity on
forestry companies, and have also invited forest
owners to digital events about biodiversity and
climate work.

SDG 16 (16.2) Peace, justice and
strong institutions

Together with the children’s rights organisation
ECPAT Sweden, we work to obstruct and prevent
payments connected with material depicting the
sexual abuse of children. This is one example of
how our business can help to strengthen chil-
dren’s rights.

Below follow several examples of Handels-
banken Fonder’s investments in companies
offering products and services that contrib-
ute to the SDGs.

344/_ SDG 3 (3.8) Good health and
well-being

We have invested in a company that works to

reduce the impact of diabetes in society — both by

developing new treatments and by distributing

insulin in developing countries.

' CXm; SDG 3 (3.8, 3.A) Good health
and well-being, and 12

(12.2 12.A) Responsible consumption and

production

We have invested in a company with numerous

cosmetics brands, which actively works on ensur-

ing the sustainable manufacture of its products.

During the pandemic, the company reorganised

parts of its production process to make up the

shortfall of hand sanitisation products.

6 S
RO SHTATON

E SDG 6 Clean water and sanitation
We have invested in companies involved in water
purification and water efficiency, including a US
company that is a market leader in the purification
and recycling of water.
gg& SDG 9 (9.1, 9.4) Industry, innovation

and infrastructure

We have invested in companies related to the
semiconductor shortage. One of these helps
semiconductor manufacturers to produce smaller
and more energy-efficient semiconductors. This
has positive energy efficiency effects on many
sectors, such as health care, energy and mobile
communications.

NS

‘Eé SDG11(11.1,2,3,6and 11.A)

w225 Sustainable cities and communities
We have invested in companies whose architects,
engineers and other specialists create solutions to
manage urbanisation, harness the potential of
digitalisation and make the societies of the future
more sustainable.

PE=E
SDG 12 Responsible consumption
and production

We have invested in a sustainability-linked bond
issued by one of the world’s largest food retailers.
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SUSTAINABILITY RISK

Sustainability risks can arise if the Bank fails to
identify and manage risks related to the environ-
ment, the climate, social conditions and corpo-
rate governance in accordance with the poli-
cies, guidelines, commitments and ambitions
that form the basis for our general sustainability
work. Also included is the risk that the Bank
overlooks sustainability risks in its operations
that fall outside the framework of existing poli-
cies and guidelines. This could ultimately result
in negative financial consequences for the Bank,
as well as proving harmful to our reputation.

Sustainability risks span many areas, such as
the environment and climate, human rights,
working conditions, financial crime, information
and IT security, and corporate governance
issues. Sustainability risks are also inherent to
other types of risks, such as credit risk and
financial risks, as well as compliance risks.

The identification, management and preven-
tion of sustainability risk is important from both
a financial and a legal perspective, as are our
actions as a community stakeholder. These also
play a critical role in the confidence we instil in
the public, as well as our relationships with

customers, employees, owners and investors.
Handelsbanken'’s view is that responsible
actions are thus essential to long-term value
creation.

Handelsbanken'’s activities for managing sus-
tainability risk follow our decentralised model
and are aligned with the Bank’s generally low
risk tolerance. The Bank’s business operations
bear the responsibility for identifying sustainabil-
ity risks and managing these. This is done within
a framework of established processes for risk
management.

Risk area Risk description Potential risk impact on Actions to minimise the risk Leading conventions, guide-
Handelsbanken lines and frameworks
Climate Climate-related risks are diverse, complex and The risk is primarily linked Develop and improve our capacity to iden-  Task Force on Climate-related

often hard to measure. These risks can be split into
physical risks and transition risks. Assets which,
from a longer-term perspective, are deemed to be
highly exposed to climate-related risks and risk
losing their entire value are often referred to as

‘stranded assets’.

Physical climate risks arise as a consequence of
global warming brought about by increased green-
house gas emissions. This results in increased
occurrences of extreme weather events, as well as
rising sea levels, coastal erosion and similar conse-
quences. These may, in turn, have a large impact
on, including damage to, assets we have financed,

or may affect companies we invest in.

to increased credit losses and
capital costs due to a deterio-
ration of customers’ financial
positions.

Weakened return on the
Bank’s investments.

Inadequate compliance,
which could eventually lead
to legal consequences in the
form of fines or other
sanctions.

Risk of impaired reputation
and decreased customer
satisfaction.

tify, measure, manage and report risks
associated with both physical climate-
related risks and transition risks in the
investment and credit processes, as well
as our process for risk control and report-
ing. This involves develop our existing pro-
cedures and processes in relevant areas,
with the aim of more effectively being able
to identify, value and also stress test
assets exposed to climate-related risks.

Periodic screening of companies we
invest in, checklists in the credit assess-
ment process, support with the help of
sector-specific sustainability risks estab-
lished by external experts, documentation

Financial Disclosures (TCFD).

The UN Environment Programme
Finance Initiative (UNEP Fl).

EBA Guidelines on loan origination
and monitoring.

Partnership for Carbon
Accounting Financials (PCAF).
Science Based Targets initiative
(SBTI).

The UN Principles for Responsible
Banking (PRB).

The UN Principles for Responsible
Investment (PRI).

Transition risks are risks that arise through changes
to legislation, changes in the demand for products
and services, changed customer behaviour or
other structural shifts which take place as part of

requirements, systems support. Equator Principles.

Policy documents and instructions for
responsible investment and responsible

society’s attempts to transition to a climate-neutral credits.
economy, as a means of combating global warming. Reporting in line with the TCFD
recommendations.

Increased credit losses due to
a deterioration of customers’
financial positions.

Environmental risks are linked to both our own
operations and the suppliers we use, but also to
the companies we invest in and grant credit to. The
risks may be associated with direct environmental
incidents, pollution or other negative impacts on
the environment or ecosystems. However, they

Environment Supplier Code of Conduct. The UN Environment Programme

Finance Initiative (UNEP Fl).

EBA Guidelines on loan origination
and monitoring.

Periodic screening of companies we
invest in.

Weakened return on the
Bank’s investments.

Checklists in the credit assessment

process, support with the help of The UN Principles for Responsible

may also be indirect, such as business relations Inadequate compliance, sector-specific sustainability risks Banking (PRB).
with companies engaging in operations that are which coulq lead to legal con-  established py exterr_wal experts, The UN Principles for Responsible
not aligned with the transition to an environmentally ~Seduences in Fhe form of fines  documentation requirements and Investment (PRI).
sustainable economy, or which do not give or other sanctions. systems support. o
Equator Principles.

sufficient attention to environmental issues in
their operations.

Risk of impaired reputation
and decreased customer
satisfaction.

Policy documents and instructions for
responsible investment and respons-
ible credits.

Human rights,
social conditions and
working conditions

The risk of abusing human rights is greatest in the
role the Bank has as a lender and when we invest in
companies, although the risk is also present in our

own operations.

Reputational damage and
weaker financial position.

Inadequate compliance,
which could lead to legal con-

Mandatory training for employees,

the Supplier Code of Conduct, supplier
audits, the revision and strengthening

of related processes connected with the

The UN Universal Declaration of
Human Rights.

The International Labour
Organisation’s core conventions.

Group’s operations and its range of

Risks related to social conditions chiefly concern N
products and services.

working conditions. This refers mainly to health and
safety, harassment and victimisation, as well as
union rights, reasonable wages and rights to all
employee benefits as regulated by law.

sequences in the form of fines

X The UN Convention on the Rights
or other sanctions.

of the Child.

The UN Guiding Principles on
Business and Human Rights.

Periodic screening of companies we
invest in, checklists in the credit assess-
ment process, support with the help of
sector-specific sustainability risks estab-

In our own operations, the risk is mainly linked to Children’s Rights and Business

the Bank as an employer and the Bank's business lished by external experts, documentation  Principles.
culture, as well as relationships with suppliers. requirements and systems support. The UN Global Compact.
Policy documents for responsible invest- UK Modern Slavery Act

ment and responsible credits.
EBA Guidelines on loan origination
and monitoring.

EU legislation for anti-money
laundering and customer due
diligence.

Financial crime These risks are chiefly associated with the use of
the Bank’s products and services for criminal activ-
ity. This refers primarily to money laundering, cor-
ruption, terrorist financing, various types of fraud,

tax crime and other serious financial crime.

Legal consequences,
resulting in substantial fines
or other sanctions, or claims
for damages.

Mandatory training to raise employees
awareness, constant revision and
strengthening of related processes.

Customer due diligence, including
customer committees and transaction
monitoring.

Reputational damage and
weaker financial position.

Information Risks linked to deficiencies in the management of Financial consequences aris-  Administrative systems, such as rules ISO 27001 International Standard.
security and personal information and company information with  ing from fines or other sanc- and instructions, as well as technical Standard of Good Practice
IT security respect to availability, accuracy, confidentiality and/  tions, or claims for damages.  security solutions.

produced by Information Security

or traceability. Forum (ISF).

Continuous follow-up of events which
occur both within and outside our
operations, for example, through
collaboration in international forums.

Impaired reputation and
decreased customer
satisfaction.

Employee training and informing cus-
tomers, in order to increase awareness
of the threats and risks related to infor-
mation security.
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Responsible financing

For us, sustainability means acting responsibly and
with a long-term perspective in areas where the
Bank can make a difference. One of our greatest
opportunities to make a difference is through respon-

sible financing and lending.

GOALS FOR 2025

As more than 80 per cent of our income derives
from lending, Handelsbanken has set a goal
within responsible financing — that, by 2025, 20
per cent of the Bank’s financing volume shall
consist of green financing, social financing or
financing that contributes to the borrower’s
measurable, sustainable transition.

We continue to work to support all customer
groups in their sustainable development. This
requires us to develop more sustainable and
competitive financing products. Therefore, we
will establish ambitious development plans for
new products based on local conditions in
terms of customers and regulations, particularly
in the construction and property sectors in each
of our main markets. Customers in other sec-
tors will also be able to access corresponding
financing products. International regulations
such as the EU taxonomy will be of great impor-
tance in classification of green assets. In order
to achieve our goal, we work with both green
loans and sustainability-linked loans, for which
the terms and conditions must contribute to the
borrower’s measurable, sustainable transition.
This goal is in line with Goal 9, Industry, Innova-
tion and Infrastructure, Goal 11, Sustainable
Cities and Communities and Goal 13, Climate
Action.

BUSINESS INTELLIGENCE AND

IMPACT ANALYSIS

Our in-depth impact analysis and development
and application of relevant methodology has
continued throughout 2021 and will progress in
2022. It has been extensively co-ordinated with
the mapping of climate risks undertaken in con-
nection with the climate report we published late
2021, and is available at handelsbanken.com/
sustainability.

Inits report, “2019 Global Status Report for
Buildings and Construction, Towards a zero-
emissions, efficient and resilient buildings and
construction sector”, the International Energy
Agency wrote that the buildings and construc-
tion sector represented 36 per cent of final
energy use and 39 per cent of energy and pro-
cess-related carbon dioxide emissions in the
real estate sector in 2018. The report states that

reduced emissions are crucial in order to
achieve the undertakings in the Paris Agree-
ment, and reach the Sustainable Development
Goals.

Several international organisations have
stated that financing is a decisive factor in the
development towards a sustainable society.
The UNCTAD World Investment Report 2014
“Investing in the SDGs: an Action Plan” states
that at a global level, annual investments of
between USD 5 and 7 trillion are needed
between 2015 and 2030 in order to achieve
the Sustainable Development Goals.

Loans to the public

Of the Bank’s total lending at 31 December

2021, 82 per cent is financing of the property

sector. Customers are private individuals,

housing co-operative associations, small- and
medium-sized companies and large property
companies. The Bank has clear guidelines for
its business relations as regards, among other
things, human rights, working conditions and
environmental and climate-related concerns.

In our impact analysis, the Bank has estab-
lished that:

e our opportunities for increased positive
impact and decreased negative impact in
terms of the environment and climate are
mainly within the construction and property
sector.

e the Bank’s various customers groups are well
represented in this sector. Therefore we have
good opportunities to support customers in
their sustainability work and, together with
them, push development towards achieving
the Paris Agreement and the Sustainable
Development Goals in line with national and
local regulations in the markets where the
Bank operates.

e responsible financing is a crucial factor for
sustainable development in society.

In the markets where Handelsbanken mainly
operates, the majority of our lending is property-
related, meaning that the impact analysis is rele-
vant for the whole bank. Adaptation to national
and local regulations are of major importance in
product development and customer collabora-
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By 2025,

20 per cent of the Bank’s
financing volume shall consist
of financing that contributes to

the borrower’s measurable,
sustainable transition.

tion. This is also completely in line with Handels-
banken’s decentralised working methods, local
presence and regional conditions. For example,
various governments have set different dates for
when their countries are to be climate neutral,
which willimpact each market’s work.

Exposure to climate-related risks
Handelsbanken stepped up its environmental
guidelines with regard to the fossil-fuel sector in
20186, clarifying that the Bank is to be aware of
and act on risks associated with the extraction
and usage of fossil fuels among the companies
we have business relationships with.

As part of the work undertaken within the
framework of the TCFD recommendations, see
pages 72-73, and the climate report published
during 2021, we have presented our lending to
carbon-intensive sectors in line with the TCFD
recommendations. One result is that the Bank
has, over time, reduced our lending to this sec-
tor. Since 2017, lending has decreased by 70
per cent, to SEK 1.6 billion as at Q3 2021, cor-
responding to 0.1 per cent of total loans to the
public.

OUR IMPACT THROUGH SUSTAINABLE
FINANCING

For several years the Bank has offered green
and sustainability-linked financing as well as
advisory services in green market financing to
anumber of sectors. The sectors affected, pri-
marily by green loan financing, are construction
and real estate, although product development
in green financing also includes assets within
forestry and renewable energy.

Green bonds and thematic bonds

The market for green bonds and thematic
bonds has developed very well during 2021.
There appeared to be a pent up demand in the
market after the substantial impact of Covid-19
during the previous year. Green bonds became
less common, while activity increased in regards
to social bonds with the purpose of funding
measures and costs related to Covid-19. For
the full year, the green loan volume issued by
Nordic bond issuers was just over SEK 400 bil-
lion, corresponding to an increase of over 60



per cent. This was a very strong outcome, and
shows that growth in sustainable financing is
back to historic high levels.

Handelsbanken takes an active role in advi-
sory services for green bonds, and has been
involved in developing many green financing
frameworks for Nordic issuers. A major trend at
present is the adaptation of financing frame-
works to the EU’s proposal for common termi-
nology referring to green activities, the EU tax-
onomy. The Bank puts great emphasis on
analysing and guiding our customers regarding
these proposals. We also work to encourage
discussion and spread knowledge through mar-
keting efforts and customer communication.

Green lending products

Handelsbanken offers three types of green
lending products. Green loans refer to loans
to companies and housing co-operative
associations for financing buildings that
meet certain environmental criteria as well
as loans to renewable energy and sustaina-
ble forestry, water management, waste
management and environmental transport.
Green mortgages refer to loans to homes
such as villas, townhouses and apartments
that meet certain environmental criteria.
Green energy loans are available to private
customers, companies and housing co-
operative associations, and are intended for
the financing of investments in energy effi-
ciency improvements in properties.

Green loans

Since 2017, Handelsbanken has offered green
loans for projects and investments that promote
a more sustainable society. Examples include
financing renewable energy, waste manage-
ment, sustainable forest management, green
transport and energy-efficient, environmentally
smart buildings. These areas are crucial for a
transition in line with the Paris Agreement,
where a renewable energy system and reduced
climate impact from the construction and prop-
erty sector will be vital. To ensure that the envi-
ronment and climate are taken into considera-
tion when a green loan is used for financing, we
have developed technical criteria that must be
satisfied by all green loan products. We offer
green loans to large corporates in all of our home
markets, and also to smaller companies in
Sweden, Finland and Denmark. Green committed
loan offers and green building credit are available
to corporate customers when financing green
projects. Interest in green, sustainable financing
continues to increase and green loans amounted
to SEK 22.4 billion (16.0) during the year .

" A process has been initiated to divest Handelsbanken’s
operations in Denmark and Finland. The share of green
loans was SEK 1.9 billion in Denmark and SEK 2.6 billion
in Finland during the year.
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EU taxonomy-aligned green loans

The EU taxonomy is a tool for classifying envi-
ronmentally sustainable investements. The
purpose is to ensure that the financial sector
works according to the same guidelines when
considering which economic activities can be
termed ‘green’. To be classed as green, the
activity must make a significant contribution
to one or more of six established environmen-
tal goals, must do no significant harm to any
of the other goals, and must meed certain
minimum sustainability requirements. The
focus is currently on the climate and the envi-
ronment, but is expected to eventually
expand to include social factors. Handels-
banken offers its corporate customers green
loans that meet the requirements of the tax-
onomy. Thus far, the number of taxonomy
loans is limited, but we expect to see a steep
increase in activity regarding green loans
adapted to the taxonomy.

Green mortgages

Since 2019, Handelsbanken offers green mort-
gage loans to private customers in Sweden
whose buildings fulfil the requirement for energy
class A or B, or which have the Nordic Swan
Ecolabel, or the Sweden Green Building Coun-
cil’'s environmental certification at gold or silver
level. Volumes have increased steadily and, at
year-end, green mortgages amounted to SEK
8.72 billion (5.37).

Green energy loans

Green energy loans were launched in Sweden
in May 2021, and are loans intended to support
sustainable transition. The purpose is to
finance an investment with green objectives
with favourable terms. In this way, Handels-
banken can support customers to make more
green investments. Private customers can take
a green energy loan, which is unsecured, to
purchase solar panels, geothermal heating
solutions and electric vehicle charging stations.

Proportion of

Loans to the public, total lending,
31 December 2021 SEK bn %
Private individuals 1,238 51.3
of which mortgage loans 1,036 42.9
Housing co-operative associations 267 1.1
Property management 677 28.0
Manufacturing 23 0.9
Retail 31 1.3
Hotel and restaurant 9 0.4
Sea transport 4 0.2
Other transport and communication 8 0.3
Construction 19 0.8
Electricity, gas and water 13 0.5
Agriculture, hunting and forestry 23 1.0
Other services 18 0.7
Holding, investment and insurance
companies 62 2.6
Other corporate lending 15 0.6
Sovereigns and municipalities 7 0.3
Total loans to the public 2,414 100.0

Green energy loan corporate, with collateral in
real estate, is intended for companies or hous-
ing co-operative associations looking to invest
in green energy efficiency solutions, such as
solar panels, ventilation, geothermal heating
and electric vehicle charging stations. In total,
green energy loans amounted to SEK 32.0 mil-
lion at year-end.

Green leasing

For companies wanting to finance electric-
powered vehicles, electric-powered carriers and
buses, corporate customers have been able to
select green leasing since 2021. At year-end,
green leasing amounted to SEK 50.5 million.

Sustainability-linked loans
For customers who do not require green financ-
ing for a specific project or investment but who
have clear, ambitious sustainability efforts,
Handelsbanken can offer sustainability-linked
loans providing the customer with an incentive
to improve within predetermined sustainability
targets. These targets may either be an ESG
rating, externally quantifiable targets such as
Science-Based Targets, or company-specific
targets such as carbon dioxide reduction,
energy efficiency, recycling rate or sustainable
purchases. Demand for sustainability-linked
loans was high during the year and many large
companies choose this structure for their credit
facilities, particularly for multibank credits, but
also for bilateral credits — such as in the UK,
where the Bank has been active in issuing
revolving credit facilities for companies, where
the terms and conditions are based on how the
company meets its sustainability goals.
Common features of green loans and sus-
tainability-linked loans are that they focus
on customers’ sustainability work going for-
ward. Green and sustainability-linked loans also
give customers the opportunity to communicate
regarding their sustainability work and may
lower the company’s financial costs.

Loans to the public 2021 - Geographical breakdown

B Sweden 63.8%
UK 10.2%
B Norway 12.0%
W Denmark 4.6%
M Finland 5.9%
The Netherlands 3.1%
Other countries 0.4%

Total: SEK 2,414 billion

Loans to the public 2021 — Sector breakdown

M Private individuals ~ 51.3%
Corporates 37.3%

M Housing co-operative
associations 11.1%

M Sovereigns and
municipalities 0.3%

Total: SEK 2,414 billion
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Product development and collaborations

Extensive work on product development was

carried out in 2021, in Sweden and in the other

markets in which Handelsbanken operates. The

positive development we saw during the year,

with high demand from our customers, means

that we plan to launch more loan products and

services with sustainable goals for both private

and corporate customers in the coming years.

Processes and product development are

adapted to differing geographical markets as

necessary. In 2021, we have

e formed internal working groups for product
development in each country, and a central
co-ordinating function for these to ensure
better knowledge sharing

e developed tools to support discussions
about, and the assessment of, sustainability
work at small and medium-sized companies

e invited customers and stakeholders to pro-
vide feedback and “benchmarking” for prod-
ucts and advisory services

e initiated external collaborations working to
develop advisory tools mainly for SMEs

e trained employees in products and advisory
services, for example, with videos explaining
how to discuss sustainable financing in cus-
tomer meetings

® increased engagement in various stakeholder
groups such as trade associations

e developed collaborations with, for example
the KTH Royal Institute of Technology,
regarding impact analysis, technical data for
product development and staff training

e engaged in business development activities
internally and with external partners to facili-
tate the collection of sustainability data from
customers.

To smooth the way for our customers in the cli-
mate transition, and to help them understand
the importance of reviewing their energy con-
sumption, we have created a new website with
tips and advice on energy efficiency improve-
ments. In conjunction with this, Handelsbanken
began a collaboration with Vattenfall, a Swedish
energy company, to present discounted solar
panel offerings to private customers.

During the year, a significant focus area has
also been seeing how we can best contribute to
and influence our corporate customers in their
sustainable transition. As a result of the pilot,
which took place in Sweden, Handelsbanken
will be initiating a collaboration in 2022 with the
technology consultancy company Sweco,
which offers our real estate customers advice
and analysis of climate risks, energy consump-
tion measures and other sustainability aspects
relating to their properties. Handelsbanken in
the UK was a co-founder of the Bankers for
NetZero initiative during the year, which is a col-
laboration between lenders, business figures
and decision makers. In Norway, Handels-
banken has been strongly focused on preparing
its corporate customers for forthcoming disclo-
sure and reporting requirements relating to ESG
risks, particularly climate risks. Tools have been

developed in co-operation with, for example the
Norwegian Institute of Public Accountants.

OUR GREEN BONDS

By issuing green bonds, Handelsbanken has yet
another tool for promoting the long-term devel-
opment of sustainable solutions by financing
green projects.

Handelsbanken has issued two green bonds,
in 2018 and 2020. The first bond was issued in
June 2018, a five-year green senior bond for
EUR 500 million. The second bond was issued
in November 2020 and was for EUR 500 million
with a seven-year maturity. Both were possible
as a result of the Green Bond Framework estab-
lished by the Bank. The Framework received a
rating of ‘Dark Green Shade’ - the highest pos-
sible — from Cicero, the Center for International
Climate Research, an independent body. The
two issues attracted a great deal of interest from
the market and were heavily over-subscribed.

The capital raised through the issue of
Handelsbanken’s green bond is used for lending
to clearly definable investments that lead to
low carbon dioxide emissions and a climate-
sustainable future. Examples of this are clean
transport, sustainable forest management,
green buildings, renewable energy and sustain-
able water management. In May 2021, for the
third time, the Bank reported the environmental
impact of its green bond by publishing a Green
Bond Impact Report, which also contains
examples of how the approved green assets
comply with the criteria in the framework.

Green registry

Handelsbanken has built up a green registry,
consisting of credits that finance green projects
and that comply with the requirements and cri-
teria stipulated in Handelsbanken’s green bond
framework. At the time of issue in summer
2018, the assets in the green registry totalled
approximately SEK 10 billion. At the end of
2021, the volume had increased to SEK 17
billion.

RESPONSIBLE LENDING

Lending to households and companies makes
up a substantial part of Handelsbanken’s opera-
tions. The Bank considers it paramount that
lending is based on an assessment of the indi-
vidual customer’s repayment capacity, so the
Bank does not grant credit to customers who
we determine will not be able to repay their
loans. Weak repayment capacity can never be
justified by arguments that the customer is pre-
pared to pay a high interest rate or can offer
the Bank satisfactory collateral. Our approach
protects the individual customer from running
into financial difficulties due to excessive debt.
This benefits the Bank, the customer and
society at large.

The business evaluation is an effective
method for branches to identify and assess
risks. It also provides a foundation and docu-
mentation for other areas in the Bank when
evaluating credit risk, and in monitoring that
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Breakdown of credits in green registry

B Green buildings 45%
Sustainable forestry 22%
M Clean transportation ~ 14%
W Pollution, Prevention
and Control 1%
B Renewable energy 5%

Sustainable Water
and Wastewater
Management 3%

branches factor sustainability criteria into credit
risk assessments.

To gain an idea of how sustainable a com-
pany is, and to identify potential sustainability
risks, the credit-granting process must consider
environmental, social and governance factors
and the associated risks — particularly environ-
mental factors and the impact of climate
change. In order to contribute to the Bank’s
responsible financing goal and to ensure that
we comply with applicable regulations, clarifica-
tions have been made with regard to climate
risks during the year. We separated climate risks
from the environment section of the credit
assessment, introducing this as its own main
area in 2021. At the same time, the instructions
for assessing climate risk were made clearer,
and documentation requirements for larger
credits were expanded.

Sustainability is a vital aspect of the Bank’s
credit policy. The policy states that the Bank’s
lending must be responsible and meet high ethi-
cal standards. For example, we exclude financ-
ing for coal extraction or coal power, and have a
restrictive approach to lending to companies
that extract fossil fuels.

Handelsbanken respects human rights, fun-
damental principles of working conditions and
environmental and climate considerations, and
supports anti-corruption measures regardless
of where in the world the Bank operates.

The Bank supports international initiatives
and guidelines with a shared aim to encourage
and facilitate corporate sustainability. In our
lending, we must therefore assess and evaluate
each customer’s stance on these principles and
guidelines. The Bank can reject the granting of a
credit if the sustainability risks are considered
too high, and for example a company does not
apply such guidelines.
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Responsible

Investments

We are convinced that investments in sustainable
business models working within the limits of the

planet are a condition for generating financial

value for our customers.

As a part of the financial system and as man-
ager of our customers’ savings, Handelsbanken
plays an important role in facilitating society’s
transition to sustainable development. To clarify
how we will do this, we have set a number of
challenging sustainability goals. Here we
describe how the subsidiaries within the Sav-
ings & Pension business area work with respon-
sible investments. The focus is on the subsidiary
that can have the greatest impact, Handels-
banken Fonder, which is responsible for just
over 84 per cent of the total assets under man-
agement at Handelsbanken.

HANDELSBANKEN FONDER

Handelsbanken Fonder AB is a fund manage-
ment company with approximately 100 mutual
funds. The company has active, passive and
allocation management. The fund company has
a permit to conduct fund management opera-
tions since 1991.

ORGANISATIONAL STRUCTURE AND
GOVERNANCE

The Chief Executive of Handelsbanken Fonder
is responsible for sustainability-related policies
and strategies. The sustainability work is led by
the Head of Sustainability, who is responsible
for the development of policies, strategies, and
methods and tools related to sustainability. The
business area heads of active, passive and allo-
cation management are responsible for integrat-
ing sustainability into their respective business
areas, in line with policies and strategies, and for
ensuring that the sustainability analysis is part of
the management work.

Handelsbanken Fonder has the following
committees which prepare various matters for
decision by the Chief Executive:

e Credit committee
e Corporate governance committee
e Sustainability Committee, which

— decides on the assessment of companies

in relation to exclusion requirements

— decides on companies that meet our crite-

ria for qualification as a company in transition

— decides on methodology development
for the analysis and assessment of these
criteria

— decides on the exclusion list applying to
the fund company’s investments.

Risk Forum

The Risk Forum and Sustainability Risk Forum
are convened by Handelsbanken Fonder’s risk
control function with the purpose of analysing
and evaluating the risks and performance of the
funds. All business areas are covered by both
forums.

Policy

Handelsbanken Fonder’s sustainability work is
guided by our Policy for shareholder engage-
ment and responsible investment. The Policy
describes the starting point for integration of
sustainability, our undertakings in terms of
Global Compact, the Principles for Responsible
Investment (PRI) and international norms and
conventions. It also describes the methods for
sustainability applied in the asset management
and principles of our corporate governance.

Competency development

It is important for Handelsbanken Fonder that all
of its employees, particularly those working with
the management of our funds, maintain a high
level of relevant expertise within the field of sus-
tainability. During the year, all employees in both
Handelsbanken Fonder and the majority of the
fund company’s external nomination committee
members have completed sector-wide sustain-
ability training and certification. Within the active
management business area, asset managers
have taken part in a workshop on Human Rights
Due Diligence, and the following subjects have
been addressed at quarterly strategy meetings:
the EU taxonomy, new and planned regulations,
sustainable banks, sustainability in the electrifi-
cation of cars, biodiversity and data security.
We also actively participate in investor networks
to help promote our sector’s development of its
sustainability work. Participation in networks is

2040

net-zero greenhouse
gas emissions from
all investment
portfolios.

T
Increase the funds’
contribution to the 2030
Agenda for Sustainable
Development.

also a key part of our own information gathering
and development. Further information about
these networks can be found in the Sustaina-
bility Fact Book at handelsbanken.com.

VISION AND SUSTAINABILITY GOALS
Handelsbanken Fonder’s vision is to create finan-
cial wealth and planetary health through sustain-
able investments. In order to clarify our path to
achieving this, we have established sustainability
goals, constituting part of Handelsbanken
Group’s obligations under the UN Principles for
Responsible Banking, which the Bank signed in
2019, and the fund company’s obligations
according to the Net Zero Asset Managers
(NZAM) initiative.

The purpose of setting quantitative goals is to
ensure measurable results, and also allow our
stakeholders to follow our development. To
achieve the goals, we need to strengthen our
engagement work, our analytical methodology
and our reporting. At least once a year, we wil
report on our results in relation to the goals, in
accordance with the requirements set out for
goal achievement by the PRB and NZAM regula-
tions. In our calculations, 2019 is used as the
starting value. Regular follow-up activities are
undertaken in the fund company’s Sustainability
Risk Forum, which already monitors the funds’
sustainability performance.

The goals encompass all of our funds, and
relate to two main areas. In 2022, we began to
analyse the implementation of the goals in the
Group’s two other fund management units, in
the Netherlands and the UK: Optimix and
Handelsbanken Wealth & Asset Management.

Paris-aligned investment portfolios

The climate transition requires us to shift away
from carbon dioxide-intensive technologies,
which among other things requires major invest-
ment in solutions relating to renewable energy
and energy efficiency. Therefore, we have set a
goal of net-zero emissions' from all investment
portfolios by no later than 2040. To this end, we
are working towards two main interim targets:

' This concept entails greenhouse gases from human activity being equivalent in size to the greenhouse gases removed from the atmosphere through a process known as carbon
removal. For this to be achieved, the main factor is to reduce emissions to as close to zero as possible. Any remaining greenhouse gases can be offset with an equivalent amount
of carbon removal, by means such as tree restoration or direct air capture and storage.
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e 50 per cent reduction in our funds’ emission
intensity by 2030

e doubling of investments in climate-related
solutions by 2030.

The IPCC'’s special report’ states that a 50 per
cent reduction in carbon dioxide emissions is an
absolute precondition if global warming is to be
limited to 1.5 degrees.

Considering Handelsbanken Fonder’s high
exposure to the Nordic region, one of the
world’s richest and most technologically
advanced areas, we have elected to align our
goal with the IPCC's goal, and reduce emissions
from our holdings by 50 per cent.

Increase our contribution to the 2030

Agenda for Sustainable Development

With our second goal, we want to focus on

additional challenges facing the world, such as

safeguarding basic human rights and needs —

for example the right to education and health-

care, access to clean water, financial inclusion,

gender equality and inclusivity. The starting

point is the 2030 Agenda, and our goals are,

from 2019, to:

e increase the proportion of sustainable invest-
ment by 30 per cent by 2025

e increase engagement activities with a positive
outcome every year until 2025.

Outcome 2021

Emission intensity has gone from 50 tCO e/
SEK'min 2020 to 55 tCO,e/SEK min 2021.
There are many contributing factors to the
emissions moving in the wrong direction. One
of the most significant is that the fund company
has increased its focus on investments in com-
panies in transition — companies assessed as
central to the energy transition, but that today
are major emitters. The fund company remains
committed to its goal of halving emissions by
20830. This goal will mainly be achieved through
shareholder engagement, and will result in a
linear reduction rate.

Both the proportion of climate-related solu-
tions and the proportion of sustainable invest-
ments have decreased from 2020 to 2021.
Climate-related solutions have decreased from
9 per cent to 5 per cent and sustainable invest-
ment from 32 per cent to 26 per cent. The out-
come underlines the challenge facing us. Two
important contributors to this development was
the market performance and flows in 2021.
Several of the companies classified by the fund
company as sustainable investments, as well as
many of the funds with the highest exposure to
these companies, had a very positive develop-

ment during 2020. This trend was less pro-
nounced in 2021, which is also reflected in the
fund company’s overall figures.

The disclosures regarding emission intensity
are based on information from ISS ESG. The
disclosures present a snapshot of the portfolio’s
carbon footprint and the calculations are not
exhaustive. For further information on key fig-
ures and calculation methods, see the Sustain-
ability Fact Book, page 5.

SUSTAINABILITY IN OUR FUND
MANAGEMENT

Together with financial criteria, ESG factors are
integrated into our analysis and investment
decisions. The approach varies depending on
the asset class and asset management strat-
egy. The purpose of the sustainability analysis is
to identify risks in companies’ business models
and to find companies at the forefront of the
transition to sustainable development. In our
active equity management and fixed-income
management, the sustainability analysis is part
of the company analysis and investment pro-
cess. In the same manner, it forms a part of the
fund analysis and investment process in our
active allocation management when funds are
selected for inclusion in fund portfolios. In pas-
sive management, the funds are rules based,
meaning that the sustainability approach

of each fund is integrated into the funds’ index
methodology and strategy.

The following three methods are common
starting points for this work, irrespective of the
type of management:

We exclude investments in companies with
business models that are not sustainable in the
long term and risk counteracting the aims of the
2030 Agenda and its SDGs.

We include companies that run their operations
in line with — or promote — sustainable develop-
ment in accordance with the 2030 Agenda for
Sustainable Development and the goals in the
Paris Agreement.

We influence companies to act responsibly
and run their operations in a sustainable way.
We also aim to engage the sector as a whole
and promote sustainability work through dia-
logues, investor networks and corporate gov-
ernance work.

Exclusion?
In general, we exclude investments that are at
odds with our role as a responsible investor, as
well as companies where our assessment is
that the sustainability risks cannot be managed
through engagement efforts and dialogue. We
also exclude companies with products and ser-
vices that entail a major risk of negative impact
on their environment, society and various stake-
holders, or that bring about heightened sustain-
ability risks in the companies’ value chains.
Handelsbanken Fonder has adopted a
restrictive approach to the fossil fuels industry
for many years, and has excluded investments
in coal-based companies since 2015. In 2018,
we took the strategic decision to widen our
exclusion criteria to apply to the majority of our
funds. This work continued in 2021, and by
year-end there were no investments in compa-
nies involved in production or distribution within
extraction of, or power generation from, fossil
fuels, with the exception of investments in com-
panies in transition, which are permitted to have
a limited exposure to fossil fuels. For these
investments, there can be an exemption from
the principle of excluding fossil fuels, if the com-
pany fulfils our criteria for qualification as a

" Global Warming of 1.5°C. See the full report here: ipcc.ch/sr15/.
2 According to the Swedish Investment Fund Association’s definition of exclusion, no more than five per cent of turnover in
the company where the investment is made may derive from operations related to such products or services.

Limits for exclusion

Max. Max.
turnover turnover
Sectors production distribution
Prohibited weapons' 0% 0%
Nuclear weapons 0% 0%
Weapons and military equipment 5% 5%
Alcohol 5% 5%
Tobacco 0% 5%
Cannabis 5% 5%
Pornography 0% 5%
Commercial gambling 5% 5%
Fossil fuels — extraction 5% 5%
Fossil fuels — power generation 5%? 5%?2
Oil sands 0%
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' Cluster bombs, anti-personnel mines, chemical and
biological weapons.

2For the majority of our funds, there can be an exemption
from the principle of excluding fossil fuels, if the company
fulfils our criteria for qualification as a company in transi-
tion. For further information, refer to the respective fund’s
prospectus.

For services related to these sectors, the upper limit is 50
per cent. Services refers to, for example, marketing, key
components, raw materials, machinery and technical appa-
ratus, technology, IT and support services.

A handful of ETFs are exempt from the limits presented in
the table. Work is in progress to see how these funds can
also be adapted so they fulfil the same requirements as for
our other funds. For further information, refer to the respec-
tive fund’s prospectus.



company in transition. By investing in compa-
nies in the energy sector (production, distribu-
tion and transmission) in the process of transi-
tioning their operations, we can transfer capital
from fossil fuels to renewable energy, and in
doing so contribute to accelerating the transi-
tion. Read more about companies in transition
on page 52.

We exclude companies that derive more than
five per cent of sales from controversial sectors
such as alcohol, tobacco, cannabis, commer-
cial gambling, weapons and military equipment,
pornography and fossil fuels. We also exclude
prohibited weapons, nuclear weapons and
companies which violate international norms
and conventions in areas such as human rights,
the environment, labour rights or combating
corruption and bribery. See the “Limits for
exclusion” table on page 48.

Out of Handelsbanken Fonder’s total range of
101 (104) funds, we offer 96 (84) that actively
exclude controversial operations, including fossil
fuels.! At year-end, total assets managed in these
funds were SEK 904 billion (678), corresponding
10 99.6 (95.6) per cent of the fund volume.

For our actively managed equity funds and
fixed-income funds, the requirements in the
table on page 48 apply when we exclude com-
panies and sectors. Our actively managed allo-
cation funds have corresponding requirements
as for the funds we invest in, irrespective of
whether these are Handelsbanken Fonder’s
own funds or from external fund managers. For
our passively managed funds, the exclusion
requirements are integrated in the funds’
respective index or strategy.

" The following funds do not, at present, actively apply our
sustainability requirements in full. On the basis of their
investment universe, there are direct investments in alco-
hol in XACT OMXC25 (UCITS ETF) and indirectly through
OMXS30, and derived exposure to tobacco and commer-
cial gambling operations in XACT Bull (ETF), XACT Bull 2
(ETF), XACT Bear (ETF), XACT Bear 2 (ETF).

Paris-aligned Benchmarks - selection process

Investment

universe and conventions

Exclusion
e Controversial sectors

e Companies that violate
international norms

e Companies that signifi-
cantly harm environ-
mental objectives

SUSTAINABILITY REPORT | ADMINISTRATION REPORT

Justification for exclusion requirements

In many industries, it is difficult to ensure zero
tolerance in all parts of the value chain, and a
limit of five per cent thus applies. Exclusion
therefore means that a maximum of five per cent
of turnover in the company where the invest-
ment is made is permitted to comprise the
activities in question. The limit of five per cent
also corresponds to the limit set by the Swedish
Investment Fund Association for “exclusion”. It
can be difficult to establish the exact turnover
related to a specific sector, which means that
the external ESG analysis we rely on is permit-
ted to estimate the turnover level. This may lead

EXAMPLES OF INVESTOR STATEMENTS

Increased climate ambitions
Handelsbanken Fonder is a signatory to the
“2021 Global Investor Statement to Govern-
ments on the Climate Crisis”. This statement
exhorts the governments of the world to set
national targets for net-zero emissions by
2050, to phase out subsidies for fossil fuels, to
discontinue coal-based energy production
before 2030, and to establish plans for recov-
ery after Covid-19.

Handelsbanken Fonder has also signed

“Investor Expectations for the banking sector”,
drawn up by IGCC in co-operation with its
members. The objective of this statement is to
encourage the banking sector to reduce
financing for the fossil fuel sector, and compa-
nies engaged in other activities that generate
significant amounts of carbon dioxide.

Biodiversity
Ahead of the UN Convention on Biological
Diversity,

Inclusion
e Companies with explicit
emissions targets (SBT)
* Companies that contrib-
ute to the environmental
goals of the 2030 Agenda
e Companies in transition

Sectors

Read more about Handelsbanken’s Paris-aligned Benchmark funds on page 52.

Optimisation
* Carbon dioxide reduction
® High Climate Impact

* Minimisation of active risk

to the level being either under-estimated or
over-estimated compared to the actual situa-
tion. The method of using exclusion critera
means that the percentage limits for turnover
level are strictly applied and consideration can-
not be taken of positive sustainability work or
actual risks in the company.

Follow-up and control

The fund management company’s risk control
function daily monitors that the funds follow pro-
visions regarding exclusion of companies. This
includes not investing in companies that violate
international norms and conventions.

COP15, the fund management company has
signed the “Financial Institution Statement
ahead of the Convention on Biological Diversity
COP15”. In this statement, countries are chal-
lenged to create a new global framework for
biodiversity by setting ambitious goals that
necessitate the adaptation of financial flows to
promote biodiversity.

Human rights

Via the Investor Alliance for Human Rights,
Handelsbanken Fonder has signed the “Inves-
tor Statement on Corporate Accountability for
Digital Rights”, about companies’ obligations
regarding digital rights, directed towards lead-
ing operators within information and communi-
cations technology and stating expectations as
regards how they should be addressing human
rights. We have also signed the “Investor
Statement on Human Rights and Business
Activities in Myanmar”, in which the call is
made for companies to uphold their corporate
social responsibility to respect human rights.

Paris-aligned
benchmarks
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Inclusion

We apply a long-term investment horizon and
actively seek to invest in companies with sus-
tainable operations or whose products and ser-
vices promote sustainable development. We
also include companies that contribute to the
transition to a low-carbon economy, in line with
the Paris Agreement.

For actively managed equity funds and fixed-
income funds, the company evaluation is criti-
cal. Each company is analysed based on rele-
vant questions regarding its strategy, financial
and non-financial results and risks, capital
structure, social and environmental impact and
corporate governance. The analysis is based on
information from the companies, external
sources and our own research.

Allocation management offers actively man-
aged fund-of-funds. This means that invest-
ments are made in other funds rather than in
individual companies. The process for fund
investments and follow-up takes into account
sustainability criteria at both the mutual fund
and fund management company levels. It also
looks at organisation, sustainability, the man-
agement team and the investment process.
For all fund managers, with no exceptions,
we demand systematic sustainability work.

Index management and other passive man-
agement are rules-based types of fund man-
agement where the sustainability approach of
each fund is integrated into the funds’ index
methodology or strategy. We therefore see it
as vital to actively select indexes and strategies
that reflect our sustainability requirements.
Indexes are produced in collaboration with an
index supplier and a supplier of sustainability
analyses.

Certain indexes tracked by our passively
managed funds include companies based on
their sustainability work. This is done through an
evaluation of the companies’ ESG ratings, and

Active engagement

companies that successfully manage sustaina-
bility-related risks and opportunities are
favoured. We also offer funds with indexes that
select and weight companies so that the portfo-
lio’s emissions of greenhouse gases are aligned
with the Paris Agreement’s climate goal.

Engagement

We see it as crucial to a company'’s long-term
success that sustainability is well integrated into
business models. Thus the objective of our
engagement work is to use dialogues and
shareholder influence to shape the activities of
the companies we invest in, and to push them
in a more sustainable direction.

Our engagement work takes many forms:
different types of dialogues, participation in
investor networks and statements, and active
corporate governance.

Dialogue
Dialogues and engagement may take place
either directly between a portfolio manager and
a company or together with other investors.
Dialogues cover a variety of sustainability topics,
such as demands for a greater degree of trans-
parency and reporting sustainability work. More
specific issues relating to environmental impact
and human rights, as well as labour laws, can
also be covered. As active managers, we main-
tain regular contact with the companies we
invest in, meet company management and visit
the operations. In 2021, we held direct dia-
logues with 23 companies. Our allocation man-
agement team also holds ongoing dialogues
with fund management companies and manag-
ers aimed at influencing their investment activi-
ties to move in a more sustainable direction.
There is a benefit to collaborative engage-
ments, as multiple investors together represent
a larger ownership share. This sends clear sig-
nals to the companies that the issues need to

be taken seriously. The impetus for collaborative
engagements is often suspected or confirmed
violations of international norms and conven-
tions, with the focus on the UN Global Com-
pact’s core areas: human rights, labour rights,
the environment and anti-corruption. Collabora-
tive engagements also take place within the
framework of international co-operation and
sector initiatives focusing on a specific topic,
such as palm oil or the climate. In 2021, we par-
ticipated in 308 collaborative engagements.

Investor networks and statements

We actively participate in investor networks to
help promote the asset management sector’s
development of its sustainability work. Partici-
pation in networks is also a key part of informa-
tion gathering and development.

We also frequently put our name to investor
statements directed at companies or other
decision-makers, in which we pressure them to
raise their ambitions within the field of sustaina-
bility in numerous ways. In 2021, we have
added our name to and signed eight statements
in areas such as the climate, human rights, digi-
tal rights and the aviation industry’s manage-
ment of climate risks.

Corporate governance

Active and responsible governance in the com-
panies we hold in our mutual funds is an impor-
tant part of our duty as an asset manager. As a
shareholder, we can exert an influence over
companies, and we exercise active governance
in both our actively and passively managed
funds. One of the most direct ways we can
exercise this influence is through representation
on nomination committees and voting at share-
holders’ meetings. The starting point is our pol-
icy for shareholder engagement and responsible
investment and our guidelines relating to nomi-
nation committee work. We act in accordance

Breakdown of dialogues

B Environmental issues  59%
Social issues 25%
M Corporate governance 11%

B Overlapping areas
of sustainability 5%

U a Active engagement

CORPORATE GOVERNANCE

DIALOGUES
q A Dialogues with Investor networks Nomination
Direct dialogues - ; .
other investors and collaborations committee
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with the relevant sector regulations from the
Swedish Investment Fund Association, the
Swedish Corporate Governance Code, and the
guidelines for investment fund managers as
shareholders.

