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ÁThispresentationis providedfor informationpurposesonly. It doesnot constitutean offer to sellor the
solicitationto buyanysecurityissuedby the KBCGroup.

ÁKBCbelievesthat this presentationis reliable,althoughsomeinformation is condensedand therefore
incomplete. KBCcannotbeheldliablefor anylossor damageresultingfrom the useof the information.

ÁThispresentationcontainsnon-IFRSinformation and forward-looking statementswith respectto the
strategy,earningsand capital trendsof KBC,involvingnumerousassumptionsand uncertainties. There
is a risk that these statementsmay not be fulfilled and that future developmentsdiffer materially.
Moreover, KBCdoes not undertake any obligation to update the presentation in line with new
developments.

ÁByreadingthis presentation,eachinvestoris deemedto representthat it possessessufficientexpertise
to understandthe risksinvolved.

Important information for investors
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Net 
result of 
210m
EUR in 
2Q20

Keytakeawaysfor KBC Group
2Q 2020 financial performance*

× Commercial bank-insurance franchises in core
marketsperformedwell

× Customer loans and customer deposits increased
y-o-y in all of our corecountries

× Lowernet interest incomeandnet interestmargin

× Lowernet fee andcommissionincome

× Sharplyhigher net result from financial instruments
at fair valueandhighernet other income

× Excellentresultof non-life & life insurance

× Costssignificantlydown

× Highernet impairments on loans. The full collective
Covid-19 expected credit losseshave already been
bookedin 1H20

× Solidsolvencyand liquidity

× In line with the recent ECBrecommendation,we
cannot execute our usual dividend policy. As a
consequence,no interim dividend will be paid out in
November2020

* Comparisons against the previous quarter unless otherwise stated

Å when evenly spreading the bank tax throughout the year
**  789m EUR collective Covid-19 impairments in 1H20, of 
which 639m EUR management overlay (596m EUR in 2Q20 and 
43m EUR in 1Q20) and 150m EUR impairments captured by the 
ECL models through the updated IFRS 9 macroeconomic 
variables in 2Q20

ü ROE 4%*

ü Cost-income ratio 59%(adjusted for specific items)

ü Combined ratio 83%

ü Credit cost ratio 0.64% (0.20% without 
collective covid-19 impairments**)

ü Common equity ratio 16.6%(B3, DC, fully loaded)

ü Leverage ratio 6.0%(fully loaded)

ü NSFR 142%& LCR 136%

1H20
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KBC Group
Consolidated results

2Q and 1H 2020 performance
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Q-o-Q

Y-o-Y

+39%-9% -10% +38% -6%

-4% -11% +40% +7% -8%

KBC Group 
Overview of building blocks of the 2Q20 net result

210

2Q19

745

-5

1Q20 2Q20

q-o-q

Net result

*     Earned premiums ςtechnical charges + ceded reinsurance
**   Dividend income + net realisedresult from debt instruments FV through OCI + net other income
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Amounts in millions of EUR

BE BU CZ BU IM BU

Net result per business unit
Contribution of the business units negatively impacted by collective Covid-19 impairments

-86

204

3Q19

368

412

2Q19 4Q191Q20

388

2Q20

166

159

205

88 77

82

2Q19 2Q203Q194Q191Q20

248

11 12
38

4

55 45

50

10 14

9

-70

29
23

27

10

2

2Q19

4

119

12

3Q194Q191Q20

16

-6

2Q20

104
85

35

-45

Bulgaria Hungary

SlovakiaIreland

One-ƻŦŦ Ǝŀƛƴ 2a{{

q-o-q q-o-q q-o-q
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NIM 1.82%
Decreasedby 15 bpsq-o-q and by 12 bpsy-o-y due mainly to the CNB
rate cutsand the negativeimpact of lower reinvestmentyieldsand an
increaseof the interest-bearingassets(denominator)

NII decreasedby 9%q-o-q and by 4%y-o-y
Theq-o-q decreasewasdrivenprimarilyby:
(-) the CNBrate cuts (from 2.25% early Februaryto 0.25% early May 2020),

the depreciationof the CZK& HUFversusthe EUR(-18m EURq-o-q),
lower reinvestment yields, pressure on loan margins on total
outstandingportfolio in most core countries(exceptin Belgium)and
lower netted positiveimpactof ALMFXswaps
partly offsetby:
(+) lower funding cost, higher marginon new production mortgages
than the margin on the outstandingportfolio in Belgium,the Czech
Republic& SlovakiaandhigherNIIdueto largerbondportfolio

1 007 1 067 971

114 111
106

2Q20

12 6

2Q19

1 195
17

1Q20

1 132 1 083

Net interest income
Lower net interest income (NII) and net interest margin (NIM)

Amountsin millionsof EUR

Quarter 2Q19 1Q20 2Q20

NIM 1.94% 1.97% 1.82%

NII - Banking (incl. holding-company/group)

NII - netted positive impact of ALM FX swaps *

NII - Insurance

Net Interest Income

Net interest margin**

*    From all ALM FX swap desks
**  NIM is calculated excluding the dealing room and the net positive impact of ALM FX swaps & repos
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Net fee andcommissionincome(388m EUR)
Downby 10%q-o-q andup by 11%y-o-y
Q-o-q decreasewasthe resultof the following:
Å Net F&Cincome from AssetManagementServicesdecreasedby

