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Resultatregnskap

Belgp i: NOK Note 2018 2017
RESULTATREGNSKAP

K ostnader

L gnnskostnad 38794 38794
Annen driftskostnad 3,4 446 836 232 139
Sum kostnader 485 630 270933
Driftsresultat -485 630 -270933
Finansinntekter og finanskostnader

Inntekt pdinvestering i datterselskap og tilknyttet selskap 1300 000
Annen renteinntekt 286 336 669
Annen finansinntekt 1022 480 12 807
Sum finansinntekter 1022 766 1649476
Nedskrivning av finansielle eiendeler 29 905 525 36 426 481
Rentekostnad til foretak i samme konsern 38 145 15 205
Annen rentekostnad 991

Annen finanskostnad 14 199 759 160
Sum finanskostnader 29 958 860 37 200 846
Netto finans -28 936 094 -35551 370
Ordineert resultat far skattekostnad -29421 724 -35 822 303
Skattekostnad pa ordinaat resultat 10

Ordineert resultat etter skattekostnad -29421 724 -35822 303
Arsresultat -29421 724 -35822 303
Arsresultat etter minoritetsinter esser -29421 724 -35 822 303
Totalresultat -29421 724 -35822 303
Overfaringer og disponeringer

Udekket tap -29421 724 -35822 303
Sum overfaringer og disponeringer -29421 724 -35822 303
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Balanse

Belgp i: NOK Note 2018 2017

BALANSE - EIENDELER
Anleggsmidler
Immaterielle eiendeler

Utsatt skattefordel 10

Finansielle anleggsmidler

Investering i dattersel skap 56 215282 743 243 061 747
Sum finansielle anleggsmidler 215282 743 243 061 747
Sum anleggsmidler 215282 743 243 061 747
Omlgpsmidler

Varer

Fordringer

Andre fordringer 10 843

Konsernfordringer 7 3900 000 4 246 000
Sum fordringer 3910843 4 246 000
I nvesteringer

Aksjer og andeler i foretak i samme konsern 5

Bankinnskudd, kontanter og lignende

Bankinnskudd, kontanter og lignende 1565175 24 305
Sum bankinnskudd, kontanter og lignende 1565175 24 305
Sum omlgpsmidler 5476 018 4270 305
SUM EIENDELER 220 758 761 247 332 053

BALANSE - EGENKAPITAL OG GJELD

Egenkapital
Innskutt egenkapital
Selskapskapital 8 10 890 000 10 800 000
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Balanse

Belgp i: NOK Note 2018 2017
Annen innskutt egenkapital 310 098 633 305 787 568
Sum innskutt egenkapital 320988 633 316 587 568
Opptjent egenkapital

Udekket tap 100 283 815 70 862 091
Sum opptjent egenkapital -100 283 815 -70 862 091
Sum egenkapital 220704 818 245725 477
Gjeld

Langsiktig gjeld

Utsatt skatt 10

Annen langsiktig gjeld

Sum langsiktig gjeld 0 0
Kortsiktig gjeld

Leverandergjeld 7 53943 15720
Betalbar skatt 7,10

Skyldige offentlige avgifter 7 281 596
Kortsiktig konserngjeld 7,7 1309 260
Sum kortsiktig gjeld 53943 1606 576
Sum gjeld 53943 1606 576
SUM EGENKAPITAL OG GJELD 220758 761 247 332 053
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. Saksbehandler Deres dato Var dato
5 kattE(h re ktO ratet Taorstein Kinden Hellefand 03.06.2014 08.06.2014
Telafon Deres referanse Var referanse
22078138 Henning Torgersen 2014/386781
AS PROCURATOR

Postboks 1656 Vika
0120 OSLO

Tillateise til & utarbeide arsregnskap og arsheretning pa engelsk sprak

Det vises til deres brev av 3. juni 2014 der det sekes om dispensasjon fra kravet til 4 utarbeide
drsregnskap og &rsberetning pé norsk sprik for felgende selskaper;

Maas Capital Oftshore (Norway) AS org.nr. 913 315 340

MCO 2 AS org.nr. 912 533 646
MCO 3 AS org.nr. 913 694 651
MCO 4 AS org.onr. 913 388 429
MCO 5 AS org.nr. 913 388 402

Skattedirektoratet gir pd bakgrunn av en konkret helhetsvurdering de overnevnte selskaper
dispensasjon fra kravet til 4 utarbeide arsregnskap og arsberetning pé norsk sprék, if.
regnskapsloven § 3-4 tredje ledd. Dispensasjoncn forutsetter at opplysningene som vedtaket baserer
seg pé ikke endres vesentlig.

Kopi av dette brevet méd sendes Regnskapsregisteret i Brennaysund sammen med arsregnskapet.
Det péligger den regnskapsplikiige 4 dokumentere ved dette brev at tillatelsen er gitl.

Bakgrunn

Maas Capital Offshore (Norway) AS er 100 % eiet av det nederlandske sclskapet Maas Capital
Investment B.V. Maas Capital Offshore (Norway) AS er igjen morselskap for de nevite MCO
selskapene. Selskapencs formal er 4 inveslere innen shipping og offshotre, Delle er en bransje hvor
engelsk er det klart dominerende spraket. Virksomheten er internasjonal og alle sentrale akterer og
samarbeidspattnere innen denne bransjen behersker og benytter engelsk. Arbeidsspriket er engelsk
og all intern rapportering foregér pa dette spraket. En norsk oversettelse vil kun ha til formal &
oppiylle regnskapslovens sprakkrav.

Skattedirektoratets vurdering

Etter regnskapsloven § 3-4 tredje ledd skal “drsregnskapet og drsberetningen ... veere pd norsk.
Departementet kan ved ... enkeltvediak bestemme at drsregnskapet og/eller Grsheretningen kan
veere pd ef annel sprak.”

Postadresse Besaksadresse: Sentralbord
Postooks 8200 Granland Se www.skatleetaten.no 800 80 000
0134 Oslo Org.nr: 996250318 Telefaks

E-post: skatteetaten.nofsendopost 2217 08 60
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1 Ot, ptp. nr, 42 (1997-1998) Om lov om arsregnskap m.v., er det uttalt folgende om
regnskapslovens formal, jf. pkt. 1.1:

" Regjeringen har som siktemdl at regnskapsloven skal bidra til informative regnskaper for
ulike grupper av regnskapsbrukere. Regnskapsbrukerne er dels investover og krediiorer som
tilfarer kapital til foretakene, og dels andre grupper som har interesse av a vite hvordan
Jforetaket drives, f.eks. de ansatte og lokalsamfunnet. Informasjonen til kapitalmarkedet skal
gi grunnlag for riktig prising av finansielle objekter. Riktig prisdannelse pd aksjer er en
Jforutsetning for at ressursbruken i samfunnsokonomien skal bli best mulig. Gode regnskaper
vil ogsd giore det vanskeligere for markedsdeltakere & ta ut spekulasjonsgevinster med basis
i skjevt fordelt informasjon.”

Det fremgér siledes at et av hovedformélene med regnskapsloven cr 4 bidra til “informative
regnskaper for ulike grupper av regnskapsbrukere”. Regnskapsbrukere vil omlatte, jI. uttalelsen i
proposisjonen, blant andre investorer, kreditorer, ansatte og lokalsamfunnet.

Det er etter Skattedirektoratets vurdering derfor avgjerende ved vurdering av om dispensasjon fra
kravet (il & utarbeide arsregnskap og/cller drsberetning pa norsk kan gis, at det ikke foreligger
mulige brukere av regnskapsinformasjon som blir vesentlig berert negativt ved en eventuell
dispensasjon.

Det er serlig hensynet til brukerne av regnskapsinformasjon som skal vurderes ved en
dispensasjonsspknad. T denne vurderingen har Skatledirektoratet lagt sarlig vekt pa at selskapene er
datterselskaper til et utenlandsk selskap. Eicrkretsen er begrenset. Arbeidsspraket er engelsk og all
kommunikasjon skjer pa engelsk. Videre er det vektlagt at sclskapene driver virksombhet i en
internagjonal bransjc der alle sentrale akterer og samarbeidspartnere behersker og benytter engelsk
sprék.

Vennligst oppgi var referanse ved henvendelser i saken.

Med hilsen

) e |

Coms e d

Rune 'I‘yst:éid

semiorrddgiver
Rettsavdelingen, foretaksskatt

Skattedirektoratet Wk—wwﬁ

Torstein Kinden Hellelan

07.11.2020 kl 07:52 Brgnngysundregistrene

Side 5 av 295



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

Side 6 av 295

Brgnngysundregistrene

07.11.2020 kl 07:52



== Brenneysundregistrene

Arsregnskap regnskapsaret 2018 for 913315340

Introduction

About this report 2
Key figures and profile 3
ABN AMRO shares 4

% ¢
SR

S

Strategy and
parfermance
Economic environment
Regulatory environment
Strategy

Group performance
Business performance
Responsibility statement

Annual Firancial Siatemenis 2018

Consolidated income statement

Consolidated statement of comprehensive income
Consolidated statement of financial position

Consolidated statement of changes in equity
Consolidated statement of cash flows

Notes to the Consolidated Annual Financial Staternents
Company Financial Statements of ABN AMRO Group NV,

204

s

Rizk, funding &
capital
intreduction to Risk,

funding & capital 36
Risk, funding &

capital management 37
Risk, funding &

capital raview 6
Additional risk, funding

& capital disclosures 1

R e et
&

fither

independent
auditor's report
Other information

Cautionary statements
Enguiries

Leadership &
govarnance
tntroduction to Leadership
& governance
Executive Board and
Executive Committee
Supervisory Board
Report of the
Supervisory Board
General Meeting and
shareholder structure

Codes and regulations

tegal structure
Remuneration report

SinalaaTeg

07.11.2020 kl 07:52

Brgnngysundregistrene

Side 7 av 295



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

S ThIsIs 'heﬁx nugl ?%wa tfar 207 8of ﬁxﬁ% A“\f‘%@ which consists of ABN AMRO Group N.V.
Candid ns e@nsaéwa*cd entities; ?E@e purpe %a; ofthe Annvel Report Group and Annual Beport Banic.-
is 1o provide information about our finantial and non-finansial-performance in compliance with:
"rega SI{)W requiTemEnts: AB% AMR E} prmf ides: t?‘e t@?%amrg e {JuﬁS-%’Z@X’E 1o our Annual Repgorts:

Presenﬁa‘tmn af mformatmn This report s presented mn-eufos (EUR); which'is
The Annuat Report for 2018 consrsts of the Executrve Boarci' : 'ABN AMRO s presentation currency rounded to-the"
:report (s&ctions Strategy and performance Risk,” o nearest mi”IOﬂ and sets out the resufts for the entire
funding & capital, Leaciershlp & governanc:e) Report of the 7 ABN AMRG organrsatron worldwide (untess ctherwise'-
s 'Super\nsory Board and the Annual anancnal Statements = : stated) All | financial yearend averages in this report are” e
: : ' ‘based on rmonth-end figures. Management doesnot
o The ﬁn'ancial_information 'c'ontaine_djin_this Annua1 Report 77 believe that these month-end:averages present trends .
©has been prepared in accordance with Intemational .= . that are materially differsnt from those that wotld be
Finaricial Reporting Standards (IFRS) as-adopted by the -~ " présefited.by daily averages. Certain figlies in thisreport =~ e
: 'Eu_roo_e'an Union'(EU IFRS). Sorme chapters in the Risk, = ‘may noi tally exacily due 1o rounding. fn’ addition; certain s §
- -funding and capital section coritain audited information " - percentages in this re;:)ort have been caEcuEated usmg =
. and are part of the Annual Financial Statements: Audited -~ _rounded ﬁgures Sh -.5?_

“information'in these sectionsiis labelled as “sudited"in the : i R R
L fespective headlngs All capital metrics and risk exposures - To downl_dad this report__or'obtain more information,

“in this'section‘are reported under the Basel Ml {CRDIV/ © 7 please visit us at.abnamro.com/ir of contactus at
-:CRR) framework: Some cha_pters in' this section .contain. investorrelations@nl.abnamro:comi: The definitions
information according to Pillar 3 and Ehhanced Disclosure -~ and abbreviations used in‘this répori.can be fotind on

= Task Force (EDTF] requirements:These sections-are .~ the ABN AMRO Websrte via abnamro com/annualreport
“labelled as "Pillar 3"and-'EDTF" respectively. SRR : : :

ABN A%‘y”zRQ_ErGuaAnnuai P{eport 20087
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AEN AMRO is a modermn, full-service bank with a transparent
and client-driven business model, a moderate risk profile,
a clean and strong balance sheet with digital and traditional
banking products, and a solid capital position and strong
funding profile. We serve retail, private and corporate
banking clients, with a primary focus on the Nethertands

ABN AMRO is present outside the Netherlands include
France, Germany, Belgium and the United Kingdom.
ABN AMRO also has branches, subsidiaries or
representative offices in Norway, Greece, Guernsey,

Australia, Brazil, the USA, Dubai, Singapore, China,

Hong Kong and Japan.

and selective cperations internationally. Countries where

Key figures

Financial resulis

Return on average equity
Cost/income ratio

CET1 {fully loaded)
Dividend pay out ratio’

Kon-finaneial resulis?
Net Promoter Score
- Retail Banking
- Commercial Banking
- Private Banking
- Corporate & Institutional Banking
Employee engagement
Trust monitor AFM/NvB
Dow Jones Sustainability
Index ranking

Gender diversity {% women}*

Target 2020

2018

10-13% 11.4%
56-58% 58.8%
175-18.5% 18.4%
50% 62%
Best NPS of Dutch peers
-9
-2
-1
45
z 80% 0%
Leading among large Dutch banks 33
Within 10% top 5% of

sector banks®

sector banks

2017

14.5%
60.1%
177%

50%

-9

-6

12

32

7%

3.2

top 5% of
sector banks

- total 44% 46%
- subtop 35% women 27% 28%
- top 30% women 28% 25%
FTEs®

Employee FTEs

Totat employee FTEs 18,820 18,854
- of which the Netherlands 15,557 16,269
- of which Rest of Europe 2,267 2,628
- of which USA 429 428
- of which Asia 440 490
- of which Rest of the World 128 139
Non employee FTEs

Total non employee FTEs 4,608 4,008

sustainable net profit (after deduction of AT1 coupon payments and minority interests). The sustainable net profit was identical to the net profit for 2018,
! For definitions and measurement methods of the non-financial indicators, piease refer 1o the strategy chapler.

! Target in refreshed strategy updated to top 5% of sector banks. Please note that, under DJS), scores are not directly comparable because of regular recalibration and changes to methodology

{2018: 85;2017:81),
* In the Netherlands
* As per 31 December.

Sustainable net profit excludes exceptional items that significantly distort profitability. In the first quarter of 2013, ABN AMRO proposed a dividend pay-out of 62% of the full-year 2018

oy
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Key developments

Between 29 December 2017 and 31 December 2018,
ABN AMRO's share price (depositary receipts) declined
24%, while the STOXX Europe 600 Bank index declined
28% . Total dividend proposed for 2018 is EUR 1.45 per
share, representing a dividend payout ratio of 62%.
This consists of an interim dividend of EUR 0.65 paid

in September 2018 and a proposed final dividend of
EUR 0.80 per share, subject to approval at the annual
general meeting.

Listing information and substantial holdings

A total of 470.9 million shares, which is 50.1% of the total
issued capital of ABN AMRO Group N.V, are held by the
STAK AAG ('Stichting Administratiekantoor Continuiteit
ABN AMRO Group'). STAK AAG has issued depositary
receipts representing such shares, which are listed on
Euronext Amsterdam. NLF! holds 3.7 million (6.4%)

of these depositary receipts and has waived, in its
capacity of holder of depositary receipts only, any meeting
and voting rights attached to the depositary receipts other
than the right to vote in the sharehclders meeting of
ABN AMRO. The remaining 489.1 million shares (49.9%])
are held directly by NLFI. More information is provided

in the Leadership & governance section of this report.

For more information about STAK AAG or NLFI, please

Share count

Total shares outstanding/fissued and paid-up shares
- of which held by NLFI

- of which listed (in the form of depositary receipts)
- as a percentage of total outstanding shares

Average number of shares

Average diluted number of shares

Key indicators per share (EUR)
Earnings per share'

Shareholder's equity per share

Tangible shareholder's equity per share
Dividend per share?

Share price development {(EUR)
Closing price (end of period)

High {during the period)

Low {during the period)

Market capitalisation {end of period, in biliions)
Yaluation indicators (end of period)
Price/Earnings

Price/Tangible book value

Dividend yield

Dividend pay out ratio?

go to the About ABN AMRO’ section of abnamro.com
or visit stakaag.org or nlfi.nl. The depositary receipts
are traded under [SIN code NLOQ11540E47, Reuters
ticker ABNd.AS' and Bloomberg ticker ABN:NA.
Other than STAK AAG and NLFi, ABN AMRO is not
aware of any current or potential shareholders (or
owners of depositary receipts) that have an interest in
ABN AMRO of 3% or more as at 31 December 2018.

Share price development
fin %

Dec 2087 Dex 7018

wan ABN AMBG STOXX Eurape 6006 Banks Index
e fumsterdam Exchange Index

Source: S&P Global Market intelligence

940 240
529 523
an a1
44% 44%
940 940
940 240
2.3% 2.89
20.58 2053
20.41 2034
148 145
2054 26.99
28.48 2716
19.81 20,95
19.31 25,29
8.74x 9.31x%
1.01x 132x
71% 5.4%
62% 50%

paid-up ordinary shares.

Profit for the period excluding reserved coupons for AT1 capital securities (net of tax} and results attributable 1o other non-controlling interests divided by the average outstanding and

! Dividend per share and pay out ratio subject 1o approval of the annual general meeting in April 2019.
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The economic environment remained relatively favourable
in 2018. The key countries in which ABN AMRO operates
- Belgium, France, Germany, the United States and the
Netherlands - all experienced continued growth. Once again,
ABN AMRO's home market outperformed its European
counterparts as the Dutch economy expanded by 2.5%.

Continued broad-based growth

The increase in activity in the Netherlands was broad-
based, with household consumption, government
spending, investments and exports all contributing to
growth. Consumption advanced on the back of a positive
labour market and developments in the housing market.
The number of jobs rose, while unemployment fell to

a historic low. Although the government decided to
increase spending, supply constraints meant it was
unable to meet all its intended expenditure commitments.
Businesses experienced strong demand, and a lack of
production capacity induced them to step up investments.
Meanwhile, housing investments started to flatten after
years of acceleration. The external sector benefited from
relatively high growth in world trade on the back of strong
international demand.

Global trade under pressure

Various signs point to global expansion having reached its
peak in 2018, with the clearest sign of a slowdown being
the persistent fall in confidence indicators. During the
yaar, growth in world trade, industrial production and
global GDP all weakened. This was partly for cyclical
reasons as pent-up demand waned and the inventory
cycle started running out of steam. in addition, inflation
rose in response to higher energy prices and held back
the increase in consumer purchasing power. The threat
of protectionism also contributed to the declining
confidence, while the political uncertainty created by
Brexit and concerns about the ltalian budget impacted

Buteh economio growth continuss
o sutperiorm key countries
: ar

r-on-year 2618 fgures avarags ovar firs

S .
208 20%7

5h BE France

Netherlands B

Germany Bl Belgium

Source: Thomson Reuters Datastream.

sentiment. Business surveys meanwhile showed a
supstantial drop in export orders. Moreover, restrictive
measures by Chinese policymakers aimed at deleveraging
the economy reduced GDP growth in China, while

the rate hikes and shortening of the balance sheet by

the Federal Reserve also resulted in tighter financial
conditions in many other countries.

ECB preparing for QF withdrawal

On the back of higher commodity prices, headline inflation
rose towards the ECB's 2% target, while core infiation,
which disregards volatile price components, remained
much lower. Technological change, growing international
competition and a more flexible labour market continued
to hold back price rises. However, the ECB repeatedly
stated that it expects core inflation to rise, with ongoing
economic growth and a further improvement in the labour
market propping up the pressure on prices. Given this
prospect, the ECB gradually reduced the degree of policy
accommodation. its first step was to reduce its monthly
asset purchases, while the second step was to announce
plans to cease purchases completely by the end of 2018
and then raise the deposit rate. Credit spreads materially
widened in 2018, but came down again when signals

of a slowing eccnomy became more clear and the ECB
notified markets it was about 1o inject more liguidity into s
the European banking system and would not raise official j. g
rates before 2020. g

Rapidiy rising house prices

After reaching a historic high in 2017, Dutch housing
transaction volume started declining in 2018. While

the deceleration was initially confined to the Randstad
conurpation, it later alsc became visible in other parts of
the country. The decline was primarily caused by a lack of
properties for sale. in response to this shortage, but also
because of strong economic growth, the favourable fabour

international envirenment becomes sy lavourahle

tin b year-oh-year)

.

.

= PWIWotld export orders (lhs, index] - Warld trade (rhs,

Y yeat-on-year)

Source: Thomson Reuters Datastream
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market, low mortgage interest rates and demand from
buy-to-fet investors, nominal house prices rose beyond
their pre-crisis levels. However, regional differences are
substantial. Moreover, the construction of new homes
is continuing to fali well short of demand. Dutch
housebuilders” slow response to market changes is a e
long-standing problem, which the government is trying //“
to address. The problem will however take a long time

to resolve, given the limited number of building permits.
The fact that buyers are struggling to find suitable homes
is taking its toll on sentiment in the housing market,
which is still positive, albeit less buoyant than before.

Bise in inflation won't veprry the ECB too much

Jeni-Lr-yesr,

2037 2018
Margmai grthh n 2emimg s Harmenised inflation (% yeat-on-year)
Despite the decline in housing transactions, mortgage . 10 year Dutch gavernment band yield
production in the Netherlands continued to increase.
A large share of mortgage production was attributable
to refinancing by homeowners seeking to lock into low
mortgage interest rates. At the same time, many other
people redeemed all or part of their mortgage to reduce
debt. As a result, the total amount of outstanding mortgage  Housing ansactions have peaked

Source: Thomson Reuters Datastream.

debt rose only moderately, and even shrank as a percentage ori-year, Heusands on @ vearly basis)

of GDP Thanks to the sharp increase in house prices and N

the rise in redemptions, the number of househclds in /\m_’f,_\_m«*“m/\\
negative equity declined substantially during the year. e

Lending to nen-financial businesses continued to dacline, /’

albeit less rapidly than before. instead of using banks,
businesses are now increasingly relying on internal funds,
aguity and corporate bonds to finance their investments.
The low interest rate environment is inducing investors to
explore a wider realm of investment oppoertunities and
increasingly to flock to corporate bonds. As a result, direct 200
financing options have become more accessible, 20t e

