SEB

AB SEBankas

Annualreport and Financialstatements
2018

Translation note

Financial statements have been prepared in Lithuanian and English languages. In all matters of interpretation of

information, views or opinions, the Lithuanian language version of the financial statements takes precedence over the
English language version.




AB SEB bankas

TABLE OF CONTENTS

CONSOLIDATED ANNUAL REPORT

FINANCIAL STATEMENTS
INCOME STATEMENT
STATEMENT OF COMPREHENSIVE INCOME
STATEMENT OF FINANCIAL POSITION
STATEMENDF CHANGES IN EQUITY
STATEMENT OF CASH FLOWS

NOTES TO THE FINANCIAL STATEMENTS

1B !IR!B !B~ ¢ 1"HU]Y U!/RHU~"

PAGES
3-23
24

25

26
27-28
29 -30
31-119
120 -126

Page 2 of 126



AB SEB bankas

CONSOLIDATED ANNUAREPORT
FORTHE YEAR ENDED 3EQEMBER 2018
(all amounts in EUR thousand unless otherwise stated)

CONSOLIDATEENNUAL REPORT OF AB SEB BANKROURORTHE YEARENDED 31 DECEMBER18

1. Reporting period covered by the Consolidated Annual Report

This ConsolidatedAnnual Report (hereinafter the Report) has been prepared for thgear ended 31 December2018. All

numbers presented are as of 31 December 2@Lor for the year then ended, unless specified otherwis&he Consolidated

Annual Report covers consolidated information on AB SEB Banfthe Bank) andits subsidiary ¢ bY!&1lE Ug;Ua 34A é3
ztogether referred as the Group.

2. Information orbranches and representative offices

As of 31 December 2018, the Bank had 3 regional branches: AB SEB bankas Eastern Region Branch (address: Europos sqg. 1 A,
LT-09308 Vilnius), AB SEB hakas Middle Region Branch (address: Nemuno str. 3,-44295 Kaunas), and AB SE bankas
Western Region Branckaddress: H. Manto str. 7, L6 >8> :&3UGEA3TI

The branches consisted of a network of 29 customer service units (5 financial service centers aAdent service points) all
over Lithuania.As of 31 December 2018, 90% of branches are operating as financial advisory units, offering selfvice areas
for customers to execute their daily cash transactions.

3. Obective overview of the+ p i ®{atus, ativities and development

In 2018, AB SEB bankas Group in Lithuania offered a full range of banking services to private individuals and corporate
customers as well as financial institutions.

o

AB SEB bankas Group in Lithuania consisted of AB SEB bankascandbY! U& E UgsUa 38A &3 ~1 & AL OEpE
+pbf 0 ¢Aeén3eUE AOEpP3 UeO Ué <U O 3eU3L é3éEA M AUNE Ué p38¢E ¢fiensé c by!
¢E& pE Ué I1U&8U SbyaseAUes U a3 !é aUA8A3 chpiides b0dindds dapgort serpiééss(Eamdactiéng

IT, human resources administration and accounting) to the SEB Grdupts subsidiary companies and subdivisions in twenty
countries worldwide. On 31 December 2018bE34 E 3 E &3&30E&Eé& f&}3é ~c 32 b&® GpA¢E AN aUy U/
18 >"§jL Y! %38&3 +pA 0] 3 E L Ués fAéE 36A é6E apANU OpPE L 3 E&A 3 ¢pEAU 3
In 2018, net profit earned by AB SEB bankas was EUR 103.5 million, and that earned by AB SEB bankas GroUpJRas

105.8 million. In 2017, net profit earned by AB SEB bankas was EUR 93.7 million, and that earned by AB SEB bankas Group was
EUR 93,0 million.

Equity of AB SEB bankas Group as of 31 December 2018 amounted to EUR 772 million (as of 31 December 2&17R768
million before impact of transition to IFRS 9, EUR 773 milliaafter transition to IFRS 9 (see note 1.27)1

Assets of AB SEB bankas Group as of 31 December 2018 totalled EUR 7.9 billion (as of 31 December 2&UR 7.7 billion).
In 2018, AB SEB hakas and AB SEB bankas Group liquidity requirements were met.
Income of the SEB bankas Group hetyear 2018, made up EUR 204.million,and in the year 2017 zEUR 1779 million.
AN 8§ E¢Eeé%Ep >"8jL ¢E dp O AN Y!  easidgporidlia tothlled EBR &8&billich (as of 31
December 2017 zEUR 5.7 billion). In 2018, the total amount issued in mortgage, consumer and other loans to private individuals

was EUR 489 million, which is a 7 per cent increase (EUR 455 million). The amasued by SEB Bank in new loans to local
companieswas EUR 168 billion (1.73 billion in 2017).

Y! ¥%3ed3 ] AEGA U QOAp Rdefbei 2018fi &incerged to EUR 8.billion (as of 31 December 2017 zEUR 5.4
billion).

As at the end of the year 2018AB SEB bankas had 29 customer service units in Lithuania, 26 of them were financial advisory
branches where cash transactions are performed in selérvice zones.

As at the end of December 2018, the number of active users of SEB Internet Bank was more3barthousand. More than 200
thousand customers were users of SEB mobile a@bout 140 thousand have downloaded Smatb application

There was a consistent increase in the number of payments by card: over the year 2018, the number of payments by cards
issued by SEB Bank increased by 18 per camimpared to the year 2017

Customers of SEB Bank had access to an ATM network, which includes ATMs of SEB and Luminor (former DNB bank), i. e. 503
ATMs, and about 1,200 points of sale, where they could withdraw daee of charge when paying by card.

At the end of the year 2018, AB SEB bankas Group had 1,591 employees (at the end of the year 201,603).
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Customerbehaviourwas changing and competition in digital banking market was increasing further, therefone2018 AB SEB

bankas Group remained highly focused on the development and improvement of remote services anessgelfces as well as on

digital solutions. Bank started open banking initiative, made further progress in improving and integrating new fanatities in

mobile application, offered its special version for business. Also, pioneered in offering customers incoming instant eurogray

service.

18 >"§jL Y! %3883 +pi 0 ¢chée Ue EA UBGAEEGEE UeO pEEE EA Y ltepy, WhichUsets foprifip3 E
main areas of activities and responsibility: promoting innovation and entrepreneurship, clean and transparent banking,
sustainable offerings to clients and direct environmental impact. All of this lead to sustainable growth of Baltisnomy and

society wellbeing.

In 2018, AB SEB bankas Group continued seeking to provide its customers with valuable information that can serve as a support
for them in creating added valueThree presentations of the Lithuanian Macroeconomic Review pudations were arranged to
customers, they were informed on financial markets, macroeconomic situation, etthere were more than 20 macro comments
published publicly and issued 4 Nordic Outlook publications, made by SEB Group analysts. At its websiteseb.lt, AB SEB
bankas continued developing news and information portal Infobankas, periodically providing relevant information on finance
management issues for private individuals and companies.

With the aim to encourage mtrepreneurship among the population and promote the innovations culture, in the spring of 2018
Y! %3843 AOEEEA Y! 383a] 1één 3 Une Eé pEL OULO ANNEp 3 p3aUA % UeéE O
enterprises at no charge (in 2018 there wee 26 participants) as well as space and environment for stadps. During 2018,
events hosted by Innovation Centre attracted , 800 participants. For the ones dreaming to have or taking their first steps
towards creating their own business, in 2018 AB SHRankas continued implementing its entrepreneurship promotion platform
www.eakademija.seb.lt for startups where they are offered access to a wide range of leeant interactive information.
YE&U&3p L ApO3&U"EA % b!l 3a3AE@UA3 L YemreprdpdurdAipE 36 >i~ A &

In 2018, AB SEB bankas carried out its survey among small and medium enterprises Baltic Business Outlook 2018 and presented
its results on the expectations of Lithuanian, Latvian and Estonian small and medium enterprises, planned investrard
envisaged changes in the number of staff. AB SEB bankas also made its sixth presentation of its Baltic CFO Qubimbk
surveyed the insights of CFOs regarding potential changes in business environment within the nearestyéwdf turnover
forecasts and major challenges.

In 2018, AB SEB bankas presented its Retirement Readiness Index, Car Affordability Index as well as the results of surveys on
OE 0f0 43 Ufé] NUé&3&sU38 E¢ pU bebaliowsppn Ued 36A 3 UeO

With the aim to advise young pEple on finance management issues AB SEB bankas gave them a lot of attention by arranging

relevant surveys and presenting the results, reviewing their expectations in terms of saving, finance management. Employees o

the Bank visited 150 schools giving leares on financial literacy and inviting the uppesecondary pupils to interactive

discussions on personal finance issues. Autumn 2018 was a start of a new AB SEB bankas initiative for yamaimmunication

on an account @seb.lietuvoje on social networkskagram. The goal is to create the best financial literacy content platform for

youth in Lithuania.

For the first time in 2018 AB SEB bankas organized Youth LAB program, which was created for students who would like to
participate in creating new banking exvices: future finance managers, IT developers, HR, communication, media and other
specialists joined the program.

AB SEB bankas Group took part in the implementation of significant social and corporate sustainability projedts the
sixteenth time together with TV3 television it arranged and carried out the Dreams Come True Campaign. Aiming at
entrepreneurship promotion and at enhancing financial literacy, AB SEB bankas continued cooperation agreement with Junior
Achievement in Lithuania.

AB SEB banka&roup in 2018 won significant global and national awards: SEB was awarded with the title of the Best Bank in
Lithuania (The Banker, Global Finance, Euromoney), the Best Private and additior=prporate / Institutional Digital Bank in
Lithuania (GlobalFinance), won the award in 5 subategories for the Best Private Banking Services in Lithuania (Euromoney),
award for best subcustodian services in Baltic countries (Global Finance), as well as best factoring service provider in Lithuania
(Corporate INTLT | Y! %3e&d3 3ad Afa OE wpA 043.E Ué OE bRU 1é03¢ spA ~ U O
by Ea Ué A AeEp] YORE Al

In 2018, SEB stayed as one of the most attractive employers in Lithuaiaccording to a survey carried out by dailVerslo

{UeUR 3&A (3pEEp afp 34 ¢ 1& Ué ~OE An b3¢; U E 'é0an Ep EAE¢ Ufé Ugory3 p3é&aEt
In a survey The Most Desirable Employer 2018 carried out by job search portal CV Market, respondents also recognised SEB as
the most desirable employers in Lithuania, CV Online gave SEB second place in the financial sector category.
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4. Analysis of the+ pfAi 0] RN U&3é ; dinanéial Acévitg results
Volume and 036 0OE AN OE +pfi 0] 3¢ U U UE 3pE &6 datadhthepdalbink& sheEtfandprofid ahddoss
statements drafted in accordance with the International Financial Reporting Standards (IFRS):

AB SEB bankas group Net profit has increased by 14% if compare the year 2018 to the year 2017:

EUR million 2018 2017 Change
Income 204 178 15%
Costs (79) (76) 5%
Result before losses 125 102 22%
Credit losses (1) 7 -
Operating result 124 109 14%
Profit tax (18) (26) 13%
Net profit 106 93 14%

Income increase during the year 2018 was related with increasj lending volumes together with higher margins, lower Deposits
O 3p3é EE N 6A S +*T E 0Eé E 38A éE ¢fieeU Ufe Ue¢gnéeE Opn O SPpENAE¢ U0 Ueég

The main financial ratios

2018 2017 Change
Net profit (EUR million) 106 93 14%
Cost / Income ratio 0.39 0.43 -4 b.p.
New loans (EUR billion) 2.17 2.2 -1%
Loans & leasing, net value (EUR billion) 6.3 5.7 10%
Deposits (EUR billion) 6.3 5.4 16%

Lending portfolio increase was caused of increased demand both in private and in busiseggnents. The main drivers of
AEGA U afp NAAUA OpfA O EpE GpU 3 E 36A cApanp® E ¢ REEpP | AE@3eA AEGA U U
Someratics reppE Eé UeO OE 383a] 36A OE +pid 0 a pE & 3pE OGpE Eé EA Ué OE 3%A&E ¥

The Group Ratio The Bank
31-12-2016  31-12-2017  31-12-2018 31-12-2016 31-12-2017 31-12-2018
1.31 percent 1.21 per cent 1.40 per cent Return on Assets 1.32 percent 1.22 percent 1.37 per cent
12.12 per cent 12.54 per cent 14.33 per cent Return on Equity 12.34 per cent 12.66 per cent 14.08 per cent
5. Major events since the end of financial year

Mo major events occurred since the end of financial year

6. +pA 0] 3¢ U U 0836 38A NApPES?

The AB SEB bankas Group in Lithuania aims at {@mmgn and mutually beneficial relations with all custoers of the Group. For

this purpose, the Bank implements its strategy to be the Home Bank for its customers, where their daily financial matters are
managed. As a relationship bank, AB SEB bankas offers modern and universal banking services and provatesiriha
professional and convenient way withAE0 O &AEp 28AUe0O AN E3:0 ¢ MHéEp] EEEA 38A E 0E¢ 3
The Group, seeking to implement its said strategy, also, taking into account the objectives of the SEB Group, envisages the
following key trends of activities:

x  Customer relationship strengthening To achieve this objective, the bank will further pursue its Home Bank
strategy aimed for the bank to become the main bank, i.e. home bank, for its custonzerdank that offers sound
solutions thatan Ep OE ¢ @AéEp ] NUe&3esU34 éEEA | Hp 8E RNAag U fAée ORAU
advisory, valuing simplicity and showing respect. The bank implements this strategy by developing new and
attractive services and attractive product offeringgo its existing and potential customers based on the needs of
relevant customer segments. The bank regularly measures satisfaction of its private irdlial and corporate
customers zNet Promoter Score (NPS);
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X Work culture and people The bank, as beforewill aim at creating an atmosphere of mutual trust and respect
enabling its employees to improve and reveal their potential to a full extent. For measuring its employee
satisfaction, the Bank applies Insight methodology used at the entire SEB group lexd allows assessing
employee involvement in the activities of the organisation as well as the employee performance efficiency;

x  Operational efficiency improvementin order to remain an efficiently operating and competitive bank, the Bank
plans to have is key focus on the following areas:

o0 Income growth, by i) prospecting new income sources, ii) being more advisory, iii) optimising pricing of the
s6a] Ep UcE N
o0 To ensure its profitability, the Bank has formed its transfer pricing, based on business tahmioncept;
business capital are resources required for executing a transaction, and which are assessed taking into

account the risk level of a relevant transaction. Business capital is attributed to each customer, at the same
time to a relevant subdivisin of the Bank;

o Ensuring cost efficiency, byi) rational setting of priorities both for daily and project tasks, ii) undertaking
regular stocktaking of the works in progress with the aim to eliminate overlapping of tasks (functions) thus
contributing towards improvement of the internal processes of the organisation;

x  Risk management improvementRisktaking is not a separate objective, rather it is aimed at creating added value
i ¢ MAEEp 36A 3& 3SAAU Umé3d pE pée A O3pE O ad Eefadle Yi€kEmaddg@ient pii O
system with longterm independent risk control functions since the date of its creation that are supplemented with
several advanced internal models and a detailed decisitaiking structure, excellent risk awareness among the
staff, uniform definitions and principles, riskaking control without exceeding relevant set limits and high degree
of transparency in disclosing external factors with key focus on:

0 Monitoring of the bank's Key Risk Indicators (KRIs);
o Compliance with the rgquirements of supervisory institutions (e.g., Basel lll requirements).
7. 1é6Nfipeées Uné 3% OE Eé& U ] pE E3p¢s0O 36A AE EAf0EéEe SUT T3, U U UE
AB SEB bankas Group did not undertake any R&D activities.
8. Financial risk management objectivegsedge instrumets in case of which hedge accounting is applied as well as
OE E& U ] GpUGE pU &L 44Uy UAU pU & 2éA éfiéE 3p pU & ¢3aE
The Group manages its financial risk as described in sectkinancial risk management poliégy Note 2 to the Year 2018

consolidated financial reporting. Said section includes also a description of financial risk management objectives, hedging
pb3é 3, Uné S00AUEA 3 EA&&a 3 OE +pii 0] ¢pEAU pU & 2eA é3paE pU & &E EAI

9. Data on theacqugition/assignment of own shares.

The Bank has one and during the year 208 AUA éf 3,y UpE U 1 & O3pE |l & AL OE 3é4] %% UA
s,y UpEA OE =2&3a] O3pE |l pueO OE pEGAp UeO GEpPpUAAL OE =é3d 36A U % U,
shares.

10. Employees

As 0f31 December 2018, the AB SEB bankas@ip in Lithuania (AB SEB bankasamd bY! Ué& E Ug¢Ua) haddfoBs »
employees (working under labour contracts with and without a fixed term, including those on maternity/paternity leave),bye.
0.7 per cent less compared to the end of 201 Avhen the Group had 603 employees. Asof 31 December 2018, the number of
actually working employees (excluding those on maternity/paternity leave) was 1,435, i.e. 1.7 per cent more than at the eind o
> L OEé OE 3¢, 3%& & é%Ep AN OE +pi 0] Eed&n EE 3 3L+33I

During the year 2018 the nmber of employees of the Bank alone (working under labour contracts with and without a fixed
term, including those on maternity/paternity leave) decreased by 0.8 per cemtfrom 1,592 to 1,580, and the number of the
Bank's actually employed employees (exatling those on maternity/paternity leave) was 1,424, i.e. 1.6 per cent more than at
the end of 2017, when their number was 1,401.

1¢ OE E3:p >"3ijL OE 3 Ep3sOE 3; 384 & éwEp AN OE 3&&8] Eédadnd EE SE ;4 A
maternity/paternity leave) was 1,394 employees (in 2017, it was 1,398 employees).
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The Bank The Group
31 December 31 December 31 December 31 December 31 December 31 December
2016 2017 2018 2016 2017 2018

Regular employees (working

under labour contracts

with and withouta fixed

term, including those on

maternity/paternity

leave) 1,578 1,592 1,580 1,588 1,603 1,591
Actually number of employees

(excluding those on

maternity/paternity

leave) 1,389 1,401 1,424 1,400 1,411 1,435

Tables below contain information on theum¥%Ep AN 3&4] 3¢ 384 i p AkbéaDerfgendomttlyFvages (before
S E TI <3%f p ¢Aé p3¢ fip ¢AAAE: U E %3pO0eUed 3OpEEeEeE AR éi api UAE RN
employees or of some of them.

The average monthly wage®f the managerial staff increased by 8.6 per cent yeam-year (from 3,838 EUR up to 4,168 EUR
as OE & é%Ep fNsn@tagetialastaff drop of a 10 per cent (from 149 down to 134).

The average monthly wages of the specialist staff increased by48oer cent yearon-year (from 1,350 EUR up to 1,464 EUR)
and the number of the said staff increase of a 3 per cent (from 1,252 up to 1,290).

Number of employees Average monthly wages (in EUR)
31 December 31 December 31 December 31 December 31 December 31 December
2016 2017 2018 2016 2017 2018
Managerial staff 152 149 134 3,630 3,838 4,168
Specialists 1,237 1,252 1,290 1,275 1,350 1,464
In total 1,389 1,401 1,424 - - -

11. Arrangements between the bank and members of its bodies or employees

On 25 Januay 2016, the administration of the Bank and representatives of the Bank employees signed an updated collective
¥%3pO3UeUeO 2OpEEEEE OU;O U&& %E 3&4UA & U& § 938 3p »"5¢1 ~OE OpE Eé (
bargaining agreement that wa effective since 27 January 2014. The collective bargaining agreement regulates labour relations

as well as terms and conditions, defines mutual obligations of the employer and the employees, additional incentive medsures

the employees as well as othelabour relations terms and conditions on which the employees and the employer have mutually
agreed, for instance, on a suiotal working Ofi p ] , th&#ation of the employment record, additional vacations, etc. The
collective bargaining agreement haveen signed by and between the administration of SEB Bank and representatives of the
labour cowncil. The labour council of thBank consists of 15 employees of the Bank elected by secret vote holding different
positions at the Bank. The collective bargaing agreement includes the terms and conditions of work and the aspects on which it

may be directly agreed with the employer.

e &3 U0Ure U O OE 3ea] 3AeUs&U p3 Unée U feE AN OE éesUé 3pE3 3, U U UE
periodically meets with the president of the Bank or his delegated representatives of other units. At such meetings,
implementation of the provisions of the collective bargaining agreement, future changes, also questions as well as obsargatio
from employees tomembers of the labour council are discussed.

NOEpPE 3pE & EQG3ps E 3pp3éOEEéE& pEOpAUEO E Ep%é¢cE 0® E E¢; EA U O OE 1
employees, should they resign or be dismissed without a motivated reason.

12. Information orthe Remuneration policy and its implementation

The information has been drawn up and announced implementing the requirements of ltem 14 of Resolution of the Board of the
364 AN <U O 3eUs aUEOs3pAUEO eUeUeé & pEy UpEEeéE é dit Nstifutioriiand gflitanciaNbrpkerdgé Eps U
¢cfién3eUE Eeénan EBL BAEA®R A3 >73%]I

The SEB Group has its approved remuneration policy, which aligned with the remuneration policy of the Bank's shareholder

Skandinaviska Enskilda Banken AB (pubBqually the remuneration policy implements legal acts of the Board of the Bank of
Lithuania regulating the requirements for the remuneration policy.
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AOE Y! +pfi 0] U Ufé U -classAdnadd t&dur dudténiers. Implementation of this visi@nimportant for the Group

i 3 p3¢ L pE 3U&L 38A AE E&f0 2&4Eé EA Eé0an EE 3éA i pE 3pA OEéel "OE Ofi3a
establish the main principles of pay for work, seeking to reward for a sustainable, lb@ign value-added creation that meets
interests of shareholders and investors. The Policy shall promote sound and effective risk management as well as desired
performance, conduct and behaviour. Further, the Policy shall prevent the risk that the remuneration models drivessige
risk-taking or conflicts of interest detriment to the best interest of SEBs clients. As well as, the Group aims that the remuoerat
to its employees is competitive in the markets and segments where the Group operates in order to motivate higlonpeirig
employees.

Information concerning the decisioimaking process used for determining the remuneration policy, including information
on the remuneration committee (composition and mandate)

The Group is guided by the remuneration policy that was appravly the Bank's supervisory council on 12th February 2018. All
of the Group companies have implemented the remuneration policy requirements. When developing said remuneration policy, no
services of external advisers were resorted to.
The Bank's Human Resdu¢ E~ EQ3p éEé AOE OEp U O OE nénadUsésE 36A UU a ¢fié pna &
remuneration policy and submits proposals on the policy changes. The remuneration policy is approved by the Bank's
supervisory council, upon approval of the [5fi 0] pEé& Ep3 Ufée (fieéU EEI "OE é3é30EéEé %A3pA ff
for the implementation of the remuneration policy.
Remuneration and Human Resources Committ¢3d December 2018)
"OE UEé éEp3 Ufie 38A / é3¢ UE i pcE neélreDE BRAUEe@pHEPABD A Ui 36¢E A OE QOF
regarding remuneration, leadership, business continuity and other issues related to the staff as well as proposes candittates

OE 3;3& 368] %AAUE 3éA pE/ fiééEEA i AUE; *¢aDEBAAUEQEURE @EpsUURe ¢hé
performs other functions provided for by the remuneration committee regulations and relevant legal acts.
Candidates to members of the remuneration committee are approved by the supervisory council of the Baatsons related to

the Bank or its subsidiary companies by labour relations as well as members of the Bank's management board may not be
elected chairman or members of the remuneration committee.

None of the members of the remuneration committee has shaiaghe Bank.

RIHO UNT

Skandinaviska Enskilda Banken AB (publ) Head of Baltic Division.

MATS EMIL TORSTENDAHL

Skandinaviska Enskilda Banken AB (publ) Executive Vice Presidenth€ad of Corporate & Private Customers.
JUHA LASSI JONAHHES KOTAJOKI

Memberof the Supervisory Council of AB SEB bankas

c by! 1‘é\E UsUa 24A &2~ O e bEé €¢Eps Uné (fieéeuU EEL OEpPEN
Nip % &EO3%& 3, 3pE O0EpNApeEA % OE Y 0Ep U Ap éfiMd,U&a AN Cc b
Information on the relation between the remuneration and performance results

SEB Group continuously follows up and secures that the variable remuneration models do not put the employees in conflict of
interest with its customers, promote appropriaE ¢ AAE AN ¢fieA ¢ %EO3 U p 36A An éf Ué Eé U U E
control functions shall support this follow up. The Remuneration Committee shall in consultation with the Risk and Capital
Committee examine whether incentives provided by theemuneration systems appropriately take into consideration risk,
capital, liquidity and the likelihood and timing of earnings.

Business performance results shall be established by combining the individual performance and balanced risk taking.
Remunerationshall be established for encouraging both immediate results, as well as long term results, and for encouraging
long-term strategic decisions to ensure a sustained business performance. Total remuneration paid for a specified period shall be
established takng into consideration several year results and shall not jeopardize the ability for SEB to achieve a positive result

of the Bank on the aggregated level during a business cycle.

16AU UA 33 E 38 3 UdAe U EA 3 3 NA A3 UfAé NrgmerdtionU iadviddd pefforibdntd Shalltbe p E
evaluated based on the financialand nefl U&3é, U384 UeAU¢3 Ap U Ouée OE Y! ] 3pOE 3pE3 AEpU
plan and the ambition to deliver worletlass service to our customers. IndividualbO3 Uf p 0388 %E E 34 3 EA %3 EA
core values as a starting point.
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The most important design characteristics of the remuneration system, including information on the criteria used for
performance measurement and adjustment, deferral policy drnvesting criteria

~OE +pfi 0 Eé0&f EE ] pEé éEps® Ufié ¢cAne U AN OE Nndan UeO OpEE EaE&Ee M
X base salary (or hourly rate);
X variable remuneration, which may be allocated according to the following programmes:
o All Employee Programmez Y! ] 0 p fi N &tior? grégiamme for all employees of the Group;

o individual programme, which is participated by a targeted group of employees and includes variable salary,
which may consist otwo parts: salary in cash andgalary in shares or in any other financial instrients paid
out after a certain set period of time;

X additional benefits.
Base salary(or hourlyrate) zU U OE 30E S%3® E 03 T E 3%48U OEA Ueé 3& E@0&fi EE] &3%fA p ¢

Variable remuneration z it is a variable portion of remuneration, which may bpaid to employees as an extra to the
remuneration by positionzin bonuses, rights to the Bank's shares, equltyked financial instruments, other financial or necash

Ue p éEé L 3éA OE sén & AN OU;O AEQE&A fé 3é peifdridantd of Bishé GabiivisBh orlbE O fi
the Group.

AOE GEcU%a pEy UpEeEé NAp 0° 6Eé AN 3pUS%AE pEe 6Ep® Ude U S00AUEA A
Remuneration Policy.

YI'] &4 'e0&i EE RpnOpiséddollestive! R alocation programme meant for all SEB employees. The AEP
outcome depends on factors indicated in the business plan of SkandiskaiEnskilda Banken AB (publy0 per cent of outcome

is disbursed in cash, another 50 per cent share is held for a tyesar period and will be disbursed in cash calculating based on

the total return of A class shares (TSR) of Skandinaviska Enskilda Banken AB (publ), i.e. based on a change in the psbaref a

as well as on the allocation of reinvested dividends for SEB shares.

Additional benefit zit includes additional health insurance, pension saving contribution, additional annual vacation, additional
paid vacation to students and other possible benefits.

The remuneration policy establishes that principles for the determinat and payment of variable remuneration to ristakers

é %E Ué 4UEE U O <@ edpiinuell adifiied interests, business strategy, objectives, values, and would
encourage reliable and effective risk management, and employees would notdmeouraged to take risk that is excessive and
unacceptable to the Group.

IShU3S%AE pEé 6Ep3 Ufe A OE +pn 0] EeéGan EE OR E GpANE UMé&sa 3¢ U U UE 3&/
impact on the risks assumed by the Group is established @rcling to the impact of their decisions on risk. An employee is

cheé UAEPEA 1 %E *%A8E f *3E AE; U Ure O3 O E 3 UOEUNU¢3e Uén3, 2Rl]TAEUN
the employee meets at least one of the following critexi

X employees with leading strategic positions in the Group;

x OE3A AN 4E % UG&E %AU U Ufe U O OE s Odpu i 24E AE¢;U Ufe O3
activity results;
X  employees with risk control functions;

x risk-takers, i.e. enployees with the right to conclude transactions or assume obligations and/or take decisions and able
to have a significant impact on the risk assumed by the bank;

x ¢O3UpeEe AN OE +pi 0] BE RpAA ¢ YYEp U,E G0pi 34 fée&sy) EE 386A GEEHE]
x Eénan EE OR E pEeé &Ep3 Uné U Ey 34 Ap E ¢cEEA OFE pEeé ¢Ep3 Uné AN OE
positions.