12% q-o-q as a result of lower managementand entry fees from
mutual funds& unit-linkedlife insuranceproducts

Å Net F&Cincomefrom bankingservicesdecreasedby 5%q-o-q (-3%

q-o-q excluding FX effect) due mainly to lower fees from payment
services(lesstransactionvolumesas a result from Covid-19) and
lower network income,partly offset by higherfeesfrom credit files
& bankguarantees

Å Distribution costsfell by 4%q-o-q

Assets under management (202bn EUR)
Increasedby 4% q-o-q due to a positiveprice effect (+5%), partly offset
by net outflows (-1%)

Net fee and commission income
Lower net fee and commission income

Net fee and commission income

Assets under management (AuM)

Amounts in millions of EUR

Amounts in billions of EUR

435 429
388

2Q19 1Q20 2Q20

210 193 202

2Q202Q19 1Q20
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Negative impact of Covid-19 on new
business(mainlyin motor andproperty)and
on renewals, still y-o-y increase of gross
earnedpremium Non-Lifeby +2%

Non-life insurance
Non-life premium incomeup y-o-y andexcellent combinedratio

Amountsin millionsof EUR

Non-Life
(Gross earnedpremium) Combinedratio non-life

9M

92%90%

FY1Q

83%

1H

93% 92% 90%

2020

2019

Thenon-life combined ratio for 1H20 amounted to an excellent83%.
Thisis the result of 5%y-o-y premiumgrowth combinedwith 13%y-o-y
lower technicalchargesin 1H20. The latter was due mainly to lower
normal claims in 1H20 (especiallyin Motor due to Covid-19) and a
negative one-off in 1H19 (-16m due to reassessmenton claims provisions).
However,note that 1H20 was impacted by a higher negative ceded
reinsuranceresultcomparedwith 1H19

425 443 435

1Q202Q19 2Q20



10

Life insurance
Life sales up

Amounts in millions of EUR

Life sales 

Salesof life insuranceproductsincreasedby 32%q-o-q and by 22%y-o-y

ÅThe q-o-q and y-o-y increase was driven entirely by higher sales of unit-linked
productsin Belgium(due to the launchof new products), only partly offset by lower sales
of guaranteedinterest products(mainlydue to the suspensionof universalsinglelife insurance
productsin Belgium)

ÅSalesof unit-linkedproductsaccountedfor 58%of total life insurancesalesin 2Q20

198 177

327

261 249

235

2Q19

561

1Q20 2Q20

427
459

Guaranteed interest rate products Unit-linked products
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Net result from financial instruments at fair value
Sharply higher fair value result

-385

253

1Q20

-2

2Q19 2Q20

Amounts in millions of EUR

The q-o-q strong rebound in net result from financial instruments at fair value was
attributable mainlyto:

Å a positivechangein market, credit and funding valueadjustments(mainlyasa

resultof changesin the underlyingmarketvalueof the derivativesportfolio dueto increasing
equity markets and decreasingcounterparty credit spreads& KBCfunding spread,partly
offsetby lower long-term interestrates)

Å excellentdealingroom income
Å a highernet resulton equity instruments(insurance)

Å a positivechangein ALMderivatives

Fair value result
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Net other income

Amounts in millions of EUR

133

50 53

1Q202Q19 2Q20

Net other income 

Net other income amounted to 53m EUR,more or lessin line with the normal run
rate of around50m EURper quarter
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Operating expenses 
Cost significantly down

957 931 877

407

30 904

2Q202Q19 1Q20

27

988

1 338

Bank Tax (gross)

Operating expenses excl. bank tax

* Cost/Income ratio (banking) adjusted for specific items: MtM ALM derivatives and one-off 
items are fully excluded but bank taxes are included pro-rata 

Amounts in millions of EUR

FY19 1H20

58% 59%Cost/Income ratio (banking)*

ÁOperatingexpensesexcludingbank taxesdecreasedby 6%q-
o-q primarilyasa result of the announcedcostsavingsrelated
to Covid-19:
o lower staff expenses(partly due to reduced accruedvariable

remuneration and less FTEsq-o-q), despite wage inflation in
mostcountries

o lower facilities,marketing,travelandeventcosts
o FXeffect (-14m EURq-o-q)

Á Operatingexpensesexcludingbank taxesdecreasedby 8%
y-o-y due partly to the announcedcost savingsrelated to
Covid-19, despite the full consolidationof CMSS(15m EURin

2Q20versus5m EURin 2Q19). Alsonote that 2Q19 wasimpacted
by the 12m EURnegativeone-offs

Á Total bank taxes (includingESRFcontribution) are expectedto
increaseby 3%y-o-y to 504m EURin FY20

Operating expenses
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Asset impairments
Higher asset impairments driven by full collective Covid-19 expected credit losses 
already booked in 1H20

Amounts in millions of EUR

FY19 1H20

With collective covid-19 ECL - 0.64%

Without collective covid-19 ECL 0.12% 0.20%

Credit cost ratio (YTD)