particularly for farger businesses. e House prices (s, % year-on-year

~~~~~~ Transactions (s, thousands on a yeatly basis)
Weaker growth outlook
We expect the US growth momentum to wane, mainly
driven by the slowdown in investments, which have been
very strong in the past two years. While US government
spending will pick up some of the slack, this will come
to an end in 2019. Although the rivairy between the US
and China is likely to persist, we do not expect China
to experience a hard landing as the government is taking
offsetting measures to ensure the country's sconomic
slowdown is of a more gradual nature. Weakened
confidence and less supportive financial conditions wvill
affect activity in the eurozone. However, the European
economy still has some slack. Since the upward effect
of ¢il prices will be only temporary, the rise in inflation
is likely to be slow. The overall contribution of external
demand will become less supportive for the Netherlands,
although domestic spending will continue to grow
robustly. Dutch GDP growth will also receive a boost 5 ;
from the increase in public spending that was agreed in 207 2018 SE
the Coalition Agreement. As capacity constraints meant
the government had to postpone some of its intended
spending in 2018, some of the positive effects of this
on GDP growth will roll over to 2019.

Source: Thomson Beuters Datastream.

SoEu

we Laans to non-financial companies - Martgages to househalds

Source: De Nederlandsche Bank
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Intreduction

ABN AMRO operates in a highly regulated sector, where
regulations are also continually changing. The 2018 financial
year saw over 30 significant regulatory developments that
were either new or required substantial implementation
efforts from ABN AMRO. Some of the key developments
during the year are highlighted below.

Sustainability developments in financial legiskation
On 8 March 2018 the European Commissicn unveiled
its Action Plan on sustainable finance. This was followed
on 24 May 2018 by the Commission’s presentation of
a package of measures that included three preposals
aimed at:
& establishing a unified EU classification system of
sustainable economic activities (i.e. a "'taxonomy’);
» improving the disclosure requirements on how
institutional investors integrate environmental,
social and governance (ESG) factors into their
risk processes; and
& creating a new category of benchmarks to help investors
compare the carbon footprint of their investments.

In addition, the European Commission sought feedback
on amendments to delegated acts under the Markets

in Financial instruments Directive (IMIFID 1B and the
Insurance Distripution Directive (IDD), with the aim of
including ESG considerations in the advice that investment
firms and insurance distributors offer to individual clients.
These amended delegated acts are expected to be
adopted in 2019-2022.

Brexit

On 23 June 2016 the UK voted to leave the EU. Brexit

is now scheduted for 29 March 2019. Planning for Brexit,
however, has been difficult against the uncertain political
and regulatory backdrop. This has been primarily because
of the drawn-cut negotiations for a withdrawal agreement,
which have been affecting the entire financial market.

The transition deal agreed between the UK and the EU in
sarly 2018, which is intended to last untit the end of 2020,
provides for a smooth transition and legal continuity after
Brexit on 29 March 2019. However, this transition period
is inextricably linked to the withdrawal agreement;
without the latter, there will be no post-Brexit transition.
And although the UK and the EU reached such agreement
in November 2018, uncertainties remain about whether
this withdrawal agreement will survive.

Without a withdrawal agreement, EU financial

services’ passporting rights will cease to apply after
Brexit, and appropriate local authorisations will then

be needed by parties wanting to conduct business.

The UK government has announced that, if necessary,

it will introduce a temporary permissions regime for
inbound passporting of European Economic Area (EEA)
firms and funds. This will provide a backstop in the
absence of a bilaterally agreed transition period and if

the EU passporting regime falls away. An area of particular
concern has been the continuing uncertainty about access
to UK financial market infrastructures and to London’s
clearing houses. Because of the many uncertainties

and the protracted negotiations, the £ECB has instructed
banks to prepare for a hard, ‘cliff-edge’ Brexit and to make
contingency plans for a ‘no-deal’ outcome.

Finalisation of Basel B reforms (Basel IV)

The finalised Basel ll standards of 7 December 2017
(Basel IV) imply a major change in the way banks have

to determine their risk-weighted assets (RWAs) when
calculating their minimum regulatory capital. Basel IV will
limit the use of internal risk models to those exposure
classes for which more default data are available (i.e.
retail, small corporate and specialised lending exposures).
in addition, a revised standardised approach Tor calculating
credit risk and operational risk, a revised credit valuation
adjustment (CVA) risk framework and a revised leverage
ratio framework are being introduced. Lastly, where
capital requirements are calculated on the basis of internal
models, an output floor has been set at 72.5% of the
outcome of the calculation based on standardised
approaches. This output floor means that institutions
basing their calculations on internal models will be
reqguired also to apply the revised standardised approaches
when calcutating their RWAs. Basel IV is due to be
transposed into EU law in the Capital Requirements
Directive (CRD) and the Capital Requirements Regulation
(CRR) and will enter into force during a transition period
from 2022 cnwards.

Reforms of Inferbank Offered Rates

interbank Offered Rates (IBORs) are broadly used in
financial markets as benchmark interest rates for a wide
range of products, including derivatives, deposits and
mortgages. As the existing IBORs are increasingly likely
to disappear over the coming years, financial market
participants need to prepare for their replacements.
Although no clear view has yet been formed on the
composition of any new benchmark interest rates and
the dates on which they can start to be used, the first
{BOR-related reforms may start taking effect in 2019.
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General Data Protection Regulation

The EU General Data Protection Regulation (GDPR)
became effective on 25 May 2018 in replacement of the
EU Data Protection Directive. The existing Dutch Data
Protection Act (Wet bescherming persoonsgegevens)
was consequently repealed, while the powers of the
Dutch Data Protection Authority were expanded to include
such things as the right to impose administrative fines.
The GDPR aims to reinforce the data protection rights of
individuals and to facilitate the free flow of personal data
in the digital single market. its requirements are stricter

than those that applied under the Data Protection Directive.

Payment Services Directive il

A key objective of the EU Payment Services Directive |l
(PSD H) is to create a level playing field for all payment
service providers, both incumbents and new entrants.
Under PSD H, third parties may obtain access to details
of payment accounts at banks and so start offering
payment initiation and account information services.
Therefore, going forward, these parties may play a larger
rcle in the payment system. Dutch legislation implementing
PSD 1 was adopted in December 2018 and entered

into force in February 2019,

S adtoigAnD R d)

e
)
)
o
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Accelerate the sustainability shilt

The sustainability shift in society and in our clients’
business models offers new opportunities for ABN AMRO.
We want to remain relevant and responsible, both now
and in the future. So we are taking a stand with a positive
and proactive purpose: “Banking for better, for generations
to come.” And we have refreshed our strategy to put that
purpose at the centre of everything we do.

For us, this means being better for our customers and
better for society. It means rethinking our mindset 1o
ensure we have entrepreneurial, energised employees
innovating to create the effortless experiences that clients
expect, while also building a future-proof bank with strong
business results. Supporting the 400,000 companies

and 5 million private individuals who are our clients in
their transition to sustainability is a business opportunity
to capture. We will be designing models that support
inclusion and a fairer society, and developing products that
promote the transition to a more circutar economy and help
reduce emissions of CO, and other greenhouse gases.

Our ambitious strategy goes beyond purely financial value:
it is about creating fasting value for all stakeholders.

We want to accelerate the sustainability shift. Our strategy
is based on three pillars: supporting our clients’ transition
to sustainability, reinventing the customer experience,
and building a future-proof bank. This is because helping
clients shift to sustainable ways of working and living
means giving them a flawless experience. And 1o do that,
we need high-performing people and processes. That is
why we want to nurture a culture of enargatic, engaged,
well-trained employees and connected processes.

Suppoert ewr cliests’ transition to sustainabibity

We want to support our clients’ transition to sustainable

products and business models, and will use our data,

knowledge and expertise to do so in a profitable way.

We want to make a positive impact by doing what we

are good at — banking. To support our clients’ transition

to a more sustainable era, we have set three priorities:

& Innovate 1o support our clients in their sustainability
journey;

s Embed sustainability in our current products,
services and client touchpeints;

» Lead by example and living our purpose.

Beinvent the custemer sxperisnce
ABN AMRO is a client-focused and data-driven
organisation that treasures the client refationship and
delivers an effortless and recognisable experience.
We aspire to satisfy fundamental client needs and
to ‘'wow’ in the customer experience. To reinvent the
customer experience, we have set four priorities:
& Improve clients’ immediate pain points - including
new client take-on, credit applications, instant help
and track & trace - and their future pain points;
& Reinvent end-to-end customer journeys from scratch;
~ Invest in capabilities that help us anticipate and respond
to changing client needs;
& Enable the organisation to deliver an excellent
customer experience and embed a client-focused culture.

Hhuild & futurs-proof bask
Our organisaticn unleashes the potential of our people
throughout their careers and fully equips them to
successfully contribute to our purpose and strategy,
with focus, engagement and high productivity. In seeking
to become a future-proof bank, we have set two priorities:
& To offer our people a great employee experience
in a purpose-ted and values-driven culture;
& To design organisational structures, processes and
T systems that make work sasier and help us Tully
realise our three strategic pillars.
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Strategic targets

Non-financial  Gender diversity intop

Targetl 2020

:30% women intap 8%

Gender diversity in subtop

S 35% women 77% 78%

~insubtop.

Dow Jones Sustainability Index (DJSH ranking'

Top 5% of

s Top 5% of
:: hanking-Sector

hanking sector

Top 5% of
hanking sector

Banking Confidence Monitor * - Leading among. 33 3z
large Dutch banks
Financial Return on average equity -_1ﬁ-_13°/_& : 11.4% 145%

Costfincome ratio - 58.8% 50.1%

CETH (fully-loaded) © o A75ABEY, 18.4% 17.7%

Dividend payout ratio “Atleast 50% of net 52% 50%
sustainable profit

Bletric Target 2026 Target 2019 il

We are commitied to

14%

Support ¥ Renewable energy 20%:
aur clisnty’ our clients’ transition commitment as a % Lo
N te hecome more of energy portdolio e
t\m\%%ﬁm F? sustainable w Sustainability financing 2 EUR3.0hillion:  EUR 1.5 billion
sustainability w Sustainability investments - - EUR‘1Bbiflian  EUR 145 biltion
{client assets) G
We provide our » Clients rated on our 0% 100%*
clients with insight into sustainability rating tool s
their sustainahility
performance [ i
We help our clients » Average enerqgy label i -_63_% r_a!_éd G . 6T%rated AC
invest in making their (residential propertias) o
homes and real estate  » Average energy label 3% average A 23% average A
more sustainahle [commercial properties} Goboa
Relnyvent Net Promoter Score ¥ Retail Banking z-6 -9
the customer  (refational) w Private Banking 233 241 -1
- ¥ Commercial Banking el ia 20 -7
srpETlence ¥ Conxrate & St 2ad8 2432} +45
Institutional Banking TR
Buibd & future~  Employee engagement i SD%_ 80% 80%

proeot bank

! Please note that, under the DJS!, scotes are not directly comparable because of regular recalibration and changes to methodology {2018: 86; 2017: 91}

 Blank indicates new targets introduced as part of the 2018 strategy refresh. The targets have been set according to the following baselines {in same sequence as table]: 12%; EUR 750 mittion;
EUR 13.9 billion; within Corporate & Institutional Banking: 100%, excluding financial institution clients; 53.4% rated A-C; 13% average A.

1 Within Commetciai Banking, this includes all CBC clients; within Corporate & Institutional Banking, this includes ail clients with the exception of financtal institution clients.

* For Corporate & Institutional Banking, we expecta decrease in 2019 in our Net Psomoter Score [relational} following recent organisationat changes.

Long-term value creation

We create value for society, not only as a provider

of financial services, but also as an employer and an
investor. At the same time, we recognise that, through
our business activities, we may also dacrease value - if,
for example, we close bank branches or invest in projects
reliant on natural resources. Our value creation model

is based on the HRC's integrated reporting framework,
which recognises six forms of capital - financial, human,
intellectual, manufactured, natural, and social and

relationship. Our model shows the flow of the value we
consume — from the resources, or capital, we need 1o

run our business - to the financlal, social and economic
value we create (or deplete) as a result of our activities.

We regularly assess our operating environment in order
to identify the most important social, economic, financial
and environmental issues, and whare we balisve we
can create value for our stakeholders. This assessment
is based on input from stakeholders and senior

e

e
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managemaent. Based on their input, we dentified

over 300 social, economic, financial and environmental
issues and narrowed them down 1o just nine “strategic
differentiators’ linking directly to our strategy. We also
identified other "fundamental value creators’, which

are basic "hygiene’ factors, such as secure banking,
compliance and data protection, that will support the
implementation of our strategy. See also our Integrated
Annual Review 2018 on abnamro.com/annuatreport.

Sustainable Development Goals

The United Nations launched its Sustainable Development
Goals in 2015. There are 17 goals, on topics ranging from
poverty and hunger to human rights and climate change.
We have identified three "strategic’ goals — where we
believe, through our strategy, we have the most to
contribute, both as an investor and as a provider of
financial services. We have mapped out our contributions
to each of our three strategic SDGs below:

& Decent work and economic growth (SDG 8) "Promote

sustained, inclusive and sustainable economic growth,
full and productive employment and decent work for all”’
# Human rights and labour standards built into
ABN AMRO's lending, investment and procurement
policies;
# Loans and support to small and medium-
sized businesses to help them expand,
drive economic growth and create new jobs;
# Social impact bonds: raising funds to help young
people on state benefits into work.
Responsible consumption and production (SDG 12)
"Ensure sustainable consumption and preducticon
patterns’”
# Loans to upgrade infrastructure, improve energy
efficiency and retrofit industries with cleaner
technologies;
EUR 1 billion financing for at least 100 circular
economy activities by 2020.
Climate action (SDG 13) "Take urgent action to combat
climate change and its impacts.”
# Mission 2030: upgrading clients’ residential
and commercial properties 1o an average label
of A for energy efficiency;
Green financing through our green bonds, energy
transition fund and Green Bank in the Netherlands;
Increasing clients’ sustainable investments 1o
more than EUR 16 billion;
increasing our sustainability financing to
EUR 3 billion by 2020;
Increasing our renewable energy commitment
o 20% of our energy portfolio by 2020.

¥

¥

¥

L2

¥

¥

¥

¥

¥

L2

¥

07.11.2020 kl 07:52

Brgnngysundregistrene

Side 18 av 295



inancial revie

This financial review ino
{ financial condition of

Income statement

Financial highlights

& Solid profit in 2018 of EUR 2,325 million, reflecting
strong operating result despite elevated impairments.

» Net interest income growth of 2% supported by
growth in corporate loans and higher mortgage penalties.

Operating resulis

» Costs continue to trend down due to cost-saving
programmes and lower restructuring costs. C/! ratio
improved to 58.8% (2017: 60.1%).

~ Elevated impairments on specific clients and sectors
in CIB and Commercial Banking throughout 2018.

& Strong capital position, with CET1 ratio of 18.4%
and Return on Equity of 11.4%.

{in milfions} 2018 2017 Change
Net interest income 6,593 5,456 2%
Net fee and commission income 1,698 1,747 3%
Other operating income 800 1,086 -26%
(perating income 9,093 3,280 2%
Personnel expenses 2,441 2,590 5%
Other expenses 2,910 2,991 -3%
Operating expenses 5,351 5,582 A%
Dperating result 3,742 3,708 %
Impairment charges on financial instruments 655 -63

Gperating prefit/{loss} before taxation 3,086 2,771 -18%
Income tax expense 762 979 -22%

Attributable fo:

Ownaers of the parent company
Holders of AT1 capital securities
Other non-controffing interests

2,207 2,721
79 53
39 18

Large incidentals

Frivate Banking divestmenis

Private Banking's other operating income in 2818 includes EUR 67 million of sales
proceads and provision releases resulting from divestments. In 2017, total sales
proceeds of EUR 263 million were recorded in other operating income, with cosis
related to these sales amounting to EUR 21 million of personne! expenses and
EUR 35 million of other expenses.

Positive revaluation of equensWorldline
Other income in 2818 includes a positive revaluation of EUR 63 million for our stake
in equensWorldlire.

Anti-meney laundering

Banks have a responsibility to help protect the financial services sector. We
take this respensibility very seriously. ABN AMRO invests significant resources
in combating financial crime. We work ¢losely with regulators, goverrments,
other banks and the police.

ABN AMRO kas decided, based on existing shertcomings and input from the

Dutch Central Bark, to accelerate its Customer Due Diligence {CDD) programme in
arder to be compliant with anti-money laundering and terrarist financing iegislation.
We've aiready carried out a review of our Corporate & institutional Banking business;
a review of our Private Banking clients is now nearly complete. ABN AMRO has
developed remediation programmes 1o speed up remediation actions in refation to
Internationa Card Services {ICS) and Commercial Banking and has shared these with
the Dutch Central Bank and committed to their exscution. For the incremental external
costs invoived, we've taken a provisien in 2018 of EUR 85 million — for ICS

{EUR 30 million) and Commercial Banking {EUR 55 million). The amount is based on,
amonrg other items, the total number of files, the time neaded to review each file and
the percentage that will be reviewed usirg external resources.

Over the past year, a number of European banks have been the object of money
laundering investigations. We recognise that, with financial ¢rime, we have o be
vigilant. We're constantly looking for ways to strengthen our systems and raise
awareness of potential risks within the bark.
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Provision for SME derivatives-relaied issuss

The provisior for project costs relating to SME derivatives-related issues was
increased by EUR 41 million in 2018, compared with an addition of EUR 138 million
in2017.

Other indicators

Net interest margin (NIM) {in bps)
Cost/income ratio

Cost of risk {in bps)'

Return on average Equity?
Earnings per share (in EUR)
Dividend per share*

Restructuring provisions

Personnel expenses in 2018 includes EUR 123 million of restructuring provisions
for further digitalisation, process optimisation and the CiB refocus, compared with
EUR 184 milfion in 2017.

2018 2017
165 157
58.8% 60.1%
24 -2
11.4% 14.5%
235 283
148 145

of gross carrying amount and excluding the fair value adjustments from hedge accounting.

1o the owners of the company.

ordinary shares.

Annualised impaiment charges on loans and advances customers for the period divided by the average loans and advances customess {excluding at fair value through P&L} on the basis
Profit for the period excluding coupons attributable to AT1 capital securities and results attributable to other non-controliing interests divided by the average equity attributable
Profit for the period exchuding coupons attributable to AT1 capital securities and results atiributable to other non-controliing interests divided hy the average outstanding and paid-up

Interim/final dividend per share over the relevant period as declared/proposed by the company, subject to approvai at the annual general meeting.

31 December 2018 31 December 2017

288 307
18,830 19,954

Analysis

ABN AMRO's profit amounted to EUR 2,325 million. The
decrease of EUR 466 million compared with full-year 2017
was mainly attributable to the proceeds, recorded in 2017,
of the PB Asia divestment and the effect of model
refinements driving impairment releases. The return on
equity for 2018 was 11.4%, compared with 14.5% in 2017
(13.4% if adjusted for the PB Asia divestment). if adjusted
for incidentals, the operating result improved because of
netinterest income being boosted by corporate loan
growth backed by resilient margins and the lower cost
levels that resulted from restructuring measures.

Net interest income increased by EUR 137 million to

EUR 6,593 (2017: EUR 6,456 miilion) on the back of
corporate loan growth and higher mortgage penalties.
Interest income on residential mortgages remained stable
as average volumes and margins were broadly flat despite
intensifying competition. interest income on consumer
loans was down, due to a combination of lower volumes
and margins.

Net fee and commission income decreased by £UR 48 million
toc EUR 1,699 million (2017: EUR 1,747 million). A third of
this decrsase was atiributable to the PB Asia divestment
as the figures for 2017 included four months of fee
contributions from this business. The remainder was
primarily attributable to Private Banking as financial
markets were more favourable in 2017. The decrease

was partly offset, however, by higher feas charged for

Retail Banking payment packages and by higher fees in
the Clearing business following greater market volatility
in 2018.

Other operating income decreased to EUR 800 million in
2018 (2017: EUR 1,086 million). Excluding the PB Asia
divestment and incidentals recorded in both years,
other operating income decreased due to lower hedge
accounting-related income, including the effects of the
partial sale of the Public Sector Loan (PSL) portfolio
(EUR 79 million versus EUR 181 million in 2017),
adverse results for CVA/DVA/FVA (EUR 3 million negative
versus EUR 75 million in 2017) and a less favourable
equity stake revaluation in 2018 mainly in Commerciat
Banking. This decrease was largely offset by better
results for equity participations (2018: EUR 274 miltion;
2017: EUR 114 million).

Personnel expenses decreased by EUR 149 million in
2018 to EUR 2,441 million. Part of this decrease was
attributable to lower restructuring provisions in 2018
(EUR 129 million versus EUR 156 million in 2017).

if adjusted for restructuring provisions, personnel
expenses are on a daclining trend. This reflects the lower
FTE levels resuiting from the continued progress being
achieved by cost-saving programmes. However, this
progress was partly offset in 2018 by wage inflation as
the new Collective Labour Agreement provided for a 2%
increase in salaries from 1 January 2018 and for a one-off
payment of EUR 16 million in 2018.
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Dther expenses decreased by EUR 82 million in 2018

to EUR 2,910 million. This was largely due to lower
incidentals, partly offset by higher regulatory levies.
Excluding the incidentals and higher regulatory levies,
other expenses fell as a result of cost-saving programmes.
The effects of these cost-saving programmes were partly
offset, however, by higher costs incurred for the external
staff hired to increase our shortterm capacity for regulatory
projects. Requlatory levies increased by EUR 36 million to
EUR 336 million, mainly due to a higher Single Resolution
Fund contribution.

Balance shest
Condensed statement of financial position

{invmilfions}

Cash and balances at central banks
Financial assets held for trading
Derivatives

Financial investments

Securities financing'

Loans and advances banks

Loans and advances customers
Other'

Impairment charges on financial instruments amounted to
EUR 655 million in 2018, compared with a release of
EUR 63 million in 2017. Despite the continued favourable
trend in overall credit guality and the positive
macroeconomic environment, impairment charges rose
in 2018, mainly in CiB and Commercial Banking, reflecting
additional impairment charges in energy (mainly offshore),
shipping, commodities, diamonds and healthcare.
impairment releases in 2017 benefited from modet
refinements and a model update. The cost of risk
amounted to 24bps in 2018, which was below the
through-the-cycle level of 25-30bps.

31 Becember 2018 31 December 2017

24,371 29,783
495 1,600
6,191 9,825
42,184 40,964
12,278 15,625
8,124 10,665
270,886 274,908
6,668 9,743

3

Derivatives 7159 2,367
Securities financing' 7407 11,412
Due to banks 13,427 16,462
Due to customers 236,123 236,699
Issued debt 80,784 76,612
Subordinated Eabilities 9,808 9,728
Other' 4,968 11,488
Totat Hiabilities 359,236 371,841
Equity attributable to the owners of the parent company 19,349 19,303
ATt capital securities 2,008 2,007
Equity attributable to other non-controliing interests 2 20
Total equity 21,360 21,330
Committed credit facifities 61,166 55,295
Guarantees and other commitments 15,241 16,165

' ABN AMRO classified ali unsettled securities transactions as other assets and other liabilities, previously these were included in secutities financing. Comparative figures have been adjusted.

Main developments in assels

Total assets decreased to EUR 381.3 billion

(2017: EUR 393.2 billion). The decline was largely driven
by lower loans and advances to banks and customers,
securities financing and derivatives.

Derivatives decreased to EUR 6.2 billion (2017:

EUR 9.8 billion) on the back of mid- to long-term mnterest
and FX rate movements impacting on the valuation of
derivatives and also mirrcred in derivatives liabilities.

Financial investments increased to EUR 42.2 billion
(2017: EUR 41.0 billion), mainly due to USD investments.
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Loans and advances — customers decreased to

EUR 270.9 billion (2017: EUR 274 .9 billion). Loans to
professional counterparties decreased by EUR 8.2 billion,
mainly in Global Markets and Clearing. Residential
mortgages decreased by EUR 1.8 billion, largely due

to lower origination as a result of maintaining pricing
discipline in @ competitive environment. Consumer

loans remained broadly stable, whereas corporate loans
increased by EUR 5.8 billion. The growth of EUR 1.8 billion

Loans and advances — customers

{in millions}

in Commercial Banking was reflected across all sectors
on the back of the strong Dutch economy. CIB client loans
increased by EUR 3.7 billion (including EUR 1.2 billion
attributable to the impact of the USD appreciation), mainty
in corporates in the Netherlands and Natural Resources
and partly offset by the decline in Trade and Commodity
Finance, including diamonds. The rate of growth slowed
in 2018 following the CIB refocus, which is expected

to gradually impact on volumes throughout 2020.

31 December 2018 31 December 2017

Residential mortgages 148,791 150,562
Consumer oans 12,263 12,426
Corporate loans to clients' 91,2658 85,455
- of wihich: Commerciaf Banking 41,753 40,082
- of which: Corporate & Institutional Banking 42,521 38,814
Total client loany 252,312 248,443
Loans to professional counterparties and other loang’ 17,642 25,224
Total Loans and advances customers: 269,981 273.668
Fair vaiue adjustments from hedge accounting 3,185 3,700
Less: loan impairment aliowance 2,260 2,460

Corporate loans excluding loans to professional counterparties.
Gross cartying amount excluding fair vajue adiustment from hedge accounting.
Eoans to professionat counterparties and other {oans includes loans and advances to government, official institutions and financial markets parties.

Maln developments in labilities and equity

Total liahilities decreased to EUR 359.9 billion (2017:
EUR 371.8 billion), mainly owing 10 a decrease in
securities financing liabilities, amounts due to banks
and other liabilities.

Derivatives decreased by EUR 1.2 billion on the back of
mid- to leng-term interest and FX rate movements
impacting on the valuation of derivatives.

Due to banks decreased by EUR 3.1 billion owing to more

active balance sheet management.

Due to customers

{in millions}

Retait Banking
Commerciai Banking
Private Banking

Corporate & |nstitutional Banking
Group Functions

a0

Due to customers decreased by EUR 0.7 billicn as a result of
active balance sheet management. The decreases in CiB
and Retail Banking were partly offset by increases in
Commercial Banking and Private Banking.

HETGH R

Issued deht securities increased by EUR 4.2 billion as a
result of higher long-term funding.

i

Total equity remained stable at EUR 21.4 billion as the
inclusion of prefit for the period was offset by a decrease
in other comprehansive income (OCH).

31 December 2018 31 December 2017

93,492 94,320
44,958 44,190
66,156 65,051
28,018 20,273

2,509 2,896
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on-financial revie:

The foliowing sub-sections are based on the reporting
requirements set out in Section 2:391, paragraphs 1 and 5,
of the Dutch Civil Code (Burgerlijk Wetboek) pertaining

to non-financial information.

Lmployes sxperience

We aspire to build a future-proof bank that unleashes
the potential of our people and fully equips them to
successfully contribute to our purpose and strategy.

Our people are our most valuable asset as ABN AMRO
can only properly serve its clients if it has a highly
talented and committed workforce. We therefore offer
our people a highly valued, integrated and relevant
employee experience in a purpose-led and values-driven
culture. We believe in an open corporate culture in which
employees have a say and are encouraged to help build
the organisation. in October 2018, we conducted our
latest global Employee Engagement Survey (EES). With
18,510 people (internal and external staff) completing
the survey, the response rate was 78%, making the
results representative. Qur engagement index score
rose from 79 to 80. This is on-targst (80) and comparable
to the Global Financial Services norm of 81 in 2019,

Tatant and development

ABN AMRO aims to create long-term value for its clients,
employees and investors, as well as for society as a
whole. Attracting new talents and investing in employee

development is a prerequisite for creating long-term value.

These investments come in the form of formal training,
supervision, coaching, on-the-job tearning and mandatory
training to develop our professional knowledge. We have
modified cur performance management system in order
to give employees a greater sense of ownership of the
role that their personal and professional development play
in contributing to our strategy. The new system focuses
on having the right type of dialogue and on creating

a feedback culture.

lnvestment and appreciation

In 2018 we made significant investments in employer
branding and talent scourcing and in optimising our journey
to attract talent. We are also continuing to invest in
employee training and development in order 1o accelerate
skill building. These investments account for arcund 1.8%
of our overall personnel costs.

We measure the extent to which staff appreciate Talent
and Development opportunities i our annual Employee
Engagement Survey. Overall satisfaction with Talent
and Development stood at 78% in 2018, which was

3 percentage points higher than that of our industry pesrs.

We value these results as it is important, in a rapidly
changing world, for employees to feel encouraged
to continue working on their personal development.

Transformation

The transformation team was formed in mid-2017 to design,
accelerate and support the bank-wide transformation in
cooperation with HR. Over the past year, our transformation
efforts focused primarily on further aligning our strategic
ambitions and corporate culture with the bank's purpose
of “Banking for better, for generations to come” These
transformation efforts now serve as a clear imperative

and as a framework for the bank’s ongoing transformation
into a purpose-led business. Our executive management
teams have worked in partnership with our transformation
facititators to strengthen the teams' leadership capabilities
and practices so that they can lead and manage the
transformation of their respective businesses and
organisations and give our employees clear insight

into ABN AMRQ's vision and direction.

Diversity and inglusion

To be successful, we need to have a diverse workforce
that reflects the communities we serve. An inclusive
environment plays a pivotal role in developing an cpen
cufture. ABN AMRO's commitment to diversity and
inclusion includes promoting equal treatment and equal
opportunities for employees, preventing harassment
and ensuring non-discrimination.

ABN AMRO pursued various diversity initiatives in 2018,
including externally and intarnally organised mentoring
programmes, such as the Career Accelerator Programme,
for women and for employees with a bicultural background.
We have also set up a dedicated taskforce to accelerate
the advancement of our non-Western colleagues.

S adtoigAnD R d)

To further professionalise the process of hiring people
with a disability and also support existing colleagues with
a disability, we have set up the B-Able Desk to respond
to guestions from employses and managers and to
provide help in the form of coaching and practical advice.
We have also launched the Sign Language Coffee Bar,
where collsagues order their coflee in sign language from
a hearing-impaired barista. In addition, we have boosted
our Warm Welcome project by hiring thirty staff with an
employment disability in various offices throughout

the country.

Over the years, substantial numbers of refugees have
come to the Netherlands and requested political asylum.
Those allowed to stay are called status holders. We have
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launched the Reboot inftiative to help status holders find
their way in the Dutch labour market by giving them an
opportunity to work and build a career at ABN AMRO.

In July 2018 we were one of the first companies in
the Netherlands to sign the Talent to the Top” Cultural
Diversity Charter. By doing so, ABN AMRO committed
itself to a concrete and self-determined objective for

appointing non-Western talent to top and subtop positions.

Having set a target of 7% for non-Western staff in subtop
positions and 6% in top positions by 2020, we were able
in 2018 to achieve a 4.4% share for subtop positicns and
3.4% for top positions. We have also set up a series of
Diversity Circles and the Diversity Table to further engage
our network.

The 2018 LGBT+ survey showed a positive tendency in
attitudes within the bank. Most of our employees have

a positive stance on LGBT+ colleagues. The bank has
also signed the UN standards of conduct supporting

the business community in tackling discrimination against
LGBT+ people and the Sustainable Development Goals

in the LGBTI Manifesto (SDG LGBTI).

Ootecting Hnancial crime

ABN AMRO acknowledges the importance of its role

as a gatekeeper in safeguarding the financial system
against financial crime. it therefore focuses on seeking to
continually improve its procedures, systems and controls
in order 1o reflect our beliefs and live up to our regulatory
and societal obligations and expectations, to minimise
the risk of being involved in or assocciated with money
laundering, the financing of terrorism, bribery, corruption
and tax evasion and to comply with economic sanctions.

ABN AMRO has programmes in place to bolster its
resilience to financial crime and unethical and illegal
behaviour and to strengthen its govarnance regarding
the detecting of financial crime.

Client and third-pasty integrity

Both before entering into and during business relationships,

ABN AMRO carries out due diligence on its prospective
clients and third parties such as agents, intermediaries
and suppliers. ABN AMRO does this, using a risk-based
approach, to minimise the risk of being involved in

or associated with money laundering, the financing

of terrorism, bribery, corruption or tax evasion.

ABN AMRO systematically monitors the activities of its
clients and reports any suspicious or unusual transactions
to the relevant authorities. in high-risk situations (such as
those involving politically exposed persens or adverse
media, or clients in countries or sectors with an inherently
higher risk of financial crime), prospective and existing
clients undergo additional due diligence. The bank also
considers geopolitical factors when assessing the risks

of financial crime in relation to specific countries or
sectors. Unacceptable risks lead to a client exit or, in the
case of prospective clients or third parties, to rejection.

The Q4 2018 figures included a provision of EUR 85 million
in Retail Banking (IC3) and Commercial Banking for
additional costs of accelerating Customer Due Diligence
(CDD) remediation programmes. See note 29 Provisions
of the Consolidated Annual Financial Statements for
further information.

Combating bsihery and corruption

Corruption undermines fair and competitive business,
restricts international trade, reduces investor confidence,
and impacts on regional and global economic growth
and international stability.

in addition to the risks posed to the financial system,
ABN AMRO itself can also face reputational and financial
risks from potentially becoming directly exposed to or
being abused for corrupt practices. We take these risks
seriously and take mitigating measures to limit them.

{tis our corporate social responsibility to conduct business
with integrity and without any form of bribery and corrupticn.

Organisational and employee integrity

All staff members undergo mandatory training to
recognise signs of financial crime, including 'red flags’
of money laundering, bribery, corruption and conflicts
of interest. it is ABN AMRO's policy for all actual or
suspected incidents, irregularities or breaches relating
to bribery and corruption to be reported immediately.
Employees are encouraged, where possible, to first
discuss such suspicions with their manager. if this is
undesirable for any reason, they should report their
suspicions through the bank's whistleblowing channels,
which are also open 1o external parties.

in accordance with regulatory requirements, we monitor
the risks of money laundering, the financing of terrorism,
bribery and corruption in our organisation so as to maintain
a strong control system and to mitigate the risks. The risks
of monay laundering, the Tinancing of terrorism, bribery
and corruption are assessed as part of our Systematic
integrity Risk Analysis (SIRA), which is based on qualitative
and quantitative information and creates awareness

of the inherent and residual integrity risks faced by

ABN AMRO. In addition 1o the SIRA, ABN AMRO
continuatly works to create data-driven insight into
integrity risks. More information can be found in our
anti-bribery and corruption policy.
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Resilience to security threats

We have an information security framework in place that
defines management and staff responsibilities and sets
out security directives applying to the bank, its vendors
and third parties with whom the bank exchanges
information. The Corporate information Security Office
(CISO) systematically monitors client transactions in order
to detect fraudulent transactions. Security and Integrity
Management (SIM) monitors and reports the number

of detected issues relating to fraud, information security
and compliance breaches, while also monitoring losses
suffered by the bank’s clients and the bank itself. in
addition, ABN AMRO has a security framework in place
to manage the risk of, and prevent, financial crime and
unethical behaviour. Before introducing new products
and services, the bank uses Change Risk Assessments
(CRA) to assess the potential risks related to these
products and services, including the possibility of fraud.

The bank is focused on raising awareness among clients
and employees of how to recognise and prevent financial
and economic crime. The bank cooperates with other
banks, as well as with the police and justice departments,
to shield financial transactions from potential criminals.

Cyhercrime

ABN AMRO'’s information infrastructures connect the
bank’s networks to public netwaorks. As a result, banking
processes and their supporting information systems

are inherently vulnerable. This vulnerability threatens

the security and availability of client data and services.
The bank faces a constant threat of cybercrime, including
computerassisted fraud, unauthorised disclosure of
confidential information, virus infections, computer
hacking and denial of service attacks.

In the first quarter of 2018, ABN AMRO experienced
multiple Distributed Denial of Service (DDoS) attacks via
a relatively new method. Most of these attacks were
successfully mitigated and had minimal impact on clients
and employees. ABN AMRO filed several police reports
and is actively sharing information with the police and
other banks, through the Electronic Crimes Task Force,
to support the ongoing police investigations.

We have established a structured approach to information
security in recognition of the importance of protecting
the information and associated assets, such as systems
and infrastructures, of our clients and of the bank.

This is designed to ensure the confidentiality, integrity
and availability of information at all times. This approach
defines the organisationat framework, the management
and staff responsibilities, and the information security
directives applying to the bank, its vendors and third
parties with whom the bank exchanges information.

As part of this approach, the bank continuocusly monitors
cybercrime threats and adapts the bank’'s defences
wherever necessary.

Besponsible tax

it is our corporate social responsibility to pay our

share of tax. We communicate on our tax approach
transparently and publish our tax principles on the

ABN AMRO website. Our tax principles illustrate

how we fulfil our social respensibility relating to tax.

Our tax policy is based on these principles and

provides guidance on what we believe is responsible

tax behaviour for the whole ABN AMRO Group, both
regarding our own affairs and in our dealings with clients.

Actions to improve tax contrel in 2018

in 2018 we implemented further measures to increase
our management of tax risks. Tax is part of our Risk
Management Cycle. Tax evasion and tax integrity are
both part of our Systematic integrity Risk Analysis (SIRA),
which supports our risk-based approach to all integrity
risks, including tax risks. Tax was also a risk theme during
2018 and will continue to be so in 2019. Group Tax is
involved in all relevant risk and control self-assessments.
Tax risks are assessed in conjunction with the businesses
where these arise. Any key tax risks identified are
monitored and the controls in place are tested.

Tax embedded in client and preduct approval precedures
Our client acceptance and review procedures include

a review of potential tax evasion - which is never
acceptable — and also review clients from a tax integrity
perspective. Group Tax supports relationship managers
in assessing clients’ tax positions and in defining
appropriate actions. We consult and discuss tax integrity
with relevant clients. As well as the tax awareness
sessions that Group Tax continued arranging for client-
facing staff in 2018, we have also included guestions
on tax in our standard training programmaes for all staff.

As we wish to steer clear of aggressive tax planning
and tax avoidance, our intention is to offer products that
comply with the intention and spirit of the law and that
are commercial rather than tax-driven. This approach

is also reflected in our tax principles and tax policy

and embedded in the product approval process.

Transparency

Our tax principles and tax policy and our aim to be a
good corporate citizen support our objective to pay our
share of tax. We report taxable income in each country
we operate in and in line with the value created in that
specific country. The country-by-country report in note 10
of the Annuat Financial Statements shows, among other
things, our revenue and tax expense for each country.
We met our legal obligation under the FATCA (Foreign
Account Tax Compliance Act) and Common Reporting
Standards (CRS) regulations 1o report information on

our clients to the tax authorities in 2018. We are currently
reviewing the impact of the new EU Diractive on Mandatory
Disclosure (also known as DACS) on our business and
reporting obligations.
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Cum/ex transactions

ABN AMRO's legal predecessor, Fortis Bank (Nederland) NV,
ABN AMRO and several (former) subsidiaries were directly
or indirectly involved in so-called cum/ex transactions in
the past. This has been the subject of discussions between
ABN AMRO and the German tax authorities for the

past years. Currently, there are no disputes between

the German tax authoerities and ABN AMRO relating to
these transactions. Since 2010, a number of subsidiaries
associated with these transactions have been sold by
means of a management buy-out and the desks of

ABN AMRO that were (directly or indirectly) involved in
these trading strategies have been closed. That does not
mean, however, that there are no legal risks remaining
with regard to these transactions in particular civil and/or
criminal law risks.

in the second half of 2018 public reports appeared on the
involvement of subsidiaries of ABN AMRO or former Fortis
in dividend stripping activities and particularly in so-called
cum-ex activities in the past. This has raised questions

in Dutch parliament. In as far as these questions were
directed to ABN AMRO itself these questions have been
answered. The Dutch Minister of Finance has answered
further questions on 3 December 2018. in case Dutch or
foreign authorities request information on these activities,
ABN AMRO co-operates in these investigations as required
by law, or beyond as long as it does not potentially harm
the position of other stakeholders. For tfurther information
we refer to our website.

# Established business
pariner of the Duich

¥ Leading position
in the Netherlands

¥ Market leader in
ihe Netherlands

W//gg{{{é S
.

& Innovation &
Technology

¥ Present in the key
financial and logistical

¥ Principal bank for 20%!
of the Dutch population

¥ Market share of 21%
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& Ranked #27 in new
mortgage produetion

w £ 5 million retail clients

& Seamless omnichannel
distribution with a
nationwide network
of 135 branches, 24/7
Contact Center and

top-class digital offering

! GfK online tracker, 2018,
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sector
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* Calculated based on information provided by the Dutch Land Registry {Kadaster], 2018.
i January 2018, a group of approximately 300,000 smail business clients wete ansferred from Retail Banking to Commercial Banking.
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Business description

Retail Banking provides a full range of transparent banking
products and high-quality services to individuals. We have
a proven track record in delivering products and services
under the ABN AMRO brand, and specific products and
services under other labels. Our operations provide a
seamless omni-channel distribution network for our
clients, with extensive digital and physical coverage.

Retail Banking has a strong foundation and a recognised
market position in the Netherlands. in 2018 we retained
our strong foothold in the Dutch market and maintained
our number three primary bank position for retail clients
(20% of the Dutch population). ABN AMRO captured a
number 2 market position in new morgage production

in 2018, with a combined market share of all ABN AMRQO
brands in the Dutch mortgage market of approximately
17%. Retail and Private Banking held a combined market
share of 21% in the savings and deposits market.

We are also continually adjusting our service model to
better match the needs of our clients and to maintain
our postition for the future. We have decided to maximise
our focus on the digital transformation in our product
and service offering, where we are now shifting towards
a digital-first service concept and aiming to become

a frontrunner in the market.

Business developments

introductien

The banking sector is undergoing significant transformation.
We are Tacing socistal and banking trends that are shaping
the context in which we operate, as well as experiencing
competition from many different directions. New players
are entering the market, white technological and regulatory
developments are changing the competitive landscape
and traditional ways of banking. During the year we
continued seeking to achieve our ambition of being at the
forefront of digitalisation and technological developments
so that we can deliver innovative products and sclutions,
anhance the cliant experience and provide relevant and
personal expertise. in order to continue delivering in our
business we will use the strategy refresh as a guideline,
with "Banking for better’ as the basis for embedding our
strateqic pillars of reinventing the customer experience,
sustainability and building a future-proof bank.

Supporting cwr clisnts” Wransition to sustainability

ABN AMRO is committed to the preconditions of the
international Energy Agency's 2-degree scenario. The main
way in which ABN AMRO can have an impactin this
respect is by making real estate more sustainable.

ABN AMRO is therefore aiming Tor all our real estate,
including our own offices and Retall branches, 10 average

energy label A by 2030. As at 31 December 2018 we had
104,887 “label A houses in our mortgage portfolio,
representing an increase of 23.3% on the position at the
2017 yearend. Good progress has also been achieved in
various ongoing initiatives in the mortgage market, while
multiple initiatives have been started in the Personal
Banking domain to help vulnerable groups such as the
elderly. These include making more use of financial
coaches and encouraging elderly people to use digital
and video banking.

Retail Banking is currently looking intc opportunities to
broaden the scope of and prospects for sustainability.
Multiple initiatives have already been launched as part of
our Mission 2030, including the energy-savings check. in
addition, we are taking steps to guide vulnerable clients
towards a more rasponsible approach to credit. During the
year we also worked with Green Choice 1o faunch a new,
sustainably-themed savings account for children.

Reinventing the customsy experience

Retail Banking plans to build on its success, its track
record for delivery and its chosen route in the field of
customer expertence and digitalisation. We will position
our digital offering, customer journey and data capabilities
as true enablers for our products and processes, while
seeking opportunities to broaden our role in selected
ecosystems.

We added more self-service features to our Maobile
Banking app in 2018. These additions, which are designed
to ensure our digital offering maintains a leading position,
included the launch of the chatbot Anna and iDIN mobile.
We alsc maintained our top-class ranking in the app stores
(with scores in the Apple App store and Google Playstore
of 4.5 and 4.4 respectively, on a scale of 1 to B). Meanwhile,
Banking.ni ranked our mobile banking app as the best
Dutch mobile banking app. As Tor ocur other apps, we
expanded the user base of Tikkie (6 million+ users), GRIP
{500,000+ users) and the &Meer loyalty programme
{250,000+ users). The Net Promoter Scora in 2018 was

-9 (2017 -8).

in 2018, we opened the Tirst Office 3.0 in Amstelveen
(Netherlands). This office was developed based on the
needs of our customers, with the central focus being on
the shift 1o digital. £xamples of the new features include
meeting rooms that can be used for video banking, and
the video wall displaying information about our products.

e
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Retail received several awards during the year, including
the "Rookie of the Year' award for Speech Analytics, the
Sterrenregen award for ABN AMRO's car insurance, the
Dutch Consumers Association’s ‘Best of the Test’ award
for our legal aid insurance and, for the fourth year in a row,
a B-star award from MoneyView for our travel insurance.
Last but not least, in October 2018 ABN AMRO was
awarded the ‘Gouden spreekbuis’, a prize for excellent
morgage customer service.

Huilding & futwrs-prosf bank

By building a future-proof bank, we want 1o achieve
maximal flexibility through a simpler product assortment,
lean process flows and systems, and empowered
employees. In the Mortgage domain the comprehensive
optimisaticn programme we recently completed across
the chain has achieved strong results. While we are
continuing 1o further improve and digitalise our mortgage
activities, we are also shifting our focus to another strategic
important portfolio: consumer credit. Driven by our ambition
to remain a responsible consumer credit provider, with a
sustainable business model, we will be optimising and
rationalising our entire consumer credit chain over the
next few years. As well as optimising our core product
groups, including the underlying process flows and

Operating results

systems, we are continuing to empower our employees
by, for example, taking the next steps in promoting

agile ways of working and further embedding the shift to
self-organising. We are also well positicned to participate
in and build business models outside the traditionat
banking channels, with Tikkie as our best example to date.
Overall, the Employee Engagement Survey showed

the engagement score (80%) to have remained almost
the same as in 2017 (81%).

Financial review

Finanuial highlights

& Profit for the pericd decreased by 15%), mainly due to
lower operating income and lower impairment releases.

& Net interest income decreased by 3%, primarily due
to the impact of a model update for non-maturing
deposits. interest income on mortgages remained
stable despite the competitive environment, while
consumer loans saw lower volumes and margins
year-on-year.

» Operating expenses decreased owing to FTE
reductions resulting from ongoing digitalisation.

& Lower residential mortgage volumes, reflecting lower
crigination as a result of our maintaining pricing discipline.

{in millions} 2018 207 Change
Net interest income 2,122 3,233 3%
Net fee and commission income 365 338 8%
Other operating income 31 150 -80%
Operating income 3,517 3,721 B
Personnel expenses 442 473 7%
Other expenses 1,586 1,566 1%
Operating expenses 2,028 2,040 ~1%
Operating result 1488 1682 -1
Impairment charges on financial instruments -12 -101 88%
Operating prefit/{loss) before taxation 1,501 1.783 ~16%
Income tax expense 375 454 -17%

Retail Banking's profit decreased by 15%. This was driven
by lower impairment releases and lower operating income
as the figure for 2017 included net positive incidentals.

Net interest income decreased by 3% to EUR 3,122 million
(2017 EUR 3,233 million). if adjusted for incidentals in
both periods, the decrease was mainly attributable to the
combined impact (of approximately EUR 60 million) of the
model update Tor non-maturing deposits (NMD) and the
reallocation of net interest income from Group Functions.
Interest income from residential mortgages remained

stable as the lower average volume was offset by the
slight improvement in margins that resulted from good
pricing discipline in a highly competitive market. Interest
income on consumer loans declined as a result of lower
average volumes and margins. Deposit income continued
to be impacted by ongoing margin pressure in the low
interest rate environment.

Net fee and commission income increased by EUR 27 million G
to EUR 365 million (2017: EUR 338 million), mainly dus L= o
to the increase in payment package fees in 2018. .
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Dther operating income came out lower at EUR 31 million
(2017: EUR 1B0 million) as the figure for 2017 included
a book gain of EUR 114 million following the sale

of the remaining equity stake in Visa inc.

Personnel expenses decreased by EUR 31 million in 2018
to EUR 442 million (2017: EUR 473 million). This was mainly
due to lower restructuring costs in 2018 (EUR & million
versus EUR 24 million in 2017) and declining FTE levels.
The decrease in the latter was partly offset, however,

by the new Collective Labour Agreement, which resulted
in salary increases of 2% and a one-off payment of

EUR 1,000 per employee. The decrease in the number

of FTE by 615 to 4,445 as at 31 December 2018 as a
result of digitalisation and cost-saving programmes is also
reflected in a further reduction in the number of branches.

Dther expenses increased by EUR 20 million to
EUR 1,586 million (2017: £UR 1,566 million), mainly due

Othet indicators

to the provision of EUR 30 million recorded in ICS for
additional costs to accelerate customer due diligence
(CDD) remediation programmes and to higher regulatory
levies (EUR 169 millicn, compared with EUR 155 million
in 20%17). See note 28 Provisions of the Consolidated
Annual Financial Statements for further information.

The increase was partly offset by lower cost allocations
from Group Functions.

The operating result decreased by 11%. The cost/income ratio
increased 1o 57.7% in 2018 (2017: 54.8%), mainly due to
lower income.

Impairment charges amounted to a release of EUR 12 million,
compared with a release of EUR 101 million in 2017,

The impairment charges in 2017 benefited both from
favourable model updates and from additional BN}
releases of EUR 60 million.

Cost/income ratio

Cost of risk (in bps)'

2018 2017
577% 54 8%
-1 -6

' Annualised impairment charges on loans and advances customers fos the period divided by the average loans and advances customers {excluding at fair value through P&L}
on the basis of gross careying amount and excluding the fair value adjustments from hedge accounting

31 Becember 2018

31 December 2017

Loan-to-Deposit ratio
Loans and advances customers {in billions)
- of which Client Joans (in billions)

Due to customers (in billions)
Risk-weighted assets {in hillions)

FIE

Totat Client Assets

- of wiich Cash

- of which Securities

154.5 166.3
154.8 156.7
92.5 94.3
276 275
4,445 5,060
102.5 106.4
835 943

10.1 12.1

Loans and advances — customers decreased 1o
EUR 154.5 billion (2017: EUR 156.3 billion). This was driven
by lower residential mertgage and consumer portfolios.

Total client assets decreased to EUR 103.5 billion

(2017: EUR 106 .4 billion). This was due 1o lower securities,
primarily driven by internal transfers of clients to

Private Banking.
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ommercial

Janking

Business description

Commercial Banking is an established business partner
of the Dutch SME and corporate sector, with a selective
asset-based finance presence in the United Kingdom,
Germany, Belgium and France. We serve approximately

Commercial Banking aims to innovate and to create

new partnerships. One example of such initiatives is

the strategic partnership that ABN AMRO has agreed
with Opportunity Network, an online cross-porder
platform providing entrepreneurs with insight into reaklife

365,000 clients' with annual turnovers of up to

EUR 250 million across a wide variety of sectors.
Commercial Banking offers a broad range of products and
services based on in-depth client and sector knowledge.

opportunities for growth, acquisitions, expansion, sales
and so on. An example of our fee-based initiatives is
Tikkie, an app for payment requests. Commaercial Banking
has also been expanding the opportunities for business
applicaticns, including among the municipalities, universities
and other organisations that are already using Tikkie.

in 2018, our Net Promoter Score increased 1o -2 (2017: -6).

Business developments

intreduction

The Commercial Banking team has continued its

journey of meeting changing client needs. Our strategy

is guided by client intimacy where it matters and efficiency
everywhere else. With our sector focus we aim to be

a valuable strategic partner for our clients, resulting in
strong and personal client refationships. We offer our
clients a wide range of innovative digital services to

meet their basic needs.

Hutiding a futurs-proof bank

Commercial Banking has further improved its operational
efficiency by developing simple solutions and optimising
processes and documentation. SME prospects whose
current account overdraft requirement is less than

EUR 125,000 can now, for example, check whether

they are eligible for a loan without having to become an
ABN AMRO client first. Technological developments such
as blockchain can create opportunities for us to improve
our existing client propositions and develop new business
offerings. This is illustrated by the pilot we have launched
with the Port of Rotterdam and Samsung SDS, Samsung's
logistics and [T division. The pilot aims to use blockchain
technology to build a platform for efficient and paperiess
administration processes for international finance and
logistics relating to container transport. The platform should
make it just as easy to transpon, track and finance goods
and services as it is to order a book online. ABN AMRO's
wholly ownad subsidiary New10 showed potential in
2018. New10 provides Dutch SMEs with loans ranging
between EUR 20,000 and EUR 1 million. With around 500
clients (approximately 60% of whom are not clients of
ABN AMRO), and a Net Promoter Score of more than 50,
New10 has proved that the digital model works for SMEs.
Our employse engagement score for 2018 came out at
77%, which is in line with 2017.

Supporting our clients” ransition to sustainability

We want to accelerate the sustainability shift of our
clients. We do this through new business propositions
and by leveraging on partners on topics such as energy
transition and circular transition. in 2018, we recpened
ABN AMRO Groenbank, a wholly owned subsidiary of
ABN AMRO that provides financing for sustainable
projects based on the Green Scheme established by
the Netherlands Enterprise Agency (RVO). In addition,
ABN AMRO now offers real estate owners & fast and
convenient way to check how their buildings measure
up to the requirements of the sustainability label
BREEAM-NL In-Use. BREEAM is an international
standard for assessing, improving and certifying the
sustainability performance of buildings. This quick scan,
developed in cooperation with CFP Green Buildings
and the Dutch Green Building Council, has been added
to ABN AMRO’s sustainable investment tools. Lastly,
as one of the founding partners of Social Finance NL,

a start-up issuing social impact bonds on the Dutch
financial market, ABN AMRO provides access to

Financial review
Finanuial highlights

finance for social entrepreneurs. & Net interest income supported by strong growth
of 4% in client lending and improved margins.
Heinventing the customer experisnce s Higher operating expenses due to & provision of

We aim to provide services and products that improve EUR B85 million for additional costs to accelerate

our clients’ businesses. We use the drivers of our CDD remediation programmaes.

Net Promoter Score and continually engage with our ~ Elevated impairment charges reflect additions in

clients so that we can better understand their wishes industrial goods and services, Healthcare and Shipping,
and challanges and can support them wheare needed. with the remainder spread across various sectors.

As well as improving our current processes and offerings,

' in January 2018, a group of approximately 300,000 smali business clients were transferred from Retail to Commercial Banking.
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Operating resulls

{in millions} 2018 20%7 Change
Net interest income 1,602 1,628 -2%
Net fee and commission income 258 270 -4%
Other operating income 28 53 -38%
Operating income 1,899 1,981 3%
Personnel expenses 335 328 2%
Other expenses 711 664 7%
Operating expenses 1,046 91 5%
Operating result 853 958 ~12%
Impairment charges on financial instruments 283 -179

Bperating profitfloss) before taxation 600 1,148 -48%
Income tax expense 153 288 -47%

Commercial Banking's net profit was down 48% due
to higher impairments and costs.

Net interest income decreased by EUR 26 million to
EUR 1,602 million (2017: EUR 1,628 million) as the
figure for 2017 included a favourable incidental related
to a release of EUR 37 million for unearned interest.
Excluding this item, net interest income rose on the back
of continued growth in client lending across all sectors
and improved margins. This increase was partly offset
by the combined impact of the model update for NMD
and the reallocation of net interest income from Group
Functions, which negatively impacted on net interast
income in 2018 by approximately EUR 40 million.

Dther operating income in 2018 totalled EUR 39 million
(2017: EUR 63 million) as the figure for 2017 benefited
from more favourable revaluation results.

Personnel expenses increased by EUR 7 million in 2018 10
EUR 335 million (2017: £UR 328 million). The increase was
driven by the higher restructuring provision in 2018 of
EUR 31 million (2017: EUR 12 million), the one-off payment

{ther indicators

Cost/income ratio
Cost of risk {in bps)'

under the Collective Labour Agreement and salary increases,
but was largely offset by the decline in FTE numbers
resulting from well-executed cost-saving programmes.

Other expenses increased by EUR 47 million to

EUR 711 million (2017: EUR 664 million), largely due

1o a provision of EUR 55 million for additional costs to
accelerate CDD remediation programmes (see note 29
Provisions of the Annual Financial Statements for further
information) and to higher regulatory levies (EUR 48 million
versus EUR 40 million in 2017). The increase was partly
offset by lower cost allocations from Group Functions.

The operating result decreased by 12%, while the G/l ratio
increased 1o 55.1%.

Impairments amounted to a charge of EUR 253 million,
compared with a net release of EUR 179 million in 2017,
mainly reflecting impairment charges in industrial goods
and services, healthcare and shipping. The remainder
was spread across various sectors. The release in 2017
was largely atiributable to model refinements and
updates, compared with limited releases in 2018.

2018
55.1% 50.6%
60 -44

' Annualised impairment charges on loans and advances customers for the period divided by the average loans and advances customers {excluding at fair value through P&L} on the basis of

gross cartying amount and excluding the fair value adj from hedge accounting

Loan-to-Deposit ratio
Loans and advances customers (in billions)
- of which Client loans (in bilfions}

Due to customers {in hillions)
Risk-weighted assets (in billions)

FTE

31 Becember 2018 31D

2017

92% 91%
41.6 40.1
42.3 405
45.0 443
273 249

2,734 2,905

Total client loans increased to EUR 42.3 billion (2017:
EUR 40.5 pillion) on the back of the cross-sector strength
of the Dutch economy.
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rivate Banking

Business description

We are a leading private bank in Northwest Europe in
terms of client assets, with dedicated professionals who
have in-depth knowledge of their clients. This strength
allows us to continually adapt to changing client needs and
market developments, and to thoroughly understand the
financial situation of our clients. We offer clients multi-
channel wealth management services that enable them

to use our services whenever and wharever it suits them.

We are an enterprising private bank aiming to have an
impact on society. We support and engage our clients by
offering forward-looking, expert advice enabling them to
manage their overall wealth in a risk-controlled manner
and taking both life and business events into account.

Private Banking targets high net worth individuals with
more than EUR 500,000 in investable assets in the
Netherlands or more than EUR 1 million outside the
Netherlands, and ultra-high net worth individuals with
more than EUR 25 million in investable assets.

Business developments

introductien

In line with our ambiticn to continue to be a leading
Northwest European private bank, we took further steps
during the year to build our Cne Private Bank, including
investing in and further integrating our activities across
our core markets to achieve benefits of scale. Given that
the wealth management market is changing rapidly and
consolidating, scale is increasingly important if we are
to invest in the stafl and systems needed to optimise
the services we provide 1o our clients. As we saw no
opportunities to achieve the scale required in Luxembourg
to optimally serve our clients we concluded that it would
be in their best interests to transfer our Luxembourg-
based wealth management and insurance activities to
BGL BNP Paripas.

In July, we announced plans to acquire Société Générale's
private banking subsidiary in Belgium. This acquisition fits
in perfectly with our strategy of consolidating our private
banking position in Northwest Europe. it will enable us

to serve our clients better and continue expanding our
Belgian activities. The acquisition was completed on

28 February 2019.

Supporting cwr clisnts” Wransition to sustainability

To live up to our promise of 'Banking for better, for
generations to come’ and to accelerate the sustainability
shift, we are taking responsibility for the impact that

our products and services have on society by offering
sustainable investment services. We choose our in-house
managed sustainable products and solutions by using

a combination of positive ESG (environmental, social

and governance) selection criteria. We actively engage
with companies that do not meet our criteria, while also
monitoring and seeking 1o improve their progress on
engagement objectives and evaluating their results.

if a company does not meet the objectives that have
been set, we may decide 10 end the relationship.

Our ambition is to achieve EUR 16 billion of sustainable
assets by 2020. By the end of 2018 we had achieved
EUR 13.9 billion in suppoert of this transition. We are

also intreducing internal key performance indicators (KPis)
to monitor progress. We have designed an education
programme on sustainability, with over 500 people
participating in our online e-learning seminars on ESG and
sustainable investment. We have also signed an academic
partnership with Oxford University on sustainable
investment and asset management, and sponsor social
entrepreneurship chairs at the Erasmus University
Rotterdam and the University of Utrecht.

in the course of 2018, we started 1o offer the sustainable
investment option as the default option for new clients in
the Netherlands. The majority of new Discretionary
Portfolio Management (DPM) clients in the Netherlands
now chooses the sustainable investment option.

Reinventing the customsy experience

Our strategy includes the ambiticn to offer our clients
open architecture solutions. ABN AMRQ investment
Solutions (AALS) has accordingly completed the sale
of its direct investment business and can now focus on
offering a "pure’ open architecture and creating further
opportunities for growth across the private bank.

Throughout the year we continuad working to daliver
products and services that fit our clients’ needs. In July,
we launched our customised advice service, which
provides ideas for strategic, tactical, thematic and
sustainable investments to experienced and committed
clients with assets under management of at least

EUR 2.5 million. in the Netherlands we introduced an
investment theme app in the second quarter of the year,
aimed at execution only clients. The themes covered in
this app include sustainable energy, sustainable investing,
connected world, healthcare technology, biotechnology,
emerging markets and water. To address the appetite for
alternative investments in portfolios, we launched our
Carlyle private equity product for clients in Germany,
France and the Netherlands. During the year we hosted
many events to update clients on developments in the
market. In Berlin, for example, we hosted a client event
for large investors interested in meeting start-ups and
incubators, while in the Netherlands we introduced video
banking so that we can have live discussions with clients
whenever and wherever they want.
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Our efforts to deliver products and services fitting our
clients’ needs are being recognised in the market, as
exemplified by various awards, such as the WealthBriefing
Award for the best domestic clients team among private
banks in Eurcpe. Nevertheless, our Net Promoter

Score went down 1o -1, which underpins the need to
continuously focus on clients’ demands and needs.

Buitding a fubwe-presf bank

In 2017 we initiated organisation-wide functional management
in order to harmonise platforms, processes and product offer
ings across focations, 1o accelerate the introduction of digital
solutions, and to leverage knowledge and activities across
geographies. We have now completed the reorganisation

in the Netherlands and are making good progress in France
and Germany. While change naturally impacts on staff, we
have found that our strategy to harmonise, digitalise and grow
is resonating well with our employees. As a result, the annual

Operating resuits

{in millions}

employee engagement score increased from 72% (2017)
to 75% (2018} across Private Banking, with client focus

and sustainability being seen as key strengths. The strategic
direction chosen by the bank to accelerate the sustainability
shift is also fully endorsed by Private Banking staff.

Financial review

Financial highlights

~ Excluding PB Asia results, net interest income rose
by 12% on the back of margin improvements, whereas
net fee and commission income decreased by 9%
owing to less favourable market sentiment.

& Personnel expenses decreased owing to the FTE
reductions resulting from the PB Asia and Private
Banking Luxembourg divestments and restructuring
programmes.

& Client assets decreased owing to a negative market
performance and some custody outflows.

2018 2017

Change

Net interest income 719 659 9%
Net fee and commission income 809 573 1%
Other operating income m 307 -64%
Operating income 1,340 1,540 -13%
Persannel expenses 390 472 -17%
Other expenses 529 624 -14%
(perating expenses 929 1,085 ~15%
Operating result 411 444 7%
Impairment charges on financial instruments 3 6

Dperating profit/loss) before taxation 408 450 8%
Income tax expense 98 64 48%

Private Banking's profit for 2018 amounted to

EUR 312 million (2017: EUR 386 million). Excluding
PB Asia results, profit increased by EUR 100 mitlion
because of higher income resuling from favourable
incidentals (sale proceeds and provision releases from
divestments) and lower costs.

Net interest income rose by EUR 60 million to

EUR 719 million (2017: EUR 659 million). Excluding
the contribution of PB Asia, net interest income rose
by £UR 79 million. This increase was mainly due to
margin improvements, which were partly offset by
the combined impact of the NMD model update and
the realtocation of the net interest income with Group
Functions that negatively impacted on net interest
incomea by EUR 20 millien. Net interest income in 2017
was negatively impacted by the Euribor provision of
EUR 10 million.

Net fee and comeission income declined by EUR 64 million
to EUR B0 million (2017: EUR 573 million). Excluding the
contribution of PB Asia, net fee and commission income
decreased by EUR 49 million. Due 1o the volatility in the
financial markets, Private Banking clients were less active
in securities transactions, while more clients also opted
for execution only instead of managed portfolios. in
addition, the raised client threshold for advisory services
resulted in lower advisory volumes.

Other operating income decreased by EUR 198 million to
EUR 111 million (2017: EUR 307 million). Excluding the
sale proceeds of EUR 263 million (ftax exempt) from the
PB Asia divestments in 2017, other operating income in
2018 rose by EUR 68 million. This was mainly the result
of positive incidentals of EUR 60 million relating to the
sale proceeds and provision releases from divestments
{the sale of Private Banking Luxembourg and asset
managemeant activities in France).

27
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Personnel expenses decreased by EUR 82 million to

EUR 390 million (2017: EUR 472 million). Excluding the
results of PB Asia in 2017, personnel expenses decreased
as a result of substantial FTE reductions, which were
partly offset by salary increases. FTE numbers decreased
by 445 compared with 2017, primarily due to the progress
made in the restructuring programmes and the divestment
of PB Luxembourg.

Other expenses amounted to EUR 539 million, compared
with EUR 624 million in 2017. Excluding the resuits of

PB Asia in 2017, other expenses decreased because of the
goodwill impairment of EUR 36 million included in 2017.

Othet indicators

The operating result decreased by 7% yearon-year,
while the costfincome ratio improved slightly to 69.3%
(2017: 71.1%).

Impairment charges totalled EUR 3 million, compared with
a release of LUR 6 million in 2017. This was driven by
limited releases in 2018 and additions in the Netherlands.

Due to customers increased to EUR 66.2 billion
(2017: EUR 65.0 billion), mainly in the Netherlands.

31 Becember 2018

31 December 2017

Loan-to-Deposit ratio 19% 18%
Loans and advances customers {in billions) 125 12.2
- of which Client Joans (in billions) 12.6 12.4
Due to customers (in billions) 66.2 55.0
Risk-weighted assets {in hillions) 9.8 9.4
FIE 2,795 3,240

2018 2017
Cost/income ratio 69.3% 71.1%
Cost of risk {in bps) 2 5
Gross margin on client assets {in bps) 68 77

gross cartying amount and excluding the fair value adj from hedge accounting

Glient assets

Opening balance Client Assets
Net new assets

Markst performance
Divestments/acquisitions

H10% A g
Breakdown by type

Cash

Securities

- of which Custody
Breakdown by geography
The Netherlands

Rest of Europe

Annualised impairment charges on loans and advances customers fos the period divided by the average loans and advances customers {excluding at fair value through P&L} on the basis of

200.6 204.9
1.8 5.7
-11.8 6.8
-9.0 -16.7

66.2 672
115.4 1334
20.9 36.7
B58% 55%
42% 45%

Client assets amounted to EUR 181.7 billion at

31 December 2018 (2017: EUR 200.6 billion). The decling
was mainly driven by the negative market performance
and the Private Banking Luxembourg divestment.

Net new assets totalled EUR 1.8 billion, mainly driven
by the internal transfer of clients from Retail Banking.
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Business description

Corporate & institutional Banking (CIB) has a client base
totalling more than 3,000, We have a strong market
position in the Netherlands, serving clients with revenues
in excess of EUR 250 million. We are leveraging the Dutch
franchise in four selected Northwest European countries
(France, Germany, United Kingdom and Belgium), where
we serve clients in a variety of sectors. Globally we focus
on three selected sectors and are present in 14 countries
or jurisdictions. CIB is sectorled and offers a wide range
of services and products in global markets and lending.
We have specialised activities in Clearing and Trade &
Commodity Finance.

Business developments

intreduction

in August 2018, CIB updated its strategic direction and

set a financial target of delivering >10% Rok in 2021,

The updated strategic direction has three main drivers.

These are to:

» Reduce capital usage by EUR B billion RWA by 2020,
among loweryielding and cyclical clients, as well as
in financing structures that are sensitive to higher
capital floors under Basel V.

» Save EUR 80 million in costs through FTE reductions
and {T rationalisation.

& Transform into a capital-efficient business model
by centralising lending and coverage activities,
implementing central portfolic management, and
increasing our focus on distribution and on clients with
multiple product needs.

The strategic redirection of CiB is in line with the three
bank-wide strategic pillars of supporting our clients’
transition to sustainability, reinvanting the customer
experience and building a future-proof bank.

Dutch banks ~ including ABN AMRO - have agreed

to compensate small business clients who were sold
interest rate derivatives in recent years, possibly
without sufficient advice. Payments follow an agreement
between the banks, the Netherlands Authority for the
Financial Markets and the government. ABN AMRO is
reassessing approximately 7,500 client files. Currently,
we're finalising offers to the last few hundred clients
entitled to compensation under the agreement. Our aim
is to daliver offer letters to all eligible clients by the end
of the first quarter 2019. At present, we don’t expect
any adjustment to the provision we took in recent years
to cover compensation to clients.

! Basel Il RWAs and a CET1 target of 13.5%.

nstitutional

Supporting our clients” transition to sustainabiiity

We aim to create long-term value for and with our clients
and other stakeholders. We want to contribute 1o the
transition towards a sustainable economy that is Green
House Gas (GHG) emission-neutral and respectful of
human rights, and that protects cur planet’s life, land

and water. We want to play a leading role in the transition
to a more sustainable world and help our customers in
their transition 1o more sustainable business models.

Our firm belief in 'Banking for better is reflected in the
many initiatives we started in 2018, examples of which
include:

& The launch of the Energy Transition Fund in May;

a EUR 200 million fund focusing on opportunities in
sustainable energy, energy efficiency/carbon reduction,
smart infrastructures and clean mobility.

&~ Our seven sustainable sector plans with clear
chjectives for the years to come.

& The issue in April, of our third green bond. The green
assets underlying this bond are mortgage loans for
energy-efficient homes and financing for offshore
windfarm projects.

& The launching by ABN AMRO, ING and Rabobank of
joint circutar economy finance guidelines designed
to provide better insight inte financial backing for
the circular economy and help drive such financing.

& Being one of the leading banks developing responsible
ship recycling standards through our partnership in the
Sustainable Shipping Initiative.

Beinventing the customer exparisncs

CiB’s business model is built on sustainable relationships
with multi-product clients. We use the drivers of our

Net Promoter Score, and we continually engage with

our clients in order to better understand their wishes
and challenges and to support them where needed.

Qur Net Promoter Score in 2018 was 45 (2017: 32).

Technological developments such as blockchain are
creating opportunities for us to improve our existing client
propositions and to develop new business offerings.

in 2018, for example, we and 14 of the world’s targest
financing, trading and production institutions faunched
komgo SA. This venture digitalises trade and commodities
finance processes through a blockchain-based open
platform and will transform the way these operations

are processed.
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Building & futwre-prosf bank

CiB has started transforming its business model in order
to drive capital efficiency under Basel IV. This means all
coverage and lending activities are being centralised to
focus more on multi-preduct clients and improve cross-
selling and lending efficiency. We will also centralise
portfelic management to maximise capital efficiency
through disciplined capital allocation, and centralise all
distribution activities to focus on higher capital velocity
by increasing fee income through distribution.

Together with our IT department, we will work on optimising
our systems to further improve operational efficiencies and
save costs. Operational efficiencies will be achieved through
the organisational optimisation of our Global Markets
department and through other measures, including the
phased closure of our UAE office and Moscow office.

Operating resuits

{invmilfions}

ot interest income

We want to stimulate the persconal development of our
employees so that, together, we can achieve our strategic
objectives and contribute 1o our purpose through an
optimal employee experience. Our employee engagement
score came out at 78%, which is in line with 2017.

Financial review

Financial highlights

& Net interest income rose 20%, mainly on the back
of growth in client lending and the favourable impact
of new deals.

& Other operating income benefited from favourable
Equity Participations results, partly offset by lower
CVA/DVAFVA.

> Operating expenses decreased as a result of lower
provisions for SME derivatives-related issues, partly
offset by higher restructuring provisions following
the CIB refocus.

& Elevated impairment charges in 2018.

Change

2017

Net fee and commission income 527 538 -2%
Other operating income 423 317 34%
Operating income 2,116 1.830 16%
Personnel expenses 480 442 9%
Other expenses 708 827 -14%
Operating expenses 1,189 1289 -8%
Gperating result 927 561 65%
Impairment charges on financial instruments 427 219 95%
Qperating prefit/{inss) before taxation 501 342 46%
Income tax expense 75 121

Corporate & institutional Banking's net profit increased
by £EUR 205 million. The increase was driven by income
growth and cost reductions, partly offset by elevated
impairments.

Net interest income increased by EUR 191 million to

EUR 1,166 million (2017: EUR 875 million) owing to

the favourable impact of new deals and on the back

of increased client lending, although growth slowed
throughout 2018 as a result of the strategy refocus.
Deposit income was also higher as margins improved
modestly, offsetting lower deposit volumes. As well

as higher results in Global Markets and Clearing, the
increase included a positive amount of approximately
EUR 40 million representing the combined impact of the
updating of the model used for NMD and the reallocation
of net interest income from Group Functions.

Net fee and comemission income decreased by EUR 11 million
to EUR B27 million (2017: EUR 538 million). The decrease
was mainly in Global Markets, which is volatite by nature,
and was partly offset by higher fees in Clearing as a result
of greater market volatility.

Other operating income came out at EUR 423 million (2017:
EUR 317 million). The increase was mainly attributable to
favourable Equity Participations results (EUR 274 million
versus EUR 114 million in 2017) and more favourable
revaluations in Clearing, and was partly offset by adverse
CVA/DVA/FVA results (EUR 2 million negative versus
EUR 75 million in 2017).

Personnel expenses amounted to EUR 480 million (2017:
EUR 442 million). The increase was driven by restructuring
provisions in 2018, mainly relating to the previously
announced strategy refocus and, to a lesser extent,

o salary rises.
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Dther expenses decreased by EUR 118 million to

EUR 708 million (2017: EUR 827 million), mainly due
to lower provisions for project costs relating to SME
derivatives-related issues (EUR 41 millicn versus
EUR 139 million in 2017) and higher regulatory levies
(EUR 86 million versus EUR 76 million in 2017).

The decrease was partly offset by lower cost
allocations from Group Functions.

Other indicators

Impairment charges amounted to EUR 427 million
(2017: EUR 219 million). The higher impairments were
mostly taken on existing impaired loans and primarily
in energy (mainly offshere), diamonds, shipping

and commodities.

Income tax expense decreased to EUR 75 million

(2017: EUR 121 million) as the figure for 2017 included
an impairment of deferred tax assets following a tax
reform in the United States.

Cost/income ratio

Cost of risk lin bps)'

2018 2017
56.2% 59.3%
70 38

Annualised impairment charges on loans and advances customers for the period divided by the average loans and advances customers {exciuding at fair value through P&L} on the basis of
gross cartying amount and excluding the fair value adjustments from hedge accounting

Loan-to-Depasit ratio

Loans and advances customers (in billions)
- of which Client loans (in bilfions}

Due to customers {in hillions)
Risk-weighted assets (in billions)

FIE

183% 173%
56.8 597
42.6 389
28.0 0.3
B0 377

2,528 2,542

Total client loans increased to EUR 42.6 billion

(2017: EUR 38.9 billion). Excluding the USD FX
appreciation impact of EUR 1.2 billion, client lcans
increased by EUR 2.5 billion. The increase was mamly
in Corporates NL and Natural Resources and was partly
offset by a decrease in Trade and Commodity Finance,
including diamonds. The rate of growth slowed in 2018
as a result of the CiB refocus, which is expected to
gradually impact volumes throughout 2020.

Due to customers decreased to EUR 28.0 billion
(2017; EUR 30.3 billion). The decrease was mainly
reflected in corporates in the Netherlands and
Financial institutions.

31
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Business description

Group Functions is organised into the following main
departments: Innovation & Technology, Finance, Risk
Management, Legal and Compliance, HR, Transformation
& Communications, Group Audit, Strategy & Sustainability
and the Corporate Office. The majority of Group
Functions' costs are allocated to the businesses.

fnnovation & Technology

Innovation & Technology supports the Group by facilitating
innovation, managing Group programs, and providing
services in the areas of IT information security, data,
back-office processing, facilities management and
procurement, both in the Netherlands and internationally.

Finance

Finance helps keep the Group on track to achieve the
goals defined in its long-term strategy. it is the primary
supplier of management and reporting information to the
Group's internal and external stakeholders, and plays an
independent role in delivering management information
and challenging business decisions. Finance provides

a strong financial control environment and ensures
compliance with accounting standards and requirements
set by the regulatory authorities. It consists of the
following main departments: Financial Accounting,
Controlling, Investor Relations, ALM, Treasury and Tax.

Zisk Management, Legal and Compliancs

A strong, sustainable bank is reliant on sound risk
management. Risk management secures a sound risk/
reward ratio by maintaining a bank-wide, moderate risk
profile as part of our long-term strateqy. This risk profile is
managed on the basis of an integrated risk management
framework, in which all risk types, cross-risk types and
overarching risks are identified in order to provide a single,
integrated view of the risk profile of the bank and its
various businesses. Risk Managamaent takes careful
account of this integrated risk profile and seeks to balance
actions so as to ensure the moderate risk profile is
maintained. The main risk types are credit, market,
liquidity, business and operational (non-financial) risks.
Underlying these main risk types are various sub-risk
types. Risk appsetite statements are sat both for the

main and the sub-risk types. The Risk, funding & capital
management section of this report elaborates on the
bank's risk profile, risk taxonomy and risk appetite.

HR, Transformation & Communications

The primary responsibility of HR, Transformation and
Communications is to help the Group’s businesses
put clients centre stage by managing human resources
and the bank’s corporate identity and reputation. HR,
Transformation and Cecmmunications aims to prevent
reputational damage and to manage and improve the
Group’s reputation, brand name and brand value within
and outside the Netherlands in a consistent manner
and to position the Group as a trustworthy and
sustainable organisation. As part of this process,

ABN AMRO Foundation runs social projects and
coordinates activities that promote social engagement.

Group Andit, Strstegy & Sustainability and

Corporats Difics

Group Audit provides independent oversight and control,
on behalf of senior and executive management, of the
core processes, policies and procedures that are designed
to ensure that the Group complies with both the letter
and spirit of general and industry-specific legislation and
regulations. In this way, it helps to protect the Group's
reputation. Strategy & Sustainability provides advice on
strategy and the implementation of various strategic
initiatives and activities, including acquisitions and
divestments, and strategic programmes for the Group
and its stakeholders. Additionally it formulates the Group’s
overall sustainability strategies and ensures that sustainable
banking is embedded in the Group’s business practices.
The Corporate Office is also part of Group Functions.

Financial review

Financial highlights

& Operating income decreased by 8%, mainly due
1o lower hedge accounting results and partly offset
by positive revaluations and incidentals.

& Expenses directly incurred by Group Functions
decreased as a result of lower restructuring provisions
and the benefits of cost-saving programmes.
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Operating resulls

{invmilfions}

2018 2017

Change

Net interest income -6 -38 58%
Net fee and commission income 40 28 42%
Other operating income 196 248 -21%
Operating income 220 238 8%
Personnel expenses 794 876 9%
Other expenses -635 -689 8%
Operating expenses 160 187 ~14%
perating result B0 51 17%
Impairment charges on financial instruments -16 4

Giperating profit/{loss) before taxation 76 43 50%
Income tax expense 64 52 22%

Net grofit rose by EUR 17 million owing to lower costs,
which were partly offset by lower revenues.

Net interest income amounted to EUR 16 million negative

(2017: EUR 38 million negative). The figure for 2018

includes a provision release relating to securities financing
activities discontinued in 2009 (EUR 35 million). If adjusted
for this, the decrease was mainly attributable to a decline

in duration-related interest results, partly offset by the

positive impact of approximately EUR 80 million resulting

from the updating of the model used for non-maturing

deposits and the reallocation of nat interest income to the
business segment, as well as higher mortgage penalty fees.

Net fee and commission income increased by EUR 12 million
to EUR 40 million (2017: EUR 28 million), partly due to the
increase in net fee and commission income from Stater

[mortgage service provider).

Other operating income decreased to EUR 196 million

(2017: EUR 248 million). This was due to less favourable

hedge accounting-related income, inciuding the partial

Other indicators

Securities financing — assets (in bilfions)

Loans and advances customers (in billions)
Securities financing — liabilities {in billions)
Due to customers {in hilions)
Risk-weighted assets (in billions)

FTE

sale of the public sector loan portfolio (EUR 79 million
versus EUR 181 million in 2017), and to the lower
provision release for securities financing activities
discontinued in 2009, and was partly offset by the
revaluation of equensWorldline (EUR 69 million).

Personnel expenses decreased by EUR 82 million 1o

EUR 794 million (2017: EUR 876 mitlion), partly as a result
of lower restructuring provisions in 2018 (EUR 58 million
versus EUR 112 million in 2017). if adjusted for these
restructuring provisions, personnel expenses decreased
on the back of the lower average number of FTE in 2018,
partly offset by salary increases and the one-off payment
of EUR 1,000 per employee that was provided for in the
Collective Labour Agreement.

Other expenses amounted to EUR 635 million negative
(2017: EUR 689 million negative). This was due to lower
costs being allocated to commercial business lines and
was partly offset by lower expenses as the figure for 2017
included a EUR 17 million impairment charge related to
the ATM network.

S adtoigAnD R d)

31 December 2018 31 December 2017

71 13.0
5.5 56
6.9 108
2.5 29
5.6 65
6,228 6,206
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Pursuant to section 5:25¢ sub 2 part ¢ of the Dutch
Financial Supervision Act, the members of the
Executive Board state that to the best of their knowledge:
» the Annual Financial Statements give a true and
fair view of the assets, liabilities, financial position
and profit or loss of ABN AMRO Group N.V. and the
companies inctuded in the consolidation;
» the Annual Report gives a true and fair view of
the state of affairs on the balance sheet date and
the course of business during the 2018 financiat
year of ABN AMRO Group N.V. and of its affiliated
companies, of which data is included in its Annual
Financial Statements;
» the Annual Report describes the material risks with
which ABN AMRO Group N.V. is faced.

Amsterdam, 12 March 2019

Exscutive Board

Kees van Dijkhuizen, Chief Executive Officer and Chairman
Clifford Abrahams, Chief Financial Officer and Vice-Chairman
Tanja Cuppen, Chief Risk Officer

Christian Bornfeld, Chief Innovation & Technology Officer

dpeey
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Hisk, funding & capital management

This chapter sets out the Group's approach to risk, funding
and capital management by describing strategy, policies,
governance and measurement approaches.

Bisk, funding & capital review

Portfolio composition and movements are described in
the Risk, funding & capital review section. This section
also describes developments in the Group's main types
of risk and regulatory capital.

Sdditional visk, funding & capital disclosures
This chapter provides additional disclosures required
under current regulations.

Regulatory requirements 7
The Risk, funding & capital section presents the
disclosures required under the Dutch Financial Supervision
Act (Wet op financieel toezicht — Wit), the EU Capital
Requirements Regulation (CRR), Title 9 Book 2 of the
Dutch Civil Code, and EU IFRS. ABN AMRO alsc embraces
the Enhanced Disclosure Task Force (EDTF) principles

and recommendations.

Pittar 3 discloswrss |
The objective of Pillar 3 dlsclosures is to inform ABN AMRO's
current and potential investors on how the organisation
manages risk and capital adequacy. Pillar 3 disclosures

are part of the Basel framework, which is based on

the three-pillar concept. Pillar 1 details the minimum
capital requirements, Piltar 2 relates to the internal capital
adequacy measurement and the supervisory review,

and Pillar 3 relates to disclosures on capitat and risk

to encourage market discipline.

The Pillar 3 disclosures are prepared in accordance with
the Capital Requirements Regulation (CRR) and the EBA
guidelines. ABN AMRO has incorporated the qualitative
Pillar 3 disclosures into this Annual Report, along with
accompanying |nvestor Relations/Financial disclosures.
The guantitative Pillar 3 disclosures are published in a
separate document on the website of ABN AMRO Group NV

§'—¢§”sk ’fu w‘%ié@a‘:‘ & capital report. As this
on
an (:ﬁifmz'@i'i{,,g s i scope and conso

FU IFRS

as well as

iration.

Seoriding o

FU IFRS (IO

Some disclosures in the Risk, funding & capital section
are an integral part of the Annual Financial Statements and
contain audited information. The audited parts concern risk
disclosures of financial instruments (IFRS 7) and capital
disclosures (IAS 1). Audited informaticn in these sections
is labelled as 'audited’ in the respective headings.

Enhanced Bisciosure Task Foree {(EDTF)

ABN AMRO has implemented most of the 32
recommendations made by the Enhanced Disclosure Task
Force. These disclosures are labelled 'EDTF' in the
respective headings.

Risk exposure measurement and scope differences

Risk measures vary according to the purpose for which
exposure is calculated: EU IFRS or the determination of
regulatory or economic capial (CRD IW/CRR). EU IFRS is
mainly used to measure the bank’s financial results and
position. Regulatory and economic capital are more suitable
for certain risk measurement purpoeses because EU IFRS
classifies the financial position by class of product, whereas
the objective of regulatory reporting is to take a risk-sensitive
view on the bank's portfolio and to ensure that sufficient
capital buffers for unexpected losses and sufficient liquidity
buffers are maintained. In addition, the financial positicn
according to EU IFRS provides a liguidity view instead

of a credit view.

EU IFRS reporting scope (F0V

The consolidation scope of ABN AMRO is determined in
accordance with IFRS 10 Consolidated Financial Statements
and IFRS 11 Joint arrangements. More information can be
found in the Annuat Financial Statements.

Begulatory reporting scope
The scope of conscelidation for the purpose of calculating
regulatory and economic capital (based on the CRD [V and
CRR) is generally the same as the consclidation scope under
EU IFRS and includes subsidiaries which are directly or
indirectly controtled by ABN AMRO and active in the banking
and financial sectors. Subsidiaries consolidated under
EUIFRS but active in sectors other than banking and finance
are excluded from the regulatory scope of consolidation.
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jescribed in the Risk, Tunding & capit

isk approach

ABN AMRO is committed to being a well-capitalised

bank with sufficient liguidity that focuses on delivering
sustainable value to its stakeholders. We are committed
to maintaining a sound balance between risk and reward
as well as & bank-wide moderate risk profile as part of our
long-term strategy. Ve thoroughly evaluate the long-term
risk and return implications of our operations on an
ongoing basis.

Risk profile 7
ABN AMRO's risk profile is managed by way of an
integrated risk management framework, which identifies
all types of risk and cross-risk as well as overarching risks
in order to provide a single, integrated view on the risk
profile of the bank and its business lines. By taking an
integrated view of our risk profile, we strive to carefully
balance actions in crder to manage the risk profile within
the moderate risk profile.

The foliowing sections describe the risk taxonomy, risk

appetite, risk culture, risk governance and risk measurement,

all of which are key elements of our moderate risk profile.
For moere information on the balance sheet composition,
please refer 1o the Risk, funding & capital review section.

Risk taxonomy fuwicd T

Our risk taxonomy classifies risks into risk types to

which the bank is, or could be, exposed. It is reviewed
and updated on an annual basis to ensure that all material
risks are identified, defined and taken into account in

the risk governance framework. it creates a common risk
vocabulary, provides a checklist of types of risks for use
in risk assessments, and helps ensure that ali materiat
risks are managed and that roles and responsibilities

are identified.

The main risk types are credit, market, liquidity, business
and operational (non-financial) risk. These main risk types
comprise various sub-risk types. Risk appetite statements
are set for both the main and sub-risk types. Reputationat
risk and financial loss are considered factors that impact
the value of the bank.

st
s
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ABN AMRO's risk taxonomy is summarised
in the following figure:

Bisk taxonomy

Risk appeﬁie Aurdizon 1 Piliar A 12 COTF 2 1 EDIE T

The risk appetite determines the level and nature of risk
that the bank is willing to take in order to pursue its
strategy.

The bank-wide risk appetite is an integral part of our
corporate strategy. Specific business-line risk appstites
further determine the bank-wide risk appetite. in addition,
risk appetites exist at a country and material entity level.
These risk appetites allow us to manage risk at every
appropriate level within the bank, as shown in the figure
to the right.

Risk appetite framewark
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The risk appetite follows the structure presented above.
The strategic Risk Appetite Statement (strategic RAS)
expresses ABN AMRO's risk strategy of pursuing

a moderate risk profile and cascades into the risk
indicator framework at various levels of the organisation:
bank-wide (BRAS), business line (BLRAS), local (LRAS)
and entity level (ERAS). The strategic RAS is approved
by the Executive Board and Supervisory Board.

Senior management monitors the bank's activities,

based on the risk appetite. The status of adherence to the
risk appetite, and its outlook, are discussed on a monthly
basis in the Executive Board and on a quarterly basis

by the Supervisory Board, based on the Enterprise

Risk Management report. The cascaded risk appetites
(BLRAS, LRAS, ERAS) are monitored based on their
respective reports, and discussed and approved at their
respective levels.

The elements of the strategic RAS ensure a coherent
balance between return and value creation, our business
model, capital and liguidity & funding, taking into account
the conduct, governance and control framework shown in
the figure below. For each element, key qualitative and/or
guantitative statements are set.

Strategic Risk Appetite Statement

The statements in the strategic RAS are cascaded into

an underlying risk indicator framework at bank, business
lines, entity and country levels. This risk indicator framework
consists of statements set for each main and sub-risk type
presented in the risk taxonomy. Each statement consists
of one or more guantitative and/or qualitative indicators,

referred to as key risk indicators (KR1). For every KR,
a limit is set against which the actual risk profile is
monitored. if the limit of a KR! is breached, action is
required to bring our risk profile back within the limit.
To allow for timely action, early warnings are in place
to prevent breaches.

Examples of KRls in our risk appetite include:

» Regulatory and internal capital ratios

& Risk-adjusted return measures

& Concentration limits for single counterparties,
industry sectors and countries

& Economic capital and risk-weighted asset limits

for various risk types

Liquidity ratios (LtD, LCR, NSFR)

Market risk parameters (duration, Nil-at-Risk)

Operational risk parameters (outstanding issues)

Reputational parameters (NPS, employee

engagement score)

v v % %

When setting the statement for each risk type, the
following aspects are considered in view of the corporate
strategy, market standards (such as peer analyses),

the economic environment, regulations, the views of

our stakeholders and the actual risk profile, as welt as
internal insights and risk management tocls. In addition
to incorporating these views, balancing these aspects
provides us with the means to substantiate risk
statements for each risk type.

Risk culture i
The bank has a continuous focus on risk awareness as

an integral part of its bank-wide risk culture. Pursuing

a moderate risk profile is embedded in the risk cuiture

by means of communication and training and is monitored
through performance management.

Employees are expected to be aware of the drivers of our
risk profile and to feel accountable for the risks they take.
Part of the awareness programme is the integrated Risk
Management course, which emphasises the importance
of taking a holistic view of risks. To continually reinforce
bank-wide awareness of non-financial risks, a permanent
education tool and training app are used, while more
specific training is also available for each business line
and for specific roles or functions. Employees are also
expected to adhere to the ABN AMRO culture principles
and te act in accordance with the code of conduct. These
are fundamental to everything we do and describe how
we act as a bank, how we make decisions, and how we
deal with various dilemmas. The code of conduct is
published on our website.

b
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We place a strong emphasis on sound risk control in our
compensation policies. ABN AMRO's remuneration policy
is in line with our risk profile. More details are provided

in the Remuneration paragraph in the Leadership &
governance chapter.

Risk governance
The Risk Governance Charter defines ABN AMRO's Risk
governance and decision framework (delegated authorities
and mandates) for both financial and non-financial risk. The
Risk Governance Charter is in place to support an efficient
and effective Risk Control Management throughout, and
at all levels of, the bank. The Risk Governance charter
supports the Bank in being compliant with the Basel

Theee lines of defence _

Risk ownership Risk contrel

Responsible for Responsible for

= Risk taking and owning the risk ®  Setting frameworks, rules and advice »  Evaluating the design and effectiveness
B Transaction execution ¥ Approval of risk intake of governance, risk management

¥ Acting in accordance with policies ¥ Monitoring, reporting, and risk condrol and control processes, agreeing with

& Effectiveness of risk control » Ensuring 1st line takes risk ownership management on sofutions and

Executive risk comumittess

in the risk decision-making framework, the Executive
Board is supported by three executive risk committees:
the Group Risk Committee, Group Central Credit Committee
and Group Asset & Liability Commitiee, each of which is
jointly chaired by a member of the Executive Board. The
two other executive committees are the Group Regulatory
Committee and the Group Disclosure Commitiee.

The Executive Board is ultimately responsible for a
balanced assessment of the bank’s commercial interests
and the risks to be taken within the boundaries of the risk
appetite. In addition to the risk committees, the Executive
Board itself makes decisions that are of material significance
for the risk profile, capital allocation and liquidity of

ABN AMRO. The terms and conditions of the committees
are specified in the Risk Governance Charter.

Committee of Banking Supervisors (BCBS) guidance
‘Corporate Governance Principles for Banks® and the
‘EBA guidelines on internal Governance’.

The Risk Management organisation operates under the
direct responsibility of the Chief Risk Cfficer, who is a
member of the Executive Board. The Executive Board has
overall responsibility for the risks that ABN AMRO takes.

Three Haoes of defence

The three lines of defence principle provides a clear
division of activities and responsibilities in risk management
at different levels in the bank and at different stages in

the lifecycle of risk exposures. The three lines of defence
principle is summarised in the following figure:

Risk assurance

Responsible for

monforing follow-up

Group Bisk Committee

The Group Risk Committes (GRC) is mandated by the
Executive Board to monitor, assess and manage the
bank's risk profile in relation to the risk appetite. The GRC
is, Tor example, responsible for establishing a product
approval process 1o ensure we only accept risks that

