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Sweden's leading digital platform
for savings and investments

Avanza was founded in 1999 to offer online stock trading for individual investors at low
prices. Low fees, a broad range of savings products, and education and support for invest-
ment decisions have since then been the basis of Avanza’s offer. We also offer competitive
occupational pension solutions and mortgage loans at the market’s lowest average rate.

As a customer at
Avanza, you will get

a better return on your
savings than anywhere
else
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Key figures for 2017

Sweden’s most satisfied savings customers

for 8 years

Source: Swedish Quality Index

Savings capital

SEK 273bn

(SEK 231bn)

Market capitalisation

SEK 10bn

(SEK 11bn)

Number of employees

390

(365)

Operating margin

45%

(51%)

Figures in parentheses refer to previous year.
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Number of customers

710,600

(570,600)

Share of the Swedish savings market

3.6%

(8.2%)

Income

SEK 985m

(SEK 919m)

Cost per savings capital

0.21%

(0.22%)

Return on equity

28%

(33%)




The year in brief

The year in brief by quarter

® Digital stock trading is launched on the major ® Avanza Auto is launched — a simple, cheap

European exchanges and the lowest brokerage
feeis reduced to 1 euro

The Stock Generator is launched — an invest-
ment tool to filter through the wide range of
stocks. Stock inspiration lists are updated

as well with tools and popular lists such

as “Most popular stocks in Europe” and
“Analysts’ favourites”

CEO Johan Prom announces his resignation

Avanza wins “Best customer service in the
financial services industry” for the third consec-
utive year

Digital European trading is expanded

Small businesses can now obtain an occupa-
tional pension digitally and all sales resources
are consolidated in Gothenburg and Stockholm

Avanza’s savings economist Claes Hemberg is
named Personal Finance Commentator of the
Year in the Financial Awards 2017

Awards for business journalism and the year’s
best moderator are won by employees of Plac-
era, Avanza’s subsidiary and one of Sweden'’s
largest financial websites

and automatic way to manage savings
Customers can now track the value of crypto-
currency investments in the account overview
The application process for margin lending

is digitised

Rikard Josefson takes over as CEO

Avanza's mortgage offer is expanded to a broa-
der customer group in partnership with Stabelo

Avanza wins the Swedish Quality Index’s award
for Sweden’s most satisfied savings customers
for the eighth consecutive year

Quarterly record is achieved in number of new
customers

Savings capital in Avanza Auto passes

SEK 1 billion

The target of a market share of the net inflow
to the Swedish savings market is raised from
at least 9 per cent to at least 10 per cent from
2018
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CEOQ's statement

CEO's statement

We will continue to harness Avanza’s innovative abilities and encourage thinking outside
the box, while at the same time working to deliver a better customer experience. This will
help us to grow in new product areas and in new, broader customer groups, and take us to

one million customers — at least!

Customer-focused culture

Being CEO of Avanzais amazing, even though my time so far has been
short. The culture and the energy | see here are incredible. At Avanza
we think about our customers andhow we canserve thembetter every
day. This means we are constantly developing.

2017 was distinguished by political uncertainty and questions about
what Brexit will mean, what is happening in the US and what signifi-
cance could North Korea get. There are many big questions facing the
world right now. As a result, we at Avanza have to keep our ear to the
ground and truly think about how we can best support our customers
in their decisions. At the same time, regulation in the financial sector
has reached record levels. New regulations mainly affect consumer
protection and financial stability, which we welcome. For as long as
Avanza has been in business, we have focused on how we can make
the savings market even better, while also maintaining low risk. The
new rules put consumers and citizens in the driver’s seat and will force
more companies to be customer friendly.

The year’s highlights and growth areas

Avanza has always had ambitious goals in terms of products and ser-
vices. We listen to and place high value on what our customers say.
Among our accomplishments during the year there were a few things
thatstoodout. The biggestthatcomesto mindis that our customers for
the eighth consecutive year voted Avanza as the bank with the highest
customer satisfaction in the savings area. This is very gratifying and a
sign that our customers truly appreciate what we are doing. Customer
satisfaction is our mostimportant target and together with innovation
is the key to growing our customer base and savings capital.

Our customers want simplicity, which is why in 2017 we introduced
afully digital application process for corporate customers, minors and
margin lending. We also expanded digital European trading, which
still accounts for a small share of our customers' total trading but is
important to more active traders. Small businesses can now get a new
occupational pension online, and we have made significant progressin
occupational pension transfers. In addition, we launched Avanza Auto
and added more customers than we could have dreamed. This shows
that our customers want support in making decisions, but they also
want to decide for themselves what to do with their savings. | believe
thatinanincreasingly complex world where we all have to take greater
responsibility for our financial future, itisimportant to develop tools like
Auto and to continue to inspire and educate.
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Inspiring and educating are what our sustainability work is largely
devoted to. We want at the same time make it easier for our customers
to make sustainable decisions, also from an ethical perspective. For
example, they can filter for sustainable funds among our wide range
of choices. Headinginto 2018 our aimis to take our sustainability work
further. We seeit as our mission to deliver the best services and tools to
our customers so that they can make sustainable investment decisions.

“We will continue to
develop simple decision-
making support, inspire
and educate”

In keeping with our aim to broaden operations and deliver an even
richer customer experience —and complement our popular mortgage
loan for private banking customers —we launched a broader mortgage
loan together with Stabelo. Despite only doing a soft launch so far to
around 2,000 customers, we have seenafantastic response fromover
25,000 people who have spontaneously expressed interest.

Even better customer experience and stronger
growth going forward

In pension savings, we have a strong offering today and see major
growth potential. That a pensioner should be able to decide over their
savings and where to invest it should be obvious. Yet it is still compli-
cated and time-consuming to transfer pension savings. This doesn't
make sense if Swedish savers are going to have to feel and take
responsibility for their own financial situation. Some improvements
are planned this summer to simplify transfers. This is a good start, but
more has to be done —especially when it comes to older pensions. Our
current pension savers have realised that they can save alot of money
with Avanza, but still only a small share of them have wanted to make
the effort to transfer their pension. Now the rules will make it easier,
and we will try to make it easier still.
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We also have good growth potential in private banking. We have an
offering that provides customers with excellent support and we have
seen that our modern approach works. Today's private banking cus-
tomers are cost-conscious and want, with the help of modern tools,
to make their own investment decisions. Here Avanza is a great alter-
native, as also evidenced by Prospera’s latest ranking, where Avanza
advancedtofifth place among well-respected traditional private bank-
ing firms.

“Strong innovation
culture creates growth
opportunities.”

The goal going forward is to broaden our offering so that even those
whoare notas active feel secure with their choices and with Avanza. At
the same time, we will continue to serve customers who love to trade
securities and who do so often. We have to continuously improve the
customer experience we deliver. Our goal is to serve as a tool to help
customers successfully manage their private finances.

Accomplishments and increased investments

in future growth

We have worked hard to adapt to new regulations and launch excit-
ing products. It has been an honour to welcome 140,000 new cus-
tomers to Avanza — an important step towards the target of 1 million
customers 2020. We have reached our goal of having Sweden’s most
satisfied savings customers and we are biting off a growing piece of
the savings pie and now command 11.8 per cent of the net inflow on
an annual basis. Such an accomplishment would not be possible with-
out engaged employees. This is despite major internal changes we
have made to better position us for the future. For example, we have
reintroduced an old business sector, Operations, and are forming new
product teams. The aim is to further increase efficiency and customer
benefits, but also the competence and enthusiasm in our teams. The
new teams clarify responsibilities within the various product areas and
will hopefully create even higher motivation among our employees.

Avanza 2017

CEOQ's statement

“Perhaps the banking
world's most modern IT
platform gives us great
flexibility and a competi-
tive cost position.”

Technologically, | would like to mention two projects that equip Avanza
for the future. We now have not only one of the banking world’'s most
modern websites, but also one of the most modern trading platforms.
We have replaced Avanza’s IT core. We also completed a system
update in the pension company to create even better growth oppor-
tunities. These upgrades make us more efficient, more flexible and
enable us to handle an unlimited number of customers. Moreover, we
strengthened our IT and product development teams to capitalise on
allthe exciting opportunities we see in digitisation, changing customer
behaviour and new regulations. Because of this, our costs rose at a
fasterrate during the year, even though the cost to savings capital ratio
dropped to 21 basis points. In 2018, we will again see a normal cost
increase of 8—10 per cent, and given continued strong growth the cost
to savings capital ratio should soon fall below 20 basis points.

In closing, | would like to thank all our employees for their wonderful
efforts during the year, and our customers and owners for the confi-
dence they have shownin us.

2017 wasin many ways arecord year, and now we willmake sure that
2018 s even better.

Stockholm, February 2018

{

“

Rikard Josefson, CEO




About Avanza

This is Avanza

We don't see the world as it is, but as it should be. Creating a better future for more people
through the right opportunities for savings and investments is what drives us.

A customer focus is the basis of our offering

Our business is built on a strong customer focus with a world-class
userexperience and customer service. Through continuousinnovation
in product development and a focus on what's best for the customer,
we build trust and generate growth. Our vision is to create a better
future for millions of people, where our contribution is cheaper, better
and simpler products. Our aim is to be the tool our customers use to
successfully manage their finances.

Product development and education to create
customer value

Through education and simplified decision-making support, we want
to awaken interest in savings and create understandig for savings and
investments. Education is provided through several channels, mainly
our website and tools, but also through our savings economists and
Avanza Play. We are convinced that with the right tools our customers
can make their own investment decisions, which is why we don't offer
individual advice.

Avanza challenges the established structures of large banks and
pension providers that do not favour savers. Our aim is to drive the
industry’s development and underline the effect that fees have on sav-
ings. We offer customers ways to save in Swedish and international
securities andin savings accounts, with no fixed fees and very low bro-
kerage fees. They are also offered mortgages at the market's lowest
average rate. Our promise is to give customers a better return on their
savings than any other bank or pension company.

We mainly target individual investors in Sweden, but have also
services for professional traders and corporate customers, such as
entrepreneurs, asset managers and those looking for an occupational
pension.

The Avanza Group

The Group consists of the listed Parent Company, Avanza Bank Hold-
ing AB (publ), and four wholly owned operating subsidiaries. Avanza
has its head office in Stockholm and a sales office for occupational
pensions and Private Banking in Gothenburg. Since January 2018
operations have been managed from two offices in Stockholm.

The main part of the operations is managed by the subsidiaries
AvanzaBank AB (publ) and Férsakringsaktiebolaget Avanza Pension.
Avanza Fonder AB offers, the commission-free fund Avanza Zero and
fund-in-funds, which include the six Auto funds from Avanza Auto.
Placera Media Stockholm AB, which is completely independent from
Avanza's other operations, publishes news and offers impartial guid-
ance through the online magazine Placera and the financial weekly
Borsveckan.

An investment in growth

From a shareholder perspective, we see Avanza as an investment in
growth. Aninvestmentin our ability to attract more customers by pro-
viding value and satisfying their needs. We are working to broaden our
offering and attract and help more people. We want to be even better
at supporting customers with their investment decisions. We also see
strong growth potential in occupational pensions, where Avanza has a
very competitive offer. Our long-term aimis that Avanza will be the tool
our customers use to successfully manage their finances. Our mort-
gage offerisalsoanimportant piece of the puzzle, at the same time that
it provides anew and stable income source. In the short term, Avanza’s
income is driven and affected by market conditions such as trading
activity, fund volumes and interest rates, as well as changes in deposit
and lending volumes.

“Our aim is to be the tool our customers use to
successfully manage their finances and thereby
create a better future for millions of people.”

Avanza 2017



Market conditions

Major opportunities for Avanza
in the Swedish savings market

Changing savings habits and the impact of savings not at least on life as a pensioner,
along with digitisation and regulatory changes, are creating good growth opportunities

for Avanza.

The Swedish savings market
The Swedish savings market is valued at SEK 7,800 billion* and has
grown by an annual average of 8 per cent over the last ten years.
Factors that could limit the net inflow to the Swedish savings market
include increased global uncertainty, falling property prices, rising
interest rates and amortisation requirements. As a result, individuals
may choose to pay off their mortgages rather than put more money in
the savings market. At the same time, we are seeing growing interest
in individual savings in Sweden, and historically the savings ratio has
steadily increased in the last 15 years, despite the financial crisis.
Pension and insurance savings, i.e. the life insurance market, is the
single largest savings segment, accounting for just less than half of
the market. Of this half, about two thirds is available to Avanza. Just
over a quarter of the savings market consists of direct investments in
funds and equities. An estimated 80 per cent of the Swedish popula-
tion saves in funds, either directly or indirectly through their pension
savings. About 13 per cent of the population invests directly in equi-
ties. The savings and insurance market is dominated by the four larg-
est banks and major insurance brokers such as Séderberg & Partners
and Max Matthiessen. Three large pension companies, Skandia, SEB
Trygglivand Folksam, fall into this category as well. In addition, there
are a number of smaller banks, of which Nordnet is Avanza’s primary
competitor.

Swedish savings market*

Shares, bonds and other
securities
13%

Individual pensions &
insurances
14%

11.2%

Mutual funds
15% 3.9%

Occupational pensions
insurances

Deposits/savings 35%

accounts

23%

The white circles refer to Avanza's share of each market.

Avanza’s position in the savings market
As of 30 September 2017, Avanza's share of the savings market was
3.6 per cent’, while its share of the total net inflow to the marketin the
period October 2016 — September 2017 was 11.8 per cent. Avan-
za's growth is dependent not only on the market’s growth, since many
customers transfer their capital from other banks to Avanza. Based
on Avanza'’s large base of 710,600 customers, its market share was
7 per cent of the Swedish population. In some geographical areas the
shareis as high as around 20 per cent. Avanza today has a high market
share among Swedes who own equities. Among fund owners, growth
potential is much greater. In the life insurance market, Avanza's share
of the premium inflow was 7.2* per cent. Occupational pension capital
at this point accounts for a small share of Avanza’s savings capital, 6
per cent,or SEK 16.1 billion at year end.

In equity trading, Avanza was in 2017 the largest Swedish player on
Nasdaq Stockholm including First North in terms of both number of
transactions and turnover.

Market shares in Swedish stock market 2017**

%
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* Statistics regarding the savings market (Savings barometer) are published with alag, the latest refers to 30-09-2017.

** Market shares on Nasdaq Stockholm and First North.
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Market conditions

The Swedish mortgage market

The Swedish mortgage market is valued at over SEK 3,800 billion*
andis dominated by the four major banks, Handelsbanken, Swedbank,
Nordeaand SEB, but with growing market shares for SBAB and Lans-
forsékringar Bank. The mortgage market is distinguished by strict
lending practices, where credit decisions are based on each borrow-
er's repayment capacity. Sweden has an efficient infrastructure in the
form of property registries of first and second homes as well as easy
access to credit information on borrowers. The Swedish market sees
little speculative investment. Just over 65 per cent of households own
their homes, of whom 89 per cent have a mortgage. Just over half of
the total mortgage volume in Sweden are loans with aloan to value ratio
below 60 per cent. Average gross mortgage margins have increased
in recent years. During the period October 2016 — September 2017
they amounted to 1.7 per centin average. In many cases a customer’s
interest rate on mortgage loans is affected by how much debt they
have, rather than being looked at in relation to their loan to value ratio
and risk. Another factor that possibly affects the interest expense is
whether the customer saves with the same bank.

Lendingisarranged mainly through specialmortgageinstitutions, but
also through banks. The mortgage fund model Avanza uses in its new
cooperation with Stabelois unique in Sweden.Mortgages are financed
throughamortgage fund, whereinstitutionalinvestors such as pension
companies invest. The model is well tested in other parts of Europe,
including the Netherlands and the UK. The Dutch mortgage marketis
very similar to Sweden's, but about twice as large. In the Netherlands,
thismodel has beeninuse forover 10 years, and there mortgage funds
now account for 11 per cent of the mortgage volume and over 20 per
cent of new lending.

Avanza’s position in the mortgage market

The mortgage market is a relatively new area for Avanza, where we
see great growth potential, although one should be aware that it takes
time to build a portfolio. Avanza has since 2013 offered mortgages
on a small scale to its Private Banking customers, who are required to
have SEK 3 million in savings with Avanza and a loan to value ratio not
exceeding 50 per cent.

Since the end of 2017, we, together with our partner offer Swe-
den’s lowest average rate on mortgages. Avanza's borrowers are not
required to purchase other services, and the same low interest rate
applies to everyone, and the loan to value ratio can not exceed 60 per
cent. The application process is digital.

Digitisation and changing customer preferences
create good growth opportunities for Avanza

The banking market is changing rapidly, not least due to intensified
digitisation and changing customer preferences. At the same time, the
fact that people are taking greater responsibility for their financial sit-
uation and are paying more attention to the effect of fees on savings,
especiallyinalow interestrate environment, hasincreased demand for
new savings products.

Digitisation’s impact on customer preferences and
competition

The Swedish banking market is highly digital. Demand for digital prod-
ucts and tools is increasing, and many people are managing more of
their banking and savings by desktop and mobile phone. Customers
are justafew clicks away, making availability, user experience and sim-
plicity that much more important.

Digitisation is increasing competition from smaller fintech companies,
although the market is still dominated by the four major banks. In all
likelihood we are stillin the first stage of the banking market'’s digitisa-
tion. We are seeing the full-service offerings of the major banks being
broken apart by niche players that focus on a single product or service
and can maintain lower costs and lower prices. Previous changes in
industries and business models due to the growth of the Internet have
caused companies to shift away from more comprehensive offers
where customers can combine products to a fragmentation, like we
are now seeing in the banking market. Similar to other industries, it
is likely that banking customers will also increasingly seek out the
best prices and services from different providers. Price leadership will
therefore become increasingly important.

Asthe number of niche players grows, customers need abetter over-
view, so that they can see and manage their financesin one place. Few
companies are there yet. Avanza has long been a distributor of various
savings products. The platform includes equity trading from various
marketplaces, access to nearly 1,300 funds, the Savings account+
in cooperation with several niche banks, and since the end of 2017 a
mortgage offer in cooperation with Stabelo.

New regulations benefit consumers and go hand
in hand with Avanza’s strategy and values

The financial sector is in a period of extensive regulatory changes
driven by the EU, opening new opportunities for Avanza. The new reg-
ulations also create challenges and increased complexity. This applies
both to Avanza and other financial companies.

Greater transparency accentuates the competitiveness
of Avanza’s offer

The MIFID Il regulation and the Insurance Distribution Directive (IDD)
introducedin January 2018 bothincrease the requirements placed on
consumer protectionandtransparency. Theirpurposeisalsotoprevent
conflicts of interest and ban advisory fees, to ensure that investment
advice is independent. The changes mean among other things higher
costs for financial advice for consumers. This willincrease both supply
and demand for products that help savers make their own investment
decisions. Greater transparency on the fees customers pay is likely
to make them question the cost even more at a time when they are
already becoming more price conscious and less willing to pay. The
record-low interest rates in recent years have put greater focus on the
importance of fees to long-term savings.

The new regulations are likely to benefit Avanza more than many
others, since they align with Avanza’s values and customer strategy.
The increased transparency and cost awareness will accentuate the
competitiveness of Avanza's offering, whichis based onlow prices with
no fixed fees. The rules banning advisory commissions do not affect
Avanza directly, since we do not offer advice. Moreover, Avanza Pen-
sion is one of the few pension companies that does not pay commis-
sions to insurance brokers. In Sweden, platforms are exempt from the
ban on commissions as long as the service provides added value to
the customer.

* Statistics regarding the mortgage market (Swedish Bankers' Association) are published with a lag, the latest refers to 30-06-2017.
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Good growth opportunities in pensions when transfer
rights are simplified

InSweden, there are stilllimits on transferring pension savings. Today's
transfer rights apply only to policies signed after 2007. Moreover,
transferable capital is managed by each company, which adds com-
plexity and means higher costs for the saver. Today the fee charged on
transfers averages 2 per cent of capital. The government has had an
ambition for several years to simplify the transfer market. An amend-
ment proposedin August 2017 would cover policies signed after June
2007 and give pension savers more opportunities to impact their sav-
ings while setting limits on the fees charged by insurers. A clarification
has been issued on which fees can be charged on transfers. At the
same time, there is a proposal to allow policyholders to combine their
different policies. As proposed, the amendments would take effect on
1 July 2018. It would also be desirable going forward if the adminis-
tration of transfers were further simplified, to limit the time a transfer
takes and toinclude older policies. Avanza is helping to make this hap-
pen. At the same time that transfer rights are being debated and cost
awareness is growing, it is becoming obvious that the public pension
and welfare systems are shrinking in size and that responsibility for
pension savings now rests to agreater degree with the individual. More
people are beginning to realise that their personal finances and quality
of life in retirement depend on the savings choices they make today.
Occupational pensions are now the most sought-after benefit for the
majority of Sweden'’s population.

In December, an agreement was reached across political blocs to
gradually raise the retirement age until 2026 in light of the popula-
tion’s increasing lifespan. The aim is to ensure sustainable pensions
for today's and future pensioners. Among other things, the minimum
retirement age is raised from today's 61 years to 64.

Improved pension transfer rights would positively affect Avanza's
growthprospects. Our currentbase of over 700,000 customers offers
great potential. The lower government pension and higher retirement
age,alsomeanthatthose whowanttoretire early willhave to save more
on their own. Increased transparency, coupled with Avanza’s pricing
strategy and simplified digital offers, is also important to growth.

Rules that protect customer privacy and give them the
right to their own data

The new Payment Services Directive (PSD2), which will be imple-
mented in 2018, regulates the relationship between banks that main-
tain payment accounts and so-called Third Party Players (TPPs),
which offer payment initiation services or account information ser-
vices. The directive places stricter requirements on customer protec-
tion and secure communication between parties, butalso forces finan-
cial firms to share account information with TPPs at the customer's
request, which previously had been unregulated. At the same time, an
updated version of the General Data Protection Regulation (GDPR)
will strengthen consumer protection, but most importantly will give
consumers more power over their personal data. Among other things,
the directive sets the rules for how this will be accomplished. PSD2
and GDPR will require banks and other companies to modify their IT
systems. Consumers will have new rights in the form of data portability,

Avanza 2017

Market conditions

allowing them to receive their personal data in machine readable for-
mat. This means that companies will have to pay even more attention
to serving customers, since it will be even easier to switch providers
of various services and products — and this applies to every industry.
PSD2 and GDPR are both very positive for consumers. They are
expected to increase competition from smaller digital providers and
facilitate new and innovative services, especially in the payments mar-
ket, while also leading to price pressure.

For Avanza,PSD2 and GDPR offer many opportunities, notleast due
to our strong focus on customer value, at the same time that we will
be able to improve our tools and range of services as we gain a better
overview of our customers' finances.

More regulatory changes

In its budget bill for 2018, the government proposed higher taxes on
investment savings accounts andendowmentinsurance. The proposal
took effecton 1 January 2018. Both forms of savings offer tax advan-
tages, even after the tax hike, and Avanza does not expect this to have
amajor impact on the inflow of savings capital.

The government’s previous proposal to introduce a tax on financial
services based on gross wages was withdrawn in 2017.1n 2018, there
willbe anincrease in the resolution fee, followed by a gradual reduction
until 2020.

Changing market conditions are being met with
new investments

Avanza’s focus in an increasingly competitive market is to maintain a
strategy of acheaper, better and simpler offer, at the same time that we
stay close to customers and provide aworld-class user experience. We
have a strong brand, many ambassadors and high customer satisfac-
tion, which together with our innovative strength, cost leadership and
ascalable business model are a good starting point.

Changing market conditions are expected to continue to squeeze
prices in the industry and benefit consumers, while also strengthen-
ing Avanza's position. Given a coming rate hike and expanded product
range that is less sensitive to market fluctuations, there are also good
opportunities for Avanza to increase its income. Staying competitive
and profitable, however, will require a lower cost to savings ratio and
innovative product development.

The aim is that our offer will attract broader target groups, experi-
enced and establishedinvestors as well as new savers, who need more
supportin their investment decisions. Availability will be strengthened
through improvements to our mobile services and decision-making
support. We also continue to develop our offer in more niche areas to
continue to meet the needs of more active traders.

Avanza's focus on pensions, coupled with our expanded mortgage
offer, is important to future growth. Outside collaborations will con-
tinue if they strengthen the services we can offer and are in line with
what our customers demand. Our long-term aim is that Avanza will be
the tool our customers use to successfully manage their finances.
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Stakeholder dialog

Our success is dependent on
listening to our stakeholders

The longevity of Avanza'’s business is closely tied to our ability to deliver what our
stakeholders demand and want. By continuously capturing their opinions, needs and
expectations, we can develop Avanza in the right direction.

Key areas are identified in dialog with our
stakeholders

Avanza's mostimportant stakeholders from a business standpoint are
customers, employees and owners. In addition, there are partners,
suppliers, the media, authorities and legislators. We maintain an open
dialog with our stakeholders, toidentify whatisimportant to them. The
areas that customers, employees and owners jointly prioritise include
transparency, accessibility and working effectively with security — but
mostimportantly our uncompromising customer focus. There are also
other areas which are more specific to each stakeholder group, see the
illustration on the next page.

Articulating these key areas based on the stakeholder dialog is done
by our CSR group, whichis made up ofindividuals from Group manage-
ment and various parts of the organisation. This is an important part
of our future work and encompasses the entire organisation, without
limitations.

Closely dialoguing with customers and listening
to what they want has given us Sweden’s most
satisfied savings customers

Doing what's best for customersis always our focus. Being attentive to
their needs and trying to meet them helps us to develop our offers and
gives us new perspective.

We maintain an open dialog with our customers, mainly by phone and
email, but also through social media, meetings and surveys.

Prior to new launches, we conduct user testing, where we invite tar-
get groups for interviews. We regularly send out surveys, both general
in nature and specific to products, services or functions. Each year we
have one or a couple of surveys more specifically focused on our offers
and product range, including an open question on what would make
Avanza perfect. The responses are important to our development.

Afterevery callto customer service, we also send out a digital survey
to make sure we have provided the best possible service. This allows
us to continuously measure customer satisfaction, receive feedback
and get back to customers when necessary.

Many of us receive feedback from customers, but we have one
employee who is dedicated to coordinating and presenting custom-
ers' viewpoints and suggestions to product owners and management.
Every tenth day improvements and updates are made to our site and
offers, largely based on responses from customers and changes in
user preferences.
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An open working environment and creative
dialog encourage employee engagement

Our employees are driven by our vision and to create change. At the
same time, they want to feel that they are developing professionally
and having fun. An open working environment is essential to capitalise
on ideas and foster engagement, which then increases our innovative
capacity.

We monitor how employees feel about the working environment
through an annual anonymous employee survey, where we identify
what's working and what’s not, and whether we are improving over
time. The survey includes an open question where employees are
encouraged to discuss what they feel needs to improve or change to
make them happier and more engaged. The results are followed up in
workshops within each department. To complement the survey, we
occasionally take a “temperature check” to get an indication of our
employees’ motivation and gut feeling when they go to and from work.

Besides the day-to-day communication, there are a number of ways
we strengthen this dialog and ensure that our employees can express
their views. We have monthly roundtable lunches where employees
from different departments meet with the CEO and other senior
executives to discuss suggestions and ideas, ask questions and voice
opinions. Our monthly meetings, where the whole company gathers,
include questions for Group Management and the CEO. Employees
can ask “uncomfortable” questions anonymously in advance.

In addition continuous conversations between employees and their
managers take place. These identify needs, opinions and wants, as
well as monitor and discuss each employee’s development and perfor-
mance. Well-defined goals strengthen motivation.

Transparency creates understanding and a
fairer picture of Avanza among owners
We regularly communicate with owners and potential investors
through face-to-face meetings, by email or telephone.In 2017, we held
100 meetings with national and international investors. We also dialog
regularly with the analysts that follow Avanza at Carnegie, DnB, SEB,
Handelsbanken and Nordea.

Owners' questions and our conversations with them mainly revolve
around the importance of customer satisfaction and product develop-
ment,whereinnovative capacity andskillsmanagementare considered
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key areas. Many of the comments we receive concern Avanza's sen-
sitivity to market fluctuations, and a desire for a broader income base
less impacted by market sentiment. Growth potential in the Swedish
savings market is also taken up, as are opportunities for efficiencies,
increased scalability and income generation. In 2017, thoughts about
Avanza's costs were addressed as well. In terms of risks, IT security
is the biggest concern, at the same time that many are attracted by
our low financial risks. We end most meetings with an open question
on their views of Avanza, which provides another opportunity to raise
important issues and viewpoints.

Stakeholder dialog

Our owners andinvestors want a high level of transparency and acces-
sibility so that they understand how the decisions that are made affect
the industry as a whole as well as our financial reporting. Through our
dialog and communication, and by listening to opinions, we try to build
trust among owners and analysts by presenting the company as fairly
as possible. Reporting and disclosures describe our progress in meet-
ing targets and priorities, while facilitating thorough analysis and sound
investment decisions.

Summary of what our stakeholders prioritise and what the dialog revolve around

Important for all stakeholders

Uncompromising customer focus, availability, security,
transparency and innovation

Specific among
customers

Easy tools and decision-making
support

World-class user experience &
service

Fullfunctionality in apps

Expanded productrange and
continuous product development

Low prices

More about customers on page 18-19.

Specific among
employees

Live our vision
Strong culture & good leadership
Stimulating work environment
with good development
opportunities

Have fun at work

Equality in the workplace

More about employees on page 20-21.

Specific among
owners

High scalability &
cost efficiency

Less dependent on market
fluctuations

Low risk taking
High growth

Strong ownership

More about owners on page 22-25.

13



Business model

The business model is built on
customer focus and scale

Our business model is built on scalability. Strong customer growth, combined with
market’s lowest cost to savings ratio, is what creates long-term growth in operating

income and facilitates further development.

Satisfied customers drive growth

1) There is a strong correlation between customer growth, growth in
savings capital and income. The inflow of savings capital is driven by
new and existing customers, which places great importance on cus-
tomer satisfaction. Throughout Avanza there is a very strong focus on
what's best for our customers. Satisfied customers talk about us and
recommend us to others, which is a desirable and cost-effective way
to grow.

92) Our ratio of income to savings capital has declined over the years,
whichis aresult of our price leadership strategy and reduced prices to
make our services even more attractive. Itis also due to market trends,
such as changing customer preferences, mix effects in savings and,
not least, the negative interest rates.

3) To deliver shareholder value while at the same time meeting our
promise to customers, cost effectiveness s also critical. Our business
is built on creating customer growth without increasing costs to the
same extent. Our success in achieving this is illustrated by the lower
cost to savings capital ratio.

Timeless business model built on scale

% SEKm
2.5 300,000
2.0 // 240,000
1.5 /\\’\ / 180,000

\ 120,000

05 /\/\’-\\ 60,000

0.0 [
2002 2004 2006 2008 2010 2012 2014 2016 2017

. 2) Income/savings capital

. 3) Expenses/savings capital

@ 1) Savings capital

Five year summary 2017 2016 2015 2014 2013
Operating income, SEKm " 985 919 904 684 587
Operating profit, SEKm 441 465 485 296 227
Operating margin, % " 45 51 54 43 38
No. of customers 710,600 570,600 467,600 371,200 316,500
No. of new customers 140,000 103,000 96,400 54,700 33,200
Net inflow, SEKm 26,800 26,500 25,200 20,100 10,900
Savings capital, SEKm 273,400 231,000 191,600 141,900 112,600
Income to savings capital ratio, % " 0.38 0.44 0.54 0.53 0.60
Costs to savings capital ratio, % " 0.21 0.22 0.25 0.30 0.37
Average number of employees 383 343 323 283 269

) Asof 2016, the deposit guarantee fee and the resolution fee are reported as interest expenses and has therefore been transferred from other operating expenses

to netinterestincome. Historical numbers have been adjusted.

See definitions on page 104-105.
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Strategy

We achieve our vision by
delivering on our goals

Our strategy is a cheaper, better and simpler offering. Our employees should at the same
time have the opportunity to develop and thrive. This will lead to growth and a better future
for millions of people. This is how we create value for society as a whole.

Our long-term target is to create customer
satisfaction, employee engagement and
long-term growth

Our strategy is to constantly refine our offering to be cheaper, better
and simpler. We concentrate on four areas to achieve this: always put-
ting our customers first, price leadership, scalability and efficiency, and
being 100% digital.

We want to offer a strong user experience, a wide range of services
and decision-making support. Continuous improvements to our sys-
tems enable us to quickly respond to changing customer preferences.

Being a price leader is important to creating long-term value for sav-
ers and to attract customers. Price leadership is closely linked to our
strong focus on keeping costs low, where scalability and efficiency are
criticaland are achieved through continuous development, digitisation
andinternal efficiencies.

Innovation at Avanza relates not only to product development, but is
alsoimportant from a cost perspective. We work tirelessly to eliminate
what is old and possibly could slow our development. Our IT platform
and trading system are among the banking world’s most modern. We
continuously evaluate new technology and update and modernise our
systems. The strategy is to never put ourselves into a dilemma with old
systems and to continuously automate and simplify our processes. By
not planning too far into the future, we stay flexible and can respond to
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what happens around us. We constantly update the site with improve-
ments and new functions, with a new release every ten days. The sys-
tems at the same time provide stability and economies of scale and
enable us to continue to deliver high quality. Our trading system has no
limit on customer growth and increasing volumes.

All this requires a corporate culture that draws its energy from a will-
ingness to change. The culture is important if employees are going to
thrive, feelengaged and develop. We therefore place greatimportance
onmaintaining astrong culture where everyone is encouraged to think
in new ways, challenge themselves and come up with new ideas. It is
also characterised by collaboration and humility.

We are convinced that satisfied customers, coupled with engaged
employees who enjoy going to work, create long-term value and, as a
result, satisfied shareholders.

Scalability
and efficiency

Price
leadership

Engaged

o
&
&
)
Long-term <
growth

Owners

Yalye creatio®

Create a better future
for millions of people
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Targets and outcomes — an overview

Performance on targets

Our customers always come first. Performance is therefore measured by customer
satisfaction, growth, scalability and cost effectiveness, not by the income and profits
we generate. We think long-term and do not focus on short-term profitability.

Sweden'’s most satisfied customers

One of Avanza's targets is to win Swedish Quality Index's annual award
for "Sweden's most satisfied customers" in the savings category. In
2017, Avanza won the award for the eighth consecutive year. Our
scores were an improvement over 2016. The study is conducted with
the help of a statistical model that facilitates an analysis of the rea-
sons for customers' choices and measures how loyal they are to their
companies.

Strong engagement among employees

One of our overarching targets is satisfied and engaged employees.
To gauge this, Avanza has since 2014 been using an international
measure of employee loyalty called the employer Net Promoter Score
(eNPS), which shows how willing employees are to recommend their
workplace to others. A score over 20 is very good and one over 40 is
the highest grade and an excellent result, indicating strong ambassa-
dorship, according to Quicksearch. This year's score was 33, a sign of
continued strong ambassadorship, even though the result was lower
thanlastyear. Thisisaproductof Avanza's strong growthand our ongo-
ing organisational changes to improve operating efficiencies, but also
leadership. Our higher eNPS goal for the year of over 45 shows our
high ambitions in the area and how seriously we take our employees’
well-being and occupational health and safety.

Satisfied
customers
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Engaged
employees

Strong growth

To ensure a good growth rate and an increasing share of the savings
market, ourtargetfor 2017 was toreachamarketshare of atleast 9 per
cent of the netinflow. The target has been adjusted to at least 10 per
cent from 2018. A driving factor behind net inflow is new customers.
Our targetis to reach 1 million customers 2020.

We also have a long-term target that costs will not grow faster than
income, which they have done in the last two years, however. This is
mainly due to the negative interest rates and in 2017 also a result of
increased investments in growth.

Our target is to distribute at least 70 per cent of profit for the year.
The proposal for 2017 is a dividend corresponding to 83 per cent.

Satisfied
owners
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Targets and outcomes — an overview

Our long-term targets and performance 2017 2016 2015 2014 2013

Customer satisfaction

Sweden's most satisfied savers according to Swedish Quality Index v v v v v
Customer satisfaction according to index 77.2 74.4 81.3 78.6 72.0

Engaged employees

eNPS over 45* - v v v N/A
eNPS according to index 33 51 46 46 N/A

Long-term value growth

Market share of at least 9 per cent of the total net inflow to the Swedish savings market** v v v v v
Market share of total net inflow** 11.8% 10.9% 9.3% 9.2% 5.7%

1 million customers by 2020*** v v v v v
Annual customer growth 25% 22% 26% 17% 12%
Annual customer growth in no. of customers 140,000 103,000 96,400 54,700 33,200

Cost growth should not outpace income growth - - v v v
Income growth 7% 2% 33% 16% 6%
Cost growth 20% 8% 8% 8% 3%

Dividend of at least 70 per cent of net profit of the year v v v v v
Dividend (2017 refers to the proposed dividend) 83% 79% 74% 81%  120%
Dividend in SEK per share (2017 refers to the proposed dividend) 10.50 10.560 10.50 7.00 8.00

* In2017, the target was adjusted from an eNPS of 40 to 45.

** In 2014, Avanza's target was adjusted from 5 per cent to 7 per cent. In 2017, the target was adjusted to 9 per cent. The market share for 2017 refers to the period

October 2016 — September 2017, Savings barometer is published with alag.

***|n 2014, Avanza's target for new customers was adjusted from 20,000 - 30,000 to 30,000 - 40,000. In 2016, the target was adjusted to a 10 per cent growth
from the beginning of the year, or 46,760 new customers. In 2017, the target was set at 1 million customers 2020.
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Our customers

Sweden's most satisfied savings
customers 8 years 1n a row

Avanza primarily targets private investors in Sweden, but also offers services for profes-
sional traders and corporate customers. Our promise to customers is that they should get
a better return on their savings than anywhere else.

A broad customer base with record-high

growth in 2017

Avanzaexperiencedrecord-high growth during the year with 140,000
new customers. The number of customers at year-end was 710,600,
mainly consisting of individuals but also corporate customers. Avanza's
market share of Sweden’s populationis 7 per cent. In urban areas, the
market share is higher, and in certain age categoriesiitis as high as 20
per cent. The majority of our customers are between the ages of 20
and 49, and the strong growth in recent years among younger cus-
tomers, ages 20 to 30, intensified in 2017 —although growth was also
strong in other age categories. While men are still overrepresented,
accounting for 65 (66) per cent, we have seen a growing percentage
of women among new customers. In 2017, customer turnover was 1.2
per cent, which shows that very few customers are leaving us.

Our customers are automatically placed in a benefit level based on
their accumulated savings or how much they trade. Avanza’s wealthier
Private Banking customers account for the largest share of savings
capital. Pro customers, who are among the more active traders, repre-
sentlessthan 1 percentof the number of customers, but nearly 40 per
cent of the turnover. At the same time, these two groups account for
only about a quarter of brokerage fees, which shows the importance
of abroad customer base.

Savings customers can be divided into three categories: those who
make their own investment decisions, those who need some support,
andthose whowanttheinvestmentstobe done automatically.In cases
where customers want individual advice, we work together with out-
side parties.

Age distribution and savings capital by age

Share of customers, % Capital per customer, SEKm

5.0 1.5

4.0 /n\ 1.2

3.0 0.9

2.0 0.6

1.0 / 0.3

0.0 0.0
[} 10 20 30 40 50 60 70 80
Age

. Savings capital per customer . Total customer base

@ New customers 2017
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Our corporate customers mainly consist of small and
medium sized businesses

Growthinoccupational pensions remained strong during the year, with
an increase in savings capital of 33 per cent. The majority of occu-
pational pension customers are small businesses with less than 100
employees.|n 2017, we enabled businesses with up to four employees
to obtain an occupational pension digitally on the site, which 75 per
cent of new customers now do. This has improved the customer expe-
rience, not least because less information has to be added manually
and the process is faster. As a result, sales resources for the occupa-
tional pension business have been concentrated in Gothenburg and
Stockholm, to better capitalize on the increased interest from larger
companies. We also have around 50 institutional trading customers,
mainly Swedish asset managers, who trade for their funds or manage
them through Avanza.