Higherassetimpairmentsq-o-q :

The q-o-q increase of loan loss impairments was
attributable to:
Å746m EUR collective Covid-19 impairments, of

which 596m EURmanagementoverlay (compared
with 43m EURin 1Q20) and 150m EURimpairments
captured by the ECLmodels through the updated
IFRS9 macroeconomicvariables. Note that based
on the assumptionsat the end of 2Q20, the full
collective Covid-19 expected credit losses (ECL)
havealreadybeenbookedin 1H20

Åhigher loan loss impairments in Belgium and the
CzechRepublicduemainlyto severalcorporatefiles

Impairmentof 12m EURonΨƻǘƘŜǊΩΣof which a 16m EUR
negativeone-off impact of the payment moratorium in
Belgiumand the CzechRepublic,partly offset by a 7m
EURpositive one-off partial reversal of the payment
moratorium in Hungarybooked in 1Q20 (IFRSmodification
lossfrom the time valueof paymentdeferral)

Asset impairment
(negative sign is write-back)

78 99

43

2Q20

4

2Q19

857

1Q20

40

20

141
12

36

746

Other impairments

Collective covid-19 ECL

Impairments on financial assets at AC and FVOCI

Thecredit cost ratio amountedto 0.20%without collective
Covid-19ECLand0.64%with collectiveCovid-19 ECL(already

100%bookedin 1H20)
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KBC Group

2Q and 1H 2020
Covid-19
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COVID-19 (1/9)

Commitment towards our stakeholders

Safety & continuity
ÅAll principlesof health& safetyin line with localgovernmentrecommendations
ÅVast majority of staff worked remotely during lockdown. In the meanwhile, partial return of staff on premise (split teams

(remote/on premise)to ensurecontinuity)
ÅDedicatedcrisisteam
ÅContinuousCovid-19communicationupdate(suchassocialdistancinginstructions)viadifferent informationchannels
ÅCancellationof all travel& events

Digital boost in different core markets 

Å New additionalservicesin KBCMobile (Belgium),suchas those for purchasingfilm tickets and for topping up call credit, transport
solutionslike rentingof a sharedcarandthe launchofΨDƻŀƭ!ƭŜǊǘΩ(wherecustomersandnon-customersof KBC,will be ableto watch
the goals,action replaysand highlightsof the ǿŜŜƪŜƴŘΩǎfootball matchesin Belgium). For insuredvictims of a physicalaccident
(private individuals),it is now alsopossibleto uploadtheir medicalexpensesonline and to follow-up the statusof the processingof
their claimsdigitally

Å KBCBankIrelandexperimentedwith an innovativewayto interactwith (potential)customersremotely. Livewebinarsareorganised
where customersare informed about the processof buying,financingand insuringa house. Customerscanaskquestionslive and
bookappointments. Thefirst of its kind in Irelandwith 1,300registrations(viasocialmedia)

ÅUBBInterleasewas the first leasingcompanyin Bulgariato introduce fully digital front office activitiesand the digital signingof
leasecontractsa month before the Covid-19 outbreak. Customerswelcomedthe digital serviceand 24% of all leasingcontracts
havealreadybeensignedremotelysincethe start of May

ÅDuring lockdown, our customers switched in large numbers to digital channels
ÅThe digital share of total product sales hit record levels in our six core countries 
ÅGrowth in % of customers who have at least one of our digital apps in all age categories, but exceptionally strong growth among 

customers of > 55 years

Digital is the new normal
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COVID-19 (2/9)

Latest status of government & sector measures in each of our core countries 

Opt-in: 3 months for consumer finance , 6-9
months for mortgages and non-retail loans,
(maximum until 31 Oct 2020 and can be
extendedto 31Dec2020)
Å Forprivatepersons: deferralof principaland

interest payments, while only deferral of
principalpaymentsfor non-retail clients

Å Interest is accruedover the deferral period,
with the exception of families with net
income lessthan 1,700 EUR. For the latter
group, this resultsin a modification lossfor
the bank ( -11m EURbookedin 2Q)

Belgium
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Hungary

Opt-in: 3 or 6 months
Å Applicablefor retail andnon-retail clients
Å Forprivatepersonsandentrepreneurs: deferralof

principal and interest payments, while only
deferral of principal payments for non-retail
clients

Å Interest is accruedover the deferral period, but
hasto be paid in the last instalment,resultingin a
modificationlossfor the bank(-5m EUR,bookedin
2Q)

Å For consumer loans, the interest during the
deferral period cannotexceed2-weekrepo rate +
8%

Czech Republic

Opt-out: a blanket moratorium 
until 31 Dec 2020
Å Applicable for retail and non-retail 
Å Deferral of principal and interest payments
Å Interest is accrued over deferral period, but 

unpaid interest cannot be capitalisedand 
must be collected on a linear way during 
the remaining (extended) lifetime.  This 
results in a modification loss for the bank ( 
-18m EUR booked in 1Q; revised to -11m 
EUR in 2Q based on the actual opt-out 
ratio)

¶ A stateguaranteeschemeup to 40bn EURto
cover losses incurred on future non-retail
loansgranted before 30 Sep2020 to viable
companies,with a tenor of maximum 12
months and with maximum interest of
1.25%. Guarantee covers 50% of losses
above 3% of total credit losses and 80%
above5%of losses

¶ Asof 3Q, a revisedstate guaranteescheme

up to 10bn EURhas been offered to cover

losseson future SMEloans granted before

31 Dec2020, with a tenor between 1 and 3

years and with maximum interest of 2%.

