Klarna.

Our purpose at Klarna is to make the modern purchase experience smooother and this is done by facilitating the relationship between
consumers and merchants, creating a flexible buying experience for consumers and making selling simpler and safer for merchants.
Klarna’s business is primarily comprised of payment solutions and consumer credit products designed specifically for e-commerce.
Today, Klarna’s services have expanded beyond traditional e-commerce, for example, by managing payments for public transport,
media and increasingly in physical stores. Klarna receives revenues from both merchants and consumers that use Klarna’s payment
solutions.

July — December 2018

Compared to last year, total sales volume grew by 31%

Total operating revenues, net, increased 30% to SEK 2,947m (2,265)
Operating income for the period was SEK 49m (203)

Net income for the period amounted to SEK 36m (117)

January — December 2018

Year-on-year growth in total sales volumes was 36%

Total operating revenues, net, increased 31% to SEK 5,451m (4,158)
Operating income amounted to SEK 161m (524)

Net income for the year amounted to SEK 105m (346)

14,498 new merchants

26 million new consumers used Klarna this year

Highlights of the year

Continued strong year-on-year growth trajectory in sales volumes, revenues, transactions, new and returning users, and
merchants onboarded. Also existing merchant partnerships in new markets and increased popularity of core products and
newly launched Slice it in 3 and 4 in the UK and US are resonating well already.

Klarna’s merchant base continues to grow and develop very strongly and now over 100k merchants live.

Klarna's consumer base continues to expand, with the addition of over 26 million consumers during the year, but most
importantly they are highly engaged, in some markets, over 70% of consumers make repeat transactions over a 12 month
period.

There was a significant increase in investments in people, global systems and products to further strengthen our capabilities,
offering and support future business objectives, this includes a new global ERP system and further optimising our current
core products, new solutions and expanding offline presence. These investments were a strategic decision taken at the
beginning of the year in line with our core focus on driving future growth, and while lower net profit for the year an
acceleration from initial investments is already being realised and this will continue at pace.

Merchants

Global enterprise retailers and service providers across verticals continue to choose Klarna, recent examples include IKEA,
H&M, H&M Brands, Ticketmaster Europe, Sonos as well as the marketplace Etsy, adding to existing global merchant base
including Adidas, Zara, Arcadia Group, SAS and Turkish Airlines.

Klarna’s commitment to its merchants is to help them become more successful and relevant to their target consumer. During
the year, we have accelerated investment in the development of a range of value added services, with specific focus on
enabling our merchant partners to offer an even more personalised consumer journey and shopping experience. A new
merchant portal was launched including tools that provide our merchants with additional insights on their current customer
base.

Recently launched SME focused services have already shown good traction. Since August, more than 12,000 new merchants
across markets have signed up to Klarna through the new automated and simplified SME onboarding tool. Boost, our SME
merchant lending product that democratises and simplifies access to capital, has also been well received and is a great
addition to our toolbox that helps SMEs accelerate growth and unlock potential.
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Investments in further optimising the current core products and expanding the product offer for offline were made and the
returns are already evident. During the period we launched Slice it in 3 and 4 in the UK and the US respectively. The
product offers consumers a short-term (3 months or 4 weeks) free instalment plan with no interest or fees. The payment
method particularly enables consumer purchasing power on debit card, and also targets consumers who increasingly prefer
not to hold credit cards or use revolving credit forms.

Klarna card successfully launched with more than 50,000 cards issued, adding to our offline presence, and continuing
development and implementation of innovative instore solutions across markets.

In Sweden, we brought our card holders Apple Pay, which is transforming mobile payments with an easy, secure
and private way to pay that is fast and convenient. Taking an additional step in offering Klarna everywhere.

The new app launched on multiple markets during the spring and new features helping consumers to take control over their
personal finances and smooothen all moments around the shopping experience are rolled out on a continuous basis. A
Klarna app user spends on average 3.5 minutes in the app.

Klarna instore and offline continue to build momentum and more than 6,000 physical stores are live with Klarna instore.
New live instore merchants include Finnish pet specialty retailer Musti ja Mirri and Swedish hardware store chain Clas
Ohlson who use the product for their brand new home repair service “Clas Fix It”.

The UK continues to see rapid growth where core products are resonating strongly. Now more than 25,000 new consumers
being added each week, and we have more than 1 million active Pay later users at merchants including Topshop, Schuh, JD
sports, Missguided, BeautyBay, Fragrance Shop, Asos and Swoon Editions. Strong consumer engagement and high levels of
repeat users creating much desired loyalty for merchants. The fashion and beauty verticals are particularly strong with new
additions In The Style, Moss Bros and Cult Beauty, but also in verticals such as sport, leisure with Gymshark.