In the area of Corporate Finance, we mainly advise companies that
plantoorarelisted onFirstNorthand the Stockholm Stock Exchange’s
small cap list. As a partner, we also work with medium-sized and large
listed companies on ownership diversification. Our large customer
base is an attractive platform for cost-effective diversification, and we
have seen increased interest from companies asking for this service.
Duringthe year, we served as advisor to 11 companies and cooperated
with external partners in 24 transactions, which is positive for our cus-
tomers, who are able to participate in many attractive IPOs that have
not always been available to individual investors.

For more information on our customers and benefit levels, see page
100.

A strong offer creates value for our customers
Doingwhat's best for customersis always our focus. Being attentive to
their needs and trying to meet them helps us to develop our offer and
gives us new perspective. This is an integral part of our product devel-
opment. Atthe same time, we create the most value for our customers
by concentrating our business and development on what we do or can
do best. A majority of our customers come to us by recommendation
from another customer, which is aresult of our strong customer focus,
but also because when we launch new products we do so our way, by
thinking innovatively.

Product development with an aim to simplify and
improve

Much of our development work during the year continued to focus on
making investing easier through decision-making support, without
expensive advisory services. The Stock Generator is one example,
which helps customers to filter through the large range of equities on
Avanza's site. Stock Inspiration page has been updated as well with
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tools and popular lists such as “The most popular stocks in Europe”,
“Stocks that offer the highest dividends” and “What analysts think”.
For those who feel they don't have the time or interest in managing
their savings themselves, Avanza Auto was launched in autumn 2017.
Avanza Autois the collective name for six specialty funds with different
risk profiles and investment horizons and is a simple, cheap and auto-
matic way to manage money. On the same theme of making it easier
for customers, the application process for margin lending was also
digitised, and accounts for corporates and minors can now be opened
digitally, as many customers had requested.

Over half of all logins to Avanza and new customer registrations are
now done by mobile device. We continuously update our mobile offer
and develop new functionality and improvements.

As a step to give customers a more comprehensive overview of
their investments, we improved the account summary page on the
site, where itis now possible to also track the value of cryptocurrency
investments.

Cheaper offers to fulfil our customer promise
Feesare criticalto the value of savings over time. Thisis why itisimport-
ant for us to offer competitive prices. Avanza’s price list is adapted to
each customer’s activity level and amount of capital. Since 2016,
Avanza has an offer for customers with savings capital of less than
SEK 50,000, which allows them to trade stocks on the Stockholm
Stock Exchange with no fees. The aim is to create more interest in
stock investing and lower the barriers to entry. During the spring, we
digitised trading on a number of major European exchanges. At the
same time, we cut the brokerage fee on European trades, so custom-
ers can now trade stocks from 1 euro. Avanza's customer promise,
which is based on providing customers with a better return, together
with the importance of fees to capital appreciation, is why we do not
charge any fixed fees on savings accounts. This applies to occupa-
tional pensions as well.

Amortgage is the biggest expense for many households and an area
where interest rates have a big impact on personal finances. In 2017,
we launched Sweden's least expensive mortgage loan, which doesn't

* https://www.avanza.se/kampanj/sa-har-vi-raknat-1-miljard.html
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Our customers

require customers to maintain any savings capital or otherwise with
Avanza. The loan has a preapproved rate. The floating rate as of 31
December2017 was 1.29 per cent. The rateis discounted to the major
lenders' list rate, which for December was 1,55 per centin average.

In 2017, our customers saved more than SEK 1 billion™ in fees com-
pared to if they had done business with any of Sweden’s major banks.
They can especially save on their pensions, simply by avoiding unnec-
essary insurance fees.

Customers continued to rate Avanza

highly in 2017

One of our mostimportantlong-term goals is to win the Swedish Qual-
ity Index's (SQlI's) annual award for Sweden's most satisfied savers. In
December, we won the award in the savings category for the eighth
consecutive year. Our score for 2017 of 77.2 on ascale of 0—100 was
an improvement compared to the previous year. Simplicity, transpar-
ency and customer value are highly appreciated and contributed to
the rating. The survey also showed that Avanza has by far the lowest
percentage of customer complaints.

During the year, we broke our previous record with a Net Promoter
Score (NPS) of 73. Scores range from -100 to 100 and show the like-
lihood that customers willrecommend us. A score between O and 50is
good, and above that is extremely good and highly unusual, especially
in the financial sector. Our score on the Customer Satisfaction Index
was 87.

In the ServiceScore survey, we were awarded “Best service in
financial services” for the third yearin arow. In YouGov's latest survey,
Avanza was the second most recommended Swedish brand in Swe-
den, after the mobile payment service Swish.

In Prospera’s private banking survey for 2017, Avanza ranked fifth
against competitors that offer advice as well as discretionary asset
management. Among customers who make their own investment
decisions, Avanza came in first. The survey also showed a very high
recommendation rate among Avanza's customers.

The year's awards are recognition of our efforts to improve the cus-
tomer experience by always prioritising customer value.
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Our employees

A strong culture with employees
who want to challenge and

create change

Avanza is a company of dedicated employees who want to make a difference and where
everyone's ideas are listened to and enrich our development. The foundation of our culture,
and what drives us, is that we feel what we accomplish is meaningful and important.

A strong corporate culture focused on the
customer

We started Avanza with a simple idea: We wanted to build a company
where we would want to be customers ourselves. In the same way, our
aim has been to build a company where we enjoy working. This has
resulted in a very strong corporate culture that draws its energy from
our vision to create a better future for millions of people. It has been our
position as a challenger and our employees’ willingness to change that
has shaped the culture. The climate we have created is one of collab-
oration and humility, where we constantly challenge ourselves, think
differently and see the big picture. Each quarter we reward anemployee
who has shownthat they embrace our values, to encourage and nurture
the entrepreneurial spirit that has gotten us where we are today.

Our employees

The majority of our employees have a college or university education,
usually in economics, finance, computer science or programming, and
abackground from the IT and financial services industries.

We welcome a diversity of opinions, backgrounds, ages and life-
styles. Diversity, we believe, makes the organisation dynamic and con-
tributes to higher efficiency and an understanding of the world around
us. We were an average of 383 employees at Avanza in 2017, with a
relatively low average age of 35. We are more men than women, with a
distribution of 65 and 35 per cent.

Many employees come to Avanza directly from university. Our cus-
tomer service is an instructive and attractive place for many to begin
their careers and a path to move on after a few years to other depart-
ments within Avanza. Our aim is to utilize as many internal talents as
possible, even though there are certain limits in a small workplace.

Working actively to attract talents

Focus on digital decision-making support, an improved user experi-
ence and a stronger mobile offer means that we have had o bolster
resources, especially in development. Competition for IT expertise is
very high, and we work continuously to attract new talents, not the
least women. We invite candidates to various tech events to tell them
about the company, our technology and our belief in collaboration and
sharing competence.

Through recruiting channels and various events, we work actively to
broaden the range of candidates for open positions. We participate, for
example, in projects to interest more young women in technology and
engineering. Our strong corporate culture,modern T platform and agile
way of working are important to our appeal as an employer.During the
year, we also participatedin Agila Sverige Loves Diversity, a conference
focused on diversity and how to create a more inclusive workplace.
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Toensure continuity and safeguard business-critical processes,amap-
pingisdone ofindividuals and theirroles. Special development plans are
in place to ensure that Avanza remains an attractive workplace, at the
same time that potential successors areidentified, to pave the way for a
smooth transition when key employees move on to other roles.

Employee turnover at Avanza has increased slightly in recent years.
Considering their low average age and that this is the first job for many
ofouremployees, itis naturalthatturnoveris slightly above theindustry
average. In the last year turnover has been affected by organisational
changes, which created a lack of clarity about certain roles as the
changes were being implemented. Things are now beginning to fall
into place as roles and mandates are clarified in a new team structure.
The goal of the teams is to bring together expertise in various product
areas and encourage innovation when each person knows their role in
product development.

Good opportunity to develop in a stimulating
environment

To give our employees the best chance of realising their full potential,
skills are taught daily on the job and through training. Helping employ-
ees to develop in their roles is an important parameter to retain com-
petent, skilled people who enjoy what they do. We work to develop
employees, and encourage mobility between departments.

Leadership and employeeship are a question of understanding and
taking responsibility for the business, being a good ambassador for
Avanza, and being able to coach others and help them develop. To
ensure that everyone has the skills and tools they need, we provide
bothinternaland externaltraining. We also offer annualleadership pro-
grammes and leadership days for managers, as well as occupational
health and safety training.

We want our employees to feel that they have a say and to find an
outlet for their creativity. One example of how we encourage them to
express their ideas and innovate is our recurring “Brainy Days”, when
they can present ideas on a wall and try to attract colleagues to join
them. Over a two-day period, these ideas are then developed individu-
ally or together with others. The days begin with aninspirational event
and conclude with a presentation of each idea. Some are then further
developed and putinto action.

Health and a positive working environment are important to an
attractive workplace with motivated and happy employees. Avanza
has an occupational health and safety committee that works with this
andissues of equal treatment. Avanza also has an action plan and rou-
tines to handle incidents that affect our employees. During the year,
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we did not receive any complaints from employees due to threats or
actsof violence. This kind of complaintis highly unusual, since the busi-
ness is overwhelmingly digital and we do not offer advice.

Employees at Avanza have access to a number of benefits to stay
healthy and maintain a work-life balance, such as health allowances,
activities through our sports association, parental benefits, health and
rehabilitation insurance. In 2017, we held work-life seminars to get the
tools we need to handle the high-performance environment we work
in sustainably over time. Occupational health and safety are measured
through absenteeism and well-being, and are followed up regularly in
our employee surveys.

Employee recommendation rate stays high

The response rate to the 2017 employee survey was 97 (96) per cent,
which indicates that we take our employees’ opinions seriously and
that they are able to have animpact. The result is expressed as a total
score, which this year was 77 (81) per cent, compared to an average
for the banking sector of 73 per cent and for the IT sector of 79 per
cent. The survey also produced an eNPS of 33 (51), demonstrating

Our employees

that our employees remain loyal and continue to recommend Avanza
as an employer, even though the score was not as strong as last year.
Thisis a product of Avanza's strong growth and our ongoing organisa-
tional changes to improve operating efficiencies, but also leadership.
Our higher eNPS goal for the year of over 45 shows our high ambitions
in the area and how seriously we take our employees’ well-being and
the working environment. The main reasons why employees recom-
mend Avanza to others are still strongly tied to our corporate culture,
where we feel pride and responsibility for the company and that what
we achieve is meaningful and important.

Employee key ratios 2017 2016 2015 2014 2013
Average no. of employees 383 343 323 283 269

of which women, % 35 33 34 37 34

of which no. of managers 52 55 45 47 -

of which female managers, % 38 36 42 40 -
Average age 35 33 33 33 34
Employee turnover, % 17.9 19.1 16.5 - -
Internal movement, % 6.3 6.4 5.3 13.0 16.6
Sick leave, % 2.7 2.6 3.3 2.3 2.1
Satisfied employees (eNPS) 33 51 46 46 -

For additional infromation on employees see page 94-95.
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Our shareholders and share information

Shareholder value is created
through customer value

Growth in savings capital and high scalability are essential to create profitability and good
returns. Income generation is also affected by trading activity, interest rates, and deposit

and lending volumes.

Large share of foreign institutional ownership

Our owners consist of individuals and institutions, such as mutual fund
and asset managers. At the end of the year, Avanzahad 17,937 share-
holders, according to Modular Finance. The ten largest registered
owners accounted for 52.4 per cent of the total number of shares and
votes. The two largest shareholders were Sven Hagstrémer, including

Shareholding by country, 31-12-2017

N

Sweden 56%
United States 27%
France 3%

Other 14%

Avanza is an investment in growth and
scalability

Ouraimis tomake Avanzaan attractive investment that delivers agood
return over time. To create long-term shareholder value, customer sat-
isfaction is critical. There is a strong correlation between customer
growth, growth in savings capital and income. In 2017, the number of
customersincreased by 140,000 and savings capital grew by SEK 42
billion. During the period October 2016 — September 2017, Avanza's
share of the net inflow to the Swedish savings market was 11.8 per
cent. This compares to our targetin 2017 of a market share of atleast
9 per cent of the netinflow and our total market share of 3.6 per cent.
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family and company, with a holding of 10.3 per cent, and Creades AB,
with 10.2 per cent. Foreign share ownership increased slightly during
the year to 44 per cent (42) and was highest in the US at 27 per cent.
Avanza did not own any repurchased shares as of 31 December 2017.

Ownership structure, 31-12-2017

Swedish private
individuals 16%

Foreign owners 44%

Swedish
institutions 40%

Savings capital development and new customers

SEKm Number
300,000 150,000
250,000 120,000
200,000
90,000
150,000
60,000
100,000
30,000
50,000

0 0
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

@ Ssavings capital, SEKm @ Number of new customers

Avanza 2017



Avanza’s continued growth is dependent on our ability to attract more
customers and savings capital by providing value and increasing cus-
tomer satisfaction. We are expanding our offer to attractand help more
people. Broadening the customer base among those who need sup-
port with their investment decisions is expected to lead to increased
growthinfundsavingsratherthanin stock trading, which together with
our new mortgage offer should reduce income volatility. In the last ten
years, we have attracted alarge share of younger customers. Although
they generally have less financial resources than older customers,
which affects the relationship between customer inflow and growthin
savings capital and income here and now, there is great potential if we
continue to create attractive offers and good reasons for them to stay
with Avanza. For an age distribution and more information on savings
capital, see page 18.

We also see strong growth potentialin occupational pensions, where
Avanza has a highly competitive offer. Improved transfer rights would
positively affect Avanza's growth opportunities. Not least our current
base of over 700,000 customers creates good potential for growth.
Today just under 10 per cent of our customers have an occupational
pension with Avanza.

Scalability and cost control are also important to deliver shareholder
value. Our aim is an operating margin of around 50 per cent, at the
same time that we want to remain a price leader and offer the highest
quality customer service. Theimpacts of increased scalability and cost
effectiveness are measured by the cost to savings capital ratio. In the
last five years, we have successfully reduced the ratio from 43 to 21
basis points, with the aim of reaching under 20 basis points. Thismakes
us more resilient to changing market conditions, at the same time that
itis a key competitive advantage.

Avanza's long-term target is that cost increases will not outpace
income growth, although this may occur at times when stock prices
fall and income potential changes, or if we see new growth opportu-
nities that benefit us in the long term but require new investments or
marketing efforts, forexample.In2017,costsincreased by 20 per cent
at the same time income grew by 7 per cent. Profitability was solid in
2017 and the operating margin was 45 per cent.

Market conditions affectincome

Avanza's income is strongly affected by market conditions, such as
customers’ trading activity, interest rates and changes in lending and
deposit volumes. Low interest rates squeeze our interest income, but
create opportunities for high income from securities trading, since the
stock market becomes a more attractive alternative. In 2017, we saw
historically high stock valuations create uncertainty among savers, at
the same time that volatility was low. This has resulted in smaller trades
despite that trading activity measured in number of transactions was
record high. In a strong stock market, customers tend to be willing
to take on more risk and allocate more money to emerging market
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funds and funds with higher fees, for example. In an unsettled market,
customers become more cautious and interest in index funds grows.
During periods of higher or rising market interest rates, Avanza’s inter-
estincomeincreases at the same time that customer growth may level
off. The total sensitivity in Avanza’s netinterestincome given achange
inthe reporate of 1 percentage point, all else being equal, was around
SEK 200 million on an annual basis at year-end. The sensitivity in the
event of a reduction in savings capital due to a downturn in the stock
market is difficult to assess, as income is dependent on, among other
things, how customers choose to invest their savings capital.

Proposed dividend of SEK 10.50 per share for 2017

The Board of Directors proposes a dividend of SEK 10.50 per share,
equivalent to 83 per cent of the profit in 2017. This compares with
Avanza's policy to distribute at least 70 per cent of profit. The Board of
Directors' statement on the allocation of profits proposal can be found
onpage 89.

In 2017, Avanza's share price decreased by 6.7 per cent to SEK
344.10. Including dividends, the total return on the Avanza share was
—3.9 per cent during the year, compared with 9,6 per cent for the SIX
Return Index.

Avanza share total return relative SIX Return Index
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Our shareholders and share information

Share information

On 2 January 2017, Avanza Bank Holding AB (publ) moved up to the
large caplistcomprisingcompanies withamarket capitalisation of over
EUR 1 billion. Avanzais includedin the Financial Services sector under
the ticker symbol AZA. During 2017, 80 (85) per cent of trading in the
Avanza share was on the Stockholm Stock Exchange. The share was
also traded to some extent on European MTFs. In total, 15,240,763
Avanza shares were traded on the Stockholm Stock Exchange, equiv-
alent to a turnover of 50 (32) per cent of the year's average number of
outstanding shares.

Share capital and incentive programme
The share capital and number of outstanding shares increased during
the year due to the redemption of warrants through a new share
issue. Avanza's outstanding warrant programmes comprise a total of
1,430,000 shares divided among three programmes, each of which
expiresin three years. The total dilution effectis approximately 4.7 per
cent, or 1.5-1.6 per cent per year, if fully exercised. The warrants are
issued on market terms and are available to all permanent employees
who wish to participate in the programme. The Black & Scholes model
is used to determine the value of the warrants. There is a risk of losing
money if the share does not perform well enough.

For more information on the outstanding programmes, see Note
29 Equity.

Share data 31-12-2017
Share capital, SEK 74,990,555
No. of outstanding shares 29,996,222
Quotient value, SEK 2.50
Market cap, MSEK 10,322
Share price, SEK 34410
Highest closing price (03-02-2017), SEK 409.60
Lowest closing price (09-10-2017), SEK 301.50
P/E multiple 27
Dividend yield, % 3.1
Turnover rate, % 50
Earnings per share, SEK 12.66
Earnings per share after dilution, SEK 12.66
Equity per share, SEK 47.57
Proposed dividend per share, SEK 10.50
No. of outstanding warrants 1,430,000
For definitions see page 104-105.
Change in share capital
Change in number of Total number of Changes in share Total share
Year Change shares shares capital, SEK capital, SEK
2001 New issue 4,425,907 25,415,478 11,064,767 63,538,695
2001 New issue 1,207,396 26,622,874 3,018,490 66,557,185
2005 New issue 842,800 27,465,674 2,107,000 68,664,185
2007 Repurchase of own shares -305,674 27,160,000 = 68,664,185
2008 Withdrawal of repurchased shares, 2007 - 27,160,000 -764,185 67,900,000
2008 New issue 435,843 27,595,843 1,089,608 68,989,608
2008 Repurchase of own shares -18,233 27,577,610 - 68,989,608
2009 Withdrawal of repurchased shares, 2008 = 27,577,610 -45,583 68,944,025
2010 Newissue 379,860 27,957,470 949,650 69,893,675
2011 New issue 580,603 28,538,073 1,451,507 71,345,183
2011 Repurchase of own shares -275,524 28,262,549 - 71,345,183
2012 Withdrawal of repurchased shares, 2009 - 28,262,549 -688,810 70,656,373
2012 Newissue 611,198 28,873,747 1,527,995 72,184,368
2015 New issue 470,341 29,344,088 1,175,852 73,360,220
2016 New issue 494,834 29,838,922 1,237,085 74,597,305
2017 New issue 157,300 29,996,222 393,250 74,990,555
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Our shareholders and share information

Share of capital

The ten largest shareholders, 31-12-2017* Country No. of shares and votes, %
Sven Hagstrémer (incl family and company) Sweden 3,078,246 10.3
Creades AB Sweden 3,060,000 10.2
Columbia Threadneedle United States 2,162,511 7.2
Capital Group United States 1,952,897 6.5
Sten Dybeck (incl family and company) Sweden 1,284,600 4.3
The fourth Swedish National Pension Fund Sweden 1,024,249 3.4
Swedbank Robur Funds Sweden 957,283 3.2
Odin Funds Norway 851,094 2.8
T. Rowe Price United States 715,092 2.4
Vanguard United States 632,932 2.1
Other owners 14,277,318 47.6
Total 29,996,222 100.0
Concentration (by group of owners), 31-12-2017* Shaar:do‘f,;::epsi’t;!
The 10 largest owners 52.4
The 20 largest owners 65.0
The 100 largest owners 77.8
Distribution of shares, 31-12-2017* No. of shareholders Owners,% No. of shares Shares, %
1-100 12,290 68.5 340,450 1.1
101 -1,000 4,636 25.8 1,706,152 5.7
1,001 -10,000 901 5.0 2,350,177 7.8
10,001 - 100,000 78 0.4 2,615,843 8.4
100,001 - 1,000,000 27 0.2 8,601,759 28.7
>1,000,001 6 0.0 12,562,503 41.9
Anonymous ownership 1,919,338 6.4
Total 17,938 100.0 29,996,222 100
*Modular Finance, Monitor
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Our social engagement

Our contribution to
a sustainable society

Our work is devoted to encouraging people to save. We do so, in among other ways,
through education and by challenging established structures in the financial industry.
Our vision is to create a better future for millions of people.

Avanzaisdriving theindustry’s development and
providing tools for personal decision-making
Avanza challenges the established structures of large banks and
pension providers that are not beneficial to savers. The aim is to drive
development in the industry and underline the effect of fees on sav-
ings. Through pension savings alone, customers pay billions of kronor
in unnecessary fees - money that could instead grow and accumulate
for the benefit of the savers. Thisis especially important now, when the
individuals own responsibility for their financial future is increasing as
national pension and welfare systems are scaled back.

In the last five years, the SIX Return Index has generated a return of
96 per cent. In spite of this, one fourth of the savings capital in Sweden
is still held in savings accounts that do not generate any return whatso-
ever. According to Statistics Sweden, 13 per cent of Sweden’s popula-
tion owned equities as of 30 June 2017, with men overrepresented at
16 per cent. Only 11 per cent of women owned equities”.

Through education and simplified decision-making support, we want
to spark an interest in savings and get more people comfortable with
making their own investment decisions. The high demand for Avanza
Auto, Avanza’'s most recently launched savings tool, certainly demon-
strates the need for this. Avanza Auto has also increased the inflow of
female investors to the platform, and it is also more women who are
choosing Auto savings over direct investments in funds or equities.

Decision-making support and education to raise
awareness of savings

InNovember 2016, Avanza Play waslaunchedtohelp usreach broader
target groups around Sweden. Avanza Play, which is an extension of
the Avanza Academy, is a video decision-making support system with
inspiring features in the form of interviews with representatives in
savings and investments , where we discuss issues many people can
identify with. The topics include current events and are designed to
provide insight and information that supports savings. In the Avanza
Academy, people can learn about savings and investments directly on
the site. There is information on what to think about when choosing
equities, funds and other securities, and how to build various types of
portfolios. Answers are also provided to questions on taxes and filing
returns. For more information on our other decision-making support,
see page 103.

* Share owner statistics, Statistics Sweden June 2017.

26

Our savings economists protect private savers,

educate and inspire

Avanza's savings economists guard the interests of savers, act as opin-
ion leaders, educate and inspire the public to take a greater interestin
personal finances, and guide them to better savings. These econo-
mists speak to the entire savings market and garner media attention
to savings issues. They also communicate through social media and
through lectures.

During the year, our savings economists took part in around ten
courses arranged by “Gilla Din Ekonomi”, anetwork led by the Swedish
Financial Supervisory Authority to educate the public on financial top-
ics. The courses were designed for legal guardians, budget and debt
advisers, and union representatives.

In addition, several seminars were arranged during the year to
encourage gender equality and diversity. For example, we held semi-
nars for women who want to learn the basics of successful long-term
savings. In addition, classes of recent immigrants with an academic
backgroundin economics, law and engineering visited Avanza tolearn
about savings and investments and the types of products available in
the Swedish market. These get-togethers are also an opportunity for
us and them to make contact.

In 2017, one of our savings economists, Claes Hemberg, was voted
“Personal Finance Commentator of the Year” by financial analysts,
investors and others in the Swedish capital market.

Structured approach to sustainability issues
Sustainability and social responsibility are an integral part of Avanza’s
operations, but to put greater focus on these issues we have a CSR
group that discusses ideas and drives our development in specific
areas. The work has been divided into three areas: Sustainable Invest-
ments and Environmental Impacts and CSR People, which engages
employees in volunteer work, donations and lectures, and promotes
diversity in the tech industry, for example.

Broad and transparent range of choices
Avanza's platform can be seen as a toolbox, where our aimis to offer as
broad andtransparenta productrange as possible. Our pricing and fee
modelis clearand we make iteasy tounderstand each product. Avanza
Academy is also animportant tool in this respect.
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We want to create opportunities for our customers to invest sustain-
ably. For example, our broad product range includes close to 1,300
external funds, of which over 600 are classified as sustainable by Swe-
sif,aforum for sustainable investment, and can easily be filtered on the
website. To help our customers build a broad fund portfolio based on
various risk profiles, we offer a Portfolio Generator and our six Auto
funds. The Auto fundsinvestin otherunderlying securities and are opti-
mized on a continuous basis. Avanza's aim is to make it even easier for
customers to invest sustainably.

Education in technology
While mobile usage is highin Sweden, many people do not understand
how technology works. In cooperation with Dataféreningen, a Kid
Hack has been arranged by Avanza several times in recent years to
teachchildren to code and provide education for parents and teachers.
These courses are an opportunity for children ages 8—13 tolearn pro-
gramming basics in a fun atmosphere, at the same time that the adults
who support them can find effective tools. This is an important non-
profit project that seeks to increase digital competence in Sweden,
while also helping us to network with those interested in technology.
Avanza also participates in Sthim JS meet up, a network for those
interested in Java Script, to share our technology choices, while also
exchanging ideas and building a network for exciting collaborations.
To contribute to greater gender equality in engineering, we also par-
ticipate in “Introduce a Girl to Engineering day” (IGEday), which will
next be held in March 2018. The initiative aims to encourage young
women to take an interest in engineering and teaches them what an
engineer does, lets them meet and interact with female engineers, and
provides them with ideas and role models.

Limited impact on the environment

As an online bank, Avanza has limited impact on the environment.
Avanza has no branches and the majority of communications with
customers are digital. The business does not require much travel or

Our social engagement

transports, since there are only three offices in Sweden. Two are in
Stockholm as of year-end, the newest of which has received the Nor-
dic Swan Ecolabel, and one in Gothenburg. Avanza's data centres are
powered by 100% renewable energy.

Aclimateanalysisis conducted eachyearto calculate emissions. The
analysis is done with the help of an independent tool and is based on
the methodology used in the Greenhouse Gas Protocol (GHG Proto-
col). The methodology is recommended by the Global Reporting Initi-
ative (GRI). The results confirm that we have very little environmental
impact. Total energy consumption for 2017 amounted to 1,190(1,210)
MWh, of which 573 (542) MWh relates to internal consumption. Total
emissions amounted to 62 (61) tonnes of COge. Avanza does nothave
a formal environmental management system, but seeks to reduce
its environmental impact. Work is under way to improve and further
increase recycling in our offices.

The climate analysis are published on investors.avanza.se/en.

Charities

Every Christmas our employees donate their gift from Avanza to a
charity. This is an opportunity to contribute to a cause that is close to
our hearts without it necessarily being tied to savings and investments.
The employees vote on which organisations they want to support. This
year the gift of SEK 200,000 went to Save the Baltic Sea, Childrens
rights in Society and UNHCR. Our customers can also contribute by
donating their stock dividends to charity.

Memberships

The various companies within Avanza are members and participate
actively in trade associations such as the Swedish Bankers' Associ-
ation, the Swedish Securities Dealers Association and the Swedish
Investment Fund Association.

Emission per activity, tonnes COze 2017 2016 2015 2014
Business travel 18.3 22.7 61.4 42.8
Company-owned/leased vehicles 14.7 12.9 22.7 15.6
Electricity and heat 5.6 4.5 4.2 4.5
Office supply 14.9 14.6 13.2 25.0
Supplier of services 8.7 6.3 6.5 12.5
Total 62 61 108 100
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Our risk profile

Limited financial risks and
g:ontinuegl focus onIT and
information security

A clearly defined risk structure and a sound risk culture are cornerstones of our business
and the foundation to earning the trust of our customers. Our digital platform places high
demands on availability, IT and information security. In terms of financial risks, Avanza has

alow risk appetite.

IT and information security grow in importance
Practically all of Avanza's operations are fully digital. Rapid techno-
logical developments and growing digital threats are making IT and
information security ever more important. It is also one of our highest
priorities. As a digital platform for savings and investments, Avanza
must have a comprehensive IT security strategy.

Demands and expectations from customers, partners, legislators
and suppliers are high when it comes to information security, i.e. how
we handle customer information, digital availability and that the infor-
mation is correct. Protecting customers’ personal information and pri-
vacy is of the highest priority. No customer privacy incidents occurred
during the year.

On 25 May 2018, a new General Data Protection Regulation
(GDPR) comes into force. It replaces the current Personal Data Act
(PuL) andiis designed to better protect personal data while increasing
transparency. Work is under way to ensure that our operations meet
the requirements, with modifications to affected systems and inter-
nal processes well before the GDPR takes effect. Avanza benefits in
this work from a modern IT infrastructure, which enables us to quickly
develop and implement new functionality.

We work continuously to improve our IT and information security
through a structured and systematic approach to ensure compliance
and resilience in the event of cyberattacks. We regularly test, analyse
and evaluate our technical and organisational safeguards. During the
year, we further strengthened our IT security through investments in
hard- and software, processes and competence. In addition, we coop-
erate with other banks through the Swedish Bankers' Association to
learn from each other in areas such as D-dos attacks, intrusion detec-
tion and vulnerability analyses.

Avanza’s login solutions and safeguards are evaluated and upgraded
regularly to ensure proper security, at the same time that the solutions
have to be easy for customers. Our customers also receive information
onhowto protectthemselves against phishing attacks and other types
of fraud.

To minimise the risk of fraud, we use two-step authorisation for
account transfers. Transfers are permitted only to a customer’s own
account in another bank, and we do not offer electronic payment ser-
vices or debit cards.

A very important factor for our reputation and earning the trust of
customers is the availability of our platform and services, which would
be assured through redundant data centres that we can switch seam-
lessly between. We also work proactively with thorough testing before
new functionality is released into production. If our digital platform is
unavailable, orders can be placed by phone with our brokers. Avanza’s
site was available 99.9 per cent (99.9) of the time in 2017.
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Low financial risks

Interms of financial risks, such as credit risks, market risks and liquidity
risks, we have a low risk appetite. We do not offer consumer credit or
engage in proprietary trading. Our mortgages have a low loan to value
ratio to ensure that collateral is adequate, even in the event of a sharp
drop in property prices. In addition, they are funded with only a small
percentage of customer deposits.

Avanzais mainly self-financed through shareholders’ equity and cus-
tomer deposits. Only a limited share of deposits is used for lending,
which creates a low liquidity risk. Deposits in relation to lending was
454 per cent (428) as of 31 December 2017. This means we have
surplus liquidity of nearly SEK 17 billion.

Surplusliquidityismanagedeffectively withthelowestrisksand costs
possible within the framework of a consistent liquidity coverage ratio
(LCR). Surplus liquidity is invested mainly in covered bonds and with
systemically important Nordic credit institutions. The liquidity portfo-
lio is managed with a balanced maturity structure, normally over four
years, where the average maximum interest term is three months.

Withregard to creditrisk, alllendingis collateralised by liquid financial
assets with good margins or by residential properties with alow loan to
value ratio. In the case of Avanza's new mortgage offer with Stabelo,
we act as a distributor, which means that it does not affect Avanza's
balance sheet.

AvanzaPensiondoesnotofferanyinsurance products withaguaran-
teedreturn. This means that the insurance liabilities, by definition, track
the value of the insurance assets in the financial reporting.

The aim of the risk work is to maintain trust in
Avanza and maintain low and controlled risks
Inadequate management and control of Avanza's risks creates a
reputational risk. To maintain our reputation and build trust in Avanza
requires strong risk awareness throughout the organisation. During
the year, we worked on clarifying risk ownership and compliance
responsibility in the business operations, at the same time that we fur-
therinvested in our control functions.

Avanzais aplatformfor savings andinvestments. This means that we
have our own, and distribute others', savings products and mortgages.
Close collaborations and agreements with various suppliers always
entails a risk. To minimise this risk, we in 2017 refined our methodol-
ogy and the way we control and monitor Third Party Players (TPPs)
and significant counterparties. The aim is to better understand each
counterparty and identify any risks, both business risks and reputa-
tional risks. Based on the control, an evaluation is done, and the risk
feasibility of the collaboration or contractual relationship. Given the
outcome and the possible consequences for Avanza and our custom-
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ers, we evaluate whether we want to be associated with the company
or not. A follow-up assessment of the counterparty is made annually
or more often if needed.

Avanza'slargest suppliers are Nasdagq, Euroclear Sweden and NGM.
Among the most important Third-Party suppliers are fund manage-
ment companies, our Savings account+ partners and the cooperation
with Stabelo to distribute mortgage loans. Our fund providers consist
of Swedish and international fund management companies that are
subject to supervision by the Swedish Financial Supervisory Authority
(SFSA) and similar foreign authorities. Both new and existing coop-
erations with fund providers are screened according to the improved
methodology. Our Savings account+ providers are large, established
credit market companies that are supervised by the SFSA and offer
statedepositguarantees.Severalofthemarealsopublicly listed. Unlike
many of our other partners, Stabelois asmall start-up, althoughitis also
subject to supervision by the SFSA. Before partnering with Stabelo,
we performed a detailed examination of the company and background
checks onits founders. Avanzaalso has access to information through
its ownership and the CEO’s representation on the board of directors.
Inconnectionwith corporate transactions, e.g.ahead ofanIPO or retail
distribution in an IPO or rights issue, Avanza works exclusively with
established counterparties on the Swedish financial market, which are
reviewed on a continuous basis. In transactions where Avanza is the
lead and only advisor, background checks and due diligence are per-
formed on the company. The transaction is also approved by Avanza's
investment committee.

Animportant part of the risk work is to engender a sustainable risk
culture and risk-taking that never jeopardises Avanza’s survival. The
cultureis derived fromthe Board’sand management's governance and
decision-making. For further information on our risks and risk man-
agement, see Note 35 Financial risks and the corporate governance
report on page 40.

Internal capital and liquidity assessment

Each year Avanza performs an internal capital and liquidity adequacy
assessment process (ICAAP). The aim is to ensure that Avanza has
sufficient capital, liquidity and assets of lasting value to cover unex-
pected losses, outflows and customers’ liquidity needs, even under
highly stressed circumstances. The ICAAP presumes that systems,
processes and employees will prevent risk for the benefit of both our
customers and investors. The internal capital assessment comprises
allrisks.

The size of Avanza’s capital and liquidity is ultimately linked to the
financial strength and resilience of the business model. The ICAAP
models the income statement and balance sheet in a realistic base
scenario and in three stressed scenarios over a three-year period.

The assumptions in the base scenario are stressed to guarantee
realism, taking into account both negative and positive deviations. In
the negative stress scenario, market interest rates rise sharply due to
geopolitical unrest, at the same time that stock prices fall significantly
for two years. We measure how this impacts the savings market, cus-
tomers’ savings and asset allocations as well as Avanza's costs and
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revenues. In the positive stress scenario, Swedish exports rise above
expectations and unemployment decreases, resulting in unexpected
growth of the savings market, while market interest rates and equities
both rise simultaneously. In the operational stress scenario, Avanza is
affected by an IT error that halts equity trading through the website.
In this scenario, direct and indirect costs are affected, as is Avanza's
reputation.

The result of the 2017 ICAAP reflects Avanza’s low risk exposure
and shows the resilience of Avanza’s business model, even under
highly stressed conditions. Avanza’s capital base at no points falls
below the capital adequacy requirements stipulated by the SFSA, and
Avanza does not expose its customers to risk.

Capital planning

The Board has decided that Avanza must at all times have a capital
base that exceeds the SFSA's minimum capital adequacy requirement
and buffer requirement by at least two per cent — a so-called internal
capital planning buffer. The internal buffer is in place to comply with
new legislation and pave the way for continued growth.

Avanza's total capital requirement for the consolidated situation was
12.5 percent (12.0) at year-end, excluding the internal capital planning
buffer, at the same time that Avanza’s total capital ratio was 16.5 per
cent(19.9).

In the event that Avanza’s capital base is at risk of falling below the
minimum capital adequacy requirementand buffer requirement, acap-
ital conservation planis in place with activities that Avanza can take to
restore capital and liquidity.

Group recovery plan

Avanza prepares an annual Group recovery plan to prepare the Board
and management for a potentially very difficult financial situation. The
2017 Group recovery plan has been approved by Avanza's Board and
sent to the SFSA.

Inthe plan, recovery measures are identified to restore capital, liquid-
ity and profitability. ltalsoincludesindicators thatare regularly followed
torecognisein timeif Avanzaisin asituation where recovery measures
have tobe taken. Avanza's financial situationis also simulated in several
scenarios (systemic, institution-specific and combined scenarios). In
each scenario Avanza is exposed to significant financial stress, and
despite very difficult financial conditions the analysis showed that
Avanza has the capacity to restore liquidity and capital without expos-
ing our customers to risk.
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Our risk profile

Risk type

Risk profile

Risk management

Creditrisks

The risk of a borrower failing to meet their
financial obligations towards Avanza and of
the pledged assets not covering the claim.
Credit risk also includes counterparty risk,
concentration risk and liquidation risk.

Margin lending: Avanza lends money to the general
public, secured by realisable listed financial collateral.
Most of the collateral is comprised of listed equities with
good liquidity. The greatest risks in the credit portfolio
are related to specific concentrations in a security (e.g.
an equity on the Stockholm Stock Exchange's most
actively traded list).

In addition to customers' repayment capacity, the value
of the collateral and the customers’ risk margin are
monitored daily. The process to manage deficient col-
lateral is monitored and controlled as well. Credit risks
are stress tested daily, and Avanza uses credit limits and
risk indicators to ensure that credit risks are managed in
accordance with the applicable risk framework. Avanza
also applies a generous risk margin to the collateral's
market value to protect both the bank and customers
from credit losses.

Mortgages: Mortgages are available to our high-net-
worth customers at a maximum loan to value of 50 per
cent at the time the loan is authorised. This, together
with a requirement that Avanza have the only pledge on
the property, ensures a low risk profile. The borrower is
subject to a customary credit check, where a calculation
is done to ensure that they have sufficient funds to live
on. The customer's ability to repay is stressed using a
computation of the current interest rate of +6 per cent
to measure the borrower's financial health given the loan
amount applied for.

The market value of a property is arrived at through a
statistical evaluation obtained from external parties.
Market value is reassessed annually. An interest mark-up
requirement is imposed if the loan to value ratio exceeds
50 per cent and a mortgage amortisation requirement at
aloan to value exceeding 75 per cent. In addition to this,
authority requirements regarding amortisation are added.

Excess liquidity management: Avanza has a surplus
of liquidity because deposits significantly exceed loans
to the general public. Surplus liquidity is invested mainly
in covered bonds and with systematically important
Nordic banks and to a lesser extent in bonds issued by
the Swedish government and municipalities.

Avanza has a risk framework to counter its excess liquidity
risk. Among other things, the framework regulates the
maximum allowable exposure to each counterparty and
bond issuer. The bonds must be eligible for use as secu-
rity with the Swedish central bank.

Market risks

The risk of Avanza's earnings, equity or
value decreasing due to changes in risk
factors on the financial market. Market risk
includes share price risk, interest rate risk
and currency risk.

Avanza does not engage in proprietary trading. Avanza
has no fixed interest contracts with customers on either
deposits or loans. Management of Avanza's excess
liquidity entails an interest rate risk since investments
are made in floating rate notes (FRN).

Avanza has very limited exposure to foreign curren-
cies.

Share price risk and currency risk can occur due to human
error (trading error). We have internal processes and
procedures in place to minimise this type of risk. The risk
is classified as operational.