Examples of important questions in our cor-
porate governance work are transparency and
sound information exchange, the expertise and
composition of the Board, fees and remunera-
tion to Board members, remuneration systems
and incentive schemes in the companies, as
well as sustainability work and visions.

In our corporate governance work, we priori-
tise companies where we are major sharehold-
ers or which show deficiencies in their govern-
ance or sustainability work. For example,
through our small cap funds, we often become
large owners in relatively small companies, par-
ticularly in Sweden, when we participate in new
listings and invest in companies recently
launched on the stock exchange. These com-
panies often have a lower level of expertise
within corporate governance and we can make
a difference here.

Nomination committee work

The most direct impact we can have as owners
is by serving on nomination committees. As a
rule, we therefore accept such positions when
offered, as we believe that nomination commit-
tees have a crucial role in corporate governance
and give us the opportunity to affect the compo-
sition of the Board. Our guidelines for nomina-
tion committee work are sent to all companies
that offer us a seat on their committee. The
guidelines describe our focus, namely:

e expertise and composition of board

e the importance of sustainability expertise

e diversity and gender equality on boards.

The objective of instilling the board with a broad
range of expertise and diversity is to ensure that

Nomination committees and
shareholders’ meetings

Corporate governance 2021 2020 2019 2018 2017

Nomination committees 47 M 34 36 33

Number of nomination

committee places to which

we have appointed women 79% 71% 65% 63% 50%
Shareholders’ meetings' 1,019 647 813 382 130
Of which Swedish

companies 338 238 224 158 80
Of which non-Swedish

companies 681 409 589 224 50
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the board considers several perspectives when
addressing important matters. Our opinion is
that this both increases value generation and
reduces risks.

For many years, Handelsbanken Fonder has
worked towards set goals to ensure good gen-
der distribution in the nomination committee
group, which has had positive results. Handels-
banken Fonder appointed women to 79 per
cent of the nomination committees we served
onin 2021. We believe that this gives us a sound
footing to increase the momentum within the
companies in the matter of gender-equal boards.

Ahead of annual general meetings in 2021,
Handelsbanken Fonder participated in 47 nomi-
nation committees. The proportion of women
on the boards proposed by these committees
remained relatively unchanged, from an average
of 36.6 per cent in 2020 to 36.5 per centin
2021. Handelsbanken Fonder will sit on almost
70 nomination committees for 2022. We will
continue to focus on more gender-equal boards
in our nomination committee work for 2022,
but we remain humble, considering the size of
the task.

Shareholders’ meetings

Our mutual funds invest in a great many compa-
nies spread over many geographical markets.
By voting at shareholders’ meetings, we can
influence many of the companies that our funds
have holdings in. We generally vote at share-
holders’ meetings for companies where our
holdings exceed 0.5 per cent, or when particu-
larly important items are raised.

In 2021, we voted at 1,019 ordinary and
extraordinary shareholders’ meetings, in 46
countries. Votes were cast either in person at
the meetings or through proxies via electronic
voting. By using proxy voting, we are able to
reach more companies and geographical
markets.

Voting at shareholders’ meetings

M Sweden 338
USA 153
m UK 83
Norway 48
B Finland 47
M China M
2 Brazil 37
W Saudi Arabia 35
Denmark 29
Spain 28
M Japan 24
B Mexico 17

Other countries 139

"On 1 April 2020, the funds previously managed by Xact Kapitalférvalt-
ning were transferred to Handelsbanken Fonder AB. The totals for 2017
and 2018 include Luxembourg. The fund management operations in

Luxembourg were discontinued in December 2018.

EXAMPLE OF A CLASS ACTION

In 2020, Handelsbanken Fonder and three
US pension funds were appointed lead
plaintiff in a class action against the US
bank, Wells Fargo. It was claimed that Wells
Fargo, over a long period of time, assured
the market that they had rectified the defi-
ciencies in their internal governance and
control where they received sanctions from
the US supervisory authorities. This was not
the case. When it became public that Wells
Fargo had by no measure implemented the
improvements demanded by the supervisory
authorities, the share price was substantially
adversely affected, which had a negative
impact on two of our index funds. In Sep-
tember 2021, a New York court rejected
Wells Fargo’s request to dismiss Handels-
banken Fonder’s claim. The court’s ruling
means that the proceedings will continue,
and the possibility of settlement being
reached, whereby financial compensation is
provided to the shareholders affected, has
risen dramatically. A decision on the matter
is expected in 2022 or 2023.

Voting on sustainability topics
In principle, we support shareholder proposals
that promote corporate sustainability and
greater transparency in recording and reporting
the company’s climate impact and work with
human rights and labour rights. In 2021, we
voted at 230 shareholders’ meetings at which
sustainability was on the agenda. In total, we
voted on 161 shareholder proposals. In 84 of
these cases we voted in favour, and in 77
against, company management’s proposal.
Climate-related proposals have been a focus
area in 2021. These have quite often referred to
improved reporting, particularly with regard to

Reporting of class actions

Total compensation Number of
Year in USD settlements
2021 379,507 25
2020 879,456 13
2019 3,760,000
2018 18,717 4
2017 48,559 2
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Companies in transition — decision-making process

Decision
communicated to
stakeholders

The decision is communi-
cated to internal and
external stakeholders.

Analysis of the
company according
to established criteria

* Development in line with the
Paris Agreement

* Business operations not
primarily fossil-fuel based

Decision by
Sustainability
Committee

The Sustainability Commit-
tee decides whether the
company qualifies as

a company in transition.

Company
identification

Fund managers identify
companies with the
potential to qualify as a

company in transition. The company list is

* Pace of investment supports
the transition to renewables

The sustainability team
assists in the analysis work.

V' N

Ongoing analysis and checks that the company meets criteria. Ongo-
ing updates of this follow-up to the Sustainable Committee.

climate risks, and to how the company will con-
tribute to achieving the goal of the Paris Agree-
ment. We have also seen that the pandemic and
matters relating to social justice have increased
demands for more data on how HR matters are
managed, such as pay differentials, career
opportunities and security incidents. For US
companies, issues touching on human rights
and, above all, diversity have been in sharp
focus.

Incentive programmes

It is increasingly common that companies wish
to set up equity-related incentive programmes
for senior management. In general, we are posi-
tive to management having the same incentives
as other shareholders, but see it as important
that such programmes are transparent about
targets and their fulfilment, and remuneration
levels. Together with other institutional owners,
we demand a certain level of transparency in the
design of these programmes, and have, as part
of the Institutionella Agares Férening — IAF
(Institutional Owners Association for Regulatory
Issues in the Stock Market), prepared a docu-
ment with guidelines for how these programmes
should be presented. We receive many enquir-
ies from companies about these programmes
before they are presented at the shareholders’
meeting, and have detailed discussions about
them. Before the 2021 meetings, we had 15
discussions on this subject. In addition, we ana-
lysed several other incentive programmes prior
to avote.

Disputes and settlements

It happens that companies we have invested
in breach regulations in some way, such as
marketplace rules or related to corruption.

Such violations may result in legal proceed-
ings being brought against the company,
often as a class action. These are often
resolved through a settlement, with the com-
pany being compelled to compensate share-
holders for losses incurred. Settlements may
also include demands, for example in the form
of changes to the board of directors, new or
amended internal rules, or control activities. In
order for Handelsbanken Fonder to safeguard
the rights of the fund unit holders in such pro-
ceedings, we engage two law firms to monitor
the companies’ actions and future processes.
In 2021, our funds received USD 379,507 in
class actions in the USA. This amount came
from 25 different settlements and accrued to
27 of our funds.

Index funds aligned with the

Paris Agreement

In 2021, seven of our index funds changed to
Paris-aligned Benchmarks (PAB). At year-end,
total assets managed in these funds were SEK
99.5 billion, corresponding to 10.9 per cent of
our managed assets. Following this change,
our funds can serve as a tool for investors and
savers looking to reduce the carbon footprint of
their funds and to align their saving activities
with the Paris Agreement. Changing index is
part of our work towards the goal of a 50 per
cent reduction of our portfolios” emission inten-
sity by 2030, and a key milestone on the way to
net-zero emissions.

Investing in companies in transition

We see investment potential in companies tran-
sitioning their operations from fossil-fuel-based
energy production to renewable energy. By
investing in companies making efforts to transi-
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published on
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tion their energy production, we can transfer
capital from fossil fuels to renewable energy. We
are convinced that these will be the successful
companies of the future. Consequently, we
accept a certain amount of exposure to the fos-
sil fuel sector if a company meets our require-
ments to qualify as a company in transition. This
applies to most of our funds, and relates to
companies in power generation, transmission
and distribution of electricity.

Handelsbanken Fonder’s sustainability com-
mittee decides whether a company meets the
requirements established for qualification as a
company in transition. Thus far, 18 companies
have been approved, meaning that our actively
managed equity funds and fixed-income funds,
actively managed allocation funds and some of
our passively managed funds can invest in
these companies. The index funds that track
Paris-aligned Benchmarks are also able to
invest in companies in transition. However, the
decision in this case is not made by the fund
company’s sustainability committee, but rather
is based in clear quantitative rules tied to the
index methodology. At present, three compa-
nies are approved for investment by these funds.

Read more about our requirements for com-
panies in transition at handelsbankenfonder.se.

Sustainable bonds

The range of sustainable bonds available in the
bond market is growing. Our active fixed-
income management carefully monitors this
development, and is a major investor in green,
sustainable and social bonds. We have also
invested in sustainability-linked bonds. These
bonds facilitate the responsible financing of a
company’s transition, using predefined sustain-
ability targets that the company is required to



Handelsbanken SDG Solutions Model

Al model
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Internally
developed SDG
classification

Analysis of text in annual reports
and sustainability reports. Material
structured digitally.

meet, together with the ongoing reporting of its
progress. At the end of 2021, holdings of green,
sustainable and social bonds amounted to
SEK 48 billion.

Nordic Swan Ecolabelled mutual funds

In May, two more of our funds, Handelsbanken
Global Tema and Handelsbanken Tillvéaxt-
marknad Tema, became eligible to use the
Nordic Swan Ecolabel. Our sustainability aims
and efforts permeate all of our fund manage-
ment, and the Nordic Swan Ecolabel represents
an external confirmation of this for these funds.
The Nordic Swan Ecolabel is an official ecolabel
in the Nordic countries intended to guide con-
sumers to good environmental choices.

An ecolabelled mutual fund means that 25
mandatory requirements regarding inclusion,
exclusion, engagement and transparency must
be fulfilled. The mutual funds must exclude sec-
tors where there is a high risk of negative impact
on our environment, for example through fossil
fuels, uranium, tobacco or controversial weap-
ons. The ecolabel also means that the fund
manager uses the capital and holdings to influ-
ence companies to move in a more sustainable
direction. We now offer 10 Nordic Swan Ecola-
belled mutual funds with a sum total of SEK 137
billion, equivalent to 15.1 per cent of total assets
under management. Read more at
svanen.se/en/funds/save-in-funds.

Handelsbanken SDG Solutions Model
Based on the 169 targets in the Sustainable
Development Goals, the model analyses com-
panies’ products and services, and the markets
where the company operates. The analysis
shows how much of the companies income
comes from solutions related to the relevant

Breakdown of income between
products and services. Grouping
in product clusters.

goal. When these are totalled, and overall result
is attained as regards the proportion of the turn-
over from the funds’ holdings that derives from
products and services contributing to the 2030
Agenda. The model was developed by Handels-
banken Fonder, in collaboration with research-
ers from Stockholm School of Economics, and
is based on Al machine learning.

Afirst version of the Handelsbanken SDG
Solutions Model for customers was launched
in late 2020, and is available at
handelsbanken.se/sdg-modellen.

In 2021, we have worked to harmonise the
model with the regulations arising from the EU’s
work to promote sustainability in asset manage-
ment. We will continue to develop and refine the
model on an ongoing basis, both for use in our
own asset management and to simplify for our
customers to evaluate funds from a sustainabil-
ity perspective.

Climate reporting

Development work is continuously under way
within Handelsbanken Fonder to analyse and
integrate climate-related aspects into our in-
vestment processes. In June 2021, we pub-
lished our third climate report in line with the
recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD).
The report covers the year 2020.

Through the recommendations of the TCFD,
we gain guidelines on how to report the evalua-
tion and pricing of climate-related risks and
opportunities.

In the climate report, we presented quantita-
tive interim targets for the first time, detailing
what we want to achieve by 2030 — a 50 per
cent reduction of our emission intensity, and
a doubling of the proportion of investments

Product and services classified
relative to interim targets of the
2030 Agenda.

The result illustrates what proportion of a
company’s turnover derives from products
and services that contribute to the 2030
Agenda. With the help of portfolio weight-
ings for the respective companies, a result
is aggregated for the fund.

going into climate-related solutions. The climate

report, with its associated stress tests and

strategies, also showed that:

e for the third year in a row, the fund company’s
total greenhouse gas intensity decreased
(2020 compared with 2019)

e we are better at harnessing climate-related
opportunities thanks to our work investing in
energy sector companies in transition

e there s resiliance in the portfolios in the
different scenarios.

EU action plan on sustainable finance

To ensure that the targets of the Paris Agree-
ment are met and to contribute to sustainable
development, the EU has issued the Action Plan
on Financing Sustainable Growth. The action
plan includes several measures intended to
re-allocate capital towards sustainable invest-
ments, to better integrate sustainability factors
in risk management, and to promote transpar-
ency and a long-term approach. In 2021, the
following parts of the EU’s action plan have
been in focus for Handelsbanken Fonder:

Development of sustainable indexes
The EU’s action plan entails enhanced require-
ments on index suppliers to clearly, publicly report
sustainability factors linked to the index. Two
types of climate indexes have been launched, the
EU Climate Transition Benchmark and the EU
Paris-aligned Benchmark. The latter of these
has resulted in an entirely new framework and
common standard for an index, where compa-
nies are selected and weighted such that the
index portfolio’s greenhouse gas emissions are
aligned with the Paris Agreement’s climate goal.
At year-end, seven of our index funds tracked
a Paris-aligned Benchmark index.
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EU taxonomy

The EU taxonomy is a tool for classifying
which financial and economic activities are
environmentally sustainable. The purpose is
to ensure that companies, the financial sector
and decision-makers work according to the
same guidelines when considering which eco-
nomic activities are environmentally sustaina-
ble. The framework does not cover all financial
and economic activities, but rather focuses on
the sectors that account for around 94 per
cent of the EU’s greenhouse gas emissions.
During the year, we have carried out prelimi-
nary analyses of our funds’ exposure to the
economic activities seen as environmentally
sustainable under the regulations. We also
participate in sector-wide networks, in order
to ensure that we correctly interpret and
implement the taxonomy.

Sustainable Finance Disclosure Regulation,
SFDR

With the implementation of the Sustainable
Finance Disclosure Regulation, SFDR, in the
financial services sector on 10 March 2021,
the EU aims to make it easier for consumers to
compare financial products and make well-
founded investment decisions. On the basis of
the new regulations, our funds are classified as
follows:

The fund has sustainable invest-
= ments or a reduction of carbon
emissions as its objective
The funds that have sustainable investments as
a goal invest in companies whose products and
services are deemed to have a direct positive
contribution to achieving one or more of the
interim targets of the 2030 Agenda. For the funds
that have a reduction of carbon emissions as a
goal, this means that the fund’s objective is to
achieve a low exposure to carbon dioxide, with
the aim of contributing to the long-term global
warming target of the Paris Agreement. These
funds track the EU Paris-aligned Benchmarks.
Ten of our funds are classified as Article 9
funds, with total assets under management of
SEK 150.7 billion.

‘ The fund promotes environmental
and social characteristics

The fund promotes environmental and social
characteristics through its investments, but
does not have sustainable investments as an
objective. This means that the fund considers
the environment and climate, as well as human
rights, workers’ rights and non-discrimination.

82 of our funds are classified as Article 8 funds,
with total assets under management of SEK
748.3 billion.

@ Sustainability risks are integrated
into investment decisions
Sustainability risks are integrated into invest-
ment decisions, without the fund promoting
environmental and social characteristics, or
having sustainable investments as its objective.
Sustainability risks are primarily managed
through engagement work, in the form of dia-
logues and active corporate governance.

Three of our funds are classified as this type
of Article 6 fund, with total assets under man-
agement of SEK 3.1 billion.

Sustainability risks are not
® integrated into investment
decisions

Due to the fund’s investment strategy, sustaina-
bility risks are not integrated into investment
decisions. Examples of such funds are those
that invest only in derivatives, treasury bills,
liquid funds or fixed-income securities issued
by the Swedish government.

Six of our funds are classified as this type of
Article 6 fund, with total assets under manage-
ment of SEK 5.9 billion.

Selected awards

e Handelsbanken Asset Management
came in first place in the “External Asset
Manager” category in Kantar SIFO Pros-
pera’s 2021 survey for the third consecu-
tive year.

e The rating company Lipper named four of
our funds top of their respective catego-
ries during the year. These were Hals-
ovard Tema, Sverige Tema, Stiftelse-
fonden and Kapitalférvaltning 75.

e At the international ‘Citywire Gender
Diversity Awards 2021’: Handelsbanken
Fonder took home the award ‘Best AUM
split” in the 20 to 50 fund managers cate-
gory. Handelsbanken currently has eight
female fund managers and team leaders,
who are together responsible for approxi-
mately half of the more than SEK 900 bil-
lion managed by the fund company.
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Looking forward

In 2022, we will focus strongly on engagement
work. This will include conducting dialogues
with the largest emitters we are invested in,
continue working to develop our efforts to
uphold human rights. We will also focus on
further adaptations to the EU’s sustainability
regulations.

HANDELSBANKEN LIV

Handelsbanken Liv is Handelsbanken’s life
insurance company and a wholly owned sub-
sidiary, and is represented at all of the Bank’s
Swedish branches. Handelsbanken has
decided to discontinue its operations in Finland
and Denmark, meaning that the business in
SHB Liv Forsakrings AB and in the Finland
branches will eventually cease. Handelsbanken
Liv has also entered into an agreement to
transfer the insurance portfolios in Norway to
another insurance company, meaning that

the operations in Norway will be discontinued
in2022.

ORGANISATIONAL STRUCTURE
AND GOVERNANCE
Sustainability work at Handelsbanken Liv is inte-
grated into the company’s processes and gov-
ernance model. With Product Oversight Gov-
ernance (POG), sustainability must be taken into
consideration in both product development and
in an annual evaluation of the insurance prod-
ucts’ target groups, sustainability preferences
and product attributes. This work is undertaken
by Handelsbanken Liv’s product committee,
which convenes on at least a quarterly basis.
The committee includes members of senior
management, who make recommendations
on matters to be decided on by the Chief Exec-
utive. The product committee has two sub-
committees, a fund selection committee that
handles the selection and evaluation of funds
and fund companies that can be chosen within
unit-linked insurance, and an investment com-
mittee that deals with investments within the
framework of traditional insurance. Each com-
mittee follows guidelines that stipulates the
direction of its work and defines the process for
investment decisions, as well as how sustaina-
bility risks are integrated into these decisions.
Handelsbanken Liv also has a co-ordinated
climate team, working on environmental and
climate-related issues. In 2021, the climate
team received training in transfer pricing with
regards to carbon dioxide, with the aim of devel-
oping governance models to factor in price
mechanisms for transition work relating to the
operations’ direct or indirect climate impact.



Handelsbanken Liv has a sustainability policy
to provide guidance for its sustainability work
and a policy for responsible investment based
on the UN Global Compact and the UN’s Prin-
ciples for Responsible Investment (PRI). Sus-
tainability in the insurance field includes offering
sustainable insurance products in savings,
pensions and security, and ensuring that sus-
tainability is integrated in the investments
offered to customers.

SUSTAINABILITY GOALS

Handelsbanken Liv has adopted new sustaina-
bility goals for its insurance operations. The new
sustainability ambitions include ESG goals aim-
ing to contribute to sustainable development
and a healthier future, for both coming genera-
tions and the planet.

Investments for a climate-neutral future
The overarching climate goal is net-zero emis-
sions of greenhouse gases from the investment
portfolio as soon as possible, and by 2040 at
the latest. Interim targets to be achieved by
2025 at the latest are
e reduce the environmental impact of own
operations by 25 per cent
e increase the range of funds with climate-
related and environmental solutions by
15 per cent
e only offer funds that exclude fossil fuels.

Gender-equal pensions

Within the social aspects of sustainability, there

is a focus on gender-equal pensions. Our goal is

to ensure long-term financial security for all of

our customers, and in particular to contribute to

a reduced income disparity between men and

women upon retirement. Interim targets to be

achieved by 2025 for achieving financial inde-

pendence through gender-equal pensions are

e reduce the pension gap between men and
women through business development and
training initiatives in gender-equal pensions.

¢ reduce financial inequality by improving
access to financial services

e increase knowledge of gender equality
throughout the operations, at both company-
wide and individual unit level.

The interim targets are also in line with Handels-
banken’s goal for its advisory services — by 2023
at the latest, through business development
and training initiatives, in a measurable way
create conditions for gender-equal savings and
thus contribute to reducing the wealth gap
between men and women.
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Sustainable purchases and external fund
managers
Handelsbanken Liv’s sustainability goal for busi-
ness ethics principles aims to evaluate suppliers
and partners and to set requirements in terms of
sustainability factors. This is intended to ensure
that both purchases and asset management are
undertaken on a sustainable basis. As soon as
possible, and by 2025 at the latest, we will
ensure that external fund managers, whose
funds we offer in our insurance solutions,
actively work to achieve the climate goal of the
Paris Agreement, and contribute to investments
that support the 2030 Agenda. Interim targets in
this area, to be achieved by 2025, are
e the operations’ purchases and outsourcing
are sustainable
e exclusively offer funds from suppliers
committed to the Paris Agreement
e exclusively offer funds from suppliers that
actively contribute to the 2030 Agenda.

A responsible offering

Developing the range of funds to meet stricter
sustainability requirements continued in 2021,
through the insurance company’s adoption of
new sustainability criteria, with enhanced exclu-
sion criteria in the selection and evaluation of
funds and fund management companies. At
year-end, the proportion of funds that excluded
fossil fuels had risen to 100 (91) per cent, imply-
ing that the entire range of funds now excludes
oil, gas and coal. Exemptions can be made for
companies in transition for which a minor pro-
portion of the operations relates to fossil energy
extraction, on the condition that the company
has documented plans for a transition in line
with the Paris Agreement. This allows custom-
ers with unit-linked insurance in Handelsbanken
Liv to actively direct financial flows towards
companies in transition. Funds that do not meet
Handelsbanken Liv’s sustainability criteria are
excluded and new funds with a sustainability
approach are included, thus boosting the sus-
tainability focus of our offering.

For example, a number of alternative funds
which invest in sustainable development were
added to the offering in 2021. The amount of
green bonds in traditionally managed insurance
was around SEK 1.3 billion (1.1) at year-end.
Both equity funds and fixed income funds in the
portfolio focus on holdings that exclude contro-
versial sectors such as fossil fuels.

Process for fund evaluation

Each fund management company is evaluated
using qualitative analysis, covering areas such
as organisation, asset management team and

investment methodology. To qualify, a fund
management company or a fund must also
meet a number of quantitative financial criteria
and sustainability criteria.

Fundamental sustainability criteria
Handelsbanken Liv includes fund management
companies that integrate sustainability in their
asset management according to the following
criteria:

e Support the UN Principles for Responsible
Investment (PRI). This means that they con-
sider ESG aspects in their investment analy-
ses and decision-making processes, are
active owners and include sustainability fac-
tors in owner policies and processes, and
report on how the work is carried out and
developed.

e Support the UN Global Compact. This means
that they implement the ten principles of the
Global Compact in their operations, relating
to human rights, working conditions, the
environment and anti-corruption, and that
they impose the corresponding demands on
the companies they invest in.

e Strive to invest in companies and projects
that support the Sustainable Development
Goals.

¢ Have adopted policies and/or principles for
systematic sustainability work.

¢ |ntegrate sustainability risks in the investment
process and consider the main negative con-
sequences of the investment decision on
sustainability factors.

e Exclude investments in companies
engaged in controversial operations, such
as alcohol, tobacco, cannabis, commercial
gambling, weapons and military equipment,
and pornography. Also exclude prohibited
weapons, nuclear weapons and violators of
international norms.

Stricter environmental criteria
Implementation of the stricter fund selection cri-
teria for fossil fuels was completed in 2021, well
in advance of the original target of 2025. This
will ensure that the assets under management
focus on investments that contribute to a
carbon-neutral society. Other than the basic
sustainability criteria, there are specific environ-
mental and climate-related criteria for funds and
fund companies. Like Handelsbanken Liv they
shall
e take into account the environment and cli-
mate change in their operations and actively
pursue a transition in line with the climate
goal of the Paris Agreement, with scientifically
based climate targets wherever possible.
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e systematically work to reduce their negative
environmental impact and achieve transpar-
ent reporting. It must be possible to report
the carbon footprint of the asset portfolio.

e exclude investments in companies with
extensive operations in production and/or
distribution linked to extraction of fossil fuels
or fossil-fuel based energy generation (oil,
coal, gas). This principle can be overridden
for companies that are involved in power
generation and are in the process of transi-
tioning their operations from energy produc-
tion based on fossil fuels to renewable
sources.

The guidelines have been clarified during the
year, establishing zero tolerance for investments
in companies with operations relating to Arctic
oil drilling, oil sand extraction and coal mining,
which often have a major negative impact on
the environment and biodiversity.

Climate-related financial disclosures

In 2021, Handelsbanken Liv published its third
annual climate report in accordance with

the TCFD recommendations. The report is avail-
able on handelsbankenliv.se and shows, among
other things, that Handelsbanken Liv has
reduced its carbon footprint, expressed as an
emission intensity weighted average (CO,e/SEK
m), as well as its exposure to climate-relevant
sectors in the equity portfolio.

When the UN’s IPCC climate panel published
its latest climate report, this contained undenia-
ble scientific evidence of a connection between
human emissions of greenhouse gases and the
increase in the global average temperature. The
report also establishes the gravity of the situa-
tion, and describes how we will experience
major changes to the climate — as well as how
the prevailing trends would risk missing the
Paris Agreement’s 1.5 degree goal as soon
as within 10-20 years. If the goals in the Paris
Agreement are to be met, capital must be redi-
rected towards investments that support sus-
tainable development. As a major provider of
financial services, Handelsbanken Liv has a role
to play in the realisation of the Paris Agreement
and the transition to a sustainable economy.

The purpose of the climate report is to inform
stakeholders about our climate change efforts,
our exposure to climate-related risks and
opportunities, and our future work. The report
describes the ongoing efforts to systematically
integrate sustainability and climate aspects in
the governance, strategy, risk management and
metrics and targets of the insurance operations’
investment portfolios. Handelsbanken Liv

intends to be part of the solution and collabo-
rates in sector-wide initiatives to identify meth-
ods and tools that will contribute to aligning its
investments with the climate goals of the Paris
Agreement.

Sustainability-related regulations
Handelsbanken Liv is making preparations for
forthcoming regulations, the implementation of
the second level of the Sustainable Finance Dis-
closure Regulation (SFDR), and the EU taxon-
omy. The impact on operations was analysed
during the year and work is in progress to meet
the disclosure requirements in policies, product
information, on the website and in reports. New
sustainability criteria have also been adopted for
the offering of funds to ensure that sustainability
risks and negative consequences for sustainable
development are integrated in the investment
process for the insurance offering.

SELECTION OF EVENTS IN 2021

Nordic Swan Ecolabelled

occupational pension

Handelsbanken Liv was first in Sweden to
receive a licence for a Nordic Swan Ecolabelled
occupational pension entry solution. In Novem-
ber 2021, Handelsbanken Liv received certifica-
tion of the licence from Miljomarkning Sverige,
the company responsible for the Nordic Swan
Ecolabel. The launch date is yet to be decided,
but the licence is an important first step in the
development process.

An entry solution is a preselected investment
solution for customers who do not wish to make
an active choice of funds within their occupa-
tional pension. If a customer does not actively
choose, premiums or transferred capital are
placed in an entry solution, where the insurance
company selects the funds on behalf of the cus-

Most important sustainability issue for pension
savers in Handelsbanken Liv

%
100

tomer. The entry solution also usually reduces
the level of risk with the advancement of age,
with the proportion of equity funds decreasing
as the retirement age approaches.

The Nordic Swan Ecolabel refers to the man-
agement of the premiums. The equity part is
invested in Nordic Swan Ecolabelled funds,
while the interest part is invested in a long-term
fixed-income fund that also meets all sustaina-
bility requirements. Nordic Swan Ecolabelled
funds and investment solutions must exclude
certain industries and companies considered
particularly problematic, perform a thorough
sustainability analysis and engage in active
engagement work to contribute to a positive
development of the sustainability work at the
companies the fund invests in. Read more at
svanen.se/en/funds/save-in-funds.

Anna’s Gender Equality Award
In 2021 Handelsbanken Liv launched a Gender-
equal pensions initiative, which aims to reduce
the wealth gap between men and women when
they reach retirement age. A new website was
launched, featuring checklists, videos and
guides for customers and an e-learning course
for Handelsbanken’s advisors was developed.
For its work, Handelsbanken Liv was
awarded ‘Anna’s Gender Equality Award’ for
2021 by the Central Diversity and Gender
Equality Committee of Finansférbundet (the
Financial Sector Union of Sweden) and BAO.
The award is given out every year for important
endeavours within gender equality and diversity
in the financial sector.

Customer satisfaction

Handelsbanken Liv has had satisfied customers
for many years, among both private individuals
and corporates. According to the 2021 Swedish

Proportion of funds at Handelsbanken Liv that
exclude fossil fuels '
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1 According to the Swedish Investment Fund Association’s
definition of exclusion, no more than 5% of turnover in
the company where the investment is made may derive
from excluded operations. An exemption from the princi-
ple of excluding fossil fuels is possible for investments in
companies in transition. For further information, refer to
the respective fund’s prospectus.



Quiality Index (SKI) survey, corporate customers
rank Handelsbanken Liv highly in regards to
‘looking after their customers’. Handelsbanken
Liv also performed well overall in the Image cat-
egory, in which customers rate how uncompli-
cated it is to be a customer, how the insurance
company takes social responsibility and its relia-
bility. Handelsbanken Liv’s customers also have
the market’s highest expectations in regards to
products and services from their insurance
company, according to SKI.

Improved sustainability rating

In the Responsible Ownership survey by Max
Matthiessen, Handelsbanken Liv was ranked
highest of the major banks in unit-linked insur-
ance. Handelsbanken Liv was the only com-
pany to improve its sustainability rating from
Soderberg & Partners, achieving a green rating
for its unit-linked insurance. The rated areas are
the fund selection process, range of funds and
information and guidance online.

Tobacco Free Portfolios

Handelsbanken Liv decided to sign up to the
UN initiative, Tobacco Free Portfolios, during the
year. The initiative gathers over 170 asset man-
agers and fund companies across the globe,
representing more than SEK 100,000 billion in
assets under management. The tobacco indus-
try contradicts all of the Sustainable Develop-
ment Goals, with tobacco production being
closely linked to negative environmental effects
such as deforestation, the usage of pesticides
and toxic products, crimes against human
rights, health problems and child labour.
Handelsbanken Liv has thus enhanced the
exclusion criteria for the company'’s fund selec-
tion committee, in line with the initiative’s vision
of a tobacco-free world.

Increased digitalisation to reduce

paper copies

During the year Handelsbanken Liv has contin-
ued on its digitalisation journey, with the aim of
making it easier to be a customer. Reductions
continue to the volume of direct physical mail-
ings and the use of printed forms. During 2021,
the functionality for digitally processing the com-
pany’s occupational pensions has been improved.
One example is when processing changes to
salaries within occupational pension plans,
where digitalisation has resulted in a reduction
of CO,e through decreased paper usage.

Looking forward
In 2022, we will continue to develop the Gen-
der-equal pensions initiative. Our adopted fund
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strategy will entail a wider offering of funds, with
an increased selection focusing on climate-
related solutions. In addition, the launch of the
new Nordic Swan Ecolabelled entry solution for
occupational pensions is planned. The work to
implement the EU’s sustainability regulations
and to increase transparency will continue in
2022. Handelsbanken Liv also intends to
expand its engagement work together with
other industry operators, as well as its participa-
tion in investor networks and international initia-
tives on sustainable insurance.

OPTIMIX

Optimix Vermogensbeheer NV is a Dutch wealth
management firm and a wholly-owned subsidi-
ary of Handelsbanken. Optimix operates under
its own, separate brand, and is responsible for
all asset management operations undertaken
on behalf of Handelsbanken’s customers in the
Netherlands.

Optimix strives to find the optimal balance
between sustainable development and returns
on the assets we invest in.

To reduce our exposure to sustainability risks,
we avoid companies involved in controversial
operations. This applies across the board to all
Optimix’s funds and investment mandates. We
exclude companies in which criteria relating to
the environment, human rights, working condi-
tions and anti-corruption are not respected. We
are signatory to the UN Principles for Responsi-
ble Investment (UN PRI) and manage our invest-
ments in accordance with these principles, as
well as in accordance with the UN’s Global
Compact.

However, our sustainability mandates extend
further than the exclusion of companies. As well
as excluding companies associated with high
sustainability risks, we also invest in companies
that outperform their competitors in various
sustainability criteria. We invest in companies
whose products and services contribute to the
SDGs, and the transition to a net-zero emis-
sions economy.

Optimix established sustainable mandates in
2018. Our customers value our focus on man-
aging and developing sustainable portfolios. We
have seen strong incoming flows, and as of
year-end 2021 our managed assets in sustaina-
ble mandates amounted to EUR 228 million. In
March 2021, all of our funds and strategies were
classified as article 8 (light green) according to
the Sustainable Finance Disclosure Regulation.
The managed capital in our six article 8 funds as
of year-end 2021 amounted to EUR 584 million.
In order to further bolster the work towards our
sustainability goals, we have expanded our ESG

committee by three people, meaning that the
committee now comprises five members.

HANDELSBANKEN
WEALTH & ASSET MANAGEMENT

Handelsbanken Wealth & Asset Management
Limited (formerly Heartwood Wealth Manage-
ment Limited) is a subsidiary of Handelsbanken
and is responsible for asset management oper-
ations on behalf of Handelsbanken’s customers
in the UK. The company operates under two
separate trademarks: Handelsbanken Wealth
Management and Handelsbanken Asset Man-
agement.

Handelsbanken Wealth & Asset Management
has seen strong growth in its four sustainable
Multi Asset funds in the past year. The funds
were launched in 2019 and aim to incentivise
better environmental, social and governance
choices and behaviour from companies and
authorities.

The future prospects look good for sustaina-
ble assets, as governments the world over have
committed to creating “greener” economies,
which will necessitate political and regulatory
changes, as well as high levels of engagement
from the private sector. At the same time, gen-
eral awareness of the issues involved has devel-
oped for the better, and consumer behaviour
has evolved.

Since they were launched in 2019, the sus-
tainable funds have grown to comprise GBP
400 million in managed assets, corresponding
to approximately 10 per cent of Handelsbanken
Wealth & Asset Management'’s fund capital. We
expect continued growth of the assets under
management in our sustainable funds as inves-
tors continue to increasingly gravitate towards
more sustainable solutions.
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Responsible advisory

Services

Our customers’ confidence in us lays the ground for
Handelsbanken's successes. This confidence is earned
by acting responsibly when meeting customers and giv-
ing advice on for example mortgage loans, day-to-day
finances, corporate finance and investments.

FINANCIAL ADVISORY SERVICES
For advisory services in relation to granting
credit, investments and in insurance mediation,
the Bank always considers the customer’s over-
all situation and financial circumstances. Based
on this, we can provide guidance on financing,
payments or investments adapted to each cus-
tomer’s requirements. We focus on the custom-
er’'s needs — not individual products or services.
The information the Bank provides to cus-
tomers must be clear, factual and easy to
understand, and the terms and conditions for
the Bank’s services must be clear and not
changed arbitrarily. When providing investment
advice, we adapt the proposal to the customer’s
goals, interests, savings horizon and attitude to
risk. We consider it essential for the customer to
understand the risk associated with each type
of financial instrument and also to have the
knowledge and experience needed to invest in
the product or service selected. In this year’s
customer survey by Swedish Quality Index on
savings, 46 per cent of the Bank’s customers
responded that the risk level in their long-term
savings has been the same since the beginning,
while almost one in five, 17 per cent, is interested
in receiving advice on risks and opportunities
linked to investments. In our investment advisory
meetings, we also discuss the customer’s sus-
tainability preferences, and inform the customer
about Handelsbanken'’s sustainability work.
The regulations for financial advisory services
and insurance mediation require that all employ-
ees who provide customers with advice con-
cerning investments and insurance have rele-
vant, up-to-date skills. The Bank has broad
expertise in this area and complies with the
regulatory requirements from the EU and local
supervisory authorities in all of the markets
where the Bank offers advisory services.
Handelsbanken has more than 4,000 employ-
ees licensed to provide investment advice, such
as the SwedSec licence for Advisory services
on financial instruments. These employees are
required to complete a refresher course every
year to maintain their licence. Employees who
provide investment advice as part of their day-
to-day work are also required to attain Handels-
banken’s basic certification for advisors.

Development of the product offering

One of the Bank’s main contributions to sustain-
able development is in the interaction with our
customers through the financial products we
offer. Thus, it is vital to take sustainability into
account when approving new and amended
products. The process for approving new and
amended products and services is based on the
Bank’s policy for products and services and
adheres to a checklist describing the product’s
characteristics, risks and other relevant informa-
tion. The process is also intended to ensure that
sustainability topics are taken into account.

Equity research
Sustainability analyses is a prioritised area in
our strategy for the global equity research
department. As part of our work to integrate
sustainability issues into the research process,
we collect sustainability data and KPls in a sus-
tainability database, which is accessible to our
customers, and we integrate graphs/tables of
sustainability data into all of our reports. Moreo-
ver, we require all our analysts to do sustainabil-
ity analyses of the listed Nordic companies we
cover. This is on top of other in-depth reports
from our sustainability analysts, who had pub-
lished 23 detailed reports with comments on
various sustainability topics by the end of
December 2021, which is 44 per cent more
than during the whole of 2020. Nonetheless,
the focus remains on quality over quantity.
Ongoing dialogues with the companies we
cover is an important part of our sustainability
work and analysis. The EU taxonomy, physical
climate risks and biodiversity were some of the
focus area in 2021. During 2020 and 2021, we
also published reports at six-monthly intervals,
to support the Bank in its corporate business by
looking at sustainability issues in different sec-
tors. We also contributed articles on the topic of
sustainability to the Bank’s Real Estate Report.
Our goal is that the analysis of key sustaina-
bility issues becomes a natural part of our equity
research, thus we are working to improve
expertise in these matters among all employees
in the equity research department. As a means
to raise the level of competency in this area, the
sustainability analysts at the Bank’s research

58 HANDELSBANKEN | ANNUAL AND SUSTAINABILITY REPORT 2021

By 2023,

through business development
and training initiatives,
in a measurable way create
conditions for gender-
equal savings.

department has also organised and participated
in joint training courses for all of Handelsbanken
Capital Markets during autumn 2021, with
internal and external speakers focusing on
sustainability.

Value-creating advisory services

Developing our advisory services with the help
of digital technology in product offerings and
meeting places is not just a matter of strength-
ening our offering to individual customers. It is
also a critical aspect for how we take responsi-
bility for acting sustainably in the long term. By
always strengthening our advisory services and
making them more accessible, we increase the
chances of our customers being able to make
relevant “green” choices, helping to achieve our
goal of climate neutrality in our financing and
investment operations by 2040. These develop-
ments may refer to quickly being able to offer
meetings with sustainability experts, developing
advisory tools and training, or developing prod-
ucts such as green loans and green mortgage
loans.

In 2021, approximately 20 per cent of our
advisory meetings on financial instruments, risk
management, funds and insurance took place
on line, with customers meeting a local advisor
or a specialist over the internet. We are con-
stantly developing the support available to both
customers and advisors, to strengthen the advi-
sory services provided and the business as a
whole. During the first quarter of 2021, we
improved the information about funds provided
on our websites, as well as launching more
ways to integrate the sustainability perspective
into savings. Digital signature options are being
developed continuously. The effects of an
increased number of customer meetings are
many. Continuously, in the customer surveys
we carry out with SKI, among others, we see
strong results compared to the rest of the sector
in terms of overall impression, engagement and
advice in customer meetings.

According to the customer surveys under-
taken by SKI on our behalf in 2021, customers
in the 18-29 age group are the most satisfied
with their advisory services within savings and
pensions. This target group, to a large degree,



uses the digital advisory services such as
the Pension guide, Savings Guide and My
Finances.

Our advisory meetings, and the interaction
between branches and remote advisory meet-
ings, play a significant role in the transfer of
pension savings. We can see that access to
branches is strengthened by the option to con-
tact a pension specialist when potentially trans-
ferring an existing individual occupational pen-
sion or private pension. In 2021, 15 selected
branches in Sweden took part in a pilot project,
whereby customers in the 45-60 age group
were offered the opportunity to consolidate their
pensions digitally, and to receive telephone
advice. This is in line with our ambition, on the
basis of our relationship and the customers’
needs, to be even more proactive and to also
give our customers tips and advice in the digital
sphere, with their current life situation as the
starting point.

FORESTRY AND FARMING ADVISORY
SERVICES

Focus - Forestry and farming

Forests play a significant role in the health of the
climate and in natural biodiversity.

Handelsbanken has a comprehensive offer-
ing to customers who own forest land or agri-
cultural property in Sweden. We have a high
level of sector expertise in the Forestry and
farming business area, as our employees have
backgrounds stretching from forest manage-
ment, forestry and agronomy to business
administration and law. We also co-operate
closely with other advisory companies within,
for example, corporate law, siviculture and tax-
related matters.

Sustainability issues have been long been
highly relevant to forestry and farming compa-
nies, as these matters often have a direct effect
on the profitability of their operations. For private
forest owners, production targets and environ-
mental goals have correlated since the early
1990s, while for farming companies new tech-
nologies, growing techniques and advisory ser-
vices have improved efficiency in the use of
input goods, reducing the environmental
impact.
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During the year, the Bank has implemented sev-
eral initiatives in this business area, to sharpen
our focus on sustainability work. As part of a
training project aiming to improve our advisors’
competency within sustainability, we have held
a number of one-on-one customer meetings to
discuss sustainability issues. We have noted
that these are characterised by mutual learning
and interaction, which has been seen as posi-
tive and productive, as these matters are hugely
important to this customer group’s day-to-day
business.

In tandem with this increased interest, along-
side activities with the local branches, we have
also carried out many broad communications
initiatives directed at our Swedish customers,
such as the nationwide digital broadcasts of
“Studio Forestry and Farming” and “Sector
research forestry”, and spoken at the Nordic
Council of Ministers official body for inter-
governmental co-operation on forestry issues
(SNS) about how the EU taxonomy will affect
forest owners from a banking perspective.

GENDER-EQUAL ADVISORY SERVICES
During the year, Handelsbanken has adopted a
sustainability goal for its gender-equal advisory
services, by 2023 at the latest, through busi-
ness development and training initiatives, in a
measurable way create conditions for gender-
equal savings and thus contribute to reducing
the wealth gap between men and women. In
doing so, Handelsbanken will contribute to SDG
5, Gender equality, by improving the accessibil-
ity of financial services to more people, and
increasing women’s financial independence.
Moreover, this will increase our customers’
financial stability throughout their lives.

Our impact

Handelsbanken'’s operations should contribute
to all customers, regardless of gender, being
offered advisory services that aim to ensure
long-term financial stability. During the year, we
carried out internal analysis regarding our digital
guides for advisory services and savings. The
results indicate that women are overrepre-
sented in terms of the number of advisory meet-
ings at branches. In the advisory services that

aim to give customers savings goals for their

pensions and asset management, medium risk

is the most common risk profile among both
women and men. However, more men than
women choose savings that have the potential
for a higher expected return at a higher level of
risk. The gap between men’s and women'’s sav-
ings arises primarily due to causes unrelated to
our advisory services, such as the labour mar-
ket. Lower salaries and part-time work affect
disposable income, leaving less scope for sav-
ings. In order to ensure that our advisory ser-
vices go some way towards reducing the wealth
gap between women’s and men’s savings,

multiple initiatives were started in 2021:

¢ Gender-equal pensions — Training and tools
to increase awareness regarding how
choices someone makes during their
working life will affect their pension.

¢ Gender-equal savings — Information and
launch of a website to raise awareness of risk
inlong-term savings.

e Gender-equal security — Review of regula-
tions for risk insurance. Removal of require-
ment for updated health declaration when
increasing working hours.

Business intelligence and impact analysis
Between 40 and 50 per cent of our private cus-
tomers — depending on the market — are female.
Itis important to us that we can provide the
tools to reduce the financial disparity between
women and men. Statistics from Eurostat —
“Gender pay gap among all employees in 2019”
shows that the pay gap between men and
women in the markets where Handelsbanken
operates was between 12 per cent (Sweden)
and 17 per cent (UK) in 2019. An OECD report
from 2020 shows that the pension gap between
women and men (lower average pension,
expressed as a percentage, for women com-
pared with the corresponding figure for men at
65 years of age) in the same markets was just
over 40 per cent (the Netherlands) and under
10 per cent (Denmark). Lower wages result in
smaller pensions, but also in a reduction to the
individual’s capacity to save, and thus improve
their future pension. Lower wages and savings
also affect women’s chances in general to
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achieve independence at various stages of their
lives, such as in the event of a divorce or the
death of their partner. We have identified an
important opportunity to increase positive
effects and reduce negative effects with regard
to Sustainable Development Goal 5.