The acquisition of Close Brothers Retail Finance (CBRF) will significantly strengthen Klarna’s position in the UK market for
retail financing and will enable accelerated growth and expansion of the consumer offering. CBRF is as a highly regarded
provider of omnichannel retail finance with over 600 active merchants in the UK, including brands such as Samsung
Electronics, GAME, Ebuyer, Emma Mattress, Cotswold Outdoor and Victorian Plumbing.

In DACH, Klarna’s position as one of the market leaders is again confirmed by continued strong sales volume and consumer
growth. We have broadened out into new verticals such as leisure and entertainment for example on Cinemaxx but also in
supporting consumers in their daily lives like on the toll highway road with tickets on ASFINAG, the Austrian state highway
company. We have further increased our presence in the fashion and beauty market with the go lives of Sephora, Stylebop
and Escada.

In the Nordic markets, we maintain our leading position across verticals, growing with our existing merchant base.
Merchants such as SkiStar, the leading operator of European alpine destinations, online grocery store chain MatHem.se,
consumer electronics retailer Elgiganten and women’s fashion brand NA-KD, have all chosen to strengthen the relationship
with us by offering a wider range of our products in new channels or by entering new markets together with us. We have
also added new merchants such as Svenssons i Lammhult, the leading Swedish furniture chain.

In the US, we have had a continued strong trajectory of merchant acquisition and expansion of current relationships. Slice it
in 4 product was launched in autumn proving immediately popular with consumers and merchants such as Daniel
Wellington and Storets. We have also expanded our relationships with Lenovo and Rancourt and both have added Slice it in
4 to their payments offering. We have also entered new verticals with the addition of DISH Network, allowing their
technicians to offer upgraded solutions to their customers during in-home appointments.

In the Netherlands, the number of active Pay later users have grown with 61% and we have increased our market presence
and are now live with new merchants such as sports apparel company O’Neill, Intergamma group, V&D and vanHaren.

Partnerships continue to be core focus as a means of growing our base of merchants and consumers. During the period we
have initiated several new and extended existing partnerships with key players across markets.
Extended partnership with Shopify through Shopify Payments in Germany, allowing SME merchants to
automatically enable Klarna payment methods, and Shopify Plus Partner Program in Germany, the UK and the US,
focusing on high-growth and high-volume merchants.
Partnering with Mollie in the Netherlands, Germany, Austria and Finland reaching more than 55,000 SME and
Enterprise merchants.
New partnership with Wirecard covering Germany, Austria, the Nordics and the Netherlands as a first step. The
partnership will expand to additional countries, such as the US and the UK.
Extended partnership with ACl Worldwide, across 10 markets, including the US and UK.
Integration with Magento Commerce as a Core Bundled Extension in the latest release of its flagship commerce
platform, which simplifies the onboarding process for merchants.
Partnership with MyOnlineStore, the most popular e-commerce platform in the Netherlands with over 40,000
online merchants, to offer all-in-one online commerce solution.
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Fellow shareholders,

A question we are often asked is ‘what is Klarna’? Are we a fintech, or a bank, maybe a technology company, an e-commerce facilitator
or a payment provider? We are in fact in part all of the above and more but we are not so concerned on fitting into single neat labels,
we are focused on what we are actually solving for. When Klarna was founded, the challenge was making technology work in an
online retail environment and our mission was to enable merchants to sell and consumers to buy online in an easy, safe and smooth
way. We then moved into an era where we had to focus more on reducing unnecessary friction in the shopping journey, so the
consumer didn’t abandon their purchase in frustration. We believe we are now in the ‘experience era’. The technology functions, the
unnecessary friction is continually being eliminated but the consumer now expects a highly personalised and intuitive experience that
not only meets their individual needs before and at the checkout but also in post-purchase. That means offering a range of services

that helps people seamlessly shop, pay, | I and their ina and secure We
to consumers and a e the
focus on the user experience is and this at
also importantly sales for our merchants and partners in a highly
The which our in the increased of users and
for our is also in -on-year growth in
users and merchants base markets the of our in the which is
our and the of later in the the has become a to
We for and the of to a are The new Klarna app with a
of is now and has but is the the
to we will for consumers in their daily We
launched a new product itin itin4inthe UK dthe which consumers to their over 3
and on a debit offer has already
and will in markets our -line presence has with instore solutions
live in of stores and the of the Klarna card, which is the from our We
have also more to the of this includes new and a
financing that simplified to to the on partnership with
has a we are now to a and
that will across
Klarna is we new and new The
we are in is we to a decision  the
beginning of the year to increase in systems and to
and are in and our core focus is on eto
increase decision ina net for this year, but we this the decision  we are
Klarna for the and an acceleration from the is already to a thiswill
and merchants will for we will to
offer the very service and consumer experience. to to our shareholders,
merchants and users for in and very with will to
we will
and -

KLARNA BANK AB (publ) ¢ ANNUAL FINANCIAL STATEMENT RELEASE 2018 1