The bank's surplus liquidity is invested at low risk with a
maximum average fixed interest term (interest rate dura-
tion) of 0.25 or 3months. Ina 2 per cent parallel shift, the
interest rate risk may never exceed 8 per cent of the capital
base. According to the internal capital evaluation, and due
to agenerous liquidity buffer, the risk that the company
would be required to divest bonds is deemed
tobe very low.

Liquidity risk
The risk that Avanza cannot meet its
payment commitments at maturity.

Avanza funds itself primarily through equity and custo-
mer deposits. Deposits from the general public exceed
lending, creating a large amount of surplus liquidity (see
above). Deposits from the general public are considered
to be one of the most secure sources of funding.

To cope with short-term fluctuations in lending to/depo-
sits from the general public, a significant percentage of
the assets is held in cash in systemically important banks
(spot/maturing on the following business day).

Operational risks

The risk of loss as a result of inappro-
priate or inadequate internal processes
or routines, human error, faulty systems or
external events. Operational risk includes
IT and information risk, legal risk and
compliance risk.

Operational risks arise in all businesses. It is neither pos-
sible nor cost effective to try to eliminate all operational
risks. Avanza strives to minimise them by creating the
most efficient and automated processes possible, which
also contributes to cost effectiveness. Unlike other
banks, Avanza does not have electronic payment servi-
ces, unsecured credits or debit cards, which reduces
threats and the risk of fraud.

Avanza conducts most of its business digitally. Infor-
mation is one of Avanza’s most important assets.

Avanza's continuous risk management includes
evaluation of critical processes and internal controls,
continuity planning, risk analyses including New Product
Approval Processes (NPAP), incident management and
reporting. Avanza also has insurance to protect against
certain types of operating losses.

To ensure in an effective and structured way that it has
appropriate protection for its information and that it can
adjust this protection to future needs, Avanza uses an
information security management system based on the
international standards in the ISO 27000 series.

Actuarial risk
Risks in the insurance operations or
actuarial risk.

Avanza's insurance risks are low. Risks associated with
mortality, survivors' pensions, waiver of premium and
health insurance are transferred to external parties and
are not borne by Avanza. However, Avanza covers the
life insurance component of its endowment insurance
contracts. Here the policyholder’s survivor is paid 101
per cent of the insured sum on death.

Insurance risk is managed by basing risk premiums on
statistical assumptions and by monitoring according to
actuarial guidelines. To avoid major swings in earnings,
Avanza reinsures risk costs in excess of SEK 250,000.
The risk premium has so far more than covered the risk
cost in the endowment insurance policies on death.

30

Avanza 2017



Avanza 2017 31



Chairman's comment

Chairman's comment

The dromedary we won't let become a camel
Avanza announced in autumn 2016 that costs would rise significantly
in 2017. We expected them to shoot up 15—20 per cent. Increased
investment in product development and development capacity were
the main costdrivers, butadjustments to new regulations were needed
as well. After the fact, the increase for the year turned out to be 20
per cent. Now we are going back to our usual rate of 8—10 per cent. In
other words, the higher rate last year was an aberration. We promised
our shareholders adromedary in 2017, and we will deliver adromedary.
There won't be another hump in 2018 that turns our dromedary into
acamel.

We usually talk about positive and negative costs. Product devel-
opment is an example of the former. Regulatory costs the latter, since
they are not negotiable, though we also see many opportunities with
the new regulations, especially from a customer perspective. The new
regulations make it possible, for example, for customers to use more
innovative online services now that it becomes easier to access cus-
tomer data from other providers. This creates opportunities to build
new customer interfaces that will give the customer a better overview
oftheir personal finances and willmake it easier to compare prices and
interestrates, whichin the long run should mean even better prices for
them. Avanza has always safeguarded the interests of savers and kept
prices low. We will continue to do so, and the new regulations will help.

“New regulations will
help us to safequard the
interests of savers”

Although the new regulations contribute to greater transparency and
stronger consumer rights, they have not been welcomed with open
arms by all. We, on the other hand, feel it is important to be involved,
have a say and stand up for the customers' rights, whether it be their
rightto freely transfer pension savings or to control their personal data.
Onour ownwe may nothave abigimpact onthese issues, but togehter
with several other fintech companies in the Swedish banking market
we can make a difference. This is why in 2017 we joined the Swedish
Fintech Association, where we are working actively to promote our
customers'interests and greater freedom of choice.

When|founded Avanza, | sawitas a publicinterest. After starting out
strictly as an online broker, Avanza has refined its offering over nearly
20 years with lower prices, more user-friendly options and more prod-
ucts. We will continue developing and expand our range of products,
and we will continue to do it in our own way. Our mortgage products
are an example of what | mean. They show that we can have our own
products and at the same time cooperate with others to create the
best possible offerings. Here lies a strategically important issue for
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Avanza. For customers, the Avanza brand has become synonymous
with products and services you can trust and for us it's important that
the customer feels the connection with Avanza, no matter who we are
cooperating with.

“For us it 1s important to
be involved, have a say
and stand up for the
customer”

Avanza replaced its CEO during the year. Rikard Josefson has taken
over, succeeding Johan Prom. Like his predecessors, Johan had no
prior industry experience. Avanza has always looked for a CEO driven
to provide unsurpassed customer value atlow prices. Experience from
the banking industry was seen at the time as almost a disadvantage.
New thinking usually requires an outsider’s perspective. All the new
regulations and products have made banking more complex, however,
so we abandoned this philosophy when looking for Johan's successor.
Rikardhas grownupinthe financeindustry. Hehasmany years of expe-
rience with a leading commercial bank and most recently served as
CEO ofanother of Sweden’s niche banks, which, like Avanza, is focused
on customer satisfaction and a strong digital offering. That Rikard's
values and drive align with Avanza's was apparent when the Swedish
Quality Index announced the winner of its award for the country’s most
satisfied savers. Avanza took the prize for the eighth consecutive year,
and Lansforsékringar Bank, where Rikard came from, came in second.
What's more, Rikard's knowledge, energy and contagious enthusiasm
for the job are unmistakable.

Heading into 2018, we cannot promise other than that we will do
everything in our power to satisfy our customers and shareholders. |,
like everyone here at Avanza, is passionate about helping our 700,000
customers to save simply and profitably. Satisfied customers lead to
satisfied shareholders. It's no more difficult than that.

Stockholmin February 2018

LA

Sven Hagstromer
Chairman of the Board
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Sven Hagstrémer, Chairman of the Board
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Avanza’s vision is to create a better future for millions of people. To achieve this it is import-
ant that we listen to what our stakeholders want and that they can trust how we act and

manage our business.

Avanza's corporate governance report has been prepared in accor-
dance with the provisions of the Swedish Annual Accounts Act and
the Swedish Code of Corporate Governance (the Code). Avanza Bank
Holding AB (publ), hereafter “Avanza’,does not deviate from the Code.
As a publicly listed Swedish limited liability company, Avanza's opera-
tions are also governed by other laws and regulations, including the
Swedish Companies Act, the Nasdaq rules for issuers and the Inter-
national Financial Reporting Standards (IFRS). Avanza's business is
subject to supervision by the Swedish Financial Supervisory Authority,
which requires strict application of various financial and ethical rules
and guidelines, which are based on Swedish and European law and
the Swedish Securities Dealers Association’s guidelines in Securities
Institutes.

Avanzais motivated by adesire to challenge accepted structuresand
create customer value through a strategy of offering products that are
less expensive, better, and simpler than our competitors’. We inspire
and educate our customers to be better informed and help them with
their investment decisions. Our promise to customers is that they will
get a better return on their savings with Avanza than with any other
bank. In the long term, what we do for our stakeholders and the Swed-
ish savings market also benefits society as a whole.

To achieve our vision and promote a better savings market in the
long term, we have to listen to what our stakeholders want, live up to
theirexpectations and earn their trust. These stakeholdersinclude our
customers, employees, owners, investors, partners, suppliers, govern-
ment authorities and regulators, all of whom affect and are affected
by our operations.

A. Ownership and voting rights

The share capital consists of one class of shares, whereby allshares con-
ferthe samerights. There are nolimitationsontherighttotransfer shares
or how many votes a shareholder may cast. The share capital at the end
of 2017 amounted to SEK 74,990,555, represented by 29,996,222
shares and votes. An ownership distribution is presented on page 25
of the Annual Report for 2017. The largest shareholders — Sven Hag-
stromer with family and companies, and Creades AB — are represented
on the Nomination Committee and thus in the nomination process for
the election of Board members and the auditor; see table below.

Composition of the Nomination Committee

B. Nomination process for election of Board
members and auditor

The AGM 2017 established the rules for the election of Board mem-
bers and the auditor as well as the appointment of a Nomination Com-
mittee for the AGM 2018.

The names of the Nomination Committee members, and the share-
holders they represent, were published on 20 September 2017, which
was six (6) months prior to the AGM 2018. The Nomination Committee
consists of one representative from each of the four largest sharehold-
ers wishing to appointarepresentative. The appointments were based
onownership interests knownimmediately before the announcement,
i.e. 31 August. The Nomination Committee is the AGMs’ governing
body with the sole purpose of preparing the AGM’s resolutions on elec-
tion and remuneration issues.

The Nomination Committee is mandated to serve until a new com-
mittee is appointed. In accordance with the nomination process, the
Chairman of the Committee is the member representing the largest
shareholder, unless the Nomination Committee has agreed otherwise.
If, after the publication of the Committee members, a shareholder rep-
resented on the Committee is no longer among the four largest, its
representative must vacate his or her seat in favour of the shareholder
who has become one of the fourlargest. Marginal changes donotneed
to be considered. Shareholders appointing a representative to the
Committee have the right to dismiss this representative and appoint
a new representative instead. Any change in the composition of the
Committee shall be published.

The Nomination Committee prepares proposals on the following
issues for resolution at the AGM:

Chairman of the Meeting
Board of Directors and Chairman of the Board

Board fees, distributed between the Chairman and other Board
members, and any remuneration for committee work

auditor and fees for the Company’s auditors

any changes in how the Nomination Committee is appointed

The Nomination Committee’s proposal to the Board of Directors is
presented in its entirety to ensure that the Board meets competence,
diversity andindependence requirements. Shareholders with views on

Name

Representing

Holding 31-08-2017 Holding 31-12-2017

Erik Térnberg (Chairman of the Nomination Committee)
Sven Hagstrémer (Chairman of the Board of Avanza)
Magnus Dybeck

Per Colleen
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Creades AB
Hagstromer family and companies

Dybeck family and companies
Fjarde AP-fonden

3,060,000 (10.3%)
3,048,246 (10.2%)
1,136,550 (3.8%)
1,014,249 (3.4%)

3,060,000 (10.2%)
3,078,246 (10.3%)
1,284,600 (4.3%)
1,024,249 (3.4%)
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the Board's composition or proposals for new members may submit
themto the Nomination Committee wellin advance of the AGM. Nom-
ination proposals received by the Nomination Committee from share-
holders are reviewed as part of the nomination process. Proposals can
be sent by email to valberedningen@avanza.se or by post to:

Avanza Bank Holding AB
F.A.O.: Valberedningen
Box 1399

111 93 Stockholm

Although Committee members are not remunerated for their work,
Avanza refunds reasonable costs deemed necessary for them to
undertake their duties.

The Committee has agreed that Erik Tornberg, Creades AB, will
remain in the position of Chairman of the Committee. The Nomination
Committee’s proposals, as well as areport on its work, are published in
conjunction with the notice of the AGM.

The Nomination Committee held two recorded meetings in 2017,
at which all members were present. The Nomination Committee also
conducted an evaluation of the Board and its work, where the size and
composition of the Board were evaluated in terms of industry experi-
ence and competence.

When preparingits proposal for Board fees, the Nomination Commit-
tee uses comparisons to companies operating in similar spheres and
with a similar size and complexity. Attention is paid to the reasonability
of the remuneration based on the responsibility and work required and
on the contribution the Board can make to the Company’s value.

C. Annual General Meeting (AGM)
Shareholders exercise influence over Avanza through active parti-
cipation at the AGM, which is Avanza's most senior decision-making
body. In accordance with the Articles of Association, the AGM elects
the Company'’s Board members and appoints Avanza's auditors. In
addition, decisions are taken on the adoption of the income statement
and balance sheet, consolidated income statement and consolidated
balance sheet, dividends and other profit distributions, the discharge
from liability of members of the Board and the CEO, finalisation of the
nomination process, the guidelines for remuneration to senior man-
agement and otherimportantissues.

The AGM is held in Stockholm during the spring and notice is issued
no earlier than six weeks and no later than four weeks in advance.

Inordertoexercise their vote at the AGM, shareholders must be pres-
ent at the meeting either in person or through a proxy. Furthermore,
shareholders mustbe registeredin theirown nameinthe share register
on the specified date prior to the meeting and also have registered to
attend the meeting in accordance with the notice.

Corporate governance report

The AGM's resolutions normally pass with a simple majority, i.e. more
than half of the total number of votes cast, unless otherwise specified
by the Swedish Companies Act. Shareholders wishing to add a matter
tothe agendaatthe AGMmay submitawrittenrequest. Suchrequests
must be received by the date indicated on Avanza's website, which for
the AGM 2018 was 30 January 2018. Requests are to be sent to:

Avanza Bank Holding AB
F.A.O: Bolagsjuridik

Box 1399

111 93 Stockholm

The date and time of the next AGM, and information on how share-
holders can exercise their right of initiative, are posted on the Compa-
ny’s website under the Corporate Governance section at the latest in
conjunction with the publication date of the third interim report of the
year preceding the AGM. Minutes and supportingdocumentation from
previous AGMs are also available in the same section.

Extraordinary General Meetings may be held if the Board deems
necessary or if the Company's auditor or a shareholder holding at least
ten per cent of the shares requests such a meeting.

At Avanza's AGM held on 31 March 2017, 238 shareholders were
represented, corresponding to 51 per cent of the total number of
shares and votes. The AGM was webcast live on Avanza's website.
The Company’s auditor and all Board members were present at the
Meeting.

At the AGM 2017, the following resolutions were adopted:

® adoption of Avanza'sincome statement and balance sheet and the
consolidated income statement and balance sheet

appropriation of profit according to the adopted balance sheet
discharge from liability for the Board and the CEO
determination of the number of Board members

determination of Board fees and auditor's fees

election of the Board of Directors and Chairman of the Board and
appointment of the auditor

® authorisation for the Board to acquire own shares

® establishment of nomination procedures

e establishment of remuneration guidelines for Group Management

Theproposaltoissue warrantsfortheincentive programme foremploy-
ees of the Avanza Group did not receive the support of a sufficient
majority. Consequently, an Extraordinary General Meeting was held
on 5 July 2017. The EGM resolved to establish a new incentive pro-
gramme based on warrants for employees of the Avanza Group. The

Appoints . .
B. Nomination Committee
Abpoints Nominates Board, Chairman of
D. External auditors PP C. Annual General Meeting the Board, auditor
» Appoints Appoints
G.3 Internal audit F. Board of Directors F.1 Remuneration Committee
Examines
Appoints . .
E. Avanza Bank Holding AB (publ) F.2 Credit Committee

Audits

Exercises ownership and
control over the subsidiaries
T

Avanza Bank AB (publ) Avanza Fonder AB
Avanza 2017

Placera Media Stockholm AB

Forsakringsaktiebolaget
Avanza Pension

(7]
(2]
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incentive programme expires in August 2020 and comprises a total
of 450,000 warrants that grant entitlement to subscribe for an equal
number of shares. If all the warrants are exercised, the dilution effect
will be 1.5 per cent. A total of 147 shareholders were represented at
the EGM, or 52 per cent of the total number of shares and votes.

D. External auditor

The external auditor is an independent reviewer of Avanza's financial
statements and determines whether they in all material respects are
correctand provide a fair presentation of the Company andits financial
position and results.

At the AGM 2017, Ohrlings PricewaterhouseCoopers AB (PwC),
with Catarina Ericsson as Auditor-in-Charge, was re-appointed audi-
tor for the period until the AGM 2018. PwC, with Catarina Ericsson as
Auditor-in-Charge, has performed the auditing duties since the AGM
on 14 April 2011.

The auditor presents the AGM with an audit report on Avanza’s
annualreportand consolidated financial statements, the appropriation
of the Company’s profit or treatment of its loss, and the administration
of the Board and the CEQ, and offers an opinion on the corporate gov-
ernance report. In addition, the auditor submits reports on day-to-day
managementandinternal control,in writing as wellas orally to Avanza's
Board, at least twice a year and delivers an audit report on the annual
accounts and annual report.

The audit is conducted in accordance with the International Stand-
ards on Auditing (ISA), issued by the International Federation of
Accountants (IFAC).

The auditor's fees are charged on an on-account basis. In 2017, fees
paid to PwCforauditing duties totalled SEK 2,208 thousand. The total
remuneration paid to PwC is shown in Note 10.

E. Avanza Group

Avanza strives to maintain a clear and transparent organisational struc-
ture. Reporting from subsidiaries takes place onamonthly basis. Avan-
za's Board of Directors is also the Board of Directors of the subsidiary
Avanza Bank. The Boards of other subsidiaries consist of both internal
and external members to ensure independence and a high level of
overall competence for each company.

CEO and Group Management

The CEOQ is responsible for the day-to-day management of the com-
pany in accordance with the Swedish Companies Act and Avanza's
instruction for the CEO, which is laid down by the Board. The CEQO is
responsible for keeping the Board informed on the Company’s oper-
ations and ensuring that the Board has the information that members
needtomakeinformeddecisions. Inaddition,the CEO ensuresthatthe
Chairman is continuously kept abreast of the Group's development. In
2017, the Board of Directors appointed Rikard Josefson as the new
CEO. He took over the position from Johan Prom in November.

E. The Avanza Group

Avanza Group Management consisted at year-end 2017 of:

e Rikard Josefson, CEO of Avanza Bank Holding AB (publ)/ Avanza
Bank AB (publ)

e Birgitta Hagenfeldt, CFO and Deputy CEO of Avanza Bank
Holding AB (publ)/ Avanza Bank AB (publ)

Gustav Berggren, Head of the Private Banking

Maria Christofi Johansson, Head of Customer Relations
Teresa Schechter, Chief Legal Officer

Peter Stromberg, CIO

Annika Saramies, CEO of Férsakringsaktiebolaget Avanza
Pension

e Peter Westling, Marketing Director

More information on Group Management s available on Avanza’s web-
site and on pages 44-45.

Group Management holds formal meetings every two weeks as
well as informal meetings as needed. The meetings address Avanza’s
results and strategy, priorities and status of major projects and initia-
tives, with regular reports from Compliance and Risk Control.

Suitability assessment

Avanza has internal guidelines on the suitability assessment of the
CEO and other members of Group Management as well as the heads
of control functions. Assessments are made in conjunction with new
appointments and regularly as required, to determine whether the
person in question has adequate knowledge, insight and experience
and is suited to the role. Potential conflicts of interest are also taken
into consideration. Background checks are conducted at least once a
year. Internal suitability assessments are done as well of persons with
responsibility for the Group’s AML work, which is a consequence of
the Fourth Anti-Money Laundering Directive and the new anti-money
laundering law. This is done to ensure that the risk analysis and work
are performed correctly.

Remuneration to Group Management

Group Management's remuneration shall reflect each individual's
experience, competence and performance. Remuneration comprises
a fixed salary and a variable portion based on performance. The vari-
able remuneration is based on a qualitative assessment of individual
performance in relation to established individual targets and the Com-
pany’s earnings. An appropriate balanceis struck between fixed salary
and variable remuneration, and it must be possible to set the variable
remuneration at SEK 0. Variable remuneration for members of Group
Management may never exceed 100 per cent of fixed salary for the
same financial year.

Avanza Bank Holding AB (publ)

100% ‘ 100%

Avanza Fonder AB

Avanza Bank AB (publ)
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Forsakringsaktiebolaget
Avanza Pension

Placera Media Stockholm AB
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Board meetings 2017

Financial budget for the coming year, report from
internal auditors and prioritised areas for the
Board during the coming year

Report on external audit
Quarterly reports

Allocation of shares related to employees’
exercise of warrants and allocation of warrants in
the employee incentive scheme

Evaluation of potential conflicts of interest

Quarterly report
Extra Annual General Meeting (decision on
employee incentive scheme)

The criteria governing variable remuneration must not encourage irre-
sponsible risk-taking or behaviour that may cause conflicts of interest
in relation to customers, partners, other companies in the Group or
other activities within Avanza.

Members of Group Management have acquired warrants on prevai-
ling market terms in accordance with the warrant programme appro-
ved by the Extraordinary General Meeting on 5 July 2017.

Matters concerning the CEQO’s terms of employment, remunera-
tion and benefits are prepared by the Remuneration Committee and
approved by the Board. Remuneration to other members of Group
Management is determined by the Board, based on proposals from
the Committee, following consultation with the CEO.

Corporate culture and policies
Avanza's corporate culture draws its energy from a vision to create a
better future for millions of people. The key is that what we achieve
is meaningful and important. The climate is characterised by collab-
oration and humility, and to constantly challenge and think differently.
Decision-making channels are short and there is room to grow.

Avanza has a Group-wide diversity and equality policy. For us, diver-
sity and equality mean capitalising on the knowledge, experience and
views of all our employees in order to enrich and influence every area
of the Company. Avanza feels that groups of employees with different
experiences and perspectives are more effective and dynamic than
those that are more alike. The policy also ensures that all employees
are treated fairly and that there is no discrimination. Issues of equal
treatment are monitored through employee surveys. Gender equality
isreflectedin every part of the business. Avanza's managementhas an
even gender distribution with 4 women and 4 men. Among the manag-
ers, 20 are women and 32 men; see also Note 9 and page 94-95.

Occupationalhealthand safetyis a priority. Healthy employees make
for a better, more effective organisation and higher profitability. The
overarching goal of Avanza's occupational health and safety work is to
create and maintain an environment where employees have the right
opportunities given their position and goals. Avanza has an occupa-
tional health and safety committee that works with the overall struc-
ture for systematic occupational health and safety and issues of equal
treatment.

Taken together, this produces higher quality and a positive working
climate that strengthens Avanza.

Avanza 2017
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Annual accounts, year-end report, financing
Report from external auditor

Determination of proposals to present to the
Annual General Meeting

Determination of remuneration to Group
Management and those responsible for
Control functions

Annual General Meeting
Constituent meeting of the Board
Strategy issues

Quarterly reporting
Day of strategy

Strategy and development issues
and report on internal audit

Regulatory training

Avanza has a code of conduct that includes our ethical guidelines.
This code applies to all employees and provides guidance on how we
build long-term relationships with our stakeholders by describing the
responsibility that comes with being an employee. The code contains
Avanza's views on business ethics and routines for reporting as well
as how we expect employees to actin ethical dilemmas. Animportant
aspect is preventing unethical behaviour, which is why we encourage
our employees to report improprieties. Avanza has a whistleblower
function where they can anonymously report suspected improper
behaviour.

All employees have a responsibility to understand the laws and
internal rules that affect and are pertinent to their work. After they are
hired,new employees are informed of current rules, which is then fol-
lowed up onaregular basis. In addition, individual departments arrange
separate training in specific areas.

As a company in the financial market, we have an obligation to help
maintain trust in the market. Avanza abides by Sweden’s anti-corrup-
tion laws and practices and under no circumstances accepts active
or passive bribery or other illegal payments. The Avanza Group works
continuously to fight corruption and has an internal anti-bribery pol-
icy that complies with Swedish law. The anti-bribery policy applies to
every employee of the Avanza Group and is established by the Board
of Directors. The policy isincluded in Avanza’s Code of Conduct andin
the mandatory compliance training for new employees. Supplemental
training is provided every three years for all employees. The compli-
ance training also provides information on the work being done in the
areas of anti-money laundering and terrorist financing as well as on
centrallaws and regulations and other key guidelines and policies. The
purpose is to stress the importance of these policies, increase under-
standingandaddressany questions. Neither the Avanza Group norany
of Avanza's employees or senior management have been convicted of
bribery or other crimes related to corruption. Avanza works proactively
to fight money laundering and terrorist financing, with all employees
sharing a responsibility to prevent the company from being exploited
and to report suspicious activity. We have an anti-money laundering
programme that includes a Group-wide policy and a risk and vulnera-
bility analysis. We also have internal training programmes for affected
departments. All customers are managed using a risk-based assess-
ment, where identity information is obtained when opening an account
and verified on aregular basis.
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All of Avanza's policies are easily available to employees, and it is their
responsibility to stay updated on internal and external regulations as
well as policies and instructions. As part of this, Avanza is affiliated
to Swedsec, which sets proficiency requirements, issues licenses and
requires compliance of those who work in the securities market. All
employees in brokerage operations, corporate finance and control
functions have Swedsec licenses, in addition to several in manage-
ment, Pro/PB and our savings coaches.

F. Board of Directors

The Board of Directors sets forth the business framework, appoints
the CEO and exercises control over the Company’s management. The
Board's duty is to manage the Group's affairs in the best interests of
Avanza and its shareholders in order to create the best conditions for
a sustainable business. The duties of the Board are governed by the
Swedish Companies Act, the Code and the formal plan that the Board
has established for its work.

Avanza's Board takes decisions on matters concerning the Group’s
strategic direction, major investments, organisational issues, acquisi-
tions and divestments. Furthermore, each Board establishes policies
and guidelines, as well as the terms of reference for the CEO. Where
applicable, subsidiaries establish work plans for those responsible for
Risk Control, Compliance, Internal Audit and the Actuarial function.

The AGM 2017 re-elected all current Board members. According
to the Articles of Association, the Board shall consist of no fewer than
five and no more than eight members. Avanza's Board consisted in
2017 of seven members elected until the next AGM and no deputies.
The Chairman of the Board is Sven Hagstromer. The Board held its
first meeting following election on 22 March 2017. Information about
the members of the Board can be found on Avanza’s website and on
pages 42—-43.

Diversity and suitability
Avanza has a policy to achieve diversity on the Board and guidelines
onsuitability assessments for Board members. The aim of the diversity
policy is to produce a Board with a range of educational and profes-
sional backgrounds and qualities, together contributing to anindepen-
dent, critically thinking body. The Board shall also consist of members
of varying age with an equal gender distribution. Information on the
Board's composition, age and background is shown on pages 42-43.
The suitability guidelines set forth how Avanza evaluates appointees
for their assignments, while taking into account possible conflicts of
interest. The Board shallbe made up of members who collectively con-
tribute to an understanding of relevant regulations and have the ability
toidentify the risks caused and faced by the Company. New members
are also evaluated in terms of the number of executive and/or non-ex-
ecutive positions they hold, to ensure they have the time needed for
Board work. These assessments are made in conjunction with new
appointments and periodically as needed. Background checks were
made on all Board members in 2017.

Attendance at recorded Board meetings 2017

The boards of the subsidiaries Avanza Bank AB, Avanza Fonder AB
and Forsakringsaktiebolaget Avanza Pension follow the policy on
board diversity and strive to maintain an even gender and age distri-
bution. Subsidiary boards consist of members with varying experience
andeducation, whichraises their overallcompetence,and are made up
of 60 per cent women and 50 per cent men.

Work of the Board in 2017
During the year, the Board held a total of 24 meetings, including 6
scheduled meetings, 4 extra meetings, 1 meeting following election
and 13 telephone/mail meetings. Board meetings by telephone/mail
mainly addressed decisions relating to Avanza's incentive scheme and
appointment of anew CEO.

At scheduled meetings, the following are always discussed:

e financial reporting

® operational reporting

@ reporting from the control functions Risk Control and Compliance
e creditreporting for the subsidiary Avanza Bank

Inaddition to the permanentitems on the agenda, the Board during the
year discussed the mattersin theillustration presented at the previous
page. The Board also focused on the implementation in the Group of
the EU’s new rules and the measures being taken to fully comply with
them, which affects Group operations in different ways. These rules
include MiFID 2, GDPR and PRIIP.

The Board also worked on and participated in the process that led
to Avanza Bank’s distribution of mortgages through the cooperation
with Stabelo as well as the investment in Stabelo, where Avanza owns
nearly 20 per cent.

At the end of each calendar year, an evaluation is undertaken to
improve the Board's work procedures and competence, where each
member is asked to fillin two documents. The results are communica-
ted to the Nomination Committee and compiledin areport, which then
forms the basis for any changes or upskilling.

Competence development in the Board of Directors
Each year the Board establishes a training plan that is appended to its
work planto give members abetter understanding of the various areas,
future rules and risks that affect the business as well as new products
and services Avanza is launching. Board members also visit various
parts of Avanza on their own initiative to better familiarise themselves
with specific areas. The Board's training needs are reviewed and spe-
cific measures are taken as needed to provide information andimprove
competenceinkey areas.In2017,the Board underwent training witha
focus on future regulations and risk management.

New members receive introductory training to quickly gain an over-
view of the Group and its operations and an understanding of Avanza's
values and culture.

Inrelation to the company In relation to the company’s

Member of the Board Attendance and its management largest shareholders
Sven Hagstromer, Chairman 24/24 Independent member Not independent member
Sophia Bendz 24/24 Independent member Independent member
Jonas Hagstromer 24/24 Independent member Not independent member
Birgitta Klasén 24/24 Independent member Independent member
Mattias Miksche 24/24 Independent member Independent member
Hans Toll 24/24 Independent member Not independent member
Jacqueline Winberg 24/24 Independent member Independent member
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Formal work plan of the Board of Directors

The Board operates according to aformal work plan, whichis reviewed
and adopted on an annual basis and regulates the division of duties,
decision-making, signatories, meeting procedures and the duties of
the Chairman. The Board'sresponsibilities and duties are also covered,
as are identification and management of potential conflicts of interest.
The work of the Board follows a plan that fulfils the Board's information
requirements and is otherwise governed by established procedures
for division of duties between the Board and the CEO. In addition, the
auditor presents the audit and observations to the Board. In 2017,
the Company’s auditor was present and reported to the Board at two
Board meetings. Company employees participate in the meetings as
rapporteurs and secretary.

Remuneration for Board members and attendance at
Board meetings
The AGM 2017 resolved that the Chairman and other Board members
are each to receive annual remuneration of SEK 300,000. In addition,
fees of SEK 42,000 were set for members of Avanza Bank’s Credit
Committee and of SEK 38,000 for members of the Company’s Remu-
neration Committee. Board members who receive a salary through
their employment with the Company are not entitled to Board fees.

Board work requires allmembers to engage and participate inissues
concerning the Company’s and the Group’s organisation and manage-
ment of its affairs, establishment of qualitative and quantitative opera-
ting goals, and approval of the Company’s strategy to achieve these
goals. This is in addition to Avanza's long-term financial interests, the
risks Avanza andits subsidiaries are and may potentially be exposed to,
and the capital required to cover these risks. The duties of the Board
are delegated to the committees as described below. On issues that
require specific expertise and integrity, the Board discusses which of
its members are the most qualified to oversee orinvestigate them. The
Board continuously evaluates the competence needs of each com-
mittee.

Board members have no individual areas of responsibility other than
the above and the committees specified below.

F.1 Remuneration Committee

The Board appoints the Remuneration Committee, which in the finan-
cialyear 2017 consisted of Sven Hagstromer and Jacqueline Winberg
(Chairman), and since October with Mattias Miksche as a deputy. The
Committee is responsible for evaluating and recommending the prin-
ciples for remuneration.

The Committee prepares proposals for fixed and variable remunera-
tion for Group Management and the managements of the subsidiaries
Avanza Bank AB, Avanza Fonder AB and Forsakringsaktiebolaget
AvanzaPension,andforthe heads of the control functions Risk Control
and Compliance. Remuneration is set by the Board.

The Committee also prepares issues relating to the CEO’s terms of
employmentand benefits for approval by the Board. The CEO’s variable
salary is reviewed annually and is dependent on achievement of the

G. Internal control and risk management,
Three lines of defence

Board of Directors
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CEO's individual goals, which are closely tied to Avanza's overarching
goals with a focus on customer satisfaction, employee engagement
and growth. To ensure that the decisions achieve long-termresults the
CEO has no goals tied to revenue or profit generation.

In 2017, the Committee held 14 meetings, at which allmembers par-
ticipated, and also kept regular contact.

F.2 Credit Committee
The Board of Directors of Avanza Bank AB appoints the members
of the Credit Committee, which during the financial year 2017 con-
sisted of Board members Sven Hagstrémer, Birgitta Klasén and Hans
Toll. The Committee is tasked with taking decisions on credit matters
that the entire Board has previously resolved, with the exception of
credit matters involving a potential conflict of interest, in which case
the entire Board will still take the decision. The Committee’s meetings
and decisions are recorded, and the minutes provided to the Board at
its next meeting.

In 2017, the Credit Committee held 11 meetings, at which all mem-
bers participated, and also kept regular contact.

F.3 Audit Committee

The Board of Directors of Avanza has chosen not to establish an Audit
Committee. Instead, the Board as a whole performs the work of the
committee. The Board meets the independence requirements of the
Swedish Companies Act and the Code, as well as accounting or audit-
ing competence requirements. To fulfil the committee's duties, the
Board must ensure that the financial reporting is of high quality and
evaluate the work of the auditors. Guidelines for procuring services
from the Group's accounting firm have been set forth. The Board also
assists the Nomination Committee in preparing the proposal to the
AGM on the auditor’s election. One Board member — Chairman Sven
Hagstromer since 2013 — always participates when Group Manage-
ment has reporting meetings with the Company’s auditor, in accord-
ance with a previous AGM resolution.

The Board maintains contact with the Company’s auditor to stay
informed on the scope of the audit and to discuss the auditor’s view of
the Company's risks. The auditor reported on the progress of her audit
and presented her recommendations to the Board on two occasions
in 2017. Internal Audit reported the results of the year's independent
review to the Board on two occasions in 2017.

G. Internal control and risk management

The Avanza Group is distinguished by good internal governance, risk
management and control, and operates in an ethically responsible and
professional manner with clearly defined roles and areas of responsi-
bility. The risk management processes are designed to be effective
and purposeful and include an independent risk control function with
responsibility for governance, follow-up and reporting of the Group's
aggregate risks.

3.

Internal Audit

Business units
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As a rule, the subsidiaries apply the same principles for governance,
risk management and control at an individual, company-specific level
as those at the Group level. Exceptions are made for specific legal or
supervisory requirements and, in terms of proportionality, for the sub-
sidiary’s operations, scope and/or complexity.

Three lines of defence principle

Risk management andrisk controlin the Group and its subsidiaries are
based on the three lines of defence principle. The first line of defence
is comprised of the business operations. The second line of defence is
comprised of Risk Control, Compliance and, for Forsakringsaktiebo-
laget Avanza Pension, the Actuarial function, which are independent
of each other and independent of other operations. The third line of
defence is comprised of Internal Audit, which reports directly to each
board.

1. First line of defence - risk managementin the
business operations

Risk management primarily takes place in the first line of defence,
which consists of business and support functions with specific respon-
sibility for each department. Within the regulatory framework for inter-
nal governance and control is a sub-framework for risk management
with policies, guidelines, instructions, routines, processes and limits
for each type of risk.

2. Second line of defence

2.1 Risk Control
Animportant part of risk management is to promote a sustainable risk
culture and risk-taking that never threatens the Company'’s survival.
The culture is based on the Board's and management's approach to
governance anddecision-making. Within the framework of the Group's
financial capacity, the Board has formulated a risk appetite, which has
been further broken down into CEQ limits and governing documents
(risk framework). To ensure that risk-taking stays within the risk appe-
tite and limit structures, risk management and control processes have
been putin place toidentify, valuate, manage, reportand monitor every
type of risk that the Company, including its subsidiaries, is exposed to.
Risk follow-up and control are performed in among other ways
through validation of risk measurement models, testing and evalua-
tion of the internal control environment, evaluation of risk maturities
and, not least, approval of major changes by Risk Control. Risk Control
provides an overview of the Group's risk exposure and limit utilisation
to management and the Board on both a monthly and quarterly basis.
The Chief Risk Officer reports directly to the CEO and presents
reports at all scheduled Board meetings, in addition to regularly
reporting to Group Management. The CRO also reports directly to the
CEO or the Chairman of the Board if needed.

2.2 Compliance

Compliance verifies that subsidiaries with licensing requirements
follow applicable laws, regulations, internal directives and accepted
practices. Compliance monitors and regularly assesses whether the
measures and routines that Avanza and its subsidiaries have intro-
duced are appropriate and effective. Compliance proposes internal
rules, routines and measures that are needed to minimise the risk of
non-compliance and to facilitate the Swedish Financial Supervisory
Authority (SFSA) in its supervisory capacity.
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Complianceis also responsible for training Avanza's employees on the
applicable rules for subsidiaries with licensing requirements. These
rules are disseminated, for example, through the Group’s internal reg-
ulations, training programmes and other types of information.

Complianceis directly under the supervision of the CEO of each sub-
sidiary and reports at all scheduled Board meetings and regularly to
Group Management, in addition to reporting directly to the CEO and
the Chairman of the Board if needed.

The subsidiaries Forsakringsaktiebolaget Avanza Pension and
Avanza Fonder AB since 2017 have their own compliance functions,
which previously had been outsourced within the Group.

In 2017, the SFSA conducted two supervisory visits to Forsakring-
saktiebolaget Avanza Pension. Avanza has not received any sanc-
tions for failure to comply. The SFSAin 2017 upgraded the subsidiary
Avanza Bank to supervisory category 2. This mainly means expanded
supervision and a more continuous dialog with the SFSA, including
semiannual risk reviews. Moreover, the SFSA has reversed its previ-
ous decision to simplify Avanza Bank’s obligations with regard to its
recovery plan.

2.3 Actuarial function

The Actuarial functionis responsible for formulating and verifying that
the actuarial calculations by the subsidiary Forsakringsaktiebolaget
Avanza Pension meet established limits, and to assist the Board and
the CEO on matters involving methods, calculations and assessments
of technical provisions and insurance risks as well as reinsurance pro-
tection and other risk reduction techniques.

The Actuarial function, which has been outsourced to Forsakrings-
matematik AB, reports to the CEO. When needed, the Actuarial func-
tionreports at the board meetings of Forsakringsaktiebolaget Avanza
Pension.

3. Third line of defence - Internal Audit

The internal audit function is appointed by and directly under the
supervision of the respective board of directors. Internal Audit’s work
isbased onan audit plan established by the Board. The planisbased on
arisk analysis and the work comprises an examination and assessment
of whether systems, internal control activities and routines are appro-
priate and effective, including work performed by the control functions
in the second line of defence. The internal audit function also issues
recommendations and verifies that they are followed, reporting in writ-
ing atleast once a year to the CEO and the Board of Directors.

Internal auditing has been outsourced to external consultants to
ensure the quality and independence of the evaluation and review.
In 2017, the Board of Directors commissioned the external consul-
tancy OMEO Financial Consulting AB (OMEQ) to perform the internal
audit.

Internal Audit's reviews of Avanza Bank in 2017 comprised lending,
counterparty risk management and cash management. For Avanza
Pension, Internal Audit primarily reviewed regulations regarding noti-
fication of changes in major shareholdings, investment rules, counter-
party evaluations and Solvency Il rules. For Avanza Fonder, transpar-
ency and counterparty evaluations and the fund management process
were the focus of the review.

The results of the year's internal audits were reported at the Board
meetings in June and December 2017.
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Board of Directors’ report on internal control
over financial reporting

The Board is responsible, under the provisions of the Swedish Com-
panies Act (SFS 2005:551), the Swedish Annual Accounts Act (SFS
1995:1554) and the Swedish Code of Conduct for Corporate Gover-
nance (“the Code"), for internal control for both Avanza Bank Holding
AB (publ), referred to below as “Avanza’, and the entire Avanza Group.
This description is limited to internal control over financial reporting
and constitutes a part of the Corporate Governance Report, which is
appended to the Company’s Annual Report.

System of internal control and risk management over
financial reporting

Internal control over financial reporting is a process, the purpose of
whichis to ensure compliance with the established principles for inter-
nal control and financial reporting, and that the financial reporting is
prepared in accordance with laws, regulations, applicable accounting
standards and generally accepted accounting principles, as well as all
other requirements for companies with transferable securities listed
for trade in a regulated market.