Guaranteecovers80%on all losses

Å The Czech-Moravian Guarantee and 
Development (CZMRB) launched several 
guarantee programs (COVID II, COVID II Praha, 
COVID III) for working capital loans provided by 
commercial banks to non-retail clients.  The loan 
amount is guaranteed up to 80% or 90% of the 
loan amount.  Interest on these loans is 
subsidisedup to 25% (COVID II)

Å The Export Guarantee and Insurance
Cooperation (EGAP) under its COVID Plus
programoffers guaranteeson loansprovided by
commercialbanks. EGAPguarantees70% to 80%
of the loan amount, dependingon the rating of
the debtor. The program is aimed at companies
for which exports accountedfor more than 20%
of turnoverin 2019

Å A guarantee scheme is provided by 
Garantiqaand the Hungarian Development 
Bank.  These state  guarantees can cover up 
to 90% of the loanswith a maximum tenor 
of 6 years

Å Funding for growth scheme (launched by 
MNB): a framework amount of 4.2bn EUR 
for SMEs that can receive loans with a 20-
year tenor at maximum interest rate of 2.5%

Å Annual interest rate on personal loans 
granted by commercial banks may not 
exceed the central bank base rate by more 
than 5pp
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Opt-in: 9 months or 6 months (for leases)
Å Applicable for retail customers, SMEs and

entrepreneurs
Å Deferralof principalandinterestpayments
Å Interestisaccruedover the deferralperiod,but

the client hasthe option to pay all interestsat
onceafter the moratoriumor payit on a linear
basis. The latter option would result in an
immaterialmodificationlossfor the bank

Slovakia
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IrelandBulgaria

Opt-in: 3 to 6 months
Å Applicable for mortgage loans, consumer 

finance loans and business banking loans with 
repayment schedule

Å Deferral of principal and interest payments for 
up to 6 months (with revision after 3 months) 
for mortgages & consumer finance and 3 
months for business banking

ÅOption for customers to extend their loan term 
by up to 6 months to match payment break 
term  

Å Interest is accrued over the deferral period

Å Anti-CoronaGuaranteeprogram offered by the
SlovakInvestmentHolding(SIH),aimingat SMEs,
consistsof two components: (i) state guarantee
with 50% portfolio cap and (ii) the interest rate
subsidyreachingup to 4%p.a.

Å In addition, the financial aid in the form of the
State guarantee schemes with guarantee fee
subsidycanbe providedby (i) Export-Import Bank
of SRguaranteedup to 80% for loan < 2m EUR
and (ii) SlovakInvestment Holding for loans 2-
20m EURguaranteedup to 90%. Noportfolio cap

COVID-19 (3/9)

Latest status of government & sector measures in each of our core countries 

Å 0.4bn EUR of state guarantees 
provided by the Bulgarian 
Development Bank to commercial 
banks.  From this amount, 0.1bn EUR is 
used to  guarantee 100% on consumer 
loans, while 0.3bn EUR is planned to be 
used to guarantee 80% on non-retail 
loans

Å The Irish authorities put substantial relief
measuresin place amongst others via the
SBCI. KBCBankIrelandis mainly focusedon
individual customers, therefore the relief
programs for businesscustomers are less
relevant

Opt-in: 6 months 
(until 31 Mar 2021 at the latest)
Å Applicable for retail and non-retail
Å Deferral of principal and interest 

payments
Å In case of principal deferral only, 

tenor is extended with 6 months
Å Interest is accrued over deferral 

period and is payable in 12 months 
(consumer and non-retail) or 60 
months (mortgages) in equal 
instalments
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COVID-19 (4/9)

IFRS 9 scenarios

Macroeconomic scenarios*
June 2020

OPTIMISTIC 
SCENARIO

BASE-CASE
SCENARIO

PESSIMISTIC
SCENARIO

Virus spread quickly and 
definitively brought under 
control, with no further risk of 
future lockdowns, fast decline 
in number of cases

Virus spread and impact 
under control without 
additional extensive 
lockdown measures

Spread continues until 
vaccination becomes 
available, with partial or full 
lockdowns

Steep and steady recovery from 
3Q20 onwards with a fast return 
to pre-Covid-19 activity levels

More moderate, but still 
steady recovery from 3Q20 
onwards with a recovery to 
pre-Covid-19 activity levels 
by end 2023

Longer term stagnation and 
negative growth, with 
unsteady recovery path

Sharp, short V pattern Pronounced V/U-pattern More L-like pattern, with 
right leg only slowly 
increasing

ÅDespite a gradual lifting of lockdown measuresin many
countries,there remainssubstantialuncertaintyabout the
economicimpactof the precautionarylockdownmeasures
aswell asabout the policyreactionsto mitigate the impact
of the crisis

