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Under the Notes Issuance Programme (the “Programme™) described in this Base Prospectus Belfius Bank SA/NV
(also named Belfius Banque SA/Belfius Bank NV, “Belfius Bank™) and Belfius Financing Company SA (also named
“Belfius Financing Company”), together the “Issuers” and each, individually, an “Issuer”, may from time to time,
issue notes (in the case of notes issued by Belfius Bank referred to as the “Belfius Bank Notes”, in the case of notes
issued by Belfius Financing Company as the “Belfius Financing Company Notes”, together referred to as the
“Notes” and individually as a “Note”), which may be linked to various undetlyings (the “Underlying”), that rank as
senior obligations of the Issuer (the “Senior Notes”) or that rank as subordinated obligations of the Issuer (the
“Subordinated Notes”). Senior Notes issued by Belfius Financing Company will be guaranteed by Belfius Bank (the
“Guarantor”) pursuant to a senior guarantee (the “Senior Guarantee”). Subordinated Notes issued by Belfius
Financing Company will be guaranteed by Belfius Bank pursuant to a subordinated guarantee (the “Subordinated
Guarantee”).

Each Tranche of Notes will be documented by final terms (the “Final Terms”).
The Base Prospectus should be read and construed in conjunction with each relevant Final Terms.

The relevant Final Terms and this Base Prospectus together constitute the prospectus (the “Prospectus”) for each
Tranche.

The Notes shall be Debt Securities or Detivatives Secutities in the meaning of the Regulation (EC) No 809/2004 as
amended by the Commission delegated regulation (EU) No 486/2012. Debt Secutities are debt instruments for
which the Issuer commits itself to redeem the principal invested at maturity. Derivatives Securities are debt
instruments for which the Noteholders could lose all or substantial portion of the principal invested.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out
in the Base Prospectus, including in particular the risk factors as described below in Section 3 (Risk Factors).

This Base Prospectus was approved by the Belgian Financial Services and Markets Authority (FSMA) on 27
September 2016 and is valid for one year from that date, provided that the Base Prospectus may be updated by any
supplements in accordance with articles 34 and 35 of the Belgian Law of 16 June 2006 on the public offer of
investment instruments and the admission to trading of investment instruments on a regulated market. This Base
Prospectus replaces and supersedes the Base Prospectus of Belfius Financing Company and of Belfius Bank 29
September 2015.
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The current ratings of Belfius Bank are A3, with outlook ‘Stable” (Moody’s), A-, with outlook “Negative’ (Standard &
Poor’s) and A-, with outlook ‘Stable’ (Fitch). An outlook is not necessarily a precursor of a rating change or future
credit watch action. In case of any rating action by any of the rating agencies, the most recent credit ratings of Belfius
Bank  are  always  published on  Belfius  Bank  website, at  the  following  address:
https://www.belfius.com/EN /ratings/index.aspx

Belfius Financing Company is a fully owned subsidiary of Belfius Bank, which means, for Notes issued by Belfius
Financing Company, that the credit risks of the Issuer and the Guarantor are closely linked. Such credit risks imply
that the Noteholders may lose all or part of their investment in the Notes in case the Issuer and the Guarantor
become insolvent or are unable to fulfill their obligations under the Notes.

For a description of the risk factors, please revert to the full Section 3 of this Base Prospectus.

The Base Prospectus, including the Summary, and the Final Terms of each Tranche of Notes that is not made within
an exemption from the requirement to publish a prospectus under the Prospectus Directive (a "Public Offer") and
any supplement, are available on the internet site www.belfius.be (under the heading “Sparen & beleggen/Epargner
& investir”) and a copy can be obtained free of charge in the offices of the Guarantor.

The Notes may be offered to any kind of investors, with the exception of Subordinated Notes which will not be
placed with consumers in the meaning of the Belgian Code of Economic Law.

The Notes may not be a suitable investment for all investors. Accordingly, prospective investors in Notes should
decide for themselves whether they want to invest in the Notes and obtain advice from a financial intermediary in
that respect, in which case the relevant intermediary will have to determine whether or not the Notes are a suitable
investment for them.

This Base Prospectus was approved by the FSMA on 27 September 2016 in accordance with article 23 of
the Belgian Law of 16 June 2006 on the public offer of investment instruments and the admission to
trading of investment instruments on a regulated market. This approval does not entail any appraisal of
the appropriateness or the merits of any issue under the programme nor of the situation of the Issuers or
the Guarantor.