Control environment

The keys to Avanza's internal control over financial reporting are the
control environment described in the Corporate Governance Report,
a clear and transparent organisational structure, the distribution of
responsibilities, and governing internal documents such as policies,
guidelines and instructions. Examples include the work plans for the
Board and CEO as well as for Risk Control, Compliance, the Actuarial
functionand Internal Audit. Guidelines are alsoin place forinternal gov-
ernance, control and reporting, along with authorisation instructions
and the information policy.

Another component of the control environment is risk assessment,
i.e. identification and management of risks that can affect financial
reporting,as wellas the control activities to prevent, identify and rectify
errors and discrepancies.

Risk management

Management within Avanzaofrisksrelatedtofinancial reportingis pro-
active and emphasises continuous assessments, controls and training.
Avanza applies available techniques and methods in a cost-effective
manner. Risk management is an integral part of the business opera-
tions. Refer to previous page for further information.

Control activities

Control activities are integrated into the financial reporting process.
They include both general and more detailed controls, which are
designed to prevent, identify and rectify errors and discrepancies.
Control activities are formulated and documented at a Company-wide
and department level, based on a reasonable level of risk of errors and
theirimpacts. Each departmentmanager has primary responsibility for
managing the risks associated with the department’s operations and
financial reporting processes.

Ahigh level of IT security is also crucial to effective internal control
overfinancial reporting. For thisreason, rules and guidelineshave been
established to ensure the availability, accuracy, confidentiality and
traceability of the information in the business systems.
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Information and communication

Avanza's information and communication channels are designed to
promote thoroughness and accuracy in the financial reporting. Gov-
erning documents applying to the financial reporting have been made
available andknown to appropriate employees through the Company's
intranet and have been supplemented with relevant routines and pro-
cess descriptions.

Continuous information, dialogue, training and controls ensure that
the employees are aware of and understand the internal regulations.
This ensures a high standard of financial reporting. The entire Group
applies the same system for financial reporting.

Follow-up

Avanza's Controller function compiles and reports financial and oper-
ating data and analyses to department managers, Group Manage-
ment and the Board. Moreover, the accounting and control depart-
ment actively monitors operating expenses in relation to budgets and
forecasts. This work is undertaken in close cooperation with Group
Management and managers in the organisation.

The control functions Risk Control, Compliance and Internal Audit
monitor compliance with policies, guidelines and instructions. Addi-
tionally, Avanza has an internal management organisation to follow up
and evaluate internal control and risk management with a focus on the
financialreporting. The internal management organisation, which con-
sists of representatives from Finance, Back Office, Trade, Pension, IT,
Risk Control and Compliance, held four recorded meetings in 2017.

The Board receives monthly financial reports, and the financial situ-
ation is addressed at every Board meeting. Prior to each meeting, the
Board receives a report from Risk Control and Compliance. All these
reports are based on an evaluation of the Group's activities and cover
the entire organisation.

The Board also reviews the quarterly financial reports and annual
accounts, as well as the observations and conclusions of the external
andinternal auditors.

The Group's information and communication channels are followed
up on a regular basis to ensure they are appropriate for the financial
reporting.

Assessment and position on internal audits
Internal Audit's work is based on an audit plan established annually
by the Board of each subsidiary. The plan is based on a risk analysis
and the work comprises an examination and assessment of whether
systems, internal control activities and routines are appropriate and
effective, as well as issuing recommendations, controlling that these
recommendations are followed and reporting in writing atleast once a
year to the CEO and the Board of Directors

Internal auditing is managed by external consultants for the purpose
of ensuring the quality and independence of the evaluation and review.
The Chairman of the Board of each subsidiary meets with the internal
auditors to discuss which issues to focus on.
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Board of Directors and Auditors

Board of Directors and
Auditors

Sven Hagstromer Sophia Bendz Jonas Hagstromer Birgitta Klasén
Chairman
Born 1943 1980 1982 1949
Elected 1997 2015 2015 2014
Committees Remuneration & Credit Credit Committee
Committee = =
Education Studies at Stockholm Business Management and MBA from Lund Univer- MSc Engineering Physics
University Marketing at Stockholm sity, studies at Hong Kong from the Royal Institute of

University, Arts at Baruch
College, New York and studies
atHyper Island, New York

University of Science and
Technology

Technology in Stockholm,
Economics at Stockholm
University and MA Education
from the Stockholm Institute
of Education

Diversity and suitability

Over 40 years of experience
in the finance industry. Highly
skilled business executive and
entrepreneur who has foun-
ded several companies and
co-financed others outside
the finance industry. Strongly
engaged in various social
projects, including projectsin
gender equality and diversity.
Thorough knowledge of and
keen feel for the financial
markets.

Experience in public relations
and e-commerce, including
helping to build and grow the
groundbreaking company
Spotify. Contributes a valuable
perspective on the digital
future.

Experience from corporate
finance, investment compa-
nies and board assignments
for anumber of companies.
Broad knowledge of the finan-

cial market. Contributes an
investor's and shareholder’s
perspective as well as exper-
tise in the inner workings of
the financial services sector.

Extensive IT experience and
expertise. 19 years asan
executive atIBM, amember
of anumber of boards in the
banking and IT industries, and
experience as an|T consultant
for corporate managements
and boards. Realistic and fact-
based understanding of the
technology Avanza uses and
whatis required for Avanza
to stay on the technological
forefront.

Relevant employment history

Founded Sven Hagstromer

Fondkommission AB 1981.

Chairman of Avanza's Board
of Directors since 1999

2013-2016 Board member
of Norstedts, 2007-2014
Global Marketing Director

at Spotify, 2010-2011
Board member of Happy
Socks,2010-2011 Board
member and co-founder of
AllBright.se, 2006-2007

PR consultant at Prime PR,

2005-2006 Risk Manage-

ment Consultant at Deloitte,

2000-2005 Trading Assis-

tantat Handelsbanken Capital
Markets

2012~ Investment Manager

at Creades AB, 2007-2011

Associate and analystin Cor-

porate Finance at Keystone
Advisers

2008-2016 Board member
of Acando AB, 2009-2016
Board member of IFS AB,
2006-2008 Board member
of Telelogic AB,2005-2008
Board member of OMX AB,
2004-2005 ClO at EADS,
2000-2005 Board member
of Foreningssparbanken,
1996-2001 CIO at Pharmacia
& Upjohn, 1995-1996 CIO
at Telia, 1976-2004 Various
executive positions at IBM,
including VP of its wholly
owned outsourcing company
Responsor AB

Other significant assignments

Chairman of Creades AB and

Executive in Residence at

Chairman of Inet AB, Board

Senior IT Advisor, Board

Biovestor AB, Board member Atomico, Board member of member of Biovestor AB and member of Assa Abloy AB
of Doberman AB and Kindred Group, Telia Division Apotea AB
Doberman Group AB X's Advisory and Race for
the Baltic
Holdings on 31 December 6,138,246 (of which Creades 0 3,000 and indirect share- 9,000
2017 (incl. family and 3,060,000) holding via Biovestor and
companies) Creades
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Mattias Miksche Hans Toll Jacqueline Winberg
Born 1968 1970 1959
Elected 2008 2014 2003
Committees Remuneration Credit Committee Remuneration
Committee deputy Committee
Education Master of Science in Business Master of Science in Business Master of Science in Business

and Economics, Stockholm
School of Economics

and Economics, Stockholm
School of Economics

and Economics, Stockholm
School of Economics

Diversity and suitability

Extensive expertise in Inter-
netand mobile services.
Experience developing and
improving digital interaction
with customers and users in
various industries. Entrepre-
neur and executive who has
built successful companies
in the digital world and expe-
rience from various board
assignments.

20 years of experience from
the financial sector with
broad network of contacts.
Thorough understanding of
Avanza's operations and chal-
lenges after his previous role
as Deputy Managing Director
at Avanza Bank. Background
as financial analyst with deep
understanding of the financial
services sector, its players and
financial instruments.

Broad expertise in corporate
governance, the impact of
corporate culture and dif-
ferent types of leadership.

Experience from the banking

sector and with board assess-
ments and directors’ duties.
Contributes knowledge in
succession planning, execu-
tive search and compensation
issues.

Relevant employment history

2005-2016 Founder and
CEO of Glorious Games
Group AB (formerly Stardoll),
2009-2016 Board member
of Sportamore AB, 2003~
2005 Founder and CEO of
Boxman AB (now Lovefim
Nordic),2003-2005
Board member of E*TRADE
Sverige, 2002-2003 CEO
of E'TRADE BANK AG
(Germany), 2000-2002 CEO
of E'TRADE Sverige

2010-2013 Deputy Manag-
ing Director and Head of Bank
and Investments at Avanza
Bank, 2002-2010 Portfolio
Manager at RAM One —
Rational Asset Management
AB, 1999-2002 Analyst
at Investor Trading AB,
1995-1999 Financial Analyst
atInvestor AB

2006-ff Managing Partner,
Stanton Chase, 1996-2005
Partner at Ray & Berndtson
in Sweden, 1995-1996 Con-
sultant at Michaél Berglund
Chefsrekrytering,1985-1990
Handelsbanken,1984-1985
PK-banken

Other significant assignments

Chairman of Glorious Games

Board member of Creades AB

CEO, Founder, Managing

Group AB (formerly Stardoll), and Bright Sunday AB Partner and board member of
Board member of Dustin Stanton Chase International
Group AB, Euroflorist Intres- AB, Board member of Aktie-
senter AB and PriceRunner bolaget Fastator and Offentliga
Group AB HusiNorden AB
Holdings on 31 December 2,790 25,000 1,700

2017 (incl. family and
companies)
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Auditors

Ohrlings

Pricewaterhouse

Coopers AB

Auditor-in-Charge

__CatarinaEricsson

Born 1966

Authorised Public

Accountant
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Group Management

Group Management

Rikard Josefon Gustav Berggren* Maria Christofi Birgitta Hagenfeldt
Joh n
Born 1965 1980 1970 1961
Position CEO Head of the Private Bank Head of Customer Relations CFO, Deputy CEO
Employed 2017 2007 2000 2008
Education B.A Economics LL.M.European Law from LL.M. Stockholm University MBA, Orebro University
Stockholm University Ghent University, Law at
Stockholm University, Political
Science at Stockholm Univer-
sity, Business Administration
and Leadership at Suffolk
University
Employment history 2011-2017 CEO of Lansfor- 2006-2007 Management 1996-2000 Account Man- 2002-2008 Head of Admi-
sakringar Bank, 2000-2004 Trainee Blendow Consulting ager for external funds at SEB nistration at RAM One Ratio-
CEO of SEB Finans, 2011 nal Asset Management AB,
Head of Global Transaction 1980-2002 Authorised
Services at SEB,2004-2010 Public Accountant and Head
Deputy Head of Retail Sverige of Financial Auditing at KPMG
SEB, 1999-2000 CEO of
Latvijas Unibanka (SEB),
1998-1999 Project Manager
atSEB
Holdings on 31
December 2016
(incl. family)
Shares 2,000 600 8,600 62,660
Warrants (corresponding
number of shares) 10,000 66,380 43,090 58,670

* GustavBerggren left Avanza on 31 December 2017.
Gunnar Olsson will take over as COO and amember of Group Management by 1 March 2018.
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Group Management

Peter Westling

Annika Saramies Teresa Schechter Peter Strémberg
Born 1975 1970 1972 1971

Position CEO Forsakringsaktiebolaget CLO Clo Head of Innovation and

Avanza Pension Marketing
Employed 2007 2006 2014 2012
Education Studies at University of LL.M. University of MSc Business Administration MBA, Stockholm University

Western Sydney and Orebro Gothenburg & Information Technology,
University Gotland University College/
Stockholm University

2002-2011 CEO, Partner
and Communication Strate-
gistat Garbergs advertising

2010-2014IT Director IT-
Service Management RSA

2006-2017 Head of Com-

2005-2007 Corporate Sales
pliance/Legal/Surveillance

Employment history

at SEB TrygglLiv,
2001-2004 Pension at Avanza Bank AB, 2004~ Scandinavia
insurance broker at 2006 Compliance Officer and 1998-2010 Vice President firm
Max Matthiessen, Corporate counsel at Aktie- OMX Technology Nasdaq
2000-2001 Pension invest FK AB,2002-2004 OMX
insurance broker at Jahaya Legal Councel at Swedish
AB, 1998-2000 Insurance Shareholders’ Association,
advisor at Capena Fond och 1999-2001 Corporate
Forsakring Councel at Aktiesparinvest /
HQ.se AB
Holdings on 31
December 2016
(incl. family)
Shares 99 0 0 800
Warrants (corresponding
number of shares) 12,570 5,120 26,360 63,620
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Stockholm, 22 February 2018

Sven Hagstromer

Chairman of the Board
Sophia Bendz Jonas Hagstromer Birgitta Klasén
Board member Board member Board member
Mattias Miksche Hans Toll Jacqueline Winberg
Board member Board member Board member

Rikard Josefson
CEO

Auditor’s statement on the Corporate governance report

To the general meeting of the shareholders in Avanza Bank Holding AB, corporate identity number 556274-
8458

Engagement and responsibility
Itis the board of directors who is responsible for the corporate governance statement for the year 2017 on
pages 34—46 and that it has been prepared in accordance with the Annual Accounts Act.

The scope of the audit

Our examination has been conducted in accordance with FAR's auditing standard RevU 16 The auditor’s
examination of the corporate governance statement. This means that our examination of the corporate gov-
ernance statement is different and substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and generally accepted auditing standards in Sweden. We believe that
the examination has provided us with sufficient basis for our opinions.

Opinions

A corporate governance statement has been prepared. Disclosures in accordance with chapter 6 section 6
the second paragraph points 2-6 the Annual Accounts Actand chapter 7 section 31 the second paragraph the
same law are consistent with the annual accounts and the consolidated accounts and are in accordance with
the Annual Accounts Actregaring the parent company and with the Annual Accounts Act for Credit Institutes
and Securities Companies regarding the consolidated accounts.

Stockholm, 22 February 2018

Ohrlings PricewaterhouseCoopers AB

Catarina Ericsson
Authorized Public Accountant
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Administration report

Administration report

The Board of Directors and the CEO of Avanza Bank Holding AB (publ), Corporate
Identity Number 556274-8458, hereby present the annual report for 2017. A Cor-
porate Governance Report is provided separately from the administration report on
pages 34—46. Avanza’s annual report is available at investors.avanza.se/en.

Group structure

Avanza Bank Holding AB (publ) is the Parent Company of the Avanza
Group. The operational activities are conducted by the wholly-owned
subsidiaries Avanza Bank AB (publ), Férsakringsaktiebolaget Avanza
Pension (“Avanza Pension”) and Avanza Fonder AB, the operations of
which are supervised by the Swedish Financial Supervisory Author-
ity. Placera Media Stockholm AB is also included in the Group, a
media company that publishes topical news and independent advice
on the financial website Placera and the weekly financial magazine
Borsveckan. The subsidiary Avanza Forvaltning AB is responsible for
the holding of all the warrants which are acuired to be sold to the per-
sonnel under the terms of the established warrant program.

Description of the operations

Avanza offers leading digital services for savings at low prices and a
broad range of savings products, simple decision-making tools and
a strong occupational pension offering. Customers are offered
cost-effective ways tosave in Swedish and foreign securities, currency
and savings accounts with no fixed fees and very low brokerage fees.
Avanza also offers mortgages at the market's lowest average rate.
Avanza primarily targets individual savers in Sweden, but also offers

services for professional traders and corporate customers, such as
entrepreneurs, asset managers and those looking for occupational
pensions.

Market and sales
The total value of the Swedish savings market is SEK 7,800 billion, of
which 51 per centis comprised of direct savings and the remaining 49
per centis comprised of pension-based savings.” As of 30 September
2017 Avanza had 3.6 per cent of the total savings market in Sweden,
anincrease from 3.2 per cent in the last twelve months. During Octo-
ber 2016 — September 2017 Avanza'’s share of the total net inflow to
the Swedish savings market amounted to 11.8 per cent, which was
significantly higher than the goal of taking at least 9 per centin 2017.
Ofthe pension-basedsavingsin Sweden,abouttwo thirdsis available
to Avanza. According to data from Svensk Forsakring, Avanza's share
oflifeinsurance premiums paid during the period October 2016 —Sep-
tember 2017 increased from a market share of 6.6 per cent to 7.2 per
cent. During the same period Avanza was the sixth largest player in
pension capital transfers in the Swedish life insurance market.

Activity and market shares 2017 2016 Change %
No. commission notes, thousands 30,800 24,600 25
No. commission notes per customer and month 3.8 3.8 -
Total turnover, SEK m 705,400 746,200 -5
Market shares Nasdaq Stockholm including First North:
No. transactions, % 14.2 13.5 0.7
Turnover, % 5.9 6.8 -0.9
Netinflow, SEK m
Standard 27,090 20,020 35
Private Banking -930 6,030 -116
Pro 640 450 42
Netinflow 26,800 26,500 1
Equity & investment fund accounts 130 6,840 -98
Investment savings accounts 17,900 13,400 34
Savings accounts 3,400 1,150 194
of which, external deposit accounts 3,490 1,100 218
Pension- & insurance-based accounts 5,370 5,110 5
of which, endowment insurance 2,330 2,540 -8
of which, occupational pensions 3,050 2,680 14
Netinflow 26,800 26,500 1
Net inflow/Savings capital, % 12 14 -2
For definitions see page 104-105.
* Savings barometer, published with alag, the latest refers to 30-09-2017.
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In 2017 the SIX Return Index gained 9 per cent while volatility was
lower than the previous year, SIX Volatility Index averaged 12.6, which
compares to 19.7 in 2016. The number of transactions among Avan-
za's customers were up by 25 per cent, while turnover was 5 per cent
lower. Avanza's share of the transactions on the Stockholm Stock
Exchangeincluding FirstNorthwas 14.2 per cent, Avanzawas thereby
still the largest player in terms of transactions.

The repo rate was unchanged during the year at —0.50 per cent. A
raise is not expected until earliest mid-2018.

The Swedish mortgage market is valued at over SEK 3,800 billion.”
The mortgage market is a relatively new area for Avanza. Avanza has
since 2013 offered mortgages on a small scale to its Private Banking
customers, Superbolanet PB. Since the end of 2017 Avanza offers
Bolan+ to a broader cutomer group.

In 2017, the net inflow was SEK 26.8 billion, 1 per cent higher than
the previous year and hence the highest yearly inflow in Avanza's his-

tory, this despite afew large withdrawals connected to Private Banking
customers’ M&A activities. The largest share of the net inflow was to
ISA (Investment savings accounts), which offer tax advantages for
customers in the currentinterest rate environment.

The number of customers rose in 2017 by 140,000, a growth rate
of 25 per cent. Within occupational pension the number of customers
rose by 30 per cent. At the end of the year, Avanza had 710,600 cus-
tomers which is in line with Avanza's goal to reach 1 million customers
by 2020.

Savings capital at Avanza grew considerably in 2017 driven by the
high customer growth and net inflow as well as the the positive stock
market development. Savings capital amounted to SEK 273,4 billion
atyear-end, anincrease of 18 per cent from the beginning of the year.
During the same period, the stock market was up 9 per cent. Savings
capitalinISA grew by 36 per centand savings capitalinvestedin occu-
pational pension accounts increased by 33 per cent. At the end of the

Customers and accounts, SEK m (unless otherwise stated) 31-12-2017 31-12-2016 Change %
Standard, no. 687,770 550,910 25
Private Banking, no. 21,100 17,700 19
Pro, no. 1,730 1,990 -13
No. customers 710,600 570,600 25

of which occupational pension customers, no 63,700 49,100 30
Standard 155,830 129,150 21
Private Banking 108,900 95,100 15
Pro 8,670 6,750 28
Savings capital 273,400 231,000 18
Equity & investment fund accounts 82,800 77,350 7
Investment savings accounts 86,900 64,000 36
Savings accounts 12,900 9,450 37

of which, external deposit accounts 12,100 8,580 41
Pension- & insurance-based accounts 90,800 80,200 13

of which, endowment insurance 63,600 57,900 10

of which, occupational pensions 16,100 12,100 33
Savings capital 273,400 231,000 18
Equities, bonds, derivatives, etc. 159,510 145,280 10
Investment funds 80,200 58,900 36
Deposits 43,200 35,000 23

of which, external deposits 12,100 8,580 41
Lending -9,510 -8,180 16

of which, mortgage loans (Superbolanet PB) -5,280 -4,060 30

of which, margin ledning —-4,230 -4,120 3
Savings capital 273,400 231,000 18
Deposits/Lending, % 454 428 26
Net deposits/Savings capital, % 12 12 0
Return, average account since 1 Jan, % 6 6 0
SIX Return Index since 1 Jan, % 9 10 -1

For definitions see page 104-105.

* Swedish Bankers' Association, published with a lag, the latest refers to 30-06-2017.
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period, 29 per cent of customer capital was invested in investment
funds, an increase of four percentage points compared to the begin-
ning of 2017. Also, deposits share of savings capital, 16 per cent, was
higher than in the beginning of the year. Deposits increased in total by
23 per cent and lending rose by 16 per cent. Mortgage volume rose
by 30 per cent while margin lending was more stable. At the end of the
year lending was comprised of 56 per centmortgage loans and 44 per
cent margin lending.

Seasonal effects

Avanza has no major seasonal variations, except from the third quarter
which is characterised by lower personnel costs, due to employees’
summer vacation, and also seasonally low Corporate Finance activity.
The company'’s financial results are rather impacted by cyclical market
factors such as stock market development, volatility and the repo rate.
Customer and netinflow are normally higher at the beginning of the year.

Product and business development

In the first half of 2017, digital trading in the largest companies on sev-
eral of the major European stock exchanges was introduced on the
website and apps. Brokerage fees were reduced at the same time for
Europeantrading, toaslowasfrom 1 euro. Aspartofanefforttocreate
better offers, Avanza introduced the Stock Generator, an investment
supportwhich makesit easier tofilter through the wide range of stocks
on the website. Also, the stock inspiration were updated with tools and
popular inspiration lists.

During the year, Avanza introduced a fully digital application pro-
cess for corporate customers, minors and margin lending. Avanza
also enabled small companies, with up to four employees, to obtain
an occupational pension with the help of BankID. By simplifying the
process, applications can be filed digitally in just minutes. Moreover,
salesresources were consolidatedin Gothenburgand Stockholm. The
Malmo¢ office was closed and the Malmd region is being served from
Gothenburg ahead.

In September, Avanza Auto was launched — a simple, cheap and
automatic way to manage savings for all those who want to improve
their savings, but don't feel that they have the time, interest or know-
how. Avanza Auto is the collective name of six investment funds with
different risk profiles and investment horizons. Each fund comprises a
portfolio of securities managed by Avanza Fonder AB. The fund man-
agement is optimised continuously based on modern portfolio theory
developed by Nobel laureates and world-leading research. Avanza
Auto has had a strong inflow of capital. From the launch 29,000 cus-
tomers have invested over SEK 1.1 billion in the funds.

Durignthefall,as partofanefforttogive customersabetter overview
of theirinvestments, Avanza added a feature that allows customers to
track the value of cryptocurrencies in their account overview.

In November, Avanza launched, in coorporation with Stabelo,
Bolan+, a mortgage offering with Sweden’s lowest mortgage rate
with no requirement of other engagement. The purpose is to, as a
complement to Superboldnet PB, distribute mortgages to a broader
customer group. Stabelo is the lender and Avanza the distributor of
the mortgages. The offer is built on a model with a mortgage fund,
which pension providers and other institutional investors will have the
opportunity to investin and will generate new and stable revenues for
Avanza. Avanza's ownership interest in the parent company, Stabelo
Group AB, is just under 20 per cent.

In 2017, Avanza replaced and upgraded its trading system, Avan-
za's T core, as well as completed a system update in Avanza Pension.
These upgrades and modernisations have increased flexibility and
economies of scale and better prepare Avanza for the future. In addi-
tion, the website was continuously updated with new functions and
improvements every ten days. Development of the mobile appsis also
done onacontinuous process. New features include the ability to follow

Avanza 2017

Administration report

the online magazine Placera’s stock forum, set price alarms, save in
Avanza Auto, sign up as a customer through the apps, an introduction
of securities guides, allow customers to track share issues and other
offers and the option to track monthly savings.

Results

Income for 2017 rose by 7 per cent compared to last year mainly due
to higher fund commissions, but also higher other income. Lower net
interestincome and brokerage income had the opposite effect.

Brokerage income decreased by 4 per cent even though the num-
ber of commission-generating notes increased by 10 per centand the
number of commission-generating customers rose by 20 per cent.
Volatility in the equity market was low, which slowed trading activity.
Customer’s securities transactions was still being done in smaller vol-
umes and involved lower commission classes. This contributed to an
increase in brokerage income per SEK of turnoverin 2017, from 8.8 to
9.6 basis points. Fund commissions increased by 43 per cent, mainly
due to a strong fund inflow.

Net interest income decreased by 6 per cent compared to last year
mainly as a result of higher expenses for the deposit guarantee fee
and resolution fee, but also because of increased expenses for surplus
liquidity. This was to alarge extent offsetby higherlending.Thereporate
was —0.50 per cent in 2017, compared to an avergage of —0.48 per
centin 2016. STIBOR (3M) was on average on same level as in 2016.

Breakdown of operating income 2017

Brokerage income 46%

Fund commissions 24%
Net interestincome 11%
Otherincome 19%

Breakdown of operating expenses 2017

@ Personnel 63%

@ Marketing 5%

® 1T9%
Depreciation 2%
External services 11%
Other 10%
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Five-year overview, summary of the Group’s performance

Income Statements, SEKm 2017 2016 2015 2014 2013
Net commission 875 801 764 492 391
Net interest income* 108 114 139 192 195
Other income 2 3 2 0 1
Total income* 985 9219 9204 684 587
Operating expenses before credit losses” -544 —-453 —-420 -388 -360
Profit before creditlosses 441 465 485 296 227
Credit losses, net 0 -1 0 0 -1
Operating profit 441 465 485 296 226
Taxes -63 -66 -70 -46 -33
Net profit for the year 379 399 415 250 193
Balance Sheets, SEKm 31-12-2017 31-12-2016 31-12-2015 31-12-2014 31-12-2013
Treasury bills eligible for refinancing - - 250 - 165
Lending to credit institutions 1,731 1,583 1,701 4,535 9,078
Lending to the public 9,607 8,175 6,540 5,349 4,188
Bonds 14,420 13,244 11,850 6,070 =
Shares and participations 22 5 0 34 0
Assets in insurance operations 86,041 75,934 66,566 50,898 42,573
Other assets 4,399 1,675 1,714 410 631
Total assets 116,120 100,616 88,621 67,296 56,635
Deposits by the public 27,901 22,832 20,446 15,038 12,987
Liabilities in insurance operations 86,041 75,934 66,566 50,898 42,573
Other liabilities 651 443 384 545 281
Subordinated liabilities 99 99 99 - -
Total liabilities 114,693 99,308 87,495 66,481 55,841
Shareholders’ equity 1,427 1,308 1,126 815 794
Total liabilities and shareholders’ equity 116,120 100,616 88,621 67,296 56,635
Key ratios 2017 2016 2015 2014 2013
Operating margin, %* 45 51 54 43 38
Profit margin, %* 38 43 46 37 33
Earnings per share, SEK 12.66 13.45 14.23 8.64 6.67
Earnings per share after dilution, SEK 12.66 13.44 14.10 8.56 6.67
Return on shareholders' equity, % 28 33 45 32 25
Credit loss level, % 0.00 0.01 0.00 0.00 0.00
Income to savings capital ratio, %* 0.38 0.44 0.54 0.53 0.60
Costs to savings capital ratio, %* 0.21 0.22 0.25 0.30 0.37
Brokerage income per trading day, SEKm 1.8 1.9 1.9 1.2 1.0
Brokerage per commission note, SEK 34 M 55 68 71
Brokerage/Turnover, % 0.096 0.088 0.081 0.091 0.093
No. trading days 249.0 251.0 248.5 247.0 248.0
Average no. employees 383 343 323 283 269
Web service operational availability, % 99.9 99.9 100.0 99.7 99.9
Key ratios 31-12-2017  31-12-2016  31-12-2015  31-12-2014  31-12-2013
Shareholders' equity per share, SEK 47.57 43.83 38.37 28.22 27.49
Capital base/Capital requirement 1.562 1.66 1.67** 1.72 1.82
Cash dividend per share, SEK (2017; proposal) 10.50 10.50 10.50 7.00 8.00
No. shares, thousand 29,996 29,839 29,344 28,874 28,874
Average no. shares, thousand 29,890 29,660 29,172 28,874 28,874
Average no. shares after dilution, thousand 29,890 29,682 29,441 29,139 28,874
Market capitalisation, SEK m 10,300 11,000 10,800 7,450 6,030
Share price, SEK 344.10 369.00 367.50 258.00 209.00
No. employees 390 365 334 296 264

For definitions see page 104-105.

* Asof 2016, the deposit guarantee fee and the resolution fee are reported as interest expenses and a transfer has been made from other operating expenses
tonetinterestincome. Historical numbers have been adjusted.

** The figure of 31-12-2015 have been restated compared with the Annual Report 2015 in order to be comparable with the figure of 31-12-2016, which is
adjusted to the new Solvency 2 rules that took effect on 1 January 2016. Adjustments for previous years have not been made.
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Otherincomeincreased, largely due tohighercurrency-relatedincome
caused by increased trading in foreign securities. Corporate Finance
income were slightly up compared to the previous year as were the
revenues from Avanza Markets.

Operating expenses before credit losses increased by 20 per
cent year on year, in line with previous forecast. Operating expenses
increased mainly due to an increased number of employees due to
expanded development capacity. Personnel costs rose by 17 per cent

The operating profit for 2017 was SEK 441 million, a decrease of 5
per cent compared to 2016. The operating margin was 45 per cent.
Profit after tax decreased by 5 per cent to SEK 379 million which cor-
responds to earnings per share of SEK 12.66. The profit for the year
implies areturn on shareholders' equity of 28 per cent.

Future outlook

The conditions for future growth in profits in Avanza are impacted
by, among other things, the growth of the savings market, which has
grown by an average of 8 per cent a year in the last ten years. Global
uncertainty and concerns about falling property prices, rising interest
rates and amortisation requirements could lead to Swedish customers
choosing to save by paying off more on their mortgages rather than put
more money in the savings market. This in turn could have a negative
impact on the growth of the Swedish savings market in the short run.
However, Avanza’s growth opportunities are not limited by the growth
of the savings market, since many customers transfer their

capital from other banks to Avanza.

Another factor affecting Avanza's growth opportunities are the rap-
pidly changing conditions for the financial industry, partly due to new
user preferences and new regulations. Avanza has a strong brand and
high customer satisfaction, which together with amodern IT platform,
innovative strength and a scalable business model create opportuni-
ties to capitalise on these changing market conditions.

Digitisation and changing customer behaviour

Many people of today are managing more of their banking and sav-
ings by desktop and mobile phone. Demand for digital products and
tools is increasing, making availability, user experience and simplicity
more important. Mobile usage and digitisation has increased customer
mobility and the full-service offerings of the major banks is being bro-
ken apart by niche players. Price leadership will become increasingly
important and customers will need a better overview.

Due to the negative interest rates and continued focus on the
importance of fees, savers are turning to the stock market in search
of yield. The low interest rates are also positively affecting customers’
disposable income and savings potential. At the same time, low inter-
est rates are keeping pressure on net interest income. When interest
rates eventually turn higher, we expect to see the positive results of
the sharp increase in savings capital, even though customer growth
may slow slightly as stock market activity could decline. All else being
equal, without taking changes in customer behaviour into account, a
one percentage point change in interest rates with today’s volumes
would affect netinterestincome by about SEK 200 million.

Greater responsibility for the own future financial situation, not least
as a result of the gradual deterioration of national and collective pen-
sion and welfare systems, increases the need for individual savings,
which is also leading to higher demand for easy information, freedom
of choice, digital services and lower fees. Avanza benefits from this.

New regulations

The financial sector is in a period of extensive regulatory changes
driven by the EU. The MIFID Il regulation and the Insurance Distri-
bution Directive (IDD) introduced in January 2018 both increase the
requirements placed on consumer protection and transparency. Their
purpose is also to prevent conflicts of interest and ban advisory fees,
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to ensure thatinvestment advice is independent. The new regulations
create challenges and increased complexity for financial companies,
especially for companies offering financial advice for consumers. More
financial institutions will have to embrace cost-effective digitisation
and digital decision-making support at a time when savers are becom-
ingmore price conscious and less willing to pay. The assessmentis that
new regulations are likely to benefit Avanza more than others, since
they align with Avanza's values and customer strategy and the com-
petitiveness of Avanza's offering willbe accentuated. Avanza does not
offer individual advice and Avanza Pension is one of the few pension
providers in Sweden which does not pay commissions to insurance
brokers. As a result, a ban on commissions for advice does not affect
Avanza negatively but will rather benefit the company when it is clear
to savers what they are paying for advice and can question whether
they really need it.

In 2018 the new Payment Services Directive (PSD2) will be imple-
mented, regulating the relationship between banks that maintain
payment accounts and so-called Third Party Players (TPPs), which
offer payment initiation services or account information services. The
directive places stricter requirements on customer protection and
secure communication between parties, but also forces financial firms
to share account information with TPPs at the customer’s request.
At the same time, an updated version of the General Data Protection
Regulation (GDPR) will strengthen consumer protection, and will give
consumers more power over their personal data. PSD2 and GDPR
will give consumers rights to receive their personal data in machine
readable format. It willbe even easier for customers to switch providers
of various services and products. Thisis expected toincrease competi-
tion from smaller digital providers while also leading to price pressure.
For Avanza, the regulatory changes opens new opportunities to gaina
better overview of customers' finances which in turn creates opportu-
nities to offer new and innovative services, especially in the payments
market, and impoved tools.

The government has had an ambition for several years to simplify
the transfer market. An amendment proposed in August 2017 would
cover policies signed after June 2007 and give pension savers more
opportunities to impact their savings while setting limits on the fees
charged by insurers. As proposed, the amendments would take effect
on 1 July 2018 and is expected to positively impact Avanza’s growth
opportunities. Avanza has a strong occupational pension offer and
considering the stable growth and revenue model in pension savings,
itis along-term shock absorber in the event of market fluctuations.

Inits budget bill for 2018, the government proposed higher taxes on
investment savings accounts andendowmentinsurance. The proposal
was takenineffecton 1 January 2018. Both forms of savings offer tax
advantages, even after the tax increase, and Avanza does not expect
this to have a major impact on the inflow of savings capital.

The government’s previous proposal to introduce a tax on financial
services based on gross wages was withdrawn in 2017. Instead, from
2018, the resolution fee will be raised and then gradually reduced
through 2020.

Good opportunities to become more competitive and grow
earnings
Changing market conditions are expected to continue to squeeze
prices in the industry and benefit consumers, while also strength-
ening Avanza’s position when the competitiveness of Avanza’s offer
becomesclear.Givenacomingincreaseininterestrates andexpanded
product range that provides new, more stable income sources less
sensitive to market fluctuations, there are good opportunities for
Avanzatoincrease its income.

Staying competitive and profitable will require a lower cost to sav-
ings ratio and innovative product development. To ensure customers
the highest possible quality and enhance Avanza’s position, Avanza
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will continue to focus on efficiency improvements and digitisation.
Expenses are expected torise at a yearly rate of 8—10 per cent. Given
continued strong growth in customers and savings capital, we see
good opportunities to soon lower the cost to savings capital ratio to
below 20 basis points.

Financial position
Avanza is mainly self-financed by equity and customer deposits. Since
2017, Avanzais aparticipantin RIX, the Riksbank's fund transfer system.

All of Avanza's assets have a high level of liquidity and the majority of
the assets can be transferred within a couple of days. Surplus liquid-
ity is mainly invested in secured mortage bonds and with systemically
important Nordic banks and, to a lesser extent, in bonds issued by the
Swedish government, municipalities and county council. Of the liquid
assets of SEK 1,731 million as per the end of the year, SEK 50 million
were pledged as collateral mainly referring to Swedish credit institu-
tions and the stock exchange.

Avanza does not conduct, and has not previously conducted, trading
in securities on its own behalf.

All lending is secured against listed securities or with pledges on
houses andtenant-owned apartments. Between 2001 and 2017 total
credit losses amounted to SEK 10 million, which is the equivalent, on
average, to less than 0.03 per cent per year.

The Parent Company
Avanza Bank Holding AB (publ) is the Parent Company in the Avanza
Group. The operating resultin 2017 was SEK =16 million (SEK —=11m).
The Parent Company does not report any revenues. Anticipated divi-
dend from subsidiaries of SEK 248 million (SEK 207m) was reported
for2017.

A dividend payment for 2016 of SEK 313 million (SEK 308m) was
made to the shareholdersin 2017.

Sustainability report
Avanza's sustainability report is an important part of an open and bal-
anced presentation of Avanza'’s position, activities and achievements
in key areas. Avanza has a positive view of the new legislation on sus-
tainability reporting that enteredinto force in 2017.Inaccordance with
the Annual Accounts Act, chap. 6, section 11, Avanza has chosen to
prepare the sustainability report separately from the administration
report and the formal financial statements. The sustainability report
is integrated in the parts of the annual report that are not reviewed by
the auditor, and consequently the auditors have prepared a separate
statement. The sustainability report was submitted to the auditors at
the sametime asthe annualreport. The sustainability report comprises
Avanzaandits subsidiaries and its scope isindicated on pages 96-98.

Avanza reports according to the GRI Standards as well as GRI's
specific guidelines for the industry (Financial Services Sector Sup-
plement) according to the Core option. A transition from the fourth
version (GRIG4) occurredin 2017. Avanza's operations have little envi-
ronmental impact and implies little risk of violations of human rights,
because of which the sustainability disclosures focus on issues such
as societal value, social conditions, personnel and anti-corruption.

The previous sustainability report for the calendar year 2016 was
published on 24 April 2017. It was prepared according to GRI G4 as
well as GRI's specific guidelines for the industry (Financial Services
Sector Supplement).

Avanza's sustainability policy is published on investors.avanza.se/en.
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Employees

In 2017, the Avanza Group had, on average, a total of 383 (343)
employees of whom 35 (33) per cent were women. The average age
was 35(33)years. The Parent Company had, on average, 2 (1) employ-
ees during the year. All employees have individual targets, based on
Avanza's overall targets, which are followed up through regular devel-
opment discussions. Additional information about Avanza's employ-
eesis provided on pages 20—21.

Significant risks and uncertainly factors

Avanza has a conservative approach to risk and strives to keep risks
low. Inits operations, Avanzais mainly exposed to financial risks in form
of creditrisk and operationalrisk. IT risk and information security is also
of great imoprtance to Avanza. Risks are measured, controlled and,
where necessary,acted upon,inorder to protect the company's capital
and reputation. The manner in which Avanza identifies, follows up and
manages these risks has a bearing on the soundness of the business
and on the company’s long-term profitability. Additional information
about the Group's risk exposure and risk management is provided on
pages 28—30, 39—-40 and in Note 35 Financial Risks.

Guidelines for determining remuneration
payable to senior management

The guidelines for salaries and other remuneration payable to senior
managementwas decided atthe Annual General Meeting 2017 and are
presentedin Note 9 Employees and personnel costs. Details of Avanza's
remuneration policy are also available on investors.avanza.se/en.

The Board of Director's proposal to the Annual General Meeting, to be
held on 20 March 2018, willmainly be in line with remuneration principles
inprevious years. The Board of Directors proposes to the Annual General
Meeting 2018 that the Group Managements' salary consist of a base
salary and a performance based remuneration. The variable remunera-
tion will be based on a qualitative assessment of individual performance,
in relation to established individual targets and the company’s earnings.
There will be an appropriate balance between the fixed salary and the
variable remuneration, and it will be possible to set the variable remune-
ration at SEK 0. The variable remuneration for members of the Group
Management will never exceed 100 per cent of the fixed salary for the
same financial year.