1SpU3%AE pEé 6Ep® URe Nip LAEe UNUEA SRR U ¢%&; &% EA %3 EA Ae OE idsap3U 24
than three to five years, and the actual variable remuneration is paid in portionsi Ep 3 GEpUAA O3 &3 ;O0E OF
operation cycle and operational risk. No less than 50 per cent of the remuneration to such employees must consist of shares o

any aher financial instruments.

The deferred variable remuneration portion is allocated proportionately over the entire deferral period, and its payment is
sh EA &R ESpAUEp O3& 3N Ep NeE E3p Ue¢E OE E&A AN 3 pEAashalde dfe@dfnE E] OF
more than once a year.
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18 ¢3 E AN NUegseg,U34a Ué p éEe O3 ¢fié U E 2 afnp Uné AN OE 33pU3¥%éiddfsEé éEp
applied. Such period is reckoned since the time of granting the rights tofihancial instruments. This provision applies both to

the deferred variable remuneration portion and to the variable remuneration portion that is not subject to deferral.

The ratios between fixed and variable remuneration

Variable pay shall not exceed 5(@er cent of annual base salary. Remuneration Human Resources Committee may decide on a
different variable compensation and official proportions but variable pay shall not exceed 100 per cent of annual base salary

Guaranteed remuneration is not paid inéhGroup.

Information on the performance criteria on which the entitlement to shares, options or variable components of
remuneration is based

Group has right to suspend payment of variable pay, a portion or total variable pay if performance of a specifope business

unit or a Group generates loss, including not limited to remuneration in cash and in other financial instruments.

I3pU3%8E 03 L 3 EA&& 3 OE AENEppEA oadp UneL O848 %E AU % p EA 3éA tanpid EA U
shall be related to the performance results of the Group companies, business unit or employee. Variable pay in accordarce wit

acts of law of the Republic of Lithuania shall be decreased and shall not be paid if the Group activity results do nottheeet

b3 U E 3%AaU OEA Ue OE +ph 0] % UGE b3 EO L OE&EpP® E &fi L OEed@0an EE
losses for the Group.

All pay outs are subject to risk adjustment which might reduce the final payt of the deferredamii € | Y! ] U@04aEéEé 3 U
the current regulations on risk adjustment of variable compensation stipulates that the deferred amount may be disbursedgaki
into account the following terms:

X 3Ue3v%UAU AN OE 3ea\ 38AYfp 6 +pA 0] NUese U334 38AU
x implemented annual objectives of an employee, also, adherence to the requirements of the internal legal acts.

Prior to the disbursement of each deferred portion of the variable remuneration and in each case related to its disbursethent
above-indicated terms are assessed.

The employee shall not be allowed to use any individual security strategies or insurance against decrease in variable pkingee
to prevent risk effect established in the variable pay calculation models.

General quantitative information on remuneration 2018
Comments and definitions on tables below:

X &8 36f & SpE OpE Eé EAE .8 AUSO: EGQAR Ep]

=1}
(&
C
w
Qo
o
=1}

x  Number of employees are defined at date December 31, 2018
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1 table zGeneral quantitative information on remuneration (fixe pay, variable pay, deferred, severance pay, etc.) to
employees of AB SEB bankas, distributed by senior management and identified staff

The Bank Management Identified Staff Other Employees Total
(thousand EUR) Board
Fixed remuneration 2018 747 1,829 26,194 28,770
Number of beneficiaries (31 December 2018 5 29 1,390 1,424
Variable remuneration 2018 187 320 2,825 3,332
Non deferred cash based (included All Employe
Programme) 11 62 1,342 1,415
Deferred Longterm equity based 176 258 1,483 1,917
% between fixed and variable remuneration 25% 17% 11% 12%
Number of beneficiaries 81 December 2018) 5 29 1,355 1,389

Amounts of new sigron payments2018 - = - -
Number of beneficiaries 81 December 2018) - - - -

Severance pay2018 - 117 674 791
Highest severance pay to single person 75
Number of beneficiaries 81 December 2018) - 2 76 78

Variable deferred remuneration earned2012 -
2017 and cash based paid out 2018 (included Al

Employee Programme) 15 72 931 1,018
Amounts of outstanding deferred remuneration
earned2012 - 2017 - vested amount 2018 168 306 204 678
Amounts of outstandig deferred remuneration
earned2012 -2017 -unvested amount 2018 716 983 2,818 4,517
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2 table zGeneral quantitative information onemuneration (fixed pay, variable pay, deferred, severance pay, etc.) to
employees of SEB Group (AB SEB bankasaad bY! Ué& E U ;Ua 38A é3 ~TL AU pU¥% EA 3% E¢
identified staff

The Group Management Identified Staff Other Employees Total
(thousand EUR) Board
Fixed remuneration 2018 859 1,884 26,328 29,071
Number of beneficiaries 81 December2018) 7 &l 1,397 1,435
Variable remuneration 2018 196 325 2,838 3,359
Non deferred cash based (included All Employe
Programme) 15 65 1,349 1,429
Deferred Longterm equity based 181 260 1,489 1,930
% between fixed and variable remuneration 23% 17% 11% 12%
Number of beneficiaries 81 December 2018) 7 31 1,362 1,400

Amounts of new sigron payments2018 - = - -
Number of beneficiaries 81 December 2018) - - - -

Severance pay2018 - 117 674 791
Highest severance pay to single person - 75 - -
Number of beneficiaries 81 December 2018) - 2 76 78

Variable deferred remuneration earned2012 -
2017 and cash based pid out 2018 (included All

Employee Programme) 26 77 936 1,039
Amounts of outstandiiy deferred remuneration
earned2012 z2017 -vested amount 2018 168 306 204 678
Amounts of outstandig deferred remuneration
earned 2012 -2017 - unvested amount 2018 722 989 2,828 4,539

3 table zGeneral quantitative information on remuneratio of SEB Group (AB SEB bankas dodB bY! Ué E Ug Ua
34 A é3 Bybusiness area

The Grou . . Corporate Wealth Other

(thousandpEUR) R e barF:king Management EiEL
Fixed remuneration 2018 11,305 3,603 301 13,862 29,071
Number of beneficiaries 81 December
2018) 739 136 11 549 1,435
Variable remuneration 2018 1,201 442 27 1,689 3,359
% between fixed and variable
remuneration 11% 12% 9% 12% 12%
Number of beneficiaries 81 December
2018) 723 130 11 536 1,400
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13. Information about positions held by key management perel in other companies

In the table below information is disclosed about positions held by key management personnel in other companies, as well as

place of main workplace:

Name of key Supervisory Council

management / Management
personnel Board

p3 A3 E UA Supervisory Council

Juha Kotajoki Supervisory Council

Riho Unt Supervisory Council

Stefan Stignas Supervisory Council

Main workplace Position

Skandinaviska
Enskilda Banken AB
(publ) (code

502032 -9081,
address
Kungstradgardsgata
n 8, Stockholm,
Sweden)

Head of Operations

Talosakke Oy (code
0777979 -0, address
Paasikivenkatu 13,
Kerava, Finland)

Board Member

Skandinaviska
Enskilda Banken AB
(publ) (code

502032 -9081,
address
Kungstradgardsgata
n 8, Stockholm,
Sweden)

Head of Baltic
Division

Skandinaviska
Enskilda Banken AB
(publ) (code
502032-9081,
address
Kungstradgardsgata
n 8, Stockholm,
Sweden)

Head of Corporate
Market

Other entities,
where position is
held

AS SEB banka @tle
40003151743;
address Meistaru iela
SL 134A&3 AUL
030IL ;E&3 3
Latvia )

AS SEB Pank (code
10004252; address
AipeUé E >L
Estonia)

AS SEB banka (code
40003151743;
address Meistaru iela
$L 134A43 AUL
030IL ;E&® 3
Latvia )

AS SEB Pank (code
10004252; a ddress
AipeUé E >L
Estonia)

The State Pension
Fund of Finland
(code 1583293 -4,
address Mikonkatu
15 A, Helsinki,
Finland)

AS SEB banka (code
40003151743;
address Meistaru iela
1, ValdlauAUL ;E3
030IL ;E&3 3 |
Latvia )

AS SEB Pank (code
10004252; address
ApeU& E >L 7
Estonia)

AS SEB banka (code
40003151743;
address Meistaru iela
SL 134A4&3 AUL
0301L ;E&3 3 |
Latvia )

AS SEB Pank (code
10004252; ad dress
AApeU& E >L 7
Estonia)

Spikia Gruppen AB
(code 556604 -

5372, address
Brunnsgatan 1, 172
68 Sundbyberg,
Sweden)

Position

Member of
Supervisory Council

Member of
Supervisory Council

Member of
Supervisory Council

Member of
Supervisory Council

Member of the Board

Member of
Supervisory Council

Member of
Supervisory Council

Member of
Supervisory Council

Member of
Supervisory Council

Board Member
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Name of key Supervisory Council
management / Management Main workplace Position
personnel Board

Skandinaviska
Enskilda Banken AB
(publ) (code

502032 -9081,
address
Kungstradgardsgata
n 8, Stockholm,
Sweden)

Head of Corporate &

Mats Torstendahl Private Customers

Supervisory Council

Skandinaviska
Enskilda Banken AB
(publ) (code

Erkka Nasakkala Supervisory Council 502032 -9081, iy Of. Rk
address International
Kungstradgardsgata
n 8, Stockholm,
Sweden)

AB SEB bankas (code¢ President of the
112021238, Bank, Chairman of
address Gedimino pr. the Management
12, Vilnius) Board

Raimondas Kvedaras Management boad

Other entities,
where position is
held

AS SEB banka (code
40003151743;
address Meistaru iela
$L 134A43 AUL
0301IL ;E&3 3 |
Latvia )

AS SEB Pank (code
10004252; address
AfipeUé E >L A
Estonia)

SEB Kort Ban AB
(code 556574 -

6624, address
Magnus

<3A &» O3 3¢ >
Stockholm, Sweden)
Stockholmsmassan
Aktiebolag (code
556272 -4491,

SAApE A°
SL & aolL
Sweden)
SwedSec

Licensiering AB
(code 556601 -
8569, address
Blasieholmsgatan
4B, Stockholm,
Sweden)
AS SEB banka @dle
40003151743;
address Meistaru iela
SL 138A4&3 AUL
030IL ;E&3 3
Latvia )
AS SEB Pank (code
10004252; address
AipeUé ' E >L »
Estonia)
bY! + %E

p3 AUé3 ~ S¢i
110076645,
address Gedimino pr.
12, Vilnius)
c byY! 1é E
I34A &3 ~ S¢iif
125277981,
address Gedimino pr.
12, Vilnius)

Position

Member of
Supervisory Council

Member of
Supervisory Council

Member of
Supervisory Council

Member of the Board

Member of the Board

Member of
Supervisory Council

Member of
Supervisory Council

Member of
Supervisory Council

Member of
Supervisory Council
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Name of key Supervisory Council
management / Management
personnel Board
Vaida {30 &U Management board
U 3p3 UAEA&l Management boad

Vilius Juzikis Management board

Roberts Bernis

Management board

14. Socal responsibility report

Main workplace

AB SEB bankas (code
112021238,
address Gedimino pr.
12, Vilnius)

AB SEB bankas (code
112021238,
address Gedimino pr.
12, Vilnius)

AB SEB bards (code

112021238,

address Gedimino pr.
12, Vilnius)

AB SEB bankas (code
112021238,

address Gedimino pr.
12, Vilnius)

Position

Head of Retail
Banking Division

Head of Business
Support Division and
Chief Financial
Officer

Head of Corporate
Banking Division

Vice President of the
Bank and Chief
Credit Officer

Other entities,

where position is Position
held
bY! + %E

bs AUés ~ Syi
110076645, l\S/IL?:;tr)\irseg Council
address Gedimino pr.
12, Vilnius)
c by! 1& E
I384A é3 ~ S¢if
125277981, '\S/Ijrr)r;tr)\irsg:y Council
address Gedimino pr.
12, Vilnius)

Public institution
"LIETUVOS JUNIOR
ACHIEVEMENT"
(code 191832513,
SAAPE |+
g. 12-121, Vilnius)
Association "Mentor
Lietuva" (code
300049687,

address Gedimino pr.
12, Vilnius)
Association
"INVESTORS'
FORUM" (code
224996640,

address Jogailos g.
9, Vilnius)

Public institution
"Baltic Management
Institute" (code
195005151,

address Konstitucijos
pr. 7, Vilnius)

Member of the Board

Chairman of the
Board

Member of the Board

Member of the Board

None

None

For the purpose to disclose information required by social responsibility report the Group uses parent company Skandinaviska
Enskilda Banken AB (publ) report, which covers SEB Group, i.e. parent company Skandinaviska EnskildanBeKpubl) and its
subsidiaries (hereinafter zSEB or SEB Group} OE pEQOfip AE ¢pU%E Y! ] AVE-EEZAVE:AY) fipa 3eéA U

3 0E¢ AN Y! ] 3 &3 % U Bscriphidnd &&vefi prd¢edures in relation to human rights, labaights and social
relations, anti ¢, ipp 0 Ufié 3éA OE Eé UpfeéEe 3é6/e0 A OEp OUe&O | :E 3 0E¢ AN Y! +p
management, corporate governance (including sustainability governance) and staff composition, remuneraticoh lzenefits, are
Uecd AEA Ué 3008U3%aE asp AN OE UEddp AN OE UpBrulliversiod &f Sustaingiling] &é

report included in the Annual Report of SEB Group for the year 2018, can be found on websibgroup.com

AboutS! ] % U@EE
SEB is a leading Nordic financial services group. In the Baltic count@&&B offers financial advice and a wide range of financial
services to corporates and private individuals. The bank strives to provide customers with services thatt their needs and

preferences including longerm sustainability aspects.
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Approach to sustainability

As a bank SEB is an integrated part of society5sEB aims to be a role model in sustainability and has a strong ambition to
contribute to sustainable grovth and to help customers and other stakénolders prosper. Through financing and investment
activities, the bank strives to facilitate the transition towards sustainable solutions. The world has common challenges and SEB
can be a driving force and therebpart of the solution. SEB aims to contribute to shgrmedium and longterm value creation

from economic, social, governance and environmental perspectives. In thersewf its business, SEB affectboth directly and
indirectly, markets and communitiesind at the same time recognises the importance of responding and adapting to trends that
impact the bank.

SEB aims to avoid or minimise negative impact of its products and services and strives to identify business opportunities to
create positive impacté AUEE U O OE %3&éa] 0 pand EL U Uné 3éA p3 EO |
Y 3Ué3%U&aU U Ueé EOp® EA Ué Y!'] % UEE 3, U U UE Opi 00 OE artl €3304
fundamental enablers. To get the greatest possible effect, SEB has chdseiocus on four success factors:

- Innovation and entrepreneurshipz SEB is guided by a strong belief that entrepreneurial minds and innovative

companies are the key to creating a better world. SEB supports innovation and entrepreneurship to drive sustena
economic development and contribute to creating new jobs and growth in society;
- Sustainable financingz SEB strives to contribute to reorienting capital flows to lesarbon and sustainable activities, to
increase the share of positive impact financing¢ A 0 U U E&4 Uéd3¢ ¢ AEED ] sUé3%UAaU  Na
- Sustainable investmentsz SEB aims to have a comprehensive and competitive offering with environmental, social and
governance factors fully integrated into all investment processes;
- Responsible and practive advice z Y! E&O3OE Ué &AEp 33¢AU&O U ¢ #AeEp ] EEA 3
transition to a more sustainable society. This is enabled by engaged and knowledgeable employees.

fa—

The fundamental enablers (blue boxes below) are at the core of SEB & A&@ success. As a company in the business of trust,
short-comings in any of these areas would limit the bank from being able to create g value for stakeholders.

Success ) )
factors Innovation andentrepreneurship
Sustainable financing Sustainable investments
Responsible and proactive advise
Fundamental
enablers Financial Risk Business Cyber and

strength and management ethics and information

" conduct security
resilience and Data
protection

During 2018, sustainability aspects were further integrated into several ApE OpfA¢E E cO 3 YI'] % U€E 04&s
OEpE 30e3,UAU O3 %wEEe AENUBEA 3 AéE p3 EOU.zp8BORAeEe AN Y! ] 3% UBE
Guidelines and policies

Y] 30U &3% U 4aU sed dipdpplicaliledaws, regutions, internaticmal agreements and initiatives. These include:
|  The UN Global Compact;

|  The UN Universal Declaration of Human Rights;

|  The ILO Core Conventions on Labour Standards;

|  The UN Guiding Principles on Business and Human Rights;

| OUAApEE] UUOO 38hles; UBE RpUegUD

|  The OECD Guidelines for Multinational Enterprises;
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|  UN-supported Principles for Responsible Investments (PRI);
|  The UN Environment Programme Finance Initiative (UNEPFI);

|  The Equator Principles.

Over the years, SEB has developed various steering docuisein the area of sustainability. SEB abides by the Corporate
Sustainability Policy, the Environmental Policy, the Human Rights Policy, the Code of Conduct, the Code of Conduct fersuppli
and the Tax PolicySEB has three position statements (Child lar, Climate Change and Fresh Water) and six sector policies
(Arms and Defence, Forestry, Fossil Fuel, Mining and Metals, Renewable Energy and Shipphese provide guidelines on best
practice as well as on the international conventions and standardsattthe bank encourages companies to folloEB aims to
work with customers and portfolio companies towards improved business practices. Furthermore, SEB is committed to
international agreements such as the Paris Agreement and the UN Sustainable DevelopGeals and actively supports the EU
Commission Action Plan for Financing Sustainable Growth and the Task Force for Cliraltied Financial Disclosures (TCFD).

UN sustainable development goals

The UN Sustainable Development Goals (SDGs) have set the gladgenda for nations, businesses and societies on how to
approach the major challenges of our time, how to achieve sustainable economic growth, social inclusion and environmental
protection.
YI'] ¢ MfAéEp B3pE pEGUpE Eé EA Ué 34&dandeORsedors, Ikelbadiecan addvalue and contribute to all

iN ¢cB] Y + L AUpE¢ & 3éA UBAUpPE¢ & | /i E EpL OE %3¢éa 03 UAEé UNUEllt6eA apl
the business strategy and sustainability approach, and wieethe operations have a fundamental impact:

| Decent work and economic growth;

|  Industry, innovation and infrastructure;

| Climate action;

| Peace, justice and strong institutions.

In 2018, SEB continued to integrate the above SDGs into the business, and thisrtepso visualises the connection to several
other SDGs.

INNOVATION AND ENTRERENEURSHIP

SEB was founded over 160 years ago in the service of enterprise and has since then been committed to supporting companies to
develop and create value for society. Thuing businesses lead to growth and new jobs, as well as opportunities to solve
environmental and societal challenges.

In Baltic countries, SEB regularly hosts events that connect entrepreneurs and innovators with investors.

SUSTAINABLE FINANC

ResponsibdE NU&3&;, U0 36A aEEAUEO 2pE fApeEp & Eteri Rustaindblesvalug éd customprE and € O 4 ¥
shareholders. SEB is committed to supporting its customers in their work on transitioning to sustainable solutions. The bank
integrates risks and opportunities related to environmental, social and governance (ESG) aspects into customer dialogues,
0AAU,UE 38A GpA¢E E I ¢¢ipAU&O A Y!'] pEAU RA&U¢; fé ApGAp3 E YindalUé&s%U:
credit decisiors, with focus on the repayment capacity of the customer, the underlying value of collateral, as well as reputational
consequences for SEB. The aim is to identify, analyse and manage these issues, including in the areas of human rights, anti
corruption, lakour rights, social relations and environment. SEB continuously strives to further integrate sustainability into its
business as well as into risk management and due diligence proces3é® bank is convinced that increased knowledge and
understanding amongemployees is crucial for succesdn 2018, the bank therefore intensified this work. Through increased

knowledge and understanding, the aim is to further integrate sustainability in due diligence processes, such as the-Koaw
Customer process.

Supporting customers
SEB supports its customers in their efforts to reduce negative environmental impact on biodiversity and the environmenheAt t

seE UGEL Y! pUE 1 UAEé UN fAaanp éU UE 3 A¢US EA U Osplutiong@Ep | 36%U UR
The bank does for example not provide financing for new cefiled power plants, other than to customers committed to the use
iN E¢;O0efAaAOUE ¢O 3 be3pwné 20 pEAL OULO % 3é SEB&MP Bbisupdortepdef 6 O i
customers in making environmentally beneficial improvements in their shift away from coal.
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The climate change challenge and TCFD recommendations

SEB believes that climate change is one of the most serious global challenges the world is facing. It wélldigwnificant impact
across many sectors and the bank has an important role to ensure transparency around climelteted risks and opportunities.
AOE >"%j pEOfip Npfhé céU EA B3 Ufiég] 1& EpOf EpeéES 34 R38EA fié ampérakte G360E ¢
nations, organisations and the business community strengthening their efforts to limit the global temperature rise to wétivbe
OE >a 3pOE |

Climate change governance at SEB

In 2018, SEB endorsed the Task Force on Climattated Financid Disclosures (TCFD) recommendations, a global initiative
3yeUeO f UegpEs E 36A O3péné Urdiatedfidarcialdisdosyide U stakeholders. Since then, the bank has
initiated work to implement the TCFD recommendations, under the sponsorshipthe Chief Risk Officer, targeting four
cornerstonesz O Epé3é,EL p3 EO L pU & é3é30OEE@Eé L @ E&& 3 @&E pU¢ 3éA 3pOE | Y!
climate challenge into its processes.

The Board of Directors has adopted the Corpor&E Y 3Ué&3%U&U RAaU, L OU;O Uésd AE Y! ] Eé U
OpE UAEe O3 300pn EA OE %séa]l oan U Une 3 EeEeé fé caueées E (0O380EI "OE n
é3e30Ee6Eé& Np3éE fnpal Y! a Of Epésésly sthtl with the dvdréight byd the Board of Directors to
operational committees in the divisions.

Since 2018, the Group Risk Committee is the formal escalation forum for reputational and sustainability risk matters.

One priority of the Group Sustainabilitjunction in 2018 was to further develop the key performance indicators in order to
measure progress within sustainability.

Climate change strategy

To date, a number of strategic decisions have been taken as a result of the climate challenge. ExampledificlY! ] AE¢ U Uné
lower its exposure to coal producers in both its credit portfolio and fund holdings. The ambition is also to grow the gozen |
portfolio consisting of assets contributing to lower carbon emissions, as well as new products such asrgmortgages
supporting energy efficient housing. Integrating sustainability in the business model, aiming to develop new sustainableigi®d
and services, and enhancing corporate advisory capacity to capture opportunities in a transforming energy ses®isome of

OE UéU U3 U E Ué OE %36&02% UEE 043¢& >"5¢
Managing climaterelated risk

dUé3s E 0380E (38 O3 E 38 Uen3y fé Y!'] ¢pEAU afAp NA&UAM 36A N éA OA&hAUEO L
risk analysis and managementThe bank has developed a methodology to capture the more ldagn effects of material
sustainability and disruption issues in the credit analysis.

Qualitative sector analyses are being performed on the most affected industries in the transition to adavbon environment,
including energy, transport and the manufacturing industries. With regards to physical risk, industries such as real estate,
forestry and insurance are deemed to be more impacted.

The implementation of the TCFD recommendationisajéE 1 1 U Y! ] 3é%U Ufé A %WE Ep EAEp 38A (
climate scenarios, in terms of a transition to a leearbon environment and physical consequences of climate change, as well as
opportunities and risks implied. This will be importanoif future strategic decisions and risk management.

SEB is also investigating ways to measure the climate impact of the credit portfolio and assets under management in terms of
carbon emissions. One initiative is the Impact Metric Tool, which SEB develdpedustomer use. SEB will also be liaising with
the domestic and international financial community in the development of definitions and standards.

Green financing

For more than a decade, SEB has supported large corporations and financial instituticisdimg sustainable financing solutions,
¢0O 2 OpEEé %néA | >"8; 3 OE 8~ 0 266U Ep 3p AN OE npadA] NUp OpEEé %ié
World Bank and initiated by SEB. Over the years, SEB has gradually developed its rote gdgbal thought leader and has
proactively contributed to setting the standard for this financing vehicle.
Y! pE;AO&U E OE éEEA Nip N p OEp O:péfieU UeO OE OpEEé %hneA &3paE 38A O
sustainable finance andhe ambition to create a green bond standard among other things. In 2018, SEB was the fifth largest
6AEp pU Ep 38A Y!'] OA&n%3& O3pE AN 6AEp pU Ued 3 ol Q0Ep (Eé& L (AppE af
Bloomberg).
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YI'] A& OpEEé %fnéA
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Green Bond Framawork provides a clear definition of what is required for assets to be eligible for green financing. The Green
fieA *p3eéE fApa 3éA p3 EO L AOE OEp U O Y! ] lé UpfieéEeé 34 RAaU¢ 36A OE 3;¢1
basis for ensuring®3 Y! ] OpEEé %ieA 3¢, U U UE apnéd E

low-¢3p%fie 36A ¢caU8s E ¢O30E pE UAUEE Ué E &E& | 16 >"8jL Y! | OpEEe afi%é afp
intends to further develop and expand sustainable financing over the next few years.

Contributing to green and social impact

SEB has for several years focused on financing solutions for social impact. In 2018, Fannie Mae (FNMA), the US government

sponsored enterprise and leading provider of financing for the US housing market, engaged SEEthth Ué pAA ¢E *BA ] O

bond programme to socially responsible investors in Europe. Two green bond transactions with SEB as a lead manager followed.

Y! 3 33 f anlUé A&E3A é3830Ep Ué OE ! piGE3%e 16 E éEé 3&4] Bdrd (SABgalnpsa v
03 AEénée p3 E 11 ] ¢fieeu éEe A 0oo0fp UeO OE cB Y 3Ué3%AE E EA&nfGeEe +is3

bond are used for investment in water supply, sanitation and flood protection, the SAB programme is expected parek to

other sectors such as health and education once detailed reporting frameworks are in place.

Equator principles

SEB adheres to the Equator Principles (EP) since 2007, a voluntary set of guidelines used by financial institutions to sissess
socialand environmental impact of large projects and to help their customers to manage them. A review of EP is ongoing.

During 2018, SEB took part in the work related to the update to EP IV, which is planned to be finalised in 2019.

In 2018, SEB had two projecfinancing transactions under the Equator Principles, one category A (projects with potential
significant adverse environmental and social risks and/or severe impact), one category B (projects with potential limitectesdy
environmental and social risks afior impact that are lessevere).

SUSTAINABLE INVESTMES

SEB is one of the largest institutional investors in the Nordic region with SEK 1,699bn in assets under management foreprivat
corporate and institutional customers. In 2018, the assets under magement for funds within SEB amounted to SEK 622bn, of
which 100 per cent were managed according to the Uslpported Principles for Responsible Investments, PRI (one index fund
excluded). SEB is a signatory of the PRI since 2008 and has since then repoyéatly on how SEB complies with the six PRI
apU&é,UGAE | 18 RU1] Op3AUe&O AN SUE3%AE U8 E éEé H»>"3jL Y! DpEGEU EA 38
Y!'] fpa U OUe 3UB3YA4E U E éEé |
SEB aims to integrate sustainability aspextinto all types of investments and in all asset classes, to meet customers'
expectations and to contribute to the development of a sustainable society. The investment strategies are based on continuous
engagement with the companies that SEB invests in laehalf of its customers, and on including companies that perform well in
3U&3%UAU fAp O E Ea& AENUEGEA 0&3é Nip 3 p3é U Unél 1é sAAU Ufigierigiénaseu
are excluded.
Inclusion of sustainable companies

On the customers' behalf, SEB increasingly invests in businesses that actively manage the environmental, social and goeernanc
aspects of their operations and believes that these will be more successful over time, adding value for customers, compardes
society. As an example, fund managers strive to identify companies that have a reduced impact on the climate, within arels su

as carbon emissions, water use and handling of toxic waste. One of these funds is SEB Sustainability Fund Global. SEB offers
more than 20 funds with a clear sustainability profile, and the customer demand for this category of products is increasing.
During 2018, SEB further transitioned funds to become sustainable, meaning they adhere to the strictest sustainability iexiter
Goingforward, SEB will continue to develop products with positive impact.

Exclusion criteria

All SEB's mutual funds exclude companies involved in the production or marketing of controversial weapons and the
development or production of nuclear weapons programié | * p OEpeéApEL Y!'] N é6A Af éf Ue E Ué ¢
respect international conventions and guidelines, such as the UN Universal Declaration of Human Rights and the UN Global
Compact, the ILO Core Conventions on Labour Standards and the @a@ilines for Multinational Enterprises. SEB does not

invest in companies involved in thermal coal extraction, that is, mining activities in which thermal coal accounts for rhare20

0Ep ¢Eé AN OE cféase ] fp Oph 0] b tufid€Edoinof Inyest in cohigeiadtaal extract coal, gas or oil.