Customer surveys

This year’s survey by Swedish Quality Index on
savings shows that few respondents use their
own savings to compensate for the shortfall in
their pension arising from part-time work and
parental leave. Just over one in 10, 11 per cent,
state that they have extra savings to compen-
sate for choices made during their working life
that adversely affect their pension. The survey
also indicates that 25 per cent would like to
resolve this issue, or to receive advice on com-
pensation savings. There is a substantial
amount of interest among the savers ques-
tioned, but very few have taken action to make
up the shortfall in their pension.

Training to improve knowledge and
expertise

The Bank'’s advisors are central to our ability to
fulfil customers’ needs with regard to financial
services. We therefore have a substantial focus
on strengthening our advisors’ capacity to help
customers make well-informed decisions in
their savings. In order to boost our employees’
expertise as to how choices made in savings
impact financial equality, a tailored training
course was launched during the year for advi-
sors in dialogue with customers. The course
has been completed by 41 per cent of the
Bank’s 1,820 active advisors in Sweden with
both a SwedSec licence and Handelsbanken’s
basic certification for advisors.

Gender-equal pensions initiative

On International Women's Day, 8 March 2021,
the Gender-equal pensions initiative was
launched, which aims to raise awareness about
how choices made during a person’s working
life can affect their pension. Income differences
during their working years may be reinforced
even further when their pension is paid out.
Therefore, gender-equal pensions is one of our
prioritised areas. The issue affects many, and

thousands of customers have already seen the
message. We are convinced that knowledge
can make a difference, and we want our cus-
tomers to make informed choices. For its work
with the Gender-equal pensions initiative,
Handelsbanken Liv was awarded Anna’s
Gender Equality Award in 2021. The prize is
awarded each year by Finansforbundet and BAO.

Continued work on financial equality

We intend to continue developing our advisory
tools in the coming years, to ensure that sup-
port is integrated into the customer meeting for
all advisors. We also see that more tools to visu-
alise the savings gap can increase awareness
about how certain choices can affects savings
and pensions. Continuous improvements to our
knowledge and competency in the area are also
a high priority.

CUSTOMER SATISFACTION
Handelsbanken strives to build a trusting, long-
term relationship with every customer.

Allimportant business decisions should be
made as close to the customer as possible. This
contributes to better meetings, better decisions
and more satisfied customers. In everything we
do, our aim is to create the best possible condi-
tions for successful customer meetings. If we
gain the trust of our customers, Handelsbanken
becomes their natural choice.

Handelsbanken attaches much importance to
customer satisfaction and follows up customer
satisfaction through its own surveys as well as
public ones. Every year, EPSI Rating, which
includes the Swedish Quality Index, carries out
independent surveys of customer satisfaction
in the Nordic region and the rest of Europe.

In a digitalised world, the ability to create
the sense of a genuine personal connection is
increasingly important, and human relationships
play a critical role in customer satisfaction at
Handelsbanken. During the pandemic, digital
tools for meetings and co-operation have
quickly become the new normal for both cus-
tomers and employees, and customers’ behav-
iour and preferences have consequently
changed. Surveys show that the Bank’s digital
services continue to be highly rated and that our
customers feel they have a personal contact
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with the Bank. Surveys also show that Handels-
banken is seen as a reliable brand, and that we
have been able to maintain high levels of service
and close personal relationships into the second
year of the pandemic.

This year’s surveys show that Handelsbanken
has more satisfied private and corporate cus-
tomers than the average for the banking sector
in all six of the markets in which the Bank had
branch operations in 2021.

Managing customer complaints

For Handelsbanken, it is important that custom-
ers who lodge complaints are satisfied with how
their complaints are managed. We attach great
importance to handling comments and com-
plaints in a manner that inspires trust. Customer
complaints must be dealt with correctly, care-
fully and as efficiently as possible. First, the
complaint is managed by the local branch which
is responsible for the customer. If the customer
wishes to pursue the matter, each home market
has a designated complaints officer. Customers
who are dissatisfied with the Bank’s decision
and wish to appeal are referred to the National
Board for Consumer Disputes in Sweden or the
corresponding body in other home markets,
and Handelsbanken undertakes to participate in
their processing of the dispute. There are also
complaints officers at the Group level who regu-
larly report to executive management and prod-
uct owners regarding complaints received and
indications of underlying needs for improve-
ment. Information about how the Bank man-
ages complaints is available on our websites.

Accessibility

In our digital meeting places, good service
means that the Bank strives to provide all
customers — even those with a disability or
language difficulty, for example — with the same
opportunities to access information and ser-
vices. Accessible information is easy to read,
hear, see and understand whether provided

in print, by telephone, online or in videos or
meetings.

Accessibility is a cornerstone in all our devel-
opment work. Our work is based on internation-
ally recognised standards, as well as our own
guidelines. Our membership in the International



Association of Accessibility Professionals (IAAP)
enables us to expand our knowledge and create
even better conditions for everyone who visits
our digital meeting places. We also see that this
membership provides opportunities to share our
own experience with work for increased acces-
sibility.

We have also contributed resources to the
Swedish government’s committee review (SOU
2021:44) on the implementation of the EU
Accessibility Directive into Swedish law, to
transfer the expertise we have on digital acces-
sibility and consumer banking services.

Closer to the customer

The development and implementation of new
technologies is part of a continuous process,
and moving at an increasingly rapid pace. We
believe our digital transformation can take us
closer to our customers. Customer behaviour
has changed, and our goal is to keep custom-
er’s needs and challenges at the centre of what
we do. We are moving into a new phase, where
relationships do not solely depend on physical
meetings, but can also be created, strength-
ened and nurtured in our digital channels. A
higher degree of digitalisation has resulted in
us spending more time on what we do best -
building value-creating relationships with our
customers.

Our goal is to build personal relationships
with our customers — regardless of where, how
and when they want to meet us. In developing
customer meetings, we want to ensure that the
customer receives the right offer at the right
time, and in the right place. Every year, we
invest billions of Swedish kronor in developing
our business, and have recently raised our
ambitions and the intensity of our efforts to
improve the overall customer experience.

When developing our offering, an increased
focus on life events helps our customers when
making important strategic choices — at the right
time. It helps us to provide tailored offerings,
wherever and whenever our customers need
them. Concepts that support customers’ needs
in various life situations are constantly under
development together with our customers and
employees. Insights and feedback directly from
end users help us optimise our offering, but
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also provide inspiration for new solutions and
offerings.

During the pandemic, digital identification in
a safe, secure manner has been a top priority,
not only as a way to communicate with the
Bank, but also with several other actors in the
community. At the same time, the ability to
collaborate regarding fundamental infrastructure
is important for digitalisation in society. The
ongoing work on the P27 Nordic payments
infrastructure collaboration is a further example
of how Nordic banks are continuing this journey.
Being close to the customer, even in times of
distancing, has been and continues to be our
top focus in addressing the Covid-19 crisis.

Advisory services on various savings goals’
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' Refers to Handelsbanken’s private customers in Sweden,
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2The total also includes Private Banking advisory services
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separately here.

Customer survey about compensation savings

“Have you put extra savings towards your pension to
compensate for part-time work and parental leave?”

G

B Yes

B No

M Don't know

M Not yet, but plan to

B Would like tips
and advice

H N/A

11%
14%
18%
14%

11%
32%

Source: SKI 2021
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Corporate

responsibility

Responsible actions are essential to long-term value
creation. Based on customers’ and society’s needs,
Handelsbanken makes long-term, responsible
business decisions for sustainable value creation.

GOOD BUSINESS ETHICS

Handelsbanken upholds good business ethics
and works systematically to take into account
new requirements and expectations, as well as
to integrate new regulations in daily operations.
Handelsbanken has a number of policies
that describe the Bank’s view on, and
approach to, a variety of issues. On the Bank’s
website, you can find the complete policy for
sustainability, policy for ethical standards, pol-
icy for management of conflicts of interest and
policy against corruption as well as summaries
of several other policies in the Handelsbanken
Group. In addition, a selection of guidelines
adopted by Handelsbanken’s Group Chief
Executive is available on the Bank’s website.

Policy for ethical standards

The policy for ethical standards is reviewed at
least once a year by the Board. The review
begins with any changes made in the relevant
legislation but also covers changes in external
expectations, the Bank’s experience from ongo-
ing internal work, and observations from the
Bank’s comprehensive internal control.

Policy for sustainability

In 2016, Handelsbanken'’s Board adopted a
policy for sustainability that sets the direction for
the Bank’s work and clearly sets out the Bank’s
view of sustainability. The policy applies
throughout the Handelsbanken Group and
encompasses all activities in relation to custom-
ers, suppliers and other business partners.

Selection of policy documents

established by the Board:

e Credit policy

e Policy for operational risks

e Capital policy

e Financial policy

e Communication policy

e Policy for sustainability

e Policy for ethical standards

e Policy against corruption

e Policy for management of conflicts
of interest

e Policy for remuneration

e Policy for suitability assessment

e Policy for risk control

e Policy for compliance

e Policy on measures against financial crime

e Policy for complaints management.

A summary of these policies can be found in
the Bank’s Corporate Governance Report and
at handelsbanken.com.

Selection of guidelines established by the

Bank’s Group Chief Executive:

e Guidelines regarding the environment and
climate change

e Guidelines regarding human rights and
working conditions

e Guidelines regarding business relations
with the armaments and defence industry

e Guidelines regarding business relations in
forestry and farming

e Guidelines regarding the tobacco industry

® Guidelines for managing taxes.

A selection of policy documents that the
boards of Handelsbanken’s subsidiaries
have decided on:

* Policy for shareholder engagement and
responsible investment at Handelsbanken
Fonder

e Policy for responsible investment at
Handelsbanken Liv

e Policy for sustainability at
Handelsbanken Liv

e Policy for sustainability at Stadshypotek

e Policy against corruption at Stadshypotek.

Selection of guidelines in the HR area:

® Guidelines on alcohol, drugs and gambling

e Guidelines for the prevention of victimisa-
tion and harassment

e Guidelines on bribery and improper
influence

e Framework for gender equality, diversity
and inclusion

e Guidelines on the work environment.
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2040

net zero emissions
of greenhouse
gases.

Principles when granting credit
Sustainability aspects are a vital part of the
Bank’s credit policy. The policy states that the
Bank’s lending must be responsible and meet
high ethical standards. When granting credit,
Handelsbanken must assess and evaluate the
customer’s approach to the principles and
agreements supported by the Bank. As a result,
Handelsbanken can ultimately decline to grant
credit to companies that do not apply these
principles.

Compliance and confirmed incidents
Banking operations are governed by extensive
laws and regulations. If a bank does not comply
with these, the responsible supervisory authori-
ties can decide on administrative fines and, in
the worst case, revoke the banking licence.
Administrative fines may be imposed on banks
for breaches such as corruption, faulty product
or service information or labelling, or non-com-
pliance with laws or regulations in the social or
economic spheres. In 2021, zero (0) confirmed
incidents occurred.

THE BANK’S ROLE IN THE COMMUNITY

Thanks to the Bank’s decentralised working
methods, we have a strong connection to the
local community. We consider it essential to
contribute in various ways to the communities
where we operate.

A PART OF THE LOCAL COMMUNITY
Concrete examples of our sustainability efforts
are branches’ involvement in various initiatives
and activities carried out by local associations
and charities. For example, Handelsbanken
Forestry and farming joined forces with local
branches to sponsor the Green Centre on
Gotland, in a project to introduce wildflower
meadows, creating beneficial biotopes for birds
and insects.

Many branches encourage their employees
to volunteer, and make allowances for this.
A popular activity is contributing with financial
knowledge in school and university courses.
This is a good way to get students to take a
look at their personal finances and translate
theory into practice. The branches also help
young business owners, offer to act as men-
tors and support various sports clubs and



associations. In 2021, our branches reported
a total of 512 branch-driven initiatives and
activities.

NON-POLITICAL AFFILIATION
Handelsbanken is not allied to any political par-
ties. The Bank does not provide any financial
support to any political party, nor does it make
any other type of political donation.

ECONOMIC VALUE CREATION

With a prudent and careful approach to running
a bank, we can support our customers in all
financial situations. By sharing our knowledge,
we can help improve our customers’ financial
health and abilities. When we meet our under-
takings we can make a positive difference in
the communities we serve. The Bank’s decen-
tralised ways of working, with trust and respect
for individuals, permeates our whole corporate
culture. This applies regardless of where we
conduct operations. Our staff have great re-

Distribution of economic value

SEK bn
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sponsibility and authority to make decisions in
all kinds of matters that concern our customers.

Itis also vital that a bank makes a profit. Not
only does the profit generate tax revenue for the
community and a return for shareholders, the
remaing part can be reinvested in the opera-
tions. In this way, economic value can be cre-
ated and we can grow and meet customers’
future needs, such as for loans. In the same
way as a manufacturing company must have
sustainability in focus when processing its raw
materials, a bank must have a sustainability per-
spective when working with money —in other
words when we invest our customers’ savings
and when we work with financing.

Taxes and distributed economic value
Handelsbanken wishes to provide transparent
financial reporting about the distribution of the
economic value generated by our operations.
Handelsbanken pays and reports taxes based
on international and local laws and regulations
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- M Salaries 9.3
Allocation to profit-sharing scheme 0.1

M Social security costs 4.5

M Suppliers 8.9

M Tax expenses 5.1

Fees resolution fund, etc. 1.3

M Dividend 16.7

M Reinvested economic value 2.8

2021

The preliminary allocation to the Oktogonen profit-sharing scheme made in 2018 and reversed in the first quarter of 2019,

is not shown in the above diagram.

Local initiatives and activities

B Sponsorship and
voluntary activities 42%

Sports and culture 24%
B Local business

community 8%
W Children and schools  11%
B Gender equality,

diversity and integration 4%

Research, universities

and colleges 2%

Corporate tax and charges 2021,
SEK 10,734m

B Corporate tax 54%
Social security costs  20%

M Fees for resolution
fund and deposit

guarantee 13%
M Non-deductible
input VAT 13%

in the countries where we operate. Handels-
banken complies with the OECD Transfer
Pricing Guidelines, meaning that the Group’s
earnings are taxed where value is created. The
Bank also prepares a country-by-country report
showing the Group’s earnings and tax in the
countries where our operations are run. The
Bank’s operations in Luxembourg, Hong Kong
and Singapore are not subject to local tax
regimes that allow for lower tax rates. The
Bank’s international branches in Luxembourg,
Hong Kong and Singapore conduct real opera-
tions with profits from local business operations
for which the Bank is taxed locally in accor-
dance with the normal local tax regulations.

MODERN SLAVERY AND HUMAN
TRAFFICKING
Handelsbanken does not accept any form of
child labour, slave labour or human trafficking. It
works to prevent the occurrence of these in the
Group’s supply chain and in other companies
with which Handelsbanken has business rela-
tions. The UK Modern Slavery Act 2015 requires
that certain organisations annually state the
actions that they have taken to ensure that
modern slavery and human trafficking do not
occur in their supply chains or in their opera-
tions. Internal instructions and procedures are in
place so that employees know what to do if they
are faced with or suspect a case of modern
slavery or human trafficking.

More information and a statement on the
Modern Slavery Act 2015 may be found at
handelsbanken.co.uk.

ECONOMIC RESEARCH AND EDUCATION
Since the early 1960s, Handelsbanken has on a
number of occasions awarded grants for eco-
nomic research, mainly through allocations to
two independent research foundations: Tore
Browaldhs stiftelse and Jan Wallanders och
Tom Hedelius stiftelse.

Together, these foundations are the most
important source of funding for economic

Taxes withheld for customers and employees 2021,
SEK 7,949m

B Taxes withheld

for customers 36%
Taxes withheld
for employees 64%
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research in Sweden. In 2021, 154 grants (186)
were awarded for a total of SEK 203 million (215).

At the end of 2021, the foundations’ com-
bined capital was SEK 9,930 million (9,121).

Handelsbanken has also funded a professo-
rial chair in accounting at the Stockholm School
of Economics and provided financial support to
the Swedish House of Finance (SHoF).

GUIDELINES FOR MANAGING TAXES

In addition to its policy for sustainability, which
includes a section on taxes that serves as

a starting point for the Bank’s work with tax-
related matters, Handelsbanken has guidelines
for managing taxes. A summary of these guide-
lines is available on the Bank’s website, together
with the Group’s policies for sustainability and
ethical standards.

The Bank’s management of taxes must follow
laws and regulations and their objectives, and
be transparent and sustainable. High ethical
standards must always be observed.

Handelsbanken disassociates itself from tax
evasion and must not carry out or participate in
transactions or provide products or services
that may be called into question in the light of
prevailing tax regulations or their intention. In
practice, this covers the following areas:

The Bank’s own tax management

Internal and external transactions carried out by
Handelsbanken within the framework of the
Bank’s own operations must always have a busi-
ness purpose. The Bank must not carry out a
transaction if the primary objective, or one of the
primary objectives, is to obtain tax advantages
in conflict with the intent of the tax regulations.

Products and services

The Bank must not provide products or services
where the primary objective, or one of the pri-
mary objectives, is to obtain tax advantages in
conflict with the intent of the tax regulations.

Customers

The Bank must not, through granting credits or
by other means, carry out or participate in trans-
actions with customers that constitute a step in
tax evasion. A fundamental rule is that the Bank
must not carry out or participate in transactions
on behalf of customers if the transaction does
not have a business purpose. In addition,
Handelsbanken must not carry out or partici-
pate in artificial transactions, where the primary
objective, or one of the primary objectives, is to
obtain tax advantages in conflict with the intent
of the tax regulations. If there is doubt, the Bank
must refrain from participating.

Suppliers and business partners
Handelsbanken encourages its suppliers and
business partners to adhere to the same tax prin-
ciples as the Bank in terms of compliance, trans-
parency, ethical standards and sustainability.

Investments

Within asset management, Handelsbanken
actively works to influence companies to adhere
to the same tax principles as the Bank in terms
of compliance, transparency, ethical standards
and sustainability. This means that companies’
management of taxes constitutes a key element
of the sustainability analysis that serves as the
basis for asset management’s investment deci-
sions. Inits current investments, asset manage-
ment continuously monitors the companies’
management of taxes and, depending on the
situation, asset management may opt to exert
influence through dialogue or divestment deci-
sions.

SUPPLIERS
The Group’s purchases can largely be catego-
rised as property and premises, external IT
costs, communications, travel and marketing,
purchased services, procurement of materials
or other expenses. The majority of external IT
costs and communications services are pur-
chased centrally, chiefly from suppliers with
international operations. Other categories are
usually purchased mainly from local suppliers.
We work to co-ordinate the Bank’s purchases
over national borders, taking into account cost
effects, quality and environmental impact.
The Bank holds regular dialogues with sup-
pliers where sustainability is a key factor. For
example, we investigate whether the supplier
has collective bargaining agreements, and
policies regarding the work environment,
anti-corruption and environmental impact. In
2016, Handelsbanken implemented a code of
conduct for major suppliers in Sweden, which
is now also implemented on other home mar-
kets. The code defines the expectations we
have of our suppliers and their subcontrac-
tors. Most of the expectations are based on
internationally accepted standards, with the
UN Global Compact as the starting point. This
means that the Bank expects its suppliers to
comply with the code of conduct or corre-
sponding standards. The Bank requires that
suppliers eliminate and combat all forms of
human trafficking, modern slavery and com-
pulsory labour, that they are in no way involved
in any form of child labour, and that they do
not violate human rights. Results have been
promising, and many of the Bank’s major sup-
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pliers have signed the code. In the Swedish
operations, we have also run a project in
which suppliers in sectors at particularly high
risk must sign the Bank’s code of conduct. We
see a positive link between the code and our
relationships with suppliers as well as its direct
impact on our sustainability activities.

We are also implementing a tool for monitor-
ing major suppliers’ key performance indicators
(KPls). If negative changes to either financial or
sustainability KPIs are detected, the agreement
owner is notified with details of the supplier con-
cerned and the nature of the change.

Handelsbanken’s Supplier Code of Conduct
is available at handelsbanken.com/sustainability.

PREVENTING FINANCIAL CRIME
Handelsbanken regards the prevention financial
crime as a fundamental principle for secure,
sound banking operations. Work to prevent all
types of financial crime has very high priority.
Handelsbanken has undertaken to comply with
the applicable laws and regulations regarding
money laundering, terrorist financing, sanctions
and corruption in the countries where we oper-
ate in order to prevent the Bank’s infrastructure
being used for illegal activities. However, with
the Bank’s low risk tolerance in mind, we often
go further than is required under the external
regulations. The Bank has an open, active dia-
logue with the authorities that supervise our
operations and regularly monitor our work on
preventing and counteracting financial crime.

Our established policies and measures
against financial crime and corruption comprise
the Bank’s framework for conducting this work
and are updated annually. The Bank also has a
policy for ethical standards which sets out how
the Bank ensures that employees are not
accessories to financial crime. This work
demands expertise and awareness. Our
employees must annually complete mandatory
courses on money laundering, terrorist financ-
ing, sanctions, corruption and predicate
offences to money laundering such as fraud
and tax evasion.

The work of preventing and counteracting
financial crime is risk based. It starts with a
general risk assessment to identify, analyse
and manage the various risks that the Bank
faces. The Bank’s decentralised organisation
and strong connection to the local community
create good opportunities to build close, long-
term customer relationships and build up
in-depth knowledge of the customers. Our
customer relationships are initiated at one of
our branches, which gives our staff a better
ability get to know their customers, and to



understand their business and what banking
services they require. This knowledge is valu-
able for being able to identify deviations, and to
work effectively on measures to combat finan-
cial crime.

As well as deviations identified by the branch,
automated monitoring is also regularly used to
screen for suspicious transactions and be-
haviour. If suspected cases of financial crime are
identified in the monitoring, these are reported
to the relevant authority. If there is strong suspi-
cion of money laundering or fraud, we close the
customer relationship, or implement product
restrictions in order to prevent continued use of
our channels and products by the business in
question. In order to prevent fraud that risks
affecting our customers, such as investment or
romance fraud, we continuously work to keep
our customers abreast of the prevailing risks.

To bolster Handelsbanken’s work in this area,
the Bank continuously invests in expertise and
new technology.

Money laundering is a huge problem for soci-
ety, and more collaboration and exchange of
information is needed to prevent it. A collabora-
tion between the Swedish police and several
Swedish banks, including Handelsbanken, was
initiated in 2020 — the Swedish Anti-Money
Laundering Intelligence Taskforce (SAMLIT).
Through the collaboration, the Bank gains valu-
able, detailed information regarding how crimi-
nal networks launder money in practice, and
can identify customers suspected of links to
these networks.

Customer due diligence is a core issue for
many companies working with financial trans-
actions, and is a critical part of the work to
counteract money laundering and other finan-
cial crime. Together with five other major Nordic
banks, Handelsbanken formed the joint ven-
ture Invidem AB in 2019, for additional invest-
ments in the collection and verification of
customer information for companies in the
Nordic region.

CONFLICTS OF INTEREST, CORRUPTION,
BRIBERY AND IMPROPER INFLUENCE
Handelsbanken has established procedures for
managing conflicts of interest with the aim of
preventing negative impact on customers’ inter-
ests. The Bank’s policy for management of con-
flicts of interest provides further guidance for the
Bank’s work in this area, for example, by listing
areas where conflicts of interest could arise in
our operations. The policy includes details on
the procedure for identifying and managing con-
flicts of interest. For example, potential conflicts
of interest, as well as how they have been

SUSTAINABILITY REPORT | ADMINISTRATION REPORT

managed, must be reported each year by units
deemed to have a greater probability of conflicts
of interest.

Handelsbanken’s work methods are to be
characterised by respect and high ethical stan-
dards. It is important that we combat risks in all
ways possible and uphold confidence in our
operations. We aim to work proactively to pre-
vent all types of criminal activity, such as cor-
ruption and other financial crime. We have a
policy against corruption, in which Handels-
banken'’s view is stated. The Bank’s employees
must never be involved in activities that could
involve bribery or corruption, and the Bank
does not permit any representative of the Bank
to give or receive bribes on Handelsbanken’s
behalf. We also have a policy for ethics, which
specifies how we at the Bank are to behave in
our interaction with customers, employees,
counterparties, owners, authorities and the
public at large.

Handelsbanken follows the recommenda-
tions of the Swedish Anti-Corruption Institute’s
‘Code to prevent Corruption in Business’, and
our employees must also comply with the
Bank’s rules regarding bribery and other
improper influence. The regulations must be
followed in all contexts, such as gifts, corporate
hospitality and other events.

We encourage all our employees to report
confirmed or suspected fraud or other irregulari-
ties. We see it as important to act and take
action when something is not right. We have an
external whsitleblower system which can be
accessed by all employees and consultants to
anonymously report fraud.

Risk analyses are undertaken on a regular
basis with the aim of preventing and identifying
corruption. The risk of corruption is assessed to
be higher than normal when customers operate
in countries or sectors where corruption occurs
more often, and when products and services
such as cross-border payments are used by
these customers.

Our employees must annually complete
mandatory courses on matters relating to
corruption and other financial crime. Handels-
banken’s Central Board and the boards of
the Bank’s subsidiaries have also received
training.

Anti-corruption work is a continuous pro-
cess at the Bank. In 2017, the Bank became a
member of Transparency International Sweden
(TI Sverige), a business forum in which the
Bank and other large Swedish companies
exchange experiences and knowledge relating
to the area.

INTEGRITY AND CONFIDENTIALITY -
INFORMATION SECURITY AND IT SECURITY
The Bank’s information security and IT security
involves protecting customers’ information and
transactions, and also the Bank’s IT environ-
ment, as well as monitoring outsourced IT oper-
ations. Information security covers administra-
tive solutions, such as processes, rules and
instructions, competency and awareness, as
well as technical security solutions.

It is important that the Bank proactively and
dynamically manages IT security to meet identi-
fied potential threats, and that procedures are in
place for managing changes in the IT environ-
ment so that no breaches occur. Deficient pro-
cessing or the unintentional release of informa-
tion can bring serious consequences, for
example, weakened confidence in the Bank or
financial losses.

The Group Chief Executive establishes guide-
lines for information security at Handelsbanken.
Allemployees of the Bank are responsible for
compliance with the rules for protection of infor-
mation, and all managers are responsible for
compliance with the rules in their own area of
responsibility. Information security work is pur-
sued in accordance with the ISO 27001 interna-
tional standard. Handelsbanken'’s organisation
for information security, as well as four essential
processes within IT production, have been certi-
fied according to ISO 27001 since 2019 and are
subject to further certification assessments on
an annual basis.

The Bank’s security work, as well as its man-
agement of sensitive information, is also gov-
erned by international and national legislation.

In 2021, 19 incidents (18) relating to cus-
tomer privacy or poor management of customer
data were reported. None of the reports was
received via government authorities. A total of
18 were complaints received from customers
which were found to be substantiated by the
Head of Security, while one was identified inter-
nally. All cases have been managed with the
parties affected. This data does not include
cases under the General Data Protection
Regulation (GDPR), introduced in May 2018.

The Bank'’s information security regulations
are based on the Standard of Good Practice
developed by Information Security Forum (ISF),
an organisation which counts most of the larg-
est companies in the world as members. Our
security efforts are pursued systematically, and
we apply processes where risk analysis plays a
central role. The risk analyses employ the ISF’s
Information Risk Analysis Methodology (IRAM2),
as well as others.
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The conditions for security are constantly
changing. Thus, Handelsbanken needs to con-
tinuously evaluate and take a stand on new
potential threats in this area. Continuously fol-
lowing up events which occur both within and
outside our operations makes it easier to take
the right action at the right time. To this end, the
Bank participates and collaborates in interna-
tional forums. For several years, Handelsbanken
has been a ‘listed team’ in the Trusted Intro-
ducer community (a European network for IT
security) and a full member of the Forum of
Incident Response and Security Teams (FIRST).
Handelsbanken also participates in the Swedish
Bankers’ Association’s security committee and
FIDI Finans, a forum for sharing information
between the government, the business com-
munity and other relevant organisations in
Sweden regarding security in the financial
sector. The forum is led by the Swedish Civil
Contingencies Agency (MSB).

The Covid-19 pandemic has brought about
new circumstances. New additions have been
made to the existing security instructions for
remote working, with the understanding that
this is the new normal. The Bank is monitoring
developments. IT changes, including security
updates, have worked as normal to secure
technical environments and to prevent a techni-
cal debt, while security surveillance is taking
place as usual to identify and act on identified
risks, threats and cyberattacks.

CLIMATE AND THE ENVIRONMENT

Climate change is one of the biggest challenges
of our age. Handelsbanken works actively to
halt and counteract our own negative impact
on the environment, but also to redirect financial
flows to benefit low emissions of greenhouse
gases, environmental improvements, and cli-
mate-related adaptations.

DIRECT ENVIRONMENTAL AND

CLIMATE IMPACT

In accordance with the Paris Agreement, emis-
sions linked to our own operations must be
reduced over time. Systematic environmental
work is continually done at Handelsbanken to
steadily reduce the environmental impact of
operations. This is monitored using an array of
key figures that show how the work is progress-
ing. Handelsbanken’s goal is to actively work to
minimise its direct environmental impact by
constantly developing its environmental activi-
ties. We are working to achieve this by boosting
resource efficiency and recycling, for example,
and by taking environmental impact into
account in our purchasing and business travel.

One concrete example of this work is the Bank’s
company car guidelines, stipulating that com-
pany cars that are neither electrically powered
nor plug-in hybrids may only be selected in
exceptional cases.

Energy and carbon dioxide

The Bank’s direct impact derives mainly from
energy consumption, business travel and trans-
port as well as use of resources such as paper.
We are working to minimise the carbon dioxide
emissions generated by our operations. In
2021, carbon dioxide emissions from Handels-
banken’s operations totalled 4,931 tonnes.
Handelsbanken has had net neutral climate
emissions from its own operations since 2017,
and compensates for the carbon dioxide emis-
sions it cannot avoid.

Since 2013, the Bank has reduced its emis-
sions by 70 per cent. The Bank’s electricity con-
sumption decreased by 10 per cent in 2021
compared with the previous year. The propor-
tion of renewable electricity in the markets
where we have our primary operations is 100
per cent. New systems support has been
introduced in 2021, making things easier for
employees working with the Bank’s environ-
mental reporting.

Environmental work during the year
Throughout the Bank, changes are constantly
being made which, overall, are reducing envi-
ronmental and climate impact.

Examples of actions carried out during the year:

e Covid-19 has continued to have wide-rang-
ing effects on the Bank. The number of
business trips remains below pre-pandemic
levels, and a new travel policy has been intro-
duced as a means to maintain this trend,
under which train travel and public transport
must always be the first-hand choice for
domestic journeys, low emission cars must
be the first-hand choice when renting a car or
taking a taxi, and that single-day travel must
be replaced with digital meetings wherever
possible.

e The number of video conferences has
increased by 19 per cent.

e The ongoing organisational changes have led
to an approximate 36,000 sg m reduction in
the Bank’s need for office space, which is one
of the explanations why the Bank’s total
emissions have decreased.

e Since the second quarter, an extra year has
been added on to the expiry date of new pay-
ment cards for both corporate and private
customers. The extended validity implies a
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reduced environmental impact from both the
materials used in the card manufacture and
the postage to the customer. At the same
time, electronic invoices were introduced for
our corporate customers, implying a reduc-
tion in paper copies.

e Through the Puro.earth platform, the Bank
has access to a marketplace for trading in
certified emission reductions. The aim is to
support the market for high quality carbon
capture and climate compensation. The
platform builds on a common standard for
guaranteeing long-term carbon capture and
storage with projects that are quantifiable,
verifiable and scalable.

Future activities

e The decision has been made that Handels-
banken will gradually shift to using recycled
plastic in its cards throughout 2022. The
recycled plastic is obtained from plastic
waste from the industrial area Vitré in France,
where the factory that manufactures the
cards is located.

e Every year, customers with Platinum Master-
card or Visa Infinite bank cards receive a
magazine with features and offers. January
2022 will be the final time that these maga-
zines are distributed in printed form, after
which they will be provided in a digital format.

e As part of the Bank’s sustainability work, the
fuel discount previously linked to the credit
card has been removed. The notice period for
the removal ends in summer 2022.

Climate compensation

Handelsbanken works constantly to minimise
the emissions generated by our operations.
Since some measures take time to implement
and the effects are not always easy to verify, the
Bank also compensates for the reported carbon
dioxide emissions generated by its operations.
The Bank purchases carbon offsets through
projects with verified climate benefits which
have been registered with the UN Clean Devel-
opment Mechanism (CDM). The projects are
certified based on the Gold Standard, a certifi-
cation endorsed by more than 80 non-govern-
mental organisations (NGOs) that ensures the
projects contribute to long-term sustainable
development. The Bank strives to select proj-
ects with high additionality, which means that
the projects would not have been implemented
without financing by means of climate compen-
sation. The Bank is also looking into negative
emission certificates, which are described
above.



OUR CLIMATE STRATEGY
Handelsbanken’s climate strategy rests on
four pillars:

1) Scientific targets

2) Measure and report

3) Support customers

4) Responsibility and collaboration

Scientific targets

Handelsbanken'’s goal is to have net-zero emis-
sions' of greenhouse gases as soon as possible
and by 2040 at the latest. This goal covers the
entire Group and includes lending, leasing, and
investments as well as the Bank’s own opera-
tions such as energy consumption and busi-
ness travel. Handelsbanken has adopted an
ambitious schedule, since we are convinced
that a rapid, organised transition with the aim of
limiting global warming to close to 1.5°C is best
for our customers, for the communities we
serve and thus also for Handelsbanken.

In order to ensure that our emissions targets
are based on a solid scientific foundation, the
Bank will seek validation from the Science
Based Targets Initiative (SBTi). This also involves
setting milestones for reductions between now
and 2040, such as a specific level by 2030.

An important step on this journey was taken
just before the UN COP26 summit in Glasgow,
when the Bank became a signatory to the
“Business Ambition for 1.5°C Commitment
Letter” — meaning that we have now committed
to set emissions targets in line with prevailing
scientific understanding within 24 months.

Measure and report

Measuring, reporting and transparency are
central tenets of our climate strategy. Handels-
banken Fonder and Handelsbanken Liv have
published TCFD reports for several years. In
2021, the Bank published its first report in line
with the TCFD’s recommendations for lending
activities . Read more on pages 72-73.

In setting our climate goals for 2040, Han-
delsbanken has decided to commit to calculat-
ing the emissions our lending operations give
rise to. As a means to ensure this is done cor-
rectly, the Bank has joined the Partnership for
Carbon Accounting Financials (PCAF), which
provides models for such calculations. Work on
calculating emissions from the loan portfolio
began in 2021, focusing on emissions from the
Bank’s real-estate lending in Sweden.

" Net-zero emissions of greenhouse gases into the atmo-
sphere means that emissions that do occur must be
absorbed by the ecological cycle or using technical
solutions, so that they do not add to global warming.
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Support customers

Handelsbanken aims to be alongside our cus-
tomers on their journey towards net-zero emis-
sions of greenhouse gases. Central to this is the
development of products and services that con-
tribute to such reductions. In order to steer our
work and build up some momentum in this area,
we have published a target for our financing
operations — by 2025, at least 20 per cent of the
Bank’s financing volume shall consist of green
financing, social financing or financing that con-
tributes to the borrower’s measurable, sustain-
able transition, such as a reduction of emis-
sions. During the year, we have taken many
steps towards achieving the target, such as the
Bank’s launch of numerous new green loan
products, as well as Europe’s first fully taxonomy-
aligned loan.

A key factor in our ability to support our cus-
tomers in the best way possible is the sustain-
ability competency of our employees. For this
reason, a new training course in sustainability
was launched in 2021, mandatory for all
employees. Further information about the
course can be found on page 68. The aim is to
give the Bank’s sustainability expertise a broad
boost, and to highlight the opportunities avail-
able to the financial sector to contribute to a
green transition.

Responsibility and collaboration

Climate change is a global problem requiring
global solutions and co-operation. This is why
Handelsbanken has proudly endorsed the
Principles for Responsible Banking (PRB) for
several years, and why it continues to support
other international initiatives for sustainable
business: the 2030 Agenda for Sustainable
Development and the Sustainable Develop-
ment Goals, the UN Global Compact and the
Principles for Responsible Investment (PRI), to
name a few.

If the financial sector is to properly fulfil its role
in the transition, ambitious global climate poli-
cies will be needed. There are examples of such
policies at regional and national level, especially
within the EU, but from a global perspective,
current climate policies mean that the targets of
the Paris Agreement will not be achieved. In an
attempt to help shape political action on the
climate, Handelsbanken joined a number of
other companies in signing an open letter to the
leaders of the G20 countries. The letter was
co-ordinated by the global “We Mean Business”
collective and urges governments to strengthen
and renew their obligation to achieve the Paris
Agreement’s target of limiting global warming
to 1.5°C, through reinforcing their national

commitments, discontinuing subsidies for the
fossil fuel sector, putting a price on carbon
dioxide and improving the conditions for green
investments.

THE BANK AS AN EMPLOYER

Handelsbanken'’s values and strong corporate
culture are vital to our success. Our concept
of how to run a successful bank is based on
trust and respect for the individual — both cus-
tomers and employees. The Bank’s decen-
tralised way of working creates commitment
and gives every employee both responsibility
and opportunities to make an impact on the
Bank’s operations. We believe that it is healthy
for people to meet other people, to collabo-
rate, develop, build relationships and find
solutions together. With this structure, we also
create better conditions for achieving the
Bank’s overall goal.

CONTINUOUS DEVELOPMENT

Our strength is derived from the combined
expertise of our employees. When we develop,
so does the Bank. Handelsbanken has an
established structure for developing our opera-
tions and our staff, with the customer and their
business as the starting point. The structure is
called the Wheel, and one aspect of it is that all
employees take part in their unit’s business
planning process, which includes setting goals
and scheduling activities. In dialogue with their
line manager, each employee should be given
the conditions to develop their expertise to align
with customers’ needs and preferences, based
on policies and regulations, and changes in the
business environment.

A very important part of our development is
what we learn in our day-to-day work, and our
employees take responsibility for developing
themselves, the business and their colleagues.
For support in this, we have a competency
mapping tool which we recommend is used in
the preparations for performance reviews
between employees and managers. During Q4
2021, the competency mapping system was
expanded to identify further skills development
needs relating to sustainability, based on the
Bank’s sustainability goals.

In order to create the most fertile grounds for
development, our ambition is for the Bank’s
employees to reflect the markets in which we
operate — with different backgrounds, skills, and
professional experiences, as well as different
ways of thinking and solving problems.

In 2021, a number of mandatory training pro-
grammes were held for all employees in the
Group:
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e financial crime, preventative measures
against money laundering, terrorist financing
and related crime such as tax evasion and
fraud

e General Data Protection Regulation (GDPR)

e physical security and cybersecurity

e sustainability in the financial industry.

The Sustainability in the

(‘Qﬁj‘_‘;ﬁa{, . . . ')
financial industry training
g (@ E course works as a starting
\. point for training different
%”’wn?m’é professionals within the
finanskompetens banking, financial and insur-

ance industry about sustainability. The overall
goal of the course is to build up knowledge and
awareness of the activities required to achieve
atransition to a sustainable future. The training
course includes sections on international and
European initiatives and regulations, climate
risks, the EU taxonomy and Disclosure Regula-
tion, and on rules relating to advisory services
and product oversight governance. At
Handelsbanken, the course is mandatory for
all employees and consultants with an assign-
ment of longer than six months. In 2021, the
course was completed by 84 per cent of all
employees.

The Wheel - the relationship between
the operations and the employees

Business plan

The Wheel illustrates the relationship between the
operations and the employee’s development. Manag-
ers and employees work together to create their own
unit’s business plan each year. After the plan is set,
planning dialogues and performance reviews (PLUS
reviews) are carried out, linking the business plan with
each employee’s goals. As a result, every employee
has an individual action plan that is followed up regu-
larly during the year and forms the basis of the annual
salary dialogue review between employee and manager.

STAFF TURNOVER

External staff turnover was 7.8 per cent (5.1) for
the Group, and 5.6 per cent (3.6) for Sweden.
As always at Handelsbanken, the process con-
nected to identified staff redundancies is man-
aged with respect and care for the employees
and in close collaboration with our trade unions.
If employment ceases for any reason other than
retirement, the Bank can offer outplacement
through external partners.

HEALTH AND WORK ENVIRONMENT
Handelsbanken keeps a steady focus on issues
concerning employees’ health and work envi-
ronment. Our overall goal for health and the
work environment is that employees should feel
good, develop and perform at optimal capacity.
A good, inclusive work environment upholds
employee’s health and well-being, which is a
prerequisite for the Bank’s long-term profitabil-
ity. Allemployees at Handelsbanken should feel
respected and secure at their workplace, and
thus no form of victimisation, discrimination or
harassment, including sexual harassment, is
accepted.

In accordance with the Bank’s Group-wide
work environment guidelines, the systematic
work environment efforts at the Bank employ
on a Group-wide process, based on a number
of health factors with the Bank’s culture and
values as their starting point. The work is
undertaken in accordance with each country’s
local laws and regulations pertaining to the
work environment, as well as according to the
Bank’s own procedures. Together with their
employees and trade union representative or
employee representative, each manager is
responsible for performing regular work envi-
ronment surveys, based on our health factors.
Starting with a joint discussion on the results of
the survey and risk assessment, an annual
activity plan is formulated. The plan includes
suitable training on employee health, security
and the work environment, in order to improve
and maintain a positive, respectful and inclu-
sive work environment. The activities are inte-
grated in the unit’s business plan and are fol-
lowed up continually.

An ongoing dialogue between managers and
their employees makes it possible to detect
early signs of poor health and to ensure the
work situation is sustainable in the long run.

Every country regularly monitors its system-
atic work environment efforts in a joint health
and safety forum comprising employer and
employee representatives. All employees are
covered by the systematic work environment
work. Examples of topics followed up are the
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result of work environment surveys at aggre-
gated level, sickness absence, and reported
work-related injuries and workplace incidents.
Identified risks are managed through tailored
improvements. In Denmark, Finland and Norway,
work environment agreements regulate security
matters, allocation of roles and responsibilities,
and the work environment organisation. The
process for systematic work environment work
has been subject to regular internal audits,
within the framework of Group Audit’s risk-
based working methods.

In Sweden, there is a work environment
agreement between Handelsbanken and
Finansférbundet (Financial Sector Union of
Sweden), regulating areas such as security, the
allocation of roles and responsibilities, and the
work environment organisation. This agreement
covers all employees in Sweden. At the central
level, there is a joint work environment and
security committee, with representatives from
the Bank, Finansférbundet and Saco, the
Swedish Confederation of Professional Associ-
ations. The committee comprises eleven mem-
bers, five from the employer and six from the
trade unions, and convenes four times a year.
Their task is to support, develop and monitor
how work environment efforts and security mat-
ters are managed in Sweden. At the local level,
there are joint work environment committees
comprising members representing both the
Bank and Finansférbundet. This meets four
times a year. The committee’s tasks are to
ensure that the local work environment efforts
are performed in accordance with the Bank’s
process, and to ensure that work environment
representatives and managers have the appro-
priate expertise concerning the work environ-
ment.

In order to further strengthen the work envi-
ronment efforts in Sweden, a new training
course has been developed for managers and
leaders, staff representatives and HR. The train-
ing takes the form of a combination of e-learn-
ing and leader-led workshops. Every year, an
annual knowledge refresher programme is
implemented in the relevant areas.

The Bank has procedures and guidelines
covering all employees for managing poor
health, illness, crisis situations and other work
environment incidents. All employees are cov-
ered by local company healthcare programmes
or the equivalent. Where expert knowledge is
required in a specific area, the Bank has part-
nership agreements with external, professional
providers.

For absences of less than one day, it is per-
missible for employees to record their time as a



paid leave of absence when there are grounds
to do so, such as a dentist’s or doctor’s appoint-
ment which could not be arranged outside of
working hours.

The sickness absence rate for staff in the
Bank’s six home markets was 2.2 per cent (2.5).
For staff in Sweden, the rate was 2.5 per cent
(8.0). In 2021, 7 (16) cases of harassment were
investigated in the Group.

Management of the pandemic
Handelsbanken has taken extensive measures
as aresult of the Covid-19 pandemic. Since the

Health and the work environment at
Handelsbanken

Respect

Balance

Feel good
Develop

Optimal capacity

Competence Communication

Physical work

environment Security

Handelsbanken’s overall goal for health and the work
environment is that employees should feel good,
develop and perform at optimal capacity. Our efforts
for the work environment focus on several health
factors that are collectively the prerequisites for a
positive, respectful and inclusive work environment.

Gender breakdown - Group
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pandemic started, central and local crisis teams
have been activated and have held regular
meetings.

The Bank has accelerated development of
technical solutions for digital meetings and
remote work. Major efforts have been made at
workplaces to promote health and minimise the
spread of infection. Information, advice and rec-
ommendations have been provided to all
employees on an ongoing basis. Throughout
the Bank, employees have worked remotely
whenever possible.

Activities supporting good health in connec-
tion with remote working have been developed,
such as inspiration videos touching on recharg-
ing and recovery, stretching and changing posi-
tion during the working day. Managers have
been offered targeted digital proficiency devel-
opment in collaboration with external compa-
nies, including remote leadership and coping
with anxiety.

During the pandemic, the Bank has offered
employees with medical qualifications to work
within healthcare for a limited period, as part of
the “Skill Shift Initiative”, while retaining their sal-
ary from the Bank.

A Group-wide health and well-being chal-
lenge was launched during the year, based on
the Bank’s culture. The activities involved in the
challenge are centred around three focus areas:
healthy choices, a sustainable working day and
the environment and climate in our daily lives.
The objective is to inspire participants to make
their own active choices from a position of
increased knowledge and awareness.