Criteria, which govern the potential for variable remuneration, must
not encourage anyone to take major risks or encourage anyone to act
in a way that may cause conflicts of interest in relation to customers,
colleagues, other companies in the Group or other activities within
Avanza. Remuneration of members in Group Management will reflect
the person’s experience, competence and performance.

Questions concerning the CEO's conditions of employment, remu-
neration and benefits are prepared by the Remuneration Committee
and decided by the Board of Directors. Remuneration of other people,
who are part of the Group Management, are decided by the Board
of Directors based on a proposal from the Remuneration Committee,
following consultation with the CEO. Additionalinformationis provided
in the Corporate Governance Report on pages 34—46.

The Board of Directors and Group Management
The Articles of Association state that the Board of Directors shall com-
prise a minimum of five and a maximum of eight members. The Board
in 2017 consisted of seven Board members and no deputies elected
until the Annual General Meeting.
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Capital surplus, SEK m 31-12-2017 31-12-2016
Shareholders’ equity, the Group 1,427 1,308
Solvency capital 2,523 2,340
Less non-distributable solvency capital’ -960 -908
Subordinated bond 99 92
Intangible fixed assets and deferred tax receivables? -89 -63
Capital base before dividend adjustments 3,001 2,769
Capital requirements
Capital requirement Pillar 1 —2,045 -1,810
of which Solvency capital requirements -1,5663 -1,432
Buffer requirement -269 -184
Capital requirement Pillar 2 -81 -35
Capital requirements -2,394 -2,029
Capital surplus before dividend 606 740
Capital surplus per share, SEK 20.22 24.79

T Non-distributable solvency capital = solvency capital - solvency capital requirement
2 Intangible fixed assets and deferred tax receivables are not included in the capital base under the capital adequacy rules and are thus not distributable and should
be reduced from the shareholders' equity. See Note 34 Capital base and capital requirements.

On 6 November, Rikard Josefson took over as CEO from Johan Prom.
Rikard served most recently as CEO of Lansforsékringar Bank, prior
to which he spent 25 years at SEB.

Henrik Kallén, COO and deputy CEO of Avanza, left Group Manage-
mentin Apriland hisrole in June. Birgitta Hagenfeldt, CFO, was named
deputy CEOin April.

Chief Legal Officer Teresa Schechter joined Group Management in
April.

Gustav Berggren, Head of the Private Bank and member of Group
Management, left his position at the end of December.

By no later than 1 March 2018, Gunnar Olsson will join Group Man-
agement and take up his duties as Chief Operating Officer (COO).
Gunnar has nearly 20 years of experience from the Swedish banking
market and was most recently with Lansférsakringar Bank, where he
in the last three years has been responsible for digitisation issues and
the bank’s development portfolio.

Additional information about the Board of Directors and Group Man-
agement is provided in the Corporate Governance Report on pages
34-46.

The Avanza share

In 2017 the Avanza share was listed on Nasdaq Stockholm Large
Cap. Thelist comprises companies with a market capitalisation of over
EUR 1 billion. At year-end there were a total of 29,996,222 shares in
Avanza. Each share entitles to one vote and there are no limitations
as to the number of votes a shareholder may exercise at an Annual
General Meeting. There is no rule in Avanza’s Articles of Association
limiting the right to disposal of shares.

Avanza had two owners who each directly or indirectly represented
at least one tenth of the voting rights for all shares on 31 December
2017, Sven Hagstromer including family and companies representing
10.3 per centand Creades AB representing 10.2 per cent.

Outstanding warrant programmes include 1,430,000 warrants cor-
responding to a maximum dilution effect of almost five per cent. Of
these warrants, 70 per cent have been transferred to employees.

For further information on the Avanza share, refer to pages 22-25
and Note 29 Equity.
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Repurchase of the company’s own shares

On 21 March 2017, the Annual General Meeting decided to authorise
the Board of Directors to implement the acquisition of own shares, up
to a maximum of 10 per cent of the shares in Avanza Bank Holding
AB (publ). The authorisation is valid until the following Annual General
Meeting. No shares were repurchased during 2017 and the company
holds no repurchased shares as of 31 December 2017.

Capital surplus

The capital surplus, i.e. the maximum scope available for dividend pay-
ments and repurchase of the company’s own shares, totalled SEK 606
million as of 31 December 2017.

Due to the Solvency 2 rules the conglomerate’s largest sector is
insurance. As a result, the Group’s capital base is increased by addi-
tional solvency capital at the same time that the capital requirement
rises. However, the net effect, which is positive, does not constitute
distributable capital and is therefore deducted as non-distributable
solvency capital. For 2018, assumptions for calculating Solvency Cap-
ital have been revised. For additional information, see Note 34 Capital
base and capital requirements.

Proposed allocation of profits

The Board of Directors of Avanza Bank Holding AB (publ) proposes
that the Annual General Meeting on 20 March 2018 agree to that the
accumulated profit, including net profit for the year and share preimum
reserve,of SEK 669,892,753, inaccordance with the established bal-
ancesheet, be allocatedin such away thatadividend of SEK 10.50 per
share is distributed to the shareholders and the remaining sum trans-
ferred into new accounts. This corresponds to a dividend of SEK 315
million (SEK 313m) and to 83 (79) per cent of operating profit. See
Note 39 Proposed allocation of profits.
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Consolidated income statements*

SEKm Note 2017 2016
Operating income

Commission income 4 1,023 934
Commission expenses 5 -148 -133
Interest income 6 218 211
Interest expenses 6 -110 -97
Net result of financial transaction 7 2 3
Other operating income 0 0
Total operating income 3 985 919
Operating expenses

General administration costs 8-11 -489 -397
Depreciation and write-downs of tangible and intangible fixed assets 22-23 -12 -8
Other operating expenses 12 -43 -48
Total operating expenses -544 -453
Operating profit before credit losses 441 465
Credit losses, net 13 (o] -1
Operating profit 441 465
Tax on the profit for the 15 -63 -66
Net profit for the year** 379 399
Earnings per share, SEK 16 12.66 13.45
Earnings per share after dilution, SEK 16 12.66 13.44

* Corresponds to total comprehensive income in that no other total comprehensive income exists.

**The entire profit accrues to the Parent Company’s shareholders.
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Consolidated balance sheet

SEKm Note 31-12-2017 31-12-2016
Assets 31,32

Lending to credit institutions 17 1,731 1,583
Lending to the public 18 9,607 8,175
Bonds 19 14,420 13,244
Shares and participations 20 22 5
Assets in insurance operations 21 86,041 75,934
Intangible fixed assets 22 88 62
Tangible fixed assets 23 30 18
Other assets 15,24 4113 1,432
Prepaid costs and accrued income 25 168 164
TOTAL ASSETS 116,120 100,616

Liabilities and shareholders' equity

Liabilities 31-33

Deposits by the public 27,901 22,832
Liabilities in insurance operations 21 86,041 75,934
Other liabilities 15,26 544 353
Accrued costs and prepaid income 27 107 89
Subordinated liabilities 28 99 99
Total liabilities 114,693 99,308
Shareholders' equity 29

Share capital 75 75
Other capital contributed 442 449
Retained earnings 910 784
Total shareholders’ equity 1,427 1,308
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 116,120 100,616

Changes in the Group's
shareholders’ equity

Other capital Retained

SEKm Share capital contributed earnings Total
Shareholders’ equity, 31-12-2015 73 362 690 1,126
Total comprehensive income for the period - - 399 399
Transactions with owners

Dividend paid - -4 -304 -308
Excercise of share warrants 1 82 - 83
Warrants issue = 8 = 8
Shareholders’ equity 31-12-2016 75 449 784 1,308
Total comprehensive income for the period - - 379 379
Transactions with owners

Dividend paid = -61 -252 -313
Excercise of share warrants 0 49 - 50
Warrants issue - 4 - 4
Shareholders’ equity, 31-12-2017 75 442 910 1,427

There are no minority shareholdings included in the shareholders’ equity.
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Consolidated cash flow

statements

SEKm Note 2017 2016
Operating activities
Profit before tax 441 465

whereof interest payments received 218 211

whereof interest expenses paid -110 -97
Adjustment for items not included in cash flow
Depreciation/write-downs of tangible and intangible fixed assets 23-24 12 8
Income tax paid -83 -196
Cash flow from operating activities before changes
in operating activities’ assets and liabilities 370 277
Changes in operating activities’ assets and liabilities
Increase (-)/decrease (+) in lending to credit institutions 33 80 -27
Increase (-)/decrease (+) in lending to the public -1,332 -1,634
Increase (-)/decrease (+) in securities -1 0
Increase (-)/decrease (+) in other assets -2,666 183
Increase (+)/decrease (-) in deposits by the public 5,069 2,386
Increase (+)/decrease (-) in other liabilities 209 66
Cash flow from operating activities’ assets and liabilities 1,359 973
Cash flow from operating activities 1,730 1,250
Investment activities
Change in treasury bills eligible for refinancing - 250
Acquisition of intangible fixed asset 22 -30 -24
Acquisition of tangible fixed assets 23 -20 -6
Acquisition of shares and participations -16 -5
Investment in bonds -1,176 -1,393
Cash flow from investment activities -1,242 -1,179
Financing activities
Cash dividend -313 -308
Subordinated bond 0 0
Warrants issue 50 83
Excercise of share warrant 4 8
Cash flow from financing activities -259 =217
Cash flow for the year 228 -146
Liquid assets at beginning of year 1,453 1,599
Liquid assets at end of year 1,681 1,453
Change 228 -146
COMPOSITION OF LIQUID ASSETS, SEKm 31-12-2017 31-12-2016
Lending to credit institutions 1,731 1,683
Pledged assets -50 -130
Total 1,681 1,453
Reconciliation of liabilities arising from financial activities

Non-cash

SEKm 31-12-2016 Cash flow changes 31-12-2017
Subordinated bond 99 0 - 99
Total 99 0 - 99

See Note 2 Accounting principles for the basis for preparing cash flow statements.
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Parent Company income
statements*

SEKm Not 2017 2016
Operating expenses

Administration expenses 9 -1 -6
Other operating expenses 10 -6 -5
Operating profit/loss -16 -11

Profit/loss from financial investments

Profit/loss from participations in Group companies 14 264 218
Interest income and similar items 0 0
Interest expenses and similar items 0 0
Profit/loss before tax 248 207
Tax on profit for the period 15 0 0
Net profit/loss for the period 248 207

* Corresponds to total comprehensive income in that no other total comprehensive income exists.

Parent Company balance sheet

SEKm Note 31-12-2017 31-12-2016
ASSETS

Fixed assets

Financial fixed assets

Share and participations in Group companies 30 409 409
Other long-term securities holdings 21 5
Total fixed assets 430 414
Current assets

Current receivables

Receivables from Group companies 324 352
Current tax receivable 0 0
Prepaid costs and accrued income 1 1
Total currentreceivables 325 354
Cash and bank balances 0 0
Total current assets 325 353
TOTAL ASSETS 755 767

SHAREHOLDERS’ EQUITY AND LIABILITIES

Shareholders’ equity 29

Restricted equity

Share capital 75 75
Total restricted equity 75 75

Non-restricted equity

Share premium reserve 4929 4929
Retained earnings 248 257
Total non-restricted equity 670 686
Total shareholder’s equity 745 761

Current liabilities

Accounts payable 0 0
Tax liability 0 0
Liabilities to Group companies 0 0
Other liabilities 1 0
Accrued costs and prepaid income 9 6
Total current liabilities 10 7
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 755 767
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Changes in the Parent Company'’s

shareholders’ equity

Share

Share premium Retained
SEKm capital reserve earnings Total
Shareholders’ equity, 31-12- 2015 73 347 359 779
Total comprehensive income for the period - - 207 207
Transactions with owners
Dividend paid - - -308 -308
Excercise of share warrants 1 82 - 83
Shareholders’ equity, 31-12-2016 75 429 257 761
Total comprehensive income for the period = = 248 248
Transactions with owners
Dividend paid = -56 -257 -313
Excercise of share warrants 0 49 - 50
Shareholders’ equity, 31-12- 2017 75 422 248 745
SEKm 2017 2016
Operating activities
Profit before tax 248 207
whereof interest payments received 0 0
whereof interest expenses paid 0 0
Adjustment for items not included in cash flow
Depreciations/write-downs - -
Anticipated dividend -248 -207
Income tax paid 0 (0]
Cash flow from operating activities before changes
in operating activities’ assets and liabilities 0 0
Changes in operating activities’ assets and liabilities
Increase (=) / decrease (+) in other assets 276 231
Increase (-) / decrease (+) in other liabilities 8] -1
Cash flow from operating activities’ assets and liabilities 279 230
Cash flow from operating activities 279 230
Investment activities
Acquisition of shares and participations -16 -5
Cash flow from investment activities -16 -5
Financing activities
Cash dividend -313 -308
Excercise of share warrants 50 83
Shareholder contrubution paid - -
Cash flow from financing activities -263 -225
Cash flow for the year 0 0
Liquid assets at beginning of year 0 0
Liquid assets at end of year 0 0
Change 0 0

See Note 2 Accounting principles for the basis for preparing cash flow statements.
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Notes

Note 1Corporate information

The Parent Company, Avanza Bank Holding AB, (publ) Corporate
Identity Number 556274-8458, is a Swedish registered limited com-
pany whose registered office is in Stockholm. As of 2 January 2017,
the Parent Company’s shares moved up to the Large Cap list of Nas-
dag Stockholm, comprising companies with a market capitalisation of
over EUR 1 billion. The address of the head office is Regeringsgatan
103, Box 1399, SE-111 93 Stockholm, Sweden.

The Consolidated Accounts for 1 January 2017 =31 December
2017 comprise the Parent Company and its subsidiaries, referred to
collectively as “the Group”. The Group's operations are describedin the
Administration Report. The Consolidated Accounts and the Annual
Report for Avanza Bank Holding AB (publ) for the 2017 financial year
were approved for publication on 22 February 2018 by the Board of
Directors and the CEO. The Consolidated Accounts and the Annual
Reportareadoptedby the Annual GeneralMeetingon 20March2018.

Note 2 Accounting principles

(a) Compliance with standards and legislative
requirements

The Consolidated Accounts have been prepared in accordance with
the International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB) and the interpreta-
tivecommentsissuedbythe International Financial ReportingInterpre-
tations. Committee (IFRIC), as approved by the European Commission
for application within the EU. The Swedish Financial Reporting Board
Recommendation RFR 1, Complementary accounting regulations for
corporate groups, has also been applied, together with the directives
and general guidelines issued by the Swedish Financial Supervisory
Authority regarding the annual accounts of credit institutions and
securities companies (FFFS 2008:25).

(b) Preconditions with regard to the preparation of
financial reports of the Parent Company and Group

The Parent Company's functional currency is Swedish kronor, which
also constitutes the reporting currency for both the Parent Company
and the Group. The financial reports are accordingly presented in
Swedish kronor. Allamounts, unless otherwise indicated, are rounded
to the nearest million.

Assets and liabilities are recognised at historic acquisition values, with
the exception of certain financial assets and liabilities, which are valued
at their fair value. Financial assets and liabilities that are valued at their
fair value are assets and liabilities within the insurance business and
shares and participations.

The accounting principles described below for the Group have been
applied consistently to all periods presented in the Group’s financial
reports, unless otherwise indicated below.

The Parent Company applies the same accounting principles as the

Group otherthaninthe cases specified below under section (u), Parent
Company accounting principles.
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(c) New IFRS and interpretations
Onlythose IFRS andinterpretations thatare currently consideredrele-
vantto Avanza's consolidated financial statements are reported below.

New IFRS and interpretations introduced in 2017

Nonew oramended IFRS, IFRIC interpretations or changes as aresult
of IASB'’s annual improvement project, which entered into force on 1
January 2017, are assessed as having had any significant impact on
the Group.

IFRS and interpretations to be applied in 2018 or later

The new standards, amendments to standards and statements of
interpretation entering into force during the financial year 2018, or
later, have not been early adopted in the preparation of these financial
statements. Only those changes which are assessed as having a pos-
sible future impact on the Group are described.

Accounting standards applicable from 1 January 2018

IFRS 9 FINANCIAL INSTRUMENTS

Transfer information

IFRS 9 specifies the classification, measurement and impairment of
financial assets and has replaced the previous requirements in these
areas in IAS 39. IFRS 9 is effective as of 1 January 2018, earlier
application was permitted, but Avanza has not applied the standard in
advance. Nor does Avanza plan to restate the comparative figures for
2017 inthe annual report 2018 due to IFRS 9.

Classification and measurement:

According to the classification and measurement requirements in
IFRS 9, financial assets are classified as and measured at amortised
cost, fair value through other comprehensive income or fair value
through profit or loss. Avanza has analysed the cash flows from the
financial assetsin 2017 to determine whether they consist only of pay-
ments of principal and interest. This analysis and the business model
assessment has resulted in a change whereby Avanza as of 1 January
2018 has transitioned to recognising bonds at fair value through profit
or loss. This is done to facilitate sales before maturity in order to opti-
mise management of the liquidity portfolio. The transition otherwise
has not resulted in any significant changes compared with how the
financial instruments are measured according to IAS 39. Because of
this, equity will be affected by the difference between the amortised
cost and fair value of the bonds. The transition effect is shown in the
table further ahead.

Impairment:

The impairment requirements according to IFRS 9 are based on a
model for expected credit losses, in contrast to the previous model for
incurred creditlossesin|AS 39.IFRS 9 states thatall assets measured
atamortised cost and fair value through profit or loss, as well as off-bal-
ance sheet commitments including guarantees and credit obligations,
must be tested for impairment. The liquidity portfolio recognised at
fair value through other comprehensive income has low credit risk for
whichthe assumption willbe made thatthe creditrisk has notincreased
significantly. Assets that are impairment tested are divided into three
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categories depending on the degree of creditimpairment. Avanza has
developed models in order to divide the credits into three different
categories. The item that for Avanza is mainly affected by a transition
effectislendingtothe public. The transition effect, whichis reportedin
the table below, causes an increase in the reserve for expected credit
losses. The effect is not considered material. On the other hand, the
methodology to reach these conclusions has entailed extensive work
to develop the final models for assets in lending to the public.

Macro analysis:

The calculation of lifetime losses according to IFRS 9is based on prob-
ability-weighted, forward-looking information. Avanza has decided to
use three macroeconomic scenarios to account for the non-linear
aspects of expected credit losses. The various scenarios will be used
to adjust the current parameters to calculate expected credit losses,
and a probability-weighted average of the expected losses according
to each scenario will be recognised as provisions.

The calculation of impairment according to IFRS 9 requires more
experience-based credit assessments than previously required by
IAS 39. The use of forward-looking information increases complexity
and makes provisions more dependent on management’s view of the
economic outlook.

Transition effects for shareholders’ equity, provisions for bad debts
and capital adequacy

SEKm

Shareholders’ equity 31-12-2017 before transition effects 1,427

Items that affect shareholders’ equity at the transition to IFRS 9

Increased reserves for expected credit losses -3
of which Lending to the public -3
of which Bonds =

Change in value of bonds” 31

Shareholders’ equity 01-01-2018 after transition effects 1,455

Provisions for bad debts

Accumulated reserve 31-12-2017 -8

Increased reserve due to transition -3

Total reserve after transition to IFRS 9 per 01-01-2018 =11

» As of 1 January 2018 bonds are recognised at fair value through other
comprehensive income. The amount refers to the difference between amorti-
sed cost and market value as of 31 December 2017.

Capital adequacy:

In connection with the transition to recognising the bond portfolio at
fair value through other comprehensive income, the capital base will
increase by the difference between costand market value at the same
time that the exposure of the asset item bonds increases as well, pro-
ducing an increased capital requirement for bonds. The net effect for
the capital surplus will be positive as long as the market value exceeds
the amortised cost.

The new requirements willincrease the provisions for credit losses and
reduce equity after the transition. No significantimpacts are otherwise
expected on Avanza's financial position, financial results or equity from
the transition. Nor is there expected to be other significant impacts
on Avanza’s capital adequacy, large exposures, risk management or
alternative performance measures from the transition.
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Accounting principles from 1 January 2018

Classification and measurement:

According to the classification and measurement requirements in
IFRS 9, financial assets are classified as and measured at amortised
cost, fair value through other comprehensive income or fair value
through profit or loss. Equity instruments and derivatives measured
at fair value through profit or loss mainly consist of equities, participa-
tions and interest-bearing securities held by the insurance business.
The classification of a debtinstrument is based on the business model
for the portfolio in which the instrument is included and whether the
cash flows consist only of payments of principal and interest. Financial
instruments measured at amortised cost mainly consist in Avanza's
case of lending to credit institutions and lending to the public. The
category fair value through other comprehensive income consists
of bonds. Financial liabilities mainly consist of deposits by the public,
which are recognised at amortised cost, and liabilities in the insurance
business (investment contracts), which are recognised at fair value
through profit or loss.

In order to assess the business model, Avanza has divided its financial
assets into portfolios based on how various groups of financial assets
are managed together to achieve a specific business objective. In
its assessment of the business model for each portfolio, Avanza has
analysed the purpose of the financial assets as well as how they are
managed and monitored. Avanza has analysed the cash flows from
the financial assets in 2017 to determine whether they consist only of
payments of principal and interest.

Impairment:

Assets that are impairment tested are divided into three categories
depending on the degree of creditimpairment. Category 1 comprises
assets where there has not been a significant increase in the credit
risk, category 2 comprises assets where there has been a significant
increase in the credit risk, and category 3 comprises defaulted assets.
Significant assets in category 3 are tested on an individual basis, while
acollective assessment is made for insignificant assets. Linked to this
are forward-looking scenarios where macro factors are taken into
accountinthe categorisation. Incategory 1, the provisions correspond
toexpected creditlossesinthe coming 12 months. In categories 2 and
3, the provisions correspond to lifetime expected credit losses.

Impairment lending to the public

Margin lending and mortgage loans are classified in categories 1-3
according to the above-mentioned changes in credit deterioration.
The macro factors described below are used for forward-looking sce-
narios.

Category 1: Margin lending where the borrowers abide by the current
creditand account terms. Mortgages where the borrowers have made
their interest payments during the latest rolling 12-month period.

Category 2: Margin lending where the borrowers are overleveraged,
but where the value of the collateral exceeds the active liability for
more than 10 days or loans that have been categorised in category 3
in the last 90 days. Mortgages where the borrowers during the latest
12-month period have had at least one violation of interest payment
deadlines lasting longer than 10 days.

Category 3: Margin lending where the borrowers are overleveraged

at the same time that the value of the collateral is less than the active
liability or a violation of the credit and account terms has continued for
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longer than 90 days. Mortgages where the borrowers during the lat-
est 3-month period have had a violation of interest payment deadlines
lasting 90 days or more.

The provisions will be calculated as exposure upon default times the
probability of default times the loss in the event of default. For assetsin
category 1, the calculation is based strictly on the coming 12 months,
while for assets in category 2 itis based on their expected life.

Impairment lending liquidity portfolio

Avanza's portfolio of bonds that are recognised as of 1 January 2018
at fair value through other comprehensive income is considered to be
of the highest possible credit quality, with low credit risk and all bonds
aremarketlisted. The bonds are placedin category 1 and Avanzadoes
not allocate any provisions to the reserve for expected credit losses
for bonds as the portfolio as a whole has a high rating and is assessed
according to the exception for holdings with low creditrisk as per IFRS
9. See Note 35 Financial risks for further information on the composi-
tion and credit quality of the bond portfolio.

Macro analysis:

Avanza uses three macroeconomic scenarios with data from the
National Institute of Economic Research, the Swedish Financial
Supervisory Authority and the Riksbank in order to take into account
the non-linear aspects of expected credit losses. The objective of this
analysisistoimpartially estimate expected creditlossesinaccordance
with the standard. The analysis uses three scenarios to determine
whether there was any impact on PD (probability of default), LGD
(loss given default) and EAD (exposure at default). A base scenario, a
negative scenario and a positive scenario.

Held-to-maturity financial assets

As of 1 January 2018 the liquidity portfolio, which mainly consists of
bonds, will be measured at fair value through other comprehensive
income. The business model's goals can be achieved by collecting
contractual cash flows and by selling the financial assets. Through 31
December 2017 these financial assets were measured at amortised
cost.

IFRS 16 REVENUE FROM CONTRACTS WITH CUSTOMERS

Transfer information

IFRS 15 “Revenue from Contracts with Customers” is the new stan-
dard for revenue recognition. IFRS 15 replaces IAS 18 Revenue and
IAS 11 Construction Contracts as well as all related interpretations
(IFRIC and SIC). Under IFRS 15 revenue is recognised when the cus-
tomer obtains control over the sold good or service, which replaces the
previous principle where revenue was recognised when the risks and
benefits had transferred to the buyer. The basic principle in IFRS 15 is
that a company recognises revenue in the way that best reflects the
transfer of the promised good or service to the customer. A company
can choose between a fully retroactive approach or forward-looking
application with additional disclosures.

The principles on which IFRS 15 builds will provide users of finan-
cial statements more useful information on the company’s earnings.
The extended disclosure obligation means that information on types
of income, time of regulation, uncertainties connected with income
reporting and cash flow attributable to the company’s customer con-
tracts must be supplied. The standard is applicable from 1 January
2018 and is adopted by EU. Early application was permitted, but
Avanza has not applied the standard in advance. The standard does
not apply to financial instruments, insurance contracts or leases. The
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standard willnothave asignificantimpacton Avanza’s financial reports,
capital adequacy or large exposures.

Accounting principles from 1 January 2018

Avanza has reviewed all revenue flows and related contracts where
revenue recognition is not governed by another standard, which in
Avanza's case refers IAS 39/IFRS 9 with respect to revenue from
financial instruments as well as IAS 17/IFRS 16 with respect to leas-
ing. Avanza has analysed the contracts based on the five stepsin IFRS
15 and determined that the standard does not impact Avanza's rev-
enue recognition. The standard will, however, lead to increased dis-
closure requirements in coming annual reports. The revenue standard
applies to all contracts with customers. In accordance with IFRS 15,
income must be recognised when the customer obtains control over
the sold goods or service and has the potential to use or obtain benefit
fromthe goods or service. A customer of Avanzaaccording to IFRS 15
isaparty thatentersintoacontract with Avanza to obtain services that
are the result of Avanza's ordinary activities. Customers mainly consist
of private savers in Sweden, small and medium-sized companies, and
partners in third-party relationships.

Accounting standards applicable after 2018

IFRS 16 Leasing

In January 2016, IASB issued a new lease standard that will replace
IAS 17 Leases and the related interpretations IFRIC 4, SIC-15 and
SIC-27. The standard requires assets and liabilities arising from all
leases, with some exceptions, to be recognised on the balance sheet.
This model reflects that, at the start of a lease, the lessee obtains the
right to use an asset for a period of time and has an obligation to pay
for that right. The accounting for lessors will in all material aspects be
unchanged. The standard is effective for annual periods beginning on
or after 1 January 2019. Early adoption is permitted. EU has adopted
the standard in 2017. The Group is currently assessing the impact of
IFRS 16.

(d) Segment reporting

A segmentis a part of the Group that can be identified in accounting
terms and which engages in commercial operations, which receives
income and incurs costs for which independent financial information
exists, and whose operating profit is monitored by the management.

Avanza's internal monitoring is conducted on the basis of the result for
the Group as a whole and expenditure per cost unit. This business is
connected with the customers’ accounts and Avanzais guided by total
customervolume rather than financialinformation for different product
categories. The operating profit is only followed up at a group level.
Avanza as a whole, therefore, constitutes a total segment in accor-
dance with the criteriain IFRS 8.

All operations are conducted in Sweden and both income from exter-
nal customers and fixed assets are attributable to Sweden. See Note
3 Operatingincome.

(e) Classification

Fixed assets and long-term liabilities in the Parent Company and
the Group comprise, in every significant respect, amounts that are
expected to be recovered or paid more than twelve months after the
closing day. Current assets and current liabilities in the Parent Com-
pany and the Group comprise, in every significant respect, amounts
that are expected to be recovered or paid within twelve months of the
closing day.
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(f) Consolidation principles

Subsidiaries are all companies over which the Group has a controlling
interest. The Group controls a company when it is exposed, or has
rights, tovariable returns fromitsinvolvement with the company andhas
the ability to affect those returns through its power over the company.

Subsidiaries are included in the consolidated accounts from the date
onwhichthe controllinginfluence s transferred to the Group. They are
excluded from the consolidated accounts from the date on which the
controlling influence ends.

The acquisitionmethod of accountingis used for reporting the Group’s
business combinations. The purchase sum for the acquisition of a sub-
sidiary consists of the fair value of transferred assets, liabilities that the
Group assumes to the previous owners of the acquired company and
shares issued by the Group. The purchase sum also includes the fair
value of all assets and liabilities resulting from any agreement on a con-
ditional purchase sum. Identifiable acquired assets and assumed liabil-
itiesin abusiness combination are initially measured at fair value on the
acquisition date. For each acquisition the Group determines whether
holdings without controlling influence in the acquired company should
be recognised at fair value or as the proportional share of the holding
in the carrying amount of the identifiable net assets of the acquired
company. Acquisition-related costs are expensed as incurred.

Goodwill is initially measured as the amount with which the total pur-
chase sum and fair value of the holding without controlling influence
exceed fair value of identifiable acquired assets and assumed liabil-
ities. If the purchase sum is less than the fair value of the net assets
of the acquired company, the difference is recognised directly in the
Income Statement.

Restrictions on the transfer of funds to the Parent Company
The subsidiaries Avanza Bank AB (publ), Férsakringsaktiebolaget
Avanza Pension and Avanza Fonder AB are, in accordance with exter-
nal regulations and legislative requirements, obliged to maintain a cer-
tain amount of shareholders’ equity within the company, and restric-
tions thereby exist on the transfer of funds to the Parent Company,
Avanza Bank Holding AB (publ).

Transactions eliminated on consolidation

Intra-group receivables, liabilities and transactions, including income
or expenses and unrealised gains or losses arising from Intra-group
transactions, are eliminated in their entirety. The accounting principles
for subsidiaries have been amended as appropriate in order to guaran-
tee the consistent application of the Group's principles.

(g) Foreign currencies

Transactions in foreign currencies are converted to Swedish kronor at
the exchange rate applicable on the transaction date. Monetary assets
and liabilities in foreign currencies are converted to Swedish kronor at
the closing day exchange rate. Exchange rate differences arisingin con-
junction with the conversions are recognised in the Income Statement.

(h) Income

Commission income

Commission income primarily comprises brokerage, investment fund
and other commissions. Brokerage is recognised as income on the
transaction date. Investment fund commissions are received from
external fund managers and comprise the entry commission rec-
ognised in conjunction with fund unit purchases and commissions
based on fund volume, which are recognised on amonthly basis, based
on actual volume. Other commissions chiefly arise from securities
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brokered in conjunction with new share issues, the sale of structured
products, guaranteed share issues and currency exchanges related to
customers' securities and fund trades, in addition to income related to
working capital loans. Other commissions are recognised upon com-
pletion of transactions.

Interest income

Interest income from lending to credit institutions and to the public is
recognisedasincomeasitisearned, whichimplies thatinterestincome
isallocated to the periodtowhichitrefersinaccordance with the effec-
tive interest method. The effective interest method is a method for
calculating the accrued acquisition cost for a financial asset and for
allocating interest income to appropriate periods.

Interest expenses

Interest expenses regarding lending to credit institutions refer to inter-
est fees for periods with negative interest, which are expensed as
incurred, meaning that interest expenses are allocated to the period to
which they refer. Interest expenses are also incurred on deposits from
the public,subordinated liabilities and the deposit guarantee fee and the
resolution fee, which are recognised according to the same principle.

Net result of financial transactions
Profit/loss from financial transactions comprises realised and unreal-
ised profits/loss from the sales and holdings of securities, participa-
tions and currencies. Profit/loss on assets and liabilities in the insur-
ance operations s also reported here.

Theinformationabovein (h) Revenue stillapplies as of 1 January 2018,
along with the information in section (c) New IFRS and interpretations,
where the accounting principles as of 1 January 2018 with respect to
IFRS 15 Revenue from Contracts with Customers are indicated.

(i) Financial instruments

Financialinstruments are definedinaccordance with IAS 32 as agree-
ments that give rise to a financial asset in a company and a financial
liability or equity instrumentin another company. A financial assetis an
equity instrument in another company or assets that entail a contrac-
tual entitlement toimmediate receipt of cash or other financial asset. A
financialliability is a contractual obligationto pay cash or other financial
asset to another company.

Afinancial asset or financial liability is recognised in the Balance Sheet
on the transaction date, i.e. when the company becomes party to the
instrument’s contractual terms. Financial assets and liabilities are elim-
inated from the Balance Sheet when the rights to cash flows from the
financial asset are realised, expire or the company loses control over
themin some other way or when the obligation containedin the agree-
mentis fulfilled or otherwise expires. The same applies to any part of a
financial asset or financial liability.

Financial instruments are initially recognised at the instrument’s fair
value, which corresponds to the acquisition cost plus direct transac-
tion costs. Those instruments that fall within the category of "Financial
instruments at fair value through profit or loss” are, however, measured
excluding transaction costs. Subsequent recognitionis determined by
the categories within which the instruments have been classified. See
Note 32 Financial instruments.

Financial assets at fair value through profit or loss

Assets at fair value through profit or loss consist of shares and partici-
pations, as well as interest-bearing securities held as part of insurance
operations.
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Interest-bearing securities held as part of insurance operations are
assets used as liability coverage for the Group's insurance contracts.
Agreements in which significant insurance risks are transferred from
the policyholder to the underwriter are referred to as insurance agree-
ments and recognised in accordance with IFRS 4. Agreements which
havethelegalformof aninsurance agreementbut which do notexpose
the underwriter to a significant insurance risk are referred to as invest-
mentagreements andrecognisedinaccordance with IAS 39. Allinsur-
ance agreements within the Avanza Group have conditional dividends
in which the policyholder bears the risk of changes in value and these
agreements are consequently recognised as financial agreements
in accordance with IAS 39. As of 1 January 2018, IAS 39 has been
replaced by IFRS 9, see section (c) New IFRS and interpretations.

Instruments are measured at fair value and have initially been identified
as financial instruments at fair value through profit or loss less transac-
tion costs to avoid differing valuations of insurance-related assets and
liabilities. The policyholders are authorised to administer the assets
themselves, while at the same time being responsible for all risks
related to changes in value as a consequence of this administration,
which is why insurance-related assets and debts are of equal size at
alltimes. The majority of the securities in this category comprise listed
securities and fair value is determined by using the official bid rate on
the closing date. The fair value of securities without an active market
is determined, initially, by obtaining pricing information from operators
who quote daily prices, mainly the asset values quoted by the fund
companies, where the issuer values every individual security, and sec-
ondarily,by assessing the mostrecently completed market transaction
between two mutually independent parties.

Changes in the value of assets in the insurance operations correspond
to changesin the value of liabilities in the insurance operations and the
netresultis, therefore, zero.

Financial assets measured at fair value are classified through the use
of a hierarchy for fair value that reflects the significance of the input
datausedinthe valuations. The hierarchy contains the following levels:

e Level 1 —Quoted prices (unadjusted) on active markets for identi-
cal assets or liabilities. The majority of the shares pertaining to the
insurance operations are included in this category.

e Level 2 — Input data other than the quoted prices included in
Level 1, but which are observable for assets or liabilities, either
directly (i.e. as prices) or indirectly (i.e. derived from prices). Funds
(not exchange traded) are included in this category and based
on prices set by fund administrators. Bonds that are less liquid
can be found at this level and are measured on the yield curve.
Liabilities in the insurance operations are included in this cate-
gory as the value of the entire balance sheet item is indirectly
related to the value of the assets in the insurance operations.

e Level 3 —Input data from the asset or liability in question that is not
based on observable market data (non-observable input data).

The level of the hierarchy for fair value to which a financial instrument
is classified is determined on the basis of the lowest level of input data
of significance to the valuation at fair value in its entirety. See Note 32
Financial instruments.

Held-to-maturity investments

Financial assets held to maturity are initially recognised in the balance
sheet at acquisition value. Following first reporting, instruments in this
category are measured at amortised cost.Financial instruments in this
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category constitute treasury bills eligible for refinancing and covered
mortgage bonds, and to alesser extent, securities issued by the Swed-
ish government, municipalities and county councils which are held as
a part of administration of the Group’s excess liquidity. This applies
through 31 December 2017. For information on what applies as of
1 January 2018, see section (c) New IFRS and interpretations and
Financial assets held to maturity and available for sale.

Loan receivables and accounts receivable
This category primarily includes lending to credit institutions, lending
to the public, securities trading receivables and accounts receivable.

Loanreceivables and accounts receivable are measured at amortised
cost. less confirmed credit losses and probable writedowns. Lending
to credit institutions constitutes bank balances. The majority of other
assets comprise trading receivables.

Avanza has no corporate financing or consumer credits normally
associated with banking operations. Concerning loans to the public,
so-called account credits have collateral in the form of securities or
cash, while mortgage loans have collateral in the form of real estate. A
single credit has been granted to Stabelo AB, from which Avanza has
collateralin the form of mortgages issued by Stabelo.

Other assets that are not financial instruments
This category mainly includes tax assets. The large part relates to the
balance in the tax account, which is recognised at amortised cost.

Financial liabilities at fair value through profit or loss

Insurance operations liabilities are reported in this category because
corresponding assets are measured at fair value through profit or loss.
The liabilities have initially been identified as financial liabilities at fair
value through profit or loss less transaction costs. The measurement
is based on the fair value of the underlying assets; see Financial assets
at fair value through profit or loss. All insurance contracts within the
Avanza Group have conditional dividends in which the policyholder
bears the risk of changes in value, because of which these contracts
arerecognised as financial agreements in accordance with IAS 39. As
of 1 January 2018, I1AS 39 has been replaced by IFRS 9, see section
(c) New IFRS and interpretations.

Other financial liabilities

Financial liabilities in this category refer to deposits by the public,
subordinated bonds, accounts payable and other liabilities. Interest
expenses for subordinated bonds are distributed over the tenor of the
loan applying the effective interest method. Other financial liabilities,
like loan receivables and accounts receivable, are measured at the
amortised cost.

(j) Tangible fixed assets

Tangible fixed assets are recognised in the Balance Sheet if it is likely
that future economic benefits will accrue to the company and the
acquisition value of the asset can be reliably calculated.

Tangible fixed assets are recognised in the Group at acquisition value
after deducting accumulated depreciation and any write-downs.
Acquisition value includes the purchase price and costs directly attrib-
utable to the asset. The accounting principles for depreciation and
amortisation are shown below under (I) Depreciation and amortisation
and the principles for write-downs under (m) Write-downs.

Tangible fixed assets are eliminated from the Balance Sheet in con-

junction with retirement or disposal. Profits and losses are recognised
as Other operating income/expenses.
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(k) Intangible fixed assets

Intangible assets are recognised in the balance sheet if it is probable
that future financial benefits will accrue to the company and the acqui-
sition value of the asset can be calculated in a reliable way.

Anintangible asset is initially measured at acquisition value when rec-
ognisedinthe balance sheet. After firstreporting, anintangible assetis
recognised in the balance sheet at acquisition value, following deduc-
tion of any accumulated amortisation and write-downs. Amortisation
is applied on a straight-line basis over the asset's useful life down to an
estimated residual value, and amortisation first starts when the asset
canbe takeninto use.

The residual value and useful life of intangible assets are reassessed,
regardless of whether a reduction in value is indicated, at a minimum
at the end of each financial year, at which time an adjustment of the
amortisation schedule and/or write-down is made as required. The
accounting principles for write-downs are shown below under (m)
Write-downs. Intangible assets that have not yet been taken into use
are also tested annually even if there is no indication of impairment.