ÅBecauseof this uncertainty, we continue working with
three alternative scenarios: a base-casescenario,a more
optimistic scenarioand a more pessimisticscenario

ÅThedefinition of eachscenarioremainsapproximatelythe
sameas in the previousquarter, but we are assigningthe
following probabilities: 45% for the base-case scenario,
40% for the pessimistic and 15% for the optimistic
scenario

ÅWe have revisedup euro area GDPgrowth for 2020 to -
9.6% and, mechanically,this less negative outcome for
2020 translatesinto a downward revisionof 2021growth
to 6.2%

Å The macro-economic information is based on the economic situation in June 2020 and hence do not yet reflect the 
official
macroeconomic figures for 2020Q2 as reported by different authorities

Real GDP growth

Optimistic Base Pessimistic Optimistic Base Pessimistic Optimistic Base Pessimistic

Euro area -6.0% -9.6% -14.0% 6.5% 6.2% -3.2% 1.3% 1.2% 5.0% 

Belgium -5.0% -9.5% -13.2% 6.0% 5.7% -3.2% 1.3% 1.3% 5.0% 

Czech Republic -5.0% -10.0% -15.0% 4.0% 6.0% 3.0% 2.5% 3.5% 2.7% 

Hungary -3.0% -6.2% -10.0% 4.0% 5.0% 4.0% 3.5% 3.5% 3.5% 

Slovakia -5.0% -10.0% -14.0% 4.5% 7.0% 1.5% 2.6% 4.5% 2.5%

Bulgaria -4.0% -8.0% -12.0% 3.0% 5.0% 4.0% 3.0% 3.0% 3.0% 

Ireland -2.0% -5.0% -10.0% 2.0% 4.0% 1.0% 2.6% 3.5% 2.5% 

2020 2021 2022
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COVID-19 (5/9)

IFRS 9 scenarios

Macroeconomic scenarios
June 2020

Unemployment 

rate

Optimistic Base Pessimistic Optimistic Base Pessimistic Optimistic Base Pessimistic

Belgium 5.9% 7.2% 10.0% 5.8% 7.6% 12.0% 5.6% 6.9% 9.5% 

Czech Republic 3.1% 5.2% 7.0% 3.5% 5.7% 7.1% 3.0% 4.6% 7.6% 

Hungary 4.8% 6.4% 9.0% 4.2% 5.6% 7.5% 4.0% 4.8% 5.9% 

Slovakia 8.0% 9.0% 12.0% 9.2% 10.5% 13.0% 7.7% 8.0% 14.0% 

Bulgaria 6.0% 8.0% 11.0% 4.1% 10.0% 13.0% 4.2% 7.0% 12.0% 

Ireland 8.2% 11.0% 20.0% 6.1% 7.0% 16.0% 5.1% 6.0% 10.0% 

2020 2021 2022

House-price 

index

Optimistic Base Pessimistic Optimistic Base Pessimistic Optimistic Base Pessimistic

Belgium -1.0% -3.0% -6.0% 0.0% -2.0% -4.0% 1.5% 1.0% -1.0% 

Czech Republic 0.0% -2.0% -4.0% -0.8% -3.5% -6.0% 2.0% 2.0% 0.0% 

Hungary -1.0% -5.0% -7.5% 0.0% -3.0% -5.0% 2.5% 2.0% 1.0% 

Slovakia -1.0% -5.0% -7.0% 0.5% -2.0% -3.0% 2.0% 2.0% 1.0% 

Bulgaria 0.5% -2.0% -4.0% 1.0% -1.0% -3.0% 3.0% 3.0% 0.0% 

Ireland -6.0% -12.0% -20.0% 5.0% 8.0% -5.0% 4.0% 5.0% 3.0% 

2020 2021 2022
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COVID-19 (6/9)

Stress assumptions applied

ÅAs in the first quarter, our ExpectedCredit Loss(ECL)modelswere not able to
adequately reflect all the specificities of the Covid-19 crisis nor the various
government measures implemented in the different countries to support
households,SMEsand Corporatesthrough this crisis. Therefore,an expert-based
calculationat portfolio levelhasbeenperformedviaa managementoverlay

Å In the first quarter, this exercise was performed for a certain number of
(sub)sectors. Drivenby significantuncertaintyabout how the viruswould spread,
the extent of the consequential lockdown measures and the government
response to the economic instability. The significant uncertainty still exists,
especiallyaround the possibilityand timing of resurgenceof the virus or even a
return in severalwaves,but the widespreadextent of the economiccrunchhas
become clearer. Therefore, the scope of the management overlay has been
expandedto include all sectorsof our corporate and SMEportfolio as well as
our retail portfolio

ÅTo be consistent with optimistic and pessimistic scenarios we applied the
following stress-assumptionsto the performingand non- performingportfolio by
the endof June2020:

Total loan portfolio by IFRS 9 ECL stage *

Loan portfolio*:

Å Aligned with the credit risk view of our loan portfolio as reported in the quarterly financial statements

Existing performing 
portfolio

Å A 3-stepmethodologyhasbeenapplied (seenextslide)
Å In line with ECB/ESMA/EBAguidance, any general government

measurehasnot led to anautomaticstaging

Existing non-
performing portfolio

Å An additional impact assessment was performed on a portfolio basis 
for the stage 3 collective exposures based on expert judgement