Gender breakdown - branch managers 2021
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GENDER EQUALITY, DIVERSITY

AND INCLUSION

Gender equality, diversity and inclusion are part
of Handelsbanken'’s core values.

Diversity is a crucial element of our success,
a key factor in thinking differently and innova-
tion, and is closely linked to our profitability. By
attracting, recruiting, developing and retaining
employees with different backgrounds, per-
spectives and experiences, we improve our
capacity to understand our customers’ needs
and to adapt to a society in a constant state of
change.

We endeavour to reflect the diversity of the
places we operate, and to achieve and maintain
a balanced gender representation in all parts of
the Bank — whether professional roles, areas,
units or countries. Through an inclusive culture,
we can best harness the advantages inherent to
gender equality and diversity.

In order to achieve our goals in terms of
gender equality, diversity and inclusion, we
put a particular focus on the following areas:
management succession planning and
recruitment, competency development, health
and work environment, balance between work
and private life and gender-equal salaries. All
areas are followed up on the basis of several
key figures.

In order to ensure that focus on these issues
is co-ordinated across the Group, there is a
Diversity Council with participants from the
management groups in our main markets, the
Bank’s Head of Sustainability and the Chief
Human Resources Officer.

Age and gender breakdown 2021
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In Sweden, we monitor the proportion of
employees with a foreign background relative to
society as a whole. This data is obtained from
Statistics Sweden, SCB, and is followed up
every third year. The statistics, which are anony-
mous for the Bank at the individual level, show
what proportion of the Bank’s employees in
Sweden were born in a country other than
Sweden, and/or with both parents bornin a
country other than Sweden. By means such

as competency-based recruitment, we increase
the possibility of attracting and recruiting
employees with different backgrounds.

The Bank has achieved its overall goal for the
Group of an even gender distribution, in terms
of both overall share of female employees, 49
per cent (50), and share of female managers at
the Bank, 41 per cent (41). In Sweden as well,
the Bank achieved its overall goal of an even
gender distribution, in terms of both overall
share of female employees, 52 per cent (52),
and share of female managers at the Bank, 50
per cent (48).

A few years ago, the Bank signed the Women
in Finance Charter in the UK, an initiative from
HM Treasury, entailing a commitment to work
towards a more gender-balanced financial sec-
tor. By 2026, Handelsbanken UK aims for 40
per cent of managers to be women. In 2021,
the proportion of women managers in the UK
was 26 per cent (26).

REMUNERATION AND BENEFITS
Handelsbanken aims to be an attractive
employer and offers competitive terms of
employment for all employees — temporary as
well as permanent. In addition to the benefits
stipulated by law, regulations, collective bar-
gaining agreements and other local agree-
ments, we offer benefits that promote our view
of long-term employment, gender equality and
participation in Handelsbanken’s results.
Handelsbanken aims to meets its employees’
needs during various phases of their life in a
flexible way. Collective bargaining agreements
are the foundation of the workplace benefits the
Bank offers to both temporary and permanent
employees. At Handelsbanken, we have individ-
ual salaries which are set in the salary dialogue
review between manager and employee con-
ducted every year. Conditions and benefits differ
within the Group and are adapted to the mar-
kets where the Bank operates and to the collec-
tive bargaining agreements which are in place.
Employees’ total remuneration should help to
develop the Handelsbanken Group’s competi-
tiveness and profitability by attracting, retaining
and developing skilled staff, and ensuring the

Bank’s management succession. This is stated
in the Bank’s remuneration policy, determined
by the Bank’s Board. The Board is responsible
for the application of the policy and undertakes
follow-up activities to ensure this is done. Once
ayear, the Bank’s remuneration committee
must make an assessment of the policy and the
remuneration system, and report it to the Board.

Benefits and pensions

Handelsbanken offers various types of competi-
tive benefits, for both permanent and temporary
employees of the Group; these differ between
the countries. In 2021, the proportion of perma-
nent employees was 93 per cent (94).

Handelsbanken aims to make it easier for all
employees to combine employment with parent-
hood. The Bank subsidises home and family
services for employees in Sweden who have
children under the age of 12. In addition to cur-
rent social insurance regulations for parental
leave, in most of its markets Handelsbanken
provides remuneration in accordance with local
regulations. This means that parents receive
between 80 and 100 per cent of their salaries
over a limited period. Employees who take
parental leave have the same right to salary
dialogue reviews as other staff.

The Bank offers employees credits on special
terms. These credits are mainly granted for
financing residential property. The terms and
conditions differ between countries depending
on local circumstances, and in several countries
they are a taxable benefit.

Our employees’ health and their work envi-
ronment are vital to ensuring that they feel good,
develop and perform at optimal capacity. The
Bank encourages this by granting subsidies for
various leisure activities and by organising
health-promoting initiatives.

Other forms of benefits offered include insur-
ance and company cars.

Pensions are part of the total remuneration to
employees of Handelsbanken. The pension
terms in the countries where the Bank conducts
its operations must be competitive and adapted
to legislation and regulations, in accordance
with the conditions prevailing in each country.

An occupational pension plan can include a
retirement pension, disability pension and sur-
viving family member protection. Employees
can be offered pension solutions that are
defined benefit, defined contribution or a combi-
nation of the two.

Equal pay
The Bank works actively and systematically to
ensure equal pay and to rectify unwarranted pay
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differentials between women and men through-
out the Bank. In Sweden, this work has been
performed for several years in co-operation with
the trade unions. Each year, salaries are
mapped by the Bank to act on any differentials
that have arisen.

Oktogonen - the Bank’s profit-sharing
scheme

Our goal is to have higher profitability than the
average of peer competitors in our home mar-
kets. Oktogonen is Handelsbanken'’s system for
collective profit-sharing, based on a common
corporate goal where all employees contribute
to the success of the Bank.

Allocations to the profit-sharing scheme are
subject to Handelsbanken achieving its corpo-
rate goal. An allocation is made following the
Board’s overall assessment of the Bank’s
performance.

Disbursements are made directly to the indi-
vidual employee either in cash, to a pension
savings programme, to a savings plan or as a
combination.

RELATIONSHIPS WITH TRADE UNIONS
Handelsbanken'’s traditionally good relation-
ships and cooperation with trade unions are a
valuable component of the Bank’s culture. The
Bank promotes the right of all employees to join
a trade union or employee organisation. There
is an ongoing, close dialogue between union
representatives and managers concerning
changes to the operations — such as organisa-
tional changes, new products or the appoint-
ment of new managers.

All employees in Denmark, Finland,
Luxembourg, Norway, and Sweden, comprising
74 per cent (75) of the Bank’s employees, are
covered by collective bargaining agreements.
In these countries, employees who are not
members of a union are also covered by the
terms of the collective bargaining agreement.

In addition to collective bargaining agreements,
there are other types of agreements with local
employees’ organisations, such as works coun-
cils in the UK and the Netherlands. such as
works councils in the UK and the Netherlands.

In Sweden, Handelsbanken’s part ownership
of BAO, the Employers’ Association of the
Swedish Banking Institutions, means that the
Bank is bound by collective bargaining agree-
ments with Finansférbundet, with Akavia/
Sveriges Ingenjorer (Swedish Union of Graduate
Engineers) as well as various associations in
Saco, the Swedish Confederation of Profes-
sional Associations, affiliated with PTK (the
council for negotiation and cooperation). The



collective bargaining agreements regulate con-
ditions such as employment conditions, notice
period and pensions. BAO also has collective
bargaining agreements with the Swedish Hotel
and Restaurant Workers’ Union and the

Swedish Building Maintenance Workers’ Union.

The Bank has also reached local agreements
with Finansférbundet and Saco regarding the
forms of influence and co-determination.

EUROPEAN WORKS COUNCIL

In addition to matters dealt with in a dialogue
with the union organisations at national level in
each country, Handelsbanken’s European
Works Council (EWC) serves as a forum for
information and dialogue concerning joint,

CONDUCT OF EMPLOYEES

The following are extracts from codes of
conduct included in policies and guidelines
and refer to human resources.

Handelsbanken’s employees

e must not be in a position where they may
be suspected of taking improper advan-
tage of knowledge about the financial
markets which they obtain in the course
of their work
must be familiar with legislation concern-
ing trading in financial instruments and
observe the Bank’s rules for employees’
private securities and currency
transactions
must, in their work at the Bank and in their
private affairs, refrain from business trans-
actions that violate the Bank'’s rules or
current legislation
must refrain from transactions or other
commitments that could seriously jeop-
ardise their personal financial position
are not permitted to process transactions
in which they, or persons closely associ-
ated with them, have a personal interest —
this also applies to companies in which
employees, or persons closely associated
with them, are involved
must notify compliance or Group Audit if
they suspect irregularities at the Bank.
Handelsbanken'’s separate whistleblowing
system provided by an external supplier
may be used as well as these reporting
channels
must notify the Bank of assignments out-
side the Bank and obtain approval — this
also applies to secondary occupations
and certain posts in clubs, societies and
the like.
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cross-border questions, such as the work envi-
ronment. The EWC consists of representatives
from executive management and employee
representatives from Denmark, Finland,
Luxembourg, the Netherlands, Norway, the UK
and Sweden.

INITIATIVES AND COLLABORATIONS
Banks play a key role in the transition to a sus-
tainable society. And the challenges we all face
require us to join forces and act together. To
succeed, collaboration with other investors,
companies, public authorities and special inter-
est organisations is necessary.

For other initiatives and collaborations in
which Handelsbanken participates or which it
supports, further information can be found on
pages 12-13 of the Sustainability Fact Book,
handelsbanken.com/sustainability.

COLLABORATIONS ON

CHILDREN’S RIGHTS

For many years, Handelsbanken has partici-
pated in various collaborations to promote the
rights of children, a commitment that reflects the
Bank’s principles and the importance of this
issue. For example, we support ECPAT and
World Childhood Foundation, global organisa-
tions working to prevent child abuse.

Another organisation that also works to pre-
vent payments for material featuring abuse
through the financial systems is the Finance
Coalition Against the Trafficking of Children for
Sexual Purposes, of which Handelsbanken has
been a member since 2009.

Since 2013, Handelsbanken has been a part-
ner in the non-profit foundation Global Child
Forum, an independent forum for discussion
and knowledge sharing about children’s rights,
and for developing tools to help companies fol-
low up, highlight and improve children’s rights in
and through their operations. The forum brings
together leaders from business, government,
academia and civil society to collaborate on this
same theme.

GLOBAL COMPACT

In 2009, Handelsbanken signed the UN Global
Compact, an initiative aimed at companies
which advocates ten principles based on inter-
national conventions. These principles, estab-
lished in 2000, cover human rights, labour
rights, the environment and anti-corruption.

THE EU ACTION PLAN FOR FINANCING
SUSTAINABLE GROWTH

Major investments are required by society in
order to achieve the 17 SDGs and the Paris

Agreement. To speed up this progress, the EU
has issued a ten-point action plan for financing
sustainable growth. The main goals in the action
plan are to redirect capital flows towards a more
sustainable economy, integrate sustainability in
risk management, and promote transparency
and a long-term approach on the financial mar-
kets and the economy as a whole.
Handelsbanken supports the EU’s action
plan for financing sustainable growth and works
actively to include the various parts of the plan in
its business and operations. One of the core
aspects of the action plan and the emerging
common rules is the EU taxonomy, which
serves a means of classifying what activities are
viewed as environmentally sustainable. The for-
mulation of the EU taxonomy has been hotly
debated during the year, with regard to both the
forestry industry and the real estate sector.
Handelsbanken has been an active participant
in the debate and expressed our view on the
taxonomy, and how it will affect different sectors.
The new regulations also imply and increased
transparency and reporting needs, which in turn
impose new requirements on the accessibility of
sustainability data. To support the operations in
these matters, Handelsbanken has created a
programme that will make it possible for the
Bank to follow up and communicate on its own
sustainability goals, as well as reporting accord-
ing to regulations, requirements from public
authorities and external obligations. Handels-
banken has a positive attitude towards
increased transparency, as this creates better
insight into the Bank’s operations and makes it
more straightforward for both investors and
customers to make informed choices.

Taxonomy reporting

Through its operations, Handelsbanken is to
actively push for a transition to a greenhouse
gas-neutral economy, in line with the Paris
Agreement and the 1.5°C target. The EU taxon-
omy serves as one source of guidance in this
work. The strategy for the Bank’s climate work
is set out in our sustainability goals (see page
38), including the goal of net-zero greenhouse
gas emissions by no later than 2040. The goals
will be achieved through collaboration with our
customers and other stakeholders. Also central
to this is the development of products and ser-
vices that contribute to the transition, focusing
on both private individuals and SMEs. Under
Chapter 6, section 12a of the Annual Accounts
Act, financial institutions which are public inter-
est entities and which have more than 500
employees must disclose in their statutory sus-
tainability reporting for 2021 the proportion of
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their assets exposed to economic activities as
referred to in the EU taxonomy (EU) 2020/852.
Handelsbanken’s taxonomy reporting for 2021
is provided below.

Taxonomy reporting 2021

Assets, mandatory taxonomy
eligibility reporting

Proportion of
total assets (%)

Taxonomy eligible assets 39.3
Taxonomy non-eligible assets 25.3
Assets related to central governments, cen-

tral banks and supranationals 18.5
Derivatives 0.9
Assets related to non-NFRD undertakings 14.9
On demand interbank loans 0.2
Trading book 0.3

Description of methodologies

used in reporting

Non-financial undertakings under NFRD
requirements (listed companies within the EU
with over 500 employees) will publish their man-
datory taxonomy reports in 2022. As our pro-
portion of taxonomy-eligible exposures is based
on information from our customers and esti-
mates are not yet allowed in the mandatory
reporting, initially only household exposures are
taxonomy eligible. Exposures to non-reporting
undertakings within the EU and to non-financial
undertakings outside the EU are not assessed
for taxonomy eligibility.

All household exposures with real estate col-
lateral are deemed to be taxonomy eligible.
Other types of household exposures are pres-
ently not considered to be taxonomy eligible.
Exposures to non-reporting undertakings within
the EU and to non-financial undertakings out-
side the EU are not assessed for taxonomy eligi-
bility. The reporting does not initially apply to
assets in the form of goodwill, cash and credits
to local governments, hence the table does not
sum up to 100 per cent.

The reporting is based on prudential consoli-
dation determined in accordance with CRR, see
note G51. In the extended, voluntary taxonomy
reporting the estimated proportion of taxonomy
eligible assets is presented, please refer to the
Sustainability Fact Book, pages 4-5

Qualitative information
Assets on the balance sheet are reported
according to the taxonomy using data from
internal systems of the Bank. Exposures from
source systems in the bank are collected in a
system for credit data used for capital adequacy
reporting and tables in the annual report.
Information on the number of employees and
company NACE codes is collected from external

official sources, but stored in internal systems of
the Bank. The information is of good quality, has
no known flaws and is used in other reporting.

Aledger of listed companies, for the definition
of companies required to report according to
NFRD, has been collected from an internal data-
base containing equity traded in the Bank. In
view of the extended taxonomy reporting, the
information may need to be augmented to
include small companies and equity not traded
in the Bank. As no official list of public interest
entities was available at the time of reporting, no
other entities have been included.

NET ZERO BANKING ALLIANCE (NZBA)

Handelsbanken has signed up to the UN’s Net

Zero Banking Alliance (NZBA). The objective of

the alliance is to recalibrate the financial system

to achieve net-zero emissions of greenhouse
gases globally.

By signing the NZBA, Handelsbanken
commits to:

e achieve net-zero emissions by 2050 at the
latest, and to align its operations to support
the 1.5°C target. Handelsbanken has set the
equivalent goal for net-zero emissions by no
later than 2040

® set a milestone for the reduction of green-
house gases for 2030 or earlier

e annually calculate and publish reported
financial emissions in line with established
frameworks

e develop and communicate strategies for
the transition

e achieve reductions in emissions across soci-
ety through our customer relations, products
and services

e support innovation and increase financing for
climate-smart solutions.

PARTNERSHIP FOR CARBON
ACCOUNTING FINANCIALS (PCAF)

The “Partnership for Carbon Accounting Finan-
cials” (PCAF) initiative was founded in 2015 by
a handful of Dutch financial sector companies.
The overall purpose of the initiative was to sim-
plify the financial sector’s adaptation of its busi-
ness operations to align with the Paris Agree-
ment’s target of limiting global warming to
1.5°C, by providing methods and principles for
the assessment, calculation and reporting of the
greenhouse gas emissions attributable to lend-
ing and investments in companies. Prior to the
formation of the PCAF, there were no uniform
calculation methods or reporting principles for
the area. On this basis, PCAF developed the
“Global GHG Accounting and Reporting Stan-
dard for the Financial Industry” framework.
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As of November 2021, more than 170 financial
institutions across the world had signed up to
PCAF, representing over USD 54 billion. Handels-
banken signed up to PCAF in October 2021.

Under this framework, the Bank calculates,
as the first step, the greenhouse gases related
to our credits, as well as the investing activities
undertaken in Handelsbanken Fonder. When
the model and calculation methods have been
validated, the Bank will then publish reports in
accordance with the principles, and thereafter
measure and report on an ongoing basis, as
well as following developments in greenhouse
gas emissions, in order to ensure any necessary
adjustments are made to the Bank’s financing
and investing operations to keep them in line
with the goals of the Paris Agreement and the
Bank’s overall climate goal of net neutrality by
2040 at the latest.

THE SCIENCE BASED TARGETS INITIATIVE
(SBTI)

The SBTi was formed by the CDP, UN Global
Compact, World Resources Institute (WRI) and
World Wildlife Fund (WWF) in 2015 to provide
science-based methodologies that support
companies across the world in their work to
reduce greenhouse gas emissions, with the
objective of preventing the worst effects of
climate change. In order to ensure the work of
achieving Handelsbanken’s climate goal is cor-
rectly prioritised, the Bank signed up to the SBTi
in October, meaning that we commit to applying
these methods and to set reduction targets in
line with scientific knowledge.

TCFD - TASK FORCE ON CLIMATE-
RELATED FINANCIAL DISCLOSURES

The recommendations are based on four core elements:

Governance Description of how climate-related matters
are managed by the company’s board and
management.

Strategy Description of the company’s strategy for
climate change and the transition to a
low-carbon society, as well as the risks and
opportunities identified, including scenario
analyses.

Risk Description of processes used to identify,

management assess and manage climate-related risks
and business opportunities.

Metrics and Reporting of relevant metrics and targets.

targets

Handelsbanken endorses the TCFD’s recom-
mendations. As the first stage of the work on
the recommendations, in 2017, an analysis was
made of the Bank’s credit portfolio relating to
lending for energy production, particularly its
exposure to various types of power production.



In 2018, Handelsbanken Fonder and Handels-
banken Liv published their first climate reports
in line with the recommendations, including for-
ward-looking climate analyses. These were fol-
lowed up with new reports for 2019 and 2020,
which included the stress tests developed by
the 2'Degrees Investing Initiative and the Bank
of England. Read more on pages 53 and 56
under Responsible investment.

In the area of credits, the Bank has focused
on building up processes and procedures for
improving its ability to measure and report expo-
sure to climate-related risks. As a result of this,
the Bank published its first climate report in line
with the recommendations in 2021, which can
be found on the Bank’s website, handelsbanken.
com. The work was cross-functional, and
included Group Risk Control, Group Credits,
Group Finance and Group Sustainability. The
work was supported by external experts on cli-
mate change and scenario analysis and focuses
on the Bank’s real estate exposure in Sweden.

PRINCIPLES FOR RESPONSIBLE BANKING

(PRB)

Handelsbanken was among the first banks to

sign up to the UN's Principles for Responsible

Banking in September 2019. The Bank commit-

ted to comply with the six principles that com-

prise the framework for the initiative, within four
years.

1. Alignment with the Paris Agreement, the
Sustainable Development Goals, as well as
national and regional frameworks

2. Impact analysis and setting measurable

targets

. Customer collaboration

. Stakeholder dialogue

. Governance and corporate culture

. Transparency and accountability

[© NN IS ¢s]

In conjunction with the publication of the Annual
and Sustainability report for 2020, which
included the Bank’s first reports under the PRB
framework, three goals were announced for the
Bank, which were set by applying the principles
of the PRB. The goals were chosen on the basis
of the basic areas of impact — financing, invest-
ments and advisory services. During the year,
work has been ongoing on creating the founda-
tions to achieve the goals.

Handelsbanken’s goals

¢ Responsible financing — by 2025, 20 per
cent of the Bank’s financing volume shall
consist of green financing, social financing or
financing that contributes to the borrower’s
measurable, sustainable transition.
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e Responsible investment — The investment
portfolios shall be in line with the goals and
transition pathway of the Paris Agreement,
achieve net-zero emissions of greenhouse
gases by 2040 at the latest, and increase the
funds’ contributions to the 2030 Agenda.
Interim targets include reducing our emission
intensity by 50 per cent and doubling invest-
ments in climate-related solutions by 2030,
as well as a 30 per cent increase to the share
of sustainable investment by 2025, and
annual increases in positive outcomes of
engagement activities.

e Advisory services — by 2023 at the latest,
through business development and training
initiatives, in a measurable way create condi-
tions for gender-equal savings and thus con-
tribute to reducing the wealth gap between
men and women.

Under the umbrella of the financing goal, there
have been high levels of product development
for different customer groups during the year,
focusing on private individuals and SMEs. The
work has been characterised by a significant
level of collaboration with customers and stake-
holders.

The goal with regards to investments has
been refined in line with the commitments made
in the previous report, for example specific
numerical targets relating to alignment with the
Paris Agreement and the SDGs, in the form of
a decrease to emissions intensity in the funds
and increased investment in climate-related
solutions, as well as an increased proportion
of investment directed towards solutions and
engagement work that benefit the SDGs,
including annual follow-up.

Within advisory services, extensive work has
been carried out on improving economic parity
between the sexes through the Gender-equal
pensions initiative. Looking at future pension
disbursements, there is a clear income gap
between women and men. The initiative offers
customers a digital test, providing them with an
overview of their future pension, which can then
be followed up with advisory services looking
into alternative pension savings tailored to the
customer, and which aims to improve women’s
chances of securing a better pension. The work
in this area also includes training for the Bank’s
advisors.

As regards to the goal for Responsible financ-
ing, products for the financing of green assets
are undergoing continuous development, as are
financing products with terms and conditions
that contribute to a sustainable transition, such
as various types of sustainability-linked loan

facilities, in the form of revolving credit facilities,
for example. Social loans are also increasing in
relevance. We have specified which financing
products are included in the goal, see the Sus-
tainability Fact Book 2021 at handelsbanken.
com/sustainability.

In terms of the Responsible investment goal,
we have clarified the goal by means of adding
interim targets and numerical targets in the
different areas, in accordance with previous
commitments.

The goal as regards to Responsible advisory
services has been extended to cover business
development in general, and more areas in
savings.

Governance and transparency
Handelsbanken’s management and Board
receive regular updates regarding progress on
the processes for adapting the Bank’s opera-
tions to the principles and fulfiiment of the goals.
Most of the Bank’s employees have completed
a training course that clarifies the implications of
the Bank’s various commitments, including the
PRB framework.

The ongoing assessment of which financing
products and volumes are used to calculate the
Responsible financing goal is undertaken by the
Bank’s Green Finance Committee (GFC), see
page 41. The GFC assesses financing prod-
ucts’ structures and ability to contribute to a
transition, such as financing for specific pur-
poses o, for example, undrawn financing with
metrics linked to sustainability goals. The con-
clusions of the committee will be subject to reg-
ular review, given that market practice is con-
stantly evolving and the differences in conditions
in the various markets.

External reporting of the process linked to the
implementation of the principles was first carried
outin February 2021, and will continue on an
annual basis as part of the Bank’s sustainability
reporting. Reporting on the goals is reviewed in
the same manner as other reporting.

The Bank’s Self-Assessment Template is
included in Handelsbanken’s Sustainability Fact
Book 2021 at handelsbanken.com/sustainability.
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Corporate Governance Report

Handelsbanken is a Swedish public limited company whose shares are listed on Nasdag Stockholm.
Here the Board submits its Corporate Governance Report for 2021. Handelsbanken applies the
Swedish Corporate Governance Code with no deviations.
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Corporate governance at
Handelsbanken

Corporate governance at the Handelsbanken
Group is aimed at creating a clear, fit-for-pur-
pose organisational structure which ensures
that operations can be pursued in a sound,
effective manner and in accordance with exter-
nal rules. A clear allocation of responsibilities
meets the Bank’s needs as regards internal
control, risk control and compliance, and is also
key to enabling the operations to be followed up
in the best possible manner, in terms of both
business and risk. Good governance must run
through all operations, and it therefore affects all
employees of the Handelsbanken Group.

Corporate governance at Handelsbanken is
based on the Articles of Association and docu-
ments adopted by the Board, for example the
Board’s Rules of procedure, instructions to the
CEO and the Chief Audit Officer, and the steer-
ing documents regarding the Bank’s operations
(see also pages 83-85), as well as the instruc-
tions and guidelines issued by the CEO. These
documents are revised every year, and when-
ever deemed necessary.

However, the foundation of functioning cor-
porate governance is not only formal docu-
ments but also the Bank’s corporate culture,
corporate goal, working methods and remuner-
ation system.

A central part of governance of Handels-
banken comprises managing the risks that arise
in operations. Risk management is described in
detail in a separate risk section in the annual
report, note G2 on pages 110-149, in the
Bank’s Pillar 3 report, and also briefly in this
Corporate Governance Report.

THE BANK’S GOALS AND
CORPORATE CULTURE
Handelsbanken’s goal is to have higher profita-
bility than the average of peer competitors in its
home markets. The Bank’s profitability goal is
intended to offer shareholders long-term, high
growth in value, with increasing earnings per
share over a business cycle. With stable
finances, the Bank can also provide support to
its customers whatever the prevailing business
environment. High profitability and sound, sus-
tainable business operations are critical to
shareholders that have invested in the Bank. In
addition, these go hand in hand with low fund-
ing costs, positive growth and the Bank being
seen as an attractive employer. This goal is
mainly to be achieved by having more satisfied
customers and lower costs than those of com-
petitors.

Handelsbanken has a decentralised working
model that involves profound trust in employees’

willingness and ability to take responsibility.
This working model has been consistently
applied for decades and has resulted in the
Bank’s strong corporate culture. Handels-
banken adopts a customer-centric approach by
offering the Bank’s products and services via
both a branch network covering all of the mar-
kets in which the Bank operates, and through
digital channels.

The Oktogonen profit-sharing scheme sharp-
ens the employees’ focus on profitability, and is
thus a method of reinforcing a corporate culture
that is characterised by cost-awareness and
prudence. Provisions for the Oktogonen
scheme are based on a profitability metric linked
to Handelsbanken'’s corporate goals being met
and the Board’s overall assessment regarding
the Bank’s performance.

Handelsbanken takes a long-term view of its
staff's employment. The Bank wishes to recruit
young employees for long-term employment at
the Bank by offering development opportunities
that make the Bank self-sufficient in terms of
skilled employees and managers.

This long-term approach also applies to the
way in which the Bank relates to its customers.
Itis manifested in, for example, the ambition of
always giving the customer the best possible
advice — without looking at what is most profita-
ble for the Bank in the short term. In this man-
ner, the Bank builds long-term relationships with
both customers and employees.

APPLICATION OF THE SWEDISH
CORPORATE GOVERNANCE CODE
Handelsbanken applies the Swedish Corporate
Governance Code with no deviations. The
code is available on the Swedish Corporate
Governance Board’s website, bolagsstyrning.se.

REGULATIONS

The operations of Swedish banks are regulated

by law, and banking operations may only be run

with a licence from the Swedish Financial

Supervisory Authority. The regulations for bank-

ing operations are extensive.
The most pertinent of these include:

e The Swedish Companies Act

e The Swedish Banking and Financing
Business Act

e The Swedish Securities Market Act

e Regulation (EU) No 575/2013 of the
European Parliament and of the Council

® The Swedish Credit Institutions and Securi-
ties Companies (Special Supervision) Act

e The Swedish Money Laundering and Terrorist
Financing (Prevention) Act

e Extensive regulation of mutual fund and insur-
ance operations.

The Swedish Financial Supervisory Authority’s
regulations include regulations and general
guidelines on governance, risk management
and control in credit institutions and directives
regarding securities and insurance business.

Allist of the central regulations is available on
the Swedish Financial Supervisory Authority’s
website.

Handelsbanken’s main principle is that oper-
ations outside Sweden are subject both to
Swedish regulations and to the host country’s
regulations, if these are stricter or require devia-
tions from Swedish rules.

The Swedish Financial Supervisory Authority
supervises the Bank’s operations in Sweden
and in all countries where the Bank runs
branches, in other words, when the foreign
operation is part of the Swedish legal entity
Svenska Handelsbanken AB. The supervisory
work is co-ordinated in a supervisory college for
Handelsbanken, led by the Swedish Financial
Supervisory Authority. Equivalent authorities in
other countries exercise limited supervision
over the branches’ operations, but have full
supervision over the Bank’s subsidiaries outside
Sweden.

In addition to laws and ordinances, the
Swedish supervision is also based on regula-
tions and general guidelines from the Swedish
Financial Supervisory Authority. The Swedish
Financial Supervisory Authority requires report-
ing on various matters such as the Bank’s
organisation, decision-making structure and
internal control.

The Swedish Financial Supervisory Authority’s
work also includes systematic on-site inspec-
tions of various parts of the Bank. The purpose
of this is to follow up the Bank’s actual compli-
ance with the terms and conditions of granted
licences and other detailed regulations.

More information
q More information about Handels-
banken’s corporate governance is
available at handelsbanken.com. The site

includes the following information:
previous corporate governance reports from

2006 onwards

Articles of Association

Information about the nomination
committee

Minutes from shareholders’ meetings
from 2010 onwards.

HANDELSBANKEN | ANNUAL AND SUSTAINABILITY REPORT 2021 75




CORPORATE GOVERNANCE REPORT | ADMINISTRATION REPORT

Corporate governance structure

Corporate governance at Handelsbanken — an overview
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Corporate governance at Handelsbanken - an overview
The diagram provides a summary of corporate governance at Handelsbanken. The shareholders take decisions at the AGM. For certain questions, the shareholders’
decisions are prepared by the nomination committee. The shareholders appoint a board, which in turn appoints a CEO to manage the day-to-day operations. The
Board (referred to within Handelsbanken as the Central Board) organises within itself various committees. Duing 2021, in the work of governing the Bank, the CEO was
supported by, among others, the Heads of Group Finance, Group Credits, Group IT, Group HR, Capital Markets, Group Communication, Group Legal, Group Compli-
ance and Group Risk Control, referred to collectively as the executive management. The current composition of the executive mangament is described on page 91.
Within the Bank, there are also additional support functions and business functions that report directly to the CEO, including a separate sustainability function. In addi-
tion, the shareholders exercise control through auditors appointed by the AGM.

1. SHAREHOLDERS AND
SHAREHOLDERS’ MEETINGS

Shareholders exercise their right to decide on
matters concerning Handelsbanken at share-
holders” meetings, which are the Bank’s highest
decision-making body. Every year, an annual
general meeting is held, which among other
things appoints the Board, the Chairman of
the Board and auditors.

2. NOMINATION COMMITTEE

The nomination committee’s task is to prepare
and submit proposals to the AGM regarding the
appointment of the Chairman and other mem-
bers of the Board and fees to the Chairman and
other members of the Board. As prescribed by
the Swedish Corporate Governance Code, the
nomination committee also submits proposals
regarding the appointment of auditors and fees
to the auditors. The AGM decides how the nom-
ination committee will be appointed.

3. EXTERNAL AUDITORS
The auditors are appointed by the AGM for
the period until the end of the following year’s

AGM. The auditors are accountable to the
shareholders. They carry out an audit and sub-
mit an audit report covering matters such as
the annual report, including this Corporate
Governance Report, and the administration of
the Board and the CEQ. In addition, the audi-
tors report orally and in writing to the Board’s
audit committee concerning how their audit
was conducted and their assessment of

the Bank’s administrative order and internal
control. The auditors also submit a summary
report of their audit to the Board as a whole.

4. THE BOARD

The Board (Central Board) is responsible for
the Bank’s organisation and manages the
Bank’s affairs on behalf of its shareholders.
The Board must continuously assess the
Bank’s financial situation and ensure that the
Bank is organised in such a way that the
accounting records, management of funds
and other aspects of the Bank’s financial cir-
cumstances are satisfactorily controlled. The
Board establishes policies and instructions on
how this is to be executed, and establishes
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rules of procedure for the Board and also an
instruction for the CEO.

These central policy documents state how
responsibility and authority are allocated
among the Board as a whole and the commit-
tees, and also between the Chairman of the
Board and the CEQ. The appointments made
by the Board include the CEO, deputy CEOs
and the Heads of Group Risk Control, Group
Compliance and Group Audit, and the Board
also stipulates the employment terms for these
persons. The Chairman is responsible for
evaluating the Board’s work and informs the
nomination committee of the results of this
evaluation.

5. CREDIT COMMITTEE

The Board has set up a credit committee which
decides on credit cases where the amount
exceeds the decision limit that the Central Board
has delegated to another unit. However, cases
of special importance and credits to Board
members and certain persons in managerial
positions are decided upon by the Board as a
whole. A representative from the unit within the



Bank to which the credit case applies presents
the case to the credit committee.

6. AUDIT COMMITTEE

The Board’s audit committee monitors the
Bank’s financial reporting by examining impor-
tant accounting matters and other factors that
may affect the qualitative content of the finan-
cial reports. The committee also monitors the
effectiveness of the Bank’s and Group’s internal
control, internal audit and risk management
with regard to financial reporting, as well as the
external auditors’ impartiality and independ-
ence. As prescribed by the Swedish Corporate
Governance Code, the committee also evalu-
ates the audit activities and submits a recom-
mendation to the nomination committee in
the matter of the appointment of auditors.
The committee also receives reports from the
Bank’s internal and external auditors.

7. RISK COMMITTEE

The Board’s risk committee monitors the effec-
tiveness of the Handelsbanken Group'’s risk
control and risk management. The committee
prepares decisions regarding the Bank'’s risk
strategy, risk tolerance, etc., and examines
reports from Group Compliance and Group Risk
Control. The committee also makes decisions
independently, including decisions on the signif-
icant parts of the Bank’s risk classification and
estimation processes linked to the IRB
approach.

8. REMUNERATION COMMITTEE

The Board’s remuneration committee evaluates
the employment conditions for the Bank’s
executive officers in the light of prevailing mar-
ket terms. The committee’s tasks also include
preparing the Board’s proposals to the AGM
concerning guidelines for remuneration to
executive officers, monitoring and evaluating
the application of these guidelines, and prepar-
ing the Board's decisions on remuneration

and other terms of employment for executive
officers, as well as for the Chief Audit Officer.
The committee also makes an assessment of
Handelsbanken’s remuneration policy and
remuneration system.

9. UK COMMITTEE

The Board’s UK committee facilitates the struc-
tured, continuous follow-up of the operations in
Handelsbanken plc. Members of the Board and
selected members of executive management
may participate in this committee.

10. GROUP AUDIT

Group Audit (internal audit) performs an inde-
pendent, impartial audit of the operations and
financial reporting of the Group. A key task for
Group Audit is to assess and verify processes
for risk management, internal control and
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corporate governance. The Chief Audit Officer is
appointed by the Board and reports regularly to
the audit committee, orally and in writing, and
also submits an annual summary report to the
whole Board.

11. PRESIDENT AND GROUP CHIEF
EXECUTIVE (CEO)

The CEQ is appointed by the Board to lead
Handelsbanken’s day-to-day operations. In
addition to instructions from the Board, the CEO
is obliged to comply with the provisions of the
Swedish Companies Act and a number of other
statutes concerning the Bank’s accounting,
management of funds and operational control.

12. GROUP GOVERNANCE

Group Governance, the corporate governance
unit, ensures that decisions made at sharehold-
ers’ meetings and by the Board, as well

as changes in legislation and other external reg-
ulations, are implemented in policies from the
Board and guidelines and instructions from the
CEO, with the aim of stipulating overall responsi-
bilities and mandates internally at the Bank.

13. GROUP FINANCIAL CRIME PREVENTION
Group Financial Crime Prevention is responsible
for formulating and maintaining the Bank’s
working process for its efforts to prevent the
Bank being exposed to financial crime, particu-
larly money laundering, terrorist financing, fraud,
tax offences and corruption, as well as for com-
pliance with international sanctions regulations.
The head of the department, Handelsbanken’s
Chief Financial Crime Prevention Officer, reports
to the CEO. Group Financial Crime Prevention
has the functional responsibility for all of the
Bank’s work to counteract financial crime.

14. GROUP CREDITS

Group Credits bears the overall responsibility for
the Bank’s credit process, and for preparing
every major credit case that the Board’s credit
committee or the Board as a whole decides on.
The head of the department, Handelsbanken'’s
Chief Credit Officer, reports to the CEO and is a
member of the credit committee established by
the Board. The Chief Credit Officer also reports
to the Board about losses and risks in the credit
portfolio.

15. GROUP FINANCE

Group Finance is responsible for control sys-
tems, reporting, bookkeeping, accounting and
taxes, as well as for purchases and procure-
ment. It is also responsible for the Group’s
liquidity, funding, and capital and for the Group’s
overall risk management regarding financial risk,
liquidity risk, and insurance risk. For a detailed
description of this risk management, see note
G2 on pages 110-149. The Head of Group
Finance, Handelsbanken’s CFO, reports to the

CEO and also regularly reports on behalf of the
CEO to the Board’s audit committee and risk
committee and, regarding market risks, liquidity,
funding and capital, to the Board as a whole.

16. GROUP LEGAL

Group Legal is responsible for ensuring suffi-
cient legal support in the operations, and for
legal assessments on behalf of other units, at

all levels within the Group. This responsibility
includes co-ordinating the work involving legal
support and legal matters, both centrally and
locally, and ensuring that the work is undertaken
with a Group-wide perspective, with considera-
tion given to internal and external regulations
and other relevant external factors. Group Legal
also provides the secretariat for the Bank’s
Board.

17. GROUP COMPLIANCE
The primary responsibilities of the Compliance
function are to work actively to ensure a high
level of compliance within the Group and to
ensure that the Bank’s low risk tolerance is
maintained. The Compliance function also man-
ages public authority contacts related to super-
visory cases. The function is to identify and
monitor risks, to provide advice and support
about compliance to the Group’s employees,
CEO and Board, and to continuously inform the
units concerned about the risks which may arise
in the operations due to inadequate compliance.
The Group’s Chief Compliance Officer reports
directly to the CEO and leads the Compliance
function. The Compliance function is independ-
ent and organisationally separated from the
functions and areas to be monitored and con-
trolled. The Head of Group Compliance reports
regularly to the CEO, the risk committee and the
Board on matters regarding compliance.

18. GROUP RISK CONTROL

Group Risk Control has the functional responsi-
bility for all risk control in the Group and is
responsible for monitoring and reporting all the
Group’s material risks at an aggregate level. This
responsibility comprises credit and market risks
(interest rate, exchange rate, equity price and
commaodity price risk), operational risk, liquidity
risks and insurance risks, as well as risks asso-
ciated with the Group’s remuneration system.
The Chief Risk Officer reports directly to the
CEOQ, acts independently, and is separate from
the operations under review. The CRO reports
continually to the CEO and on a regular basis to
the risk committee, the remuneration committee
and the Board.
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SHAREHOLDERS AND SHAREHOLDERS’
MEETINGS

Shareholder rights

At the end of 2021, Handelsbanken had close
to 147,000 shareholders. Shareholders’ right to
decide on matters concerning the company’s
affairs are exercised at regular shareholders’
meetings, the annual general meeting and
extraordinary general meetings. Handelsbanken
has two classes of shares: class A and class B.
Class A shares are by far the most common and
represented more than 98 per cent of all out-
standing shares at the end of 2021. Class A
shares and class B shares entitle holders to the
same proportion of the profit. Each class A
share entitles the holder to one vote, while each
class B share entitles the holder to one-tenth of
a vote. Handelsbanken'’s Articles of Association
state that at shareholders’ meetings, no share-
holder is allowed to exercise voting rights repre-
senting more than ten per cent of the total num-
ber of votes in the Bank.

A shareholder wishing to have a matter
considered by the AGM must submit a written
request to the Board, in time for the matter to
be included in the notice of the meeting. The
Bank’s website, handelsbanken.com, contains
information as to when this request must have
reached the Board.

At the AGM, the Bank’s shareholders make
various decisions of major importance to the
Bank’s governance. Shareholders’ decisions
include:

e adopting the income statement and
balance sheet

e appropriation of profits

e discharge from liability for the Board and the

CEO for the past financial year
° how many members should be on the Board

of the Bank, who these members should be,

and who should be the Bank’s auditors
e determining fees to Board members and
auditors
e principles for remuneration to executive
officers.

Attendance at AGMs 2016-2021

Number %
2,000 100
1,600 80
1,200 60
800 40
400 20

0 0
2016 2017 2018 2019 2020 2021

H No. of shareholders
present/represented

Proportion of votes s

The shareholders at a shareholders’ meeting
can also make decisions on the Bank’s Articles
of Association. The Articles of Association con-
stitute the fundamental governing document for
the Bank. They specify which operations the
Bank is to conduct, the limits on the amount of
share capital, the right of shareholders to partic-
ipate at shareholders’ meetings and the items to
be presented at the AGM. The Articles of Asso-
ciation state that the number of board members
must be at least eight and at most 15. They are
elected for one year at a time. Handelsbanken’s
Articles of Association contain no stipulation
regarding the appointment and discharging of
board members nor concerning amendments
to the Articles of Association.

Information in preparation for meetings is
published at handelsbanken.com. Minutes of
previous meetings are also available in both
Swedish and English.

Major shareholders

At the end of 2021, the holdings of two share-
holders represented more than ten per cent of
the votes: The Oktogonen Foundation, with
10.2 per cent, and AB Industrivarden, with 11.2
per cent. Detailed information on the Bank’s
largest Swedish shareholders can be found on
page 35.

Annual General Meeting 2021

The Annual General Meeting took place on

24 March 2021.

Just over 1,030 shareholders were repre-
sented at the meeting via postal voting. They
represented approximately 52.1 per cent of all
votes in the Bank, on par with the figure for the
2020 AGM. Due to the prevailing circumstances
related to Covid-19, just two members of the
Board were present. The Chair of the nomina-
tion committee, Helena Stjernholm, was also
present. The chairman of the meeting was
lawyer Sven Unger.

The decisions made by the shareholders at
the meeting included:

e Adividend of SEK 4.10 per share, with the
remaining amount at the disposal of the
meeting to be carried forward.

e Authorisation for the Board to decide on
acquisition of not more than 120 million
shares in the Bank, as well as divestment
of shares.

e The Board is to consist of nine members,
excluding deputy members.

e The re-election of eight Board members
and the election of one new Board member,
Stina Bergfors, for the period until the conclu-
sion of the next AGM.

e The election of Par Boman as Chairman of
the Board.

e Fees to be paid to the Board members:
SEK 3,500,000 to the Chairman of the
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Board, SEK 1,000,000 to the Deputy Chair,
and SEK 715,000 to the other Board mem-
bers. Fees to be paid for committee work to
each member of the respective committee:
SEK 425,000 for the credit committee, SEK
425,000 for the UK committee, SEK
140,000 for the remuneration committee,
SEK 425,000 for the risk committee and
SEK 425,000 for the audit committee. It was
decided that the fee to the chairperson of
the risk committee would be SEK 525,000,
the fee to the chairpersons of the credit
committee and the UK committee would be
SEK 475,000, and that the fee to the chair-
person of the audit committee would be
SEK 525,000. Board members who are
employees of Handelsbanken shall not
receive a fee.

e The AGM appointed Ernst & Young AB
(re-election) and PricewaterhouseCoopers
AB (re-election) to serve as auditors until the
end of the AGM to be held in 2022.

The shareholders at the meeting also adopted
the following guidelines for remuneration and
other terms of employment for executive
officers, as proposed by the Board, which are
presented on pages 85-86 under ‘Principles for
remuneration at Handelsbanken’.

Extraordinary general meeting 2021

An extraordinary general meeting was held on

21 October 2021. A total of 1,320 shareholders

were represented at the meeting. They repre-

sented 53.8 per cent of all votes in the Bank,

on par with the figures for the 2020 and 2021

AGMs.

The main decisions made by the sharehold-
ers at the extraordinary general meeting were as
follows:

e approval for Handelsbanken to enter into an
agreement regarding the purchase of a total
30,461,977 class A shares in AB Indus-
trivarden (“Industrivérden”) from Handels-
banken’s Pension foundation.

e the distribution of the thus acquired class A
shares in Industrivarden to Handelsbanken’s
shareholders.

Auditors

Jesper Nilsson has been an authorised public
accountant since 2007. He is auditor-in-charge
for Ernst & Young AB at Handelsbanken and
chairs Handelsbanken’s auditing team. Mr Nilsson
is also an auditor for Folksam, Klarna and
Resurs Bank, among others. Jesper Nilsson
was bornin 1964.

Johan Rippe has been an authorised public
accountant since 1999 and is auditor-in-charge
for PricewaterhouseCoopers AB at Handels-
banken. Mr Rippe is also an auditor for Stena
and Axel Johnson, among others. He is also



amember of the Board for PwC’s Swedish
operations. Mr Rippe was born in 1968.

NOMINATION COMMITTEE

The shareholders at the 2010 AGM resolved to
establish an instruction for how the nomination
committee is to be appointed. According to the
decision, the instruction will apply until it is
amended by a future AGM. The instruction
states that the nomination committee shall
comprise five members: the Chairman of the
Board and one representative from each of the
Bank’s four largest shareholders on 31 August
the year before the AGM is held.