Goodwill

Goodwill represents the difference between the acquisition value of a
business combination and the acquired fair value of assets, assumed
liabilities and any contingent liabilities. Goodwill is measured at the
acqusition value less any accumulated write-downs.

Development expenditure

Development expenditure comprises externally purchased services
and capitalised personnel costs. Expenditures relate to the develop-
mentofatrading systemand other applications that will generate long-
term economic advantages for the Group through either increased
income or cost savings, and are recognised among assets when
they arise. Capitalised development is added to the balance sheet at
acquisition value less amortisation and write-downs. Amortisation of
capitalised development occurs once the asset is ready and over its
estimated useful life.

Development expenditure is recognised as an asset in the balance
sheet when a number of criteria are met:

the product or process is technically and commercially viable
the Company has sufficient resources to complete develoment
the Company has the ability to use or sell the intangible asset
the acquisition cost can be calculated in a reliable manner

Avanza has marketing expenditures that are expensed immediately
rather than capitalised. In other cases, development expenditure is
expensed as incurred.

Customer relations

Customer relations are recognised at estimated fair value when the
Group assumed risks and benefits regarding affected subsidiaries.
Customer relations have a limited useful life and are recognised at
acquisition value less accumulated depreciation and any write-downs.

(I) Depreciation/amortisation

Depreciation and amortisation are recognised on a straight-line basis
in the Income Statement over the assets’ estimated useful lives. The
estimate useful lives are:
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e computers and other technicalinstallations 3orbyears
e equipment Syears

e patentsand trademarks Syears

e development expenditure 5years

e development expenditure trading system 10vyears

e customer relations 5years

Anassessmentofanasset'sresidualvalue and usefullifeis made annu-
ally. Intangible assets subject to amortisation are amortised from the
date they become available for use.

The new trading system developed and capitalised in 2014-2017 has
an estimated useful life of atleast 10 years, due to which the deprecia-
tion schedule covers the same period. The new trading system began
to be depreciated during 2017.

(m) Write-downs

The carrying amounts for the Group’s assets are tested each clos-
ing day to determine whether there is any indication of a write-down
requirement. If any such indication exists, the asset’s recoverable
amount is calculated. A write-down is reported when the carrying
amount of an asset exceeds the recoverable amount. A write-down is
charged to the Income Statement.

The recoverable amount of goodwill and other intangible assets with
indeterminable useful lives, and intangible assets not yet ready for use,
is calculated annually.

Financial receivables nolonger covered by collateral are written down
to the present value of their expected cash flows. The majority of
Avanza's customers are private individuals and the risk of credit losses
is related to the collateral of each individual customer. Provisions for
probable credit losses are reported if the collateral does not cover the
borrowed amount, i.e. the principal loan amount plus interest.

Calculation of the recoverable amount

The recoverable amount is the greater of the asset's fair value,less
selling expenses, and its value in use. When calculating value in use,
future cash flows are discounted using a discount factor that takes
into account risk-free interest rates and the risk associated with the
specific asset. The recoverable amount for the cash-generating unit
to which the asset belongs is calculated for any asset that does not
generate cash flows and is significantly independent of other assets.

Reversal of write-downs

Write-downs are reversed if a subsequent increase in the recoverable
amount can objectively be attributed to an event that occurred after
the write-down occurred. Goodwill write-downs are not reversed.

(n) Leasing

Operational leasing implies that the financial risks and benefits asso-
ciated with the ownership of an asset are retained by the lessor. Pay-
ments made during the leasing period are expensed on a straight-line
basisintheincome statementover the termof the lease. Allof Avanza's
lease agreements are operational lease agreements.

(o) ) Dividend paid

Dividends are recognised as liabilities once the Annual General Meet-
ing has approved the Board's dividend proposal.
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(p) Employee benefits

Occupational pensions are obtained through defined contribution
pension plans equivalent to the ITP 1 plan. Payment obligations for
defined-contribution plans are expensed in the Income Statement as
they arise. Pension costs refer primarily to pension and health insur-
ance contributions.

(q) Provisions

A provision is recognised in the Balance Sheet when the Group has
an existing legal or informal obligation as a result of an event that has
occurred, anditis probable that an outflow of economic resources will
be required to regulate the oblligation and a reliable estimate of the
amount can be made.

(r) Taxes

Income taxes comprise current tax and deferred tax. Income taxes
are recognised in the Income Statement except when the underlying
transaction is recognised in other comprehensive income or directly
to shareholders’ equity, at which point the associated fiscal effect is
recognised in the corresponding manner.

Current tax is the tax payable or which is received in respect of the
current year, applying the rates of taxation approved, or approved in
practice,asofthe closingday. Thisalsoincludes adjustments of current
tax attributable to previous periods.

Deferredtaxis calculated using the balance sheet method on the basis
of temporary differences between the recognised and fiscal values
of assets and liabilities. The following temporary differences are not
taken into account: temporary differences that arose in conjunction
with the first reporting of goodwill, the first reporting of assets and lia-
bilities that do not constitute business combinations and which, at the
time of the transaction, did not affect either the reported or the fiscal
profit/loss. The valuation of deferred tax is based on the way in which
the carryingamounts of assets or liabilities are expected to be realised
or settled. Deferred tax is calculated by applying the rates of taxation
and taxation rules approved, or approved in practice, as of the closing
day. Deferred tax receivables in respect of deductible temporary dif-
ferences and deficitdeductions are only recognised to the extent that
itis likely it will be possible to utilise them.

(s) Contingent liabilities

A contingent liability is recognised when there is a possible obligation
thatarises from events that have occurred and whose existenceis only
confirmed by one or more uncertain future events, or when there is an
obligation that is not recognised as a liability or provision because it is
not likely that an outflow of resources will be required or the size of the
obligation cannot be calculated with sufficient reliability.

(t) Cash flow statement

The cash flow statements for the Group and the Parent Company are
prepared using the indirect method and show the payments received
and made by the operating activities, investing activities and financing
activities during the financial year.

Cash flows attributable to operating activities derive primarily from
the Group's revenue-generating operations. The net of the operating
activities' payments received and made are calculated by adjusting the
operating profit/loss for the year for items that do not affect the cash
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flow for changes in operating assets and operating liabilities during
the period and for other items for which the effect on cash flow can be
attributedtoinvestingor financing activities. The mostimportant types
of incoming and outgoing payments attributable to the investing and
financing activities are recognised separately in the cash flow state-
ment. Amounts are reported gross.

Liquid assets

Liquidassets mainly comprise balances held withbanks and equivalent
institutions that can be reinvested with one day’s or a maximum of one
month'’s notice. Balances held with banks and equivalent institutions
relating to assets pledged as collateral are excluded from liquid assets.

(u) The Parent Company’s accounting principles

The Parent Company has prepared its Annual Report in accordance-
with the provisions of the Swedish Annual Accounts Act (1995:1554)
andrecommendation RFR2 Accounting for legal entities of the Swed-
ish Financial Reporting Board. Under RFR 2 the Parent Company, inits
annual accounts for the legal entity, shall apply all IFRS regulations and
statements approved by the EU, as far as possible, within the frame-
work of the Swedish Annual Accounts Act and with regard to the con-
nection between accounting and taxation. The differences between
the accounting principles of the Group and the Parent Company are
shown below.

The accounting principles for the Parent Company described below
have been applied consistently to all periods presented in the Parent
Company’s financial reports.

Participations in Group companies

Participationsin Group companies are recognised bythe Parent Com-
pany in accordance with the acquisition value method of accounting.
Dividendsreceivedarerecognised asincome whentherighttoreceive
payment is adjudged to be certain.

Group contributions

Group contributions from the Parent Company to subsidiaries are
expensed in the Income Statement. The tax effect is reported in the
Income Statement in accordance with IAS 12. Group contributions
from subsidiaries are recognised in accordance with the same princi-
ples as customary dividends from subsidiaries. This means that Group
contributions are reported as financialincome. Tax on Group contribu-
tionsis reported in accordance with IAS 12 in the Income Statement.

Notes that have no direct reference to Income Statements or Balance
Sheets:

Note 1 Corporate information

Note2  Accounting principles

Note 34 Capital base and capital requirements
Note 35  Financial risks

Note 36 Related parties

Note 37 Important estimates and assessments
Note 38 Events after the closing day

Note 39 Proposed allocation of profit

65



Notes

Note 3Operating income

SEK m-The Group 2017 2016
Direct savings products 734 674
Indirect savings products 229 223
Otherincome 22 22
Total 985 919

The operatingincome breaks down into the product areas and service
groups above. Direct and indirect savings products include brokerage
fees, fund commissions, interestincome fromlending to the public and
interest expenses for deposits from the public. Direct savings prod-
ucts refers to shares, investment fund and savings accounts as well as
individual pension savings accounts and investment savings accounts.
Indirect savings products refers to pension and insurance accounts.
Otherincome refers to profit/loss from exchange income, Corporate

Note 4 Commission income

Finance income, Avanza Markets, various commission income less

commission expenses and interest expenses.

There is no single customer who generates income that exceeds 10
per cent of the Group's income. Avanza offers a diversified portfolio
of savings services in strongly competitively markets and the Group’s

reliance on individual customers is therefore limited.

SEK m - The Group 2017 2016
Brokerage, gross 528 543
Fund commissions 240 167
Other commissions 255 224
Total 1,023 934
Note 5Commission expenses
SEK m - The Group 2017 2016
Transaction costs* -79 -73
Payment services commissions -41 -32
Other commissions -28 -28
Total -148 -133
* Costs directly related to brokerage income.
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Note 6 Net interest income

Notes

SEK m - The Group 2017 2016
Interest income

Interest income from lending to credit institutions 0 0
Interest income from lending to the public 190 172
Other interestincome 28 39
Total interestincome 218 211
Interest expenses

Interest expenses for lending to credit institutions -30 -31
Interest expenses for liabilities to credit institutions 0 0
Interest expenses for deposits from the public -22 -20
Interest expenses for interest-bearing securities -28 -26
Interest expenses for subordinated bond -3 -3
Other interest expenses =27 =17
Total interest expenses =110 -97
Netinterestincome 108 114

The average lending rate to account customers during the year was 2.10 (2.50) per cent and the average deposits rate fromaccounts with surplus

liquidity during the year was 0.10 (0.10) per cent.

Note 7 Net result of financial transactions

SEK m - The Group 2017 2016
Realised profit/loss in respect of shares, etc 2 3
Exchange rate fluctuations 0 0
Change in value of insurance operations assets* 4,755 4,267
Change in value of insurance operations liabilities* —4,755 —-4,267
Total 2 3
* Have been identified, in conjunction with reporting, as financial instruments valued at fair value via the Income Statement.

Note 8 General administration costs

SEK m - The Group 2016 2015
Personnel costs -340 -290
Consultancy services purchased -61 -31
Market information costs -31 -27
Other general administration costs -57 -49
Total -489 -397
Note 9 Employees and personnel costs

SEK m - The Group 2016 2015
Salaries and other remuneration -223 -192
Pension costs -31 -26
Social insurance charges -70 -60
Other staff overhead —17. —12
Total personnel costs -340 =290

The Group has no employees outside Sweden. At the end of the year
there was atotal of 390 (365) Group employees. Normal employment
terms comprise salary and benefits. Occupational pensions, through
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defined contribution pension plans, are obtained for allemployees over
25 years. Pension costs refer primarily to service pension premiums

and health insurance premiums.
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Salaries, other remuneration and social insurance charges

2017 2016
Social insurance Social insurance
Salaries charges (of Salaries charges (of
and other which and other which
SEKm remuneration pension costs) remuneration pension costs)
The Group 223 100 192 86
(31) (26)
of which the Board of Directors and senior executives 22 12 21 12
(5) (5)
Parent Company 9 3 7 2
(1) (0)
of which the Board and CEO 6 2 7 2
M (0)

Average no. employees

No. employees

Of whom, men

No. employees

Of whom, men

Parent Company 2 1 1 1
Subsidiaries 381 257 342 230
Total 383 258 343 231
2017
Basic salary/ Variable Pension
SEK k - The Group Directors’ fees remuneration cost Total
Chairman of the Board 371 - - 371
Members of the Board 1,873 - - 1,873
CEO 3,160 1,025 1,260 5,445
of which remuneration to the CEO for the period 1 Jan - 5 Nov 2,296 413 756 3,466
Deputy CEO 1,730 697 654 3,082
of which remuneration to the deputy CEO for the period 1 Jan - 31 Mar 439 108 175 723
Other senior executives 9,695 3,247 3,133 15,976
Total 16,729 4,970 5,047 26,746
2016
Basic salary/ Variable Pension
SEK k - The Group Directors’ fees remuneration cost Total
Chairman of the Board 342 - - 342
Members of the Board 1,711 - - 1,711
CEO 3,058 2,154 1,740 6,952
of which remuneration to the CEO for the period 1 Jan - 31 May 1,293 946 759 2,998
of which remuneration to the CEO for the period 1 Jun - 6 Nov 1,407 1,008 793 3,208
Deputy CEO" 879 502 299 1,680
Other senior executives 8,642 3,442 2,954 15,038
Total 14,631 6,098 4,993 25,723
"Refers to the period 1 Jan - 31 May and 7 Nov - 31 Dec.
SEK k - Parent Company 2017 2016
Directors’ Other Directors’ Other
Board members fees remuneration fees remuneration
Sven Hagstromer 371 - 342 -
Sophia Bendz 292 - 266 -
Jonas Hagstromer 292 - 266 -
Birgitta Klasén 334 - 306 -
Mattias Miksche 292 - 266 -
Hans Toll 334 = 306 =
Jacqueline Winberg 330 - 302 -
Total 2,244 - 2,054 -

The Board of Avanza Bank Holding AB (publ) has 7 (7) members, 4 (4) of whom are men.
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Information regarding senior executives

The term, senior executive, refers to the CEO and 6 (7) other persons
who hold senior positions. Together, they make up the Group Manage-
ment. There were 8 (8) senior executives in the Group during the year,
4.(5) of whom were men. During the year, Avanza had two CEO's as the
former CEO ended his employment.

Remuneration to senior executives during the financial year
Feeshavebeenpaidto the Chairman of the Boardand Board Members
in accordance with the resolutions of the 2017 Annual General Meet-
ing. The Chairman of the Board has not received any remuneration in
addition to Director’s fees.

Remuneration to the CEO and other senior executives has, in accor-
dance with Avanza's guidelines, comprised basic salary and variable
remuneration. Variable remuneration has been paid for performances
over and above those normally expected. Deferred variable remuner-
ation that has not fallen due for payment amounts to SEK 8.3 million,
(SEK 8.0m) of which SEK 3.9 million (SEK 3.5 million) was paid to the
CEO who left his position. The amount has, however, been reported
as an expense for the financial year the remuneration refers to. The
expensed variable remuneration to senior executives in 2017 totalled
SEK 5.0 million (SEK 6.1m), of which SEK 0.7 million (SEK 0.5m) to the
deputy CEO and SEK 1.0 million (SEK 2.2m) to the CEQs, distributed
according to the tabel on the previous page. Remuneration to the CEO
for the 2017 financial year has been prepared by the Board's Remu-
neration Committee and decided by the Board of Directors.

Financial instruments, warrants

Notes

Variable remuneration to other senior executives has been decided
by the Board of Directors after recommendations by the CEO and the
Board's Remuneration Committee. The term, senior executives, refers
to the seven persons who, together with the CEO, comprise the Group
Managementatthe end of the financialyear. For the compositionof the
Group Management at the end of the financial year, see page 44—45.

The CEO has a 6-month period of notice if the contract of employment
is terminated by the CEO himself, and 12 months if the contract of
employment is terminated by the company. The period of notice for
other senior executives if they themselves terminate their contracts
of employment is 6 months, and 6 months if the contracts of employ-
ment are terminated by the company. There are no severance pay
agreements for the CEQ or senior executives. Resigning CEO has not
received any severance pay in 2017. The retirement age for the CEO
and other senior executives is 65. Avanza has no pension commit-
ments for senior executives.

Members of the Group Management have during the year acquired
warrants,on market terms in accordance with the warrant programme
approved by the the Extraordinary General Meeting held on 5 July
2017. The total remuneration paid to members of the Group Manage-
ment shall be on market terms.

Details of the company’s remuneration policy are provided on the cor-
porate web investors.avanza.se/en.

Subsidiary programme 2015-2018 Warrants Market value

SEK k Number Value* Acquisition Benefit 31-12-2017
CEO - - - - -
Other senior executives 48,870 896 896 = 496
Total 48,870 896 896 - 496
Subsidiary programme 2016-2019 Warrants Market value

SEKk Number Value* Acquisition Benefit 31-12-2017
CEO - - - - -
Other senior executives 93,900 1,509 1,509 - 2,340
Total 93,900 1,509 1,509 - 2,340
Subsidiary programme 2017-2020 Warrants Market value

SEK k Number Value* Acquisition Benefit 31-12-2017
CEO 10,000 174 174 - 266
Other senior executives 66,460 1,156 1,156 - 1,765
Total 76,460 1,330 1,330 - 2,030

* Market value on acquisition date

Subsidiary programmes were acquired at market price in August
2015, August 2016 and August 2017 respectively. The market value
has been calculated in accordance with the Black & Scholes valuation
model, see note 29 Equity where terms andexercise prices also appear.
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Avanza's new CEO has not participated in the warrant programmes
but has acquired 10,000 warrants from Creades AB and Biovestor
AB on market terms.
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Note 10 Auditors' fees and reimbursement of expenses

SEK k - The Group 2017 2016
Ohrlings PricewaterhouseCoopers

Audit engagements -2,208 -1,556
Audit business over and above audit engagements -516 -342
Tax consultancy -96 -263
Other services -460 -
Total -3,280 -2,161
SEK k - Parent Company 2017 2016
Ohrlings PricewaterhouseCoopers

Audit engagements -383 -372
Audit business over and above audit engagements -392 -131
Total =775 -503

The term, audit engagement, refers to the auditing of the Annual
Reportand the bookkeeping and of the administration by the Board of
Directors and the CEO, to other duties incumbent upon the company’s

Note 11 Leasing charges for operational leasing

auditors, and to the provision of advice or other assistance occasioned
by observations in conjunction with such audits or the performance of
other such duties.

SEK m - The Group 2017 2016
Assets held via operational leasing agreements (refers to leasing of premises)
Minimum leasing charges -20 -16
Total leasing costs =20 -16
Agreed future minimum leasing charges in respect of uncancellable contracts and which fall due for payment:
Within one year -28 -24
Between one and five years -144 -88
Later than five years - -
Total =172 -113
Note 12 Other operating expenses
SEK m - The Group 2017 2016
Marketing costs -28 -32
Other operating expenses -15 -17
Total -43 -48
Note 13 Credit losses, net
SEK m - The Group 2017 2016
Year's write-down of confirmed credit losses 0 0
Year's write-down of expected credit losses 0 -1
Total 0 -1
See Note 2 Accounting principles, section (c), for information on the transition to IFRS 9 from 2018 with respect
to the methodology for provisions for expected credit losses.
Note 14 Profit/loss on group participations
SEK m - The Group 2017 2016
Dividend received (anticipated) 248 207
Group contribution received 17 1
Group contribution paid 0 0
Total 264 218
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Note 15 Tax on profit/loss for the year

Notes

The Group Parent Company
SEKm 2017 2016 2017 2016
Current tax expense (=)/tax income (+)
Tax expense (-)/tax income (+) for the period -63 -66 0 0
Total current tax -63 -66 0 0
Deferred tax expense (-)/tax income (+)
Deferred tax in respect of temporary differences 0 0 - -
Total deferred tax 0 0 - -
Total reported tax expense -63 -66 0 0
Reconciliation of effective tax
Profit/loss before tax 441 465 248 207
Tax at current rate of taxation 22.0% 22.0% 22.0% 22.0%
Non-deductible costs 0.2% 0.3% 0.0% 0.0%
Non-taxable income -0.1% -0.3% -22.0% -22.0%
Other tax base in insurance operations -8.1% -8.0% - -
Other 0.0% 0.0% - -
Effective tax 141 % 141 % 0.0 % 0.0 %
Deferred tax in temporary differences and loss carry forwards
SEKm - The Group 31-12-2017 31-12-2016
Deferred tax receivable 0 1
Deferred tax liability 0 0
Net 0 1

The temporary differences refer to depreciation of computers which are, for accounting purposes, depreciated over three years, and for tax

purposes, over five years. There are no loss carry forwards in the Group.

Note 16 Earnings per share

SEK - The Group 2017 2016
Earnings per share before dilution 12.66 13.45
Earnings per share after dilution 12.66 13.44

Earnings per share before dilution

The calculation of earnings per share has been based on the profit/
loss for the year after tax, which totalled SEK 379 million (SEK 399m)
relative to a weighted average number of shares outstanding before
dilutionin 2017.

Earnings per share after dilution
The calculation of earnings per share after dilution has been based on
the profit/loss for the year, after tax, which totalled SEK 379 million

(SEK 399m) relative to a weighted average number of shares out-
standing after dilutionin 2017.

Avanza has three outstanding warrant programmes: 2015-2018
the exercise price of whichis SEK 393.58 per share and 2016-2019
the exercise price of whichis SEK 375.52 per share, 2017-2020 the
exercise price of whichis SEK 430.33 per share. For more information,
see Note 29 Equity. The market price, as of 31 December 2017 was
SEK 344.10.

Number of shares 2017 2016
Average no. shares before dilution 29,889,744 29,660,143
Average no. shares after dilution 29,889,744 29,681,739
Outstanding no. shares before dilution 29,996,222 29,838,922
Outstanding no. shares after dilution 29,996,222 29,908,292
No. shares on full dilution 31,426,222 31,308,922
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Note 17 Lending to credit institutions

The Group

Client fund receivables, attributable to banking business, amount to SEK 1,199 million (SEK 1,143m) which are reported net against client fund

payables of SEK 1,199 million (SEK 1,143m).

Note 18 Lending to the public

SEK m - The Group 31-12-2017 31-12-2016
Account credit with collateral in the form of:

— securities 4179 4,118
- mortgage (Stabelo AB) 43 -
Mortgage loans with collateral in the form of:

—houses 3,397 2,600
- tenant-owned apartments 1,887 1,457
Total 9,507 8,175

Lending to the public is reported after deduction of confirmed and
expected credit losses. As per 31-12-2017, expected credit losses
amounted to SEK 8 million (SEK 8m), see the table below. Lending to
the public is secured through securities and real estate.

Provisions for bad debts

In total, SEK 6,466 million (SEK 5,074m) in mortage loans had been
granted as at 31-12-2017, of which SEK 5,284 million (SEK 4,056m)
has been paid out, implying that the commitment for granted, undi
bursed mortage loans amounts to SEK 1,182 million (SEK 1,018m).
See also Note 35 Financial risks and Note 2 Accounting principles for
information on the transition to IFRS 9 from 2018.

SEK m - The Group 31-12-2017 31-12-2016
Provisions at beginning of year 8 8
Provision for expected losses 0 0
Provisions at end of year 8 8
See Note 2 Accounting principles section (c) for information on the transition to IFRS 9 from 2018 regarding the

method of provision for bad debts.

Note 19 Bonds

SEK m - The Group 31-12-2017 31-12-2016
Issued by municipalities 455 499
Issued by credit institutions 13,965 12,744
Total 14,420 13,244
SEK m - The Group 31-12-2017 31-12-2016
Bonds, quoted 14,420 13,244
Total 14,420 13,244
Allbonds can be pledged to the Swedish Central Bank and are traded OTC in which indicative prices are published on Bloomberg.

Note 20 Shares and participations

SEK m - The Group 31-12-2017 31-12-2016
Shares and participations, quoted 1 0
Shares and participations, unquoted* 21 5
Total 22 5
* Avanza Bank Holding AB (publ) owns shares in Stabelo Group AB, amounting to SEK 21 million (SEK 5 million), which is stated in the table above.
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Note 21 Assets and liabilities in insurance operations

SEK m - The Group 31-12-2017 31-12-2016
Financial assets in insurance operations

Shares and participations 75,942 67,533
Interest-bearing securities 2,302 1,634
Liquid assets 7,797 6,867
Total 86,041 75,934
Financial liabilities in insurance operations

Conditional bonus 86,041 75,934

Net

All assets in insurance operations refer to assets for which the poli-
cyholders carry direct investment risk. All liabilities in insurance oper-
ations refer to conditional bonuses for which the policyholders bear
the direct risk. This means that the policyholders receive yields but
also cover the risk entailed by the insurance operations assets and
liabilities. The Group has no entitlement to the cash flow attributable
to invested funds.

Note 22 Intangible fixed assets

Both the assets and liabilities are valued in accordance with the finan-
cial assets and liabilities category valued at fair value via the Income
Statement. The net effect on profit/loss of unrealised changes in
value, realised changes in value, interest and dividends received and
premiums paid and changes in value of the liability is zero.

SEK m - The Group 31-12-2017 31-12-2016
Goodwill

Acquisition values

At beginning of year 26 26
At end of year 26 26
Write-downs

At beginning of year -3 -3
Atend of year -3 -3
Carrying amount at end of year 23 23
Other intangible assets

Acquisition values

At beginning of year 66 42
Year’s investments 30 24
At end of year 96 66
Depreciation

At beginning of year =27 -27
Year's depreciation -4 -
Atend of year =31 =27
Carrying amount at end of year 65 39
Total intangible fixed assets 88 62

The goodwill in the Group derives from the acquisitions in 2001 of
parts of the operations now conducted within the Group and total-
ling SEK 23 million. No write-down requirement has been identified
in this year's impairment testing. The banking operations’ profit/loss
exceeds the goodwill value by a good margin on a per year basis. Other
intangible assets consist of software licenses and customer relation-
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ships from the acquisition of Placera Media Stockholm AB, which are
fully amortized, and capitalized development costs of SEK 68 million
for a new trading system, which was reprocessed in 2014-2017.

The new trading system began to be depreciated during the year; the
depreciation scheduleis 10 years.
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Note 23 Tangible fixed assets

SEKm - The Group 31-12-2017 31-12-2016
Acquisition values

At beginning of year 86 93
Year's investments 20 6
Year's disposals 0 -13
At end of year 106 86
Write-downs

At beginning of year -68 -73
Year's depreciation -8 -8
Year’s disposals 0 13
At end of year =76 -68
Carrying amount at end of year 30 18
Note 24 Other assets

SEK m - The Group 31-12-2017 31-12-2016
Securities trading receivables 316 194
Current tax assets 3,612 1,142
Deferred tax assets 0 1
Other 185 95
Total 4,113 1,432
Note 25Prepaid costs and accured income

SEK m - The Group 31-12-2017 31-12-2016
Prepaid costs 19 14
Accrued income 149 150
Total 168 164
Note 26 Other liabilities

SEK m - The Group 31-12-2017 31-12-2016
Tax deduction 2 2
Securities trading liabilities 340 240
Accounts payable 15 12
Current tax liabilities 0 0
Deferred tax liabilities 0 0
Other 187 99
Total 544 353
Note 27 Accrued costs and prepaid income

SEK m - The Group 31-12-2017 31-12-2016
Personnel-related liabilities 54 53
Other 53 36
Total 107 89
Note 28 Subordinated liabilities

SEK m - The Group 31-12-2017 31-12-2016
Dated subordinated liabilities 99 99
Total 929 99
Interestrates Nominal amount Maturity date
STIBOR 3M + 3 % annualy 100 10-12-2025
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Note 29 Equity

As of 31 December 2017, the registered share capital comprised
29,996,222 (29,838,922) ordinary shares with a quotient value of
SEK 2.50 per share. During 2017, Avanza did not repurchase any of
its own shares. Retained profit, including net profit/loss for the year,
includes profits earned in the Parent Company and its subsidiaries.

Warrants

Thewarrantprogramme comprises 1,430,000 warrants, representing
adilution of approximately five per cent. Of these warrants, 1,000,870
were transfered to employees. The warrant programme is divided into
three sub-programmes and the total warrant programme runs from
August 2015 to September 2020.

e Outstanding warrants 2015-2018 grant entitlement to subscribe
for a total of 490,000 shares at an exercise price of SEK 393.68
per share. The programme expires on 3 September 2018. The
warrants may be exercised from 27 August 2018 to 3 September
2018.

e Outstanding warrants 2016—-2019 grant entitlement to subscribe
to a total of 490,000 shares at an exercise price of SEK 375.52
per share. The expiration date is 2 September 2019. The warrants
may be exercised from 26 August 2019 to 3 September 2019.

e Outstanding warrants 2017-2020 grant entitlement to subscribe
to a total of 490,000 shares at an exercise price of SEK 430.33
pershare. The expiration date is 30 August 2020. The warrants may
be exercised from 26 August 2020 to 30 August 2020.

Notes

The warrant programme 2014-2017 had an exercise period from
25 August 2017 to 1 September 2017. The exercise price was SEK
315.74 per share. A total of 167,300 shares were available for sub-
scription. 157,300 shares were subscribed for and all such shares have
beenissued.

All warrants are issued on market terms, with the Black & Scholes
model being applied to determine the value. In applying the Black &
Scholes model, the following parameters have been applied:

® Risk-free interest — defined as the interest on a government bond
with the same maturity as the warrant

e Exercise price — according to the resolution of the Annual Gene-
ral Meeting, this has been determined as 120—130 per cent of the
weighted average of the share price over a period determined by
the Genera Meeting

e Volatility — based on the historical volatility of the Avanza Bank
Holding's share on the stock exchange

e Dividend — consideration has been given to the estimated dividend
that will be paid during the term of the option

e Liquidity discount 30 per cent — a discount for illiquidity has been

applied due to the fact that the options are not traded on an active
market

No. outstanding shares - Parent Company 2017
At beginning of year 29,838,922
Warrants issue due to excercise of share warrants 157,300
At end of year 29,996,222
Note 30 Shares and participations in Group companies

SEK m - Parent Company 31-12-2017 31-12-2018
Acquisition value

At beginning of year 415 415
Atend of year 415 415
Accumulated write-downs

At beginning of year -7 -7
At end of year -7 -7
Carrying amount at end of year 409 409

Registered % of Book value,

Subsidiary* Corporate ID no office No. shares shares SEKm
Avanza Bank AB (publ)** 556573-5668 Stockholm 550,000 100 366
Avanza Fonder AB 556664-3531 Stockholm 31,000 100 4
Forsakringsaktiebolaget Avanza Pension 516401-6775 Stockholm 350,000 100 39
Placera Media Stockholm AB 556642-9592 Stockholm 1,000 100 0
Avanza Forvaltning AB 556840-0286 Stockholm 50,000 100 0
Total 409
* Unquoted securities.
** Holdings in credit institutions.
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Note 31 Terms for assets and liabilities

Remaining term (book value)

SEK m - The Group Upon 3-12

31-12-2017 request <3 months months 1-5years >5years Perpetual Total
Assets

Lending to credit institutions 1,731 = = = = = 1,731
Lending to the public - 4,180 43 - 5,284 - 9,607
Bonds = 1,039 4,234 9,146 = = 14,420
Shares and participations - - - - - 22 22
Assets in insurance operations* = 46,695 108 4,628 34,610 - 86,041
Intangible assets - - - - - 88 88
Tangible fixed assets = = = = = 30 30
Other assets - 4113 - - - - 4113
Prepaid costs and accrued income - 168 - - - - 168
Total assets 1,731 56,195 4,385 13,774 39,894 140 116,120
Liabililties

Deposits by the public 27,901 - - - - - 27,901
Liabilities in insurance operations*/** - 46,695 108 4,628 34,610 - 86,041
Other liabilities - 544 - - - - 544
Accrued costs and prepaid income - 107 - - - - 107
Subordinated liabilities - - - - 99 - 99
Total liabilities 27,901 47,346 108 4,628 34,709 - 114,693

* 100 per cent of the distribution of endowment insurance terms is within <3 months. 2 per cent of the terms for endowment pensions are within <3 months,
4 per cent are between 3-12 months, 73 per cent are of 1-5 years and 21 per cent are >5 years. 15 per cent of private pension insurance terms are 1-5 years
and 85 per cent are >5 years. 7 per cent of the terms for occupational pensions are 1-5 years and 93 per cent are >5 years.

** See also the section on Liquidity risks in Note 35 Financial risks.

SEK m - The Group Upon 3-12

31-12-2016 request <3 months months 1-5years >5years Perpetual Total
Assets

Lending to credit institutions 1,583 - - - - - 1,583
Lending to the public - 4,118 - - 4,056 - 8,175
Bonds = 819 2,559 9,866 = = 13,244
Shares and participations - - - - - 5 5
Assets in insurance operations* = 45,116 169 3,964 26,685 = 75,934
Intangible assets - - - - - 62 62
Tangible fixed assets - 18 18
Other assets - 1,432 - - B - 1,432
Prepaid costs and accrued income - 164 - - - - 164
Total assets 1,583 51,650 2,728 13,830 30,741 85 100,616
Liabililties

Deposits by the public 22,832 - - - - - 22,832
Liabilities in insurance operations*/** - 45,116 169 3,964 26,685 - 75,934
Other liabilities = 353 = = = = 353
Accrued costs and prepaid income - 89 - - - - 89
Subordinated liabilities = = = - 99 - 99
Total liabilities 22,832 45,558 169 3,964 26,784 - 99,308

*

100 per cent of the distribution of endowment insurance terms is within <3 months. 2 per cent of the terms for endowment pensions are within <3 months, 7

per cent are between 3—12 months, 71 per cent are of 1-5 years and 20 per cent are >5 years. 14 per cent of private pension insurance terms are 1-5 years
and 86 per cent are >5 years. 7 per cent of the terms for occupational pensions are 1-5 years and 93 per cent are >5 years.

** See also the section on Liquidity risks in Note 35 Financial risks.
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Note 32Financial instruments

Notes

Classification of financial information

Financial instruments Loan
valued at fair value Investments receivables Other Non

SEK m - The Group via Income heldto andaccounts financial financial
31-12-2017 Statement maturity receivable liabilities instruments Total
Assets
Lending to credit institutions - - 1,731 - - 1,731
Lending to the public - - 9,607 - - 9,607
Bonds = 14,420* = = = 14,420
Shares and participations 22 - - - - 22
Assets in insurance operations 86,041 = = = = 86,041
Intangible assets - - - - 88 88
Tangible fixed assets - - - - 30 30
Other assets - - 500 - 3,612 4,113
Prepaid costs and accrued income - 7 142 - 19 168
Total assets 86,063 14,427 11,880 - 3,749 116,120
Liabililties
Deposits by the public - - - 27,901 - 27,901
Liabilities in insurance operations 86,041 - - - - 86,041
Other liabilities - - - 544 0 544
Accrued costs and prepaid income - - - 49 59 107
Subordinated liabilities = = - 99** - 99
Total liabilities 86,041 - - 28,593 59 114,693

* The fair value amounts to SEK 14,451 million, of which SEK 14,451 million is attributed to level 1 and SEK — million to level 2 in the hierarchy for fair value. The

valuation principles are the same as for similar instruments that are reported at fair value in the balance sheet, see Note 2 Accounting principles chapter

(i) Financial instruments. See Note 2 Accounting principles, section (c), for information on the transition to IFRS 9 from 2018.

*

* The fair value amounts to SEK 100 million.

Financial instruments valued at fair value

SEK m - The Group

31-12-2017 Level 1 Level 2 Level 3 Total
Assets
Equities 43,623 0 21 43,644
Fund units 1,272 31,048 - 32,320
Bonds and other interest-bearing securities 15,679 638 = 16,217
Other securities 397 138 - 535
Liquid assets - - - 7,797
Total assets 60,872 31,824 21 100,514
Liabililties
Liabilities in insurance operations (investment agreements) - 86,041 - 86,041
Total liabilities - 86,041 - 86,041
SEK m - The Group
Level 3
31-12-2016 5
Change in value 0
Purchase 16
Sale 0
31-12-2017 21
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Classification of financial information

Financial instruments Loan
valued atfair Investments receivables Other Non

SEK m - The Group value via Income heldto andaccounts financial financial
31-12-2016 Statement maturity receivable liabilities instrument Total
Assets
Lending to credit institutions - - 1,683 - - 1,683
Lending to the public = = 8,175 = = 8,175
Bonds - 13,244 - - - 13,244
Shares and participations 5 - - - - 5
Assets in insurance operations 75,934 - - - - 75,934
Intangible assets - - - - 62 62
Tangible fixed assets - - - - 18 18
Other assets - - 289 - 1,143 1,432
Prepaid costs and accrued income - 16 133 - 14 164
Total assets 75,939 13,260 10,180 - 1,237 100,616
Liabililties
Deposits by the public - - - 22,832 - 22,832
Liabilities in insurance operations 75,934 - - - - 75,934
Other liabilities - - - 353 (0] 353
Accrued costs and prepaid income - - - 32 57 89
Subordinated liabilities - - - 99** - 99
Total liabilities 75,934 - - 23,317 57 99,308

* The fair value amounts to SEK 13,263 million, of which SEK 13,263 million is attributed to level 1 and SEK — million to level 2 in the hierarchy for fair value. The
valuation principles are the same as for similar instruments that are reported at fair value in the balance sheet, see Note 2 Accounting principles chapter (i)Finacial
instruments.

**The fair value amounts to SEK 100 million.

Financial instruments valued at fair value
SEK m - The Group

31-12-2016 Level 1 Level 2 Level 3 Total
Assets

Equities 41,598 0 5 41,603
Fund units 1,347 24,308 - 25,655
Bonds and other interest-bearing securities 14,506 291 = 14,797
Other securities 166 114 - 280
Liquid assets - - - 6,867
Total assets 57,617 24,713 5 89,202
Liabililties

Liabilities in insurance operations (investment agreements) - 75,934 - 75,934
Total liabilities - 75,934 - 75,934
SEK m - The Group

Level 3

31-12-2015 0
Change in value 0
Purchase 5
Sale 0
31-12-2016 5
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Fair value

In the case of financial instruments reported at accrued acquisition
cost, incurring variable interest, or with short maturities, the carrying
amount and fair value are equal. Fair value of lending to the public with
financial instruments or housing as collateral is estimated to be the
same as book value.

The fair value of those financial instruments reported at fair value
through profit and loss, primarily comprising assets within the insur-
ance operations, is determined on the basis of the listed bid prices for
the instruments in question on the closing date. If no active market
exists, the valuation methods described in Note 2 Accounting princi-
ples, are applied. The value of liabilities within the insurance operations
isindirectly linkedto the value of assets, for whichreasonallliabilities pe
taining to the insurance operations are reported at level 2.

Not 33Pledged assets and contingent liabilities

Notes

During the year, no transfers between the levels have taken place.
Pension andinsurance customers (assets in the insurance operations)
are, in principle, only permitted to hold securities traded on a regu-
lated market or a multilateral trading facility (MTF), investment funds
or securities on unlisted securities markets managed electronically by
Avanza.

The accounting principles regarding financial instruments are
describedin Note 2 Accounting principles. See the same note, section
(¢), for more information on the transit to IFRS 9 from 2018.

SEK m - The Group 31-12-2017 31-12-2016
Pledged assets on behalf of customers

Margin lending 153 90
Collateral requirement, Nasdaq derivatives 484 364
Nasdaq Default fund 28 18
Other pledged collateral and security

Nasdaqg OMX MRAH 2 2
Securities liquidation, Euroclear 511 513
Securities liquidation, EMCF 200 180
Swedish Central Bank clearing 20 20
Swedish Central Bank 201 -
Total pledged assets 1,600 1,187

Pledged assets

Pledged assets total SEK 1,600 million (SEK 1,187m) which refers
mainly to credit institutions and the stock exchange. The pledged
assets are comprised of cash and cash equivalents of SEK 50 million
(SEK 130m) and bonds of SEK 1,550 million (SEK 1,057m).

Pledged securities on behalf of customers relate to margin lending,
where Avanza pledges security in the form of liquid assets at Swed-
ish banks that offer Avanza customers equity loans, partly bonds at
Nasdaq Stockholm to meet the security requirements of the stock
exchange for customer derivative positions Avanza has, in turn, equiv-
alent coverage in assets pledged by Avanza customers.