we understand and that serve the interests of clients,
and for ensuring the adeguate functioning of this process.
The GRC has delegated specific approval powers 10
subsidiary risk committees, but remains responsible

on behalf of the Executive Board.

Group Central Credit Committee

The Group Central Credit Commitiee (CCC) is mandated
by the Executive Board to decide on the acceptance of
counterparty risk in respect of individual persons, legal
entities and public administrative bodies relating to credit
proposals. in certain cases, for example above a specific
threshold, the CCC's decisions require final approval

by the Executive Board.
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Group Asset & Liahility Committes

The Group Asset & Liability Committee (ALCO) is
mandated by the Executive Board to decide on the
capital adeqguacy, the liguidity risk profile, the market risk
in the banking book and the funds transfer pricing of

the organisation and its subsidiaries, within the policies
and fimits approved by the GRC.

More information about Governance in general and the
Group Regulatory Committee and the Group Disclosure
Committee is provided in the Leadership & governance
chapter.

Risk measurement P 3 0T 1
We develop and use internal models to quantify the risk
for most risk types in the risk taxonomy. The models for
credit, operational, market, liquidity and business risk are
the most widely used and allow for measuring the level

of risk. They support day-to-day decision-making, as weli
as periodic monitoring and reporting on developments in
the bank’s portfclios and activities. in most cases, models
guantify the probability and severity of an event, i.e. the
likelihood that an event will occur and the loss the bank
may suffer as a consequence of that event. This information
serves as the basis for ABN AMRO's internal measures

of risk (economic capital) and as key input for calculating
the minimum regulatory capital requirements according
to the Basel framework (regulatory capital).

New models require formal internal and external approval
before being implemented and used. internal approval for
the use (or continued use) of a model is obtained from the
Methodology Acceptance Group (MAG), a sub-committee
of the Group Risk Committee. When required, externat
approval is obtained from the regulator.

The modelling departments develop models in close
cooperation with the relevant business and risk experts.
In principle, we review models annually. This means

that we back-test the models against historical data and,
where relevant, benchmark calibration of the models with
external studies. When model performance degrades, or
when degradaticn is suspected, risk management can
impose capital add-ons to the models. These add-ons are
calculated by a comprehensive framework covering both
inherent weaknesses in the models and weaknesses in
the model procaesses such as delays in reviews.

The independent Model Validation Department validates
all internal models. Validation guidelines ensure objectivity,
consistency, transparency and continuity. Models are
validated according to these principles and reviewed
against internal and regulatory requirements.

4

Capital

Regulatery capital (CRD IV/CRR) | :
Under the Basel framework as implemented in European
legislation (CRD IV and CRR), banks are required to hold
capital to cover financial risks. Banks determine the level
of risks for the three major risk types (credit, operational
and market risk) in terms of aggregated risk weighted
assets (RWA). The capital requirements are stated as

a percentage of RWA. Under Pillar 1, banks are required
to hold & regulatory fixed percentage of RWA in capital.
Under Pillar 2, supervisors impose an additional - bank
specific - percentage of RWA in addition to the Pillar 1
requirement. The so-called capital buffers are a requirement
in addition to Pillar 1 and 2, also defined as percentages
of RWA. The capital buffer requirements are a mixture

of percentages prescribed by faw and percentages set

by various regulators.

Econemic capital

in addition to regulatory required capital, for Pillar 2, we
calculate economic capital (EC). Economic capital covers
all risk types in our risk taxcenomy for which capital

is deemed to be the mitigating instrument to cover
unexpected losses, and is used as the key metric for
internal risk measurement and management. it is the
amount of capitat we reserve in order to achieve a
sufficient leve! of protection against large unexpected
losses that could result from extreme market conditions
or events.

internal models are used to calculate EC at a 89.95%
confidence level and a one-year time horizon. This implies
that the estimated capital figure for the coming year is
sufficient to cover a level of loss that will be exceeded

in only 0.05% of all possible cases.

£C is aggregated for all risk types to determine the total
£C at bank tevel and to support capital allocation, ex-post
performance measurement and risk-appetite setting such
as industry concentration risk limits. EC is also used at a
transactional level in loan-pricing tools. These tools act as a
decision-making mechanism for assessing the profitability
of a new or existing transaction in terms of the risk-adjusted
return on risk-adjusted capital (RARORAC).
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EC Quality Assessment

The EC models described above form the core of the
Internal Capital Adeguacy Assessment Process (ICAAP).
In order to menitor and secure the quality of the EC
framework and its outcome in terms of capital adequacy,
an EC Quality Assessment (ECQA) is performed yearly as
part of the ICAAP For each main risk type, the calculated
EC figure is evaluated in the following areas:

» Risk coverage;

» Responsiveness to internal and external developments;
» Data quality;

» Compliance with EC policy;

» Validity of choices and assumptions.

If considered necessary, an additional capital buffer

('EC add-on’) is taken to cover any identified shortfalis

in the EC.

Stress testing and scenario analysis
ABN AMRO uses stress testing and scenario analysis

as an important risk management instrument, looking

at profitability, capital and liquidity risk from a bank-wide
perspective on a regular basis. In addition, sub-portfolio
and risk type-specific stress testing and scenario analysis
are executed.

Stress testing purposes

ABN AMRO applies stress test and scenario analysis

for several purposes, including:

» Risk-appetite setting and monitoring: the outcome
of stress testing is used for setting and monitoring
risk appetite limits and targets, including limits under
stress. If the stress test outcome breaches a limit,
mitigating actions will be considered to close the
shortfall. The impact is taken into account in the capital
and funding planning;

» Contingency planning: stress testing is used to
assess and strengthen the contingency plans’ triggers
and measures. To this end, reverse stress testing is
executed to gain advanced insight into plausible events
that could put the continuity of ABN AMRO under
pressure;

» Capital planning: stress testing is used to gain insight
into the resilience of our capital under adverse changes
in the economic environment and ABN AMRO specific
circumstances. The results of the stress tests are
incorporated into the capital plan;

& Supervisory stress testing based on prescribed
scenarios and assumptions. This includes EBA's stress
test programme, o assess the resilience of banks
to adverse economic or financial developments.

The figure below shows the stress test and scenario
analysis cycle.

Stress test and scenavio analysis cycle

The stress test and scenaric analysis cycle starts with

the identification of material risks for ABN AMRO

and individual business lines. Both systemic risks (e.g.
macroeconomic risks) and ABN AMRO-specific risks

{e.g. cyber aftack or adverse outcomes in legal procedures)
are considerad. Also, sensitivity analysis is used to gain
insight into key vulnerabilities. Based on the risk identification,
scenarios are defined. Alongside most likely scenarios,
we also define severe, but plausible scenarios. Scenarios
can have a short-term horizon, e.g. an instant market
shock, or a long-term horizon, e.g. @ multi-year recession.

Scenario projections are based on quantitative models

as well as expert opinion procedures. in general, results
are presented excluding and including potential mitigating
actions, taking into account contingency plans. Two types
of management actions can be distinguished in the stress
test and scenario analysis: i) direct actions based on

the scenario exercise and ii) actions that would be taken
if the scenario were to materialise.

Given the importance of stress testing in terms of sound
risk management, the Executive Committee is involved
throughout the process and its governance. The Executive
Committee, together with the Scenario & Stress Test
Committee (a sub-committee of the Group Risk Committee),
discusses and decides on the scenario selection, the
results and the implications.

Slimigig e
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Credit risk is the risk that the value and/or the earnings
of the bank decline due to uncertainty in a counterparty’'s
ability or willingness to repay a loan or meet the terms
of a contractual obligaticn.

Credit risk management is the responsibility of the first
and second lines of defence. The primary responsibility
for intake, managing and moenitoring credit risk lies with
the business as the first line of defence. The second line
of defence has a permanent and ongoing responsibility
to define the boundaries and monitor whether the type
and level of credit risk exposures are within the limits of
the business lines’ risk appetite. Credit risk management
within the bank is governed by the bank-wide central

credit risk policy and further detailed in underlying specific

credit risk policies.

Greditrisk precess differs by type of loan

Credit acceptance
Loan approval and
dishursement

Credit risk management approagh Auied |
ABN AMRO employs two separate approaches to
managing credit risk, which reflects the bank’s way of
doing business. For customised lending to counterparties
(Non-Programme Lending), risks are assessed on an
individual basis. Standardised products and processes
are managed on a pooled basis (Programme Lending)

to which uniform risk criteria are assigned. Effectively,
any lending not defined as Programme Lending is defined
as Non-Programme Lending.

The process of credit risk management is illustrated
in the following figure:

Restructuring
and Recovery
High-risk monitazing

Gredit risk maonitering
Business and risk control
functians jaintly respensible

Cantinual update of risk
governance, management
and policies

Processes reflect guidelines
for credit risk management

For programme lending,
product specific standards
are established

tiemsmn by CYEEfIt nsk
:xunctmn :

Lo ﬁ_di'shuré_e_nie'm :

Cradit decision bassd:
itontrethtscareand
policy rles

L Régular mioniterngt

- Restuctinng

CRestucting

= .Lﬁga'r_id b:uréespepi_. :

! Daily monitoring, annual or semi-annual credit review.
2 "Watch" status assigned to counterparties with an increased risk.

g
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Planning

Within Programme Lending, the credit cycle starts with
a product planning phase, during which the product is
designed and/or reviewed, with the goal of optimising
its key drivers of risk and return within the context of
ABN AMRO's strategy, risk appetite, the client’s best
interest and sustainability.

LCredit acceplance

Within Non-Programme Lending, the credit acceptance
phase of a credit proposal starts with an assessment of
the proposal by the relevant business line and by Risk
Management. The gualitative and quantitative details of
the credit risk associated with the loan must be assessed
prior to approval. Information must be provided on matters
such as the purpose, details and structure of the proposed
credit facility, the borrower and other counterparties, the
industry and geography, management and owners, and
financial and non-financial analyses. The credit decision is
based on independent assessments of both the commercial
and the credit risk function.

For a credit approval decision within Programme Lending,
client-specific aspects and internal/external data are taken
into consideration to calculate a credit score (scorecard).
The credit decision is based on the outcome of the
scorecard and policy rules.

Credit risk menitoring

Consistent and regular monitoring helps to safeguard the
bank’s position in relation to all risks associated with the
counterparty, credit type or portfolio. Monitoring starts
when the credit facility has been provided and continues
throughout the lifecycle of the credit facility and the
relationship with the counterparty until the exposurs is
repaid and/or the limit is cancelled.

Should a stuation arise in which an individual counterparty
shows signs of credit risk deterioration, but is notin
default, a 'watch’ status is assigned. A 'watch' status
indicates that a counterparty requires close monitoring
and appropriate follow-up measures in order 1o prevent

a default. Indicators for the ‘watch’ status are: changes

in risk profile, liquidity problems, management issues,
market cutlook, potential breach of credit agreement,
solvency issues and uncertain continuity.

Hestructuring & Recovery

Credit facilities that are subject to a default event are
mandatorily transferred to the Financial Restructuring &
Recovery department (FR&R). Credit facilities with an
identified significantly high risk can be transferred to the
FR&R if specialised restructuring knowledge is required.
If & "going concern’ approach is applicable and return to
a performing status is considered likely, the credit facility
is transferred to the Restructuring team, which devises

a plan aimed either at rehabilitation or at enhancing the
likelthood of full repayment. In ali other cases, the credit
facitity is transferred to the Recovery team.

Programme Lending contracts are transferred to the
Restructuring team when a default status is assigned
because payments have been past due for more than
90 days or because another default trigger applies.

if restructuring is ultimately not effective, the client

is transferred to other internal departments or external
parties (such as Intrum) for debt collection.

Once a client is considered to be able to meet its future
payment obligations and the involvement of FR&R

is no longer required, the client is transferred back

to the business.

Credit risk measurement 7 .
We use internal models to measure the credit risk
associated with exposures to individual clients and
portfolios. To estimate the expected losses for all type
of exposure classes, these models guantify the clients’
Probability of Default (PD), Exposure at Default (EAD)
and Loss Given Default (LGD).

The models vary from purely statistical to expert-based
and employ quantitative as well as qualitative risk drivers.
Using input values for the risk drivers, the models
calculate PDs, EADs and LGDs. EAD is established

on a monthly basis, using actual limits and outstanding
exposure data. PD and LGD are determined at least
annually.

The models' estimates are embedded in the credit
approval and internat reporting processes in order 1o
calculate economic capital and the minimum regulatory
capital requirements under the Basel Advanced Internal
Ratings Based (AIRB) approach. They also serve as input
for the RARORAC (Risk Adjusted Return on Risk Adjusted
Capital), the bank’s key metric for risk-adjusted performance.

The growing use of data-analysis and modelling in

all of the bank’s processes requires a stronger model
managemeant framework. Historical data needs to be
enhanced to support the primary business processes
and the regulatory reporting processes. in addition

to the growing demand for analysis and modelling,
regulatory expectations have also increased, requiring
higher standards and & broader contre! framework

for our models.
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Probability of Befault

The probability of default (PD) indicates the likelihocod that
a counterparty will default within a one-year time horizon.
For the non-programme lending portfolio, the PD, as a
percentage, maps to and is expressed as an internal
uniform counterparty rating (UCR), ranging from 1 to 8.
For Programme Lending portfolios within Retail Banking and
Commercial Banking, products with the same characteristics
are pooled and a PD is assigned to each pool.

In line with regulatory guidance, we define a default to

have occurred when:

» the counterparty is overdue by more than 90 days; or

» the bank considers the borrower to be unlikely to meet
its contractual obligations;

Aurs

internal rating scale mapped to external ratings

& besides mandatory triggers, judgemental triggers
also apply.

ABN AMRO uses rating systems, which are developed
and used in accordance with the CRR. According to

the three lines of defence model, the use of the rating
systems is separated from the development and validation
of these systems. The independent Credit Risk Control
Unit oversees the proper use of the systems and reports
on the coverage of the use of appropriate reporting
meodels. The Validation department independently checks
the accuracy of alt credit rating systems. Our internat
rating scale corresponds with the equivalent classifications
of the rating agencies.

Standard &

Investment grade UCR 1 0.00 0.02 AAA to A+ Aaa to Aa2
UCR 2+ 0.03 0.04 A+ Al
UCR 2 0.04 0.07 A Al
LCR 2- 0.07 0.13 A- A2
UCR 2+ 012 0.20 BEB+ Baal
UCR 3 0.20 0.30 BBB BaaZ
UCR 3- 0.30 0.46 BEB- Baal
Sub-investment grade UCR 4+ 0.46 0.77 BB+ Ba1l
UCR 4 0.77 1.28 BB Ba2
UCR 4- 1.28 2.22 BB- B1
UCR 5+ 2.22 4.24 B+ B2
UCR B 4.24 8.49 B- Caal
LCR 8- 8.49 16.97 ceere Caa2
UCR 6+ 16.97 100.00 {eeie Caa-C
Default UCR 6-8 D D

Exnosure at Default

Exposure at Default (EaD) models estimate the expected
axposure at the time a counterparty defaults. i all or part
of a facility is undrawn (i.e. the outstanding amount is less
than the approved limit) at the time of the EaD calculation,
a portion of the undrawn amount is added to the exposure
to reflect the observation that counterparties draw larger
portions of their approved facilities when nearing default.

Loss Given Default

Loss Given Default (LGD) models estimate the amount of
money the bank will lose if the counterparty defaults. it is
expressed as a percentage of the outstanding amount at
default. Typically an LGD will never be 100% as the bank
uses mitigating techniques, such as securing collateral,
to minimise losses in the event of default. The LGD is
thus the portion of the exposure at default that is left
aftar realisation of secured collateral. Other factors,

such as the facility seniority, will also affect the LGD rate.

Capital for credit risk
Regulatery capital
Capital requirements Tor credit risk are determined by
calculating all top-level exposure classes in accordance
with the Advanced internal Rating Based Approach (AIRB).
Within these exposure classes, a number of smaller
portfolios are temporarily or permanently calculated
according to the Standardised Approach (SA). ABN AMRO
has been granted approval tc apply the AIRB, including a
number of exemptions, by the relevant competent authority.

Economic capital

The £C model for credit risk uses a Monte Carlo
simulation to determine a full portfolio loss distribution,
taking into account specific portfolio characteristics and
diversification effects. Loan facilities are valued on an
economic value (mark-to-market) basis to ensure that loss
estimates can be based not only on dafaulting borrowers,
but also on possible credit migrations and changes
associated with the market values of loans.

b
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Specific counterparty credit risk 7 ]
Specific calculation methodologies are applied to determine
counterparty credit exposure relating to overthe-counter
(OTC) derivative instruments and securities financing.

GTC derivative instruments

OTC derivatives are financiat instruments which are

used to cover current and/or future financial risks or to
achieve additional return on an investment. They consist
of transactions concluded between two parties and of
which the value is based on an underlying base value
(e.g. interest rates, foreign exchange rates, commodities,
equities).

Securities financing transactions

The balance sheet item Securities financing refers to
securities lending, a market activity whereby securities
are temporarily transferred from a lender to a borrower,
supject to the commitment to re-deliver the securities,
usually in the short term. The borrower collateralises
the transaction with cash or other securities of equal
or greater value than the borrowed securities in order
to protect the lender against counterparty credit risk.
As an intermediary between clients and the market,
we act both as lender and borrower.

Heguiatory and scenomic exposure caleuiation

for specific counterparty credit visk

The regulatory calculation methodology applied for
calculation of the counterparty credit risk exposure
value (EAD) of OTC derivative instruments is the mark-
to-market method.

The economic counterparty credit risk exposure
calculation of OTC derivative instruments is based on
the mark-to-market (MtM, Le. current exposure) plus

an add-on for potential future exposure. The add-on is
calculated to cover 35% of the potential positive MtM
movement in favour of the bank for the entire deat tenor.
The add-on is determined by several parameters, such
as the type of derivative product (underlying), deal tenor,
currency (pair) and the absence or presence of netting
and collateral agreements.

For securities lending, the Financial Collateral Comprehensive
Method (FCCM) is used in the regulatory calculations.

For economic counterparty exposure calculations,

the FCCM is applied with additional conservatism.

Wreng-way risk

This risk refers to transactions whose counterparty

credit exposure arising from OTC or Securities Lending
transactions is positively correlated to the counterparty’s
probability of detault. in other words, the credit exposure
increases when the credit quality of the counterparty
deteriorates. In general, we do not engage in such wrong-
way risk transactions. We are also prudent in considering

transactions in which this correlation is less obvious, e.g.
transactions where a general wrong-way risk component
forms part of the deal, or where a counterparty and the
underlying issuer are in a similar industry, or in the same
country or geographical region.

Credit concentration risk Al (P 3]
Credit concentration risk is the risk of loss arising from
large exposures, as related to the total risk exposure of
the bank, to a single counterparty or to counterparties that
are positively and highly correlated. Positively correlated
counterparties are counterparties of which the credit
quality will move in the same direction under similar
circumstances. Limiting excessive concentrations is
fundamental to our credit risk strategy, which is why we
aim to keep the credit risk portfelio sufficiently granular
and diversified.

To avoid excessive credit risk concentrations, Risk

Management sets maximum levels for subgroups

in the following categories:

& Single counterparty and groups of related
counterparties (counterparty concentration);

& Countries (geographic concentration);

& Industry sectors (industry concentration).

Counterparty concenlvation

Counterparty concentration credit risk is the risk of loss
arising from relatively large exposures to counterparties
belonging to the same risk group. The One Obligor
Exposure (OOE) is the exposure 1o a risk greup, including
all drawn and undrawn facilities granted plus al! indirect
exposure to the risk group, including guarantees and any
other recourse claims. A risk group is an interrelated group
of counterparties with & high degree of dependency on
each other due to a control refationship. This control
relationship may be due to direct or indirect majority
interests being held by the same shareholder or group

of shareholders. Counterparty credit concentration risk

is measured by the OOE and the Economic Capital (EC)
per counterparty. The bank limits Hs counterparty credit
risk by setting OOE and EC limits. Additionally, all credit
applications with an GOE andfor EC above a certain
threshold are reviewed by the Executive Board.

Geographic concentration

ABN AMRO has branches and subsidiaries located
outside the Netherlands, as well as clients who operate
internationatly. Consequently the bank is exposed to
country risk, which is the risk of credit losses arising from
country-specific events or circumstances. Management
of country risk focuses on cross-porder risk, which
includas the risk that funds, goods or services cannot be
transferred out of a country as a result of actions by local
authorities or because of other events impeding the
transfer. These risks are managed by setting country credit
limits, based on individual country analyses by economic,

Slimigig e
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compliance and country risk experts. Country limis are
reviewed at least once a year. Each country also has an
internal credit rating, which is reviewed and approved
twice a year and is an important factor in managing
country concentration risks.

industry concentration

Industry concentration risk is the risk of loss arising from
a relatively large credit exposure 10 counterparties active
in a single industry. Industry concentration risk arises
when deterioration in a specific industry has an effect on
all credit exposures relating to that industry. ABN AMRO
manages its industry concentrations by setting credit risk
economic capital (EC) limits as a percentage of total
credit risk EC per industry. In addition to the EC limits,
EC concentration checkpoints are set to facilitate timely
and sufficient management interventions to avoid breaching
of the limits.

Credit risk mitigation 7
Credit risk mitigation techniques are used by the bank to
reduce the credit risk associated with the bank's credit
exposures. Such techniques relate mainly to collateral
management and guarantees, offsetting financiat assets
and liabilities, and enforcing master netting agreements

or similar instruments.

Credit risk mitigation technigues themselves entail risks
and as such they need to meet certain requirements to
ensure they are used effectively and in line with the bank’s
risk appetite. ABN AMROQ has therefore established
mandatory bank-wide policies governing the use and
management of credit risk mitigation technigues, which
are in line with regulatory requirements as well as the
neeads of the bank and its clients. These bank-wide policies
set out the overarching rules that must be observed by
business specific procedures and processes related to
credit risk mitigation.

Gollateral management and guarantees

Collateral represents assets with material value that
have been received by (or pledged to) the bank to secure
obligations under a credit facility or other exposure.

To be effective, such security needs to give the bank the
right to appropriate and liguidate collateral on time and
without impediments so that losses on the exposure at
default are minimised.

In addition to its ability to minimise exposure risk, eligible
collateral can also reduce the regulatory and economic
capital the bank is required to hold as a buffer for
unexpected losses. The Capital Requirements Regulation
prescribes the criteria that collateral must meet to
become eligible for capital reduction. These criteria, which
provide for legal effectiveness and enforceability, valuaticn
and monitoring of collateral, aim at the effective and timely
realisation of collateral.

We alsc use guarantees to mitigate exposure risks. These
include guarantees from, for example, banks, governments
and export credit agencies. The credit quality of guarantors
is assessed at originatiocn and menitored to ensure the
guarantee is valued correctly for risk mitigation purposes.

Gftsetting financial assets and Habilities

Financial assets and labilities ars offset and the net
amount is reported on the EU IFRS balance sheet if there
is a legally enforceable right to set off the recognised
amounts and there is aither an intention to settle on a net
basis or an intention to realise the asset and settle the
liakility simultaneously. The bank applies netting to debtor
and creditor balances, such as current accounts, where
offsetting is justified by formal agreement with the client,
provided they meet the applicable criteria.

Enforceable master netting agreements

er similar instruments

Enforceable master netting arrangements take into
account all agreements with conditions that make
offsetting exercisable in the event of default. In addition,
agreements are enforceable if the bank has a legally
enforceable right to offset and does not have any ability
and/or intention to realise the asset and settle the liability
simultaneously. These arrangements include derivative
clearing agreements, global master repurchase agreements
and global master securities lending agreements.

Forborne, past due and credit loss allowances
Jayg

Loans at risk are primarily exposures for which there

are signs indicating that the counterparty may become
credit impaired in the future. Loans at risk are classified
into different risk categories for individual counterparties
and days-in-arrears buckets for groups of aggregated
counterparties in order to eptimise monitoring and review
of these loans.

Forbearance
Forbearance is the process of making concessions o
clients who are or will soon be experiencing financial
difficulty, with the intention of bringing them back wvithin
their payment capacity. A forborne asset is any contract
which has been entered into with a counterparty who is
in or about to face financial difficulty, and which has been
refinanced or modified on terms and conditions that we
would not have accepted (concession) if the counterparty
had been financially healthy.

Forbearance measures can be applied to contracts on
which the counterparty has already defaulted, as well
as to contracts that are stilt performing.

b
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A forborne contract will cease 1o qualify as forborne

only when all the foliowing conditions are met:

The contract is considered performing;

» A minimum probation peried of two years has passed
from the date the forborne contract was considered
performing;

» Regular payments of more than an insignificant amount
of principal or interest have been made during at least
half of the probation period;

» The counterparty does not have any contract, within
the credit agreement, which is more than 30 days past
due at the end of the probation period.

If the forborne contract is or has become non-performing
at the time of the forbearance measure, a mandatory cure
period of at least one year applies to the contract before
itis returned to a performing status. The cure period starts
when the contract becomes non-performing or, if the contract
was already non-performing, from the moment the last
forbearance measure was taken. More information about
non-performing can be found at the end of this section.

Beaognitien of ECL
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ABN AMRO is exposed to market risk in its banking book
and trading book.

Market risk in the banking hook 3072

Market risk in the banking book is the risk that the

value or the income of the bank will decline because of

unfavourable market movements. The foliowing market

risks are inherent in the banking book:

& Interest rate risk: the risk of losses in the economic
value of equity or the bank's net interest income (NH)
due to unfavourable yield curve developments;

» Credit spread risk: the risk of losses due to adverse
movements in the credit spread of liquid assets.

The principal source is from bonds held for liquidity
purposes;

» Funding spread risk: the risk of losses due to adverse
movements in the term structure of rates at which
ABN AMRO can borrow money - expressed as a
spread to a benchmark such as Euribor;

s Equity risk: the risk of losses due to adverse
movements in equity prices, dividends and volatilities.
Equity positions can be taken in strategic partnerships
and joint ventures, posiions in private equity and
positions where debt held by the bank has been
converted into equity as part of a restructuring process;

s Property risk: this risk arising from adverse movemaents
in property prices;

» Foreign exchange risk: this risk arising from adverse
movements in FX spot and Torward rates and/or
FX volatility. It arises for operational reasons where
it is inefficient to hedge exposures as they arise.

Market risk in the banking book consists predominantly
of interest rate risk, followed by credit spread risk and
funding spread risk.

Interest rate risk in the banking beek

In order to model and measure interest rate risk,
assumptions are made about client behaviour, most
importantly with respect to the maturity of savings and
the prepayment of mortgages. The nature of these
assumptions can substantially alter the anticipated interest
cash flow pattern. Interest rate risk is continuously
managed in line with the risk appetite, as the profile

of assets and liabilities on the balance sheet can change
if client behaviour changes.

The main sources of interest rate risk are:

» The maturity mismatch between assets and liabilities.
ABN AMRO provides mortgages and commercial
loans with long-term fixed interest terms. These assets
are funded by savings and wholesale funding. These
liabilities have a shorter average interest maturity than
the assets, for example current accounts;

arket risk management

& Actual client behaviour, which determines the maturity
of some of our client products. As we use models
to predict this behaviour, we are exposed 1o model
risk: losses the bank could incur as a conseguence
of decisions resulting from errors in the development,
implementation or use of such models.

Key assumptions for modeliing clierd behaviouy iy

From an interest rate risk perspective, the following

aspects of client behaviour are the most important:

& Client behaviour with respect to early redemption
of residential mortgages. This has a significant impact
cn average interest maturity of the mortgage portfolio.
Clients have the option of fully or partially prepaying
mortgages before maturity. These prepayments
are triggered by client behaviour such as relocation,
redemption and curtailment. An important driver of
prepayments is the rate incentive, i.e. the difference
between the client’s existing mortgage interest
rate and prevaiting mortgage rates. The prevailing
mortgage rates are forecasted using a Monte Carlo
simulaticn. In addition to interest incentive, drivers such
as loan age, seasonality and house price developments
are taken into account;

& Client acceptance of the volume offered and the
deviation between the offered rate and the actual
coupon on an offered residential mortgage;

& Client behaviour with respect to non-maturing deposits
which are callable on demand. These savings and
current accounts are modelled using a replicating
portfolio model to forecast future client rates. These
future client rates may depend on current or lagged
yield curves and funding costs. A maximum maturity
of 10 years is assumed for non-maturing deposits. The
resulting duration depends on product type and client
behaviour. The average duration for retail portfolios is
2.6 years, whereas the average duration for non-retail
portfolios is 2.4 years. The avarage duration for the
aggregate portfolio of modelled non-maturing deposits
is 2.5 years, well below the regulatory B-year cap.

The metrics used for banking book risks are dependent
upon the assumptions made in the behavioural models.
Models must therefore be based on extensive research,
including historical data on observed client behaviour.
Models must also be validated by the independent Model
Validation Department and approved by duly authorised
risk committees. Models are assessed to determine
whether they behave appropriately and are statistically
sound; if required, they are adjusted.

a1
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Risk measurement for interest rate risk (0778 E0TEZ4: [T 25
For management purposes, the interest rate risk position
is reported 1o the Asset & Liability Committee (ALCO) on
a monthly basis. ALCO reporting includes both earnings
and value metrics, including Net Interest income (N} at
Risk, duration of equity, Economic Value of Equity (EVE)
at Risk and economic capital for market risk in the banking
book. These are complemented with stress testing and
scenario analysis, which are used to ensure a comprehansive
approach to risk management and to identify potential
weakness. Stress testing and scenario analysis go beyond
determining the impact of alternative developments of
interest rates. Assumptions with respect to modelliing

and client behaviour are also tested.

Nil-at-Risk is the difference in NH between a base scenario
and an alternative scenario. It is defined as the worst
outcome of the following scenarios: gradual increase or
decrease in interest rates by 200bps, measured over a
one-year period, and instantaneous increase or decrease
of 100bps. Nil-at-Risk includes all expected cash flows,
including commercial margins and other spread components,
from all interest-rate-sensitive assets, liabilities and off-
balance sheet items in the banking book. When calculating
the Nil-at-Risk, a constant balance sheet is assumed where
maturing positions are reinvested. A floor of -100bps on
market rates as well as a floor of Obps on retail deposits

is applied.

Duration of equity measures value changes resulting from
minor parallel shifts of the yield curve. The computation of
duration is based on a comparison between a base curve
and the change in the economic value of a portfolio due
to an interest rate increase/decrease. We also measure
the value sensitivity to changes in individual maturities

on the yield curve.

EvE-at-Risk is the loss in economic value of equity as a
result of various vyield curve shocks. These shocks are bow
up, bow down, steepening, flattening and tilt short end

up and down. The impact is calculated for cash flows from
all interest-rate-sensitive assets, liabilities and off-balance
sheet items in the banking book. An assumption of a run-
off balance sheet is made, where banking book positions
amortise and are not replaced by any new business.

The projected cash flows include commercial margins

and other spread components and are discounted

at the risk-free rate.

Economic capital for market risk in the banking book

is calculated using a VaR model which determines the
economic capital needed to absorb losses due to adverse
movements in interest rates, credit spreads and foraign
exchange rates. The model also accounts for the potentiat
impact of client behaviour, such as prepayments cn
mortgages and changes in deposits and savings balances.

Credit spread risk in the banking beok

Credit spread risk for the liquidity portfolio is measured
and limited as the impact on economic value of a thp
change in spreads to a swap rate. This is done across
the term structure of exposure, as well as for a parallet
shift across the curve.

Funding spread risk

Funding spread movements can reflect changes in,

for example, the perceived credit gquality of ABN AMRO,
changes in the competitive environment or changes

in fiquidity premiums. They may be entity-specific or
systemic in nature. If funding spreads widen, it costs
more to fund assets on the balance sheet. Unless this
increased spread is passed on to clients by increasing
client rates, projected net interest income will decrease.

Forelgn exchange risk

Foreign exchange risk arises from several sources.

The main sources are assets and liabilities on the balance
sheet and off-balance sheet commitments and contingent
liabilities denominated in foreign currencies. ABN AMRO
measures and manages foreign exchange risk for which
the key metric is the Open Currency Position. in addition,
translation risks on the bank’s capital ratios, which may
be affected by exchange rate movements, are also
specifically monitored. ABN AMRO aims not to be
exposed to open currency exposures in its banking book.

Piavket risk management for the banking book

ABN AMRO has in place a detailed risk management
framework to identify, measure and control market risk
in the banking book. This framework provides assurance
that the banking book activities remain consistent with
the bank’s moderate risk profile. The goal of interest
rate risk management is to protect current and future
N from adverse yield curve movements. The day-to-day
managemeant is delegated from the Asset & Liability
Committee 10 Asset and Liability Management, white
Treasury is responsible for the execution.

The bank applies limits to the above-mentioned interest
rate risk measures in line with the approved risk appetite
requirement. The risk appstite is based on the maximum
loss the bank is willing to accept, both in terms of net
interest income for one- and two-year periods and
economic value of equity.

ABN AMRO uses a combination of portfolio (macro)
hedges and specific asset or liability (micro) hadges

to swap fixed interest rates for floating interest rate
positions. Micro hedges are used to swap fixed funding
transactions and Tixed investments in the liquidity buffer
for floating interest rate positions. in addition, macro
hedging is applied in order to be in line with the bank’s
strategy to contribute to a stable Nil while protecting
the economic value of equity.
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Market risk in the trading book [I072
As part of its business strategy, ABN AMRO facilitates
client orders, acts as a market maker in key markets and
provides liguidity to clients, including institutional investors
and private clients. Market risk in the trading book is
the risk of losses in market value due to adverse market
movements. The following market risks are inherent
in the trading book:
& Interest rate risk: arises from adverse changes in
interest rate risk curves and/or interest rate volatilities;
» Credit spread risk: arises from adverse changes in
the term structure of credit spreads and/or from
changing credit quality of debt securities or CDS
reference entities, with impact on default probabilities;
& Equity risk: arises from adverse changes in equity
prices, dividends and volatilities;
» Commodity risk: arises from adverse changes
in commaodity prices;
» Foreign exchange risk: arises from adverse changes
in FX spot and forward rates and/or X volatility.

flarket risk management for the trading book

ABN AMRO has in place a detalled risk management
framework to identify, measure and control market risk

in the trading book. This framework provides assurance
that the bank's trading activities are consistent with its
client-focused business strategy and moderate risk profile.
In accordance with the strategy, the Trading Business Risk
Committee annually approves trading mandates, which
define the nature and amount of the permitted transactions
and risks, and the associated constraints. The Trading
Business Risk Committee is a subsidiary committee

of the Group Risk Committee.

flarket risk measurement for the trading boek

) & A

ABN AMRO measures and manages market risk in the
trading book on a daily basis. The key metrics used are
econcomic capital, regulatory capital, Value-at-Risk (VaR),
Stressed VaR (5VaR) and incremental Risk Charge (1RC),
together with a wide array of stress and scenario tests,
sensitivity measures, concentration limits and nctional
limits. These metrics are measured and monitored, with
appropriate limits set at both bank and business-line levels.

Metrics and models are managed, reviewed, assessed
and, if required, adjusted in a similar way as in the banking
book. Other important tools to ensure the adequacy of
the models, alongside the format validation and review of
models, are the daily explanation of risk reporting figures,
periodic portfolio reviews and regular back-testing.

93

Value-at-Risk

ABN AMRO uses the historical simulation Value-at-Risk
(VaR) methodology as one of its primary risk measures.
The VaR for market risk guantifies, with a one-sided
confidence level of 99%, the maximum one-day loss

that could occur due 1o changes in risk factors if positions
remain unchanged for a period of one day. The VaR

also incorporates market data movements for specific
movements in the underlying issuer of securities.

The impact of histerical market movements on today’s
portfolio is estimated on the basis of equally weighted
market movements observed in the previous 300 days,
using a full revaluation methaod for the majority of risk
factors. The bank uses the VaR with a one-day horizon

for internal risk measurement, control and back-testing,
and the VaR with a ten-day horizon to determine regulatory
capital. The tatter is derived by scaling the one-day VaR

by the square root of ten.

The daily VaR is back-tested against the actual mark-to-
market changes calculated for each subsequent trading
day. The number of outliers is used to assess the reliability
of the VaR model. The model’s back-testing performance
is satisfactory.

Stressed VaR

The purpose of the SVaR is to replicate a VaR calculation
that would be generated on the bank’s current portfelio
with inputs calibrated to historicat data for a continuous
12-month period of significant financiat stress relevant to
the bank’s portfolio. To calculate the SVaR, ABN AMRO
uses the same model as used for the VaR (historical
simulation). The current historical data pericd includes
the peak of the credit crisis of 2008 and is reviewed

at least annually.

Incrementai Risk Charge

By calculating the incremental Risk Charge (iRC),

ABN AMRO calculates an estimate of the default and
migration risks for credit products in the trading bock over
a one-year capital horizon, with a 99.9% confidence lavel.
Potential profits and losses over the one-year time horizon
are created by simulating scenarios showing how the
issuer’s credit ratings may change (including possible
defaults), taking correlations between different issuers
into account, and repricing the positions. The simulated
scenarios correspond to an instantaneous shock over the
one-year period; in this way, ABN AMRO uses a one-year
liguidity horizon for all its positions under the scope of the
{RC model. Rating transitions and defaults are dependent
upon individual issuer rating transition probabilities and
caorrelations between issuer migrations. For the individual
transition matrices, data from external vendors are used.
The correlation matrices are the same as the matrices
used to determine the Credit Risk Economic Capital.
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Stress testing and scenario analysis

Stress testing and scenario analysis are designed to focus
specifically on the impact of tail events which are outside
the VaR confidence interval. We perform daily stress tests
for large movements in risk factors. Scenario analyses

are also conducted frequently to evaluate the impacts

of extreme market events that cover multiple risk factors,
and the results of these tests are monitored. These scenarios
can be based either on historical or hypothetical events,

or on a combination of the two.

For the trading book, we take into account adjustments for
counterparty risk on our clients (Credit Valuation Adjustment),
ABN AMRO funding costs (Funding Valuation Adjustment)
and ABN AMRO credit risk (Debt Valuation Adjustment).

o4

Capital for mavket risk in the trading bask

Regulatery capital

The bank has implemented the Internal Models Approach
(IMA) to calculate market risk capital for its trading book.
ABN AMRO has excluded the following activities from

its IMA capital and calculates these by means of the
standardised approach:

& Trading activities in Brazil;

~ Residential Mortgage-Backed Securities Trading;

& Private Banking International activities.

Economic capital

Calculation of economic capital for market risk in the
trading book is based on a daily Value-at-Risk (VaR)
market risk measure and historical scenarios simulating
stress events such as 'Black Monday' and the financial
markets crisis.

07.11.2020 kl 07:52

Brgnngysundregistrene

Side 60 av 295



= Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

Operational risk is defined as the risk of loss resulting
from inadequate or failed internal processes, people or
systems or from external events. This definition is in fine
with the definition by the Basel Committee on Banking
Supervision. Operational risk is often alsc referred to
internally as non-financial risk, covering risks such as

HR risk, IT risk, compliance risk, legal risk, change risk,
tax risk and model risk.

ABN AMRO has a converged approach to operational risk
and aims to provide the business with a clear and fair view
on the operational risks that the bank faces and the way
these should be managed. For this purpose, ABN AMRO
has in place a framework that enables operational risks 1o
be managed within the moderate risk profile. Operational
risk management sets the framework for the bank in line
with the requirements for the Advanced Measurement
Approach (AMA). It evolves and is kept up-to-date as
experience gained is incorporated.

Framework for operational risk management [z 3)

Management Control Statement
Strategic risk assessment

Operational risk management overview
¥ Operational risk appetiie

¥ Heporting

¥ Operational risk capital

Operational risk assessments Monitoring

¥ Business-as-usual
{including seenarios)
& Changes

# Operational risk events
# FEifectivenass of controls
» Key Risk Indicators

{(perational risk management approach [P
Employees are expected and encouraged to be alert to
and aware of operational risks in their day-to-day work.
Operaticnal risk management is strongly embedded in daily
business processes. First-line managers are responsible
for managing cperational risks and are supported by a
professional operational risk management organisation.
Operational risk management works in close cooperation
with other second-line parties, including Compliance, Legal,
Crime & integrity, information Security and Business
Continuity Management, which also use the operational

risk framewvork. This reflects the bank's view that managing
operational risk requires a concerted effort on the part
of all these departments.

Operational risk is incorporated into risk reports at various
levels within the bank, up to the Executive Board and

Supervisory Board.

Framewserk for sperational risk managsment

Assessments and monitoring activities are at the heart

of the operational risk management framework. Business
managers use assessments to identify and assess risks,
including scenarios for rare events. Assessments are
executed for business-as-usual activities and for new
initiatives. If a risk exceeds the risk appetite, the business
manager takes appropriate action. At least once a year,
business managers monitor the effectiveness of the controls
in their area of responsibility. Controls are strengthened,

it necessary. Key Risk Indicators are monitored to signal
adverse risk developments. Despite all the preventive
measures in place, incidents and operational losses cannot
always be avoided. The bank therefore systematically
collects information and analyses such events in order

to take appropriate action. Action taken may consist of
mitigating risks by strengthening controls or avoiding risks
by closing down or not starting operations. Management
can also decide to consciously accept a certain risk or
transfer a risk to insurance companies. A global insurance
programme is in place, and this is reviewed annually by
the Group Risk Committee.

Once a year, senior management reviews the strategic
business objectives and all measures taken from a risk
perspective. At the end of each yesar, and based on these
strategic risk assessments, senior management signs

a Management Control Statement, which is included

at the end of this section.

Specific operational risk areas | fila

The bank has in place a dedicated organisation for
operational risk areas that require specific knowledge,
such as information security and business continuity
management.

Information security

information is one of the bank’'s most valuable assets.
ABN AMRO's clients rely on the proper functioning of

the bank’s information systems. These systems runin
complex information infrastructuras, connecting the bank's
networks to public networks. Banking processes and

their supporting information systems are consequently
inherently vulnerable, with the result that the security

of client data and services can be threatened.

st
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Examples of such threats include computerassisted
fraud, unauthorised disclosure of confidential information,
virus infections, computer hacking and denial of service
attacks (DDoS).

In recognition of the impertance of protecting the bank’s
information and its associated assets, such as systems
and infrastructure, at all timeas, ABN AMRO has established
a structured information security approach to ensure the
confidentiality, integrity and availabitity of information. This
approach defines the organisational framework, management
and staff responsibilities, and the information security
directives that apply to ABN AMRO, its vendors and third
parties with whom the bank exchanges information.

Business continuily management

Business continuity management ensures organisational

resilience at all levels of the ABN AMRO organisaticn

and the ability to respond effectively to threats, thus

safeguarding stakeholders’ interests and the organisation’s

reputation, brand and value-creating activities. Business
continuity focuses on:

» Analysing threats and the business impact of calamities
and crises;

» Determining the strategies and solutions to be applied
in the event of a crisis - such as business recovery,
crisis management and iT disaster recovery planning -
so as to enable continuity of business operations;

s Documenting, periodically assessing and testing
of these strategies and solutions.

a6

Operational risk measwrement | Fi 1!

in line with the Advanced Measurement Approach (AMA),
the bank has in place a model to define the required level
of own funds for operational risk (operational risk capital).
This model predicts potential operational risk losses
(annually aggregated) by combining a forward-looking

and a backward-looking view on operational risk events.

Risk and control self-assessments and scenario analyses
provide a forward-looking view: experts build scenarios
to understand future risks and estimate the severity of
potential losses. The resulting estimates are used as

data input for the model. in these scenarios, experts

take into consideration the quality of the bank’s control
environment, its processes, systems and people as well
as external circumstances and changes that may have an
influence. The current relevance of the estimations (and
hence of the capital) is safeguarded by reconsidering the
scenarios regularly, but also when major changes in the
risk profile occur. Next to these expert-based estimations,
the model also uses "backward looking historical loss data
from ABN AMRO as well as from the banking industry.
Historical loss data is included as it is assumed to have
predictive power for the future.

g f\ﬁé‘i

Capital for opsrational risk

The level of AMA capital is derived from the results of the
model calculations. The bank applies a 99.95% confidence
level to the annually aggregated losses to calculate the
operational risk economic capital, whereas a 99.9%
confidence level is applied to calculate regulatory
operational risk capital. The adequacy of the capital levels
is monitored on a quarterly basis and if issues occur —

for example regarding the reliability of data — add-ons

can be applied.

5]
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Funding

Liquidity risk is the risk that actual and potential payments
or collateral posting obligations cannot be met on a timely
basis, or only at excessive costs. There are two types of
liquidity risk:

» Funding liquidity risk is the risk of not being able to
accommodate both expected and unexpected current
and future cash outflows and collateral needs because
insufficient cash is available. Eventually, this can affect
the bank’s daily operations or its financial condition;

» Market liguidity risk is the risk that the bank cannot
self an asset in a timely manner at a reasonable market
price due to insufficient market depth (insufficient
supply and demand) or market disruption. Market
liquidity risk includes the sensitivity in liquidity value
of a portfolio due to changes in the applicable haircuts
and market value. it also concerns uncertainty about the
time required to realise the liquidity value of the assets.

Strategy
Linuidity
We have a liquidity risk management framework in place
that helps us maintain a moderate risk profile and safeguards
ABN AMRO's reputation from a liquidity perspective.

This framework enables the bank to meet the regulatory
requirements and its payment obligations &t a reasonable
cost, even under severely adverse conditions. We have
formulated a set of liquidity risk metrics and limits to
manage the bank’s liquidity position. By maintaining a
smooth long-term maturity profile, imiting dependence

on wholesale funding and holding a solid liquidity buffer in
our main currencies, we maintain a prudent liguidity profile.

Funding

ABN AMRO's main source of funding consists of deposits
from Retai Banking, Private Banking, Commarcial Banking
and CIB clients. The remainder of our funding is raised
largely through various long-term wholesale funding
instruments. ABN AMRO's strategy for wholesale funding
is derived from the bank’s moderate risk profile. This
strategy aims to optimise and diversify the bank’s funding
sources in order to maintain market access and the
targeted funding position. We aim 1o have a balance sheet
with a diverse, stable and cost-efficient funding base.

The funding strategy takes into account the following

guidelines:

» Maintain market access by diversilying funding sources
in different funding markets (Europe, the US and
the Asia Pacific region);

» Optimise funding costs within the targets set for
volumes and maturities;

» Maintain strong relationships with the investor base
through active marketing;

& Optimise the balance between private placements
and public benchmark deals;

& Build, maintain and manage credit curves in different
funding programmes and currencies;

& Continually monitor attractive funding opportunities for
ABN AMRO and investment opportunities for investors;

& Optimise the planning and execution of funding in
different market windows and currencies.

Risk management appioach

Filiar 3 | EDTF 2 COTE 76

The natural maturity mismatch between loans and funding
requires liquidity risk management. We consider maturity
transformation to be an integral part of the bank’s business
model, which is why we closely monitor our liquidity
position and the resulting risks. We diversify our funding
sources to maintain market access, and we diversify
funding tenors to avoid a concentration of outflows.

We alsc hold a portfolio of highly liquid assets that

can be converted into cash in the event of unforeseen
market disruptions, thus allowing us to meet payment
and collateral obligations at all times.

Audited

Funding and liquidity risk is managed centrally.
We incorporate liquidity costs inte the pricing of our
day-to-day business activities.

in managing the risks, a clear distinction is made between
going-concern and contingency risk management.

Going-concemn management

Going-concern management entails managemeant of

the day-to-day liquidity position within specified limits.

This allows us to meet payment obligations cn a timely

basis. The most important metrics we use are:

& Stress testing: We conduct monthly and ad hoc stress
tests in which we evaluate the impact of cash in- and
ocutflows under plausible strass scenarios. Both market-
wide and bank-specific stress scenarios are defined
and analysed. The goal of stress testing is twofold.
Firstly, it helps us to review our risk framawork,

i.e. the liquidity buffer size, risk appetite and limits.
Secondly, it allows us to identify ways to reduce
outflows in times of crisis;

& Liquidity Coverage Ratio (LCR): The objective of the
LCR is to assess the bank’s short-term resilience by
ensuring sufficient high-quality liquid assets to survive
a significant stress scenario lasting 30 calendar days;

& Survival period: The survival pericd reflects the peried
that the bank's liquidity position is expected to remain
positive in an internal stress scenario in which wholesale
funding markets deteriorate and retait and commercial
clients withdraw a proportion of their deposits;

o7
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» Net Stable Funding Ratio (NSFR): The objective of
the NSFR is to assess resilience over a longer time
horizon by creating additionat incentives for banks
to fund their activities from stable sources of funding
on an ongoing basis;

& Loan-to-Deposit ratio (LtD): The LtD ratio measures
the relationship between the loan book (Leans and
advances 1o customers) and deposits from clients (Due
to customers). The ratio includes all client-driven lcans
and deposits, but excludes loans to and deposits from
governments. The LtD ratio gives an indication of our
dependence on wholesale funding for financing client
loans. Due to the mandatory and collective Dutch
pension savings schemes, mortgage loans outweigh
client savings balances in the Netherlands, thus driving
the LiD ratic above 100%.

Contingency risk management
Contingency risk management aims to ensure that,

in the event of either a bank-specific or general market
stress event, the bank is able to generate sufficient
liquidity to withstand a sheort- or long-term liquidity crisis.

& Contingency Funding Plan: The Contingency Funding

Plan (CFP) sets out the guidelines and responsibilities
for addressing possible liquidity shortfalls in emergency
situations. This only comes inte effect if the liguidity
position is threatened, or if strong indications exist that
liquidity stress is imminent. The CFP is aligned with the
Recovery Plan, as required by the regulators. it enables
us to manage our liquidity without unnecessarily
jeopardising business lines, while limiting excessive
funding costs in severe market circumstances;
Collateral posting in the event of a rating downgrade:

it ABN AMRO's credit rating is downgraded, collateral
requirements may increase. ABN AMRO monitors
these potential additional collateral postings in its
liquidity management framework;

Liquidity buffer: ABN AMRO holds a liquidity buffer

to accommuodate cash outflows during stress. This
buffer consists of unencumbered, high-quality liquid
assets, including government bonds, retained securities
(RMBS and Coverad Bonds) and cash.
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The primary objective of the capital management strategy
is to ensure that capital adequacy requirements are met at
all times and that sufficient capital is available to support
the bank’s strategy. Capital is a necessary resource

for doing business and defines the bank’s commercial
possibilities. The balance between available and required
capital is managed centrally to optimise the use of
available capital. The basis of the capital management
strategy is the bank’s risk appetite and its business plans.
Other important factors taken into account when
managing the capital positicn are expectations and
requirements of external stakeholders (such as regulators,
investors, shareholders, equity analysts, rating agencies
and clients), the bank’s position in the market, market
developments, contingent capital needs and the feasibility
of capital management actions. Although ABN AMRO
manages its capital centrally, the group companies are
sufficiently capitalised to comply with all local regulatory
solvancy requirements and to meet any local business
needs. ABN AMRQO’s banking activities are carried out

by legal entities that are part of the Group's corporate

tax unit. Apart from prevailing statutory and regulatory
legistation, there are no specific material impediments

for prompt transfer of the bank's regulatory capital.

Dividend

ABN AMRO's dividend policy takes into account

matters including current and pending regulatory capital
requirements, our risk profile, growth in commercial
activities and market factors. The dividend payout is set in
the light of the bank’s moderate risk profile and regulatory
changes and to ensure that dividend payments can be
maintained in the future.

Capital measurement and allocation

Capital adequacy is measured and monitored on an
ongoing basis against target capital ratios, which are
derived from the bank’s overall risk appetite and strategy. 2
Capital projections and stress test scenarios, both market- é‘,’; :
wide and bank-specific, are used 1o ensure that actual : -‘3 '
and future capital tevels remain above the targets.

Capital is allocated to businesses in a way that optimises
the long-term value of the bank while serving the bank's
strategic objectives. in the capital allocation process,

both risk-pased and non-risk-based return parameters are
considered, taking into account economic and regulatory
capital reguirements. This process ensures that the bank
meets its return targets while maintaining a moderate risk
profile, in line with the bank’s risk appetite.

Contingeney capital management

Contingency plans are in place to address any capital
issues arising. The Contingency Capital Plan provides a
framework to detect capital adequacy stress by setting
out various early warning indicators. The plan also sets
out a range of actions that can be undertaken, based
on the level of severity and urgency of the issues.

Recovery and resolution planning

The Bank Recovery & Resolution Directive requires a
recovery plan and a resolution plan to be in place for
ABN AMRO. ABN AMRO submitted a reviewed and
updated version of its group recovery plan to the £ECB

in December 2018, The Single Resolution Board (SRB) el
has prepared a resolution plan for ABN AMRO. The SRB ‘§
has conciuded that the preferred resolution strategy s

for ABN AMRO is a Single-Point-of-Entry (SPE) strategy,
with ABN AMRO Bank N.V. as the resolution entity.
ABN AMRO expects to continue issuing external MREL-
eligible instruments through ABN AMRO Bank N.V.
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usiness ris

ABN AMRO manages business risk in order to preserve
its business earnings, independent of external or other
developments. Business risk management limits the
effects of changes in actual and forecasted business
earnings. Earnings are affected by various internal and
external factors, such as changes in client preferences,
competition, and economic and geopolitical developments
and regulations. We continually monitor and respond

to these factors.

The key criteria for classifying a risk as a business risk are:

» An event that leads to uncertainty in present or future
business earnings and/for franchise value;

» Changes of drivers of future business earnings
such as uncertainty in volumes, margins, fee and
commission rates and/or business expenses.

The bank mitigates sensitivity to business risk drivers
through management practices that address developments
in these drivers in an effective and timely manner.
Business risk is also mitigated by a capital buffer.

The bank’s strategy and business risk are related.

The strategy incorporates mitigation of uncertain events
and business risk drivers. Annual review of the strategy
ansures alignment with business risk developments.

To ensure that the bank’s strateqy is pursued and the
strategic goals are met in the long term, our business
plans and budgets take these strategic goals into account.

anagement

Economic capital for business risk

Economic capital is used to mitigate the negative effects
of unexpected business risk events. The economic capital
for business risk reflects the maximum downward deviation
of actual versus expected net operating profit in one year.

To determine the economic capital for business risk, a
combination of historical and forward-tooking scenarios

is collected from experts in each business line. These
scenarios determine the sensitivity of macroeconomic
variables or industry performance indicators to the business
lines” income. This sensitivity is used to determine the
volatility of income for each business line, as well as any
correlation between them. Based on the individual volatilities,
we use simulation to calculate bank-wide volatility.

et
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ustaina

ABN AMRO aims to make a positive contribution to
safeguarding human rights, health and safety, and the
environment through its financing and investment services.
We recognise, however, that in our roles as lender and
investor, the bank may be exposed to sustainability risks,
through the direct activities of our clients and the companies
in which we invest on behalf of our clients, and through
the activities performed in the value chains of these
companies. To manage these sustainability risks, we have
defined a specific risk appetite in line with the bank’s
moderate risk profile.

Sustainability visk policy framewark

ABN AMRO uses a sustainability risk policy framework
which is governed according to the bank’s three lines

of defence’ model. The policy framework covers activities
ranging from corporate lending and payment and
investment services to procurement, human resources
and product development.

Our sustainability risk policy framework is constantly
evolving: we develop new pclicies or adjust existing ones
based on feedback and input from stakeholders.

The bank’s Exclusion List was updated in December 2018.
It contains our 'red lines’, criteria we use to decide when
to engage with, or when 1o exclude, a client. in 2017, the
bank decided to stop lending to tobacco manufacturers.
In 2018, we decided to also exclude other companies

in the tobacco value chain when revenues from these
activities exceed 50% of the consolidated turnover.
Other exclusions were aligned with the existing relevant
internaticnal standards, such as CiTES and UNGPs, or
those formulated by UNESCO and tUCN. The separate
sector policies have been merged into one sustainability
risk policy with sector requirements. New chapters on
Chemicals & Pharma and Transportation were added

and the chapter on Metals & Minerzals has undergone

a comprehensive update. The human rights criteria ars
tailored to the salient issues in the sector.

Human rights

One of the focus areas of our sustainability risk policy
framework is managing human rights risks in accordance
with the UN Guiding Principles on Businass and Human
Rights. in line with these principles, we have integrated
human rights assessment criteria inte our lending,
investment and corporate procurement activities. Qur
focus areas are discrimination, privacy, labour rights and
land-related human rights.

In 2018, we contributed to working groups for the
implementation of the Dutch Banking Sector Agreement
on international responsible business conduct regarding
human rights. This sector agreement includes

iity risk management

commitments to achieve a material positive impact

for people (potentially) facing adverse human rights
impacts in connection with our products and services.
We organised human rights training sessions for
employees to better embed the understanding of human
rights risks and the leverage we can use, and thus prevent
or mitigate these risks. We prolonged our public-private
cooperation with the Inspectorate SZW and the University
of Amsterdam to proactively detect labour exploitation
using knowledge-sharing, data analysis, open-source
research and transaction analysis.

Ghent and investment management

Client acceptance is crucial to our approach to managing
sustainability risks. We have in place instruments to identify
potential breaches of our sustainability policies and we

do not do business with companies not willing or able

to run their business responsibly. Similar checks on
exclusicns and controversies apply tc the investment
universe provided to our clients via our investment services.

in corporate lending, the bank performs a sustainability
assessment for transactions entailing an increased
sustainability risk. This assessment is based on the ESE
standards in our sustainability risk policy framework and
focuses on our clients’ compliance, commitment, capacity
and track record in terms of managing its sustainability risk.
This means that we may decide to accept transactions
with a high sustainability risk profile, as long as our client
is capable of managing these risks and operates within the
limits of our sustainability sector policies and procedures.

in 2018, we continued to integrate this assessment into
our credit application systems by further implementing our
Global Sustainability Risk indicator (GSRi). Corporate and
institutional Banking started using this assessment tool

in the second quarter of 2018. We also introduced a

new dashboeard to provide clients with feedback on their
sustainability performance and opportunities for improving
their performance. Our ambition is to further develop the
GSRi tool 1o enhance the way we rate our clients’
sustainability performance and use the results for our
monitoring and repoerting, and to perform portfolio analysis.

Chisnt engagement

in order not to just manage risk, but also to use our leverage
to positively affect our relationships with our clients,
business partners and companies that clients can invest
in, we strive for an inclusive approach. Most companies
meet our sustainability policy requirements. in certain
instances, a company might not meet our requirements
{yet), either prior to or during the relationship. In these
cases wa enter into a dialogue with the company

in question.

b
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The goal of such a dialogue or engagement is to improve
the sustainability performance of our clients, so that they
- at the very least - meet ABN AMRO’s sustainability
standards. Underperfermers are not excluded immediately,
but they do have to be willing and able to enter into a
results-oriented process, as the success of engagement
depends on this commitment. We set a maximum term
within which improvements must take place. Typically,
this is three years, but in certain cases an extension is
possible — for instance when substantial improvements
have been made and full compliance is within reach;

the maximum term of engagement is always determined
on a case-by-case basis. Disengagement, although a last
resort, may be an outcome of the process.

Engagement is triggered by:

» for clients: actual or potential breaches of our ESG
risk policy framework;

» for companies in our investment universe: breaches
of the UN Global Compact. Investment universe
engagement is done in collaboration with Robeco,
untess the company is also our client.

Our engagement leverage for companies we finance
differs from companies our clients invest in. If we finance
a company, there is usually potential for direct engagement.
If not, or if for instance we are part of a loan syndicate
with other banks, engagement may be performed by a
third party. The engagement procedure is oversean by

a team from the refevant business line and the bank’s
sustainability advisors. Progress reports are drafted

on a guarterly basis and the Executive Board is informed
atleast once a year.

We encourage clients to address negative £ESG impacts.
However, we can rarely be sure there is a causal relationship
between engaging with our clients and the actions these
clients subseguently take to improve their management
of ESG issues. ABN AMRO is often one voice among

a diverse group of stakehclders who pursue the same
objective through different means. Where possible, given
client confidentiality and other constraints, we try to
cooperate with external stakeholders in order to maximise
positive impact.

Garbon accounting

Our policies and targets apply to the transition 1o a low-
carbon economy, and we also expect our focus on the
circular econemy and sustainable assets to have a positive
impact. At the end of 2018, we started a project designed
to make this effect more measurable.

We want to raise the energy parformance of all buildings
financed by ABN AMRO to energy fabel A (on average) by
2030. Our progress on this target is shown in the Strategy
& performance section. ABN AMRO wants to ensure
compliance with Dutch reguiations aimed at obtaining

at least energy label 'C" on all Dutch office buildings
by 2023. Qur progress is reported according to the PCAF
method for carbon accounting.

Together with other Dutch financial institutions,

ABN AMRO participates in the Platform Carbon
Accounting for Financials (PCAF). PCAF is part of the
Dutch Sustainable Finance Platform, which is chaired

by the Dutch central bank (DNB). PCAF's objective is

to improve carbon accounting by increasing transparency
and uniformity in carbon footprinting and target-setting

in the financial sector. PCAF intends to contribute to

the development of a harmonised framework for science-
based targets and has developed a methodology for
measuring the carbon footprint of investments and loans.
The methodology enables financial institutions to align
their portiolios better with climate scenarios.

g f\ﬁé‘i

Becommendations for climate-related

financia! disclosures

in September 2018 the Task Force on Climate-related
Financial Disclosures of the Financial Stability Board (FSB)
published its status report on the adoption of the TCFD
disclosure framework. This report concluded that the risk-
return profile of companies exposed to climate-related risks
may change significantly as a result of the physical impacts
of climate change, climate policy or new technologies.

in 2018, DNB performed an energy transition stress test
for the financial system in the Netherlands. The results
showed that in the event of a disruptive energy transition
the losses for financial institutions would be sizeable yet
manageable. To make them manageable, DNB advises
financial institutions to include energy transition risks in
their risk management policies. in addition, the European
Commission unveiled its strategy for a financial system
that supports the EU's climate and sustainable development
agenda. The Europsan Commission is developing guidelines
with regard to matters such as taxcnomy, EU labels for green
financial preducts and metrics for measuring progress
towards a low-carbon economy and will publish these
guidelines in the coming years. The EU non-financial
reporting directive is expected to be aligned with the
TCFD requirements (as part of the 2019 revision).

ABN AMRO supports the TCFD's recommendations and
believes their widespread adoption will lead to a more
informed diaglogue on climate-related risks and opportunities
for our clients, investors and other stakeholders.

TE]

The carbon accounting activities described in this report
(PCAF, carbon risk implementation), together with our
Carbon Disclosure Project (CDP) reporting on scopas 1
and 2 of our greenhouse gas emissions, constitute the
first steps ABN AMRO has taken towards implementing
the TCFD recommendations.
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Under Principle 1.4 (Risk management accountability) of
the Dutch Corporate Governance Code of December 2016,
ABN AMRO's Executive Boatd is requested to render account
of the effectiveness of the bank’s design and operation

of its internal risk management and control systems.

ABN AMRO's internal risk management and control is a

process effectuated by the Executive Board, management

and other personnel. it is designed to provide reasonable

assurance regarding the achievement of objectives

in the following categories:

» Effectiveness and efficiency of operations;

» Reliability of financial and non-financial information;

» Compliance with laws, regulations and internal policies;

» Safequarding of assets, and identification and
management of liabilities, and;

» Strategic and business objectives of ABN AMRO.

ABN AMRO's first and second lines of defence perform
their roles in risk assessmaents, stress tests, evaluations
of the operating effectiveness of controls, and reporting
on risk management and control. The concluding results
are reported in and discussed at senior management

level through Enterprise Risk Management reports.

Group Audit, as the third line of defence, evaluates both
the design and effectiveness of ABN AMROQ's governance,
risk management and control processes. Audit reports are
discussed with risk and process owners. The Chief Audit
Exacutive (or his deputy) attended the Exscutive Board
and/or Executive Committee meetings every quarter to
discuss the Quarterly Audit Opinions. The evaluation of
the adequacy of ABN AMRO's internal risk managemeant
and control systems was regularly discussed with

the Audit Committee, the Risk & Capital Committee

and the full Supervisory Board in 2018.

Based on the risk management processes, the Executive
Board of ABN AMRO Group N.V. makes the following
statements regarding internal risk management and
control, taking intc account ABN AMRO's strategy and
moderate risk profile:

» The Executive Board's report in ABN AMRO’s Annual
Report 2018 provides sufficient insights into any failings
in the effectivenass of the internal risk management
and control systems;

» The systems mentioned above provide reasonable
assurance that the financial reporting for 2018 does
not contain any material inaccuracies;

» Based on the current state of affairs, preparation of
the financiat reporting Tor 2018 on a going-concern
basis is justified (for more information, please refer
to note 1 of the Annual Financial Statements);

& The Executive Board's report states those material
risks and uncertainties that are relevant {o expectations
regarding ABN AMRO’s continuity for the period of
twelve months after preparation of this report.

Regarding internal risk management and control systems,

the Executive Board has identified the following external

factors as potentially having an impact on ABN AMRQO's

current business model:

& Limitations in the execution of the planned sustainable
growth strategies due to adverse macroeconomic
and monetary conditions (i.e. sustained low or negative
interest rates) and geopolitical uncertainty (such as the
impact of Brexit, trade tensions and sanctions).

& Various laws and regulations (revised or otherwise)
may have an impact on ABN AMRO's strategic position
and capital adeguacy.

These external factors may impact specific businesses

or business models, ABN AMRO's positioning vis-a-vis its
competitors (including fintechs, big techs and institutional
investors) or the level playing field in the financial sector,
thus hindering ABN AMRBRO in achieving its strategic goals.

Not being compliant with laws and regulations may

lead to reputational damage, fines and changes in

ABN AMRO's income and cost basis or endanger long-
term goals. Ensuring demonstrable compliance, both in
business-as-usual activities and in line with changas in
regulatory requirements, requires robust risk governance
and a substantial share of the bank's resources.

Specific areas where the risk of non-compliance with

regulations requires substantial efforts by the bank are:

& Customer Due Diligence/KnowYourClient,
Anti-Money Laundering (AML) and CounterTerrorism
Financing (CTF)
Given the increased regulatory attention and
requirements for the prevention of anti-money
laundering and the regulatory and self-identified
shortcomings in AML-CTF and CDD/KYC processes
that are currently subject to improvement programmes,
further significant management attention for COD/KYC
and for improvements of the AML control framework
will be required.
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s Model risk Management
Given concerns around the quality of historic data used
for model development, the knowledge and awareness
of model use within the user environment and the
maturity of the model landscape and oversight, model
risk is elevated. Management has initiated several
programmes to address the issues in conjunction with
requirements following from upcoming regulations
and heightened requlatory expectations, e.g. in relation
to Regulatory Technical Standards, new Definition
of Default and feedback from Targeted Reviews
of internal Models.

In addition to the significant programmes that are in place,

the above mentioned regulatory compliance risk is
mitigated by sustaining and enhancing staff awareness
with regard to regulatory programmaes through ongoing
training and presentations. Additional staff and budget
have been made available to address regulatory change
initiatives. Executive management closely monitors the
progress of remediation programmes.

The Executive Board has identified and agreed upon the
following areas of improvement, which are being actively
managed by senior management:

» The bank has to meet requirements in the field of
data aggregation and risk reporting which requires a
substantial effort. These aspects of data management,
combined with issues around data quality and data
knowledge, may result in suboptimal decision making
and business process execution, as well as elevated
model risk and missed opportunities in the application
of new technologies. Afthough progress has been
made in many areas, the initiatives still require a
multi-year approach in order 1o reach the desired lavel.

» The bank values its Duty of Care towards its clients
and will continue to do so. It has programmes in place
to address issues around products sold in the past,
such as SME derivatives.

& The complexity, accumulation and interdependencies
of the various transformation programmes, the fixing
of the foundations of the bank’s {T systems, and
various regulatory and organisational changes, entail
a risk that building blocks may not be in place within the
agreed timeframes. This may result in extra costs and
potentially in falling behind new entrants not subject to
comprehensive regulation. Alignment of these changes
and their interdependencies is a key attention point.

& The continued increase and professicnalism of external
crime threats may expose the bank and is clients
to cyber fraud attacks, ATM attacks, loan frauds and
{T disruptions. Defence mechanisms against cyber
threats are continually being upgraded. ABN AMBRQO has
intensified cooperation with crime-fighting authorities
and is working with authorities and other banks in
these areas of attention.

& As a result of the accelerated use of {public) cloud
providers and the Revised Payment Services Directive
(PSD2), growing amounts of privacy-sensitive or
confidential data will be stored outside the bank.

This may impact the bank’s ability to moniter the
risk of data leaks and compliancy with the General
Data Protection Regulation (GDPR). ABN AMRO is
continually strengthening its data leak prevention
tools and controls, both internally and in liaison with
externat parties involved in processing and storing
data elements.

& The ability to attract, train and retain gualified
professicnals and new talents remains a point of
attention, as this will enable the achievement of
the strategic goals. This risk is mitigated by several
programmes that focus on strategic workforce
management, culture & leadership, the use of
self-steering methods and employer branding.

Due to inherent limitations, ABN AMRC's internal

risk management and control systems do not provide
complete assurance on the realisation of business
objectives, and cannot at all times prevent inaccuracies,
fraud and non-compliance with rules and regulations.

g f\ﬁé‘i
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ABN AMRO continually works to maintain a moderate risk
profile. We monitor risk against our risk appetite and
actively manage the balance sheet composition to this end.

Risk profife assossment
Periodically, ABN AMRQ assesses its risk profile in
conjunction with the bank’s risk appetite and strategic
risk appetite (SRAS). The five elements of the SRAS ensure
a coherent balance between sustainable return and value
creation, our business model, capital, and liquidity &
funding, taking into account a sound conduct, governance
and control framework. This assessment is discussed
in the Executive Board and Supervisory Board. Based on
this assessment we cenclude:
& Business modsl, return and value creation
There is a focus on healthy return by maintaining
long-term risk adjusted return on equity above 10%.
Limitations in the execution of the planned sustainable
growth strategies due to adverse macro-economic
and menetary conditions (i.e. sustained low/negative
interest rates) and geopolitical uncertainty (such as
the impact of Brexit, trade tensions and sanctions)
could impact global trade, thus increasing the risk for
current business and aflecting cur margins/revenuas.
» Gapital, Llguidity & Funding
Comfortable buffers are in place to meet capital and
iquidity requirements from a regulatory and internat
(e.g. economic capital) perspective. in addition, stress
testing indicates sufficient buffers are in place for times
of stress.
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~ Condust, Governance and Control Framework

Capital buffers are in place to cover non-financial

risks. in managing these risks, we face challenges

regarding our ability to fully comply with all regulatory

requirements in 2019. Specific areas where the risk of

non-compliance with regulations requires a substantial

effort from the bank are:

t Customer Due Diligence/KnowYourClient, Anti-Money
Laundering (AML) and CounterTerrorism Financing (CTF);

= Model management.

Regulatory compliance risk is mitigated by ensuring staff
stays aware of regulatory programmes through ongoing
training and presentations. Furthermore, additional staff
and budget have been made available for regulatory
change initiatives.

in addition, the bank has to meet requirements in the field
of data aggregation and risk reporting which requires a
substantiat effort. These aspects of data management,
combined with issues regarding data quality and data
knowledge, may result in suboptimal decision making and
business process execution, as well as elevated model
risk and missed opportunities in the application of new
technologies. Although progress has been made in many
areas, the initiatives still require a multi-year approach in
order to reach the desired level. Given the balance of the
risks and mitigating actions that we have in place, our
current risk profile is considered moderate.
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Halance shest composition

ABN AMRO is mainly active in the Dutch market and in
international operations where we have specific expertise
and hold leading positions in selective activities.

Halance sheet composition a1 31 Becewber 2018
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The balance sheet composition reflects the bank’s

moderate risk profile. Some characteristics that limit risk

in the balance sheet are:

» Loan portfolio matched by deposits, long-term debt and
aquity;

& Strong focus on collateralised lending;

» Limited market risk and trading portfolios;

» Moderate risk delivering attractive results and high
capital returns of at least 10%;

» Strong capital positions reflected in a CET1 ratio
of at least 13.5%% and a leverage ratio of at lsast 4%;

& Strategic focus on limiting LD ratio by diversifying
the funding structure and maintaining LtD at < 125%;

» Sufficient liguidity buffers to survive 8 months of
severe stress.
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Total loans and advances, gross excluding fair value adjusiments

- of which Banks

- of which Residential mortgages
- of which Consumer loans

- of which Corporate foans'

- of which Other loans and advances — customers’?
On-balance sheet maximum exposure to credit risk

Total Exposure at Default (EAD)
- of which Retail Banking

- of which Commercial Banking

- of which Private Banking

- of which Corporate & Institutional Banking

- of which Group Functions
Credit quality indicators®
Forbearance ratic

Past due ratio

Stage 3 Impaired ratio*
Stage 3 Coverage ratio?

Cost of risk {in bps)
Regulatory capital

Total RWA

- of which Credtt riske

- of wihich Operational risk

- of which Market risk

Total RWA/total EAD
Liquidity and funding indicators
Loan-to-Depasit ratio

LCR

NSFR

Capital ratios
Fully-loaded CET1 ratio
Fully-loaded leverage ratio®

277307
8,122
148,791
12,263
92,832
18,587
377,046
403 565
169,971
52,561
19,626
80,325
81,092

2.2%
1.3%
2.2%
31.6%
24

105,291
84,701
19,077

1,612
26.1%

M%
>100%
>100%

18.4%
4.2%

284,337
10,671
150,562
12,426
94,220
16,459
385,546
383,586
173,365
50,101
19,963
77769
72,399

27%
14%
2.5%
33.0%
-2

106,157
84,141
19,626

2,391
270%

112%
=>100%
=>100%

177%
41%

' Exciuding loans and advances measured at fait value through P&L

2

1

5

Other loans and advances customers consists of Govemment and official institutions, Financial 1ease receivables and Factoring.

Loans and advances tustomers measured at amortised cost only.
The 31 December 2017 amounts are based on 1AS 33 figutes and therefore do not have stage information. The impaired ratio per 31 December 2017 has been compared with the tFRS @

stage 3 ratio.

Annualised impairment charges on loans and advances — customers for the period divided by the avetage |oans and advances — customers on the basis of gross carrying amount and

exchuding fair value adjustment from hedge accounting.

BWA for credit value adjustment (CYA} is included in creditrisk. CYA per 31 December 2018 is EUR 0.5 billion (31 December 2017 EUR 0.7 billion).

2018
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Key Hgures par business ssgmant

31 December 2018

Corporate &

Commercial Private Institutional Group
{in millions} Retail Banking Banking Banking Banking Functions Total
Totat assets 155,728 43,642 17,661 74,455 89,807 381,285
Total Exposure at Default 168,971 82,551 19,626 80,328 81,082 403,565
RWA
Credit risk' 21,884 24,104 6,576 28,414 2,724 84,701
Dperationat risk 5,700 2,232 3,268 4,984 1,892 19,077
Market risk 1,612 1,612
Total RWA 27,584 27336 9,844 35,010 5,617 106,391
Total RWA/Total Exposure at Defauit 16.2% 52.0% 50.2% 43.6% 6.9% 26.1%
Economic capital
Credit risk 2,154 1,841 497 2,440 1,018 7952
Operational risk 322 184 180 278 194 1,098
Market risk 47 2,629 2,676
Business risk 263 282 448 7
Other risk types? 171 46 48

2018
Average RWA 26,916 25,128 9,341 37,658 6,348 105,381
Cost of risk {in bps)® -1 60 2 70 24

RWA for credit value adjustment (CYA} is included in credit risk. CVA per 31 December 2018 is EUR 0.5 billion {31 December 2017 EUR 0.7 billion)

Other risk types include own funding spiead risk, equity risk and property fisk.

Annualised impairment charges on loans and advances — customers for the period divided by the avetage |oans and advances — customers on the basis of gross carrying amount
and excluding fait value adjustment from hedge accounting.

31 December 2017

Corporate &
Commercial Private Institutional Group
i i ! "

Total assets 158,123 41,840 21,162 80 91,476 293,171
On-halance sheet maximem exposure to

credit risk 168,751 40,387 17,366 79,086 89,956 385,546
Total Exposure at Default 173,365 50,101 19,963 77,769 72,399 393,596
RWA
Credit risk' 22,258 21,471 6,273 30,560 3579 84,141
Operational risk 5,336 3,433 3,160 4,787 2,910 19,626
Market risk 2,391 2,391
Total RWA 27594 24,964 9,433 EYAEN 6,489 106,157
Total RWA/Totat Exposure at Defauit 15.9% 48.7% 473% 48.5% 9.0% 27.0%
Economic capital
Credit risk 2,011 1,881 473 2,562 966
Operational risk 342 232 210 304 194
Market risk 2,847
Business risk 312 282 262 453 7
Other risk types? 180 37 143 104

2017
Average Risk exposure amount 28,187 23,118 8,094 36, 7.149 105,038
Cost of risk {in bps) -6 -44 -5 38 -2

RWA for credit value adjustment (CYA} is inciuded in credit risk. CVA per 31 December 2018 is EUR 0.5 billion {31 December 2017 EUR 0.7 billion)

Other risk types include own funding spread risk, equity risk and property tisk.

Annualised impairment charges on loans and advances — customers for the pesiod divided by the average loans and advances — customers on the basis of gross carrying amount
and excluding fair value adjustment from hedge accounting.

2018
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Portfalic review

Total loans and advances decreased to EUR 277.3 billion
(31 December 2017: EUR 284.3 billion). The decrease was
visible in all sub-portfolios. Residential mortgage portfolio
decreased to EUR 148.9 billion (31 December 2017:

EUR 150.6 billion) mainly as a resuit of redemptions
outweighing new mortgage production. Corporate loans
decreased as a result of declining professional lending
activities, mainly related to the Clearing business.

Exposure at Default

EAD increased to EUR 403.6 billion (31 December 2017:
EUR 393.6 billion). The increase was primarily the result of
higher volumes with central banks within Group Functions
and business growth within both CIB and Commercial
Banking. This was partly off-set by lower business
volumes within Retail Banking.

Regulatory capital

Total RWA decreased to EUR 105.4 billion

(31 December 2017: EUR 106.2 billion), driven by
market risk and operational risk, which was partly
offset by credit risk. The decrease in market risk was
attributable to updated market risk models combined
with a reduction of positions. Credit risk showed a
smaller increase as higher RWA due to TRIM and model
reviews was partly off-set by business movements

and asset guality developments (e.g. lower loan balances
post impairments, improved credit ratings).

Eeensmle Gapital

Economic capital (EC) decreased to EUR 15.0 billion

(31 December 2017: 15.2 billion), driven by lower market
risk in the banking book EC (EUR 0.2 billion) and a
decrease in operationat risk EC (EUR 0.2 billion), which
was offset by an increase in own funds liquidity risk EC
(EUR 0.2 billion). Credit risk EC remained fairly stable

at EUR 8.0 billion (3% December 2017: EUR 7.9 billion).

The decrease in market risk in the banking book EC and

the increase in own Tfunds liquidity risk £EC was driven by
asset liability management. The decrease in operational

risk EC resulted from model updates. The small increase
in credit risk £EC related to Retail Banking.

Becent developments

The ocutcome of the Brexit negotiations is still uncertain
while the deadline is approaching. Our base case scenario
is still that there will not be a no-deal Brexit. As a European
bank, headgquartered in Amsterdam, we have the resources,
infrastructure and contingency plans in place to ensure
the continuity of our services to clients in Europe and

beyond, whatevar the outcome of the EU/UK negotiations.

ABN AMRO's direct exposure to the UK is limited.

We have conducted a review of our clients with exposure
to the UK and have concluded that the direct exposure

of our clients is limited as well. ABN AMRO remains
committed to minimising any disruption Brexit may cause
for its clients, its activities and its staff. The impact of any
macro-economic consequences in the event of a no-deal
Brexit are uncertain. It is therefore difficult to assess the
indirect impact of Brexit on our clients and value chains.

Credit guality indicators

The credit quality indicators were impacted by the write-
off (EUR 0.4 billion) of a large part of the fully provisioned
Madoff file and by additional impairments for specific
clients in specific sectors. The write-off relating to Madoff
was recorded as all possible means of recovery had been
exhausted. Besides these developments, the credit guality
indicators performed well, in line with the performance of
the Dutch economy and housing market.

The forbearance ratio decreased as more clients
completed their probation period (i.e. were no longer
forborne), write-offs were recorded and to a lesser extent
repayments were made. The impaired and coverage ratio
decreased further as a result of clients returning to the
performing portfolio and write-offs. in addition, the past
due ratic decreased compared with yearend 2017

Cast af risk

The cost of risk increased to 24bps for 2018 (2017: -2bps),
mainly driven by the CB and CiB portfolios. The increase
in the CB portfolio related to industrial goods and services,
healthcare and the shipping industry. The CiB portfolio
showed higher impairments, primarily related to the
energy-offshore, diamonds and shipping industries, which
wera mainly the result of additional impairments for
existing impaired clients. In 2017, impairment charges
benefited from significant model releases for SME lending
and IBN! releases. For more datails on impairments,
please refer to the loan impairment charges and
allowances paragragh.

Liquidity and funding

The LtD ratio decreased to 111% at 31 December 2018
(31 December 2017: 112%]), mainly due to a EUR 1.8 billion
decline in the residential mortgage book and a

EUR 1.7 million decline in corporate loans.

Reparting scops sk

The below table gives an overview of the figures reported
in the Consolidated balance sheet (net), while the figures
reported in the Risk management section are gross and
exclude fair value adjustments.

b
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{invmilfions}

31 December 2018

3t December 2017

Gross carrying
amount

Loan
impairment
allowance

Carrying
amount

Gross carrying
amount

Loan
impairment
allowance

Carrying
amount

Loans and advances banks 8,133 g 8124 10,871 7 10,668
Residential mortgages 150,892 108 150,784 152,825 134 152,691
Less: Fair value adjustment from hedge

accounting on residential mortgages 2,101 2,101 2,264 2,264
Residential merigages,
excluding fair value adjustments 148,791 108 148,683 154,562 134 154,428
Consumer lpans 12,263 318 11,945 12,426 304 12,122
Corporate loans 93,603 1,759 91,845 95,645 1,871 93,674
Less: Fair value adjustment from hedge

accounting on corporate loans 1,071 1,071 1,425 1,425
Corporate loans, excluding fair value
adjustments 92,633 1,759 90,774 94,220 1.871 82,250
Corporate loans at {air value
through P&L 783 783
Other jcans and advances customers' 15,600 75 15,525 16,470 51 16,418
Less: Fair value adjustment from hedge

accounting on other joans and advances

customers 12 13 11 K
Gther loans and advances
customers, excluding fair value
adjustments' 15,587 75 15,512 16,458 51 16.407
Other loans at faly value thyough P&L 5 5
Total foans and advances customers,
excluding fair value adjustments 269,961 2,260 267,701 273,666 2.460 271,206
Fair value adjustments on

Loans and advances customers 3,188 2,185 3,700 3,700
Total loans and advances customers 273,146 2.260 270,886 277368 2,460 274,908
Total foans and advances,
excluding fair value adjustnents 278,094 2.269 275,825 284,337 2.467 281,871
Total fair value adjustments on

Loans and advances 3,188 2,185 3,700 3,700

Other

6

102,284

107600

Total assets

2,275

381,295

393,171

! Qther loans and advantes customets consists of Govermnment and official institutions, Financial iease recelvables and Factoring.

et
et
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Gash and balances at central banks 34,371 28,783

Financial assets held for trading 435 1,600

Less: equity securities 19 111

Financial assets held for trading 476 1.488
Derivatives 6,191 9,825
Financial investments 42,184 40,964

Less: equity instruments 438

Less: private equities and venture capitat 419 509

Less: Equity securities 579 63

Financial investments 41,187 38,854
Securities financing' 12,375 15,686
Loans and advances banks 8,124 0,665
Loans and advances customers 270,886 274,906
Dther assets'’ 3,904 3,790

Less: Other 467 450

Qther assets 3,436 3,240
Gn-halance sheet maximum exposure to credif risk 377046 385,548
Off-balance shest

Committed credit facifities? 61,166 55,295

Guarantees and other commitments 15,241 16,165

Revocable credit facilities 49,001 50,322

GH-balance sheet credit facilities and guarantess

Adjustments on assets® -1,466 El

Vaiuation adjustments* 16,756 6,127
Dffsetting and netting -19,510 26,470
Off-balance sheet credit faciities and guarantees -125,409 -121,782

Off-baiance sheet exposure fraction expected to be drawn
prior to default (Credit Conversion Factors) 28,384

Credit risk RWA/Total Exposure at Default 21.0% 21.4%

! ABN AMRQ classified alt unsettled securities wansactions as other assets and other fabilities, previously these were included in securities financing
Comparative figutes have been adjusted

! Comparative figutes have been sestated. Please tefer to note 1 of the Annual Financial Statements.

! Main adjustments on assets refate 1o equity instruments, selected financial assets held for trading and fair value adjustments from hedge accounting.

* Adjustments on vaiuation include loan impairment aliowances.

The table above shows the maximum exposure to credit
risk and reconciliation with the total exposure at defauit.

g
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Overall credit risk EAD and BWA Audien t T0TE 14 TEDTE 5 (0T 280

31 December 2018

Netting/
Original  Exposure
Exposure at  atDefault  Exposure

RWa/
Exposure

Befault mitigation®  at Default - of which: RWA  at Default
Securities
financing
Derivatives  transactions

{in milfions}

Credit risk IRB

Central governments and central banks 68,928 -2,898 71,827 276 128 694 1.0%
Institutions’ 15,971 1,700 14,211 284 2652 2,000 14,1%
Corporates 210,887 88,746 122,141 2,237 1,086 43,691 35.8%
Retait 183,143 §,110 176,033 19,464 11.1%
- of which secured by immovable property 162,174 1,028 162,146 18,097 9.2%
- of which gualifying revolving exposures 11,198 6,066 5,132 1,898 370%
- of which ather retail 8,771 1,016 7755 2,470 31.9%
Credit valuation adiustment 497

Securitisation positions 415 415 21 T4%
Subiotal 478,284 956567 383,627 3,996 3,867 66,377 17.3%
Equities not held for trading 942 942 3,942 418.4%
Other? 035 035 8,344

Cradit risk 84

Central governments and central banks 5,549 -28 5,577 26 0.0%
Institutions' 6,146 20 6,126 2,183 1,946 167 2.7%
Corporates 4,502 1,683 2,813 2,719 88.7%
Retait 4,818 3,409 1,409 1,085 74.8%
Covered bonds

Secured by mortgages on immovable property 770 128 641 229 35.7%
Exposures in default 126 82 44 58 129.6%
Subtotal 21,912 5,302 16,610 2,220 1,946 4,227 25.4%
Other? 1,351 1,381 810 60.0%

! Institutions inctude exposutes 10 banks and iavestment undertakings, regional govemments and incal authorities, and pension funds.
! Qther includes default fund contribution {DFC} under the IRB approach and non-credit obligation assets under the 1RB and Standardised Approach.

! Consists mainly of netting, secured funding frades, guarantees, credit conversion factors and impai under the Standardised Approach.
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Overall credit risk EAD and RWA

Credit risk IRB

ECTF 1511 EOTF
31 December 2017
Netting/
Original  Exposure RWA/
Exposure at  atDefault Exposure Expostire
Default mitigation® at Default - of which: RWA  at Defauit

Securities
financing

Central governments and central banks 60,358 -4,698 65,067 267 108 1,166 18%
Institutions' 18,546 3,604 14,947 2,219 1,647 2,642 177%
Corporates 206,697 89,752 115,944 2,667 1,065 47012 40.5%
Retaif 186,472 8,467 178,008 21,909 12.3%
- of which secured by immovable property 165,530 1,204 164,386 16,979 i0.3%
- of which gualifying revolving exposures 11,653 5,078 5576 2,188 39.2%
- of which other retail 9,229 1,185 8,043 2,742 34.1%
Credit valuation adiustment 742
Securitisation positions 4 4

Subiotal AT1078 7125 373,953 5,153 2,818 73471 19.6%
Equities not held for trading 1,006 1,006 4,534 450 6%
Other? 1,194 1,194 1,695

Cradit risk $A

Central goveraments and central banks
Institutions’

Corporates

Retait

Covered bonds

Secured by mortgages on immovable property
Exposures in defauit

Subtotal

Other

4,927 -2 4,958
5,960 56 5,894
4,412 1,047 2,465
5,349 4,201 1,147

778 56 720
578 539 40

23,003 8,773 16,224

1,219 1,219

23
1,596

1624

! Institutions inctude exposutes 10 banks and iavestment undertakings, regional govemments and incal authorities, and pension funds.
! Qther includes default fund contribution {DFC} under the IRB approach and non-credit obligation assets under the 1RB and Standardised Approach.

! Consists mainly of netting, secured funding frades, guarantees, credit conversion factors and impai

BWA How statement oredit risk
{in Tab

6,620

under the Standardised Approach.

84,701

3% Deversber
087

Business
volurme

changes

3} December
2H8

Wodgl Oiher

17
3,017

2024

189
2,377
857

257
50
3731
710

0.0%
2.7%
96.5%
74.7%

35.7%
126.3%
23.6%

58.3%

e
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Total Credit RWA increased to EUR 84.7 billion

(31 December 2017: EUR 84.1 billion). The RWA
increase is mainty explained by model changes driven
by TRIM and model reviews. This increase was primarily
off-set by the category Other, which includes higher

Credit quality by exposure class

collateral values in Retail Banking and asset guality
developments (e.g. lower loan balances after impairments,
improved credit ratings) primarily in CiB. Lower business
volumes in primarily CIB and Retail Banking also offset
the increase in RWA.

31 December 2018

{nmillions, Exposure atBe

Central governments and central banks

Institutions’

Corporates

Retait

- of which secured by immovable property
- of which qualifying revolving exposures
- of wiich other retail

Securitisation positions

ault) {nvestment

Sub-investment

rade Total
71,662 175 71,827
12,222 979 14,211
51,415 66,146 4,580 122,141
150,581 23,21 1,241 175,033
143,708 17549 889 162,146
2,621 2,347 184 8,132
4,242 3,314 198 7,755
415 415

31 December 2017

Investment grade

Central governments and central banks

Institutions’

Corporates

Retait

- of which secured by immovable property
- of which gualifying revolving exposures
- of which other retail

Securitisation positions

Sub-investment

grade Impaired Total

64,747 308 65,057
13,903 1,037 2 14,942
45,054 65,932 4,959 115,244

154,666 21,838 1,501 178,005
147,156 16,154 1,077 164,386

2,751 2,644 180 5,576
4,758 3,041 244 8,043
4 4

! Institutions inctude exposutes 1o banks and investment undertakings, regional govemments and incal authorities, and pension funds.
¢ Exposure at Default does not include EAD calcudated for equities not held for rading and other non-credit obigations.

! Exposure at Default does not include EAD calculated for other non-credit obligations.

The credit quality of our portfolio improved marginally,
mainly due o an increase in investment grade exposure
and a decline in impaired exposure. The increase in
investment grade exposure was mainly attributable to
governments and central banks, primarily as a result of
higher volumes with central banks within Group Functions.
In addition, corporates contributed to the higher investment
grade portfolio. The decline in impaired exposure was
mainly attributable to write-offs, repayments and to a
lesser extent clients returning to the performing portfolio.

Credit quality by internal rating scale mapped to stages

The following tabie presents the gross carrying amount
of loans and the contractual amount of undrawn loan
commitments, classified by internal rating and risk stage.
in order to classify a client as stage 2, several qualitative
triggers are needed, which are not necessarily dependent
on internal ratings. Relerence is made to the credit risk
management section for more information on internal
ratings and stage determination.

2018
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31 December 2018

{in milfions} PD scale
; -

Stage 3 Total

Mortgages

0.0000 - < 0.0346
0.0346 - < 0.1265
0.1265 - < 0.4648
0.4648 - < 2.2249
2.2249 - < 19.9706
19.9706 - < 100
100

L

9,827 9,827
61,968 g 61,976
56,876 61 56,998
12,258 252 12,711
3,165 2,069 5,234
142 199 342
763 763

Conswmer loans

0.0000 - <0.0346
0.0346 - < 0.1265
0.1265 - < 0.4648
0.4648 - < 2.2249
22249 - < 19.9706
19.9706 - < 100
100

L I R

1,477 1 1,478
1,705 12 1,718
2,885 112 2,997
2,654 257 2,910
898 505 1,402
150 126 276
481 481

Corporate ioans

0.0000 - < 0.0346
0.0346 - < 0.1265
0.1265 - <0.4648
0.4648 - <2.2249
2.2249 - < 19.9706
19.9706 - < 100
100

7317 1 7,317
8,490 31 8,521
18,949 750 19,699
25,687 2,684 28,241
5,432 4,300 9,732
2,687 299 4,586

Other loans
0.0000 - <0.0346
0.0346 - < 0.1265
0.1265 - < 0.4648
04648 - < 2.2249
2.2249 - < 19.9706
19.9706 - < 100
100

12,947
7468 14
5,789 20
5,659 272
1,507 458
619 32

Loan commitments and
financial guarantee contracts

0.0000 - < 0.0346