However, the nomination committee must
not include representatives of companies which
are significant competitors of the Bank in any of
its main areas of operations. It is the Chairman
of the Board’s task to contact the largest own-
ers, so that they will appoint one representative
each to sit on the nomination committee,
together with the Chairman. The 2022 nomina-
tion committee comprises:
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Voting power

asa %,

Representative Shareholders 31 August 2021
Helena Stjernholm,

Chair Industrivarden 1.1
Maria Sjostedt Oktogonen Foundation 10.3
Mats Guldbrand Lundberg ownership group 4.2
Carina Silberg Alecta 1.2

Par Boman,
Board Chairman

Information on the composition of the nomina-
tion committee has been available at
handelsbanken.com since 15 September 2021.
The nomination committee’s task in prepara-
tion for the AGM on 23 March 2022 is to submit
proposals for the election of a chairman of the
AGM, the Chairman of the Board and other
members of the Board, the fees to the Chairman
and other members of the Board, and remuner-
ation for committee work. In addition, the
Handelsbanken Board has decided that pro-
posals regarding the election of and fees to
auditors be made by the nomination committee.
In its work, the nomination committee takes
into account the Board'’s diversity policy. The
policy stipulates that to promote independent
opinions and critical questioning, it is desirable
that the Board should be characterised by
sufficient diversity in terms of age, gender,

Board work 2021" - Regularly occurring major items at regular Board meetings?

* Annual accounts (Q4)

* Annual Report

 Credit losses and credit risks

* Capital evaluation

* Risk statement and risk declaration
e Compliance report

* Questions ahead of the AGM

* Risk report

 Internal capital and liquidity
adequacy assessment pro-
cess (ICAAP/ILAAP)

* External audit report
* Internal audit report lines

* Pension foundation and pen-
sion fund — financial position

Inaugural Board meeting

* Interim report (Q1)

 Strategy meeting
¢ CEO’s instructions and guide-

* Follow-up of remuneration and
remuneration policy

e Interim report

« Credit losses and credit risks (Q2)
* Capital evaluation

 Allocation to Oktogonen

* Risk and compliance reports

geographical origin, and educational and pro-
fessional background. In compiling its proposal
for the AGM, the nomination committee also
considers the evaluation of the Board carried
out by the Chairman of the Board.

THE BOARD

After the shareholders at the 2021 AGM had
appointed Par Boman to be Chairman of

the Board, Fredrik Lundberg was appointed
as Deputy Chair at the first Board meeting
immediately after the AGM. At the same time,
the Board appointed members of the credit
committee, audit committee, risk committee,
remuneration committee and UK committee.
Information about the Board is shown on
pages 88-90.

Composition of the Board
Since the 2021 AGM, the Board has been
composed of nine elected members. When
the Board is to be elected, the nomination
committee proposes members. Starting from
the date of the 2020 AGM, the Board has also
included two members and two deputy mem-
bers who are employee representatives, in
accordance with applicable legislation.

The Board members have broad and exten-
sive experience from the business community.
Several are, or have been, chief executives of

* Interim report (Q3)

e Credit losses and credit risks

* Capital evaluation

* Supervisory authority’s overall capital
and liquidity assessment

* Risk classification system

* Recovery plan

e Evaluation of CEO, Board and Chairman

* Risk and compliance reports

e Information about the nomina-
tion committee

e Credit losses and credit risks

 Capital evaluation

* Deputy Chairs, members of committees and secretary are appointed

* Corporate Governance documents
* Funding
* The Bank’s prospectus

'The committees’ meetings are not presented in the chart.

* Risk and compliance reports

 Decisions on limits for finan-
cial risks, etc.

* Staff development

* Adjustment of terms of
employment

2 At Board meetings, the business situation is regularly addressed, while the utilisation of market risk limits, liquidity and funding are discussed on a quarterly basis.
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major companies, and most of them are also
board members of major companies. See also
pages 88-90. Several members have worked
on the Bank’s Board for a long time and are very
familiar with the Bank’s operations. The nomina-
tion committee’s proposals at previous AGMs,
including their reasons, are available at handels-
banken.com.

The proportion of women on the Board of the
Bank since the 2021 AGM is 44.4 per cent of
the elected members, and the proportion with a
different geographical origin than the country in
which Handelsbanken is domiciled is 22.2 per
cent.

Independence of Board members

The Swedish Corporate Governance Code stip-
ulates that the majority of Board members
elected by the AGM must be independent of the
Bank and the Bank’s management, and that at
least two of the independent Board members
must also be independent of those of the com-
pany’s shareholders that control ten per cent or
more of the shares and votes in the Bank. The
composition of the Board fulfils the Code’s
requirements for independence.

Regulations governing the Board’s work

The fundamental rules regarding the distribution
of tasks among the Board, the Board commit-
tees, the Chairman, the CEO and Group Audit
are in accordance with the Swedish Companies
Act and the Swedish Corporate Governance
Code, and are expressed in the Board’s rules of
procedure, as well as in its instructions to the
CEQ and to the Chief Audit Officer.

Chairman of the Board

The Board'’s rules of procedure state that the
Chairman shall ensure that the Board carries
out its work efficiently and that it fulfils its
duties. This involves organising and managing
the Board’s work and creating the best possi-
ble conditions for this work. The Chairman
must also ensure that the Board members con-
tinually update and expand their knowledge of
the Bank’s operations, and that new members
receive appropriate introduction and training.
The Chairman must be available to the CEO as
an advisor and discussion partner, but must
also prepare the Board’s evaluation of the
CEQ’s work.

The Chairman’s duties include being chair-
man of the credit committee, remuneration
committee and UK committee, as well as being
a member of the audit and risk committees. The
Chairman is responsible for ensuring that the
Board’s work is evaluated annually. The 2021
Board evaluation was performed by means of
a survey and through discussions between the
Chairman and each member. The Chairman
informed the Board of the outcome of the evalu-

ation and led a Board discussion on this. He
also informed the nomination committee about
the Board evaluation. The Chairman is responsi-
ble for maintaining contact with the major share-
holders concerning ownership matters.

There is no other regular division of work for
the Board except as concerns the committees.

The Board’s work in 2021
During the year, the Board had 13 meetings,
including two extended strategy meetings.

The figure on page 79 gives an overview of
the Board’s work in 2021, including regularly
occurring major items at ordinary Board meet-
ings. Moreover, during the year the Board has
received reports on the Bank’s work relating to
money laundering and information security, as
well as on the Bank’s overall sustainability work,
including climate risks and performance in
terms of the adopted sustainability goals. In
addition, matters discussed at remuneration,
risk and audit committee meetings are reported
at the next Board meeting.

Committee work

Credit committee

The credit committee consisted of the Chairman
of the Board (Par Boman, who also chairs the
credit committee), the Deputy Chair (Fredrik
Lundberg), the CEO (Carina Akerstrém), the
Chief Credit Officer (Per Beckman, until 27
QOctober), and four Board members appointed
by the Board (Jon Fredrik Baksaas, Hans
Biorek, Arja Taaveniku and Ulf Riese).

The credit committee normally holds one
meeting every month to take decisions on credit
cases that exceed a set limit and that are not
decided on by the whole Board due to the
importance of these cases or legal require-
ments. The Country General Managers and
County Managers, and the Head of Handels-
banken Global Banking presented cases to the
credit committee from their own units in 2021
and participated when other cases were pre-
sented, with the objective of providing them with
a good picture of the Board’s approach to risk.
Credit cases that are decided upon by the
whole Board are presented by the Chief Credit
Officer. If a delay in the credit decision would
inconvenience the Bank or the borrower, the
credit instructions allow the CEO and the Chief
Credit Officer to decide on credit cases during
the interval between credit committee meetings.

In 2021, the credit committee had 12
meetings.

Audit committee

The audit committee comprised the Chairman
of the Board (Par Boman) and three Board
members appointed by the Board (Jon Fredrik
Baksaas, Hans Bitrck and Ulf Riese). The latter
members are independent of major sharehold-
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ers, and of the Bank and its management.
Jon Fredrik Baksaas was appointed to chair the
committee.

In 2021, the audit committee had eight
meetings.

Risk committee
The risk committee comprised the Chairman of
the Board (Par Boman) and three Board mem-
bers appointed by the Board (Ulf Riese, Kerstin
Hessius and Hans Biorck). The latter members
are independent of major shareholders, and of
the Bank and its management. Kerstin Hessius
was appointed to chair the committee.

In 2021, the risk committee had eight
meetings.

Remuneration committee
The remuneration committee comprised the
Chairman of the Board (Par Boman, who also
chairs the committee) and two Board members
appointed by the Board (Jon Fredrik Baksaas
and Hans Bidrck), who are independent of the
Bank, its management, and major shareholders.
In 2021, the remuneration committee had
nine meetings.

UK committee
The UK committee comprised the Chairman of
the Board, (Par Boman, also chair of the com-
mittee), the CEO (Carina Akerstrém), the Head
of Group Finance (Carl Cederschidld) and a
member appointed by the Board (UIf Riese).

In 2021, the UK committee had ten meetings.
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Summary of focus areas in the Board’s committees (excluding the credit committee)

Committee

Members

Duties

Other focus areas in 2021

Audit committee

Jon Fredrik Baksaas (Chair)
Pé&r Boman

Ulf Riese

Hans Bidrck

The work of the audit committee includes the following:

* monitoring the financial reporting, as well as the effectiveness of the Bank’s internal con-
trol, internal audit and risk management systems in relation to financial reporting

 providing recommendations and proposals concerning the financial reporting

* preparing the Board’s decision regarding an audit plan for the work of Group Audit and
taking into account reports from Group Audit

* having regular contact with the external auditors. These auditors report to the committee
on significant matters that have emerged from the statutory audit

* keeping up to date with the audit of the annual report and consolidated accounts and the
Swedish Supervisory Board of Public Accountants’ quality control

* assisting the nomination committee in the matter of proposing auditors and thereafter
submitting a recommendation regarding the election of auditors

« informing the Board of the results of the audit and of the manner in which the audit has
contributed to the reliability of the financial reports

* monitoring and verifying the external auditors’ impartiality and independence, with a
particular focus on whether the auditors provide any services other than auditing to the
company.

Allinterim reports and year-end reports are reviewed by the audit committee. ltems are
presented by the CEO, the CFO, the Chief Audit Officer and the persons with main responsi-
bility from the audit companies appointed by the AGM. The members of the committee can
also ask questions to the Chief Audit Officer and external auditors when members of Bank
management are not present.

The Board’s report on internal control regarding financial reporting can be found on
page 87.

During the year, the audit
committee has engaged in its
usual work relating to financial
reporting, auditing, etc. In this
context, the committee has
also had reason to discuss
the Covid-19 pandemic

and its effects on the Bank’s
operations, its organisational
changes and operational
changes.

Risk committee

Kerstin Hessius (Chair)

The work of the risk committee includes the following:

During the year, the risk com-

Par Boman  processing reports from the Heads of Group Risk Control and Group Compliance mittee has regularly addressed
Ulf Riese * preparing the Board’s decisions regarding the establishment of the internal capital matters relating to risk toler-
Hans Bitrck adequacy and liquidity assessment ance, including credit risk,
 processing the validation and evaluation of the internal risk classification system counterparty risk and liquidity
 preparing the Board’s decisions regarding risk tolerance and risk strategy risk, as well as the develop-
 processing the evaluation of the risk calculation methods used for limiting financial risks, ment of the Bank’s IRB mod-
calculating capital requirements and calculating economic capital els. In addition, the committee
 preparing the Board’s decisions regarding the establishment of Handelsbanken’s has discussed risk and com-
recoveryplan. pliance issues tied to, among
other things, IT security, out-
The Head of Group Risk Control, who is also the Bank’s CRO, and the Chief Compliance sourcing (including cloud-
Officer present their reports to the risk committee in person. The members of the committee | based services) and anti-
can also ask questions to the CRO and Head of Group Compliance when members of Bank | money laundering work. The
management are not present. The Bank’s CEO, CFO, Chief Credit Officer and Chief Legal committee has also discussed
Officer also attend meetings of the risk committee. the effects of the Covid-19
pandemic.
The framework for control is described on pages 82-83.

Remuneration committee Par Boman (Chair) The tasks of the remuneration committee include making an independent assessment of The remuneration committee
Jon Fredrik Baksaas Handelsbanken’s remuneration policy and remuneration system. In addition, the remunera- has engaged in its usual work
Hans Bi¢rck tion committee prepares matters regarding remuneration to be decided on by the Board concerning matters relating to

and the AGM. After the shareholders at the AGM have decided on guidelines for the terms remuneration. In addition, the
and conditions of remuneration to executive officers, the Board decides on remunerationto | committee has addressed
these officers and the heads of the control functions: Group Audit, Group Risk Control and several cases involving
Group Compliance. Each year, the remuneration committee evaluates Handelsbanken’s the appointment of senior
guidelines as well as its remuneration structures and levels in accordance with the Swedish managers.

Corporate Governance Code. A statement from the committee in this regard is published on

handelsbanken.com prior to the AGM.

The Board’s remuneration report is available at handelsbanken.com.

UK committee Par Boman (Chair) Every quarter, the committee for UK operations receives information about the performance | The UK committee has fol-
Carina Akerstrém and position of the UK operations, and every year, information about the business plan for lowed the operations of
Carl Cederschiold the UK operations etc. Handelsbanken in the UK, in
Ulf Riese terms of its financial reporting,

its business situation, and risk
and compliance matters.
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THE BANK’S MANAGEMENT

Group Chief Executive

Carina Akerstrém has been President and
Group Chief Executive since March 2019. She
was bornin 1962, is a Bachelor of Laws, and
has worked at Handelsbanken since 1986. In
2008, Carina Akerstrém became a member of
the executive management as Deputy CEO and
Head of Regional Bank Eastern Sweden. In
2010, she was appointed Head of Regional
Bank Stockholm. Carina Akerstrom was
appointed Deputy Group Chief Executive in
2016, while retaining her position as Head of
Regional Bank Stockholm. With the exception
of her positions as Chairman of the Swedish
Bankers’ Association (entailing an assignment
as board member in the European Banking
Federation), and board member in World Child-
hood Foundation, Carina Akerstrom has no sig-
nificant assignments outside Handelsbanken.
Her shareholdings in the Bank and those of
close relatives are 28,000 shares, as well as
34,510 shares held indirectly via the Oktogonen
profit-sharing scheme. Neither the CEO nor her
close relatives has any material shareholdings
or other ownership interests in companies

with which the Bank has significant business
relations.

Executive management

In addition to the Group Chief Executive, in
2021 Handelsbanken’s executive management
included the CFO and the Heads of Group IT,
Group Credits, Group Legal, Group HR, Group
Communication, Capital Markets, Group
Compliance and Group Risk Control. The Head
of Swedish branch operations and Head of
Handelsbanken Digital were co-opted to execu-
tive management. The current executive man-
agement is described on page 91. Executive
management is a forum for addressing Group-
wide issues and other matters of significance
from a Group perspective. Before decisions are
made on such matters by the CEO or other
executive officers, these are, as a general rule,
discussed by executive management.

Decision-making process

As a general rule, responsibilities and powers of
authority at Handelsbanken have been assigned
to individual members of staff, rather than
groups or committees. However, collective
decisions are made, in the form of credit deci-
sions made in credit committees and the
national boards. It is required that the members
are unanimous regarding these decisions.

Risk Forum and Business Forum

The Risk Forum has been set up by the CEO for
follow-up of risk management within several
areas and for in-depth discussions regarding
the Bank’s overall risk situation prior to such

matters being addressed by the risk committee
and the Board. In addition to the CEQ, the Risk
Forum includes the CFO and the Heads of
Group Risk Control, Group Compliance, Group
Governance and Group Legal, as well as heads
of other central units, where relevant.

The Business Forum has also been estab-
lished by the CEO and aims to provide a general
picture of the situation in the markets in which
the Group operates, as well as offering the
opportunity for information exchange concern-
ing business development and product devel-
opment. In addition to the CEQ, the Business
Forum includes the heads of the central busi-
ness areas and others.

Operational structure

Handelsbanken has long had a decentralised
working method, where almost all major busi-
ness decisions are taken at the local branches,
close to customers. Operations are pursued to
a large extent within the parent company, but
also in subsidiaries.

Branch operations

In 2020, the decision was made to organise the
branch operations in Sweden by county, co-
ordinated in a national organisation. In 2021,
the equivalent reorganisation was implemented
in the UK branch operations, which are now
organised into a number of districts under a
national organisation.

Since December 2018, the operations
in the UK are conducted in a subsidiary,
Handelsbanken plc. In Denmark, Finland, the
Netherlands and Norway, the operations are
conducted in the form of international branches.
The operations in these countries, and for the
countries within Handelsbanken Global Banking
— Luxembourg and the USA —are led by a
Country General Manager. The Country General
Managers are responsible to the public authori-
ties in their respective countries for all opera-
tions that the Bank and its subsidiaries pursue in
those countries.

In 2021, the decision was made to initiate a
process to divest the operations in Denmark
and Finland, and concentrate the business to
Sweden, Norway and the UK. As part of this
process, the operations in the Netherlands will
be organised within Capital Markets.

FRAMEWORK FOR CONTROL
Organisational requirements on the operations
Responsibility for fulfilling organisational require-
ments in order to ensure internal control, risk
control and regulatory compliance within each
respective unit has been delegated from the
CEQO to managers who report directly to the
CEOQ. In turn, these managers have delegated
operational responsibility for meeting these
requirements to managers who report to them.
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Among other things, this responsibility means
that fit-for-purpose instructions and procedures
for the operation must be in place, and compli-
ance with these procedures must be monitored
regularly. Thus, internal control, risk control and
compliance are integral parts of managers’
responsibility at all levels in the Bank.

Group Compliance

The compliance function (Group Compliance)
identifies, analyses and reports on compliance
within the Group. This also includes checking
and assessing the suitability and effectiveness
of the procedures in place and actions taken to
minimise the risk of non-compliance with appli-
cable rules. Another important duty is to provide
support and advice, especially in conjunction
with the introduction of new or changed regula-
tions, or changes to the Group’s products,
services, markets, processes, IT systems and
organisation. Group Compliance also monitors
the risk level relative to the risk tolerance defined
by the Central Board, and is responsible for the
Group’s public authority contacts related to
supervisory cases.

Group Compliance is an independent unit
with the functional responsibility for compliance
matters in the Group.

The Chief Compliance Officer is appointed by
the Central Board and reports on compliance in
the Group directly to the CEO, the risk commit-
tee and the Central Board each quarter.

Group Risk Control

Group Risk Control identifies, measures, analy-
ses and reports all the Group’s material risks.
This includes monitoring and checking the
Group’s risk management and assessing that
Handelsbanken'’s risk management framework
is fit-for-purpose and efficient. Group Risk Con-
trol also checks that the risks and risk manage-
ment comply with the Bank’s risk strategy, and
fall within the risk tolerance thresholds estab-
lished by the Board. Group Risk Control is an
independent unit with function responsibility for
risk control in the Group, including subsidiaries.

The Head of Group Risk Control is appointed
by the Central Board and reports directly to the
CEQ. The Head of Group Risk Control reports
regularly to the Board’s risk committee and
remuneration committee, and quarterly to the
Board as a whole.

A more detailed description of the Bank’s risk
management and control is contained in note
G2 on pages 110-149, and also in the Bank’s
Pillar 3 Report.

Group Audit

Group Audit, which is the Board’s controlling
body, comprises some 100 employees. The
Chief Audit Officer is appointed by and reports
to the Board.



Group Audit is tasked with performing an inde-
pendent, impartial audit of the operations and
financial reporting of the Group. This includes
assessing and verifying processes for risk man-
agement, internal control and corporate govern-
ance. Their assignment is based on a policy
established by the Board and is performed on
the basis of a risk-based methodology in
accordance with internationally accepted
standards issued by the Institute of Internal
Auditors (IIA). The planned auditing activities are
documented every year in an audit plan which is
established by the Board. Group Audit’s conclu-
sions, the actions to be taken and their status,
are reported regularly to the audit committee
and every year to the Board as a whole. The
Chief Audit Officer is also a recipient of reports
made via Handelsbanken’s separate system for
whistleblowing.

Group Audit is regularly subject to independ-
ent external quality reviews. In addition, the
Bank’s external auditors perform an annual
quality review of the work of Group Audit.

POLICY DOCUMENTS

The following is a brief summary of a selection
of the policy documents which the Board of
Handelsbanken has established and which
apply at the time this annual report is published.

Credit policy

The credit policy describes the Bank'’s risk toler-
ance and risk strategy for credit risk, as well as
how such risks are to be followed up and
reported. Handelsbanken has a low tolerance of
credit risks and strives to maintain its historically
low level of credit losses compared to other
banks.

Policy for risk control

The policy for risk control presents basic prin-
ciples for the Bank’s risk control. The risk con-
trol function must verify that all material risks to
which the Group is exposed, or may be
exposed in the future, are identified and man-
aged by the relevant functions, and must also
supervise and monitor the Group’s risk man-
agement. In addition, the function must iden-
tify risks arising as a result of deficiencies in
the Group’s risk management. The risk control
function must also verify that every business
unit monitors all its material risks in an efficient
manner.

Policy for operational risk

The policy for operational risk describes the
Bank’s tolerance of operational risks and pro-
vides comprehensive guidance on the manage-
ment of such risks. Operational risk refers to the
risk of loss due to inadequate or failed internal
processes, human error, erroneous systems or
external events. | also includes legal risks.
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Handelsbanken has a low tolerance of opera-
tional risks and, as far as possible, must
endeavour to prevent these risks and to reduce
the losses in this area. The responsibility for
operational risk is an integral part of managerial
responsibility throughout the Group.

Capital policy

The purpose of the capital policy is to ensure
that the Group’s supply of capital is satisfactory.
The Group must at all times be well capitalised
in relation to risk, and fulfil the goals established
by the Board and the capital adequacy require-
ments established by supervisory authorities,
even in situations of financial stress (see the
section on risk in note G2 on pages 110-149).
Handelsbanken'’s capital situation must also
justify a continued high rating from the most
important rating agencies.

Financial policy
Through this policy, the Board establishes the
framework for financial operations in Handels-
banken. This includes the general establishment
of measurement methods for financial risks.
‘Financial risks’ here refers to market risks and
liquidity risks. Market risks are in turn divided
into interest rate risks, equity price risks, foreign
exchange risks and commodity price risks.
Financial risks shall only occur as a natural
part of customer business, in connection with
Handelsbanken'’s funding and liquidity manage-
ment, and in its role as a market maker. The pur-
pose of the Group’s funding and liquidity man-
agement is to ensure that Handelsbanken is
able to meet its payment obligations in the short
and long term. The Group’s funding must be
well diversified in terms of markets, currencies
and maturities. Handelsbanken must have an
adequate liquidity reserve to be able to continue
its operations for predetermined periods of time,
without new funding in the financial markets.
This requirement must also be fulfilled in times
of financial strain.

Communication policy

The policy states that Handelsbanken’s com-
munication must be correct, factual, clear and
comprehensible, and be characterised by trans-
parency, accessibility and speed. It must also
contribute to strengthening Handelsbanken’s
brand and the trust of its customers, other mar-
ket actors and society in general. External com-
munication to the financial markets and other
external recipients must be relevant, reliable,
correct, clear, up to date and otherwise in line
with the rules of the stock exchange and other
applicable regulations. Information is to be
made public as soon as possible and simultane-
ously to the stock market, investors, analysts,
news services and other media. At press con-
ferences and the like, the media and analysts

should normally be given the opportunity to
obtain information at the same time.

Policy for sustainability
The policy establishes the strategy for Handels-
banken'’s sustainability work with regard to the
Bank’s relationships with customers, actions as
an employer and social actor, and relationships
with owners and investors. The Bank must
integrate financial, social and environmental
sustainability into all its operations. This entails
safeguarding human rights and employees’
rights, and not being complicit in breaches of
these. Gender equality, diversity and an inclu-
sive corporate culture should be a fundamental
part of Handelsbanken’s values. Handels-
banken must, through financial and environ-
mental sustainable operations, endeavour to
minimise the negative effect on the environ-
ment and climate. Nor shall Handelsbanken
accept corruption, money laundering or terror-
ist financing, and conflicts of interest must be
managed.

The policy is available at handelsbanken.com.

Policy for ethical standards
The policy stipulates that employees of
Handelsbanken must conduct themselves in
amanner that upholds confidence in Handels-
banken. All operations in the Group must be
characterised by high ethical standards. Finan-
cial advice must be based on the customer’s
requirements. In case of doubt as to what is eth-
ically acceptable, the matter must be discussed
with the employee’s immediate superior. There
must be no discrimination on grounds such as
gender or religion. The policy on ethical stand-
ards also describes how employees who sus-
pect internal fraud or other irregularities should
act. As a supplement to the paths for reporting
provided by the Compliance and Group Audit
functions, Handelsbanken also has an estab-
lished whistleblower system, through which
reports may be submitted anonymously.

The policy is available at handelsbanken.com.

Policy for management of conflicts of interest
The policy aims to ensure that conflicts of inter-
est are managed correctly at the Bank. Conflicts
of interest are a natural part of a business oper-
ation, which means that these types of conflicts
may arise within the Group’s operations. It is the
responsibility of all heads of units to continu-
ously identify potential conflicts of interest in
their operations. If a conflict of interest relative to
a customer is identified, the first priority is for the
manager responsible to ensure that the custom-
er’s interests are not adversely affected. If this is
not possible, the customer must be informed of
the conflict of interest.

The policy is available at handelsbanken.com.
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Policy against corruption

The policy against corruption establishes the
importance of preventing and never accepting
corruption, and of always taking action where
there is suspicion of corruption.

Employees of the Group must carry out their
responsibilities in all their activities at the Group
and their external assignments in a manner
that upholds confidence in Handelsbanken.
They must not, therefore, participate in actions
that may involve bribery or any other improper
influence.

The policy is available at handelsbanken.com.

Policy for remuneration

The policy stipulates that Handelsbanken takes
along-term view of its staff's employment.
Remuneration must be on market terms, ena-
bling Handelsbanken to attract, retain and
develop skilled staff, and ensuring good man-
agement succession, thus contributing to the
achievement of the Handelsbanken Group’s
corporate goal.

Handelsbanken has a low risk tolerance in
general. This is reflected in the company’s view
of remuneration. Handelsbanken considers
that fixed remuneration contributes to healthy
operations. This is therefore the main principle.
Fixed remuneration is comprised primarily of a
basic salary, customary employee benefits and
pension.

Provisions for the Oktogonen collective profit-
sharing scheme are classified as variable remu-
neration. Provisions are based on profitability
metrics linked to Handelsbanken’s corporate
goals being met and the Board’s overall assess-
ment regarding the Bank’s performance.

Performance-based variable remuneration
must be applied with great caution and is not
offered to employees who, in their professional
roles, can have a material impact on the Bank’s
risk profile.

Remuneration at Handelsbanken is generally
established locally in accordance with the
Bank’s decentralised method of operating and
is based on salary-setting factors that are
established in advance.

In certain countries, Handelsbanken is party
to collective bargaining agreements on gen-
eral terms and conditions of employment and
conditions for pensions. This policy does not
affect rights and obligations under collective
bargaining agreements; nor does it affect obli-
gations under applicable contract law or
labour law.

Group HR is responsible for verifying that
remuneration in Handelsbanken is compliant
with internal and external rules. The independ-
ent control functions monitor and analyse the
remuneration system, and report material risks
and flaws to the Board’s remuneration and risk
committees.

A more detailed description of Handelsbanken’s
remuneration principles is shown on pages
85-86 and details about remuneration are
shown in note G8 on pages 152-157.

Policies for suitability assessment

These two policies (one for Board members and
the CEO, one for other employees) include gen-
eral criteria for the suitability assessments
required in advance of the appointment of
members to the Board, the CEO, other execu-
tive management, Country General Managers,
heads of control functions and other executive
officers at the Bank and the Bank’s subsidiaries.

Policy for Group Audit

The policy stipulates that Group Audit must
evaluate the efficiency and appropriateness

of the Group’s processes for risk management,
internal governance and control. The Audit
function must impartially and independently
examine the Group’s operations, accounts and
governance process, ensure that material risks
are identified and managed in a satisfactory
manner, and ensure that material financial infor-
mation is reliable, correct and delivered on time.

Policy for managing and reporting events
of material importance

According to the policy, events of material
importance must be reported to the Swedish
Financial Supervisory Authority. This refers
to events that may jeopardise the stability of
the Bank or a subsidiary, or the protection of
customers’ assets.

Policy for the Bank’s use of the external
auditors’ services

The policy establishes that engaging the Bank’s
elected auditors for services other than auditing
should be avoided when this can be done with-
out inconvenience. A decision on this must be
made by the Chief Audit Officer or, in the case
of more extensive assignments, by the Board’s
audit committee. The policy is adopted by the
Board’s audit committee on behalf of the Board.

Policy for compliance

According to the policy, compliance refers to
the observance of regulatory frameworks
relating to all operations subject to a licence
undertaken within the Handelsbanken Group.
Handelsbanken has a low tolerance of compli-
ance risks and, as far as possible, must prevent
these risks. The responsibilities of the compli-
ance function (Group Compliance) are to work
actively to ensure a high level of compliance and
to ensure that Handelsbanken'’s low tolerance
of compliance risks is adhered to. This involves
providing advice and support, as well as exer-
cising monitoring and control of compliance
within the Group.
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Policy for complaints management

The policy states that the branch with customer
responsibility is required to accept and manage
customer complaints. Complaints must be dealt
with promptly, while considering all rules rele-
vant to the subject of the complaint. Complaints
must be taken very seriously and regarded as
an opportunity to correct a mistake or misun-
derstanding. The aim of the Bank’s complaints
management is that the person making the
complaint must be very satisfied with the Bank’s
handling of it.

Policy for employees’ transactions

in financial instruments in the
Handelsbanken Group

This policy serves as guidance for transactions
in financial instruments executed by employees
and contractors (other than Board members) in
the Handelsbanken Group. The policy applies
regardless of whether the transactions are
undertaken for the individual’s own account or
that of a closely related person, a customer or
the Bank. The basic rules are that employees
and contractors in the Handelsbanken Group
may not execute transactions in financial instru-
ments, nor cause any other person, through
advice or request, to execute such transactions,
that involve insider trading or market manipula-
tion. Employees and contractors with access
to insider information may not disclose such
information.

Accounting policy

The accounting policy applies to Handels-
banken’s accounting function. The consoli-
dated accounts are prepared in accordance
with IFRS, as adopted by the EU, plus addi-
tional standards in accordance with the Swed-
ish Annual Accounts Act for Credit Institutions
and Securities Companies, and the regulations
and general guidelines issued by the Swedish
Financial Supervisory Authority. The parent
company’s annual report is prepared in accord-
ance with the Swedish Annual Accounts Act
for Credit Institutions and Securities Companies,
and the regulations and general guidelines
issued by the Swedish Financial Supervisory
Authority. International units must prepare
accounts in accordance not only with the
Group’s rules, but also with the regulations that
apply in the country where they are required to
maintain accounting records.

Policy for products and services

According to the policy, the Handelsbanken
Group’s range of products must maintain a high
level of quality. This means that the products’
function, and their associated costs and risks,
must meet customers’ needs, characteristics
and goals, as well as being presented in

such a way that customers are able to make



well-founded decisions. A decision-making
procedure must be in place for the approval of
new and materially changed products. Before
a product is rolled out, it must be subject to
product testing, and no new or materially
changed product may be rolled out until the
resources are in place to manage the risks
associated with the product. The products must
have established target markets and the strat-
egy for distribution of products must be appro-
priate in relation to the target market. Proce-
dures must exist for monitoring the product,

to ensure that it remains suitable for the estab-
lished target market.

Policy on measures against financial crime
The policy on measures against financial crime
is based on applicable regulatory frameworks
concerning money laundering, terrorist financ-
ing, effective international sanctions and rules
regarding violations of such sanctions, as well
as obligations relating to the prevention of fraud.
Handelsbanken must not participate in transac-
tions of which the employees do not understand
the implications, or which may be suspected of
being linked to criminal activities. The Group’s
work method is based on having a good knowl-
edge of its customers, and an understanding of
its customers’ business operations, as well as
the purpose and nature of the business relation-
ship. Customer due diligence must be per-
formed and maintained for as long as the cus-
tomer relationship exists. Handelsbanken must
also monitor and follow decisions on sanctions.
The policy is available at handelsbanken.com.

PRINCIPLES FOR REMUNERATION AT
HANDELSBANKEN

The remuneration policy establishes the Bank’s
principles for remuneration to employees. In
general, Handelsbanken has low tolerance of
risk and holds the opinion that fixed remunera-
tion contributes to healthy operations. This is,
therefore, the main principle. The Bank’s execu-
tive officers and employees who make deci-
sions on credits or limits, or who work at the
Bank’s control functions, are paid fixed remu-
neration together with the possibility of further
remuneration from the Oktogonen collective
profit-sharing scheme. This also applies to
employees who are assessed as having a mate-
rial impact on the Bank'’s risk profile, called
‘risk-takers’ in the Bank.

The main principle of the remuneration policy
is that remuneration is paid in the form of fixed
remuneration. However, the policy allows for
variable remuneration to be paid. The Board
decides on the total amount.

A detailed description of fixed and variable
remuneration at Handelsbanken is given here.
Other information concerning remuneration
paid by the Bank in accordance with the current
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regulations is presented in note G8 on pages
152-157, in the Bank’s remuneration report and
is also presented on the Bank’s website. This
note also provides information about amounts
for salaries, pensions and other benefits, and
loans to executive officers.

Fixed remuneration

The Bank takes a long-term view of its staff’s
employment. Remuneration for work performed
is set individually for each employee, and is paid
in the form of a fixed salary, customary salary
benefits and pension. At Handelsbanken, salary-
setting takes place at local level.

The main principle is that salaries are set
locally in salary reviews between the employee
and his/her line manager. These principles have
been applied for many years with great success.
They mean that managers at all levels partici-
pate regularly in the salary process, and take
responsibility for the Bank’s salary policy and the
growth in their own unit’s staff costs.

Salaries are based on factors known in
advance: the nature and level of difficulty of the
work, competency and skills, work performance
and results achieved, leadership, and being a
cultural ambassador for the Bank.

In Sweden and certain other countries, the
Bank is party to collective bargaining agree-
ments on general terms and conditions of
employment during the employment period
and on terms and conditions of pensions after
employees have reached retirement age. The
aim of the Bank’s policy on salaries is to increase
the Bank’s competitiveness and profitability, to
enable the Bank to attract, retain and develop
skilled staff, and to ensure good management
succession planning. Good profitability and pro-
ductivity performance at the Bank create the
necessary conditions for salary growth for the
Bank’s employees.

Variable remuneration

The Oktogonen profit-sharing system covers all
employees in the Handelsbanken Group. The
provision is classified as variable remuneration
and is based on profitability metrics linked to
Handelsbanken’s corporate goals being met
and the Board’s overall assessment regarding
the Bank’s performance. Disbursements are
mainly made in cash to the employees, or alter-
natively to a pension plan, a savings plan or a
combination of the two.

Performance-based variable remuneration is
applied with great caution and to a very limited
extent. Itis only offered to employees in the
Capital Markets business area and in mutual
fund and asset management operations. In
these operations, performance-based variable
remuneration may only be paid to employees at
units whose profits derive from commissions or
intermediary transactions that take place with-

out the Bank being subject to credit risk, market
risk or liquidity risk. Just over one per cent of the
Group’s employees are eligible to receive perfor-
mance-based variable remuneration. The total
amount reserved for performance-based varia-
ble remuneration to employees in the Handels-
banken Group must not exceed 0.4 per cent of
the Bank’s common equity tier 1 capital during
any given year. For 2021, a total of SEK 57m
was allocated for performance-based variable
remuneration, corresponding to approximately
0.6 per cent of total salaries and approximately
0.04 per cent of the Bank’s common equity tier
1 capital.

Performance-based variable remuneration is
based on Handelsbanken'’s factors for setting
salaries and it must be designed so that it does
not encourage unhealthy risk-taking. The finan-
cial result on which the performance-based
variable remuneration is based is adjusted for
risk and charged with the actual cost of the
capital and liquidity required by the operations.
Normally, performance-based variable remu-
neration is only paid in cash. In subsidiaries
which run mutual fund operations and in
Handelsbanken Wealth & Asset Management
Ltd, the performance-based variable remuner-
ation is entirely or partially paid out as mutual
fund units.

The main rule for performance-based variable
remuneration is that at least 40 per cent is to be
deferred for at least four years. For particularly
large amounts of performance-based variable
remuneration, 60 per cent is deferred. Payment
and the right of ownership to the variable remu-
neration do not accrue to the person with the
entitlement until after the end of the deferment
period. Deferred variable remuneration can be
removed or reduced if losses, increased risks or
increased expenses arise during the deferment
period, or if payment is deemed to be unjustifia-
ble in view of the Bank’s financial situation. No
employee may receive performance-based vari-
able remuneration of more than 100 per cent of
his/her fixed remuneration.

Handelsbanken complies with the Swedish
Financial Supervisory Authority’s regulations
governing remuneration policies in credit institu-
tions, investment firms and fund management
companies, which include provisions for formu-
lating and adopting remuneration policies. The
heads of the areas concerned, as well as the
CRO and Chief Compliance Officer, take part in
the remuneration committee’s preparation and
assessment of the Board’s remuneration policy
and the Bank’s remuneration system.

Remuneration to executive officers

The shareholders at the AGM decide on
guidelines for remuneration to the Group Chief
Executive, Deputy CEOs and other executive
officers.
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The Board decides on remuneration to the
officers who are subject to the AGM’s remuner-
ation guidelines, a total of 10 individuals (as of
31 December 2021). The Board also decides on
remuneration to the Chief Audit Officer, among
others.

Executive officers in Handelsbanken are
Board members, the CEO, Deputy CEOs and
other members of executive management.
These individual constitute ‘Senior Management’
according to the definitions in the Swedish
Companies Act, the Swedish Corporate
Governance Code and the Swedish Financial
Supervisory Authority’s regulations FFFS
2011:1. Further information about executive
officers is shown on page 155.

The guidelines adopted by the annual general
meeting on 24 March 2021 are presented below.

Guidelines for remuneration to executive
officers within Svenska Handelsbanken AB
(publ)

These guidelines apply to remuneration to the
Group Chief Executive, members of executive
management, Deputy CEO and the Heads of
Group Risk Control and Group Compliance
(below “executive officers”). The guidelines also
cover any remuneration to Board members not
included in the Board fees.

The guidelines are applied to new agree-
ments and do not affect remuneration previ-
ously decided for executive officers. The guide-
lines do not apply to remuneration decided by
the annual general meeting.

Handelsbanken’s goal is to have higher
profitability than the average of peer banks in
its home markets. This goal is mainly to be
achieved by the Bank having more satisfied
customers and lower costs than those of
competitors.

Handelsbanken'’s business strategy is pre-
sented in the annual report. In order to ensure
that it contributes to the Bank’s goals, remuner-
ation must reflect a long-term approach to
employment at the Bank, and must be in line
with the Bank’s low risk tolerance in general.

Principles for remuneration to employees
at Handelsbanken
Handelsbanken’s principles for remuneration to
employees are long established. In the remuner-
ation policy for the Handelsbanken Group, the
Board has stipulated that the Bank’s remunera-
tion systemis to be aligned with the Bank’s
corporate goal and corporate culture, which
are founded on sound, sustainable operations.
The remuneration policy also establishes that
fixed remuneration is appropriate for sound,
sustainable operations, and is therefore applied
as a general rule. Variable remuneration is
applied only with substantial caution. Remuner-
ation for work performed is set individually, and

is paid in the form of a fixed salary, pension allo-
cations and customary salary benefits (which
may consist of, for example, company car,
housing, health insurance and household ser-
vices). Salaries are based on pre-determined
salary-setting factors presented in the remuner-
ation policy.

Considering the above approach, the total
remuneration to an employee must be on mar-
ket terms, enabling Handelsbanken to attract,
retain and develop skilled staff, and ensuring
good management succession.

Remuneration to executive officers

In preparing the Board’s proposal for these

guidelines, Handelsbanken’s remuneration pol-

icy and the aforementioned principles for remu-
neration to employees have been taken into
account, in order to ensure the consideration

of the Bank’s business strategy, long-term inter-

ests and sustainability.

e The total remuneration is to be on market
terms.

e Remuneration is paid in the form of a fixed
salary, pension provision and customary
benefits.

e The executive officers are covered, on the
same terms as all other employees of the
Bank, by the Oktogonen profit-sharing
system.

e The retirement age is normally 65. Pension
benefits are defined contribution and may
amount to a maximum of 35 per cent of the
annual fixed cash salary per year, and may be
payable in addition to pension plans under
collective bargaining agreements. Other sal-
ary benefits may amount to a maximum of 35
per cent of the employee’s annual fixed cash
salary per year.

e The period of notice on the part of an execu-
tive officer is six months, and on the part of
Handelsbanken a maximum of 12 months.

If the Bank terminates the employment con-
tract later than five years after the person
becomes one of the Bank’s executive
officers, the period of notice is a maximum
of 24 months.

No severance pay is payable. Other time peri-
ods may apply due to collective bargaining
agreements or labour legislation.

With regard to employment practices to
which non-Swedish rules apply, the appropriate
changes are made to pension benefits and
other benefits to ensure compliance with man-
datory rules or established local practice,
whereby the overarching purposes of these
guidelines are met wherever possible.

Fees to Board members
It must be possible, in specific circumstances,
to remunerate the Bank'’s elected Board
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members for services within their respective
areas of expertise (including Board assignments
in other Group companies), which do not con-
stitute Board work at the Bank. Such assign-
ments are to be managed in accordance with
the applicable internal rules, with due consider-
ation given to potential conflicts of interest. A
market-based fee is payable for such services.
Information on any remuneration provided for
such services is to be included in the annual
report and remuneration report.

Decision-making process

The Board has established a remuneration
committee. The committee is tasked with pre-
paring the Board’s decisions on proposed
guidelines for remuneration to executive
officers. The Board shall formulate a proposal
for new guidelines whenever significant changes
are necessitated, although at least every four
years, and shall present the proposal to be
resolved on by the annual general meeting.
The guidelines remain applicable until such time
as new guidelines are adopted by the annual
general meeting. The remuneration committee
shall also monitor and evaluate the application
of the guidelines for remuneration to executive
officers, as well as the current remuneration
structures and remuneration levels at the Bank.
The members of the remuneration committee
are independent of the Bank and its manage-
ment. The Group Chief Executive also attends
the committee’s meetings, although not when
discussions and decisions on remuneration-
related matters affecting the Group Chief Exec-
utive herself take place.

Deviation from the guidelines

The Board may resolve to temporarily deviate
from the guidelines, in part or in full, if there are
special reasons to do so in an individual case,
and if a deviation is necessary to safeguard the
Bank’s long-term interests and sustainability, or
to ensure the Bank’s financial viability. As stated
above, the remuneration committee’s duties
include preparing the Board’s decisions relating
to remuneration, meaning that decisions on
deviations from the guidelines are also prepared.
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The Board’s report on internal control regarding financial reporting

The presentation of Handelsbanken’s internal
control process for financial reporting is based
on the framework developed by the Committee
of Sponsoring Organizations of the Treadway
Commission (COSO), and covers the following
components: control environment, risk assess-
ment, control activities, information and com-
munication, and follow-up. The process was
designed to ensure compliance with the Bank’s
principles for financial reporting and internal
control, and to ensure that the financial report-
ing has been prepared pursuant to the law,
applicable accounting standards, and other
requirements related to listed companies.

Control environment

To ensure reliable financial reporting, Handels-
banken'’s internal control process for financial
reporting is based on the control environment. The
control environment is fundamental to other com-
ponents of the process and has been described
earlier in the corporate governance report: i.e.
organisational structure, division of responsibilities,
guidelines and policy documents. An important
aspect of the control environment is that deci-
sion-making channels, powers of authority and
responsibilities are clearly defined and commu-
nicated, and that policy documents and guidelines
established by the Board and Group Chief Execu-
tive provide clear guidance and are complied with.

Risk assessment

Risk assessment aims to identify, manage and
follow up risks with the potential to affect the
financial reporting. Group Finance is responsible
for performing a risk assessment at Group level,
in order to identify units for which the need for
internal control is assessed as of material signifi-
cance to minimise the risk of material error in the
financial reporting. Units that Group Finance
deems must be covered by the process are
required to draw up general documentation of
their processes for internal control regarding
financial reporting. This general documentation
must describe the processes that generate the
unit’s most significant balance sheet and profit
and loss items, risks, procedures for preparing
the accounts, and identified control activities.
The identified control activities are carried out
each quarter to ensure that the financial report-
ing is correct, in all material respects.

The self-evaluations carried out annually within
the parent company and subsidiaries are an
essential part of the Bank’s total risk assessment.
Risks in the financial reporting are part of this total
analysis. Other aspects of Handelsbanken'’s risk
management are detailed in note G2 on pages
110-149 and in the Bank’s Pillar 3 report.

Control activities
Various control activities are incorporated in the
entire financial reporting process.

Group Finance bears the overall responsibility
for the financial reporting, the consolidated
accounts and consolidated financial reports,
and for financial and administrative control sys-
tems. The unit’s responsibilities also include the
Group’s liquidity, the internal bank, own funds,
tax analysis and Group-wide reporting to public
authorities.