Other pledged sureties and securities primarily relate to liquid assets,
and obligations pledged as security for securities settlement with

parties ondifferent markets. These funds are held on accountin Swed-
ish banks and arise as a consequence of the security requirements,
calculated for participants in the settlement of trades via a central
clearing counterpart. The Swedish Central Bank clearing relates to
securities for the settlement of transactions via Dataclearing. Secu-
rity for Swedish Central Bank refers to collateral to handle the bank’s
liquidity management via RIX on anintraday basis.

Funds managed on behalf of third parties (client fund accounts) which
are not reported in the balance sheet amount to SEK 1,199 million
(SEK 1,143m).

Contingent liabilities
Avanza has no contingent liabilities as per 31 December 2017.

SEK m - Parent Company 31-12-2017 31-12-2016
Pledged assets None None
Contingent liabilities None None
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Note 34 Capital base and capital requirements
Information on capital adequacy regarding the
Conglomerate, the Consolidated situation and Avanza
Bank AB (publ)

Information on Avanza's capital adequacy in this note relates to infor-
mation that must be published in accordance with 6 chap. 3-4 88§
Swedish Financial Supervisory Authority’s provisions and general
advice (FFFS 2008:25) on annual reports of credit institutions and
securities firms and that relates to information in articles 92, 436,
437 and 438 in regulation (EU) no 575/2013 and of 8 chap. 7 § of
the Swedish Financial Supervisory Authority provisions and general
advice (FFFS 2014:12)on prudential requirements and capital buffers
and column a appendix 6in Commissionimplementing regulation (EU)
no. 1423/2013. Other information, that is mandatory in accordance
with FFFS 2014:12 and regulation (EU) no 575/2013, is available at
the website investors.avanza.se/en.

The conglomerate’s capital base and capital
requirements

In 2008, the Swedish Financial Supervisory Authority ruled that
AvanzaBank Holding AB (publ) (Corporate Identity Number 556274-
8458) and its subsidiary companies constitute a financial conglomer-
ate. The financial conglomerate comprises all companies within the
Group. The new Solvency 2 rules took effecton 1 January 2016, as a
result of which the conglomerate’s largest sector is insurance. Previ-
ously, the banking and securities sector was the largest sector.

Due to the new solvency rules, a line has been added in the following
table for solvency capital, which refers to the estimated discounted
future value of Avanza Pension’s cash flows generated by policyhold-
ers’ capital. The capital requirements for regulated units in the insur-
ance sector include the estimated solvency capital adequacy require-
ment, which affects policyholders’ assets.

Avanza Pension's solvency capital requirement and capital base are
calculated using the Solvency 2 directive’s standard model. The stan-
dard modelrequires assumptions that are determined partly by author-
ities and partly by Avanza Pension’s Board of Directors. Leading up to
the calendar year 2018, Avanza Pension's Board of Directors have
decided to adjust a number of assumptions. If these assumptions had
been applied on holdings as of 31 December 2017, Avanza Pension’s
aggregate capital requirement decreases from SEK 1,563 million to
SEK 810 million, atthe same time that Avanza Pension’s solvency cap-
ital would decreases from SEK 2,643 million to SEK 1,309 million.

The conglomerate’s capital base must cover the prescribed minimum
capital requirements as regulated in regulation (EU) no 5756/2013
and the solvency requirements regulated in the Swedish Insurance
Operations Act. The regulations help boost the Group's resilience to
unforseen financial losses and thereby protect customers. The Swed-
ish Financial Conglomerates Special Supervision Act (2006:531)
and the regulations and general guidelines of the Swedish Financial
Supervisory Authority (FFFS 2011:26) concerning special supervi-
sion of financial conglomerates apply when determining the statutory
capitalrequirementofthe financial conglomerate. The conglomerate’s
capital base and capital requirements have been calculated using the
consolidation method.

The Board of Directors resolved in August 2015 to strengthen the
capital base, and a 10-year, SEK 100 million subordinated bond was
issued in December 2015. The first day of trading on Nasdaqg Stock-
holmwas 3 February 2016. The conglomerate’s capital base complies
with financial conglomerate’s capital requirements.

SEK m - The financial conglomerate 31-12-2017 31-12-2016
Capital base
Shareholders' equity, the Group 1,427 1,308
Proposed/assumed dividend -315 -313
Shareholders' equity, financial conglomerate (Tier 1 capital) 1,112 995
Additional
Solvency capital 2,523 2,340
Subordinated bond* 99 92
Less
Intangible fixed assets -88 -62
Deferred tax receivables 0 -1
Total capital base 3,646 3,364
Capital base per sector
Capital requirement for regulated units in the insurance sector 2,683 2,482
Capital requirement for regulated units within the banking and securities sector 963 882
Total capital base 3,646 3,364
Capital requirement per sector
Capital requirement for regulated units in the insurance sector 1,563 1,432
Capital requirement for regulated units within the banking and securities sector 831 598
of which additional buffer requirement 269 184
of which additional Pillar 2 requirement 81 35
Total capital requirement 2,394 2,030
Capital surplus 1,251 1,334
Capital base/Capital requirement 1.52 1.66

* See Note 28 Subordinated liabilities.
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The consolidated situation’s and Avanza Bank AB’s
(publ) capital base and capital requirements

Here, consolidated position means Avanza Bank Holding AB (publ)
and subsidiaries Avanza Bank AB (publ) ("Avanza Bank”) and Avanza
Fonder AB.

The following applies to ratification of statutory capital requirements
for the consolidated situation and the institution Avanza Bank: Act
(2014:968) on specific inspection of credit institutions and securities
companies, capital adequacy regulation (EU no 575/2013), the Cap-
ital Buffers Act (2014:966) and the Swedish Financial Supervisory
Authority provisions and general advice on prudential requirements
and capital buffers (FFFS 2014:12).

These rules seek to ensure that companies manage their risks and
protect customers. The rules state that the capital base must cover
the minimum capital requirement (capital requirements for credit risk,
market risk, settlement risk and operational risk), buffer requirements
(capital conservation and contracyclical buffer) and additional Pillar
2 requirements (interest rate risk in the banking book, concentration
and pension risk).

Avanza has not received the Swedish Financial Supervisory Author-
ity's permission to apply internal models for calculating capital ade-
quacy. This means that capital requirements are calculated according
to the capital adequacy regulation’s (regulation (EU) no 575/2013)
standard models. Accordingly, capital requirements for various risks
are calculated based on established requirements as a percentage
multiplied by amounts taken from Avanza'sincome statement and bal-
ance sheet. The productis a capital requirementin SEK. Avanza's cap-
ital requirement essentially stems from credit risk and operational risk.

In the category of credit risk, it is mainly Avanza's mortgage loans and
portfolio of covered bonds that require capital. The risk-weighted
exposure amount for credit risk for mortgage loans is calculated as
the mortgage loan exposure multiplied by a risk weight of 35 per cent
and for covered bonds as the exposure multiplied by arisk weight of 10
per cent. Avanza's margin lending also require capital, but to a lesser
extent, since this exposure category allows exposure adjustments.
The risk-weighted exposure amount for credit risk secured against
listed securities is calculated as:

e The credit risk mitigation applied is comprised of cash and cash
equivalents, as well as shares included on indices defined by
ESMA as stipulated in CRD IV. Swedish shares are creditable to a
maximum of 78 per cent if they are included on the OMXSPI.

e Securities received are revalued daily in line with current market
value. The lending value comprises a certain percentage of this
market value.

e Exposureisin SEK and the majority of the securities comprise
shares and fund units (93 per cent), and the majority of the collate-
ralis listed in SEK (90 per cent).

e Noguarantees are received or issued for customers or other par-
ties. Nor are there any OTC dealings with regard to any types of

derivatives.

Avanza also invests surplus liquidity in government, municipal and
county councilbonds. They have arisk weight of O.
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The capital requirement for operational risk is calculated according
to the capital adequacy regulation's base method. Accordingly, the
requirement is calculated as 15 per cent of the last three financial
years' average operating income.

Institution-specific capital requirements have been added to the min-
imum harmonisation requirements in the capital adequacy regulation.
These institution-specific capital requirements are calculated accord-
ingtoamethodology established by the Swedish Financial Supervisory
Authority. This means that Avanza faces additional institution-specific
capital requirements due to concentration risk within name, industry
andregion, and also due to interest risk in the bankbook.

Capital adequacy analyses for the consolidated situation and the insti-
tution Avanza Bank AB (publ) are provided on the following pages.

Internal capital adequacy assessment process (ICAAP)
According to the EU’s capital adequacy directive 2013/36/EU arti-
cle 73 and the Swedish Financial Supervisory Authority’s provisions
(FFFS 2014:12 chap. 10), companies must describe in a special doc-
ument their assessment of their total capital need. This special docu-
ment is called the company’s internal capital adequacy assessment
(ICAAP). The ICAAP is done annually, and in the document the com-
pany makesaninternal assessment of the capitalrequirement for each
type of risk. The internal capital requirement is compared to the com-
pany’sregulatory capital requirement. The purpose of the ICAAP s for
companies to make anindependent analysis of their capital needs, not
mechanically use prescribed practices.

In conjunction with the annual ICAAP, a detailed stress test is made of
Avanza'sexposures tovaluate allrisks to ensure that Avanza's business
model is sustainable. A capital need is calculated for each risk, which
is then compared to the prescribed minimum requirement and buffer
requirement. Includedin an forward-looking analysis are several highly
stressed scenarios, as well as their consequences for the capital base,
to ensure that Avanza does not expose its customers to risk.

Theresult of the ICAAP s approved by Avanza Bank's Board of Direc-
tors and submitted to the Swedish Financial Supervisory Authority
upon request. The ICAAP is used as the basis for decisions regarding
the capital structure, e.g. in conjunction with decisions to exercise the
authorisation granted by the Annual General Meeting to repurchase
the company’s own shares and decisions on dividend payments.

The latest ICAAP for Avanza Bank was prepared in the forth quarter
of 2017 with referens date as of 30 June 2017. The internal capital
need was estimated at SEK 170 million. The total capital need, includ-
ing Pillar 1 and Pillar 2 requirements excluding buffer requirement,
amounted to SEK 477 million on the same date, while Avanza Bank'’s
actual capital base was SEK 952 million. The ICAAP concluded that
Avanza did not expose depositors or customers to risk.

AnICAAP s also prepared for the consolidated situation based on the
ICAAP preparedfor AvanzaBank. The consolidatedsituation'sICAAP
as of 30 June 2017 estimated the internal capital need at SEK 170
million, the total capital requirement at SEK 469 million and the actual
capital base at SEK 944 million. The consolidated situation's ICAAP
stated that Avanza’s depositors and customers are not exposed torisk.
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Notes

SEK m - Consolidated situation 31-12-2017 31-12-2016
Capital base

Shareholders' equity, the Group 1,427 1,308
Proposed/assumed dividend -315 -313
Equity not part of the consolidated situation -100 -66
Equity, consolidated situation (adjusted for assumed/proposed dividend) 1,012 929
Intangible assets -88 -62
Deferred taxes 0 -1
Avanza Bank Holding AB:s (publ) holding in Férsakringsaktiebolaget Avanza Pension -39 -39
Common equity tier 1 capital 885 827
Subordinated bond* 99 92
Tier 2 capital 99 92
Total capital base 984 919

Capital requirement

Credit risk according to standardised approach 365 275
Market risks (o] 1
Settlement risk 0 0
Operational risk according to the base method 113 93
Total capital requirement 478 369

Risk exposure amount

Credit risk according to standardised approach 4,562 3,436
of which Institutions (risk-weight 20 %) 345 316
of which Corporates (risk-weight 100 %) 390 28
of which Households (risk-weight 75 %) 175 172
of which Collateral in real estate (risk-weight 35 %) 1,850 1,420
of which Covered bonds (risk-weight 10 %) 1,397 1,276
of which Shares (risk-weight 250 %) 52 -
of which Other items (risk-weight 100 %) 354 224

Market risk 3 11

Settlement risk 0 0

Operational risk according to the base method 1,410 1,162

Total risk exposure amount 5,976 4,609

Capital ratios and buffers

Common equity tier 1 ratio, % 14.8 17.9
Tier 1 ratio, % 14.8 17.9
Total capital ratio, % 16.5 19.9
Capital base in relation to capital requirement 2.06 2.49
Common equity tier 1 capital requirement, % 4.5 4.5
Additional tier 1 capital requirement, % 1.5 1.5
Tier 1 capital requirement, % 6.0 6.0
Tier 2 capital requirement, % 2.0 2.0
Total minimum capital requirement, % 8.0 8.0
Institution-specific buffer requirement, % 4.5 4.0

of which capital conservation buffer requirement, % 2.5 2.5

of which countercycical buffer, % 2.0 1.5
Total capital requirement including buffer requirement, % 12,5 12.0
Common equity tier 1 capital available for use as a buffer, % 10.3 13.4
Total capital base 984 919
Capital requirement (8%) -478 -369
Buffer requirement -269 -184
Additonal requirement with reference to Pillar 2 -81 -35
Total requirements -828 -588
Capital surplus after buffer requirement and Pillar 2 157 331

Information is only provided regarding the buffer requirements which have come into force.

* See Note 28 Subordinated liabilities.
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SEK m - Avanza Bank AB (publ) 31-12-2017 31-12-2016
Capital base
Shareholders' equity 1,044 824
Proposed/assumed dividend -118 0
Equity (adjusted for assumed/proposed dividend) 925 824
Intangible assets -66 -39
Deferred taxes 0 -1
Common equity tier 1 capital 859 784
Subordinated bond* 99 93
Tier 2 capital 99 93
Total capital base 959 877
Capital requirement
Credit risk according to standardised approach 371 281
Market risks (0] 0
Settlement risk 0 0
Operational risk according to the base method 106 93
Total capital requirement 476 374
Risk exposure amount
Credit risk according to standardised approach 4,633 3,614
of which Institutions (risk-weight 20 %) 345 316
of which Corporates (risk-weight 100 %) 390 28
of which Households (risk-weight 75 %) 175 172
of which Collateral in real estate (risk-weight 35 %) 1,850 1,420
of which Covered bonds (risk-weight 10 %) 1,397 1,276
of which Other items (risk-weight 100 %) 477 302
Market risk 3 1
Settlement risk 0 0
Operational risk according to the base method 1,320 1,156
Total risk exposure amount 5,956 4,671
Capital ratios and buffers
Common equity tier 1 ratio, % 14.4 16.8
Tier 1 ratio, % 14.4 16.8
Total capital ratio, % 16.1 18.8
Capital base in relation to capital requirement 2.01 2.35
Common equity tier 1 capital requirement, % 4.5 4.5
Additional tier 1 capital requirement, % 1.5 1.5
Tier 1 capital requirement, % 6.0 6.0
Tier 2 capital requirement, % 2.0 2.0
Total minimum capital requirement, % 8.0 8.0
Institution-specific buffer requirement, % 4.5 4.0
of which capital conservation buffer requirement, % 2.5 2.5
of which countercycical buffer, % 2.0 1:5
Total capital requirement including buffer requirement, % 12.5 12.0
Common equity tier 1 capital available for use as a buffer, % 9.9 12.3
Total capital base 959 877
Capital requirement (8%) -476 -374
Buffer requirement -268 -187
Additonal requirement with reference to Pillar 2 -81 -35
Total requirements -825 -596
Capital surplus after buffer requirement and Pillar 2 134 281
Information is only provided regarding the buffer requirements which have come into force.
* See Note 28 Subordinated liabilities.
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Note 35Financial risks

The Group’s exposure to financial risks

Avanza is primarily exposed to credit risks and operational risks, but
also has a certain exposure to market risks, liquidity risks and actuarial
risks.

No major changes affected Avanzas's risk profile or exposure to risks
during 2017.For further information on risks and risk management in
business operations, see pages 28-30 and the Corporate Gover-
nance Report pages 34—41.

Creditrisks

Avanza's lending and management of the surplus liquidity expose the
bank to credit risk, that is to say the risk that borrowers will not fulfill
their financial commitments to Avanza and the risk that financial secu-
rities will not cover the claim (settlement risk). Counterparty risk also
arises in customer security trading.

No significant concentrations of risks arise with any individual financial
security, counterparty, sector or region. The small concentration risk
that does exist is with credit institutions and interest-bearing invest-
ments with Swedish credit institutions related to surplus liquidity man-
agement. See also the section Liquidity management.

On the closing day, lending to the general public amounted to SEK
9,507 million (SEK 8,175m). Average lendingin 2017 was SEK 8,830
million (SEK 7,110m). The majority of allexposure s to customers resid-
ingin Sweden. Loans are only made to customers resident outside the
Nordic countriesinexceptional circumstances. Avanza's lending to the
general public takes the form of margin lending and mortgage loans.

Margin lending

All margin lending is secured against listed securities. As of year-
end, lending to the general public against listed securities totalled
SEK 4,179 million. The market value of pledged securities was SEK
34,419 million. The financial effects of securities held are calculated
on a customer by customer basis, meaning that any surplus value in a
security for one customer cannot be offsetagainst that of another cus-
tomer. The majority of such securities are Swedish listed equities with
good liquidity that are measured at fair value on the particular market.
Avanza makes an assessment of the appropriate loan to value ratio
based on the liquidity of the security, volatility and net asset value and
sets a substantial risk margin to protect the bank as well as its custom-
ers against credit losses.

Therepayment capacity of eachborroweris evaluated and a creditlimit

setinline withthe borrower’s creditscore. Inthe lending process, ajoint
limitis set for all borrowers belonging to the same sphere. The spread

Pledged financial assets for margin lending

in Avanza's lending is very good. There is no great concentration of
pledged securities within margin lending. As of 31 December 2017,
37(25) margin lending exceeded SEK 10 million. The combined total
of these margin lending was SEK 887 million (SEK 745m), of which
the highest was SEK 87 million (SEK 85m).

Lending is monitored on a daily basis. At so-called excess leverage,
that is to say where debt is covered by pledged securities but the
loan exceeds the value of the security and the security margin is no
longer covered, the customer is contacted and notified of when the
situation must be rectified. The customer can either rectify the excess
leverage by depositing money or securities in the account or settling
securities. If no action is taken, Avanza has the right to sell enough
of the securities pledged as collateral as required to rectify the prob-
lem. In the event of volatile markets or other extreme events, excess
leverage is actioned immediately on the day it arises, through the sale
of securities. As of 31 December 2017, excess leverage amounted
to SEK 5.4 million (SEK 2.4m) or 0.05 (0.03) per cent of security-
backedlending. Average excess leverage during the year amounted to
SEK 4.7 million (SEK 5.1m) or 0.05 (0.07) per cent of margin lending.

If pledged securities do not cover the customer’s liabilities, an
assessment is made of the necessary writedown. The writedown
is preceded by an individual assessment of the borrower and what
can be expected to be covered. Avanza had credit losses during the
year on margin lending of SEK O million (SEK Om). As of 31 Decem-
ber 2017, there were no past due loans, no loans written down where
security had not yet been utilised and no seized collateral not yet sold.
On the closing day, accumulated provisions for expected credit losses
amounted to SEK 8 million (SEK 8m). Exchange rate gains/losses or
other revaluations do not arise. See also Note 13 Credit losses and
Note 18 Lending to the general public.

Avanza stress tests its margin lending in a number of hypothetical sce-
narios. Margin lending portfolios are stress tested in terms of margin
losses andlosses arising due to a lack of diversification (concentration
risk). The method for testing margin stress means that all shares drop
in value according to risk class/credit quality pursuant to the loan to
value ratio or risk margin.

All margin lending to customers is subject to a month’s notice and can
therefore be given notice to terminate, should exposure need to be
rapidly reduced.

Market value, Credit exposure, Share of balanced

31-12-2017 Currency SEKm SEKm exposure, %
Shares SEK 28,094 3,530 84
Funds SEK 2,846 396 10
Shares uUsb 1,214 124 3
Other 2,265 129 3
Total 34,419 4,179 100
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Mortgage loans

Avanza has offered mortgage loans since the end of 2013. The offer
targets Avanza's high net worth Private Banking customers with at
least SEK 3 million in overall savings with Avanza and a low loan to
value ratio of a maximum 50 per cent at the time the mortgage loan
is granted. Employees can also take advantage of the offer with pre-
ferred terms, where the maximum loan to value ratio is 70 per cent at
the time the loan is granted. As of 31 December 2017, mortagage
lending amounted to SEK 5,284 million (SEK 4,056m). All mortgage
loans are secured with pledges on houses and tenant-owned apart-
mentsin Sweden. The average loan to value ratio was 36 (36) per cent
at the end of the year. The market value of a property is reassessed
each year through a statistical evaluation, which is purchased from
external parties. The last reassessment occurred in november 2017.

Pledged assets for mortgage loans

Notes

Avanza is required to act as the only pledgee for the security. Normal
creditassessmentoccurs,inwhicha“remain-to-live-calculation” (RTLC)
is performed to see whether the borrower satisfies a scenario with the
currentinterest rate plus 6 per cent, given the amount applied for.

Repayment s introduced if the borrower’s loan to value ratio exceeds
75 per cent. If the loan to value ratio exceeds 50 per cent, interest pre-
miums accrue according to a fixed interest rate tier. | In addition to this,
authority requirements regarding amortisation are added. In a credit
risk stress test with stress of the market value by 35 per cent, the
expected credit loss amounts to SEK 3.9 million, which is a result of
alow loan to value ratio.

Loan-to-value ratio Loan-to-value ratio

31-12-2017 Credit limit, SEK m Lending, SEKm (credit limit), % (lending), %
Houses 3,702 3,397 38 35
Tenant-owned apartments 2,068 1,887 M 37
Total 5,770 5,284 39 36

Working capital loan

In 2017 Avanza granted a working capital loan to the consumer loan
company Stabelo AB. The working capital loan is a short-term financ-
ing solutionto finance the payment of mortgage loans. The mortgages
are distributed through Avanza, issued by Stabelo’s mortgage lending
institution and then purchased by Stabelo's Mortgage fund, which
manages them until maturity or redemption. The working capital loan
isconsideredabridgeloanuntil the mortgage volume generatedis sold
to the Mortgage fund. The loan, which takes the form of an overdraft
facility, extends for one year and is maximised at SEK 350 million. As
collateral for the loan, Stabelo has at any given time pledged the part
of the mortgage portfolio that has not yet been assigned to the Mort-
gage fund. As of 31 December 2017 the utilised amount was SEK
43.2 million.

Liquidity management

The creditand finance departmentis responsible for Avanza'’s liquidity
management. In addition toinvestments, thisincludes regulatory com-
pliance, measuring and reporting relevant risk and return measures,
and the portfolio's composition.

Avanza has considerably more deposits from the general public than
lending to the public. Investable liquidity, i.e. surplusliquidity, consists of
liquid assets (excluding client funds) placed with credit institutions and
interest-bearing securities less pledges. Holdings in securities consist
of covered mortgage bonds with short terms issued by Swedish banks
and attoalesser extent securities issued by the Swedish government,
municipalities and county councils.

Administration of liquidity

The holdings of bonds at the closing day amounted to SEK 14,420 mil-
lion (SEK 13,244m), of which bonds issued by Swedish municipalities
and county councils amounted to SEK 455 million (SEK 499m). Other
surplus liquidity is invested primarily in systemically important Nordic
creditinstitutionsandamountedatyear-end to SEK 1,731 million (SEK
1,583m).

Avanza has a diversified portfolio with limited concentration risk vis-
a-vis individual counterparties. Liquidity is invested in accordance
with the company’s financial guidelines, which regulate allowed bond
issuers, set a maximum average interest duration of 3 months and
require that the bonds be allowed as security at the Swedish Riksbank.
Regulation also safeguards the quality of counterparties and pledged
securities. All covered bonds have the highest bond rating, AAA, with
Standard & Poor’s or Moody's.

Counterparty risk within security trading on customers’ behalf
Avanza has a limited exposure to counterparty risk within securities
trading. Avanzais a member of the Stockholm, Oslo, Copenhagen and
Helsinki stock exchanges. The counterparty risks primarily arise as
a consequence of business flow in these marketplaces. Avanza only
trades on customers’ behalf in standardised derivatives, settled over
Nasdag. No OTC dealings occur. The risks are limited by Avanza's use
of recognised clearing houses, e.g. Euroclear and Nasdaq in Sweden,
to settle executed transactions.

31-12-2017 Book value, SEKm Share, %
Lending to credit institutions 1,731 11
Bonds* 14,420 89
of which Swedish government, municipalities and county councils 455 3
of which secured mortage bonds 13,965 86
* Average duration of bondholders is 0.18.
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Operational risks

Operationalrisks are defined as the risk of loss as aresult of inappropri-
ate or inadequate internal processes, human error, incorrect systems
or external events. The definition includes legal risk.

The work involved in managing operational risks is structured and
follows methods and guidelines for identifying risks. This approach
facilitates a satisfactory management of risks considered to be seri-
ous within the risk appetite applicable at any given time. Avanza works
towards preventative operational risk management.

Risks are valued according to a model measuring probability and con-
sequence. The consequences are assessed in three areas: financial
impact, customer/reputationimpactandregulatory impact. Both qual-
itative and quantitative measures constitute grounds for the Board's
determination of the risk appetite within operational risk. In addition,
the CEO sets tolerance limits.

Business consequence analyses are undertaken on Avanza's critical
processes. By establishing tolerable disruption times in these activ-
ities, the requirements in terms of resources such as infrastructure,
systems, personnel and premises are clarified.

Avanza's employees are trained in risk management, security, internal
control and governance in order to raise understanding and compe-
tence in these fields. All employees whose work duties require so are
licensed according to the SwedSec AB's requirements. This strength-
ens the environment for establishing a sound risk culture.

Incident reporting in the operations sharpens the focus on the prevail-
ing situation and the actual outcome of the risks to which Avanza is
exposed. The incidents are measured, analysed and reported to those
responsible for managing the risks, in order to facilitate improvements
but also to inform the valuation of risks in the operations.

Changes in the operations follow an approval process whereby the rel-
evant considerations are given the appropriate significance. Commer-
cial, technical, legal, risk and security considerations are made before
any decision is taken as to implementation.

Avanza's IT risks and information security, i.e. the risk that IT and infor-
mationassets are notsufficient, corrector safe, is of major significance.
Information is one of Avanza’'s most important assets, and digitisation
is increasing the amount of information at the same time that manag-
ing the information is becoming more complex. Information security
and cybersecurity are very much a management and board issue. To
ensureinaneffective and structured way thatithas the right protection
forits information and that it can adapt the protection to future needs,
Avanza uses an information security management system based on
the international standards in the ISO 27000-series.

Market risks

Market risk is the risk of Avanza's earnings, equity or value decreas-
ing due to changes in risk factors on the financial market. Market risk
includes stock price risk, interest rate risk and currency risk. Avanzais
not exposed to any market risk of major significance, which is why in
no sensitivity analysis has been conducted in accordance with IFRS 7.

Stock price risk

Stock pricerisk is the risk that the fair value of, or future cash flow from
a share will vary due to changes in market prices. Avanza does not
conduct any proprietary trading. The company only performs trading
on behalf of customers. In addition, Avanza must manage the market
risk that arises as a consequence of 'faulty trades’.
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Interest risk

Interest risks arise through an imbalance in the terms of Avanza's
assets and liabilities. Changes in interest rates can affect the market
value of assets and liabilities. Avanza has no fixed interest agreements
with customers. Avanza lends at a variable interest rate and adjusts to
normal market conditions only in the event of interest rate changes by
the Riksbank. Lending is financed by variable rate deposits.

In 2015, Avanza issued a bond in the form of a subordinated loan with
a tenor of 10 years. The nominal value is SEK 100 million. The bond-
holders are paid coupons (interest) on a quarterly basis. The interest
on the subordinated loan is reset quarterly and the interest mark-up is
300 basis points over STIBOR 3M.

Surplus deposits are invested within the investment restrictions in
Avanzas's financial guidelines. To effectively manage the liquidity, the
Board has established limits on allowable interest risk. The investment
ofthe bank’s surplusliquidity is made atamaximum average fixed inter-
est rate duration of 0.25, i.e. three months. Furthermore, the interest
risk, measured as a parallel displacement of two percentage units of
the interest curve, may never exceed 8 per cent of the bank’s capital
base.

Management of surplus liquidity amounted to a value of SEK 14,5650
million (SEK 13,639m) at year-end. Interest sensitivity in the portfolio
is measured and internally reported on a weekly basis. Interest risk is
limited as Avanza intends, and has the capacity, to hold all reported
bondholdings to maturity. This is also reflected in the financial state-
ments.

Consequently, the risk of having to sell bondholdings in advance at a
different market value is also limited. Of the bonds, 95 per cent have
variable coupons (FRN — Floating Rate Notes) with quarterly interest
revaluations, and the remaining b per cent have fixed interest coupons
and a remaining tenor of under one year. A sensitivity analysis of the
portfoliois performedat the end of each quarter when aninterestreport
is submitted to the Swedish Financial Supervisory Authority. As of 1
January 2018, as aresultof the transition to IFRS 9, the liquidity portfo-
lio willbe measured at fair value through other comprehensive income.
Through 31 December 2017 these financial assets were measured at
amortised cost, see Note 2 Accounting principles section (c).

Currency rate risk

Assets and liabilities in the balance sheet are measured primarily in
SEK. Customers may hold foreign currency in their account, includ-
ing for settling transactions in a foreign currency. Such currency bal-
ances are matched in full by the equivalent balance in Avanza’s bank
accounts. Nosignificant currency exposure exists outside the balance
sheet.

Liquidity risks

Information on liquidity risks shall be provided annually in accordance
with the Swedish Financial Supervisory Authority’s regulations (FFFS
2010:7) on management and disclosure of liquidity risks in creditinsti-
tutions andinvestment firms. Avanza’s Credit and Finance department
bears operational responsibility to manage Avanza’s liquidity risk. The
department reports to the CFO.

Liquidity risk is defined as the risk that the company will be unable to
meet its payment commitments when due, or will only be able to do so
by incurring a significantly increased cost. Liquidity risk can be divided
intotwo aspects. The firstaspectis the risk of not being able to finance
the operations, and the other aspect is the risk of not being able to
convertinvestment assets to liquidity.
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Avanza it is not a liquidity provider on the financial market. Further-
more, operations are conducted without significant external financing
requirements and have low exposure to liquidity risks. Avanza funds
itself through equity, a subordinated bond and customer deposits.
Deposits from the general public are considered to be one of the most
secure sources of financing compared to other forms of financing. The
liquidity risk is reduced because the financing being spread across a
very large number of households. Historically, deposits from the public
have exhibited little movement, a relatively high degree of so called
“stickiness”. Avanza's current financing structure exceeds liquid-
ity requirements many times over, giving Avanza substantial surplus
liquidity.

Good payment readiness requires that the asset side of the balance
sheet is liquid. To have sufficient funds at all times to meet its pay-
ments and ensure customer withdrawals, Avanza makes continuous
forecasts and performs stress tests to assess its need for means of
payment. The stress tests build on historical data and are based on a
number of scenarios specific to Avanza.

Forecasts are performed daily to manage short-term liquidity risks.
Special contingency funding plans have been established to manage
serious disruptions to the liquidity situation. This contingency plan is
based on the size of surplus liquidity in relation to the bank's lending.
The plan follows a tiered structure where measures are taken as var-
ious predetermined limits on the size of the surplus liquidity in relation

Remaining term (undiscounted cash flows)

Notes

to lending to the public are passed. In order to cope with short-term
fluctuations in deposits and lending from/to the general public, a sig-
nificant part of the assets is held in cash at spot rates or maturing on
the following business day.

SEK 50 million (SEK 130m) of lending to credit institutions has been
pledged as security. This means that lending to credit institutions,
excluding pledged securities, of SEK 1,681 million (SEK 1,453m) can
be withdrawn by customers by the next banking day at the latest. In
addition to mortgage loans with a usual term of 30 years, Avanza’s
otherlarger balance sheetitems have a short term. Covered mortgage
bonds and interest-bearing securities issued by the Swedish govern-
ment, municipalities and county councils are managed daily and can
normally be convertedto cash withinafew days. The bond portfolio has
an even maturity structure annually, quarterly and to a certain extent
monthly, meaning that large negative changes in surplus liquidity are
managed with the help of ongoing maturities. Avanza has no individual
large deposit customers of significance for liquidity. Instead, deposits
are spread among many customers and payment readiness is consid-
ered very good. See also Note 31 Terms for assets and liabilities.

Liabilities in the insurance business do not affect the liquidity risk. The
reason for this is that there are equivalent assets and that it is poli-
cyholders’ own funds, and thus the customers themselves, that are
responsible for the risk. Nor are there any contractual due dates.

SEK m - The Group Upon 3-12

31-12-2017 request <3 months months 1-5years >5years Perpetual Total
Deposits by the public 27,901 - - - - - 27,901
Other liabilities - 544 - - - - 544
Accrued costs and prepaid income = 107 = = = = 107
Subordinated liabilities* - 1 3 17 107 - 128
Total liabilities** 27,901 652 3 17 107 - 28,680

* Interest payments during the full term are calculated with STIBOR 3M + 3% as per 31-12-32017.
** Totalliabilities excluding liabilities in insurance operations for which policyholders are exposed to the risk of changes in value. These liabilities do not affect the

liquidity risk.

Liquidity and financing, SEK m 31-12-2017 Term
Lending to credit institutions 1,731 1 day
Lending to the public — margin lending 4179 1 month
Lending to the public — mortgage loans 5,284 At least 30 years
Bonds 14,420 22 months
Deposits by the public, excluding client funds 27,901 On spot basis

Actuarial risks

The actuarial risks in the business operations are small. Mortalities,
survivors’ pensions, waivers of premium and sickness insurance are
relayed of an external party and the risks are not borne by Avanza.
However, the company providesits ownlife insurance linked to endow-
ment insurance contracts, where payment to the insured’s survivor
amounts to 101 per cent of the sum assured upon death.

Avanza 2017

Therisk premiumso farhas more than covered therisk costassociated
with mortalities arising from endowment insurances. The insurance
risk ismanaged by basing risk premiums on statisticalassumptions and
through monitoring according to actuarial guidelines. To avoid large
fluctations in earnings, Avanza reinsures risk costs in excess of SEK
250 thousand.
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Note 36 Related parties

Transactions with related parties are priced on market terms.

Related party transactions with key individuals in senior
positions and other related parties

A company closely related to the Board of Directors was hired during
the year torecruitanew CEO. The company invoiced at a market rate.

In 2017, Stabelo AB was granted a bridgeloan by Avanza for a max-

imum of SEK 350 million to finance the payout of mortgage loans
before they are acquired by Stabelo’s mortgage fund.

Transactions with related parties

Exceptfromthis,notransactions,overand above normalaccountman-
agement, have been undertaken by the Group Management, Board of
Directors, close family members of the same, or companies over which
any of these individuals exercise a controlling influence. Nor have any
provisions or costs for bad debts associated with related parties been
reported during the financial year. Lending to key individuals in senior
positions and to other related parties is anormal part of our operations.

Senior executives participate in the Group's warrant programme on
market terms, see Note 9 Employees and personnel costs.

Transactions with key individuals in senior positions and other related parties

Lending, SEKm
Deposits, SEKm

Brokerage fees, SEK k
Interestincome, SEK k
Interest expenses, SEK k

Invoicing from related parties’ limited companies, SEK k

Transactions with subsidiaries
Parent Company interest income from Group companies, SEK m
Parent Company interest expenses to Group companies, SEK m

Parent Company receivables from Group companies, SEKm
Parent Company liabilities to Group companies, SEK m

Note 37Important estimates

According to management, critical assessments regarding the
accounting principles applied and the source of uncertainty in estim-
tions primarily refer to credit assessments. The assessments and esti-
mations are reviewed regularly. Changes in assessments are reported
in the period in which the change is made if such change has had an
effect only during that period, or in the period in which the change is
made and also in future periods if the change affects both the periodin
question and future periods.

Note 38 Events after the closing day
No significant events have occurred after the closing day.
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31-12-2017 31-12-2016
31 45

390 181

2017 2016

470 472

283 302

44 38

1,393 705

2017 2016
31-12-2017 31-12-2016
324 352

0 0

Credit assessment

The write-down of credit losses is made on the basis of an individual
assessment andis based on the management’s best estimation of the
present value of the cash flow expected to be received. In estimating
these cash flows, an assessment is made of the counterparty'’s finan-
cial situation and the sale value of each underlying collateral item.
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Note 39 Proposed allocation of profits

Dividend policy

Avanza Bank Holding AB (publ) will issue a dividend to shareholders,
comprising the part of the company’s profits that is not considered to
be necessary to fulfil the requirements that the nature, scope and risk
of the activities place on the size of equity and the company’s con-
solidation requirement, liquidity and position in general, or to develop
activities. The dividend may be combined with other measures, such
as redemption or repurchase of own shares. In the long-term it is
expected thatatleast 70 per cent of profits will be issued as dividends.

The Board of Directors’ proposal for allocation of

the company’s profits

The Board of Directors of Avanza Bank Holding AB (publ) proposes
thatthe Annual GeneralMeetingon 20 March 2018 agreetoadividend
of SEK 10.50 per share for 2017. The ex-dividend date is Wednesday,
21 March 2018. Thursday, 22 March 2018 is proposed as the record
day for the dividend. If the Annual General Meeting agrees to the pro-
posal, the dividend is expected to be paid by Euroclear Sweden AB on
Tuesday, 27 March 2018.

Notes

The Board of Directors’ statement on the proposed
allocation of profits

The Parent Company’s and Group's profit and position are good, which
is evident from the most recent profit and loss statement and balance
sheet. It is the opinion of the Board of Directors that the proposed
dividend is covered by equity, and is within the remit of the company’s
dividend policy. The capital ratio and liquidity, following the proposed
dividend, will be satisfactory in relation to the activities within which
the group operates. The Board of Directors thereby considers that the
proposed divided is justified with regards to:

1. the requirements, that the nature, scope and risks of the activities
(the company's and the group's respectively), place on the amount
of equity,and

2. the company’s and the group’s consolidation requirements, liquidity
and position in general.

The Parent Company SEK
The following profits are at the disposal of the Annual General Meeting
Share premium reserve 422,143,298
Retained profit 0
Net profit for the year 247,749,455
Total 669,892,753
The Board of Directors and the CEO propose that the profits be disposed as follows:
Dividend to shareholders, SEK 10.50 per share 314,960,331
To be carried forward 354,932,422
Total 669,892,753
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The undersigned hereby attest that the consolidated and annual  the consolidated Administration Report constitutes a fair review of
accounts have been prepared in accordance with IFRS international  the performance of the Group's and the company’s operations, posi-
accounting standards, as adopted by the EU, and with generally  tionand results, and describe significant risks and uncertainty factors
accepted accounting principles, and that they provide a fair presen-  faced bythe companies that make up the Group.

tation of the Group’s and the company’s position and results, and that

Stockholm, 22 February 2018

Sven Hagstromer
Chairman of the Board

Sophia Bendz Jonas Hagstromer Birgitta Klasén

Board member Board member Board member
Mattias Miksche Hans Toll Jacqueline Winberg

Board member Board member Board member

Rikard Josefson
CEO

Our Audit Report was submitted on 22 February 2018

Ohrlings PricewaterhouseCoopers AB

Catarina Ericsson
Authorised Public Accountant
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Auditor’s report

To the general meeting of the shareholders of Avanza Bank Holding AB (publ),
Corporate Identity Number 556274-8458

Report on the annual accounts and consolidated accounts

Opinions

We have audited the annual accounts and consolidated accounts of Avanza Bank Holding AB (publ) for the year 2017. The annual accounts and
consolidated accounts of the company are included on pages 47-90 in this document.

In our opinion, the annual accounts have been prepared in accordance with the Annual Accounts Act and present fairly, in all material respects,
the financial position of Parent Company as of 31 December 2017 and ts financial performance and cash flow for the year then ended in accord-
ance with the Annual Accounts Act. The consolidated accounts have been prepared in accordance with the Annual Accounts Act of Credit Insti-
tutions and Security Companies and present fairly, in all material respects, the financial position of the Group as of 31 December 2017 and their
financial performance and cash flow for the year then ended in accordance with International Financial Reporting Standards (IFRS), as adopted
by the EU, and the Annual Accounts Act of Credit Institutions and Security Companies.

