
 

 

 

Almost two years on from the outbreak of COVID-19 in Sweden, the economic impact of the pandemic 

has not been as severe as initially feared. However, new variants of COVID-19 are leading to renewed 

restrictions, despite high vaccination rates. In spite of rising cases, we do not believe that Swedish 

savings banks will reintroduce pandemic-related loan loss provisions or that regulators will prohibit 

banks’ dividend payments. However, society’s slower return to normality might prolong companies’ 
caution over larger investments, affecting banks’ growth. We expect banks’ interest margins to 

increase somewhat in 2022, but for competitive pressure to continue. Savings banks remain very well 

capitalised, with strong liquidity buffers, due in part to increased savings rates throughout the 

pandemic.  

In 2022, Nordic Credit Rating (NCR) believes that Swedish savings banks might have to make changes 

to their risk governance, as the Swedish financial supervisory authority (FSA) has increased its focus 

on banks maintaining independence from Swedbank AB. Governance issues are not the only 

environmental, social and governance (ESG) risk; Swedish savings banks have a strong emphasis on 

local social issues, but regulators are beginning to focus on climate-related risks and we believe calls 

for information will trickle down from stipulations for larger banks. 

BANKING ENVIRONMENT ASSESSMENT BACK TO PRE-PANDEMIC LEVEL 

A year ago, we noted a risk of late-cycle loan losses, due to the second wave of the pandemic entailing 

further restrictions. Despite restrictions tightening at the beginning of 2021, banks’ losses have 

remained very low, with banks averaging net reversals of loss reserves in the first half of 2021 of 9.4bps 

of net loans. While we view Sweden’s high vaccination rates as a positive, we retain some caution due 

to the emergence of new virus variants and the return of restrictions. Even without the same level of 

government support, we are not expecting a material increase in bankruptcies or unemployment. 

However, uncertainty over the pandemic is still affecting the operating environment, due to material 

shortages and supply chain issues, as well as low investment levels. 

In April 2020, we lowered our national assessment of Sweden to ‘bbb+’ over concerns of an economic 

downturn due to the pandemic. As conditions in 2021 turned out to be less severe than anticipated, we 

revised the national score back to the pre-pandemic level of ‘a-’ in September 2021 (Nordic banking 

assessments raised on reduced COVID threat, published 9 Sep. 2021). This score affects up to 20% of 

our stand-alone credit assessment and, for the savings banks that we rate, it is combined with a 

regional subscore to reflect differences in the volatility and diversity of the banks’ local markets.  

Figure 1. Macroeconomic indicators, Swedish economy, Jan. 2018–Oct. 2021 
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Social sustainability is an integral part of the Swedish savings bank model, with the banks highly 

involved in the local community and contributing to cultural and youth programs. As global attention 

on sustainability issues grows, the banks also face pressure to focus on environmental aspects and 

regulators are calling for greater climate risk awareness. Most attention has been on larger banks’ 
shipping- and oil-related exposures, but savings bank clients also face climate-related risks. Several 

savings banks have begun to incorporate climate-related risks into credit decisions, and we expect this 

trend to continue in 2022. 

Figure 2. Assessment of climate-related risks in 

credit decisions for corporate clients, 30 Sep. 

2021 

 

Figure 3. Green bonds issued, 30 Sep. 2021 

 

 

 

REGULATORY FOCUS ON SAVINGS BANKS TO INCREASE 

Swedish savings banks are distinct from most other Swedish banks due to their high capitalisation 

and, in particular, to most of the banks’ capital bases consisting entirely of common equity. We do not 

expect the Swedish FSA’s Pillar 2 revisions, which are due next year, to have a material impact on 

savings banks’ capitalisation requirements or internal targets. Nor should the expected rise in the 

countercyclical capital buffer, which will increase to 1% from 0% next September, affect banks' capital 

strategy.  

Figure 4. Average common equity Tier 1 ratio among Swedish savings banks, 2016–2021Q2  

 
The Swedish FSA announced this September that it will be reviewing savings banks more frequently. 

One area that we expect the FSA to focus on is how reliant savings banks are on Swedbank for 

governance and anti-money laundering (AML) monitoring. Savings banks, most of which collaborate 

closely with Swedbank either as shareholders or subsidiaries, make use of Swedbank’s greater 

resources to enhance their own risk governance and AML functions. Several savings banks have also 

joined collaborative initiatives on risk governance. Such joint efforts allow small savings banks to 

cooperate on compliance issues, reduce key-person risk and, potentially, improve cost efficiency. In 

Norway, we are seeing a trend of consolidation among savings banks, in part to gain synergies on 
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governance and other regulatory costs, and we believe greater regulatory oversight and scrutiny are 

making consolidation in the Swedish savings bank market more likely. 

INTEREST MARGINS IMPROVING, BUT REPEAT OF STRONG 2021 EARNINGS NOT CERTAIN 

The low interest rates of recent years have put significant pressure on banks’ interest margins. This 

has been exacerbated by increased competition from new market entrants, often with highly 

digitalised services, an area outside savings banks’ historical focus. In our opinion, savings banks have 

an advantage over competitors through their local presence, which fosters customer loyalty. This often 

allows them to keep deposit rates down and, to some extent, maintain lending rates. However, margins 

decreased in the first half of 2021, following an increase in net interest margins in 2019 and early 2020, 

due to the rise in the policy rate to 0% from negative rates. 