Group Finance has the overall responsibility
for ensuring that a fit-for-purpose process is in
place for reporting on internal control regarding
the financial reporting. For the units that Group
Finance has deemed must be covered by the
process for internal control regarding financial
reporting, control activities are identified which
are aimed at preventing, detecting and correct-
ing errors and deviations in the financial report-
ing. Group Finance has established a number
of financial control activities linked to the general
ledger and the process of preparing the
accounts, which all finance departments within
the parent company and subsidiaries are
required to carry out in conjunction with every
quarterly closing of accounts. These include,
for example, the reconciliation and verification
of reported amounts, and analyses of income
statements and balance sheets. In addition to
financial control activities, units selected by
Group Finance are responsible for identifying
and evaluating control activities within business
process and systems that have a substantial
impact on the income statement and balance
sheet, with the aim of minimising the risk of
material error in the financial reporting. Heads
of accounting and control at the respective units
are responsible for ensuring that the control
activities in the financial reporting for their unit
are fit-for-purpose —i.e. that they are designed
to prevent, detect and correct errors and devia-
tions — and are in compliance with internal
guidelines and instructions. At each quarterly
closing of accounts, the units certify to Group
Finance that the control activities have been
carried out, and that their balance sheets and
income statements are correct. Based on
Group Finance’s follow-up of the units’ reports,
the Head of Group Finance (i.e. the CFO)
reports the status of the internal control of finan-
cial reporting to the audit committee at each
quarterly closing of accounts.

The CFO is responsible for setting up and
maintaining a valuation committee. The commit-
tee’s role is to support the decision-making pro-
cesses for valuation and reporting matters. The
committee deals with the valuation of financial
assets and liabilities, including derivatives at fair
value and also financial guarantees. The valua-
tions refer to both own holdings and holdings on
behalf of others. The committee must ensure
that the valuation complies with external regula-
tions, internal guidelines and current market
practices.

High information security is a precondition for
good internal control of financial reporting. Thus
there are regulations and guidelines to ensure
availability, accuracy, confidentiality and trace-
ability of information in the business systems.

Information and communication

The Bank has information and communication
paths with the aim of achieving completeness
and correctness in its financial reports. Group
Finance must ensure that the staff concerned
are aware of and have access to instructions

of significance to the financial reporting. The
Group’s general accounting instructions and
special procedures for producing financial
reports, and the process for internal control
regarding financial reporting, are communicated
to the staff concerned via the Group’s intranet.
The system used for financial reporting encom-
passes the entire Group.

Follow-up

The respective accounting and financial depart-
ments at the Bank monitor and verify compli-
ance with applicable rules in the form of internal
steering documents which affect the financial
reporting, as the responsibility for internal
control is an integral part of the managerial
responsibility.

If the Group does not meet its obligations
under regulations, laws and other rules for oper-
ations that are subject to a licence, this could
affect the Bank'’s financial reporting. Group
Compliance is responsible for monitoring and
controlling regulatory compliance with regard to
the operations within the Bank that are subject
to alicence. Group Compliance is described in
more detail on pages 77 and 82.

Group Risk Control is responsible for identify-
ing, checking and reporting risks of errors in the
Bank’s assumptions and assessments that form
the basis of the Bank’s financial reporting.
Group Risk Control is described in more detail
on pages 77 and 82.

Group Audit is assigned to examine internal
governance and control, and to evaluate the
reliability of the Group’s financial reporting.
Group Audit is described in more detail on
pages 77 and 82-83.

As part of the quality control work for financial
reporting, the Board has set up an audit com-
mittee. Among other responsibilities, the com-
mittee processes crucial accounting matters
and the financial reports produced by the Bank.
The committee also supervises the effective-
ness of the internal control, internal audit and
risk management systems for internal control
regarding financial reporting. The audit commit-
tee is described in more detail on page 77.

The Group’s information and communication
paths are monitored continually to ensure that
they are fit-for-purpose for the financial reporting.
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Board

Elected by the annual general meeting

Name Par Boman Fredrik Lundberg Jon Fredrik Baksaas Stina Bergfors
Chairman Deputy Chairman Board Member Board Member
Year elected 2006 2002 2003 2021
Year of birth 1961 1951 1954 1972
Nationality Swedish Swedish Norwegian Swedish
Position and significant Chairman of Svenska Cellulosa AB President and CEO of L E Lundberg- | Chairman of DNV and Statnett SF « Board member H&M Hennes &
board assignments SCA and Essity AB « Deputy Chair- foretagen AB « Chairman of Holmen Board member Telefonaktiebolaget Mauritz, Budbee and Tele2
man of AB Industrivérden  Board AB, Hufvudstaden AB, AB Indus- LM Ericsson.
member Skanska AB. trivarden e Board member L E Lund-
bergféretagen AB, Skanska AB.
Background 2006-2015 President and CEO of CEO of L E Lundbergforetagen AB 2008-2016 GSM Association mem- 2013-2018 Co-founder and CEO,
Handelsbanken. since 1981 « Active at Lundbergs ber, Chairman 2013-2016 « 2002— other roles, United Screens « 2008—
since 1977. 2015 Telenor Group, President and 2013 Country Director, Google and
CEO » 1989-2002 Telenor Group, Youtube « 2004-2007 CEO, other
various positions within finance, finan- | roles, Carat « 2000-2004 Director,
cial control and management ¢ 1988- | other roles, OMD Worldwide « 1999-
1989 Aker AS « 1985-1988 Stolt 1999 Account Manager, TV3 Sweden,
Nielsen Seaway AS « 1979-1985 Det | Modern Times Group.
Norske Veritas, Norway and Japan.
Education Engineer and Business/Economics Graduate in Business Administration | Graduate in Economics/Business Graduate in Economics/Business
degree, PhD (Econ) h.c. and Master of Engineering, PhD Administration and PED from IMD. Administration, PhD (Econ) h.c.
(Econ) h.c. and PhD (Tech) h.c.
Remuneration 2021' SEK 5,440,000 SEK 1,425,000 SEK 1,805,000 SEK 715,000
Credit committee Chairman
Participation 12/12 12/12 12/12 -
Audit committee Chairman
Participation 8/8 - 8/8 -
Remuneration committee | Chairman
Participation 9/9 - 9/9 -
Risk committee
Participation 8/8 - 2/87 -
UK committee Chairman
10/10 - - -
Board meetings Chairman
Participation 13/13 13/13 13/18 9/132
Own shareholdings and 145,028, of which 30,028 in indirect 77,275,000 3,800 0

those of immediate family

holdings®.

Dependent/ Independent of the Bank and its Independent of the Bank and its Independent of the Bank, its manage- | Independent of the Bank, its manage-
independent management. management. ment and major shareholders. ment and major shareholders.
Not independent of major share- Not independent of major share-
holders (Deputy Chairman of holders (Chairman of AB Indus-
AB Industrivérden). trivarden).
Number of assignments * 56 4° 4 4
Actual number of 14 9 5 7
assignments

' Remuneration decided by the AGM. Total remuneration to the Board in 2021 was SEK 16,310,000. Arja Taaveniku has also
received SEK 344 298 in remuneration as Board member of Handelsbanken plc.
2 Member of the Board/committee from 24 March 2021.
2 Indirect holding of shares in Handelsbanken via the Oktogonen profit-sharing scheme.
4 Number of assignments based on Chap. 10, Section 8b of the Swedish Banking and Financing Business Act (2004:297),
by which assignments in the same group or in companies in which the Bank has a qualifying holding may be counted as a
single assignment. Assignments in organisations that are primarily non-commercial, including certain foundations and
not-for-profit associations, are not included.
5 Number of assignments disregarding the basis of calculation stated in footnote 4.
5 Has permission from the Swedish Financial Supervisory Authority to hold an additional assignment as board member under
Chap. 10, Section 8b, third paragraph of the Swedish Banking and Financing Business Act (2004:297).
7 Member of the committee until 24 March 2021.
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Hans Bidrck Kerstin Hessius Ulf Riese Arja Taaveniku Carina Akerstrom
Board Member Board Member Board Member Board Member Board Member
2018 2016 2020 2020 2019

1951 1958 1959 1968 1962

Swedish Swedish Swedish Swedish Swedish

Chairman of Skanska AB and
Trelleborg AB.

CEO of AP3 Third National Swedish
Pension Fund ¢ Board member
Vasakronan AB, Hemso Fastighets
AB and Trenum AB.

Chairman of Svenska Handelsfas-
tigheter AB and Polarn O. Pyret AB
Board member Dunelm plc, Han-
delsbanken plc and Nobia AB.

President and Group Chief Executive
of Handelsbanken ¢ Chairman of the
Swedish Bankers’ Association

« Board member World Childhood
Foundation.

2001-2011 Skanska, Deputy CEO
and CFO « 1998-2001 Autoliv, CFO
» 1997-1998 Self-employed ¢ 1977—
1997 Various positions in Esselte.

2001-2004 Stockholm Stock
Exchange, CEO « 1999-2000 Sver-
iges Riksbank, Deputy Governor of
the central bank « 1998 Danske
Bank, Chief Executive, Asset Man-
agement « 1990-1997 ABN Amro
Bank/ Alfred Berg « 1989-1990
Finanstidningen « 1986-1989
Swedish National Debt Office
1985-1986 Sveriges Riksbank
(central bank)  1984—1985 Swedish
Agency for Public Management.

Various positions at Handelsbanken
» 2016-2018 Senior Advisor « 2007—
2016 CFO « 2004-2007 Head of
Handelsbanken Asset Management
» 2004 Deputy CEO of Handels-
banken « Employed by Handels-
banken since 1983.

2015-2019 Chief Offer and Supply
Chain Officer, Kingfisher plc, CEO of
subsidiary of Kingfisher plc « 2012—
2015 President and Group Chief
Executive, lkano Group  2005—
2012 Global Business Area Director,
IKEA Group  1989-2005 Various
positions within the IKEA Group.

2016-2019 Deputy CEO, Deputy
Group Chief Executive of Handels-
banken « 2010-2019 Deputy CEO,
Head of Regional Bank Stockholm
« 2008-2010 Deputy CEO, Head of
Regional Bank Eastern Sweden
Employed by Handelsbanken since
1986.

Graduate in Economics/Business Graduate in Economics/Business Graduate in Economics/Business Graduate in Economics/Business Bachelor of Laws.
Administration. Administration. Administration. Administration.
SEK 2,130,000 SEK 1,240,000 SEK 2,415,000 SEK 1,140,000 SEKO
12/12 - 12/12 9/122 12/12
6/82 - 8/8 - -
9/9 - - - -
Chairman
6/82 8/8 8/8 - -
- - 10/10 - 10/10
13/13 13/13 13/18 13/13 13/13
5,000 8,700 180,000 0 62,510, of which 34,510 in indirect
holdings®.
Independent of the Bank, Independent of the Bank, Independent of the Bank, Independent of the Bank, Not independent of the Bank and its
its management and major its management and major its management and major its management and major management (CEO).
shareholders. shareholders. shareholders. shareholders. Independent of major shareholders.
3 4 1 5° 1
5 8 1 5 3
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Board, cont.

Employee representatives

Name Anna Hjelmberg Lena Renstrom Stefan Henricson Charlotte Uriz

Employee representative Employee representative Employee representative, Employee representative,
Deputy member Deputy member

Year elected 2020 2020 2020 2020

Year of birth 1969 1965 1970 1972

Nationality Swedish Swedish Swedish Swedish

Position and significant Chair of Financial Sector Union of Chair of Financial Sector Union of Member of Financial Sector Union of Chair of Akademikerféreningen

board assignments Sweden’s Handelsbanken union club. | Sweden’s Swedish branch operations | Sweden’s Swedish branch operations | (Association for graduate professionals)

union club. union club. at Handelsbanken.

Background Officer and various union roles, Advisory services in Handelsbanken’s | Managerial and advisory services at Specialist, business and operations

Handelsbanken Liv. branch operations. branches and regional head offices at | developer at Cash Management,
Handelsbanken. Digital meeting places and Trading

Education Economics Programme at upper Graduate in Economics/Business Economics Programme at upper sec- | BA
secondary school. Administration. ondary school.

Remuneration 2021' SEK O SEK O SEKO SEKO

Credit committee

Participation - - - -

Audit committee

Participation - - - -

Remuneration committee

Participation - - - -

Risk committee

Participation - - - -

UK committee

Board meetings

Participation 13/13 13/18 11/18 13/18

Own shareholdings and 25,657, of which 25,657 in indirect 31,585, of which 31,585 in indirect 32,639, of which 32,639 in indirect 14,380, of which 14,380 in indirect

those of immediate family | holdings®. holdings®. holdings®. holdings®.

Dependent/ Not independent of the Bank and its Not independent of the Bank and its Not independent of the Bank and its Not independent of the Bank and its

independent management (employee). management (employee). management (employee). management (employee).
Independent of major shareholders. Independent of major shareholders. Independent of major shareholders. Independent of major shareholders.

Number of assignments * 1 1 1 1

Actual number of 5 2 5 2

assignments®

" Remuneration decided by the AGM. Total remuneration to the Board in 2021 was SEK 16,310,000. Arja Taaveniku has also
received SEK 344 298 in remuneration as Board member of Handelsbanken plc.
2 Member of the Board/committee from 24 March 2021.
¢ Indirect holding of shares in Handelsbanken via the Oktogonen profit-sharing scheme.
4 Number of assignments based on Chap. 10, Section 8b of the Swedish Banking and Financing Business Act (2004:297), by
which assignments in the same group or in companies in which the Bank has a qualifying holding may be counted as a single
assignment. Assignments in organisations that are primarily non-commercial, including certain foundations and not-for-profit

associations, are not included.

5 Number of assignments disregarding the basis of calculation stated in footnote 4.
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Executive management

Executive management!

Year of
Name Position birth Employed Shareholdings
Arild Andersen? Country General Manager, Norway 1966 2002 Shareholdings® 12,416 of which 12,416 in indirect holdings*
Per Beckman Deputy CEO® 1962 1993 Shareholdings® 16,974 of which 16,974 in indirect holdings*
Catharina Belfrage Sahlstrand? | Chief Sustainability and Climate Officer, Group Sustainability 1981 2013 Shareholdings® 5,152 of which 2,925 in indirect holdings*
Monika Bergstrom? Acting Head, Group Compliance® 1962 2007 Shareholdings® 8,215 of which 8,215 in indirect holdings*
Carl Cederschiold’ CFO, Group Finance 1973 1998 Shareholdings® 21,486 of which 15,086 in indirect holdings*
Magnus Ericson Chief Human Resources Officer, Group HR 1968 1988 Shareholdings® 31,127 of which 29,127 in indirect holdings*
Mattias Forsberg CIO, Group IT 1972 2020 Shareholdings® 0
Michael Green?® Country General Manager, Sweden?® 1966 1994 Shareholdings® 92,221 of which 22,221 in indirect holdings*
Maria Hedin'® Chief Risk Officer, Group Risk Control 1964 2010 Shareholdings® 5,586 of which 5,340 in indirect holdings*
Dan Lindwall Head, Capital Markets 1965 2000 Shareholdings® 15,452 of which 15,452 in indirect holdings*
Martin Noréus? Chief Strategy Officer' 1974 2020 Shareholdings® 0
Anna Possne? Head, Product and Offerings 1984 2008 Shareholdings® 8,147 of which 8,147 in indirect holdings*
Robert Radway? Chief Credit Officer, Group Credits 1986 2010 Shareholdings® 6,760 of which 6,760 in indirect holdings*
Louise Sander* Head, Group Communication'® 1969 2013 Shareholdings® 2,836 of which 2,066 in indirect holdings*
Mikael Sorensen? Country General Manager, UK 1966 1994 Shareholdings® 289 of which 289 in indirect holdings*
Martin Wasteson® Chief Legal Officer, Group Legal 1971 2012 Shareholdings® 2,772 of which 2,772 in indirect holdings*
Carina Akerstrém President and Group Chief Executive 1962 1986 Shareholdings® 62,510 of which 34,510 in indirect holdings*

" The table describes the executive management as from 1 March 2022. During 2021, executive management included the following
members: Per Beckman, Carl Cederschiold, Magnus Ericson, Mattias Forsberg, Michael Green, Maria Hedin, Dan Lindwall, Martin
Noreus, Louise Sander, Martin Wasteson and Carina Akerstrom. The following members left executive management during 2021:
Jan Larsson, from 30 April; the formerly co-opted member Katarina Ljungqvist, from 31 December. Jan Larsson was born in 1967
and employed in 2020. His direct shareholdings was 1 750. Katarina Ljunggvist was born in 1965 and employed in 1989.

Her shareholdings was 46 004, of which 34 144 in indirect holdings.

2 As from 1 March 2022.

¢ Direct shareholdings refer to own holdings or those of closely related persons.

4 Refers to indirect shareholdings in Handelsbanken via the Oktogonen profit-sharing scheme.

5 Per Beckman stepped down as Chief Credit Officer on 27 October 2021 and was appointed as responsible for the divestment of the
bank’s operations in Denmark and Finland. Han remains in executive management, as from 1 March 2022 as a co-opted member.

5 During 2021 member of executive management, as from 1 March 2022 co-opted member.

7 And deputy CEO.

8 Was co-opted to executive management during 2021.

9 Held the position as Head, Swedish Branch Operations, during 2021.

© Member of executive management as from 3 February 2021.
" Held the position as Head, Group Compliance, during 2021 and was as such member of executive management as from 3 February 2021.
2 As from 1 July 2021.
'8 As from 3 February 2021, sustainability was established as a separate Group function, with a Head of Sustainability who reports
directly to the CEO. The change led to an adjustment of the denomination for the communications unit.
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INCOME STATEMENT | GROUP

Income statement, Group

Group
SEK'm 2021 2020
Interest income Note G3 35,832 42,830
of which interest income according to effective interest method and interest on derivatives in hedge accounting 34,483 39,496
Interest expenses Note G3 -6,441 -13,751
Net interest income 29,391 29,079
Fee and commission income Note G4 12,904 11,205
Fee and commission expenses Note G4 -1,446 -1,535
Net fee and commission income 11,458 9,670
Net gains/losses on financial transactions Note G5 1,699 1,217
Risk result — insurance Note G6 179 194
Other dividend income 2 53
Share of profit of associates and joint ventures Note G19 63 18
Otherincome Note G7 555 137
Total income 43,347 40,368
Staff costs Note G8 -12,452 -13,907
Other expenses Note G9 -5,577 -5,245
Depreciation, amortisation and impairment of property, equipment and intangible assets Note G24, G25 -1,814 -1,775
Total expenses -19,843 -20,927
Profit before credit losses 23,504 19,441
Net credit losses Note G10 -43 -649
Gains/losses on disposal of property, equipment and intangible assets Note G11 14 5
Operating profit 23,475 18,797
Taxes Note G34 -4,627 -4,240
Profit for the year from continuing operations 18,848 14,557
Profit for the year from discontinued operations, after tax Note G13 695 1,031
Profit for the year 19,543 15,588
attributable to
Shareholders in Svenska Handelsbanken AB 19,527 15,585
of which from discontinued operations 18,834 14,556
of which from discontinued operations 693 1,029
Non-controlling interest 16 3
Earnings per share, total operations, SEK Note G12 9.86 7.87
after dilution Note G12 9.86 7.87
Earnings per share, continuing operations, SEK Note G12 9.51 7.35
after dilution Note G12 9.51 7.35
Earnings per share, discontinued operations, SEK Note G12 0.35 0.52
after dilution Note G12 0.35 0.52
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Statement of comprehensive
Income, Group

Group
SEK'm 2021 2020
Profit for the year 19,543 15,588

Other comprehensive income

Items that will not be reclassified to the income statement

Defined benefit pension plans 6,820 1,623
Equity instruments measured at fair value through other comprehensive income 62 -583
Tax on items that will not be reclassified to the income statement -1,401 -256
of which defined benefit pension plans -1,398 -267
of which equity instruments measured at fair value through other comprehensive income -3 11
Total items that will not be reclassified to the income statement 5,481 684

Items that may subsequently be reclassified to the income statement

Cash flow hedges -1,970 -1,124
Debt instruments measured at fair value through other comprehensive income 6 7
Translation difference for the year 3,201 -4,269
of which hedges of net investments in foreign operations -910 848
Tax on items that may subsequently be reclassified to the income statement 595 93
of which cash flow hedges 406 274
of which debt instruments measured at fair value through other comprehensive income -1 -1
of which hedges of net investments in foreign operations 190 -180
Total items that may subsequently be reclassified to the income statement 1,832 -5,293
Total other comprehensive income 7,313 -4,609
Total comprehensive income for the year 26,856 10,979
attributable to
Shareholders in Svenska Handelsbanken AB 26,840 10,976
Non-controlling interest 16 3

The year's reclassifications to the income statement are presented in the Statement of changes in equity.
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Balance sheet, Group

Group

SEK'm 2021 2020
ASSETS

Cash and balances with central banks 291,584 397,642
Other loans to central banks Note G14 1,255 21,326
Interest-bearing securities eligible as collateral with central banks Note G17 100,538 99,133
Loans to other credit institutions Note G15 21,745 21,920
Loans to the public Note G16 2,163,135 2,269,612
Value change of interest-hedged item in portfolio hedge -1,900 25
Bonds and other interest-bearing securities Note G17 33,317 44,566
Shares Note G18 19,471 21,045
Investments in associates and joint ventures Note G19 478 386
Assets where the customer bears the value change risk Note G20 235,761 197,212
Derivative instruments Note G21 28,508 30,614
Intangible assets Note G24 8,302 11,330
Property and equipment Note G25 5,272 6,232
Current tax assets 469 988
Deferred tax assets Note G34 845 1,218
Pension assets Note G8 8,766 2,005
Assets held for sale Note G13 421,417 1,657
Other assets Note G26 5,785 6,124
Prepaid expenses and accrued income Note G27 2,016 2,253
Total assets Note G40 3,346,764 3,135,288

LIABILITIES AND EQUITY

Due to credit institutions Note G28 83,034 124,723
Deposits and borrowing from the public Note G29 1,286,637 1,229,763
Liabilities where the customer bears the value change risk Note G30 235,761 197,212
Issued securities Note G31 1,353,768 1,310,737
Derivative instruments Note G21 13,784 32,819
Short positions Note G32 4,105 1,682
Insurance liabilities Note G33 532 5567
Current tax liabilities 108 25
Deferred tax liabilities Note G34 5,276 5,353
Provisions Note G35 1,026 2,302
Other liabilities Note G36 11,304 13,928
Liabilities held for sale Note G13 183,922

Accrued expenses and deferred income Note G37 3,519 3,632
Subordinated liabilities Note G38 32,257 41,082
Total liabilities Note G40 3,165,033 2,963,815
Non-controlling interest 25 9
Share capital 3,069 3,069
Share premium reserve 8,758 8,758
Reserves Note G39 15,845 8,632
Retained earnings 134,507 135,520
Profit for the year (attributable to shareholders of Svenska Handelsbanken AB) 19,5627 15,585
Total equity 181,731 171,473
Total liabilities and equity 3,346,764 3,135,288
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Statement of C

Group

anges in equity,

Group 2021 Defined Retained
Share benefit earnings Non-
Share premium pension Hedge Fairvalue  Translation incl. profit controlling
SEK'm capital reserve plans reserve reserve reserve for the year interest Total
Opening equity 2021 3,069 8,758 5,891 3,353 94 -806 151,105 9 171,473
Profit for the year 19,527 16 19,543
Other comprehensive income 5,422 -1,564 64 3,391 0 7,313
of which reclassification within equity 0 -67 -67
Total comprehensive income for the year 5,422 -1,564 64 3,391 19,527 16 26,856
Reclassified to retained earnings 67 67
Dividend' -16,666 -16,666
Share-based payment to employees
at Handelsbanken plc? 37 37
Repurchased own shares? -36 -36
Change in non-controlling interest - -
Closing equity 2021 3,069 8,758 11,313 1,789 158 2,585 154,034 25 181,731
Group 2020 Defined Retained
Share benefit earnings Non-
Share premium pension Hedge Fairvalue Translation incl. profit controlling
SEK'm capital reserve plans reserve reserve reserve for the year interest Total
Opening equity 2020 3,069 8,758 4,635 4,203 660 3,643 134,856 8 159,832
Profit for the year 15,585 3 15,588
Other comprehensive income 1,256 -850 -566 -4,449 0 -4,609
of which reclassification within equity -684 20 -664
Total comprehensive income for the year 1,256 -850 -566 -4,449 15,585 3 10,979
Reclassified to retained earnings 664 664
Dividend -
Effects of convertible subordinated loans - - -
Change in non-controlling interest -2 -2
Closing equity 2020 3,069 8,758 5,891 3,353 94 -806 151,105 9 171,473

" Ordinary dividend of SEK 8,118m, extra dividend of SEK 8,548m. The shareholders received an extra dividend in the form of shares in AB Industrivarden, acquired by Svenska Handelsbanken AB

from Svenska Handelsbankens Pensionsstiftelse, see note G49.

2 As of the 2020 earnings year, all employees at Handelsbanken plc are covered by a Share Incentive Plan (“SIP”).
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Cash flow statement, Group

Group
SEK'm 2021 2020
OPERATING ACTIVITIES
Operating profit 23,475 18,797
Profit from discontinued operations, before tax 1,204 1,338
of which paid-in interest 38,5628 46,345
of which paid-out interest -7,257 -15,717
of which paid-in dividends 61 76
Adjustment for non-cash items in operating profit and profit for the year from discontinued operations
Credit losses 80 929
Unrealised value changes 363 -797
Depreciation, amortisation and impairment 2,118 1,966
Paid income tax -5,086 -7,711
Changes in the assets and liabilities of operating activities
Other loans to central banks 19,863 -1,778
Loans to other credit institutions 82 -3,980
Loans to the public -142,370 22,071
Interest-bearing securities and shares 9,621 1,611
Due to credit institutions -41,114 -23,266
Deposits and borrowing from the public 170,994 111,938
Issued securities 43,031 -74,224
Derivative instruments, net positions -16,732 23,394
Short positions 2,476 -197
Claims and liabilities on investment banking settlements -567 875
Other -18,057 16,294
Cash flow from operating activities 49,381 87,260
INVESTING ACTIVITIES
Acquisitions of and contributions to associates and joint ventures -83 -61
Sales of shares 1 1,693
Acquisitions of property and equipment -1,194 -709
Disposals of property and equipment 1,063 328
Acquisitions of intangible assets -5639 -1,031
Cash flow from investing activities -752 220
FINANCING ACTIVITIES
Repayment of subordinated loans -10,130 -2
Issued subordinated loans - 8,176
Dividend paid -16,666 -
Cash flow from financing activities -26,796 8,174
of which changes in foreign exchange rates -320 -819
Cash flow for the year 21,833 95,654
Liquid funds at beginning of year 397,642 327,958
Cash flow from operating activities 49,381 87,260
Cash flow from investing activities 752 220
Cash flow from financing activities -26,796 8,174
Exchange difference on liquid funds 20,489 -25,970
Liquid funds at end of year 439,964 397,642

The cash flow statement has been prepared in accordance with the indirect method, which means that operating profit and profit for the year from discontinued operations have been adjusted for
transactions that did not entail paid-in or paid-out cash, such as depreciation/amortisation and credit losses.

The cash flow statement in the table above includes the disposal groups Denmark and Finland, which have been reclassified to Assets held for sale and Liabilities held for sale in the balance sheet,
respectively. See note G13.
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1. STATEMENT OF COMPLIANCE
Basis of accounting
The consolidated accounts have been prepared
in accordance with international financial report-
ing standards (IFRS) and interpretations of these
standards as adopted by the EU. In addition, the
accounting policies also adhere to the Annual
Accounts Act for Credit Institutions and Securi-
ties Companies (1995:1559), and the regulations
and general guidelines issued by the Swedish
Financial Supervisory Authority in FFFS 2008:25,
Annual Reports in Credit Institutions and Securi-
ties Companies. RFR 1 Supplementary Account-
ing Rules for Groups, and statements from the
Swedish Financial Reporting Board, are also
applied in the consolidated accounts.

The parent company’s accounting policies
are shown in note P1.

Issuing and adoption of annual report

The annual report and consolidated accounts
were approved for issue by the Board and Group
Chief Executive on 9 February 2022 and will be
presented for adoption by the AGM on 23 March
2022.

2. CHANGED ACCOUNTING POLICIES
Amendments to IFRS 9 Financial Instru-
ments, IAS 39 Financial Instruments: Recog-
nition and measurement, IFRS 7 Financial
Instruments: Disclosures and IFRS 16 Leasing
- Interest Rate Benchmark Reform Phase 2
Amendments to IFRS 9 Financial Instruments,
IAS 39 Financial Instruments: Recognition and

measurement, IFRS 7 Financial Instruments: Dis-
closures and IFRS 16 Leases, relating to the
Interest Rate Benchmark Reform Phase 2,
entered into force on 1 January 2021. The
amendments to IFRS 9 entail that modifications
of financial assets and financial liabilities, imple-
mented as a direct consequence of the Interest
Rate Benchmark Reform, are recognised as a
change in the effective interest. Gains or losses
arising due to the modification are thus not rec-
ognised. In addition, the amendments to IFRS 9
and IAS 39 allow for certain exemptions from
hedge accounting requirements when existing
reference rates in hedging relationships are
replaced with alternative reference rates. The
amendments are therefore assessed as facilitat-
ing the transition to new reference rates without
significant profit/loss effects, and thus without a
material impact on Handelsbanken’s financial
reports, capital adequacy, large exposures or
other circumstances according to the applicable
regulatory requirements. The comparative fig-
ures for previous periods have not been recalcu-
lated and opening retained earnings have not
been impacted by any initial effect in conjunction
with the application of the amendments. For fur-
ther information, refer to section 11, Hedge
accounting and the Interest Rate Benchmark
Reform, Interest Rate Benchmark Reform.

Other changes in IFRS

None of the other changes effective from
1January 2021 has had a material impact on
the Bank’s financial reports.

In other respects, the accounting policies and
calculation methods applied by the Group during
the financial year are consistent with the policies
applied in the 2020 annual report.

3. CHANGES IN IFRS WHICH
ARE YET TO BE APPLIED
IFRS 17 Insurance contracts
IFRS 17 Insurance Contracts, which replaces
IFRS 4 Insurance Contracts, has been published
by the IASB and adopted by the EU. This stand-
ard is to be applied as of the 2023 financial year.
IFRS 17 entails a change in how insurance con-
tracts are recognised, presented and valued. It
will also entail extended disclosure requirements.
In order to reduce discrepancies in the recog-
nition of insurance contracts, IFRS 17 introduces
uniform valuation principles based on three
measurement approaches: the general
approach, the premium allocation approach, and
the variable fee approach. IFRS 17 prescribes
the general approach for the valuation of insur-
ance contracts, whereby the insurance commit-
ment is valued on the basis of expected present
values of future cash flows, with consideration
given to a risk margin and a profit margin. The
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two other valuation approaches can be applied
under specific circumstances. The choice of
approach depends on the terms of the contract
(long-term, short-term or profit-yielding). The
Bank has a project for the implementation of
IFRS 17 and is currently analysing the financial
effects of the new standard on the Group’s
accounts.

4. BASIS OF CONSOLIDATION AND
PRESENTATION

Subsidiaries

All companies directly or indirectly controlled by
Handelsbanken (subsidiaries) have been fully
consolidated. The Bank is deemed to have direct
control of a company when it is exposed to, or is
entitled to, variable returns from its holdings in
the company and can affect the return by means
of its influence over the company. As a rule, con-
trol exists if Handelsbanken owns more than
50% of the voting power at shareholders’ meet-
ings or the equivalent.

Subsidiaries are consolidated according to the
acquisition method. This means that the acquisi-
tion of a subsidiary is regarded as a transaction
where the Group acquires the company’s identi-
fiable assets and assumes its liabilities and obli-
gations. In the case of business combinations,
an acquisition balance sheet is prepared, where
identifiable assets and liabilities are valued at fair
value at the acquisition date. The cost of the
business combination comprises the fair value
of all assets, liabilities and issued equity instru-
ments provided as payment for the net assets in
the subsidiary. Any surplus due to the cost of the
business combination exceeding the identifiable
net assets on the acquisition balance sheet is
recognised as goodwill in the Group’s balance
sheet. Acquisition-related expenses are recog-
nised when they arise. The subsidiary’s financial
reports are included in the consolidated
accounts starting on the acquisition date until
the date on which control ceases. Intra-group
transactions and balances are eliminated when
preparing the Group’s financial reports.

When accounting for business combinations,
the acquired operations are recognised in the
Group’s accounts from the acquisition date.

The acquisition date is the date when controlling
interest over the acquired entity starts. The
acquisition date may differ from the date when
the transaction is legally established.

Where the accounting policies applied for an
individual subsidiary do not correspond to the
policies applied in the Group, an adjustment is
made to the consolidated accounts when con-
solidating the subsidiary.



Gl Cont.

Structured entities

A structured entity is a company formed to
achieve a limited and well-defined purpose,
where the voting rights are not the definitive
factor in determining whether control exists.
Handelsbanken'’s holdings in structured entities
are restricted to holdings in mutual funds.

Funds for which the Bank is asset manager
and in which the Bank owns more than 50% of
the shares are consolidated. The Bank’s hold-
ing in the fund is recognised at fair value in the
balance sheet item Shares. The remainder of
the fair value of the fund is consolidated and
recognised under the items Assets and Liabili-
ties where the customer bears the value
change risk on the balance sheet. Ownership
of between 20% and 50% is consolidated in
certain cases if the circumstances indicate that
the Bank has a controlling interest, for example
if the fund has a broad management mandate
and generates a high proportion of variable
return.

Holdings arising from unit-linked insurance
contracts are not considered to expose the
Group to variable return. These holdings are
excluded from the assessment of whether a
controlling interest over the fund exists. Hold-
ings in funds arising from unit-linked insurance
contracts are recognised as Assets where the
customer bears the value change risk, while
the corresponding liabilities for the unit-linked
insurance contracts are recognised as Liabili-
ties where the customer bears the value
change risk.

Information on holdings in non-consolidated
structured entities is provided in note G48.

Associates and joint ventures

Companies in which Handelsbanken has a sig-
nificant influence are reported as associates. A
significant influence entails the right to participate
in decisions concerning the company’s financial
and operating strategies but does not give con-
trol over these. As arule, a significant influence
exists when the share of voting power in the
company is at least 20% and at most 50%, or
when contractual terms enable the Bank to exer-
cise a significant influence. In a joint venture, the
Bank exercises a joint controlling interest with
one or more other parties. Associates and joint
ventures are reported in the consolidated
accounts in accordance with the equity method.
This means that the holding is initially reported
at cost. The carrying amount is increased or
decreased to recognise the Group’s share of the
associate’s or the joint venture’s profits or losses
after the date of acquisition. Any dividends from
associates and joint ventures are deducted from
the carrying amount of the holding. Shares of
the profit of associates and joint ventures are
reported as Share of profit of associates and
joint ventures on a separate row in the Group’s
income statement.

Assets held for sale and accounting of
discontinued operations

Non-current assets or a group of assets, possi-
bly with some directly associated liabilities, (dis-
posal group) are classified as held for sale when
the carrying amount will be mainly recovered
through a sale and when a sale is highly proba-
ble. If an asset is classified as held for sale, spe-
cial valuation principles are applied. These princi-
ples essentially mean that, with the exception of
items such as financial assets and liabilities (see
point 8), assets held for sale and disposal groups
are measured at the lower of the carrying amount
and fair value less costs to sell. Thus, property,
plant and equipment or intangible assets held
for sale are not depreciated or amortised. Any
impairment losses and subsequent revaluations
are recognised directly in the income statement.
However, a gain is not reported to the extent that
it exceeds previously recognised accumulated
impairment. Assets and liabilities held for sale
are reported as a separate item on the Group’s
balance sheet until the time of sale.

Independent operations of a material nature
which can be clearly differentiated from the
Group’s other operations and which are classi-
fied as held for sale using the policies described
above are recognised as discontinued opera-
tions. Subsidiaries acquired solely for resale are
also recognised as discontinued operations. In
recognition as a discontinued operation, the
operation’s profit is reported on a separate row in
the income statement, separately from other
profit/loss items. Profit or loss from discontinued
operations comprises the profit or loss after tax
of discontinued operations, the profit or loss after
tax that arises when valuing the assets held for
sale/disposal groups that are included in discon-
tinued operations at fair value less costs to sell,
and realised gains/losses from the disposal of
discontinued operations. For disclosures regard-
ing assets and liabilities held for sale and discon-
tinued operations, see note G13.

5. SEGMENT REPORTING

The segment reporting presents income/
expenses and assets/liabilities broken down

by business segments. A business segment is

a part of the Group that runs operations which
generate external or internal income and
expenses and of which the profit/loss is regularly
assessed and followed up by executive manage-
ment as part of corporate governance. The prin-
ciples for segment reporting are described fur-
ther in note G45.

6. ASSETS AND LIABILITIES IN FOREIGN
CURRENCIES

The consolidated accounts are presented in
Swedish kronor, the Group’s presentation cur-
rency. The functional currency for the Group’s
operations outside Sweden usually differs from
the Group’s presentation currency. The currency
used in the economic environment where the
operations are primarily conducted is regarded
as the functional currency.
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Translation of transactions in a currency
other than the functional currency
Transactions in a currency other than the func-
tional currency — foreign currency — are initially
translated into the functional currency at the rate
prevailing on the transaction date. Monetary
items in foreign currencies and non-monetary
items in foreign currencies that are measured

at fair value are converted at the balance sheet
date using the prevailing closing rate. Gains and
losses arising from the currency translation of
monetary items and non-monetary items meas-
ured at fair value are recognised in the income
statement as foreign exchange effects under
Net gains/losses on financial transactions. Trans-
lation differences that have arisen from non-
monetary items classified as measured at fair
value through other comprehensive income are
recognised as a component of Other compre-
hensive income and are accumulated in equity.
Exchange differences arising when translating
monetary items comprising part of a net invest-
ment in a foreign operation are recognised in
the same way.

Translation of foreign operations to

the Group’s presentation currency

When translating the foreign entities’ (including
branches’) balance sheets and income state-
ments from the functional currency to the
Group’s presentation currency, the current
method has been used. This means that assets
and liabilities are translated at the closing day
rate. Equity is translated at the rate applicable
at the time of investment or earning. The income
statement has been translated at the average
annual rate. Translation differences are recog-
nised as a component of Other comprehensive
income and are included in the translation
reserve in equity.

7. RECOGNITION AND DERECOGNITION

OF FINANCIAL INSTRUMENTS ON THE
BALANCE SHEET

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

Financial assets are derecognised from the
balance sheet when the contractual rights to
the cash flows originating from the asset expire
or when all risks and rewards related to the
asset are transferred to another party. A finan-
cial liability is derecognised from the balance
sheet when the obligation is fulfilled, ceases or
is cancelled.

The policies for recognising financial instru-
ments on the balance sheet are of special impor-
tance when accounting for repurchase transac-
tions, securities loans and leases (see the
separate sections concerning these).
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8. FINANCIAL INSTRUMENTS

Measurement categories

All financial assets, in compliance with IFRS 9,

are allocated to one of the following measure-

ment categories:

1. amortised cost

2. fair value through other comprehensive
income

3. fair value through profit or loss

. mandatory

b. fair value option

[

The starting point for the classification of financial
assets into the respective measurement cate-
gories is the company’s business model for
managing the financial instruments, as well as
whether the instruments’ contractual cash flows
only constitute solely payments of principal and
interest.

Financial liabilities are classified as follows:
1. amortised cost

2. fair value through profit or loss

a. mandatory

b. fair value option

As a general rule, financial liabilities are recog-
nised at amortised cost. The exceptions are
financial liabilities which are required to be meas-
ured at fair value through profit or loss, such as
derivatives, and liabilities which, upon initial rec-
ognition, are irrevocably identified as being
measured at fair value (fair value option).

Financial assets and liabilities recognised
on the same row on the balance sheet may be
classified in different measurement categories,
see note G40.

Upon initial recognition, all financial assets and
liabilities are designated at fair value. For assets
and liabilities at fair value through profit or loss,
the transaction costs are recognised in the
income statement on the acquisition date. For
other financial instruments, the transaction costs
are included in the acquisition cost.

Assessment of the business model

The business model for managing financial
assets defines classification into measurement
categories. The business model is determined at
the portfolio level, as this best reflects how the
operations are governed and how information is
reported to, and evaluated by, the Bank’s man-
agement. Information of significance to enabling
a weighted assessment of the business model
for a portfolio includes the established guidelines
and objectives with a portfolio and how these are
implemented in the operations, the risks which
affect the performance of the portfolio and how
the risks are managed, as well as the frequency,
volume, reasons for and times of sales.

Assessment of whether contractual cash
flows constitute solely payments of principal
and interest

The assessment of whether contractual cash
flows constitute solely payments of principal and

interest is significant for the classification into
measurement categories. For the purposes of
this assessment, ‘principal’ is defined as the
financial asset’s fair value upon initial recognition.
‘Interest’ is defined as consideration for the time
value of money, credit risk, other fundamental
lending risks (such as liquidity risk) and costs
(such as administrative expenses), as well as

a profit margin.

To assess whether the financial asset’s con-
tractual cash flows constitute solely payments of
principal and interest, the contractual terms of
the financial asset are reviewed. If there are con-
tractual terms that could change the timing or
amounts of the contractual cash flows, modify
the consideration for the time value of money,
cause leverage or entail extra costs for prepay-
ment and extension, then the cash flows are
assessed as not constituting solely payments
of principal and interest.

Amortised cost

Afinancial asset is to be measured at amortised

cost if both of the following conditions are met:

e The objective of the business model is to
collect contractual cash flows.

e The contractual cash flows constitute solely
payments of principal and interest.

Financial assets recognised in the measurement
category amortised cost consist of loans and
holdings of interest-bearing securities that fulfil
the above conditions. These assets are subject
to impairment testing. Financial liabilities recog-
nised in the measurement category amortised
cost consist primarily of liabilities due to credit
institutions, deposits and borrowing from the
public, and issued securities.

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

Interest and credit losses relating to financial
instruments measured at amortised cost are rec-
ognised in the income statement under Net inter-
est income and Credit losses, respectively. Early
repayment charges for loans redeemed ahead of
time, and capital gains/losses generated from
repurchases of the Bank’s own issued securities,
are recognised in the income statement under
Net gains/losses on financial transactions. For-
eign exchange effects are also recognised under
Net gains/losses on financial transactions.

Fair value through other comprehensive

income

Afinancial asset is to be measured at fair value

through other comprehensive income if both of

the following conditions are met:

e The objective of the business model is both to
collect contractual cash flows and to sell the
asset.

e The contractual cash flows constitute solely
payments of principal and interest.
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Holdings of interest-bearing securities in the
Bank’s liquidity portfolio which satisfy the above
conditions are recognised in the fair value
through other comprehensive income measure-
ment category. These assets are subject to
impairment testing. Interest income is recog-
nised under Net interest income, while foreign
exchange effects and credit losses are recog-
nised under Net gains/losses on financial trans-
actions. Unrealised changes in value are recog-
nised in other comprehensive income and
reclassified to the income statement, under the
item Net gains/losses on financial transactions,
in conjunction with a sale.

Upon initial recognition, equity instruments
that are not held for trading may be irrevocably
classified as measured at fair value through other
comprehensive income. Subsequent changes in
value, both realised and unrealised and including
exchange gains/losses, are thus recognised in
other comprehensive income. Realised changes
in value are reclassified to retained earnings, i.e.
reclassified within equity, and not to the income
statement. Only dividend income from these
holdings is recognised in the income statement.
This valuation principle is applied for certain
shareholdings in companies which engage in
activities to support the Bank. For example,
these may refer to participating interests in clear-
ing organisations, or infrastructure collaborations
on the Bank’s home markets. These sharehold-
ings are long-term and remain largely unchanged
from year to year.

Fair value through profit or loss, mandatory
If a financial asset does not meet the conditions
for measurement at amortised cost or for meas-
urement at fair value through other comprehen-
sive income, measurement at fair value through
profit or loss is mandatory.

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

The measurement category ‘fair value through
profit or loss, mandatory’ mainly consists of
listed shares, units in mutual funds, interest-
bearing securities and derivatives. Interest, divi-
dends, foreign exchange effects, and realised
and unrealised changes in value related to these
instruments are recognised in the income state-
ment under Net gains/losses on financial trans-
actions. For the recognition of derivatives
through hedge accounting, see section 11.

Fair value through profit or loss,
fair value option
There is an option, at initial recognition, to irrevo-
cably designate a financial asset as measured at
fair value through profit or loss if doing so elimi-
nates or significantly reduces a measurement or
recognition inconsistency (‘accounting mis-
match’) that would otherwise arise from measur-
ing the asset.

There is a corresponding option to irrevocably
designate, at initial recognition, a financial liability
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as measured at fair value through profit or loss

if either of the following conditions is met:

e |t eliminates or significantly reduces a meas-
urement or recognition inconsistency
(‘accounting mismatch’) that would otherwise
arise from measuring the liability.

e A group of financial liabilities or a group of both
financial assets and financial liabilities is man-
aged and its performance is evaluated on a
fair value basis, in accordance with a docu-
mented risk management or investment strat-
egy, and information about these instruments
is provided internally to the Bank’s manage-
ment on that basis.

This valuation principle has been applied to avoid
inconsistencies when measuring assets and liabil-
ities which are counter-positions of each other
and which are managed on a portfolio basis, such
as liabilities resulting from unit-linked insurance
contracts and certain holdings in the liquidity port-
folio which are hedged with economic hedges.
Unrealised and realised changes in the fair
value of financial instruments that are measured
at fair value through profit or loss via the fair value
option are recognised under Net gains/losses on
financial transactions. Interest attributable
to these instruments is recognised under Net
interest income.

Reclassifications of financial instruments

As a general rule, financial assets are not reclas-
sified after initial recognition. Reclassification is
permitted in the rare case that the Bank changes
the business model it applies for the manage-
ment of a portfolio of financial assets. The reclas-
sification of financial liabilities is not permitted
after initial recognition.