SEB reviews the fund holdings with its adviser E$hix semiannually.
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Evaluation of external funds

Mutual funds from suppliers other than SEB (external funds) are evaluated by a spedimldf analysis team. The sustainability
analysis process was implemented in 2017 with a focus on analysing how fund companies integrate sustainability into their
investment processes.

During 2018, the sustainability analysis of all the funds in the offerimgntinued. At yearend 2018, 46 funds out of a total of

about 65 had been analysed and assigned a sustainability rating of A to C, where A is the highest rating. Furthermore, @mumb

of Arated external funds with strong sustainability integration have bEé SAAEA f OE ANNEpU&OIl Y! ] 3é%U U
level of sustainability in the external fund offering over time.

All new external fund management companies are required to sign the Principles for Responsible Investments (PRI) and to
exclude corroversial weapons. At yearend 2018, 100 per cent (at yearend 2017 z 97 per cent) of these companies had
signed the PRI.

Engagement for reducing carbon emissions

SEB hadbeen actively supportedpower generation companie$or several years where coal asan energy source exceeds 10 per
cent, in finding sources of energy other than coal. The focus of the work is primarily on European power companies. Sinte 201
SEB is also engaged, together with Institutional Investors Group on Climate Change (IGCGp@E UeO OE #ApaA] 37~
carbon emitters in order to reduce emissions globally. In 2018, 18 per cent of these 100 companies reported their official
support for, or had undertaken to implement, the recommendations of TCFD. 22 per cent of the corepdrad set or committed
to set a sciencebased target for reducing their greenhouse gas emissions or equivalent lbaign target beyond 2030.
Y!I O3 UOEEA OE Ané pE3& 33p¥%hné RAEAOE 3éA OEpPE% ¢néeeéu i hee18ad ofpEQRApP
YI'] Ey U RN @A EpE éE3 pEA 3&A pEsiiéifpork dll three éniral efhigsion areas (scopezB) according

i OE +pEEe&eOf E +3 Rpi A¢gnal "OE ¢38&¢ &3 Uné 3pE %3 EA Ae OE Y Edrlur@ 1é& E
companies operating in the Swedish market.
Y! E6O30E AUpE¢ & Ueé 3 AUSAAO E U O ¢iéen3eUE | é3630EéEe 33&A %ia3pA AN AU
in issues related to human rights, labour rights and social relations, ®otiruption and environment. As regards international
companies, SEB collaborates with other investors as well as with partners like Hermes EOS, IIGCC, the Carbon Disclosate Proje
(CDP) and PRI Clearinghouse.

Impact Metric Tool

16 AUEE U O Y! ] 3gy, thé Bank copfinibusly develops sustainable products and services. In 2018, SEB launched

the Impact Metric Tool, a quantitative framework for assessing the sustainability of any customer portfolio of listed egsiitie
securities. The aim is to increasthe industry transparency regarding responsible investment and provide investors with
additional information in the fund selection process, introduce new dimensions when constructing portfolios and evaluate
investment policies. The tool can be used to d8fé E O &fi%34 ¢ O343aEE0E Opfh O OmoteEhanBD cistemdr 1& >~ 3
portfolios were analysed and the responses from customers were positive.

In 2019, SEB will analyse all SEBranded funds by this tool.
Impact investing

SEB is one of the largest orofinance fund managers in Europe. By investing in microfinance institutions, investors can earn a
bE pé& OUAE é3aU&0 3 fAgU38 Uensg | ~Opid OO HEE Y~ éU¢pANUE3Ec,E Ué Ue URé L
with lower income in developig countries, people who are often excluded from the financial market.
In 2018, SEB broadened the impact investing offering with the SEB Impact Opportunity Fund. This fund has a broad investment
universe of which many areas, such as energy, financial isadin, education and agricultural development, are directly linked to

OE ¢cB] Y +1 ~"OE N A 03 %EEé AE EAAOEA Ué (&R E ¢nd&3%nps Une U O 3 NE U
date, which allows the fund to work more longerm with selected projects.
RESPONSIBLE AND PROAVEADVICE

For SEB, it is important to know its customers and their preferences. The bank aims to have constructive dialogues andeprovid
responsible and proactive advice to customers about sustainability aspects as vasllabout the consequences of their activities.

YI U O UAEA % O&f%3a& UéU U3 U E L Ué Epés Unes3d 3eA3pA L 36A OE %3éa] U
valuable base in the customer dialogues and help incorporate sustainability aspéuts decisionmaking.
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stand the need for support among advisers in the organisation and help them to be proactive as national and international
regulations evolve in this area.

Identifying potential negative impact

SEB strives to identify and assssareas within human rights, labour rights and social relations where the bank can potentially
have negative impact through its business relations. Based on prioritisation, proportionality and/or leverage, findings ctezla
upon to prevent, mitigate andemediate potential impact. SEB is willing to work with customers with sustainability risk, provided
that there is a willingness and financial capacity to implement the required corrective measures.

SEB expects its customers to respect all Human Rights dinel ILO Core Conventions on Labour Standards through appropriate
due diligence systems. Moreover, SEB is committed to identifying and managing corruption riskeamsactions. The bank
continuously works to strengthen key processes from a sustainabilityespective such as in the knowour-customer, credit
granting and risk management processes.

Y!'] 3aapnrz¢eO A 3
SEB pays taxes in accordance with applicable laws and regulations in all countries where the bank operates. SEB undertakes al
dealings withtax authorities in a professional, transparent and timely manner, both when it comes to its own tax matters and in
reporting obligations regarding customers. SEB does not use nor facilitate tax evasion schemes. SEB works actively with risk
assessments, fameworks and controls in order to ensure compliance by all SEB units. The bank does not use structures lacking
business rationale in order to avoid taxes. Neither does SEB provide products or promote structures where the sole purpose is
tax advantages. Thébank does not cenperate with external parties to facilitate tax evasion, nor to facilitate transactionwhich
SEB is unwilling to provide itself, where the sole purpose is tax advantages. During 2@EB is conducting a review of its tax
policy.
Custoner privacy
~OE p AN Y!'] ¢ fHéEp U %3 EA fAé pE 0E¢ Nap 3éA api E¢ Uide AN ¢ AEEp ]
compliant with the General Data Protection Regulation (GDPR), the EU reformed data protection legislation that came i@ for
ue »"sj 36A OUs,0 O pEEO OEEEA U&AU UA 38 ] puUOO uUeé Epé AN O OEUp As
SEB actively contributes to sustainable development in the EU
Y! E&¢féeE OE ! pAdE3é fééeU URe] ¢ URé 0a3é neéThe glasgetsodl the netebsdy.sidps+ p i
for the financial system to contribute to sustainable development and has three main objectives:

- reorient capital flows towards sustainable investment, in order to achieve sustainable and inclusive growth;

- manage finacial risks stemming from climate change, environmental degradation and social issues; and

- to foster transparency and longermism in financial and economic activity.

Since 2018, SEB is represented in the Technical Expert Group and is one of 35 membetsitheollaboration, develop an EU
classification system, a taxonomy, create an EU green bond standard, improve the disclosure of clinetdted information and
develop a category of lowcarbon indices. SEB believes that this work will be crucial for enbing the financing of sustainable
growth in EU.

SUPPLIERS

SEB has established, and maintains, procedures to evaluate and select suppliers and contractors, based on financial,
environmertal and social aspects. These aspects include human rights, labountsgnd social relations, ardtorruption and are

3gEe Ueé f3g¢f & Ué Gpii¢g pEGEE AE U Ufée 38re0 U O cfiééEpgeU3& 3 GE¢ | Y! @n
where appropriate. During 2019 SEB will update its sustainability requirementsinded in the supplier agreements and review

OE apA¢E AN 008AUEp ¢(pEE&UEOL OU;O U. 4UEAEA A Y!'] 0 peO3 U0 GpAGE
PEOPLE

As an employer, SEB has a responsibility to ensuretthh employees are treated equally and with respect. Everyone should be

given the same opportunities for professional and personal development. SEB rejects all forms of discrimination and harassmen
OE OEp OU U %3 EA fAée 3é Ueé Ardl afidin? §dnddr, €kié Oaloufiath écttizénship, age, didaility, civil status

or sexual orientation. This is equally important in relation to customers and other stakeholders as in relation to colleagues
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In 2018, SEB increased its focus on inclisfié 3éA AU Ep U Ué OE fApO3éU 3 Uféel YI'] NUp 1é¢8
adopted by the Boad in 2018. A governance struture was established, which includes a steering group with members from the

Group Executive Committee and divisional marement, as well as an appointed Chief Inclusion & Diveysitfficer. Moreover, an

16¢4 Ufeée 38A U Ep U 1éAE 3  pE3 EA 38A Ué EOp® EA Ué i Y!'] Eédn&n EE p E
professional background and geographical provenaacspecial attention has been put on issues concerning sexual harassments
where processes for raising concerns are established. Unethical or unlawful behaviours can be reported via both external and
internal whistleblowing channels.

Asafe and sound work & UpfieéEe (né%UEEA U O OAnA OE3®8 O 36A ApaYAUNE %sa3é.E NA
OEpNApésesE 36A an¥% 3 U Nsg Unrel && AN Y! ] Eéadd EE B3pE ¢f EpEA % ¢id
continuous dialogue is carried on ti employees, employee representatives and with trade unions. SEB has had a European
Works Council (EWC) since 2003.

ENVIRONMENT, DIRECWIPACT

SEB works to reduce its direct environmental impact, while its greatest environmental impact is indirect. SEBséaa goal to
reduce its total carbon emissions by 20 per cent from 2016 to 2020. In 2018, SEB reduced carbon emissions by approx. 2.5 per
cent, where, among other things, reduced office space contributed to lower energy consumption. Emissions fromesssiravel
increased by about 5 percent. Going forward, SEB will further focus on reducing emissions related to travel. In 2018, SEB
updated the emission factors for the calculation of conversion from MWh to tonne. This resulted in the figures for carbon
emissions being recalculated, and the target has been adjusted, from 17,000 tonnes to 18,500 tonnes.

TARGETS AND KEY PERRMANCE INDICATORE&ERATED TO SUSTAINABTY

YI'] % UEE 0&@Dinslades strengthened focus on sustainability. SEB will staet classify and gradually transform
its credit and investment portfolios. This will be underpinned by increased transparency and disclosures of progress. Matrits
targets will continuously be developed and aligned with future national and internationatjuirements and expectations.

Target 2019 -

. 2021

Area Description Result 2018 Result 2017
Innovation Createsustainablgfinanceinnovationcentre_to develop and  pecided Establish (2019)

launch new sustainable products and services

x  Green loarportfolio SEK 16bn SEK 13,2bn Increase

x  Green mortgages Launched Establish baseline

(2019), increase

Sustainable
finance . R . .

x  Green bond issuance, ranking in the Nordiountries (1) 1 1 Keep

X  Gradually shift credit portfolio towards increased Classify and set

sustainablefinancing targets (2019)

X Total Assets under ManagemeifduM) managed 11% (2) 8% (2) Increase

with sustainability criteria

x  SEB funds managed with sustainability criteria, share ¢ 30% 25% Increase

AuM

X  SEB fids managed with human rights criteria, share o 100% 100% Keep
Sustainable AuM
investment

X  SEBmpactandthematicfunds (3), total AuM SEK 8bn Increase
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e Integrate sustainability KPls into Decided Define and launch
incentive programmes for senior (2019
managers
People
° Gender by management type, (m/f):
- Group Executive Committee (GEC) 77/23% 83/17% :Sgreerﬁgf balance
- Senior management 66[34% 69/31% management
Business ethics e  Employees that have completed training in Code of 90% 85% 100%

and conduct

Conduct (4)

Environment, °
direct impact

Reduce total carbon emissions with 20% 2016-2020

23,198 tonnes

23,797 tonnes 18,500 tonnes (5)

(2020)

(1) Bloomberg
(2
(3
(
(

) Includes only SEB funds assessed with sustainability criteria

4) Includes consultants, excludes employees on leave of absence

5) See comment about re-calculation above (Environment, direct impact).

President of AB SEB bankas

Head of Business Support Division and Chief Financial
Officer of AB SEB bankas

Vilnius,

12 March 2019

) Includes among others Micro Finance Funds, Impact Opportunity Fund, Green Bond Fund

Raimondas Kvedaras

Aivaras Cicelis
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AB SEB bankas

INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2018

(Al amountsin EURhousand unless otherwise stated

Interest income

out of this interest income at effective interes:

rate

Interest expenses
Net interest income

Fee and commission income
Fee and commission expenses
Net fee and commission income

Net financial income

Gains less losses from investment securities
Dividends

Other operating income

Net other income

Total operating income

Personnel expenses

Depreciation, amortization and impairment of
tangible and intangible assets

Other expenses

Total operating expenses

Profit before credit losses
Net expected credit losses
Impairment losses on loans and advances

Profit before income tax

Income tax expense
Net profit for the year

The accompanying notes on padisto 119 are an integral part of these financial statements.

Note

18,19, 20
8

10

The Group The Bank
2017 2017
Reclassified Reclassified
2018 (Note 37) 2018 (Note 37)
129,420 119,523 129,562 119,643
113,259 105,105 113,401 105,224
(12,269) (20,486) (12,264) (20,486)
117,151 99,037 117,298 99,1!
96,039 87,477 91,606 83,591
(28,878) (23,088) (28,380) (22,566)
67,161 64,389 63,226 61,025
17,285 14,601 17,285 14,6(
- (1,394) - (444)
- - 1,
2,763 1,258 2,937 1./
2,763 (136) 2,937 2,6
204,360 177,891 200,746 177,477
(43,180) (39,808) (42,732) (39,342)
(5,655) (5,911) (5,638) (5,892)
(30,807) (30,014) (30,357) (29,595)
(79,642) (75,733) (78,727) (74,829)
124,718 102,158 122,019 102,648
(698) - (698) -
- 6,976 - 6,976
124,020 109,134 121,321 109,624
(18,182) (16,096) (17,775) (15,950)
105,838 93,038 103,546 93,6
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The Group The Bank

Note 2018 2017 2018 2017
Net profit for the year 105,838 93,038 103,546 93,674
Items that may subsequently be reclassified to t
income statement:
Net gain (realised result) on available for sale
assets 28 - 1,248 - 1,249
Income tax relating to the components of other
comprehensive income 28 - (187) - (187)
Items that will not be reclassified to the income
statement - - - -
Other comprehensive income for the year - 1,061 - 1,062
Total comprehensive income for the year 105,838 94,099 103,546 94,736

The accompanying notes on padisto 119 are an integral part ahese financial statements.
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STATEMENT OF FINANCIAL POSITION
AS OF 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

Assets

Cash and balances with central
bank

Loans and advances to credit
institutions

Loans to the public

Debt securities

Derivatives

Equity instruments
Investments in subsidiaries
Intangible assets

Property, plant and equipment
Investment property

Deferred income tax assets
Other financial assets

Other non-financial assets

Total assets

Liabilities

Deposits from central banks and
credit institutions

Deposits and borrowings from the
public

Derivatives

Current income tax liabilities
Deferred income tax liabilities
Debt securities issued
Provisions

Other financial liabilities

Other non-financial liabilities
Total liabilities

Equity

Share capital
Other reserves
Retained earnings

Total equity

Total liabilities and equity

Note

11

12,13
13
14
15
16
17
18
19
20
10
21
22

23

24
15
10
10

25

26
27

28

The Group The Bank
2017 2016 2017 2016
Reclassified Reclassified Reclassified Reclassified
2018 (Note 37) (Note 37) 2018 (Note 37) (Note 37)

979,355 1,223,894 179,313 979,355 1,223,894 179,313

127,062 221,046 1,399,102 127,062 221,046 1,399,102

6,280,419 5,739,091 5,339,408 6,280,452 5,739,133 5,339,459

335,806 394,998 381,933 335,632 394,822 378,014

64,741 47,549 124,735 64,741 47,549 124,735

6,914 4,143 3,268 6,914 4,143 3,268

- - - 2,871 2,871 10,111

6,557 4,646 6,641 6,557 4,646 6,641

9,733 7,953 7,615 9,686 7,892 7,520

1,071 2,015 3,205 1,071 2,015 3,205

2,045 11,004 24,927 2,035 10,996 24,787

32,727 53,202 38,511 33,703 54,091 39,338

10,193 8,100 9,281 9,461 7,406 8,591

7,856,623 7,717,641 7,517,939 7,859,540 7,720,504 7,524,084

673,399 1,398,638 1,370,839 673,399 1,398,638 1,370,839
6,282,077 5,411,527 5,152,334 6,289,807 5,416,837 5,161,75:

64,163 45,249 122,031 64,163 45,249 122,031

5,130 1,187 4,316 5,057 1,147 4,292

- - 202 - - -

- 526 8,048 - 526 8,048
10,273 10,300 12,237 10,273 10,300 12,237
29,787 61,963 30,752 29,787 61,963 30,752
20,039 20,677 21,121 19,762 20,440 20,881

7,084,868 6,950,067 6,721,880 7,092,248 6,955,100 6,730,832
299,564 299,564 299,564 299,564 299,564 299,564
176,030 161,686 143,712 175,743 161,399 143,043

296,161 306,324 352,783 291,985 304,441 350,64
771,755 767,574 796,059 767,292 765,404 793,252
7,856,623 7,717,641 7,517,939 7,859,540 7,720,504 7,524,084

The accompanying notes on padisto 119 are anintegral part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018
(All amountsin EURhousand unless otherwise statepl

Other reserves
Financial assets

Share revaluation General and Retained

The Group Note capital Reserve capital reserve Legal reserve other reserves earnings Total Equity
Balance at 1 January 2017 299,564 637 36 139,535 3,504 352,783 796,059
Other comprehensive income 28 - - 1,061 - - - 1,061
Profit for the year - - - - - 93,038 93,038
Total comprehensive income - - 1,061 - - 93,038 94,099
Share-based compensation - - - - 562 - 562
Realisation of share-based compensation (800) 800 -
Transfers to reserves - - - 17,532 - (17,532) -
Dividends to shareholders - - - - - (123,146) (123,146)
Liquidation of subsidiary - - - (381) - 381 -
Balance at 31 December 2017 299,564 637 1,097 156,686 3,266 306,324 767,574
Balance at 1 January 2018 299,564 637 1,097 156,686 3,266 306,324 767,574
Effect of applying IFRS 9 - - (1,097) - - 6,697 5,600
Restated balance at 1 January 2018 299,564 637 - 156,686 3,266 313,021 773,174
Other comprehensive income - - - - - - -
Profit for the year - - - - - 105,838 105,838
Total comprehensive income - - - - - 105,838 105,838
Share-based compensation - - - - 781 - 781
Realisation of share-based compensation - - - - (562) 562 -
Transfers to reserves - - - 15,222 - (15,222) -
Dividends to shareholders - - - - - (108,038) (108,038)
Balance at 31 December 2018 299,564 637 - 171,908 3,485 296,161 771,755

The accompanying notes on padgisto 119 are anintegral part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018
(All amountsin EURhousand unless otherwise statepl

The Bank

Balance at 1 January 2017
Other comprehensive income
Profit for the year

Total comprehensive income

Share-based compensation

Realisation of share-based compensation
Transfers to reserves

Dividends to shareholders

Balance at 31 December 2017

Balance at 1 January 2018

Effect of applying IFRS 9

Restated balance at 1 January 2018
Other comprehensive income

Profit for the year

Total comprehensive income

Share-based compensation

Realisation of share-based compensation
Transfers to reserves

Dividends to shareholders

Balance at 31 December 2018

Note

28

Share
capital

299,564

299,564

299,564

299,564

299,564

Other reserves
Financial assets

revaluation
Reserve capital reserve
637 34
- 1,062
- 1,062
637 1,096
637 1,096
- (1,096)
637 -
637 -

The accompanying notes on padgisto 119 are an integral part of these financial statements.

Legal reserve

138,868

17,532

156,400

156,400

156,400

15,222

171,622

General and
other reserves

3,504

562
(800)

3,266

3,266

3,266

780
(562)

3,484

Retained
earnings

350,645
93,674
93,674

800
(17,532)
(123,146)

304,441

304,441

6,696
311,137
103,546
103,546

562
(15,222)
(108,038)

291,985

Total Equity

793,252
1,062
93,674
94,736

562

(123,146)

765,40

765,404

5,600
771,004
103,546
103,546

780

(108,038)

767,29
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018
(All amountsin EURhousand unless otherwise stated

The Group The Bank
2017 2017
Reclassified Reclassified
Note 2018 (note 37) 2018 (note 37)

Cash from operating activities
Interest income received 135,149 115,413 135,291 115,534
Interest expenses paid (11,795) (22,814) (11,790) (22,814)
Net foreign currency exchange gain 14,898 11,133 14,898 11,133
Net gain in securities trading and financial

instruments (2,013) 2,851 (2,015) 2,851
Net gain in derivatives trading 5,761 404 5,761 404
Net fee and commission income 70,060 65,766 66,299 62,602
Personnel expenses (42,585) (39,030) (42,137) (38,564)
Other payments (68,428) (21,213) (67,979) (20,847)
Net cash from operating activities before

change in operating assets and liabilities 101,047 112,509 98,328 110,298
Changes in operating assets
Decrease (increase) in compulsory balances

with the Central Bank 2,955 (5,210) 2,955 (5,210)
(Increase) decrease in loans and advances to credit
institutions (9,966) 6,402 (9,966) 6,402
(Increase) in loans to the public (534,503) (392,270) (534,494) (392,261)
Decrease (Increase) in other financial and non-
financial assets 8,492 (15,980) 8,852 (15,822)
Net change in operating assets (533,022) (407,058) (532,653) (406,891)
Changes in operating liabilities
Increase in deposits and borrowings from the public 870,405 259,735 872,825 255,627
Increase in other liabilities 9,478 34,425 9,029 34,247
Net change in operating liabilities 879,883 294,160 881,854 289,874
Net cash (used in)/from operating activities

before income tax 447,907 (388) 447,528 (6,718)
Income tax paid (6,269) (5,657) (5,893) (5.492)
Net cash (used in)/from operating activities after

income tax 441,638 (6,045) 441,635 (12,210)

(Continued

The accompanying notes on padisto 119 are an integral part of these financial statements.
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AB SEB bankas

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018
(All amountsin EURhousand unless otherwise stated

The Group The Bank
2017 2017
Reclassified Reclassified
Note 2018 (note 37) 2018 (note 37)

Cash flow (used in)/from investing activities
Acquisition of tangible and intangible fixed

assets, net (9,824) (4,990) (9,821) (4,990)
Sale of Government securities

available for sale - 731 - 728
Cash flow on liquidation of subsidiary 17 - - - 6,796
Dividends received from subsidiaries 6 - - - 1,680
Acquisition of debt securities (590,538) (683,379) (590,538) (683,379)
Sale of debt securities 647,322 661,776 647,322 659,468
Cash (used in)/from investing activities 46,960 (25,863) 46,963 (19,698)
Cash flow (used in)/from financing activities
Dividends paid to the shareholder (108,038) (123,146) (108,038) (123,146)
Increase (decrease) in amounts owed to the

Central Bank 36 2 (5) 2 5)
(Decrease) increase in deposits from

credit institutions 36 (725,568) 30,236 (725,568) 30,236
Repurchased own issued debt securities 36 (499) (6,866) (499) (6,866)
Interest paid for own issued debt securities 36 (29) (594) (29) (594)
Cash (used in)/from financing activities (834,132) (100,375) (834,132) (100,375)
Net (decrease)/increase in cash/cash equivalents (345,534) (132,283) (345,534) (132,283)
Cash/cash equivalents 1 January 1,379,860 1,512,143 1,379,860 1,512,143
Cash/cash equivalents 31 December 1,034,326 1,379,860 1,034,326 1,379,860
Specified as follows:
Balance available for withdrawal with the Central
Bank 11 785,733 1,041,167 785,733 1,041,167
Overnight deposits 12 - 140,432 - 140,432
Cash on hand 11 132,678 118,828 132,678 118,828
Current accounts with other banks 12 115,915 79,433 115,915 79,433

1,034,326 1,379,860 1,034,326 1,379,860

(Concluded)
The accompanying notes on padisto 119 are anintegral part of these financial statements.
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AB SEB bankas

NOTES TO THE FINANCIBLATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(All amountsin EURhousand unless otherwise stated

GENERAINFORMATION

AB SEB bankas (the Bankjs a jointstock company registered in the Enterprise Register of the Republic of Lithuania,
Gediminoave. 12, Vilnius. The Bank is registered with registration number 112021238. The Bank and its subsidiaries (the Group)
are engaged in banking and finandiaervices business. As of 31 December 201&e Bank holds investments in the following
subsidiaries:

Registry
Company name code Address Activity
Provision of investment's
c Y! 16 E UgsgUa 3342877981 Gedimino ave. 12, Vilnius management services

The sole shareholder of the Bank is Skandinaviska Enskilda Banken AB (publ) (SEB Group), who is also the ultimate controlling
party, registered in Sweden.

These consolidated and separate financial statements for the year ended 31 December 2018&édeen approvedby the
Management Board on 1March 2019 and are subject to approval by the shareholder.

1. SIGNIFICANT ACCOUNTING POLICIES

1.1 Statement of compliance

The financial statements have been prepared in accordance with and comply with Interoasil Financial Reporting Standards
(IFRS), adopted in the European Union.

1.2 Basis of preparation

These financial statements are prepared on historical cost basis, except for the certain financial assets and liabilitiesiding
derivative instruments)measured at fair value. The accounting policies used in the preparation of the financial statements for the
year ended 31 December 2018 are consistent with those used in the annual financial statements for the year ended 31 December
2017, apart from the acounting policy changes resulting from the adaption of IFRS 9 and IFRS 15 that are effective from 1
January 2018.

The financial statements are presented in thousands of euro, unless otherwise stated.

1.3 Consolidation

1¢ E éEe Ué % UAU s sthadalahe finricial Stagejments are accounted for using the cost method less impairment
and are initially recognized at cost.

These financial statements combine the financial statements of the parent company and its subsidiary.

Subsidiaries are companiesyver which the Group has control. The Group controls an entity when it is exposed to, or has rights to,
variable returns from its involvement and has the ability to use its power to affect the amount of the returns. Control ésrael to

exist when the paent company (i) has power to direct relevant activities of the investee that significantly affect their returns,

(ii) has exposure or rights to variable returns from its involvement with the investees, and (iii) has the ability to use its p@wer

thein E EE f SNNE¢ OE séf & AN Ué E fp] pE peé |

The financial statements of the parent company and the consolidated subsidiaries refer to the same period and have been drawn
up according to the accounting policies applicable to the Group. A subsidigigcluded in the consolidated accounts from the time

of acquisition, being the date when the parent company gains control over the subsidiary. The subsidiary is included in the
consolidated accounts until the date when control over the company ceasegxdst.

The consolidated accounts are prepared in accordance with the acquisition method. The acquisition value is measured agthe fa
value of the assets given, equity instruments issued and liabilities incurred or assumed.

The identifiable assets acquirg and the liabilities and contingent liabilities assumed in a business combination are measured
initially at their fair values on acquisition date, irrespective of any minority interest. Ingeoup transactions, balances and
unrealised gains and losses dransactions between Group companies are eliminated.
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AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED

1.4 Foreign currency translation

The functional and presentation currency of the parent company and subsidiaries is Euro. Foreign currency transactions are
translated into the functional currency using the exchange rates of the European Central Bank prevailing at the dates of the
transactions. On subsequent balance sheet dates monetary items in foreign currency are translated using the closing rate. Non
monetary items, which are measured in terms of historical cost in foreign currency, are translated using the exchange rate on the
date of the transaction. Normonetary items, which are measured at fair value in a foreign currency, are translated applying the
exchange rate of the European Central Bank on the date on which the fair value is determined.

Gains and losses arising as a result of exchange rate differences on settlement or translation of monetary items are reeddnis
profit or loss. Translation diffeences on normonetary items, classified as financial assets or financial liabilities at fair value
through profit or loss, are included in the change in fair value of those items.

1.5 Cash and cash equivalents

For the purposes of presentation in the cash flostatement, cash and cash equivalents are cash on hand, overnight deposits,
correspondent accounts with the Central Banks and correspondent accounts with other banks, which are readily convertible to
known amounts of cash and which are subject to insigcéfint risk of changes in value.