0.0346 - <0.1265
0.1265 - <0.4648
0.4648 - < 2.2249
2.2249 - < 19.9706
19.9706 - < 100
100

8,015 4 8,019
15,420 48 18,467
19,497 299 19,796
17,926 1,262 19,289

1,968 1,078 2,045

4,490 189 4,679

180 180

Total

0.0000 - < 0.0346
0.0346 - < 0.1265
0.1265 - <0.4648
0.4648 - <2.2249
2.2249 - < 19.9706
19.9706 - < 100
100

40,583 6 40,589
95,051 ik 95,164
103,997 1,242 105,240
76,284 4,899 81,182
12,970 8,410 21,280
9,088 1,445 10,524

6,066

! Includes Banks, Secusities financing, Government and official institutions, Financial lease receivables and Factoring.

g
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The largest part of our portfolio is classified in the lower
range of stage 1, and to a lesser extent in the mid-range
of internal ratings. UCR 6+ is the default rating for clients
that are, for example, being revised until a new rating is
available. This applies to the majority of the data presented
in UCR 6+.

Stage 2 accounts for around 5% of the total portfolio and
spread in the mid-range of internal ratings. Further details
on credit impaired exposures, stage 3, are given in the
coverage and impaired paragraph.

Credit risk cencenfration A
Geagraphic concenstration
Geographic concentration by EAD | Audicd.

The consolidated exposures in the table below have been
classified by the geographical regions where clients are
domiciled. The bank monitors and manages country risk
based on the country at risk. The country at risk may be
different from the country of domicile, for example if the
bank finances a project in a country other than the country
in which the borrower is domiciled. The bank actively
manages and monitors the development of its country
risk exposures,

31 December 2018

Central governments and central banks 40,352
Institutions’ 2,857
Corporates 65,141
Retait 174,228
- of which secured by immovable property 161,578
- of which qualifying revolving exposures 5072
- of which ether retail 7575
Securitisation positions 415

Total

8,948 1,572 872 71,827
1,412 1,228 524 14,211

9,622 7184 10,108 122,141

53 82 62 175,023

a7 72 48 162,146

50 2 2 5 5,132
159 3 g g 7755
415

2,860

Tota

11,269 810 501 16,610

Percentage of tofai

71.7% 17.8% 4,9% 2.6% 3.0% 100.0%
31 December 2017
The Netherlands Rest of Europe USA Asia  Rest of the world Total

Central governments and central banks 36,540
Institutions' 3,603
Corporates 64,146
Retait 177163
- of which secured by immovable property 163,813
- of which gualifying revolving exposures 5,512
- of which other retail 7838
Securitisation positions 4

22,405 2,728 2,456 928 65,057
6,459 2,063 2,238 589 14,942
26,953 6,866 7376 10,604 115,244
634 45 101 62 178,005
400 40 89 44 164,386
54 2 2 6 5,576

180 3 10 1 8,043

4

Total SA*

354 306

72.8%

Percentage of totat

17.4% 3.4% 3.2% 3.2%

! Institutions inctude exposutes 1o banks and isvestment undertakings, regional govemnments and focal authorities, and pension funds.
! Total Exposute at Default does not include EAD calculated for equities not held for trading and other non-credit obligations.

! Exposure at Default does not incude EAD calculated for other non-credit obligations.

The bank'’s portfolio is largely concentrated in the
Netherlands (71.7%). The exposure at default in the
Netherlands increased to EUR 286.9 billien (31 December
2017: EUR 284.0 billion), mainly as a result of an increase
in central governments and growth in deposits with central
banks. The increase in exposure at default in the corporates
exposure class reflects business developments at
Commercial Banking in Europe and at CiB in Europe and US.

Industry concentration

ABN AMRO applies industry concentration limits in line
with the industry Classification Benchmark (ICB). In the
exposure table, non-material industry clusters are aggregated

under Other. industry concentration limits are established
in the bank’s risk appetite, where the thresholds for

concentrations are based on relative risk, the importance
of the industry to the Dutch economy and expert cpinion.

industry concentration is presented both in terms of the
original obligor and in terms of the resultant obligor. The
original obligor is the counterparty with whom ABN AMRO
has the originat contractual relationship, often referred to
as the borrower. The resultant obligor is the counterparty
bearing the ultimate credit risk, often referred to as the
guarantor. The industry classification of the original obligor
may differ from that of the resultant cobligor, for example
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in the real estate, healthcare and public administration
sectors. While government-guaranteed exposures are
included in the applicable industry in the original obligor

industry concentration by FAR %

view, these exposures are included in public administration
in the resultant obligor view, as they concern government-
related exposures.

31 December 2018

Exposure at Default
{ariginal obligor)

{in miltions, Exposure at Default)

Industry sector

Percentage
of total

Exposure at Default
{resultant obligor)

Percentage
of total

Banks 14,629 3.7% 14,280 3.6%
Financial services' 20,660 5.2% 20,730 5.2%
Industrial goods and services 26,514 6.6% 26,114 6.5%
Real estate 15,800 4.0% 14,272 3.6%
0if and gas 18,711 3.9% 14,789 3.7%
Food and beverage 18,436 4.6% 18,221 4.6%
Retait 6,682 1.7% 8,687 1.7%
Basic resources 5,179 1.3% 5,087 1.3%
Healthcare 4,862 1.2% 4,814 1.2%
Construction and materiais 4,545 1.1% 4,418 1.1%
Other? 20,224 5.1% 22,302 5.6%
Subtotal Industry Classification Benchmark 153,344 38.3% 151,665 379%
Private individuals {non-Industry Classification Beachmark) 178,788 43.9% 178,786 43.9%
Pablic administration {non-Industry Classification Berchmark) 71,107 17.8% 72,786 18.2%
Subtetal pon-lndustey Classification Benchmark 246,893 61.7% 248 572 62.1%

1

Financial services include asset managers, credit card companies and providets of personat financial services and securities and beokers.
Other includes traved and feisure, utilities, personal and household goods, media, technology, automobile and parts, chemicals, telecommunication and insurance, in addition to unclassified.
Exposure at Default does not include EAD calculated for equities not held for trading and other non-credit obigations.

31 December 2017

{in millions, Exposure at Default]

Industry sector

Exposure at Default
{original obligor)

Percentage
of total

Exposure at Default
{resultant obligen)

Percentage
of total

Banks 19,577 5.0% 18,123 46%
Financial services' 17454 4.5% 16,073 4.1%
Industrial goods and services 24,978 6.4% 24,8268 6.4%
Reai estate 14,989 3.8% 13,215 34%
Oif and gas 15,264 3.9% 15,166 3.9%
Feod and beverage 17,283 4.4% 17,191 4.4%
Retait 6,568 17% 6,533 17%
Basic resources 4,792 12% 4,783 1.2%
Healthcare 4,879 1.3% 4,800 1.2%
Construction and materials 4,413 11% 4,363 11%
Other 18,788 4.8% 20,697 5.3%
Subtotal Industry Glassification Benchmark 148,896 38.2% 145,676 373%
Private individuals {non-Industry Classification Benchmark) 178,903 45,9% 178,903 45.9%
Public administration {non-Industry Classification Benchmark) 62,277 16.0% 65,597 16.8%
Subtotal non-industry Glassification Benchmark 241,181 81.8% 244,501 62, 7%

! Financial services include asset managers, credit card companies and providets of personal financial services and securities and brokers.

! Other includes traved and leisure, utilities, personal and household goods, media, technology, automobile and parts, chemicals, telecommunication and insurance, in addition to
unciassified.

I Exposure at Default does not include EAD calculated for equities not held for trading and other non-credit obfigations.

Credit risk exposures in EAD primarily related to private
individuals (non-iCB), mainly for residential mortgage loans
and, to a lesser extent, consumer loans. Private individuals
decreased modestly to EUR 175.8 billion at 31 December
2018 (31 December 2017: EUR 178.9 billion) in the resultant

obligor view. The increase in EAD is mainly explained by
an increase in public administration (non-tCB) due to higher
volumes with central banks within Group Functions.
Positions in banks decreased while positions in financial
services increased.

2018
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Credit risk mitigation | AR . The NCV is approached by an average recovery rate
Offsetiing, netting, collateral and gusrantess observed for the specific type of collateral and, where
applicable, by applying haircuts, for example in the event
Ccllateral reporting is based on the net collateral vatue (NCV).  of currency mismatches. Surplus collateral is the amount
The NCV is a conservative value and represents the amount  of overcollateralisation, calculated on an individual basis.
the bank expects to recover from the collateral pledged A surplus for guarantees is not inciuded, as the debtor
to the bank should the client default. Where necessary, can only be liable for the maximum debt.

certain discounts are applied.

d 0 COTE 30

Financial assets: offsetting, netting, collateral and guarantees |

31 December 2018

Dffset in the statement Not offset in the statement Net
of financial position of financial position  exposure
Carrying  Balance
amonnt sheet Master Financial Other
hefore netting netting instri-  Property collateral Surplus
batance- with gross Carrying  agree- ments  &equip- and guar-  Totalrisk  coltat-

{invmilfions} sheetnetting  liahilites amount ment collateral ment antees mitigation eraf

Financial assets
held for trading

texcluding derivatives 495 495 495
Bervatives 6,191 6,19% 4,107 a3 4,170 2,021
Financial investments 42,184 42,184 42,184
Securities financing 17613 5,238 12,375 583 12,654 20,237 8,181 292
Interest-bearing deposits 4,025 536 2,489 4 44 48 2,441
Leans and advances 2,870 2,870 1,784 849 100 2,734 753 889
Other 1,765 1,765 50 50 1,715
Total loans and
advances banks 8,681 836 8,124 1,788 842 00 a5 2,832 753 6,045
Loans and advances

GUustoImers
Residential mortgages 148,683 148,683 2,334 22819 1,320 228,774 83,142 3,052
Consumer ioans 11,948 2 11,9458 4,028 5,008 24 9,081 3,892 6,757
Corporate loans 93,8258 3,051 90,774 1,981 28,792 52,997 12,081 97821 28,936 22,889
Other loans and advances

customars' 15,513 1 15512 717 4,762 2,912 15 9,507 1,207 7,212
Fair vaiue adjustment

from hedge accounting 3,185 3,185 3,185
Total loans and
advances customers 273,183 3085 270,099 2,668 40,826 287037 14551 345,182 118278 43,195
Loans at fair value

through P&L 787 787 530 530 98 355
Total inans and
advances customers 273,941 3,085 270,886 2,668 40,926 287037 15081 345,712 18377 43,550
fither assets 2,450 2,454 14 2 104 1280 2 2,332

Total on-balance shest
subject to netling and

pladged agresmenis 351,535 8,830 342,706 9,180 61,495 287137 15,280 373072 127293 96,927
Assets not subject to netting

and pledged agreements 28,589 28,589 28,589
Total assets 390,124 8,830 381,295 9,160 61,495 287137 15,280 373,072 127292 135516
Totat off-balance sheet 128,408 128,408 7284 8,802 8,847 25,644 7621 107388

! Qther loans and advantes customets consists of Govermnment and official institutions, Financial iease recelvables and Factoring.

! Earrying amount includes Loan img aliowances wiere app .

1 Collaterat in the column Master netting agreement is mainly markets related and consists of Master netting agreements which also includes cash coflateral as part of these agieements.
€ash collateral not part of Master netting agreements has been reported under Financial instauments.

* Surplus coilateral is the amount of over-coflateralisation, calcutated on an individual basis.

* Net exposute represents the portfolio corrected for the surplus amount and gives a view on the potential shortfall in coliateral on the total portfotio.

et
et
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Finaneial assets: offselting, netting, collateral and guarantees 1/

{in milfions}

Financial assets

31 Becember 2017

Offset in the statement
of financial position

Not offset in the statement
of financial position

Net
expasuret

Carrying
amount
before
balance-
sheet nettin

Balance

sheet

netting
with gross  Carrying
liahilities amount®

Master
netting
agree-

ment*

Financial
instru-  Property
ments & equip-
collateral ment

Other
collateral
and guar-

antees

Total risk
mitigation

Surplus
collateral®

held for trading 1.488 1.488 1.488
Berlvatives 9,825 9,825 8798 208 91 7085 2,730
Securities financing 17356 1670 15,686 775 18,188 18,931 3,407 162
Interest-bearing deposits 5,357 443 4,914 5 5 4,908
Leoans and advances 2,871 2,871 1,525 1,730 3,255 1,649 1,265
Other 2,886 [ 2,880 140 140 2,740
Total foans and
advances banks 111 454 10,868 1530 1,730 140 3401 1.848 8,913
toans and advances

cusiomers
Residential mortgages 150,428 150,428 2,182 192,300 4,267 198,739 57,750 9,438
Consumer foans 12,133 1 12,122 4,692 4,809 22 9,524 4,388 6,986
Corporate loans 97,949 5,699 92,250 28l 25,439 50,11 14,422 92,783 25,852 25318
Other loans and advances —

customers? 16,457 50 16,407 678 4,078 3,581 1,764 0,102 1,153 7459
Fair value adjustment

from hedge accounting 3,700 3,700 3,700
Total Loans and
advances customers 280,666 5,760 274,808 3480 36,381 250,801 20,468 311,147 89,142 52,901
Dther assets' 3,340 3,340 959 1z 1,071 2,269
Total on-balance shest
subject to netting and
pladged agresments 323,789 7872 315810 12591 57445 250,801 20,808 341,645 44,198 68,462
Assets nat subject to netting

and ptedged agreements 77262 77262 77262
Talal assets 401,650 FETe 393,171 12,591 57445 250,801 20,808 341,645 44,198 145,724
Totat off-balance sheet? 121,782 121,782 5,406 8,222 4,612 18,240 5,673 108,215

N

.

! ABN AMRO classified ali unsettled securities transactions as other assets and other fiabilities, previously these were included in securities financing. Comparative figures have been

adjusted.

! Other loans and advances customers consists of Government and official institutions, Financial fease receivables and Factoring.
allowances whete

Cartying amount includes Loan img

Cash collateral not part of Master netting agreements has been reported under Financial instruments.

Total net exposure of loans and advances to customers

decreased to EUR 43.2 billion at 31 December 2018
(31 December 2017: EUR 52.9 billion). This decrease
was mainly attributable to residential mortgages
(EUR 6.4 billion) as the collateral value of property
and equipment improved due 1o arise in housing
prices as well as revised recovery rates.

Surplus collateral is the amount of over-collatezalisation, calcutated on an individual basis.
Net exposute represents the portfolio corrected for the surplus amount and gives a view on the potential shortfail in collaterat on the totai portfotio.

Eollaterat in the column Master netting agreement is mainly marxets related anc consists of Master netting agreements which also includes cash coflaterai as part of these agreements.

The total risk mitigation for consumer loans decreased
by EUR 0.4 billion, mainly due to decrsased financial
instruments in Private Banking. This resulted in a modest
decrease of EUR 0.2 pillion in net exposure.

N
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Despite a modest decline of corporate loans, the total risk
mitigation for corporate loans increased to EUR 97.8 billion
(31 December 2017: EUR 92.8 billion). This increase was

The net exposure of other loans and advances
to customers decreased to EUR 7.3 billion
(31 December 2017: EUR 7.5 billion), mainly due

mainly observed in financial instruments collateral and
largely attributable to CiB, and was partly offset by a rise
in surplus collateral. The combined effect led 1o a decrease
of net exposure in corporate loans.

to the clearing business.

AT

Financial assets: offsetting, netting, collateral and guarantees for credit impaired assets

31 Becember 2018
Not offset in the statement Net

Offset in the statement

of financial position offinancial position  exposures
Carrying  Balance Other
amount sheet Master Financiat collat-
before netting netting instru- Property  eraland
balance- withgross  Carrying  agree- ments &equip-  guar-an- Totalrisk  Surplus
{invmilfions} sheetnetting liabilites  amount ment collateral ment tees mitigation collateral

Loans and advances

hanks
Loans and advances

customers
Residential mortgages 686 686 7 875 g 891 211 6
Consumer foans 252 252 12 181 194 45 102
Corporate loans 2,831 2,821 202 2,498 244 2,844 534 422
Other loans and advances

customers' 285 258 218 108 324 98 25
Total Loans and
advances customers 4,024 4,024 448 3,660 253 4,353 888 259
Tatal loans and
advances 4,024 4,024 440 3,660 253 4,353 288 559

! Other loans and advances customers consists of Govemment and official institutions, Financial {ease receivables and Factoring.

* Carrying amount includes Loan img allowances where applicabl

! Collateratin the column Master netting agreement is mainly markets related and consists of Master netting agreements which also inciudes cash collateral as part of these agreements.
Cash collateral not part of Mastet netting agreements has been reported under Financial instruments.

* Surplus collateral is the amount of over-coflateralisation, calcutated on an individual basis.

5 Net exposute represents the portfolio corrected for the surplus amount and gives a view on the potentia! shortfall in coliateral on the totai portfosio.

Collateral and guarantees for credit impaired assets
(stage 3) represents credit risk mitigation based on the
NCV for clients in default. The carrying amcunt includes
axpected credit loss allowances, which is based on

the probability weighted present value of all expected
cash shortfalls over the remaining life of the financial
instrument for both on- and off-balance sheet exposuras.

The Financial Restructuring & Recovery department
identifies most likely scenarios Tor non-programme lending
defaulted clients (going concern or gone concern) and,

by its professional judgement, amounts and timing of

expected future cash flows. This explains why a net
exposure remains after collateral pledged to the bank
has been taken into account.

During 2018, ABN AMRO obtained property and
equipment by taking possession of collateral it held as
security for loans and advances. The total amount of

such assets held on 31 December 2018 amounted to
EUR 5 million (2017: EUR 4 million). ABN AMRQO does not
intend to use these assels in its operations and pursues
timely realisation of the collateral in an orderly matter.

et
et
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Finaneial linhilities: oifsetling, nelting, collateral and guarantiees -

31 December 20618

Dffset in the statement Not offset in the statement Net
of financial position of financial position  exposure
Balance
Carrying sheet
amount before netting Master Financial
halance- with gross  Carrying netting instruments  Totalrisk  Surplus
{invmilfions} sheet netting assets amount  agreement' collateral  mitigation collateral
Financial Habilities held for trading 253 253 253
Dervatives 7152 7159 8,296 83 8,359 360
Securities financing 12,645 5,238 7497 531 12,894 13,425 6,494 476
Deposits 13,654 233 13,421 16 16 13,404
Other 16 16 479 479 -463
Bue to banks 13,670 233 13,437 495 495 12,941
Deposits 238,666 3,253 235,213 1,170 1,170 234,143
Other borrowings 810 810 667 667 142
Bue to customers 239,476 3,353 236,123 1,838 1,828 234,286
Gther labilities 3,691 5 3,686 3,686
Total liakilities subject
to netting arrangements 276,894 8,830 268.065 2,160 12,857 22,117 8,494  252.442

Remaining liahilities not subject to netting 91,870 91,876 91,870

Collaterat in the column Master netting agreement is mainly markets related and consists of Master netting agreements which also includes cash coflateral as part of these agreements.
Cash collateral not part of Master netting agreements has been reported under Financial insttuments.

Financial liahilities: offsetting, netting, cellateral and guarantees |

31 December 2017

Offset in the statement Not offset in the statement Net
of financial position of financial position  exposiure
Balance
Carrying sheet
amount before netting Master Financial
balance-sheet with gross  Carrying netting instruments  Totalrisk  Surplus

{in millions} netting assets  amount  agreement? coliateral  mitigation coliateral
Finanoial liabilities held for trading 1,082 1,082 1.082
Berivatives 8,367 8,367 6,807 208 AU 1.362
Securities financing' 13,082 1.67¢ 11412 768 12,743 13512 2,584 484
Deposits 16,618 179 16,439 2,702 2,702 13,737
Other 23 23 23
Bue to banks 16,641 1Fg 16482 2,702 2,702 12,760
Deposits 242,730 6,031 236,699 2,313 2,313 234,386
Other borrowings
Due to custemers 242,730 5,031 236,099 2313 2,313 234,387
Gther liabilities 5,006 5,006 5,006
Total liakhilities subject to netting
arrangemenis 286,907 T8I 279028 12,551 12,981 28,542 2584  256.070
Remaining liabilities not subject to netting 92,813 92,813 92,813

ABN AMRO classified ali unsettled securities transactions as other assets and other liabilities, previously these were included in secutities financing. Comparative figures have been adjusted.
Collaterat in the column Master netting agreement is mainly markets related and consists of Master netting agreements which also inctudes cash collateral as part of these agreements.

Cash collateral not part of Mastet netting agreements has been reported under Financial instruments.
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Managemem of forborne, past due and in 2018, the scope of non-performing assets was

credit impaired loans |
Forbome sxposures

extended by non-defaulted forporne positions, resulting
in approximately EUR 150 million in assets shifting from

The foliowing table provides an overview of forberne performing to non-performing. During the third gquarter of
assets, broken down into performing and non-performing 2018, ABN AMRO changed the policy on forborne assets
assets, and classified by the type of forbearance measure. by aligning the list of forbearance measures with EBA
Clients in (or potentially in) financial difficulty whose guidelines. This change in policy resulted in exposure
contracts have been amended in ways that are considered  shifting from temporary to permanent because of the
concessions on the part of the bank are accounted for permanent nature of these forbearance measures.

as forborne assets.

Overview of farborne assets

31 December 2018

Performing assets Non-performing assets Total
Tem- Perma- Total per- Tem- Perma- non-per- For-
Gross  porary nent  Refi-  forming  porary nent  Refl-  forming Total  bear-
carrying  modifi- modifi- nanc-  forborne  modifi- - modifi- nane- forborne forborne  ance
{in millions} amount  cation  cation ing assets  cation  cation ing assets  assets  ratip
Loans and advances banks 8,133 0.0%
Loans and advances customers
Residential mortgages 148,791 268 16 25 308 385 8 18 412 727 0.8%
Consumer foans 12,263 48 18 188 235 44 44 73 181 396 3.2%
Corporate loans 92,533 385 923 408 1,718 414 1,319 1,017 2,750 4,466 4.8%
Other loans and advances customers' 15,587 52 18 4 73 97 65 2 165 227 1.5%
Total loans and advances
cusiomers 269,174 750 975 608 2,333 940 1,436 1,711 3488 5,820 22%
Loans at fair value through P&L 787
Other assets 2.077 0.0%
Total on-balance 280,171 750 975 608 2,333 940 1.436 1,111 3,488 5821 2.1%

! Other loans and advances customers consists of Govemment and official institutions, Financial iease receivables and Facloring.
! Excluding loans at fair vajue through P&L.
! Gross carrying amount excludes fair value adjustments from hedge accounting.

Overview of farhorne assets |

31 December 2017

Performing assets* Non-performing assets*
_ Totat

Tem- Perma- Total pes- Tem- Perma- non-per- For-

Gross  porary nent Refi- forming  porary nent  Refi- forming Total bear-

carrying  modifi- modifi- nanc- forborne medifi-  meodifi- nanc-  forborne forbome ance

{in millions} amount*  cation  cation ing assets  cation cation ing assets  assets ratio

Loans and advances banks 10,671 8.0%
Loans and advances customers

Residential mortgages 150,662 636 12 80 728 388 19 27 434 1,162 0.8%

Consumer foans 12,426 74 18 140 232 52 17 60 129 360 29%

Corporate loans 94,220 1,029 872 673 2,574 861 1,020 1,200 3,082 5,666 6.0%

Other loans and advances customers' 16,459 a7 54 2 144 44 25 69 212 13%

Total Loans and

advances customers 273,666 955 B9S 1,345 2. %%
Other assets 3,343 0.6%
Yotal on-halance 287680 1,827 955 B95 3877 1,345 1,082 1,287 2,712 7390 2.6%

! Other loans and advances customers consists of Govemment and official institutions, Financial iease receivables and Facloring.
! Excluding loans at fair vajue through P&L.

! Gross carrying amount excludes fair value adjustments from hedge accounting.

* For purposes, the classification of {non-} performing forborne assets is based on the impaired status of the client.
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At yearend 2018, the total amount of the forborne
portfolio had decreased to EUR 5.8 billion (2017:

EUR 7.4 billion). The decrease in forbearance is mainly
explained by a decline in corporate loans and to a lesser
extent by a decline in residential mortgages, resulting
in a forbearance ratio of 2.1% (2017: 2.6%).

The total exposure to forborne corporate loans declined
to EUR 4.5 billion (2017: EUR 6.7 billion), as a result of
contracts passing the two-year probation period (cease to

be forborne), write-offs and to a lesser extent repayments.

Forborne residential mortgages declined primarily due
to contracts which ceased to be forborne, repayments
and lower inflow of new clients.

Ageing of past due net classified as credit impaired 1/

Stage 3 forborne instruments are transferred back to
stage 2 consistently with other defaulted instruments.
Moreover, forborne financial instruments are only
transferred to stage 1 in exceptional cases after a
two-year probation period. in 2018, these transfers
amounted to around EUR 200 million.

Past due sxposures
When a counterparty is past due or exceeds its credit
limit, all loans and advances (total gross carrying amount)
in the related credit arrangement are considered past due.
Materiality thresholds are applied for counterparties
transferring 1o stage 3 (EUR 500 for programme lending
and EUR B,000 for non-programme lending). Below these
thresholds, amounts are reported as >90 days past due.

31 December 2018

Days past due

Gross carrytng

Assets not

<36 >30days & > 90 Total pastdue  Past due

{invmilfions} amount classified as stage 3 days <90 days days® butnotstage3 ratio
Securities financing 12,375 12,375

Loans and advances banks 8,133 8133 ¢.0%
Loans and advances customers

Residential mortgages 148,791 148,028 1,834 1490 ki 1,984 1.3%
Consumer foans 12,262 11,782 192 122 76 391 3.2%
Corporate loans’ 92,532 88,198 488 202 73 774 0.8%
Other loans and advances customers! 15,587 15,279 294 100 21 426 2.7%
Total Loans and advances customers? 269,174 263,287 2,821 565 180 3,576 1.3%
Loans at fair value through P&L 787 787

Gther assets 2.077 2,075 267 a7 11 344 16.6%
Total assets 292,548 286657 3,088 631 201 3,820 1.3%

! QOther loans and advances customers consists of Govermment and official institutions, Financial 1ease receivables and Factoring.

! Excluding loans at fair value thiough P&IL.
! Gross carrying amount excludes fair value adjustments from hedge accounting.

* Materiality theesholds are appiied for counterparties transferring to stage 3. Below these thresholds, amounts are reported on > 90 days past due.

Ageing of past due not classified as impaired |

3t December 2017

Days past due
Gross carrying Asssts not classified <30 >30days& > 90 Total past due Pastdue
{in millions} amount as impaired days <90days days* butnotimpaired ratio
R\Sﬂﬁ:uniues financing' 15,686 15,686
Loans and advances banks 10,671 16,600
Loans and advances customers
Residential mortgages? 150,562 149,543 2,225 180 g 2,412 16%
Consumer ioans 12,426 11,919 222 142 74 437 3.5%
Corporate loans? 94,220 89,106 549 137 103 789 0.8%
Other loans and advances customers® 16,459 16,190 270 37 20 326 2.0%
Total Leans and advances customers 273,668 268,757 3,266 485 203 3,964 1.4%
Other assets’ 3,343 3,832 88 25 12 128 2.8%
Total assets 303,366 286,375 3,385 520 215 4,080 1.3%

Gross carrying amount excludes fair value adjustments from hedge accounting.

ABN AMRO classified all unsettied securities transactions as other assets and other liabiities, previously these were included in securities financing. Comparative figuzes have been adjusted.

Other Ioans and advances customets consists of Govemment and official institutions, Financial {ease receivables and Factoring.
Materiality theesholds aze applied for counterparties which are transferred to impaited. Below these thresholds, amounts are reported on > 90 days past due

g

07.11.2020 kl 07:52

Brgnngysundregistrene

Side 89 av 295



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

Past due exposure on loans and advances 1o customers
declined to EUR 3.6 billion (2017: EUR 4.0) due to

a decrease in short-term arrears (< 30 days), which

was partly offset by an increase in mid-term arrears.

From a sub-portfolio view, residential mortgages benefited
mostly from the decrease in short-term arrears. Corporate
loans recorded an inflow related to a few relatively large

Exposuves per slage |
Coverage and stage ratio _

CiB and Commercial Banking clients in the shipping

and real estate industry. For other loans and advances

to customers, there was an increases in all of the time
buckets. This portfolio includes the bank’s lease activities,
where past due exposures can fluctuate strongly due to
business characteristics. Overall, these developments
resulted in past due ratio improving to 1.3% at yearend
2018.

31 December 2018

Gross carrylng

Allowances for

{invmilfions} amoune credit losses’ Coverage ratio Stage ratio
Stage 1
Loans and advances hanks 8.074 8 8.1% 99.3%
Residential mortgages 145,337 18 0.0% 97.7%
Consumer ioans 10,768 24 0.3% 87.8%
Corporate loans 79,562 141 0.2% 86.0%
Other Loans and advances customers' 14,541 12 0.1% 93.2%
Total Loans and advances customers 250,209 206 0.1% 93.0%
Stage 2
Loans and advances hanks 59 1 1.8% 0.7%
Residential mortgages 2,691 14 0.5% 1.8%
Consumer ioans 1,014 55 5.4% 8.2%
Corporate loans 8,636 114 1.3% 9.2%
Other Loans and advances customers' 738 9 12% 4.7%
Total Loans and advances customers 13,078 181 15% 4.9%
Stage 3
Loans and advances banks 0.0%
Residential mortgages 762 77 10.0% 0.5%
Consumer foans 481 229 47.7% 2.9%
Corporate loans 4,335 1,503 34.7% 4.7%
Other Loans and advances customers' 208 53 17.2% 2.0%
Total Loans and advances customers 5,887 1.862 31.6% 2.2%
Total ofstages 1. 2and 3
Yotal Loans and advances banks 8,133 g 0.1%
Residential mortgages 148,791 108 0.1%
Consumer loans 12,262 218 2.6%
Corporate loans 92,522 1,759 1.9%
Other Loans and advances customers' 15,587 75 0.5%
Total Loans and advances customers? 269,174 2,260 0.8%
Loans at fair value through P&L 787
Fair value adjustments from hedge accounting
on Leans and advances customers 3,185 0.0%
Total Loans and advances banks 8,133 9 0.1%
Total Leans and advances customers 273,146 2,260 0.8%
Total Loans and advances 281,279 2,269 0.8%
Other balance sheet items 102,280 [ 0.0%
Total on-balance shest 383,568 2,275 0.6%
lrrevocable foan commitments

and financial guarantee contracts 70,474 12 0.0%
Other off-balance sheetitems 5,946

! Other loans and advances customers consists of Government and official institutions, Financial fease receivables and Factoring.
! Excluding fair value adjustments from hedge accounting on Loans and advances customers and Loans at fai value through PRL
! Gross carrying amount excludes fair value adjustments from hedge accounting.
* The allowances for credit Josses excludes atiowances for financial investments held at FYGC! (31 December 2018: EUR 1.6 miflion).
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Coverage and impaired ratia L

31 December 2017

Allowances for

Gross carrying Impaired Impairments for Coverage Impaired
{in millions} amount exposures  identified credit risk® ratio ratio
Securities financing' 15,686
Loans and advances banks 10,871 71 1 1.5% 8.7%
Loans and advances customers
Residential mortgages? 150,562 1,018 m 10.9% 0.7%
Consumer loans 12,426 507 285 56.2% 41%
Corporate loans? 94,220 5,114 1,844 36.1% 5.4%
Other loans and advances customers® 16,459 269 40 15.0% 16%
Total Loans and advanees customers 273,686 8,209 2,280 33.0% 25%
Other assets 3,343 11 3 31.5% 0.3%
Total on-halance shest 303,388 8,981 2,285 32.7% 2.3%
Totat off-balance sheet 121,787 121 0.0%

! ABN AMRG classified ali unsettled securities transactions as other assets and other liabilities, previously these were included in securities financing. Comparative figures have been adjusted.
! Gross casrying amount excludes fair value adjustments from hedge accounting.
! QOther loans and advances customers consists of Govermment and official institutions, Financial 1ease receivables and Factoring.
* Amounts excluding incurred But Not identified (1BNIL

in the analysis below, the data from 31 December 2018
figures was compared with the data from 31 December
2017, although the basis of presentation was different

as a result of the implementation of IFRS 9. Comparative
figures as at 1 January 2018 are included in the IFRS 9
transitionat disclosures under note 1, Accounting policies.
The 1AS 39 impaired ratio has been compared with the
IFRS 9 stage 3 ratio, because the impaired assets under
IAS 39 have been classified as stage 3 assets under IFRS
9. The {AS 39 coverage ratio was calculated by dividing
the amount of allowances by the impaired exposure.
Under IFRS 9, 93% of the loans and advances relates

to stage 1 and 4.9% 1o stage 2.

The stage 3 impaired ratio improved and the coverage
ratio decreased for loans and advances to customers at
yearend 2018. The coverage ratio was impacted by a large
write-off for the fully provisioned Madoff file, which was

offset by additional provisions mainly for existing impaired
clients in specific industries. If the Madoff file had not
been written off, the stage 3 coverage ratio would have
increased to 36.2% at yearend 2018.

Residential mortgages and consumer loans benefited
from the strong Dutch economic environment, recording
lower impaired exposures and lower allowances for
credit losses, resulting in improved stage 3 ratios and
lowar coverage ratios for stage 3.

impaired corporate loans declined as a result of write-offs
and repayments. The decrease in cradit loss allowances
was partly offset by additional credit losses for specific,
mainly existing, impaired files in the energy offshore,
diamonds and shipping industries in CiB. Additional
credit losses were recognised in Commercial Banking

for the healthcare and shipping industries.
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Loan impairment charges and allowances

2018
Residential  Consumer Corporate Other Total Loans
{in millions} Banks mortgages loans toans loans and advances  Off-balance
Balance at 1 January 2018 9 182 362 2,058 2 2,610 25
Transfer to stage 1 -15 -21 -59 -104
Transfer to stage 2 2 17 59 1 79
Transfer to stage 3 9 24 21 244
Remeasurements' 4 23 18 469 [ 521 14
Originated or purchased 1 8 5 30 45 7
Matured or sold loans -5 -20 -6 -36 -67 -4
Impairment charges {releases)
on leans and advances 7 27 676 7 717 -1z
Write-offs -38 -103 -928 -1,088
Unwind discount/unearned interest accrued -25 2 7 -16
Foreign exchange and other movements -18 16 -1 26 -1

Impairment charges {releases) on loans
ant advances 7 27 676 7 717 -2

! Remeasurements represents the current year change of expected credit loss allowances mainiy attributable to changes in volumes such as partial repayments and changes
in the credit quality of existing loans remaining in their stage.
! The impairment charges for the period exciudes charges {refeases) for financial investments held at FVOC! {2018: EUR -0.3 miliion).

Loan impairment charges and allowances

2017
Residential Consumer Corporate
{in millions} Banks mortgages loans ioans'  {Otherloans Tota}
Balance at 1 Januari 2017 3 258 433 2,973 2 3,570
Impairment charges for the period 4 42 93 598 757
Reversal of impairment allowances no longer required -67 -106 -545 -1 718
Recoveries of amounts previously written-off -24 -41 -15 -81
Total impairment charges on loans
and other advances 4 48 B4 3R -1 82
Amount recorded in interest income from unwinding
of discounting -39 -10 65 114
Currency transiation differences -101 101
Amounts written-off {net) -37 -68 -810 915
Reserve for unsarned interest accrued on impaired loans 3 -15 3
Other adiustments H -3 1

! Corporate {oans includes Financial lease receivables and Factoring.
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Loan impairment charges and allowances per stage

2018

{in millions} Stage ? Stage 2 Stage 2 Total

bnpairment allowances on leans and advances

Balance at 1 January 214 213 2.184 2.610
Transfer to stage 1 116 -164 -56 -104
Transfer to stage 2 -112 278 -88 78
Transfer to stage 3 -7 -84 308 244
Remeasurements' 7 -61 575 521
Originated or purchased 44 45
Matured or sold 28 -26 -2 67
Impairment charges {releases) on loans and

advances 9 -27 735 717
Write offs -1,068 -1,068
Unwind discount/unearned interest accrued -16 -16
Foreign exchange and other movements -9 6 28 26

Impairment charges {releases) on loans and advances g -27 735 717

Recoveries and other charges (refeases) -65 -65

§\\\ \\\\\\\\ \\\\\\\ﬁ\\\\\h\\\\&\\\\\E\\; \&\ N\ \\\\\\\\\\\\\\\

! Remeasurements represents the current year change of expected credit loss allowances maindy atiributable to changes in volumes such as partial repayments and changes
in the credit quality of existing loans remaining in their stage.

2018
{invmilfions} Stage 1 Stage 2 Stage 3 Total

bnpairment sliowances Residential morigages

Balance at § January 26 24 132 182
Transfer to stage 1 214 -16 -20 -15
Transfer to stage 2 -3 24 -1% 2
Transfer to stage 3 -4 -7 20 9
Remeasurements’ 26 4 45 23
Originated or purchased g 8
Matured or sold -2 -18 -2 -20
Impairment charges (releases) on loans and advances -7 -10 25 7
Write offs -36 26
Unwind discount/unearned interest accrued -25 25
Foreign exchange and other movements -1 -18 -19

Impairment charges {releases) on loans and advances -7 -10 25 7
Recoveries and other charges (refeases) -18 -18

! Remeasurements represents the current year change of expected credit loss allowances mainiy attributable to changes in volumes such as partial repayments and changes

in the credit quality of existing loans remaining in their stage.

87
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2018

{in milfions} Stage i Stage 2 Stage Total

NS T

Impainnent allowances Consumer loans

Balance at 1 January 42 74 246 362
Transfer to stage 1 22 -41 -12 =31
Transfer to stage 2 20 56 -18 17
Transfer to stage 3 -1 -7 21 24
Remeasurements' -7 -26 51 i8
Originated or purchased 5 5
Matured or sold -4 -2 -6
Impairment charges (releases) on loans and advances -5 -20 52 27
Write offs -103 -1032
Unwind discount/unearned interest accrued 2 2
Foreign exchange and other movements -3 74 20
Impairment charges {releases) on loans and advances -5 -20 52 27
Recoveries and other charges {refeases) -3 21

Remeasurements represents the current year change of expected credit loss allowances mainly attributable to changes in volumes such as partial repayments and changes

in the credit quality of existing loans remaining in their stage.

{in milfions} Stage i Stage 2 Stage 3 Total

tmpairment sllowances Corporate loans

Balance at 1 January 138 112 1.805 2,955
Transfer to stage 1 73 -107 -24 -89
Transfer to stage 2 -87 198 -50 59
Transfer to stage 3 -2 -41 254 211
Remeasurements' 36 -41 474 469
Originated or purchased 30 30
Matured or sold 29 -7 26
Impairment charges {releases) on loans and advances 21 654 676
Write offs -929 -929
Unwind discount/unearned interest accrued 7 7
Foreign exchange and other movements -6 7 15 16
Impairment charges {releases) on loans and advances 21 654 676
Recoveries and other charges {refeases) 16 16

Remeasurements represents the current year change of expected credit loss allowances mainly attributable to changes in volumes such as partial repayments and changes
in the credit quality of existing loans remaining In their stage.

2018

{in milfions} Stage i Stage 2 Stage 3 Total

tmpairment sliowances Off-kalance

Balance at 1 January 9 1 15 25
Transfer to stage 1 -1

Transfer to stage 2 -1 1

Transfer to stage 3

Remeasurements’ 1 -15 -14
Originated or purchased 7 7
Matured or sold -4 -1 -4
Impairment charges {releases) 3 -15

Foreign exchange and other movements -2

W

Impairment charges (releases) on off-balance -15 -12
Other charges {releasesy 16 16

! Remeasurements represents the current year change of expected credit loss allowances maindy attributable to changes in volumes such as partial repayments and changes
in the credit quality of existing loans remaining in their stage.
! These charges {releases) relate to the off-halance sheet items that do not fall within the scope of IFRS 9 and for which stage information is not applicable.
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Individual and collective laan impairment allowances

31 December 2018

Residential

Consumer

Corporate
;

Total Loans
¢ ad

Individusl impairment

Stage 3 13 82 1,292 4 1,392 1
Total individual impairment 13 83 1.292 4 1.382 1
Collective bnpalrment

Stage 1 8 18 34 154 1 214 10
Stage 2 1 14 55 19 4 192 2
Stage 3 64 146 260 470

Total collective impairment 9 1 235 533 4 877 12

Carrying amount of loans, determined
to be impaired, before deducting any
assessed impairment aflowance 762

481 4,335 308 5,887

31 December 2017

Individual impairment
Collective impairment

Residential Consumer  Corporate Other
| 1 1 |

T

16 9 1,776 1,892
HE] 206 244 2 575

Carrying amount of loans, individually determined to be impaired,

before deducting any individually assessed impairment allowance 71 1,018 507 5,114 263 6,980
! Corporate joans includes Financial lease receivables and Factoring.
Loan impairment charges en- and off-balance sheet
{in millions} 2018 2017
. On-halance shest 651 -62
Off-balance sheet 4 H

Impairment charges amounted to EUR 655 million in 2018
(2017: EUR 63 million release). These charges related
mainly to specilic files in the stage 3 corporate loans
portfolio, resulting in a cost of risk of 24bps (2017:

cost of risk -2bps). The increase in impairments mainly
related to CIB and Commercial Banking.

Commercial Banking recorded net additions of

EUR 253 million in 2018, compared with a net release
of EUR 179 million in 2017, mainly reftecting impairment
charges in industrial goods & services, healthcare and
shipping. The remaindar was spread across various
industry sectors. The release in 2017 was largely
attributable to model refinement and update, compared
with limited releases in 2018.

Impairments charges in CiB increased to EUR 427 million
(2017: EUR 213 million). The increase was mainly the
result of additional impairments for existing files in the

energy Imainly off-shore), diamonds, shipping and
commodities industries. Additionally, we executed a few
secondary sales of our most vulnerable clients in 2018,
which materially mitigated our downside risk in the
offshore energy market.

Residential mortgages continued to benefit from the
strong Dutch economy and housing market, resulting in

a release of EUR 11 million (2017: EUR 49 million release).
The release in 2017 was significantly impacted by a model
refinement and |BNi releases.

Consumer loans recorded a limited release of EUR 4 million,
compared with a release of EUR 54 million in 2017.

Overall, our cost of risk (COR) was 24bps for 2018, below
the through-the-cycle COR of 25-30bps and in line with
our expectations.
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Forbarne, past dus and eredit impaired (sans split by geography and industey
Forborne, past due and credit impaired loans split by geography

31 December 2018

Forborne

Exposures past due,

Stage 3 Allowances Stage 3 charges
fod

for th

The Netherlands 4,115 3,170 4,067 1,200 297
Rest of Europe 782 332 898 18 130
USA 266 210 100 45
Asia 148 3 123 ae 78
Rest of the world 809 69 588 158 119
Total On-balance 5,821 3576 5,887 1,862 670
Off-balance 180 -15

31 December 2017

Impairment

Forborne Exposures past due, Impaired Atlowances for charges for

exposure but notimpaired exposures impairments’ the period'

The Netherlands 5,306 3,625 4,315 1,274 -251

Rest of Europe 744 356 912 262 51

USA 347 276 105 a1

Asia 203 i 117 50 40

Rest of the world 740 109 1,371 593 64

Total Ba-bhalance 7,390 4,090 6,991 2,285 -4
Off-baiance 121

! Amounts excluding Incurred But not identified {IBNI).

The largest decline in the forborne exposure in 2018 was
recorded in the Netheriands and related to decreases in
Commercial Banking and Retail Banking, which benefited
from the strong domestic economy. The decreases in
Asia, USA and the rest of the world were primarily due
to the outflow of some large individual files that ceased
to be forborne in combination with and several write-offs.

The forborne exposures in the Netherlands decreased
mainly as a result of improvements in residential
mortgages, reflecting the strong performance of

the Dutch economy and housing market. In addition,
the rest of the world and the rest of Europe showed
a decrease in forborne exposure.

Credit impaired exposures and allowances for credit
losses dropped significantly in the rest of the world,
mainly due to the write-off (EUR 0.4 billion) of the fully
provisioned Madoff fite. Rest of the world and USA were
also impacted by write-offs and secondary market sales.
Credit impaired exposures in the Netherlands decreased
due to write-offs and repayments.

et
et
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Forberne, past due and credit impaired loans split by industry

31 December 2018
Stage 3

Exposures  Past Allowances

Forborne pastdue, due Stage3 Stage forimpairments impairment
Exposure  Forborne ratio butnot  ratio expo- 3ratio for tdentified charges for
{invmilfions} at Default exposures (EAD) stage3 (EAD)  sures {EAD) creditrisks  the period
Industry sector
Banks 14,629 0.0% 0.0% 0.0%
Financial services' 20,660 75 0.4% 102 0.5% 175 0.8% 113 -11
Industrial goods and services 26,514 1,661 8.3% 329 1.2% 1,518  5.7% 324 237
Real estate 15,900 288 1.8% 227 1.4% 261 1.6% 89 2
0 and gas 16,711 569 3.6% 0.0% 703 4.5% 218 177
Feod and beverage 18,436 8§38 4.6% 207 11% 634 2.4% 167 55
Retait 6,682 221 3.2% 84 1.4% 270 4.0% 124 18
Basic resources 5,179 182 2.9% 28 0.5% 186 3.0% 108 60
Healthcare 4,863 183 3.8% 34 0.7% 258 8.3% 97 40
Construction and materiais 4,545 324 71% 23 0.9% 296 6.5% 125 14
Other? 20,224 411 2.0% 160 0.8% 388 1.9% 197 74
Subtotal Industry Classification
Benchmark 193,344 4,723 3.1% 1,221 2.8% 4882 3.0% 1,063 3
Private individuals {non-Industry
Classification Benchmark) 175,785 1,088 0.6% 2,351 3% 1,222 0.7% 298 3
Public administration {non-Industry
Classification Benchmark) 71,107 0.0% 2 0.0% 3 0.0% 1
Subtotal nen-industry Classifivation
Benchmark 246,893 1,088  0.4% 2354 1.0% 1226 05% 299 3

' Financial services include asset managers, credit catd companies and providets of personal financial services and securities and brokers.

! Other includes personal and household goods, media, technology, automobiles and parts, cf telect tion and i , in addition to unclassified.
! Exposure at Default does not include EAD calculated for equities not held for trading and other non-credit obgations.

Forberne, past due and Impairved loans split by industry
31 December 2017

Exposures  Past Im- Allowances Impairment
Forborne pastdue, due Impaired paired forimpairments charges
Exposure  Forbome ratia butnat  ratic expo-  ratio for identified for the
{in milfions} at Default exposures (EAD)  impaired (EAD) sures  (EAD) credit risk? yeart
Industry sector
Banks 19577 0.0% 0.0% 71 0.4% -1 1
Financial services' 17,454 78 0.4% 70 0.4% 633 36% 563 4
Industrial goods and services 24,978 1,768 7.1% 286 11% 1568 63% 287 30
Real estate 14,983 466 3.1% 215 1.4% 251 17% -39 -2%
0 and gas 15,264 952 6.2% 126 0.8% 1,031 6.8% 229 98
Feod and beverage 17,283 236 5.4% 122 0.7% 547 3.2% -108 22
Retaif 6,568 354 5.4% 77 12% 277 4.2% -130 -13
Basic resources 4,792 87 1.8% 30 0.5% 283 5.8% -107 84
Healthcare 4,879 204 4. 2% 3t 06% 157 3.2% -58 &
Construction and materials 4,413 439 10.0% a4 10% 329 74% -143 26
Other? 18,788 452 2.4% 265 1.4% 446 2.4% -163 31
Subtotal Industry Classification
Benchmark 148,996 5,737 2.8% 1,262 0.8% 5543 3.8% -1.88¢ 51
Private individuals {non-Industry
Classification Benchmark) 178,903 1,653 0.9% 2,827 16% 1,518 0.8% -395 56
Public administration {non-Industry
Classification Benchmark) 62,277 0.0% 0.0% 0.0% 1
Subtotal nen-industry Classification
Benchmark 241,181 1,653 8.7% 2,827 1.2% 1518 0.8% -385 -58

g

! Financial services include asset managers, credit card companies and providets of personal financial services and securities and beokers.

! Other includes personal and household goods, media, technology, automobiles and parts, telect tion and i , in addition to unclassified.
! Exposure at Default does not include EAD calcudated for equities not held for trading and other non-credit obligations.

* Amounts excluding incurred But Not Identified (1BNIL

2018
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Forborne assets mainty declined in private individuals and
in the oil and gas industry. The decline in private individuals
was driven by lower forborne exposures in residential
mortgages, while the decline in oil and gas related to

a combination of write-offs and contracts passing the
probation period. tncreases in forborne basic resources
related to the diamonds sector.

Atindustry level, loans past due but not stage 3 declined
largely for private individuals, reflecting the strong
performance of the Dutch economy and housing market.
In addition, the il and gas industry showed a decrease,
offset by increases in food and beverage.

Credit impaired (stage 3) exposures declined due 1o a
combinaticn of write offs, secondary market sales and
repayments. This was mainly visible in financial services,
due to a significant write-off refated to Madoff, which was
fully provisioned. In addition, oil and gas decreased due to
the secondary market sales. Private individuals decreased
in line with the performance of the Dutch economy and
housing market.

Developments in specific portiolios

The foliowing secticn provides a more detailed overview
of developments in specific portfolios and products.

Besidential morigags indicaters

Residential meortgages

The Dutch housing market was buoyant and prices
continued to rise. The housing price index published by
Statistics Netherlands (CBS) for 2018 was 8.4% higher
than in 2017.

The overall price level in December 2018 was 4.7 % above
the former record level set in August 2008, not corrected
for inflation. As a result of the shortage in housing stock,
the number of housing transactions was still under
pressure, both in existing and new residential buildings in
almost all provinces in the Netherlands. This was reflected
in the total number of transactions in the Dutch housing
market, which was 9.7% lower than in 2017, according

to Statistics Netherlands.

The number of transactions also trended down as
elevated price levels impacted the affordability of homes.
There was also less demand from people who had
postponed their home purchase plans during the crisis,
as the majority of them had already moved. The shortage
in housing stock was partly the result of home movers
preferring to buy a new home before putting their current
property up for sale.

Gross carrying amount exciuding fair value adjustment from hedge accounting

- of which Nationale Hypotheek Garantie {NHG)
Fair value adjustment from hedge accounting
Carrying amount

Exposure at Defauit’

RWA'

RWA/Exposure at Default

Forbearance ratic

Past due ratio

Stage 3 ratio

Stage 3 coverage ratio

Cost of risk lin bps)?

Average LtMV lindexed)

Average LtMV — excluding NHG lecans {indexed)
Total risk mitigation

Total risk mitigation/carrying amount

148,791 150,562
26,257 38,049
2,101 2,264
148,682 150,428
162,787 165,107
16,853 17236
10.4% 10.4%
0.5% 0.8%
13% 1.6%
0.5% 0.7%
10.0% 10.9%
-1 3

64% 70%
62% 87%
228,774 198,739
153.9% 132.1%

! The RWA and Exposure at Default amounts are based on the exposure class Secured by immovable property. This scope is slightly broader than the residentia mortgage portfofio.
! Annualised impaiment chatges on loans and advances customers for the period divided by the average loans and advances customers on the basis of gross carrying amount and excluding

fair value adjustment from hedge accounting.

The residential mortgage portfolio decreased by 1.2% 10
EUR 148.8 billion (31 December 2017: EUR 150.6 billion)
as redemptions exceedad new production of morigage
loans. ABN AMRO's market share in new mortgage
production ended lower at 16.8% (2017: 21.0%). The
proportion of amortising mortgages continued 1o increase,
totalling 29% at 31 December 2018 (31 December 2017:
24%). Total redemptions were 2.9% higher in 2018 than in

2017. Contractual redemptions gradually increased, in line
with changes in the portfolio composition. in 2018, extra
repayments amounted to EUR 2.3 billion and so remainad
fairly stable compared with 2017.

Mortgages covered by the National Morigage Guarantes
scheme (NHG) came down to 24%, modestly lower
compared with 31 December 2017 (2017: 26%).

et
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Regulatory capital

The RWA for the residential mortgage portfolio decreased
to EUR 16.9 billion (2017: EUR 17.2 billion). Exposure at
default (EAD) decreased to EUR 162.8 billion (2017:

EUR 165.1 billion). The decline in RBWA was the combined
result of a decrease in £AD, improved credit quality, higher
collateral values and lower amounts in arrears. The decrease
in EAD was mainly due to lower business volumes.

Besidential morigages to indexed market value

Credit quality indicators

Credit quality indicators for residential mortgages
improved, in line with the performance of the Dutch
economy and housing market. The past due ratio
decreased, mainly due to a limited inflow into past
due exposures in short-term arrears. The coverage
ratio decreased as a result of improved credit guality,
higher collateral values and a decrease in impaired
stage 3 exposures.

31 December 2018

Gross carrylng
amount

Percentage
of total

LiMY category
<50%

50% - 80%

80% - 90%

90% - 100%
>100%
Unclassified

- of which
unguaranteed

- of which
taranteed:

37754 25.4% 3.0% 22.4%

70,164 47.2% 13.1% 34.0%

23,080 18.8% 4.9% 10.6%

12,278 8.9% 27% 6.2%
3,497 2.4% 0.8% 1.7%
1,017 0.7%

31 December 2017

Percentage of total

<50%

50% - 80%
80% - 90%
90% - 100%
>100%

Unclassified

! ABN AMRQ calculates the Loan-1o-Market Vaiue using the indexation of the CBS (Statistics Netherlands).

? NHG guarantees.

Rising housing prices and restrictions set for the
maximum loan to market value (LtMV) of new morigages
have led to continued improvement of the average
indexed LtMV, both guaranteed and unguaranteed.

The long-term LMV of the bank’s portfolio is expected

to decrease further as a combined result of rising housing
prices, contractual and extra redemptions, and current
tax regulations.

- of which - of which

guarantged? unguaranteed

31,365 208% 2.3% 18.5%
58,691 320% 9.2% 29.8%
26,384 17.6% 6.8% 10.7%
20,821 13.8% 4.5% 2.3%
11,813 7.8% 2.4% 5.6%

1,487 1.0%

The gross carrying amount of mortgages with a LIMV
in excess of 100% declined significantly, totalling

EUR 3.5 billion at yearend 2018 (31 December 2017:
EUR 11.8 billion). Note that LtMVs in excess of 100%
do not necessarily indicate that these clients are in
financial difficulties. However, ABN AMRO actively
approaches clients with an interest-only mortgage in
combination with a high LtMV level 1o discuss a change
in their mortgage product. Mortgages with a LIMV>100%
account for 2.4% of total mortgages and approximately
5% of the extra repayments related to this category.

b
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Breakdown of residential mortgage portfolio by loan type

21 December 2018 31 December 2017

Gross carrying Percentage Gross carrying Percentage

{in miliions} amount of total amount of tatal
Interest only (partially) 46,671 31% 48,734 32%
Interest only {100%) 25,736 17% 27231 18%
Redeeming mortgages {annuity/linear) 42,699 29% 36,057 24%
Savings 16,008 1% 18,160 12%
Life {investment) 11,749 8% 13,419 9%
Other 5,930 4% 5,360 59%

! QOther inctudes hybrid, other and unciassified mortgage types. The hybrid portfolio consists of a combination of savings and investment mortgages.

Fully interest-only mortgages continued to decrease to mortgage portfolio with a LtMV > 100% . Redeeming
17% of the total mortgage portfolio, and approximately mortgages was the only category that grew in volume
a quarter of the extra repayments in 2018 related to this during the year.

type of loan. We saw a decline in the fully interest-only

f&ma%

cdowen of the residential mevigage perticlic by vear of loen modification as frow 2008

{in 5}

2008 2003 2010 20

Savings B Redeeming (annuity/inear) B neres only Other

! includes the new mortgage production and all mortgages with a modification date.
2 (ther includes universal life, life investment, hybrid, other and unclassified mortgage types. The hybeid portfolio consists of a combination of savings and investment mortgages.

The effects of the changed Dutch tax regulations are redeeming mortgages and 1.4% savings mortgages.
clearly reflected in the loan modification breakdown by interest-only and savings mortgages can still be produced
year. Mortgage loan type originations in 2018 (defined for clients who want to refinance loans originated before
as new production and mortgages with a loan type 2013.The majority of the interest-only inflow is part
madification) comprised 21.9% interest-only, 73.5% of a mixed mortgage.

Hesidential mortgages to indexed market value for 100% interest-only

31 December 2018 31 December 2017

Percentage of total Percentage of total

Loan-to-Market Value category

<50% M% 8%
50% - 70% 5% 5%
70% - 100% 2% 3%
>100% 0% 0%

! Loan-to-Market Value is calcutated using the indexation of the CBS (Centeal Bureau of Statistics).
 Percentages of the total mortgage portfolio.
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The table on the left page shows the breakdown of the
LtMV for the 100% interest-only share of the mortgage
portfolio. On 31 December 2018, 0.10% of the total
mortgage portfolio had a LtMV in excess of 100%,
compared with 0.25% at yearend 2017.

ABN AMRO proactively approaches clients with an
interest-only and/or life (investment) mortgage to inform
them about their product in the current and the future
situation. if necessary, ABN AMRO discusses adjustments
to the mortgage to make it better suited to what the

client needs.

Lomsnercisl Hesl Estats (CRE)

The Dutch commercial real estate (investment) market
continued to increase in 2018, driven by high demand
from investors. After Germany, the United Kingdom

and France, the Netherlands attracted most investors

in commercial real estate. A total of EUR 20 billion was
invested in 2018, an increase of 2.6% compared with
2017. Due to ongoing low interest rates, a significant part
of the investment budget has shifted towards commercial
real estate. As fewer investment opportunities are available,
the increase in volume is siowing down. Demand for
office space is still increasing and the availability of high-
quality locations is diminishing. Although new construction
is growing, a lack of building sites at locations with high
demand is causing lease prices for offices to rise.

Asset type

{ini %}

2018 EAD
18.9 EUR 10.6 hillion 8.6

13.4

Residential 5% Retail BB ndusteial

Otfice TR Other

' (ther asset types includes mixed objects, hotels & horeca facifities and parking real estate

2017 EAD
EUR 8.4 billion

The industriat market continued to benefit from the

high economic growth in the Netherlands and its central
location in European logistics. Demand for locations

was driven by rising e-commerce sales, increasing exports
and fear of a logistical chaos due to Brexit.

in 2018, residential assets were the biggest investment
in the Netherlands, tha first time ever. The residential
market is in high demand due 1o increasing housing
prices, lack of new build and changing preferences of
inhabitants. Urbanisation is causing rents 1o increase
most in the largest cities in the Nethertands, but due

to shertage in the housing market, rentat fees in other
parts of the Netherlands increased as well.

Commercial Real Estate portfolis

in 2018 the EAD increased 13% to EUR 10.6 billion
compared with yearend 2017. The credit guality indicators
in 2018 further improved due to the strong commerciat
real estate market. However, the coverage ratio in 2018
went up to 44% (31 December 2017: 35%) as impaired
exposures showed a sharper decline than allowances for
impairments. The CRE LtV continued to decling, totalling
49.7% (2017: 53.5%) mainly as a result of rising commercial
real estate prices, which are largely based cn Dutch
properties. The loan portfolio consisted mainty of
investment loans that were well diversified across
different asset types.

b
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arket ris

ABN AMRO is exposed to market risk in its trading
book and banking book. The following table presents
the market risk factors to which the assets and liabilities
in the balance sheet are sensitive.

Total market risk exposure
Marlcet risk exposure traded and non-traded risk (L

31 December 2018 31 December 2017

Carrying Market risk Carrying Market risk
amount measure amount measure
Traded Non-traded Traded Non-traded

{in millions} risk risk risk risk

Assets subject to market risk

Cash and balances at central banks 34,37 24,37 29,783 29,783
Financial assets held for trading 495 495 1,600 1,600

Derivatives 6,191 4,839 1,351 9,825 8,165 1,659
Financial investments 42,184 42,184 40,964 40,864
Securities financing' 12,275 12,275 15,686 15,686
Leans and advances banks 8,124 8,124 10,565 10,665
Leans and advances customers 270,888 270,886 274,906 274,906
Dther assets'’ 6,668 6,668 9,743 9,743
Total assets 381,295 5,335 375,960 393,171 9,765 383,408
tLishilities suhject to market risk

Financial liabilities held for trading 252 253 1,082 1,082

Derivatives 7159 5,002 2,156 8,367 5912 2,455
Securities financing' 7407 7407 11,412 11,412
Due to banks 13,427 13,437 16,462 16,462
Due to customers 236,123 236,122 236,693 236,699
Issued deht 80,764 80,784 76,612 76,612
Subordinated liabilities 9,805 9,805 9,720 9,720
Other liabilities' 4,968 4,968 11,488 11,488
Total liahilities 358,935 5,256 354,679 371,841 6,893 364,848
Equity 21,360 21,360 21,330 21,330

' ABN AMRO classified all unsettied securities Transactions as other assets and other liabifities, previously these were included in securities financing. Comparative figuzes have been adjusted.

Activities in the trading book are sensitive to multiple risk ABN AMRO uses a combination of portfolio (macro)
factors. Most assets and liabilities in the banking book are hedges and specific asset or liability (micro) hedges
sensitive to interest rate risk to a large extent. Some of to swap fixed interest rates for floating interest rate
the assets and liabilities are also sensitive to FX risk; positions. The resulting interest rate positions, after

however, ABN AMRO minimises this risk through hedging. application of interest rate hedges, are in line with
the bank’s strategy and risk appetite.

farket risl in the banking heak

Market risk in the banking book is the risk that the bank's Interest rate risk metries

value or income declines because of unfavourable market ABN AMRO uses Nit-at-Risk and duraticn as the main

movements. The market risk in the banking book consists maetrics for managing the interest rate risk.

predominantly of interest rate risk, which arises from

holding loans with interest rate maturities that are different

from the interest rate maturities of the deposits. The

assets have a longer average maturity than the liabilities.

This applies to contractual as well as behavioural maturities.

et
et
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Mif-at-Risk

Nil-at-Risk is the difference in net interest income (Nli)
between a base scenario and four alternative scenarios.
It is defined as the worst outcome of the following
scenarios: gradual increase or decrease in interest rates
by 200bps and instantaneous increase or decrease of
10Cbps. All scenarios are measured over a time herizon
of one year. Nil-at-Risk covers all expected cash flows,
including commercial margins and other spread components,
from interest-rate-sensitive assets and liabilities and
off-balance sheet items in the banking book. A floor

of -100bps on market rates as welt as a fioor of Obps
on retail deposits is applied.

NIl-at-sisk (in %)
Duration of equity (in years)

97

Buration

Duration of equity measures value changes resulting from
minor parallel shifts of the vield curve. The computation of
duration is based on a comparison between a base curve
and the change in the economic value of a portfolio due
to an interest rate increase/decrease. We also measure
the value sensitivity to changes in individual maturities

on the yield curve.

The following table shows the interest rate risk metrics
at yearend 2018 and 2017.

-1.2 0.5
1.4 2.2

The risk appetite for interest rate risk was lowered in

the annual review of the risk appetite statement for 2018,
while also anticipating a periodic methodology review
and stricter regulatory testing (supervisory outlier test).
In addition, the way non-maturing deposits are modelled
has been updated to ensure accurate measurement

and management of interest rate risk. Duration of equity
decreased from 2.2 to 1.4 years. Although duration of
aguity increased due 1o business developments and

the updated non-maturing deposits model, the effect
was more than offset by active hedging of the portfolio.

The Nil-at-Risk at yearend 2018 increased 10 -1.3%
(approximately EUR -67 million), reflecting the impact

on Nif in the scenario of an instantaneous decrease in
interest rates of 100bps. Prior to 2018, Nil-at-Risk only
included the scenarios of a graduat increase and decrease
in interest rates of 200bps. The NH-at-Risk for 2017
(-0.5%) reflected a reduction of N in the scenario of a
gradual decrease in interest rates. For comparison, the
impact of a gradual decrease in interest rates amounted
to -0.4% at yearend 2018.

The highest Nl occurs for the scenario where interest
rates rise gradually by 200bps, in which NH would increase
by 7.2% lapproximately EUR 366 million).

Piavket risk in the trading besk
Market risk exposure 0T 23]
ABN AMRO applies a diversified portfolio VaR approach,
which takes into account the fact that returns across risk
factors may offset cne another to a certain extent and
consequently reduce risk. As long as these returns are

not perfectly correlated to one another, VaR figures based
on a diversified portfolio approach will be lower than if the
figures are calculated using undiversified VaR. Undiversified
VaR means that the VaR figures computed for the different
risk factors are summed up without taking into account
any offset across risk factors, and therefore negates the
potential for risk reduction.

The following graph shows the total VaR ('VaR diversified’)
and aggregation of the stand-alone risk factors
('VaR undiversified’).

Yall diversified and undiversifisd

Yak diversified and undiversified
tin millions}
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Jan 2008

AN

Dec 2018

\W\j ”\M%‘xw&\"ﬁﬁw

Jul 2088

Oct 2018

Apr 2080

e AR divessitiad o \aff undiversitied

07.11.2020 kl 07:52

Brgnngysundregistrene

Side 103 av 295



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

internal aggregated diversilied asd undiversitisd Val

far all rading positions

31 December 2018 31 December 2017

Undi fied

Und ified

VaR at fast trading day of period 09 1.4 2.7 3.7

Highest VaR 5.0 1.4 122 138

Lowest VaR 06 14 18 29 e
Average VaR 2.0 34 6.3 7.2 EE

In 2018, the average diversified 1-day VaR ata 99%
confidence level decreased by EUR 4.3 million

to EUR 2.0 million compared with 2017. The highest
diversified VaR in 2018 was £UR 5.0 million. The average

Regulatory capital market risk

RYWA How statoment market risk |
{in millions}

undiversified VaR decreased from EUR 7.2 million to
EUR 3.4 million in 2018. The overall decrease obsarved in
2018 was driven by an overall reduction of positions.

2,391 104
1,612
31 December odel Other 31 December
201 changes 2018

RWA for market risk decreased to £EUR 1.6 billion (2017:
EUR 2.4 billion) as a result of updated market risk models.
{n addition, RWA reduced due to a reduction of positicns,
shown in the category other.

5]

TE]
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perational risk

(perational risk by risk type

ABN AMRO has provisioned for litigation of historical
claims against the bank. These claims are accounted for
in the balance sheet under provisions (more information
on provisions is included in note 29 to the Consolidated
Annual Financial Statements). The figures below show the
operational risk losses without provisicons for litigation and
include litigation payments charged to those provisions.

syses by svent calagury

af nat

<5 @inou

. .0 2 9 0 0 0 [ ]
Clients,  Extemnal Execution, Techno-  Disasier  Iniernal  Employee
products fraud  delivery,  logy and and fraud  practices
and process public and

manage- stiuctuie  safety workplace
1Eent failures satety

! Operational losses are presented excluding provisioned claims.

We made further payments for cases for which large
provisions for litigation were made in previous years,

such as SME derivatives-related issues. These payments
are included in clients, products and business practices.
External legal expenses refating to the handling of claims
are aiso accounted for in this category. in the same
category, a provision has been made for additional costs
of accelerating CDD remediation programmes in Retail
Banking (+CS) and Commercial Banking (See note 23
Provisions of the Consolidated Annual Financial Statements
for further information). The majority of losses in the
axternal fraud category were relatively small. Most of

the small externat fraud losses involved card-related fraud.
Costs incurred for ATM attacks are also recorded as
axternal fraud. The net loss for execution, delivery and
process management consists of small processing errors.

Gybercrima

Cyberattacks are growing in severity and risk, organised by
criminal groups and/or activists. We therefore continuously
mitigate these risks to prevent security breaches from
occurring. An increasing number of DDoS attacks were
launched against the bank in the past year. These kinds

of attacks do not reach our customer data, but occupy a
bandwidth of resources with the aim of denying services

to our clients. New technology for DDoS prevention

was successfully implemented. With our transition to
open panking (PSD2), customer data (e.g. transactions,
batances) can be aggregated and transferred, stored and
used in the infrastructure of a third party. This is associated
with an increased risk profile for ABN AMRO's cyber
security, as it increases the attack surface and therefore
also the potential threats.

As we continued to strengthen our security controls

in 2018, losses were low despite the persistent volume
of attacks. However, operational losses resulting from
external fraud through digital client channels were higher
in 2018 than in 2017. Compared with 2012 {baseline: 100),
the level of fraud losses in 2018 was 10 (2017: 8, 2016: 4,
2015: 7). The volume of phishing, malware and card theft
attacks increased in 2018 compared with 2017. Besides

a strong central CISO team, all bank employees need to
know how to deal with information security risks. To this
end, an awarenass campaign to enhance knowledge on
managing different kinds of attacks was launched at all
levels within the Bank.

Husiness continuity

Business continuity management is part of the risk
management framework and embedded in the
organisation by first-line-of-defence roles within
businesses and support functions, subsidiaries and
countries and a second-line-of-defence function within
the corporate BCM department. Business continuity
mitigation controls, such as business continuity plans,
crisis management, business relocation plans and T
disaster recovery plans are in place to prepare and deal
with incidents and crises threatening the continuity of
critical business processes. In the years to come, the
improvement of business continuity will focus mainly
on meeting the requirements of the ISC 22301 standard,
implementation of scenaric-based response, and
autornation of the crisis management support process.

During 2018, our crisis management organisation proved
to be able to respond adequately on all occasions, restoring
business processes according to requirements and
minimising the total event loss amount. Evaluations

and root cause analyses were executed to analyse and
implement lessons learned.

Stabibity of digital services

Availability of the bank’s internet banking services during
prime time was 99.46% on average in 2018, compared
10 99.68% in 2017. This figure was impacted by the DDoS
attacks in Q1 2018. The last quarter of 2018, however,

we measured availability of 99.86%.

b
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ATM attacks

ABN AMRO faced several ATM attacks in 2018. The Bank
continuously undertakes serious measures to minimise
these risks.

Regulatory capital

RV How stetewment aperational sk’
{in s}

AMA Other 31 December
impact 2018

" No RWA impact from CRD V/CRR on operational sisk.

Operational risk RWA decreased to EUR 19.1 billion in
2018 (2017: EUR 19.6 billion), mainly as a result of
updated capital calculations. The figures still include
several add-ons in RWA. These add-ons will remain part of
RWA, pending the final decision of the ECB following their
on-site investigation regarding the AMA model, which took
place in 2018.
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Liguidity nis|

Liguidity risk management
The cobjective of ABN AMRO's liquidity management is
to manage the bank’s liquidity position and to comply

Liguidity risk indicators

at all times with internal, regulatory and other relevant
liquidity requirements. Various indicators are used to
measure the liquidity cbjectives.

Avatiable fquidity buffer {in billions)
Survival period {moderate stress)
LCR

NSFR
Loan-to-Depasit ratio

84.5 72.5

= 12 months > 12 months
>100% =100%
>100% >100%

mM% 112%

The survival period reflects the period that the liquidity
position is expected to remain positive in an internally
developed (moderate) stress scenario. This scenario
assumes wholesale funding markets deteriorate and
retail, private and corporate clients withdraw part of their

Liguidity buffer composition

deposits. The survival period was consistently >12 months
in 2018. The liquidity coverage ratio (LCR) and the net
stable funding ratio (NSFR) both remained above 100%
throughout 2018.

31 December 2018 31 December 2017

Liguidity buffer LCR eligible  Liquidity buffer LCR efigible
{in billions) Levelt Level 2 Level 1 Level 2
Cash & central bank deposits! 337 337 289 28.9 0.0
Goverament bonds 259 26.0 0.7 310 30.2 14
Covered bonds 2.0 22 18 18
Retained issuances 43 4.1
Other 76 6.8 0.9 6.8 6.7 03

- of which in EUR 88.5%
- of which in other currencies 1.5%

91.6%

8.4%

The liquidity buffer consists largely of cash and deposits at
central banks, government bonds and retained issuances.
Most of the securities in the liquidity buffer, with the
axception of retained RMBS and retained covered bonds,
qualify for the LCR. Furthermore, both the liquidity buffer
and the LCR buffer face haircuts based on their market
value. Thase haircuts are used to daeterming the liquidity
value. Haircuts may differ between the two buffers as

The mandatory cash reserve with the central bank has been deducted from the cash and central bank deposits in the fiquidity buffer.

the internal assessment of the liquidity buffer may deviate
from the LCR definition. The liquidity buffer increased by
E£UR 12.0 billicn to EUR 84.5 billion at 31 December 2018
(31 December 2017: EUR 72.5 billion). This increase is
linked to volatility of short-term business lines and active
liguidity management. Government bonds increased by
EUR 4.9 billion, mostly due to the further strengthening
of the USD liquidity buffer.

b

07.11.2020 kl 07:52

Brgnngysundregistrene

Side 107 av 295



Bronneysundregistrene

Arsregnskap regnskapsaret 2018 for 913315340

Loan-to-Bepesit ratio

{invmilfions}

Loans and advances customers

Deductions
Selected current accounts refated to
ABN AMRO Ciearing Bank
Fair value adjustment from hedge accounting
Total deductions

31 December 2018 31 December 2017

270,886 274,806

5,586
3,188

7,371
3,700

-8,771 -1,071

Adjasted Loans and advances customers
Bue to customers

Debt certificates issued through Groenbank BY
Reductions

Deposits from Dutch State Treasury Agency

262,115
236,123

263,835
236,699

Adjusted Due 1o customers

Adjusted loans and advances to customers decreased to
EUR 262.4 billion at 31 December 2018 (31 December 2017:
EUR 263.8 billion). This was largely linked 1o a EUR 1.7 billion
decline in the residential mortgage book. Adjusted due

Liguidity buffer currsncy diversification

{n billions, figuidity value)

EUR
usp
JPY
GBP

to customers decreased to EUR 235.3 billion at

31 December 2018 (31 December 2017: EUR 235.9 billion).
The LtD ratio decreased to 111% at 31 December 2018
(31 December 2017: 112%).

31 Becember 2018 31 December 2017

74.8 56.5

8.2 3.8

0.5 14 s

0.2 0.3 m
2

The table above shows the breakdown per currency in
the liguidity buffer. The currency composition reflects the
composition of the balance sheat, which mainly consists
of EUR and USD exposures. The USD liquidity buffer
increased as a result of further refinement of the

Liguidity buffer compesition — monthly average

{in billions, liguidity value}

Cash & Central Bank deposits'
Goverament bonds

Covered bonds

Retained issuances

Third party RMBS

Other

methodology used to manage liquidity risk in USD.

The monthly averages of the liquidity bufler are shown
in the table below.

2018 2017
29.1 289
32.4 316
2.7 18
2.8 5.3
0.6

74

70

! The mandatory cash resetve with the central bank has been deducted from the cash and central bank deposits in the liquidity buffer.

et
et
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Funding

[OTE 21}

Liakility and equity breakdown 4
Client deposits are our main source of funding,
complemented by a well-diversified book of wholesate
funding. The graph below shows the liability and equity
breakdown for the full balance sheet.

Limbility and equity breakdown
{iri s}

236.1 2367

21.4 212 195
ssued debt & e o Danks Secarities inancing Equity Other
Subordinated liahilities

Client deposits

31 December 2008 B 31 December 2047

The graph below shows the breakdown of client deposits
by segment.

Broakdown of clisnt deposits
{ir

35 28
jorate & Institutional Sroup Functions
Banking deposits deposits

denositst deposits denosiis’

31 December 2018 ¢ 31 December 2017
' 1n 2018, SME Banking clients were transferted from Retadl Banking to Commetcial Banking. The figutes as per year-end 2017 have been adjusted

for this transfer.

g

2018
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Available funding instruments Aol (D4
A key goal of the funding strategy is to diversify funding
sources. Our funding programmes allow us to issue

various instruments in different currencies and markets,

AL

Overview of funding types

{in millions}

enabling us 1o diversify our investor base. A description
of capital and funding instruments issued by ABN AMRO
is provided on our website, abnamro.comyir. The table
below shows a breakdown of total funding instruments.

31 December 2018 31 December 2017

Euro Commercial Paper 2,026 2,408
London Certificates of Deposit 9,944 9,373
US Commerciat Paper 3,830 4,115
Total Commereial Paper/Centificates of Deposit 15,801 15,896
Senior unsecured {medium-term notes) 31,848 28,751
- of which green honds 1,771 1,008
Covered bonds 22,629 30,708
Securitisations 500 1,250
Saving certificates 6 6
Total fssued debt 80,784 76,612
Subordinated Eabilities 9,805 9,728
Total wholesals funding 20582 86,331
Other long-term funding’ 8,765 8,796

- of which issued debt matures within one year

27181 23,790

! Includes long-term repos {recorded in securities financing), TETRO funding {recorded in due to banks) and funding with the Dutch State as counterparty {recotded in due to customers)

? Includes FX effects, fair value adjustments and interest movements.

Total wholesale funding (issued debt and subordinated
liabilities) increased to EUR 0.6 billion at 31 December

2018 (31 December 2017: EUR 86.3 billion), mainly driven

by an increase in covered bonds and senior unsecured
funding. Maturing securitisations were replaced by
covered bonds.

Funding vs balance shest total

ot total assetst

Cr/ch seior

{nsecured {incl long-t

31 December 2118

Long-term funding components
The following graph shows an overview of long-term
funding cutstanding at 31 December 2018 and

31 December 2017. The information presented is based

S
Securitisations

The following graph shows the development of the total
funding instruments relative to the balance sheet totals
at 31 December 2018 and 31 December 2017.

8.6 8

Senio Subordinated Other long-term
secired debt funding

on noticnal values and therefore differs from the above
information owing to discrepancies between notional
value and issue price and fair value hedge accounting
adjustments.
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Long-term funding components |

31 December
2018
80.8 hillion

Total long-term funding and raised in 2018 amounted 10
EUR 12.1 billion. This included EUR 3.9 billion of covered
bonds and EUR 8.2 billion of senior unsecured funding.

Long-term funding raised in 2017 and 2818 |
{notionai fegian 11 j

BITTOLINTS fons)

8| securitisations
Covered honds

anior Unsecured
B suvordinated liabilities
m Qiner long-tersy funding

Capital instruments are excluded in the long-term funding
overview and included in the capital review section,
which provides a complete overview of all outstanding
capital instruments.

Q12017

Coverad honds

07 2017 Q320%7 042017

& B suhodinated liahilities

Senior Unsecured

! The issuance of the FUR 1 biflion of add#tional Tier 1 capital instrument is excluded from the graph above. An overview of the capitai instruments is provided in the capital section.

2 Other long term funding consists of the TETRO |l participation.

Long-term wholasale funding in non-euro currencias
declined to 28.3% of total outstanding fong-term wholesale
funding, compared with 30% at 31 December 2017,

in 2018, the bank raised 66.1% of its long-term funding
and capital instruments in EUR and the remainder in
USD and GBP

Diversification of the outstanding long-term funding
in non-euro currencies is shown in the following graph.

{ther long-teny funding?®

@1 2018 Q3 2018 G4 2018

Mon-pure currency diversification
of todal sutetanding tong-Term funding |
1 15

g

CHF BB obP

Other
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: ! The maturity calendar assumes redemption on the earliest
We enhance the maturity profile of our long-term funding possible call date or the legal maturity date, which does

faturity calendar

predominantly by spreading redemptions of funding not mean that the instruments will be called at the earliest
instruments over time. The average maturity of newly possible call date. Early redemption of subordinated
issued funding increased to 7.5 years, (up from 7.2 years instruments is subject to approval by the regulator.

in 2017). The average maturity of cutstanding long-term The Targeted Long-Term Refinancing Operations (TLTRO)
funding increased to 5.2 years at yearend 2018 (up from #} of EUR 8.0 billion is reported at the legal maturity of

5.1 years at year-end 2017). This was mainly the result of four years, although there is a voluntary repayment option
the issuance of covered bonds with 15-20 year tenors. after two years.

These long tenors reflect the composition of new moertgage
origination, which has shifted to mortgages with longer
fixed interest rate periods.

Maturity calender

31 December 2018

{notional amounts, i billions} 20%8 2020 2021 2022 2023 2024 2025 2026 2027 2028 =2029 Total
Senior unsecured 8.9 58 6.8 4.3 2.4 0.2 2.4 0.1 0.2 0.1 0.2 332
Covered bonds 1.8 28 2.4 2.7 1.8 18 0.5 1.6 0.6 0.7 14.0 307
Securitisations 0.5

Subordinated Habilities 1.6 . 1.5 2.4 1.2 0.9 0.2

Total Long-term funding
Total

2018 2019 2020 202t 2022 2023 2024 2025 2026

31 December 2017 78 111 i34 a3 8.3 b4 2.1 3.4 2.8 1.0 11.4 76.1

! QOther long-term funding inciudes TETRO {Eand funding with the Dutch State as counterparty

et
et
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Capital structure
Begulatery capital structurs

{in millions} 31 December 2018 31 December 2017
Total equity (EU IFRS) 21,368 21,330
Cash fiow hedge reserve 1,162 919
Dividend reserve 752 -752
ATt capital securities -2,008 -2.007
Profit attributable minus interest paid to holders of AT1 capital securities 20 21
AT1 capital securities -1,988 -1,987
Other regutatory adjustments 4326 718
Gommon Equity Tier 19,346 18,793
AT1 capital securities 1,988 1,887
Other reguiatory adjustments -1,038 -1,162
Tisr 1 vapial 20,298 12,618
Subordinated Habilities Tier 2 7674
4,687

Dlher requtatory adjustments
SIS

gillocanal

Heguiatory capital How statement ./

2018

Common Equity Tier 1 capital

Balanoe at 1 January 18,793 12775
Addition of net profit attributable to shareholders 2,286 2,774
Reserved dividend -752 -752
Interim dividend paid -611 611
Other, including requiatory adjustments -270 -392
Balance af 31 December 192,346 18,753
Additional Tier T capital

Balanoe at § Januvary 825 828
New issued Tier 1 eligible capital instruments 993
Other, including requlatory adjustments 125 -398
Balance at 31 December 8958 825
Tier t vapHal 20,296 18,618
Tier 2 capial

Balance at 1 January 2987 FO32
New issued Tier 2 eligible capital instruments 1,398
Other, including requiatory adjustments 5,443

Balance at 31 December

st
s

E
b
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{invmilfions}

Cradit risk

- of which standardised
- of which advanced
Operational risk

- of which standardised
- of which advanced
Market risk

- of which standardised
- of which advanced

Main developments in capital pesition (0771

At 31 December 2018, the Basel Il phase-in Common
Equity Tier 1 (CET1), Tier 1 and total capital ratios were
18.4%, 19.3% and 22.2% respectively. The capital position
strengthened compared with 31 December 2017,

driven by profit accumulation and a net RWA decrease.
All capital ratios were well above the regulatory minimum
requirements, and in line with the bank's risk appetite
and strategic ambitions. At yearend 2018, the fully-
loaded Basel 1V CET1 ratio improved to around 13.5%
(pre-mitigations). We are developing mitigating actions

to maintain performance under Basel IV and to further

Developments impacting capital rafios in 2018

(i %)

| 2

177

31 Becember 2018

31 December 2017

84,701 84,141
5,027 4,441
79,664 79,700
19,077 19,626

708 1,246 e

=
18,369 18,379 =
1,612 2,391 ;

1 4
1,611 2,387

reduce the Basel IV RWA impact. This is expected to
mitigate approximately 1/5th of the Basel IV RWA inflation
and will raise the estimated Basel {V CET1 ratio above
14% (post-mitigation). In addition to mitigating acticns,
we are also looking at pricing, new business models

and reducing capital intensive activities. We aim to

meet the fully-loaded Basel {V CET1 requirement early

in the phase-in period, i.e. »13.5%.

The foliowing chart shows the primary drivers of the Basel il
capital ratios in 2018.

6o A [R—— I} JR——

Divicernd

resanve

31 December Reported RWA
207 nei profit thanges

§& common Equity Tier 1 ratiofCome Tier Tratio 8§ Tier 3 ratio

Our CET1 capital target range under Basel i was 17.5-18.5%
for 2018 and has been reconfirmed for 2018. This consists
of a prudent Basel IV implementation buffer of 4-5% CET1
on top of our Supervisory Review and Evaluation Process
(SREP) capital requirement, Pillar 2 guidance and the
management buffer (totalling 13.5%). ABN AMRO reviews
the buffer and the capital target annually to reflect possible
capital developments such as TRIM and Basel {V. The
target for return on average equity (10-13%) remains
unchanged under Baseal iV

B Total capital ratio

Other 31 December
thanges 2018

Tier 2
ingtiuments

Minority
intesasts

o

At yearend 2018, RWAs included the effects of TRIM and
model reviews including Clearing. We expect regutatory
headwinds from capital regulations, the industry-wide
Non-Performing Exposure (NPE) guidance and model
reviews (including TRIM), partly offset by progress on the
CiB refocus. in particular, we expect further increase in
RWAs in respect of Clearing during 2019 reflecting results
of model review. TRIM is the regulatory assessment and
harmonisation of internal RWA models whereas NPE aims
to ensure the harmonisation of impairment provisioning
across EU banks. TRIM is not expected to materially

TE]
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impact Basel 1V Tully-loaded RWAs, whereas NPE could
impact both Basel i and Basel IV CET1 ratios and the
leverage ratio.

Devslopmants impacting capital ratios in 2018
Common Eguity Tier 1 capital

CET?1 capital increased in 2018 primarily as a result

of profit accumulation, while net profit attributable to
shareholders amounted to EUR 2,286 million. Net profit
after dividend allocation is included in CET1 capital, in
accordance with regulations and the dividend policy.

Based on the final SREPR the full phase-in of the systematic
risk buffer (from 2.25% in 2018 to 3.0% in 2019) and the
capital conservation buffer (from 1.88% in 201810 2.5%
in 2019), the SREP requirement increased from 10.45% in
2018 to 11.82% in 2019, including a countercyclical buffer
of 0.07%. The maximum distributable amount (MDA}
trigger level for ABN AMRO Bank N.V. has become 11.82%
of CET1 capital, to be increased by any additional tier 1
(AT1) or tier 2 capital shortfall. Due to the minority interest
rules interpretation of the EBA, there was an AT1 shortfall
of 0.6% at yearend 2018, as ABN AMRO Group N.V,
cannot incorporate all its available AT capital. However,
the CET1 ratio is comfortably above the MDA trigger level.

The revised minority interest rule typically impacts on
bank holding companies with a single subsidiary and a
high level of total capital, as is the case for ABN AMRO.
It implies that the portion of outstanding AT1 and T2
instruments issued by ABN AMRO Bank N.V. (the
resolution entity) in excess of the minimum own

funds requirement (excluding the SRB) can no longer
fully contribute to the consolidated capital ratios of
ABN AMRO Group.

On our Investor Day in November 2018, ABN AMRO
announced it would explore the simpilification of its
corporate structure by merging ABN AMRO Group with
ABN AMRO Bank. The Bank is making further preparations
to proceed with this legal merger, which will require
regulatory approval and the consent of several stakeholders.
A legat merger will result in simplification of our organisation
and financial benefits (lowar costs and higher regulatory
capital ratios). The simpilification of the corporate structure
removes the AT1 shortfall and is beneficial to the Tier 1,
total capital and leverage ratio at the Group consolidated
level, as the EBA interpretation for minority interest rules
no lenger applies.

Additional Tier

A total of £UR 2.0 billion of AT1 instruments is currently
outstanding. The AT1 instruments have triggers at the
Group level (7% CET1), Bank sub-consolidated level
(5.125% CET1) and Bank solo level (5.125% CET3). If
the CET?1 ratio breaks through the trigger level, the AT1
is temporarily written down. ABN AMRO is comfortably

above the trigger levels, with the Group level CET1 ratio

at 18.4%, the Bank sub-consolidated CET1 ratio at 18.4%
and the Bank solo CET1 ratio at 17.2%. Available distributable
items (AD}) at 31 December 2018 totalled EUR 18.5 billion.

Tier 2 capital

The phase-in total capital ratio (22.2%) increased by

0.9 percentage points compared to 31 December 2017
due to profit accumutation and an RWA decrease, partly
offset by the effect of the minority interest rule.

Risk-weighted assets

Total RWA decreased by EUR 0.8 billion to EUR 105.4 billion
at 31 December 2018 (31 December 2017: EUR 106.2 billion).
This decrease was primarily driven by market risk and
operational risk, partly offset by credit risk. More information
on RWA is provided in the Risk section of this report.

Further information on share capital, dividend

and capital instruments

Share capital

The share capital remained unchanged in 2018. At

31 December 2017, the authorised share capital amounted
to EUR 4,700 million, distributed as 4,500 million class A
ordinary shares and 200 mitlion class B ordinary shares.
Class A and B ordinary shares have a nominal value of
EUR 1.00 each.

At 31 December 2018, issued and paid-up capital amounted
to EUR 940 million and consisted of 940 million class A
ordinary shares. Further information is provided in note 32
to the Annuat Financial Statements.

Bividend

From 2018 onwards, the dividend payout has been set
at B0% of net sustainable profit attributable to owners
of the parent company, excluding exceptional items that
significantly distort profitability. Additional distributions,
which can either be special dividends or share buy-backs
{subject to regulatory approval), will be considered if
capital is within or above the target range and will be
subject to other circumstances, including regulatery and
commercial considerations. The combined distribution
will be at least 50% of sustainable profit.

ABN AMRO preposes a final cash dividend of

EUR 752 million, representing EUR 0.80 per share and
reflecting an additional distribution of EUR 260 million
on top of the 50% payout ratio. Together with the interim
cash dividend of EUR 611 million, this will bring the total
dividend for 2018 to EUR 1,363 millicn or EUR 1.45 per
share. This brings the payout ratio to 2% of sustainable
profit after deduction of AT1 coupon payments and
minority interests and reflects a 12% additional
distribution. In 2017, the payout ratio was 50% with

a EUR 1.45 dividend per share, or EUR 1.363 million,

b
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of which EUR 611 million (EUR 0.65 per share) was
interim dividend and EUR 752 million (EUR 0.80 per share)
was final dividend.

We expect continuing capital generation and are well
placed 1o consider additional distributions in excess of
the targeted 50% payout. However, we will continue

Capital instruments
Lapital instriments

to take a prudent approach to additional distributions
reflecting commercial and regulatory developments.
in 2019, our dividend provision in CET1 wilt be 62%
of net profit attributable to shareholiders, in line with
applicable reguiation setting cut that this should be
at least equal to the 2018 payout ratio.

21 December 2018 31 Becember 2017

First possible  Nominal Carrying Nominal  Carrying
{invmilfions} ISIN/CUSIP Maturity date calldate  amount  amount amount  amount
Tier 1!
EUR 1,000 million 5.75% per annum X51278718688 Perpetual  September 2020 1,000 1,005 1,000 1,004
EUR 1,000 million 4,75% per annum X51693822634 Perpetual September 2027 1,000 1,004 1,000 1,003
Tier 2

EUR 1,228 million 6.375% per annam X50619548216 Aprit 2021 1,228 1,288 1,228 1,426

USD 595 million 6.250% per annum XS0619547838 Aprit 2022 519 541 485 528
US00080QADTY

USD 113 million 7.75% per annum USNOO28HAPOS May 2022 99 98 g4 95

EUR 1,000 mifiion 7.125% per annam XS50802995166 July 2022 1,000 1,109 1,000 1,119

EUR 1,500 mifiion 2.875% per annam X51253955469 June 2025 June 2020 1,500 1,538 1,500 1,542
USO00800QAF28/

USD 1,500 mitfion 4.75% per annum X51264600210 July 2025 July 2020 1,308 1,21 1,249 1,275

EUR 1,000 million 2,875% per annam XS1246254573  January 2028 January 2023 1,000 1,040 1,000 1,029

SGD 450 million 4.7% per annum X51341466487 Aprit 2026 Aprit 2021 288 292 280 2868

USD 300 miltion 5.6% per annum XS1285037558 Aprit 2021 262 244 250 241
LUSO008DALAT/

USD 1,000 mitfion 4.8% per annum X51382917764 Aprit 2026 872 g18 833 792

USD 1,500 mitfion 4.4% per annum X51586330604 March 2028 March 2023 1,308 1,298 1,249 1,255

EUR various smaller instruments 2019-202 128 121 130 132

- of which efigible for regulatory capital:
Bassi lll, Tier 1
Baset IIl, Tier 2

2,000

2,000
7821 7674

flovements in subordinated Habiiities

{in milfions}

Balanoe as at 1 January

Cash flows

lssuance

Redemption

Mon cash changes

Effect obtaining/losing control subsidiaries or other businesses
Foreign exchange differences

Other

AT1 capital securities. For both AT1 instruments, the €ET1 Trigger levels are 7.0% for ABN AMAO Group level, and 5.125% for ABN AMBG Bank sub-consolidated level and ABN AMRG Bank
solo fevel. The amount of available distributable items for ABN AMRG Bank N.V per 31 December 2018 totais EUR 18.5 biflion.

2018 2017

Carrying amount ing amount
9,720 1Y

19 1,407

25 -1,888

177 -752

86 120
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Minimum capital requirements [Auiol . ,
The Pillar 1 capital requirement is the absolute minimum
amount of capital required to cover the three major risk
types that a bank faces: credit risk, operational risk and

inimaum capial reguirements

market risk, as determined in the CRD iV Pillar 1 framework.
The following tabie provides an overview of RWA and
minimum capital requirements per risk type, category

of exposure and regulatory approach.

31 December 2018 31 December 2017

Cradit risk IRB

Central governments and central banks 56 694 93 1,166
Institutions' 169 2,000 211 2,642
Corporates 3,495 43,681 3,761 47,012
Retait 1,887 19,464 1,753 21,309
- of wihich secured by imumovable preperty/retail

mortgages 1,208 15,087 1,358 16,8738
- of which gualifying revolving exposures 152 1,898 375 2,188
- of which other retail 198 2,470 218 2,742
Equities not held for trading 315 3,942 363 4,534
Securitisation positions 2 ey
Credit valuation adiustment 40 497 59 742
Other? 748 9,244 136 1,695
Total credit risk IRB 6,373 79,664 8,376 78,766
Credit risk SA
Central governments and central banks
Institutions’ 13 167 15 189
Corporates 217 2,719 130 2,377
Retait 84 1,088 69 857
Secured by mortgages on immovable property 18 228 21 257
Exposures in default 5 58 4 50
Other? 65 810 57 710
Total credit risk SA 403 5 037 355 4,441
Other risks
Market risk 129 1,612 121 2,391
- of which Standardised Approach 1 4
- of which Internal Model Approach 128 1,61 191 2,387
Operational risk 1,826 19,077 1,570 19,626
- of which Standardised Approaci? 57 708 100 1,246
- of which Advanced Measurement Approach 1,470 18,269 1,470 18,379

Total other risks

20,682

! Institutions inctude expesutes 1o banks and iavestment companies, regional and local governments and pension funds.
! Other includes non-credit obligations.
! Inclusive Basic Indicator Approach.

Main regulatory developments

CRD tV and CRR came into full effect on 1 January 20189.
Further to this, the European Commissicn issued draft
texts in November 2016 to amend CRD {VW/CRR/BRRD,
which include the changes 1o the leverage ratio and MREL
mentioned hereafter. The EU legislative bodies are
currently discussing finalisation of these proposals.

The Basel Committee has set the implementation date at
1 January 2022, from which date the output floor will be
gradually phased-in over a period of 5 years. Basel IV will

significantly impact ABN AMRO's portfolio. Based on year
end 2018 figures, the assessment indicates a potential
increase of RWA of around 36% when applying a 72.5%
floor. The calculations could still contain uncertainties,

as a number of assumptions are made on how Basel IV
standards will be applied. The potential impact may differ,
depending on the implementation into European law and
regulations. The assessment is based on a static balance
sheet and does not take into account management
actions. We aim to meet the fully-loaded Basel IV CET?
requirement early in the phase-in period, i.e. 13.5%.

b
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Impact of CRD IV/CRR fully-leaded rules on capital ratios

31 December 2018
Commeon Equity Tier 1 capital
Common Equity Tier 1 ratic
Tier 1 capital

Tier 1 ratio

Total reguiatory capital
Totat capitat ratio

RWA

Leverage ratio (CDR)

Phase-in Fully-loaded
19,246 19,245
18.4% 16.4%
20,296 20,256
19.2% 19.2% 2
23,286 23,288 &
22.2% 22.1% =
105,381 105,391
4.2% 4.2%

The CRR fully-loaded CET1 ratio at 31 December 2018
was 18.4%, which was equal to the CRR phase-in CET1
ratio. Under the CRD IV/CRR fully-loaded rules, RWA
are equivalent to those under the phase-in rules. The
amount of CET1 capital under the fully-foaded rules is
approximately equal to the amount under the phase-in
rules, since the fully-loaded impact on CET1 capital

deductions is largely neutral. The CRR fully-loaded total
capital ratio at 31 December 2018 was 22.1%, which was
slightly lower than the CRR phase-in total capital ratio of
22.2%. in 2018, the fully-loaded ratio was lower than the
phase-in ratio, as the revised EBA Q&A rule on minority
interest had a more positive impact on the phase-in ratio
than on the ratio under the fully-loaded rules.

Leverage ratic

31 Becember 2018 31 December 2017
{invmilfions} Phase-in  Fully-loaded Phase-in Fully-loaded
Tier § vaphal 20,296 20,356 18,618 18,780
Expostire measure {(under COR)
On-balance sheet exposures 281,295 381,285 393,171 393,171
Off-baiance sheet exposures 40,092 40,092 31,915 31,815
On-bhalance sheet netting 9,875 9,875 12,427 12,427
Derivative exposures 56,786 86,786 59,864 59,864
Securities financing exposures 1,580 1,580 1,261 1,261
Other reguiatory measures -8,198 -8,198 11,961 11,971
Exposurs measurg 481,428 481,428 486,577 486,666
.Léée.ra.gé r.at.io"(GIDR) ......................... e a0 L T
Impact CRR 2 {incl. SA-CCR) 53,496 33,496 56,116 56,116
Exposure measure {incl, GRR 2} 427933 427933 430,581 430,550

The CRR introduced a non-risk-based leverage ratio that
is expected 1o become a binding measure with effect
from 2021. ABN AMRO aims for a leverage ratic of at
least 4%. At 31 December 2018, the fully-loaded leverage
ratio of ABN AMRO Group increased slightly to 4.2%,

(31 December 2017: 4.1%) reftecting a decrease of the
axposure measure, resulting mainty from balance sheet
management and seasonal effects.

ABN AMRO expects a change in the methodology for
calculating the exposure measure. The Basel Commitiee
on Banking Supervision and the Council of Finance
Ministers of the European Union (ECOFIN) both reached
agreement on the use of the SA-CCR calculation

meathodology for clearing guarantees, providing further
confidence that this will be applicable via CRR2 in 2021
at the earliest. ABN AMRQ estimates that the cumulative
CRR2 adjustments including SA-CCR would decrease
the exposure measure by approximately EUR 53.5 billion,
which would improve the fully-loaded leverage ratio by
0.6% percentage points to 4.8%. ABN AMRQ continues
to monitor and report the leverage ratio as being at least
4%, based on the current CEM methodology.

TE]

The potential merger between ABN AMRO Bank and Group
will improve the leverage ratio with 0.2 percentage points,
as the regulation for minority interest will no longer apply.
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The exposure measure is reported to the Asset and as {macro) economic conditions, regulatory developments
Liability Committee (ALCO) at business line level and and capital related uncertainties. in the event of risk
monitored closely in order to ensure the leverage ratio appetite breaches for the leverage ratio, the bank-wide
remains within the bank’s risk appetite. The leverage ratio escalation paths for capital and funding are followed.

outlook takes into account business specific plans as well

MREL
Regutatory capitat 232,286 22,605
Reversal minority adjustment ATt and T2 5,388 5,625
Other MREL eligible liabilities' 1,874 1,618
Totat risk-weighted assets 105,391 106,157
MREL: 28.2% 28.1%

! Other MREL edigible Babilities consists of subordinated liabilities that ate not included in reguiatory capital.
! MREL is calculated as total regulatory capitai plus other MREL eligible subordinated liabifities divided by total risk-weighted assets

The minimum requirement for own funds and eligible The binding MREL requirement is set at 8.91% (including
lighilities (IMREL) aims to ensure that banks in the senior debt) of total liabilities and own funds (TLOF),
European Union have sufficient capacity to absorb equalling EUR 32.9 billion and 31.55% of RWA for 2018.
losses in the event of a potential bank failure. The Single Taking into account MREL eligible senior debt, ABN AMRO
Resolution Board (SRB) has set requirements for currently exceeds this requirement. At the end of 2018, a
ABN AMRO Bank at the consolidated level in ling bill was passed in the Dutch Parliament and Senate which
with a Single Point of Entry resolution strategy. introduces a new category of MREL eligible debt to the

creditor hierarchy, called senior non-preferred. ABN AMRO
has an MREL ambition of 29.3% of RWA for yearend 2019,
to be met with own funds subordinated instruments and
senior non-preferred instruments.

b
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ustainability risk

Advice on increased sustainability risk

Certain industries face more sustainability risks than
others and the nature of the risks they face can also vary.
Our Sustainable Banking department provides advice on

Glohal advice?

18
115 7

106

2018 17
Total 472

87

' Provided by the central sustainability risk department.

The number of cases in which the Sustainability Banking
department provided advice decreased by 65 to 472

in 2018. This decrease was caused by the transfer of
responsibility for non-complex mostly client acceptance
files to other risk departments. The number of timas the
Sustainable Banking department gave advice related to
our lending activities increased by 49 to 215 in 2018.
Lending activities require a more extensive sustainability
assessment than client acceptance. For lending activities,
specific policy requirements apply to seven sectors.
Furthermore, sach sector is divided into multiple
sup-sectors and activities at different places in the
supply chain.

The types of advice and conclusions are presented below.
The 472 cases for which advice was given in 2018 included
28 rejected cases and 191 approved cases. in 251 cases,
approval was subject to certain conditions, which is a
significant increase on 2017. The conditions range from
requesting additional information 1o engagement aimed

at realising substantial improvements in sustainability
performance.

017
Total 537

clients operating in industries with a higher sustainability
risk. The following graphs present a breakdown of advice
given for each industry as well as the type of advice

and conclusions.

Agriculture

i Chemicals & Pharma
B Defence

Enesgy & Public utilities
B sisheries

E Forestry
g

ilee

g Manufacturing industry
B ining & Metals

4 Miscellanenus industries

B Qil& Gas

E Tohacco

% Tramsport & Logistics
m Jiher indusiries

Tvpe of advice

2018 2087

lient arceptance BB Other requests

?fq\\ Request for finance

et
et
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Conclusion of advice

07

BR Rejections
[ Approved with conditions - Withdrawn

Effectiveness of sustainahitity risk management

We believe that we are in control of our sustainability risk.
Approximately 6% of the advice was negative in 2018.
First-line relationship managers are aware of the bank's
sustainability risk policies and predominantly submit credit
applications that comply with these policies. In addition,
we further developed our framework and performed
sustainability assessments for more than 3,202 transactions
in 2018, using the Global Sustainability Risk Index (GSRI)
tool. We assessed 2,273 of these transactions, mainly
regarding CIB clients, for compliance with our ESE standards,
as they involved & higher level of sustainability risk. ESG/
ESE criteria are used in sustamability assessments 1o assess
clients” ethical, social, environmental and/or governance
risks, their conduct or the entities they invest in.

b

07.11.2020 kl 07:52 Brgnngysundregistrene Side 121 av 295



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

ng section include
mandatory information Is provided in accordance with BUFRE
i orovidad in the Risk, 1

pup A

e
© e

Credit guality by exposure class under the Internal
Ratings-Based (RB) approach (013

The foliowing tables provide an overview of EAD, REA
and LGD buckets by exposure class and grade category.

IRE appreach: credit quality by expesure class |

31 December 2018

Total L6D6-20% LGD 20-50% 1.GD >50%
{invmilfions} EAD FWA RWA/EAD EAD (%) EAD (%) EAD (%)
Exposure class Grade category
Central governments Investment grade 71,652 532 1% 92% 6% 2%
and central banks Sub-investment grade 175 162 92% 5% 95%
Impaired
Tatal 71827 694 1% 21% 6% 2%
Institutions' Investment grade 13,232 1,678 13% 39% 57% 3%
Sub-investment grade 979 323 33% 18% 81% 1%
Impaired
Total 14,211 2,000 14% 38% 59% 3%
Corporates Investment grade 51,415 13,218 26% 37% 59% 4%
Sub-investment grade 66,146 25,711 39% 72% 28% 0%
Impaired 4,880 4,662 102% 35% 45% 19%
Tatal 122,341 42,691 236% 56% 42% 3%
Retait Investment grade 150,581 8,052 5% 95% 3% 2%
Sub-investment grade 23,211 9,966 43% 72% 15% 12%
Impaired 1,241 1,446 1M7% 62% 22% 16%
Total 175,033 19,464 1% 22% 5% 3%
Securitisation Investment grade 415 31 7% 100%
positions Sub-investment grade
Impaired
Total 415 31 T% 100% 0% 8% o
Credit valuation Investment grade ok
adjustment Sub-investment grade 497 g i
. T
Impaired f% :
Total 497 i
Total Investment grade 287,295 23,61 8% 81%

Sub-investment grade 90,511 26,688 1% %
| ired 8,821 6,108

! Institutions inctude exposutes 1o banks and isvestment undertakings, regional govemnments and focal authorities, and pension funds.
! Exposure at Default does not inciude EAD calcudated for equities not held for trading and other non-credit obligations.
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IRE appreach: credit guality by exposure class

{in milfions}

Exposure class Grade category

(CoTE 1S

31 December 2017

Total

LGD 0-20%

LGD 20-50%

LGD >50%

EAD

REA

RWA/EAD

EAD (%)

EAD (%)

EAD (%)

Central governments Investment grade 64,747 778 1% 30% 7% 3%
and central banks Sub-investment grade 308 388 125% 96% 4%
Impaired
Total 68,087 1.166 2% 89% T 3%
Institutions' Investment grade 13,903 2,253 16% 36% 54% 0%
Sub-investment grade 1,037 380 37% 48% 52% 0%
Impaired 2 8 494% 100%
Total 4,842 2,642 18% 26% $3% %
Corporates Investment grade 45,054 13,745 31% 47% 50% 4%
Sub-investment grade 65,932 27,436 42% 74% 25% 1%
Impaired 4,959 5,831 118% a7% 30% 23%
Total 115,944 47612 41% 62% 35% 3%
Retaif Investment grade 154,666 10,087 7% 91% 8% 1%
Sub-investment grade 21,838 9,732 45% 51% 5% 14%
Impaired 1,501 2,083 139% 40% 41% 18%
Total 178,005 21,908 12% 85% 12% 3%
Securitisation Investment grade 4 100%
positions Sub-investment grade
Impaired
Total 4 100% % 8%
Credit valuation Investment grade
adjustment Sub-investment grade 742
Impaired
Total F42
Total Investment grade 278,374 26,864 0% 81% 17% 2%
Sub-investment grade 89,117 38,678 43% 68% 28% 4%
Impaired 6,461 7929 123% 45% 32% 22%

! Institutions inciude exposutes to banks and investment undertakings, reglonal governments and iocal authorities, and pension funds.
! Exposure at Default does not include EAD calculated for equities not held for trading and other non-credit obfigations.

Additional information on forhorne, past due and credit impaired loans

Forbearance oredit quality

31 December 2018

Total
forborne

{in millions} assets

Loans and advances hanks
Loans and advances customers

Forborne assets
not past due and
not stage 3

Farborne assets
past due but not
stage 3

Impaired
forburne
assets

Specific
allowance

Collective
allowance

Total
allowance

Residential mortgages 721 268 108 344 8 28 35
Consumer foans 396 222 23 151 37 a7 75
Corporate loans 4,466 1,718 75 2,673 678 159 827
Other loans and advances customers 237 72 165 15 15
Total Loans and

advances customers 5,820 2,282 206 3,332 737 224 261

Gther assels

! Excluding loans at fair value thiough P&IL.

07.11.2020 kl 07:52

Brgnngysundregistrene

Side 123 av 295



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

Forbearsnos sredi guality

3t December 2017

Total Forborne assets  Forborne assets  Impaired
forborne notpastdue and  pastdue butnot forborne Specific  Collective Totai

{in millions} assels not impaired impaired assets aliowance allowance allowance

toans and advances banks
Loans and advances customers

Residential mortgages 1,162 584 143 434 37 37