Financial guarantees and loan commitments
Financial guarantees are contracts that require
the issuer to make specified payments to reim-
burse the holder for a loss incurred because a
specified debtor fails to make payment when
due in accordance with the terms of a debt
instrument (loans and interest-bearing securi-
ties), for example, a credit guarantee. The fair
value of an issued guarantee is the same as the
premium received when it was issued. Upon
initial recognition, the premium received for the
guarantee is recognised as a liability under
Accrued expenses and deferred income on the
balance sheet. The guarantee is subsequently
measured at the higher of the amortised pre-
mium or the provision for the expected loss. Pre-
miums for issued financial guarantees are amor-
tised under Net fee and commission income over
the validity period of the guarantee. In addition,
the total guaranteed amount relating to guaran-
tees issued is reported off-balance as a contin-
gent liability, see note G43.

Premiums for purchased financial guarantees
are accrued and recognised as decreased inter-
estincome under Net interest income if the inter-
est on the debt instrument to which the guaran-
tee refers is recognised there.

Loan commitments are reported off-balance until
the settlement date of the loan, see note G43.
Fees received for loan commitments are accrued
under net fee and commission income over the
maturity of the commitment unless it is highly
probable that the commitment will be fulfilled. In
such cases, received fees are included in the
effective interest of the loan.

Financial guarantees and irrevocable loan
commitments are subject to impairment testing.

Compound financial instruments

A compound financial instrument consists of an

embedded derivative and a non-derivative host

contract. Some of the compound instrument’s
cash flows vary in a way similar to the cash flows
of a stand-alone derivative.

If the host contract in a compound financial
instrument is a financial liability, an embedded
derivative must be separated from the host con-
tract and recognised as a derivative if all of the
following terms are met:

e The economic characteristics and risks of the
embedded derivative are not closely related to
the economic characteristics and risks of the
host contract.

e Aseparate instrument with the same terms as
the embedded derivative would meet the defi-
nition of a derivative.

e The compound financial instrument is not
measured at fair value through profit or loss.
Consequently, derivatives embedded in finan-
cial liabilities measured at fair value through
profit or loss are not recognised separately.

Such separate recognition is applied, for exam-
ple, to issues of equity-linked bonds and other
structured products.

Separate recognition is not applied to com-
pound financial instruments when the host con-
tractis a financial asset. Financial assets with
embedded derivatives are regarded as a whole
when assessing whether their contractual cash
flows constitute solely payments of principal and
interest.

The inherent value of the option to convert in
issued convertible debt instruments is recog-
nised separately in equity. The value of the equity
component is determined at the time of issue as
the difference between the fair value of the con-
vertible debt instrument in its entirety reduced by
the fair value of the liability component. The car-
rying amount of the equity component is not
adjusted during the life of the convertible debt
instrument. The liability component is recognised
at fair value on the balance sheet at the time of
issue. After initial recognition, the liability compo-
nent is recognised at amortised cost based on
the original effective interest rate.

Repurchase agreements and reverse
repurchase agreements

Repurchase agreements, or repo transactions,
refer to agreements where the parties simulta-
neously agree on the sale of specific securities
and the repurchase of these securities at a
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pre-determined price. Securities sold in a repo
transaction (repurchase agreement) remain on
the balance sheet during the life of the transac-
tion, as the Group is exposed to the value
change risk applying to the security during this
period. The sold instrument is also reported
off-balance as a pledged asset. Depending on
the counterparty, payment received is recog-
nised under Due to credit institutions or as
Deposits and borrowing from the public. Securi-
ties bought in a repo transaction (reverse repur-
chase agreement) are accounted for in the cor-
responding way, i.e. they are not recognised on
the balance sheet during the life of the transac-
tion. Depending on the counterparty, the pay-
ment made is recognised under Other loans to
central banks, Loans to other credit institutions
or Loans to the public. Collateral received which
is sold on under repurchase agreements is rec-
ognised off-balance as a commitment.

Agreements for borrowing

and lending of securities

Lent securities remain on the balance sheet,

as the Group is still exposed to the value change
risk applying to the security, as well as being
reported off-balance as pledged assets.
Borrowed securities are not recognised on

the balance sheet unless they are sold (known as
shortselling). If they are sold, a value correspond-
ing to the sold instrument’s fair value is recog-
nised as a liability. Borrowed securities which are
lent to a third party are recognised off-balance as
commitments.

Derivative instruments

All derivatives are recognised on the balance
sheet at fair value. Derivatives with positive fair
values are recognised on the assets side under
Derivative instruments. Derivatives with negative
fair values are recognised on the liabilities side
under Derivative instruments. Realised and unre-
alised gains and losses on derivatives are recog-
nised in the income statement under Net gains/
losses on financial transactions. For the recogni-
tion of derivatives through hedge accounting,
see section 11.

Offset of financial assets and liabilities
Financial assets and liabilities are offset on the
balance sheet if the Bank has a contractual right
to offset, in its operating activities and in the
event of bankruptcy, and if the intention is to set-
tle the items on a net basis or to simultaneously
liquidate the asset and settle the liability. Further
information about set-off of financial assets and
liabilities is provided in note G23.

9. PRINCIPLES FOR FAIR VALUE
MEASUREMENT OF FINANCIAL

ASSETS AND LIABILITIES

Fair value is defined as the price that would
be received to sell an asset or paid to transfer
a liability in an orderly transaction between
independent market participants.
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For financial instruments traded on an active
market, the fair value is the same as the quoted
market price. An active market is one where
quoted prices are readily and regularly available
from a regulated market, execution venue, relia-
ble news service or equivalent, and where the
price information can be verified by means of
regularly occurring transactions. The current
market price corresponds to the price between
the bid price and the offer price which is most
representative of fair value under the circum-
stances. For groups of financial instruments
which are managed on the basis of the Bank’s
net exposure to market risk, the current market
price is presumed to be the same as the price
which would be received or paid if the net posi-
tion were divested.

When there is no reliable information about
market prices for financial instruments, fair value
is established using valuation models. The valua-
tion models used are based on input data which
essentially can be verified using market observa-
tions such as market interest rates and share
prices. If necessary, an adjustment is made for
other variables which a market participant would
be expected to take into consideration when set-
ting a price. The assumptions used in the valua-
tion are based on internally generated experi-
ence and are continuously reviewed by the risk
control function. The result is compared with the
actual outcome so as to identify any need for
adaptations of assumptions and forecasting
models.

Interest-bearing securities

Interest-bearing securities issued by govern-
ments and Swedish mortgage bonds are valued
using current market prices. Corporate bonds
are valued using valuation techniques based on
market yields for the corresponding maturity
adjusted for credit and liquidity risk. The values
are regularly reviewed in order to ensure that they
reflect the current market price. The reviews are
mainly performed by obtaining prices from sev-
eral independent price sources and by reconcili-
ation with recently performed transactions in the
same or equivalent instruments.

Shares
Shares listed on an active market are valued at
market price. When valuing shares and participa-
tions in level 3, the choice of model is determined
by what is deemed appropriate for the individual
instrument. Holdings of shares in level 3 mainly
consist of shares in companies which engage in
activities to support the Bank. In all material
respects, shares in level 3 are classified at fair
value through other comprehensive income. In
general, such holdings are valued at the Bank’s
share of the company’s net asset value. For
shares in level 3 for which the company agree-
ment regulates the price at which the shares can
be divested, the holdings are valued at the pre-
determined divestment price.

When valuing level 3 units in private equity
funds, valuation principles adopted by the

European Venture Capital & Private Equity Asso-
ciation (EVCA) are used. In these models, the
market value of the investments is derived from
a relative valuation of comparable listed compa-
nies in the same sector. Adjustments are made
for profit/loss items that prevent comparison
between the investment and the compared
company, and the value of the investment is then
determined on the basis of profit multiples such
as P/E and EV/EBITA. Changes in value and
capital gains on holdings in private equity funds
which comprise part of the investment assets

in the insurance operations are not reported
directly in the income statement but are included
in the basis for calculating the yield split in the
insurance operations. See section 13.

Derivatives

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

When performing model valuation for deriva-
tives, in some cases there are differences
between the transaction price and the value
measured by a valuation model upon initial rec-
ognition. Such differences occur when the
applied valuation model does not fully incorpo-
rate all the components that affect the value of
the derivative. Unrealised results due to positive
differences between the transaction price and
the value measured by a valuation model
(known as day 1 gains/losses) are comprised
of the Bank’s profit margin and compensation
to cover, for example, the cost of capital and
administrative expenses. Unrealised positive
day 1 gains/losses are not recognised in profit/
loss upon initial recognition, but are amortised
over the life of the derivative.

Assets and liabilities where the

customer bears the value change risk

Assets where the customer bears the value
change risk mainly comprise shares in unit-linked
insurance contracts. These shares are valued
using the fund’s current market value (NAV).
Each asset corresponds to a liability where the
customer bears the value change risk. The valu-
ation of these liabilities reflects the valuation of
the assets. Since the policyholders/shareholders
have prior rights to the assets, there is no motive
to adjust the valuation for credit risk. Assets and
liabilities where the customer bears the value
change risk have essentially been classified at
fair value through profit or loss.

10. CREDIT LOSSES

Expected credit losses

The impairment rules presented in IFRS 9 apply
to financial assets at amortised cost, financial
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assets at fair value through other comprehensive

income, as well as financial guarantees and irrev-

ocable loan commitments, and are based on a

model for the recognition of expected credit

losses (ECL). This model stipulates that the provi-
sion must reflect a probability-weighted amount
determined through the evaluation of a number of
potential outcomes, with consideration given to all
reasonable and verifiable information available on
the reporting date without unreasonable expense
or exertion. The assessment takes into account
historical, current and future-oriented factors. The
assets to be tested for impairment are divided into
the following three stages, depending on the
degree of credit impairment:

e Stage 1 comprises financial assets with no
significant increase in credit risk since initial
recognition.

e Stage 2 comprises financial assets with a sig-
nificant increase in credit risk since initial rec-
ognition, but for which there is no objective
evidence that the claim is credit-impaired at
the time of reporting.

e Stage 3 comprises financial assets for which
objective circumstances have been identified
indicating that the claim is credit-impaired.

For a definition of credit-impaired assets, refer
to the heading Default/Credit-impaired asset
below.

In Stage 1, provisions are to be recognised
which correspond to the loss expected to occur
within 12 months as a result of default. In Stage 2
and Stage 3, provisions are to be recognised
corresponding to the loss expected to occur at
some time during the whole of the remaining
maturity of the asset as a result of default.

For agreements in Stage 1 and Stage 2, there
is a Group-wide, central process using model-
based calculation. The process begins for all
agreements with an assessment of whether
there has been a significant increase in the credit
risk since initial recognition (start date of the
agreement). For a detailed description of signifi-
cant increases in credit risk, see the ‘Credit risks’
section of note G2. The provisions in the different
impairment stages are calculated on an individ-
ual basis. Manual calculation is used for agree-
ments in Stage 3, with the exception of a small
portfolio of homogeneous claims which have a
model-calculated provision in Stage 3. In con-
junction with each reporting date, an assess-
ment is made at agreement level as to whether
an agreement will be subject to a model-based
calculation or a manual calculation.

The calculations of expected credit losses are
primarily affected by the risk parameters ‘proba-
bility of default’ (PD), ‘exposure at default’ (EAD)
and ‘loss given default’ (LGD). Expected credit
losses are determined by calculating PD, EAD
and LGD up to the expected final maturity date
of the agreement. The three risk parameters are
multiplied and adjusted by the survival probability
or, alternatively, the probability that a credit
exposure has not defaulted or been repaid in
advance. The estimated expected credit losses
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are then discounted back to the reporting date
using the original effective interest rate and are
totalled. Total credit losses in Stage 1 is calcu-
lated using the probability of default during the
coming 12-month period. For Stage 2 and Stage
3, credit losses are calculated using the probabil-
ity of default during the asset’s remaining time to
maturity.

Model-based calculation

The calculation of the expected credit losses
takes into consideration at least three macro-
economic scenarios (one neutral, one positive
and one negative scenario) with relevant macro-
economic risk factors, such as unemployment,
key/central bank rates, GDP, inflation and prop-
erty prices, by country. The various scenarios are
used to adjust the risk parameters. Every macro-
economic scenario is assigned a probability, and
the expected credit losses are obtained as a
probability-weighted average of the expected
credit losses for each scenario.

For additional information on the models used
to calculate expected credit losses for agree-
ments in Stage 1 and Stage 2 (and for a small
portfolio of homogeneous claims in Stage 3), and
for an explanation of concepts such as PD, EAD
and LGD, expected maturity, significant increase
in credit risk and macroeconomic information,
see the ‘Credit risks’ section in note G2. For sen-
sitivity analyses for expected credit losses, see
note G10.

Manual calculation

Assets in Stage 3 are tested for impairment on
an individual basis using a manual calculation
(with the exception of a small portfolio of homo-
geneous claims which have a model-calculated
provision in Stage 3). This testing is carried out
on aregular basis and in conjunction with every
reporting date by the local branch with business
responsibility (unit with customer and credit
responsibility) and is decided by the regional and
central credit departments.

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

Impairment testing involves an estimation of
the future cash flows and the value of the collat-
eral (including guarantees). Consideration is
normally given to at least two forward-looking
scenarios for expected cash flows, based on
both the customer’s repayment capacity and
the value of the collateral. The outcome of these
scenarios is probability-weighted and dis-
counted with the loan’s original effective interest
rate. The scenarios used can take into account
both macroeconomic and agreement-specific
factors, depending on what is deemed to affect
the individual counterparty’s repayment capac-
ity and the value of the collateral. The assess-

ment takes into account the specific character-
istics of the individual counterparty.

An impairment loss is recognised if the esti-
mated recoverable amount is less than the car-
rying amount.

Expert-based calculation
Expert-based calculation is carried out for credit
losses, in order to incorporate the estimated
impact of factors not deemed to have been con-
sidered in the model (Stage 1, Stage 2 and
a small portfolio of homogeneous claims in Stage
3), or which have not been considered in manual
calculations (Stage 3). The model-based calcula-
tions are constructed with the ambition of mak-
ing as accurate estimations as possible of the
individual contributions to the overall provision
requirement. However, it is very difficult to incor-
porate all of the particular characteristics that
define an individual agreement into a general
model. For this reason, a manual analysis is car-
ried out of the agreements which give the largest
contributions to the overall provision require-
ment. The manual analysis aims to apply expert
knowledge about the individual credits to an
assessment of whether the model-based or
manual calculations need to be replaced with an
expert-based calculation. An expert-based cal-
culation may entail either a higher or lower provi-
sion requirement than the original calculation.
Expert-based calculation can also be carried
out at a more aggregate level to adjust the
model-based calculations for a sub-portfolio
or similar. These adjustments are distributed
proportionally over the agreements involved.
An expert-based calculation may entail either
a higher or lower provision requirement than
the original calculation.

Recognition and presentation of credit losses

* Financial assets measured at amortised cost
are recognised on the balance sheet at their
net amount, after the deduction of expected
credit losses.

o Off-balance sheet items (financial guarantees
and irrevocable loan commitments) are recog-
nised at their nominal amounts. Provisions for
expected credit losses on these instruments
are recognised as a provision on the balance
sheet.

e Financial assets at fair value through other
comprehensive income are recognised at fair
value on the balance sheet. Provisions for
expected credit losses on these instruments
are recognised in the fair value reserve in
equity and do not, therefore, reduce the carry-
ing amount of the instrument.

e For financial assets measured at amortised
cost and off-balance sheet items, the period’s
credit losses (expected and actual) are recog-
nised in the income statement under the item
Credit losses. The item Credit losses consists
of the period’s provisions for expected credit
losses, less reversals of previous provisions,
as well as write-offs and recoveries during
the period.
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e For financial assets measured at fair value
through other comprehensive income, the
credit losses for the period (expected and
actual) are recognised in the income state-
ment under the item Net gains/losses on
financial transactions.

e Write-offs consist of actual credit losses, less
reversals of previous provisions for expected
credit losses in Stage 3 and may refer to either
the entirety or parts of a financial asset. Write-
offs are recorded when there is deemed to be
no realistic possibility of repayment. Following
a write-off, the claim on the borrower and any
guarantor normally remains and is thereafter,
as arule, subject to enforcement activities.
Enforcement activities are not pursued in cer-
tain situations, such as when a trustee in
bankruptcy has submitted their final accounts
of the distribution of assets in conjunction with
the bankruptcy, when a scheme of arrange-
ment has been accepted or when a claim has
been conceded in its entirety. Claims for
which a concession is granted in conjunction
with a restructuring of financial assets are
always recognised as actual credit losses.

e Payments to the Bank in relation to written-off
financial assets are recognised in income as
recoveries.

Further information on credit losses is provided in
note G10.

Default/Credit-impaired asset

The Bank’s definition of default is identical to the
definition applied in the Capital Requirements
Regulation (CRR), entailing either that the coun-
terparty is over 90 days overdue with a payment
or that an assessment has been made that the
counterparty will be unable to fulfil its contractual
payment obligations. Such an assessment
implies that it is deemed to be more likely that the
borrower will be unable to pay than that they will
be able to pay. The assessment is founded on all
available information about the borrower’s repay-
ment capacity. Consideration is given to indica-
tors of insolvency such as insufficient liquidity,
late and cancelled payments, records of
non-payment or other signs of impaired repay-
ment capacity. Other signals may include the
borrower entering into bankruptcy or the grant-
ing of a substantial forbearance measure entail-
ing a decrease in the value of the Bank’s claim
on the borrower.

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

A credit-impaired financial asset, which is an
exposure in Stage 3, is defined as an exposure
in default. This means that the assessment for
accounting purposes is consistent with the
assessment used in the Group’s credit risk
management.
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Interest

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

In Stage 3, interest income is recognised net,
that is, taking into account impairment. Interest
rate effects arising due to discounting effects,
attributable to the decrease of the period until
the expected payment, result in a reversal of pre-
viously provisioned amounts and are recognised
as interest income in accordance with the effec-
tive interest method.

Valuation of repossessed property

and equipment to protect claims

Upon initial recognition, repossessed property
and equipment is recognised at fair value on the
balance sheet. Repossessed property and
equipment (including repossessed lease assets)
which is expected to be divested in the near
future is valued at the lower of the carrying
amount and fair value less costs to sell. Repos-
sessed property which is not expected to be
divested in the near future is reported as invest-
ment properties at fair value through profit or
loss. Unlisted shareholdings taken over to pro-
tect claims are normally recognised at fair value
through profit or loss.

Modified financial assets

Aloan is seen as modified when the terms and
provisions which determine the cash flows are
amended relative to those in the original agree-
ment as the result of forbearance measures or
commercial renegotiations. Forbearance meas-
ures refer to changes in terms and conditions in
conjunction with restructurings or other financial
relief measures. Such changes are implemented
with the objective of securing repayment in full,
or of maximising the repayment of the outstand-
ing loan amount, from lenders experiencing, or
facing, financial difficulties. Commercial renegoti-
ations refer to changes to terms and conditions
which are not related to a borrower’s financial dif-
ficulties, such as changes in the cash flow for a
loan arising due to changes in the market condi-
tions for repayment or interest.

If the cash flows from a financial asset which
is classified as measured at amortised cost have
been modified, but the cash flows have not sig-
nificantly changed, the modification does not
normally cause the financial asset to be derecog-
nised from the balance sheet. In such cases, the
gross carrying amount is recalculated on the
basis of the changed cash flows of the financial
asset, and the adjustment amount is recognised
in the income statement.

As there may be various reasons for carrying
out a modification, there is no unconditional con-
nection between modifications and assessed
credit risk. When a financial asset is subject to
forbearance measures and the asset remains on
the balance shest, it is classified in Stage 2 or
Stage 3, based on the outcome of the assess-

ment made when granting the forbearance
measure. The assessment involves a check of
whether a provision is required for credit loss,

or other circumstance which results in classifica-
tion in Stage 3.

If a financial asset is modified in a way that
results in significantly changed cash flows, the
modified financial asset is derecognised from the
balance sheet and replaced with a new agree-
ment. In such cases, the modification date con-
stitutes the initial recognition date for the new
agreement and this date is used thereafter for
the calculation of expected credit losses and for
the assessment of whether there has been a sig-
nificant increase in the credit risk since the initial
recognition.

For a description of the accounting treatment
of modifications implemented due to the Interest
Rate Benchmark Reform, see section 11 Hedge
accounting and the Interest Rate Benchmark
Reform.

11. HEDGE ACCOUNTING AND THE
INTEREST RATE BENCHMARK REFORM
Handelsbanken has elected to continue to apply
the hedge accounting rules in IAS 39, in accord-
ance with the transitional rules in IFRS 9. The
Group applies different methods for hedge
accounting, depending on the purpose of the
hedge. Derivatives — mainly interest rate swaps
and cross-currency interest rate swaps — are
used as hedging instruments. In addition, when
hedging foreign exchange risks related to net
investments in foreign operations, liabilities in the
functional currency of the respective foreign
operation are used as a hedging instrument. As
part of the Group’s hedging strategies, the value
changes of a hedging instrument are sometimes
divided into separate components and included
in more than one hedge relationship. Therefore,
one and the same hedging instrument can
hedge different risks. Division of hedging instru-
ments is only done if the hedged risks can clearly
be identified, the efficiency can be reliably meas-
ured, and the total value change of the hedging
instrument is included in any hedge relationship.
Cash flow hedges are applied to manage
exposures to variations in cash flows relating to
changes in the floating interest rates on lending
and funding. The expected maturity for this type
of lending and funding is normally much longer
than the interest rate adjustment period, which is
very short. Cash flow hedging is also used to
hedge foreign exchange risk in future cash flows
deriving from lending and funding. Foreign
exchange risks deriving from intragroup mone-
tary items can also be subject to this type of
hedging, if they give rise to currency exposures
which are not fully eliminated on consolidation.
Derivatives which are hedging instruments in
cash flow hedges are measured at fair value. If
the derivative’s value change is effective — that is,
it corresponds to future cash flows related to the
hedged item — it is recognised as a component
of Other comprehensive income and in the
hedge reserve in equity. Ineffective components
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of the derivative’s value change are recognised in
the income statement under Net gains/losses on
financial transactions. When a cash flow hedge is
terminated early, the cumulative gain or loss on
the hedging instrument previously recognised in
other comprehensive income is amortised under
Net gains/losses on financial transactions during
the period in which the hedged cash flows are
expected to occur. If cash flow hedges are termi-
nated early and the hedged cash flows are no
longer expected to occur, the accumulated
value change is reclassified in the hedge reserve
to Net gains/losses on financial transactions.

Fair value hedges are used to protect the
Group against undesirable impact on profit/loss
due to exposure to changes in market prices.
Fair value hedges are applied for individual
assets and liabilities and for portfolios of financial
instruments. Hedged risks in hedging packages
at fair value comprise the interest rate and for-
eign exchange risk on lending and borrowing at
fixed interest rates and also lending with interest
rate caps. The hedging instruments in these
hedging relationships consist of interest rate
swaps, Cross-currency interest rate swaps and
interest rate options. In the case of fair value
hedges, the hedge instrument and hedged risk
are both recognised at fair value. Changes in
value are recognised directly in the income state-
ment under Net gains/losses on financial trans-
actions. When portfolio hedging is applied, the
value of the hedged item is reported as a sepa-
rate line item in the balance sheet in conjunction
with Loans to the public. When fair value hedges
are terminated early, the accrued value change
on the hedged item is amortised under Net
gains/losses on financial transactions during the
remaining time to maturity. When a fair value
hedge is terminated early, and the hedged item
no longer exists, the value change generated is
reversed directly under Net gains/losses on
financial transactions. Accumulated changes in
the value of portfolio hedges which have been
terminated early are reported on the balance
sheet under Other assets.

Hedging of net investments in foreign units
is applied to protect the Group from exchange
differences due to operations abroad. Cross-
currency interest rate swaps and loans in foreign
currencies are used as hedging instruments. The
hedged item in these hedges is made up of net
investments in the form of direct investments, as
well as claims on foreign operations that are not
expected to be settled in the foreseeable future.
Loans in foreign currency that hedge net invest-
ments in foreign operations are recognised in the
Group at the exchange rate on the balance sheet
date. The effective part of the exchange differ-
ences for such loans is recognised as a compo-
nent of Other comprehensive income and in the
translation reserve in equity. The effective part of
changes in value in cross-currency interest rate
swaps that hedge foreign exchange risk in claims
on foreign operations is recognised in the same
manner. The ineffective components of hedges
of net investments in foreign operations are rec-
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ognised in the income statement under
Net gains/losses on financial transactions.

Interest Rate Benchmark Reform

There are temporary exemptions from applying
certain specific hedge accounting requirements
for all hedging relationships directly affected by
the Interest Rate Benchmark Reform. The pur-
pose of the temporary exemptions is to prevent
the break-up of otherwise effective hedging rela-
tionships solely due to the uncertainty brought
about by the Interest Rate Benchmark Reform.
A direct impact on the hedging relationship exists
only if this causes uncertainty about the bench-
mark rate relating to the hedged risk and/or
dates or amounts regarding cash flows from the
hedged item or hedging instrument that are
based on the benchmark rate. The uncertainty
about the benchmark rate will persist until such
time as a decision has been made about which
rate will be the alternative interest rate, as well as
about if and when the reform will be imple-
mented, including a specification of the effects
on individual contracts.

When modifications of financial assets and
financial liabilities are implemented as a direct
consequence of the Interest Rate Benchmark
Reform, the modifications are recognised as a
change in the effective interest. Any gains or
losses arising due to the modification are thus
not recognised. For the exemption to be applica-
ble, a modification must have been directly
necessitated by the Interest Rate Benchmark
Reform, and the new basis for determining the
cash flows must be economically equivalent to
the previous basis. In addition, certain exemp-
tions from hedge accounting requirements are
permissible when existing reference rates in
hedging relationships are replaced with alterna-
tive reference rates, as a means to ensure that
hedging relationships do not need to be discon-
tinued solely due to the Interest Rate Benchmark
Reform.

For more information, see note G22 Hedge
accounting and the Interest Rate Benchmark
Reform.

12. LEASES
The Bank as lessor
A lessor must classify all leases as either finance
leases or operating leases. A finance lease sub-
stantially transfers all the risks and rewards inci-
dental to legal ownership of the leased asset
from the lessor to the lessee. Other leases are
classified as operating leases. All leases where
the Group is the lessor have been defined as
finance leases. Lease agreements of this kind are
accounted for as loans on the balance sheet, ini-
tially for an amount corresponding to the net
investment. Lease fees received are recognised
on a continual basis as interest income or repay-
ments.

Net investments in finance leases are subject
to impairment testing in accordance with IFRS 9,
in the same way as financial assets measured at
amortised cost.

The Bank as lessee

At the commencement of a lease agreement,
the lessee recognises a lease liability and right-
of-use asset. The lease liability is initially recog-
nised at the present value of future lease fees,
discounted by the Bank’s incremental borrowing
rate. Lease fees included in the valuation of the
lease liability are primarily comprised of fixed fees
and variable index-linked charges. The right-of-
use asset is initially recognised at cost, which
corresponds to the original valuation of the lease
liability, prepaid lease fees, any initial direct
expenditure, and an estimation of future restora-
tion costs. Restoration costs are only included in
the cost of acquisition when these are an obliga-
tion under the terms of the lease.

In subsequent valuations of the lease liability,
the carrying amount increases due to interest
and decreases in accordance with lease pay-
ments made. In addition, the lease liability may
increase or decrease in conjunction with reas-
sessments of or amendments to the lease
agreement. In subsequent valuations of the
right-of-use asset, the asset is measured at cost
less accumulated depreciation and any impair-
ment, taking into account any revaluations of the
lease liability. The right-of-use asset is depreci-
ated over the term of the lease. Right-of-use
assets are tested for impairment in accordance
with IAS 36 Impairment of Assets. See the
section on impairment testing under point 15.

The right-of-use assets are included in the
Property and equipment balance sheet item,
while the lease liability is included in the Other
liabilities balance sheet item.

Lease agreements with a term of less than
12 months, or for which the underlying asset is of
alow value, are recognised as an expense on a
straight-line basis over the term of the lease, and
are thus not included in lease liabilities and right-
of-use assets.

13. INSURANCE OPERATIONS

The Group’s insurance operations are run
through the subsidiary Handelsbanken Liv. Prod-
ucts consist mainly of legal life insurance in the
form of traditional life insurance, unit-linked insur-
ance and risk insurance in the form of health
insurance and waiver of premium.

Classification and unbundling

of insurance contracts

Contracts that include significant insurance risk
are classified in the consolidated accounts as
insurance contracts. ‘Insurance risk’ refers to
risk other than financial risk that is transferred
from the contract’s owner to the issuer. Con-
tracts that do not transfer significant insurance
risk are classified in their entirety as investment
contracts. Generally, this means that insurance
policies with repayment cover are classified as
investment contracts and other contracts are
classified as insurance contracts. Insurance con-
tracts consisting of both insurance components
and savings (financial components) are unbun-
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dled and recognised separately in accordance
with the principles described below.

Accounting for insurance components

in insurance contracts

Premium income and insurance claims paid

for insurance contracts are recognised in the
income statement as a net amount under the
item Risk result — insurance. The change in the
Group’s insurance liability is also reported under
this item.

Premiums received which have not yet been
recognised as income are carried as a liability for
paid-in premiums under Insurance liabilities on
the balance sheet. The balance-sheet item Insur-
ance liabilities also includes liabilities for sickness
annuities, life annuities and other outstanding
claims. The insurance liability is valued by dis-
counting the expected future cash flows relating
to insurance contracts entered into. The valua-
tion is based on assumptions concerning inter-
est, longevity, health and future charges. The
assumptions concerning longevity vary depend-
ing on when the policy was taken out and take
into account expected future increases in lon-
gevity. The assumptions concerning fees also
depend on when the policy was taken out. Prin-
cipally, this means a fee that is proportional to
the premium and a fee that is proportional to the
life insurance provisions. Applied assumptions
regarding the beneficiaries’ future health are
based on internally accrued experience and vary
depending on the product. Interest rate assump-
tions are based on current market rates and
depend on the maturity of the liability. The
Group’s insurance liabilities are subject to regular
review, at least annually, to ensure that the
reported insurance liability is sufficient to cover
expected future claims. If necessary, an addi-
tional provision is made. The difference is recog-
nised in the income statement.

Accounting for investment contracts and
financial components of insurance contracts
Incoming and outgoing payments referring to
customers’ savings capital originating in invest-
ment contracts and financial components of
insurance contracts are recognised directly on
the balance sheet as deposits and withdrawals.
The financial components of traditional life
insurance policies that are separated from the
insurance contract are recognised on the bal-
ance sheet as borrowing from the public. These
liabilities are valued at the higher of the guaran-
teed amount and the current value of the insur-
ance contract. The guaranteed amount earns
interest at the guarantee rate of interest and cor-
responds to the amortised cost of the insurance
contract. The current value of the insurance con-
tract is equal to the value of the assets managed
on behalf of the policyholders, and earns interest
with a return that is based on the total return for
the assets with a deduction for any yield split.
The yield split implies that the insurer is allocated
a contracted part of the total return if this return
exceeds the guaranteed return during the calen-
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dar year. The calculation is performed annually
and is accumulated for each individual insurance
contract. This means that the conditional bonus
is reduced in those cases where the yield in an
individual year is less than the guaranteed inter-
est rate and vice versa. The share that accrues to
the Group under the yield split model is reported
as Fee and commission income. If the yield

is less than the guaranteed yield per contract,
the difference is recognised in the income state-
ment under Net gains/losses on financial trans-
actions.

Assets and liabilities arising from unit-linked
insurance contracts are recognised at fair value
on the balance sheet under the items Assets/
Liabilities where the customer bears the value
change risk, respectively.

Premium fees, asset fees and administrative
charges for investment contracts and insurance
contracts are recognised in the income state-
ment under Fee and commission income. Acqui-
sition costs are recognised directly in the income
statement.

Reinsurance

The reinsurer’s share of the Group’s insurance
liabilities is recognised under Reinsurance assets
on the balance sheet.

14. INTANGIBLE ASSETS

Recognition in the balance sheet

An intangible asset is an identifiable, non-mone-
tary asset without physical form. An intangible
asset is only recognised on the balance sheet if
the probable future economic benefits attributa-
ble to the asset will flow to the Group and if the
acquisition cost can be reliably measured. This
means that internally generated values in the
form of goodwiill, trademarks, customer data-
bases and similar are not recognised as assets
on the balance sheet.

Investments in software developed in-house
are carried as an expense on a current basis to
the extent that the expenditure refers to mainte-
nance of existing business operations or soft-
ware.

Agreements with suppliers that provide the
Bank with a cloud service that involves access to
the supplier’s application, platform or infrastruc-
ture for the duration of the agreement comprise
service contracts. Fees for a cloud service are
charged to expenses on an ongoing basis for the
duration of the contract. Any charges paid in
advance are recognised as an asset, i.e. prepaid
expenses. Fees for configuration and adapta-
tions of a cloud service are charged to expenses
when a supplier renders the services in question.
When configuration and adaptations are an inte-
gral part of the cloud service and are undertaken
by the supplier of the cloud service, or a
sub-contractor to the supplier, the fee is charged
to expenses on an ongoing basis for the duration
of the agreement. Any charges paid in advance
are recognised as prepaid expenses.

In the case of in-house development of new
software, or development of existing software

for new business operations, the expenditure
incurred that can be reliably measured, is capi-
talised from the time when it is probable that
economic benefit will arise. Expenditure arising
from borrowing costs is capitalised from the
date on which the decision was made to capi-
talise expenditure for the development of

an intangible asset.

When accounting for business combinations,
the acquisition price is allocated to the value of
acquired identifiable assets, liabilities and contin-
gent liabilities in the acquired business. These
assets may also include intangible assets that
would not have been recognised on the balance
sheet if they had been acquired separately or
internally generated. The part of the acquisition
price in a business combination that cannot be
allocated to identifiable assets and liabilities is
recognised as goodwill.

Goodwill and intangible assets with

an indefinite useful life

Goodwill and other intangible assets with an
indefinite useful life are recorded at cost less any
impairment losses. These assets are tested
annually for impairment when preparing the
annual report or when there is an indication that
the asset is impaired. Impairment testing is per-
formed by calculating the recoverable amount of
the assets, i.e. the higher of the value in use and
the fair value less costs to sell. As long as the
recoverable amount exceeds the carrying
amount, no impairment loss needs to be recog-
nised. Impairment losses are recognised directly
in the income statement.

Since it is not possible to differentiate between
cash flows arising from goodwill and cash flows
arising from other assets, impairment testing of
goodwill takes place at the level of cash-generat-
ing unit. A cash-generating unit is the smallest
identifiable group of assets that generates cash
inflows that are largely independent of the cash
inflows from other assets or groups of assets.
Goodwillis followed up at business segment
level. Material assessments and assumptions in
the impairment testing of goodwill are described
in note G24. Previously recognised impairment
losses on goodwill are not reversed.

Intangible assets

with a finite useful life

Intangible assets for which it is possible to estab-
lish an estimated useful life are amortised. The
amortisation is on a straight-line basis over the
useful life of the asset. Currently this means that
customer contracts are amortised over 20 years
and that internally developed software is nor-
mally amortised over five years. In certain infra-
structure projects, the useful life is assessed to
be more than five years. For these types of
investment, the amortisation period is up to

15 years. Brand names which are subject to
amortisation are amortised over five years. The
amortisation period is tested on an individual
basis at the time of new acquisition and also
continually if there are indications that the useful
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life may have changed. Intangible assets with

a finite useful life are reviewed for impairment
when there is an indication that the asset may

be impaired. The impairment test is performed
according to the same principles as for intangible
assets with an indefinite useful life, i.e. by calcu-
lating the recoverable amount of the asset.

15. PROPERTY AND EQUIPMENT

The Group’s tangible non-current assets consist
of property and equipment. With the exception
of repossessed properties to protect claims,
these assets are recorded at cost of acquisition
less accumulated depreciation and impairment
losses.

Depreciation is based on the estimated useful
lives of the assets. A linear depreciation plan is
usually applied. The estimated useful lives are
reviewed annually. The tangible assets that con-
sist of components with different estimated use-
ful lives are sub-divided into different categories
with separate depreciation plans. Such depreci-
ation of components is normally only applied for
real property. Only components of the property
whose acquisition costs are substantial in rela-
tion to the total acquisition cost are separately
depreciated. The remaining parts of the real
property (building structure) are depreciated as
a whole over their expected useful life. Currently,
the useful life for the building structure is 100
years, for water and drains 35 years, for roofs 30
years, for frontage, heating, ventilation and elec-
tricity 25 years, for lifts 20 years and for perma-
nent equipment, service facilities etc. in buildings
10 years. Personal computers and other IT
equipment are usually depreciated over three
years and investments in bank vaults and similar
investments in premises over 10 years. Other
equipment is normally depreciated over five years.

Impairment testing of property and equipment
is carried out when there is an indication that the
value of the asset may have decreased. Impair-
ment loss is recognised in cases where the
recoverable amount is less than the carrying
amount. Any impairment losses are recognised
immediately in the income statement. An impair-
ment loss is reversed if there is an indication that
there is no longer any impairment loss and there
has been a change in the assumptions under-
pinning the estimated recoverable amount.

16. PROVISIONS

Provisions consist of recognised expected nega-
tive outflows of resources from the Group and
which are uncertain in terms of timing or amount.
Provisions are reported when the Group, as a
consequence of past events, has a legal or con-
structive obligation, and it is probable that an
outflow of resources will be required to settle the
obligation. For recognition it must be possible to
estimate the amount reliably. The amount recog-
nised as a provision corresponds to the best
estimate of the expenditure required to settle the
obligation at the balance sheet date. The
expected future date of the settlement is taken
into account in the estimate.
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Provisions are reported for restructuring.
Restructuring refers to major organisational
changes, for example when employees receive
termination benefits relating to early termination
of employment, or branches are closed. In order
for a provision to be reported, a restructuring
plan must have been established and communi-
cated so that a valid expectation has been cre-
ated in those affected, that the enterprise will
carry out the restructuring. A restructuring provi-
sion only includes the direct expenditures arising
from the restructuring and which are not related
to the future operations.

17. EQUITY
Equity comprises the components described
here.

Share premium reserve

The share premium reserve comprises the
options component of issued convertible debt
instruments and the amount that in the issue
of shares and conversion of convertible debt
instruments exceeds the quotient value of the
shares issued.

Hedge reserve

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

Fair value reserve

Unrealised changes in the value of financial
assets classified as measured at fair value
through other comprehensive income are recog-
nised in the fair value reserve. Furthermore, the
fair value reserve includes provisions for
expected credit losses on debt instruments clas-
sified as measured at fair value through other
comprehensive income. Realised changes in the
value of these debt instruments are reclassified
from the fair value reserve to the income state-
ment. Realised changes in the value of equity
instruments classified as measured at fair value
through other comprehensive income are reclas-
sified from the fair value reserve to retained
earnings.

Translation reserve

The translation reserve comprises unrealised for-
eign exchange effects arising due to translation
of foreign units to the presentation currency of
the consolidated accounts. In addition, effective
parts of hedges of net investments in foreign
operations are recognised in the translation
reserve.

Defined benefit pension plans

The item Defined benefit pension plans is com-
prised of actuarial gains and losses on the pen-
sion obligation, as well as the return on plan
assets that exceeds or falls below the return
based on the discount rate.

Retained earnings including
profit for the year
Retained earnings comprise the profits gener-
ated from the current and previous financial
years. Dividends and repurchases of own shares
are reported as deductions from retained earnings.
Realised gains/losses which are attributable to
equity instruments classified as measured at fair
value through other comprehensive income are
reclassified from the fair value reserve to retained
earnings.

Non-controlling interest

Non-controlling interest consists of the portion of
the Group’s net assets that is not directly or indi-
rectly owned by holders of the parent company’s
ordinary shares. Non-controlling interest is
recorded as a separate component of equity.

Accounting for own shares

Repurchased own shares are not recognised as
assets but are offset against retained earnings in
equity.

18. INCOME

Net interest income

Interest income and interest expenses are recog-
nised as Net interest income in the income state-
ment, with the exception of interest flows deriv-
ing from financial instruments mandatorily
measured at fair value through profit or loss,
which are recognised under Net gains/losses on
financial transactions, where the overall activity in
the trading book is recognised.

Interest income and interest expenses for
financial instruments at amortised cost are cal-
culated and recognised by applying the effective
interest method or, where considered appropri-
ate, by applying a method that results in an
amount constituting a reasonable estimate of the
results of a calculation based on the effective
interest method. Effective interest includes fees
which are considered an integral part of the
effective interest rate of a financial instrument
(generally fees compensating for risk). The effec-
tive interest rate corresponds to the rate used
to discount future contractual cash flows to the
carrying amount of the financial asset or liability.

Net interest income also includes interest from
derivative instruments recognised through hedge
accounting and interest from derivatives in eco-
nomic hedges, as these hedge items for which
the interest flows are recognised under Net inter-
est income.

In addition to interest income and interest
expenses, net interest income includes fees for
state guarantees, such as deposit guarantees
and the resolution fee.

Revenue from contracts with customers

The standard for Revenue from contracts with
customers, IFRS 15, is applied for different types
of services which are mainly recognised under
Fee and commission income in the income
statement. IFRS 15 is also applicable to certain
services included in the item Other income.
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However, Other income does not, in all material
respects, refer to income from contracts with
customers.

The income is recognised at the point in time
at which the performance obligation is satisfied,
which corresponds to the transfer of control over
the service to the customer. The total income is
divided between each service and recognition in
income depends on whether the services are ful-
filled at a specific point in time, or over time.

The following principles apply to when income

is recognised:

¢ Income earned gradually as the services are
performed, such as management fees in asset
management, is recognised at the rate these
services are delivered, i.e. on a straight-line
basis over time. This is due to the fact that the
customer receives and consumes the service
simultaneously, meaning that the Bank’s obli-
gation is fulfilled in line with the rendering of
the service.

® Income attributable to a specific service or
action is recognised when the service has
been performed, i.e. at a specific point in time.
Examples of such income are brokerage and
payment commissions.

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

Payments are made on a regular basis as the
services are performed and advance payments
refer to a maximum of 12 months into the future.
Accrued income is recognised for services which
have been performed but have not yet been paid
for. Deferred income is recognised for payments
received for services which have not yet been
performed. Income from contracts with custom-
ers constitutes an immaterial proportion of the
items Accrued income and Deferred income.
Additional expenditure required to obtain a con-
tract with a customer is not recognised as an
asset (prepaid expense), and is instead recog-
nised as an expense during the accounting
period in which it arises.

Net fee and commission income

Income and expense for various kinds of ser-
vices are recognised in the income statement
under the items Fee and commission income
and Fee and commission expense, respectively.
This means that brokerage income and various
types of management fees are recognised as
commissions. Other forms of income recognised
as commissions are payment commissions and
card fees, premiums for financial guarantees
issued, and commissions from insurance opera-
tions. Guarantee commissions that are compa-
rable to interest and fees that constitute inte-
grated components of financial instruments and
therefore are included when calculating the
effective interest are recognised under Net inter-
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estincome and not commissions. Fee and
commission expense is transaction-based and
directly related to transactions for which the
income is recognised as Fee and commission
income.

Other income

The item Other income is primarily comprised

of rental income and capital gains/losses arising
from the divestment of participating interests in
subsidiaries, associates and joint ventures. Other
income therefore does not, in all material
respects, refer to income from contracts with
customers.

Net gains/losses on financial transactions
Net gains/losses on financial transactions
includes all items with an impact on profit or loss
that arise when measuring financial assets and
liabilities at fair value through profit or loss, and
when financial assets and liabilities are realised
(with the exception of equity instruments classi-
fied as measured at fair value through other
comprehensive income).

e Gains/losses on financial instruments at amor-
tised cost consist of realised gains and losses
on financial assets and liabilities classified as
measured at amortised cost, such as early
repayment charges for loans redeemed ahead
of time, and capital gains/losses generated
from repurchases of the Bank’s own issued
securities.

e Gains/losses on financial instruments at fair
value through other comprehensive income
consist of realised gains and losses on inter-
est-bearing securities classified as measured
at fair value through other comprehensive
income. Realised gains and losses are reclas-
sified from other comprehensive income to
Net gains/losses on financial transactions in
conjunction with a divestment/sale. The item
also includes credit losses (expected and
actual) on these assets.

e Gains/losses on financial instruments meas-
ured at fair value through profit or loss, fair
value option, consist of unrealised and real-
ised changes in the value of financial assets
and liabilities that upon initial recognition were
identified as measured at fair value through
profit or loss.

e Gains/losses on financial instruments meas-
ured at fair value through profit or loss, man-
datory, consist of unrealised and realised
changes in value, dividend income and inter-
est (with the exception of interest deriving
from derivatives used to hedge items for
which the interest flow is recognised in net
interest income) on financial assets and liabili-
ties held for trading, or which are managed
and evaluated on the basis of fair value.

e Fair value hedges consist of unrealised and
realised changes in the value of hedging
instruments, and the hedged risk component
in financial assets and liabilities which consti-
tute hedged items in fair value hedges. Inef-
fective portion of cash flow hedges consists of

changes in the value of hedging instruments
which do not correspond to future cash flows
attributable to the hedged item.

e (Gains/losses on the financial component in an
insurance contract consist of the gain or loss
arising if the return is less than the guaranteed
interest.

Dividend

Dividends on shares measured at fair value
through other comprehensive income are recog-
nised in the income statement under the item
Other dividend income. Dividends on shares
measured at fair value through profit or loss are
recognised in the income statement under the
item Net gains/losses on financial transactions.
Dividends on shares in associates and joint ven-
tures are not included in the Dividends item in
the income statement. The recognition of Share
of profit of associates and joint ventures is
described in section 4.