1.6 Financial assets

Financial assets are recognised on the balance sheet when the Group and the Bank becomes a party to the contractual psovision
of the instrument and are measured at fair value on initial recognition. Transastcosts are included in the fair value on initial
recognition except for financial assets at fair value through profit or lgsghere transaction costs are expensed in profit or loss.
Financial assets are derecognised when the rights to receive cash flows have expired, the Group and the Baakrhasferred
substantially all risks and rewards and upon substantial modificationn&incial assets at fair value are recognised on the balance
sheet on trade date. Financial assets measured at amortised cost are recognised on settlement date.

The Group and the Bank classifies and subsequently measures its financial assets in the follmategories:
-NU&3es,U38 Ue p éeEée 3 N3Up 28 E Opi OO apANU #fp & Sa*IR<]TN
-3@fip U EA ¢ Sa ]TI

The classification will depend on if the financial asset is a debt instrument, an equity instrument or a derivative.

1.6.1 Debt instruments (loans andiebt securities)

The classification is based on a combination of assessing the business model for managing the financial assets and whether th
cfié p3g 38 ¢3 O Nan ¢03p3g EpU U¢g ¢he U AN ARAEA& 03 éEé ot Hesgsthiehd 36 A (
is performed for homogenous portfolios identified based on how the business is managed in the divisions of the Group and the
Bank. The assessment is based on reasonable scenarios taking into consideration how the portfolio is evaluadegported to
management; the risks affecting the performance of the portfolio and how these risks are managed; how managers are
compensated; and the frequency, value and timing of sales including the reasons for the sales. In determining if the cash flo
consist solely of principal and interest, the principal is defined as the fair value of the debt instrument at initial reitiogin which

can change over the life if there are repayments or capitalisation of interest. Interest cash flows are consistétit @omponents

per a basic lending arrangement including consideration for time value of money, credit risk, liquidity risk as well as adrative

costs and profit margin. If there are contractual features introducing an exposure to other risks or vliigt it is not considered to
consist of solely payments of principal and interest. Debt instrumentsgpresented in the statement of financial positicitems:

Cash and cash balances with central bank, Loans to credit institutions, Loans to the pubdcDebt securities, and include
instruments in the following measurement categories.
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AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.6 Financial assetgcontinued)
1.6.1 Debt instruments (continued)

Fair value through profit or losBebt instruments are classified in this category if not meeting the criteria for amortised cost or fair
value through other comprehensive income. This is the case if the business model is held for trading; where financial assets
considered held for tading if they are held with the intention to be sold in the shdéerm and for the purpose of generating profits.
Debt instruments are mandatorily measured at fair value through profit or loss if the assets are managed and evaluated ain a f
value basis o the assets are held with an intention to sell alternatively if the cash flows do not consist of solely payments of
principal and interest. Debt instruments that would otherwise be classified as fair value through other comprehensive inamme
amortised st are also included in this category if, upon initial recognition, designated at fair value through profit or loss (faieva
option). The fair value option can be applied only in situations where such designation reduces measurement inconsistencies.

Amortised costDebt instruments are classified in this category if both of the following criteria are met:
(a) the business model objective is to hold assets to collect contractual cash flows; and
(b) the contractual cash flow characteristics consist adolely payments of principal and interest. The gross carrying amount of
these assets is measured using the effective interest method and adjusted for expected credit losses.
1.6.2 Equity instruments
Equity instruments are per default classified as financial agseat fair value through profit or loss. An irrevocable election can be
made on initial recognition to classify equity instruments (not held for trading) at fair value through other comprehensieere.
1.6.3 Derivatives
Derivatives are classified as fair valueghrough profit or loss (held for trading) unless designated as hedging instruments. If
designated as hedging instruments, the principles for hedge accounting are applied.
1.6.4  Modification

The Group and the Bank may renegotiate loans and modify contractuairisr If the new terms are substantially different from the
original terms, the Group and the Bank derecognizes the original financial asset and recognises a new asset. The Group and th
Bank also assesses whether the new financial asset is credipaired & initial recognition. If the terms are not substantially
different, the modification does not result in derecognition and the Group and the Bank recalculates the gross carrying amoun
based on the new cash flows using the original effective interest ratéthe financial asset and recognises a modification gain or
loss.

1.6.5 Reclassification

In rare circumstances debt instruments (financial assets) excluding those designated at fair value through profit or loseitial
recognition, can be reclassified if thre has been a change in the business model for managing the financial asset.

1.6.6 Write-off

The Group writes off financial assets, in whole or in part, when it is unlikely to collect debt from the borrower andrihot be
recovered from a sale of collateral. WWte-offs constitute derecognition event and shall include amounts caused both by reductions
of the carrying amount of financial assets recognised directly in profit or loss as well as reductions in the amounts afltveance
accounts for credit lossesaken against the carrying amount of financial assets.

The Group may writeoff financial assets that are still subject to enforcement activity. The outstanding contractual amounts of
such assets written off during the year ended 31 December 2018 was EQRI33 thousand. The Group still seeks to recover
amounts it is legally owed in full, but which have been partially written off due to no reasonable expectation on full regove
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AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED

1.7 Financial guarantees

Financial guarantees are contracts that require the Group and the Bank to make specified payments to reimburse the holder for
loss it incurs because a specified debtor fails to make payment when due in accordance with the terms of a debt instrument.
Financial guarantee liabilities are initially recognised at their fair value, which most often equals the premium received. riitial i

fair value is amortised over the life of the financial guarantee. The guarantee liability is subsequently carried at theehigf this
amortised amount and the best estimate of the expenditure requiresettling any financial obligation arising as a result of the
guarantee at the balance sheet date. Provisions and changes in provisions are recognised in the income statemdat esedit
losses. The contractual amounts according to financial guarantees are remognised in the statement of financial positiobut
disclosed as obligations.

1.8 Expected credit loss

1.8.1 Measurement

The impairment requirements are based on an expected creldiss (ECL) model. The guiding principle of the ECL model is to reflect
the general pattern of deterioration or improvement in the credit quality of financial instruments. All financial assets roead at
amortised cost, as well as lease receivables, fineial guarantees contracts and certain loan commitments are in scope for
expected credit loss.

ECLs on financial assets measured at amortised cost and lease receivables are presented as allowances, i.e., as an iategfal p
the measurement of hose assés in the statement of financial positionThe allowance reduces the gross carrying amount. ECLs on
loan commitments and financial guarantee contracts are presented as provisions, i.e., lebdity, in the statement of financial
position. Adjustment tothe loss allowance and provision due to changes in ECLs is recognised in the income statement as Net
expected credit losses.

The assessment of credit risk, and the estimation of EG&s tobe unbiased and probabilityweighted, and shall incorporate alll
available information, whichis relevant to the assessment, including information about past events, current conditions and
reasonable and supportable forecasts of future events and economic conditions at the reporting date. SEB Group uses botlsmode
and expert credit judgement (ECQJfor calculating ECLs.

The ECL model has a threstage approach based on changes in the credit risk. A-hdnth ECL (Stage 1) applies to all items,
unless there is a significant increase in credit risk since initial recognition. For items where thersignéicant increase in credit
risk (Stage 2) or in default (Stage 3), lifetime ECL applies.

1.8.2  Significant increase in credit risk

At the end of each reportingperiod, the Group and the Bank perform an assessment of whether credit risk has increased
significantly since initial recognition. The assessment of whether there has been a significant change in credit risk is based on
guantitative and qualitative indicators. Both historic and forwartboking informationis used in the assessment.

For arrangements wih an initial origination date as of 1 January 2018 or later, the primary indicator is changes in lifetime
probability of default (PD) by comparing the scenariweighted annualsed lifetime PD at the reporting date with the scenario
weighted annualsed lifetime PD at initial recognition. For arrangements with an initial origination date prior to 1 Janu20¢8,
¢c0O3680E Ué +pi 0] 3eA 38a] Ueé Epeées3da pU a 43 UNU¢3 Ufé Ueé¢E UeU U3a apuOUe
Regardless of the quantitaive indicator, a significant increase in credit risk is triggered if the followibgckstopindicators occur:

- payments are past due >30 daybut <90 days; or

- financial assets have been classified as watdisted; or

- financial assets are forborndwhere A E A OE ¢ féEp] NUeé3es;U34& AUNNU; & UE OE ¢fié
been revised and concessions givgn

Backstopindicators normally overlap with the quantitative indicator of significant increase in credit risk.

In case there has been significant increase in credit risk since initial recognition, an allowance for lifetime ECL shall be recognised
and the financial instrument is transferred to Stage 2. The approach is symmetrical, meaning that in subsequent reportiradper

if the credit quality of the financial instrument improves such that there is no longer a significant increase in credit risk sinca initi
recognition, the financial assets move back to Stage 1.
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AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.8 Expected creditloss (continued)
1.8.2 Significant increase in credit risk (continued)

If credit quality of financial instrument deteriorates further, the financial instrument is transferred to Stage 3. TrangfeStage 3
is triggered if the following indications occur:

- Payments are past due more than 90 days;

- Financial instrument is in defaultRD=100%).

1.8.3 Definition of default

Financial instruments in default are in Stage 3. The Group and the Bank apply a definition of default for accounting puribases
is consistentwith how it is defined in the @pital requirements regulationNo 575/2013 , which includes financial assets past due
more than 90 days. All financial assets in Stage 3 are considered créaiipaired.

1.8.4  Modelling

The ECL is calculated as a function of the padiiity of default (PD), the exposure at default (EAD) and the loss given default

S<+ TL 3 E&& 3 OE Uveueo AN OE &n | "OE +pi 0] 3eA OE 3é&4a] 1*UY ¢ iage OfAn
internal rating-based risk models (IRB) to # extent allowed under IFRS 9. As the objectives of these frameworks differ, the
manner in which the expected credit losses are calculated also differs and appropriate adjustments are made to the IRB
parameters to meet IFRS 9 requirements. Adjustments inde the conversion of througihe-cycle and downturn parameters

used in IRB risk models to pokm-time parameters used under IFRS 9 that considers forwalabking information.

PD represents the likelihood that a loan will not be repaid and will go ingfallt in either a 12month or a lifetime horizon. The
expected PD for each individual instrument incorporates a consideration of past events, current market conditions and reasona
and supportable information about future economic conditions. The Graupl the Bank use IFRS 9 specific PD models. The models
are calibrated based on a combination of geography, assets class and product type. EAD represents an estimate of the oingtand
amount of credit exposure at the time a default may occur. For-bfilance sheet amounts, EAD includes an estimate of any further
amounts to be drawn at the time of default. For IFRS 9, EAD models are adjusted for-mdh or lifetime horizon. LGD is the
amount that may not be recovered in the event of default. LGD take®igbnsideration the amount and quality of any collateral
held as well as the probability of cure, whereby the borrower repays all his past due obligations on the defaulted loan and
recommences contractual repaymentsThe Group and the Bank use existing L@DBdels adjusted to meet IFRS 9 requirements.

When measuring ECL, the Group and the Bank use the maximum contractual period during which the Group and the Bank is exposed
to risk. All contractual terms are considered when determining the expected life,lirting prepayment options and extension and
rollover options. For revolving facilities, such as credit cards, and retail mortgage facilities the expected life is matiéllesed on
historical behaviour.The residual behavioural expected life for such fadiés is based on historically observed survival curve and

it is affected by the time since origination of the arrangement.

1.8.5 Forward-looking information

The SEB Group uses internally developed macroeconomic forecasts as the basis for the foAealdng infamation incorporated

in the ECL measurement. In order to ensure an unbiased estimation of credit losses under IFRS 9, at least three scenargeslare
One of the scenarios is the base case scenario, representing the most likely outcome, which is alBedappthe financial planning
and budgeting process, while other case scenarios represent more positive or negative outcomes.

The forward-looking scenarios are prepared by SEB Group Economic Research Department. The scenarios are approved by the
SEB GrouRisk Committee.

A scenario consists of a qualitative description of the macroeconomic development and a quantitative, patth forecasts of key
macroeconomiovariables for three subsequent yearsas well as the likelihood of occurrence (scenariweight). The scenarios are
reviewed and updatedon a quarterly basis. In case of significant changes in the macroeconomic environment and outlook, the
scenarios will be updated more frequently. The baseenario variables are benchmarked to various external sources of similar
forward-looking scenarios, e.g. from OECD, IMF, EU and National Statistics Offices.

Page35 of 126



AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED

1.8 Expected credit loss (continued)

1.8.6 Expert credit judgement

The Group and the Bank use both models and expert credit judgement (ECJ) in order to determine ECLs. The degree of judgement
that is required to estimate ECL depends on the model outcome, materiality and the availability of detailed irg#tiorm The model
provides guidance and transparency as to how economic events could affect the impairment of financial assets. ECJ may be
applied to the modelled outcome to incorporate an estimated impact of factors not captured by the model. Such judgehen
adjustment to the modelgenerated ECLs may be applied to significant exposures at a counterparty level. The adjustments are
decided by the relevant credit committee using the model ECLs as guidancadtiition,there may be a need for adjustments at a
portfolio level, which is decided by the SEB Group Risk Committee.

1.9 Financial liabilities

Financial liabilities are measured at fair value on initial recognition. In case the financial liabilities are measured aafae through
profit or loss, transacion costs directly attributable to the acquisition or the issuance of the financial liability are recognised in
profit or loss. For other financial liabilities direct transaction cost are recognised as a deduction from the fair value.

Financial liabilitiesare derecognised when extinguished, that is, when the obligation is discharged, cancelled or expired.
Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss are classified as held for tradiRghancial liabilities held for trading are
derivatives not designated as hedging instruments.

Other financial liabilities
AOE ¢3 EOfp A OEp NU&3&,0U%& AUS%UAU UE apUeésp Ufermibag Bndidm Boiowings. After 3 & A
initial recognition, other financial liabilities are measured at amortised cost, using the effectiveeirest method. Statement of

NUé3é¢;U3a GemeJDEpdsits fram central banks and credit institutions, Deposits and borrowings from the puyldlither
financial liabilitiesand Debt securities issued are included in this category.

1.10 Debt securities ingsue

Issued debt securities are classified as financial liabilities, which are repurchased as one amount or in instalments undeagn
repayment schedule. Issued debt securities are recognized initially at fair value, being their issue proceeds net ofirias costs
incurred. They are measured at amortized cost using the effective interest rate approach.

Some hybrid instruments are measured at fair value through profit (loss) in order to reduce inconsistency that would otherwis
arise from using differeh measurement basis.

Debt securities placed prior to specified issue date are accounted as other liabilities.

If the Group and the Bank purchases its own debt, stremoved from the statement of financial positiorand the difference
between the carrying amount of a liability and the consideration paid is included in net trading income.

1.11 Fair value measurement

The objective of the fair value measurement is to arrive at the price at which an orderly transaction wdake place between
market participants at the measurement date under current market conditions. The best evidence of fair value is a quoted pric
for the instrument being measured in an actively traded market. Where the market for a financial instrunientot active, fair
value is calculated using an established valuation technique. These valuation techniques involve a degree of estimati@xtéms

AN OU;O AEGEEA feé OE Ué p éEé | ¢AeNaE tbasetiata. vhert vallidGriandiallabilifies af fojr 4 E
value own credit standing is reflected. Given the uncertainty and subjective nature of valuing financial instruments avédure, it

is possible that the outcomes in the next financial year could differ from the assumptiosed.

*fip AeE AN O &eéAp ’# éfldhncial assets and liabilities, especially for certain derivatives, quoted prices are not available,
and valuation models are used to estimate fair value. As part of the fair value measurement, valuation adjusregr made when
valuing derivative financial instruments, to incorporate counterparty and own credit risk. The methodologies for estimating
valuation adjustments are continuously revised as a result of changing market practices in response to regulataihyaacounting
policy changes, as well as general market developments.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED

1.12 Offsetting financial transactions

Financial assets and liabilities are offset and the net anmiueported in the statement of financiapositionwhen there is a legal
right to offset transactions and an intention to settle net or realise the asset and settle the liability simultaneously.

1.13 Property, plant and equipment

Property, plant and equipment are initially recognized at cost, consigtinf the purchase price, nonefundable taxes and other

direct costs related to taking the asset in to use. Subsequently property, plant &qdipment ismeasured at cost and depreciated
according to plan on &traight-line basis over the estimated usefuife of the asset. The depreciation period for buildings is up to

50 years, for other property, plant angquipment- % E EE& > 36A 8~ E3p | Y % Ey Eé ¢i 3SpE Uécad AEA
amount or recognised as a separate asset, as appropriatelyowhen it is probable that future economic benefits associated with

the item will flow to the entity and the cost of the item can be measured reliably. All other repairs and maintenance angeldao

the income statement during the reporting period in wdh they are incurred. Gains and losses on disposals are determined by
comparing proceeds with carrying amount and are included in the income statement.

Property, plant and equipment is tested for impairment whenever there is an indication of impairment.

1.14 Intangible assets

Intangible assets are identifiable, nemonetary assets without physical substance. For an intangible asset to be recognised an
entity must be able to demonstrate control of the intangible asset, which implies that the entity has the tghiili ensure that the
future economic benefits flowing from the underlying resource will accrue to the company. Intangible assets, other than gitipdw
are onlyrecognised in the statement of financial positiahit is probable that the future economic beefits attributable to the asset

will accrue to the Group and the Bank and if the acquisition cost of the asset can be measured reliably.

Intangible assets are measured initially at acquisition cost, and thereafter at cost less any accumulated amortisatizhany
accumulated impairment losses.

Intangible assets with finite useful lives, i.e. all intangible assets except goodwill, are amortised on a straight line basr their
useful lives (3 years) and tested for impairment annually and whenever everds changes in circumstances indicate that the
carrying amount may not be recoverable. Internally generated intangible assets, such as software development, are amortised
over a period of 8 years.

The recoverable amount of an intangible asset is determinddhere is indication of a reduction in the value of the asset. An
impairment loss is recognised if the carrying amount exceeds the recoverable amount of the asset.

1.15 Investment properties

Investments in properties held in order to receive rental inconsnd/or for capital appreciation are reported as investment
properties. Investment property is initially measured at its cost, including transaction costs. Subsequent to initial retiogni
investment property is measured at historical cost less accumuldteepreciation and impairment losses. If any indication exists
that investment properties may be impaired, the Group and Bank estimates the recoverable amount as the higher of value in use
and fair value less costs to sell. The carrying amount of an invesht property is written down to its recoverable amount through

a charge to profit or loss for the year. An impairment loss recognised in prior years is reversed if there has been a s@mtequ
.03 0E Ue OE E Ues E EA f AE Ep eGwméunt(shbseqient expéngitur&is tapitalised only when it is
probable that future economic benefits associated with will flow to the Group and Bank and the cost can be measured reliably.

All other repairs and maintenance costs are expensed when incudrdf an investment property becomes owneoccupied, it is
reclassified to premises and equipment.

Expected useful lives of the investment property groupgbetween 25-50 years.
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1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED

1.16 Impairment of nonfinancial assets

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. In suclicumstancesthe recoverable value of the asset is assessed and compared

A0 ¢3pp UEO 3& EI & Uedt3UpeéeEée & U pEsnO&U EA Niap OE 3éf & % erddd¢ O OF

3gfi 6 | "OE pE¢ A Ep3%AEAE 3é ¢ U OE @UdesEdnsisio 8él andRalue fauddn For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows-fidancial
assets other than goodwill that suffered impairment are restved for possible reversal of the impairment at each reporting date.

1.17 Leasing

1.17.1 The Group and the Bank as lessor

The receivables from the financial lease agreements are recognised in net present value of the minimum lease payments, from
which the payments ofprincipal received have been deducted, plus unguaranteed residual value at the end of contract. Lease

payments collected are allocated between repayment of principal and financial income. Financial income is recognised over the
rental period basedonthep Epé pENA&E¢ U0 3 ;fé 3& OGEpURAAU¢ p3 E AN pE pe Ae OE &E

18U U388 Ep U¢E NEE (f8&E¢ EA 3 U 38.E 3pE Uésd AEA Ue A OE c3agmastUfié A

<E fip] AkperEes, related to the contract, are part of effective interest rate and are booked as decrease of leasing income
over the period of leasing contract. Allowances for lease receivables are presented on the respective line of statememanidial
position at negative value.

The lease receivable from the client is recognised in the statement of financial position as of the moment of deliverirastets
being the object of the agreement to the client. In case of transactions, in which the assets benglifect of the agreement having
a long delivery term have not yet been delivered to the client, the payments received from the lessees under these agreements

i
\

3ShE pE¢AOEU EA Ué OE 3 EéEé AN NUé&3esU38 0fA Othorfisarciallipitieése 80 EATe Wae E 13U &

by the leasing firm for the assets under lease agreements not yet delivered are recognised in the statement of financigiquoas
OpEG® éEe i GCOAUEp fie AUEE b ¢¢p EA U&:REE 3eA GpEG3UA E GEE E I
1.17.2 The Group andhe Bank as lessee
Operating lease payments are recognised in income statement as expense over the rental periostraight-line basis. Rental
E 0Eé E U pEsAO&U EA Ue Ue¢cféE 3 EéEé 3 bH OEp E GEé& E ~I
1.18 Provisions

Provisions are recognised for preserobligations arising as consequences of past events where it is more likely than not that a
transfer of economic benefit will be necessary to settle the obligation, and it can be reliably estimated.

Provisions are determined by discounting the expectedtuie cash flows at pretax rate that reflects current market assessments
of the time value of money and, where appropriate, the risks specific to the liability.

Provisions are made for undrawn loan commitments and similar facilities if it is probable thatfacility will be drawn by a debtor
in financial difficulties.

Provisions are evaluated at each balance sheet date and are adjusted as necessary.
1.19 Operating income

1.19.1 Interestincome and interest expenses

The effective interestmethod is applied to recognise interest income and interest expenses in profit or loss for financial assets and
financial liabilities measured at amortised cost.

The effective interest method is a method of calculating the amortised cost of a financialedss a financial liability and of
allocating interest income and interest expenses. The effective interest rate is the rate that discounts estimated futurencas
payments or receipts through the expected life of the financial instrument to the net carryemgount of the financial instrument.
When calculating future payments, all payments included in the terms and conditions of the contracts, such as advance payment
are taken into consideration. The calculation of the effective interest rate includessto be received and paid that are an integral
part of the effective interest rate. However, expected credit losses are not taken into account.
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1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.19 Operating income (continued)
1.19.1 Interest income andnterest expenses (continued)

If a financial asset subsequently has become credit impaired the interest income is recognised applying the effective interes
to the amortised cost, i.e. gross carrying amount adjusted for the loss allowance. In cas®gadial asset is creditmpaired at initial
recognition, the expected credit losses are included in the estimated cash flows to calculate a credit adjusted effectiwzdat
rate, whichthen is applied to recognise the interest income.

1.19.2 Fee commis®n income

The recognition of revenue from contracts with customers is reported as fee and commission income. This does not apply for
revenue from leasing contracts or financial instruments and other contractual obligations within the scope of IFRS 9 dtalan
Instruments.

Fees that are included in the calculation of the effective interest rate of a financial instrument measured at amortised, sosth
as loan origination fees, are allocated over the expected tenor of the instrument applying the effectivieriest method and
presented in Net interest income.

Fee and commission income is recognised to depict the transfer of promised services to the customers in an amount thatsreflec
the consideration to whictthe Group and the Bankxpects to be entitled irexchange for the service. The major types of fees are
described below.

Fee and commission income for payment car@sirrent account services paymentsis recognised as revenue at a point of time or
over the periodin which services are provideddependingon the service provided to the clienThere is neither significant variable
consideration included in the transaction price, which could be subject to reversal in the future, nor separate performance
obligations, which should be distinct.

Fee andcommission income for asset custody and asset management to customers is recognised as revenue over the period in
which the services are provided. Performance based fees are recognised when it is highly probable that a significant rexsrsal
recognised rezenue will not occur, which is most often when the performance criteria are fulfilled.

Expenses that are directly related to the generation of fee and commission income are recognised as fee and commission expense.

1.19.3 Net financial income

Gains and losses arising from changes in fair value of financial assets and liabilities measured at fair value throughopiofis
are reported under the item Net financial income.

1.19.4 Dividend income
U UAE&A 3pE pE¢AO&U EA Qdréceitepagientis dstaplistiad
1.20 Employee benefits

1.20.1 Shortterm benefits

Liabilities for wages and salaries, including nanonetary benefits, annual leave and accumulating sick leave that are expected to

be settled wholly within 12 months after the end othe period in which the employees render the related service are recognised

Ué pE GE¢ AN Eécan EE ] Ep U¢E G A OE EeéA AN OE pEaip UéO GEpURAhesA SpE
the liabilities are settled. The liabilities are psented as Other liabilities in the statement of financial position.

1.20.2 Termination benefits
A"EpéUe&s Ufie EEENU 3pE 0% 3%&E OEGE Ep 3¢ EE08n EE] Eeé0an éEe U Epéues
whenever an employee accepts voluntary redundagcin exchange for these benefits. The Group and the Bank recognizes
termination benefits when it is demonstrably committedither toterminate the employment of current employees according to a
detailed formal plan without possibility of withdrawal or to pvide termination benefits as a result of an offer made to encourage
voluntary redundancy.
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1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.20 Employee benefits (continued)

1.20.3 Defined contribution plans

The Group is paying into the defined contributigtans or life insurance contracts on behalf of its employees. A defined contribution

0a3é U 3 0Eé& Ufné 04&a3é OEpPE OE +pd 0 0% 3 ¢né pU% Uné n bY! + %E héip3 AU
contribution is paid. Pension costs for fieed contribution plans of life insurance premiums are recognised as an expense during

the period the employees carry out the service to which the payment relates.

1.20.4 Sharebased payments

The Group and the Bank operates a number of shdn@sedincentive programmes based on Skandinaviska Enskilda Banken AB
(publ) shares, under which it awards SEB equity instruments to its employees. Only key persons can participate in those
programmes. The programmes, referred to above, are the Share Deferral gfaon (SDP) and Share Matching Program
(SMP).Equitysettled sharebased incentive programmes entitle employees to receive SEB equity instruments. &astied share
based incentive programmes entitle employees to receive cash based on the price or valegjoity instruments of SEB. Fair value
of these rights is determined by using appropriate valuation models, taking into account the terms and conditions of thedeavat

OE +pii 0] e6A OE 3ea] E Uész E AN OE & é%Ep fvhighisOeassessdd at dachdeporing datd.& E
Social security costs, if applicable, are accounted for over the vesting period and the provision for social security c®sts i
reassessed on each reporting date to ensure that the provision is based ontheriphté3Up 38 E 3 OE pEGfAp UeO A3 E
of expenses will last until the end of the qualification period of the respective programs.

The cost of equitysettled sharebased incentive programmes is measured by reference to the fair value of equilstiuments on

the date they are granted and recognised as an expense on a strailjie basis over the vesting period with a corresponding
increase in equity. The vesting period is the period that the employees have to remain in service in SEB in ortieifaights to
vest. For casksettled sharebased incentive programmes, the services acquired and liability incurred are measured at the fair
value of the liability and recognised as an expense over the vesting period, during which the employees reratgics. Until
settlement, the fair value of the liability is remeasured, with changes in fair value recognised in the income statement.

1.21 Taxes
~"OE +pii 0] A OE 3ea] 3 Nfp OE OGEpURA (e U iiN ¢ pp EidbiltiedfoltkeftirfgptE A 3 |
and prior periods are measured at the amount expected to be paid to or from tax authorities using the tax rates and taxtkeaws
have been enacted or substantively enacted at the balance sheet date. Current tax is calculatesttan the taxable results for

the period. Deferred tax arises due to temporary differences between the tax bases of assets and liabilities and their cayryi
amounts.

Current tax and deferred tax are generally recognised in profit or loss. However, taatthelates to items recognised in other
comprehensive income is also reported directly in other comprehensive income. Deferred tax assets are resegrin the

statement of financial positiorto the extent that it is probable that future taxable profits wi be available,against which they can
be utilized.

1.22 Uncertain tax positions

The Group's and the Bank's uncertain tax positions are reassessed by management at the end of each reporting period.iésabilit

are recorded for income tax positions thadre determined by management as more likely than not to result in additional taxes

being levied if the positions were to be challenged by the tax authorities. The assessment is based on the interpretatiax lafvs

that have been enacted or substantivglenacted by the end of the reporting period, and any known court or other rulings on such

U E I <U3%U&U UE Nfp GE&3& UE L Ué EpE 36A 3 E i OEp O3é& fie Uésnéedf 3SpE pE
the expenditure required to settle he obligations at the end of the reporting period.

1.23 Fiduciary activities

The Group provides asset management services and offers fund management services. The assets owned by third parties, but
managed by the Group, and income arising thereon, are exclufiedn these financial statements, as they are not assets of the
Group. Commissions received from fiduciary activities are shown in fee and commission income.
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1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED

1.24 Single resolution fund

At the end of the yeaR015, the Bank started contributions to the Single Resolution Fund (the Fund) under the Bank Recovery and
Resolution Directive (BRRD) adopted by European Parliament in 2014.