Å Additional impairments due to Covid-19 on individually assessed 
stage 3 loans are already included in P&L impairments and thus not 
included in the management overlay

(in billions of EUR) YE19 1Q20 1H20

Portfolio outstanding 175 180 179

            Retail 42% 40% 41%

                    of which mortgages 38% 37% 38%

                    of which consumer finance 3% 3% 3%

            SME 22% 21% 21%

            Corporate 37% 39% 38%

3.4%

11.3%

85.2%

3.5%

11.3%

FY19

86.0%

10.7%

1H20

3.3%

85.4%

1Q20

Stage 1

Stage 2
Stage 3
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COVID-19 (7/9)

Stress methodology applied on the performing portfolio

COVID-19 
effect

Sector 
stress 
effect

Scenario 
weight 
effect

Step 1: Covid-19 stress
On the performing portfolio we appliedan expert-basedstressmigration matrix* linked to the macro
forecastfor endJune2020. After doingso,a certainportion of the portfolio movedto inferior PDrating
classesor default, a certain portion remainedunchangedand a minor portion improved. As such,we
obtain an estimate of the Covid-19 ECL(ExpectedCredit Loss)accordingto our base-casescenario
(versusthe normalthrough-the-cyclemigrationmatrix)

Step 2: Additional sector stress effect
The COVID-19 ECLgeneratedby the migration matrix, was further refined by taking a sectoral stress
effect into account. Thepurposeof this step is to reflect the fact that somesectorswill be more heavily
affectedthan others,something whichhadnot beenincludedin the migrationmatrices.
All exposuresin the SMEand Corporateportfolio were classifiedashigh,mediumor low risk basedon
the expectedimpactof the Covid-19 crisison the sectoraffected(for MortgagesandConsumerfinance,
no sectoralstresswasapplied). Basedon this classification,the following weightshavebeenappliedto
the ECLimpact: 150% for high risk sectors,100% for medium risk sectorsand 50% for low risk sectors
(see more details on next slide). This resulted in a sector-driven Covid-19 base-case ECLfollowing
the base-casescenario

Step 3: Application of scenario weight
To define the collective Covid-19 impact, under an optimistic and pessimisticscenario,a scalingfactor
wasappliedon the estimatedsector-drivenCovid-19 base-caseECL. Thefinal overlaywasdeterminedby
weightingthe Covid-19 ECLunder the three scenarioswith the followingweights: 45%for the base-case,
15%for the optimisticand40%for the pessimisticscenario(seemoredetailson nextslide)

* The migration matrix is defined per country and per segment 

3-step approach to estimate additional Covid-19 impact on the performing portfolio :
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COVID-19 (8/9)

Details of the collective Covid-19 ECL

Å Aligned with the credit risk view of our loan portfolio as reported in the quarterly financial statements.  

Sector-driven Covid-19 ECL (base-case scenario): Collective Covid-19 ECL per country:

KBC Group

High risk

 sectors

Medium

 risk sectors

Low risk

sectors TOTAL

EUR m 150% 100% 50%

Base-case scenario 175 244 68 124 611

Optimistic scenario 146 200 52 86 484

Pessimistic scenario 248 337 96 189 870

Mortgages 

& 

other retail

Performing portfolio 

SME & Corporate loan portfolio* of 106bn EUR split by Covid-19 sector sensitivity:

35%

20%

45%

Low

High

Medium

Optimistic Base PessimisticProbability 2Q201Q20

EUR m 15% 45% 40% weigthed

KBC Group 484 611 870 696 93 789 746 43

By country:

Belgium 285 355 478 393 20 413 378 35

Czech Republic 103 129 186 148 10 158 152 6

Slovakia 30 34 50 40 0 40 39 1

Hungary 37 48 69 55 0 55 54 1

Bulgaria 5 14 19 15 13 28 28 n/a

Ireland 24 32 68 45 50 95 95 n/a

Performing portfolio Non-

Performing 

portfolio 

Total 

1H20

4.6%

2.9%

Automotive

3.1%

3.5%

1.4%

Services (entertainement & leisure)2.0%

Shipping (transportation)1.3%
1.2%

1H20

Distribution retail

Metals

Commercial real-estate

Hotels, bars & restaurants
Sum of other sectors  < 1% (incl. Aviation sector) {ƻƳŜ ŘŜǘŀƛƭǎ ƻƴ ǘƘŜ ŎƻƳǇƻǎƛǘƛƻƴ ƻŦ ΨƻǘƘŜǊ ǎŜŎǘƻǊǎ ғ м҈ΩΥ

ÅThe aviation sector was fully assigned as high risk 
sector, but with limited share of 0.3%

ÅThe sector of exploration and production of oil, gas & 
other fuels was fully allocated as high risk sector, but 
with limited share of  0.2%

The construction sector wasdefined as medium risk, due 
to limited interruption, was one of the first sectors to 
restart and also temporary unemployment cover foreseen 
by the Belgian government
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78

