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pension services

Pension application  Share of expense loading Pr e mi u ms
processing time used

25 days 62% 5.3 bn
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Investment returns 2010 02019
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8 7 returns only in 2009, when the
6 47 equity markets recovered from
4 4.2 the financial crisis. A major
reason for the good
2 I I performance of 2019 was the
0 centr al banksd accomm
) . - measures.
. 21 -2.0
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The average nominal return on investments over ten years is approx. 5.8%, calculated in
accordance with the recommendations issued by TELA.
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The market value of investments rose to EUR 48.7 bn

€ mill. 48,709
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Return on Varma's investments at 12%
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Investments since 2000
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Development of the market value of and return on Varma'’s investments 2000-2019
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Distribution of Varma's investments

€ mill.
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Geographical distribution of investments

Investments Listed equities

W Finland ™ Europe * North America Other regions and global funds B Finland B Europe © North America I Other regions and global funds
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Changes In investments during the year

Investments Listed equities
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nvest ment s

Investments in Finland

Finland, 22%

Others, 78%
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I n FI1 nl an

Distribution of Finnish investments

Bonds and loan
receivables 12%

Money-market

Real estate 29% instruments, 4%
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Investments classified according to risk

31 Dec 2019 31 Dec 2018 1-12/2019 1-12/2018 24 m
Market value Market value Return Return
Market Value Risk position Market Value Risk position MWR MWR Vola-
0 mild . a milud 0 mild . a mi |9 % % tility
Fixed-income investments * 12,957 27 13,052 27 13,522 31 10,568 24 4.5 -1.8
Loan receivables 2315 5 2315 5 1817 4 1,817 4 4.0 37
Bonds 9,563 20 10,693 22 10,625 24 9,031 21 5.1 -2.9 21
Public bonds 3577 7 4,707 10 4,104 9 2,142 5 2.6 -4.2
Other bonds 5,986 12 5986 12 6,520 15 6,889 16 6.6 -2.0
Other money-market instruments and deposits 1,079 2 4 0 1,080 2 -280 -1 04 -0.1
Equity investments 22,486 46 22,457 46 17,916 41 18,222 41 22.8 -3.6
Listed equities 17,252 35 17,223 35 13,407 30 13,713 31 254 -8.3 125
Private equity 4,945 10 4,945 10 4,255 10 4,255 10 15.1 175
Unlisted equities 289 1 289 1 254 1 254 1 16.9 38
Real estate investments 4,413 9 4,413 9 3,879 9 3,879 9 4.1 55
Direct real estates 2,792 6 2,792 2895 7 2,895 3.9 3.9
Real estate funds 1622 3 1,622 984 2 984 47 10.6
Other investments 8,853 18 9,548 20 8,699 20 10,037 23 45 -1.4
Hedge funds 8,857 18 8,857 18 8,703 20 8,703 20 5.0 1.6 22
Commodities -8 0 25
Other investments 5 0 691 1 3 0 1,308
Total investments 48,709 100 49,471 102 44,015 100 42,705 97 12.0 -2.0 4.6
Impact of derivatives -762 -2 1,310 3
Investment allocation at fair value 48,709 100 48,709 100 44,015 100 44,015 100

The modified duration for all the bonds is 4.6.
The open currency position is 26.6% of the market value of the investments.

! Includes accrued interest
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Investment returns for Varma and the markets

Euro Euro
European government corporate

% Varma Finnish equities equities US equities bonds bonds
2019 12.0 204 26.8 31.5 6.7 6.3
2018 -2.0 -3.9 -10.8 -4.4 1.0 -1.3
2017 7.8 115 10.6 21.8 0.1 2.4
Average nominal return
5years 5.2 111 6.9 11.7 2.5 2.2
10 years 5.8 10.7 8.1 13.6 4.3 4.1
Since 1999 5.6 8.6 4.6 6.7 4.5 4.2
Average real return
5years 4.5 10.4 6.2 10.9 1.8 1.6
10 years 4.4 9.3 6.6 12.0 2.9 2.7
Since 1999 4.0 6.9 3.0 5.1 2.9 2.6
" Varma, as it is today, was founded in mid-1998, so comparison data earlier than 1999 is not available.
Finnish equities = OMX Helsinki Cap Index Euro government bonds = IBOXX Eurozone EUR (Total Return)
European equities = Stoxx 600 Total Return Index EUR Euro corporate bonds = IBOXX Corporate Overall Performance Index EUR (Total Return)

US equities= S&P500 Total Return Index
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Solvency strengthened

€ mill.
12,000 140%
0,
10,000 135% |
130% A Solvency capital
amounted to EUR
8,000 e, <
11.6 billion.
6,000 120%
4,000 115% A Solvency capital was
110% ?_t gsgcure level, i.e. at
2,000 105% : tlmes. the
solvency limit.
0 100%
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 A Solvency ratio was
130.8%

Solvency limit (€ mill.)
Provision for pooled claims equated with solvency capital (€ mill.)
e Solvency capital (€ mill)

—Pension assets in relation to the technical provisions (%)
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Insured employees and
entrepreneurs

541,900 343,700 UubS brd
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Loading profit at a strong level

€ mill.
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—Operating expenses in relation to loading income, %
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A Varma handles pension

cover cost-effectively.
We used 62% of the
amount reserved for
administrative costs.

AVar mads ef f
together with strong
solvency guarantees
the most competitive
client bonuses in the
sector.
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The best client bonuses ever

€ mill,
80 171 509 A Varma will distribute the
0 loading profit for 2019 to
400 its customers as client
140 0 7% ) _
bonuses, i.e. contribution
120 Lo discounts.
100 A varma will refund EUR 171
80 50 % million to its customers, i.e.
60 the best client bonuses in
40 10 % Varmaods history.
20 AVarmadés strong sol
0 0.0 % and operational efficiency
2015 2016 2017 2018 2019 benefit its clients in full.

mm Transfer to client bonuses, € million

—Bonus transfer % of employer TyEL payment
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Premiums written increased

€ mill.
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A Premiums written increased to EUR5.3

billion, 1.e. 3.3%

A At year-end, 541,900 people were insured

with Varma.
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Pensions paid by pension benefit

We paid out pensions in the amount of EUR 5.9 billion to 343,700 people.
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