The Fund will be built up during the first eight years (2@t2023) and shall reach at least 1% of covered deposits (as defined in
OFE EGAR U + 3p%6 EE Y.OEGE UpE¢ U E >"8sYeCYIcT O3 U 300pA | "22%e U > el
The level of contributions of an individual bank will be based on two factors:
1) A flat contribution catulated pro-p3 3 %3 EA fié OE 3én & AN E3,0 Ué U Unéa a&aU3%UAU
covered deposits compared to the total liabilities, excluding own funds and covered deposits of all covered institutions;

and
2) Arriskadjusted contribution basedn criteria set out in the BRRD

National deposit guarantee schemes must still be financed, since, in case of a bank failure, the deposit guarantee scheivsi wi
be liable up to the amount they would have been if a bank was wound down under nornsalliency proceedings.

Contribution to the Single Resolution fund for the year as well as instalments to the Deposit Insurance Fund paid by the®&ank
3;¢cf & EA €AEp OE 4UEE aBE Ué EpE UécfieéE] Ue OE 1é.AéE 3 EéEé |

1.25 Share capital and dividends

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are shown in eaglity
a deduction, net of tax, from the proceeds. Any excess of the fair value of consideration received over the par value oéshar
issued is recorded as share premium in equity.

Dividends are recorded in equity in the period in which they are declared. Any dividends declared after the end of the irgort
period and before the financial statements are authorised for issue, are diseld$n the subsequent events note.

1.26 Accounting policies applicable unt81 December2017 and replaced by IFRS 9
Financial Assets

The Group and the Bank classifies its financial assets in the following categories: financial assets at fair tlaloegh profit or
loss; loans and receivables; heltb-maturity investments; and availablefor-sale financial assets. Management determines the
classification of its investments at initial recognition.

Financial assets at fair valugarough profit or lossepresent two subcategories: financial assets held for trading and those
designated at fair value through profit or loss at inception. A financial asset is classified as held for trading if itjisira@d principally

for selling or repurchasing in the neaerm. Derivatives are also categorised as held for trading unless they are designated as
hedges. Financial assets are designated at fair value through profit or loss when certain investments, that are managed and
evaluated on a fair value basis in accoadce with a documented risk strategy management and reported to key management on
that basis, are designated at fair value through profit or loss. Interest income on these financial assets is reflectedli® Ep E
UecReE]I

Loans and receivablegre nonderivative financial assets with fixed or determinable payments that are not quoted in an active
market. They arise when the Group and the Bank provides money, goods or services directly to a debtor with no intenti@ulioigtr

the receivable.

Held to matuty investments are norderivative financial assets with fixed or determinable payments and fixed maturities that the
+pfi 0] 2eA OE 3éa] éc3e30EeEeé O3 OE afn U U E Ueé Eé& Ufé A 33%UA4U geldAaA
other than an insignificant amount of hekb-maturity assets, the entire category would be tainted and reclassified as available

for sale.

Available-for-saleinvestments are those intended to be held for an indefinite period of time, which may be sold in response to needs
for liquidity or changes in interest rates, exchange rates or equity prices.

A regular way purchase or sale of financial assets is recognised using either trade date accounting or settlement date gawgpun
The method used is applied consistently for all purchases and sales of financial assets that belong to the same categorgrafi&l
assets. When settlement date accounting is used for an asset that is subsequently measured at cost or amortised cost, #tésass
recognised initially at its fair value on the settlement date.
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1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.26 Accounting policies applicable until 31 December 2017 and replaced by IFR@®6ntinued)

Within the SEB Grouprade date accounting is used for the categories fair value through profit or loss and available for sale and
settlement date accounting isised for all other categories.

Available for sale financial assets and financial assets at fair value through profit or loss are subsequently carried avdaie.

Loans and receivables and held to maturity investments are carried at amortised cost usiiegeffective interest method. Gains

36A &A E 3pU UeO Npre 0360E Ué OE N3Up 3& E AN OE aNUé3&; Us38neludedine N3U¢
the income statement in the period in which they arise. Gains and losses arfsorg changes in the fair value of available for sale
financial assets are recognised in other comprehensive income, until the financial asset is derecognised or impaired attimtéch

the cumulative gain or loss previously recognised in equity should beagnised in profit or loss. However, interest calculated

using the effective interest method is recognised in the income statement. Dividends on available for sale equity instruraeats
pE,fiO&U EA Ué OE Ué&¢fiéE 3 EéEé& OE pay@dnt 5 éstablishep UOO f pELEU E

The fair values of quoted investments in active markets are based on current bid prices.

Derivative Financial Instruments and hedging activities

Derivative financial instruments including foreign exchange contracts, currency swapsl other derivative financial instruments
are initially recognised in the statement of financial position at fair value. Any transaction costs are recognised in pnofiiss

immediately. Fair values are obtained from quoted market prices or discounteash flow models as appropriate (except for
pricing options). All derivatives are carried as assets when fair value is positive and as liabilities when fair value &tineg

The fairvalue pricing of an OTC derivative depends on market variablés (interest rates, exchange ratesgtc.) and the

creditworthiness of both counterparties entering into the contract. In this context, a credit valuation adjustment (CVAyjscally

defined as the difference between the value of a derivative assuming theuaterparty is defaultrisk free and the value reflecting

default risk of the counterparty. Similarly, a debit valuation adjustment (DVA) is typically defined as the difference betwelee

value of the derivative assuming the bank is defauisk free andtOE 3& E pEN&E; UeO AEN3 & pU a4 AN OE %
fi @ ¢cpEAU pU & OEPENAPE pE & Ué (0360E Ue OE | ¢cneanéEe AN OE 38 3 UAé
O3860OE Ué OE N3Up 3& E iN AEpU 3 U E OE dihs BridperatibAdinvitiddét Beduritighanl Bivatisea B E
NUg3esU38 Ue p eEé ]I

The method of recognising the resulting fair value gain or loss depends on whether the derivative is designated as a hedging

instrument, and if so, the nature of the item beingdiged. The Group and the Bank designates certain derivatives as hedges of the
fair value of recognised assets (fair value hedge).

Hedge accounting is used for derivatives designated as hedging instrument provided certain criteria are met. The Group @nd th
Bank documents, at the inception of the transaction, the relationship between hedged items and hedging instruments, asswell a
its risk management objective and strategy for undertaking various hedge transactions. The Group and the Bank also documents
its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used in hedging transactio
are highly effective in offsetting changes in fair values or cash flows of hedged items.

The Bank has fair value hedge relatiship where hedging instrumenis interest rate swapand hedged item Lithuanian
Government Eurobonds (accounted for as available for sale investments until 1 July 2008 and vast majority being reclassiied
loans and receivables category starting from 1 2008 - matured in February 2016). Hedged risk is fixed interest risk on loans
and receivables, whichcould result in the change in fair value of the bonds classified as loans and receivables due to market
interest rate volatility. After the reclassificaion of bonds to loans and receivables category fair value hedge relationships were
continued. Hedged bonds matured in February 2018.

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in the irgtateenent
U O Uet fihdhcial income*L. AOE OEp U O 3¢ 03¢0OE Ué OE N3Up 38 E AN OE OEAOEA 3
risk (see Note 5).

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrgmgpunt of a hedged item for which
the effective interest method is used is amortised to profit or loss over the period to maturity.
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1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.26 Accounting policies applicable until 31 December 2017 and replaced B§RS 9continued)
Impairment of Financial Assets

Assets carried at amortised coghe Group and the Bank assesses at each financial position date whether there is objective
evidence that a financial asset or group of financial assets is impaired. Ariial asset or a group of financial assets is impaired
and impairment losses are incurred if, and only if, there is objective evidence of impairment as a result of one or moresékiah
fice PPEA 3N Ep OE UéU U3& pE¢;AO&U ahiéhai fbss évEnti(orteveBts) sk an intpaEtén] the estimated
future cash flows of the financial asset or group of financial assets that can be reliably estimated.

The Group and the Bank first assess whether objective evidence of impairment exists iddadly for financial assets that are
individually significant, and individually or collectively for financial assets that are not individually significant. If@&reup and the
Bank determines that no objective evidence of impairment exists for an indivatly assessed financial asset, whether significant
or not, it includes the asset in a group of financial assets with similar credit risk characteristics and collectively asseakem for
impairment. Assets that are individually assessed for impairment afaal which an impairment loss is or continues to be recognised
are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on loans and receivables or held to maturity investments carried atised

chi O3 %EE& U&; ppEAL OE éfi é&é AN OE &4an U éE3 pEA 3 OE AUNNEpE&WE %E
value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the finaasiak ]

original effective interest rate. The carrying amount of the asset is reduced and the amount of the loss is recognisediimctirae

statement.

The calculation of the present value of the estimated future cash flows of a collateralised financiakassflects the cash flows
that may result from foreclosure less costs for obtaining and selling the collateral, whether or not foreclosure is probable.

For the purposes of a collective evaluation of impairment, financial assets are groupased onsimilar credit risk characteristics.

Those characteristics are relevant to the estimation of future cash flows for groups of such assets by being indicativeeof th
AE% fip ] 3%U4&U fi 03 388 3éfi & A E s¢c¢ApAU&0 A OE duatedpss 3& Epé AN OE 3
Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimadbeded onthe
contractual cash flows of the group of the assets and historical loss experience for assets with credit risk characterisiticgar to

those of the group. Historical lossexperience is adjustedbased oncurrent observable data to reflect the effects of current
conditions that did not affect the period on which the historical loss experience is based and to remove the effects oftoomslin

the historical period that do not exist currently.

When a loaris uncollectible, it is written off against the related provision for loan impairment. Subsequent recoveries of amounts
previously written off decrease the amount of the provision for loan impairment in the income statement.

If, in a subsequent period, thamount of the impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised, the previously recognised impairment loss is reversed. The amount of thesadver
is recognised in the income atement.

Provision rates forhomogeneous credit groupare set not only byapplying statistical methods based on historical data, but also
usingexpert judgement adjustments. Probability of default (PD) and loss given default (LGD) parameters are set qareyear.
Expert judgement parameters can be updated more frequently depending on objective evidences of portfolio quality development
and other particularities of credit portfolio, that are not taken into consideration by quantitative assessment of rigkameters
based on historical data.

Assets carried at fair valud'he Group and the Bank assesses at each balance sheet date whether there is objective evidence that
a financial asset or a group of financial assets is impaired. In the case of equitgstments classified as available for sale, a
significant or prolonged decline in the fair value of the security below its cost is considered in determining whether thetagre
impaired. If any such evidence exists for availabfer-sale financial assts, the cumulative lossz measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that financial asset previsastgnised in
profit or loss zis removed from equity and recognised in the incomeagtment. Impairment losses recognised in the income
statement on equity instruments are not reversethirough the income statement. If, in a subsequent period, the fair value of a debt
instrument classifiedas available for sale increases and the increasarcbe objectively related to an event occurring aftehe
impairment loss was recognised in profit or loss, the impairment loss is reversed through the income statement.
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1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.27 Adoption of new and revised standardand interpretations

1.27.1 IFRS 9 Financial instruments (effective for annual periods beginning on or after 1 January 2018)

In the current year, the Group and the Bank has applied IFRS 9 Financial Instruments and the related consequential amendments
to other IFRS Standards that are effective for an annual period that begins on or after 1 January 2018.

Key features of the new &ndard are:

" Financial assets are required to be classified into three measurement categories: those to be measured subsequently at
amortised cost, those to be measured subsequently at fair value through other comprehensive income (FVOCI) and those to be
measured subsequently at fair value through profit or loss (FVPL);

K Classification for debt instruments is driven by the entifybusiness model for managing the financial assets and whether

the contractual cash flows represent solely payments of prin@pand interest (SPPI). If a debt instrument is held to collect, it may

be carried at amortised cost if it also meets the SPPI requirement. Debt instruments that meet the SPPI requirement thiaeke

in a portfolio where an entity both holds to collectaE ] ¢3 O Nafd 3¢A E&& 3 E &3 %E 8% UNUEA 3
that do not contain cash flows that are SPPI must be measured at FVPL (for example, derivatives). Embedded derivatives are no

longer separated from financial assets but willbincluded in assessing the SPPI condition;

”

Investments in equity instruments are always measured at fair value. However, management can make an irrevocable
election to present changes in fair value in other comprehensive income, provided the instrunemot held for trading. If the
equity instrument is held for trading, changes in fair value are presented in profit or loss;

K Most of the requirements in IAS 39 for classification and measurement of financial liabilities were carried forward
unchanged tolFRS 9. The key change is that an entity will be required to present the effects of changes in own credit risk of
financial liabilities designated at fair value through profit or loss in other comprehensive income;

" IFRS 9 introduces a new model for threcognition of impairment losseszthe expected credit losses (ECL) model. There

is a three stageJapproach, whichis based on the change in credit quality of financial assets since initial recognition. In practice, the
new rules mean that entities will hve to record an immediate loss equal to the ¥onth ECL on initial recognition of financial
assets that are not credit impaired (or lifetime ECL for trade receivables). Where there has been a significant increasedit ¢
risk, impairment is measured usg lifetime ECL rather than 1-Pnonth ECL. The model includes operational simplifications for lease
and trade receivables;

Hedge accounting requirements were amended to align accounting more closely with risk management. The standard
provides entities wth an accounting policy choice between applying the hedge accounting requirements of IFRS 9 and continuing
to apply IAS 39 to all hedges because the standard currently does not address accounting for macro hedging. The Group and the
Bank does not apply hege accounting.

The application of IFRS 9 with regards to impairment results in deasein credit loss allowances angrovisionsby EUR 5,600
thousands net of income tax and an overall increase of retained earnibgshe same amountAs a result oichange in classification
and measurement, the Group and the Bankveechanged classification of equity instrumentand some debt securitiepreviously
classified as available for sale under IAS 39 to measured at fair value through profit or loss categbng. effect with regard to
classification and measurement is that a positive market valuation net of income tax of EUR 1,096 thousand is removed from
364] %eA lcU §L"¢ Of 3eA Npné +pi 0] *Uésé U8 3 E pE 3& 3 Ufle pE Ep E i UE
As pamitted by transitional provisions of IFRS $he Group and the Bank has elected not to restate comparatives in respect of the
classification and measurement of financial instrument&ny adjustments to the carrying amounts of financial assets and liakekt
at the date of transition are recognized in the opening retained earnings and other reserves as at 1 January 2018.
E 3304 AN OE E 8E pEy UpEéEée 3 E&8& 3 U p adénssligatduiéinabictal sthtémarts are
described below
As of 1 January 2018 the Group and the Bank has adjustiésl Statements of financial position to reflect reclassifications made
for purpose of improving comparability wittother SEB Grougntities. Detailed information on reclassification made and Statement
of financial position before and after reclassification is presented in thiote 37. The table below reflects the line items as at 31
December 2017 after the reclassification.
The table below shi OE p3é U Ufe ENNE, AN 1*UY ¢ fAée +pfi 0] 38A 3864] 3 EéEé AN
measurement categories and ECL allowee under the newstructure of statement of financial position reconciling the closing
balances under IAS 3@s per 31 December 2017 with the opening balances under IFRS 9 as per 1 January 2018:
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

(Al amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED

1.27 Adoption of new and revised standards and interpretatior{sontinued)

1.27.1 IFRS 9 Financial instrumeni&ffective for annual periods beginning on or after 1 January 2018¢ontinued)

The Group

Assets

Cash and balances with central bank
Loans to credit institutions
Loans to the public

Debt securities

Derivatives

Equity Instruments
Investments in subsidiaries
Intangible assets

Property, plant and equipment
Investment property

Deferred income tax assets
Other financial assets

Other non-financial assets

Total assets

Liabilities

Deposits from central banks and credit institutions
Deposits and borrowings from the public
Derivatives

Current income tax liabilities

Deferred income tax liabilities

Debt securities issued

Provisions

Other financial liabilities

Other non-financial liabilities

Total liabilities
Equity

Share capital
Other reserves
Retained earnings

Total equity

Total liabilities and equity

New
presentation of
closing balance

IFRS 9 Financial instruments

31 December Change of Change in ECL Opening balance
2017 classification allowances 1 January 2018
1,223,894 - - 1,223,894

221,046 - - 221,046
5,739,091 - 7,180 5,746,271
394,998 - - 394,998
47 549 - - 47549
4,143 - - 4,143
4,646 - - 4,646
7,953 - - 7,953
2,015 - - 2,015
11,004 - (857) 10,147
53,202 - - 53,202
8,100 - - 8,100
7,717,641 - 6,323 7,723,964
1,398,638 - - 1,398,638
5,411,527 - - 5,411,527
45,249 - - 45249
1,187 - 131 1,318

526 - - 526
10,300 - 592 10,892
61,963 - - 61,963
20,677 - - 20,677
6,950,067 - 723 6,950,790
299,564 - - 299,564
161,686 (1,097) - 160,589
306,324 1,097 5,600 313,021
767,574 - 5,600 773,174
7,717,641 - 6,323 7,723,964
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

(Al amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED

1.27 Adoption of new and revised standards and interpretations (continued)

1.27.1 IFRS 9 Financial instruments (effectivior annual periods beginning on or after 1 January 2018) (continued)

The Bank

Assets

Cash and balances with central bank
Loans to credit institutions
Loans to the public

Debt securities

Derivatives

Equity Instruments
Investments in subsidiaries
Intangible assets

Property, plant and equipment
Investment property

Deferred income tax assets
Other financial assets

Other non-financial assets

Total assets
Liabilities

Deposits from central banks and credit institutions
Deposits and borrowings from the public
Derivatives

Current income tax liabilities

Deferred income tax liabilities

Debt securities issued

Provisions

Other financial liabilities

Other non-financial liabilities

Total liabilities
Equity

Share capital
Other reserves
Retained earnings

Total equity

Total liabilities and equity

New presentation of
closing balance 31

IFRS 9 Financial instruments

Change of

Change in ECL  Opening balance 1

December 2017 classification allowances January 2018
1,223,894 - - 1,223,894
221,046 - - 221,046
5,739,133 - 7,180 5,746,313
394,822 - - 394,822
47,549 - - 47,549
4,143 - - 4,143
2,871 - - 2,871
4,646 - - 4,646
7,892 - - 7,892
2,015 - - 2,015
10,996 - (857) 10,139
54,091 - - 54,091
7,406 - - 7,406
7,720,504 - 6,323 7,726,827
1,398,638 - - 1,398,638
5,416,837 - - 5,416,837
45,249 - - 45,249
1,147 - 131 1,278
526 - - 526
10,300 - 592 10,892
61,963 - - 61,963
20,440 - - 20,440
6,955,100 - 723 6,955,823
299,564 - - 299,564
161,399 (1,096) - 160,303
304,441 1,096 5,600 311,137
765,404 - 5,600 771,004
7,720,504 - 6,323 7,726,827
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NOTES TO THE FINANCISTLATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(All amountsin EURhousand unless otherwise statepl

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.27 Adoption of new and revised standardand interpretations(continued)
1.27.1 IFRS 9 Financial instruments (effective for annual periods beginning on or after 1 January 20@nhtinued)

The tables below provide a complete overview of the transition from measurement categories and carrying amsunder IAS 39 as per 31 December 2017 to the measurement categories and carrying
amounts under IFRS 9 as per 1 January 2018. The change in carrying amounts following transition is a result of new measureategories for financial assets and liabilgs and ECL allowance
(expected credit losses) for financial assets valued at amortised cost and-bfilance sheet exposures under IFRS 9. For more details on the change in classification and measurement, see the detailed
classification and measurement talels below.

Closing balance as of 31 December 2017 under IAS 38 Opening balance as of 1 January 2018

The Group accounting categories under IFRS 9 accounting categories

Assets HFT FVO AFS LaR Other Total FVHFT FVMPL AmC Other Total
Cash and balances with central bank - - - 1,223,894 - 1,223,894 - - 1,223,894 - 1,223,894
Loans to credit institutions - - - 221,046 - 221,046 - - 221,046 - 221,046
Loans to the public - - - 5,739,091 - 5,739,091 - - 5,746,271 - 5,746,271
Debt securities 26,069 353,027 15,902 - - 394,998 26,069 368,929 - - 394,998
Derivatives 47,549 - - - - 47,549 47,549 - - - 47,549
Equity Instruments - - 4,143 - - 4,143 - 4,143 - - 4,143
Investments in subsidiaries - - - - - - - - - - -
Intangible assets - - - - 4,646 4,646 - - - 4,646 4,646
Property, plant and equipment - - - - 7,953 7,953 - - - 7,953 7,953
Investment property - - - - 2,015 2,015 - - - 2,015 2,015
Deferred income tax assets - - - - 11,004 11,004 - - - 10,147 10,147
Other financial assets - - - 53,202 - 53,202 - - 53,202 - 53,202
Other non-financial assets - - - - 8,100 8,100 - - - 8,100 8,100
Total assets 73,618 353,027 20,045 7,237,233 33,718 7,717,641 73,618 373,072 7,244,413 32,861 7,723,964

(Continued
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AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise statey

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.27 Adoption of new and revised standards and interpretatior{sontinued)

1.27.1 IFRS 9 Financial instruments (effective for annual periods beginning on or after 1 January 20@nhtinued)

Closing balance as of 31 December 2017 under IAS 3¢ Opening balance as of 1 January 2018
The Group accounting categories under IFRS 9 accounting categories
Liabilities and equity HFT FVO AmC Other Total FVHFT AmC Other Total
Deposits from central banks and credit
institutions - - - 1,398,638 - 1,398,638 - - 1,398,638 - 1,398,638
Deposits and borrowings from the
public - - - 5,411,527 - 5,411,527 - - 5,411,527 - 5,411,527
Derivatives 45,249 - - - - 45,249 45,249 - - - 45,249
Current income tax liabilities - - - - 1,187 1,187 - - - 1,318 1,318
Deferred income tax liabilities - - - - - - - - - - -
Debt securities issued - - - 526 - 526 - - 526 - 526
Provisions - - - - 7,256 7,256 - - - 7,848 7,848
Other financial liabilities - - - 61,963 - 61,963 - - 61,963 - 61,963
Other non-financial liabilities - - - - 23,721 23,721 - - - 23,721 23,721
Equity - - - - 767,574 767,574 - - - 773,174 773,174
Total liabilities and equity 45,249 - - 6,872,654 799,738 7,717,641 45,249 - 6,872,654 806,061 7,723,964

(Concluded)
IAS 39 abbreviations: Held for trading (HFT), Fair Value Option (FVO), Availdiolesale (AFS), Loans and Receivables (LaR), Amortised Cost (AmC) and Held to Maturity (HTM).

IFRS 9 abbreviations: Fair Value Through Profitlasss Held for Trading (FVHFT/FVTPL held for trading), Fair Value Through Profit or Loss Mandatorily (FVMPL/FVTPL mandd#&aitlyalue Through
Profit or Loss Designated (FVDPL/FVTPL designated), Fair Value Through Other Comprehensive Income (FVO&Hatised Cost (AmC).
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AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise statey

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.27 Adoption of new and revised standards and interpretatiorfsontinued)

1.27.1 IFRS 9 Financial instruments (effective for annual periods beginning on or after 1 January 20@nhtinued)

Closing balance as of 31 December 2017 under IAS 39 Opening balance as of 1 January 2018

The Bank accounting categories under IFRS 9 accounting categories

Assets HFT FVO AFS LaR Other Total FVHFT FVMPL AmC Other Total
Cash and balances with central bank - - - 1,223,894 - 1,223,894 - - 1,223,894 - 1,223,894
Loans to credit institutions - - - 221,046 - 221,046 - - 221,046 - 221,046
Loans to the public - - - 5,739,133 - 5,739,133 - - 5,746,313 - 5,746,313
Debt securities 26,069 353,027 15,726 - - 394,822 26,069 368,753 - - 394,822
Derivatives 47,549 - - - - 47,549 47,549 - - - 47,549
Equity Instruments - - 4,143 - - 4,143 - 4,143 - - 4,143
Investments in subsidiaries - - - - 2,871 2,871 - - - 2,871 2,871
Intangible assets - - - - 4,646 4,646 - - - 4,646 4,646
Property, plant and equipment - - - - 7,892 7,892 - - - 7,892 7,892
Investment property - - - - 2,015 2,015 - - - 2,015 2,015
Deferred income tax assets - - - - 10,996 10,996 - - - 10,139 10,139
Other financial assets - - - 54,091 - 54,091 - - 54,091 - 54,091
Other non-financial assets - - - - 7,406 7,406 - - - 7,406 7,406
Total assets 73,618 353,027 19,869 7,238,164 35,826 7,720,504 73,618 372,896 7,245,344 34,969 7,726,827

(Continued)
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise statey

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.27 Adoption of new and revised standards and interpretatior{sontinued)

1.27.1 IFRS 9 Financial instruments (effective for annual periods beginning on or after 1 January 20@nhtinued)

Closing balance as of 31 December 2017 under IAS 3¢ Opening balance as of 1 January 2018
The Bank accounting categories under IFRS 9 accounting categories
Liabilities and equity HFT FVO AmC Other Total FVHFT AmC Other Total
Deposits from central banks and credit
institutions - - - 1,398,638 - 1,398,638 - - 1,398,638 - 1,398,638
Deposits and borrowings from the
public - - - 5,416,837 - 5,416,837 - - 5,416,837 - 5,416,837
Derivatives 45,249 - - - - 45,249 45,249 - - - 45,249
Current income tax liabilities - - - - 1,147 1,147 - - - 1,278 1,278
Deferred income tax liabilities - - - - - - - - - - -
Debt securities issued - - - 526 - 526 - - 526 - 526
Provisions - - - - 7,256 7,256 - - - 7,848 7,848
Other financial liabilities - - - 61,963 - 61,963 - - 61,963 - 61,963
Other non-financial liabilities - - - - 23,484 23,484 - - - 23,484 23,484
Equity - - - - 765,404 765,404 - - - 771,004 771,004
Total liabilities and equity 45,249 - - 6,877,964 797,291 7,720,504 45,249 - 6,877,964 803,614 7,726,827

(Concluded)
IAS 39 abbreviations: Held for trading (HFT), Fair Value Option (FVO), Availdiolesale (AFS), Loans and Receivables (LaR), Amortised Cost (AmC) and Held to Maturity (HTM).

IFRS 9 abbreviations: Fair Value Through Profit ards Held for Trading (FVHFT/FVTPL held for trading), Fair Value Through Profit or Loss Mandatorily (FVMPL/FVTPL mand&airilyglue Through
Profit or Loss Designated (FVDPL/FVTPL designated), Fair Value Through Other Comprehensive Income (FVOGHaatisedl Cost (AmC).
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NOTES TO THE FINANCIBLATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(All amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.27 Adoption of new and revised standards and interpretatior{sontinued)
1.27.1 IFRS 9 Financial instruments (effective for annual periods beginning omfber 1 January 2018) (continued)

ThE Nfdan Ued 3%AaE b bprevidus Uladsifieafidh ddtegories under IAS 39 as per 31 December 2017 with the

classification categories under IFRS 9 as per 1 January 2018.
Classification

and
IAS 39 measurement ECL Allowances IFRS 9
Carrying amount Carrying amount
as of 31 at 1 January

Class of assets December 2017 Change Impairment 2018 Classification
Loans and receivables 7,237,233
to Amortized cost 7,237,233 7,180 7,244,413 Amortised cost
Held for trading 73,618
to Fair Value Through Prof Fair Value through Profit or
or Loss Held for Trading 73,618 - 73,618 Loss Held for Trading
Financial assets
designated at fair value 353,027
to Fair Value Through Prof Fair Value through Profit or

353,027 - 353,027 Loss Mandatorily

or Loss Mandatorily

As of 1 January 2018, the Group Vil no longer apply fair value option for a portion of its debt instruments. These instruments are
managed and evaluated on a fair value basis and are therefore mandatorily measured at fair value through profit or loss under

IFRS 9.

15,902
4,143

Available for sale - debt securi
Available for sale - equity instt
to Fair Value Through Prof
or Loss Mandatorily

Fair Value through Profit or

20,045 - 20,045 Loss Mandatorily

As part of the businesmoded 3 E é&Eé L 3 0fAp U debt&dduritiedipi@yiously classified as availablor-sale has been
assessed to meet the criteria foFVTPL mandatorily as these financial instrumengse managed and evaluated on a fair value
basis. As such, these instruments have been reclassified from availdblesale to fair value through profit or loss mandatorily.
Equity instruments are mandatorily measured at fair value through profit or losdine with IFRS 9rheaccumulated OCI foequity
instruments was EUR 1,097 thousands of 31 December 2017 and has been recognised in retained earnings as of 1 January

2018.