The statutory administration report is consistent with the other parts of the annual accounts and consolidated accounts.

We therefore recommend that the General Meeting of shareholders adopts the income statement and balance sheet for the Parent Company
and the Group.

Our opinions in this report on the the annual accounts and consolidated accounts are consistent with the content of the additional report that
has been submitted to the parent company’s board of directors in accordance with the Audit Regulation (637/2014) Article 11.

Basis for Opinions

We conducted our auditin accordance with International Standards on Auditing (ISA) and generally accepted auditing standards in Sweden. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities section. We are independent of the Parent Com-
pany and the Group in accordance with professional ethics for accountants in Sweden and have otherwise fulfilled our ethical responsibilities in
accordance with these requirements. This includes that, based on the best of our knowledge and belief, no prohibited services referred to in the
Audit Regulation (537/2014) Article 5.1 have been provided to the audited company or, where applicable, its parent company or its controlled
companies within the EU.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinions.

Our audit approach
Audit scope
We designed our audit by determining materiality and assessing the risks of material misstatement in the consolidated financial statements. In
particular, we considered where management made 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
arisk of material misstatement due to fraud.

We tailored the scope of our auditin order to perform sufficient work to enable us to provide an opinion on the consolidated financial statements
as awhole, taking into account the structure of the Group, the accounting processes and controls, and the industry in which the Group operates.

We have organised the audit work by testing centralised systems and processes, which is supplemented by review of systems and processes
within each legal entity. Full scope audit is performed at entities with high significance and risk to the group; Avanza Bank Holding AB (publ),
Avanza Bank AB (publ) and Férsakringsaktiebolaget Avanza Pension. The procedures applied generally include an assessment and testing of
controls over key business processes, tests of accounting records combined with analytical procedures of individual account balances.

The auditis conducted during the year. In October, we report to the Board of Directors on our audit of internal control over financial reporting
and management's administration. We also conduct a review of the Interim Report on 30 September 2017. At year-end, we report the results of
our audit of the annual accounts and management's administration to the Board of Directors.

Materiality
The scope of our audit was influenced by our application 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 quantitative thresholds for materiality, including the overall materiality for the
financial statements as a whole. These, together with qualitative considerations, helped us to determine the scope of our audit and the nature,
timing and extent of our audit procedures and to evaluate the effect of misstatements, both individually and in aggregate, on the financial state-
ments as a whole.

Key audit matters

Key audit matters of the audit are those matters that, in our professional judgment, were of most significance in our audit of the annual accounts
and consolidated accounts of the current period. These matters were addressed in the context of our audit of, and in forming our opinion thereon,
the annual accounts and consolidated accounts as a whole, but we do not provide a separate opinion on these matters.
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Key audit matter

How our audit addressed the Key audit matter

Recognition of commission income

Avanza handles large amounts of transactions generated from cus-
tomers’ activities - buying and selling of securities. Customers’ activ-
ities generate commission income, which is a significant part of the
Group revenues.

The Group’s commission income also includes fees from policyhold-
ers in the subsidiary Forsakringsaktiebolaget Avanza Pension. The
fees for pension- and endowment insurances are based on the value
of assets held for insurers.

Avanza has control activities to ensure that the fees are correct.

See Annual Report, Note 3 and 4.

We assessed and tested the design and effectiveness of a sample of
the controls implemented by Avanza for accounting of commission
income.

We have also performed data analysis of commission income, which
implies comparison of the data in the sub ledger system with the data
in the general ledger in order to ensure proper transfer between the
two systems. To ensure that the data in the sub ledger systemis cor-
rect,we have examined thatindividual transactions have been properly
recorded in the system.

Forasample ofinsurance policies, we have verified the calculation of
fees against underlying agreements.

Valuation and existence of Assets in
insurance operations
Assets in insurance operations primarily consist of financial instru-
ments where there is an active market and quoted prices. To a lesser
extent, there are holdings where the valuation is based on other data
than quoted prices.

Assets in insurance operations are a significant part of the consoli-
dated balance sheet of Avanza.

Avanza has implemented control activities in order to prevent and
detecterrorsin Avanza Group's financial statements.

See the Annual Report, Note 21 and 32.

We assessed and tested the design and effectiveness of the pricing
and monitoring controls in Avanza's process of valuation of financial
instruments.

For those instruments that are listed, we have evaluated Avanza's
controls for obtaining prices from external sources. We have also con-
ducted test of price against external sources.

For instruments that are not listed, we have evaluated the models
used by Avanza for valuation. We have also conducted tests of market
data used for independent data sources.

IT systems supporting processes over
financial reporting
The Group's financial reporting is highly dependent on IT systems
supporting automated accounting and reconciliation procedures. To
ensure complete and accurate financial records it is important that
controls over appropriate access rights, program development and
changes are designed and operates effectively.

For description of Avanza's IT risks and security strategy, see Note
35 page 86.

We have assessed the design and tested effectiveness of controls
related to access and control of program changes for the IT systems
that support financial reporting.

For access to programs and information, our review included testing
of setup, removal and monitoring of accessrights. Our testing has also
covered program and software changes.

Other Information than the annual accounts and consolidated accounts

This document also contains other information than the annual accounts and consolidated accounts and is found on pages 1-46 and pages
94-107. The Board of Directors and the CEO are responsible for this other information.

Our opinion on the annual accounts and consolidated accounts does not cover this other information and we do not express any form of assur-
ance conclusion regarding this other information.

In connection with our audit of the annual accounts and consolidated accounts, our responsibility is to read the information identified above and
consider whether the information is materially inconsistent with the annual accounts and consolidated accounts. In this procedure we also take
into account our knowledge otherwise obtained in the audit and assess whether the information otherwise appears to be materially misstated.

If we, based on the work performed concerning this information, conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Responsibilities of the Board of Directors and the CEO

The Board of Directors and the CEO are responsible for the preparation of the annual accounts and consolidated accounts and that they give a fair
presentation in accordance with the Annual Accounts Act and, concerning the consolidated accounts, in accordance with the Annual Accounts
Act for Credit institutions and Securities Companies as well as IFRS as adopted by the EU. The Board of Directors and the CEO are also respon-
sible for such internal control as they determine is necessary to enable the preparation of annual accounts and consolidated accounts that are
free from material misstatement, whether due to fraud or error.

In preparing the annual accounts and consolidated accounts, The Board of Directors and the CEO are responsible for the assessment of the
company’s and the Group's ability to continue as a going concern. They disclose, as applicable, matters related to going concern and using the
going concern basis of accounting. The going concern basis of accounting is however not applied if the Board of Directors and the CEQO intends
to liquidate the company, to cease operations, or has no realistic alternative but to do so.
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Auditor’s responsibility
Our objectives are to obtain reasonable assurance about whether the annual accounts and consolidated accounts as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions. Reasonable assurance is a high
level of assurance, butis not a guarantee that an audit conducted in accordance with ISAs and generally accepted auditing standards in Sweden
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually
orinthe aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these annual accounts
and consolidated accounts.

Afurther description of our responsibility for the audit of the annual accounts and consolidated accounts is available on Revisorsinspektionen’s
website www.revisorsinspektionen.se/revisornsansvar. This description is part of the auditor’s report.

Report on other legal and regulatory requirements
Opinions
In addition to our audit of the annual accounts and consolidated accounts, we have also audited the administration of the Board of Directors and
the CEO of Avanza Bank Holding AB (publ) for the year 2017 and the proposed appropriations of the company’s profit or loss.

We recommend to the general meeting of shareholders that the profit be appropriated in accordance with the proposal in the statutory admin-
istration report and that the members of the Board of Directors and the CEO be discharged from liability for the financial year.

Basis for Opinions
We conducted the audit in accordance with generally accepted auditing standards in Sweden. Our responsibilities under those standards are
further describedin the Auditor's Responsibilities section. We are independent of the Parent Company and the Group in accordance with profes-
sional ethics for accountants in Sweden and have otherwise fulfilled our ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinions.

Responsibilities of the Board of Directors and the CEO

The Board of Directorsis responsible for the proposal for appropriations of the company’s profit or loss. At the proposal of a dividend, thisincludes
an assessment of whether the dividend is justifiable considering the requirements which the company's and the Group's type of operations, size
and risks place on the size of the Parent Company's and the Group’s equity, consolidation requirements, liquidity and position in general.

The Board of Directorsis responsible for the company's organisation and the administration of the company’s affairs. This includes among other
things continuous assessment of the company’s and the Group's financial situation and ensuring that the company's organisation is designed so
that the accounting, management of assets and the company’s financial affairs otherwise are controlled in a reassuring manner. The CEO shall
manage the ongoing administration according to the Board of Directors’ guidelines and instructions and among other matters take measures
that are necessary to fulfil the company’s accounting in accordance with law and handle the management of assets in a reassuring manner.

Auditor’s responsibility
Ourobjective concerning the audit of the administration,and thereby our opinion about discharge fromliability,is to obtain auditevidence toassess
with a reasonable degree of assurance whether any member of the Board of Directors or the CEO in any material respect:

® has undertaken any action or been guilty of any omission which can give rise to liability to the company, or

® inany other way has acted in contravention of the Companies Act, the Banking and Financing Business Act, the Annual Accounts Act,
Annual Accounts Act for Credit institutions and Securities Companies or the Articles of Association.

Our objective concerning the audit of the proposed appropriations of the company’s profit or loss, and thereby our opinion about this, is to assess
with reasonable degree of assurance whether the proposalis in accordance with the Companies Act.

Reasonable assuranceisahighlevel of assurance, butis notaguarantee thatan audit conductedinaccordance with generally accepted auditing
standards in Sweden will always detect actions or omissions that can give rise to liability to the company, or that the proposed appropriations of
the company’s profit or loss are not in accordance with the Companies Act.

Afurther description of our responsibility for the audit of the administration is available on Revisorsinspektionen’s website: www.revisorsinspek-
tionen.se/revisornsansvar. This description is part of the auditor’s report.

Ohrlings PricewaterhouseCoopers AB, Torsgatan 21, 113 97 Stockholm was appointed auditor of Avanza Bank Holding AB (publ) by the
General Meeting of the shareholders on the 21 March 2017 and has been the company’s auditor since the 14 April 2011.

Stockholm, 22 February 2018

Ohrlings PricewaterhouseCoopers AB

Catarina Ericsson
Authorised Public Accountant
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Other information

Additional information
on employees

Collective bargaining agreements

Avanza supports the right of employees to unionise and negotiate
collectively. At the same time, Avanza believes in the capabilities and
involvement of the individual and has chosen not to enterinto collective
bargaining agreements. This position has the support of our employ-
ees. Avanza offers similar, or better, terms than relevant collective bar-
gaining agreements.

Wage differences

Avanza works continuously to ensure equal wages. This is done in
among other ways through an evaluation of every position in the com-
pany, which serves as a basis for the annual salary survey and is used
in connection with new hires and internal transfers. All managers are
offeredtrainingeachyearwithinthe framework ofthe salary auditwhere
gender parity is treatedin particular. Parity is afactorin all wage-setting,
and in addition to an immediate supervisor, the department manager

andHRareinvolved to guarantee a fair, equal, quality-assured process.
Prior to the salary audit, a survey is done of the current situation, along
with analyses of proposed salary adjustments during the audit and a
final analysis based on the results. In cases where there appears to be
a differentiation that is not based on objective facts, it is investigated
before the auditis approved. The latest wage survey prior to the salary
audit reported the following results.

Salary data 2017 2016 2015
Women'’s wages as a proportion of men’s salary*
Group management (excluding CEO), % 100 91 -
Managers (exkluding Group management), % 99 96 -
Senior specialists, % 103 107 -
Other employees, % 102 103 -
* Based on the outcome of the salary survey in 2017. Figures not available for 2015.
Benefits*
Life insurance For everyone
Health care Work related injuries
Health insurance No
Parental leave For everyone

Occupational pension
Warrant programme

For everyone > 25 years
For everyone

* Refers to permanent employees, hourly employees excluded. Of the Group’s total number of of employees, 10 per cent are paid on an hourly basis, 1 per cent are fixed-

term employees and O per cent are temporary positions.
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Employee key data 2017 2016 2015
Average no. of employees 383 343 323
of which no. of temporary employees 4 7 1
of which women, % 35 33 34
of which 0-29 years, % 31 43 44
of which 30-49 years, % 64 53 54
of which 50-years, % 5 4 3
Average no. of full-time employees 357 = -
of which women, % 34 - -
Employee turnover, % 17.9 19.1 16.5
No. of recruitments 89 - —
of which women, % 37 — _
of which 0-29 years, % 47 - -
of which 30-49 years, % 49 - -
of which 50-years, % 3 - -
No. of completed employments 68 - -
of which women, % 38 - -
of which 0-29 years, % 43 - -
of which 30-49 years, % 56 = =
of which 50-years, % 1 - -
Sickness absence*, % 2.7 2.6 3.3
women, % 3.6 4.2 5.0
men, % 2.1 1.7 2.3
0-29 years, % 2.2 2.4 2.6
30-49 years, % 2.9 2.8 3.8
50- years, % 2.7 1.5 -
Average no. of parental leave 17 17 =
of which women, % 65 54 -
No. of directors at the Board 7 7 8
of which women, % 43 43 38
of which 0-29 years, % 0 0 0
of which 30-49 years, % 57 57 63
of which 50-years, % 43 43 38
No. of employees in Group Management 8 8 8
of which women, % 50 38 38
of which 0-29 years, % 0 0 0
of which 30-49 years, % 75 88 88
of which 50-years, % 25 13 13
No. of managers 52 55 45
of which women, % 38 36 42
of which 0-29 years, % 13 - -
of which 30-49 years, % 73 -
of which 50-years, % 13 - -

The above figures are calculated for permanent employees, hourly employees excluded. Of the Group'’s total number of of employees,
10 per cent are paid on an hourly basis, 1 per cent are fixed-term employees and O per cent are temporary positions.

* Avanza has chosen to only report sickness absence, since accidents and injuries are not relevant to our office- and Internet-based business.
Sickness absence s calculated in relation to normal working hours.
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Sustainability report

Sustainability report

Thisis Avanza's statutory sustainability report. Itis animportant part of
an open and balanced presentation of Avanza’s position, activities and
achievementsin key areas.

In accordance with the Annual Accounts Act, chap. 6, section 11,
Avanzahas chosen to prepare the sustainability report separately from
the administration report and largely from the formal financial state-
ments. The sustainability report comprises the entire Group and its
scope is indicated in the GRI Index and the page references below. A
separate statement on the sustainability report has been prepared by
an external party.

The GRI report addresses issues of relevance to the company,
including social conditions, HR and anti-corruption. Sustainability
risks connected to anti-money laundring and corruption is described
on page 37. Avanza's operations are not deemed to pose any signif-

icant negative environmental impact or risk of violoation on human
rights, whether directly or indirectly. We therefore have no formal-
ised management or performance monitoring in these areas. Avanza
has a diversity and gender equality policy based on the equal rights
and opportunities of all people; see pages 20-21 and 26 as well as
36-38 for more information. The information on our environmen-
tal impact can be found on page 27 and in the climate analysis on
investors.avanza.se/en, where Avanza's sustainability policy is pub-
lished as well.

Avanza's GRI report is prepared according to the GRI Standards as
well as GRI's specific guidelines for the industry (Financial Services
Sector Supplement) according to the Core option. A transition from
the fourth version (GRI G4) occurred in 2017.

General standard information Page/note
Organisation profile

102-1 Name of the organisation 8,47, Note 1
102-2 Activities, brands, products and services 9-11,100-103
102-3 Location of headquarters 8, Note 1
102-4 Location of operations 61

102-5 Ownership and legal form 24-25, 47
102-6 Markets served 9-11,18
102-7 Scale of the organisation 14,24,100-103
102-8 Information on employees and other workers 20-21,94-95
102-9 Supply chain 28-29

102-10  Significant changes to the organisation’s size, structure, owners or its supply chain Not applicable
102-11 Precautionary Principle or approach Not applicable
102-12  Externalinitiatives 26-27

102-18  Membership of associations 27

Strategy

102-14  Statement from senior decision-makers 5-7

102-15  Key impacts, risks, and opportunities 9-17,28-29
Ethics and integrity

102-16  Values, principles, standards, and norms of behavior 20-21,36-40
Governance

102-18  Governance structure 34-40
Stakeholder engagement

102-40  List of stakeholder groups 12

102-41  Collective bargaining agreements 94

102-42  Identifying and selecting stakeholders 12-13

102-43  Approach to stakeholder engagement 12-13,18-27
102-44  Key topics and concerns raised 12-13, 18-27
Reporting practice

102-45  Entities included in the consolidated financial statements 47, Note 2
102-46  Defining report content and topic Boundaries Note 2
102-47  List of material topics 12-13

102-48  Restatements of information Not applicable
102-49  Changes in reporting Note 2
102-50 Reporting period Note 1

102-51  Date of most recent report 107

102-52  Reporting cycle Note 1

102-53  Contact point for questions regarding the report 107

102-54  Claims of reporting in accordance with the GRI Standards 52,96

102-55 GRI contentindex 96-97
102-56  External assurance Not applicable

96
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Specific standard information Page/note
GRI200
Economic aspects Indicator
GRI 103 103-1 Explanation of the material topic and its Boundary 12-14
Management aoproach 103-2 The management approach and its components 12-14
9 PP 103-3 Evaluation of the management approach 16-23
GR.I 203 - 2083-2 Significant indirect economic impacts 8,12-27
Indirect economic impacts
GRI 103 103-1 Explanation of the material topic and its Boundary 37
Management aoproach 103-2 The management approach and its components 37
9 PP 103-3 Evaluation of the management approach 37
GRI 205 205-2 Communication and training about anti-corruption policies and procedures 37
Anti-corruption 205-3 Confirmed incidents of corruption and actions taken 37
GRI400
Sociala aspekter
GRI 103 103-1 Explanation of the material topic and its Boundary 20-21,94-95
s ST T 103-2 The management approach and its components 20-21,94-95
9 PP 103-3 Evaluation of the management approach 20-21,94-95
401-1 New employee hires and employee turnover 21,94-95
GRI 401 401-2 Benefits provided to full-time employees that are not provided to temporary
Employment 401-3 or part time employees 21,94-95
Parental leave 21,94-95
GRI 103 103-1 Explanation of the material topic and its Boundary 20, 37
103-2 The management approach and its components 20,37
Mg EfFrereEdi 103-3 Evaluation of the management approach 20, 37
GRI 404 Percentage of employees receiving regular performance and career
L ) 404-3 . 20,37
Training and education development reviews
GRI 103 103-1 Explanation of the material topic and its Boundary 20, 36-38, 94-95
VEReGErE R eTaererl 103-2 The management approach and its components 20, 36-38, 94-95
9 PP 103-3 Evaluation of the management approach 20, 36—-38, 94-95
GRI 405 405-1 Diversity of governance bodies and employees 20,36-38
Diversity and equal opportunity ~ 405-2 Ratio of basic salary and remuneration of women to men Not 9, 94-95
GRI 103 103-1 Explanation of the material topic and its Boundary 28,40
Management aoproach 103-2 The management approach and its components 28,40
9 PP 103-3 Evaluation of the management approach 28,40
GRI 418 Substantiated complaints concerning breaches of customer
) 418-1 ; 28
Customer privacy privacy and losses of customer data
Sector disclosures
Financial services Page/note
Produkter Indikator
GRI G4 ’ 8,12-15
Upplysning om styrning G4-DMA Disclosures on management approach 8. 15,19
Product portfolio FS7 Mone_tary value of pl_'oduct_s and services designed to deliver a specific social 19
benefit for each business line broken down by purpose
Other significant aspects Page/note
Aspects linked to
materials analysis Indicator
Uncompromising customer focus Customer satisfaction 14,16
Availability Web service operational availability 28
T security 4181 Sgbstantlated complaints concerning breaches of customer o8
privacy and losses of customer data
) . e . ) 12,26-27,
Transparency Transparency in supply, prices as well as in financial reporting 101-103
Innovation Product development and efficiency 15,18-19
Engagage employees eNPS 16,20-21
Competetive offering Cheaper, better and simpler offering 15
God return on equity Dividend of at least 70 percent of operating profit 16-17,22-23
Contact

Questions about the sustainability report and its contents will be answered by:
Sofia Svavar, Head of Investor Relations

E-mail: sofia.svavar@avanza.se
Phone: + 46 (0)8 409 420 17
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Auditor’s report on the
statutory sustainability report

To the general meeting of the shareholders in Avanza Bank Holding AB (publ),
corporate identity number 556274-8458

Engagement and responsibility
[tis the board of directors who is responsible for the statutory sustainability report for the year 2017 on pages 96-97
and thatit has been prepared in accordance with the Annual Accounts Act.

The scope of the audit

Our examination has been conductedin accordance with FAR'’s auditing standard RevR 12 The auditor’s opinion regard-
ing the statutory sustainability report. This means that our examination of the statutory sustainability report is substan-
tially different and less in scope than an audit conducted in accordance with International Standards on Auditing and
generally accepted auditing standards in Sweden. We believe that the examination has provided us with sufficient basis
for our opinion.

Opinion
A statutory sustainability report has been prepared.

Stockholm 22 February 2018

Ohrlings PricewaterhouseCoopers AB

Catarina Ericsson
Authorised Public Accountant
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Customers and benefit

levels

Our customers are automatically placed in a benefit level depending on their accumulated
savings or the brokerage fees they pay per month. Customers can change their level by
depositing money or transferring equities or pension savings to Avanza. The higher the

benefit level, the better offers they receive.

O O

Bronze Silver

Standard offer
Most of our customers are included in our standard offer and are cate-
gorised as either Bronze, Silver, Gold or Platinum. In addition to receiv-
ing better interest rates and offers if they move to a higher benefit
level, they can get help faster when they contact us by phone or email.
New customers are assigned to benefit level Bronze, where there is
nominimumdepositrequirement. To qualify for Silver, they have tohave
SEK 100,000 with us or pay SEK 100 in brokerage fees per month.

Private Banking

Private Banking

Private Banking serves our high-net-worth customers with savings cap-
ital of atleast SEK 3 million. We offer a digital and personal service with
a wide range of securities and very attractive interest rates on margin
loans and mortgages. In addition, our Private Banking customers have
access to services such as tax advice and legal aid. They also receive
prompt and personal service from our specialised brokers and account
managers. Private Banking customers who wantinvestment advice can
getit through collaborations with a number of external asset managers.

Pro

OurProoffering is designed for more active customers and professional
day traders. As a Pro customer, youmake atleast two trades aday at the
minimum brokerage fee or trade atleast SEK 280,000 daily. Customers
receive favourable terms, low brokerage fees and access to tools that
simplify trading. Our Pro customers also have access to prompt, per-
sonal service from our specialised brokers and our account managers.

100

Gold

Platinum

To reach Gold, they have to have SEK 250,000 or pay SEK 250 in
brokerage fees per month, and to be a Platinum customer, our highest
benefitlevel in the standard offer, they have to have aggregate capital
of SEK 1 million or pay SEK 1,000 in brokerage fees per month.

Customers can pool their family’s savings to reach a higher benefit
level and receive better offers.

Pro

Corporate customers
Corporate customers have access to the same services as private
customers and qualify for either our standard offer or Private Banking.

Our corporate customers also have access to an occupational pen-
sion solution and can receive preferential rates on life, health and acci-
dentinsurance.

For institutional investors we offer a highly competitive alternative
distinguished by high quality, premium service and fast and secure
order processing by phone, our website and our various trading apps.

In Corporate Finance, we mainly target smalland medium-sized com-
paniesas an advisorin connection with IPOs, fund raising, mergers and
acquisitions, and as a partner to medium-sized and large companies.
Avanza is a party in most transactions that occur on the Stockholm
Stock Exchange.
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Brokerage fee classes

We offer various brokerage fee classes suited to customers’ trading activity. We have
something for everyone, from those who trade rarely to those who trade large sums and
want to pay a flat fee. Customers can choose a brokerage fee class and can switch classes
once a month. Fund trading is commission free.

Start

Mini

Medium

Variable Variable Variable Variable Variable
brokerage fee brokerage fee brokerage fee brokerage fee brokerage fee
0% 0.25 % 0.15% 0.069 % 0%
Lowest Lowest Lowest Lowest Lowest
brokerage fee brokerage fee brokerage fee brokerage fee brokerage fee

o) SEK 1 SEK 39 SEK 69 sek 99
Selectable if you have Suitable for trades Suitable for trades Suitable for trades Suitable for trades
less than below between between over
SEK 50,000" SEK 15,600 SEK 15,600 — SEK 46,000 — SEK 143,600
46,000 143,500
PB Mini PB Pro
Variable Variable Variable Variable
brokerage fee brokerage fee brokerage fee brokerage fee

0.15%

Lowest brokerage fee

SeK 1

0.055 %

Lowest brokerage fee

SEk b9

0%

Lowest brokerage fee

SEk 99

0.034 % and below

Lowest brokerage fee

SEK 49 and below

The prices in our brokerage fee classes apply to equity trading on the Stockholm Stock Exchange including First North, with the exception
of Start, which applies only to equity trading on the Stockholm Stock Exchange. For more information on our prices, please visit our website,

avanza.se (in Swedish only).

* Brokerage fee class Start can be chosen if you have never had SEK 50,000 or more in total savings capital with us. If you reach SEK 50,000 or trade more than 500
brokerage-free trades during a 12-month period you are automatically placed in brokerage fee class Mini.
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Products and range

Providing customers with a world-class user experience requires a broad product range,
access to extensive market data, various filtering tools and decision-making support, and
not least an easy to navigate site. Avanza does not charge fixed fees.

Our accounts

Share and fund account

A traditional holding account where customers can offset gains
againstlossesin their tax returns as well as vote their shares. The cap-
ital gains tax of 30 per cent s paid when they sell securities at a profit
or receive dividends.

Investment savings account (ISK)

This account for equities, funds and other securities gives holders the
right to vote their shares and is subject to a standard tax. Customers
pay an annual percentage rate based on the value of their holding and
deposits during the year and do not have to itemise in their tax returns.

Endowment insurance

Thisaccount forequities, funds and other securitiesis subjecttoastan-
dard tax, where customers pay a percentage rate that is automatically
deducted from the account each quarter and do not have to itemise in
theirtaxreturns. The taxis based on the accountvalue and deposits that
have beenmade. Companies canalso qualify forendowmentinsurance.
An account beneficiary can be named who receives the entire holding
if the policyholder dies.

Child savings
Endowment insurance where a child is the beneficiary. The entire
account or the holding can be assigned to the child at any time.

Occupational pension

Pension savings for an individual or their employees. Customers can
choose a standard solution or create personalised pension plans.
Through our corporate customer website, business customers can
manage their pension schemes quickly and easily without forms. For
firms with up to four employees, the application process is fully digital.

Pension insurance

Insurance policy for those who want to privately save for retirementin
equities, funds and other securities. Customers pay a yield tax once a
year based on the account’s value at year-end. Repayment protection
is an option, which means that a beneficiary receives the holding if the
policyholder dies. Without repayment protection, the pension instead
passes to others who have also declined repayment protection.

Individual pension plan (IPS)

Bank account for customers who want to privately save for retirement
inequities, funds and other securities. The taxis paid once ayearbased
on the account'’s value at year-end. Repayment protection is always
included in the plan, and if the policyholder dies the holding is paid out
to the selected beneficiaries.

*Interest rate as of 31 December 2017.
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Savings account+

A simple and safe interest-bearing account with or without a minimum
savings period. Through partnerships with Klarna, Nordax, Santander,
Collector and Resurs Bank, customers receive competitive interest
rates compared to normal bank accounts and multiple deposit guaran-
tees. The government's deposit guarantee of EUR 100,000 applies
per institution.

Securities trading

Equities

Trade shares on our website or apps in the Nordic countries, on the
large exchangesin Europe, andinthe US and Canada. Trading on other
markets through our trading desk. Automatically updated real time
market data for all Nordic securities (excluding Norway), for securities
included in European trading, and for US and Canadian equities when
placing an order.

Funds

Tradecloseto 1,300 funds fromaroundthe world,including AvanzaZero,
Sweden'sfirst fund with zero fees, through the app or website. Sweden's
broadest range of low-cost funds and trading in exchange-traded funds
(ETFs) that track various stock indices, among other things.

Other securities

Over 10,000 ETPs linked to commodities, currencies, individual
shares and indices across the globe as well as bonds, options, futures,
warrants, certificates and structured products. Brokerage-free trades
(over SEK 1,000) with AvanzaMarkets or Bull & Bear certificates, Mini
Futures, warrants and trackers from eight differentissuers.

Interest-bearing investments

Credit linked notes

In addition to savings accounts, customers can save with credit linked
notes, which offer a higher interest rate than savings accounts but
lower risk than equities, and quarterly interest payments. The notes
are traded free of brokerage fees at Avanza.

Loans

Mortgage loan

In cooperation with Stabelo, we offer a three-month mortgage rate of
1.29" per cent, the market’slowest average rate without a savings cap-
italrequirement at Avanza. The rate is setin advance, the applicationis
fully digital and no other commitments are required. Customers must
have aloan to value ratio of not more than 60 per cent.
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Mortgage loan Private banking

Private Banking customers can qualify for a special mortgage rate
based on the Swedish Riksbank's repo rate (with a floor of =0.2 per
cent) plus 0.99 per cent, 3 months floating. The borrower has the
flexibility to deposit or withdraw funds up to the approved credit limit
without a new application or credit check. The maximum ceiling is
SEK 1 million.

Margin lending

Margin lending with no minimum period or fees, divided into two lev-
els: Super Loan and standard lending rate. The Super Loan has a very
favourable borrowing rate of 1.75 per cent, while the standard lending
rate ranges from 5.54 per cent and up.

Inspiration and decision-making support

Avanza Auto

Decision-making support that filters among our six Auto funds based
on savings horizon and risk level. A smart, inexpensive and automatic
way to manage money.

Portfolio Generator
Makesiteasy and quick to create a well-diversified portfolio of five-star
funds atlow fees.

Stock inspiration

Find favourite new stocks with the help of theme lists, such as Sport,
Gaming or Fashion; popular lists such as Millionaires' and Women'’s
favourites; and specific portfolios that, for example, replicate what
Avanza's managementinvests in.

Stock generator
Filters through thousands of equities to create alist of favourite stocks,
simply by answering five easy questions.

Avanza Academy
Avanza Academy is for those who want to learn all they need to know
aboutinvesting in equities, funds and other securities.

Avanza Play

Teaches the basics to become a better investor and get the best
returns. Includes exciting interviews with CEOs of listed companies
or fund managers. Stay updated on current topics in savings and
investments.

Products and range

Apps

Through our apps, customers can trade Avanza’s entire range, make
directdeposits from other banks and transfers between their Avanza
accounts. The apps also contain news, watch lists, inspiration lists
and decision-making support. Customers are notified of orders,
deposits, dividends and price targets. The apps are continuously
updated with new functionality.

Placera

One of Sweden’s largest financial sites. Writes daily on equities, funds,
savings issues and current events. Placera also includes Sweden'’s
largest equities forum and analysis services from Redeye, News
Agency Direkt, SME Direkt and Introduce. Editorially independent
from Avanza.

Bérsveckan

Stockpickingmagazine focused onanalysis. Follows 250 listed com-
panies. Annually writes 300 stock analyses as well as columns, puts
together portfolios and provides technical analysis. Published since
1985 for the purpose of finding the best stocks and inspire investors.

Trader programme
The market's hottest trader and trading application on the market,
Infront, at highly competitive prices.

Portfolio report

Gives customers a unique overview of their savings. Each page is
packed with information with a breakdown in different charts and
tables.

Monitoring and alarm
Option to create watch lists of specific shares or funds and set alarm
triggers when they reach a specific price.

Taxreturn

Completing a tax return should be easy. Our customers receive
pre-printed forms with everything they need to know about their
accounts and transactions for filing purposes.

Signal list

Newsletter with daily buy and sell signals for all publicly listed stocks,
emailed to customers so that they can quickly check stock move-
ments. Contains a brief technical analysis of the market.

For more information on our range of products and services, visit our website, avanza.se.

*Interest rate as of 31 December 2017.
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Definitions

The measures and key ratios used in the Annual Report are defined below. The majority
of the financial key ratios are considered to be widely accepted and are such that they are
expected to be presented in the Auunual Report to providean indication of the Group’s
results, profitability and financial position. Information on financial measures which are not
defined in IFRS and are presented outside the financial statements, so-called Alternative
Performance Measures, follows from the note references below.

Account
An open account with holdings.

Brokerage income ?
Gross brokerage income less direct costs.

Brokerage per commission note ?

Gross brokerageincomeinrelation to the number of commissionnotes
excluding investment fund commission notes and free-of-charge
notes concerning Avanza Markets. The ratio shows the effect of price
reductionsandgives anindication of changesinthe customerbase and
trading in different price tiers.

Brokerage/Turnover ?

Gross brokerage income in relation to turnover excluding investment
fund trading and free-of-charge trading in Avanza Markets. The ratio
shows the effect of price reductions and gives anindication of changes
in the customer base and trading in different price tiers.

Capital base ¥

Equity adjusted for deductions in accordance with the provisions gov-
erning credit institutions, fund management companies and insurance
companies withregard to the way in which the capital base and the
capital requirement are determined.

Client funds ?
Liquid assets with Avanza which are held on behalf of a third party and
which consequently are not reported in the balance sheet.

Commission note

A customer’s buying and selling assignments involving a specific
security. A commission note may comprise one or more transactions.
A commission note constitutes the basis on which brokerage charges
are levied.

Costs to savings capital ratio ?

Operating expenses in relation to average savings capital during the
year. The ratio shows how focus on scalability and cost efficiency pay
off. A low relation indicates high competitiveness and is needed to be
able to deliver high margins regardless of interest rate level.

Creditloss level

Net credit losses in relation to opening balance for lending to credit
institutions and lending to the public.
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Customer
Individual or company with at least one account with holdings.

Deposits

Deposits by the public as per the bank’s balance sheet with deduction
for the portion which represents cash pledged on endowment insur-
ance accounts and which entirely corresponds to the lending to the
public, and the addition of client fund deposits and external deposits.

Dividend yield
Dividend per share relative to share price at year-end.

Earnings per share
Profit/loss after tax in relation to the average number of shares during
the year.

eNPS
Employee Net Promoter Score, ie employees’ recommendation level,
according Avanza's annual employee survey.

Equity per share
Shareholders’ equity in relation to the number of outstanding shares
before dilution at the end of the year.

External deposits
Savings accounts in external banks and credit market companies,
Sparkonto+, opened and managed by customersvia Avanza's website.

Income to savings capital ratio ?
Operatingincomeinrelationto average savings capital during the year.
Thereis astrong correlation between savings capitaland income. This
ratio shows the effect of price reductions, mix-effects in the savings
capital and effects of interest rate changes.

Investment fund commission ?

Kickbacks from fund management companies (comprises entry com-
mission and commission based on fund volume) and management fees
from Avanza funds.

Lending

Lending to the public as per balance sheet with deduction for the por-
tion which are covered in their entirety by cash and cash equivalents
pledged on endowment insurance accounts. Provisions for bad debt
are not deducted.
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Net deposits/Savings capital

Deposits minus lending in relation to the savings capital at the end of
the year. The ratio shows how much liquidity the customershold and
indirectly how much is invested in securities.

Net inflow
Deposits, less withdrawals, of liquid assets and securities.

Net inflow/Savings capital
The year's net inflow in relation to savings capital at the beginning of

the year.

Operating expenses "
Operating expenses before credit losses.

Operating margin
Operating profit/loss in relation to operating income.

P/E multiple
Share price in relation to earnings per share.

Profit margin "
Profit/loss after tax in relation to operating income.

" Financial key ratio directly cited in the financial reports.

Definitions

Return on equity”
Profit/loss after tax in relation to the average shareholders’ equity
during the year.

Savings capital
The aggregate value of accounts with Avanza.

Stock market
Refers to the share index SIX Return Index, which shows the average
performance on the Stockholm Stock Exchange, including dividends.

Solvency capital ¥
Estimated future present value of the insurance company Avanza
Pension’s profits generated from policyholders’ capital.

Solvency capital requirement ¥
Estimated capital requirements under Solvency 2 rules.

Total return
Movements in share price including reinvested dividends.

Turnover
Turnover in security trading.

2 Financial key ratio that can be traced in financial histories, published quarterly on avanza.se/keydata.

3 Key ratios reported pusuant to the Swedish Financial Supervisory Authority’s regulations and general guidelines, see Note 34 Capital base and

capital requirements.
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Annual General Meeting

The Avanza Bank Holding AB (publ) (“Avanza”) Annual General Meeting will be held in
Wallenbergsalen at IVA Konferenscenter, Grev Turegatan 16, in Stockholm on Tuesday

20 March 2018 at 3.00 pm.

Entitlement to participate in the Annual General

Meeting

Shareholders shall be entitled to participate in the Annual General

Meeting if they:

—are listed in the shareholder register maintained by Euroclear Swe-
den AB no later than Wednesday, 14 March 2018

—have notified Avanza of their intention to attend the Annual General
Meeting no later than 14 March 2018.

How to register as a shareholder

Avanza's shareholder register is maintained by Euroclear Sweden AB.
Only owner-registered holdings are listed in the shareholder's own
name in the share register.

In order for shareholders with nominee registered shares to be enti-
tled to participate in the Annual General Meeting, the shares must be
registered in the shareholder's own name. Such re-registration is to
be completed by Wednesday, 14 March 2018. The institution whichis
responsible for the administration of the shares must be instructed in
time to assist the shareholder with this.

Notification of participation

Shareholders must notify Avanza of their intention to participate at the
Annual General Meeting by telephone on +46 (0)8 402 90 18, at the
Company's website investors.avanza.se/en, or by post to:

Avanza Bank Holding AB
“Arsstamman”

c/o Euroclear Sweden AB
Box 191

101 23 Stockholm
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The notification is to include the name, Personal/Corporate Identity
Number, and e-mail address or daytime telephone number of the
shareholder, as well as details of any assistants.

If a shareholder intends to be represented by proxy, the power
of attorney and other authorising documents are to be sent by post to:

Avanza Bank Holding AB
Att: Bolagsjuridik

Box 1399

SE-111 93 Stockholm

Power of attorney forms are available on the Company’s website,
investors.avanza.se/en, and are sent free of charge, upon request,
to shareholders who have submitted their postal address or E-mail
address.

Entitlement to submit proposals for inclusion in
the Meeting's agenda

Shareholders are entitled to submit items for inclusion in the agenda
of Avanza's Annual General Meeting, provided that a writtenrequestis
submitted to the Board in sufficient time for the item to be included in
the Notice convening the Meeting. The shareholders’ written request
should be submitted to Avanza’s Board of Directors no later than Tues-
day, 30 January 2018 and should be sent by post to:

Avanza Bank Holding AB
Att: Bolagsjuridik

Box 1399

SE-111 93 Stockholm
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Financial calendar

March April July
2018 2018 2018
Annual General Meeting Interim Report January—March Interim Report January—June

Published

February February
2018 2017

Annual Report 2017 Annual Report 2016

Our financial reports are digitally distributed via the corporate website.

Contacts Head office
Sofia Svavar, Head of Investor Relations Visiting address: Regeringsgatan 103, Stockholm
Telephone: + 46 (0)8 409 420 17 Postal address: Box 1399, SE-111 93 Stockholm
E-mail: sofia.svavar@avanza.se Telephone: +46(0)8 562 250 00

Website: avanza.se
Birgitta Hagenfeldt, CFO Corporate web: investors.avanza.se/en

Telephone: + 46 (0)8 409 420 04
E-mail: birgitta.hagenfeldt@avanza.se

This Annual Reportis published in Swedish and English. In the event of any differnces between the English version and
the Swedish original, the Swedlsh version shall prevail.
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