Consumer foans 360 190 34 135 59 32 92
Corporate loans 5,666 2,229 351 3,075 758 50 808
Other loans and advances customers 212 135 El 69 5 5
Total Loans and advanoces customers' 7380 3,140 537 3,713 822 120 842

fther assels

' Exciuding loans at fair vaiue thiough P&L.

Forboms assels by gsegraphy

31 December 2018

{in millions} The Netherlands  Rest of Europe USA Asia Restofthe world Total

Loans and advances hanks
Loans and advances customers

Residential mortgages 702 17 1 721
Consumer foans 354 41 396
Corporate loans 2,885 660 266 147 508 4,466
Other loans and advances customers 173 65 237
Total Loans and advances customers' 4,115 783 266 148 509 5,820

Other assets

! Excluding loans at fair value thiough P&IL.

Forbome assels by geography |

31 December 2017

{in millions} The Netherlands Rest of Europe USA Asia Rest of the world Totai

Loans and advances banks
Loans and advances customers

Residential mortgages’ 1,124 28 1 10 1,162
Consumer toans' 318 42 1 360
Corporate loans' 3,714 563 346 203 7380 5,656
Other loans and advances customers 151 81 212
Total Loans and advances custemers'? £,308 794 347 202 TAD 1390

Bther assels

' Exciuding loans at fair vaiue thiough P&L.

Forborne assets by business segiment

31 December 2018 31 December 2017

Retaif Banking 989 1,513
Commercial Banking 2,807 3,449
Private Banking 209 297
Corporate & |nstitutional Banking 1,816 2,132

2018

st
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Maturity overview of assets and liabilities [/
The foliowing table shows financial assets and liabilities
arranged by the earliest possible contractual maturity.

Contractual maturity of assets and liahilities

31 December 2018

Between Between Between

Upte oneand three sixand Between Between More Maturity
one three  and six twelve  oneand twoand thanfive not

{in millions} month  months  months months  two years  five years years applicable Total
Assets

Cash and balances at central banks 34,371 24,371
Financial assets held for trading 435 495
Derivatives 379 208 236 241 773 1,380 2,966 6,181
Financial investments 486 1,560 848 1,818 4,182 14,3206 17982 808 42,184
Securities financing 9,177 2,985 143 70 12,375
Leans and advances banks 4,801 560 280 266 208 703 1,126 8,124
Loans and advances customers 19,022 2,188 2,017 7,060 28,420 37426 171,751 270,886
Other assets 2,374 449 154 261 a1 401 966 6,668
Lizbilities

Financial liabilities held for trading 252 253
Dertivatives 379 459 231 250 664 1,535 3,600 7,158
Securities financing 6,198 1,202 4 2 7407
Due to banks 2,726 879 387 244 4,240 4,308 353 13,4327
Due to customers 218,233 7587 1,084 1,113 844 2,197 8,328 236,123
Issued debt 7292 11,466 3,747 4,676 8,571 21,362 22,680 80,784
- of which senfor secured 115 10 1,761 2,699 7803 20,242 32,629
- of which senjor unsecured 4,854 2,282 217 1,526 5,872 13,549 2,428 21,848
- of which securitisation 500 500
- of which other 2,324 8,184 3,420 880 15,807
Subordinated liabilities 7 1,644 5,773 2,380 9,805
Other liabilittes 2,296 298 23 20 66 7 240 2,020 4,968
Total Habilities 237478 21,859 5,453 6446 15,730 35371 35578 2020 359,935
Total equit 21,360 21,360

Off-balsnce sheet lishilities

Committed credit facifities 61,166 61,166
Guarantees 2,473 2,473
lrrevocable facifities 8,946 5,946
Recourse risks arising from

discounted bills 6,822 6,822
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Contractual maturity of assets and liahilities

Between Between Between
one and three sixand Between Between Maturity
Up to one three and six twelve oneand  twoand More than not

{in millions} month  months  months  months twoyears fiveyears fiveyears applicable Total
Assets
Cash and balances at central banks 29,783 29,783
Financial assets held for trading 1,600 1,600
Derivatives 1,022 543 448 347 498 1,962 5,014 9,825
Financial investments 706 1,662 1.708 2,027 3,188 10,666 18,914 1.088 4,964
Securities financing' 10,746 3,697 621 10 612 15,686
Leans and advances banks 5,542 1,202 286 232 132 653 1,617 10,665
Leoans and advances customers 27,321 9,005 2,746 5,614 23,360 28,646 178,214 274,906
Dther assets' 2,448 216 819 3,181 215 268 881 1,605 9,743

3t December 2017

Liahilities

Financial liabilities held for trading 1,082 1,082
Derivatives a18 a4 323 276 465 1,553 4,348 8,367
Securities financing' 11,107 301 4 11,412
Due to banks 3,371 1,199 309 178 306 9,016 2,081 18,462
Due to customers 216,965 9,476 1,246 1,008 774 2,283 4,858 236,699
Issued debt 6,848 8,012 3,878 5,059 11,306 19,329 22,187 76,612
- of which senjor secured 1,613 28 339 1,91 8,581 18,258 20,708
- of which senjor unsecured 323 756 a74 3,206 2,895 10,768 3,929 28,751
- of which securitisation 750 500 1,250
- of which other 4,912 7230 3,004 756 15,903
Subordinated Eabilities 7 5007 4,705 9,720
Other liabilities' 3,487 291 50 4,862 283 17 43 2,446 11,488
Total liahilities 243,677 18,862 5816 11465 13,145 32205 38,224 2,446 371,841
Total equity 21,330 21,330

fo~ba§am:e shee‘i lishilities

Committed credit facifities? 55,295 55,295
Guarantees 2,503 2,509
lrrevocabie facifities 5,526 5,526
Recourse risks arising from

discounted bills 7130 7,130

' ABN AMRQ classified ali unsettled secutities transactions as other assets and other labilities, previously these were included in securities financing
Comparative figuees have been adjusted.
* Figures have been testated. More information on this restatement can be found in note 1 of the Annual Financial Statements.

The following table provides a maturity analysis of the
earliest contractual undiscounted cash flows for financial
assets and liabilities. Financial assets and liabilities held
for trading are recorded under On demand, at fair value.

We believe this bast represents the short-term nature

and cash flows of these activities. The contractual maturity
of the instruments may be extended over significantly
longer periods.

st

2018
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Maturity based on contractual undiscounted cash flows |

31 December 2018

Trad- Between Between Between Between Between
ing Upto oneand three  sixand ane Wwo More No
On deriv- one three andsix twelve andtwe andfive thanfive matu-

t

th th th i

Assets:
Cash and balances at central banks 34,371 34,371
Financial assets held for trading 495 495
Derivatives 378 63 486 833 1,31 2,494 4,288 8,602 15,423
Financial investments 129 284 1,667 1,102 2282 4963 15446 19,014 998 45,986
Securities financing 6,661 2,521 2,992 144 71 12,288
Leans and advances banks 1,028 3,777 565 276 292 248 767 1,183 8,239
Leans and advances customers 6,613 12,769 4,555 6,379 13,264 39,740 57758 191,832 332,909
Other assets 1,238 1,138 442 187 266 218 414 878 1,761 8,71
Total undiscounted assets 50,536 379 20,650 10680 8991 17486 47864 78670 218610 2,758 456,623
of which:
Gross seftied derivatives not

held for trading:
Contractual amounts receivable 1 2 2 4 g 12 6 35
Contractual amounts payable 6 20 26 52 101 88 20 312
Total undiscounted gross settled
derivatives not held for trading -5 -18 -24 -48 -83 -76 -14 278
Net settled derivatives not held far trading 79 51 391 513 1,066 2,058 3,086 7,244
Lishilities:
Financial liabilities held for trading 253 253
Detivatives 294 171 792 1,006 1,683 2,992 5562 7298 19,800
Securities financing 5,468 732 1,204 4 2 7,410
Due to banks 1,859 773 888 43 423 4,323 4,550 366 13,724
Due to customers 135,880 82,388 7866 1,067 1,124 880 2,260 8,388 236,328
Issued debt 7363 1,712 4,271 8,879 9,997 23,34 25,438 87,688
Subordinated liabilities 20 78 206 378 2,242 6,335 2,786 12,041
Other Habilittes 867 1,429 296 23 20 66 7 240 2,020 4,968
Tatal liabilities 144,536 294 92,843 22547 70068 9217 20,202 42,056 41510 2,020 382,232
- of which:
Gross seitied derivatives

not held for trading:
Contractual amounts receivable 8 18 26 42 65 58 9 226
Contractual amounts payable 18 38 50 101 168 211 4 590
Total undiscounted gross settled
derivatives not held for wading 10 20 24 59 103 5 364

Net settled derivatives not held for trading exd 138 222 260 748

T

0ff-balance sheet liahiiities

Committed credit facifities 61,166 61,166
Guarantees 2,473 2,473
lrrevocable facifities 5,946 5,946

Recourse risks arising from
discounted bills 6,822 6,822
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Maturity based on contractual undiscounted cash flows

31 December 2017

Trad- Between Between Between Between Between
ing Upto oneand three  sixand one two More No
On deriv- one three andsix  twelve andtwo andfive thanfive matu-
{in millions} demand atives month  months  months  months years years years rity Total
Assets
Cash and balances at central banks 29,782 29,783
Financial assets held for trading 1,600 1,800
Derivatives 979 232 113 310 404 960 2,728 1,639 7,365
Financial investments 173 535 1,670 1,725 2,058 3,246 10,752 18,995 1,088 41,248
Securities financing' 5,111 4,636 3,698 622 1 612 15,689
Loans and advances banks 1,936 4,645 1,270 409 440 498 1,300 2,238 12,735
Loans and advances customers 11,403 15,952 9,131 3,050 6,177 24,313 30,614 180,175 280,821
Other assets' 1,385 1,063 217 821 3,183 317 272 886 1,605 9,758
Total undiscounted assets 52,380 978 27063 16,088 6,838 12,283 28950 45,667 204,931 2,692 398,982
- of which:
Gross seitied derivatives
not held for trading:
Contractual amounts receivable & 7 16 31 30 54 13 158
Contractual amounts payable ] i8 24 49 74 118 22 313
Total undiscounied gross settlsd
derivatives not held for frading -3 -1 -8 -18 -4 -62 -3 -1B6
Net settled derivatives not held for trading 235 124 318 492 1,008 2,788 1,680 6,481
Liahilities
Financial liabilities held for trading 1,082 1,082
Derivatives 567 172 195 366 648 1,089 3,044 6,148 12,240
Securities financing' 9,432 1,876 301 4 11,413
Due to banks 930 2,418 1,324 594 706 1,279 9,747 2,515 19,574
Due to customers 132,784 84,182 9,477 1,247 1,100 778 2,280 4,865 236,723
Issued debt 1,698 5,166 8,031 3,920 5,122 11,410 19,476 22,319 77130
Subordinated liabilities 1 5 13 25 54 5,069 4,759 9,926
Other liabilities' 1,689 1,800 298 76 4,870 283 18 44 2,446 11,524
Total Habilitles 147674 567 95406 15,628 6,217 12470 14,307 38644 A06B0 2,446 278.6M
- of which:
Gross settled derlvatives
not held for trading:
Contractual amounts receivable 10 13 21 a0 50 50 7 192
Contractual amounts payable 3 0 13 26 37 52 6 148
Total undiscounted gross settled
derivatives not held for trading -6 -3 -8 14 -13 2 -1 44
Net settled derivatives not held for trading 176 198 367 1,106 2,897 5,245 10,632

Off-balance sheet liahiiities

Committed credit facifities? 55,285
Guarantees 2,508
lrrevocable facifities 5,526
Recourse risks arising from

discounted bills 7130

ABN AMRO classified alt unsettled securities rransactions as other assets and other Habilities, previously these were included in securities financing.
Comparative figutes have been adjusted
! Figures have been testated. More information on this restatement can be found in note 1 of the Annual Financial Statements.
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s ABN AMRO's
"0";(* the Executive Board
21 as on the legal structure and e
e Hanort of the Supervisory Bﬂa{d’f

ABN AMRO's management structure includes an
Executive Board at both ABN AMRO Group and

ABN AMRO Bank level and an Executive Committee at
ABN AMRO Bank tevel. On 1 March 2018, the Supervisory
Board appointed Mr Christian Bornfeld as a member of the
Executive Board and Chief innovation & Technology Officer
to succeed Mr Johan van Hall, who resigned on that same
date. No other changes in the Executive Committee were
made during 2018.

Role and responsibilities of the Exscutive Board

The Executive Board is the managing board of

ABN AMRO Group and ABN AMRO Bank within the
meaning of Section 2:129 of the Dutch Civil Code and

is responsible Tor (i) the genaral course of business of
ABN AMRO, for ensuring compliance with laws and
regulations and for the adequate financing of its activities;
(i) the continuity of ABN AMRO and its business; and

(iii) setting ABN AMRO’s mission, vision, strategy, risk
appetite, corporate standards and values, risk framework,
main policies, budgets, Tinanciat and non-financial targets,
and for the realisation thereof. In respect of these duties,
and to the extent they relate to ABN AMRO Bank and its
subsidiaries, the Executive Board consults the Executive
Committee, without prejudice to the Executive Board's
statutory collective management responsibilities.

The Executive Board is also required to consult the
Executive Committee regarding the strategic direction

of the bank (see next paragragh).

a; wfﬂshm and corporats

govarranes |
i\f@ k(mrm“@@ and Supervisory
neration policy. Additionally it

The Executive Board ensures close cooperation with the
Supervisory Board in the discharge of its responsibilities
and seeks the approval of the Supervisory Board for the
bank-wide strategy (in line with the pursued culture aimed
at long-term value creaticn) and targets. The Executive
Board is accountable 1o the Supervisory Board and to
the General Meeting for the performance of its duties.
in performing its duties, the Executive Board develops

a view on long-term valuea creation Tor ABN AMRO and
its business and takes into account the relevant
stakeholder interests.

Role and responsibilities of the Executive Commitiee
The Executive Committee is part of ABN AMRO Bank's
‘management body’ (together with the Executive Board
and the Supervisory Board) as defined in CRD 1V and has
duties and responsibilities based upon delegation by the
Executive Board. The Executive Committee is entrusted
with the effective direction of ABN AMRO Bank and the
subsidiaries and is specifically mandated to ensure the
translation of ABN AMRO's mission, vision, strategy,
policies, annual budget, risk appetite, standards and
values, financial and other non-financial targets into
specific group aligned strategies, policies, budgets, risk
appetites, standards and performance targets for each
business line, with the aim to contribute to long-term
value creation by ABN AMRBROQ and te build and maintain
the culture that is required for that purpose. The respective
members of the Executive Committee are also
responsible for the daily management of their own
business lines.

Chariasny
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In addition, the Executive Committee contributes to the
definition of the strategic direction of the bank: the
Executive Board is required to consult the Executive
Committee in respect of any decisions with regard to the
bank’s (i) mission, vision and strategy, and (i) risk policies,
risk appetite framework and statement. The Executive
Committee ensures an open dialogue with the
Supervisory Board, both on specific issues and in general,
in order to inform the Supervisory Board adeguately. The
Executive Committee provides the Supervisory Board and
its committees with all the information necessary for the
proper performance of their supervisory duties and as
requested by the Supervisory Board through the Chairman
of the Executive Commitiee.

In the execution of its duties, the Executive Committee
focuses on client centricity, the activities and needs of the
business lines, transformation, innovation, digitalisation
and sustainable growth of operating income and promotes
ABN AMRO Bank’s and its subsidiaries’ values through
leading by example.

Composition and diversity

The Executive Board consists of the Chief Executive
Officer {CEQ), the Chief Financial Officer (CFQ), the Chief
Risk Officer (CRQ) and the Chief Innovation & Technology
Officer (CI&TO). The Executive Committee is chaired by
the CEO and consists of the four statutory Executive

Board members and Tive non-statutory senior executives,
including four business line roles (Retail Banking,
Commercial Banking, Corporate & Institutional Banking,
and Private Banking) and one role with bank-wide
responsibilities (HR, Transformation & Communications).
The management structure is thus designed 1o create an
enhanced focus on the bank’s business activities at a
senior executive level.

The Executive Committee’s composition is based on

ABN AMRO's guiding principie that diversity of thought,
expertise, background, competences and interpersonal
styles, thus including but not limited to gender diversity,
is a prerequisite for effective management and, by
extension, for long-term value creation. In line with its
diversity policy, ABN AMRO is striving to meet the gender
target of 30% for the Executive Committee and Executive
Board. Gender diversity within the Executive Committee
is currently 22%, and 25% within the Executive Board.
When vacancies arise, ABN AMRO Group wilt give due
consideration to any applicable gender requirements

in its search to find suitable new members meeting the
fit and proper requirements stipulated in the Dutch
Financial Markets Supervision Act.

The Rules of Procedure of the Exscutive Board and the
Executive Committee are available on abnamro.com.

Personal details of the members of the Executive Board and Executive Committee

The information below refers to the members of the £xecutive Board and Executive Committee as at 12 March 2019.

o3

Kees van Ditkhuizen (Dulch, male, 1955)

Chief Executive Officer

Chairman of the Executive Board and Executive Committee

Kees van Dijkhuizen was appointed to the Executive Boards
{previously Managing Boards} of ABN AMRO Group N.V. and
ABN AMRO Bank N.V. on 1 May 2013. He was Chief Financial
Officer from 1 June 2013 to 31 December 2016 and was appointed
Chairman of the Executive Boards and CEQ effective 1 January 2017
As CEQ, Kees van Dijkhuizen is also responsible for

Corporate Office, Strategy & Sustainability and Legal

{from 1 December 2018}.

Group Audit also reports to the CEQ. On the occasion of the
General Meeting in May 2017, his mandate as an Executive Board
member was extended and aligned with his term as CEO of
ABN AMRO. His current term expires in 2020.
{her positiens: { & Mation

Lhiftord Abrehams Br male, 1957)

Chief Financial Officer and Vice-Chairman of the Executive Board
and Executive Committee

Clifford Abrahams was appointed to the Executive Boards of
ABN AMRO Group N.V. and ABN AMRO Bank N.V as a member
and Chief Financial Officer {CFO} on 1 September 2017 He was

appointed Vice-Chairman of the Executive Boards on 1 March 2018.
As CFQ, he is responsible for Finance, including Financial
Accounting, Asset & Liability Management, Controlling, Tax,
Treasury and Investor Relations. His current term expires in 2021

b

3
o5
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Tania Cuppean [Dutch, femele, 1969)

Chief Risk Officer of the Executive Board and Execative Committee Risk Management, Financial Restructuring & Recovery,

Tanja Cuppen was appointed tc the Executive Boards of Legal {until 1 December 2018} and Compliance. Her current

ABN AMRO Group N.V. and ABN AMRO Bank N.V. on term expires in 2021

1 October 2017 and was appointed Chief Risk Officer {CRO} {ether positiens:

effective 1 November 2017 As CRO, she is responsible for o

Christian Bornfeld (Dal male, 1976) S
Chief Innovation & Technology Officer of the Executive Board Innovation & Technology Officer {CI&TO) effective 1 March 2018. =E
and Executive Committee As CI&QTO, he is responsible for Innovation, [T, Corporate % i
Christian Bornfeld was appointed to the Executive Boards of information Security and Business Services. His current term

ABN AMRO Group N.V. and ABN AMRO Bank N.V as Chief expires in 2021

Frans van der Horst [Duteh, mals, 1959)

CEOQ Retail Banking and Member of the Executive Committee

Frans van der Horst was appointed to the Executive Committee of
ABN AMRO Bank N.V. as CEQO Retail Banking on 5 February 20617,
subject to regulatory approval. The appointment was formally
approved by the regulator on 3 November 2017, His current term
expires in 2020. {ither positions: B

2

Daphae de Kluis (Dut
CECQ Commercial Banking and Member of the Executive Committee
BDaphne de Kluis was appointed to the Executive Committee

of ABN AMRQ Bank N.V. as CEQ Commercial Banking on

5 February 2017, subject to regulatory approval. The appointment
was formally approved by the regulator on 3 November 2017

Her current term expires in 2620.

Gert-fan Meppelink (Outch, male, 1968)

Chief HR, Transformation & Communications Officer and Member

of the Executive Committee

Gert-Jan Meppelink was appointed to the Executive Committee
of ABN AMRO Bank N.V. as Chief HR, Transformation &
Communications Officer on b February 2017, subject to regulatory
approval. The appointment was formally approved by the regulator
on 3 November 2017 His current term expires in 2020.

{uthar positiens:

Pister van Misrie (Dutch, male, 1961

CEQ Private Banking and Memhber of the Executive Committee

Pieter van Mierlo was appointed to the Executive Committee of
ABN AMRO Bank N.V. as CEQ Private Banking on 5 February 2017,
subject to regulatory approval. The appointment was formally
approved by the regulator on 3 November 2017 His current term
expires in 2020.

=
Hutger van MNoubuils (Dulch, male, 1962) Sae
CE

CEO Corporate & Institutional Banking and Member of the fother positiens: V)
Executive Committee A

Rutger van Nouhuijs was appeinted to the Executive Committee of
ABN AMRO Bank N.V. as CEQ Caorporate & Institutional Banking

on & February 2017 subject to regulatory approval. The appointment
was formally approved by the regulator on 3 November 2017

His current term expires in 2020.
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Appointment, suspension and dismissal

Members of the Executive Board are appointed and
reappointed by the Supervisory Board for a maximum
term of three years, provided that the term of office
continues up to and including the first General Meeting
to be held after the expiry of this term. The diversity
objectives laid down in ABN AMRO's internal policies

are considered in the preparation of the appointment

and reappointment of the members of the Executive
Board. The Supervisory Board notifies the General
Meeting of the intended appointment or reappointment of
a member of the Executive Board. Only candidates who
meet the fit and proper test under the Dutch Financial
Markets Supervision Act are eligible for appointment. The
Supervisory Board may appoint one of the members of
the Executive Board as Chairman (to be awarded the title
of Chief Executive Officer). Pursuant to the relationship
agreement with NLFI, the Supervisory Board gives NLF!
the opportunity to advise on the decision to appoint or
reappoint a8 member of the Executive Board and on the
decision 1o appoint the chairman of the Executive Board,
as long as NLFI directly or indirectly holds at least 10% of
the issued share capital of the Company. The Supervisory
Board may at all times suspend a member of the
Executive Board. Further information on the suspensicn
and dismissal procedure of the Executive Board is
provided in ABN AMRO Group's Articles of Association
and the Executive Board Rules of Procedure as published
on the ABN AMRO website.

Members of the Executive Committee (other than
members of the Executive Board) are appointed,
suspended and/or dismissed by the £xecutive Board
subject to the approval of the Supervisory Board and
advice of the Remuneration, Selection & Nomination
Committee. The Executive Board takes into account

ABN AMRO's diversity objectives in respect of the
composition of the Executive Committee. Only candidates
who meet the fit and proper test under the Dutch
Financial Markets Supervision Act are eligible for
appointment. The CEQ is the Chairman of the Executive
Committee. The Supervisory Board, upon the proposal of
the Executive Board and the advice of the Remuneration,
Selection & Nomination Committee, appoints cone
member of the Executive Board as Vice-Chairman of the
Executive Committee. Members of the Executive
Committee are appointed and reappointed for 8 maximum
term of four years.

Commitiess

The Executive Board has established a number of
committees that are responsible for the preparation of
deciston-making on certain subjects, for taking certain
delegated decisions and for advising the Executive Board
on certain matters. This includes the following three
risk-related committees: the Group Risk Commitiee, 2
the Group Assets & Liabilities Commitiee and the Group é‘,’; :
Central Credit Committee. More information on the . -‘3 '
delegated authority of these committees is provided
in the Risk, funding & capital section.

{n addition, the Executive Board has installed the Group
Disclosure Committee and the Group Regulatory
Committee.

The Group Disclosure Committee is responsible for,
among cother things, advising and supporting the
Executive Board in refation to (i) supervision on the
accuracy and timeliness of public disclosures by the
Group, and (ii) integrity with regard to the financial
statements and other public disclosures.

The Group Regulatory Committee is responsible for,
among cther things, ensuring a good understanding and
an adeguate overview of, and regularly informing and
consuiting the Executive Board about making strategic
choices and taking decisions on, matters relating to
changing national and international laws and regulations
affecting the Group.

fan s
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in February 2018 it was announced that Ms Olga Zoutendijk
had decided not to stand for a second term of office as

a member of the Supervisory Board and to transfer her
duties as Chairman of the Supervisory Board with
immediate effect. A search process for a new Chairman
was consequently initiated. The Vice-Chairman,

Mr Steven ten Have, temporarily assumed the duties

of Chairman until the new Chairman, Mr Tom de Swaan,
was appointed at the Extraordinary General Meeting on

12 July 2018. Mr ten Have was reappointed for a maximum
of two years at the Annual General Meeting on

29 May 2018. As a result, he has been appointed for a
total term in excess of eight years. The Supervisory Board
proposed Mr ten Have's reappointment in accordance
with the Employee Council’s recommendation and in
acknowtedgement of the valuable role he has fulfilled

as a member and Vice-Chairman of the Supervisory Board,
and the individual and collective profile included

in the meeting documents for the General Meeting.

The Supervisory Board also recognised the need to ensure
continuity in the Supervisory Board.

Mr Steven ten Have and Ms Frederieke Leeflang have
decided to resign from ABN AMRO's Supervisory Board
in 2019 in order to allow for the appointment of

Ms Anna Storékers and Mr Michiel Lap, two proposed
new members with extensive experience in the financial
sector. Mis Stordkers and Mr Lap will be nominated for
appointment to the Supervisory Board for a period of four
years at the Annual General Meeting on 24 April 2019,
Their appointments will be subject to regulatory approval.
Mr ten Have was appointed pursuant to the enhanced
recommendation right of the Employee Council. As agreed
with the Employee Council, Mr Arjen Dorland will be
attributed the latter capacity with effect from the Annuat
General Meeting on 24 April 2019.

Role and responsibilities of the Supervisory Board
The Supervisory Board supervises, advises, challenges
and supports the Executive Board and the Executive
Committee in the exercise of their powers and duties.
Together with the Executive Board, the Supervisory Board
is responsible for ABN AMRO's long-term value creation,
requiring members to execute their duties in a sustainable
manner with due observance of the long-term viability of
the strategy being pursued. in discharging its task, the
Supervisory Board takes into account the dynamics and
the relationship between the Executive Board and the
Executive Committee and its members. The Superviscry
Board's early and close involvement with the Executive
Board is required in formulating the bank-wide strategy
and targets, in line with the pursued culture aimed at
long-term value creation.

in performing their duties, the members of the
Supervisory Board are guided by the interests of

ABN AMRO and its businesses, taking the legitimate
interests of all of ABN AMRO's stakehclders (such as its
clients, savers and deposit holders, shareholders, holders
of depositary receipts, employees and the society in
which ABN AMRO operates) into due consideration.
Specific powers are vested in the Supervisory Board,
including the approval of certain decisions taken by the
Executive Board.

fup ABSEng

Composition and diversity

The Supervisory Board's composition is based on the
Board's guiding principle that diversity of thought,
expertise, background, competences and interpersonal
styles, thus including but not limited to gender diversity,

is a prerequisite for effective supervision and, by
extension, for long-term value creation. In line with its
diversity policy, ABN AMRO is striving to meet the gender
target of 30% for the Supervisory Board. Gender diversity
within the Supervisory Board of ABN AMRO is currently
29% . When vacancies arise, ABN AMRO Group will give
due consideration to any applicable gendar reguirements
in its search to find suitable new members meeting the fit
and proper requirements stipulated in the Dutch Financial
Markets Supervision Act. Collactively the members have
expertise in retail and private banking, commercial
banking, corporate & institutional banking, investment
banking, risk management, P&L line management,
strateqy formulation and execution, cultural and other
change management, [T, digitalisaticn, innovation,
economics, remunearation and human resources
management, sustainability and corporate social
responsibility, legal and compliance matters and the
development of products and services, and experience

in the key markets in which the bank is active. The
Supervisory Board has one financial expert (CPA/RA), in
accordance with the formal definition and requirements,
and two highly experienced bankers with a combined total
of 60 years of broad and deep banking experience across
all key areas of domestic and international banking.

Chariasny
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Banking, IT, digitatisation, Legal,
finance, audit, transformation, corporate governance
2018 Executive experience risk experience ihnovation experience experience
T. de Swaan %% £ x s
S. ten Have % % ' %
A.C. Dorland xit » 2 % .
F.J. Leefiang * x x - S
J.M. Rocheek % * s xx i
(4o}
J.B.J. Stegmann X %% % i =
J.ST Tiemstra %% w x 2 : .m'.

1w

=has good understanding of the subject but is not expert.
? **=can make a balanced independent judgement on the subject {expert}

sauBlifopar

All members of the Supervisory Board passed the fit and
proper test required under the Dutch Financial Supervision
Act. The Supervisory Board confirms that alf members

of the Supervisory Board are independent within
the meaning of best practice provision 2.1.10
of the Dutch Corporate Governance Code.

Persanal details of the Supervisory Beard

The information below refers to the members of the Supervisory Board as at 12 March 2019.

Tom de Swaan [Dulch, male, 1946)

Chairman of the Supervisory Board from 12 July 2018

Tor de Swaan was appointed to the Supervisory Boards of

ABN AMRO Group N.V. and ABN AMRO Bank N.V. on 12 July 2018,
His current term expires at the close of the first annual general
rmeeting in 2022 of ABN AMRO Group N.V.

her positien

Steven ten Have (Dutch, male, 1967)

Vice-Chairman of the Supervisory Board and acting Chairman

from 5 February to 12 July 2018

Steven ten Have was appointed 10 the Supervisory Board of

ABN AMRO Group N.V. on 30 March 2010 and 1o the Supervisory
Boards of ABN AMRO Bank N.V. {pre-merger with Fortis Bank
{Nederland) N.V.) and Fortis Bank (Nederland} N.V. {merged with
ABN AMRO Bank N.V. on ¥ July 2010 } on 1 April 2010. He was
appointed Vice-Chairman of the Supervisory Board on 18 May 2016
and, in this capacity, ternporarily assumed the duties of Chairman
of the Supervisory Board from 5 February 1o 12 July 2018,

After being reappointed for a maximum of two years at the Annual

General Meeting on 29 May 2018, he announced his decision to
resign from the Supervisory Boards at the Annual General Meeting
10 be held on 24 April 2019.

Lurrant pasition

Arien Bovtand (Dy
Member

Arjen Dorland was appointed to the Supervisory Boards
of ABN AMRO Group N.V. and ABN AMRO Bank N.V.
on 18 May 2016. His current term expires in 2020.

i}

h, mate, 1

Last exacutive pesition hald: |

s

eniuy

T
o

07.11.2020 kl 07:52

Brgnngysundregistrene

Side 135 av 295



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

Fredericke Leeflang [Dutch, female, 1969)

Member

Frederieke Leeflang was appointed to the Supervisory Boards
of ABN AMRO Group N.V. and ABN AMRO Bank N.V. on

18 May 2016. She has announced her decision to resign from
the Supervisory Boards at the Annual General Meeting to be
held on 24 April 2019.

Gureant position

i)

{Hther positien

Snnamiskes Bosheek (D
Member

Annemieke Roobeek was appointed to the Supervisory Board of
ABN AMRO Group N.V. on 30 March 2010 and 1o the Supervisory
Boards of ABN AMRO Bank N.V. {pre-merger with Fortis Bank
{Nederand) N.V.) and Fortis Bank {Nederland} N.V. {merged with
ABN AMRO Bank N.V. on t July 2010 } on 1 April 2010. She was
reappointed at the Annual General Meeting on 30 May 2017 and
will resign from the Supervisory Boards with effect from the date
of her successor's appointment.

female, 1958)

Surrant positio

Jurgen Stegmann (Dutch, make, 1960)

Member

Jurgen Stegmann was appointed to the Supervisory Boards of
ABN AMRO Group N.V. and ABN AMRO Bank N.V. on 12 August 2016.
His term expires at the first general meeting after 12 August 2020.

Last axacutive pesitien hald:
Suparyisory positions:

Tialting Demstra (Duich, maie, 1952]

Member

Tialling Tiemstra was appointed to the Supervisory Boards
of ABN AMRO Group N.V. and ABN AMRO Bank N.V. on
18 May 2016. His current term expires in 2020.
Susren positien: Dir Ors J5 T var lar
Suparvisory positions: e iy

fthar pasitions:
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Appointment, suspension and dismissal

Members of the Supervisory Board are appointed by the
General Meeting, following nomination by the Supervisory
Board itself. Only candidates who have passed the fit and
proper test under the Dutch Financial Markets Supervision
Act are eligible for appointment. The General Meeting and
the Employee Council may recommend candidates to

the Supervisory Board to be nominated as members of
the Supervisory Board.

In accordance with the best practice provisions of the
Dutch Corporate Governance Code, Supervisory Board
members are appointed for a period ending at the close
of the first General Meeting that is held after four (4) years
have passed since their last appointment, unless a shorter
period was set at the time of the appointment. The
Supervisory Board is required to nominate a candidate
recommended by the Employee Council in respect of
one-third of the members of the Supervisory Board

(the so-called 'enhanced recommendation right’).

The Supervisory Board must accept the recommendation
of the Employee Council, unless it believes that the
candidate recommended is unsuitabte to fulfil the duties
of a member of the Supervisory Board, or that the
Supervisory Board would not be properly composed if the
appointment ware made as recommended. in 2018

Mr Steven ten Have and Ms Annemieke Roobeek were
the members of the Supervisory Board appointed
following the enhanced recommendation right.

The Supervisory Board may suspend any of its members
at any time. The General Meeting can dismiss the
Supervisory Board in its entirety due to lack of confidence
in the Board, by an absolute majority of the votes cast,
representing a quorum of at least one-third of the issued
share capital. If this quorum is not met, there is

no possibility of holding a second General Meeting in
which no quorum applies. Further information on the
suspension and dismissal procedure is provided in

ABN AMRO Group's Articles of Association and the
Supervisory Board Rules of Procedure as published on
the ABN AMRO website.

Commitiees

The Supervisory Board has established three committees
to prepare its decision-making and to advise the
Supervisory Board on specific matters. These committees
are composed exclusively of Supervisory Board members.
These commitiees are the:

& Audit Committes

& Risk & Capital Committee

&~ Remuneration, Selection & Nomination Committee

ARG
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Meetings of the Supervisory Beard

During 2018, the Supervisory Board held five formal
meetings according to the pre-set schedule, twenty-three
additional meetings and four informal team meetings.

The additional meetings focused on specific subjects,
such as composition and competency profile of the
Supervisory Board, strategy, capital distributions/buy-
backs, on-site inspections, succession ptanning and the
budget plan for 2019-2022. Supervisory Board meetings
take place following the meetings of the Remuneration,
Selection & Nomination Committee, the Risk & Capitat
Committee and the Audit Committee. The Supervisory
Board receives from each of these commitiees a report of
its deliberations and findings after each meeting and takes
into account the cutcome and recommendations of these
committees. The Company Secretary attends all meetings
and is the secretary of the Supervisory Board and its
committees. The Executive Board attends the formal
meetings of the Supervisory Board and prapares detailed
supporting documents. The regular meetings fast for an
average of four hours. At each Supervisory Board meeting,
on a rotational basis, an Executive Committee member is
invited to give a presentation on the opportunities and

Formal meetings {5}

. de Swaan'
0.L Zoutendijk?
S. ten Have
AL. Dorland
FJ. Leeflang
J.M. Roobeek
J.B.J. Stegmann
J.8.T. Tiemstra

4
5
5
4
5
3

Team meetings {4)

W B b BN

£

risks in their specific line of business. Other bank staff
and the external auditor were frequently invited to give
presentations on specific topics such as performance
highlights, the capital & funding plan, dividends, strategy,
an investor relations update, the risk appetite, quarterly
risk reports and quarterly audit reports. The implementation
of the bank’s strategy was extensively discussed in
several meetings with the Executive Board and Executive
Committee. These discussions included a critical review
of the business lines, an assessment of the strategic
challenges and risks, external (global) developments

and trends, and how to execute the strategy in order

to create long-term velue.

g f\ﬁé‘i

Details of the composition of the Supervisory Board

on 12 March 2019 can be found in the Compositicn and
diversity paragraph in the Supervisory Board section

The personal details and résumés of the members of
the Supervisory Board are considered to be incorporated,
by reference, in this Report of the Supervisory Board.

The attendance record of the Supervisory Board members
in 2018 was as Tollows:

Total meetings {32) Attendance {%)

Additional meetings {23}

& M 100%

2 & 24%
20 28 88%
20 29 91%
18 27 84%
20 28 88%
19 27 84%
22 1 97%

Appointment date 12 July 2018 after which 11 meetings wete held.

Focus areas and activities of the Supervisory Board
During the year, the bank refreshed its strategic priorities.
These are to support our clients’ transition to sustainability,
to reinvent the customer experience, and to build a
future-proof bank. in July, the Supervisory Board and

the Executive Committee spent two days extensively
discussing the scope, ambition and approach for the
strategic pillars. This is a good example of the Supervisory
Beard’s collaboration with the Executive Committee, and
where the focus is on long-term subjects that matter and
on setting the strategic framework for executive actions.
The refreshed Long-Term Vision & Strategy was faunched
in October 2018. The refreshed budget plan 2019-2022,
which is an important aspect of the refreshed strategy,
was discussed during the budget process later in the year.

Other key topics that the Supervisory Board discussed
with management during the year included improving the
bank’s cost-to-income ratio, simplifying internal processes

? Resignation date 1 July 2018 before which 17 meetings were held.

and controls, regulatory topics, optimising the bank’s
return on equity, updating the capital plan based on Basal
{V, improving the overall data quality (especially given the
increasing frequency of detailed data requests by the
regulators) and T innovation, as well as cybersecurity and
the development of talent within the bank, including
leadership development and succession planning at

a management body level.

The Supervisory Board's key areas of focus also included the
bank's comgliance with legislation, codes and regulations,
specifically the preparations for implementing the EBA
Guidelines on Internal Governance and the EBA Guidelines
on Suitability. The Supervisory Board was also regularly
updated on ABN AMRO's key financiat and non-financial
risks and the design of the internal risk management and
control systems. During these updates the Executive Board's
assessment of the adequacy and effectiveness of the risk
management and control systems was monitored and
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discussed. The bank’s risk appetite and {CAAPALAAP were
also discussed and approved. The Supervisory Board discussed
material legal, credit, tax and compliance files in depth.

Banks have a responsibility to help protect the financiat
services sector. The Supervisory Board sees that ABN
AMRO takes this responsibility very seriously. It invests
significant resources in combatting financial crime and
works closely with reguiators, governments, other banks
and law enforcement agencies. Accordingly, the topic of
financial crime was discussed during various Supervisory
Board meetings, as well as Risk & Capital and Audit
Committee meetings.

ABN AMRO has decided, based on self-identified shorn-
comings and input from the Dutch Central Bank, to accelerate
its existing Customer Due Diligence (CDD) programme in
order to become compliant with anti-money laundering
and terrorist financing legislation. The Supervisory Board
understands that ABN AMRO already carried out a review
of our Corporate & Institutional Banking business and that a
review of its Private Banking clients is now nearly complete.
ABN AMRO has developed remediation programmes to
speed up remediation actions in refation to Internationat
Card Services (ICS) and Commercial Banking and has shared
these with the Dutch Central Bank and committed to their
execution. For the incremental externat costs involved, the
Supervisory Board agreed with a provision taken in 2018
of EUR 85 million — for I{CS and Commercial Banking. The
amount is based on, among other items, the total number
of files, the time needed to review each file and the
percentage that will be reviewed using exiernal resources.

Over the past year, a number of European banks have
been the object of monay laundering investigations. The
Supervisory Board recognises that, with financial crime,
ABN AMRO has to be vigilant and needs to be constantly
looking for ways to strengthen its systems and raise
awareness of potential risks within the bank. Therefore,
the Supervisory Board encourages ABN AMRO to continue
investing in combatting financial crime of any form.

Members of the Supervisory Board actively engaged its key
stakeholders in 2018, visiting various parts of tha
organisation in the Netherlands and internationally to
obtain client and staff feedback regarding the bank’s duty
of care, integrity, client Tocus, culture and compaetitive
differentiation. The two members appointed pursuant to
the enhanced recommendation right of the Employee
Council, Mr ten Have and Ms Roobeek, met regularly with
the Employee Council throughout the year to maintain an
active dialogue and to obtain the Employee Council's
thoughts and input on various matters, including the top
management structure, appointments, diversity, work
satisfaction and the negoetiations for a new Collective Labour
Agreement, which was concluded at the beginning of 2018.
The Chairman and other members of the Supervisory Board
also met with the Employee Council on several formal and
informal occasions during the year. This included the annual

half-day joint meeting of the Supervisory Board, the
Executive Committee and the Employee Council (‘drie
raden overleg’), held on 27 September 2018. This year, the
joint session focused on the revised strategy, and more
specifically on the third pillar of building a future-proof bank
by further developing a solid and stable organisation that is
open and transparent and able te respond optimally to the
market. The Supervisory Board appreciates the constructive
relationship it has with the Employee Council, and highly
values the input, engagement, suggestions and considerations
provided by the Employee Council in the interests of the
bank. Active engagement was alse maintained throughout
the year with the Dutch Central Bank (DNB), the European
Central Bank (ECB), AFM, STAK AAG and NLFL. The
Supervisory Board's aim throughout was to ensure that the
bank is well positioned to create long-term value for its
shareholders and for society, while focusing firmly on clients’
interests and balancing the interests of all stakeholders.

The Supervisory Board approved amendments to the
Executive Board Rules of Procedure (including the
Executive Committee Rules of Procedure) and the
Supervisory Board Rules of Procedure on 30 June 2018.
These amendments represented the formal incorporation
of the £BA Guidelines on Suitability and internal
Governance into the Rules of Procedure.

A description of the duties, responsibilities and current
composition of the Supervisory Board, including its
committees and other positions held by members of the
Supervisory Board, is provided in the Supervisory Board
section of this chapter. More information on remuneration
is provided under Remuneration in this chapter. These
subjects are considered to be incorporated, by reference,
in this Report of the Supervisory Board.

Supervisery Beard Commitiess

Audit Commilttee

The Audit Committee is tasked with the direct supervision
of all matters relating to financial reporting and controlling.
in doing so, it is responsible Tor supervising and advising
the complete Supervisory Board on topics such as

(i) the assessment of the principles of valuation and
determination of results for the financial statements,

(i) internal control and financial reporting functions, (iii)
internal and external audit, (iv) risk assessment of issues
that could impact the financial reporting, (v) regulatory
compliance in relation to financial reporting, (vi) mediation
between internal or external auditors and/or management
it required, and (vii) reporting to the Supervisory Board.

Throughout 2018, the Audit Committee (the ‘Committee’)
consisted of MrTjalling Tiemstra (Chairman), Mr Arjen
Dorland and Mr Jurgen Stegmann. Ms Olga Zoutendijk was
also a member of the Committee until her resignation from
the Supervisory Board on 1 July 2018. MrTom de Swaan
replaced Ms Zoutendijk as a member of the Committee
on 12 July 2018. The Committee held six regular plenary
meaefings in 2018.

ARG
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The attendance rate of the membaers of the Committee was as Tollows:

2018 Regular meetings {6)

T. de Swaan'
0.L Zoutendijk?
AL. Dorland
J.B.J. Stegmann
J.8.T. Tiemstra

DB O N

Additional meetings {1)

Total meetings {7) Attendance (%)

100%

80%
100%
100%
100%

NN N BN

! Appointment date 12 July 2018 after which 2 meetings were held.
! Resignation date 1 July 2018 before which 5 meetings were held.

In addition, Mr Steven ten Have, in his role as acting
Chairman of the Supervisory Board, attended one plenary
meeting of the Commitiee in March 2018. Ali regular
plenary meetings of the Committee were also attended
by the CEQ, the CFO and the CRO. The Directer of Group
Audit, the Director of Financial Accounting, the external
auditor and the Company Secretary also attended the full
plenary meetings. At one meeting, however, a representative
of the Director of Group Audit was present, while a
representative of the Director of Financial Accounting was
present at another meeting, and a representative of the
Company Secretary was present at a further meeting.
Lastly, it was decided that, from November 2018 onwards,
the Director of Corporate Controlling would attend plenary
Committee meetings on a standard basis.

Additionally, the Committee held a conference call in
January 2018 to discuss the bank's readiness for iFRS 9 and
to pre-discuss the final 2017 dividend proposal. The CFO,
the CRO, the external auditor, the Director of Financial
Accounting, the Company Secretary and a representative of
the Director of Group Audit also joined this conference call.

in addition to the plenary meetings, the Chairman and
other members of the Committee regularly held separate
sessions throughout 2018 with officers such as the
Diractor of Group Audit, the CFQ, the CRO, the Director of
Financial Accounting and the Director of Corporate
Controlling. The Chairman of the Committee met the
axternal auditor bilaterally several times in 2018, focusing
on the progress of the external audit and other subjects
relevant to the responsibilities of the Committee. The
Chairman also met with the European Central Bank and
the Dutch Central Bank once in 2018. in addition,
Committee members met various department managers
to ensure the members remained well informed about the
subjects under their supervision. Directly after the
meeting in March 2018, when the annual accounts were
discussed, the Committae met the external auditor
bilaterally to seek confirmation that all relevant matters
from the audit had come to the Committee's attention.

The topics discussed by the Committee in the plenary
meetings included the guarterly reports, the interim and
annual accounts, the quarterly press releases, the interim
and final dividend proposals, the 2017 Integrated Annual
Review and 2017 Annual Report of ABN AMRO, and key

audit matters reported by internal and external audit, such
as those described in the Independent Auditor's Report
on page 258 and further of this Annual Report. in relation
to the latter, the Audit Committee discussed all control
observations and key audit matters identified by the
internal and external auditors, including progress on
improvements. The Committee also discussed financial
reporting, the overall internal control environment, the
governance and internal controls pertaining to financial
reporting, adherence to legisfation and regutations
governing financial and regulatory reporting with a focus
on {FRS 9, regular reports on any signals from clients or
employees suggesting possible internal control issues,
and updates on tax and tax-related issues.

The Committee extensively discussed the performance
and audit ratings of the bank’s first- and second-line
departments on & quarterly basis. During sach meeting
the Committee devoted attention to the procedures for
financial reporting, including the procedure for establishing
loan impairments, the timelines in which impairments are
established, and the robustness and development of the
financial results and ratios, including the level of loan
impairments. The Commitiee also took note of financiat
reports issued to supervisory authorities, such as the
COREP and FINREP reports.

in addition, the Committee considered the role,
performance and reperts from Group Audit, reports from
the external auditor, management letters and the auditor's
independence and fees. The Committee was also
informed of, and discussed, all relevant letters from the
turepesan Central Bank and the Dutch Central Bank. The
Committee closely monitored the financial and regulatory
reporting improvement programmes in 2018 and was
regularly updated on the progress of these programmes by
the Executive Board, Group Audit and the external auditor.

As well as the regular topics mentioned above, in February
2018 the Committee received the report of the external
auditor regarding the 2017 Ceonsolidated Annual Financial
Statements. The Committee also exchanged views on a
letter from the VEB, focusing on the explanation provided
by the externat auditor during the Annual General Meeting.

in March 2018, the Committee reviewed and discussed
the 2017 Integrated Annual Review, the 2017 Annual
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Reports of ABN AMBO Group and ABN AMRO Bank and
the audits by the external auditor of these reports, the
Management Control Statement and the overview of
whistleblowing cases for the year 2017.

In May, in addition to the regular agenda items, the
Committee discussed the 2018 Audit Plan of the external
auditor and was updated by the Director of Group Tax on
ABN AMRO's tax control framework and tax policy.

In August 2018, apart from the standard agenda items,
the Committee discussed and subsequently advised the
Supervisory Board to approve the auditor independence
policy. For the first time, the Committee also reviewed
the proposal to extend the appointment of E£Y as

ABN AMRO's external auditor.

In November 2018, in addition to the standard agenda
items, the Committee advised the Supervisory Board to
approve the Group Audit Plan 2018 and the annual review
of the Group Audit Charter. The Committee was also
informed of the most impoertant tax developments

for ABN AMRO. Lastly, the Committes advised the
Supervisory Board positively on both the appointment

of external auditors as part of the planned legal merger
between ABN AMRO Group and ABN AMRO Bank and
on the reappointment of £Y as the bank's external auditor
for 2019, 2020 and 2021.

Hisk & Capital Commiliss
The Risk & Capital Committee is responsible for supervising
(and advising the complete Supervisory Board on) topics such

T. de Swaan'
0.L Zoutendijk?
AL. Dotrland
F.J. Leefiang
J.M. Roobeek
J.B.J. Stegmann
J.8.T. Tiemstra

[ I R N

as (i) risk management and risk control, (i) the strategies
for capital and liquidity management, (i) the bank's risk
appetite and risk strategy and reviewing the business
activities in relation to these matters, (iv) compliance with
applicable laws and regulations (including codes of conduct
and internal procedures), tv) risk and compliance awareness
within the bank, (vi} sound remuneraticn policies and
practices in light of risk, capital, liquidity and expected
earnings, vil) proposing corrective and/or disciplinary
measures against members of the Executive Board in the
event of a breach of applicable laws and regulations, and
i) pericdic review of the Group’s actual risk profile.

The Risk & Capital Committee (the ‘Committee’) consisted
of Mr Jurgen Stegmann (Chairman), Mr Arjen Dorland,

Ms Frederieke Leeflang, Ms Annemieke Roobeek,

Mr Tom de Swaan (from July 2018), Mr Tjalling Tiemstra
and Ms Olga Zoutendijk (until July 2018). The Committee
held nine plenary meetings in 2018, four of which were
regular meetings and five of which were additional
meetings. These additional meetings discussed deep
dives on mortgages, non-presence country activities,
Global Markets, the ICAAP and {LAAP submission for
2018, and progress on specific Compliance change
projects. All matters discussed at a plenary meeting of the
Committee and which weare relevant for the Supervisory
Board were orally reported at the next full Supervisory
Board meeting. The full Supervisory Board also received
minutes of the Committes mesetings.

The attendance rate of the members of the Committee
was as follows:

50%
60%
100%
67%
78%
100%
78%

I A I
~N O N O WwN

! Appointment date 12 July 2018 after which 4 meetings were heid.
! Resignation date 1 July 2018 before which 5 meetings were held.

Recurring items on the Committee’s agenda in 2018 were
the Enterprise Risk Management (ERM) Report, the Capital
& Funding Plan Update, Compliance and Legal Updates,
regulatory correspondence with the ECB and DNB, and
the Risk Policy Approval Report Update, which provides a
quarterly overview of changes in relevant risk policies.
Additionally, the CRO and CFO provided quarterly updates at
the regular Committee meetings on relevant developments in
their respective areas of control. As the prevailing economic
cycle warranted increased attention for credit risk, the
Committee also received a Quarterly Credit Risk Report from
August 2018 onwards on quarterly credit risk parameter
developments, including developments in impairments,
modelling, the cost of risk and the coverage ratio.

The ERM Report provides a concise overview of ABN AMRO's
position on all risk types identified in the risk taxonomy, as
well as aiming to identify cross-risk type issues and eflects
and to provide a single integrated view on the bank’s risk
profile, benchmarked against the bank’s risk appetite
twhich is established periodically by the Executive Board
and approved by the Supervisory Board after advice from
the Committee). Over the year, more attention was paid

to geopolitical risks. Also change risk is now considered
as a separate risk area. Other important subjects included
in the ERM Report are the bank’s largest single exposures
and specific impairments. Based on the ERM Report, the
Committee also discussed matters related to risk governance,
operational risks, market risks, tax risks and credit
concentration risks. The ERM Report and all other regular
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and one-off reports were used by the Commitiee to
maintain oversight, challenge and advise the Executive
Board on the operation and efficiency of the bank's
operations versus its risk appetite, including the
functioning of its internal Risk Management function.

Each quarter the Committee assessed the updated Capital
& Funding Plans and was informed about the bank's current
capital and funding positions. The Committee discussed
the bank’s management of its capital and liguidity ratios,
including the issuance plans for capital and funding and
options for RWA steering. Particular attention was paid to
the impact of Basel {V on the bank's capital position, as
well as a potential additional sustainable profit distribution,
based on the bank’s Basel ll] capital target range 2019 of
17.5-18.5% and subject to the 2019 SREP requirement. in
all instances, the Committee advised the Supervisory
Board to approve the Capital & Funding Plan as proposed.

Based on the quarterly Compliance and Legal Reports, the
Committee discussed individual Legal, Tax and Compliance
files, the performance of the Compliance function,
Compliance policies and procedures, the refationship with
the supervisory authorities and the impact of national and
international laws and regulations. Examples of the files
that were discussed inciuded the settlement for SME
derivatives-related issues, complaints relating to Euribor-
based mortgages, the International Card Services redress
scheme and the duty of care in relation to bank account
transaction monitoring. Lastly, the Committee discussed
the annual plans of the Compliance and Legal departments.

The Committee was informed of the correspondence with
the Dutch Central Bank, the European Central Bank and
other relevant supervisory authorities in quarterly oversight
reports prepared by Group Audit and Compliance. Particutar
attention in this context was paid to on-site inspections by
the ECB and to the EBA stress test results and process.

The Committee also paid specific attention, at three
additional meetings, to certain Compliance change projects
in the areas of MiFiD i, customer due diligence and the
duty of care. Worries regarding compliance with AML
requirements, and the increasing importance and level of
attention for this topic were a permanent agenda item.
Given the prominence of these subjects, the Committee
axpects to devote continued interest to these areas in
2019. Lastly, other topics discussed by the Committee
included data quality in general, cybersecurity, Brexit,
commercial real estate and consumer credit.

218 Formal mestings {6)

Additional meetings {9)

More information on the risk, capital, liguidity and funding-
related topics discussed by the Committee is provided in
the Risk, funding & capital section.

Remunerstion, Selecton & Nominstion Commitiss

The Remuneration, Selection & Nomination Committee
(the "Committee’) is responsible for supervising (and
advising the complete Supervisory Board on) topics such
as (i) remuneration policies and their execution for
members of the Executive Board, the Supervisory Board
and selected members of senior management, (i) the
selection, appointment and reappointment of Supervisory
Board and Executive Board members, (iii) succession
plans of the Supervisory Board and the Executive Board,
(iv) the knowledge, skills, experience, performance, size,
composition and profile of both boards, (v) the
performance of the members of these boards, (vi)
reporting on the execution of the remuneration policies in
a remuneration report, and (vii) total human capital,
including talent and feadership development.

The Remuneration, Selection & Nomination Committee
consists of Mr Arjen Dorland (Chairman), Mr Steven ten
Have, Ms Frederieke Leeflang, Ms Annemieke Roobeek
and MrTom de Swaan. As Mr ten Have had temporarily
assumed the duties of the Chairman of the Supervisory
Board, Mr Arjen Dortand temporarily assumed the duties
of Chairman of the Committee from 12 February 2018.

Mr ten Have has since switched his role as Chairman for
that of member of the Committee. After the new Chairman
of the Supervisory Board was appointed, Mr Arjen Dorland
was formally appointed Chairman of the Committea.

in 2018, the Committee held six regular meetings and
nine additional meetings. Four decisions were made
without a meeting being held, in compliance with proper
procedure. All Committee members made sure to review
all relevant documents and to provide their input 1o the
Committee Chairman in advance of any meeting that they
were unable to attend. The CEQ, the member of the
Exacutive Commitiee responsible for Transformation & HR
and the Company Secretary also attended the meetings.
in accordance with stricter legislation, the Supervisory
Board continued in 2018 1o ratify alt decisions made by the
Committee, either at a meeting or in writing without

a meeting being held.

The attendance rate of the members of the Commitiee
was as follows:

Total meetings (15) Attendance {%)

T. de Swaan'
0.L Zoutendijk?
S. ten Have
AL. Dotrland
F.J. Leefiang
J.M. Roobeek

[ RN NG B N

4 6 100%

1 13%
4 60%
8 15 100%
8 14 92%
G " 73%

! Appointment date 12 July 2018 after which 6 meetings were held.
? Resignation date 1 July 2018 before which 8 meetings were held.
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in February and March, the proposals for the end-of-year
process (decisions on organisation-wide Key Performance
Indicators (KPis), performance ratings of the Executive
Boeard, determination of ldentified Staff and related
variable compensation and target-setting for 2018) were
considered and discussed and presented to the
Supervisory Board with a positive advice.

A fult evaluation of the new management structure
was conducted by external experts in early 2018
(see "Performance Evaluation” below).

The discussion on a necessary redesign of the KPI
framework that started in 2016 was completed in 2018.
The Committee regularty chalienged the existing
framework, recommending its replacement by a simpler
framework with more emphasis on leadership. Financial
KPis have since been added to align with the bank's new
strategic direction. The Committee also recommended
sharpening the KPi sustainability for the coming years.

In addition, a new performance management system was
introduced for staff covered by the Collective Labour
Agreement. This is part of the agile way of working and
entails a continual dialogue on targets.

In addition, the Committee recommended that more
management attention should be paid to crucial matters
such as talent and leadership development, talent retention,
succession planning, diversity in the broadest sense, the
design and establishment of a leadership development
function and programme, purpose and culture change.

Other subjects that were discussed extensively
throughout the year included the process for selecting
and nominating the new Chairman and two prospective
Supervisory Board members (all these searches were
conducted by an independent, external search firm,
based on clearly dafined role dascriptions, and included
interviews with mulitiple candidates for each role),
succession planning, the European Banking Authority
suitability guidelines and the results of the 2018
Employee Engagement Survey.

Performance evaluation

When the Executive Committee was set up in March
2017, it was decided that the new management structure
should be evaluated after a year. The Supervisory Board and
the Executive Board commissioned two externat experts
to carry out this evaluation. This evaluation, carried out in
2018, addressed themes such as the Executive Board and

Executive Committee structures, the Supervisory Board's
role and involvement, the bank’s leadership, purpose and
strategic story, as well as the implementation of the
culture change. At the same time, the ECB was working
with DNB to evaluate the same issues, particularly internal
governance and risk management, as part of its on-site
inspections 2018. From both evaluations board room
dynamics (the way of working together, leadership style
and open relationships) as well as technical aspects (the
importance of clearly allocated tasks and responsibilities)
came up as focus areas. These focus areas have been
extensively discussed and are currently being addressed.
The assessments of the Supervisory Board, Executive
Board and Executive Committee for the 2018 performance
year will be carried out in 2019.

infroductory Programme and Lifelong Leaming
Programme

Introductory Programme

Following their appointment, all new members of the
Supervisory Board complete an extensive introductory
programme designed to ensure they have the relevant
knowledge needed to fulfil their role, including thorough
knowledge of ABN AMRO Group and its business
activities, financial reporting by the Group and general
financial, social and legal affairs. As the knowledge,
background and experience of newly appointed members
of the Supervisory Board differ, the curriculum of the
introductory programme is tailormade.

Lifelong Learning Programmes

A lifelong learning programme is in place for members

of the Executive Board and Executive Committee.

This is designed to keep their expertise up to date and to
broaden and deepen their knowledge, where nacessary.
The objective is for members of the Executive Board and
Executive Committee to participate in the same training
3e3sions 50 as 1o foster knowledge-sharing. The curriculum
is developed and updated continually to ensure a balanced
programme covering alt relevant aspects of the bank’s
performance and taking into account current developments
in the global financial industry. Topics covered in 2018, in
joint sessions with management, included risk governance,
cuiture and conduct, interast rate risk management, data
and modelling, sustainability, agile ways of doing business
and innovation. The members of the Supervisory Board
focused in 2018 on technical knowledge relating to
non-financial risks, MIFID I, GDPR and cybersecurity.
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General Mesting

The Annual General Meeting is held each year no

later than 30 June. The agenda for the Annual General
Meeting must contain certain subjects as specified in
ABN AMRO Group's Articles of Association and under
Dutch law, for example the adoption of the Annual
Financial Statements. Shareholders or holders of
depositary receipts who alone or together represent at
least 3% of the issued share capital of ABN AMRO Group
are entitled to have items added to the agenda of the
General Meeting, provided they submit a request for this
(including reasons) to ABN AMRO Group at least 60 days
prior to the General Meeting.

The Supervisory Board and the Executive Board can both
convene a General Meeting. Shareholders or holders

of depositary receipts issued with the cooperation of

ABN AMRO Group may also convene a General Meeting,
if they represent at least 10% of the issued share capital.
NLFi may also request the Exscutive Board or Supervisory
Board to convene a General Meeting, as stated in the
Relationship Agreement.

Extraordinary General Meetings may be convened

if deemed necessary to resolve upon important

decisions, such as major acquisitions and divestments or
appointments of Supervisory Board members, that cannot
be deferred until the next Annual General Meeting.

Sharchelder structure

S
Depositary receipts (DRs!
{Not listed on the stock exchange)

+6.4% DR

ABN AMRO Group held three General Meetings in 2018:;
the Annual General Meeting on 28 May and Extracrdinary
General Meetings on 28 February and 12 July.

The agenda of the Annual General Masting of

ABN AMRO Group on 29 May 2018 included:

& the adoption of the 2017 Annual Financial Statements;

& the approval of the proposed dividend for the year 2017,

» the discharge of each member of the Executive and
Supervisory Boards in office during the financial
year 2017,

& the authorisation for the Executive Board 10 (a) issue
shares and grant rights to subscribe to rights for shares
for a period of 18 months up to a maximum of 10% of
the issued share capital of ABN AMRO Group, (b) limit
or exclude pre-emptive rights, and (¢) acquire shares or
depositary receipts representing shares in
ABN AMRO Group's own capital for a period of
18 months, subject to the approval of the Supervisory
Boeard and provided that the total number of shares or
Depositary Receipts held by ABN AMRO is limited to
10% of the issued share capital of ABN AMRO Group;

& the canceliation of shares or depositary receipts
representing shares in ABN AMRO Group's own capital
held by ABN AMRO Group and the refated reduction
of the authorised capital,

& the reappointment of Mr Steven ten Have as a member
of the Supervisory Board.

Depositary receipis
{Listed on the stock exchange (AEX)) &
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ABN AMRO Bank s a wholly-owned subsidiary of

ABN AMRO Group. At 31 December 2018, all shares

in the capitat of ABN AMRO Group were held by two
foundations: NLF! and STAK AAG. On that date, NLF! held
56.3% in ABN AMRO Group, of which 49.9% is directly
held via ordinary shares and 6.4% is indirectly held via
depositary receipts for shares in ABN AMRO Group.

On that date, STAK AAG held B0.1% of the shares in the
issued capital of ABN AMRO Group. Only STAK AAG's
depositary receipts have been issued with the
cooperation of ABN AMRO Group and are traded

on Euronext Amsterdam.

NLF

The Dutch State holds an interest in ABN AMRO Group
through NLFi. NLF} was set up with the objective to

avoid potential conflicting responsibilities that the Dutch
Minister of Finance might otherwise face and to avoid
undesired political influence being exerted. NLF! issued
exchangeable depositary receipts for shares in the

capital of ABN AMRO Group to the Dutch State. NLFl is
responsible for managing these shares and exercising

all rights associated with these shares under Dutch

law, including voting rights. NLF} acts as a standalone
shareholder independently from the Dutch State, including
the Dutch Ministry of Finance. Howevar, important
decisions taken by NLFI require the prior approval of the
Dutch Minister of Finance, who can also give binding
voting instructions to NLFI with respect to such decisions.
NLF! is not permitted to dispose of or encumber the
ordinary shares in the capital of ABN AMRO Group,
axcept pursuant to an authorisation from and on behalf of
the Dutch Minister of Finance.

NLF entered into a Relationship Agreement with

ABN AMRO Group governing their relationship after

the 1PQ. The full text of the Relationship Agreement is

will terminate if and when NLF! (directly or indirectly)

holds less than 10% of ABN AMRO Group's issued share
capital. A limited number of clauses will not terminate
under any circumstances. The Relationship Agreement
includes, amoeng other things, the following provisions,
subject to certain conditions stated in the agreement:

» the right of NLF} to be consulted by (a) the Supervisory
Board on the appointment cr reappointment of (i)
members of the Managing Beard and (i) the Chairman
of the Managing Board or the Supervisory Board,
and (b) the Managing Board on a proposal for the
appointment of the external auditor. The references to
‘Managing Board" are currently to be understood to
refer to the Executive Board;

s NLF{'s right of prior approval of any issuance
of {or granting of rights to acquire) shares in
ABN AMRO Group or ABN AMRO Bank for as long
as NLF! holds at least 33 1/3% of the shares in
ABN AMRO Group;

& for as long as NLF! holds more than 50% of the shares
in ABN AMRO Group: any investments or divestments
by ABN AMRG Group or any of its subsidiaries
with a value of more than 5% of the equity of
ABN AMRO Group, and

~ for as long as NLF| holds 50% or less but 33 1/3%
or more of the shares in ABN AMRO Group: any
investment or divestments by ABN AMRO Group or
any of its subsidiaries with a value of more than 10%
cf the equity of ABN AMRO Group;

& the obligation of NLFi to effect seli-downs of
ABN AMRO Group shares through STAK AAG;

& certain orderly market arrangements; and

& certain information rights for NLFI as long as it holds
at least 33 1/3% of the shares in ABN AMRO Group.

STRH ARG

STAK AAG is independent from ABN AMRO and the
holder of shares in ABN AMRO Group's issued share
capital. STAK AAG has acquired such shares for the
purpose of administration (ten tite! van beheern in
exchange for depositary receipts. The manner in which
this structure can sarve as a defence measure and
STAK AAG's role in this is further described in this
section under Anti-takeover measures.

in addition to serving as a defence measure, STAK AAG
also aims to promote the exchange of information
between ABN AMBRO Group on the one hand and holders
of depositary receipts and shareholders on the other.

it also promotes the acquisition of voting instructions
from DR holders, for example by organising a meseting

of depositary receipt holders prior to ABN AMRO Group’s
General Meeting. STAK AAG will also report on its
activities at least once a year in its annual report.

in addition, further sell-downs of NLF{'s shareholding

in ABN AMRO Group will take place through STAK AAG
{and in the form of depositary receipts) only.

The Trust Conditions of STAK AAG state that it will ensure
that, no later than two weeks before a General Meeting of
ABN AMRO Group is held, a meeting of depositary receipt
holders is held at which the agenda items of that General
Meeting will be discussed. Accordingly, STAK AAG held
meetings of depositary receipt holders on 6 February
2018, 3 May 2018 and 25 June 2018,

The STAK AAG website (stakaag.org) provides more
information on the activities of STAK AAG, as well as its
annuat report, articles of association (including STAK AAG's
objectives), the Trust Conditions and any information
relating to meetings of depositary receipt holders.

Two periodic meetings were held between ABN AMRO
and STAK AAG in 2018. in addition to the introduction of
newly appointed STAK AAG board members, the items
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discussed included the published financial results, the
refreshed long-term strategy and the intended governance
in the event of hostile bids and shareholder activism.

Anti-takeover measures

ABN AMRO has implemented a structure whereby
STAK AAG is the holder of shares in ABN AMRO Group's
issued share capital and has issued depositary receipts
representing such shares with the cooperation of

ABN AMRO Group. The purpose of having a structure
under which depositary receipts are created and

STAK AAG is the legal owner of the underlying shares

is to create a defence measure.

STAK AAG will do everything in its power to deter any
action that could affect the independence, continuity or
identity of ABN AMRO. In a non-hostile situation,

STAK AAG will act primarily in the interests of depositary
receipt holders. In a hostile situation, STAK AAG will act
primarily in the interests of ABN AMRO Group and its
business enterprises. Under all circumstances STAK AAG
will also take into account the legitimate interests of all
other stakeholders: clients, savers and deposit holders,
shareholders, depositary receipt holders, employees, and
the society in which ABN AMRO operates.

In a non-hostile situation, STAK AAG will grant a power of
attorney to the holders of depositary receipts to exercise
the voting rights attached to the underlying shares.

STAK AAG will not exercise voting rights on the shares,
unless holders of depositary receipts have requested it to
do so. This may be different under hostile circumstances
as described in section 2:118a of the Dutch Civil Code.

In this case, STAK AAG may refuse or revoke powers

of attorney for up to two years (whereby NLFI must pre-
approve this decision by STAK AAG as long as NLFI holds
at least 33 1/3% of the shares in ABN AMRO Group). In
this case, STAK AAG will vote itsell. In doing so, it should,
pursuant to the Trust Conditions and the articles of
association of STAK AAG, focus primarily on ABN AMRO's
interests, taking into account the legitimate interasts of
the stakeholders mentioned above.

Employee Council

ABN AMRO's employees are represented by works
councils (ondernemingsraden) at all levels of its group

in which specifically appointed delegates are centralised in

the overarching Employee Council (Raad van Medewerkers).

Under Dutch law, the managing board of any company
running an enterprise where a works councit has been
established must seek the non-binding advice of the
works council before taking certain decisions with respect
to the enterprise, such as those related to a major
restructuring, a change of control, or the appointment or
dismissal of a member of the managing board. Certain
other decisions directly involving employment matters that
apply either to all employees or certain groups of
employees may only be taken with the works council's
consent.

fup ABSEng

The Employee Council deals primarily with topics that
affect alf parts of the group’s organisation and meets
regularly with members of the Executive Board and
Supervisory Board on various cther occasions throughout
the year, inciuding an annual joint meeting of the
Executive Committee, the Supervisory Board and the
Employee Council. The Employee Council and

ABN AMRO Group have entered inte an agreement under
which the Employee Council has been granted certain
additicnal rights (the Works Council Covenant). Under the
Works Councit Covenant, the Employee Council has the
right of inquiry (enquéterecht) within the meaning of
Section 2:346 of the Dutch Civit Code in the event of a
hostile situation. The Works Council Covenant defines the
following situations as hostile: (i) a public offer has been
announced or is made in respect of shares in the capital of
ABN AMRO Group (or in respect of depositary receipts
representing such shares) or there is a justified
expectation that this will take place, without agreement
first having been reached betweaen the bidder and

ABN AMRO Group, (i) the exercise of the voting rights
by a depositary receipt holder or shareholder would
effectively be in conflict with the interests of

ABN AMRO Group and its business, or (iii} any other
situation in which the independence, continuity or identity
of ABN AMRO Group and the enterprises associated with
ABN AMRO Group could be harmed. Other situations can
be qualified as hostile by means of an agreement
between the Employee Council and ABN AMRO Group.
Furthermore, if NLFi requests the consent, cooperation
and/or a position statement of ABN AMRO Group in the
event of a subsequent placement or a private sale of
shares or depositary receipts, the Empioyee Council will
be requested by ABN AMRO Group to provide advice
within the meaning of articles 25 and 26 of the Works
Councils Act (Wet op de Ondernemingsraden).
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ABN AMRO Group is required to comply with a wide
variety of governance codes and regulations. This includes
the Dutch Corporate Governance Code, the Banking

Code and CRD V. This section explains how

ABN AMRO Group complies with these codes and
regulations. More comprehensive overviews of

ABN AMRO Group's compliance with such codes and
regulations are published under the Corporate Governance
section on abnamro.com.

Distch Corporate Governance

We believe that corporate governance that meets high
international standards significantly boosts the confidence
of the stakeholders in a company. Compliance with the
applicable corporate governance codes by financial
institutions is an important basis for restoring trust in

the financial sector as a whole. Since depositary receipts
for shares in ABN AMRO Group are listed on Euronext
Amsterdam, ABN AMRO Group is required to adhere

to the Dutch Corporate Governance Code.

ABN AMRO Group has complied with all principles and
best practices of the Dutch Corporate Governance Code,
except for the deviations and nuances described below.
Under the Corporate Governance section on its website,
ABN AMRO Group also publishes a detailed "comply or
explain’ list with regard to the Corporate Governance Code
applicable in 2018.

Best practice provision 1.3.6 is not applicable as
ABN AMRO does have an internal audit function.

ABN AMRO Group applies principle 2.7 and best practice
provisions 2.7.1 through 2.7.4, which deal with actual and
apparent conflicts of interest. Howsver,

ABN AMRO Group makes an exception with respect to
qualitative conflicts of interest (kwalitatief tegenstrijdige
belangen) that are exclusively the result of the identical
composition of the Executive Boards of ABN AMRO Bank
and ABN AMRQ Group, and the Supervisory Boards of
the respective entities.

ABN AMRO applies best practice provision 2.1.9, which
states that the chairman of the supervisory board should
not be a former member of the management board of the
company. Although Mr Tom de Swaan was a member of
the Managing Board of the former ABN AMRO, the
current ABN AMRO is the result of various legal and
operational separations and combinations, a merger and
a legal demerger that took place after the acquisition of
the former ABN AMRO Holding N.V. (the "former

ABN AMRO group’) by a consortium of banks in October
2007. The consortium consisted of the Royal Bank of
Scotland Group, Fortis and Banco Santander S.A (the
‘Consortium’). In October 2008, when the Fortis group

experienced financial difficuities, the Dutch State acquired
certain operations of the Fortis group, as well as Fortis’
interest in the vehicle that had acquired the former

ABN AMRO group. The current ABN AMRO Group N.V.
was newly incorporated on 18 December 2009 to hold the
operations, assets and liabilities of parts of the former
ABN AMRO group and the part of the Fortis group
acquired by the Dutch State. On 6 February 2010, the new
and current ABN AMRO Bank demerged from the former
ABN AMRO Bank N.V. into a newly incorporated entity.
The former ABN AMROQ Bank N.V. was subsequently
renamed Royal Bank of Scotland N.V. On 1 July 2010, the
new ABN AMRO Bank and Fortis Bank (Nederland) N.V.
maerged pursuant to a legal merger (juridische fusis),
following which the current ABN AMRO Bank was

the surviving entity (verkrijgende vennoolschap) and

Fortis Bank (Nedarland) N.V. was the disappearing

entity (verdwijnende venncotschap). The current

ABN AMRO Group and ABN AMRO Bank are therefore
different entities from the Tormar ABN AMRO Holding N.V
or former ABN AMRO Bank N.V .

ABN AMRO Group applies best practice provisions 2.2.5,
2.3.2 and 2.3.3, which set out the roles and
responsibilities of the remuneration committee and the
selection and appointment committee. instead, howsver,
of having a separate remuneration committee and a
selection and nomination committee, these committees
are combined into one committes.

ABN AMRO Group applies best practice provision 4.1.3,
which states, among other things, that (a) each substantial
change in the corporate governance structure of

ABN AMRO Group and in the compliance with the Code
and (b) material changes in the Articles of Association
should be presented to the General Meeting as a separate
discussion item or voting item, as applicable. The only
exception to this practice is that the Executive Board and
the Supervisory Board may decide to place certain topics
on the agenda under one agenda item if these topics are
justifiably related. ABN AMRQ Group censiders this to be
a further substantiation of this best practice provision,
which may be necessary due to the fact that a situation
could arise in which proposals tc amend the Articles of
Association or the corporate governance structure of

ABN AMRO Group are interrelated in such a way that
separate votes on each of those proposals could result in
an imbalanced voting result and consequently in an
imbalance in the corporate governance structure.

Best practice provision 4.3.3 is not applicable as
ABN AMRO Group does have a statutory two-tier status
(structuurregime).
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ABN AMRO Group does not apply principte 4.4

In contradiction to this principle and provision, the issuing
of depositary receipts by STAK AAG is primarily used as
a defence measure and not to prevent a situation in which,
as a result of shareholder absenteeism, a minority of
shareholders can control the decision-making process at
a General Meeting. Regulatory considerations have been
decisive in choosing a structure with depositary receipts
as a protective measure. Declarations of No Objection
could be obtained up frent only by means of a structure
with depositary receipts. These Declarations of

No Objection are required in connection with the direct
or indirect acguisition of a qualified holding in

ABN AMRO Bank and certain other regulated entities

in which ABN AMRO Group hcelds an interest. Therefore,
this structure provides the greatest possible certainty

of adequate protection for ABN AMRO Group against

a hostile takeover. Although the issuing of depositary
receipts has been set up primarily as a defence measure
and not 1o prevent absenteeism, STAK AAG aims 1o
promote the exchange of information between

ABN AMRO Group on the one hand and holders of
depositary raceipts and shargholders on the other by,

for example, organising a meeting of depositary receipt
holders before every General Meeting. More information
on the purpose and functioning of the depositary receipts
and STAK AAG, including information on situations in
which STAK AAG may decide to limit, refuse or revoke
powers of attorney (and to not obsearve any voting
instructions received), can be found on the STAK AAG
website (stakaag.org).

Compliance with best practice provisions 4.4.1 through
4.4.5 and 4.4.7 through 4.4.8 are a responsibility of

the board of STAK AAG. With respect to best practice
provisions 4.4.5 and 4.4.8, the following applies. Ina
non-hostile situation, STAK AAG will act primarily in the
interests of depositary receipt holders. in a hostile
situation, STAK AAG will act primarily in the interests of
ABN AMRO Group and its business enterprises. Under
all circumstances STAK AAG will also take into account
the legitimate interests of all other stakeholders: clients,
savers and deposit holders, shareholders, depositary
receipt holders, employess, and the society in which
ABN AMRO operates. Furthermore, STAK AAG has in
principle the obligation to grant a power of attorney to
depositary raceipt holders to exercise the voting rights
attached to the underlying shares and will not exercise
voting rights on the shares in ABN AMRO Group {unless
depositary raceipt holders have requested STAK AAG

to do so). The foregoing could be different in hostile
situations as described in Article 2:118a of the Dutch Civil
Code. STAK AAG may then dacide 1o (a) limit, exclude or
revoke powers of attorney and (b) not observe voting
instructions received for a period of up to two years.
Furthermore, under the depositary receipt terms, when
exercising the voting rights in a hostile situation,

STAK AAG should Tocus primarily on the interests
of ABN AMRO Group and its business enterprises
as set out above.

Principle 5.1 and best practice provisions 5.1.1 through
5.1.5 are not applicable because ABN AMRO Group has
a two-tier board.

Dutch Banking Code

The Dutch Banking Code sets out principles that banks
with & corporate seat in the Netherlands should observe
in terms of corporate governance, risk management, audit
and remuneration. The Dutch Banking Code applies to
ABN AMRO Bank as the main entity within a group that
holds a banking licence.

ABN AMRO is therefore committed to complying with
the Dutch Banking Code and devotes a great deal of
effort to ensuring that the spirit of the code is reflected

in the behaviour of its employees and the culture

of the bank. As such, we are pleased to confirm that
ABN AMRO Group complies with the principles of the
Dutch Banking Code. A principle-by-principle overview of
the manner in which ABN AMRO Bank complied during
2018 with the Dutch Banking Code is published on
abnamrc.com. Throughout 2018, we continued to improve
the manner in which we apply the principles of the Dutch
Banking Code, taking into account the focus areas
indicated by the Dutch Banking Code Maonitoring
Committee. in particular, the bank devoted a great deal of
attention to leadership, integrity and its societal role,
including increased efforts regarding sustainability and
providing services 1o customers in their best

interests. During 2018, as part of our assessment of code
adherence, we noted that further enhancements can be
made 1o the processes involving succession planning,
permanent education and the self-assessments
performed at Board tevel. implementation of further
enhancement of these processes has been initiated.

All members of the Supervisory Board and Executive
Board of ABN AMRO Group have taken the Banker's Qath.
Teking this oath is required by Dutch law. The cath is a
confirmation of ABN AMRO's existing policy, which is Tully
in fine with the bank’s cultural principles and core values.
Along with the introduction of a Social Charter and the
Banking Code, the Dutch banking industry has taken the
initiative to have all employees take the Banker's Oath.
Employees take the oath to affirm their commitment to
upholding high standards of ethical behaviour. They are
personally responsible for complying with these rules of
conduct and may be held accountable for non-compliance
in the near future.
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Subsidiaries of ABN AMBO Banlc and the Dutch
Banking Code

On 31 December 2018, ABN AMRO Bank had four

Dutch subsidiaries with a banking licence: ABN AMRO
Clearing Bank N.V.,, ABN AMRO Groenbank B.V,,

ABN AMRO Hypotheken Groep B.V. and international
Card Services B.V. ABN AMRO applies the principles of
the Dutch Banking Code to all of these Dutch subsidiaries
on a consolidated basis by developing group-wide policies
and standards to promote compliance with internal and
external rules and best-practice provisions. in view,
however, of the differences between the activities,
organisation and risk management of the subsidiaries,
the application of group-wide policy and standards can
vary from one subsidiary to ancther. An explanation of
the manner in which these subsidiaries comply with the
Dutch Banking Code is published on abnamro.com.

CRD IV

Article 96 of CRD IV requires financial institutions to
explain on their website how they comply with the
requirements of Articles 88 through 95 of CRD V. These
Articles set out governance, disclosure, remuneration and
nomination requirements for financial institutions. The
obligation to publish such an overview was implemented
into Dutch law by Article 134b of the Decree on Prudential
Measures FMSA (Besiuit prudentiéle regels Wit).

ABN AMRO has published an overview on abnamro.com
of how ABN AMRC Group and ABN AMRO Bank comply
with Article 134b of the Decree on Prudential Measures
and Article 96 of CRD V.

Under CRD IV, all members of the management body of a
bank (including non-executive members or supervisory
board members acting in their role of overseeing and
monitoring management decision-making) must commit
sufficient time to allow them to perform their duties and
to be able to understand the bank’s business. In respect
of significant banks, such as ABN AMRO Bank, Article 91
of CRD 1V contains a specific regulation on limiting the
number of executive and non-executive directorships such
members may hold (these rules have been implemented
in Dutch law in Section 3:8(3) Dutch Financial Markets
Supervision Act). All members of the Executive Board and
Supervisory Board currently comply with the above rules
under CRD V.
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Global structure

The full list of subsidiaries and participating interests as
referred to in Article 414, Book 2 of the Dutch Civil Code
has been filed with the Trade Register.

Retail Banking

The Retail Banking business of ABN AMRO is supported
by the foliowing subsidiaries (this list is not exhaustive):
ABN AMRO Hypotheken Groep B.V. offers all

ABN AMRO labelled residential mortgage products,
including Direktbank, Florius and Moneyou brands.
ALFAM Holding N.V. provides consumer loans via
intermediaries under four different labels: Alpha Credit
Nederland, Credivance, Defam and Greenloans.
International Card Services BV (ICS) issues, promotes,
manages and processes more than 25 different credit
cards in partnership with companies, including credit card
transactions, and offers other financial services, such as
revolving credit facilities. Moneyou B.V. operates as an
internet bank offering savings accounts and mortgages
and is active in the Netherlands, Belgium, Germany and
Austria. Nationale Nederlanden ABN AMRO Verzekeringen
Holding B.V. (ABN AMRO Verzekeringen) is an associate of
ABN AMRO Bank N.V (49%). Nationale Nederlanden N.V.
holds a 51% interest. ABN AMRO Verzekeringen offers
life and non-ife insurance products under the

ABN AMRO brand. ABN AMRO Pensioeninstelling N.V.
(ABN AMRO Pensions) is a premium pension institution
{"PPY) which offers pension schemes without insurance
based on longevity or death.

Cemimercial Banking

The Commercial Banking business of ABN AMRO is
supported by the following subsidiaries (this list is not
exhaustive): ABN AMRQO Asset Based Finance N.V.
provides asset-based solutions (working capital solutions,
equipment lease, equipment loans and vendor lease
services) to its customers in the Netherlands, France,
Germany, the United Kingdom and Belgium.

Private Banking

The Private Banking business of ABN AMRO is supported
in France and Germany by the following subsidiaries (this
list is not exhaustive): Bangue Neuflize OBC S.A. offers

a private banking model based on an integrated approach
to private and commercial wealth, articulated around
dedicated advisory and product offers. Bethmann Bank AG
is a private bank and enjoys a strong local heritage and
brand recognition in the German market. Bethmann
covers all major regions of Germany and offers all private
banking and private wealth management-related services.
Neuflize Vie S.A. is a joint venture between Bangue
Neuflize OBC (60%) and AXA (40%). It was created to
offer life insurance products to high net worth and ultra-
high net worth individuals and has developed customised
solutions, with a focus on unitlinked contracts.

Comorate & institutional Banlding

The Corporate & institutional Banking business of

ABN AMRO is supported by the following subsidiaries
(this list is not exhaustive): ABN AMRO Clearing Bank N.V.
is a global leader in derivatives and equity ciearing. it is
one of the few players currently able to offer global market
access and clearing services on more than 85 of the
world's leading exchanges and operates from several
locations across the globe.

Group Functions

The Functions business of ABN AMRO is supported by
the following subsidiaries (this list is not exhaustive):

ABN AMRO Funding USA LLC is active in the US market,
issuing ABN AMRO's US dollar Commercial Paper funding
for clients operating in the US and for clients with US
dollar loans. Stater N.V. offers administrative services
related to mortgage loans. Stater works for ABN AMRO
and other parties supplying mortgage loans.
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ABN AMRO's remuneration philosophy and principles
apply to all our employees. The remuneration policy and
practices for the Supervisory Board, the Executive Board
and other identified Staff are discussed in greater detail
in the subsequent sections of this report.

Overview

As a financial institution ABN AMRO is subject to many
guidelines and restrictions with respect to remuneration.
Since 2015, limitations with respect to remuneration and,
more specifically, to variable remuneration have applied
to alt employees in the Dutch financial sector, with even
more restrictions applying to financial institutions to which
the Dutch State provides support in the form of
shareholdings. This applies to ABN AMRO, with the
restrictions including & prohibition on bonuses for a
specific group of senior employees. ABN AMRO aims

to combine all applicable remuneration restrictions

with our corporate strategy.

Hemuneration philesophy

ABN AMRO' long-term corporate strategy and its strategic

priorities are embedded in our remuneration policy and

principles. In 2018 this applied to the four strategic
priorities reflected in our remuneration philosophy:

& Client-driven - Qur clients’ interests come first in
everything we do;

& Invest in the future - We need a flexible and agile
workforce and want 1o be an atftractive employer for
which talented people are eager to work for;

» Moderate risk profile - We adhere to all applicable
rules and regulations on remuneration and take care to
ensure that our performance criteria do not provide any
incentives for excessive risk-taking;

» Sustainable growth —\We treat our employees as our
most valuable asset.

As ABN AMRO always aims to combine the pillars of our
corporate strategy with our remuneration philosophy, the
remuneration principles will be revisited and aligned with
the new strategy pillars from 2019 onwards. An overvisw
of the new strategy can be found in the Strategy chapter.
The remuneration policy applying in 2018 is described
below.

Remuneration policy

Besponsible remunsration poelicy

ABN AMRO aims to pursue a responsible remuneration
policy that remains within the regulatory boundaries, such
as limitations on variable remuneration and the prohibition
on bonuses for a specific group of senior employees,
while taking into account the interests of all our
stakeholders and best practices.

Our remuneration principles are embedded in

ABN AMRO's Global Reward Policy, which is designed

to support ABN AMRO’s business strategy, objectives,
values and long-term interests. Our remuneration policy
should enable us to attract and retain the right talent and
should ensure that we can meet our responsibilities
towards clients and other stakeholders, both now and in
the future. Furthermore it provides a framework for
effectively managing reward and performance across the
bank. it is therefore periodically updated in order to remain
aligned with ABN AMRO's goals and the applicable
guidelines and regulations. The Supervisory Board
approves the general remuneration principles laid down
in the Global Reward Policy and assesses the general
principles and exceptions that relate to the applicable
governance and/or internationally applicable guidelines
and regulations within the financial sector. The policy is
therefore regularly reviewed, taking account of the
company's strategy and culture, and any changes in these,
and factors such as risk awarenass, targets and corporate
values, as well as relevant market practice. It also takes
into account external requirements with respect to
governance, the internaticnal context and relevant
market data.

The Global Reward Policy applies at all levels and in all
countries of ABN AMRO's international network (including
branch offices). Different starting points apply to the
various lavels of the bank's workforce, but we always
position our remuneration levels around the median of the
relevant labour market while keeping labour costs under
control. A typical remuneration package for ABN AMRO
employees consists of an annual base salary, annual
variable remuneration if the relevant market practice so
reguires, benefits and other entitlements. We also
consider specific rules with respect to those staff whose
professional activities could have a material impact on the
bank's risk profile. Within ABN AMRO, individuals within
this group are referred to as identified Staff.

A separate Reward Policy applies 1o membaers of

ABN AMRO's Executive Board. This policy is in alignment
with the policy that was adopted in 2010 for the then
Managing Board. The Executive Board's policy is aligned
with all relevant and applicable guidelines and regulations
and reflects applicable developments and
recommendations of the EBA, ECB, DNB, AFM Banking
Code and Corporate Governance Code.

Qur annual performance managemaeant cycle for {dentified
Staff aims to create links between performance (realistic,
sustainable results) and reward in such a way that reward
is aligned with both the employee’s and the bank's
performance. We use a set of balanced financial and non-
financial targets, as well as qualitative and quantitative
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KPis. For 2018, our Group non-financial KPis consisted of
Society at Large (based on the Dow Jones Index ranking
and the AFM/NVB Confidence Monitor Banks), Employee
Engagement (via the annual survey), the Net Promoter
Score and House in Order (conveying the desired
compliance and risk culture). The financial targets used in
2018 at Group level were revenue growth, RARORAC,
CET?1 ratio and cost ceiling. Cost ceiling and RARORAC
are also used at a business line level. There is ample room
to set individual and business-related KPls, such as
individual leadership, collaboration between business lines
and diversity targets. The table of KPIs for |dentified Staff
provides more insight into the methodology used.

In line with the general trend toward less hierarchy and
more teamwork ABN AMRO wants to subject employees
to fewer checks and give them more empowerment and
to offer them the tools needed to keep them well
equipped to do their job and to deal with the everchanging
environment. Our responsible remuneration policy should
enable our employees to further develop their expertise
and help us create a simpler, more agile crganisation.

We strive 1o give our staff more autonomy and
responsibility, thus making their work more meaningful,
while at the same time ensuring it is aligned with all the
bank’s current and future priorities. Ve use Togather &
Better performance management to further emphasise
our employees’ ambitions, expertise and development and
seek alignment with our goals, such as creating long-term
value for all cur stakeholders.

Changes in 2018

The evaluation of the Act on the Remuneration Poticy for
Financial Undertakings (Whis) was completed in 2018 and
followed by a public consultation on the effectiveness of
the remuneration restrictions embedded in the legislation.
The Minister of Finance has indicated a wish to impose
stricter measures regarding the use of the average 20%
variable remuneration cap, to introduce a legal obligation
to account for the relationship between remuneration and
the sector and its position in society, 1o introduce
mandatory requirements for board members holding
shares and tc impose stricter guidelines for clawing back
fixed remuneration from board members of system banks.

Expected changes in 2018

During 2019 we will start negotiating a new Collective
Labour Agreement and will incorporate any necessary
adjustments and amendments that may follow from the
Whio consultation process, as well as any amendmaents
required owing to changes in the Banking Code.

Remuneration principles for the Supervisory Beard,
Executive Board and other Identified Staff
Supsryvisery Bsard remuneralion
The remuneration of the members of the Supervisory
Board is set by the General Meeting of Shareholders,
based on a proposal of the Supervisory Board.
ABN AMRO does not grant any variable remuneration
or equity to Supervisory Board members in lieu of
remuneration. The level of remuneration has not changed
since 2010. The annual fees applicable since 2010 are
as follows:
» Membership of Supervisory Board: EUR 50,000
(EUR 65,000 for the Chairman)
~ Membership of Audit and Risk & Capital
Committee: EUR 12,600 (EUR 15,000 for the Chairman)
» Membership of Remuneration, Selection & Nomination
Committee: EUR 10,000 (EUR 12,500 for the
Chairman).

The remuneration for Supervisory Board committee
membership is limited to two such memberships. Details
of the remuneration of members of the Supervisory Board
in 2018 are provided in note 35 in the Consolidated
Annual Financial Statements.

Exscutive Board remunsration

The Supervisory Board is responsible for proposing the
remuneration policy and principles for the Executive Board
and also executes the policy for the Executive Board.

The policy and principles are subject to shareholder
approval. The fixed remuneration for the Chairman and
three members of ABN AMRQO's Executive Board has
been set at a level slightly below that of the former CEOQ
and Managing Board members. The Executive Board
members’ views have not been taken into account in the
design of the remuneration policy, given the remuneration
restrictions that apply as long as the Dutch State provides
support through a shareholding.

in the case of the former Managing Board, ABN AMRO
always aimed for a level of compensation slightly below
the median of the relevant markets. while using a peer
group of companies. This peer group consisted of both
financtal and non-financial companies in the Netherlands
and Europe, against which the remuneration proposals
for the former Managing Board were assessed. In recent
years, however, the many changes that have occurred

in the banking industry in the Netherlands have made

it difficult to properly assess the Managing Board’s
remuneration packages as such changes have not
necessarily affected companies in the general industry
or the financial industry outside the Netherlands.

This currently makes benchmark comparisons difficult,

it not impossible. As in 2017, therefore, the benchmark
comparisons were not a leading factor in the process of
fixing the new Executive Board annual salaries in 2018.
These remained at the same level as in 2017 except for a
minor collective adjustment (described below). The fixed

Chariasny
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remuneration for the five members of ABN AMRO's
Exacutive Committee has been sat on the basis of

the Executive Board salaries and reflects the various
responsibilities of the Executive Committee members.
The new salary framework of the Executive Committee
members became effective on the starting date of their
appointments, 1 March 2017.

Detalls of the remuneration of the individual members

of the Executive Board and of the Executive Committee
members are provided in note 35 and note 36 respectively
in the Consolidated Annual Financial Statements.

Annual fixed remuneration for 2018

The annual base salary for the Executive Board members
foliows the developments in the Collective Labour
Agreement for the banking industry (CAO Banken). For the
year 2018, a collective salary increase of 1.5% applied.

The three members of the Executive Board each sarn the
same salary which, for 2018, amounted to EUR 614,075
gross per annum. The differential between the salary of
the Chairman of the Exacutive Board, Mr Kees van
Dijkhuizen, and the other members is 16%. His salary for
2018 amounted to EUR 723,3568.

In February 2019, a new Collective Labour Agreement
for the banking industry was concluded for the years
2019-2020. This provides Tor two collective satary
increases, each of 2.6%, from 1 January 2019 and

1 January 2020 respectively.

The Chairman of the Executive Board's 2019 salary will
be EUR 741,442 gross, while the members of the
Executive Board will each receive an annual salary of
EUR 629,427 gross.

Variahle remuneration

The remuneration package for members of the Executive
Board provides for a variable compensation component.
However, the prohibition on bonuses that became
effective in 2011 and, since 7 February 2015, has been
incorporated into Article 1:128 Financial Supervision Act
does not allow such compensation 1o be paid to board
members of financial institutions falling under the scope
of the Financial Supervision Act during the period the
Dutch State provides support through a shareholding

in the institution. Consequently no benchmark scenario
analysis was undertaken. The members of the Executive
Board are therefore not entitled to receive variable
remuneration during the period of state ownership.

This continued to apply in the 2018 performance year.
Executive Board members consequently do not participate
in the Variable Compensation Plan applying to all Identified
Staff within ABN AMRO.

Benefits

The Chairman and members of the Executive Board
participate in the ABN AMRO pension schemes applicable
to all employees in the Netherlands, whereby it should

be noted that Mr Clifford Abrahams is not a Dutch tax
resident. For pensionable salary up to the applicable
threshold, which for 2018 amounted to EUR 105,075,

a collective defined contribution (CDC) pension scheme
applies. From 2018, the standard retirement age is 68,
while the average income accrual is 1.875% and the
employee pension contribution is 5.5%. For pensionable
salary in excess of EUR 105,075, employees receive an
allowance that can be used to build up a net pension in a
defined contripution (DC) plan. The allowance amounted to
34% in 2018. The allowance is set annually, based on the
yearend interest in the preceding calendar year. In
addition to pension benefits, Executive Board members
are eligible for benefits such as a company car and a
chauffeur.

Severance

The remuneration policy for Managing Board members
foresees in a severance payment equal to one year's
gross salary in the event of their employment contract
being terminated at ABN AMRO's initiative. The current
Executive Board members all have the same contractual
right to a severance payment equal to three months’ gross
fixed salary. In 2018, Mr Johan van Hall, as a former
Managing Board member, was awarded a severance
payment on his departure. Contrary 1o his contractual
entitlement as a former Managing Board member, the
severance payment made to Mr van Hall equalied three
months’ gross fixed salary, as applicable to the current
Executive Board members.

Appointment period

The appointment term for Executive Board members is,
in principle, set at thrae years. Mr van Dijkhuizen was
appointed CEO and Chairman on 1 January 2017.

Mr Clifford Abrahams was appointed an Executive Board
member and CFO on 1 September 2017 and has acted as
Vice-Chairman since 1 March 2018 as the successor of
the former Managing Board member, Jchan van Hall.

Ms Tanja Cuppen was appointed an Executive Board
member on 1 October 2017 and became CRO on

1 November 2017. Mr Christian Bornfeld was appointed
an Executive Board member and CI&TO on 1 March 2018.
The appointment terms for all current Executive Board
members have been contractually agreed to be three
years, with the appointment ending at the close of the
first General Meeting held after the three-year term has
expired. Reappointment is possible.

ARG
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Executive Board 2018 performance

The Supervisory Board assessed the Executive Board
members' performance and concluded that the set
performance targets for 2018 were well met. The average
performance cutcome was above target, based on a set
of financial and non-tinancial performance indicators as
well as individual leadership. Owing to the applicable
prohibition on benuses, the members of the Executive
Board are not eligible to receive variable remuneration
linked to their performance during 2018.

identified Staff romuneration

Remuneration restrictions apply not only to the Executive

Board, but also to those staff whose professional activities

could have a material impact on the bank'’s risk profile

("identified Staff’). Within ABN AMRO, the group of

ldentified Staff consists of:

» Members of the Executive and Supervisory Boards;

» Members of the Executive Committee;

~ Membaers who Tulfil an Exacutive Commities -1 or -2
position at above-CLA level;

» Staff responsible for independent control functions;

& Other risk takers. The definition of the group of other
risk takers follows from their impact on the economic