Classification

and
IAS 39 measurement ECL Allowances IFRS 9
Carrying amount Carrying amount
as of 31 at 1 January
Class of liabilities December 2017 Change Impairment 2018 Classification

Held for trading 45,249
to Fair Value Through Prof Fair Value through Profit or
or Loss Held for Trading 45,249 - 45,249 Loss Held for Trading
Amortised cost 6,872,654

6,872,654 - 6,872,654 Amortised cost

to Amortised cost
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED

1.27 Adoption of new andevised standards and interpretationgcontinued)

1.27.1 IFRS 9 Financial instruments (effective for annual periods beginning on or after 1 January 20E®ntinued)
AOE Nndan UeO 3%AE pEsfe, UAE 36a] OpE UA &3 peNEl;Dedeiber 201 Qithpties € A
classification categories under IFRS 9 as per 1 January 2018.

Classification

and
IAS 39 measurement ECL Allowances IFRS 9
Carrying amount Carrying amount
as of 31 at 1 January

Class of assets December 2017 Change Impairment 2018 Classification
Loans and receivables 7,238,164
to Amortized cost 7,238,164 7,180 7,245,344 Amortised cost
Held for trading 73,618
to Fair Value Through Prof Fair Value through Profit or
or Loss Held for Trading 73,618 - 73,618 Loss Held for Trading
Financial assets
designated at fair value 353,027
to Fair Value Through Prof Fair Value through Profit or
or Loss Mandatorily 353,027 - 353,027 Loss Mandatorily

As of 1 January 2018, the Bank will no longer apply fair value option for a portion of its debt instruments. These instrusnare
managed and evaluated on #air value basis and are therefore mandatorily measured at fair value through profit or loss under

IFRS 9.

Available for sale - debt securi 15,726
Available for sale - equity instt 4,143
to Fair Value Through Prof

or Loss Mandatorily

03p AN OE % UeE @érnAEA& 3 E éEeé L 3 0fp UAe AN 3é4a] AE¥% farsapebatdeenipE Ui

assessed to meethe criteria for FVTPL mandatorily as these financial instruments are managed and evaluated on a fair value
basis. As such, these instruments have been reclassified from availdblesale to fair value through profit or loss mandatorily.

Equity instrumerts are mandatorily measured at fair value through profit or loss in line with IFRS 9. The accumulated OCI for equity
instruments was EUR 1,096 thousand as of 31 December 2017 and has been recognised in retained earnings as of 1 January

2018.

Fair Value through Profit or
19,869 - 19,869 Loss Mandatorily
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FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED

1.27 Adoption of new and revised standards and interpretatior{sontinued)

1.27.1 IFRS 9 Financial instruments (effective for annual periods beginning on or after 1 January 20E®ntinued)

Classification

and
IAS 39 measurement ECL Allowances IFRS 9
Carrying amount Carrying amount
as of 31 at 1 January
Class of liabilities December 2017 Change Impairment 2018 Classification

Held for trading 45,249

to Fair Value Through Prof Fair Value through Profit or
or Loss Held for Trading 45,249 - 45,249 Loss Held for Trading
Amortised cost 6,877,964

to Amortised cost 6,877,964 - 6,877,964 Amortised cost

"OE 3%AE %EARf pE¢hé¢cUAE OE +pi 0] 36A 3e4d] ¢a&n UeO OGEpURA\ Uedn3UméEe

incurred loss model and the provisions for loan commitments and financial guarantee contracts in accordance with IAS 3@ to th
new impairment allowance measured in accordance with the IFRS 9 expected loss model at 1 January 2018.

Provisions for
impairment IAS

ECL allowance

Financial assets Classification 39 IFRS 9
31 December Change in
IAS 39 IFRS 9 2017 allowances 1 January 2018
Loans to the public* LaR AmC (71,915) 7,180 64,73
Loan commitments and financial Provisions IAS ECL allowance
guarantees Classification 37 IFRS 9
31 December Change in
IAS 39 IFRS 9 2017 allowances 1 January 2018
Provisions N/A N/A (7,256) (592) (7,848)

*Accrued interest and interest incor for loans overdue more than 6@ays was directly reduced by allowances in amount of EUR
3,442 thousand as of 31 Deember 2017. From 1 January 2018 allowances for accrued interest @verdue loansare recognized
in Net expected credit losses.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.27 Adoption of new and revised standards and interpretatior{sontinued)
1.27.1 IFRS 9 Financial instruments (effective for annual periods beginning on or after 1 January 20®ntinued)

The table below shows+pfi 0] 3&A gbasa garrying amounts for exposures on balance and Nominal amounts for exposures
off-balancedivided by stage as a mean to put ECL allowances in context to overall exposure levels

1.27.2 IFRS 15 Revenue from Contracts with Customers (effective for annual periods beginning on or after 1 January
2018)

The new standard introduces the core principle thaévenue must be recognised when the goods or services are transferred to
the customer, at the transaction price. Any bundled goods or services that are distinct must be separately recognised, gnd an
discounts or rebates on the contract price must genelpbe allocated to the separate elements. When the consideration varies
for any reason, minimum amounts must be recognised if they are not at significant risk of reversal. Costs incurred to secure
contracts with customers have to be capitalised and amortid over the period when the benefits of the contract are consumed.
The Group and the Bank adopted IFRS 15 Revenue from Contract with Customers with a date of transition 1 January 2018. The
Group and the Bank ha chosen to apply the standard retrospectivglto each prior reporting period presented. The transition
effect should be recognised in retained earnings, as at 1 January 2017. The Group and the Bank do not have an effect atidrans

to the financial statements.

Amendments to IFRS 15, Revenue fr@antracts with Customers (effective for annual periods beginning on or after 1 January
2018). The amendments do not change the underlying principles of the standard but clarify how those principles should be applied.
The amendments clarify how to identifya performance obligation (the promise to transfer a good or a service to a customer) in a
contract; how to determine whether a company is a principal (the provider of a good or service) or an agent (responsible for
arranging for the good or service to bprovided); and how to determine whether the revenue from granting a licence should be
recognised at a point in time or over time. In addition to the clarifications, the amendments include two additional redieésluce

cost and complexity for a companyvhen it first applies the new standard. The Group and the Bank do not have the impact to the
financial statements from the Amendments.

There are no other new or revised standards or interpretations that are effective for the first time for the finangiédr beginning
on or after 1 January 2018 that have a material impact to the Group and the Bank.
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FOR THE YEAR ENDED 31 DECEMBER 2018
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1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED

1.28 New Accounting Pronouncements

Certain new or revised standards and interpretations have been issued that aré &@A3 fip Nip OE +pf 0]s 3éé 34
beginning on or after January2019 and which the Group has not early adopted.

IFRS 16, Leases (effective for annual periods beginning on or after 1 January 2019). The new standard sets out the principles
for the recognition, measurement, presentation and disclosure of leases. All leases result in the lessee obtaining théorigde an

asset at tre start of the lease and, if lease payments are made over time, also obtaining financing. Accordingly, IFRS 16 eliminates
the classification of leases as either operating leases or finance leases as is required by IAS 17 and, instead, introdsitegea
lessee accounting model. Lessees will be required to recognise:

(a) assets and liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value; and
(b) depreciation of lease assets separately from interest on lease lilitiés in the income statement.

IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17. Accordingly, a lessor continues tofglassi
leases as operating leases or finance leases, and to account for those two types of ledgtsently.

General impact of application of IFRS 16 Leases

Upon transition to IFRS 16, the Group and the Bank/@aecided to apply the modified retrospective approach. For the purpose
of applying the modified retrospectie approach to the leases, ther@up and the Bankave elected to measure the righof-use
assets to an amount equal to the lease liability.

In addition, the Group and the Bank decided to apply the practical expedients to use hindsight when assessing the leasedérm,

to recognise aright-of-use asset or lease liability to leases for which the lease term ends within 12 months of the date of initial
application and not to include assets of low value.

~"OE é3Ueé Uens, ne OE +pi 0] 3eA OE 3ea] NUeéseétnyéiproperty EeEsésThe Giliupraad tAeE 3¢ ¢
Bank will recognize following impact on transition to IFRS 16 at 1 January 2019:

There is no significant impact on the income statement, although the presentation in the income statement changes as other
expenses will be replaced by depreciation of the rightf-use asset and interest expenses on the lease liability. There is no
significant impact on large exposures and capital adequacy.

The new standard also introduces new estimates and judgements that affect theasurement of lease liabilities. The Group and
the Bankmeasures the lease liability at the commencement dateased on management estimates regarding exercising any
termination or exemption optionand may be required to revise it, e.g. the assessmenindfether an option is reasonably certain
to be exercised. As this will increase financial statement volatility, thisll be revised and monitored bythe Group and the Bank
continuously.

Annual Improvements to IFRSs 2012017 cycle (effective for annual periods beginning on or after 1 January 2019; not yet
adopted by the EU).The narrow scope amendments impact four standards. IFRS 3 was clarified that an acquirer should remeasure
its previously held interest in a joint operation whehobtains control of the business. Conversely, IFRS 11 now explicitly explains
that the investor should not remeasure its previously held interest when it obtains joint control of a joint operation,aiyniio the
existing requirements when an associatbecomes a joint ventre and vice versa. The amendddS 12 explains that an entity
recognises all income tax consequences of dividends where it has recognised the transactions or events that generated dtexdrel
distributable profits, e.g.in profit or loss orin other comprehensive incomdt is now clear that this requirement applies in all
circumstances as long as payments on financial instruments classified as equity are distributions of profits, and not ordgés
when the tax consequences are gesult of different tax rates for distributed and undistributed profits. The revised IAS 23 now
includes explicit guidance that the borrowings obtained specifically for funding a specified asset are excluded from the giool
general borrowings costs eligile for capitalisation only until the specific asset is substantially complefehe changes have no
material effect on the financial statements of the Growgnd the Bank
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1. SIGNFICANT ACCOUNTING POLICIES (CONTINUED
1.28 New accounting pronouncements @ntinued

Amendments to the Conceptual Framework for Financial Reportifeffective for annual periods beginning on or after 1
January 2020; not yet adopted by the EU).The revised Conceptual Framework includes a new chapter on measurement; guidance
on reporting financial performance; improved definitions and guidane@ particular the definition of a liability; and clarifications

in important areas, such as the roles of stewardship, prudence and measurement uncertainty in financial reporting. The devise
Conceptual Framework have no material effect on the financial statemerfisthe Groupand the Bank

Definition of materiality zAmendments to IAS 1 and IAS 8 (effective for annual periods beginning on or after 1 January 2020;
not yet adopted by the EU).The amendments clarify the definition of material and how it should beliagy including in the
definition guidance that until now has featured elsewhere in IFRS. In addition, the explanations accompanying the definéien
been improved. Finally, the amendments ensure that the definition of material is cdesisacross al IFRS Standarddnformation

is material if omitting, misstating or obscuring it could reasonably be expected to influence the decisions that the priosass of
generakpurposefinancial statements make on the basis of those financial statements, whixbvide financial information abat

a specific reporting entity.The amendments have not a material effect on the financial statements of the Grand the Bank

There are no other new or revised standards or interpretations that are not yet effective thraiuld be expected to have a material
impact on the Grouand the Bank
1.29 Criticalaccounting estimates angudgements in applying accounting policies

Amended critical judgementexpected credit loss model

When calculating expected credit loss (ECL) theage a number of key concepts that require a high level of judgement. Estimating
expected credit loss is, by its very nature, uncertain and the accuracy of these estimates depends on many factors, e.g.
macroeconomic forecasts and involves complex modelliagd judgements. The assessment of significant increase in credit risk is
a new concept under IFRS 9 Financial Instruments and will require significant judgement. At the end of each reporting fiegiod
Group and the Bank shall perform an assessment of whet credit risk has increased significantly since initial recognition by
considering the change in the risk of default occurring over the remaining life of the financial instrument, using keyndilators

03 3pE EA Ué OE +ph 0] 7isldmahagemert pocddse€ Another area requiring significant judgement is the
incorporation of forwardHooking information and macroeconomic scenarios. IFRS 9 requires an unbiased and probabgityhted
estimate of credit losses by evaluating a rangd possible outcomes that incorporates forecasts of future economic conditions.
SEB Group uses internally developed macroeconomic forecasts as the basis for the ford@okling information in the ECL
measurement. SEB Group uses both models and expert cr@ailgement (ECJ) in order to determine ECLs. The objective of
applying ECJ is to incorporate the estimated impact of factors not captured in the modelled ECL. The degree of judgemeist that
required to estimate expected credit losses depends on the outcerfrom calculations, materiality and the availability of detailed
information. The models, assessment and assumptions are regularly reviewed by the risk organization of the SEB Group and
approved by the SEB Group Risk Committdéie assumptions and sensitity analysis are further described in Note 2.2.

Fair Value of Derivatives

The fair values of financial derivatives that are not quoted in active markets are determined by using valuation technidukesuch
not quoted derivative financial transactions a entered with third parties and mirror transactions are entered with SEB Group.
Where valuation techniques (for example, models) are used to determine fair values, they are validated and periodicallywade
by qualified personnel independent of the arethat created them. All models are certified before they are used, and models are
calibrated to ensure that outputs reflect actual data and comparative market prices. For pricing of options Bfackoles model is
used, with only observable market data (e.ghistorical volatility, market interest rates, market prices). Further details of major
assumptions of fair values of derivatives provided under this note section Fair values.
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2. FINANCIAL RISK MANAGEMENT ANDIRA/ALUE DISCLOSURES

2.1 Fair values
The table % E & fi gé3pU E OE ¢3pp UeO 3éfi & 338A N3Up 38 E AN Of E NUeé3eg,U34 3 E
statement of financial position at amortized cost:

The table below summarises the carrying amounts and fair values of those figad3& 3 E 3éA 4U3%%U&U UE OQOpE Eé
statement of financial position at amortized cost:

Loansand advances to banks, balances with the Central Bafike fair value of floating rate placements and overnight deposits is
their carrying amount. The estimated fair value of fixed interest bearing deposits is based on discounted cash flows usngifing
money-market interest rates for debts with similar cedit risk and remaining maturity.

Loans to the publicare net of provisions for impairment. The estimated fair value of loans areteivables represents the
discounted amount of estimated future cash flows expected to be received. Expected cash flowsdiseountedusing interest
rates for newly issued loans with the similar maturity date.

Deposits from central lanks and credit institutions The estimated fair value of deposits with no stated maturity, which includes
nonrinterest-bearing deposits, is themount repayable on demand.

Page57 of 126



AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)

2.1 Fair values (continued)

Deposits from publicThe estimated fair value of fixed interesbearing deposits and other borrowings not quoted in an active
market is based on discounted cash flows usingrrent market interest rates.

Debt securities in issuffhe discounted cash flow model is used usiagrrent market rates.

The objective of the fair value measurement is to arrive at the price at which an orderly transaction would take place betwee
market participants at the measurement date under current market conditions. In order to arrive at the failue of a financial
instrument AB SEBbankas Groupuses different methods; quoted prices in active markets, valuation techniques incorporating
observable data and valuation techniques based on internal models. For disclosure purposes, financial institsroarried at fair
value are classified in a fair value hierarchy according to the level of market observability of the inputs.

An active market is one in which transactions occur with sufficient volume and frequency to proypdeing information on an
ongoing basis. The objective is to arrive at a price at which a transaction without modification or repacking would occtiein t
principal market for the instrument to which SEB has immediate access.

Fair value is generally measured for individual financimistruments, in addition adjustments are made to cover credit risk. To
reflect counterparty risk in OTC derivatives, adjustments are made based on the net exposure towards each counteffiaese
adjustments are calculated on a counterparty level based estimates of exposure at default, probability of default and recovery
rates. Probability of default and recovery rate information is generally sourced from the CDS markets. For counterpartiesavhe
this information is not available, or considered unreliEbdue to the nature of the exposure, alternative approaches are taken
where the probability of default is based on generic credit indicés specific industry and /or rating.

Financial nstrumentscarried at fair valueare valued on a daily basis. Valuains are performed using recent and reliable bid prices
from at least one external market data provider where the relevance of a traded price is assessed in light of current market
movements. Instruments that require models for valuation, are valued usiimglustry standard pricing models with input
parameters that are either based on observable market data or, if deemed more appropriate, set or validated by independsat ri
control function.

Level 1: Quoted market prices

Valuations in Level 1 are determineby reference to unadjusted quoted market prices for identical instruments in active markets
where the quoted prices are readily available and the prices represent actual and regularly occurring market transactiorsnon
3pe] &4EeEO O %3 U | | éédihancidl Mstunents are listed equity securities, debts securities and exchatgaled
derivatives.

Level 2: Valuation techniques with observable inputs

In level 2 valuation techniques, all significant inputs to the valuation models are observalithez directly or indirectly. Level 2
valuation techniques include using discounted cash flows, option pricing models, recent transactions and the price of another
instrument that is substantially the same.

Examples of observable inputs are foreign currepexchange rates, binding securities pricguotations, marketinterest rates
(Libor, etc.), volatilities implied from observable option prices for the same term and actual transactions with one or rexiernal
counterparts executed by SEB.

Examples of Leel 2 financial instruments are masOTC derivatives such as options and interest rate swaps based on the Libor
swap rate or foreigrdenominated yield curve.

Level 3: Valuation techniques with significant unobservable inputs

Level 3 valuation techniquesncorporate significant inputs that are unobservable. These techniques are generally based on
extrapolating from observable inputs for similar instruments, analyzing historical data or other analytical techniques. Exesngf
Level 3 financial instrumentsare more complex OTC derivatives, long dated options for which the volatility is extrapolated or
derivatives that depend on an unobservable correlation. Other examples are instruments for which there is currently no active
market or binding quotes, such amlisted equity instruments.
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)

2.1 Fair values (continued)

Transfers between levels may occur when there are indications that market conditions have changed, e.g. a change in liquidity
There have been no transfers beteen levels during the years 2018 and 2017

*UesegU38 3 E  38A 4U3%UAU UE OpE Eé EA e OE +pi 0] 3é&AanOrfized édsiforthe EEE &
year 2018 and 2017 for which fair value is discleed in the tables above are of level 3 within fair value hierarchy.

AOE 3%AE %WEAR éé°pU E  OE OUEDP:peO AN N3Up a4 E B3 pEeEé AN 3 Bt 3&A
of financial position at fair value:
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

2. FINANCIALRISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)
2.1 Fair values (continued)
ANOE 3%AE %EA&NR éé3pU E OE OUEDpP3psO
financial position at fair value:
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All instruments measured at fair value are subject to recurring valuation.

The table below represents OE ¢ 036 0E #AN 364& -+#pBeie]3 instruments for the year ended 31 December 2@t

Equity instruments are mandatorily measured at fairalue through profit or loss in line with IFRS 9 starting from 1 January 2018.

The accumulated reserve in Other comprehensive income for equity instruments was EUR 1,097 thousand as of 31 December
2017 and has been recognised in retained earnings as ofdndiary 2018.
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)
2.1 Fair values (continued)

"OE 3%8E %E&n pEOpPE Eé OE 3&R & & cpdl3 istEumdnts farlthe year ended 31 December 201

Level 3Equityinstruments zié Bfi E@¥%EpP >822 I1U 3 1é¢1 38860 6,EA % UéO A 11Y ! pAGE <UeéU

banks. AB SEB bankagas aholder of one redeemable ordinary share dEUR10 in Visa Europe Limitedlhe price offered for the
shareshave beencalc# EA %3 EA fié @E&%EDP ] ¢fAé pU% Uh éanil ddosisted piicadhJpar, praeidstock
(seriesC shares) and 3 years deferred paymerithe number of shares of class A common stock underlying each share of preferred
stock is specified byhe class A common equivalent number with respect to the applicable series of preferred stdtle equivalent
number has been set on the issue date of preferred stock which occurred at the closing of the @kalclass A common equivalent
number will be ajusted from time to time pursuant to the applicable governing documents with respect to such series.

Valuation of VISA Inc. preferred stock

Positions, that are classified as level 3 and for which a traded price nor a third party quote is available, ateetealued by
benchmarking to another product with similar characteristics and for which a traded price or an independent third party qiste
available. Information from traded indices and other sources shall also be used when available. The benchmagkérgise must

be well documented and approved by the relevant Valuation Committee in order to allow for a review of the appropriateness of
used prices.

The Bank as an owner of the preferred share, has a stake in the company in proportion to the stocld tnedler the conversion
estimate provided by Visa Inc. Valuation inputs to approximate the value of the preference shares have been used. The egpecte
number of A class shares to be received on conversion shares has been estimated by management basedwn terons and
conditions. Following the exercise of the stock conversion, stock will be valued at the traded price for the Visa Inc. shares
(NYSE:V). Given that preference shares are directly convertible to A Class shares, the use of market observablgsrims been
maximized. The SEB valuation of the preferred shares has therefore been modelled on the traded closing price at month end for
the Visa Inc. share on NYSE. In order to account for the fact that the SEB preferred shares arerarmsierrable andsubject to
ownership restrictions, the listed A class share price is adjusted. The adjustment reflects that, when the transaction ssed;lo
holders of preference shares do not have access to the primary market where Visa A class shares are traded. Pnefeshares

may only be sold or transferred to other members in the transaction or other holders afl&s shares.

The adjustment also reflects uncertainties around the conversion rate and the outcome of covered litigation, where the ceiorer

rate will be reduced in the event that Visa Inc. suffers losses related to certain covered litigation, a haircut has been applied to th
estimated numberof shares to be allocated to the Bankhe embedded conversion feature, which reduces the number of Visa Inc.
equity instruments a Principal Member receives on conversion of its preferred share, is dependent upon the uncertain outcome of
litigation.

The total adjustment made by the Bankitially was 50 percent .In third quarter of 2018 SEB Group has reviewed inpuisr Visa
shares valuation and total adjustment made by the Bank was changed to 30%. Change in valuation is related to the reducing
uncertainty in the conversion factor as the transaction matures.

On a quarterly basis the Group reviews the classification of level 3 instruments and assesses if there is additional infiormat
indicating changes in their value.

If the net present value of estimated cash flows differs by -&% while other factors are unchanged the change in fair value of the
level 3 instruments for the Group would be estimated higher or lower by EUR 393 thousand (2017: EUR 215 thousand)
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)

2.2 Financial risk managementglicy
Definition of Risk

AB SEBbankas Group defines the risk as the possibility of a negative deviation from an expected financial outcome. One
consequence of riskaking is the occurrence of losses, which can be broken into expected and unexpected los$€3E béfipé3a
4E E&~ AN &4 E SeéE: pEA 3 E 0E¢ EA &4 E T U ¢ fie UAEPEA 3 3 ;i fANvefeliUEO %
through transaction pricing and risk reserves. The Group and the Bank shall make appropriate efforts to minexpexted losses

through ensuring sound internal practices and good internal contrdlfie unusual, large and unexpected losses are not foreseen

to be completely absorbed by day to day transaction profits. The primary protections against such losses amadanternal
practices, good internal controls, insurance policies and earningbe last lossabsorbing resource for unexpected losses is the

capital of the Bank.

Credit Risk

The Group and the Bank takes on exposure to credit risk which is the risk ghedunterparty will be unable to pay amounts in full

when due.The definition of credit risk also encompaesso called ¢ i € EpG3p ] ¢i € p pU & OtbeBkdpU E A
settlements between parties according to trading operations.

AOE +pm@A OE 36ad] ¢(pEAU 0f&U¢ Ue thatcardy dendiag tQrisacdtpt/aystbi based on credit analysis.
Various credit security instruments are applied depending on the complexity of a transaction and trustworthiness of a custome

Credit R$k Classification

The Bank got the permission from the regulators to use an IRB (Internal Ratings Based Approach, according to Basel I
methodology) models in credit risk assessment process and for the regulatory capital calculation starting from the Iméginof

2008 to be applied for the main credit portfolio segments: Corporate (Nemetail), Financial Institutions (Norretail), Small
Corporate (Retail) and Private Individuals (Retail). The Group uses different risk classification systems applicable daiqouilar

portfolio segment. The same expert judgment based risk classification systems are used for credit risk assessment ofdtiih

credit exposures in all parts of SEB Group. Credits that exc@imilionEUR2é AYfip Eé U UE ] b & AlIBPEERE EA 5§~
classified as Norretail positions. The Bank uses the master scale of 16 risk classes classifying the credit risk of-Retail
borrowers with 1 representing the lowest default probability and 16 representing the default. Risk classed hre considered
investment grade. The borrowers falling into the range of risk classl@ are treated as normal business loan$he classification

above is applied for loans to customers and finance lease receivables.

"OE %iippfi Ep AN pU & o843 &% 3eA 3> 3pE AENUEGEA 3 apE pU¢ EA % UEE ] 2&A
borrowers in risk classes 135 Y 3pE (&3 UNUEA 3 a3 40 40U ]I UU & &3 E S3pE EA 3 Uédfp 3
the credit approval process, credit risk measurement and management, monitoring and reporting of credit Tikk. credit risk
assessment is based on analysis of NdnE 3U & % [ability Eoprieet interest and principal amount repayment obligations,
covering business and financial risk. Financial ratios and peer group comparison are used in the risk assessment. The deedit ris

the Nonretail borrowers is reviewed on regular basis at least once per year depending on the risk class assigned to thevibarro
Highrisk exposures are subject to more frequent reviews. The objective is to identify at an early stage, credit exposures with
increased risk for loss, and work together with the customer towards a constructive solution that enables the Group anBah&

to reduce or avoid credit losses as well as maintain long term relationship with the customer.

Scoring models are used in credit risk assessment process of Retail exposuressmall enterprises and private individuals. The
application scoring modks are used for the assessment of counterparty risk (Probability of Default) and transaction risk (Loss
Given Default) during customer credit application phase. Due to the fact that credit worthiness of the clients changes awer t
the Retail exposures a re-scored quarterly by using the behavioural scoring modelBhe Bank uses the scale from A to E for
classification of Retail borrowers credit risk with A representing the lowest default probability and E representing the défa

The information on digibution of loans portfolio by risk class igresented in notel3.
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)
2.2 Financial risk management policfcontinued)

Key macroeconomic variable assumptions for calculating ECL allowarsarting 1 January 2018

The SEB Group uses internally developed macroeconomic forecasts as the basis for the foreatdng information incorporated

in the ECL measurement. In order to ensure an unbiased estimation of credit losses under IFRS 9, #tleasicenarios are used.

One of the scenarios is the base case scenario, representing the most likely outcome, which is also applied in the fipemiadg

and budgeting process, while the other case scenarios represent more positive or negative ougsrithe probability weights

assigned to each scenario are determined using a combination of statistical analysis and expert judgment. The scenarios are

reviewed four times a year, or more frequently when appropriate due to rapid developments. The mostifigant macroeconomic
3pUs%AaE = é0 ure AN OE 3 E ¢EézpUA EA * AN 38 E¢(E&%Ep > 3L 3pE E i ¥

markets are used.

The most significant assumptions affecting the ECL allowance of the-netail and retail portfolios, respectively, are as follows:

As of 31 December 2018, the probability of the negative scenario was estimated to-28 per cent and the probability of the
positive scenario was 15 per cent.

Sensitivity analysis of macroeconomgsumptions

In general, a worsening of the outlook on forecasted macroeconomic variables for each scenario or an increase in the pitgbabil

of the negative scenario occurring will both increase the number of loans migrating from Stage 1 to Stage 2 anelase the
estimated ECL allowances. On the other hand, an improvement in the outlook on forecasted macroeconomic variables or an
increase in the probability of the positive scenario occurring will have the opposite positive impact.

Should the positive andiegative scenarios be assigned 100 per cent probability of occurring, the model calculated B®wances
would increase by 5 per cent and decrease bypr cent, respectively compared to the weighted scenario.

Key assumptions for triggering significamtrease in credit risk (SICR)

For arrangements with initial origination date as of 1 January 2018 or later, the primary indicator is changes in lifetinobaiility
of default (PD) by comparing the scenario weighted annualised lifetime PD at the reportidade with the scenario weighted
annualised lifetime PD at initial recognition. For arrangements with an initial origination date prior to 1 January 2018 gharin
SEB internal risk classification since initial origination are used as the primary indicato
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)

2.2 Financial risk management policfcontinued)

Quantitative measures for triggering significant increase in credit risk (SICR)

1) Placement of a financial asset on watch lisutomatically classifies it as a significant increase in credit risk and places it in Stage 2.
Regardless of the quantitative indicator, a significant increase in credit risk is triggered if the following kstdp indicators occur:
- payments are past de >30 days but < 90 days, or
-NUe3esU%& 3 E  3pE NiAp%ipéE S OEpE AE A OE ¢ fAéeEp] NUésé& U348 AUNNU¢ &
revised and concessions given).
Back stop indicators normally overlap with the quantitativindicator of significant increase in credit risk.

