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Vulnerable financial system exposed to risks
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Growing indebtedness making households
more vulnerable
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==Debt-to-income ratio == Debt-to-income ratio including the debt of tenant owned associations

Household debt-to-income ratio, percentage of disposable income. Sources: Statistics Sweden and the Riksbank



Household indebtedness requires a
combination of measures

e The functioning of the housing market
needs to be improved

e Tax rules need to be revised
* Fl needs to be able to act quickly

e Further macroprudential policy measures
need to be taken




Important to follow developments on the
commercial property market

Lending to commercial property
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Major banks’ lending to commercial property companies in Sweden,
SEK billion. Refers to the banks’ lending to commercial property
companies excluding housing properties.

Source: The Riksbank’s survey
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e Large, concentrated and
interconnected

e Dependent on foreign funding

* Increasingly exposed to the
housing market
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The Swedish banking system is vulnerable

Lending in Sweden

Other lending  Other, household

Other, non-
financial
firms

Mortgage
Real estate as loans,
collateral, households
non-finacial 47%
firms 17%

Other real estate
loans, households 5%

March 2017. Lending by the Monetary Financial Institution (MFI) to
Swedish non-MFI.

Source: Statistics Sweden



Important that banks manage their liquidity
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Major banks’ LCRs in significant currencies excluding EUR, USD and SEK, per cent. Refers to Sources: Finansinspektionen and the Riksbank

individual banks’ lowest and average LCR levels in specific significant currencies, excluding
EUR, USD and SEK, over the period September 2016 to January 2017.
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Adequate currency reserve readily available

60
52
50
a1
40 16
30
20
10 . 2
: S
<
@
m
g
]
>

o | 8
7 (=]
2 2233344445
11 lﬁ
0 O L
'UWWOJNNU>E=TU'UNC>MNNWME0>~h°ﬂ“'"‘""
= - | Q =2 = Q — - ] — = = — © c O <G ~
R EEEEEEEEREEEEEEEEEEREEEEEEREAR
9 SELSs B EBEa L HT 530 2Tl
=0 goV S w5 @@ 0 § S8 8 52 w2 " cyuw
= m 0 < g ) 7)) w g £ ¢ T = C
e} (L) (4] < = =) - QO @
[+}] L C - o 3
2 ~ q N @ Q
0 T = o =
: -
& “w S
()
N
Q
Per cent. Currency reserve in relation to short-term liabilities in a selection of countries. Sources: IMF, Haver Analytics and the Riksbank

Countries with grey columns are in the EMU. Sweden prior to and after Nordea’s transformation
into a branch structure and with the Ministry of Finance’s currency reserve proposal.
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Banks need more capital

European banks’ leverage ratios Equity in relation to total assets

DNB 30 ¢ 1 30
BBVA
Raiffeisen
Intesa Sanpaolo
Erste bank 25 25
KBC
HSBC
RBS
Uoyds 20 20
BPCE
Banco Santander
Swedbank 15 15
SEB
Nordea
Crédit Agricole
UniCredit 10 10
Credit Suisse
Commerzbank
uBs
Handelsbanken 5 5
Barclays
Société Générale
BNP 0 1 L 1 1 1 1 1 1 1 1 0
Danske Bank 4 1 J o o © ©o © o © o © o o o
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March 2017, per cent. Refers to banks’ reported leverage ratios. Swedish banks, per cent.

Sources: SNL Financial and the Riksbank Sources: Hortlund, Statistics Sweden and the Riksbank.



The financial system is vulnerable and exposed to
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e Strengthen banks’ resilience

e Reduce risks linked to household
indebtedness
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The size of the banking system in relation to ==
GDP
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Per cent. The calculation is based on total MFI assets in each country respectively, as from January Sources: Statistics Sweden, ECB, Statistics
2017. Nordea’s assets (apart from mortgage companies which do not move) are added to the Norway, Danmarks Nationalbank and

other Nordic countries. The results are then put in relation to each country’s GDP for 2016. Eurostat
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