capital of ABN AMRO (EC thresheld), membership of
cartain Risk Committees, having credit authority above
a certain threshold and fulfilling specific roles;

» Other employees whose total remuneration takes
them into the same remuneration bracket as senior
managers and risk takers.

Compesitien of remuneration packages

In general, the remuneration packages for Identified Staff

have been structured in accordance with the various

regulations and restrictions for the financial sector.

A typical remuneration package for ldentified Staff

consists of the following components:

» Annual base salary;

& Annual variable remuneration (with deferred
payout in alignment with the ABN AMRO Variable
Compensation Plan),

& Benefits and other entitiements.

ABN AMRO strives to position the level of total direct
compensation for the Executive Committee members and
the Executive Committee -1 and -2 positions just below
the market median levels. In alignment with the Act on
the Remuneration Policy for Financial Undertakings
{Whfo), which came into force in 2015, the variable
compensation Tor this group of employees is capped at
20% of base salary for those employed in the
Netherlands. in addition, and also with effect from 2015,
the further remuneration restrictions, including the
prohibition on bonuses, were extended to a specific group
of senior employees as defined in the Wbio. Accordingly,
these senior employeas, comprising the Tive Executive

Committee members, are also not allowed 1o be granted
any variable remuneration until the Dutch State no longer
holds an interest in ABN AMRO.

ABN AMRO's Collective Labour Agreement (CLA) governs
the remuneration packages for Identified Staff based in
the Netherlands unless they have been appointed to a
positions to which the CLA does not apply, such as the
Executive Committee -1 and -2 groups of employees.

For identified Staff based outside the Netherlands,

ABN AMRO takes the relevant business dynamics

(e.g. market conditions, local labour and tax legislation)
into account when deciding on the composition of the
reward packages. For the latter two categories of
employees, the total direct compensation is aimed to be
positicned around the median levels in the relevant
market. The maximum variable compensation percentage
for employees working outside the Netherlands in another
European Economic Area ('EEA) state is 100%; for
employees working outside the EEA more than 100% is
allowed, with a maximum of 200% and subject to
shareholder approval. These percentages are aligned to
the international market environment in which we operate.

Until 14 December 2018 (the date on which the Private
Equity Business was sold), special plans existed Tor
certain key investment professionats within Private Equity.
Key investment professionals were able to participate in
private equity funds where separate performance-related
incentives (‘carried interest’) had been agreed upon.
Carried interest became payable only after the relevant
private equity fund had first returned all the capital
contriputed by ABN AMRO plus an amount of profits at
an agreed hurdle rate. Carried interest entitlement was
awarded at the initiation of the private equity fund
controlled by ABN AMRO. The value of this entitlement
over the paid-up amount by the investment professicnals
was treated as variable compensation at the time of being
granted. Subsequent changes in value were treated as
third-party minority interests in the funds and reflected
as other non-controlling interests in the consolidated
income statement (see page 154). We also refer to the
consolidated statement of changes in equity on page 157.
Carried interest was subject to 'good and bad teaver’
arrangements, as set out in the relevant agreement, to
discourage malfeasance. Claw-back provisions were also
in place. Due 1o the sale of the Private Equity business,
the carried interest schemes no longer exist at

ABN AMRO.

Performance is measured during a one-year performance
period at three levels: group, business unit and individual
level, and by means of (partly) risk-adjusted Tinancial and
non-financial performance indicators.
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Performance indicators for ldentified Staff

Weighting
Executive Board®

Organisation level KPls 40-70%
Businessline level KPls 0-30%
Individual KPI' 30%

- of which financial**
- of which non-financial*

20-40%
60-80%

Weighting
Executive Committee

Weighting above CLA
identified staff

Weighting CLA
identified staff

20-40% 20% 0%
30-80% 50% 15%
30% 30% 756%

20-20%
70-80%

20-20%
70-80%

0-50%
50-100%

! Individuat KPE: For employees above CLA the individual KP! refers to leadership.
Financial KPls include revenue growth, cost cedling, RARORAC and CET1 zatio

Non financial KPls include sustainability, Net Promoter Score, Employee Engagement, House in order, Cuftural transformation and Bank broad innovation.

2

1

* Mix and weighting of KPls tailored to specific function of the identified staff member,
¥ The CEQ oniy has KPls on Individual and Grganisation fevel.

Variable remuneration of ldentified Staff

All variable remuneration awards for Identified Staff are
subject to, and structured in accordance with, the Variable
Compensation Plan. Before any variable remuneration is
granted, ABN AMRQ applies an ex-ante risk assessment
consisting of collective quantitative risk adjustment
mechanisms (such as the sclvency check) and a qualitative
individual check (the gatekeeper). The gatekeeper
procedure forms part of the performance management
framework and provides for an assessment of each
individual identified Staff member by the control functions
(Risk, Compliance and Audit) on the basis of several
behavioural elements. This assessment results in advice
to the Executive Board, which ultimately decides on
whether variable compensation can indeed be granted to
the Identified Staff member concerned. The Executive
Board's decision must be formally approved by the
Supervisory Board, based on the advice of the
Remuneration, Selection & Nomination Committee. For
2018 it was decided not to apply gatekeeper adjustments.
The variable remuneration is awarded over time and split
between an up-front portion ([60%) and a deferred portion
(40%), with all portions divided equally between a cash
and a non-cash instrument, as shown in the following chart.

Yariable revuneration
{in %l

i=t =2 =3 =4 =5 =6 Total

Defersed non-cash®®
B Deferad cash?

p-front cash?

& Up-frant non-cash®®

! The up-front payment {B0% in total} is awarded in March following the relevant
performance year.

2 The deferred awasd {£0% in total} vests in three separate tranches respectively

1, 2 and 3 years after the end of the relevant performance year.
* All non-cash awards are subject to a two year retention period.

Up-front variable remuneration is awarded in the first
quarter of the year following the relevant performance
year, while deferred variable remuneration vests in equal
instalments in the three years following the first payment.
This remuneration will vest only after an explicit ex-post o
risk assessment: the ‘'malus assessment’ (see the ex-post R
risk adjustment tools paragraph).

The Supervisory Board approval of the new Variable
Compensation Plan on is expected mid March 2018,
Since the awards reflecting the 2016 performance year,
the instrument underlying the non-cash award has
consisted of an award in the form of a Depositary Receipt
(DR) Award, which is a conditional right to receive DRs.
One DR represents one share in ABN AMBRO. The valus
therefore fluctuates in line with the market price of the
DRs and its use will result in an increased alignment
between remuneration and shareholder value for all
participants in the Variable Compensation Plan.
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Variable income awards with respect 1o the performance
years up to and including 2015 will continue to use
performance certificates, the value of which fluctuates in
line with the net asset value of ABN AMRO.

A two-year retention period applies to the non-cash
instruments. Any unconditional instrument will therefore
need to be retained for a further two years.

The malus assessment is conducted by the Risk,
Compliance, HR, Finance and Audit control functions,

and any outcome is subject 1o approval by the Executive
Board and Supervisory Board. This assessment includes
determining whether any new information is available that
prevents the vesting of deferred remuneration.

This could include:

Evidence of misconduct or serious error by the staff

member (e.g. breach of a code of conduct or other internal

rules, especially concerning risks);

& The institution or the business unit subsequently
suffers a significant downturn in its financial
performance (specific indicators must be used);

& The institution or the business unit in which the
dentified Staff member works suffers a significant
Tailure of risk management;

& Significant changes in the institution’s economic or
regulatory capital base.

The Supervisory Board decided that, on the basis of the

reassessment performed by the control functions, there

was no reason to apply a collective malus with respect to

the vesting of:

» the third tranche of deferred variable compensation for
the 2015 performance period;

Remuneration details of ldentified Staff

& the second tranche of deferred variable compensation
for the 2016 performance period;

» the first tranche of deferred variable compensation for
the 2017 performance period.

in five individual cases, the Supervisory Board decided to
apply a malus with respect to the vesting of any remaining
deferred variable compensation for the 2018 and 2016
performance period. This affects two employees for a

total outstanding amount of EUR 36 thousand.

The other deferred variable compensation awards with
respect to the above three performance years will now be
granted to the relevant identified Staff members in line
with the rules of the Variable Compensation Plan.

The Supervisory Board has discretionary power 1o reduce
any variable compensation 1o a suitable amount if, in its
opinion, payment of the compensaticn would be
unacceptable under the principle of reasonablenass and
fairness. The Supervisory Board is also authorised to
reclaim any variable remuneration for any performance
period if the award, calculation or payment was based on
incorrect data or if, in hindsight, the performance
conditions were not achieved. The recipient will then be
obliged to repay the relevant amount to the bank.

Lastly, personal hedging or insurance linked to
remuneration and liability in order to circumvent the risk
control effects that have been embedded in the variable
compensation plan is not permitted.

Distais of remuneration

Remuneration comprises fixed and variable compensation,
employer pension contributions and sign-on, and retention
and severance pay for 2018.

2018 2017

Number of FTE Aggregated Number of FTE Aggregated

{in thousands) {identified StaH) remuneration {Identified Staffi? remuneration
Retaif Banking 32 9,203 23 2,836
Commercial Banking 48 12,316 33 10,050
Private Banking 40 15,848 a7 20,660
Corporate & Institutional Banking 108 41,982 148 51,198
Group Functions? 143 42,271 163 40,633

' Employer pension contribution was not included in the remuneration.
! Executive and Supervisory Board members are reported under Group Functions.
1 The number of FTE includes all employees that were {dentfied Staff during the year (including leavers).

Sariauy
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Number of FTEs {identified staff)

ExBo, ExCo, Aggregated
{in thousands} ExCo? and ExCo2 Other remuneration

Fixed remuneration over 2018 165 208 110,089
Variable remuneration over 2018 108 93 11,530
- of which in cash 2,468
- of which in performance certificates 2,455
- of which unconditional (up-front payment/ 6,923
- of which conditional (deferred payment) 4,607
Retention payments over 2018 1 jaked
Sign on payments over 2018 1 212
Severance payments over 20182 20 8,964

! Certain variable compensation elements ate, due 1o their specific nature, paid outin cash and are notor only partially subject to defesral.
! Highest severance pay amounted £UR 1,050,000.

Remuneration details of all employess'

Remuneration in millions?
35-4 45-5 =5

{in FTE)

Retait Banking

Commercial Banking

Private Banking 2
Corporate & Institutional Banking

Group Functions'

! Executive and Supetvisory Board members are reported under Group Functions,
! Remuneration reflects the amounts paid in the financial year as per EBA requirement, as opposed 1o the remuneration disclosure in note 35 Remuneration of Executive Board
and Supervisory Board which represents the remuneration aliocated to the financial year in accordance with EU IFRS.

The variable remuneration awarded to all employees
including ldentified Staff, for 2018 amounted to
EUR 79 million.

Remuneration in millions'
{in FTE) 1135 1.5-2 2-2.5 25-3 335 354 45-5 »5

Executive Board/Executive Committee
Executive Committee -1 and -2 above CLA 2
Other ldentified Staff

Bemuneration reflects the amounts paid in the financial year as per EBA requirement, as opposed 1o the remuneration disclosure in note 35 Remuneration of Executive Board
and Supervisory Board which represents the remuneration allocated to the financial year in accordance with EU IFRS.

The ratio of the mean annual employee compensation and
the total annual remuneration of the CEO in 2018 was 9.6,
slightly lower than in 2017. The ratio is calculated as the
CEO's remuneration, including pension costs, divided by
the mean employee remuneration and pension costs for
the average number of employees during 2018. This ratio
is considered 1o be a fair reflection of ABN AMRO's
current position. The ratios published in 2016 and 2017
were 11.4 and 10 respectively.
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Consolidated income statement

{in miltions} Note 2018 2017
income
Interest i from i ial insty 1 ed at amoriised cost

and fair value through other comprehensive income 10,597 19,421
Interest & from fi ial insty 1 ed at fair value

through profit or loss 2,048 2,081
Interest expense 6,082 6,045
Net interest income 4 6,693 B,456
Fee and cemmission income 3,169 3,138
Fee and commission expense 1,470 1,391
Net fee and commission income 5 1,699 1,747
Net trading income & 173 287
Share of resuft in equity accounted investments 43 54
Other operating income 7 884 745
Operating income 9,083 9.280
Expenses
Personnel expenses g 2,441
General and administrative expenses g 2,737
Depreciation and amortisation of {fangible and intangfble assets 23 173
(Operating expenses 5,351
Impairment charges on financial instruments 655
Total expenses 6,008
Operating profit/{loss) before taxation 3,086

I

Attributable to:
Owners of the parent company

Holders of AT1 capital securities
Other non-conirolling interests
Earnings per share (in euros)
Basic earnings per ordinary share’

11

2,207 2721
78 53
29 18

2.35 2.9

outstanding and paid-up ordinary shares.

Earnings per share consist of profit for the period excluding coupons attributable to AT capital securities and results attributable to other non—controlling interests divided by the average

ABN AMBO Group Annual Report 201
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Consolidated statement of comprehensive income

{in miltions} Note 2018 2017

Protit/loss) for the peried 2.325 2.79%

fither comprehensive income:
ftems that will not be reclassified fo the income sfatement

R ement gains/(l ) on defined benefit plans 30 20 -12
{Unlrealised gains/{losses) on Liability own credit risk 28 28

Share of other compreh i of fates not reclassified to the income statement -118

ftems that will not be reclassified {o the income statement hefore taxation -67 -12
Inceme tax relating to items that will not be reclassified to the income statement 13 -3
ftems that will not be reclassified fo the income stalement after taxation -81 -8
{tems that may be reclassified fo the income statement

{Unjrealised gains/l ) currency translati 41 -198
{Un)realised gains/llosses) avaitable-for-sale a4
{Un)realised gainsfllosses) fair value through OCI 223

{Un)realised gains/{losses) cash flow hedge 225 -102
Share of other comprehensive of i reclassified io the income statement -22 28
Other changes

fither comprehensive incoms for the period hefore faxation -429

Inceme tax relaiing to items that may be reclassified to the income statement -39

Oth hensive i for th iod after taxati

Attributable fn:

Owners of the parent company 1,736 2,398
Holders of AT1 capital securities 79 53
Other non-coniroiling interests 39 18

ABN AMRO Group Annual Report 2018
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Consolidated statement of financial position

{in miltions} Note 31 December 2018 31 December 2017

Assels

Cash and balances at central banks 12 24,371 28,783
Financial assets held for irading 13 495 1,600
Derivatives 14 6,191 9,825
Finarcial investments % 42,184 40,964
Securities financing 7 12,278 15,686
Loans and advances banks 19 8,124 10,665
Residential morigages i 150,784 152,621
Consumer loans 20 11,945 12,122
Corporate [eans at amortised cost 20 100,408 101,118
Corporate [oans at fair value through P&L 20 783

Other loans and advances customers i} 6,966 8,975
Equity accounted investments 22 822 714
Property and equipment 23 1,808 1.458
Goodwill and other intangible assets 23 164 184
Assets held for sale 24 56 3,165
Tax assets k] 516 431
Other assets 75 2,904 3,780
Liabilities

Financial liabilities held for trading 13 253 1,082
Derivatives 14 7159 8,367
Securities financing 17 7407 11,412
Dute to banks 2% 13,437 16,462
Current accounts 27 84,192 83,627
Demand deposits 27 124,020 128,995
Time deposits 27 27,101 28,538
Other due 1o customers 27 810 541
Issued debt 8 80,784 76,812
Subordinated liabilities 28 9,805 8,720
Provisions 2 1,204 1,529
Liabilities hetd for sale 2 41 4,843
Taxliabilities kel 36 e
Other liabilities kil 3,688 5,008
Total liabilities 359,235 371,843
Eguity

Share capital 940 o460
Share premium 12,970 12,870
Other reserves linch. retained earnings/profit for the peried) 6,246 5,724
A fated other comprehensive i -806 -331
Equity altributable to owners of the parent company 19,349 19,303
AT1 capital securities 2,008 2,607
Equity atiributable 1o other nen-controlling interests 2 20
Total eguity kv 21,380 21,330
Comemitted credit facilities 34 61,166 55, 208
Guarantees and other commitments 34 15,241 16,165

ABN AMRO Group Annual Report 2018
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Consolidated statement of changes in equity

Other
reserves Net profittioss)
including Accumulated  altributableto ATt Other non-

Share  Share retained  othercompre-  ownersofthe Capital controlling Total
{in miltions} capital premium earnings hensiveincome parentcompany  Tolal securites  interests  equity
Balance at 1 January 2017
{EAS 39} 940 12970 2,265 -2 1762 17928 1.004 5 18937
Totat comprehensive income -323 2721 2,298 53 18 2,489
Transfer 1,763 -1,763
Dividend -1,025 1,025 -3 -1,028
Increasef{decrease) of capital 293 993
Paid interest on ATt capital securities -43 -43
Other changes in equity 2 2 b4
Balance at 31 December 2017
{EAS 39) 240  12,87¢ 3,604 =331 2,721 19,303 2,807 20 21,330
Balance at 31 December 2017
{IAS 29} 940 12,970 2,004 -331 2,721 19303 2,007 20 21,330
Impact of adepting IFRS 9 -215 -104 -319 -318
Balance at | January 2018 240 12,979 2,789 435 2,721 18,984 2,007 20 21,011
Totat comprehensive income -471 2,207 1,726 79 2% 1,854
Transfer 2,721 -2,721
Dividend -1,363 1,363 -0 1,373
Increase/(decrease) of capital
Paid interest on ATt capital securifies -78 -78
Other changes (n equity -8 -8 -47 -84

The 2018 opening balance was adjusted due to the impact of iFRS 8. The impact of the IFRS 9 implementation on total
equity is EUR 319 million. The current year's net profit was added to retained earnings for an amount of EUR 2,207 million.
A dividend payment to the owners of the parent company impacted eguity with a total amount of EUR 1,363 million.
Gther non-contrelling interest decreased as a result of the deconsoclidation of the ABN AMRG Participaties Funds that
were sold in December 2018.
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Remeasurements
onpost-  Cumrency Available-
relirement trenslation  for-sale

Fair Cash flow

value

hedge

Accumulated Liahility
share of 00 of own
associales and  credit risk

{in millions} benefit plans reserve Teserve reserve reserve  jointventures reserve  Tolal
Balance at T January 2017 (IAS 39} -13 166 557 -843 124 -8
Net gainsfliosses) arising during the period -12 -198 28 274 28 430
Less: Net realised gains/llosses)

included in i tat it 120 172 -B2
Net gains/{losses) in eguity 12 -188 B 102 = 378
Related incoma tax -2 1 -27 -25 55
Balance 2121 December 2017
{EAS 33} -21 -32 480 -818 152 -331
Balance at 31 December 2017 -21 -32 490 -8 152 -331
Impact of adopting IFRS 9 -290 450 64 -104
Balance at | January 2018 -21 -33 450 -919 152 -84 -435
Net gainsfiosses) arising during the period 20 41 222 352 137 26 622
Less: Net realised gains/ilosses)

included in income statement 1 127 -126
Net gains/{losses} in equity 20 41 -223 -225 -137 28 496
Related income tax 5 2 -59 18 9 -25

The opening balance of accumulated other comprehensive income was impacted by the implementation of iFRS @
for EUR 104 million. The total movement in accumulated other comprehensive income for 2018 was EUR 471 million
(2017: EUR 323 million). The main cause of this movement is related to the movement in the cash flow hedge reserve
(EUR 243 million), the fair value reserve (EUR 164 million) and the accumulated share of OC} of associates and joint
ventures (EUR 137 million). The deferred tax related to accumulated other comprehensive income was impacted by
the substantively enacted future change in corporate income tax percentages in the Netherlands.
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Consolidated statement of cash flows

Buii

{in miltions} Note 2018 017
Profit/lloss) for the period 2,325 2,791
Adjustments on non-cash items included in profit

fUn)realised gains/{losses) 495 -80S
Share of profits in associates and joint ventures -45 -45
Depreciation, amortisation and accretion 202 476
Provisions and impairment losses 994 314
Income tax expense ki 762 979
Tax movements other than taxes paid & income taxes -128

fiperating activities

Changes in:

- Assets held for irading 1,108 7
- Derivatives -- asseis 2,999 4,535
- Securities financing - assets 2,734 -420
- Loans and advances banks -888 2.834
- Residential morigages 1,733 -B71
- Consumer loans 43 -1,376
- Corporate loans 818 -8,557
- Other loans and advances customers 464 -2,031
- Other assets -2,692 3,145
- Liabilities hefd for trading -830 221
- Derivatives ~ liabilities -1,116 -6,136
- Securities financing - liabilities -4,246 2.122
- Due to banks 2,922 3,023
- Due to customers 1,854 13,674
Liabilities arising from insurance and investment contracts -B06
Net changes in all other operational assets and liabilities -1,741 -4,714
Dividend received from associates and private equity investments 210 73
Inceme tax paid -635 -85
Gash flow from sperating activities 2317 7988

continued »
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{in millions}

invesiing activities

Nate 20718 2017

Purch of fi iak i -12,741 -11,812
Proceeds from sales and redemptions of fi ial iment: 12,403 14,813
Acquisition of subsidiaries {net of cash acquired), associates and joint ventures -129 -12
Divestments of subsidiaries {net of cash sold), associates and joint ventures 22 324 117
Proceeds from sale of private banking activities in Asia and the Middle East 24 -1,180
Purchases of preperty and equipment -396 -382
Proceeds from sales of property and equipment 125 56
Purchases of intangtbfe assets -23 -15
Proceeds from sales of intangible assets 1

Gash flow from investing activities -1.436 1,594
Financing activities:

Proceeds from the issuance of debt 28 40,196 33,604
Repayment of issued debt 28 -36,396 -34,178
Proceeds from subordinated liabilities issued 25 19 1,407
Repayment of subordinated Habilities issued 28 -25 -1,688
Proceeds from capital securities 1.000
Dividends paid to the owners of the pareni company 32 -1,362 -1.025
Interest paid ATt capitat securities -102 -43
Dividends paid 1o other non-controlfing interests -10 -3
Cash flow from financing activifies 2,318 -1,227
Net increasef{decrease) of cash and cash equivalents 3,199 8,355
Cash and cash equivalents as at 1 January 22,165 24,854
Effect of exchange rate differences on cash and cash equivalents | -144

Supplementary disclosure of operating cash flow information
Interest paid
Interest received

Dividend received

6,190 5,444
12,665 12,746
176 98

Cash and balarces at central banks
Loans and advances banks (fess than 3 months})'

! Loans and advances banks with an original maturity of 3 months or more is included in Loans and advances banks.

The cash position increased with a total of EUR 3.2 billion, and including EUR 31 million related to foreign currency
translation differences. The non-cash activities were mostly impacted by movements in the fair value reserve, cash flow
hedge reserve, foreign currency translation and interest accruals. The operating activities fluctuated mostly as a resuit
of changes in derivatives, securities financing and due to banks. The variance in the investing activities was mostly
attributable fo purchases, sale and redemptions of financial investments. The proceeds from issuance of debt resulted
in a total cash flow of EUR 40.2 billion, which was largely offset by the repayment of issued debt by EUR 36.4 billion.
The dividend paid to ordinary shareholders of the parent company resuited in a total cash flow of EUR 1.4 billion.

12 24,371
2,024

28,783
3,383
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1 Accounting policies

The notes to the Consolidated Annuai Financial Statements, including the audited information in the Risk, funding &
capital section, are an integral part of these Annuai Financial Statements. This section describes ABN AMRO Group's
significant accounting policies and critical accounting estimates or judgements reiating to the Annual Financial
Statements. If an accounting policy or a critical accounting estimate relates to a specific note, it is included within
the relevant note.

Corporate information

ABN AMRO Group N.V. {referred to as ABN AMROC Group or the parent company) is the parent cocmpany of

ABN AMRO Bank N.V. and a related consolidated group of companies (referred to as the Group or ABN AMRO).

ABN AMRO Group is a public limited liability company, incorporated under Dutch law on 18 December 2009, and
registered at Gustav Mahlerlaan 10, 1082 PP Amsterdam, the Netherlands (Chamber of Commerce number 34370515).

As at 31 December 2018, all shares in the capital of ABN AMRO Group were held by two foundations: NLFI and

STAK AAG. On that date, NLF! held 56.3% in ABN AMRO, of which 49.9% is directly held via crdinary shares and 6.4%
is indirectly held via depositary receipts for shares in ABN AMRO. STAK AAG held 50.1% of the shares in the issued
capital of ABN AMIRO Group N.V. Both foundations have issued depositary receipts for shares in ABN AMRO Group.
Only STAK AAG's depositary receipts are issued with the cooperation of ABN AMRO Group and traded on Eurcnext
Amsterdam.

ABN AMRO provides a broad range of financial services to retail, private and corporate banking clients. These activities
are conducted primarily in the Netherlands and selectively abroad.

The Consclidated Annual Financial Statements of ABN AMRO Group for the annual period ended 31 December 2018
incorporate financial information of ABN AMRQO Group N.V, its controlled entities, interests in associates and joint
ventures. The Annual Financial Statements were prepared by the Executive Board and authorised for issue by the
Superviscry Board and Executive Board on 12 March 2019.

Sintament of compliance

The Consclidated Annual Financial Statements have been prepared in accordance with International Financial Reporting
Standards {IFRS), as endorsed by the European Union {(EU). They also comply with the financial reporting requirements
included in Title @ of Book 2 of the Dutch Civil Code, as far as applicable.

Basis of preparaiicn

The Consolidated Annual Financial Statements are prepared on a historical cost basis, except for derivative financial
instruments, financial assets and liabilities held for trading or designated as measured at fair value through profit or loss,
financial instruments not held in a hold to collect business model, debt instruments that do not meet the solely
payments of principal and interest {SPPI) test, and equity investments in associates of a private equity nature, all of
which are measured at fair value. The carrying values of recognised assets and liabilities that are hedged items in fair
value hedges, and otharwise carried at amortised cost, are adjusted {o record changes in fair value atiributable to the
risks that are being hedged. Associates and joint ventures are accounted for using the equity method.

On 13 February 2019, ABN AMRO announced its intention to simplify the group structure by executing a legal merger
between ABN AMRO Bank N.V. {ABN AMRO Bank) and ABN AMROQ Group N.V. {ABN AMRGO Group). As a result of the
proposed merger, ABN AMRO Group will cease te exist. Shareholders in ABN AMRO Group will conseguently become
shareholders in ABN AMRQ Bank, while shares in ABN AMRO Bank will be represented by depositary receipts, through
which the listing on Euronext Amsterdam will be retained. Holders of debt instruments will continue to hold instruments
issued by ABN AMRO Bank. The legal merger has nc material effect on equity. Subject to all the necessary approvals,
including regulatory approvats, the merger is expected to be executed during 2019. The activities of ABN AMRO Group
will be integrated and continued in ABN AMRO Bank. Therefore the Annual Financial Statements are prepared under the
going concern assumption.
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The Annual Financial Statements are presented in euros, which is the reporting currency of ABN AMRO, rounded to the
nearest million {uniess otherwise stated).

Ghanged presentation of due to banks and due to customers
in 2018 ABN AMRO changed presentation of deposits included in due to banks {see note 26) and due 1o customers (see
note 27) to better align with regulatory guidance and market practices.

The change in presentation did not impact the measurement of these line items, retained earnings or the result for any
period. The comparative figures have been adjusted accordingly. As a result, the following definitions apply to the new
presentation of due to banks and due to customers:

&= Current accounts include amounts held at ABN AMRO which are available to the owner for the execution of payment
transactions.

& Demand deposits are available to the account owner for frequent and immediate access, but cannot be used for
payment transactions. As these deposits are on demand, they can be drawn or transferred by the client without prior
notice to the bank.

& Time deposits are not available to the account owner for immediate access and have an agreed maturity. in special
circumstances, early withdrawal may be permitied at a penalty payable by the account owner.

& Cash collateral on securities lent includes payables for cash collateral received in derivatives transactions.

The table below provides an overview of the changed presentation of due to banks and due to customers following from
the new definitions applied:

3t December 2017 1January 2018
Previous presentation Changes in presentation New presentation
Carrying amount Carrying amount

Due to hanks

Current accounis 2,588 2,588
Demand deposits 2,539 -2,508 21
Time deposits 1.083 10,064 11,147
Cash coliateral on securities lent 2,673 2,672
Other deposits 12.817 -12,817

Other 23

Due to customers

Current accounts 83,627 83,627
Demand deposits 127878 -1,680 125,995
Saving deposits 95,751 -95,751

Time deposits 13,274 123,262 26,526
Other 541 541

Current accounts have been redefined to include preducts that were previously reported under demand deposits.
Saving deposits are recorded under demand deposits and time deposits.

Reclassification of unsetiled securities transactions

As at 1 January 2018, ABN AMRO reclassified alt unsettied securities transactions previously included in securities
financing as other assets and other liabilities. These assets were reclassified to reflect their nature as they comprise
unsettled securities transactions and therefore do not necessarily relate to securities financing. As at 1 January 2018,
EUR 1.0 billion of assets were reclassified from securities financing to other assets, while liabifities totalling

EUR 1.5 billion were reclassified from securities financing to other fiabilities. The comparative figures have been
adjusted accordingly.

ABN AMBO Group Annual Report 2018
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Reclassification for interest income related to derivatives qualilying for hedge accounting

in 2018, ABN AMRO changed the presentation of interest income from derivatives gqualifying for hedge accounting from
‘Interest income from financial instruments measured at amortised cost and fair value through other comprehensive
income' to ‘Interest income from financial instruments measured at fair value through profit or loss". The comparatives
have been adjusted accordingly. The interest income has been reclassified due o the amendment that [FRS 9 made to
I1AS 1. For the year 2018, EUR 1.9 billion has been reclassified {2017: EUR 1.9 billion).

Restatement of committed credit facilities

During the second half of 2018 ABN AMRO assessed the application of its definitions relating to committed and
uncommitted credit facilities. This resuited in an increase in committed credit facilities. Adjusting the comparative figures
resulted in an increase of EUR 22.5 billion as at 31 December 2017 The change did not impact retained earnings, the
result or the total assets and liabilities for any period.

Disclosures

To combine disciosures, and to reduce duplication, we have integrated some IFRS disclosures into our Executive Board
report. These are:

& [FRS 7 Risk disclosures of financial instruments. These are disclosed in the Risk, funding and capital section;

= IAS 1 Capital disclosures. These are part of the Risk, funding and capital section.

IFRS disclosures in the Risk, funding and capital section are labelled as "audited’. These disclosures are an integral part
of the Consolidated Annual Financial Statements and are covered by the Auditor's report.

Changes in acoounting policias
New EU-endorsed standerds became effective as at 1 January 2018. The following standards were adopted:

IFRS 8 Financial instruments

ABN AMRO adopted IFRS 9 Financial Instruments as at 1 January 2018, IFRS 9 was issued by the IASB in July 2014 and
endorsed by the EU in November 2016. ABN AMRO has applied the principles of IFRS 9 retrospectively from 1 January
2018 onwards. Prior years have not been restated in line with the fransitional provisions of the standard. IFRS 9 replaces
IAS 39 Financial instruments: Recognition and Measurement and inciudes requirements for the classification and
measurement (C&M) of financial instruments, impairment of financial assets, and hedge accounting.

ABN AMRO has decided to continue applying 1AS 39 for hedge accounting and the application of the EU carve-cut. See
the IFRS 9 transition disclosures in this note for details of the transitional impact of IFRS 9.

Classification and measurement

The classification and measurement of financial assets under IFRS 9 is determined by the business model in which the
assets are held and whether the contractual cash flows are solely payments of principal and interest {(SPP1). Under IFRS
9, financial assets can be measured at amortised cost, fair value through other comprehensive income {FVOCI) or fair
value through profit or loss (FVTPL). These categeries replace the IAS 39 classifications of loans and receivables (L&R),
available-Torsale (AFS), FVTPL, and held-to-maturity.

As part of the transition to IFRS 9, ABN AMRO has performed an analysis of the business models and contractual cash
Tlows of all financial asset portiolios. This has resulted in a number of changes. Additional information on these changes
is provided in the {FRS 9 transition disclosure.

Classification and measurement of financial liabilities has largely remained unchanged except for financial iiabilities
measured at FVTPL. Changes in fair value attributable to changes in the credit risk of such liabilities are presented in
other comprehensive income. This resulted in a transfer from retained earnings to accumulated other comprehensive
income as at 1 January 2018. The cumulative amount of changes in fair value attributable fo the credit risk of issued debt
is presented as liability own credit risk reserve in equity.

The IFRS 9 classification and measurement accounting policies of ABN AMRO are explained in the section on significant
accounting policies in this note.
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impairmenis

IFRS 9 replaced the incurred joss model with the expected credit loss (ECL) model, which is designed to be forward-

looking. The IFRS @ impairment requirements are applicable to financial assets measured at amortised cost and FVOCH.

Additionally, the scope of the IFRS 9 impairment requirements is broader than under IAS 39 as loan commitments

and financial guarantee contracts are also included. The financial instruments in scope of the [FRS 9 impairment

requirements are divided into three groups, depending on the stage of credit quality deterioration:

& Financial instruments without a significant increase in credit risk {stage 1): the portion of the lifetime expected credit
losses associated with default events occurring in the next twelve months (12M ECL) is recognised. Interest income
is recognised based on the gross carrying amount;

* Financial instruments with significantly increased credit risk (stage 2): lifetime expected credit Joss {LECL) is
recognised. Interest income is recognised based on the gross carrying amount;

& Credit-impaired financial instruments (stage 3): these financial instruments are defaulted and consequently a LECL
is recognised. Interest income is recognised based on the amortised cost.

Reference is made to the Credit risk management section for information on ABN AMRGO's impairment policy.

Transition io IFRS 3

This section provides insight into the impact of the transition to IFRS 8 on the consolidated statement of financial
position at the transition date of 1 January 2018. The impact is the result of specific changes attributable to new
classification and measurement requirements, combined with an increase in the allowances for expected credit losses
following the new impairment requirements.

in the case of other off-balance sheet items, which mainly consist of revocable joan commitments, ABN AMRO
reclassified the provisions for these items from Loans and advances customers to Provisions.

The following tables reconcile the carrying amounts under [AS 39 with the carrying amounts under IFRS 9 and show
the impact (net of tax) on shareholders’ equity and total equity attributable to the transition to IFRS @ on 1 January 20183.

Transition of assels

TAS 39 IFRS ¢
Reclassi- Remeas-
31 December 2017 fications urement 1 January 2018
Measurement Carrying  From L&R  From AFS Carrying  Measurement
T

Cash and balances at central banks L&R 29,783 29,783 AC
Financial assets held for irading FVTPL 1,600 1,600 FVTPL
Derivatives a FVTPL ©.825 -141 9,684 FVTPL
Financial investments (FYTPL) b FVTPL 679 418 1,094 FVTPL
Financial investments {AFS) b, AFS 40,285 415 38,870 FvQC!
Secwrities financing L&R 15,686 15,686 AC
Loans and advances banks d L&R 10,665 -2 10,662 AC
Residentai morigages d AC 152,691 -48 152,644 AC
Consumer loans d AC 12.122 -58 12,064 AC
Corporate leans (AC) acd AC toLM8 -310 190 38 100,883 AC
Corporate loans (FVTPL) ad FVTPL 2,044 33 2,012 FVTPL
Other loans a 3975 1,819 7356

Tax assets e 431 56 52 540

2

Oth

! Thiscolumn includes the rectassification of previously embedded derivatives to Corporate loans at FVTPL.
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Transition of linhilities sad equity

[AS 39 [FRS S
Reclassi- Remeas-
31 December 2017 fications urement 1 January 2018
Measurement Carrying  From &R From AFS Carrying  Measurement

amount to FVIPL" 1o FVIPL C&M amount Catego

Derivatives 8,367 -25 8,342 FYTPL
Securities financing 1.412 11,412 AC
Due te banks AC 16,462 16,462 AC
Due to customers AC 2368383 236,699 AC
Issued debt {AC) AC 75,428 75,429 AC
Issued debt (FVTPL f FVTPL 1,182 1,182 FYTPL
Subordinated liabilities AC 8.720 9,720 AC
Provisions d AC 1,529 61 1,890 AC
Taxliabilities AC Il 109 AC
Other liabilities AC ©.849 9,849 AC
Tatal liahilities 371.541 -25 81 371,877
Share capital 940 940
Share premium 12.970 12,979
Other reserves {incl retained

earnings/profit for the peried) 8-g 5,724 -62 -153 3,509
Accumulated other

comprehensive income big -331 -104 -435
Equity aitributable to the
owners of the parent company 12,203 -166  -153 18,984
ATt capital securities 2,007 2,007
Equity atiributable io other

ron-controlling interests 20 20
Allocation equity AC
Tatal eguity 21,330 -186  -153 21,011

1

This column includes the rectassification of previously embedded derivatives to Corporate loans at FVTPL.

w

. Certain portfolios of corporate loans have embedded derivatives that were bifurcated under 1AS 38, These are ioans where the return is based on the price of underlying
commadity contracts or loans with a floating interest rate, and where the interest reset period does not match the interest reference rate. These sontracts were analysed in
their entirety in accordanee with IFRS & and failed the solely payment of principal and interest {SPPY) criterion. As a result, the loans, together with the embedded derivatives
that were previously bifurcated, were reciassified as FYTPL at # January 2018. The amounts relating to the reciassification are EUR 1,82 million for ioans, EUR 141 million
for derivatives assets and EUR 25 million for derivatives liabilities. As the fair value of these loans is EUR 33 milfion below their carying amount under 1AS 28, this has resufted
in a C&M remeasurement.

ABN AMRO has ehosen not to select the FVOC! option under [FRS 9 for ail equity securities. As a resuit, an amount of EUR 415 miilion has been reciassified from avaiiable-

for-sale {AFS) under 1AS 39 te FVTPL under IFRS 8. In addition, the cumulative AFS reserve of FUR 42 miflion {net of tax) relating to these equity securities reclassified to FYEPL

has been transferred to retained earnings. Ali AFS debt instruments were remeasured at FVOCi.

. For a portfolio of corporate loans that had been reclassified from held for trading 1o icans and receivables in 2019, a revised amortised cost measurement has been applied in
accordance with IFRS 8, as if these laans had always been measured at amortised cost. This resulted in a reguction in the carrying amounts of these loans at 1 January 2018,
reflected as a C&M remeasurement of EUR $30 million negative in the above table.

. The IFRS & impairment requirements resulted in ECL remeasurement of tatal assets by EUR 82 million and of total liabilities by EUR B1 million, largely as a result of a

EUR 141 million impact on {oans and advances to customers and a EUR 52 million increase in tax assets. Allowances for irrevacable loan commitments and financial

guarantees are included in provisions.

The tax effect recognised in tax assets is EUR 108 million.

IFRS 8 changes the measurement criteria for financial liabilities designated as FVTPL, as a resuit of which the cumulative change in the fair value atiributabie to changes

in the credit risk of that liability are presented in d other compret income. This change resulted in the transter of EUR 64 million {net of tax) from retained

eamings to accumulated other comprehensive income at 1 January 2018.

Allawances for credit losses of EUR 2 million on FVOC! instruments are recorded in accumulated other comprehensive income. These allowances for credit losses have

no effect on the carrying vaiue of FVOCH financial assets, which continue to be measured at fair vatue. The adoption of IFRS & resulted in a transfer of EUR 2 million from

the fair value reserve to retained earnings to reflect the cumulative impairment recognised in profit or loss.

=

©

=%

™

«
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The tables below provide a reconciliation from the IAS 39 allowances/IAS 37 provisions 1o the IFRS 9 ECL allowances/
provisions recognised as at 1 January 2018 upon adoption of [FRS 9.

Transition of on-balance sheet allowances

IAS 39 IFRS 8

31 December 2017 1 January 2018
Measurement  Alfowances for Alfowances for Measurement
Category credit losses Remeasurement credit tosses Category
Financial investments’ AFS FVQEGE
Loans and advances basks L&R 7 2 ] AG
Residental morigages AC 134 48 182 AC
Consumer loans AC 304 58 362 AC
Corporate loans (AC) AC 2.020 26 2,055 AC
Other loans AC 2 2 AC
Loans and advances cusiomers L&R 2,560 141 2,601 AC

Tolal ieans and advances 2,467 143 2,610
Other assets L&R 3 1 4 AC

Allowances for credit losses of EUR 2 miliion on FVOC! instruments ate recorded in B i} other comp ive income. These debt securities remain at FVOCl on the balance sheet.

Transition of sH-balance sheel allowances and provisions

1AS 39/1AS 37 {FRS 9/1AS 37
31 December 2017 1 January 2018
Allowances Atlowances
and provisions for and provisions for
dit | dit |
All for irr ble foan 3 is and i ial guaraniees 5 19 25 : r~ :
1%
Provisions for other off-balance sheet items 42 42 R
.
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The following tables summarise the financial instruments to which the IFRS 9 impairment requirements are appiied
and the related stage and allowances for credit josses.

Goverage and stage ratio

1 January 2018

167

Gross carrying Allowances for
{in millions} amount credit losses Coverage ratio Stage ratio
Stage 1
Loans and advances hanks 10,227 7 -6.1% 95.8%
Residential morigages 145,881 26 -0.0% 96.9%
Consumer loans 10,120 42 -0.4% 81.5%
Corporate leans 80,228 128 -0.2% 85.7%
Other Loans and advances customers' 13,862 1 -0.0% 93.4%
Total Loans and advances customers stage 1 250,212 206 -0.1% 92.1%
Stage 2
Loans and advances hanks 373 1 -0.3% 3.5%
Residential morigages 3,662 24 -0.7% 2.4%
Consumer loans 1,826 74 -4.1% 14.7%
Corporate [oans 8,207 nz -1.4% 8.9%
Other Loans and advances customers' 702 1 -0.2% 4.7%
Total Loans and advances customers stage 2 14,488 212 -1.5% 5.3%
Stage 3
Laans and advances hanks 71 1 -0.9% 8.7%
Residential morigages 1,018 132 -12.0% 0.7%
Consumer foans 470 246 -52.4% 2.8%
Corporate [oans 5,153 1,805 -35.0% 5.5%
Other Loans and advances cusiomers' 269 -0.0% 1.8%
Total Loans and advances customers stage 3 8,809 2,183 -31.6% 2.5%
Toial ofstages 1.2 and 3
Total Loans and advances banks 10,671 g -0.1%
Residential morigages 150,562 182 -0.1%
Consumer loans 12,426 262 -2.9%
Corporate [eans 92,797 2,055 -2.2%
Other Loans and advances customers' 14,835 2 -0.0%
Total Loans and advarces cusiomers? 271,618 2,601 -1.0%
Loans at fair value through P&EL 2.012 0.0%
Fair value adjustments from hedge aceounting
on Loans and advances cusiomers 3,629
Totai Leans and advances banks 10,671 9 -0.1%
Total Loans and advances customers 277,260 2,601 -0.9%
Total Loans and advances 287931 2810 -0.9%
Other balance sheet items? 107571 4 -0.0%
Total on-balance shest 395502 2.614 0. 7%
Lean commitments and financial guarantee contracts 64,924 25 -0.0%
Irrevocable tetters of credit 6,526 0.0%

! Other loans and advances

consists of Go

and official institutions, Financial lease receivables and Factoring.

? Excluding fair velue adjustments from hedge accounting on Loans and advances customers
¥ The allowances for credit losses excludes allowances for financial investments held at FVGCHEUR 2 million)
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Aliowances per stage

IFR8 8

1 January 2018

Stage 1 Stage 2 Stage 3 Total

Loans and advances hanks 7 1 1 ]

Residential morigages 26 24 132 182

Consumer foans 42 74 248 362

Corporate leans 138 12 1,808 2,088

Other loans 1 k 2

Tatal Loans and advances cusiomers 206 212 2,183 2.601

Other assets 1 3 4

Tatal sllowances on-balance shest 214 213 2,187 2,614
All for irr ble foans

and financiaj guaraniee contracts 9 1 15 25

individual and coliactive loan sllowsnces

1 January 2018

Residential

Consumer
Banks I

.

Corporate

Individual impairment 1 1,841
Stage 3 k! 1,641
Collective impairment 8 158 307 500 2 1 23 999
Stage 1 7 26 42 128 1 9 222
Stage 2 1 24 74 12 1 1 1 215
Stage 3 108 191 259 13 562
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impact of IFRS 9 on regulatory capital and capitsl ralios

IFRS ¢ 1AS 38
{in millions} t January 2018 31 December 2017
Taial equity as at 31 December 2017 {145 33) 21,330 21,330
Impact of adopting IFRS 9 -219
Total equity as at 1 Janygary 2018 (IFAS 9) 21,01
Cash fiow hedge reserve 919 212
Dividend reserve 752 -752
ATt capital securities -2,007 -2.807
Profit attributable minus interest paid to holders of AT1 capital securities 21 21
AT1 capital securities -1,987 -1,887
Other requlatory adjusiments -502 -718
Gommon Eguity Tier § 18,689 18,793
AT1 capital securities 1,987 1,887
Other regutatory adjustmenis -1,158 -1,162
Tier T capital 19,518 19,618

Subordinated fiabilities Tier 2 7674 7674

Oth § d !

Total risk-weighted assets (risk exposure amount) (IAS 39) 106,157 106,157
Impact of adepting IFRS 9 on risk-weighted assels 129

Total risk-weighted asseis (risk exposure amount) (IFRS 9) 106,286

Common Equity Tier 1 ratic 176% 17.7%
Tier t ratio 18.4% 18.5%
Total capital ratio 21.2% 21.3%
Commeon Equity Tier 1 capital {fully-loaded) 18,632 18,737
Commeon Equity Tier 1 ratic {fully-loaded) 175% 17.7%
Tier T capital (fulty-foaded) 19,681 19,790
Tier 1 ratio {fully-loaded) 18.8% 18.6%
Totat capital {fully-loaded) 22,629 22,718
Total capital ratio {Ruifly-loaded) 21.3% 21.4%

! Thisincludes the impact of IFRS 3 on minority interest calculation.

The fransition to IFRS @ has resulted in a decline in RWA-based capital ratios and leverage ratios. This impact is
attributable to classification and measurement changes and risk-weighting of the related potential future tax savings.
In addition, the allowances for credit losses have increased due to IFRS 9, but the regulatory capital impact was more
than offset by a reversal in the IRB Provision Shortfall. Transition to IFRS 2 has resulted in a decrease of CET1 capital
by 12bps.

The regulatory transitional arrangements which allow for gradual phasing-in of the negative impact on own Tunds will not
be applied by ABN AMRO due to the limited expected impact on CET1 capital. If future IFRS @ credit loss allowances
increase significantly, ABN AMRO may apply the transitional provisions, subject to prior permission from the ECB.

IFRE 1% Revenue from Contracts with Customers

The IFRS 15 standard became effective for annual periods beginning on or after 1 January 2018. It establishes

a comprehensive framework for determining the nature, amount, timing and uncertainty of revenue from contracts with
customers.

After contracts and their performance okligations have been identified, revenue is recognised as an amount that reflects
the consideration to which the bank expects to be entitled in exchange for transferring promised goods or services to
customers. The transaction price is allocated to each performance obligation. Revenue is recognised when a promised
good or service is transferred to the customer, either at a point in time or over time. ABN AMRO elected to apply the
modified retrospective approach in the transition to the new standard and uses practical expedients where applicable.
The standard introduced enhanced disclosures on fee and commission income, and had no further impact on

ABN AMRO's financial statements and comparative figures.
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IFRS 2 Share-based Paymenis

in June 2016 the IASB issued amendments to IFRS 2 Share-based Payments: Classification and Measurement of
Share-based Payment Transactions. This comprised three amendments that clarify how to account for certain types of
share-based payment transactions. As ABN AMRO does not currently have any IFRS 2 share-based payment plans,
this amendment does not impact on ABN AMRO.

Annur] Improvements io IFRS Standards 2014-2018 Cycle

This cycle of annual improvements comprises three amendments, one of which became effective on 1 January 2017
This amendment refates to iFRS 12 Disclosure of Interests in Other Entities and provides clarifications on the scope of
the standard. The other two amendments became effective on 1 January 2G18. Neither amendment, [FRS 1 relating to
First-Time Adoption and IAS 28 relating to Investments in Associates and Joint Ventures, had an impact on the financial
statements.

Neaw standards, amendments and interpretations not yet effective

The following amendments to IFRS have been issued by the IASB and endorsed by the EU, but are not yet effective.
ABN AMRO does nct early apply these amendments. Note that only the amendments to IFRS that are relevant for
ABN AMRO are discussed.

IFRS 16 Leases

The new standard on leases was issued by the [ASB in January 2016 and became effective on 1 January 2019.
IFRS 16 replaces IAS 17 Leases and removes the distinction between ‘operating’ and "finance’ leases for lessees.
The requirements for lessor accounting remain largely unchanged.

The main impact of IFRS 16 on ABN AMRO's financial statements is expected to arise from leases of office buildings
and cars which the bank leases for its own use as lessee. ABN AMRO has elected to apply the modified retrospective
approach in the transition to the new standard and will use several of the practical expedients. The transition to IFRS 16
is estimated to result in an increase in assets and liabilities of approximately EUR 0.3 billion. The expected impact on
equity is not significant. Additional disclosures regarding both the lessor and lessee lease portfolios will be included in
the 2019 financial statements.

Amendmenis io IFRS 9

The IASB issued amendments to IFRS 9, Prepayment Features with Negative Compensation, which became effective
on 1 January 2019. These amendments allow instruments with symmetric prepayment options to be measured at
amortised cost or at fair value through cther comprehensive income. As ABN AMRO does not currently have any
financial instruments with these features, these amendments do not have an impact.

1A 28 Investmenis in Associates and Joini Ventures

in October 2017, the {ASB issued amendments to 1AS 28 that will become effective on 1 January 2019. The amendments
state that IFRS @ should be applied 1o long-term interests in an assoclate or joint venture to which the equity method is
not applied. Based on our initial analysis, no impact on ABN AMRO is expected.

New standards, amendments and interpretations not yet endorsed

The following new or revised standards and amendments have been issued by the IASB, but have not yet been
endorsed by the EU and are therefore not open for early adoption. Note that only the amendments to IFRS that are
relevant for ABN AMRO are discussed.

Apnual improvements 2015-2017 Cyele

in December 2017 the IASB issued the Annual improvements to IFRS Standards 2015-2017 Cycle. These amendments
are required to be applied for annual pericds beginning on or after 1 January 2019. This cycle of annual improvements
comprises amendments relating to IFRS 3 Business Combinations, IFRS 11 Joint Arrangements, IAS 12 Income Taxes
and IAS 23 Borrowing Costs. The impact of the amendments on the financial statements is expected to be insignificant.

IFRS 3 Business Lombinations

In Gctober 2018 the IASB issued amendments to [FRS 3 Business Combinations. The amendments resolve difficulties in
determining whether an entity has acquired a business or a group of assets. The amendments are effective for business
combinations for which the acqguisition date is on or after 1 January 2020. ABN AMRQ is currently assessing the impact
of the amendments.
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Definifion of Material {185 1 and 185 8)

In October 2018 the IASB issued amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting
Policies, Changes in Accounting Estimates and Errors. The amendments revise the definition of material and align the
definition across other IFRS publications. ABN AMRQ is currently assessing the impact of the amendments.

Gritical ancouniing estimales and [ndgemenis

The preparation of financial statements requires management to exercise its judgement in the process of applying
ABN AMRO's accounting policies and to make estimates and assumptions concerning the future. Actual results may
differ from those estimates and assumptions. Accounting policies for the most significant areas requiring management
to make judgements and estimates that affect reported amounts and discicsures are made in the following sections:

Impairment losses on loans and advances Risk, funding & capital section
Fair value of financial instruments note 18
Income tax expense, tax assets and tax liabilities note 10
Impairment of instruments measured at FVOCI note 16
Provisions note 29
impairment of goodwill note 23

Assessment of risks, rewards and control

Whenever ABN AMRO is required to assess risks, rewards and control, when considering the recognition and
derecognition of assets or liabilities and the consolidation or deconsolidation of subsidiaries, it may sometimes be
required to use judgement. Althcugh management uses its best knowledge of current events and actions in making
such assessments, the actual risks, rewards and control may ultimately differ.

Signilican? accounting policies

Basis of consolidatien

The Consclidated Annual Financial Statements of ABN AMRO Group N.V. include the financial statements of the parent
company and its controiled entities, thus incorporating the assets, liabilities, revenues and expenses of

ABN AMRO Group N.V. and its subsidiaries. Non-controlling interests {(held by third parties) in both equity and

results of group companies are presented separately in the Consolidated Annual Financial Statements.

Subsidiaries are inciuded using the same reporting period and consistent accounting policies. Intercompany balances and
transactions, and any related unrealised gains and losses, are eliminated in preparing the Consolidated Financial Statements.

Unrealised gains arising from transactions with associates and jointly controlled entities are efiminated to the extent
of ABN AMRGO's interest in the entities. Unrealised losses are also eliminated unless the transaction provides evidence
of impairment in the asset transferred.

Foreign emvency

ABN AMRO applies IAS 21 The Effects of Changes in Foreign Exchange Rates. Transacticns in foreign currencies are
translated into euros at the rate prevailing on the transaction date. Foreign currency balances of monetary items are
translated into euros at the period-end exchange rates. Exchange gains and losses on such balances are recognised in
the income statement.

The Consolidated Annual Financial Statements are stated in euros, which is the presentation and functional currency

of ABN AMRO. The Greup's foreign operations may have different functional currencies. The functional currency is the
currency that best reflects the economic substance of the underlying event and circumstances relevant to that entity.
Prior to consolidation {or equity accounting), the assets and liabilities of non-euro operations are translated at the closing
rate, and items in the income statement and other comprehensive income are transiated into euros at the rate prevailing
on the transaction dates. Exchange differences arising on the translation of foreign operations are included in the
currency translation reserve within equity. These are transferred to the income statement when the Group loses control,
joint control or significant influence over the foreign operation.

Finaneial assets and liakilities

Classification and measurement of financial assets (applicable from 1 January 2018}

Under iFRS 2, ABN AMRQ classifies financial assets basad on the business model in which they are held. The business
model is determined at a portfolio level. Portfolios are based on how ABN AMRO as a group manages financial assets in
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order to achieve a particular business objective. The business mode! assessment is based on the lavel of sales, risk
management, performance evaluation and management compensation. Derecognition is used as a condition o
determine whether a transaction results in a sale.

Three business models are distinguished:

& "Hold to collect” business model, in which cash flows are primarily generated by collecting contractual cash flows
until maturity of the financial instrument. Sales can cccur, as jong as they are incidental, infrequent and insignificant.
The assessment of the frequency and significance of sales is determined for @ach underlying portfolio. Sales that
result from increases in the credit risk of the counterparty or take place close to maturity do not contradict the
‘hold 1o collect’ business model.

& ‘Hold to colflect and sell’ business mode, in which the selling of financial assets is integral to achieving the business
objective. in this business model, sales take place more frequently and have a greater value than in a business model
with an objective to hold to collect.

& ‘Other’ business models not meeting the criteria of the business models mentioned above, Tor example business
models in which financial assets are managed with the objective of generating cash flows from sales {trading book)
are managed on a fair value basis. Under these business models, the financial assets are measured at FVTPL.

After the business model has been determined, the contractual cash flows of financial assets are assessed.

Debt instruments can be classified at amortised cost or FVOCI only when the contractual cash flows are solely
payments of principai and interest {SPPI). Contractual cash flows that are SPPI are consistent with a basic lending
arrangement in which consideration for the time value of money and credit risk are typically the most significant interest
elements. Debt instruments that do not meet the SPP} requirements are mandatorily measured at FVTPL. Financial
assels are assessed in their entirety, including any embedded derivatives that are not separated from the host contract.

Based on the business mode! determined and the SPP! assessment, the following measurement categories are

identified under IFRS 9:

& Amortised cost — Financial instruments measured at amortised cost are debt instruments within a hold to collect
business model with fixed or determinable payments which meet the SPP! criteria. These instruments are initially
measured at Tair value {including transaction costs) and subsequently measured at amortised cost using the effective
interest rate method, with the periodic amortisation recorded in the income statement. Financial instruments
measured at amortised cost are presented net of credit Joss allowances in the Statement of financial position.

& FVTPL — Financial instruments measured at FVTPL include instruments held for trading, derivatives, equity
instruments for which the FVGCI option has not been elected and instruments whose cash flows do not meet the
SPPI requirements. Changes in the fair value of these instruments are directly recognised in the income statement.

& FVOCI - Financial instruments measured at FVOC! are debt instruments which are held in a hold to collect and sell
business model and which meet the SPPI criteria. They are initially measured at fair value, with subsequent unrealised
changes recognised in other comprehensive income. Equity instruments for which the fair value option is elected are
also measured at FVOCI.

Reclassifications of financial assets are expected to be very infrequent and occur only when ABN AMRO changes its
business model Tor a certain porticlio of financial assets. No reclassifications occurred during the reporting period.

Please refer to pages 65 to 122 in the Risk, funding & capital section for our accounting policies on the measurement
of expected credit losses on financial instruments measured at amortised cost and FVOCE

Classification and measurement of financial assets {applicable before 1 January 2018}

Before 1 January 2018, financial assets were classified, based on the criteria in [AS 39, as assets held for trading,

financial investments, or loans and receivables. Their measurement and income recognition depended on the

classification of the financial assets. The following four groups were identified:

» Loans and receivables were non-derivative financiai assets with fixed or determinable payments that vwere not gucted in
an active market. They generally arose when money or services were directly provided to a client with no intention of trading
o selling the loan. They were initially measured at fair value (including transaction costs) and subsequently measured at
amortised cost using the effective interest rate method, with the periodic amortisation recorded in the income statement;

& Held-to-maturity investments were non-derivative financial assets that consisted of instruments quoted on an active
market with fixed or determinabie payments and a fixed maturity for which the positive intent and ability to hold to
maturity was demonstrated. They were initially measured &t fair value {including transaction costs) and subseguently
measured at amortised cost using the effective interest rate method, with the periodic amortisation recorded in the
income statement;
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& Financial assets at fair value through profit or loss included:
¥ financial assets held for trading;

# financial assets that ABN AMRG irrevocably designated at initial recognition to be held at fair value through profit
or loss when the instruments were held to reduce an accounting mismatch, were managed on the basis of their
fair value or included terms that had, by nature, substantive derivative characteristics;

& Available-forsale financial assets were those assets that were otherwise not classified as loans and receivables,
held-to-maturity investments, financial assets designated at fair value through profit or Joss or financial assets held
for trading. They were initially measured at fair vaiue, with subsequent changes recognised in other comprehensive
income.

If ABN AMRQO reclassified a financial asset from heid for trading, the financial asset was reclassified at its fair value and
this fair value became the new amortised cost. On the same date, a new effective interest was calculated.

Classification of assets and liabilities held for trading

in both the current and prior reporting period a financial asset or financial liability is classified as held for trading if # is:

& Acquired or incurred principally for the purpose of selling or repurchasing it in the near term;

& Part of a portfolio of identified financial instruments that are managed together and for which there is evidence of
a recent actual pattern of short-term profit taking; or

® A trading derivative (except for a derivative that is a designated and effective hedging instrument).

Classification and measurement of financial Habilitles

Financial liabilities are initially recognised at their fair vaiue. Under both IFRS 9 and IAS 39, financial liabilities are

classified as subsequently measured at amortised cost, except for the following instruments:

& Financial liabilities held for trading are measured at fair value through profit or loss;

» Financial liabilities that ABN AMROC has irrevocably designated at initial recognition as held at fair value through profit
or loss when the instruments are held to reduce an accounting mismatch are managed on the basis of their fair value
ot include terms that have derivative characteristics in nature.

Under IFRS 9, the changes in fair value aftributable to changes in the credit risk of financial liabilities designated at FVTPL
are presented in other comprehensive income. The cumulative amount of changes in fair value attributable to credit risk
of such liabilities is presented as iability own credit risk reserve in equity.

Financial liabilities are never reclassified after initial recognition.

Recagnition and derecegailion

Traded instruments are recognised on the trade date, which is defined as the date on which ABN AMRO commits to
purchase or sell the underlying instrument. if the settlement terms are non-standard, the commitment is accounted for
as a derivative between the trade and setflement dates. Loans and advances are recognised when they are acguired or
funded by ABN AMRO and derecognised when settled. issued debt is recognised when issued, and deposits are
recognised when the cash is deposited with ABN AMRO. Other financial assets and liabilities, including derivatives,
are recognised when ABN AMRQ becomes a party to the contractual provisions of the asset or liability.

Financial assets are derecognised when ABN AMRO loses control and the ability to obtain benefits from the contractual
rights that comprise that asset. This occurs when the rights are realised or expire or when substantially all risks and
rewards are transferred. Financial assets are also derecognised if the bank has neither transferred nor retained
substantially ail risks and rewards of ownership, but control has passed to the transferee.

Financial assets continue to be recognised in the balance sheet, and a liability recognised for the proceeds of any related
funding transaction, unless a fully proportional share of all or specifically identified cash flows are transferred to the
lender without material delay and the lender’s claim is limited fo those cash Tlows, and substantially all the risks, rewards
and control associated with the financial instruments have been transferred, in which case that proportion of the asset is
derecognised.

On derecognition of a financial asset, the difference between the carrying amount and the sum of the consideration
received and any cumulative gain or loss that had been recognised in other comprehensive income is recognised in
the income statement.
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When the contractuzl cash flows of a financial asset are renegotiated or otherwise modified {for example in forbearance
measures), ABN AMRO analyses — in both qualitative and quantitative terms — whether the modification should be
accounted for as derecognition. Generally a 10% difference in the present value of the cash flows between the initial
and modified contract is accounted for as derecognition. Qualitative terms such as changes in the repayment schedule,
counterparty or currency could also result in derecognition. Derecognition is accounted for as an expiration of the
financial asset and recognition of a new financial asset. The difference between the former carrying amount and the
carrying amount of the new financial asset is recognised in the income statement. if the modification does not result in
derecognition, ABN AMRO recalculates the gross carrying amount of the financial asset, based on the present value of
the renegotiated or modified contractual cash flows and discounted at the financial asset’s original effective interest rate.
The effect is recognised and disclosed as a medification joss in the income statement.

Financial liabilities are derecognised when the liability has been settled, has expired or has been extinguished.

An exchange of an existing financial Jiability for a new liability with the same lender on substantially different terms,
qualitatively and quantitatively (a 10% difference in the present value of the cash flows) is accounted for as an
extinguishment of the original financial liability and recognition of a new financial fiability. The difference between

the former amortised cost and the consideration paid is recognised in the income statement. Any subsequent resale
is treated as a new issuance.

Client clearing
As a general clearing member, ABN AMRO provides clearing and settlement services to its clients for, among other
things, exchange traded derivatives.

In its capacity as a clearing member, ABN AMRO guarantees the fulfiiment of obligations towards central counterparty
clearing houses {CCPs) of clients’ transactions. ABN AMRO is not liable to clients for the non-performance of the CCR
In the event of a client defaulting, ABN AMRO has the legal obligaticn to settle all the client's positions with the relevant
CCPs, possibly at a joss. Possible losses arising from this guarantee might relate not only to a client’s current positions,
but also to future trades of the client. ABN AMRO receives and collects {cash) margins from clients, and remits these
margins to the relevant CCP in whole or in part. Given the stringent margin requirements set by the CCPs, possible
future outflows of resources for new clearing transactions are considered close to zero.

ABN AMRO does nct reflect the exchange-traded derivatives cleared on behalf of clients in its financial statements.
Under normal circumstances, the guarantee has no fair value and is not recognised in the financial statements. The loss
recognition in the event of non-performance of a client will be in fine with our contingent liakilities policy (see note 34).

(iisaiting

The bank offsets financial assets and liabilities and the net amount reported in the Statement of financial position if it is
legally entitled to set off the recognised amounts and intends to settle on a net basis, or to realise the asset and settle
the liability simultaneously.

Statement of eash Hows

For the purposes of the statement of cash flows, cash and cash equivalents comprise cash on hand, freely available
balances with central banks and other banks, and net balances on current accounts with other banks with less than
three months maturity from the date of acquisition. The statement of cash flows, based on the indirect method of
calculating operating cash flows, gives details of the source of cash and cash eguivalents which became available during
the year and the application of these cash and cash equivalents over the course of the year. The cash flows are analysed
into cash flows from operations, including banking activities, investment activities and financing activities. Movements in
loans and advances and interbank deposits are included in the cash fiow from operating activities. Investment activities
are comprised of acquisitions, sales and redemptions in respect of financial investments, as well as investments in, and
sales of, subsidiaries and associates, property and equipment. The issuing of shares and the borrowing and repayment
of iong-term funds are treated as financing activities. Cash flows arising from foreign currency fransactions are translated
into euros using the exchange rates at the date of the cash fiows.

Government granis

Government grants are recognised in the income statement on a systematic basis over the periods that the related
expenses, for which it is intended to compensate, are recognised. in the case of an income-related grant, the grant
is deducted from the related expense.
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Levies and other regulatory charges
ABN AMRO recognises a liability arising from levies and similar charges when it becomes legally enforceable
{i.e. when the obligating event arises).

2  Segment reporting

': ﬁmmm;mg gm%my for %gmmﬁ mgmrﬂmg

Retaif Banking

Retail Banking provides banking products and services to individuals. In addition, a wide variety of banking and insurance
products and services are provided through our branch network, online, via contact centres and through subsidiaries.
ABN AMRO HypothekenGroep, Alfam, ICS and Moneyou are part of Retail Banking.

Commercial Banking

Commercial Banking serves business clients with a turnover of up to EUR 250 million, clients active in commercial
real estate {excluding publicly listed companies, which are served by Ceorporate & Institutional Banking) and small
businesses. Our Asset Based Finance activities are included in Commercial Banking.

Private Ronking

Private Banking provides total solutions to meet its clients’ global wealth management needs and offers a rich array of
preducts and services designed to address these clients’ individual requirements. Private Banking operates under the

brand name of ABN AMRO MeesPierson in the Netherlands and internationally under the name of ABN AMRO Private
Banking or various local brand names such as Bangue Neuflize OBC in France and Bethmann Bank in Germany.

Corporate & Instfistiona! Banking

Corporate & Institutional Banking (CIB) serves business clients with turnover exceeding EUR 250 million. in Northwest
Europe, clients with turnover exceeding EUR 100 million are served in eight selected sectors. CIB covers loan products
(Structured Finance and Trade & Commeodity Finance), flow products (Global Markets) and specialised products {Clearing
and Private Equity). CiB's business activities are organised according to sector, geograghy and preduct.

Group Fanctions

Group Functions supports the business segments and consists of innovation & Technology, Risk Management, Legal
and Compliance, Finance, HR, Transformation and Communications, Group Audit, Strategy & Sustainability, and the
Corporate Office. The majority of Group Functions’ costs are allocated to the businesses. The results of Group Functions
include those of ALM and Treasury and the securities financing activities.
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Segment income staipment for the year 2018

2018

Retail  Commercial Private Corporate & Group
{in millions} Banking Banking  Banking [nstitutional Banking Functions Total

Net interest income 3,122 1,601
Net fee and commission income 365 258 40 1,699
Net trading income -1 8 183 14 173
Share of result in equity accounted investments 28 2 12 2 -1 43
Other operating income 3 38 91 268 183 584
iperating income 3,517 1,899 1,340 2,116 220 9,093
Expenses
Personnel expenses 442 225 290 480 794 2,441
General and administrative expenses 568 202 248 337 1,381 2,737
Depreciation and amortisation of tangibl

and intangible assets 7 21 8 127 172
Intersegment £ Jexp 269 363 2,143
Dperating expenses 929 1,189 160 5,351
Impairment charges on financial instruments 2 427 -16 655
Total expenses 932 1,616 143 6,006
Operating profit/{ioss) before taxation 408 501 77 3,086
Income tax expense 95 7% 64 762

tiributable to:
Owners of the company 1,126 448 312 287 -66 2,207
Holders of AT1 capitaf securities 79 75
Other non-controlling interests 29 38

Retail Banking

Net interest income decreased by 3% to EUR 3,122 million {(2017: EUR 3,233 million). If adjusted for incidentals in the
two periods, the decrease is mainly attributable to the combined impact of approximately EUR 60 million resulting from
the updating of the model used for non-maturing deposits (NMD) and the reallocation of net interest income from Group
Functions. interest income from residential mortgages remained stable as the lower average volumes were offset by

a slight improvement in margins resulting from good pricing discipline in a highly competitive market. Interest income on
consumer loans decreased as a result of lower average volumes and margins. Deposit income continued to be impacted
ongoing margin pressure in the low interest rate environment.

Net fee and commission income increased by EUR 27 million to EUR 365 million {2017: EUR 338 million), mainly due to
the increase in payment package fees in 2018.

Other operating income amounted to EUR 3 million {2017: EUR 116 mullion). The Tigure for 2017 included a book gain of
EUR 114 million following the sale of the remaining equity stake in Visa Inc.

Personnel expenses decreased by EUR 31 million to EUR 442 million {2017: EUR 473 million), mainly due to lower
restructuring costs in 2018 (EUR 5 million versus EUR 24 million in 2017) and declining FTE levels. This was partly offset
by the new Collective Labour Agreement, which provided for a 2% increase in salaries and a one-off payment of

EUR 1,000 per employee. The number of FTE fell by 615 1o 4,445 as at 31 December 2018 as a result of digitalisation
and cost-saving programmes, and this decrease is also reflected in the further reduction in the number of branches.

General and administrative expenses increased by EUR 46 million o EUR 568 million (2017: EUR 522 million), mainly
due to a provision of EUR 30 million for additional costs to accelerate customer due diligence {CDD) remediation
programmes (see note 29 Provisions for further information) and higher regulatory levies {(EUR 162 million, compared
with EUR 155 millien in 2017).

Impairment charges amounted to a release of EUR 12 million, compared with a release of EUR 101 million in 2617
Impairment charges in 2017 largely benefited from favourable mode! updates, as well as from additional IBN! releases
of EUR 60 million.
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GCommercial Banking

Net interest income decreased by EUR 26 million to EUR 1,602 million {2017: EUR 1,628 million). The figure for 2017
included a favourable incidental refating to 2 EUR 37 million release for unearned interest. Excluding this release, net
interest income rose on the back of continued growth in client lending across all sectors and improved margins. The
increase was partly offset by the combined impact of the updating of the model for NMD and the reallocation of net
interest income from Group Functions. These items’ negative impact on net interest income in 2018 amounted to
approximately EUR 40 million.

Net fee and commission income decreased by EUR 12 million to EUR 258 million {2017: EUR 270 million) as the figure
for 2017 included a one-off reclassification in the fourth quarter of that year. Excluding this reclassification, net fee and
commission income remained stable in an increasingly competitive market.

Cther operating income in 2018 decreased to EUR 38 million (2017: EUR 59 million). The figure for 2017 included the
benefits of more favourable revaluation results.

Personnel expenses increased by EUR 7 million to EUR 335 miflion (2017: EUR 328 million). The increase was driven
by a higher restructuring provision in 2018 of EUR 31 miflion {2017: EUR 12 million), the one-off payment to employees
in the Collective Labour Agreement and wage inflation. These items were largely offset by the decline in the number
of FTEs that was achieved through well-executed cost-saving programmes.

General and administrative expenses increased by EUR 62 million to EUR 202 million (2017: EUR 140 million),
mainly owing to a provision of EUR 55 million for additional costs o accelerate CDD remediation programmes
{See note 29 Provisions for further information) and higher regulatory levies {(EUR 48 million versus EUR 40 million
in 2G17).

intersegment expenses decreased by EUR 18 million to EUR 502 million {20%77: EUR 520 million) as a resuilt of
the continued benefits of cost-saving programmes in Group Functions. Impairment charges amounted to a charge
of EUR 253 million, compared with a release of EUR 179 million in 2017

Impairments were elevated in 2018 due to charges recorded in specific sectors {primarily healthcare and shipping),
whereas the impairment releases in 2017 resulted mainly from modei refinements for SME lending and mortgages,
as well as IBNI releases.

Private Banking

Net interest income rese by EUR 60 millicn to EUR 7192 million (2017: EUR 659 million). Excluding the contribution of PB
Asia, net interest income rose by EUR 79 million. The increase was mainly due to margin improvements and partly offset
by the combined impact of the updating of the NMD model and the reallocation of net interest income from Group
Functions, which negatively impacted on net interest income by EUR 20 millicn. Net interest income in 2017 was
negatively impacted by the Euribor provision of EUR 10 million.

Net fee and commission income decreased by EUR 64 million to EUR 509 miilicn {2017: EUR 573 million). Excluding the
contribution of PB Asia in 2017, net fee and commission decreased by EUR 49 million. Due to the volatility in the financial
markets, Private Banking clients were less active in securities transactions, while more clients opted for execution only
instead of managed portfolios, and the raised client threshold for advisory services resuited in jower advisory volumes.

GCther operating income decreased by EUR 176 million to EUR 91 million {2017: EUR 267 million). Excluding the proceeds
of the PB Asia divestments in 2017, other operating income rose by EUR 58 millicn in 2018. This was mainly the result of

positive incidentals of EUR 60 million relating to sale proceeds and provision releases from divestments, specifically the

sale of PB Luxembourg and asset management activities in France.
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Personnel expenses decreased by EUR 82 million to EUR 390 million {2017: EUR 472 million). Excluding the resuits of
PB Asia in 2017 personnel expenses decreased in 2018 owing to the substantial reduction in FTE numbers, which was
partly offset by wage inflation. The number of FTE was 445 lower than in 2017, primarily due to progress made in the
restructuring programmes and the divestment of PB Luxembourg.

General and administrative expenses amounted to EUR 248 million, compared with EUR 280 million in 2017 Excluding
the results of PB Asia in 2017, general and administrative expenses increased by EUR 6 million, mainly due to higher
regulatory levies.

Depreciation and amortisation of tangible and intangible assets amounted to EUR 21 million (2017: EUR 65 million).
The figure for 2017 included a goodwill impairment of EUR 36 million.

Intersegment expenses were EUR 10 million lower at EUR 269 million (2017: EUR 279 million) as a result of the ongoing
cost-saving programmes in Group Functions.

Impairment charges totalled EUR 3 million, compared with a release of EUR 6 million in 2017 largely driven by additions
in the Netherlands.

GCorporate & lnstitutional Banking

Net interest income rese by EUR 191 million to EUR 1,166 million {2017: EUR 975 million) owing to the favourable
impact of new deals and on the back of increased client lending, while growth slowed throughout 2018 as a result of
the strategy refocus. Deposit income was also higher as margins improved modestly and compensated for the lower 2
volumes. The increase also included an amount of approximately EUR 40 million representing the combined impact of %’ o
the updating of the model used for NMD and the realflocation of net interest income from Group Functions, as well as L
higher results in both Global Markets and Clearing.

Net fee and commission income decreased by EUR 11 million to EUR 527 million {2017: EUR 538 million). The decrease
was mainly in Global Markets, which is volatile by nature, and was partly offset by higher fees in Clearing as a result of
greater market volatility.

Net trading income decreased by EUR 73 million to EUR 153 million. CVA/DVA/FVA amounted to EUR 2 million negative
(2017: EUR 76 million).

GCther operating income totalled EUR 268 million (2017: EUR 76 million). The increase was mainly attributable 1o
favourable Equity Participations results (EUR 274 million versus EUR 114 million in 2017) and more favourable
revaluations in Clearing.

Personnel expenses amounted to EUR 480 million {2G17: EUR 442 million). The increase was driven by restructuring
provisions in 2018, mainly relating to the previously announced strategy refocus and, to a lesser extent, 1o wage inflation.

General and administrative expenses decreased by EUR 86 million to EUR 337 million {(2017: EUR 423 million), mainly
due to Jower provisions for project costs of SME derivatives-related issues (EUR 41 million versus EUR 138 million in
2017). in addition, regulatory expenses were higher in 2018 (EUR 86 million versus EUR 76 million in 2017).

intersegment expenses declined by EUR 30 million to EUR 363 million (2017: EUR 393 million) as a result of the
continued benefits of cost-saving programmes in Group Functions.

Impairment charges amounted to EUR 427 million {2017: EUR 219 million). The higher impairments taken were mainly on
existing impaired loans and primarily in offshore markets (mainly in Natural Resources and Global Transportation &
Logistics) and in Trade & Commeodity Finance, including diamonds.

Group Functions

Net interest income amounted to EUR 16 million negative {2017: EUR 38 million negative). The figure for 2618 included
a provision release of EUR 35 million relating o securities financing activities discontinued in 2009. If adjusted for this,
the decrease was mainly attributable to a decline in duration-related interest results, partly offset by the positive impact
of approximately EUR 80 million resulting from the updating of the mode! for non-maturing deposits and the reallocation
of net interest income to the business segment, and higher mortgage penalty fees.
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Net fee and commission income increased by EUR 12 million to EUR 40 million (2017: EUR 28 million), partly due fo the
increase in net fee and commission income from Stater (mortgage service provider).

Gther operating income amounted to EUR 183 million (2G17: EUR 228 million). The decrease was attributable to less
favourable hedge accounting-reiated income, including the partial sale of the public sector joan portfolio {EUR 79 million
versus EUR 181 million in 2617), and 1o the lower provision release for securities financing activities discontinued in
2009, and was partly offset by the revaluation of equensWorldline {EUR 69 million).

Personnel expenses decreased by EUR 82 million to EUR 794 million {2017: EUR 876 million), partly as a resuit of Jower
restructuring provisions in 2018 {(EUR 58 million versus EUR 112 millicn in 2017). If adjusted for restructuring provisions,
personnel expenses decreased on the back of the lower average number of FTE in 2018, partly offset by wage inflation
and the one-off payment of EUR 1,000 per employee provided for in the Collective Labour Agreement.

General and administrative expenses remained broadly stable at EUR 1,381 miilion (2017: EUR 1,383 million). The
benefits of ongoing cost-saving programmes were offset by higher IT investments.

Depreciation and amortisation expenses decreased by EUR 29 million to EUR 127 million {2017: EUR 156 million).

The figure for 2017 included a EUR 17 million impairment related to the ATM network. The remainder of the decrease
in 2018 was attributable to lower investments in ATMs and buildings as ongoing digitalisation means we are continuing
to reduce the number of branches.

Intersegment revenues/expenses amounted to EUR 2,143 million negative in 2018 (2017: EUR 2,228 million negative)
as a result of lower costs being allocated to the commercial business segments.

Segment income statement for the year 2017

Retail  Commercial Private Corporate &
ki i i ional Banki

Incoms

Net interest income 3,232 1.628 6858 875 -38 8,456
Net fee and commission income 338 270 573 538 28 1,747
Net trading income 3 2 30 226 25 287
Share of resuft in equity accounted investments 31 2 e 13 -5 54
Other operating income 116 5G 267 76 228 745
Dperating income 3721 19617 1.540 1.530 238 2,290
Expenses

Personnel expenses 473 328 472 442 876 2,500
General and administrative expenses 522 146 280 423 1,383 2,746
Depreciation and isation of tangible and intangible assets 8 4 55 1 156 245
Intersegment r /exp 1,036 520 278 393 -2.228

Operating expenses 2.040 91 1.095 1,269 187 5,582
Impairment charges on financial instrments -101 -17% -5 218 4 -63
Toial expenses 1,938 313 1.089 1.438 190 5519
Operating profit/{loss) before taxation 1,783 1,148 450 342 48 3,771
Inceme tax expense 454 288 64 121 52 878

Attributable to:

Owners of the company 1,329 360 386 204 -58 2,721
Holders of AT1 capital securities 53 53
Other non-conirolling interests 17 1 ie
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Seleeted asseis and lisbiliies by segment

31 December 2018

Retail  Commercial Private Corporate & Group

{in miliions} i Bankin Banking Institutionai Bankin Functions Total
Asseis

Financial assets held for irading 495 495
Derivatives X 5,170 930 6,191
Securities financing 5,786 7088 12,278
Residential morigages 145,988 4 2,693 2,101 150,784
Consumer loans 6,815 537 4,530 64 11,945
Corporate loans 1,667 40,762 5,236 50,321 3,205 101,181
Other loans and advances customers e 240 4 6,294 220 6,966
Other 1,252 2,000 5,168 6,725 76,202 81,348

Liabilitiss

Financial liabilities held for irading 253 253
Derivatives 13 5,282 1,864 7159
Securities financing 462 6,945 7407
Current accounts 18,278 28,472 18,602 21,144 598 84,192
Demand deposits 70,311 12,971 40,088 623 16 124,020
Time deposits 7660 3,515 7454 5,615 2,858 27101
Other due 1o customers 126 626 28 810
Other 62,246 -1,216  -48,508 40,441 56,120 108,993

31 December 2017

Retail  Commercial Private Corporate & Group
ki Banki Banki itutional Banki 1

Assels

Financial assets held for irading 1,589 1,600
Derivatives 12 2,652 1,146 9,825
Secwrities financing 271 12,875 15,686
Residential morigages 147495 7 2,826 2,264 152,621
Consumer loans 7285 453 4,324 48 12,122
Corporate [eans 1.552 39,160 4,826 51,377 4,102 101118
Other loans and advances customers 3 464 3 8,250 254 8,875
Other 1.777 1.855 8.863 7824 70,735 91.154
Liahilities

Financial liabilities held for irading 1,082 1.082
Derivatives 12 5,368 1.087 8,367
Securities financing 657 10,755 11.412
Current accounis’ 14,585 26,821 18,584 23370 328 83,827
Demand deposits’ 72,107 13,685 38,280 206 5 125,995
Time deposits’ 7442 3,969 7173 5,745 2,207 26,536
Other due 1o customers’ 216 4 24 253 45 541
Other 63,804 -2.250 42,090 54,512 114,281

' Change in Due to customers effective as of 1 January 2018.
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Geographica! segments

2018
The Rest of Rest of
{in millions} Metherlands Europe USA Asiz  the world Total
Net interest income 5,663 554 167 151 57 6,593
Net fee and commission income 1,128 335 16 96 15 1,699
Net trading income 148 9 13 1 -1 173
Share of result in equity accounted investments a7 3 43
Other operating income 478 82 20 4 584
fiperating income 7465 986 319 251 72 9,093
Expenses
Personnel expenses 1,922 325 104 66 24 2,441
General and administrative expenses 2,386 253 50 332 15 2,737
Depreciation and amortisation of {fangible and intangfble assets 142 25 3 3 i 173
Intersegment r fexp -44 28 g 16 &
Diperating expenses 4,406 @30 165 117 32 5,351
Impairment charges on financial instrumenis 287 169 45 84 69 655
Tatsl expenses 4,694 200 211 20 102 §,006
Dperating profit/{loss) before taxation 2.77% 186 108 51 -30 3,086
Inceme tax expense 674 44 45 4 -4 762

Attributable to:

Owners of the company 1,980 142 62 47 -25 2,207
Holders of AT1 capital securities 79 79
Other non-conirolling interests 39 k]
2017
The Restof Rest of the
{in miltions} Netherlands Europe UsSA Asia world Total
income
Net interest income 5,388 587 244 167 70 6,456
Net fee and commission income 1139 368 m 13 15 1,747
Net trading income 227 48 10 5 -1 287
Share of result in equity accounted invesiments 44 10 54
Other operating income 443 4 -1 293 745
Operating income 7247 1.016 364 578 ot ©,290
Expenses
Personnel expenses 1.809 438 og 121 23 2.580
General and administrative expenses 2.357 248 61 65 15 2,746
Depreciation and amortisation of tangible and intangible assets 172 58 4 8 2 248
Intersegment r fexp -46 32 7 13 -6
perating expenses 4,383 773 170 206 34 5,582
Impairment charges on financial instruments -274 80 101 21 10 -63
Total expenses 4,119 859 271 227 43 5,512
Operating profit/lloss) before taxation 3,129 157 23 380 41 3,771
Inceme tax expense 822 B4 75 1B 13 g7¢

Attributable to:

Owners of the company 2.236
Holders of AT1 capitaf securities 53
Other non-controiling interests 18

103

336

2,721
53
18

ABN AMBDO Group Annual Report 2018

07.11.2020 kl 07:52

Brgnngysundregistrene

Side 187 av 295



- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

3 Ovewview of financial assets and Eabilities by measurement base

31 December 2018

Fair value Fair value Fair vaiue
Amortised  through profitor  through profitor through other
{in millions} eost joss - Traging loss - Other  comprehensive income Total

Financial assels

Cash and balarces at central banks 34,371 34,37
Financial assets held for irading 498 498
Derivatives 5,247 943 5,191
Financial investments 1,004 41,180 42,184
Secwrities financing 12,375 12,275
Loans and advances banks 8,124 8,124
Loans and advances customers 270,099 787 270,886
Assets held for sale 5 5
Other assets 9485 948

Financial Liabilities

Financial liabilities held for irading 253 283

Derivatives 8,727 1,432 7,188

Secwrities financing 7407 7407

Due to banks 13,437 13,437 e
Due to customers 236,122 236,123 = L
Issued debt 78,729 1,045 80,784 f
Subordinated liabilities 9,805 9,805

Liabilities hefd for sale

Other liabilities 796 796

31 December 2017

Fair value Fair value Fair value
Amortised  through profitor  through profit or through other
{in miltions} cost loss - Trading loss - Other  comprehensive income Total
Financial assels
Cash and balances at ceniral banks 29,783 29,783
Financial assets held for irading 1,600 1.600
Derivatives 8748 1.676 9,825
Finarcial investments 679 40,285 40,264
Secwrities financing 18,686 18,686
Lcans and advances banks 10,668 10,665
Loans and advances customers 274,906 274,806
Assets held for sale 385 2,728 7 3,120
Other assels 952 259

Financial Liahilities

Financial liabilities held for trading 1,082 1,082
Derivatives 5,625 1,672 8,367
Securities financing 11412 11,412
Dute to banks 16,462 16,462
Dute te customers 236,600 236,602
Issued debt 78,428 1,182 78,612
Subordinated abilities 8,720 8,720
Liabilities hefd for sale 2,729

Other liabilities
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4 Netinterest income 2
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2018 2017

ed at amoriised cost and fazr va!ue

Interest from 1

through other comprehensive income 10,897 10,421
Interest & from fi ial insts 1 ed at fair vatue through profit or loss 2,048 2,081
Interest expense 5,052 5,045

Met interest income

Net interest income for 2018 amounted to EUR 6,593 miilion, an increase of EUR 137 million compared with

EUR 6,456 million in 2017 The main drivers were growth in corporate loans, the favourable impact of new deals {mainly
interestrelated fees) and higher mortgage penalty fees. Interest income on residential mortgages remained stable as
average volumes and margins remained under control despite the increasing competition. interest income on consumer
loans was slightly down due to lower volumes and continued margin pressure.

Interest income

{in miltions} 2018 2017
Interest incoms from

Financial investments at fair value through other comprehensive income 662 846
Secwrities financing 435 340
Loans and advances-—banks 208 208
Loans and advances — customers 9,029 2,033
Other 163 193
interest income rom financial instrumenis measured al amortised cost

snd fsiy value through other comprehensive income 10597 10,421
Interest & from £ ial inst 1 ed at fair vahte through profit or loss 2,081

Interest income amounted to EUR 12,645 million, an increase of EUR 143 million compared with EUR 12,502 miilion
in 2017 interest income from items not at fair value through profit or loss amounted to EUR 10,597 million
{2017: EUR 10,421 million).

Securities financing increased by EUR 95 million o EUR 435 million {2017: EUR 340 million) due to higher rates
from securities financing transactions.

Loans and advances - banks increased by EUR 100 million fo EUR 308 million in 2018 {2017: EUR 208 million)
due to higher results for Clearing business, increased client balances year-overyear, and interest-bearing results
with financial institutions.
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interest income from financial instruments measured at fair value remained stable in 2018. This line item includes
interest from economic hedging derivatives and interest from loans and investments mandatorily held at fair value.

Interest expense

Interest expenses from

Secwrities financing 200 227
Due o banks 223 151
Due to customers 766 875
Issued debt 1,628 1,570
Subordinated fiabilittes 455 51
QOther 2,680 271

Interest expense for 2018 amounted to EUR 8,052 million, an increase of EUR 6 million compared with
EUR 6,045 million in 2017. Interest expense from items not at fair value through profit or loss amounted to
EUR 5,899 million {2017: EUR 5,905 million).

The decrease in interest expense from due to customers, which fell by EUR 109 million to EUR 766 millien
(2017: EUR 875 million), was attributable to lower interest rates for client savings. This was offset by an increase
of EUR 72 million to EUR 300 million in interest expense from securities financing transactions and an increase
of EUR 72 million to EUR 223 miiilion in interest expense due o banks.

Cther includes interest expense on hedging instruments for an amount of EUR 2,289 million {2017: EUR 2,366 million)

5 Netfee and commission income

Net fee and commission income decreased by EUR 48 million in 2018 compared to 2017 A third of this decrease was
attributable to the PB Asia divestment in 2017 as the figure for that year included four months of fee income from this
business. The remaining decrease occurred primarily within Private Banking as net fee and commission income was
higher in 2017 due to more favourable market conditions. The decrease in 2018 was partly offset by higher fees in Retail
Banking, and specifically the increase in the fees charged for payment packages, and to higher fees in the Clearing
business as a result of greater market volatility.
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Fee and commission income
Fee and commission income for the years ended 31 December is specified in the following table.

{in millions} 2018 2017

Fee and commission income 2,169
Fi d isSi 1,470

2018
Corporate &
Retail Commercial Private  [nstitutional Group
{in millions} Banking Banking Banking Banking  Funclions Total

Fee and commission income fre

Securities and custodian services 19 1 80 1,436 1 1,518
Payment services 310 202 28 87 25 661
Porifolio management and trust fees 45 1 475 521
Guarantees and commitment fees 21 28 5 108 162
Insurance and investment fees 46 1 32 78
Other service fees 17 71 14 48 80 230

Timing fee and commission income
Recognised at a point in time 241 271 355 1,652 15 2,633
R ised 1 216 259 29

Fee and commission income rose by EUR 37 million compared with 2617 partly thanks to the increase in fees
in the Clearing business that resulted from greater market volatility. This increase was partly offset by a decrease
in Private Banking portfolio management fees, with more clients opting for execution oniy.

2017
Corporate &
Retail Commercial Private  |astitutionat Group
{in millions} Banking Banking Banking Banking Functions Total

Fee and commission income from:

Securities and custodian services 18 1 36 1,322 1 1.427
Payment services 304 204 28 87 35 659
Porifolio management and trust fees 52 2 508 1 563
Guarantees and commitment fees 23 28 6 "3 176
Insurance and investment fees 47 36 83
Other service fees 18 78 14 84 73 237
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Fee and commission expense
The components of fee and commission expense for the years ended 31 December are as follows:

{in millions} 2018 2017

Fee and commission expenses from:

Securities and custodian services 1,167 1,086
Payment services 158 164
Portfolio management and trustfees 73 30
Guarantees and commitment fees 9 e
Insurance and investment fees 26 34
Other service fees 27 18

Fee and commission expense increased by EUR 79 million in 2018, mainly in Clearing from increased transaction
volumes following higher market volatility.

B Netirading income

_Zzﬁﬁmm‘imggmwymmm%mdmg mme_
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{in mittions) 2018 2017 G

1%
sy
Interest instruments trading® 12 80 e
Equity and commodity irading’ 20 51
Foreign exchange transaction resuits? 142 146

' Due to & refinement of transaction results in trading income prior year amounts of interest instruments trading, squity and commodity trading and other trading have been adjusted.
* The foreign exchange transaction results have been refined, therefore foreign exchange transaction results for balances not being 'fair value to profit or loss” have been reported as part
of the other operating income. Comparative figures have not been adjusted.

-adus

Net trading income amounted to a gain of EUR 173 million {2017: gain of EUR 287 million) and was EUR 114 million
lower than in 2017 This was mainly caused by stable CVA/DVA/FVA reserves in 2018 as a result of relatively stable
credit spreads and mnterest rates during the year, whereas an amount of EUR 75 million of CVA/DVA/FVA was released
to net trading income in 2017 as a result of tightening credit spreads and geopolitical-economic events.

income from interest instruments frading decreased by EUR 68 million compared with 2017 This item was negatively
impacted by the above-mentioned development of CVA/DVA/FVA in both 2018 and 2017 and favourably offset by the
addition to the SME provision being EUR 21 million lower in 2018.

Equity and commodity trading income decreased to EUR 20 million (2017: EUR 61 miilion), largely because of exposure
to energy market volatility.

Foreign exchange transaction results amounted to EUR 142 million in 2018, remaining relatively stable
(2017: EUR 146 million).
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7  Uther operating income
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{in miltions} 2018 2017

Disposal of operating activities and equily accounted investmenis 42 327
Result from financial iransactions 417 334
Other 110 82

Gther operating income decreased by EUR 161 million to EUR 584 million (2017: EUR 745 million), mainty due to
a decrease in the disposal of operating activities and eguity investments.

Disposal of operating activities and equity investments in 2018 includes Private Banking Luxembourg and part of
the stake in the investment funds of ABN AMRO Participaties. For 2017 this line item included PB Asia divestment.

The result from financial transactions increased by EUR 77 million to EUR 411 million in 2018 {2017: EUR 334 million),
mainly due to the increase of results from revaluation and divestments of equity securities designated at FVTPL of
EUR 217 million and the decrease in hedge accounting-related results at Group Functions of EUR 104 million in 2018.

Result from financial fransactions includes, amongst others, a total amount of EUR 448 million of fair value gains and
losses relating to instruments mandatorily measured at FVTPL, EUR 2 million of fair value gains and losses relating o
instruments designated at FVTPL, EUR 2 million of fair vaiue gains and losses relating to FVOCH instruments, and a total
loss of EUR 41 million relating to the derecognition of financial instruments measured at amortised cost, mainly due 1o
the sale of a significant part of the PSL portfolic. The foreign exchange fransaction results for balances not being FVTPL
amounted to EUR 18 million in 2018. These results are included in result from financial transactions as of 2018 due

to a refinement of transactions resuits in trading income. The comparative figures have not been restated.

Gther income — Gther increased by EUR 47 million to EUR 110 miilion in 2018 {2017: EUR 62 miilion), mainly as the result
of a property sale in Luxembourg.

8 Personnel expenses

";&mmammg gm sw ?m wrmma% amgzmzws o : . -
-Salanes aﬁd Wage ocial security charges and other salary~related costs are recogmsed over the per:oci n Which .
' s 10 whi slate The accountmg pohcnes for pens;o sand other

Salaries and wages 1,594 1.656
Social security charges 243 227
Pensien expenses relating to defined benefit plans

Defined contribution plan expenses 338 363
Other 265 338

Total personnel expenses for 2018 amounted to EUR 2,441 million, a decrease of EUR 149 million compared with
EUR 2,590 million in 2017
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Salaries and wages decreased by EUR 62 million o EUR 1,594 million in 2018. This was mainly due fo the declining

FTE levels, reflecting the continued progress being achieved by cost-saving programmes. This decrease was partly offset
by wage inflation as the new Collective Labour Agreement resulted in salaries increasing by 2% and a one-off payment
of EUR 16 million.

Social security charges increased by EUR 16 million to EUR 243 million in 2018, mainly due to the higher social security
charges resulting from the new Collective Labour Agreement.

Gther decreased by EUR 74 million to EUR 265 million in 2018, mainly due 1o higher additions to staff restructuring
provisions in 2017

Personnel expenses include costs for a variable compensation plan for Identified Staff. This is not an employee
share-based payment plan as defined in IFRS 2 Share-based Payment. As a result of ABN AMRO depositary receipts
being listed on the Amsterdam stock exchange, ABN AMRO is in the process of changing the variable compensation
plan into a plan that may qualify as a share-based payment plan.

9 General and administrative expenses

s s

Costs are recognised in the penod in which services have been provided a_h'q': tg'.\}v.high _t‘hé‘_p'a'ymén reltes.

2018 2017
Agency staff, contractors and censultancy cosis 699 864
Staff related costs 72 77
Information technology costs 1,002 1,021
Housing 167 184
Post, telephone and fransport 48 55
Marketing and public relations costs 12 "
Regutatory charges 262 325
Other 272 318

Total general and administrative expenses decreased by EUR 9 million to EUR 2,737 million in 2018 {2017: EUR 2,746 million).

Agdency staff, contractors and consultancy costs increased by EUR 35 million, mainly due to higher costs for external
staff hired to increase short-term capacity for regulatory projects.

Gther decreased by EUR 37 million to EUR 273 million in 2018, mainly due to lower additions provisions. Please refer
to note 29 Provisions for more information.

{in millions} 2018 2017
Banktax 103 103
Deposit Guarantee Scheme 108 a4
Single Resolution Fund 125 103
Other regulatory fevies 26 25

Regulatory charges increased by EUR 37 miilion to EUR 362 million in 2018, due to higher costs for the Single Resolution
Fund and the Deposit Guarantee Scheme.
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Fees paid to EY are included under agency staff, contractors and consultancy costs. These fees are specified in the
following table.

{in millions} 2018 2017
Finarcial statements audit fees 9 g
Audit refated fees 4 5

Financial statement audit fees relating to the audit of activities in the Netherlands amounted to EUR 7 million in 2018
(2017: EUR 6 million). Audit-related fees for activities in the Netherlands amounted to EUR 2 million in 2018
(2017: EUR 2 million).

Audit-related fees comprise services for regulatory reporting purposes, comfort letters and consent letters, assurance
engagements on segregation of assets, assurance on service organisation reports and procedures agreed for
SUpervisory purposes.

16  Income fax expense, tax assets and tax liabilities

2018

Becognised in income statement:

Current tax expenses for the current period 779 978
Adjustments recognised in the period for current tax of prior periods 61 -3
Previously unrecognised tax losses, tax credits and temporary differences increasing

{reducing) current iax expenses 1 4
Total current tax expense 718 a8
Deferred tax arising from the current period -16 -52
Impact of changes in tax rates on deferred taxes 11 34
Deferred tax arising from the write-down or reversal of a write-down of a deferred tax asset 19 25
Deferred tax prior period 42
Previously unrecognised tax losses, tax credits and temporary differences

reducing deferred tax expense -8 -2
Taxexp fi ) relating to changes in accounting policies and errors included in profit and loss -4
Total def g1
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Reconaciliation of the total tax eharge
The effective rate based on the Consolidated income statement differs from the theoretical rate that would arise using
the statutory tax rate of the Netherlands. This difference is explained as follows:

{in miltions} 2018 2017
Profit/{loss) before taxation 3,086 3,771
Applicable tax rate 25.0% 28.0%
Expected income tax expense 772 o043
Ingreasef{decrease) in taxes resufiing from:

Tax exemptincome -4 -52
Share in result of associates and jeint ventures -108 -23
Non-deductable Dutch bank tax 28 24
Other non-deductable expenses 73 60
Other permanent items 4

Adjustments for tax of prior years -19 -3
Previously unrecognised tax losses and temporary differences -8 -5