99

177

43

150

150

596

639

121

966

2Q20

1Q20

845

1H20

Impairments on financial assets at AC and at FVOCI without any COVID-19 impact

Covid-19 impact already captured by ECL models

Management overlay

Impairment on financial assets 
at AC and at FVOCI

Amounts in m EUR

Collective Covid-19 ECL = 789m

COVID-19 (9/9)

Impact of the collective Covid-19 ECL

Credit Cost % FY19 3M20
(annualized)

1H20
(annualized*)

Without collective COVID-19 ECL 0.12% 0.17% 0.20%

With collective COVID-19 ECL 0.27% 0.64%

* No annualisationof the Collective Covid-19 ECL

Å The3-step stressapproachto the performingportfolio and the
additional impact assessmentof the non-performing portfolio
resulted in a total collective Covid-19 ECLof 789m EURin
1H20, of which:
Å a 43m EURmanagementoverlaywasbookedin 1Q20
Å a 596m EURmanagementoverlaywasbookedin 2Q20
Å the ECLmodels captured an impact of 150m EURin

2Q20 through the updated macroeconomicvariables
usedin the calculation

Å Thetotal collectiveCovid-19 ECLof 789m EURin 1H20 consists
of 7%stage1, 81%stage2 and12%stage3 impairments

Å Including the collective Covid-19 ECL,the Credit Cost Ratio
amountedto 0.64%in 1H20

Å We are reiterating our estimate for FY20 impairments (on
financialassetsat ACand at FVOCI)at roughly 1.1bn EURas a
result of the coronaviruspandemic. Dependingon a numberof
eventssuchasthe lengthanddepth of the economicdownturn,
the significantnumber of governmentmeasuresin eachof our
corecountries,andthe unknownnumberof customerswho will
call upon these mitigating actions, we estimate the FY20
impairments to range between roughly 0.8bn EUR(optimistic
scenario)androughly1.6bn EUR(pessimisticscenario)
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KBC Group

Balance sheet, capital 
and liquidity
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Y-O-Y ORGANIC* VOLUME GROWTH

4%

BE

* Volume growth excluding FX effects, divestments/acquisitions and collective covid-19 ECL
**        Loans to customers, excluding reverse repos (and bonds)
***      Customer deposits, including debt certificates but excluding repos
****    Total customer loans in Bulgaria: new bank portfolio +15% y-o-y, while legacy -22% y-o-y

Retail 
mortgages

Loans** Deposits***

7%

3% 3%

6%

Loans** Retail 
mortgages

Deposits***

6%
8%

14%

Retail 
mortgages

Loans****

8%

Deposits***

11%

Deposits***Retail 
mortgages

Loans**

5%
6%

11%

Loans**

14%

Deposits***Retail 
mortgages

5%

20%

Deposits***Loans** Retail 
mortgages

2% 2%

1%

7%

4%

Retail 
mortgages

Loans** Deposits***

4%

Balance sheet
Loansanddepositscontinue to grow in all countries

CR
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Common equity ratio
Strong capitalposition

15.6%15.7%

1Q19 9M191H19 1H20FY19 1Q20

15.4%
17.1%

16.3% 16.6%

10.45% OverallCapital Requirement

ÅThefully loadedcommonequity ratio amounted
to 16.6% at the end of 1H20 and representsa
solidcapitalbuffer:
Å8.6% capital buffer compared with the

current theoretical minimum capital
requirement of 7.95% (as a result of the
announced ECB and National Bank
measures which provided significant
temporary relief on the minimum capital
requirements)

Å6.1% capital buffer compared with the
Overall Capital Requirement (OCR) of
10.45% (which still includes the 2.50%
capital conservationbuffer on top of the
7.95%)

ÅTheq-o-q increaseof the CET1 ratio was mainly
the result of an RWA decrease. The RWA
decreaseof 2.1bn EURwas due mainly to the
positive impact of the implementation of the
extendedSMEsupportingfactor

FullyloadedBasel3 CET1 ratio at KBC Group
(DanishCompromise)

** *

**
* ***

7.95% theoreticalregulatoryminimum

* NoIFRSinterim profit recognitiongiventhe morestringentECBapproach
** Takinginto accountthe withdrawalof the final grossdividendover2019profit of 2.5EURper share
*** Theimpactof transitionalwaslimited to 2 bpsat the endof 1H20asthere wasno profit reservation. At
year-end2020, the impactof the applicationof the transitionalmeasuresis expectedto result in a positive
impacton CET1of 52bpscomparedto fully loaded
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Liquidityratios
Liquidity continuesto beverysolid

KBC DǊƻǳǇΩǎliquidity ratios

142%

FY19 1H20

136%

NSFR*

138%

FY19 1H20

136%

LCR**

RegulatoryRequirementҗ млл҈

* NetStableFundingRatio(NSFR)isbasedonY./Ωǎinterpretationof the proposalof CRRamendment
** LiquidityCoverageratio (LCR)is basedon the DelegatedAct requirements. FromEOY2017onwards,KBCdiscloses12 monthsaverageLCRin
accordanceto EBAguidelineson LCRdisclosure