INV_A2 1 A 01

1. TABLE OF CONTENTS

Contents
1. TABLE OF CONTENTS ...ttt ittt sttt ettt et esa et es e et sttt et es et et es e et s et et st ab et st ere e 3
2. SUMMARY L.ttt ettt ettt sttt 4 a2 see4 a8 ket e8 et ekt R R et R R bR R et E et E et et e s e eb st 5
3L RISK FACTORS ...ttt sttt ettt st et be st et be e e b s e be et et b st et et st ek e s et eb e s et et et s be et ebe b e ebe s nr e 16
3.1. Risks related to the business of banks in general, and to the Business of Belfius Bank ............cccccoeeee. 16
3.2. Risks relating to the business of Belfius Financing COmMPany. .........cccccoeriririniiniine e 28
3.3. Risks related to the NOteS geNErally .........cooiiiiiiiiii et et e 28
3.4. Risks related to the structure of a particular issue 0f NOLES ........cooiiiiiiiiiiice e 33
RIS T 1SS 13 To [T Lo TSRO 39
4. CHOICES MADE BY THE ISSUERS.......cociiiitetiite ittt ettt sttt et ettt ss st e esesae e sresae e snarans 40
5. RESPONSIBILITY STATEMENT L..ootiiitctiie ittt ettt ettt sttt e st bbb st en et sr et et 41
6. DOCUMENTS INCORPORATED BY REFERENCE ........cccoiitiiiiisciie ettt et 43
7. BELFIUS FINANCING COMPANY, SA . oottt ittt ettt sttt sttt ses ettt te st ate st seabe s ensne s 45
7.1, GENEral INFOIMALION .......oiie ettt et et e sa e bbb e ettt et et er e e s e 45
7.2. MaANAGEMENT BOAIM ... ettt ettt ettt ettt es e e et s e e bt st e e es e et s e en e sn e b e 46
7.3. Selected Financial INFOrMEatioN .............ooiiiiii et e 46
8. BELFIUS BANK SA/NV ...ttt sttt sttt et et e eb e e bttt e se et e et et e sttt et st st et e ae e ene 50
8.1, Belfius BaNK Profile .. ..ottt e e bbbttt r e en e 50
8.2. Main cOMMEICIAl SUDSTATAITES ... ..ottt ettt e et b e ee e se e ene e re e 50
B3L ACTIVITIES ...ttt ettt et et be bt e h ek eh et eh e ee R e b S h e R b £ R k£ R e b et etk et en b e ene 53
8.4. POSE-DAIANCE SNEET BVENLS ......ceee ettt et et se e bbbt eb ettt et et et e 59
8.5. RISK IMANAGEIMENT. ......i it ittt ettt sttt e e e te et e st e e st e et e e s e teesbe et besbaesbeeseesseebeesbeetbestaeseesseesneeneenees 60
ST R L0 o SRS 67
8.7, Other INFOIMALION ......cue ettt bbb e st s b sees e se e beebesae b e e 67
9. TERMS AND CONDITIONS OF THE NOTES ..ottt sttt ettt et et 80
9.1. Form, Denomination and TIHIE ........cooeiiii ittt e e 81
ST - VA @ ) 1 £ TSP 82
9.3, INLEIESE ON the NOTES........iitei ettt ettt e et b e b b et eb e et eb e e b e eneas 105
0.4, DBIINMITIONS. ...ttt ettt ettt bt eh etttk et ea b ee b b e b bt Rt bRt bt e e b e bt e enbe e e 106
9.5. Redemption and PUICRASE ........vciicie ettt ettt et be st e st e st e e e e beenteerbeenae s 111
S -1/ o SO OUO PSPPSRI 112
9.7. Variable LIiNKed PrOVISIONS ........c.cuiiiiiiiie ittt ettt e sh ettt ettt se s et bbbt sbe et enes 113
0.8, ROUNGING ...ttt ettt et ettt et st st et te e e ae st e s e e beesbeetaesaeeea e e e e eaeebeeabeeabe et bese e e s eansanteaesresnnesneene s 131
0.0, SHALUS ...ttt ettt ettt ettt ettt ee ettt et Re Rt kbR £ eE £ 4R £ Re Rt AR R R £ e eh £ e e £ Rt e bt enbeen b eh e e e nr e 131
0.10. ClEAIING SYSLBIMS. ... tiuteetieetieitiestesstes it e seesbesteeataesressteseesaees sbes s e seeste et beataeabaesaesseesbestsessaessanssanteesteesaenneens 132
9.11. EVENLS OF DEFAUIL.......octiiiieie ettt ettt e bttt ettt bt se et se et e 132
9.12. Modifications 0f the AQENCY AGIEEMENT .......ccuiiie ettt sr s sr e e e eraeereas 133
9.13. Responsibility of the Calculation AGENT ........cvi i e 134
I o ot o) o o USSP 134