Write-down and reversal of write-down of deferrad tax assets 19 25
Impact of changes in tax rates on temporary differences 11 34
Foreign tax rate differential 1 48
Other -3 15

The effective tax rate of 24.7% (2017: 26.0%) decreased from the previous year. Aithough the total non-deductible
expenses in respect of interest, bank levy and expenses that are partly deductible increased, this was exceeded by the
non-taxable gains and income. The changes to tax rates in various countries resuited in the carrying value of the deferred
tax assets being reduced. The adjustments of prior years reflect the effects of changes of facts or other factors in
comparison of previous periods.

Tax assets and liabilities

The most significant temporary differences arise from the revaluation of certain financial assets and liabilities, including
derivative contracts, allowances for loan impairment and investments. The following tabie summarises the tax position
at 31 December:

31 December 2018 3t December 2017
{in miltions} Assets Liahilities Assets Liabilities
Current tax 172 20 72 01

Deferred tax 244 8 388 9
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The significant components and annual movements in deferred tax assets and deferred tax liabilities at 31 December
are shown in the following tables:

Asat Impact As at Income As at

{in millions} 31 December2017  IFRS9 1January 2018 stelement Equity Other 31 December 2018
Deferred fax assets:
Assets held for irading and derivatives 310 310 3 -19 -1 291
Investments 8 -2 -2 2
Property and equipment 13 12 3 3 19
Goodwill -2 3 1
Insurance policy and claim reserves 1 1 -1
Leans and advances customers 64 2 66 13 4 -16 41
Provisions for pensions and

post-retirement benefits 38 38 -6 -6 12 39
Accrued expenses and deferred income 68 68 -24 2 -16 30
Unused tax losses and unused tax credits 20 20 2 -8 14
Other 3 3 -1 -2 38 28
Total deferred fax asseis
hefore offseiting 525 2 527 -53 -21 13 466
Offsetting deferred tax liabilities 166 166 122

Dieferrad fax Habilities related to:

Investments 160 -1 158 1 -53 -2 104

Property and equipment 4 4 4

Loans and advances customers 5 5 5 3 3

Provisi heding pensi i 4 4

Deferred policy acquisition cests 1 1 -1

Deferred expense and accrued income -1 -1

Other 8 G -1 4 8 16

Total deferred tax liahilitles

hefore offsetiing 178 -1 173 B ] -48 13 128

Offsetling deferred tax assets 166 166 122
; 2 A ¥

Net deferred tax 3250 3 354 338

Deferred tax through income

stalement and equity 44 -28
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Income

Deferred fax assets:

Assets held for irading and derivatives 286 -1 25 310
Investments (availabie-for-sale) 26 -18 -1 2}
Property and equipment <] 4 13
Intangible assets {exchuding goodwill) 2 -2

Insurance policy and claim reserves -1 2 1
Loans and advances customers 3 1 4
Impairments on eans 57 3 -5 60
Provisions for pensions and post-retirement benefits 24 12 2 38
Accrued expenses and deferred income 53 14 1 88
Unused tax losses and unused tax credits 22 - 1 -2 20
Other 37 -34 1 -2 3
Total deferred tax assels hefore offsetting 517 -12 29 -9 8525
Offsetting deferred tax fiabiliti

Deferred tax labilities relaied to:

Investments (availabie-for-sale) 189 -2 -27 -1 160
Property and equipment 3 1 1 -2 4
Intangible assets {excluding goodwill} 2 -2

Leans and advances customers 5 -1 5
Deferred policy acquisition cests 1 1
Deferred expense and accrued income -2 1 -1
Other e -8 -4 5
Total deferred tax liahilities hefore offseiting -13 -26 -5 175
Offsetting deferred

Net deferred tax 297 350
Deferred fax through income stalement and equity -1 -56

Deferred tax assels

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will allow the deferred tax
asset to be recovered. Recognition is based on estimates of sufficient taxable income by jurisdiction in which ABN AMRO
operates and the pericd over which deferred tax assets are recoverable. In the event that actual results differ from these
estimates in future periods changes to the recognition of deferred tax assets could be required and these could impact
on our financial position and net profit.

-adus

Tax losses

The total accumulated losses available for carry-forward at 31 December 2018 amounted to EUR 1,413 million

{31 December 2017: EUR 1,448 million), of which EUR 55 miilion (31 December 2017: EUR 74 million) could be recognised
for future tax benefits. The recorded deferred tax asset for tax losses carried forward amounted to EUR 14 million

(31 December 2017: EUR 20 million).

Hnrecognised tax assats

Deferred tax assets of EUR 42 million (31 December 2017: EUR 22 million) have not been recognised in respect of
gross deductible temporary differences of EUR 144 million (31 December 2017: EUR 76 miilion) and EUR 231 million
(31 December 2017: EUR 247 million) have not been recognised in respect of gross tax losses of EUR 1,358 million
(31 December 2017: EUR 1,374 million) because future taxable profits are not considered probable. These deferred tax
assets are mainly related to positions outside the Netherlands.

Tax eredits and unrecognised tax crediis
ABN AMRO does nct have any carry-forward tax credits at 31 December 2018.
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The following table shows when the operating losses as at 31 December 2018 expire:

2018 2019 2020 2021 2022

2018
Loss carry-forward recognised 9 7 1 4 24 85
Loss carry-forward not recognised 2 6 3 7 3 1,336 1,358

2017
Loss carry-forward recognised 5 7 23 38 74
Loss carry-forward not recognised 4 & 10 5 1 25 1,327 1,374

ABN AMRO does not recognise deferred tax in respect of ABN AMRO investments in subsidiaries, branches,
associates and interests in joint arrangements when ABN AMRO is able to control the timing of the reversal of the
temporary difference and it is probable that the temporary difference will not be reversed in the foreseeable future.
It is not practicable to determine the amount of income tax payable were such temporary differences to be reversed.

Of the total amount of recognised net deferred assets, EUR 37 million {31 December 2017: EUR 29 million) is related
to entities that suffered a Joss either in the current or preceding year. The recognition of these deferred tax assets is
based on a projection of future taxable income.

Tax related to each component of other comprehensive income and tax related to equity can be found in the
Consclidated statement of comprehensive income and in the Consolidated statements of changes in equity.

Income tax consequences of dividend
The Executive Board proposes, subject to approval by the Supervisory Board, a final dividend of EUR 752 million
on the ordinary shares. The dividend will, in principle, be subject 1o 156% withholding tax.
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GCountry-by-country reporting

The following table provides an overview of total assets, total operating income, average number of FTE, operating
profit/loss) before taxation and income tax expense, as well as the principal subsidiary and main activity, for each
country. The full list of participating interests as referred to in Article 414, Book 2 of the Dutch Civil Code has been
filed with the Trade Register.

31 December 2018

Total Operating
operating Average profit/{loss) Income tax
Total income number before taxation expense
Main activity  assets {inmilions)  of FTE {in millions)

Principat subsidiary {in millions)

etheriands

Retail Banking 337308 7858 18,711 2,748
- of which
international
aclivities 3,224 94 14 -22 -8
France Banque Neuflize OBC S.A, Private Banking 6,099 324 892 80 25
Germany Bethmann Bank AG Private Banking 4,436 268 710 82 1
ABN AMRO Bank N.V.
Belgium Branch Belgium Private Banking 1,13 92 233 -32 2
ABN AMRO Asset based Finance Commercial
United Kingdom N.V., UK branche Banking 2,193 90 344 45 8
ABN AMRO Bank
Luxembourg {Luxembourg) S.A. Private Banking 61 110 30 8
Corporate &
Norway ABN AMRO Bark N.V. Oslo Branch Institutional Banking 2,794 61 a1 -41 -8
ABN AMRO Securities Holdings Corporate &
Denmark {Denmark) ApS Institutional Banking -118
Jersey ABN AMRO Bank N.V. .Jersey Branch Private Banking -8
Guernsey ABN AMRO {Guernsey) Ltd. Private Banking 389 43 130 21 2
Corporate &
United States ABN AMRO Clearing Chicago LLC Institutional Banking 15,698 g 433 109 48
Corporate &
Brazit ABN AMROQ Brasit Participagbes Institutional Banking 392 18 88 10 5
ABN AMRO Bank N.V. Corporate &
Singapore Branch Singapore [nstitutional Banking §,131 139 280 68 8
ABN AMRO Bank NV,
Hong Kong Branch Hong Kong Private Banking 2,222 a6 124 -12 -4
Corporate &
Japan ABN AMRO Clearing Tokyo Co. Ltd. Institutional Banking 107 16 16 1 1
United Arab ABN AMRO Bank N.V.
Emirates Branch UAE/DIFC Private Banking -4 1 17 1
Corporate &
Austraka ABN AMRO Clearing Sydney Pty Ltd. Institutional Banking 370 14 54 3 2
Other 72 2 22 3

666
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31 December 2017

Total QOperating
operating Average profitfiioss) Income tax
Total income number before taxation expense
Principal subsidiary Main activity  assets  {in millions) of FTE {in millions) (in millions)
Netherfands ABN AMPRC Bank N.V, Retail Banking 241,202 7417 16899 3,246 247
- of which
international
activities E,B288 224 23 "7 26
France Banque Neuflize OBC 5.4, Private Banking 5,833 332 972 24
Germany Bethmann Bank AG Private Banking 4,384 275 753 8 20
Belgium ABN AMRO Bank N.V. Branch Belgium Private Banking 1,282 13 249 -37 &}
United Kingdom ABN AMPC Commereial Finance Pic  Commercial Banking 1723 86 361 25 7
Luxembourg ABN AMPG Bank {Luxembourg)} 8.4, Private Banking 2,862 44 162 4 1
Corporate &
Naorway ABN AMRQ Bank N.V, Oslo Branch  Institutiona! Banking 2,803 67 31 38 10
ABN AMRO Securities Holdings Corporate &
Denmark {Denmark) ApS  Institutional Banking -8 50 50
Jersey ABN AMRO Bank M.V, Jersey Branch Private Banking -8
Guernsey ABN AMRGC {Guernsey) Ltd. Private Banking 512 43 131 21 2
Corporate &
United States ABN AMRO Clearing Chicago LLC  Institutional Banking 26,008 301 428 38 81
Corporate &
Brazit ABN AMRO BrasH Participacbes  Institutional Banking 383 23 87 15 7
ABN AMRO Bank NV, Corporate &
Singapore Branch Singapore  Institutional Banking 9,780 264 382 153 E
ABN AMPRC Bank NV,
Hong Kong Branch Hong Kong Private Banking 2,734 248 124 186 3
Corporate &
Japan ABN AMRO ClearingTokyo Co. Ltd.  institutional Banking 105 4 15 4
United Arab
Emirates ABN AMIRO Bank N.V. Branch UAL/DIFC Private Banking 2 36 54 21
Corporate &
Austraka ABN AMRO Clearing Sydney Pty Ltd.  Institutiona! Banking 202 16 51 5 1
Other -BG5 ] 10 -1

ABN AMRO received government grants for its TLTRO Il programme in 2018 and 2017, This programme has a maturity
of four years and will end in 2021

11 Earnings per share

The following table shows the composition of basic earnings per share at 31 December.

2018 2017

) Earnings Earnings

Profitf{loss) for Number pershare  Profilless) for Number per share

{in millions} the period! of shares (in euros) the period! of shares {in euros)

Basic earnings

2,207 940 2.25 2721 940 2,88

Basic earnings per ordinary share is calculated by profit attributable to owners of the parent company divided by
the weighted average number cf ordinary shares outstanding. ABN AMRQ has no instruments outstanding that could
potentially dilute the current number of ordinary shares.

The earnings per share in 2018 amounted to EUR 2.35 {2017: EUR 2.89). This is a decrease of EUR 0.54, or 19%.
A final dividend of EUR 0.80 per share is proposed for 2618 (2017: EUR 0.80). Including the interim dividend paid
on 3 September 2018 (EUR 611 million), the total dividend proposed is EUR 1.45 per share (2017: EUR 1.45).
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12 Cash and balances at central banks

Assels
Cash on hand and other cash equivalents 34 371
Balances with ceniral banks readily convertible in cash other than mandatory reserve deposits 34,057 28,412

Cash and balances at central banks increased by EUR 4.6 billion to EUR 34.4 billion at 31 December 2018, mainly due
to higher outstanding overnight positions placed at the Dutch central bank and other central banks in Europe.

13 Financial assets and liabilities held fartrading

Financial assels hekd for trading
The following table shows the composition of assets held for trading.

{in miltions} 31 December 2018 31 December 2017

raqing secupiies’

Government bonds 273 1,971
Corporate debt securities 202 401
Equity securities 19 "
Tatsl rading securities 494 1584
Trading book [oans 1 16

Financial assets held for trading decreased by EUR 1.1 billion to EUR 0.5 billion at 31 December 2018
(31 December 2017: EUR 1.6 billion).

Government bonds decreased by EUR 0.8 billion, mostly related to changes in Dutch, French and Belgian bend positions.
These portfolios are mainly a result of the primary dealership in these countries and are heid for the purpose of client
facilitation. Most of these contracts are hedged with short positions in corporate debt securities, government bonds

and futures.

The decrease in corporate debt securities by EUR 0.2 billion is a result of movements in various bonds and countries,
and mainly attributable to Dutch positions.

Equity securities decreased by EUR 0.1 billion, driven by a decrease in derivative contracts used for client facilitation
and in stock positions.
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Financial liabitiies hold for radiag
The following table shows the composition of liabilities held for trading.

{in millions} 21 December 2018 31 December 2017
Bords 121 850
Equity securities 4 65

Total shori security positions

Financial liabilities held for trading decreased by EUR 0.8 billion to EUR 0.3 billion at 31 December 2018
(31 December 2017: EUR 1.1 billion).

The decrease resulted from Jower short positions in bonds, primarily in Dutch and, to a lesser extent,
French and Belgium government bonds, and corporate debt securities.

The fair value of assets pledged as securities is shown in note 33.

14 Derivatives

_:-ﬁemsm‘mggm myémdersm?sms
Denvatwes compnse dersvatwes he]d
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31 December 2018

Derivatives heid for trading Economic hedges  Hedge accounting  Total derivatives
Interast interest Interest

{in miltions} rate  Currency

Dther rate  Currency Other rate

Exchange traded

Fair value assets 1 143 14 158
Fair value liabilities 4 8 4 16
Nationals BB 43 173 436 706

Over-the-counier
Ceniral counierparties
Fair value assets

Fair value liabifities

Notionals 862,063 840 127,294 1,088,897
fither hilateral

Fair value assets 3,484 769 443 91 280 23 943 6,033
Fair value liabifities 3,282 1,063 545 106 510 4 1,432 7143
Nationals 131,702 92,186 1,971 971 28,520 722 10,952 268,025
Total

Fair value assels 3,485 769 585 91 280 37 943 6,191
Fair value liabifities 3,287 1,063 853 108 610 ] 1,432 7189
Notionals 1,083,820 92,228 2,144 1,81 28,520 1,188 138,246 1,288,628

31 December 2017

Derivatives held for trading Economic hedges  Hedge accounting  Total desivatives
Interest Interest
{in millions} rate Currency QOther rate Currency Qther Interest rate
Exchange traded
Fair value assets 27 8 5 38
Fair value liabilities 23 17 132 172
Notionals 62 o7 189 1.522 1,869

Over-the-counter
Cenfral counterparties
Fair value assets

Fair value liabifities

Notionals 784,438 501 130,506 924,445

Dther hilateral =
Fair value assels 5,860 1,946 326 107 336 136 1.076 2,786 o
Fair value liabiities 4,098 1,477 297 53 577 21 1,672 8,185

Notionals 133.341 140814 3,053 1.034 28,483 1.738 11,602 320,173

Total

Fair value assets 5,888 1,946 332 107 338 141 1.076 9,825

Fair value liabiities 4,121 1477 314 53 577 153 1,872 8,367

Notionals 217841 141,01 3,241 1,535 28,483 3,260 151,118 1,246,486

The notional amount of interest rate derivatives held for trading at 31 December 2018 amounted to EUR 1,093.8 billion
(31 December 2017: EUR 9178 billion), representing an increase of EUR 176 billion. This increase was mainly due to
higher client activity of Financial Institutions as a result of clearing through central counterparties.

The notional amount of currency derivatives held for trading at 31 December 2018 amounted to EUR 92.2 billion
{31 December 2017: EUR 141.0 billion), representing a decrease of EUR 48.8 billion. This decrease was mainly
due to lower client activity caused by the increased volatility of the foreign exchange market compared with 2017

The notional amount of interest rate dervatives held for hedge accounting at 31 December 2018 amounted o

EUR 138.2 hillion (31 December 2017: EUR 151.1 billion), representing a decrease of EUR 12.9 billion. ABN AMRO
managed the interest rate risk in 2018 by unwinding approximately EUR 27 billion of interest rate swaps and entering
into EUR 9 billion of new interest rate swaps, mainly related fo the increase in issued debt.

The hedging strategies are explained in greater detail in note 15.
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1% Hedge accounting
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Fiect on financial position and perfovmance — bedging instruments

Changes infair value

Line item in the used for calculation

Notional statementof hedge ineffectiveness
amount Carrying amount  finaneial position forthe year

31 December 2018
Cash flow hedges — macro

Interest rate 19,613 1 Derivatives -180
Fair value hedges — macro

Interest rate 18,138 38 Derivatives 100
Fair value hedges — micro

Interest rate 100,496 942 1,297 Derivatives 204
Economic hedges

Total economic hedges 32,190 408 724 Derivatives nfa

31 December 2017
Cash flow hedges — macro

Interest rate 29,126 Derlvatives -253
Fair value hedges — macro

Interest raie 29,848 133 458 Derivatives 879
Fair value hedges — micro

Interest rate 92,147 942 1,273 Derivatives -568
Economic hedges

Total economic hedges 33,278 584 784 Derivatives n/a

The notional amount of the cash flow hedges decreased by EUR 9.5 billion to EUR 19.6 billion at 31 December 2018

{31 December 2017: EUR 29.1 billion). The notional amount of the macro fair value hedges decreased by EUR 11.7 billion
to EUR 18.1 billion at 31 December 2018 {31 December 2017: EUR 29.9 billion). The decline in the notional amount of
the swaps in the macro cash flow hedge and macroe fair value hedge is a result of unwinding swaps as part of the bank's
strategy to manage the duration and interest rate risk in line with the bank’s risk appetite.

The micro fair value hedges increased by EUR 8.4 billion to EUR 100.5 billion at 31 December 2018

{31 December 2017: EUR 92.1 billion). The increase in issued debt and financial investments resulted in a higher
notional amount of the micro fair value hedges. The changes in market values for assets and liabilities are driven
by changes in interest rate curves observed in the market.

The economic hedges were affected by multiple market elements as the economic hedges include hedges on interest
rate, commodity, foreign currency and equity positions.
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EHect on financial position and performance — bedged lism

Change
Accumulated in value used
amount of fair Line item for calculating Cash flow hedge
value hedge inthe hedge reservefForeign
Carrying amount of adjustments on statement of insffectiveness currency translation
the hedged item  the hedged item financial position forthe year reserve
Continuing Discontinued
{in millions} Assets Liabilities Assets Liabilities hetdges hedges

31 December 2018
Cash flow hedges — macro

Interest rate 188 601 -850
Fair value hedges — macro
Interest rate 20,238 2,101 Mortgages -87

Fair value hedges — micro

Interest rate —

Financial instruments 37967 1,921 Financial investments -242
Interest rate — Corporate &
Financial assefs at AC 3,030 1,084 Government loans -281

issued debt &
Subordinated
Interest rate — Liabilities 66,026 2,032 liabilities 289

Net investment hedges

Currency -19
31 December 2017

Gash flow hedges — macro

Interest rate 246 176 -1,402
Fair value hedges — macro
Interest rate 22,12 2,264 Mortgages -810
Fair value hedges — micre
Interest rate — Financial instruments 34 806 2,213 Financial investments -754
Interest rate — Corporate &
Financial assets at AC 3,768 1,365 Government loans -203
Interest rate — issued debt &
Liabilities 59,288 2,334 Subordinated liabiliiles 1,094
Net investment hadges
Currency -18

The cash flow hedge reserve for continuing hedges decreased from EUR 176 million in 2617 to EUR 601 million negative
in 2018. The cash flow hedge reserve for discontinued hedges increased from EUR 1,402 million negative in 2017 to
EUR 850 million negative in 2018. This was mainly driven by the unwinding of swaps in the macro cash flow hedge,
which triggered a shift from continuing hedges to discontinued hedges. The overall cash flow hedge reserve was also
impacted by changes in the market values of continuing hedges and amortisations from discontinued hedges.

The carrying value of the macro fair value hedge decreased from EUR 32.1 billion in 2617 to EUR 20.2 billion in 2018,
mainly driven by hedged items and hedging instruments that matured during 2G18. The fair value of hedged items in
the macro hedge portfclic decreased by approximately EUR 162 miilion, mainly triggered by changes in interest rates
observed in the market.

The carrying vaiue of the financial investments in hedge relation increased by EUR 3,161 million. The impact of interest
rate movement resulted in a fair value decrease of EUR 242 million. The carrying value of the financial assets at
amorttised cost in hedge relation decreased by EUR 738 million, mainly as a result of a reduction in the portfolio

of financial assets.

The total nominal value of issued debt in hedge relation increased by EUR 6.7 billion to EUR 66.0 billion. The interest
rate risk of the issued debt is hedged through the hedge relation with the interest rate risk derivatives. The fair value
of hedged items increased by EUR 289 million as a result of changes in market interest rates. The fair value movement
was offset by the unwinding of hedging activities.
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EHect on financial position and performance — bedgs neffectiveness and hedying gains or losses

Hedge ineffectiveness in all hedge accounting models is driven by changes in interest rate curves. In the case of the
macro cash flow and macro fair value hedge, the ineffectiveness in 2018 was less than in 2017 owing to the decrease in
the size of the portfolios and smaller changes in interest rate curves than in 2017 On an aggregated level, the micro fair
value hedges showed a larger change in fair value and greater ineffectiveness than in 2017 In the case of the underlying
assets and liabilities, the changes in market values were less than in 2017

Change Amount Amount
Changesin invalue reclassified  reclassified
fair value used for from the Cash frem the
used for  calculating Hedge Change in flow hedge Foreign
calculation hedge ineffec- the value of resernve curTency
hedge inef-  ineffective- tivenes Line itemin the hedging toprofitor  transiation
fectiveness nessforthe recognised profitor loss {that  instrument  loss - hedges reserve  lineitem affected in
fortheyear- year- hedge in profit includes hedge recognised  item affected to prefit  profitor loss because
{in millions} hedge item  instrument orloss ineffectiveness) in OC1 orioss ofthe reclassification

e
31 Becember 2018
Cash flow hedges — macro

O S TR

Other operating Net interest
Interest rate 185 -180 1 income -362 127 income

Fair value hedges — macro

Other operating
Interest rate -87 100 13 income

Fair value hedges — micro

Other operating
Interest rate 234 204 30 income

Met investment hedges

Other operating
Currency -1 income
31 December 2017
Gash flow hedges — macro

Other operating Net interest
Interest rate 248 -253 4 income ~274 172 n/a income

Fair value hedges — macro

Other operating
Interest rate -210 279 69 income

Fair value hedges — micro
Other operating

Interest rate 36 -58 -22 incomse
Net investment hedges

Other operating
Currency 6 income

The accumulated amount of Tair vaiue hedge adjustments remaining in the statement of financial position for hedged
items that have ceased to be adjusted for hedging gains and losses amounted to EUR 260 million at 31 December 2018
(2017: EUR 360 million).

Amonnt, iming and uncerainty of fature cash flows - hedging instrumenis

More than More than More than

Within3 3 months but 1year but 5 years but More than
{in millions, nominal amounis} months  within 1year withinGyears within T0years 10 years Total
31 December 2018
Fair value hedges — micro
Payers — Interest rate 289 2,179 16,949 14,6335 3,641 37,683
Receivers — Interestrate 3,653 3,185 30,043 9,933 15,988 62,803
31 December 2017
Fair value hedges — micro
Payers - Interest rate 461 1,912 12,386 14,867 4,961 34,587
Receivers — Interestrate 372 2,055 27513 13,965 12,649 57554
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The micro fair value hedge portfclio mainly comprises derivatives that hedge the interest rate risk on fixed-rate bonds
in the fiquidity buffer and fixed-rate issued debt. The weighted average fixed rate in the micro fair value hedge portiolio
varies between 1.6% and 2.4%, depending on the origination date, currency, product type and original maturity.

FHect on finencial pesition and perlormanee — recencilistion

The macro cash flow hedges are designed to mitigate the risk of changes in interest rates. The cash flow hedge reserve
recognised in OCl {see the Consolidated statement of changes in equity) reconciles the change in the value of the
hedging instruments in the macro cash flow hedges and the amount reclassified from the cash flow hedge reserve to

profit or loss {see the "Effect on financial position and performance — hedge ineffectiveness and hedging gains or losses’
table).

The change in the value of the hedging instruments in the macro cash flow hedges during 2018 was EUR 352 million
(2017: EUR 274 million). The amount reclassified from the cash flow hedge reserve to profit or loss during 2018 was
EUR 127 million (2017: 172 million). The cash flow hedge reserve (net of tax) at 31 December 2018 was

EUR 1,144 million {31 December 2017: 945 million).

16 Financial investnents

_:-ﬁswﬁmngméswﬁm%zwmm% E@%s‘émwﬁs;:3”'” - - .
Fmancxa!jmvestments mcfude mstruments measured tfa;r vaiue through ot" ‘comprehensive incomme (EVOEH)

{in miltions} 31 December 2018 31 December 2017

Financial invesiments

Debt securities held at fair value through other comprehensive income 41,180

Equity securities held at fair value through other comprehensive income

Available-for-sale 40,285
Held i i

Financial investments were impacted by the fact that [FRS 9 has become effective {see note 1 for more information).
At transition date, the available for sale portfolio in equity instruments was reclassed 1o heid at fair value through profit
or joss, resulting in an increase in investments held at fair vaiue through profit or oss. These investments increased
by EUR 1.2 billion to EUR 42.2 billion at 31 December 2018 {31 December 2017: EUR 41.0 billion). The increase, which
was mainly attributable 1o investments in US Treasury and US government bonds (EUR 4.2 billion) and driven by a rise
in the USD liquidity buffer, was partly offset by decreases in other government bonds (EUR 1.3 billion) and corporate
debt securities (EUR 1.4 billion).
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Invesimenis measured af faiv value through othey comprehensive income
The fair value of investments measured at FVOCI (including gross unrealised gains and losses) is specified as follows:

{in millions}

nigresi-varning securitie

206

31 December 2018 31 December 2017

Dutch government 4,704 5.197
US Treasury and US government 6,919 2,698
Other OECD government 18,500 18,275
Non OECD government 903 396
International bonds issued by the European Union 1,575 1714
European Stability Mechanism 2,810 2,885
Mortgage- and other asset-backed securities 2,195 2,551
Financial institutions 2,444 3,848
Non-financial institutions 129 5
Subtotal 41,180 39,870
Equity instruments 415

Most of these instruments are part of the fiquidity buffer and are held for liquidity contingency purposes.
More information on the composition of the liquidity buffer is provided in the Risk, funding & capital section.

Goverament honds by ceuntry of origin

31 December 2018

3t December 2017

Gross unrealised
gainsfliosses) and

Gross unrealised
gains/llosses) and

fair value hedges Fair fair value hedges Fair i

{in millions} gainsf{iosses) Impairments value gainsftlosses) Impairments value
Dutch national government 585 4,704 687 6.197 : r~
French national government 177 2,024 231 3,558 iy
German national government 474 5,594 481 4543
Belgian national government 217 3,064 281 3.282
Finnish national government 160 2,276 122 2.334
Austrian national government 257 1,908 280 1.888
USA national government -84 6,919 -8 2,628
Japanese national government 456 1.480
European Union bonds

{excl. European Stability Mechanism) 102 1,575 137 1,714
Italian national government 34 322
Spanish national government
Polish natienal government 126 419 134 427
Swedish national government 30 4 235
Great Britain national government 88 256 o3 262
Danish national government 1 182 130
Hong Kong 298 287
Luxembourg national government 19 582 15 187
Brazit national government 2 -1 114 137
Singapore national government 452 472
Canadian national government 25 702 22 640

No material impairments were recorded on government bonds. More information on the country risk positions is
provided in the Risk, funding & capital section.
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Critical ﬁmmmtmg m;m'm_m gmﬁgam as

investments measured of fair value through profit o7 loss
The following table provides information about the investments held at fair value at 31 December and for which
unrealised gains or losses are recorded through profit or loss.

{in miltions} 31 December 2018 31 December 2017
ovemment immis

Corporate debt securities [ 7

investments designated held at fair valus through profit o7 less 8 7

Private equities and venture capitat 419 608

Equity securities 579 63

investments mandatorily held at fair value through profit or lass

Due to IFRS @, the available-forsale portfolio in other participating interests, equity securities and participation in
investment pools was reclassified as held at fair value through profit or loss (see note 1 for more information).

17  Securities financing

. &cmgmﬁmg gméz i é‘m‘ %wm&% 0 'am:mﬁ
.Secunties fmanczng measured at amomsed cost Secuﬂt es i
__'sale and repurchase' ransac’uons -Secun

| cmg cons;sts of secur es borrow ind and Iendmg and
_s borrowmg and:seeurmes' Iendmg transactxons are generaﬁy entereci mto on -

185 mte fst:'in'c:éme:f'
es, the proceeds
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31 December 2018 31 December 2017
Cust

Assels

Reverse repurchase agreements 2,412 5,119 1.324 10.181

Secwrities borrowing transactions 2,205 2,639 2574 1,566

Liahilities

Repurchase agreements 684 913

Securities lending transactions 549 773
' ABN AMRO classified all unsettied securities transactions as other assets and other liabilities, previously these were included in securities financing. Comparative figures have been adjusted.
Securities financing transactions include balances relating to reverse repurchase activities, repurchase activities and
cash collateral on securities borrowed and lent. ABN AMRO controls the credit risk associated with these activities by
monitoring counterparty credit exposure and collateral values on a daily basis and, when necessary, requiring additional
collateral to be deposited with or returned to ABN AMRO.
The movements of securities financing assets and liabilities with banks and customers were a result of the cyclicality
of the business since clients build up their positions around the dividend season, reaching a high point primarily in the
second and third quarters, and a low point around the yearend. The pattern in 2018 was similar to that in previous years.
The deciine at yearend was more significant compared to 2017 due 1o a decrease in repurchase agreements and reverse
repurchase agreements with several large clients.
ABN AMRO has reclassified all unsettled securities fransactions as other assets and other liabilities. These were
previously included in securities financing. The comparative figures have been adjusted accordingly.
ftems of securities financing transactions which ABN AMRO can repledge or resell are included in note 33 Transferred,
pledged, encumbered and restricted assets.
18  Fair value of financial instruments carried at fair value 5
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Internal contrals aver {air value

ABN AMRO has designated controls and processes for determining the fair value of financial instruments. A process
has been designed to ensure there are formalised review protocols for independent review and validation of fair values
separate from those businesses entering into the tfransactions. This includes specific controis to ensure consistent
pricing policies and procedures, incorporating disciplined price verification for both market and counterparty risk trades.

The business entering into the transaction is responsible for the initial determination and recording of the fair value of
the transaction. There are daily controls of the profit or loss recorded by trading and treasury front-office staff.

A key element of the control environment, segregated from the recording of the transaction’s valuation, is the
independent price-verification process. Valuations are first calculated by the business. Such valuations may be current
bid or offer prices in an active market, or may be derived using a mode! and variable model inputs. These valuations

are reviewed and, if necessary, amended by the independent price-verification process. This process involves a team,
independent of those trading the financial instruments, performing a review of valuations in the light of available pricing
avidence. Independent price verification is frequently performed by matching the business valuations with independent
data sources. For liquid instruments. the process is perfermed daily. The minimum frequency of review is monthly, both
for trading positions and non-trading positions. The independent price-verification control includes formalised reporting
and escalation to management of any valuation differences in breach of defined thresholds. When models are used to
value products, those modeis are subject to a model review process. This process requires different levels of model
documentation, testing and review, depending on the complexity of the model and the size of our exposure to the
model.

Valuation techaigues

A number of methodologies are used o determine the fair value of financial instruments for which observable prices in
active markets for identical instruments are not available. Values between and beyond available data points are obtained
by interpolation and/or extrapolation. When using valuation technigues, the fair value can be significantly impacted by the
choice of valuation model and underlying assumptions made concerning factors such as the amount and timing of cash
flows, discount rates and credit risk.
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fnterast raie derivalives

This category includes interest rate swaps, cross-currency swaps, options and forward rate agreements. These products
are valued by estimating future cash flows and discounting those cash flows using appropriate interest rate curves. The
exception is interest option contracts, which are valued using market standard option pricing models. The inputs for the
discounting cash flow models are principally observable benchmark interest rates in active markets such as the interbank
rates and quoted interest rates in the swap, bond and futures markets. The inputs for credit spreads — where available —
are derived from prices of credit default swaps or other credit-based instruments, such as debt securities. In other
cases, credit spreads are obtained from pricing services. The additional inputs for the option pricing models are price
volatilities and correlations, which are obtained from broker quotations or pricing services or derived from option prices.
Because of the observability of the inputs used in the valuation models, the majority of the interest rate derivative
contracts are classified as level 2. If adjustments to interest rate curves, credit spreads, correlations or volatilities are
based on significant unobservable inputs, the contracts are classified as level 3. Exchange traded options and futures
are valued using quoted market prices and are hence classified as level 1.

Foreign exchange coniracls

Foreign exchange contracts include foreign exchange forward contracts, foreign exchange options and foreign exchange
swaps. The majority of the foreign exchange contracts at ABN AMRO are traded as overthe-counter derivatives. These
instruments are valued using foreign currency exchange rates. There are observable markets both for spot and forward
contracts and for futures in the world's major currencies. Therefore the overthe-counter foreign exchange contracts are
classified as level 2.

Government debt securities

Government debt securities consist of government bonds and bills with Tixed or floating rate interest payments issued
by sovereign governments. These instruments are generally traded in active markets and prices can be derived directly
from those markets. Therefore the instruments are classified as level 1. Highly liquid bonds are valued using exchange-
traded prices. Less liguid bonds are valued using observable market prices, which are sourced from broker quotes,
inter-dealer prices or other reliable pricing services. For a minority of the government debt securities, active market prices
are not available. In these cases ABN AMRO uses discounted cash flow valuation technigues that incorporate cbservable
market data for similar government instruments. The main inputs are interest rate curves, liguidity spreads and credit
spreads. The instruments for which this method applies are classified as level 2. if adjustments to any of the main inputs
are made based on significant unobservable inputs, the instrument is classified as level 3.

Corporate debi securities

Corporate debt securities primarily consist of corporate bonds and other debt securities issued by corporate entities.
Most of these instruments are standard fixed or Tloating rate securities. Corporate debt securities are generaily vaiued
using observable market prices, which are sourced from broker quotes, inter-dealer prices or other reliable pricing
services. These instruments are classified as level 1. I observable market prices are not available, ABN AMRQO uses
discounted cash flow valuation technigues, based on inputs derived from comparable instruments and credit default
swap data of the issuer, to estimate credit spreads. These instruments are classified as level 2.

Equity instrumenis

Equity instruments that are actively traded on public stock exchanges are valued using the readily availabie quoted prices
and are therefore classified as level 1. Investments in private equity funds are initially recognised at their tfransaction
price and re-measured to the extent refiable information is available on a case-by-case basis and are classified as level 3.

Unit-linked invesimenis

Unitlinked investments allow life insurance policyholders to invest indirectly, through a life msurance contract, in a pool
of assets. The policyholders are exposed to all the risks and rewards associated with the underlying asset pool.

The amounts due to policyholders equal the fair value of the underlying asset pooi and are represented by the financial
liability. The fair values of life insurance contract liabilities are determined by reference to the fair value of the underlying
assets. Actively traded unit-linked investments are valued using publicly and daily quoted prices and hence classified as
level 1. Unit-linked investments for which there are no observable market prices are classified as level 2. Their value is
determined by adjusting guoted prices for credit and/ or liguidity risk.
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Loans and sdvances ai ialr value through profit or loss

Loans and advances at fair vaiue through profit or loss primarily consist of contracts with corporate clients of which the
contractual cash fiows de not meet the SPPI requirements. The return on these contracts with embedded derivatives
is based on the price of underlying commodity contracts or loans with a floating interest rate. Discounted cash flow
models are used to value these contracts. The main inputs are interest rate curves, quoted commodity prices, liquidity
spreads and credit spreads. The instruments are classified as level 2. If adjustments to interest rate curves, fiquidity
spreads and credit spreads are based on significant unobservable inputs, the instruments are classified as level 3.

fssued deht

Issued debt securities are valued using discounted cash flow models, based on current interest rate curves that
incorporate observable inputs. These instruments are classified as level 2. When there are no, or only limited, publicly
quoted prices available for these instruments and unobservable inputs have a significant effect on the fair vaiue
calculation, these instruments are classified as level 3.

ABN AMRO refines and modifies its valuation techniques as markets and products develop and as the pricing for
individual products becomes more or less readily available. While ABN AMRO believes its valuation techniques are
appropriate and consistent with other market partficipants, the use of different methodologies or assumptions could
result in different estimates of the fair value at the reporting date.

Fair value hierarchy
ABN AMRO analyses financial instruments held at fair value in the three categories described below.

Level 1 financial instruments are those that are valued using unadjusted quoted prices in active markets for identicai
financial instruments.

Level 2 financial instruments are those valued using techniques based primarily on observable market data. instruments
in this category are valued using quoted prices for similar instruments or identical instruments in markets that are not
considered to be active, or using valuation technigues where all the inputs that have a significant effect on the valuation
are directly or indirectly based on observable market data.

Level 3 financial instruments are those valued using a valuation technique where at least cne input with a significant
affect on the instrument’s valuation is not based on observable market data. The effect of fair value adjustments on
the instrument’s valuation is included in the assessment.

ABN AMRO recognises transfers between levels of the fair value hierarchy at the end of the reporting period during
which the change occurred.
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The following table presents the valuation methods used in determining the Tair vaiues of financial instruments carried

at fair vaiue.
21 December 2018 3t December 2017
Quoted Valuation ]
market  Valuation technigues Quoted Valuation m\;gl;gﬁgz

_ prices technigues - significant Total  marketprices techmiques - significant  Total

inactive  -observ-  unobserv- Tair inactive  -observ-  unobserv- fair
{in millions} markets ableinputs ableinputs value markets able inputs  ableimputs  value
Assels
Government debt securities 272 273 1,071 1,071
Corporate debt securities 173 29 202 386 18 401
Equity securities 19 19 i 1
Other financial assets held for trading 1 1 16 16
Financial assets held for trading 485 31 495 1,569 31 1,600
Interest rate derivatives 1 4,429 79 4819 27 6,847 82 5,963
Foreign exchange contracts 751 18 769 1.922 17 1.946
Other desivatives 157 746 903 " 904 218
Berivatives 168 5,236 97 6,191 38 2,681 06 9,825
Equity instruments 254 186 557 998 63 810 573
Other 6 5 7 7
Financial invesimenis st fair valae =
through profit or loss 260 186 B57 1,004 70 610 679 B
Government debt securities 24,994 419 25412 ; %’ :
Corporate debt securities 2,405 129 29 2,573 i
Equity instruments
Other debt securities 2,174 20 3,195
Financial assels held sl fair value
throogh ather comprehensive inceme 40,573 158 458 41,180
Government debt securities 32,938 427 33.364
Corporate debt securities 3,210 702 43 3.958
Equity instruments 189 56 160 415
Other debt securities 2,551 2.551
Financial assels available-for-sale 38,888 769 G229 40,285
Unit-linked investmentst 1,813 214 2728

Leans and advances at fair value through
fit or |

Liabilities

Short positiens in government debt securities 53 52 495 485
Corporate debt securities 63 16 78 345 10 386
Equity securities 4 4 65 65
Other financial abilities held for trading "7 17 167 167
Finanocial liabilities held for trading 120 133 253 hl] 177 1.082
Interest rate derivatives 4 4,920 4,924 23 B 770 5793
Foreign exchange coniracts 1,873 1,673 1.477 1477
Other derivatives 17 545 561 14¢ 248 1,008
Berivatives 28 7138 7158 172 8,195 8,367
Issued debt fatsie] 156 1,045 1.0 168 1.182
Unit-linked fi i

! In 2017 these instruments were classified as hetd for sale and therefore included in note 24 of the Annual Financial Statements 2017, Nor-current assets and disposal groups held for sale.
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Transfers between levels 1 and 2
There were no material fransfers between levels 1 and 2.

Transfers from levels Tand 210 3
There were no material fransfers between levels 1 and 2 into level 3.

Other transfers

In 2018 there was a transfer of EUR 120 million of equity instruments from level 3 to level 2. This amount relates
to the minority investment retained in the Capital A Funds which is valued using the observable tfransaction price.
See also note 22 Group structure.

Movemenis in ievel 3 financial instruments measured af fair value
The following table shows a reconciliation of the opening and closing amounts of level 3 financial assets that are
recorded at fair value.

Assets Liahilities
Financial
assets held Finencial
Financial aifair vaive  investments Deriv-  Deriva- Deriva-

investments  through other 2t fair value atives tivesnot  tives not
available- comprehensive through profit  heldfor  heid for heldfor  Issued

{in millions} for-sale ncome orloss tading irading trading debt
S =

Balance at 1 January 2017 {I1AS 39} 1,358 731 83 14 M 241

Purchases 1 84

Sales -12 -62

Redemptions -717 -21

Gains/{losses) recerded in profit and [oss’ ] -1 -1

Unrealised gains/{losses) 10 -4 -13 -13 73

Transfer between levels -1 16

Other movements -120

Balance at 31 December 2017 (IAS 38) 629 610 106 168

Balance at 1 January 2018 469 770 106 168

Purchases 62

Sales -209

Redemptions

Gains/{losses) recarded in profit and ioss'

Unrealised gains/{losses) -1z 17 12

Transfer between levels

Oth £

' Included in other opetating income.
? Unrealised gains/{losses} on instruments measured at FVOC! are included in Other comprehensive income.

Level 3 sensitivity information

Goverament bonds — Corperale debl securities

ABN AMRO has a position in a Polish bond, denominated in euros {in note 16 Financial investments, and part of

Other OECD governments), Tor which the market is relatively illiguid. This bond is valued using a discounted cash flow
model. The main inputs are the interest rate curve, liquidity spread and credit spread. The valuation spread is determined
using an internal model. The sensitivity analysis is performed using a range of reasonable valuation spreads.

Diher

Preferred shares are shares for which the dividend is fixed for a period of ten years, after which the dividend is
redetermined, and the shates can ailso be redeemed. The position is valued using a discounted cash flow model

for which the relevant inputs are the interest curve, liquidity spread and credit spread. The liquidity spread and credit
spread are unobservable inputs and are derived from similar securities. The sensitivity of the preferred shares is
determined by using a range of reasonable spreads and by considering the call option that is held by the issuer.
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Egulty shares — preferred shares
Equities measured at fair value through profit and joss and classified as level 3 mainly comprise private equity
investments.

Private equity shares are measured at fair value, with two calculation techniques being applied:

& Using comparable pricing in accordance with the European Private Equity and Venture Capitalist Association {(EVCA)
guidelines. This valuation technigue is based on earnings multiples of comparable listed and unlisted companies.
The fair value calculation of an investment is strongly finked with movements on the public equity markets;

& Net Asset Value {(NAV) for fund investments and asset-backed investments. This is determinad by using audited
and unaudited company financial statements and any other information available, publicly or otherwise. As a
consequence, the net asset value calculation of an investment is strongly finked to movements in the guarterly
performance of the company and can be used as an indicator of fair value. Net Asset Value is used as an indicator
of fair value only after a materiality assessment has been made.

New investments are initially valued at fair value and subsequently at cost for the first year of investment. Thereafter,
the fair value technique, either EVCA technigue or NAV calculation, will be applied for direct investments.

The sensitivity for using comparable pricing is determined by stressing the eamings muitiples in a positive and negative
market scenario, whereas sensitivity testing for the NAV calculation based upon the quarterly performance cannot be
applied.

Berivatives

Securitisation swaps linked to the RMBS transactions are valued using a discounted cash flow model, for which the
behaviour of the underlying mortgage portfolio is also relevant. The inputs used to determine fair value are the interest
rate curve and prepayment rate. The latter is the significant unobservable input that classifies these instruments as level 3.

The sensitivity analysis is performed by stressing the prepayment rate. Interest rate swaps related to RMBS transactions
are valued based on assumptions about the behaviour of the underlying mortgage portfolic and the characteristics of
the transaction. Cash flows are forecast and discounted using appropriate forward and discount curves.

A credit valuation adjustment {CVA) reflects counterparty credit risk in the fair value measurement of uncollateralised
and partially collateralised OTC derivatives. For counterparties that do not have an observable credit spread, ABN AMRO
applies a proxied credit spread extracted from counterparties of comparable credit quality that do have an observable
credit spread. ABN AMRO performs a prebability of default assessment for each counterparty and allocates an
appropriate internal credit risk measure known as a Uniform Counterparty Rating (UCR). This UCR, which is significant
to the entire fair value measurement of the derivative contracts included in the following table of level 3 sensitivity
information, is internaily generated and is therefore an unobservable input.
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Valuation Unobservable  Carrying  Possible alternative Unobservable Unobservable
technigue data value assumphons data range data base
Applying  Applying  Applying  Applying
{in miltions} minimum - maximum  minimum - maximum

31 December 2018

Private equity EBITDA
Equity shares vatuation multiples 59 -7 9 6.0 6.0 6.0
Private equity Net asset
Equity shares vatuation vatue 498 -24 24
Interest-earning securities — Discounted  Liquidity and
Government bonds cash flow credit spread 419 -26 13 36 124 65
Interest-earning securities — Discounted Liquidity and
other cash flow credit spread 38 2 408 818 496
Derivatives held Discounted Probability of
for trading cash flow default 97 -B 10 0.2% 160.0% 27.3%
Discounted
Issued debt cash flow Credit spread 156 -1 1 100 124 109
31 Becember 2017 (IAS 39)
Private equity EBITDA
Equity shares vatuation multiples 288 -38 48 4.7 82 8.7
Private equity Net asset
Equity shares vatuation value 483 -18 15
Interest-earning securities — Discounted  Liquidity and
Government bonds cash flow credit spread 427 -27 15 17 105 a7
Interest-earning securities — Discounted  Liquidity and
other cash flow credit spread 43 -9 2 21 774 288
Derivatives held Discounted Probabiiity of
for trading cash flow default 108 -3 8 0.2% 100.0% 16.7%
Derivatives not held for trading — Discounted  Prepayment
assetsfliabilities (net) cash flow rate
Discounted
Issued debt cash flow Credit spread 168 -1 8 97 130 111

19 Loans and advances banks

-where the contractua ash ﬂows are. soEer paymen s of prenmpaﬁ ari terest (SPPI) are measured at amomsed cost". -
8 fair value at instial recognmon adjusted for repayment and amortisation: f co igort, fees and expenses 16 represent
;the eHective interest rate of the asse oan and Javances that do not pass the SPP! testare measured at fazr alue
. through proﬁt or loss : : .

{in miliions} 31 December 2018

31 December 2017

Interest-bearing deposits

Loans and advances 2,871
Mandatory reserve deposits with central banks 251
Other 2,635
Hubiotal 10,6717
Less: loan impairment alfowance 9 7

Loans and advances banks decreased by EUR 2.5 billion to EUR 8.1 billion at 31 December 2018, mainly as a result
of a decrease in interest-bearing deposits and other.

Interest-bearing deposits decreased by EUR 1.4 billion to EUR 3.5 billion at 31 December 2018, mainly as a result
of a decrease in interbank deposits.
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Other loans decreased by EUR 1.1 billion o EUR 1.5 billion at 31 December 2018, mainly due to a decrease in trade bills.

Mandatory reserve deposits are held with local central banks in accordance with statutory requirements. These deposits
are not available to finance ABN AMRO's day-to-day operations.

28 Loans and advances customers

Resid | mertgages (excluding fair valie ad| 1) 148,791 150,562
Fair value adj 1 from hedge a ting on residential mortgages 2,101 2,264 : pn ;
Residential morigages, gross 150,892 152,825 .
Less: loan impairment alfowances - residential morigage [eans 108 134
Residential morigages 150,784 152,697
Consumer foans, gross 12,263 12,426
Less: lean impairment alfowances - consumer loans 318 304
Coasumer joans 11,945 12,122
Corporate [eans 92,522 94,220
Fair value adj i from hedge a ting on corporate loans 1,071 1,425
Financial lease receivables 5,112 4,530
Factoring 3,819 2,962
Corporaie leans, gross 102,234 103,138
Less: loan impairment alfowances — corporate loans 1,825 2,020
Corporaie loans at amortised cost 100,408 101,118
Corporate loans at fair value through P&L 782

Gorneraie loans 19%,191 01,118
Government and official institutions 1,371 1,595
Other loans 5,586 7371
Fair value adj t from hedge a ting on other loans 12 n
fither loans and advances customers, gross 8,97¢ 8,977
Less: lean impairment alfowances - ether 9 2
{ither loans at amortised cost 6,961 8,975
Other loans at fair value through P&L 5

(ther loans and advances cusiomers 6,966 8,975

Loans and advances — customers decreased by EUR 4.0 billion to EUR 270.9 billion at 31 December 2018.

Residential mortgages (excluding fair value adjustments) decreased by EUR 1.8 billion to EUR 148.8 hillion at
31 December 2G18. The outflow of mortgage redemptions and voluntary repayments exceeded the inflow of new
residential mortgages.

Consumer loans (gross) showed a slight decrease of EUR 0.2 billion to EUR 12.3 billion at 31 December 26G18.

Corporate loans {gross) decreased by EUR 0.9 billion to EUR 102.2 billion, mainly related to the decrease in financing
client activities.

Corporate loans measured at fair value through profit or joss increased by EUR 0.8 billion at 31 December 2018.
At the IFRS 9 transition date, EUR 2.0 billion of other loans were reclassified to corporate joans measured at FVTPL
{see IFRS 9 transitional disclosure under note 1), partly offset by redemptions of EUR 1.2 billion in 2018.

Cther loans and advances — customers decreased by EUR 2.0 billion to EUR 7.0 billion, mainly due to reclassifications
to corporate ioans under [FRS 9.
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21 Fairvalue of financial instruments net carried at fair value

Accounting palicy for faif va
 Thie categorisation and va
e sccounting po

eterminied in‘accordance with

Valuation metbodologies

The methods and assumptions described below have been applied to estimate the fair value of financial instruments
not carried at fair value. These fair values were calculated for disclosure purposes only. Note that the fair value can be
significantly impacted by the choice of valuation modei and underlying assumptions concerning factors such as the
amount and timing of cash flows, discount rates, credit risk and liquidity risk.

Shart-term Hinancia!l instnunents

The carrying amounts (net of impairment allowances) of financial instruments maturing within a period of less than three
months or that have no contractual maturity are assumed to be a reasonable approximation of their fair value. For certain
instruments, behavioural maturities are applied.

Short-term financial instruments are classified as level 2 as unobservable inputs {such as inputs to determine credit risk,
prepayment risk and liquidity risk) do not have a significant influence in determining the fair value.

Gash and balances al contral hanks
Cash and balances at central banks are classified as level 1 as these instruments have a short-term nature, prices from
an active market are available and no fair value adjustments are made to the carrying amounts.

Securittes finaneing

Securities financing includes repurchase and reverse repurchase agreements and securities borrowing and lending
transactions. Due to the short-term characteristics of these instruments and the value and liquidity of available collateral,
the carrying amounts {net of impairment allowances) are considered to approximate the fair value. Securities financing
amounts are classified as level 2.

Losns and advaneces — banks and cuslomers

The fair value of loans and advances — banks and customers is estimated by a discounted cash flow model based on
contractual cash flows, using actual yields and discounting by risk-free interest rates. Adjustments to reflect changes

in liquidity spreads are applied and prepayment options ate included in the estimated fair value. The calculations are
adjusted for credit risk by incorporating the expected credit losses over the estimated lifetime of the loan, based on
parameters including probability of default, ioss given default and exposure at default. The loans and advances are
classified as level 3 on the basis that unobservable inputs significantly influence the approximated fair values. The loans
and advances for which unobservable inputs do not significantly influence the approximated fair values are classified as
level 2. Behavioural maturities instead of contractual maturities are used to determine the level classification of a small
part of the portfolio.

Cash collateral paid to counterparties in relation to Credit Support Annexes (CSA) is included in loans and advances —
banks and customers. Due to the short-term characteristics of these instruments, fair value is considered to approximate
the carrying amounts. The related amounts are classiied as leve! 2.

Due {o banks and cuslomers

The fair value of instruments such as deposits and borrowings included in due to banks and customers is estimated by

a discounted cash flow model based on risk-free interest rates. Adjustments to reflect changes in liquidity spreads are
applied. Amounts due to banks and customers are classified as level 3 on the basis that unobservable inputs significantly
influence the approximated fair values. The financial instruments for which unobservable inputs do not significantly
influence the approximated fair values are classified as level 2. For the majority of the portfolio, behavioural maturities
are used 1o determine the level classification.

Cash collateral liabilities in relation to Credit Support Annexes {CSA) are included in due to banks and customers.
Due to the short-term characteristics of these instruments, fair value is considered to approximate the carrying amounts.
The related amounts are classified as level 2.
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issued debt and suhordinated labilitias

The fair value of issued debt securities and subordinated liabilities is based on guoted prices. If these are not available,
the fair value is based on a market approach in which independent quotes from market participants are used for the debt
issuance spreads above the average interbank offered rates (over a range of tenors) that the market would demand
when purchasing new senior or subordinated debt from ABN AMRO. Where necessary, these quotes are interpolated,
using a curve shape derived from CDS prices.

31 December 2018

Carrying value Total fair value Difference
Valuation
Valuation techniguas
Quoted market technigues -significant
prices in ac- -observable  unobservable
{in millions} tive markets mputs nputs
Assels
Cash and balarces at central banks 24,37 34,371 24,37
Secwrities financing 12,378 12,375 12,375
Leans and advances banks 8,124 6,296 1,835 8,132 g
Loans and advances customers 270,099 12,284 258,656 271,940 1,841
Liabilities
Secwrities financing 7407 7407 7407
Due to banks 12,437 1,472 11,914 12,286 51
Due to customers 236,123 59,332 172,702 232,034 4,083
Issued debt 78,739 47862 33,730 81,612 -1,873
Subordinated fiabilities 9,808 9,847 802 10,380 848

31 December 2017

Carrying value Total fair valee Difference
Valuation
Valuation techriques
Queted market technigues -significant
prices in aciive -observable  unobservable
{in millions} markeis inpuls inputs
Aszels
Cash and balances at ceniral banks 20,783 20,783 28,783
Secwrities financing 15,686 15,686 15,686
Loans and advances banks 10,665 2,671 930 10,661 -3
Loans and advances customers 274,906 12454 263,914 283,369 8,462
Liabilities
Securities financing 1.412 11.412 11,412
Due tc banks 16,462 7531 2917 16.447 15
Due tc customers 236,628 88.095 147,501 235,586 1.103
Issued debt 75,429 42,752 33,725 7oA77 ~1,047
Subordinated fiabilittes 872G 8.922 1,595 10,517 -797
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22 ABN AMRO group structure
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Bssets and Hahilites of scunisitions and divesiments
The following table provides details of the assets and liabilities resulting from the acquisition or disposal of subsidiaries
and equity accounted investments at the date of acquisition or disposal.

3]
o

31 December 2018 31 December 2017

{in miltions} Acgugisitions Divestments Acquisitions Divestments

Assets and lHahilities of acquisitions and divesimenis

Cash and balarces at central banks -246

Derivatives -1 -16
Finarcial investments -35 -28
Loans and advances banks 2,228 -12
Leans and advances customers 274 3,186
Equity accounted invesiments 129 -123 12 -87
Other assets -2,435 -1
Derivatives 1 4
Dute to banks 93

Due e customers 2,15 4,641
Provisions 57 38
Taxliabilities 8

Other liabilities 2,690 1

Other non-controiling interests

Resuit on divestmenis, gross 42 327
Cash used for acquisitions/received from divesiments:

Total purchase consideration/Proceeds from sale -129 410 -12 -1,087
Cash and cash eguivalents acquired/divested -86 -8

Acquisitions in 2018
Acquisitions include investments in several equity accounted investments in 2018.

Divestments in 2618

Gn 16 November 2018, ABN AMRO announced its plan to sell part of its stake in the investment funds of

ABN AMRO Participaties Fund [}, V, VI and Vii. The transaction was subsequently closed on 14 December 2018.
ABN AMRO has retained a minority interest of approximately 47% in these funds. These interests are recorded at
fair value. The portion of gain attributable to measuring the investment retained in the Capital A funds at its fair value
at the date when control was lost amounted to EUR 7 million.

GOn 20 February 2018, BGL BNP Paribas and ABN AMROQ Bank N.V. announced an agreement concerning the acquisition
by BGL BNP Paribas of all outstanding shares in ABN AMRO Bank (Luxembourg) S.A. and its whoily owned subsidiary
ABN AMRO Life S.A. After approval by the regulatory authorities, the fransaction was completed on 3 September 2018.
As part of this transaction, the activities of ABN AMRO Life S.A. were taken over by Cardif Lux Vie.

ABN AMBO Group Annual Report 2018

07.11.2020 kl 07:52 Brgnngysundregistrene Side 226 av 295



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

Acquisitions in 2017
No major assets and liabilities were acquired in 2017

Divestments in 2817
The divestments in 2017 related to the sale of ABN AMRG's Private Banking operations in Asia and the Middle East to
LGT Group, which was completed on 30 April 2017

Composition of the group
The following table provides an overview of the most significant investments in associates and joint ventures at
31 December.

31 December 2018 31 December 2017
Principle Eguity Equity
place of Carrying interest  Carrying interest
(in miltions} husiness Business fine  amount fin%)  amount fin %)
Joint ventures:
Neufiize Vie S.A. France Private Banking 210 60% 218 50%
Richmond Preferente Corporate &
Aandelen C. BV, The Netheriands Institutional Banking 25 50% 28 50%
Associales:
Naticnate-Nederlanden ABN AMRO
Verzekeringen Holding B.V:* The Netherlands Retail Banking 104 48% 177 48%
Nederlandse Financieringsmaatschappij
voor Ontwikkelingstanden N.V. The Netherlands Group Functions 2 20% "7 26%
European Merchant Services B.W. The Netherlands Commercial Banking 24 49% 25 45%
Private Equity Invesiments? 105 102
Other 52 49

! In 2018 Delta Lloyd ABN AMRQ Verzekeringen Holding B.V. changed its name into Nationale-Nederiandsn ABN AMRO Verzekeringen Holding BV
z As of 2018 Compagnie Maritime Monegasque OSV B.V. has been reclassified to Private squity investments.

Neuflize Vie S.A. is a joint venture, where the power 1o govern the financial and operating policies of the economic
activity is subject to joint control.

The total amount of the investments in equity associates and joint ventures amounted to EUR 0.5 billion at

31 December 2018, representing a decrease of EUR 0.2 billion compared with 31 December 2017. This decrease

in the total carrying amount was mainly the resuit of the sale of part of the stake in the investment funds of

ABN AMRO Participaties in December 2018, a change in the carrying value of Nederlandse Financieringsmaatschappij
voor Ontwikkelingsianden N.V. relating to an accounting change to better reflect the economic reality, and & dividend
distribution by Nationale-Nederlanden ABN AMRQ Verzekeringen Holding B.V.

Other investments in equity associates and joint ventures comprise a large number of equity associates and joint ventures
with individual carrying amounts of less than EUR 15 million.
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31 December 2078 31 December 2017

Joirt Joint
T .

T

Assets

Financial assets held for irading 1,128 1,128 1,403 1,403
Financial investments 400 6,562 6,961 426 7122 7548
Loans and ad' banks and S 2,518 227 2,755 2,502 185 2,857
Property and equipment 108 191 299 100 232 332
Other assels 265 59 324 368 60 422
Liahilities

Financial liabilities held for irading 5 5
Due tc banks and customers 1,284 151 1,635 1313 138 1.451
Provisions 2,117 3,346 5,463 2.288 3,462 5,757
Other Liabilities 112 3,288 3,297 288 37N 4,602

2017
Total operating income 483 47 376 46 422
Operaling expenses 327 25 288 36 318
Operating profit/{loss) 115 22 ag 16 104
Inceme tax expense 27 7 7 4 22

Assets related to equity associates are mainly held by Nationale-Nederlanden ABN AMRO Verzekeringen Holding B.V.
(EUR 2.3 pillion at 31 December 2018, compared with EUR 2.5 billion at 31 December 2G17) and Nederlandse
Financieringsmaatschappij voor Ontwikkelingslanden N.V. (EUR 1.6 billion at 31 December 2018, compared with

EUR 1.7 billion at 31 December 2017).

Neuflize Vie holds the majority of assets under joint ventures (EUR 7.0 billion at 31 December 2018, compared with
EUR 75 billion at 31 December 2G17).

The increase in the total profit for the period is mainly due to the resuits of the above-menticned associate and joint venture.

Impairments on eguity accounted investments
The following table shows the changes in impairments on equity accounted investments.

ey
S
T

{in millions} 2018 2017 @

Balance as at 1 January 6 4

Increase in impairments 2 3

Release of impairments -12

Reversal of impairment allowances -3

Other 12

The impairments on equity accounted investments decreased by EUR 1 million to EUR 5 million at 31 December 2018.
The increase in impaired assets related mainly to the variance in the carrying value of the primary assets of an equity
associate, compared with its fair value. The reversal of impairment allowances related to the exit of an eguity accounted
investment.

Simclwred entities

Structured entities are entities that have been designed so that voting or similar rights are not the dominant factor in
deciding who controls the entity, such as when voting rights refate to administrative tasks only and the relevant activities
are directed by means of contractual arrangements.

A structured entity has some or all of the following features or attributes:

& restricted activities;

& narrow and well-defined objectives;

& insufficient equity to permit the structured entity to finance its activities without subordinated financial support;
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& the provision of Tinancing — in the form of multiple, contractually linked instruments — to investors that
creates concentrations of credit or other risks;
& relevant activities directed by contractual arrangements.

Consolidated structaved eniities

The total amount of notes sold to external parties amounted to EUR 0.5 billion at 31 December 2018, a decrease of
EUR 0.8 billion compared with EUR 1.3 hillion at 31 December 2017 The decrease was due to the calling of several
securitisation transactions.

The securitisation transactions are primarily used for funding and liquidity purposes. There was no RWA relief
at 31 December 2018 {31 Decamber 2017: no relief).

In 2018, the bank had only true sale (i.e. traditional) securitisation transactions outstanding. In such transactions,

a foundation (stichting) incorporates a bankruptcy-remote, structured entity, 1o which the jegal title of a portfolio of
receivables is sold. As ABN AMRO continues to recognise the assets after the legal title has been sold, no derecognition
takes place. The structured entity issues notes to fund the purchase. ABN AMRO performs key ancillary roles in all its
securitisation fransactions, including swap counterparty.

Risks associaled with the roles in the securitisalion process

Credit risk

Credit risk relates to the risk of credit losses on securitised assets. ABN AMRO retains part of the credit risk by retaining
notes and other securitisation positions such as Jiquidity facilities, swaps and first loss tranches. Regulatory capital is
held for all retained securitisation positions in accordance with the applicable regulation.

Liguidity risk

Liquidity risk relates to the risk that ABN AMRQO may incur additional cash outflows. Any potential future cash outflows
relating to these positions, including collateral requirements, are taken into account within stress tests and are
integrated into the liquidity ratios, where required. This includes the potential impact of the fiquidity facilities or swap
agreements that form part of certain securitisation transactions, most of which relate to transactions where ABN AMRG
is the originator of the underlying assets.

Approaches to caloslating risk exposure ameunt
ABN AMRO does not achieve significant risk transfers for any of the mortgage securitisations. Therefore, the look-
through approach is used and RWA reduction is not applied.

Monitering process

ABN AMRO periodically monitors changes in credit risk relating to securitisation exposures. The significance of the
amount of credit risk fransferred to third parties by securitisation of own originated assels is assessed on a monthly
basis in accordance with the regulatory significant risk transfer test. For investments in third-party securitisations, the
risk is monitored by reviewing the investor reports of these transactions. Additionally, third-party securitisation positions
are included in the firm-wide comprehensive stress tests in which the downgrade and default risks under stressed
market conditions are assessed.

Overview of securitisation positions and securitised assels
The total amount of assets securitised in true sale securitisations decreased to EUR 21.6 billion at 31 December 2018

(31 December 2017: EUR 32.8 billion). No securitisation transactions for the purpose of capital relief were originated in 2018.

Recmitization overview of own originaied assels {overall poel size}

31 December 2018 31 December 2017
True sale True sale
securitisations Total  securitisations Total
Mortgage SME Mortgage SME
{in miltions} foans  loans lsans  loans

Total assets securitised reported under the CRD framework
Totat itised d under the CRD §
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Details of rolnined and purchased seowitisation pesitions

The tables in the following sections contain details of securitisation positions in which ABN AMRO acts as originator
and/or investor. Amounts reported are based on the regulatory exposure values calculated in accordance with the
regulatory guidefines. Note that this not only includes the notes issued under the securitisation, but aiso the credit
equivalent of interest rate swaps and first loss positions. The following table outlines the total amount of ABN AMRO's
exposure value on securitisation positions in which ABN AMRO acts as originator and/cr investor. The total securitisation
position increased to EUR 421 million at 31 December 2018 (31 December 2017: EUR 4 million).

ODvarview of retained, ranslerrad and purchased securitisalion pesitions

31 December 2018 31 December 2017
True sale True sale
securitisations Total securitisations Total
Consumer SME
{in miltions, Exposure at Default) Mortgage loans leasing joans Morigage foans foans

Securitisation position in purchased securitisations 1 346 75 421 4 4

Gf the EUR 4271 million purchased securitisation positions at 31 December 2018, the full position is risk-weighted at 7%.
Cf the EUR 4 million purchased securitisation positions at 3t December 2017, the full position is risk-weighted at 7%.

Details of toisl noles outstanding per structared eniily
The following table provides details of the outstanding notes issued by consolidated structured entities which were
established by ABN AMRO for securitisation purposes, exceeding 0.1% of the bank’s total assets.

31 December 2018 31 December 2017
{in millions} Total notes issued % of total assets Total notes issued % of total assets
Gategory
Dofphin Master Issuer B.V. 22,033 5.8% 26,483 6.7%
Goldfish Master Issuer B.V. 6,635 17%

Securitisation structured entity in the CRD securitisation framework.

Support to consolidaled struchzed entities
ABN AMRO did not provide support, financial or otherwise, to a consolidated structured entity, including when
ABN AMRO was not contractually obliged to do so, and nor does ABN AMRQ intend to do so in the future.

Unconselidated struchired enlities

Non-consolidated structured entities are entities over which ABN AMRO has no control or significant influence. ABN
AMRQO is involved with structured entities through securitisation of financial assets and investments in structured
entities. Structured entities generally finance the purchase of assets by issuing debt and equity securities that are
collateralised by the assets held by the structured entities. The debt and equity securities issued by the structured
entities may include tranches with varying levels of subordination. The interest in non-consolidated structured entities
increased with EUR 1.1 billion to EUR 3.6 billion at yearend 2018 (2017: EUR 2.6 billion). The interests consist mainly of
debt securities in corporate loans of EUR 427 million {2017: EUR 4 million) and mortgage- and other asset-backed
securities recognised under financial investments of 3.2 billion (2017: EUR 2.6 billion). The maximum exposure to losses
from these interests is equal to the total carrying amount.

Sponsoring of unconsolidated structurad entities.
An entity is considered a sponsor of an unconsolidated structured entity if it had a key role in establishing that entity so
that the transaction, which is the purpose of the entity, could occur. No material sponsoring occurred in 2018.
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23 Property and equipment, gondwill and other intangible assets

At mémg gm my i g@mgaﬁy i asgmgzmwi'

sheet date an assessment is performed to/detarmin wheth
:are capﬂahsed 1f these resun 1n an enhancement to tne asse‘c 1

. mrcu mstances

{in millions} 21 December 2018 31 December 2017
Land and buildings held for own use 616 848
Leasehold improvements 46 49
Equipment 844 761
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Total property and equipment increased by EUR 48 million to EUR 1,506 million at 31 December 2018 (31 December 2017:
EUR 1,458 million). The increase was mainly due to investments in operational leasing activities.

{in millions} 21 December 2018 31 December 2017
Goodwil 102 104
Purchased seftware 20 38
Internaily developed software 5 8
Other 27 33

Total goodwill and other intangible assets decreased by EUR 20 miilion to EUR 164 million at 31 December 2018
{31 December 2017: EUR 184 million). The decrease was mainly due to amortisation of software and other

intangible assets.

2018
Total
Land and Other Total goodwill
Buiidings Leasehold property  properly {Other  and other
heidfor  improve- and eguip- ang intangible  intangible
{in miltions} own use ments  Eguipment ment equipment  Goodwill assels assets
Acguisition cosis as al 1 Janusry 1,559 242 1,748 1 3,551 183 917 1,100
Acquisitions/di of subsidiaries -8 -8 -16 -16
Additions 37 10 347 384 20 20
Reversal of cost due to disposals -72 -5 -243 =321 -2 -2
Transfer from {to} investment properly
Foreign exchange differences 1 -2 -1 -1 -1
Other 2 -3 -1 -75 -75
Aegpizition cosis as at 31 December 1,526 247 1,839 3,813 182 845 1,027
Accumulated depreciation/
amotlisation as at | January -900 -192 -988 2,080 -813 -813
Acquisitions/di of subsidiaries 7 7 15 15
Additions
Depreciatien/amortisation -45 -16 -213 -274 -34 34
Reversal of depreciationfamortisation
due io disposals 42 5 192 239 2 2
Foreign exchange differences
Other 4 9 13 58 58 R
Accumulated depreciation/ &
amortisziion as 3 21 Decembear -204 =200 -283 -2,096 -F73 -773
impairments as at 1 January -1 -1 -12 78 -24 -103
Acquisitions/di of subsidiaries
Increase of impairmenis charged
1o the income statement -1 -1 -1 -4

Reversal of impairments credited
1o the income statement

Reversal of impairments due o disposals ] ]

Foreign exchange differences

Other 2 1 -1 2 14 14
Impairmenis 3 51 31 December -7 -1 -3 ~11 -72 -1t -89
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2017
Total
Land and Other Total goodwill
Buiidings Leasehold properly  preperly Other and ather
heldfer  improve- Equip- and and intangiblie intangible
{in millions} own use ments  ment equipment equipment Goodwill assets assets
Acquisition cosis as at 1 January 1,602 235 1,579 1 3,416 180 939 1,128
Acquisitions/di of subsidiaries
Additions 39 7 326 382 18 15
Reversal of cost due to disposals -74 -10 -158 -240 -3 -28 -31
Foreign exchange differences -4 -13 -16 -3 -2 -8
Other -8 4 13 9 7 -7
Acguisition cosis as at 31 December 1,559 242 1749 1 3551 183 b 1,100 )
Accumulated depreciation/ : %
amotiisation as at 1 January 888 -188  -813 -1,989 810 810
Depreciatien/amortisation 46 -15 216 -277 -38 -38
Reversal of depreciation/amortisation due o disposal 4% g 126 176 28 28
Foreign exchange differences 2 7 3 2 2
Other -8 kS 1 5 5

Accumulated depreciation/amertisation

as at 31 Becember -200 -192  -988 -2,080 -813 -813
tmpairments as at 1 January ) -1 k-3 48 -22 68
Increase of impairments charged to the income statement -4 -2 -1 -8 -38 -5 -43
Reversal of impairments credited to the income statement 1 1 2 2
Reversal of impairments due 1o disposals 7 1 2 S 3 3
Foreign exchange differences 2 2
Other 5 B 1 1

impairments as at 31 Becember -11 1 -12 -79 -24 -103

The fair value of fand and buildings held for own use was estimated at EUR 1,005 million at 31 December 20138
(2617: EUR 1,014 million). Of this fair value, 98% was based on external valuations performed in 2018, 2017 or 20186,
while 2% wvas based on Dutch iocal government property tax valuations with a discount of 0% to reflect the current
market situation. Some properties have a lower fair value than the carrying value. No impairment is recorded
because these properties are considered corporate assets. The value in use for the cash-generating units within
ABN AMRO Group is sufficient to cover the total value of all these assets.

Lessor

In its capacity as lessor, ABN AMRQC leases out various assets, included in equipment, under operating leases.
Future minimum lease receipts under non-canceflable operating leases totalled EUR 702 million at 31 December 2018

(31 December 2017: EUR 593 million), of which EUR 542 million (31 December 2017: EUR 417 million) matures within
five years.

impairment of goodwill
No impairment charges were recorded in 2018.

31 December 2018 31 December 2017

Method used
for recoverable  Discount Long-term  Impairment

{in millions} Segment amount rate  growth rate charges Goodwill Goodwill
Entity
Bethmann Bank Private Banking Value in use 10.0% 1.0% 83 53
ABN AMRO {Guernsey) Private Banking Value in use 10.0% 1.0% 22 22
ABN AMRO

Commercial Finance UK Commercial Banking Value in use 10.0% 2.0% 9 8
Banque Neufiize Private Banking Value in use 10.0% 0.0% 6 6

Corporate &

Banco ABN AMRO SA. Instutional Banking Value in use 10.0% 3 3
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{in millions}

Depraciation on tangible assels

Land and buidings hefd for own use

Leasekold improvements

Equipment

Amortisstion on intangible assels
Purchased software

Internaily devefoped software

Other intangible assets

tmpairment losses an tangible assels
Land arnd buildings held for own use {incl. held for sale)
Leasehold improvements

Equipment

Other

tmpairment losses on intangible assels
Goodwill

Purchased software

228

2018 2017

43 46
16 15
73 o7
25 27
3 4
7

1 4

i 2

i 1
38

4

24 Non-current assefs and disposat groups held for sale

'statement of f' _anca_ posmon .

{in miltions}

SRS
Financial assets held for trading
Finarcial investments
Loans and advances banks
Residential morigages
Consumer Leans
Corporate Loans
Properiy and equipment
Tax assets
Other assets

Liakilities

Financial liabilities held for trading
Derivatives

Securities financing

Demand Deposits

Saving Deposits

Time Deposits

Current accounis
Provisions

Tax liahilities
Other liabilities

_Zzﬁxzm 'mmgm myémmﬁ m{svrmmss&mam&mm%ﬁgmug&ﬁmﬁzﬁmmma
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The sale of ABN AMRO Bank (Luxembourg) S.A. and its wholly owned subsidiary ABN AMRQO Life S.A. was finalised
in 2018 and completed on 3 September 2018. A total of EUR 3.2 billion in assets and EUR 4.8 billion in liabilities was
divested. The sale resulted in gross sale proceeds of EUR 246 million.

Stater N.V. was reclassified in 2018 as held for sale. The reclassification of this subsidiary resulted in a movement
of assets of EUR 42 million and a movement of liabilities of EUR 41 million.

Gther movements in assets held for sale related to property held for sale. Property classified as held for sale amounted
to EUR 14 million.

25  Otherassels
The following table shows the components of other assets at 31 December.

ABN AMRO offers several products that relate to the financing of commodities. Some of these products are recognised
as loans with commodities as collateral, others as loans with embedded derivatives, and others as commodity inventory.
The classification is dependent mainly on the transfer of the commoedity risk and rewards from the client to ABN AMRO.
The commodity inventory is valued at the lower of cost or net realisable value.

{in millions} 21 December 2018 31 December 2017
AR TR . S TS N

Accrued other incom 542 457
Prepaid expenses 29 28
Unsetited securities transactions 945 252
Trade and other receivables 1,806 1,895
Other commodities 418

Oth 467 450

Cther assets increased by EUR 0.1 billion to EUR 3.9 billion at 31 December 2018, mainly as a result of an increase in
other commeodities of EUR 0.4 billion, offset by a decrease in trade and other receivables of EUR 0.4 billion.

Unsettled securities transactions are reversed repurchase agreements and securities borrowing transactions that are
delivered but not settled.

Trade and other receivables include receivables purchased by ABN AMRO (the factor) from its clients under nonrecourse
factoring contracts.

Cther commodities contain a commeodity inventory valued at the jower of cost or net realisable value. As commodity
prices decreased during the year, ABN AMRQ has valued the commeodity inventory at net realisable value. This value is

based on a delivery contract with an external party. ABN AMRO had no commuodity inventory in 2017

Other assets in 2017 and 2018 include a net receivable of EUR 0.2 billion related to the bankruptcy of DSB Bank.
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28 Dueto banks

Acstunting oolicy e dus & bauks dnd due @ (:w:%mnem
“Armolints due to banks ustomers are Reld at amemsed st. {
for repayment and amomsa _on of coupon fees and expenses to represent the effectrve mterest rate of the mst me_ :

31D

Dteposits from banks:

Current accounts 1,670 2,588
Demand deposits 18 31
Time deposits 11,254 11,947
Cash coliateral on securities lent 478 2,673
Other 16 23

! The comparative figures have been restated. For additional information, refer to note 1.

Due to banks decreased by EUR 3.0 billion 1o EUR 13.4 hillion at 31 December 2018, mainly due 1o a decrease in cash
collateral on securities lent and current accounts. Current accounts decreased by EUR 0.9 billion to EUR 1.7 billion at

31 December 2018, mainly due to periodic current account balances with credit institutions. Cash collateral on securities
lent decreased by EUR 2.2 billion to EUR 0.5 billion, mainly as a result of a decrease in cash collateral on securities lent
by several centrai banks and credit institutions. Time deposits consist mainly of funding obtained under the TLTRO i
programme. This programme has a maturity of four years, and interest payments will be settled in arrears. The interest
rate, which is fixed for the entire maturity of TLTRO II, will be set in March 2021.

27 Dueto customers

31@@9%@%;&@ gm foy ey drze Io customses

innote 56

Current accounis 84,192 83,627
Demand deposits 124,020 125,895
Time deposits 27101 26,536
Other 810 541

! The comparative figures have been restated. For additional information, refer to note 1.

Due to customers decreased by EUR 0.6 billion to EUR 236.1 billion at 31 December 2018, mainly as a result of
the decrease in demand deposits (EUR 2.0 billion), partly offset by an increase in current accounts {(EUR 0.6 billion),
time deposits (EUR 0.6 billion) and other (EUR 0.3 billion).

Current accounts increased by EUR 0.6 billion to EUR 84.2 billion at 31 December 2018, mainly due to higher
outstanding positions held by non-financial corporations.

Demand deposits decreased by EUR 2.0 billion to EUR 124.0 billion at 31 December 2018. This was due to lower
volumes, mainly caused by the savings interest rate.

Time deposits increased by EUR 0.6 billion to EUR 271 billion at 31 December 2018. The main driver for this increase
was the change in client agreements from non-term to term contracts.

Other increased by EUR 0.3 billion to EUR 0.8 billion at 31 December 2018, mainly due 1o an increase in cash collateral
in Corporate & Institutional Banking.
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28 Issued debt and subordinated liabilities B

; labumes are rrrevocably de_
: '_pl ed when the 1nst

valuad a'gamst market prsj ess

:-Fal value changes are calculated baseci oray id curve -generated' fro observed ext'er_n:al' pricing foi uiﬁ_ciin_g- and

quoted CDS spreacfs

The following table shows the types of debt certificates issued by ABN AMRQ and the amounts outstanding
at 31 December. Movements in these debt instruments involve a continual process of redemption and issuance
of jong-term and short-term funding.

Issued deht
{in miltions} 31 December 2018 31 December 2017
Bonds and notes issued 63,932 58 527
Ceriificates of deposit and commercial paper 15,801 15,896
Saving certificates 6 [
Tatal ai amoriised cost 79,732 75,429
Designated at fair vaiue through profit oz loss 1,045 1,182
- of which matures within one yaar 27181 23,790

2018 2017

Balance as at T January 76,612 81,278
Gash flows

Issuance 40,196 33,604
Redemption -36,396 -34.179

Non cash changes
Effect obtaining/losing control
Foreign exchange differences 587 -3.164

i

ies orother b

Fair value changes -28 -18
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Total issued debt increased by EUR 4.2 billion to EUR 80.8 billion at 31 December 2018. This increase was mainly driven
by growth in long-term mortgages resulting in a rise in the long-term covered bond portfolio. Corporate loan growth led

to an increase in unsecured medium-term notes. The increase in long-term issued debt was partly offset by a decrease

in certificates of deposit and commercial paper within our targeted bandwidth for short-term funding.

The amounts of debt issued and redeemed during the period are shown in the condensed consclidated statement
of cash flows. Further details of the funding programmes are provided in the Risk, funding & capital section.

Financial liahilities designated ai fair value through profit or loss

{in miltions} 31 December 2018 31 December 2017

Cumulative change in fair value of the structured notes attributable to changes in credit risk 57 85
Change during the year in fair vafue of the structured notes attributable to changes in credit risk 28 -15
Difference between amount contractrafly required to pay at maturity and the carrying amount 18 77

Aloss of EUR 18 million (2017: no gain or loss) relating to derecognition is recognised in the 2018 income statement.

The change in the fair value of the structured notes attributable to changes in credit risk is determined using the credit
spread implicit in the fair value of similar bonds traded in active markets and issued by ABN AMRO.

Subordinated liabilities
The following table shows the cutstanding subordinated liabilities at 31 December.

Subordinated abilities 9,805 8,720
2018 2017

{in miltions} Carrying amount Carrying amount

Balance as at 1 January Q728 11,171

Gash flows

Issuance 19 1,407

Redemption -25 -%,988

Non cash changes
Effect obtaining/losing control

heid:

ies or other b

Foreign exchange differences 177 -752
Other -86 -120

Subordinated liabilities increased to EUR 9.8 billion at 31 December 2018, mainly due to foreign exchange
differences. No perpetual loans were recorded at the reporting date. Issued and outstanding loans qualifying
as subordinated liabilities are subordinated to all other current and future liabilities.

2% Provisions
_'ﬁmmﬁs’émg gm my émﬂ gﬁmwamm - : - o
L Alprovision s recogmsed in the balance sheet when ABN AMF-}O has alegal or constructive bhga’ﬂon asaresultof
{apastevent and itismicte hke tHan no' hat an outﬂow of economic beneﬂts I be rEqmred {osettle the obhganon

'and = reliabls sstimate of the amount of the oblxgahon cari be made. If the: effect of tifne valud is material, pro su:»ns are.
i determmed by discoun‘cmg the éxpected future cash ﬂows at a re—tax that reﬂects current market rate an ere

ABN AMRO Group Annual Report 2018

07.11.2020 kl 07:52 Brgnngysundregistrene Side 238 av 295



- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

232

Insurance fund liakilities 11 52
Provision for pension commitments 66 76
Restructuring provision 254 404
Other staff provision 17 122
Legal provisions 475 692
Credit commitments provisions 63 5
Oth isi 178 167

insuranne fund lehilities

Insurance fund liabiiities include the insurance companies’ actuarial reserves, premium and claims reserves.

The expected cash outflow for 2019 is approximately EUR 2 million and approximately EUR 17 million for the 2020-2023
period. The insurance fund liabilities decreased significantly by EUR 51 million to EUR 11 million at 31 December 2018,
mainly due tc the sale of ABN AMRO Life Capital Belgium N.V.

Provision for pension commilments
Provision for pension commitments includes early retirement benefits payable to non-active employees. Further details
are provided in note 30.

Restracturing

Restructuring provisions cover the costs of the restructuring plans for which implementation has been formaily
announced. The decrease in the restructuring provisions was caused mainly by their use for the initiatives that are the
result of further digitalisation and process optimisation. The new restructuring provisions relate mainly to the refocusing
of the Commercial Banking and Corporate & Institutional Banking strategy, combined with initiatives resuiting from
further digitalisation and process optimisation activities. Implementation of the 2018 restructuring plans will start
within one year. The estimated costs are based on the ABN AMRO Social Plan. Settlement may take up to five years.

Dither stnfl provisions
Cther staff provisions relate mainly to disability and other post-employee benefits.

Legsl provisions

Legal provisions are based on best estimates available at the yearend and taking into account the opinion of legal
specialists. The timing of the outflow of cash related fo these provisions is by nature uncertain, given the unpredictability
of the outcome and the time required to conclude litigation. Any provision recognised does not constitute an admission
of wrongdoing or legal liability. Legal provisions decreased by EUR 0.2 billion to EUR 0.5 billion at 31 December 2018,
mainly due tc payments related to the provision for interest rate derivatives to SME clients.

Interest rate derivatives for SME clients

in 2015 ABN AMRQ started a review, at the request of the Netherlands Authority for the Financial Markets (AFM) and
the Dutch Ministry of Finance, to determine whether the bank had acted in accordance with its duty of care obligations
in respect of the sale of interest rate derivatives to SME clients. in the second quarter of 2015, ABN AMRO first
recognised a provision for compensating clients who had been disadvantaged in this respect and suffered loss or damage.
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ABN AMRO has set up its own client reassessment process and the related checks and balances with respect tc the
Uniform Recovery Framework devised by a committee of independent experts ('the Committee’) appointed by the
Dutch Minister of Finance. On 31 December 2018, 80% of the clients received a letter containing the outcome of

the reassessment. it is envisaged that the remaining clients will receive the outcome of the reassessment in the first
quarter of 2019. At various points in the process, the reassessments will be checked by an independent external file
reviewer {in ABN AMRO's case, by the audit firm PwC), supervised by the AFM. The total provision for SME derivatives-
related issues amounted to EUR 0.3 billion at 31 December 2018. This comprised the total amount of client compensation
(EUR 0.5 billion) and project costs (EUR 0.2 billion), after payments already made for both elements (EUR 0.5 billion).

Euribor-based morigages

ABN AMRO has sold mortgage loans with floating, often Euribor-based, interest rates to consumers. These rates include
a margin charge. Under the applicable terms and conditions, ABN AMRO has the right to unilaterally adjust the margin
charge. ABN AMRQO's decision to increase the margin charge in 2012 resulted in two class actions, on top of multiple
individual cases, being instigated. The central question in these cases is whather ABN AMIRO's right in the terms and
condition to unilaterally adjust the margin charge is an unfair contractual clause.

After losing the class action in two instances, ABN AMRO decided to appeal at the Dutch Supreme Court. The final
documents in the appeal process were filed in late August 2018. The Procurator General of the Supreme Court is
expected to issue advice towards the end of the first quarter of 2619. The Supreme Court's verdict is expected
approximately three months after this advice; in other words, by the end of the second quarter of 2012. ABN AMRO
has recognised a provision for this matter.

ICS redress scheme

International Card Services B.V. {ICS), the credit card business of ABN AMRO, has identified certain issues from its past
in respect of the granting of credit to consumers, as a resuit of which certain clients were provided with loans above
their lending capacity. This was reported to the AFM. In March 2017, ICS drafted a redress scheme setting out remedial
measures for clients who have been affected and including financial compensation for certain clients. ABN AMRO has
recognised a provision in respect of this scheme. The recovery framework has now been implemented and the final
compensation payments are expected to be made in early 2019.

Gredit Commitment provistons
Credit commitment provisions increased by EUR 57 million to EUR 63 million at 31 December 2018 due to the transition
to IFRS 9. More information can be found in the transition disclosure in Accounting Policies.

Dther provisions

Gther provisions include provisions for tax purposes. The tax provisions are based on best estimates available at the
yearend and taking into account the opinion of tax specialists. The timing of the outflow of cash related to these
provisions is by nafure uncertain, given the unpredictability of the cutcome and the time invoived.

Banks have a responsibility to help protect the financial services sector. We take this responsibility very seriously.

ABN AMRO invests significant resources in combating financial crime. We work closely with regulators, governments,
other banks and the police. ABN AMRO has decided, based on existing shortcomings and input from the Dutch Central
Bank, to accelerate its Customer Due Diligence (CDD) programme in order to be compliant with anti-money laundering
and terrorist financing legislation. We've already carried out a review of our Corporate & Institutional Banking business;
a review of our Private Banking clients is now nearly complete. ABN AMRG has developed remediation programmes
tc speed up remediation actions in relation to International Card Services {ICS) and Commercial Banking and has shared
these with the Dutch Centrat Bank and committed to their execution. For the incremental external costs involved, we've
taken a provision in 2018 of EUR 85 million — for ICS and Commercial Banking. The amount is based on, among other
items, the total number of files, the time needed to review each file and the percentage that will be reviewed using
external resources. Over the past year, a number of European banks have been the object of monay laundering
investigations. We recognise that, with financial crime, we have to be vigilant. We're constantly looking for ways

to strengthen our systems and raise awareness of potential risks within the bank.
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Changes in provisions during the year were as Tollows: G

Insurance Provision for  Restruc- e

fund pension turing  Other staff lLegal Credit ;
{in millions} hab}hties commitments provision  provision provisions commitments  Other Total
AT January 2017 127 36 417 117 731 8 186 1,672
Acquisition and divestment of subsidiaries -39 -39
Increase of provisions 222 257 1 26 499
Reversal of unused provisions -1 -17 -21 -1 -34 -84
Utilised during the year -218 -281 -4 -503
Accretion of interest 4 2 6
Foreign exchange differences -1 -2
Other -18 -10 5 2 -1 -20
A% 31 Becember 2077 62 Vi3 4. 122 692 6 167 1,628
Impaci of adepting IFRS 9 61 67
At 1 January 2018 62 76 404 122 692 67 167 1,680
Acquisition and divestment of subsidiaries -55 -1 -57
Increase of provisions 147 88 25 98 358
Reversal of unused provisions -18 -4 -23 -19 =73
Utilised during the year -227 -292 -71 -391
Accretion of interest 2 2
Foreign exchange differences 1 1
Oth 4 4

3¢ Pension and other post-retirement benefits

. anct has no lega
_.mcome stateme'

 Bifferences betwéen pension costs and pension contribltions payable are accounted for a8 provisions or prépayments
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Pension and other post-retirement benefits
Amounts recognised in the income statement for pensions and other post-retirement benefits

2018 2017

Uther post Other post
relirement relirement
i . bonch

Current service cost 4 16 20 4 jit] 14

Interest cost 4 1 5 2 1 3

Interest income -2 -2 -1 -1

Amoriisation of unrecogrised past service cost -8 -6

Assumption changes in demographics through P&L G 10

Other 1 -1 2

Total defined benefit expenses : rﬂ
in actuarial repost 4 18 20 -1 21 20 R
Other expenses -2 -1 -12 1 -7 -7 o
Total defined benefif expenses 2 5 7 13 13

Defined contribution plans 328 338 369 369

Total pension and other postretirement employee benefits expenses decreased by EUR 37 million to EUR 345 million in
2018, compared with EUR 382 million in 2017. The decrease in defined contribution plans of EUR 31 million is mainly due
to the decrease in contribution costs that resulted from the decrease in FTEs. Pension expenses for defined contribution
plans consist mainly of the cash contributions to the Dutch Collective Defined Contribution plan.

The remaining other post-employee benefits relating to defined plans consist mainly of several minor defined benefit
plans. Other post-employee benefits decreased by EUR 6 million which is due to the revised withdrawal rate of the
jubilee plan.

Butch defined contribution plan
The Dutch defined contribution plan is a Collective Defined Contribution plan, based on an average salary plan.
The normal retirement age is set at 68 years. The contribution payable by pension fund participants is 5.5% (2017: 5.5%]).

Plan participants’ contributions to the defined benefit plan in 2018 amounted to EUR 40 million {2017: EUR 43 million)
and are included in pension expenses.
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Recoaciliation to the statement of financial position and other comprehensive income

2018 2017
Oti}er post Other post
relirement retirement
fit: i I benefit

Present value of defined benefit obligations —

funded with plan assets 228 228 247 247
Fair value of plan assets 172 172 182 182
56 56 2151 65

Present value of defined
benefit obligations ~ unfunded 9 155 164 10 176 181
Unrecognised past service costs

Other 1 1 1

- of which assets

- of which liabilities 66 156 222 76 171 246
Experience adjustments 1 9 10 -12 -12
R is arising from changes in demographic

assumptions DBG 3 3 1 -1
R ts arising from chang

in financial assumptions DBO 3 5 8 -2 1 -1
Remeasurements asising from changes

in financial assumptions Plan assets -1 -1
Remeasurements in respect of irevocable surplus due to

asset ceiling

Ghange in defined benefit obligation (BBO)

2018 2017

Other post Other post

relirement retirement
{in millions} Pensions  employee benefits Total  Pensions  employee benefits Totat
Defined benefit obligation as at T January 257 170 427 173 161 334
Current service cost 4 16 20 4 s 14
Interest cost 4 1 3 2 1 3

Past service cost
General an administrative expenses

Losses/{gains) on setflements and curtaifment -1 -1 -7 -7
Pariicipanis’ contributions
Benefits paid -14 -14 -15 -8 -24
Benefits paid in from employer -1 -7 -8 -5 -6
R ts arising from chang

in demographic assumptions -3 -3 -1 -1 -2
Experience adjustments -1 -8 -10 g 9
R ts arising from chang

in financial assumptions -3 -5 -8 2 3 5
Acquisitions and disposals of subsidiaries 1 1
Foreign exchange differences -1 -1
Other -4 -12 -18 w1 2 163

The net defined benefit liabilities/lassets) balance as at December 2018 consisted of pensioners with a profit share, the
indexation of benefits insured with an insurance company and several small defined benefit plans outside the Netherlands.
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GChange in fair value of plan assets

2018 2017

Other post Other post

retirement retirement
{in millions} Pensions  employee benefits Total Pensions  employee benefits Totat
Fair value of plan assets as at T January 182 182 87 87
Interest income 3 2 1 1
R ts arising from chang

in financial assumptions -1 -1

Employer’s contributions 7 7 1 1
Benefits paid -14 -14 -7 -7
Foreign exchange differences -1 -1
Other

Principal actuarial assumptions

2018
Discounirate 17% 1.4%
Indexation rate 17% 16%
Future safary increases 2.1% 1.8%

The above assumptions are weighted by defined benefit obligations. The discount rate consists of a risk-free rate
and a credit spread on AA-rated corporate bonds.

31 Other Eabilities

The following table shows the components of accrued expenses and other liabilities at 31 December 2018.

{in miltions} 31 December 2018 31 December 2017
Accrued other expenses 1,022 983
Unsetiled securities transactions 796 1,464
Sundry liabilities and other payables 1,867 2,860

-adus

ABN AMRO has reclassified all unsettled securities transactions as other assets and other liabilities. These were
previously included in securities financing. The comparative Tigures have been adjusted accordingly.

Cther liabilities decreased by EUR 1.3 billion to EUR 3.7 billion at 31 December 2018 {2017: EUR 5.0 billion) due to
a decrease in unsettled securities transactions and lower sundry liabilities and other payables.

The movements in unsettled securities financing transactions were a result of the cyclicality of the securities financing
activities. The decrease in sundry liabilities and other payables was partly the result of the settlement of savings from
savings mortgages with ABN AMRO Verzekeringen.
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{in miltions} 31 December 2018 31 December 2017
Share capital 940 846
Share premium 12,970 12,8970
Other reserves lincl. retained earnings/profit for the period) 6,346 5,724
Other components of equity -906 -331
Equity attribuiable to owners of the parent company 19,349 19,303
AT1 Capital securities 2,008 2,007
Equity attributable tc oth 2 20

At 31 December 2018, the authorised share capital of ABN AMRQO Group N.V. amounted o EUR 4.7 billion, distributed over
4,500,000,000 ordinary shares and 200,000,000 class B ordinary shares. All shares have a nominal value of EUR 1.60 each
and each share entitles the sharehclder to one vote. At 31 December 2018, capital issued by ABN AMRO Group N.V. and
paid-up consisted of 940,000,001 ordinary shares (EUR 940 million). in 2018, a final dividend for 2017 of EUR 752 miilion
was paid out to ordinary shareholders, bringing the total dividend for 2017 1o EUR 1,363 million. An interim dividend of

EUR 811 million for 2018 (2617: EUR 611 million) was paid to ordinary shareholders.

31 December 2018

31 December 2017

ordinary shares

Mumber of shares
Authorised share capital
Unissued share capital
Issued share capital
Amount of shares
Authorised share capital
Unissued share capital
Issued share capital
Par value

4,500,000,000
2,569,999,989
940,000,001

4,500,000,000
3,559,089,999
940,000,001

Class A Class B

ordinary shares

Class A
ordinary shares

Class B
ordinary shares

200,000,000 4,500,600,000 260,000,860
200,000,000 3,552,988,898 260,000,060
840,006,001
200,000,000 4,500,600,000 260,000,060
200,000,000 3,552,998,900 260,000,060
940,006,001
1.00 100 1.60 1.00

33 Transierred, pledged, encumbered and restricted assets

& retamed the contractua! nghts to recewe the cash ﬂOWS

. :obhgatson to. py, the cash ﬁews 1o a thnd party, or

from othef entmes w;th:n the Group.
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Transferred financial assets

This disclosure provides insight into the relationship between these transferred financial assets and associated
financial liabifities in order to show the risks the bank is exposed to when the assets are transferred. If transferred
financial assets continue to be recognised in the balance sheet, ABN AMRO Group is still exposed to changes in
the fair value of the assets.

Transierred financial assets not derecognised in their entirety
The following table shows transferred financial assets that are not derecognised in their entirety.

31 December 2018 31 December 2017

Financial assels Financial assets

Loans and _ held for Leansand  held for trading
adVBT}CﬂS rading (atfair advances {at {at fair value
(at amortised valug through amortised through profit
{int miltions} cost) profitandloss)  Total cost) and loss) Total

Securitisations
Carrying amount Transferred assets 497 497 1,240 1,240
Carrying amount Associated fiabilities 500 500 1,280 1.250
For those liabilities that have recourse

only to the transferred assets

Fair value of assets 536 836 1,328 1.32¢
Fair value of associated liabilities 501 501 1,287 1,287
Ret position 35 35 71 71
fither
Carrying amount Transferred assels 63 62 146 146
Carrying amount Associated liabilities 63 62 208 208
Fair value of assets 63 63 146 146
Fair value of associated iabilities 63 63 208 208
Net position -62 -62
Totals
Carrying amount Transferred assets 1,240 146 1,386
Carrying amount Associated fiabilities 1,250 208 1,458
1,328 146 1.478

Fair value of assets

d fiabiliti

Securitisations

The bank uses securitisations as a source of funding, whereby the Special Purpose Entity (SPE) issues debt securities.
In a securitisation transaction utilising true sale mechanics, the bank transfers the title of the assets to SPEs. When the
cash flows are transferred to investors in the notes issued by consolidated securifisation vehicles, the assets {mainly
residential mortgage loans) are considered to be transferred.

Secusities financing

Securities financing transactions are entered into on a collateralised basis for mitigating the bank’s credit risk exposure.
In repurchase agreements and securities lending transactions, ABN AMRO gets the securities returned at maturity. The
counterparty in the transactions heolds the securities as collateral, but has no recourse to other assets of ABN AMRO.
ABN AMRO transfers the securities and if the counterparty has the right to resell or repledge them, the bank considers
these assets 1o be transferred assets.

GContinuing invelvement in transferred financial assets derecognised in thelr entirety
The bank does not have any material transferred assets that are derecognised in their entirety, but where ABN AMRC
has continuing involvement.
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Pledged and encumbered assets

Pledged and encumbered assets are no ionger readily available to the Group to secure funding, satisfy collaterai needs
oT be sold to reduce the funding requirement. The following activities conducted by ABN AMRO give rise to pledged assets:
& cash and securities provided as collateral to secure trading and cother liabilities, mainly derivatives;

» mortgages and SME loans pledged to secure funding transactions such as covered bonds and securitisations;

& securities lent as part of repurchase and securities lending transactions.

The following table provides an overview of assets pledged as security and encumbered assets.

{in millions} 21 December 2018 31 December 2017
Asseis pledged

Cash and balances at central banks 2 2
Financial assets held for irading g1 257
Financial assets at fair value through OC| - Debt securities

Equity securities FVOCI

Financial investments — fair value through profit or loss

Finarcial investments FV0C1 1,086 1,798
Loans and advances banks:

- Interest bearing deposits 1,772 1,851
Loans and advances customers:

- Residential morigages 80,870 76,622
- Commercial loans 7187 7412
Other financial assets 16 "
Total assets pledged as security 21,014 82,228
Differences hetween pledged and encumbered assels

Finarcial investments available-for-sale

Loans and advances — banks® 284 273
Loans and advances — customers? 20,730 -19,508
Other assets® 2,728
Total differences hetween pledged and encumbered assels -20,445 -16,507
Total assels 381,295 393,171
Total encumbered assets as percentage of total assets 18.5% 16.7%

! Includes mandatory reserve deposits.
 Excludes mainly morigage-backed securities.
¥ Includes unit-linked investments.

-adus

Total encumbered assets increased by EUR 4.8 billion to EUR 70.6 billion at 31 December 2018 compared with
31 December 2017 mainly due to an increase in residential mortgages and which was partly offset by the sale of the
activities in Luxembourg.

OH-halence sheel coliaioyal held as securily for asseis