29

KBC Group 
2Q and 1H 2020

Company profile
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Inbound contacts via omni-channel and digital channel* at KBC Group** amounted 
ǘƻ ур҈ ƛƴ нvнлΧ ŀƭǊŜŀŘȅ ŀōƻǾŜ ǘƘŜ LƴǾŜǎǘƻǊ ±ƛǎƛǘ ǘŀǊƎŜǘ όҗ ул҈ ōȅ нлнлύ

Å Clients interacting with KBC through at least one of the non-physical channels  (digital or through a remote advisory centre), possibly in addition to contact 
through physical branches. This means that clients solely interacting with KBC through physical branches (or ATMs) are excluded

**   Bulgaria & PSB out of scope for Group target
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Realisation of omnichannel strategy* ςclient mix in 2Q20 

16% 20%

63%

1%

Branch or ATM only clients**

Omnichannel clients

Digital only clients

Contact Centre only clients

BELGIUM
CZECH 

REPUBLIC
SLOVAKIA HUNGARY BULGARIA***IRELAND

62%

27%
11%

20%

73%

6%
1%

19% 20%

60%

1%
36%

8%2%

54%

24%

52%

18%

6%

*       Clients interacting with KBC through at least one of the non-physical channels (digital or through a remote advisory centre), possibly in addition to contact through physical branches. 
This means that clients solely interacting with KBC through physical branches (or ATMs) are excluded

**     Might be slightlyunderestimated
***   Bulgaria out of scope for Group target 
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Our sustainability strategy
The cornerstones of our sustainability strategy and our commitment to the United 
Nations Sustainable Development Goals

In
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t We are focusingon areasin which we, asa bank-insurer,can

create added value: financial literacy, entrepreneurship,
environmental awarenessand demographic ageing and/or
health. In doing so, we take into accountthe local context of
our different home markets. Furthermore, we also support
socialprojectsthat arecloselyalignedwith our policy.
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Weapplystrict sustainabilityrulesto our businessactivitiesin
respect of human rights, the environment, businessethics
and sensitiveor controversialsocial themes. In the light of
constantlychangingsocietalexpectationsand concerns,we
review and update our sustainabilitypoliciesat least every
two years.

R
e

sp
o

n
si

b
le

 b
e

h
a

vi
o

u
r Responsiblebehaviour is especially relevant for a bank-

insurer when it comes to appropriate advice and sales.
Therefore,we pay particular attention to training (including
testing) and awareness. For that reason, responsible
behaviouris also a theme at the KBCUniversity,our senior
management training programme, in which the theory is
taught and practised using concrete situations. Senior
managersare then taskedwith disseminatingit throughout
the organisation.
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Our sustainability strategy
Sustainability governance

The EXECUTIVECOMMITTEEis the highest level with direct
responsibilityfor sustainability,includingpolicyon climatechange.

The CORPORATESUSTAINABILITYDIVISIONis headed by the
CorporateSustainabilityGeneralManagerand reports directly to
the Group CEO. The team is responsible for developing the
sustainabilitystrategyand implementingit acrossthe group. The
team monitors and informs the Executive Committee and the
Board of Directors on progress twice a year via the KBC
SustainabilityDashboard.

ASUSTAINABLEFINANCEPROGRAMMEto focuson integratingthe
climate approachwithin the group. It overseesand supportsthe
businessasit developsits climate-resiliencein line with the TCFD
recommendationsandthe EUActionPlan.

The LOCALSUSTAINABILITYDEPARTMENTSin each of the core
countries support the senior managers on the Internal
SustainabilityBoardin integrating the sustainabilitystrategyand
organising& communicatinglocal sustainability initiatives. CSR
committees in each country supply and validate non-ŬƴŀƴŎƛŀƭ
information.

Sustainabilityis anchoredin our core activitiesςbank, insurance
and assetmanagementςIN ALLTHREEBUSINESSUNITSANDSIX
CORECOUNTRIES.

The Group ExecutiveCommittee reports to the BOARDOF
DIRECTORSon the sustainabilitystrategy, including policy on
climatechange.

The INTERNALSUSTAINABILITYBOARDis chaired by the CEO
and comprisesseniormanagersfrom all corecountriesand the
Corporate SustainabilityGeneral Manager. The sustainability
strategy is drawn up, implemented and communicatedunder
the authority of the InternalSustainabilityBoard.

The programme is overseen by a SUSTAINABLEFINANCE
STEERINGCOMMITTEEchairedby the GroupCFO. Via the KBC
SustainabilityDashboard,progressis discussedregularlywithin
the Internal SustainabilityBoard,the ExecutiveCommitteeand
the Board of Directors. The latter is used to evaluate the
ǇǊƻƎǊŀƳƳŜΩǎstatusreport oncea year.

In addition to our internal organisation, we have set up
EXTERNALADVISORYBOARDSto adviseKBCon variousaspects
of sustainability. They consist of experts from the academic
world:
An EXTERNALSUSTAINABILITYBOARDadvisesthe Corporate
Sustainability Division on KBC sustainability policies and
strategy.
An SRIADVISORYBOARDacts as an independentbody for the
SRIfunds and overseesscreeningof the socially responsible
characterof the SRIfundsofferedby KBCAssetManagement.