Impairmentlosses on Loans afkceivabésuntil 31 December 2017

The Group, aiming at fair and timely assessment of credit impairment, performs regular credit revision: corporate loanswittk
class 8andbetter are revised no less than once a year; revisions of 910 risk class corporate loans are performed no less than
once a halfyear; corporate loans within risk class 11 16, no less than once a quarter; revisions within homogeneous groups
(loans tosmall enterprises, mortgage loans, consumer loans, debts to credit institution) are performed automatically on quarterly
basis. Revisions in casef corporate loans within the Bé&d] E 3%aU OEA Ué¢;pE3 EA pU & E¢chnéfié E¢ A
established borrower risk class, are performed not less than once a quarter. After loan assessment at the established frequency,
relevant loss events are identified and relevant loan impairment is assessed. When assessing whether a loss due to impairment
must be ircluded in the profit (loss) account, the Group assesses, whether before the determination of the loan impairment there
exist any data in proof that it is possible to establish a decrease in forecasted future cash flows of a company withinrdukt c
portfolio. The following dataiss E EAM OE OEp OEpE O3 dip O én %EEE& 3 &3 EpU38 AE EpUT
3eAUBO 3 E&& ® UeNnpeés Ufie pE&2 EA A OE 3 E éEé AN 3% UBE OEp Ofg, U EI
a conservative approach, andoln security measures are taken into accourt probable adverse change in the assets value,
previously sustained losses as well as objective evidence of impairment of the loans within the portfolio.

Methodology and presumptions used in the forecast of fue cash flows and time with the aim to reduce a mismatch between
forecasted and actual losses are revised on regular basis.

The criteria that the Group and the Bank uses to determine that there is objective evidence of an impairment loss include:
x  Downgrading to internal risk class 16;

x Proceeds of the loan without a prior consent of the bank amsed for the purposes other thamstipulated in the loan
agreement ard this event has a negative impact on the credit risk of the borrower;

x  Breach of investment prgect covenants having a negative impact on the credit risk of the borrower;
x Related parties of the borrower are in default and this is having impact on the credit risk of the borrower;
X Deterioration of active market for debt securities due to financial diisss;

x Deterioration in value of collateral, in cases where repayment conditions are directly related to the value of collateral
and earnings method was applied for establishing such collateral value;

X  Suspension or withdrawal of license for the borrowetthat carry licensed activities (for example trade of oil products,
utilities, etc.) and this event has a negative impact on the credit risk of the borrower

x Declaration of bankruptcy
x  Counterparty is in default, i.e. more than 90 days past due

*- Afinancial asset is past due when any amount of principal, interest or fee has not been paid by a counterparty at the deds it
contractually due.
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)
2.2 Financial risk management policfcontinued)

The Credit Committee has to carry out an extraordinary credit revision, if the borrower is more than 14 days in delay toyréma
loan or pay interest or in case at least one of the abexeferred criteria indicating a possible decrease in thean value is
applicable to the borrower/loan. In case loan impairment is found, individual provisions must be formed for a potentialtdosdi
Aloan is classified as an impaired loan, if there is objective evidence that one or more loss events bavaed, and if, as an effect

of such events, there has been a change in the estimated future cash flows, for instance, the customer has significantifinanc
problems, fails to pay interest or the principal when due. Loans are not classified as impaoedd, if the collateral value covers
the loan and interest.

Provisions for portfolio corporate loans are formed for loans, in case of which no individual impairment has been found vieowe

a probability exists that impairment will occur, but no such fabas been found yet. Loans with similar risk characteristics are
&% UNUEA 3aU0U&80 Ué n 3¢s¢fi @8 OE @é3Ué N3g fip 2OBE @34 EE gélddigrisk andiignpairtnénp p i Ep
provisions for them are formed taking into account the defayrobability within relevant classes.

The portfolio based assessment is applied to the following homogeneous credit groups having the similar risk characteristics:
mortgage loans, consumer loans, credit cards, small corporate loans. The collective piamvisfor the homogeneous credit groups
are formed by applying statistical methods based on historical data about the observed default frequencies of the borroweE) (

and the suffered losses (LGD) within the corresponding homogeneous credit group and exjpdgment adjustments considering
historical experience of adequacy of provisioning levels, objective evidences of portfolio quality development, adequacy of
security of particular portfolio and other particularities of credit portfolio, that are not tadn into consideration by quantitative
assessment.

An impairment loss is reported as a write off, if it is deemed impossible to collect the contractual amounts due that haviecen
paid and/or are expected to remain unpaid, or if it is deemed impossildedcover thecarrying amountby selling any collateral
provided. In other cases, a specific provision is recorded in an allowance account. As soon as theotieatible amount can be
determined and the asset is written off, the amount reported in the@lNance account is dissolved. Similarly, the provision in the
allowance account is reversed if the estimated recovery value exceeds the carrying amount.

Credit Risk Limits and Monitoring

The Group and the Bank structures the levels of credit portfolio risk it undertakes by placing limits on the amount ofatgpted

in relation to one borrower, or groups of borrowers, and industry segments. The credit risk exposure to a single borrower o
Y%fipph Ep ] Opfi 0 3éA OE U&A pUE 3pE éneU ApEA fnée 3 pEO &3p %3 U |l pHAU (i
Assets and liability management committee (ALCO) and regularly monitored by iskitrol function. As of 31 December 208,

credit exposures are in compliance with limits set by ALCO.
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)

2.2 Financial risk management policy (continued)

The table below represents the development of credit exposures within particuladustries.
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)
2.2 Financial risk management policy (continued)

Maximum Exposure to Credit Risk Before Collateral Held or Other Credit Enhancements

The below table represents a worsease scenario of credit risk exposure to the Group and the Bank as of 31 Decembeg2iiid
2017, without taking account of any collateral held or other credit enhancements attached. Forbalancesheet assets, the
exposures set out below are based on nearrying amountsas reported in the statement of financial position

Management is confident in its ability to continue to control and sustain minimal exposure of credit risk to the Grodphe Bank
resulting from both its loan andreceivables portfolio and debt securities. For information on loan ratings see Credit risk
management note information above. 100% of investments in Government securities compose of Government debt securities that
have an investing rating.

Market Risk

Market risk is defined as the risk of a loss or reduction of future net income following changes in interest ratedjt spreads,
foreign exchange and equity prices, including price risk in connection with the sale of assets or closing of positions.

According to the type of financial risk, market risk is classified into trading risk (Trading Book risk) and structural riskrosmatch

%E EEé& 3 E 36A 4U3%UAU UE S 64aUe0 ffdad pU A&TL OU,0 O3 & U éasitve agséts OE O

and liabilities as well as off%:3843&8 ;E OEE U Eé 33é6A U AENU&EA ®* OE pU a AN 3 3@ AN OE Op

in the market value of liabilities.

The overall market risk exposure (trading and nenading) is measuied using Valueat-Risk (VaR) model based on historical

simulation method that express the maximum potential loss that can arise at a chosen level of probability during a certaiodpe

of time. Trading risk is measured on daily basis using 99 percent pabbity level and 10 days time horizon. VaR exposure for ron
p:AU&EO 0f U Ufé U ¢38¢ 43 EA fie 3 A3U&a %3 U Ued 3 A3 ] 3 E @Eé& E 34?3

Historical data are based on 250 days for estimation of volatility dncorrelation. Additionally the Bank uses the sensitivity

measures applied for risk assessment of specific market risk type/portfolio/position: delta 1 p.p. is applied for interegt ra

sensitive portfolios/positionsetc. Value at Risk assessment resultsn the total portfolio positions are shown iNote 32.

C
o
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)

2.2 Financial risk management policy (continued)

Currency Risk

Foreign Exchange Risk exposure is defined by two measures: single open currency position adéifiRand aggregated general
open currency-the bigger one of summarized long and short open currency positions. The foreign exchange risk measure contains
the net exposure of spot and forward posibns,plus other balance sheet items. The currency risk conitis ensured by monitoring

the risk exposure against the limits established for single open currency position.

The net positions of assets and liabilities denominated in foreign currencies as of 31 DecembeB201d 2017 are presented in
Note 31.

InterestRate Risk

Interest rate risk is managed by forecasting the market interest rates and managing the mismatches between assets andiksbili

by re-pricing maturities. The Bank applies the interest rate risk management methods allowing to measure the Grouffé U U U
to interest rate changes by computing the impact to the net effect to the market value of shareholders equity (called dedg ih

case of parallel shift by percentage point in the yield curve.

The interest rate risk management as of 3Mecember 2018 and 2017 is presented in Note32.

Credit risk marginriskk AENU&EA 3 3 pU & 03 OE 38 E AN AE% E¢ pU UE U&& AE.pE® E
risk. This type of risk is calculated using the VaR (ValaeRisk) model. Risk is managed by setting limits for investments in debt
securities.

The credit risk margin risk management as of 31 December 20and 2017 is presented in Note32.

Liquidity Risk

Liquidity risk is the risk that the Group and the Bank may umable to timely fulfil its payment obligations or to finance or realize
its assets over the certain period at an acceptable priche Group and the Bank adheres to a conservative liquidity risk

management policy that ensures adequate fulfilment of curréfinancial obligations, the level of obligatory reserves with the
European Central Bankigher than established

AB SEB bankasand the Groupis following and managing liquidity risk from a number of perspectives of which the main
perspectives can be chacterized as structural liquidity risk (or funding risk according teuropean Banking Authoritg EBA z
terminology) and stressed survival horizon (or shoterm liquidity risk according to EBA terminology).

Structural liquidity risk refers primarily to how longerm more illiquid assets (such as lending to the public) are funded by leng
term stable funding (such as stable deposits).

AOE ApE +30 U3 Ui U OE 3é4a] Ué Epésa Apatp bdddi 180%yindicats thattheibahE ismotfunded
with stable enough liabilities relative to illiquid assets.
CoreGAP ratio was 112,9%as of 31of December 2018 (107 % as of 31 December 20T).

The Core Gap Ratio will eventually be accompanied lwe tregulatory metric of structural liquidity riskzNet Stable Funding Radi

which should come into force in 2019

Y pbE EA p U 33& Onfpu"ne SYY/T U 3%i Of Eé U UE OE %s3éa]-tetmsfubdipE OEE
disturbances, e.g. wan wholesale funding is difficult to prolong due to a baisipecific or general market stress or when deposits

leave the bank in an even more stressed scenario. Survival horizon is the number of days accumulated cash flows staysepositiv

Second metric id.iquidity Coverage Ratio (LCR), which is also a regulatory requirement and measures to what extent liquid assets
are sufficient to cover short term cashwtflows in a stressed scenario.

LCR for the Bank should be not less than 100%. During the year 2@hd 2018 the Bankand the Groupwas in compliance with
this requirement.As at 31 December 2018 LCR for the Bank wa$9,80% while for the Group it was 170,28%.

The table below presents the cash flows payable by the Group and the Bank under financialitiabiby remaining contractual
maturities at the balance sheet dateln addition theGroup and the Bank manages the inherent liquidity risk based on expected
cash inflows.
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)
2.2 Financialrisk management policy (continued)

AOE +pf 0] &AU sderwativa fidaméial liabilityand expected cash inflowsinalysis as of 31 December 208:

AOE +ph 0] @&AU sderwativa fidaméial liabilityand expected cash inflowsnalysis & of 31 December 207 :
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)
2.2 Financial risk management policy (continued)

AOE 38a] &AU . mesivitide Brinacial liabilityand expected cash inflowsinalysis as of 31 December 208:

~NOE 3&a] &AU ¢ mlegivitide @rfadcial liabilityand expected cash inflowsnalysis as of 31 December 207:
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2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)

2.2 Financial riskmanagement policy (continued)

Undiscounted derivative instruments analysis for the Group and the Bank as of 31 December@01

Undiscounted derivative instruments analysis for the Group and the Bank as of 31 December7201
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2. FINANCIAL RISKIANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)
2.2 Financial risk management policy (continued)

In the tables above nesettled derivatives are included in the analysis only if they have a negative fair value at the balance sheet
date (if they are liablities at that date). However all grossettled derivatives are included in the analysis whether their fair value
is negative or positive at balance sheet date. Pay leg of such derivatives is presented as outflow and receive leg as inflow.

Capital Adequacy
Capital adequacy is assessed by capital adequacy rati@gapital base compared to risk exposure amount.
General Regulations for the Internal Capital Adequacy Assessment Process (ICAAP) came into effect as from 1 January 2007. In
accordance to these regd3 Ufé L %3éa ] Of AA UAEe UN 38& pU a L éin fed OE AéE 3 E
select risk assessment models, estimate it, choose tools for risks management, and to set a goal for limits. AccordingBartke
set a goal toensurE  3é4aa 36A BARBE 36A *Ue3e,U3%8 +pfi Ga 30U 34 mbEpoidthighes thhi 2 A E
individual capital adequacy ratio set for AB SEB bankas including other requirements applied for the Bank by relevant trsstgu

~AOE 3é&ada e@rbup)apital adequacy ratiosat the end of 2018 and 201 7 were as follows:

31 December 2018 31 December 2017
The Bank 18.70% 19.95%

The Group 18.73% 19.98%

For further information see Note30.

Large exposure requirements

Large exposureisa3éd] fip + Xpdsire to a client or group of connected clients where its value is equal to or exceeds 10

per cent of its eligible capitalA Bank or Group shall not incur an exposure, after taking into account the effect of the credit risk

mitigation, to a client or group of connected clients the value of which exdse5 per cent of its eligible capitalWhen the client is

an institution (bank or investment company) or when a group of connected clients includes one or several institutions, gha¢ v
0348 éA %E 3%A E >z GEp ¢Eé AN OH, & EURI150Uunildh (takéng Ot eEokintgvhich of the values is

larger). The amount of loans granted by the bank to its parent undertaking, other subsidiaries of this parent undertakingtis

aueUu EA UN OE ORAE NUeé3é; U3a ddafedbpsis isidaiet olt fobowiidg the Geitdl Requirements Directive

and Regulation (CRDIV/CRR) or analogous standards effective in a third country.

The Bank and Group met these requirements at the end of the reporting period as well as during reygopgriod.

Stress Testing

Stress tests and scenario analysis are widely used to identify higbk areas and relationships including concentration risks, its risk
drivers and to evaluate the combined effect of shocks in the market. Stress tests provide an indication of the potesitiaof losses
that could arise in extreme conditions. The stress tests carried out by Credits and Risk division and includes the risk $&etss
testing, where stress movements are applied to each risk category: market, credit, liquidity and operatlaisk. The ultimate goal
of the analysis is to estimate net effect of the stress scenarios to the capital of the Bank and the Group and preparetiba pan
ensuring that the business operations shall be secured in case the worst case scenario acEbescomprehensive scenario based
stress testing covering all appropriate risk types is conducted at least annually and reported torttenagement board and\sset
and Liability Committee (ALCO)The stress testing of the Group is part of Internal Capitalsessment Process (ICAAP).

Internal Control

Management of the Bank and heads of subsidiaries has a responsibility to ensure that the appropriate organisation, procedures
and supporing systems are implemented to ensure sufficient system of internal conisoThe following main elements of internal

controls are implemented: data entered in the primary systems is reconciled with the data in the accounting ledgers; clear
organisational structure and segregation of duties; daily bookkeeping and reporting, bihea actual market data; , limits and limit
follow-up; EAEEEE AN Ué Epé38 ofie pAd Ueée OE % UEE 38A % UBE aafip &U ] apr
the internal accounts helping to ensure a requirement of clear differentiatiohfanction; other controls measures,
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AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

2. FINANCIAL RISK MANAGEMENT AND FAIR VALUE DISCLOSURES (CONTINUED)
2.2 Financial risk management policy (continued)

Limits shall be one way to manage risks where applicable and possiBlsystem for limiting and following up the amount afiain

risks (credit, market, liquility and operational)to be taken is implementedThe Board of Directors of SEB sets the overall limits in
terms of risk in SEBSEB Group ALCO sets the overall limitsi® SEBbankas at the proposal of ALCO &B SEBbankas. A decision

on the limit mandate must be formalised in a written form. A threkevel control system is functioning at the bank: relevant
business units are rgponsible for management of the risks occurring in their activities, the compliance and risk control units ensure
that instructions, rules and control mechanisms are effective, the internal audit unit inspects integrity and efficienchefentire
systemof the bank.
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3. NETINTEREST INCOME

4. NET FEE AND COMMISSION INCOME
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5. NET FINANCIAL INCOME

In 2017 AB SEB bankas refinanced the creditid ] ¢ & U E graviouBlWhadexposure withSkandinaviska Enskilda BankehB

(publ.) and releasedthe client from the swap agreement at the agreed settlement value of O (zero) euro. Mirroring swaps with
SkandinaviskaEnskildaBankenAB (publ.) were alsacancelled at the same settlement value of 0 (zero) thus resultingzero effect

in the income statementdU&éE bUE & AN i OEp AEpU 3 U E AL OUAE 0A U U E 38A 8EO3 U E
11,123 thousand.

6. DIVIDENDS

"OE 3%&E %EA&f OpE Eé AU UAE&A pE(EU EA % OE 32¢4d Npne U ] % UAUSpUE M

7. PERSONNEL EXPENSES

o
pra)
B
(773

The following numbers ofull- UEE OGEp ié6eE& EpE Eé0a&n EA % OE +pf 0] ¢ fBadéLOET: 3

Several employees of the Bank are also employed by subsidiary compand vice versa
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8. OTHEREXPENSES

In 2016 the Bank has made a provision amounting BJR 3242 thousand forthe onerous contract reported under the linRent
and maintenance of premisd3uring the year 2017 the Bank has continuously reviewed the provision amount and reversed EUR
3,201 thousand. Reversal of provision is related to the fadhat part of rent agreements terminate, part of premises started to be
used again by the Bank, part of premises will be returned to the landlords. Reversal of the provision is reported undeathe s
line in the table above.

Rent and maintenance of prerses expenses are reduced by the amounts of income from seht.

During the year 2018 and 2017 the Bank and the Group has acquiretbllowing services from i] 3 AU fAp ¢
PricewaterhouseCoopers
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9. NET EXPECTED CREDIT LOSSES

Net ECL level is calculateds Net credit impairments in relation to the opening balance of the year of loans to the public and loans
to credit institutions measured at amortised cost, financial guarantees and loan commitments, net of ECL allowances.

10. INCOME TAXEXPENSE

bued OE Es3p >"8; OE 3&a] 3A 3é.E apAaNU 3 03 éEé zBURB8B75thousahd)Of 36A S>73
~"OE 3 fne OE +pi 0] eA OE 3ea] apaNU
rate as follows

%“ENRGPE * AUNNEp Nphne OEtaOERpPE

Standard ncome tax rate in Lithuanids 15 percent. In 2018 and 2017 effective tax rate does not differ significantly from the
nominal tax rate.
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10. INCOME TAX EXPENSE (CONTINUED)

Deferred tax asset

Deferred tax liability

As of 31 December 20B and 2017 deferred income tax was calculated using)5 percentincome taxrate.

As of 31 December 2017 the deferred tax asset related to tax losses recognised by the Bank is EUR 7,651 thousand of whieh non

is related to taxable losses from transactionwith securities and derivatives. As of 31 December 2018 the Bank does not have
unused tax losses.

In the Managementopinion the Bank will utilizedeferred tax asset within 12 month period from the date of these financial
statements. As of 31 December 201 EUR7,651 thousandof deferred tax assetwere planned to utilisewithin 12 month period
respectively EUR3,345 thousandafter more than 12 months from the date ofinancial statements
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10. INCOME TAX EXPENSE (CONTINUED)

The amount of unused tax lossezarried forward for the Groupand the Banks as follows:

As of 31 December 207 income tax effect relating to components of other comprehensive income was as follows:

Income tax relating to components of other comprehensive income came franailable-for-sale financial instruments. After
transition to IFRS 9 the Group and the Bank changes classification of those financial instruments to measured at fair kedugh
profit or loss mandatorily, respective income tax effect was transferred tetained earnings (Note 1.27.1).

11. CASH ANBALANCES WITH THEENTRAIBANK

| pfi Eéa éeUe&Ué & pE Ep E pEy U p Eceitéhe gaime iidy theByedr 2007 pof balance of current accounts,
deposits with agreed maturity or period of notice up to 2 years, debt securities issued with maturity up to 2 yeaadculated using

As 3 Nprée OE &3 A3 AN O0pE Ud éne Ol ! a pEeé &E¢ fedliigimdnts EmBlitpis § DépercedtEA pE
while deposit facility rate for the rest of amount on ECB account@s4 percent.

12. LOANSAND ADVANCESO CREDIT INSTITUTIONS

Amounts due from credit institutions at 31 December 2018 have been due from counterpartiggh the rating not lower than
BBB based on rating agency Standard & fifip] p3 UeO E &8 milidhitat areldue from the counterparties which are

not rated (16 million of them are due from other SEB Group companieEhere were no due amountsifié ¢fi & Epasp ] O3
under non-investment grade.

Amounts due from credit institutionsat 31 December 2017 have been due from counterparties with the rating not lower than

BBB based on rating agency Standard &®fip] p3 U&O E ¢ EmillidwfHat heeldue from the counterpartiesvhich are
not rated. There were no due amountflpfié ¢f & Epa3p ] O3 -rpvéEstmer Grpdé i é
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12. LOANS AND ADVANCES TO CREDIT INSTITUTIONS (CONTINUED)

The balances above do not include any past dueimipaired items.

13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS

As at 31 December 2018 the balance of loans to customers to be recovered after more than twelve month after the reporting
period are BJR 4,514,588 thousand(as at 31 December 2017- EUR 3,880,106 tiousand)

Loans to publiand credit institutionsbalance include also finance lease receivables.

Finance lease receivables as of 31 December 2018 and 2017 consisted of the following:
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13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)

The table below shows gross carrying amounts for exposures on balance measured at amortised cost and nominal amounts for
exposures offbalance divided by stage as a mean to put ECL allowances in context to total exposure.
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13. LOANS TO PUBLIC ANDREDIT INSTITUTIONS (CONTINUED)
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13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)

The table below shows gross carrying amounts for exposures on balance and nominal amounts for exposuresieffice divided
by stage and risk classification categg. The Group and the Bank did not had exposures on purchased or originated cregtitired
financial assetsThe risk classification categories are further explained in Note 2.2.
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13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)
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13. LOANSTO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)

The Groupand the Bankemploys a range of policies and practices to mitigate credit risk. The most common of these is accepting
collateral for funds advanced. The Grougnd the Bankhas internal policies on th acceptability of specific classes of collateral or
credit risk mitigation.

Valuation of the collateralis apart of the loan origination processCollateral values arereviewed periodically. The principal
collateral types for loans are:

- Real estate objets;

- Other tangible assets, inventories, accounts receivables;
- Cash;

- Debt securities, financial instruments;

- Financial guarantees.

Tangible ollaterals have to be insured.

Some credits are issued without obtaining collateral. The Groapd the Bankapplies strict requirements for ursecured loans
quality.

The principal collateral types for loans and receivables as of 31 December 2018 and their financial effect are presentedvizelo

The table below shows+ p A 0] 3&A geasé ¢arrying amounts and EGllowances for creditimpaired loans divided by stage
3 and the fair value of collaterals for these assets.
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13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)
N3Y,8E YAEAR OA  +pA 0] 3eA 3éa] én EeEé AN 34 afegdsutesiand off balarfddidxpdsures3 83é ¢ E
During the year 2018 there were no significant changes in gross carrying amounfsloans to public which contributed

significantly to changes in the loss allowance. Changes in the loss allowance were mainly affegteédéochanges of expert credit
judgement adjustments for creddimpaired loans and writeoffs in amount of EUR 4,187 thousand.

(Continued)
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13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)

(Concluded)

As permitted by transitional provision®f IFRS 9, the Group and the Bank has elected not to restate comparatives in respect of the
classification and measurement of financial instruments. Any adjustments to the carrying amounts of financial assets aridiksb
at the date of transition are ecognized in the opening retained earnings and other reserves as at 1 January 2018.

Disclosures for loans to customers for the year ended 31 December 2017 are presented below. As in year 2018 the Group and
the Bank has made reclassifications in statemerttfinancial position andrepE Eé EA U ] Y 3 EéEé AN NU&3& U3¢
provided inNote 37), amounts for the year 2017 were adjusted to reflect the impact of reclassifications done.

Short summary of reclassifications done is presented belowllfset of reclassification is proied in Note 37.
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13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)

The table below presents loans to credit institutions split by counterparty country.

Vast majority of loans to credit institutions are not secured by any collateral.
As of 31 December 2017 EUR 40 thousand were past due from 1 to 7 days.
As at 31 December 2017 whole balance of loans to credit institutions to be recovered within 12 montfigiathe reporting period.

The table below presents an analysis of loans to credit institutions by rating agency designation at 31 December 2017 based o
Y 36A3pA £ RAAp] p2 UeO fAp OEUp Ey U 34Eé M
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13. LOANS TO PUBLIC AND CREDIT INSTITUT(COSITINUED)

The principal collateral types for loans and receivables of 31 December 2017and their financial effect are presented below.

AN 3 E.Eé%Ep >"8 4&nsé U O N&ars UeO Ué EpE p3 E @3AE ¢l caridfinkrog [Ease AN O
contracts with floating interest rate reached 84.09 percent of leasing portfolio.
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13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)

As of 31 Decembers"8 OE +pfi 0] 2&A 3épguplichii éstonier category were as follos:

(continued on next page)
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13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)

(concluded)
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13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)

The credit quality of the portfolio of loans to cismers and finance lease receivablesere neither past due nor impaired can be
assessed by reference to the internal rating system adopted by the Group.

Q

The analysisi N OE 3&a] &fisé @A ¢ fasBhB1 Becesrber 2817s as follows:
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13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)
AOE 3638 U AN OE 3838] NU@38.E 8E3 E PE¢EU 3%AE % ¢83 E 3 AN w8 E¢cEé¥%

Non retail and retail clients rating methodology applied until 31 December 2017 is described in Note3,2Financial Risk
Management Policy, Credit Risk Classification.

There are the following homogeneous groups used by the Group: mortgage loans, consumer,learadl corporate loans and credit
cards. Loans to private individuals (consumer and mortgage backed loans) and small corporate are assessed using scoring
methods at the moment loan is granted. Afterwards they are monitored according to their overdue staftiherefore, for credit

risk management purposes, loans to private individuals neither past due nor impaired are viewed as standard loans.

As of 31 December 2017 loans to customers past due but not impaired and fair value of collateral were as follows:

The major part of loans past due up to 7 days are past due because of technical reasons and do not indicate difficultig§ilto f
financial obligations to the Bank. Loans, that as at 31 December 2017 were past due up to 7 days and instalments wereynéid)
January 2018, amount to EUR 202,256 thousand of which: public sectrEUR 246 thousand, property management EUR
100,265 thousand, other corporate zEUR 77,705 thousand, mortgage loangEUR 21,435 thousand, other private individualz
EUR 2,605thousand.

As of 31 December 2017 finance lease receivable past due but not impaired and fair value of collateral were as follows:

Page93 of 126



AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

13. LOANS TO PUBLIC AND CREDIT INSTITUTIONS (CONTINUED)

As of 31 December 2017 impaired loans to customers and falue of collateral were as follows:

The Bank considers a loan in a homogeneous group to which impairment has been allocated on a collective basis as not being
impaired for the purposes of IFRS 7 disclosures until the loss can be specifically identifigtl the loan.

Impaired finance leases receivable amounts and fair value of collateral as of 31 December 2017:

As at 31 December 2017 the balance of Finance lease receivables to be recovered after more than twelve month after the
reporting period are EJR 392,783 thousand

14. DEBT SECURITIES

As at 31 December 2018 and 2017majority of OE +pf 0] 3&éA OE 3éa] NUé&sé;U38 3 HBhrou§kpdfbes EA
or lossrepresent investments in Lithuanian and Latvian Government securities.

Tablebelow shows movement of financial statements at fair value through profit or loss Mandatorily:

As of 31 December 2017Government securities in amount of EUR 15,902 thousand in the Group (EUR 15,726 in the Bank) were
classified as available for sale finacial assets designated for fair value hedge. Movement of available for sale government
securities and financial assets designated at fair value at initial recognition for the year 2017 is presented below:
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14. DEBT SECURITIES (CONTINUED)

Government seurities previously classified as available for sale have matured in 2018.

The revaluation result on financial assets at fair value through profit or las@ccounted in income statement undeXet financial
income

Maturity date of OE 3é8®8JA OE + [fifaniipl assetsat fair value through profit or losswvhich book value as at 3 of
Decenber 2018 is EUR275,093 thousandis more than twelve month after the reporting perio(EUR 296,453 thousand at 31 of
December 2017).