Mainly as part of professional securities transactions, ABN AMRO obtains securities on terms which permit it to
repledge or resell the securities to others. These transactions are conducted under terms that are usual and customary
in standard professional securities transactions.

ABN AMRO controls the credit risk associated with these activities by monitoring counterparty credit exposure and
collateral value on a daily basis and, when necessary, requiring additional collateral to be deposited with or returned
to the Group.

Fair value of securities received which can be sold or repledged 62,572 46,71

- of which: fair value of securities repledged/sold to others 46,100 37892

ABN AMRO has the obligation to return securities accepted as collateral to its counterparties.
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Stgniticant restrictions on the ability in access or use the Group's sssels

The purpose of disclosing assets with significant restrictions is to provide information that enables users of the
Consolidated Annual Financial Statements to evaluate the nature and extent of any significant restrictions on the
ability to access or use assets and settle liabilities.

Restricted financial assets consist of assets pledged as collateral against an existing or contingent liability and

encumbered assets. Other restrictions impacting on the Group's ability to use assets include:

& Assets as a result of collateralising repurchase and borrowing agreements (31 December 2018:
EUR 12.4 billion; 31 December 2617: EUR 15.7 billion);

& Assets held in certain jurisdictions to comply with local liguidity requirements and that are subject to restrictions
in terms of their transferability within the Group {31 December 2018: EUR 2.4 billion; 31 December 2017:
EUR 3.5 billion);

> ABN AMROQ Group N.V. is in general not sukject to any significant restrictions that would prevent the transfer of
dividends and capital within the Group, except for regulated subsidiaries that are required to maintain capital in
order to comply with local regulations (31 December 2018: EUR 1.0 billion; 31 December 2617: EUR 1.4 billion).

32  Commitiments and contingent liabilities

::..ﬁ@@@ﬁ% Ei%f# i @%*@@Emm gh%g z&mm
-Eﬂmmsimeﬂts '

Comynitied credil facilities
Commitments to provide credit take the form of approved but undrawn loans, revolving and underwriting facilities.
Newv loan offers have a commitment period that does not extend beyond the normal underwriting and settlement period.

Guarantees and other commitments

ABN AMRO provides financial guarantees and letters of credit tc guarantee the performance of customers to third
parties. These transactions have fixed fimits and generally extend for periods of up 1o 5 years. Expirations are not
concentrated in any particular period. ABN AMRO also provides guarantees by acting as a settlement agent in securities
borrowing and lending fransactions.

Many of the contingent liabilities and commitments are expected to expire without being paid out in whole or in part.
This means that the amounts stated do not represent expected future cash flows. Additionally, guarantees and letters
of credit are supported by varying levels of collateral.

Furthermore, statements of liability within the meaning of Article 403 Book 2 of the Dutch Civil Code have been issued
for a number of ABN AMRO's affiliated companies (see also the chapter on Other information).
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The committed credit facilities, guarantees and other commitments at 31 December 2018 and 2017 are summarised
in the following table. The amounts stated in the table for commitments assume that amounts are fully paid out.
The amounts shown in the table for guarantees and letters of credit represent the maximum amount ABN AMRO

is exposed to if the contract parties completely fail to perform as contracted.

Payments due by period
lessthan Betweenoneand  Betweenthree After five

31 December 2018

Committed credit facilities 35,887 8, 256 11,786 4,137
Guarantees and other commilments:

Guarantees granted 60 1,894
Irrevocable fetters of credit 229 342
Recourse risks arising from discounted bills 41 1
Total guarantees and other commitments 340

ceember
GCommitied credit facilities 36,785 8731 3,520 2,282 55,295
Giuarantess and ether commiiments:

Guarantees granted 311 267 51 1,880 2,509
Irrevocable fetiers of credit 4,477 1,267 420 283 8,526
Recourse risks arising from discounted bills 7,010 121 7,130
Toisl guaraniees and oiher commitments 11,797 1,754 471 2,143 16,165

The total of committed credit facilities, guarantees and other commitments increased by EUR 4.9 billion to EUR 76.4 biilion
at 31 December 2018 {31 December 2017: EUR 71.5 billion). This increase was due to a rise of EUR 5.9 billion in committed
credit facilities, partly offset by a decrease of EUR 0.9 billion in guarantees and other commitments.

During the second half of 2018 ABN AMRO assessed the application of its definitions relating to committed and
uncommitted credit facilities. This resuited in a restatement of committed credit facilities at 31 December 2017

More information on this restatement can be found in note 1. The increase in commitied credit facilities by

EUR 5.9 billion to EUR 61.2 billion at 31 December 2018 (31 December 2017: EUR 55.3 billion) was mainly related

to an increase in credit lines granted to commercial clients, government and official institutions, partly offset by lower
credit jines granted fo consumers and lower outstanding credit offers on residential morigages.

Leasing

ABN AMRO mainly enters into leases classified as cperating leases {including property rentals). The total payments
made under operating leases are charged to the income statement on a straight-line basis over the period of the lease.
Lease incentives received ate recognised in the income statement as an integral part of the total lease expense. if it

is decided that an operating lease wilt be terminated or vacated before the lease pericd has expired, the lesser of any
penalty payments required and the remaining payments due once vacated {less sub-easing income) is recognised as
an expense. If the lease agreement transfers substantially all the risks and rewards inherent to cwnership of the asset,
the lease is recorded as a finance lease and the related asset is capitalised.

Operating lease commitments

ABN AMRO jeases various offices and other premises under non-cancellable operating jease arrangements. The leases
have various terms, escalation and renewal rights. No contingent rents are payable. ABN AMRO also leases equipment
under non-cancellable lease arrangements. Total operating lease arrangements amounted to EUR 0.4 billion at

31 December 2618 (31 December 2017: EUR 0.4 billion), of which EUR 0.3 billicn (31 December 2017: EUR 0.3 billion)
is due within five years.

Other contingeacies

ABN AMRO is involved in a number of legal proceedings in the ordinary course of business in various jurisdictions.
In presenting consolidated financial information, management makes estimates regarding the outcome of legal,
regulatory and arbitration matters, and takes provisions to the income statement when losses with respect to such
matters are more likely than not.
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Provisions are not recognised Tor matters for which expected cash outflow cannot be reasonably estimated or that

are not more likely than not to lead to a cash outflow. Some of these matters may be regarded as a contingency. i is

not practicable to provide an aggregate estimate of potential liability for our legal proceedings and regulatory matters

as a class of contingent liabilities. On the basis of information currently availabie, and having taken counsel with fegal

advisors, ABN AMRG is of the opinion that the outcome of these proceedings is unlikely to have a material adverse

effect on the consolidated financial position and the consolidated result of ABN AMRO. In particular the following
matters are regarded as contingencies.

& Certain hedge funds initiated proceedings in Belgium and claimed the re-issue of certain Ageas Mandatory Convertible
Securities and payment of a 8.75% coupon from 7 December 2010 until 7 December 2030 (EUR 0.2 billion per annum)
of, alternatively, compensation in cash for the amount of EUR 1.75 billicn from four issuers, among which ABN AMRO,
in refation to the conversion of Ageas MCS. On 23 March 2012, the Commercial Court in Brussels (Belgium) rejected
all the hedge funds” claims. This judgement was in line with the earlier judgement in the summary proceedings
of November 2010. On 1 February 2019, the Court of Appeal in Brussels rejected all the claims of the hedge funds
{and found in favour of Ageas and ABN AMRQ). The hedge funds have until 1 May 2019 to file cassation proceedings.

& As previously reported, ABN AMRO, certain of its subsidiaries and some of their client funds had exposure to
funds that suffered losses (in some cases, significant losses) as a resuit of the Madoff fraud. Provision of custodial
services has resulted in a number of legal claims, including by the Bernard L. Madoeff investment Securities trustee
in bankruptcy (irving Picard) and liquidators of certain funds, who are pursuing legal action in an attempt to recover
payments made as a result of the fraud and/or to compensate their alleged losses. Certain ABN AMRO subsidiaties
are defendants in these proceedings. in view of the preliminary status of these claims, it is not possible fo estimate
the total amount of ABN AMRO's potential liability, if any.

» The Imtech Group was declared bankrupt in August 2615. ABN AMRO was one of the banks that extended financing
to this group and participated in the second rights cffering of October 2014. By letter of 20 January 2018, Stichting
Imtechclaim and Imtech Shareholders Action Group B.V. held ING, Rabobank, Commerzbank and ABN AMRO liable
for alleged misstatements in the prospectuses and for alleged actio pauliana (fraudulent preference). By letter
of 28 March 2018 the VEB held parties including ABN AMRO liable for damage allegedily suffered by the imtech
investors. On 10 August 2018, ABN AMRO received formal notification from imtech's trustees that they were
seeking to nullify a Jarge number of transactions and claim various damages. The letter aimed to interrupt limitation
periods in view of the possible claims on Imtech’s lenders, bondholders and underwriting banks. Two execution-only
clients of ABN AMRO have commenced proceedings against ABN AMRO and are claiming an amount in excess of
EUR 600,000. Their claim is based on alleged prospectus liability, together with an alleged breach of the duty of care.

> On 18 October 2018, Eurostar Diamond Traders N.V. (EDT) filed a civil law complaint against ABN AMRQ in the
Antwerp Court, claiming a provisional amount of USD 720 miilion. The composition and substantiation of the amount
claimed are not totally clear, but would seem to include an unsubstantiated claim for damages of EUR 600 million on
the ground that ABN AMRO allegedly caused EDT's demise deliberately. Damages of USD 73 million have also been
claimed for the alleged sale of unsuitable derivatives over a long period of time. Provisiconal liguidators of Eurostar
have since been appointed.

> On 16 August 2018, ABN AMRO received a writ of summons from a housing corperation, Stichting Havensteder
{Havensteder), relating to two extendable loans {'the Loans’) with a totai principal of EUR 64 million. Havensteder
claimed partial annulment of the extendable part of the Loans since, according to Havensteder, the Loans conflicted
with the interest of public housing and public housing laws. Alternatively, Havensteder claimed that, as a result of
unforeseen circumstances, the interest rates on the Loans should be reduced to approximately 2.45% or 3.0%.

In the further alternative, Havensteder claimed partial annuiment of the extendable part of the Loans in view of error,
breach of duty of care and breach of information duties. The court hearing in this matter took place in September 2017
The District Court of Amsterdam is expected to announce its verdict in the first half of 2019.

> On 22 August 2016, ABN AMRC received a writ of summons from the indirect shareholders of its former clients,
the Partner Logistics Group. The claimants alleged that the defendants, including ABN AMRO, had acted wrongfully
in refation to the bankruptcy of the Partner Logistics Group. Based on this, they claimed damages of EUR 205 million.
After all their claims were rejected on 28 October 2018, the claimants filed for appeal in late January 2019.

& Other contingencies inciude EUR 56 million related to an irrevocable payment commitment {{PC) to the Single
Resolution Board (SRB) in Brussels. in April 2016, the SRB provided credit institutions with the option to fulfil part of
their obligation to pay the annual exante contributions to the Single Resolution Fund {SRF) through IPCs. To secure
full and punctuat payment, when called by the SRB, credit institutions needed to constitute cash collateral and fully
transfer legal ownership to the SRB.
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Duty of care matiers
A number of proceedings have been initiated against ABN AMRO for alleged breach of its duty of care in transparency-
related standards. Where applicable, provisions for these matters have been made.

There can be no assurance that additional proceedings will not be brought or that amounts demanded in claims brought
to date will not rise. Current proceedings are pending and their outcome, as well as the outcome of any threatened
proceedings, is uncertain, as is the timing of reaching any finality on these legal claims and proceedings. These
uncertainties are likely to continue for some time. As a result, and although the consequences could be substantial

for ABN AMRO and have a potentially material adverse effect on ABN AMRO's reputation, resuits of operations,
financial condition and prospects, it is not possible to refiably estimate or quantify ABN AMRO's exposure at this time.

intarast rale derivalives sold to SWIE clients
A public debate has been ongoing in the Netherlands since 2014 on a bank's duty of care towards SMEs with respect
to interest rate derivatives.

As explained in note 29 Provisions, ABN AMRO entered into interest rate derivatives, in combination with floating
interest rate Joans, with approximately 6,800 SME clients. These clients entered into an interest rate derivative with

the purpose of fixing the interest rate risk on their floating rate joans. A combination of a floating interest rate lcan

and an interest rate swap was less expensive for these clients than the alternative of a loan with a fixed interest rate.
As a result of the decline in interest rates, the interest rate swaps currently have a negative mark-to-market value. There
are no negative consequences for clients as long as the lean is not repaid, in whole or in part, before its maturity date.

Individual or class action complaints and [tigation

Some SME clients needed or wanted to repay their floating interest rate loans before their maturity date. As a consequence,
the interest rate swap needed to be unwound in order to avoid creating an overhedge. In line with standard market practice
in such situations, the SME clients had to pay the bank the negative mark-to-market value of the interest rate swap. Such
payments may be compared to the penalty interest on a fixed rate loan. ABN AMRO received multiple complaints and some
clients andfor interest groups instigated legal proceedings about the bank’s alleged viclation of its duty of care, claiming,
for instance, that the bank had not properly informed them of the risks associated with interest rate swaps. in most

of these cases, the client’s claim was rejected, while in some other cases the bank paid compensation to the client.

in the case of litigation relating to SME derivatives, ABN AMRO does not recognise provisions for claims that do not
meet the recognition and/or measurement criteria. There can be no assurance that additional proceedings will not be
brought or that the amount demanded in claims brought to date will not rise. Current proceedings are pending and their
outcome is uncertain. These uncertainties are likely to continue for some time.

Untinrm Recovery Framewark

in December 2015 the AFM concluded that some aspects of the reviews banks were conducting with respect to their
SME dlient files containing interest rate derivatives would need to be amended. GOn 1 March 2016, the AFM published

a press release and a letter addressed to the Dutch Minister of Finance, advising him to appoint a panel of independent
experts to advise on the reassessment of SME and middie-market interest rate derivatives. The draft Uniform Recovery
Framework prepared by this panel of independent experts was presented on 5 July 2616. ABN AMRG has committed
to the Uniform Recovery Framework, which was finalised on 19 December 2016. It is currently unclear how the Uniform
Recovery Framewaork will impact on pending and future litigation.

As this is a possible liability dependent on a future event, no provision for a possible outflow of resources has been
made and it is therefore considered a contingency. Reference is made in this respect to note 22 Provisions.

ABN AMBO Group Annual Report 2018

07.11.2020 kl 07:52 Brgnngysundregistrene Side 252 av 295



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

47

Gross-linhility

A legal demerger may give rise to ‘cross-liabilities”. Under Section 2:334t of the Dutch Civil Code, the acquiring company
or companies and the demerging company, if it continues 1o exist, are jointly and severally liable for the obligations of
the demerging company at the time of the demerger. The acquiring companies and the continuing demerged company
wiil remain fully fiable for indivisible obiigations. in the case of divisible obligations {e.g. monetary obligations), the
acquiring company to whom the obligation transferred or, if the obligation remained where it was, the company that
continued to exist is fully liable. However, if an obligation has not been transferred to a company or if it remained with

a company, that company’s liability for divisible obligations will be limited to the value of the assets acquired or retained
in the demerger. A cross-liability is of a secondary nature. The company that did not acquire or retain the obligation is
not required to perform until the company that acquired or retained the obligation fails to perform.

Gn 6 February 2010, the former ABN AMRO Bank N.V. demerged into two entities: RBS N.V. and ABN AMBRGO Bank N.V.
(the ‘2010 Demerger'), giving rise to cross-liabilities similar to the cross-liabilities described above. f ABN AMRO Bank N.V.
fails to perform its obligations existing at the time of the 2010 Demerger, RBS N.V. is liable for the performance; if RBS N.V.
fails to perform its obligations existing at the time of the 2010 Demerger, ABN AMRO Bank N.V. is liable. RBS N.V(s
contingent liability for divisible obligations as a result of the 2010 Demerger is limited to EUR 4.0 billion, whereas

ABN AMRO Bank N.V's contingent liability is limited to EUR 1.8 billion {which amount remained unchanged compared

to 31 December 2017). ABN AMRO Bank N.V. has put in place arrangements to mitigate the risks of such contingent
liability and received collateral from RBS Plc amounting to EUR 1.8 billion (2017: EUR 1.8 billion). ABN AMRO Bank N.V.
did not post any collateral with RBS N.V. or RBS Plc.

- aatioudia)

On 7 August 2008, the EC Remedy part of ABN AMRO Bank N.V. was demerged to New HBU [i N.V. {the ‘2008
Damerger’), giving rise to crossiabilities similar to the cross-iabilities as described above. f ABN AMRO Bank N.V. fails
to perform its obligations existing at the date of the 2008 Demerger, New HBU 1} N.V. is liable for the performance; if
New HBU #} N.V. fails to perform its obligaticns existing at the date of the 2008 Demerger, ABN AMRO Bank N.V. is liable.

Gn 1 April 2010, New HBU [} N.V. was transferred to Deutsche Bank AG and renamed Deutsche Bank Nederland N.V.

As a result of the crossiabilities described above, if RBS N.V. or ABN AMRO Bank N.V. fails to perform its obligations
existing at the date of the 2008 Demerger, Deutsche Bank Nederland N.V. is liabie for the performance. Deutsche Bank
Nederland N.V’s contingent fiability in this regard is fimited to EUR 950 million. On 27 September 2014, pursuant to a put
option exercised by Deutsche Bank AG, the assets and liabilities of Deutsche Bank Nederland N.V., apart from the cross-
liabilities created as a result of the 2008 Demerger, were demerged intc a newly incorporated subsidiary of Deutsche
Bank AG {the "2614 Demerger’). Deutsche Bank Nederland N.V. was subsequently acquired by ABN AMRO Bank N.V.
and renamed Sumsare N.V. As a consequence, Deutsche Bank Nederland N.V's contingent liability under the 2008
Damerger is now held by Sumsare N.V,, a wholly cwned subsidiary of ABN AMRO Bank N.V. Deutsche Bank AG
indemnified Sumsare N.V. for any claims {including cross-iabilities) in connection with the 2014 Demerger.

Indemnity agreement with the Dutch State

Gn 1 April 2010 ABN AMRO signed an indemnity agreement with the Dutch State {currently represented by NLF)

for a shortfall in capital above a certain amount related to specific assets and ligbilities of RFS Holdings B.V. In July 2015
ABN AMRO was informed by NLFI of a claim it had received from RBS relating to these assets and liabilities in

RFS Holdings B.V. This gives NLF! the right to file a claim with ABN AMRG. As at the publication date of these Annual
Financial Statements, ABN AMRQ is not aware of any claim being filed by NLFI. This situation could change in the future.
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35 Remuneration of Executive Board and Supervisory Board
Remuneration of Executive Bosrd and former Managing Board
ABN AMRO's remuneration policy was formally approved by sharehclders and adopted by the Supervisory Board.

in 2017 ABN AMRO changed its management structure. Management now consists of the Executive Committee,
which includes the Executive Board.

The following statement summarises the income components for the individual Executive Board and former
Managing Board members for the year 2018.

2018

Variable Total pension Severance
Basesalary remuneration’ related contributions™ paymerts Total”

Post employee Short-term
ion (16a) allow (16h)

C. van Dijkhuizen 0 a7 0

C. Abrahams’ 614 o] 37 173 o] g24
C.M. Bornfeld® 812 0 31 144 0 687
TJ.AM. Cupper? 814 0 37 173 0 824
J.van Halies 456 0 25 147 187 788

2017

4] 38 225 o] 976
G. Zalm® 65 0 3 25 0 a3
C. Abrahams'’ 202 0 13 62 0 277
TJ.AM. Cuppen® 151 a 10 46 a 207
J. van Halff 620 a 28 235 a 893
W. Rechoorn®* 971 u] 57 345 187 1,530
C.FH.H. Vogeizang™? 461 4} 26 156 4} 643
J.G. Wijnw=» 207 o] 13 7e o] 298

! €. Abrahams receives a for housing costs {2018: EUR 94 thousand; 207:
to his home country as from 1 September 2017 which is not included in the base salary.

* §.M. Bomfeld joined the Executive Board on 1 March 2018 and receives a compensation for housing costs {2018: EUR 121 thousand) which is not included in the base salary.

* I addition to remuneration TJ.A.M. Cuppen received & benefit of EUR 3 thousand for the personal use of the company car in 2018 (2017 less than EUR 1 thousand).

* The Executive Board membership for J. van Hall ended on T March 2018. As d. van Halt's employment agreement ended on 1 Sep 2018, his relates to the period

up to 1 September 2018. The severance payment was awarded in 2018,

In addition to remuneration J. van Hall received EUR 1 thousand to compensate the mortgage interest rate expenses in 2018 {2017: EUR T thousand}.

The Managing Board membership for 6. Zalm ended on T January 2017. 6. Zalm's employment agreement ended on 1 February 2017.

€. Abrahams joined the Executive Board on 1 September 2017.

T.Jd.AM. Cuppen joined the Executive Board on T October 2017.

The Executive Board membership for W. Reshoorn ended on T November 2017. As W. Reshoorn's employment agreement ended on T July 2018, his remuneration relates to the period up to

1 duly 2018. The remuneration for 2018 includes a 1.6% increase in accordance with the Dutch collective Jabour agreement for banks {'CAD Banken'). The severance payment was awarded

in 2017,

' |n addition to remuneration W. Reehoom received EUR 12 thousand to compensate the mortgage interest rate expenses in 2018 {2017: EUR 23 thousand).

" €.FH.H. Vogelzang stepped down as Managing Board member on 8 February 20t7. The employment agreement of C.FH.H. Vogelzang ended on 1 September 20%7.

2 |n addition to remuneration C.FH.H. Vogelzang received EUR 30 thousand to compensate the mortgage interest rate expenses in 2017,

¥ J.6. Wijn stepped down as Managing Board member on 18 January 2017. The employment agresment of J.G. Wijn ended on 1 May 2017.

' In addition to remuneration J.6. Wijn received EUR 7 thousand to compensate the mortgage interest rate expenses in 2017,

15 As a consequence of the Bonus Prohibition Act, the Executive Board members are not entitled to receive variable compensation. This prohibition has applied since the performance year 2011,

'® The Executive Board members participate in ABN AMRO Group's pension plans for employess in the Netherlands. This participation is not mandatory for Mr C. Abrahams considering his
current non Dutch tax resident status. Total penasion refated contributions as of 2017 refer to {16a) the employer contribution to the pension fund {for the CDC pension scheme for
pensionable income up te EUR 105,075 {2017: EUR 103,317) and {16b) the arrangement in accordance with the ABN AMRO Collective Labaur Agreement {ABN AMRO CAD').

"7 In addition to remuneration, Executive Board members are eligible for benefits such as the use of a company car. Only TJ.AM. Cuppen uses this car for private purposes.

UR 37 thousand} and fii 2ts {2018: EUR 28 thousand; 2017: EUR 8 thousand}
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Loans from ABN ABIRD to Executive Bosrd snd foymer Mansging Board members
The following table summarises cutstanding loans to members of the Executive Board and former Managing Board
at 31 December.

2018 2017
Outstanding . Interest Ouistanding Interest
31D b it 3tD h i b

J.van Hall 69 25% 52 3.5%
C.E. Princen? 747 3.3%
W. Rechoorr® 1,270 159 3.8%
C.FH.H. Vogelzang* 1,390 12 1.4%
J.G. Wijn® 174 73 2.4%

! Executive Board Membership for J. van Hall ended on T March 2018,

Managing Board Membership for C.E. Princen ended on 1 January 2017,

Executive Board Membership for W. Reehoom ended on T November 2017.
€.FH.H. Vogeizang stepped down as Managing Board Member on 6 February 2017,
J.G. Wiin stepped down as Managing Board Member on 18 January 2017.

z
3
1
H

Remuneraiion of the Bupervisory Beard
The following statement summarises the income components for the individual Supervisery Board members.

{in thousands} 2018 2017
T. de Swaar’ 42

0.L Zoutendijk? 35 a0
S.ten Have 67 53
AC. Dorland 75 75
F.J. Leefiang 72 73
J.M. Rocbesk 72 73
J.B.J. Stegmann 78 78
J.5.T. Tremstra 78 78

! T. de Swaan was appointed as Chairman as of 12 July 2018.
? Q.L. Zowtendijk stepped down as Chairman as of 5 February 2018 and as member of the Supervisory board at 1 July 2018.
¥ Remuneration amounts excluding VAT,

Losns fram ABN AWRO to Supervisory Board members
The following table summarises the outstanding loans to members of the Supervisory Board.

2018 2017
Qutstanding ) Outstanding
{in thousands} 31 December Redemptions Interestrale 31 December Redemplions Inierestrate
T. de Swaan® 1,407 2.8%
J.B.J. Stegmann 900 0.1% 800 0.1%
J.M. Roobeek 1,600 100 3.0% 1.700 3.1%
S.ten Have 564 564 36 4.0%

' T. de Swaan was appointed as Chairman as of 12 July 2018.
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36 Related parties

Parties related to ABN AMRO include NLFI with control, the Dutch State with significant influence, associates, pension
funds, joint ventures, the Executive Board, the Executive Committee, the Supervisory Board, close family members of
any person referred to above, entities controlled or significantly influenced by any person referred to above and any cther
related entities. ABN AMRO has applied the partial exemption for government-related entities as described in 1AS 24
paragraphs 25-27.

As part of its business operations, ABN AMROQ frequently enters into transactions with related parties. Transactions
conducted with the Dutch State are limited to normal banking transactions, taxation and other administrative
refationships with the exception of items specifically disclosed in this note. Normal banking transactions refate to loans
and deposits and are entered into under the same commercial and market terms that apply to non-related parties.

Loans and advances to the Executive Board, Executive Committee members and close family members, where
applicable, consist mainly of residential mortgages granted under standard personnei conditions. For further information,
see note 35 of the Consclidated Annual Financial Statements 2018.

S

Ralances with joint veniures, associaies and othey

31 December 2018

Assets 10 493 503
Liabilities 28 481 519
Guarantees given 15 15
Guarantees received 2 2
Irrevocable facifities 22 22
2018

Inceme received 32 23 61
Expenses paid 7 7 282 295
31 December 2017

Assetls 4 352 256
Liabilities 82 B85 667
Guarantees given 15 15
Guarantees received 4 4
Irrevocable facifities 23 23
2097

Inceme received 41 a4z 82
Expenses paid 13 7 215 335

Liabilities with joint ventures decreased by EUR 43 million at 31 December 2018 compared with 31 December 2017,
mainly due to lower balances on demand deposits held by other financial corporations.

Assets with associates increased by EUR 147 million at 31 December 2018 compared with 31 December 2017,
mainly due to higher balances on current accounts with other financial corporations.

Liabilities with associates decreased by EUR 104 million at 31 December 2018 compared with 31 December 2017,
mainly due to lower balances on current accounts held by cther financial corporations.

Expenses paid in the column Other reflect pension contributions paid to the ABN AMRO pension fund.
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Balances with the Dutch Siale

{in miltions} 31 December 2018 31 December 2017
Assets:

Financial assets held for irading 183 480
Derivatives 714 1,076
Financial investments 4,704 5,197
Loans and advances customers 722 760
Other assels 9 2
Liahilities:

Financial liabilities held for irading 32 a8
Derivatives 1,362 1,753
Due to customers 832 882

Subordinated abilities

2018 2017
Income stalement
Interest income 109 130
Interest expense 38 38
Net trading income -86 -3
Other income 10

Royal Bank of Scotland (RBS) is still the legal owner of specific consortium shared assets and fiabilities. This means
that these assets and liabilities are for the risk and reward of RBS, Santander and the Dutch State as the shareholder
of RFS Holdings B.V. On 1 April 2010, ABN AMRO signed an indemnity agreement with the Dutch State for a shortfall
in capital above a certain amount related to specific assets and fiabilities of RFS Holdings.

Transactions conducted with the Dutch State are limited to normal banking transactions, taxation and other
administrative relationships. Normal banking transactions relate to loans and deposits, financial assets held for trading
and financial investments, and are entered into under the same commercial and market terms that apply to non-related
parties.

Transactions and balances related to taxation, such as levies in the Netherlands, are excluded from the above table.
Transactions and balances related to taxation are included in note 10 income tax expense, tax assets and tax liabilities.
Most of the tax items in this note consist of transactions and balances with the Dutch tax authorities.

The regulatory charges relating to the Dutch State are included in note 9 General and administrative expenses.

Financial assets held for frading decreased by EUR 0.3 billion to EUR 0.2 billion at 31 December 2018 compared with
31 December 2017 mainly due to lower Dutch government bonds as a result of primary dealership in the Netherlands
and client facilitation. Most of these contracts are hedged with short positions in government bonds.

Financial investments decreased by EUR 1.5 billion to EUR 4.7 billion at 31 December 2018 compared with
31 December 2017 mainly due to regular purchases and sales of highly fiquid government bonds.

Derivatives related o both assets and Jiabilities decreased by EUR 0.4 billion at 31 December 2018 compared with
31 December 2017 mainly due to lower lending positions with the Dutch State. Derivatives transactions with Dutch
State are related to the normal course of business.

Net interest income decreased by EUR 27 million to EUR 109 million at 31 December (31 December 2017:
EUR 130 million), mainly due to lower levels of financial investments during 2018.

Net trading income decreased by EUR 63 million to a loss of EUR 66 million at 31 December 2018 (31 December 2017:
loss of EUR 3 million), mainly due to the sale of Dutch government bonds.
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Key management personnsl compensation

Key management personnel consists of the Executive Board and Executive Committee, whereby members of the
Executive Board are also members of the Executive Committee. Remuneration of the Executive Board is disclosed
in note 35, as required by Part 9 Book 2 of the Dutch Civil Code.

Compensation Benefits from Pre ExCo
Base foriease car mortgage deferred Variable Total pension related  Severance

salary expenses inferestrate remunerstion’ remuneration coniributions® paymenis Total*®

Post  Shoti-term

employee aliowances

{1a thousands) peasion {3a) (3b)

2048

FEM.R. van der Horst 597 24 22 70 0 27 167 o 926
D.C. de Kiuis 561 34 17 51 0 37 155 o] g55
G.J. Meppelink 536 34 1 41 0 37 146 o] 805
P.H. van Mierlo 861 24 8 62 0 37 188 0 858
R.F van Nouh 897 24 12 76 0 37 167 0 822

As from 1 March 2017

FEM.R. van der Horst* 438 28 22 166 g 22 149 0 284
D.C. de Khuis* 458 28 14 99 g 22 138 0 769
G.J. Meppelinkt 438 28 i0 106 0 a2 130 1] T44
PH. van Mierlo’ 458 28 8 118 0 32 138 1] 7a1
R.F. van Nouhuijs’ 488 28 10 122 0 22 149 0 izt

' Appointed as from 1 March 2017 and the figures reflect the period from 1 March 2017 untit 31 december 2017,

? Deferred remuneration related to variable remuneration of identified staff for the period before T March 2017, see also remuneration chapter.

¥ The Executive Committee members participate in ABN AMRO Group’s pension plans as appli to the employees in the Netherlands. Total pension related contributions as applicable

as of 2018 refer to {3a) the employer contribution to the pension fund {for the CDE pension scheme for pensionable income up to EUR 105,075, 2017: EUR 103,317) and {3b} the afrangement
in accordance with the ABN AMRO Collective Labour Agreement {/ABN AMRO CAD'}

Consi with regular employees Other ExCo ate eligible for an employee mortgage discount.

In addition to remuneration, other ExCo members are eligible for benefits such as the use of a company car.

H

in 2018 the table for remuneration of key management personnei has been adjusted. Non base-salary related items have
been added to better reflect total compensation to key management personnel. Accordingly the 2617 amounts have
been adjusted consistent with this change.

ey managoment loans and advances
The following table summarises cutstanding loans and advances to members of the Executive Board and Executive
Committee at 37 December.

2018 2017
Qutstanding . _ Average OQuistanding Average

{inthousands} 31D b Red D b Red i i
Executive Board 69 3.5% 3.650 244 27%
Other ExCo members 5,210 216 2.8% 3.950 235 31%

Compensation and lcans and advances for Supervisery Board members are disclesed in note 35 Remuneration of
Executive Board and Supervisory Board.
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37 Postbalance sheet events
Gn 13 February 2019, ABN AMRO announced its intention to simplify the group structure by executing a legal merger =n
between ABN AMRO Bank N.V. {ABN AMRO Bank) and ABN AMRO Group N.V. {ABN AMRGO Group). As a result of the paa

proposed merger, ABN AMRO Group will cease to exist. Shareholders in ABN AMRO Group will conseguently become
shareholders in ABN AMRO Bank, while shares in ABN AMRO Bank will be represented by depositary receipts, through
which the listing on Euronext Amsterdam will be retained. Holders of debt instruments will continue to hold instruments
issued by ABN AMRO Bank. The legal merger has nc material effect on equity. A legal merger is subject to approval by
depositary receipt holders, shareholders and regulators, including DNB and ECB. Subject to all the necessary approvals,
including regulatory approvals, the merger is expected to be executed during 2019.

Gn 28 February, ABN AMRO acquired 100% of the shares in Scociété Générale Private Banking NV in Belgium. Within
this transaction approximately EUR 1.2 billion assets and EUR 1.1 billion liabilities are acquired. This subsidiary will be
included in the Private Banking segment. By combining ABN AMRO's existing private banking activities in Belgium with
those of Société Générale, ABN AMRO strengthens its markat position in Belgium and its position in the Eurozone as a
leading private bank. As of the date of these financial statements, ABN AMRO expects an amount of approximately
EUR 40 million o be recorded as client relationship intangible asset and goodwill, which is subject to the finalisation of
the purchase price allocation. Total client assets will increase by approximately EUR 6 billion as resuit of this acquisition.

In the first quarter of 2019, ABN AMRO completed the sale of part of its public sector loan portfolio to NWB Bank
for a total notional amount of EUR 0.6 billion.
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Income statement of ABN AMRD Gmup MY

{in miltions} 2018 2017
fncome:
Share in result from participating interests 2,207 2,721

The share in the results of participating interests after taxation decreased by EUR 514 million to EUR 2.207 millicn
(2017: an increase of EUR 258 million).

Statement of financial position of ABN AMBO Group N.V.

{pefore appropriation of profif)

Assels

Pariicipating interest in Group companies 19,349 19,303
Taial assels 19,349 12,303
Equity

Share capital 940 40
Share premium 12,970 12,870
Legal reserves -217 -210
Other reserves lincl. retained earmngs/pmfft for the period) 5,657 5,603

Reconciliation to consolidated equity ABN AMRO Group N.V.

AT1 Capital securitiest 2,008 2,007
Equity atiributable 1o other non-controlling interests 2 20
Total consolidated equity ABN ARRD Group M.V, 21,360 21,330

! This relates to capital securities issued by ABN AMRO Bark N.V.

Reconciliation to consolidated equity ABN AMRO Group N.V relates to capital securities issued by ABN AMRO Bank N.V.
which attribute to the economic value of the participation held by ABN AMRO Group N.V. and as such are incorporated in
the total equity of ABN AMRO Group N.V.
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Statement of changes in equity of ABN AMRBO Group NV

Other Total
Teserves  eompany
Share including equity Reconciliation to
Share premium legal relained ABNAMRO consolidated eguity
capital reserve reserves earnings  Group NV ABN AMRO Group N.V. Total
Equity
AT1 Capital attributable to other
{in millions} securiies’  non-controiling interests

Balance at | January 2017 240 12,970 77 3,941 17928 1,004 5 18,937
Total comprehensive income -287 2,685 2,298 53 18 2,469
Dividend -1,025 -1,025 2 -1,028
Paid interest on AT1 capital securities -43 -43
Increase/{decrease) of capital 993 993
Other changes in equity 2 2 2
Balance at 31 December 2017 924G 12.97¢ -210 5,603 18,303 2,007 20 21330
Impact of adepting IFRS 9 -319 -319 -319
Balance at § January 2018 240 12,979 ~210 5,284 18,984 2,007 20 21,01
Totat comprehensive income -7 1,742 1,726 79 29 1,854
Dividend 1,262 1,262 10 -1,872
Paid interest on AT1 capital securities 78 -78

Increase of capital
Other ch; i

' This relates to capital securities issued by ABN AMRO Bark N.V.

Legal reserves includes reserves such as the currency translation reserve, fair value reserve, non-distributable results
from participating interests, cash flow hedge reserve and unrealised gains on FVTPL items for which no frequent market
price is available, which are non-distributable reserves. Legal reserves also include revaluation reserves, which amount
to EUR 372 million negative as at 31 December 2018 (2017: EUR 310 million negative).

Total comprehensive income includes EUR 2,207 million in profits from participating interests {2017: EUR 2,727 million profit).

Total dividend paid out in 2018 was EUR 1,363 million {2017: 1,025 million). This consisted of the final dividend for 2017
of EUR 752 million and the interim dividend for 2018 of EUR 611 million {2017: EUR 811 millicn).

Participating inferests in group companies
ABN AMRO Group N.V. has one subsidiary, ABN AMRO Bank N.V.
ABN AMRO Group N.V. is the sole shareholder of ABN AMRO Bank N.V.

{in miltions}

Balance as at 1 January
Impact of adopting IFRS 9
Balance as at 1 January
Result from participating interests
Dividend upstream

Actuarial gains/{lesses) on defined benefit pension plans 15
Currency transiation 28
Available-for-sale

Fair value reserve -164
Cash flow hedge -243
Share of OCI of associates and joint ventures -137
Liability own credit risk reserve 20

Other comprehensive income

2018 2017
19,303
218
18,984 17928
2,207 2,721
-1,262 1,025
-8
198
-87
76
28
471 -323
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issued capital and reserves
At 31 December 2018, the authorised share capital of ABN AMRO Group N.V. amounted to EUR 4.7 billion, distributed
across 4,506,000,000 ordinary shares and 200,060,000 class B ordinary shares.

All shares have a nominai value of EUR 1.00 each and each share entitles the shareholder to one vote.

At 31 December 2018, capital issued by ABN AMRQ Group N.V. and paid-up comprised 940,000,001 ordinary shares
(EUR 240 million).

Issued guarantees

For a few group companies established in the Netherlands, general guarantees within the scope of Article 403, Book 2
of the Dutch Civil Code have been issued by ABN AMRO Group N.V. for an amount of EUR 183.8 billion {2017:

EUR 189.0 billion).

Gther infermation provides a list of the major subsidiaries and associated companies of ABN AMRQ Group N.V. for
which a general guarantee has been issued.

Profit appropriation
For more information, refer to note 11 Earnings per share and note 32 Equity attributable to shareholders of
ABN AMRO Group N.V. in the Consolidated Annual Financial Statements.

Paost balance sheet events
For more information, refer to note 37 Post balance sheet events in the Consolidated Annual Financial Statements.

Fiscal uniy
ABN AMRO Group N.V. forms a fiscal unity with several Dutch subsidiaries for corporate income tax purposes. All the
members of the fiscal unity are jointly and severally liable for the corporate income tax liabilities of the fiscal unity.

Authorisation of the Company Anneal Financial Statements
12 March 2019

Supervisory Beard

T. {Tom) de Swaan, Chairman

S. (Steven) ten Have, Vice-Chairman
A.C. {Arjen) Dorland

F.J. {Frederieke) Leeflang

J.M. (Annemieke) Roobeek

J.B.J. (Jurgen) Stegmann

J.S.T (Tjalling) Tiemstra

Executive Rosrd

C. {Kees) van Dijkhuizen, CEO and Chairman
C. (Clifford) Abrahams, CFO and Vice-Chairman
T.J.A.M. {Tanja) Cuppen, CRO

C.M. {Christian) Bornfeld, CI&TO
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Yo the shareholders and supewvisory board of ABN AMBO Group RV

Report on the audit of the financial statements 2018
included in the annual report

Gur opinten

We have audited the financial statements 2018 of

ABN AMRO Group N.V. (ABN AMRO or the Bank).

The financial statements include the consolidated financial

statements and the company financial statements.

In our opinion:
» The accompanying consolidated financial statements
give a true and fair view of the financial position of

ABN AMRO Group N.V. as at 31 December 2018 and of
its result and its cash flows for 2018 in accordance with

international Financial Reporting Standards as adopted
by the European Union (EU-IFRS) and with Part 9 of
Book 2 of the Dutch Civil Code

» The accompanying company financial statements

The company annual financial statements comprise:

&~ The company statement of financial position as at 31
December 2018

& The company income statement for 2018

&~ The notes comprising a summary of the accounting
policies and other explanatory information

fiasis for ouy apinion

We conducted our audit in accordance with Dutch law,
including the Dutch Standards on Auditing.

Our responsibitities under those standards are further
described in the "Our responsibilities for the audit of
the financial statements” section of our report.

We are independent of ABN AMRO Group N.V.
in accordance with the EU Regulation on specific
requirements regarding statutory audit of public-interest

fup ABSEng

entities, the Wet toezicht accountantsorganisaties

(Wta, Audit firms supervision act), the Verordening inzake
de onafhankelijkheid van accountants bij assurance-
opdrachten (ViO, Code of Ethics for Professional
Accountants, a regulation with respect to independence)
and other relevant independence regulations in the
Netherlands. Furthermore we have complied with the
Verordening gedrags- en beroepsregels accountants
(VGBA, Dutch Code of Ethics).

give a true and fair view of the financial position of
ABN AMRO Group N.V. as at 31 December 2018
and of its result for 2018 in accordance with Part 9
of Book 2 of the Dutch Civil Code

The consclidated annual financiat statements comprise:

» The consolidated statement of financial position as
at 31 December 2018

» The following statements for 2018: the consoclidated
income statement, the consclidated statements of
comprehensive income, changes in equity and cash
flows

» The notes comprising a summary of the significant
accounting policies and other explanatory information

We believe the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

i
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Materiality

EUR 150 mifion {(20%7: EUR 150 million}

5% of operating profit before taxation

We have also taken into account misstatements and/or
possipble misstatements that in our opinion are material for
the users of the financial statements for qualitative
reasons.

We agreed with the supervisory board that misstatements
in excess of EUR 75 million, which are identified during
the audit, would be reported to them, as well as smaller
misstatements that in our view must be reported on
qualitative grounds.

Scape of the group audit

ABN AMRO Group N.V. is at the head of a group of entities.
The financial information of this group is included in the
consolidated financial statements of ABN AMRO Group N.V.

Our group audit mainly focused on significant group entities
in France, Germany, the Netherlands and the United States
based on size and risk. We have performed full scope audit
procedures, specific scope audit procedures or review
scope audit procedures at those entities. We wers
responsible for the scope and direction of the audit
procedures and issued group instructions to all
components teams in scope. On a regular basis, we
interacted with the component teams during the various
stages of the audit. Based on our risk assessment, we
visited component locations in France, Germany and the
United States. We reviewed locat working papers and
conclusions and met with local management.

. A benchmark of 5% of operating profit before taxation is, based on our professionat judgment, an appropriate

quantitative indicator of materiality and it best reflects the financial perfermance of ABN AMRO Group N.V. In our

: planning phase we have set the initial planning materiality at EUR 150 mitlion. We reassessed the materiality based on
the 2018 operaling profit before taxation and concluded the initial planning materiality to be appropriate for the purpose

of the audit of the 2018 annua!l financial statements.

in total, the procedures above for entities in scope
cover approximately 91% of the group’s total assets and
approximately 93% of operating profit before taxation,
of which 87% respectively 82% for full scope entities.
For the remaining components we performed, amongst

=
other procedures, analyticat procedures to corroborate our fj’ :
assessment that there were no significant risks of material g i

3
o5

o3

misstatements within these components. All entities in
scope for group reporting are audited by EY.

By performing the procedures mentioned above at group
entities, together with additional procedures at group level,
we have been able 1o obtain sufficient and appropriate audit
evidence about the group’s financial information to provide
an opinion about the consolidated financial statements.

Gur key audit matters

Key audit matiers are those matters that, in our
professional judgment, were of most significance in our
audit of the financial statements. We have communicated
the key audit matiers to the supervisory board. The kay
audit matters are not a comprehensive reflection of all
matters discussed.

These matters were addressed in the context of our audit
of the financial statements as a whole and in forming our

opinion thereon, and we do not provide a separate opinion
on these matters.

SitalEg o
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- ECL calculations are probabifity-weighted estimates of the present value of cash shortfalls using models, applying scenarios, and which

' and note 20 Loans and advances customers to the annual financial statements. Related accounting poiicies and credit risk disciosures
. areincluded in the Risk, Funding and Capital section of the executive board report.

- the operating effectiveness of controls within these processes. Furthermore, we performed substantive and analytical procedures over

. Onarisk basis, we selected individual foans and performed detailed credit file reviews and assessed whether the bank correctly applied

260

ABN AMRO adopted IFRS 9 Financial instruments {hereafter: IFRS 9) as at 1 January 2018 and has applied the principles of FRS 9
retrogpactively from T January 2018 onwards. The total net impact on equity as at 1 Janvary 2018 amounts to EUR 319 million lower
carmying value, of which EUR 166 million refates to classification and measurement and EUR 153 milion relates to impairments.

At 31 December 2018, the impairment afiowance for foans and advances customers amounts to EUR 2.3 billion. impairment allowances
represent the bank’s best estimate of expected credit losses on the loans and advances customers at balance sheet date. They are
calculated based on the risk of default over different time horizons, depending on whether the credit risk of the borrower has increased
significantly since the exposure was first recognized. The loss allowance for those exposures that have not increased significantly in
credit risk {"stage 17 exposures) is based on 12-month expected credit losses {ECLs). The allowance for those exposures that have
suffered a significant increase in credit risk {"stage 2" and “stage 3" exposures} is based on lifetime ECLs. The ECL of stage 1 foan
portfolics, stage Z loan portfotios and stage 3 loan portfolios of a simifar nature and below a certain threshold are calculated coliectively.
The remaining stage 3 loan portfolios are caiculated individually.

approximate the impact of historical losses on the one hand and forward-looking developments on the other hand. There is a farge
increase in data inputs required for these models that have not been used previously for the preparation of accounting records, which
increases the risk of data inaccuracy and data incompleteness. The inputs to these models are amongst others based on historical loss
exXperience, macroeconomic variabies, credit conditions of the foan and eash flow projections with judgment applied to determine the
assumptions used to calculate the loan impairment allowance. Proxies and overlays are applied where data driven parameters or
calculations are not considered representative of the risk or conditions of the portfofio.

The bank's assessment of significant increase in credit risk, corect stage classification and the determination of the loan impairment
allowance is part of the risk estimation process, and reguires significant management judgment. As the loans and advances customers
and the associated foan impairment allowance are material to the bank’s balance sheet and income statement and given the related
estimation uncertainty on loan impairment allowances, we consider this a key audit matter.

The critical accounting estimates and judgments and loan impairment aflowance amounts are disclosed in note 1 Accourting policies

As ABN AMBO adopted #FBS 9 Financial Instruments as at 1 January 2018, we performed audit procedures on the opening balances to

- gain assurance on the transition from 1AS 39. This included evaluating the accounting interpretations for compliance with IFRS 9 and

testing the adjustments and disclesures made on the transition.

For the year-end loan impairment allowance, we have obtained an understanding of the loan origination process, the credit risk
management process and the estimation process of determining impairment aliowances for ioans and advances customers, and tested

data, models, impairment calcuiation and overlays.

For coliectively assessed loan impairment allowances, using models, we involved our modelling specialists to assess the modediing
methodology, chalienge the underlying assumptions and to independently reperform the calculation for material portfolios. The
appropriateness of the bank’s judgments was also assessed in respect of inputs and judgmental overfays. For macroeconomic variables,

aduplenet

. we compared data and assumptions used to external benchmarks, with the support of our intemal specialists. To verify data guality,

we tested the data used in the calculation by reconciling to source systems.

its credit risk policy.

in addition, we challenged the bank’s criteria used to allocate an asset to stage 1, 2 or 3in accordance with IFRS 9, tested assets in stage
1.2 and 3 to verify that they were allocated to the appropriate stage, assessed the scenarios applied and recalculated the impairment
amounts recorded. For certain arcas, assisted by our specialists, we assessed the assumptions, such as estimated future cash flows and
collateral valuations, underlying the foan impairment calculation. Caleulations based on a discounted cash flow model within our sample
were re-performed.

BIOUOUIL [Nty

Finally, we assessed whether the disclosures are in compliance with EU-FRS requirements.

Csitpumes

Based on our procedurss performed we consider the impairment aflowance for loans and advances customers to be reasonable.

The IFRS 8 transitional disclosure and the disclosures on loans and advances customers and loan impairment allowance are considered
adequate and appropriate and meet the requirements under EU4FRS.
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At 31 December 2018, the tota provisions amount to EUR 1.2 billion of which an amount of EUR 475 milfion refates to legat provisions
covering conduct and regulatory matters. An amount of EUR 294 miltion is provided for restructuring.

The continued increased regulatory scrutiny gives rise to a high leve! of judgment in determining appropriate provisions and disclosures.
ABN AMRO has to comply with applicable faws and requiations, including those in refation to client acceptance and payment transactions.

included in the legal provisions are amongst others the provision for SME derivatives related issues amounting to EUR 275 million. As part i £l :
of the other provisions of EUR 178 million, an amount of EUR 85 miltion is provided for in refation to the Know Your Client {KYC}and : :;?g i
=

transaction monitoring remediation programs.

¢ The restructuring provision is recorded for programs that are planned and controfled by the bank due to material changes in the scope
of certain business segments or the manner in which that business is conducted.

. These provisions are liabilities of uncertain timing or amount and require considerable judgment of the bank. Due to this high level
- of judgment and the significant amounts involved, we consider this a key audit matter.

. The critical accounting estimates and judgments and provision amounts are disciosed in note 1 Accounting policies and note 29 Provisions.

For the provisions recognized we assessed whether these provisions are reasonable and meet the bank’s accounting policies and other
{egal and regulatory requirements. We challenged the underlying assumptions and tested the data used.

. We have obtained an understanding of the entity Jevel controls and the legal and regulatory framework of the bank. Or a regular basis,
. we inguired with the Legal department and Comptiance department of the bank to understand and discuss existing and potentially new
. constructive and legal obfigations, and requlatory matters.

We examined the relevant reguiatory and fegat correspondence to assess deveiopments in regulatory findings and chservations.
We periodically met with the executive board members to understand the significant and potential obligations and challenged their views
based on our audit procedures performed, knowtedge of the bank and changes in the regulatory environment. We read the minutes of the
executive board and supervisory board and attended the risk and capital committee meetings throughout the year. In addition, we heid
regular bilateral meetings with the chairs of the supervisory board, audit committee and risk and capital committee. Furthermore, we
- obtained tegal letters from external fawyers to understand regulatory and fegal matters.

 infine with auditing standard 250, we performed an analysts of the shortcomings as identified by the Dutch Central Bank in the KYC
process and transaction monitoring process and the remediation thereon. We examined the tevel of provisioning, performed test of details
and assessed the assumptions and judgments made by the bank. Especially in the area of being compliant to the Anti-Money Laundering
and Counter Terrorism Financing Act, we involved our intermal speciakists. Possible outcomes were considered by us for material
. provisions to independently assess the reasonableness of the judgment applied by the bank.

Finaily, we assessed the completeness and accuracy of the disclosures refated to provisions and whether these disclosures are in
compiiance with EU-IFRS requirements.

Based on our procedurss performed we consider the provisions to be reasonable.

The disclosure on provisions is considered adeguate and appropriate and mests the requirements under EU-FRS.

The bank is highly dependent on the refiabifity and the continuity of electronic data processing due to the significant number of transactions
that are processed daly. External reporting and the increased granularity of financial and nen-financial data are also important to
stakeholders. An adequate IT infrastructure ensures the refiability and continuity of the bank’s business processes and financial reporting.
The bank continuously makes investments ta further improve the {T environment and iT systems. The audit approach refies on automated
controis and therefore on the effectiveness of controls over iT systems. We identified and reported that access management contrals for
certain applications in the financial reporting process requires improvement. The bank implemented several remediation activities to
reduce the risk over access management in the financial reporting process. As the refiability and continuity of the IT systems may have an
impact on autemated data processing, and due to the pervasive nature of IT general contrels, we consider this a key audit matter.

i
)

A summary of technology and the IT envirenment is included in the Nen-financial review section in the executive board report.

SiTalasTeL

© 1T general controls related to access management and change management and application controls were tested over automated data
- processing systems, operating systems and data bases, where we refied upon for financial reporting.

in some areas we performed additional procedures on access management for the refated systems.

We also assessed the reliabiiity and continuity of the IT environment and the possible impact of changes during the year either from
ongoing internal restructuring initiatives or to meet external reporting requirements. In addition, our audit procedures consisted of
assessing the developments in the IT infrastructure and analyzing the impact on the IT organization. We assessed the reliability and
continuity of automated data processing only to the extent necessary within the scope of the audit of the annual financial statements.

For the audit of the annua financial statements we found the reliability and continuity of the automated data processing
systems adequate.

‘aliservations’

07.11.2020 kl 07:52 Brgnngysundregistrene Side 267 av 295



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

in the 2017 auditor’s report, “suspense accounts”™ was
identified as key audit matter. We considered the impact
lower compared to prior year, as such, we have no longer
included this item as & key audit matter.

Report on other information included
in the annual report
In addition to the financial statements and our auditor’s
report thereon, the annuat report contains other
information that consists of:
» The executive board report
» The report of the supervisory board
» Other information as required by Part 9 of Book 2
of the Dutch Civil Code

Based on the following procedures performed,

we conclude that the other information:

» s consistent with the financial statements and does
not contain material misstatements

» Contains the information as required by Part 9 of
Book 2 of the Dutch Civil Code

We have read the other information. Based on our
knowledge and understanding obtained through our

audit of the financial statements or otherwise, we have
considered whether the other information contains
material misstatements. By performing these procedures,
we comply with the requirements of Part 9 of Book 2 of
the Dutch Civil Code and the Dutch Standard 720. The
scope of the procedures performed is substantially less
than the scope of those performed in our audit of the
financial statements.

Management is responsible for the preparation of the
other information, including the exscutive board's report in
accordance with Part 9 of Book 2 of the Dutch Civil Code
and other information required by Part 9 of Book 2 of the
Dutch Civil Code.

Report on other legal and regulatory requirements
Engagement

We were engaged by the supervisory board as auditor of
ABN AMRO Group N.V. on 11 September 2015, as of the
audit for the year 2016 and have operated as statutory
auditor since that date.

Ko prohibited non-audit services

We have not provided prohibited non-audit services as
referred to in Article 5(1) of the EU Regulation on specific
requirements regarding statutery audit of public-interest
entities, with one exception.

During 2018, an EY tax team in the Netherlands, not
involved in the audit of the financial statements 2018,
conducted a non-audit services engagement at the
request of, and for, a small entity newly acquired by

ABN AMRO. The contractual fee was less than 0.06%

262

of EY's audit fees for the consolidated financial statements
2018. As these non-audit services are non-permissible
under the Dutch independence rules, we immediately
terminated this engagement upon identification and
consuited with the audit commitiee and reported the
incident to the Dutch regulator. Due 1o the nature and
limited size of the engagement we concluded that our
independence was not compromised, to which the

audit committee agreed with and the Dutch regulator

has not objected.

g f\ﬁé‘i

Description of responsibilities

for the financial statements

Responsibilities of management and the supsrvisery
beard for the financial statements

Management is responsible for the preparation and fair
presentation of the financial statements in accordance with
EU-IFRS and Part 9 of Bock 2 of the Dutch Civil Code.
Furthermere, management is responsible for such internal
controf as management determines is necessary to enable
the preparation of the financial statements that are free
from material misstatement, whether due to fraud or error.

As part of the preparation of the financial statements,
management is responsible for assessing the company’s
ability to continue as a going concern. Based on the
financial reporting frameworks mentioned, management
should prepare the financial statements using the going
concern basis of accounting unless management either
intends to liquidate the company or to cease operations,
or has no realistic alternative but to do so. Management
should disclose events and circumstances that may cast
significant doubt on the company's ability 1o continue as
a going concern in the financial statements.

The supervisory board is responsible for overseeing the
company’s financial reporting process.

ur respenaibilities for the audit of the financial
slatements

Qur objective is to plan and perform the audit engagement
in a manner that allows us to obtain sufficient and
appropriate audit evidence for our cpinion.

Our audit has been performed with a high, but not
absolute, level of assurance, which means we may not
detect all material errors and fraud during our audit.

Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate,
they could reasonably be expected to influence the
economic decisions of users taken on the basis of these
financial statements. The materiality affects the nature,
timing and extent of our audit procedures and the
evaluation of the effect of identified misstatements

on our opinion.
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We have exercised professional judgment and have
maintained professional skepticism throughout the audit,
in accordance with Dutch Standards on Auditing, ethical
requirements and independence requirements. Our audit
included among others:

» ldentifying and assessing the risks of material
misstatement of the financial statements, whether
due to fraud or error, designing and performing audit
procedures responsive to those risks, and obtaining
audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher
than for one resulting frem error,

» as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of
internal controt

& Obtaining an understanding of internal control relevant
to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness
of the company’s internal control

» Evaluating the appropriateness of accounting policies
used and the reascnablenass of accounting estimates
and related disclosures made by management

» Concluding on the approprigteness of management’s
use of the going concern basis of accounting, and
based on the audit evidence obtained, whether
a material uncertainty exists related to events or
conditions that may cast significant doubt on the
company’s ability to continue as a going concern.

» If we conclude that a material uncertainty exists, we
are required to draw atiention in our auditor's report
to the related disclosures in the financial statements
or, if such disclosures are inadequate,

» o modify our opinion. Qur conclusions are based
on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions
may cause a company to cease to continue as a going
concern

» Evaluating the overall presentation, structure and
content of the Tinancial statements, inciuding the
disclosures

» Evaluating whether the financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation

Because we are ultimately responsible for the opinion,
we are also responsible Tor directing, supervising and
performing the group audit. In this respect we have
determined the nature and extent of the audit procedures
to be carried out for group entities. Decisive were the size
and/or the risk profile of the group entities or operations.
On this basis, we selected group entities for which an
audit or review had 1o be carried out on the complete

set of financial information or specific items.

We communicate with the supervisory board regarding,
among other matters, the planned scope and timing of
the audit and significant audit findings, including any
significant findings in internal control that we identify
during our audit. in this respect we also submit an
additional report to the audit committee in accordance
with Article 11 of the EU Regulation on spacific
requirements regarding statutory audit of public-interest
entities. The information included in this additional report
is consistent with our audit opinion i this auditor's report.

We provide the supervisory board with a statement that
we have complied with relevant ethical requirements
regarding independence, and to communicate with them
all relationships and other matters that may reasonably
be thought to bear on our independence, and whare
applicable, related safeguards.

From the matters communicated with the supervisory
board, we determine the key audit matters: those matters
that were of most significance in the audit of the financial
statements. We describe thase matters in our auditor's
report unless law or regulation preciudes public disclosure
about the matter or when, in extremely rare circumstances,
not communicating the matter is in the public interest.

Amsterdam, 12 March 2019

Ernst & Young Accountants LLP
signed by W.J. Smit

S
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Major subsidiaries and participating interests
The foliowing table shows the branches, major subsidiaries and participating interests at 31 December 2018.

Subsidiary

ABN AMRO Bank N.V.

Percentage of interest

Location

Amsterdam, The Netherlands

264

Retail Banking

ABN AMRO Assuradeuren B.V. 49%  Zwolle, The Netherands

ABN AMRO Digital Impact Fund B.V. Amsterdam, The Netherlznds

ABN AMRO Hypotheken Groep BV Amersfoart, The Netherlands

ABN AMRO LevensvarzekeringNV. o 49% . Zwéuﬂe, Tul.w.e N.eih.é.rEan.ds ...........

ABN AMRO Pensioeninstelling N.V. Amsterdam, The Netherlands

ABN AMRO Schadeverzekering N.V. £3%  Zwolle, The Netherlands

ABN AMRO Verzekeringen B.V. £9% Zwalle, The Netherlands

Advance Finance B.W! Bunnik, The Netherlands

ALFAM Holding NV Bunnik, The Netherlands

Nationale-Nederlanden ABN AMRO Verzekeringen Holding BV 49%  Zwelle, The Netherlands

Alpha Credit Nederland B.V! Bunnik, The Netherlands

Lredivance NV! Bunnik, The Netherlands

DEFAMI BV Bunnik, The Netherlands

International Card Services B.V.! Diemen, The Netherlands

Monayou B.V! Amsterdam, The Netherlands

Maneyou Kredieten BV Amsterdam, The Netherlands

Commercial Banking

ABN AMRQ Asset Based Finance NV.'-2 Utrecht, The Netherlands

ABN AMRO Commercial Finance S.A. Paris, France

ABN AMRO Groenbank B.V.! Amsterdam, The Netherlands

European Merchant Services B.V. £8%  Amsterdam, The Netheriands

New.iﬂ BV Amsterdam, The Netherlands

Private Bankhng

ABN AMRO Sacial Impactfund B.V. Amsterdam, The Netherlands

ABN AMRO {Channel Islands) Lid " StPeter Por; Guernsey, Chamnel istands

ABN AMRO Investment Sofutions S.A. 99.5%  Paris, France

Banque Neuflize 0BL S.A. 99.9%  Paris, France

Bethmann Bank A.G. Frankfurt am Main, Germany

Bethmann Liegenschafts K.6. 50%  Frankfurtam Main, Germany

Cafiloisirs S.A. 46%  Paris, France i
IFCIC S.A. 15.2%  Paris, France e
Neuflize Vie S.A. 6%  Paris, France s
Praspery GmaH Frankfurt am Main, Germany éﬂ
Corporate & lastitutional Banking . §
ABN AMRO Acquisitian Finance Holding B.V. Amsterdam, The Netherlands o
ABN AMRO Capitat USA LLC New York, USA : ET)}
ABN AMRO Clearing Bank N.V.! Amsterdam, The Netherlands : @

ABN AMRAQ Clearing Chicaga LLE
ABN AMRQ Clearing Hong Xang Lid

Chicago, USA

Hang Kong, Ching

ABN AMRQ Clearing lnvestments B.V.

Amsterdam, The Netherlands

ABN AMRAO Clearing London Lid

London, United Kingdom

ABN AMRO Clearing Singapore Pte Lid

Singapore, Singapore

ABN AMRQ Clearing Sydney Nominees Pty Ltd

Sydney, Australia

ABN AMRO Clearing Sydney Pty Lid

Sydney, Australia

ABN AMRO Clearing Tokyo o Lid

Tokyo, Japan

ABN AMRO Effecten Compagnie B.V!

Amsterdam, The Netherlands
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Subsidiary

ABN AMRQ Energy Transition Fund B.V.
ABN AMRQ Hoidings USA LLC

ABN AMRO lovestment Holding BV
ABN AMRO Jonge Bedrijven Fands B.V.'
ABN AMRQ Participaties NPE Fund BV
ABN AMRO Securities (USA) LLE

Banca ABN AMRO S.A.

European Central Counterparty N.V.
Franx B.V.

Maas Capital Investments B.V.

Maas Capital Offshare B.V.

Maas Capital Shipping B.V.

Principal Finance Investments Holding BV

Group functions

ABN AMRO Arbo Services BV

ABN AMRO Captive N.V!

ABN AMRO Funding USA LLC

Currence Halding B.V.

ecguen”sWarldliné'S.E.

Geldservice Nedertand B.V.

Nederlandse Financieringsmij voor Ontwikkelingslanden N.V.
Stater NV,

Stater Nederland B.V.

Branches/Representative Biflees

ABN AMRO Asset Based Finance NV, (UK} Branch'-2
ABN AMRQ Asset Based Finance N.V,, Branch Deutschiand'
ABN AMRQ Bank N.V. (Betgium} Branch

ABN AMRQ Bank N.V. (Hong Kang} Branch

ABN AMRO Bank N.V. (Norway) Branch

ABN AMRO Bank N.V. (Singapare) Branch

ABN AMRO Bank N.V. (UAE/DIFC} Branch

ABN AMRO Bank N.V. (UK} Branch

ABN AMRO Bank N.V. {Greece) Branch

ABN AMRO Bank N.V. {Frankfurt) Branch

ABN AMRQ Bank N.V. (Shanghai} Branch

ABN AMRO Bank N.V., Sydney Branch

ABN AMRO Bank N.V. Representative Office (Dubai Multi Commadities Centre}

ABN AMRO Bank N.V. 'Re'pres'emalive Office Moscow
ABN AMRO Bank N.V. Representative Office New York
ABN AMRQO Clearing Bank N.V. (Singapore) Branch
ABN AMRQ Clearing Bank N.V. (UK} Branch

ABN AMRO Hypotheken Groep B.V. Branch Germany'
International Card Services B.V. Branch Deutschland!

Percentage of inferest

Locatien

Rotterdam, The Netherlands

265

New York,

New York, USA

S0 Paulo, Brazil

20%

Amsterdam, The Netherlands

Amsterdam, The Netherlands

Rotterdam, The Netherlands

Amsterdam, The Netherlands

Amsterdam, The Netherlands

Amsterdam, The Netherlands

Amsterdam, The Netherlands

Amsterdam, The Netherlands

" New York, US

35%

%

Amsterdam, The Netherlands
Utrechy, The Netherlands

33%
20%

Amsterdam, The Netherlands
Den Haag, Fhe Netherlands

Amersfoort, The Netherlands
Amersfoort, The Netherlands

London, United Kingdom

Frankfurt am Main, Germany

Berchem, Belgium

Hong Kong, China

Oslo, Norway

Singapore, Singapore

Dabad, United Arabic Emirates

London, United Kingdom

Athens, Breece

Frankfurt sm Main, Germany

Shanghai, China

Sydney, Australia

Dubai, United Arabic Emirates
Woscow, Russia

New York, USA
Singapore, Singapore

London, United Kingdom

Bonn, Germany

sinalugie

Disseldorf, Germany

! A statement of liability within the meaning of Articie 403, subsection 1, paragraph f, Book 2 of the Dutch Civil Code has been issued for these companies.

? On 1 January 2018, subsidiary is legally merged with and into ABN AMRG Asset Based Finance N.V.

The interest is 100%, unless stated otherwise.

The full list of participating interasts as referred
to in Article 414, Book 2 of the Dutch Civil Code
has been filed with the Trade Register.
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Provisions of the Articles of Association concerniag

profit appropriation

The provisions regarding the reservation and distribution
of profits are included in Article 10 of the Articles of
Association. In accordance with the reserve and dividend
policy and subject to approval by the Supervisory Board,
the Executive Board proposes to the General Meeting of
Shareholders which part of the profit is to be reserved.
The remainder of the profit will be at the free disposat
of the General Meeting of Sharehclders, pursuant to a
proposal to this end by the Executive Board, subject to
approval by the Supervisory Board.

From 2018 onwards, the ABN AMRO dividend payout
policy has been set at 50% of net sustainable profit
attributable to owners of the parent company excluding
exceptional items that significantly distort profitability.
Additional distributions, which can either be special
dividends or share buy-backs (subject tc regulatory
approval), will be considered if capital is within or above
the target range and will be subject 1o other
circumstances, including regulatory and commercial
considerations. The combined distribution wil be at least
50% of net sustainable profit. Please refer to the Capital
chapter for more information on ABN AMRO's dividend
policy.

Fiscal unity

ABN AMRO Group N.V. forms a fiscal unity with several
Dutch subsidiaries for corporate income tax purposes. All
members of the fiscal unity are jointly and severally liable
for the corporate income tax liabilities of the fiscal unity.

Any distribution of dividend remains discretionary, and
deviations from the above policy may be proposed by
ABN AMRO.

gopus Mgieng ool
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The Group has included in this Annual Report and may
from time to time make certain statements in its public

filings, press releases or other public statements that may

constitute forward-looking statements’ within

the meaning of the safe-harbour provisions of the United
States Private Securities Litigation Reform Act of 1995.
This includes, without limitation, such statements that

include the words ‘expect’, 'estimate’, ‘project’, ‘anticipate’,

‘should’, ‘intend’, ‘plan’, "aim’, “desire’, 'strive’, "probability’,
‘risk’, ‘Value-at-Risk’ {'VaR"), "target’, 'goal’, ‘objective’,
‘will’, "'endeavour’, ‘outlook’, ‘optimistic’, ‘prospects’ and
similar expressions or variations on such expressions.

In particular, this document includes forward-looking
statements relating, but not limited, to ABN AMROQ’s
potential exposures to various types of operational, credit
and market risk, such as counterparty risk, interest rate
risk, foreign exchange rate risk and commodity and equity
price risk. Such statements are subject to risks and
uncertainties. These forward-looking statements are not
historical Tacts and represent only ABN AMRO's beliefs
regarding future events, many of which by their nature
are inherently uncertain and beyond the bank’s control.

Other factors that could cause actual results to differ

materially from those anticipated by the forward-looking

statements contained in this document include, but are
not limited to:

» The extent and nature of future developments and
continued volatility in the credit and financial markets
and their impact on the financial industry in general
and ABN AMRQ in particular;

» The effect on ABN AMRO's capitat of write-downs
in respect of credit and other risk exposures;

& Risks relating to ABN AMRO's stock-exchange listing;

» Risks related to ABN AMRO's corporate transactions
(e.g. merger, separation and integration process);

» General economic, social and political conditions
in the Netherlands and in other countries in which
ABN AMRO has significant business activities,
investments or other exposures, including the impact
of recessionary economic conditions on ABN AMRO's
performance, liquidity and financial position;

v ¥ v Y %

7

Macroeconomic and geopalitical risks;

Reductions in ABN AMRQ's credit ratings;

Actions taken by the European Commission,
governments and their agencies to support individual
banks and the banking system;

Monetary and interest rate policies of the ECB and G20
central banks;

inflation or deflation;

Unanticipated turbulence in interest rates, foreign
currency exchange rates, commodity prices and equity
prices;

Liquidity risks and related market risk losses;

Potential losses associated with an increase in the
level of substandard loans or non-performance by
counterparties to other types of financial instruments,
including systemic risk;

Changes in Dutch and foreign laws, regulations, policies
and taxes;

Changes in competition and pricing environments;
inability to hedge certain risks economically;

Adequacy of loss reserves and impairment allowances;
Technclogical changes;

Changes in consumer spending, investment and saving
habits;

Effective capital and liquidity management;

& The success of ABN AMRO in managing the risks

involved in the foregoing.

The forward-looking statements made in this Annual
Report are only applicable as from the date of publication
of this document. ABN AMRO does not intend to publicty
update or revise these forward-locking statements to
reflect events or circumstances after the date of this
report, and ABN AMRO does nct assume any
responsibility to do so. The readar shoutd, however, take
into account any further disciosures of a forward-looking
nature that ABN AMRO may make in ABN AMRO’s interim
reports.

267
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ABN AMRO Investor Relations

investorrelations@nl.abnamro.com
+31 206282 282

ABN AMRO Press (ffice

pressrefations@ni.abnamro.com
+31 206288 900

gopus Mgieng ool

ABN AMRO Group NV,
Gustav Mahlerlaan 10
1082 PP Amstardam
The Netherlands

#ailing address
PO. Box 283

1060 EA Amsterdam
The Netherlands

fnternet

abnamro.com (corporate website in English)
abnamro.nl (client website in Dutch)
abnamro.nl/en (client website in English)
abnamro.comyannualreport

Information on our websites does not form part of this
Annual Report, unless expressly stated otharwise.
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INDIPENDENT AUDITOR™S REPORT
To general assembiy of Maas Capital Offshore (Norway) AS

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Maas Capitat Offshore (Norway} A5, showing a ioss of
NOK 29.421.724 . The financial statements which comprise the balance sheet as at 31. December
20118, the statement of income, statement of changes in equity, statement of cash flows for the year
then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In cur opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of Maas Capital Offshore (Norway) AS at 31. December 2018, and of its financial
performance and its cash flows for the year then ended in accordance with the International Financial
Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, included International Standards on Auditing (ISAs}. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company as
required by laws and regulations, and we have fulfilled our other ethical responsibilities in accordance
with these requitements. We believe that the audit evidence we have obtained is sufficient and
appropriate {0 provide a basis for our opinion.

Other Information

Management is responsible for the other information. The other information comprises the information
included in the board of directors report, but does not include the financial statements and our
auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

in conpection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears w be materially
misstated.

If, based on the work we have performed. we conclude that there is a material misstatement of this
other information, we are required to report that fact, We have nothing to report in this regard

Responsibilities of the Board of Directors for the Financial Statements

The Board of Directors (the management) are responsible for the preparation and fair presentation of
the financial statements in accordance with International Financial Reporting Standards as adopted by
ELl, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.
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in preparing the financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or
to cease operations, or has no rgalistic alternative but to de so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement. whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reascnable assurance is a high level of assurance, but is not 2 guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accordance with 1SAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:
e dentify and assess the risks of material misstatement of the financial statements, whether due
10 fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as {raud may involve collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention 1 our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Qur conclusions are based on the
audit evidence obtained-up to the date of our auditor’s report. However, future events or
conditions may cause the Company to cease (o continue as a going concern.

¢ Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events i a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements
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Opinion on Registration and Documeniation

Based our audit of the financial statements as deseribed above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Lngagements
{(1SAE) 3000, «Assurance Engagements Other than Audits or Reviews of Historical Financial
Informationy, it is our opinion that management has fulfilled its duty to produce a proper and clearly
set out registration and documentation of the Company’s accounting information in accordance with
the law and bookkeeping standards and practices generally accepted in Norway,

Lillestrom, June 4, 2019
Robert Ley Revjisjoﬁd A8

Robert Ler
State authorized Public Accountant
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Annual Accounts 2018
Maas Capital Offshore (Norway) AS

Org.no.: 913 315 340

Prepard by:
NRP Procurator gL
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Maas Capital Offshore (Norway) AS

DIRECTORS' REPORT 2018

Cperation and location

Maas Capital Offshore (Norway) AS objective is investment in offshore business by the purchase and sales
of company shares and/or purchase and sales of assets, rights and liabilities connected to such business
and all business incidentals or related to each of the foregoing, hereunder to grant loans and provide
security in connection with such offshore business. The company is focated in Oslo.

Going concern

The annual accounts for 2018 are presented under the going concern assumption. In the Board's opinion,
no events have occurred after the balance sheet date that could be of significance to the overall view of
the company, and which is not presented in the financial statements.

True and fair view of business affairs and results
The company had in 2018 a result on NOK -29 421 724 against 2017 a result NOK -35 822 303.

The Board has assessed the situation and expects that the result will vary depending on the development
in the offshore/oil marked.

Total assets at 31 December amounted to NOK 220 758 761 against NOK 247 332 053 in 2017.

Total non-current assets amounted to NOK 215 282 743 against NOK 243 061 747 in 2017.

The bank reserves amounted to NOK 1 565 175 against NOK 24 305 in 2017.

The total book equity amounted ta NOK 220 704 818 against NOK 245 725 477 in 2017.

The total book equity amounted to NOK 220 758 761 and 31 December 2017 it was NOK 247 332 053.

The Board has assessed the situation and expects that results of the company will be more positive in the
long term. Beyond that shown by the annual accounts, the Board knows of nothing that could be of
interest for a true and fair assessment of the company.

Working environment, equal opportunity and discrimination

The board considers that its unnecessary to comment the working environment since the company has no
employees. Thus no special measures have been implemented in this connection. The Board has two male
members but nevertheless considers it unnecessary to take any special initiatives as regards gender parity.

Corporate governance
The board are committed to maintaining high ethical standards and work for good corporate governance.
The company believes that good corporate governance helps to build confidence among shareholders and
thereby contributing to best possible value creation over time. The company has only one class of shares
and all have equal rights. The Board is of the opinion that the company follows the recommendations of
corporate governance.

Corporate social responsibility

The board and management of the company have implemented guidelines on values and ethics. The
objective is to create a sound corporate culture and preserve the integrity of the company by practice good
business standards.

Environment reporting
Maas Capital Offshore (Norway) AS does not carry on activity that poliutes the external enviranment more
than is normal for this type of activity.
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Research and development activities
Maas Capital Offshore {Norway) AS has no expenses related to research and development activities.

Risk

The company's financial risk include liquidity risk, currency risk and interest risk which are discussed in
greater detail in note 11 to the annual financial statements. The most prominent financial risk is considered
to be return on investments and currency risk.

Oslo, 04.06.2019
The board of Maas Capital Offshore (Norway) AS

Geir Sandvik Mark Norman Ras
member of the board chairman of the board
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Profit and loss account

Cperating income and expenses

Personnel expenses
Other operating expenses
Total operating expenses

Net operating profit / loss

Financial income and expenses

Income from subsidiaries

Interest income from group companies
Other interest income

Currency gain

Financial income

Write-downs of long-term investments
Interest expense to group companies
Other interest expenses

Currency foss

Financial expenses

Net financial income / expenses
Operating result before tax

Crdinary result after tax

Net Income / loss

Result disposal

Loss brought forward
Net brought forward

Note 2018 2017
3 38 754 38794
3,4 446 836 2321395
485 630 270933

-485 630 -270 933

0 1300 000

0 336175

286 494

1022 480 12 807

1022766 1649 476

29905 525 36426481

38 145 15205

991 0

14 199 755160

29 958 860 37 200 846

-28 936 094 -35551 370
-29421724 -35 822 303

-29421 724 -35822303

-29 421724 -35822303
29421724 35822 303
29421724 35822303

Maas Capital Offshare (Norway)} AS Org.nr. 913 315340
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Balance sheet

Assets

Fixed assets

Financial fixed assets
Investments in subsidiaries

Total financial fixed assets

Total fixed assets

Current assets

Debtors

Receivables group companies
Other short-term receivables
Total receivables

Bank deposit
Bank depaosit
Total bank deposits

Total current assets

Total assets

Note

56

2018 2017
215282 743 243 061 747
215282 743 243 061 747
215282 743 243 061 747

3 500 000 4246 000
10 843 0
3910843 4246 000
1565175 24305
1565175 24 305
5476018 4270 305
220758 761 247 332 053

Maas Capital Offshare (Norway)} AS

Org.nr. 913 315 340

Arsregnskap 2018
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Balance sheet

Equity and liabilities
Equity

Paid-up equity

Share capital

Share premium reserve
Total paid-up equity

Retained earnings
Uncovered toss

Total retained earnings

Total equity

Liabilities

Current debt

Liability group companies
Accounts payable

Public duties payable
Total current debt

Total liabilities

Total equity and liabilities

Oslo, 04.06.2019

Note 2018 2017
8 10 850 000 10 800 000
310098 633 305 787 568

320988 633 316 587 568

-100 283 815 -70862 091

-100 283 815 -70 862 091

220704 818 245 725 477

7 0 1308 260
7 53943 15720
7 0 281 596
53 943 1606 576

53 943 1606 576

220758 761 247 332 053

The board of Maas Capital Offshore {Norway) AS

Geir Sandvik
member of the board

Mark Norman Ras
chairman of the board

Maas Capital Offshare (Norway)} AS

Org.nr. 913 315 340

Arsregnskap 2018
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indirect cash flow

Maas Capital Offshore (Norway) AS

Note 2018 2017
Cash flows from operating activities
Profit/loss before tax -29421724 -35 822 303
Impairment of fixed assets 29 905525 36426 481
Change in accounts payable 38 223 -29 027
Effect of exchange rate fluctuations -1008282 746 352
Change in other accrual items -247 417 32799 155
Net cash flows from operating activities -733 675 34 120 655
Cash flows from investment activities
Proceeds from sale of shares and participations in othe 19 397 479 96 283 090
Payments to buy shares and participations in other con -21 524 000 -46 250 000
Net cash flows from investment activities -2126521 50 033 050
Cash flows from financing activities
Proceeds from equity 22 403 525 0
Repayments of equity -18 002 460 -91 524 580
Net cash flows frem financing activities 4 401 065 -91 524 550
Net change in cash and cash equivalents 1540 869 -7 370841
Cash and cash equivalents at the start of the period 24 305 7 385 146
Cash and cash equivalents at the end of the period 1565175 24 305
Maas Capital Offshore {Norway} AS Page7

07.11.2020 kl 07:52

Brgnngysundregistrene

Side 285 av 295



- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

Maas Capital Offshore (Norway) AS

Statement of changes in equity

Share capital Share premium Retained earnings Total equity
Equity capital 31.12.2016 10 800 000 397 312158 -35 039 789 373072 369
Repayment of share premium -91 524 530 -91 524 590
Net profit{loss) -35 822 303 -35 822 303
Equity capital 31.12.2017 10 800 000 305 787 568 -70 862 091 245725 477
Capital increase 90 000 22 313 525 22 403 525
Repayment of share premium -18 002 460 -18 002 460
Net profit{loss) -29421724 -29421724
Equity capital 31.12.2018 10 890 000 310098 633 -100 283 815 220704 818
Maas Capital Offshore {Norway} AS Org.no. 913 315 340 Annual accounts 2018
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Notes

Company information

The company is a Norwegian limited company. The company's office is in Haakon Vils gate 1, NO-0163
Oslo, Norway. The company is a subsidiary and is not obliged to prepare consolidated accounts, cf. § 3-7,
first paragraph, of the Accounting Act. The company is consolidated into the consolidated financiat
statements of ABN AMRQ Group N.V. in Amsterdam, Netherlands.

Principal activities

The company objective is investment in offshore business by the purchase and sales of company shares
and/or purchase and sales of assets, rights and liabilities connected to such business and all business
incidentals or related to each of the foregoing, hereunder to grant loans and provide security in connection
with such offshore business.

Note 1 Accounting principles

Basis of preparation

The financial statements of the Company have been prepared in accordance with international Financial
Reporting Standards (IFRS), as adopted by the European Union (EU), and the requirements of the
Norwegian Companies Law.

As of the date of the authorization of the financial statements, all International Financial Reporting
Standards issued by the International Accounting Standards Board ({ASB) that are effective as of 1 January
2018 and relevant to the Company have been adopted by the EU through the endorsement procedure
established by the European Commission.

The financial statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates and requires management to exercise its judgment in the process of applying the
Company's accounting policies. There are no areas involving a higher degree of judgment or complexity, or
areas where assumptions and estimates are significant to the financial statements.

Principals for revenue
Revenue is recognized when it is likely that transactions will generate future economic benefits that will
accrue to the company, and when the amount and size can be estimated reliably.

Dividend is measured in the statement of comprehensive income when the shareholders’ right to receive
dividend has been determined by the general meeting.

Borrowing costs

Borrowing costs are measured in the statement of comprehensive income when they arise. Borrowing
costs are capitalized to the extent that they are directly related to the purchase, construction or production
of a non-current asset.

Trade and other payables

Trade and other payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Trade and other payables are classified as current liabilities if
payment is due within one year or less {or in the normal operating cycle of the business if longer). If not,
they are presented as non-current liabilities.

Trade and other payables are recognized initially at fair value and subsequently measured at amortized
cost using the effective interest method.

Maas Capital Offshore {Norway} AS Org.no. 913 315 340 Annual accounts 2018

07.11.2020 kl 07:52 Brgnngysundregistrene Side 287 av 295



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 913315340

Maas Capital Offshore (Norway) AS
Notes

Cash and cash equivalents

Cash includes cash in hand and at bank. Cash equivalents are short-term liquid investments that can be
immediately converted into a known amount of cash and have a maximum term to maturity of three
months.

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets at fair value through profit or ioss,
loans and receivables, held-to-maturity investments, available-for-sale financial assets, or as derivatives
designated as hedging instruments in an effective hedge, as appropriate. All financial assets are recognized
initially at fair value plus, in the case of financial assets not recorded at fair value through profit or loss,
transaction costs that are attributable to the acquisition of the financial asset.

The company's financial assets comprise primarily of fair value through profit or loss, other receivables and
cash at bank.

Impairment of assets

An assessment of impairment ioss on other assets is made when there is an indication of fall in value.
Independent on whether there are indications of a fall in value, goodwill shall be tested annually against
the recoverable amount. if an asset's carrying amount is greater than the recoverable amount, an
impairment loss will be recognized in the income statement. The recoverable amount is the greater of the
net sales price and the discounted cash flow from continued use. The net sales price is the amount that can
be obtained on sale to an independent third party minus sales costs. The recoverable amount is stipulated
separately for all assets, but if this is not possible, together with the unit to which the asset belongs. With
the exception of goodwill, impairment loss recognized in the income statement in previous periods will be
reversed when information exists to indicate that the impairment is no longer necessary or that the need is
no longer as great. Impairment as a resutlt of falls in value are only reversed insofar as the carrying amount
of the asset does not exceed the carrying amount that would have been stipulated net after depreciation
or amortization if no loss as a result of a fall in value had been recognized previously. The reversal of
previous impairment loss is recognized when a reduced need for impairment can be related to an event
after the impairment loss has been recognized. An increase in the carrying amount is only recognized
insofar as it does not exceed what the amortized cost would have been if the impairment had not been
made.

Investment in associates

The company has investments in associates. Associates are entities over which the company has significant
influence, but not control over the financial and operating management. Associates are accounted for
using the equity method from the date when significant influence is achieved until such influence ceases.
Investments in associates are initially recognized at cost. The carrying amount of the investment is adjusted
to recognize changes in the company's share of net assets of the associate since the acquisition date.
Goodwill relating to the associate is included in the carrying amount of the investment and is not tested for
impairment individually.

The statement of profit or loss reflects the company's share of the results of operations of the associate.
Any change in OC! of those investees is presented as part of the company’s. In addition, when there has
been a change recognized directly in the equity of the associate, the company recognizes its share of any
changes, when applicable, in the statement of changes in equity. Unrealized gains and losses resulting from
transactions between the company and the associate are eliminated to the extent of the interest in the
associate. If there are indication of that the investment in the associate is impaired, the company will
perform an impairment test of the carrying amount of the investment. Any impairment losses are
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recognized as share of profit of an associate in the statement of profit or loss. If the company's share of the
loss surpass the carrying amount of the associate, the carrying amount is set to zero and further loss is not
recognized unless the company has an obligation to make up for the loss. Upon loss of significant influence
over the associate, and as such the equity method ceases, the company measures and recognizes any
retained investment at its fair value. It will not be performed a new measurement of remaining ownership
interests if the equity method is still applicable, for example by transition from an associate to a joint
venture.

Dividend distribution

Dividend distribution to the Company's shareholders is recognized as a liability in the financial statements
in the year in which the dividends are appropriately authorized and are no longer at the discretion of the
Company. More specifically, interim dividends are recognized as a liability in the period in which these are
authorized by the Board of Directors and in the case of final dividends, these are recognized in the period
in which these are approved by the Company's shareholders.

Foreign exchange risk and currency
The Company is exposed to financial risks associated with changes in foreign exchange rates. The company
uses no financial derivative instruments with the purpose of speculating in currency.

Transactions in foreign currencies are converted to functional currency (NOK) to the exchange rate on the
transaction date. Foreign exchange gains / losses arising from changes in exchange rate between the
transaction date and payment date is recorded as financial income / expense in the Statement of
comprehensive income. On the balance sheet date monetary items in foreign currency are converted to
exchange rates at the balance sheet date. Non-monetary items are capitalized at historical exchange rate
on the transaction date.

Fluctuations in the exchange rate may have an effect on the company's revenues and expenses.

Events after the balance sheet date

New information about the company's positions on the balance sheet date is taken into account in the
annual accounts. Information is provided about events after the balance sheet date that do not affect the
company's position on the balance sheet date, but which will affect the company's future position if this is
essential information.

Segment reporting
The company has one segment, which is investment in an offshore accommodation support vessel
company.

Cash flow statement
The company uses the indirect method for the presentation of the cash flow statement.

Tax

The tax expense in the income statement comprises of the tax payable for the period and of the change in
deferred tax. Deferred tax is calculated at a the relevant rate on the basis of temporary differences that
exist between accounting and tax values, as well as any tax loss carry forward at the end of the financial
year. The deferred tax asset is recognized if it is probable that the company will have a sufficient tax profit
to be able to utilize the tax asset. On each balance sheet date, the company will review any deferred tax
asset not recognized in the income statement. The company recognizes deferred tax assets not previously
recognized in the accounts insofar as it has become probable that the company can utilize the deferred tax
asset. Similarly, the company will reduce the deferred tax asset insofar as it can no longer utilize it.
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Deferred tax and the deferred tax asset are calculated on the basis of expected future tax rates if
temporary differences have arisen. Deferred tax and the deferred tax asset are recognized at their nominal
value and are classified as fixed assets or long-term liabilities in the balance sheet. Unused loss carry
forwards are recognized as deferred tax assets when it is expected that the loss can be utilized.

Deferred tax assets on net deductible temporary differences that are not offset and loss carried forward
will be recorded when it can be justified by expected future earnings not subject to the exemption model.

Approved IFRSs and IFRICs with future effective dates

Up to date of approval of these consolidated financial statements, certain new standards, amendments
and interpretations to existing standards have been published but which are not yet effective for the
current reporting year and which the company has not early adopted, but plans to adopt upon their
effective date. The changes resulting from these standards are not expected to have a material effect on
the financial statements of the company.

Note 2 Segments

The company has only defined one operating segment. The current segmentation best reflects how the
business is managed. The company has one segmentation which investment in shares.

Note 3 Specification of salaries, remuneration and other expenses

The company has no employees and has therefore no obligation to establish obligatory occupational

pension.

2018 2017
Board fee* 34 000 34 000
Social security tax 4794 4794
Statutory auditing fee ex. vat 30675 32263
Professional fees 405 676 185 056
Legat fees g Y
Trave! expenses 8924 14586
Other operating costs 711 195
Total operating costs 484 780 270933

*The board member Geir Sandvik.
No ather services from auditor then statutory auditing.

There are no loans/guarantees to the board of directors or other related parties. There are no
loan/guarantees which represents more than 5% of the company's equity.
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Note 4 Related parties

The Group has various transactions with associated companies. All the transactions have been carried out
as part of the ordinary operations and at arms-length prices. The mast significant transactions are as

follows:
Interest Management fee to Amounts to related parties
(+income/-expense) {+sales/-purchase) {+receivables/-liabilities)
2018 2017 2018 2017 2018 2017

MCO 2 AS 0 -336175 284 804 281062 3 900 000 -175 500
MCO 3 AS 0 0 284 804 281062 0 3228329
MCO 4 AS 0 0 284 804 281062 0 1017671
MCO 5 AS 0 0 284 804 281062 0 -1133760
Maas Capital 38 145 0| -1116880| -1158250 0 0
Offshore BV
Note 5 Subsidiaries, associates, joint ventures

Municipa- Owner Purchase Brought to Equity Profit

lity share cost  bhalance val.
SBS/AS/IV
MCO 2 AS 0SLO 100,0% 185 844 000 49 434 570 49434570  -33 147 826
MCO 3 AS 0SLO 100,0% 14251388 149655434 149655434  -53936 792
MCO 4 AS 0SLO 100,0% 145580000 145957262 145957 262 631906
MCO 5 AS 0SLO 100,0% 21231911 122599261 122599261 19252 219
Total 366907 298 467646527 467646527  -67 200 493
The value of a subsidiary gets written down when the booked equity in the subsidiary is lower then
cost price.
Note 6 Subsidiaries
Company Country of  Main operations Ownership/voting Ownership/voting

incorporation interest 2018 interest 2017
MCO 2 AS Norway Investment 100 % 100 %
MCO 3 AS Norway Investment 100 % 100 %
MCO 4 AS Norway investment 100 % 100 %
MCO 5 AS Norway Investment 100 % 100 %
Main operations of the subsidiaries are investment in companies that own vessels within
shipping/offshore.
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Ncte 7 Receivables and liabilities

Carrying amount 31.12.

Carrying amount 31.12.

Specification of lending and receivables: 2018 2017 2018 2017
Miscellaneous receivables 10 843 0 10 843 0
Receivables group company 3900 000 4 246 000 3900 000 4 246 000
Total lending and receivables 3910843 4246 000 3910843 4 246 000
Specification of liabilities:

Account payable -53943 -15720 -53943 -15720
Tax Payable 0 0 0 0
Public duties payable 0 -281 596 0 -281 596
Liabilities group company 0 -1309 260 0 -1 309 260
Other short term liabilities 0 0 0 0
Total liabilities -53943 -1606576 -53 943 -1606576

At 31 December the fair value of the company's financial assets and liabilities approximated their

respective carrying amounts.

Liabilities that are due within one year are defined as current, and liabilities that are longer than one year

is defined as long-term.

Note 8 Sharehclders

The share capital in Maas Capital Offshore [Norway) AS as of 31.12 consists of:

Total Face value Entered
Ordinary shares 300 36 300,00 10 890 000
Total 300 10890 000
Cwnership structure
The largest shareholders in % at year end:

Ordinary  Owner interest Share of votes
Maas Capital Offshore BY 300 100,0 100,0
Total number of shares 300 100,0 100,0

The company has only one share class and no special regulations relating to the shares. All the

shares are owned by Maas Capital Offshore B.V. and are been represented by the leader of the

board.
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Notes

Note 9 Earnings per share

The calculation of basic earnings per share at 31st December was based on the profit attributable to
ordinary shareholders. Number of shares are 300.

2018 2017
Profit/loss for the year -29421 724 -35 822 303
Average number of shares 300 300
Earnings per share -98 072,41 -119 407,68
Note 10 Tax
This year’ s tax expense 2018 2017
Entered tax on ordinary profit/loss:
Payable tax 0 0
Changes in deffered tax assets o 0
Tax expense on ordinary profit/loss 0 0
Taxable income:
Ordinary result befare tax -29421 724 -35 822 303
Permanent differences 25905 525 35126 481
Changes in temporary differences 0 0
Allocation of loss to be brought forward -483 801 0
Taxable income 0 -695 822
Payable tax in the balance:
Payable tax on this year's result o 0
Total payable tax in the balance 0 0

The tax effect of temporary differences and loss for to be carried forward that has formed the basis for
deferred tax and deferred tax advantages, specified on type of temporary differences:

2018 2017 Difference
Accumulated loss to be brought forward -212 021 -695 822 -483 801
Basis for calculation of deferred tax -212 021 -695 822 -483 801
Deferred tax assets (22 % / 23 %) -46 645 -160 039 -113394
Effect of change in tax rate
Deferred tax is not booked to the balance sheet
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Note 11 Guarantee

The company had a USD 750k conditional guarantee in case of contract termination through MCO 5 AS
which has been reduced to zero as of 29 January 2019.

Note 12 Risk

Liquidity risk:

Liguidity risk is the risk that the company will not be able te meet its financial obligations as they fall due.
The company's approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the company's reputation. The company will if
necessary raise capital through the group companies.

Financial risk:

The company does not use financial instruments to reduce financial risk. The company uses financial
instruments such as loans from group companies. The purpose of this financial instrument is to provide
capital for investments that are necessary for its operations. In addition, financial instruments such as
accounts receivable, accounts payable, etc. that are directly related to the company's daily operations.

An investment in the company involves financial risk in retation to general risk in the capital market,
foreign exchange risk, competitive conditions, tradability and risks associated with its investment. The
company will invest in silent partnership investments and an investment can be exposed to risks relating to
the quality of the board, management and the board in underlying investment ability to exploit investment
opportunities and to realize their investment and general economic conditions.

Currency risk:

In respect of other manetary assets and liabilities denominated in foreign currencies, the company does
not hedge its foreign currency exposures and does not use forward exchange contracts to hedge its
currency risks. The currencies in which these transactions primarily are denominated are EURO (EUR),
American Dollars {USD) and Norwegian Kroners {(NOK).

The company's functional currency is NOK. The company's revenues will be influenced by variations in the
exchange rate towards foreign currencies, the same will apply to expenses in other currencies. The risk is
considered to be medium due to few transactions.

Interest risk:
The company's risk exposure in relation to changes in market interest rates are the company's bank
deposits, loan, and a change in interest rates may therefore affect the capital return.
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Note 13 Events after the balance sheet date

The company has no events after the balance sheet date that has a bearing on the evaluation of the
company's income statement and balance sheet.
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