19. EMPLOYEE BENEFITS

Staff costs

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

Accounting for pensions

Post-employment benefits consist of defined
contribution plans and defined benefit plans.
Benefit plans under which the Group pays fixed
premiums into a separate legal entity, and sub-
sequently has no legal or constructive obliga-
tions, are accounted for as defined contribution
plans. The value change risk until the funds are
paid out is borne by the employee. Premiums
paid for defined contribution plans are recog-
nised in the income statement as staff costs as
they arise, by means of the employee rendering
services to the company and the fees for these
services falling due for payment. Other post-
employment benefit plans are accounted for as
defined benefit plans. For defined benefit pen-
sion plans, the pension payable is based on the
salary and period of employment, implying that
the employer bears all the material risks for fulfill-
ing the pension obligation. For defined benefit
plans, the present value of the pension commit-
ment is recognised as a pension obligation. For
the majority of defined benefit plans, the Group
has kept plan assets, for the purpose of covering
the obligation, separately in pension foundations
and a pension fund. For defined benefit plans,
the pension obligations minus the fair value of
the plan assets are reported as a net liability on
the balance sheet. Actual gains and losses on
the pension obligation arising when the actual
outcome deviates from assumptions are recog-
nised in other comprehensive income, as is the
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difference between actual return and estimated

interest income on the plan assets.

The pension cost for defined benefit plans is
recognised in the income statement as a staff
cost and is comprised of the following items:

e Cost of accrued pension rights for the year,
referring to the year’s proportion of the calcu-
lated final total pension payment. The calcula-
tion of accrued pension rights is based on an
estimated final salary and is subject to actuar-
ial assumptions.

¢ Interest expenses on the pension obligation
arising due to the increase in the present value
of the pension liability during the year since
the period up to payment has decreased. The
interest rate applied in calculating interest
expense for the year is the current corporate
bond rate (the rate at the start of the year)
for maturities corresponding to the period
remaining until the pension liability is due to
be disbursed.

e Estimated interest income (yield) on the plan
assets, for which the same interest rate
is applied as when establishing the year’s
interest expenses on pension obligations.

e The estimated cost of special payroll tax,
which is accrued using the same principles
as for the underlying pension cost.

Calculation of costs and obligations resulting
from the Group’s defined benefit plans depends
on several assessments and assumptions which
may have a considerable impact on the amounts
reported. A more detailed description of these
assumptions and assessments is provided in
section 21 and in note G8.

20. TAXES

The tax expense for the period consists of cur-
rent tax and deferred tax. Current tax refers to
taxes relating to the period’s, or previous peri-
ods’, taxable result. Deferred tax is tax referring
to temporary differences between the carrying
amount of an asset or liability and its taxable
value. Deferred taxes are valued at the tax rate
which is deemed to be applicable when the item
is realised. Deferred tax claims related to deduct-
ible temporary differences and loss carry for-
wards are only recognised if it is probable that
they will be utilised. Deferred tax liabilities are
carried at nominal value. Tax is recognised in
the income statement, either in Other compre-
hensive income or directly in equity depending
on where the underlying transaction is reported.

21. ESTIMATES AND

MATERIAL ASSESSMENTS

In certain cases, the application of the Group’s
accounting policies means that assessments
must be made that have a material impact on
amounts reported. The amounts reported are
also affected, in a number of cases, by estimates
and assumptions about the future. Such
assumptions always imply a risk for adjustment
of the reported value of assets and liabilities. The
assessments and assumptions applied always
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reflect the management’s best and fairest
assessments and are continually subject
to examination and validation.

The assessments and assumptions that have
had a material impact on the financial reports are
described below.

Estimates and material assessments concerning

the following areas are provided in specific notes:

e financial instruments measured at fair value,
see note G41, Fair value measurement of
financial instruments

e impairment testing of goodwill, see note G24,
Intangible assets

e claims in civil suits, see note G35, Provisions.

When preparing the annual report, certain critical
assessments have been made due to uncer-
tainty surrounding the matter of the potential
effects of Covid-19 on the reporting. Areas spe-
cifically taken into account have been impair-
ment testing for goodwill, loans to the public and
loans to credit institutions. No other areas are
assessed as being affected by Covid-19. None
of the effects of Covid-19 have been assessed
as having an impact on the Bank’s status as a
going concern. For more information on the
above areas, see notes G2, G10 and G24.

Actuarial calculation of defined benefit
pension plans

Calculation of the Group’s expense and obliga-
tions for defined benefit pensions is based on a
number of actuarial, demographic and financial
assumptions that have a significant impact on
the recognised amounts. Note G8 contains a list
of the assumptions used when calculating this
year’s provision. The calculation of defined bene-
fit obligations for employees in Sweden is based
on DUS14, which are assumptions on longevity
that are generally accepted in the market, based
on statistics produced by Insurance Sweden.
The assumptions on future salary increases and
inflation are based on the anticipated long-term
trend.

The discount rate is based on a number of
first-class corporate bonds with varying maturi-
ties. For corporate bonds with maturities corre-
sponding to the estimate average maturity of the
pension obligation, this being 20 years, the dis-
count rate is determined of the basis of market
interest rates. Due to the fact that there are too
few issuers of first-class corporate bonds with
a maturity corresponding to that of the pension
obligation, the Bank uses first-class corporate
bonds with a shorter maturity as a supplemen-
tary basis to determine the discount rate. For
these, the discount rate is determined on the
basis of a yield curve. The yield curve is con-
structed as a spread over the Swedish swap
curve. The spread, which is based on corporate
bonds, excluding own issues, is applied to the
swap curve. In this way, a yield curve is modelled
and a 20-year yield can be derived from this.

Note G8 provides a sensitivity analysis of the
Group’s defined benefit obligation for all major

actuarial assumptions. This shows how the obli-
gation would have been affected by reasonably
feasible changes in these assumptions.

Credit losses

The calculation of expected credit losses
involves a number of assumptions and assess-
ments. The valuation of expected credit losses
is inherently associated with a certain degree
of uncertainty. Areas involving a high degree of
assumptions and assessments are described
below under the respective headings.

Future-oriented information

in macroeconomic scenarios

Handelsbanken continuously monitors macro-
economic developments, with a particular focus
on the home markets. Through this monitoring,
the Bank develops the macroeconomic scenar-
ios which form the basis for the future-oriented
information used in the model-based calculation
of expected credit losses. The capacity of the
Bank’s customers to fulfil their contractual pay-
ments varies in line with macroeconomic devel-
opments. Consequently, future macroeconomic
developments have an impact on the Bank’s
view of the provision needed to cover expected
losses. The calculation of the provision require-
ment for expected credit losses is based on the
neutral scenario proposed by the Bank’s macro-
economic research unit. As the losses may be
more highly affected by a future deterioration of
economic trends than by the equivalent improve-
ment, the Bank uses at least two alternative sce-
narios to take into account the non-linear
aspects of expected credit losses. These alter-
native scenarios represent conceivable develop-
ments, one significantly worse and one signifi-
cantly better than the neutral scenario. The most
significant macroeconomic risk factors have
been selected on the basis of the Bank’s loss
history over the past decade, supplemented with
experience-based assessments. These macro-
economic risk factors are then used as macro-
economic risk factors in the Bank’s quantitative
statistical models for forecasting migrations,
defaults, loss rates and exposures. The macro-
economic risk factors include unemployment,
key/central bank rates, GDP, inflation and prop-
erty prices. The Bank’s business model, to offer
credit to customers with a high repayment
capacity, means that the connection between
the macroeconomic developments and the pro-
vision requirement is not always especially pro-
nounced. For a detailed description of macro-
economic information, see the ‘Credit risks’
section of note G2 and for a sensitivity analysis,
see note G10.

Significant increase in credit risk

The Bank makes an assessment at agreement
level at the end of each reporting period as to
whether there has been a significant increase in
credit risk since initial recognition. For a detailed
description of significant increases in credit risk,
see the ‘Credit risks’ section of note G2.
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Model-based calculation

The quantitative models which form the basis for
the calculation of expected credit losses for
agreements in Stage 1 and Stage 2 make use of
several assumptions and assessments. One key
assumption is that the quantifiable relationships
between macroeconomic risk factors and risk
parameters in historical data are representative
of future events. The quantitative models applied
are based on a history of approximately 10 years,
although this history varies by product and
region due to inconsistency in the availability of
historical outcomes. The quantitative models
have been constructed with the help of econo-
metric models, applying the assumption that the
observations are independently conditioned by
the risk factors. This means that the risk parame-
ters can be predicted without distortion. Further-
more, a selection of the most significant macroe-
conomic risk factors is made on the basis of the
macroeconomic risk factors’ ability to demon-
strate to individual risk parameters. The selection
of the macroeconomic risk factors and specifica-
tion of the model are based on achieving a bal-
ance between simplicity, demonstrative ability
and stability.

Manual and expert-based calculation

As a rule, manual calculation is used for agree-
ments in Stage 3, with the exception of a small
portfolio of homogeneous claims in Stage 3.
Expert-based calculation is carried out for model
outcomes on agreements in Stage 1 and Stage
2, in order to incorporate the estimated impact of
factors not deemed to have been considered in
the model, as well as for manually assessed
agreements in Stage 3. For more detailed
descriptions of manual and expert-based calcu-
lation, see point 10 under the headings ‘Manual
calculation” and ‘Expert-based calculation’.

22. COMPANY INFORMATION
Handelsbanken’s annual report and consoli-
dated accounts were approved for issue by the
Board and Group Chief Executive on 9 February
2022 and will be presented for adoption by the
AGM on 23 March 2022.

The parent company, Handelsbanken AB
(publ), has its registered office in Stockholm at
the address Kungstradgéardsgatan 2, 106 70
Stockholm, Sweden. Handelsbanken is a credit
institution that offers financial services and
products in its home markets, Sweden, the UK,
Norway and the Netherlands. The operations are
described in more detail in the Administration
report.
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G2 Risk and capital management

Handelsbanken'’s low risk tolerance is a central
element of the Bank’s business concept. The
low risk tolerance, together with a decentralised
way of working, stable finances, and accounta-
bility on sustainability issues, make up the foun-
dation of Handelsbanken’s long-term customer
relationships.

For the past few decades, Handelsbanken’s
credit loss ratio has been significantly lower than
the average of other Nordic banks. The Bank’s
goal is always that no credit will lead to a loss.
This approach governs how the branches grant
credit and work with their credit portfolios.

By maintaining large liquidity reserves and by
matching cash flows, the Bank has worked for a
long time to safeguard its low liquidity risk. This
is also a natural consequence of the Bank’s low
risk tolerance.

Market risks at Handelsbanken are also
very low.

The information in this note includes the dis-
posal groups Denmark and Finland, which have
been reclassified to Assets held for sale and Lia-
bilities held for sale on the balance sheet,
respectively, and which constitute discontinued
operations. See note G13.

RISK TOLERANCE

Handelsbanken has a low risk tolerance. The
Bank focuses on long-term relationships with
customers with a good repayment capac-

ity and strong financial position. The quality
requirement must never be neglected in favour
of higher credit volumes, higher prices or market
share.

Credit risks arise as an inherent part of lend-
ing operations. There is low tolerance of market
risk and liquidity risk. Market risks only occur as
part of customer business, in connection with
the Bank’s funding and liquidity management,
and in its role as a market maker. Market risks
also arise in the pension system.

The Bank’s low tolerance of market risk has
resulted in a comparatively low proportion of the
Bank’s earnings coming from net gains/losses
on financial transactions. All funding and liquid-
ity management is centralised to Group Treas-
ury. Liquidity risk is limited by means of require-
ments on matching cash flows and satisfactory
liquidity reserves of high quality.

Tolerance is also low for operational risk and
compliance risks. As far as possible, the Bank
endeavours to prevent these risks and to
reduce the losses in this area.

Sustainability risks are managed in line with
Handelsbanken'’s low risk tolerance and within
the framework of the risk types for which sus-
tainability risks are an integrated part of the risk
assessment. For more information about sus-
tainability risks, see the Bank’s Sustainability
Report.

RISK STRATEGY
The Bank’s operations entail a variety of risks
that are systematically identified, measured,

managed and reported in all parts of the Group.
Handelsbanken'’s restrictive approach to risk
means that the Bank deliberately avoids high-
risk transactions, even if the expected financial
reward may be high at that time.

This low risk tolerance is maintained through
a strong risk culture that is sustainable in the
long term and applies to all areas of the Group.
The risk culture is an integral part of the Bank’s
work and is deeply rooted among the Bank’s
employees. The Bank is characterised by a
clear division of responsibility where each part of
the business operations bears full responsibility
for its business and for risk management. As a
consequence, there are strong incentives for
high risk awareness and for prudence in busi-
ness operations. However, the decentralised
business model is combined with strong cen-
tralised controls. The low risk tolerance is also
reflected in the view of remuneration. The main
principle is that remuneration must be fixed
since this contributes to the long-term perspec-
tive which is a central feature of Handelsbank-
en’s business model. Employees whose profes-
sional activities have a material impact on the
Bank’s risk profile are not permitted to receive
performance-based variable remuneration.

Lending has a strong local involvement,
where the close customer relationship and local
knowledge promote low credit risks. In addition,
the Group must be well capitalised at all times in
relation to the risks in the operations and hold
liquid assets so that it can always meet its pay-
ment obligations when they fall due, including in
situations of financial stress when funding is not
possible in the financial markets. In this way,
Handelsbanken aims for a business model
which is not affected by fluctuations in the
business cycle.

This restrictive approach to risk means that
the Bank is a stable and long-term business
partner for its customers, regardless of the
business cycle or market situation. It contributes
both to good risk management and to sustain-
ing a high service level even when operations
and the markets where the Bank operates are
subject to strain. The same principles for the

Figure AR:1 Credit losses as % of loans
2001-2021
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Bank’s approach to risk applies in all countries
where the Bank operates.

RESILIENT RISK MANAGEMENT
Handelsbanken has a strong capital and liquid-
ity situation. The Bank maintains continuous
access to the financial markets via its short-term
and long-term funding programmes. The Bank
has alarge and high-quality liquidity reserve,
which provides a high degree of resistance to
possible disruptions in the financial markets.
Group Treasury’s liquidity portfolio, which is part
of the Bank’s liquidity reserve, has a low risk
profile and consists mainly of balances with
central banks, government bonds and covered
bonds. In addition, there is a comprehensive
unutilised issue amount for covered bonds at
Stadshypotek. Liquidity reserves are kept in all
currencies that are important to the Bank. The
total liquidity reserve covers the Bank’s liquidity
requirements for more than three yearsin a
stressed scenario, entirely without access to
new market funding. Operations can also be
maintained for a considerable period of time
even in an extreme situation when the foreign
exchange markets are closed.

The Bank’s capital situation remains strong.
Good earnings and low credit losses during the
year have contributed to this.

Handelsbanken’s low tolerance of risk, good
capitalisation and strong liquidity situation made
the Bank well prepared and able to manage the
risks arising during the initial stages of the
Covid-19 pandemic. The liquidity situation was
good during the crisis although increased utili-
sation of committed loan offers and a general
credit demand led to a net utilisation of liquidity.
After the second quarter of 2020, the situation
returned to normal, with good reserves enabling
the management of difficult market conditions.
The Bank has reviewed its liquidity stress tests
in the light of the pandemic and has adjusted
some assumptions based on knowledge gained
during this period. Credit losses were very lim-
ited during the Covid-19 pandemic and did not
affect the capital situation or liquidity situation.
Since the outbreak of the Covid-19 pandemic,

Figure AR:2 Net gains/losses on financial
transactions as a proportion of profit 2008-2021
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Figure AR:3 Risks at Handelsbanken
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Credit risk is defined as the risk of the Bank facing economic loss because the Bank’s counterparties cannot fulfil their contractual obligations.

Credit risk also includes counterparty risk, i.e. the risk that a counterparty in a transaction defaults before the final settlement of the cash flows involved in the transaction.

Description
Credit risk
Market risk

foreign exchange risk and commodity price risk.
Liquidity risk

Operational risk

The definition includes legal risk as well as IT- and information security risk (ICT risks).

Compliance risk

Market risks arise from price and volatility changes in the financial markets. Market risks are divided into interest rate risk, equity price risk,

Liquidity risk is the risk that the Bank will not be able to meet its payment obligations when they fall due without being affected by unacceptable costs or losses.

Operational risk refers to the risk of loss due to inadequate or failed internal processes, human error, erroneous systems or external events.

Compliance risk refers to risks associated with inadequate regulatory compliance. Compliance, in this case, means the observance of regulations, laws,

directives and recommendations from competent authorities, internal rules, as well as generally accepted business practices or standards relating to all

operations that are subject to a licence.

Remuneration risk
Insurance risk

Sustainability risk

Remuneration risk is the risk of loss or other damage arising due to the remuneration system.

Insurance risk is the risk in the outcome of an insurance that depends on the insured party’s longevity or health.

Sustainability risk is the risk that the Bank fails to identify and manage risks related to the environment, the climate, social conditions and corporate governance in accord-

ance with the policies, guidelines and assumptions in the area, which could ultimately have negative financial consequences for the Bank, or also damage the Bank’s

reputation.

the Bank has performed special stress tests and
carefully monitored various indicators to follow
up the market situation in order to be able to act
at an early stage if the situation were to deterio-
rate again. IT updates, including security
updates, and security monitoring have continued
at the same high level, regardless of the amount
of remote working during the pandemic.

RISK ORGANISATION

Handelsbanken’s Board has overall responsibil-
ity for the Bank’s risk management and estab-
lishes internal rules for this. The Board estab-
lishes policy documents and the CEO
establishes guidelines describing how various
risks should be managed and reported. For a
more detailed description of the Bank’s control
framework, please refer to Handelsbanken’s
Corporate Governance Report on pages 74-91.

The Board has established a credit commit-
tee (composed of the CEO and the Chief Credit
Officer, together with several Board members)
to decide on certain credit cases, and a UK
committee (composed of the Chairman of the
Board, the CEO and selected members of the
Board and executive management) to facilitate
structured, continuous follow-up of the opera-
tions in Handelsbanken plc.

The Board has also established a risk com-
mittee, an audit committee and a remuneration
committee, which prepare matters to be
decided by the Board. The risk committee also
makes decisions independently, including deci-
sions on the significant parts of the Bank’s risk
classification and estimation processes linked to
the IRB approach. The members of the risk
committee, audit committee and remuneration
committee are comprised entirely of Board
members. In addition, the CEO has instituted
the Risk Forum, which aims to highlight and
comment on the Group’s most material risks, in
order to ensure that they are managed effec-
tively. The Risk Forumis thus also a forum for
preparing the CEO on matters to be discussed
by the Board or risk committee. For a descrip-
tion of the work of the committees, sub-com-

mittees and the Risk Forum, see Handels-
banken’s Corporate Governance Report on
pages 74-91. The Bank also has the following
committees acting in an advisory capacity to
the CEO: risk committee, liquidity committee,
capital committee and valuation committee.

REPORTING AND MONITORING OF

THE RISK AND CAPITAL SITUATION

In 2021, the CRO reported the Group’s risks to
the CEO, the Board’s risk committee and the
Board at least quarterly. The reports have also
been presented to the Risk Forum. The Group
risk reports include a follow-up of the Bank’s
risk tolerance, the CRO’s assessment of the
Group’s material risks and an assessment of
whether there are significant deficiencies in the
operation to report and address. Where appli-
cable, the reports also include proposed actions
and a follow-up of previously reported risks and
deficiencies. The Group risk reports include for-
ward-looking risk assessments and must make
possible an assessment of whether Handels-
banken is fulfilling the risk strategy and the risk
tolerance decided by the Board. The Group risk
reports are formulated in accordance with the
Board’s Policy for risk control. In addition to the
aforementioned risk reports, Risk Control and
the central credit department report on both an
ongoing and annual basis on the Bank’s credit
risk situation (including counterparty risks) and
the IRB approach to the Bank’s executive man-
agement, the Board’s risk committee, the risk
committee and the Central Board, as well as the
boards of relevant subsidiaries. These reports
include volume development, risk-reported
credits, and the results — and validation — of

the Bank’s IRB models.

The risk committee, chaired by the Bank’s
CRO, acts in an advisory capacity to the CEO
and CFO and met on ten occasions in 2021. At
meetings of the risk committee, the committee
performs an in-depth follow-up of the Group’s
current risk situation, potential risks and actions
for credit risks, financial risks, operational risk
and risks in the insurance operations. Other

types of risk are commented on where neces-
sary. The recovery plan indicators are reported
on at every meeting, with discussions taking
place about potential measures to be taken,
when necessary. In addition, limit utilisation for
financial risks is subject to follow-up for the
Group as a whole. The capital situation, utilisa-
tion of market risk limits and the liquidity situa-
tion are reported to the Board at least quarterly.
Limit utilisation for market risks and liquidity
risks is compiled and checked on a daily basis
by Group Risk Control. Exceeded limits are
immediately reported to the person who makes
the decision about the limits. The liquidity risk
is summarised by Group Risk Control and
reported daily to the CFO, weekly to the CEO
and to the Board at every regular Board meeting.
The liquidity committee, chaired by the Head
of Group Treasury, acts in an advisory capacity
to the CEO and CFO and meets before each
regular Board meeting and on other occasions
when necessary. At this committee meeting,
reports are presented on the current liquidity situ-
ation, on results of stress tests, scenario analysis,
and other information which is relevant for the
assessment of the Group’s liquidity situation.
Operational risks and incidents which have
occurred are reported continuously by branches
and units throughout the Handelsbanken Group
to Risk Control, where they are subsequently
monitored. In turn, Group Risk Control reports
operational risk and incidents which have
occurred to the CEO, the Board and the Board’s
risk committee. Risks in the remuneration
system are evaluated on an annual basis and
reported to the Board’s remuneration commit-
tee and risk committee. Operational risk report-
ing includes information regarding significant
events, major losses, important proactive meas-
ures and an aggregated risk assessment at
Group level. In addition, Group Risk Control
monitors that the actions which have been
decided are implemented. In 2021, the Chief
Compliance Officer reported compliance risks
at least quarterly to the CEO, the Board'’s risk
committee and the Board. The reports have
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also been presented to the Risk Forum.

The Bank’s capital situation is reported
weekly to the CFO and the CEO and at least
quarterly to the Board. In cases where various
thresholds are exceeded, or if the Head of

Group Capital Management or the CFO

deems it appropriate for some other reason,
proposals for appropriate measures are pre-
sented to the CEO. The capital situation in a
medium- and long-term perspective is sum-

Figure AR:4 Handelsbanken’s risk management and risk control

Business operations

Group Risk Control

Business operations

The Bank is characterised by a clear alloca-
tion of responsibilities, where each part of the
business operations bears full responsibility
for its own business activities and its man-
agement of all risks. Those who know the
customer and market conditions best are in
the best position to assess the risk and can
also act at an early stage if problems arise.
Each branch and each profit centre is
responsible for dealing with any problems
that arise. This creates strong incentives

for high risk awareness and for prudence in
the business operations.

However, the decentralised credit deci-
sions are conditional on a joint credit pro-
cess, for which Group Credits is responsible.
Group Credits prepares the credit limits
which the Board or the credit committee set
up by the Board decide on. Group Credits
also ensures that credit assessments are
consistent throughout the Group and that
loans are granted in accordance with the
credit policy decided by the Board.

Financial risks in the Bank’s business
operations mainly arise at Group Treasury,
Handelsbanken Capital Markets, and
Handelsbanken Liv, and are managed there.
Handelsbanken has a decentralised business
model, but all funding and liquidity risk man-
agement in the Group is centralised to Group
Treasury. The market risks that arise to meet
customers’ demand for financial instruments
with exposure to the fixed income, foreign
exchange, equity or commodity markets are
managed in Handelsbanken Capital Markets.
Operational risk occurs in all of the Bank’s

Capital and
liquidity planning

Group Compliance

operations, and the responsibility for manag-
ing operational risk is an integral part of man-
agerial responsibility at all levels in Handels-
banken. The management of market risks,
the management of the Bank’s operational
risk, and funding and liquidity management
are all governed by policies established by
the Board.

Stress tests — capital and liquidity
planning

Handelsbanken holds capital and a liquidity
reserve to ensure its survival during normal
times and also after extreme events. Capital
planning is based on an assessment of the
capital situation in terms of the legal capital
requirement, combined with calculation of
economic capital and stress tests. Liquidity
planning ensures that the Group can always
meet its payment obligations when they fall
due, even in situations of financial stress
when funding is not possible in the financial
markets. Stress tests and scenario analyses
identify the measures that need to be pre-
pared or implemented to ensure a satisfac-
tory liquidity situation and capitalisation at
any given time, and which measures are
needed to restore the Group’s capital and
liquidity in a recovery situation following a
serious crisis.

Group Risk Control and Group
Compliance

The risk control function at Handelsbanken is
independent of the functions that are to be
monitored. The risk control function verifies
that all material risks to which the Group is
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marised quarterly by the capital committee.
Group Capital Management performs a com-
plete update of the capital forecast on a quar-
terly basis, or when there are significant
changes at the Bank.

exposed, or may be exposed in the future,
are identified and managed by the relevant
functions. Risk Control monitors and verifies
the Group’s risk management. It ensures that
relevant internal rules, processes and proce-
dures concerning risk management are fol-
lowed, while also ensuring that the risks fall
within the risk tolerance established by the
Board, and that management has reliable
information to use as a basis for managing
risks in critical situations. Credit Risk Control
must perform regular evaluations to ensure
that the methods used to calculate the
Bank’s capital requirements are fit for pur-
pose and in accordance with permissions
granted by the Financial Supervisory Author-
ity, and applicable regulations. Risk Control’s
responsibilities also include monitoring the
limits for market, liquidity and counterparty
risks, and operational risk, and evaluating
breaches of these limits and credit limits. The
risk control function must also evaluate the
risk analysis performed in the operations for
new and materially changed products and
services, markets, processes and IT sys-
tems, and in conjunction with significant
changes to the operations or organisation.

As business decisions become more
decentralised, the need for monitoring of
the risk and capital situation increases. Risk
control is therefore a natural and vital compo-
nent of the Bank’s business model. Group
Risk Control is responsible for continuously
reporting the current risk situation in the
Group to the Bank’s management and Board
and for ensuring that risks are measured in a
fit-for-purpose and consistent manner across
the Group.

Compliance risks and risks related to pro-
cedures and guidelines for preventing money
laundering and terrorist financing are con-
trolled by Group Compliance. Group Compli-
ance is independent of the business opera-
tions and organisationally separate from the
functions and areas which are subject to
control. Group Compliance work actively for
a high level of compliance and for the Bank’s
low risk tolerance of compliance risks to be
fullfilled. Group Compliance identifies, moni-
tors and controls risks and deficiencies
related to regulatory compliance, and also
provides recommendations, advice and sup-
port to the Bank’s staff, management and
units in matters concerning compliance, as
well as reporting to the management and
Board on compliance issues.
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THE BOARD’S RISK DECLARATION AND RISK STATEMENT

The Board has decided on the following risk
declaration and risk statement:

Risk declaration

Handelsbanken has satisfactory arrangements
for risk management which are fit for purpose
in relation to the Bank’s business goal, overall
risk profile and the risk strategy which the
Board has decided for the operations.

Risk statement

Handelsbanken’s business goal is to have higher
profitability than the average of peer competitors
in our home markets. This goal is mainly to be
achieved by having more satisfied customers and
lower costs than those of competitors. Handels-
banken is a bank with a strong local connection
and a decentralised way of working.

The Bank’s overall risk profile is that risks are
to be kept low. The Group must also be well
capitalised at all times in relation to the risks, fulfil
all requirements imposed by the authorities, and
hold liquid assets so that it can meet its payment
obligations, including in situations of financial
stress in the short and long term. The risk strat-
egy and Bank’s overall risk profile support Han-
delsbanken’s aim to have a business model that
is independent of changes in the business cycle.

The Bank has, and will maintain, a low
level of credit risk. This is achieved by such
measures as its strong local connection and
close customer relations. The quality of credits
must never be neglected in favour of achieving
higher volume or a higher margin. The Bank is
selective when choosing customers with the

CREDIT RISK

Credit risk is defined as the risk
of the Bank facing economic
loss because the Bank'’s coun-
terparties cannot fulfil their
contractual obligations.

CREDIT RISK STRATEGY

At Handelsbanken, the credit process is based
on a conviction that a decentralised organisa-
tion with a local connection ensures high quality
in credit decisions. The Bank is a relationship
bank whose branches maintain regular contact
with the customer. This gives the branch an
in-depth knowledge of each individual customer
and a continually updated picture of the cus-
tomer’s financial situation.

Rather than being a mass market bank,
Handelsbanken is selective in its choice of cus-
tomers, which means it seeks customers with
a high creditworthiness. The quality requirement

requirement that borrowers have a good repay-
ment capacity. As a consequence of this, the
credit portfolio has a clear concentration on risk
classes where the probability of loss is low. This
consistent approach is reflected in the Bank’s
low credit losses over time. This consistent
approach is reflected in the Bank’s low credit
losses over time. In 2021, credit losses were
0.00% (0.03) of lending.

To ensure that the Bank is well capitalised in
relation to the risks and has a good liquidity sit-
uation, the Board stipulates the Bank’s risk tol-
erance for capitalisation and liquidity. When the
risk tolerance for capitalisation is decided, the
capital measure is set partly in relation to the
statutory requirements and partly in relation to
Handelsbanken’s assessed capital requirement
based on the Bank’s model for Economic Capi-
tal (EC), which encompasses all of the Group’s
risks in one single metric. The risk tolerance for
the Bank'’s liquidity risk is decided on the one
hand through requirements that the Bank
under stressed circumstances must have a
sufficiently large liquidity reserve in the form of
liquid assets and assets which can be pledged,
and also liquidity-generating measures to be
able to continue its operations during deter-
mined time periods, and on the other hand
through requirements regarding the accumu-
lated net amount of incoming and outgoing
cash flows in different time intervals.

The Board has determined that the common
equity tier 1 ratio must, under normal circum-
stances, be between 1 and 3 percentage points

is never neglected in favour of higher credit
volumes or to achieve higher returns. The Bank
also avoids participating in financing that
involves complex customer constellations,
complex and opaque transactions, or high
ESG risks.

When Handelsbanken assesses the credit
risk of a specific customer, the assessment
must start with the borrower’s repayment
capacity. According to the Bank’s credit policy,
weak repayment capacity can never be
accepted on the grounds that good collateral
has been offered to the Bank. Collateral may,
however, substantially reduce the Bank’s loss if
the borrower cannot fulfil his or her obligations.
Credits must therefore normally be adequately
secured.

The branch’s local connection and close rela-
tionships with its customers enable the branch
to quickly identify any problems and take action.
In many cases, this means that the Bank can
take action more rapidly than would have been
possible with a more centralised management
of problem loans. The branch also has full finan-
cial responsibility for granting credits. Therefore,
it addresses problems that arise when a cus-
tomer has repayment difficulties and also bears

NOTES | GROUP

above the total common equity tier 1 capital
requirement communicated to the Bank by the
Swedish Financial Supervisory Authority. With
regard to the leverage ratio, this must exceed
the total capital requirement communicated to
the Bank by the Swedish Financial Supervisory
Authority by at least 0.6 percentage points.

The Bank’s assessment of the Swedish Finan-
clal Supervisory Authority’s common equity tier 1
capital requirement at year-end 2021 was 13.9%
(13.8), given that the Swedish Financial Super-
visory Authority’s guidance of 1.5% within the
framework of Pillar 2 is taken into account, Simi-
larly, the Bank’s assessment of the leverage ratio
requirement was 3.45%, given that the Swedish
Financial Supervisory Authority’s guidance of
0.45% within the framework of Pillar 2 is taken
into account. The Board has also determined
that the ratio between AFR (Available Financial
Resources) and EC must exceed 120%.

At the end of 2021, the common equity tier 1
ratio was 19.4% (20.3) and the AFR/EC ratio was
384% (324). The Board has stipulated the goal
that the Bank must have accumulated positive
net cash flows over a period of at least one year,
taking into account the liquidity reserve, and with
the assumption that parts of the non-fixed-term
deposits from households and companies disap-
pear during the first month. With Handelsbanken’s
total liquidity reserve and liquidity-generating
measures, the liquidity requirement would be
covered for over three years during such stressed
conditions. The Bank’s risk profile is in accordance
with the risk strategy established by the Board.

any credit losses. If necessary, the local branch
obtains support from the local credit depart-
ment and central departments. The Bank’s
working methods make sure that all employees
whose work involves transactions linked to
credit risk acquire a solid and well-founded
approach to this type of risk. This approach
forms an important part of the Bank’s culture.
The work method and approach described are
important reasons for the Bank reporting very
low credit losses over a long period.

CREDIT ORGANISATION
In Handelsbanken’s decentralised organisation,
each branch responsible for customers has
total credit responsibility. Customer and credit
responsibility lies with the branch manager or
with the employees at the local branch to whom
the manager delegates this task.

In Handelsbanken'’s decentralised organisa-
tion, the documentation that forms the basis
for credit decisions is always prepared by the
branch responsible for the credit, regardless of
whether the final decision is to be made at the
branch, at county or national level, in the
Board’s credit committee or by the Board.
Credit decision documentation includes general
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and financial information regarding the bor-
rower, and an assessment of their repayment
capacity, loans and credit terms, as well as a
valuation of collateral.

For national boards, the Board’s credit com-
mittee and the Board, the credit decision refers
to the total amount of the credit limit with possi-
ble headroom for unsecured credits. For bor-
rowers whose total loans exceed SEK 5m, the
credit decision is made in the form of a credit
limit. In the case of loans to private individuals
against collateral in the residential property, a
limit requirement comes into play for amounts
exceeding SEK 12m. For loans to housing
co-operative associations against collateral in
the residential property, a limit is required for
amounts exceeding SEK 12m.

Credit limits granted are usually valid for a
period of one year, although certain circum-
stances allow for credit limits for housing
co-operative associations to apply for up to
amaximum of three years. When extending
a credit limit, the decision procedure required
is the same as for a new credit limit.

Branch managers and most branch staff
have personal decision limits allowing them to
decide on credits to the customers they manage.

For decisions on larger credit limits, there are
decision-making bodies at county and national
level, as well as at the central level. Each addi-
tional level of decision adds credit expertise.
Each decision level has the right to reject credit
limits both within their own decision level and
also credit limits which would otherwise have

been decided at a higher level. All persons
throughout the decision process who are
responsible for granting credits, regardless

of level, must be in agreement in order to posi-
tively decide on a credit limit. If there is the
slightest doubt among any of these persons,
the credit application is rejected. The largest
credits have been reviewed by Group Credits
and decided by the Board or the credit commit-
tee set up by the Board. However, no credit
application may be processed in the Bank with-
out the recommendation of the branch manager
who is responsible for the credit, with the
exception of credit decisions made via auto-
matic modelling. Automatic models used in
such decisions require the approval of the CEO.

The decision procedure for credits and credit
limits is illustrated in Figure AR:5 Credit process
and decision levels at Handelsbanken. The figure
also shows the percentage of credit limit deci-
sions and amounts at the various decision levels.

In Handelsbanken'’s decentralised organisa-
tion, where a large proportion of the credit and
credit limit decisions are made by individual
branches, a well-functioning review process
is crucial for ensuring high-quality decsion-
making. The branch manager examines the
quality of the staff’s decisions and the local
credit departments examine the quality of
decisions made by branch managers.

The purpose of the quality review is to ensure
that the Bank’s credit policy and internal instruc-
tions are complied with, that credit quality is main-
tained, and that credit and credit limit decisions

Figure AR:5 Credit process and decision levels at Handelsbanken

show that there is good credit judgement and

a sound business approach. A corresponding
quality review is also performed for credit limit
decisions made at higher levels in the Bank.
Credit limits granted by county or national credit
committees and national boards are examined
by Group Credits, which also prepares and
examines credit limits decided by the Board or
the credit committee set up by the Board.

Ecster

The subsidiary, Ecster AB, offers payment solu-
tions to selected vendors located throughout
Sweden. The nature of this type of financing
requires that quick and correct credit decisions
can be provided year-round, all hours of the
day, meaning that the majority of the decisions
are made via automatic models. Decisions
which cannot be processed using these models
are made manually, whereby the employees
involved abide by individually determined credit
limits. Decisions on larger credit limits are made
by Ecster’s credit committee or by its Board. For
proposals regarding larger commitments when
the customer is an existing Handelsbanken cus-
tomer, the decision is made by the customer’s
branch or the relevant unit at the Bank.

CREDIT PORTFOLIO

The Bank'’s credit portfolio is presented in this
section based on the categorisation of balance
sheet items. The section on Capital require-
ments for credit risks presents the credit port-
folio based on CRR.

BRANCH LEVEL NATIONAL/ CENTRAL LEVEL
COUNTY LEVEL
Local credit National/ National The
Account Branch department, county Group Board’s A .
jceess manager manager credit credit board? Credits credit Sea Desee
specialist committee committee’

Breakdown of limit decisions®

Proportion of 66%
number of limits
Proportion of

limit amount

12%

! The decision refers to the total amount of the credit limit with possible headroom for unsecured credits.
2 Decides only if the case is assessed to be of special or general interest and decides on credits to Board members and certain executive officers.

¢ Excluding sovereign and bank limits decided at central level.
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Table AR:6 Credit exposures, geographical breakdown
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Credit exposures, geographical breakdown 2021 The Other
SEK'm Sweden UK Norway Denmark Finland Netherlands countries Total
Balance sheet items
Cash and balances with central banks 93,293 101,195 4,579 28,282 120,098 27,315 65,202 439,964
Other loans to central banks Note G14 = 1,265 = 207 = = 0 1,462
Loans to other credit institutions Note G15 19,684 1,043 170 36 57 168 680 21,838
Loans to the public Note G16 1,640,763 246,470 289,075 111,380 141,430 75,606 9,105 2,413,829
Interest-bearing securities eligible as collateral with central banks  Note G17 100,538 - - 24 - - 0 100,562
Bonds and other interest-bearing securities Note G17 33,317 - - 17 - - 0 33,334
Derivative instruments Note G21 28,416 = = 37 = 7 58 28,518
Total 1,816,011 349,963 293,824 139,983 261,585 103,096 75,045 3,039,507
Off-balance sheet items
Contingent liabilities Note G43 350,973 48,922 59,932 31,938 33,633 5,819 27,056 558,273
of which guarantee commitments 33,440 5,680 4,821 7,838 4,707 77 15,193 71,756
of which obligations 317,533 43,242 55,111 24,100 28,926 5,742 11,863 486,517
Total 350,973 48,922 59,932 31,938 33,633 5,819 27,056 558,273
Total on and off-balance sheet items 2,166,984 398,885 353,756 171,921 295,218 108,915 102,101 3,597,780
Balance sheet items in the table above include the disposal groups Denmark and Finland, and have been reclassified to Assets held for sale on the balance sheet. See note G13.
Credit exposures, geographical breakdown 2020 The Other
SEK'm Sweden UK Norway Denmark Finland Netherlands countries Total
Balance sheet items
Cash and balances with central banks 84,625 100,280 18,026 217 114,600 11,035 68,959 397,642
Other loans to central banks Note G14 - 1,094 2,862 17,370 - - - 21,326
Loans to other credit institutions Note G15 19,165 391 451 52 64 155 1,642 21,920
Loans to the public Note G16 1,458,989 232,246 260,374 100,634 141,639 63,905 11,8256 2,269,612
Interest-bearing securities eligible as collateral with central banks  Note G17 98,353 - - 18 - - 762 99,133
Bonds and other interest-bearing securities Note G17 44,550 - - 16 - - - 44,566
Derivative instruments Note G21 30,475 - - 27 - - 12 30,614
Total 1,736,057 334,011 281,713 118,334 256,303 75,095 83,300 2,884,813
Off-balance sheet items
Contingent liabilities Note G43 331,443 47,296 57,851 31,340 35,546 7,503 32,340 543,319
of which guarantee commitments 35,882 6,424 5,023 7,311 4,925 121 20,209 79,895
of which obligations 295,561 40,872 52,828 24,029 30,621 7,382 12,131 463,424
Total 331,443 47,296 57,851 31,340 35,546 7,503 32,340 543,319
Total on and off-balance sheet items 2,067,500 381,307 339,564 149,674 291,849 82,598 115,640 3,428,132
Geographical breakdown refers to the country in which the exposures are reported.
Table AR:7 Loans to the public subject to impairment testing, geographical breakdown
Loans to the public Gross Provisions
Geographical breakdown 2021
SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3 Net
Sweden 1,509,172 30,491 2,331 -173 -297 -761 1,540,763
UK 232,774 12,717 1,253 -60 -117 -97 246,470
Norway 275,208 12,975 1,567 -47 -109 519 289,075
Denmark 108,295 2,982 424 -39 -95 -187 111,380
Finland 135,685 4,601 1,765 -65 -67 -489 141,430
The Netherlands 75,056 556 11 -10 -4 -3 75,606
Other countries 9,006 68 70 =il =l -37 9,105
Total 2,345,196 64,390 7,421 -395 -690 -2,093 2,413,829
Loans to the public in the table above include the disposal groups Denmark and Finland, and have been reclassified to Assets held for sale on the balance sheet. See note G13.
Loans to the public Gross Provisions
Geographical breakdown 2020
SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3 Net
Sweden 1,427,814 30,336 2,327 -182 -357 -949 1,458,989
UK 213,758 17,977 908 -59 -191 -147 232,246
Norway 245,560 13,933 1,371 -39 -116 -335 260,374
Denmark 93,530 6,953 523 -46 -75 -251 100,634
Finland 133,982 6,536 1,781 -49 -91 -520 141,639
The Netherlands 63,353 563 - -8 -3 - 63,905
Other countries 11,686 86 92 -2 -1 -36 11,825
Total 2,189,683 76,384 7,002 -385 -834 -2,238 2,269,612
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G2 Cont.

Based on the consolidated balance sheet,
credits are categorised as loans to the public or
loans to credit institutions, while off-balance
sheet items are broken down by product type.
‘Exposure’ refers to the sum of items on and off
the balance sheet. Loans to the public is the
dominant item. See Table AR:6 Credit exposures,
geographical breakdown.

Handelsbanken strives to maintain its his-
torically low level of credit losses compared to
other banks, thus contributing to the Bank’s
profitability target and retaining its sound finan-
cial position. In granting credits, the Bank never
strives toward goals such as a predetermined

volume or market share in particular sectors, and
is instead selective when choosing its customers,
adopting the mindset that credit customers must
be of high quality. The demands on quality must
never be neglected in favour of achieving a high
credit volume. This is clearly stated in the Bank’s
credit policy, endorsed each year by the Board.
2021 has been dominated by the global
Covid-19 pandemic. Temporary exemptions
from loan repayments and government guaran-
tees have expired during the year.
Handelsbanken regularly evaluates the qual-
ity of the credit portfolio in order to identify and
limit impairment requirements. The Covid-19

Table AR:8 Loans to the public subject to impairment testing, broken down by sector and industry

pandemic has not, in itself, altered the Bank’s
approach to credit risks. For more information
about how the Bank has managed the effects of
Covid-19, see notes G1 and G10 concerning
actions in accordance with IFRS 9.

Collateral

The Bank’s credit policy states that credits must
normally have satisfactory collateral. A weak
repayment capacity can never be accepted on
the grounds that good collateral has been
offered to the Bank. Collateral may, however,
substantially reduce the Bank’s loss if the bor-
rower cannot fulfil his or her obligations.

Loans to the public Gross Provisions
Breakdown by sector 2021
SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3 Net
Private individuals 1,219,681 16,838 3,057 -169 -107 -758 1,238,452
of which mortgage loans 1,022,645 12,832 1,021 -30 -20 -52 1,036,396
of which other loans with property mortgages 154,163 2,677 911 -10 -7 -144 157,590
of which other loans, private individuals 42,773 1,329 1,125 -119 -80 -662 44,466
Housing co-operative associations 266,467 931 22 -7 -2 -11 267,400
of which mortgage loans 245,393 515 11 -3 0 -7 245,909
Property management 643,423 32,704 1,734 -96 -207 -237 677,321
Manufacturing 21,106 1,735 65 -12 -13 -39 22,842
Retail 30,086 760 387 -19 -41 -94 31,079
Hotel and restaurant 3,933 4,986 59 -5 -137 -5 8,831
Passenger and goods transport by sea 2,369 604 1,205 -1 -8 -468 3,701
Other transport and communication 7,864 325 85 -10 -14 -63 8,187
Construction 17,873 852 135 -23 -16 73 18,748
Electricity, gas and water 11,375 1,204 5 -4 -9 -3 12,568
Agriculture, hunting and forestry 22,029 979 73 -13 -1 -31 23,026
Other services 16,296 1,501 116 -20 -38 -91 17,764
Holding, investment, insurance companies, mutual funds, etc. 60,868 634 177 -16 -10 -125 61,528
Sovereigns and municipalities 7,305 89 - - -1 - 7,393
of which the Swedish National Debt Office 2,173 = 2,173
Other corporate lending 14,621 248 301 -10 -76 -95 14,989
Total 2,345,196 64,390 7,421 -395 -690 -2,093 2,413,829

Loans to the public in the table above include the disposal groups Denmark and Finland, and have been reclassified to Assets held for sale on the balance sheet. See note G13.

Loans to the public Gross Provisions
Breakdown by sector 2020
SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3 Net
Private individuals 1,149,125 18,737 2,236 -1565 -169 -756 1,169,018
of which mortgage loans 962,972 12,734 601 -37 -28 -56 976,186
of which other loans with property mortgages 145,738 4,330 591 -13 -19 -139 150,488
of which other loans, private individuals 40,415 1,673 1,044 -105 -122 -561 42,344
Housing co-operative associations 248,889 1,405 98 -6 -3 -43 250,340
of which mortgage loans 225,561 678 18 -4 -1 -7 226,245
Property management 600,483 33,375 1,674 -96 -267 -328 634,841
Manufacturing 22,332 3,747 174 -16 -21 -107 26,109
Retail 17,894 2,206 379 -17 -59 -96 20,307
Hotel and restaurant 4,584 5,