We expect interest margins to climb slowly in 2022, driven by increasing long-term rates. The Swedish 

central bank recently announced its intention to raise the repo rate into positive territory in 2024. 

Many analysts expect this to happen earlier, and the effect on interest margins is likely to be seen 

sooner. Although higher interest rates would be beneficial for banks’ earnings, we do not expect any 

significant earnings increases in the near term.  

Figure 5. Average earnings metrics by income category, Swedish savings banks 2016–2021Q2 

Earnings in 2021 were boosted by reversals of loan loss provisions. Many of the banks not only 

increased provisions due to their IFRS 9 models, but also made manual loss reservations. Most 

pandemic-related loan loss provisions have been reversed over the past 12 months, bolstering net 

profits for many of the banks. Profits have also been boosted by dividends resulting from 2019 and 

2020 profits at Swedbank, in which a majority of the banks are shareholders. Swedbank paid out 50% 

of net profits for both 2019 and 2020, first in February and April this year and then again in November, 

after pandemic restrictions stopped dividend pay-outs in 2020.  

So, while we expect modest improvements in interest margins through 2022, we do not believe this 

will automatically translate into increased net profits or core pre-provision income for the banks. This 

is also because fee income has been strong in 2021 thanks in part to beneficial market conditions and 

high savings rates, which have driven up fund commission, and we are not certain such conditions 

will continue in 2022. 

1.36

1.40

1.44

1.48

1.52

1.56

0

20

40

60

80

100

2016 2017 2018 2019 2020 Q2/21

%%

Net interest income Net fee & commission income
Trading income Other income (incl. dividends)*
Net interest margin (rhs)

Source: Bank reports (18 savings banks). *Excludes second Swedbank dividend in H2 2021.

3/5



 

 

NCR-RATED SAVINGS BANKS 

Figure 6. NCR ratings on Swedish savings banks 

  

Sparbanken 

Rekarne AB 

(publ) 

Sparbanken 

Västra 

Mälardalen 

Sörmlands 

Sparbank 

Varbergs 

Sparbank AB 

(publ) 

Long-term issuer rating A- BBB+ BBB+ A- 

Outlook Stable Stable Positive Stable 

Subfactors:      

Operating environment (20%) bbb bbb- bbb bbb+ 

Risk appetite (50%) a- a a a 

Competitive position (15%) bbb bb+ bbb bbb+ 

Performance indicators (15%) a a- bbb- bbb+ 

Ownership adjustment n/a n/a n/a n/a 

See NCR’s company reports for details. n/a–not applicable.  
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DISCLAIMER 

Disclaimer © 2021 Nordic Credit Rating AS (NCR, the agency). All rights reserved. All information and data used by NCR in its 

analytical activities come from sources the agency considers accurate and reliable. All material relating to NCR's analytical 

activities is provided on an "as is" basis. The agency does not conduct audits or similar warranty validations of any information 

used in its analytical activities and related material. NCR advises all users of its services to carry out individual assessments for 

their own specific use or purpose when using any information or material provided by the agency. Analytical material 

provided by NCR constitutes only an opinion on relative credit risk and does not address other forms of risk such as volatility 

or market risk and should not be considered to contain facts of any kind for the purpose of assessing an issuer's or an issue's 

historical, current or future performance. Analytical material provided by NCR may include certain forward-looking 

statements relating to the business, financial performance and results of an entity and/or the industry in which it operates. 

Forward-looking statements concern future circumstances and results and other statements that are not historical facts, 

sometimes identified by the words "believes", "expects", "predicts", "intends", "projects", "plans", "estimates", "aims", "foresees", 

"anticipates", "targets", and similar expressions. Forward-looking statements contained in any analytical material provided by 

NCR, including assumptions, opinions and views either of the agency or cited from third-party sources are solely opinions and 

forecasts which are subject to risk, uncertainty and other factors that could cause actual events to differ materially from 

anticipated events. NCR and its personnel and any related third parties provide no assurance that the assumptions underlying 

any statements in analytical material provided by the agency are free from error, nor are they liable to any party, either 

directly or indirectly, for any damages, losses or similar, arising from use of NCR's analytical material or the agency's analytical 

activities. No representation or warranty (express or implied) is made as to, and no reliance should be placed upon, any 

information, including projections, estimates, targets and opinions, contained in any analytical material provided by NCR, and 

no liability whatsoever is accepted as to any errors, omissions or misstatements contained in any analytical material provided 

by the agency. Users of analytical material provided by NCR are solely responsible for making their own assessment of the 

market and the market position of any relevant entity, conducting their own investigations and analysis, and forming their 

own view of the future performance of any relevant entity's business and current and future financial situation. NCR is 

independent of any third party, and any information and/or material resulting from the agency's analytical activities should 

not be considered as marketing or a recommendation to buy, sell, or hold any financial instruments or similar. Relating to 

NCR's analytical activities, historical development and past performance does not safeguard or guarantee any future results or 

outcome. All information herein is the sole property of NCR and is protected by copyright and applicable laws. The information 

herein, and any other information provided by NCR, may not be reproduced, copied, stored, sold, or distributed without NCR's 

written permission.
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