The table below presents an analysis of2 & & Jrading debt securitiesand financial assetst fair value through profit or lossby

rating agency designation at 31 Desmber 2018 and 2017 L %3 EA fié Y 3&A3pA  RAfip] p3 UeO dp OEUp E

15. DERIVATIVE

The Bankand Group utilises the following derivative instruments for both hedging and ndredging purposes. Hedging
relationships were properly documented and matured in 2018.

As at 31 December 2018 receivable for derivativesamounting b EUR7,300 thousand are due from the counterparties with
internal risk classes that fall under the range from 4 till 13. Receivalite derivatives amounting to EUR7,441 thousand are due
from the Parent company with internal risk class 2.

As at 31 December 2@7 receivable for derivatives amounting to EUR/,078 thousand are due from the counterparties with
internal risk classes that fall under the range from 4 till31 Receivable foderivatives amounting to EUR0,440 thousand are due
from the Parent company \th internal risk class 2.

As at 31 December 2018derivative amounts to be recovered after more than twelve month after the reporting period are EUR
59,696 thousard (EUR 41,037thousand d 31 of December 2017).

As at 31 December 2018derivative amounts to be settled after more than twelve month after the reporting period aEUR
57,948 thousand(EUR 38,323 thousand at 31 of December 201)7
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15. DERIVATIVES (CONTINUED)

3ga] 3eA +pdrivalive financial instruments:
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16. EQUITY INSRUMENTS

The table below shows breakdown of equity instruments as of 31 December 2018 and 2017.

R36E E%UTf iEnoErpt@dV/ASA Incrating is A+¥%23 EA fié Y 38A3pA + Ruboidifforatioréabout VISA Inc.
shares is provided in the Note 1.29 Critical Judgements in Applying Accounting PoliciesNoté 2.1 Fair values.

Thechangesin investment securities forthe year2018 and 2017 were as follows:

Equity instruments aremandatorily measured at fair value through profit or loss in line with IFRS 9 starting 1 January 2018. The
accumulated OCI for equity instruments was EUR 1,097 thousand in the Group (EUR 1,096 thousand in the Bank) as of 31
December2017 and has been recogised in retained earnings as of 1 January 2018.

17. INVESTMENTS IN SUBSIDIARIES

c byY! Ue& E Ui Ua aA é*~U N && i 6EA % UAU3p AN OE 3eéaL EEOOEA Ué&
services.
As at 31 July2017 the Bank assole O3pEORAAEP AN ¢ byY! IE& pE 30U 38~ fAfa AE¢U Uré A U,
decision the recoverable amount of investment in subsidiary was assessed amal/jgion in the amount of EUR 40housand

3 NApeéEA SpEOAp EA Gulh&dss IGs&esdidra Bvestment securitied. Remaining funds of the subsidiary in the
amount of EUR 6,796 thousand were transferred to the BankDecember 2017 .Difference between funds transferred and
carrying amount of n'vestment amounting to EUR 4thousard was accounted as loss on liquidation of subsidiary and reported

eAEDp O Baibleds lbsses from investment securitied AN o008 E Eé¥%Ep >"8 ¢ bY! |Eé& pE 30U 347
process of liquidation liquidation was finalized in 2018

Page97 of 126



AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

18. INTANGIBLEASSETS

As of 31 December 20B and 2017 intangible assets of the Group and the Bank consisted of the following:

The new core banking platform was introduced in 2010 at cost BUR 63,612thousand. Estimated amortisation period for the

asset was 8 yearsAnnualimpairment assessmenteld at the end of 2012 indicated that part of core banking system is unused

due totheoll U&U 3 UhRéYpEG&3cEEEE AN fAéE AN U] a3p | "OEPENAPE AE¢U Ude O3 3
banking system amounting to net book value 8JUR16,954 thousand Amortisation period has not been revise@his Eé]

net book value aB1 December 2018 was EUR35 thousand EUR2,385 thousand at 31 December 207T).
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19. PROPERT,YPLANTAND EQUIPMENT

As of 31 December 20B and 2017 property and equipmentof the Groupconsisted of the following:

Page99 of 126



AB SEB bankas

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018
(Al amountsin EURhousand unless otherwise stated

19. PROPERTY, PLANT AND EQUIPMESIONTINUED)

As of 31 December 20B and 2017 property and equipment of the Bank consisted of the following:
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20. INVESTMENT PROPERTY

As of 31 December 20B and 2017 investment property of the Group and the Bank consisted of the following:

The fair value of investment property was established in compliance with the procedures adopted within the SEB group. The
valuation of real estate was carried out byAB SEBbankas authorised employees, based on discounted cash flow model created

by Corporate Customers and Industry Analysis Department (ICA)dsapproved within SEB. The fair value of investment property
does not differ materially from its book value as at 31 December 28%nd 31 December 207 .

The major amount oinvestment property are foreclosedleasedassets (land and buildings) taken over from the clienthe Bank
is aiming to realise foreclosed assets.
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21. OTHERFINANCIAL ASSETS

There are nosignificant overdueor impairedamounts.

The carryingvalues of Other financial assets approximates their fair value

22. OTHER NONFINANCIAL ASSETS

As at 31 December 2018 the balance of other financial assets (note 21) aather nonfinancial assets to be recovered after more
than twelve month after the reporting period are EUR 4,271 thousand (EUR 5,387 thousand at 31 of December 2017).

23. DEPOSITS FROM CENTRAL BANKS AND CREDIT INSTITUTIONS

24. DEPOSITAND BORROWINGSROM THIPUBLIC
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24. DEPOSITS AND BORROWINGS FROM THE PUBLIC (CONTINUED)

According to current requirement of Deposit Insurance Fund all banks in Lithuania have to make annual deposit insurance fund
payments. Starting from July 2015 payments calculation iSormula based percentage of deposits nominated in all the currencies
but not exceeding EUR 100 thousand equivalent.

25. PROVISIONS

As of 31 December 2018 and 2017 provisions consisted of the following:

Provisions for off balance sheet items have been made respect of ECLarising from contingent liabilities and contractual
commitments, including guarantees and credit commitments.

In 2018 the Group and the Bank changed classification of provisions for long term employee benefits. Previously provisions fo
long-term employee tenefits were classified within @her nonfinancial liabilities (Note 27). Comparative figures for the year
2017 and 2016 were adjusted to reflect the change in classificatiofNote 37).

As at 31 December 2018 the balance of provisiorte be settled after more than twelve months after the reporting period is EUR
9,987 thousand (EUR 10,225 thousand as at 31 December 2017).

Movement of provisions for ofbalance sheet liabilities for the year 2018 is presented in Note 13.

Table below showsmovement of provisions for offbalance sheet liabilities for the year 2017:

26. OTHER FINANCIAL LIABILITIES
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26. OTHER FINANCIAL LIABILITIES (CONTINUED)

Balanceof Other financial liabilitiesat the year end of 2017was unusually highdue to delay in payment to merchants in cards
business The amount has been cleared during the next working day.

27. OTHER NONFINANCIAL LIABILITIES

As at 31 December 2018the balance of otherfinancial liabilities (note 26)and othernon finarcial liabilitiesto be settled after
more than twelve montts after the reporting period are EUR 1,99Thousand(EUR 13,329thousand as at 31 Decemhbe2017).

28. SHAREHOLDERBQUITY

As of 31 December 2@.8 and 2017 the share capital of the Bank consistedf 15,441,423 ordinary shares with par valueEUR
19.4 each. All issued shares are fully paid00 percent of shares of the Bank is owned by company Skandinaviska Enskilda Banken
AB (publ), registered in the Kingdom of Sweden.

Reservecapital, which as of 31 Decembe2018 amounted toEUR637 thousand(2017: EUR637 thousand) for the Bank and
EUR637 thousand(2017: EUR637 thousand)for the Group in accordance with the legislation for banks operating in Lithuania
can only be offsetwith the future losses or used for the increase of share capital.

As of 31 December2018 legal reserve wasEUR 171,622 thousand (2017: EUR 156,400 thousand for the Bank and
EUR171,908 thousand (2017: EUR156,686 thousand) for the Group, in accordance with the legislation for banks operating in
Lithuania can only be offset with the future losses.

Until 31 December 2017 Financial assets revaluation reserveepresented available for saleequity securities revaluation gain

(loss). After implementation of IFRS 9 at 1 January 2018 all equity instruments are measured at fair value through profit or loss.

The effect with regard to classification and measurement is that a positive market valuation net of income tax of EUR 1,096
On 38A U pEén EA Npiié 3ea] 36A lcU §L ¢ On 38A Npfié +pi 0] *Ue3e;U3%4.8 E

The financid assets reservemovement in 2017 consists of the following:

As of 31 December 20B general and other reserves represent general reserve for possible loss@s amount of
EUR2,704 thousand(20 17: EUR2,704 thousand), that can only be offset with the current losseand share based compensain
reserve in amount ofEUR781 thousand (2017: EUR562 thousand), that will be paid in the share capital equivalent of
Skandinaviska Enskilda Banke&B (publ) GassA shares to employees participating in the share based premium program.

SEB Group has developed lofigrm equity based programmes as padf remuneration system to build longerm commitment to
SEB. The longerm equity based variable compensation at SEB shall be determined based on-tenm equity based variable
compensation programme principles developed by the SEB Group and has to beeabspecifically with the employee, towards
whom itis applied. The programmes, referred to above, are the Share Deferral Program (SDP) and Share Matching Program (SMP).
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28. Y/ U!/H< IUY] !Tcl”rs S HB*1Bc! T

The purpose of the programmes is to rewarsenior managers and key employees and to encourage all employees to become
shareholders in SEB, thereby aligning employee interests with those of shareholders.

The costs of Share Savings Programme incurred by the Group during the year8@&re EUR781 thousand (2017: EUR
562 thousand)accounted inCther expenses in the income statement

The above described shardased payments are treated as equitgettled because the Group has no obligation to settle the
transactions related to the Share Savings Pragmme.

As of 31 December201 8 and 2017 the singleshareholderis as follows:

29. ASSETS UNDER MANAGEMENT

All assets management services are performed by UNBEBU & E  Uajdyndas” For the year ende®1 December 2018the
managementfee for funds management amounted tBUR8,157 thousand(2017: EUR 7,166 thousand)and it is included in Net
fee and commission incomine in the income statement.
30. CAPITAL ADEQUACY
AOE +ph 0] pEO &3 fip 30U 38 3 @3&é30EA % U (Eé p3& +pA 0 "pE® p U AU UAEA
x Tier 1 capital: share capital (net of any book values of the treasury share®serve capital, retained earnings
x Tier 2 capital: qualifying subordinated loan capitafieneral and other reservesgualifying current year profit;

x  Deductible amounts: the book value of intangible assets; investments in credit and financial institutions above 10 percent
of their equity; and IRB provision shortfall

The riskweighted assets are measuredy using two methods z Standardized and Internal Ratings Based Approach (IRB).
According to Standardized method assets are divided into 16 asset classes, IRB Considering the methodsed asset class,
eligible collateral or guaranteesrisk classes scoring pools, country of the counterparty and other factors risk weight to every
exposure is assigned.
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30. CAPITAL ADEQUACY (CONTINUED)

The table below summarises the components of capiflequacy calculation and the ratios of th&roupand the Bankfor the
years ended 31 December 208:

The table below summarises the compents of capital adequacy calculation and theatios of the Groupand the Bankfor the
years ended 31 Decembe017:

As at 31 December 20B and 2017 the Bank and the Group were compliant with the capital adequacy requirements.
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31. NET FOREIGN CURRENCY POSITION

The following table presents the equivalent amount in thousandsE{Rof the net position of assets and liabilities denominated
in currencies other tharEURas of 31 Decembe201 8:

As of 31 December 207 :

As of 31 December 20B and 2017 the Group complied with the foreign currency open position requirements set forth by the
Bank of Lithuania.

Foreign exchange risk has also been measured by using Value at Risk model, se@Rote
32. INTEREST RATE RISK MANAGEMENT

AOE +pi 0] Ué depsHivityfirs cise of parallel shift by 1 p.p. in the yield curigepresented in the table below:

Value at Risk assessment results on total portfolios positions
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32. INTERST RATE RISK MANAGEMENT (CONTINUED)
VaR figures in table above includeoth banking and trading books.

"OE 3%A&E %E&n apn UAE OE +mialidis dd éf B[DEceniber 20183 0

"OE 3%&E %EAan apn UAE OE +pfi 0] Ué& EpPE p32BLD30 3634 U
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32. INTERST RATE RISK MANAGEMERDNTINUED)

"OE 33%A&E %E&n apn UAE OE 38a] Ué EpE p3 BIB30 3638 U 3 AN s E EE&%ED

AOE SWAE WEAR apfi UAE OEF s8a] Ué EpE p® #0KU%0 3638 U ° AN e E¢EE%ED
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33. RELATED PARTIES

A number of banking transactions are enteredto with related parties in the normal course of businesshd transactions withthe
parent bank include loans, deposits and debt instrument transaction3ransactions withn Skandinaviska Enskilda Banken AB
(publ) group (excludingthe parent bank)during the year can be specified as follows:

Transactions with parent bank during the year can be specified as follows:

As of 31 December 2018 the bankissued finacial guaranteesin amount of EUR 13,228thousand (31 December 2017 z
12,811 thousand) to SEB Group compani&s guarantee the loan repayment on belieof several clients
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33. RELATED PARTIES (CONTINUED)

Transactions between the Bank and its subsidiaries during the year can be specified as follows:

The loans issued tdirectors and other key management personnel (and close family members) are repayable on a regular basis
over the period of loan. Transactions with key management (the Board members) during the year can be specified as follows:

34. CONTINGENCIES ANDOMMITMENTS

Legal proceedings

There were several proceedings outstanding against the Group and the Bank at 31 Decembei829¥id 2017. No provision has
been made as professional advice indicates that it is unlikely that any significant loss will arise.
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34. CONTINGENCIES AND COMMITMENTS (CONTINUED)

Other commitments

The table below presents operating leaseommitmentsfor the years 2018 and 2017 when the Groupand the Banks lessee:

All non-cancellable commitments fall into the period within ten years.

The Group and the Bank has q@esented comparative information for the year 2017, as future minimum operating lease
commitments under norcancellable agreements in year 2018 aréisclosedwithout VAT andexpected indexation impact.

The futureoperating leasepaymentsreceivable (sub-lease) under noncancellable operating lease can be specified as follows:
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35. OFFSETTING FINANCIAL ASSETS AND FINANCIAL LIABILITIES

The following financial assets and liabilitiess at 31 December 20B are subject to offsetting, enforceable master netting arrangements and similar agreements:

The following financial assets antiabilities as at 31 December 20¥ are subject to offsetting, enforceable master netting arrangements and similar agreements:
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35. OFFSETTING FINANCIAL ASSETS AND FINANCIAL LIABILITIES (CONTINUED)

The tables aboveshow financial assets and liabilities that are psented net in the statement of financial positioor with potential

rights to off-set associated with enforceable master netting arrangements or similar arrangements, together with related
collateral. Financial assets and liabilities are sented net in the statement of financial positiowhen the Bank has legally
enforceable rights to setoff, in the ordinary cause of business and in the case of bankruptcy, and intends to settle on a net basis or
to realize the assets and settle the liabilities simultaneously.

Financial assets and liabilities subject to enforceable master netting arrangememntsimilar arrangements that are not presented
net in the statement offinancial position are arrangements that & usually enforceable in the case dfankruptcy or default but
not in the ordinary course of business or arrangementghere SEB does not have the intention to settle the instruments
simultaneously.

36. RECONSILIATION OF LIABILITIES ARISING FROM FINARCINGITIES

"OE 3%A&E %E&fn AE 3U& O380E Ué& OE 364 38A OE +pil 0] &U3%UAU WaadrigaU U&O Npn
cash changes:

Other changes comprise changes in accrued interest.

37. RECLASSIFICATION OF COMPARATNFORMATION

In 2018 financial statementsthe Group and the Bank he made certain reclassifications in Statement of financial position and
Income statement to improve comparability witlother SEB Grougntities. The management believes that these reclasiiations
provide reliable and more relevant information. The corresponding figures were adjusted to reflect the new classificationthad
Statement of financial position as at 31 December 2016 is presented for comparative purpodestails of reclassificdions made
are presented in the tables below.
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37. RECLASSIFICATION OF COMPARATIVE INFORMATION (CONTINUED)

(Continued)
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37. RECLASSIFICATION OF COMPARATIVE INFORMATION (CONTINUED)

(Concluded)
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37. RECLASSIFICATION GBMPARATIVE INFORMATION (CONTINUED)

Effect of changes in presentation of Income statement is presented below:
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37. RECLASSIFICATION OF COMPARATIVE INFORMATION (CONTINUED)

The Group and the Bank has corrected comparative information in the Cash fitatement for the year 2017. Overdraft in amount EUR 5,842 thous. due from Skandinaviska Enskilda Banken AB Vilnius

branch had to be classified as Current accounts with other banks for the cash flow statement purposes according to ther8&Bpslicies. The Group and the Bank has restated comparative information
for the year 2017 with effect on the Statement of cash flows as follows:
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,QGHSHQGHQW DXGLWRUYfYVY UHSRUW
To the shareholders of AB SEB bankas

Report on the audit of the separate and consolidated financial statements

Our opinion

In our opinion, the separateand consolidated financial statements give a true and fair view of the

separateand consolidated financial position of AB SEB bankas *WERaik and LWV VXEVLGLDULH\
*U R X &s at31 December2018, and of their separateand consolidated financial performance and

their separateand consolidated cash flows for the year then ended in accordance withinternational

Financial Reporting Standards as adopted by the European Union.

Our opinion is consistent with our additional report to the Audit Committee.

What we have audited

The separate financial statements of the Bank and consolidated financial statements of the Group
comprise:

the Bank and Group statement of financial position as at 31 December2018;

the Bank and Group income statement and statement of comprehensive income for the year then
ended,;

the Bank and Group statement of changes in equity for the year then ended;
the Bank and Group statement of cash flows for the year then ended; and

the notes to the separateand consolidated financial statements, which include significant
accounting policies and other explanatory information .

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described inthe $XGLWRUfYV UHVSRQVLELOL
audit of the financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Independence

We are independent of the Bank and the Group in accordance with the International Ethics Standards
%RDUG IRU $SFFRXQWDQWVY &RGH RI (WKLFV IRU 3URIHVVDOR@DO $FF
Republic of Lithuania on the Audit of Financial Statements that are relevant to our audit of the

separateand consolidated financial statements in the Republic of Lithuania. We have fulfilled our

other ethical responsibilities in accordance with the IESBA Code and the Law of the Republic of

Lithuania on the Audit of Financial Statements.

To the best of our knowledge and belief, we declare that noraudit services that we have provided to
the Bank and the Group are in accordance with the applicable law and regulations in the Republic of
Lithuania and that we have not provided non-audit services that are prohibited under Article 5(1) of
Regulation (EU) No 537/2014 considering the exemptions of Regulation (EU) No 537/2014 endorsed
in the Law of the Republic of Lithuania on the Audit of Financial Statements.

PricewaterhouseCoopers UAB, J. Jasinskio g. 16B, LT-03163 Vilnius, Lithuania
T: +370 (5) 239 2300, F:+370 (5) 239 2301, Email: vilnius@lIt.pwc.com , www.pwc.com/It

PricewaterhouseCoopers UAB, company code 111473315, is a private company registered with the Lithuanian Register of Legal Entities.



The non-audit services that we have provided to the Bank and the Group, in the period from 1 January
2018 to 31 December2018, are disclosed in note 8 to the financial statements.

Our audit approach

Overview

X Overall Bank and Group materiality: EUR 6,000 thousand.

Materiality

X We have audited the separate financial statements of the Bank.

X We alsoconducted audit work at one more reporting unit, located in
Lithuania.

X Our audit scope coveredsubstantially all ofthe *URXSTV UHYH
al RI WKH *URXSYYVY WRWDO DVVHWYV

Group
scoping

Key audit
matters

x Expected credit losses onloans

As part of designing our audit, we determined materiality and assessed the risks of material

misstatement in the separateand consolidated financial statements WRJIJHWKHU 3WKH ILQDQFLE
VW D W H PIH gaviicular, we considered where managementmade subjective judgements; for

example, in respect of significant accounting estimates that involved making assumptions and

considering future events that are inherently uncertain. As in all of our audits, we also addressed the

risk of management override of internal controls, including , among other matters, consideration of

whether there was evidence of bias that represented a risk of material misstatement due to fraud.

Materiality

The scope of our audit was influenced by our applicaion of materiality. An audit is designed to obtain
reasonable assurance whether the financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of the financial statements.

Based on our professional judgement, we determined certain quantitati ve thresholds for materiality,
including the overall Bank and Group materiality for the separateand consolidated financial
statements as a whole as set out in the table below. These, together with qualitative considerations,
helped us to determine the scqe of our audit and the nature, timing and extent of our audit
procedures and to evaluate the effect of misstatements,if any, both individually and in aggregate on
the financial statements as a whole.



Overall Bank and Group
m ateriality
Group.

EUR 6,000 thousand (2017 - EUR 5,400 thousand). The
same materiality was applied to both the Bank and the

How we determined it

5% 0f WKH % DQNTV DEfibaforR t46 TV

Rationale for the materiality
benchmark applied

We chose profit before tax as the base benchmark because, in
our view, it is the benchmark against which the performance

of the Bank and the Group is most commonly measured by
users, and it is a generally accepted benchmark.

We chosethe threshold of 5%, which is within the range of
acceptable quantitative materiality thresholds for this

benchmark.

We agreed with the Audit Committee that we would report to them misstatements identified during
our audit above EUR 600 thousand, as well as misstatementsbelow that amount that, in our view,

warranted reporting for qualitative reasons.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the

context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

Key audit matter

How our audit addressed the key audit
matter

Expected credit losses on loans

Refer to Notes 1.27.11.29,2.2, 9 and 13to the
financial statements on pages 44-54, 56, 62-
67, 77 and 80-94 respectively.

We focused on this area because management
KDV DGRSWHG ,)56 3)LQDQF
2018 and implemented expected credit loss
(ECL) model for loans impairment losses
Management makes complex and subjective
judgements over the estimation of the ECL.
The key features of the ECLmodel include
classification of loans to 3 stages,assessnent
of credit risk parameters and application of
forward looking information . The amount of
impairment provis ion for the % DQNTV DQ
*URXS TV idhasEd®@vthe model
calculations taking into consideration the
exposure at default, probability of default,
changes in customer credit rating, other

known risk factors i mpacting stage of each
exposure, and taking into account estimated
future cash flows from the loan repaymentsor

:H DVVHVVHG ZKHWKHU WKH %I
accounting policies in relation to the ECL of loans
to customers are in compliance with IFRS 9 by
assessing each significant model component:
exposure at default, probability of default and

loss given default, definitions of default and
significant increase in credit risk, use of
macroeconomic scenarios.

We assessed the design and operating
effectiveness of the controls over relevant loan
data and ECL calculations. These controls
included recurring controls over recording of
loans data in the system, thenon-retail loans
credit file periodic review , retail loans monthly
scoring/review and related risk class/rating
assessment,a timely review and update of
collateral values. We also tested newly introduced
ECL calculation controls over reconciliation of
the source data used in the calculation, approval
of macroeconomic scenario, reconciliation of




sale ofcollateral (loss given default), and ECL impairment balan ces andreview of stage
adjustments by expected impact of future allocation.

macroeconomic scenarios.For all loans in We determined that we could rely on these
Stage 1 and 2 andnsignificant loans in Stage  controls for the purpo se of our audit.

3 the expected credit losses are calculated
using the ECL model, while for significant
exposuresin Stage 3 anexpert credit
judgement is applied to determine if the ECL

Further, we performed detailed testing over
reliability of loan data, including contract dates,
risk classesfor non -retail exposures and risk
calculated in accordance with the model needs pool rates for retalllexposures, collqteral values

i and types, performing/non performing statu s and
to be adjusted. . . ) .

) other inputs used in ECL calculation engine as at

IFRS 9 adoption as at 1 January 2018 resulted January 2018 and 31December 2018.
in increase ofthe % DQNYV DQG *URX.
EUR 6,696 thousand and EUR 6,697 thousand
respectively due to re-measurements of loans.
Net charges forexpected credit losses forthe
year ended 31 December 2018 amounted EUR
698 thousand for the Bank and Group (refer to
note 9).

We also performed detail testing over data flows
to/ from source systemsand macroeconomic
factors to ECL calculator system.

In addition, our quantitative modelling experts
have performed detailed recalculations for a
sample of loans and model outputs in order for us
to obtain comfort that the ECL is calculated
correctly and that it is in line with our
expectations.

We have ako audited the ECL adjustments

related to expert credit judgement for a sample of
loans. We haveverified the rationale of these
adjustments and also verified the appropriate ness
of the values of collaterals usedin the assessment
of the adjustments.

Based on available evidence we foundhe
management assumptionsand the ECL
calculation methods to be reasonable.

How we tailored our Group audit scope

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an
opinion on the financial statements as a whole, taking into account the structure of the Group, the
accounting processes and controls, and the industry in which the Group operates.

The Group engagement team carried outaudit work on WKH % D Q N {V atén@eBtQard tbeO VW
selected balances and transactionsR1 W KH % D Q N § Whi¢hXviea¥ ds&ekdedby the Group
engagement team as material from the Group audit perspective. Our audit work addressed
approximately 100 RI WKH *URXSTV UI%HIGhE HVRXGEY WRWDO DVVHWYV

Reporting on other information including the consolidated annual report

Management is responsible for the other information. The other information comprises the

consolidated annual report, including the social responsibility report (but does not include the
ILQDQFLDO VWDWHPHQWY DQG RXwtichwe®htshedpfidt to tHeSdate oWthwW KHUHR Q
DXGLWRUYVY UHSRUW

Our opinion on the financial statements does not cover the other information , including the
consolidated annual report.



In connection with our audit of the financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.

With respect to the consolidated annual report, we considered whether the consolidated annual report
includes the disclosures required by the Law of the Republic of Lithuania on Consolidated Financial
Reporting by Groups of Undertakings, the Law of the Republic of Lithuania on Financial Reporting by
Undertakings implementing Article 19 of Directive 2013/34 /EU .

Based on the work undertaken in the course of our audit, in our opinion:

x the information given in the consolidated annual report for the financial year ended 31 December
2018, for which the financial statements are prepared, is consistent with the financial statements;
and

x the consolidated annual report has been prepared in accordance with theLaw of the Republic of
Lithuania on Consolidated Financial Reporting by Groups of Undertakings and the Law of the
Republic of Lithuania on Financial Reporting by Undertakings .

The Bank and the Group presented the social responsibility report as a part of the consolidated annual
report.

In addition, in light of the knowledge and understanding of the Bank and the Group and their

environment obtained in the course of the audit, we are required to report if we have identified

material misstatements in the consolidated annual report which we obtained prior to the date of this
DXGLWRUYfY UHSRUW :‘H KDYH QRWKLQJ WR UHSRUW LQ WKLV UHVSH

Responsibilities of management and those charged with governance for
the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards as adopted by the European Union , and
for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing theBank ahd the
* U R X 8Ality to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Bank and the Group or to cease opeations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing thé3ank {ahd the * U R X finfancial
reporting process.

$XGLWRUYV UHVSRQVLELOLWLHV IRU WKH DXGLW RI WKH

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole

DUH IUHH IURP PDWHULDO PLVVWDWHPHQW ZKHWKHU GXH WR IUDX
that includes our opinion. Reasonable assurance is a high level of assrance, but is not a guarantee

that an audit conducted in accordance with ISAs will always detect a material misstatement when it

exists. Misstatements can arise from fraud or error and are considered material if, individually or in



the aggregate, they coud reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

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

x ldentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of inter nal control.

x Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Bank f&hd the Group fternal control.

x Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

X &RQFOXGH RQ WKH DSSURSULDWHQHVY RI PDQDJH P HQitingy XVH RI
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Bank {ahd the * U R X &flity to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw attention
LQ RXU DXGLWRUTY UHSRUW WR WKH UHODWHG GLVFORVXUHV LQ
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained
upto WKH GDWH RI RXU DXGLWRUYV UHSRUW +RZHYHU BxXWoXUH HYI
the Group to cease to continue as a going concern.

x Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

x Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business actvities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the Group audit.
We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged wih governance with a statement that we have complied with relevant
ethical requirements regarding independence, and have communicated with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicale,
related safeguards.

From the matters communicated with those charged with governance, we determine those matters

that were of most significance in the audit of the financial statements of the current period and are

therefore the key audit matters. We GHVFULEH WKHVH PDWWHUV LQ RXU DXGLWRU
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we

determine that a matter should not be communicated in our report because the adverse consequeces

of doing so would reasonably be expected to outweigh the public interest benefits of such

communication.