INV_A2 1 A 01

9.15. CUITENCY INUBMINILY ...ttt ettt e es e et es e e et e b e b eb e se et et et e et eb e e en e seeneas 134
9.16. SUBDSEIEULION ...ttt ettt ettt bt h et es e seen e ee et e eb e bt eb e et et e et et et er e eeen e enbe e s 134
0. 17. INOLICES .ttt ettt ettt ettt ettt ettt bt b et eh et es oo es e ee e bt eh e Rt eE £ Rt eE £ et eE et ekt neen b e et eh e neeeenas 135
9.18. Meeting O NOtENOIAETS.......ccueie ettt e e et e seeees 135
TR R I 01 LT o USSP 139
9.20. Governing Law and JUFISAICTION .........ooiiiiiiiii et ettt ee e en e ene e enen 150
9.21. FINANCIAI SEIVICE ... ettt ettt etttk et es e et e b e et eb et ettt es e se et se e b eas 150
9.22. Representation Of NOENOIABIS ........couiiviii ittt e e 150
0.23. GUAIANTEE ... ettt ettt sttt ettt et b et e et et e bt eh bt eh b e eh e ee 44 e 4Rt 2kt eh bt eh ke eh e eh £ e b £ e Rt et en e eh b ebeesheeere e ens 150
10. TERMS AND CONDITIONS OF THE OFFER .....ccootiiiieitctiiee ettt sttt et ens 151
11. ADMISSION TO TRADING AND DEALING ARRANGEMENTS .....ccccooiiiinieiiee e 152
12. USE OF PROCEEDS ... .ottt itetiite sttt ettt sttt sttt st et e et s e et et be st et b st ebebeae e et e s e seee et aateseetenbenes 153
13. THIRD PARTY INFORMATION, EXPERT STATEMENTS AND DECLARATIONS.......cccoevvirieenen, 153
14. DOCUMENTS ON DISPLAY .ottt ettt sttt sttt et st asae ettt se et e et s se st es e st st et e anasans 153
ANnex 1: Template fOr FINAL TEIMS ..ottt ettt se s e e e e se et et ee e beeae e enen 154
ANNEX 27 SENIOT GUAIANTER ...ttt ettt ettt ettt ettt e e et et et et 28t eeem e se e besh e b eb e beebe e s e et e e e ereeneaneees 163
ANNEX 3: SUDOIAINALEA GUAIANTEE .......oieiiiitiite ettt ettt sttt ee ettt sttt et sees e se et se et snebeebeeneens 165
ANNEX 4 ArtiCles OF ASSOCIALION ..ottt e eb et es e e e e b b e e e s e e b e 167
AL BEIFIUS BANK ...ttt h ekttt et et e e neer e e 167
B. Belfius FINaNCING COMPANY ......oiiiiiieiie ettt st ettt ettt e ee et st as e seas e se e besbe st et e e seebe et eree e an e seeneas 178
ANNEX 5. AQENCY AGIEEIMENT ...ttt iieie ittt eetie sttt et e st e st ae st e s s ettt e st ee ettt e s abseasteeassbees e e e sbbees e e e sbbeesseeenbbeennneesrbeen 182



INV_A2 1 A 01

2. SUMMARY

The following summary is established in accordance with Articles 24 and 28 of the Belgian Law of 16 June 2006
on the public offer of investment instruments and the admission to trading of investment instruments on a
regulated market and conveys, in a brief manner and in a non-technical language, the essential characteristics
and risks associated with the Issuers, the Guarantor and the Notes.

Summary of the
BELFIUS FINANCING COMPANY SA

AND
BELFIUS BANK SA/NV
NOTES ISSUANCE PROGRAMME

(the “Programme”)

EUR 20,000,000,000

Introduction and warnings

Al Warning that:
— this summary should be read as introduction to the Base Prospectus;
— any decision to invest in the securities should be based on consideration of the Base
Prospectus as a whole by the investor;
— where a claim relating to the information contained in the Base Prospectus is brought
before a court, the plaintiff investor might, under the national legislation of the Member
States, have to bear the costs of translating the prospectus before the legal proceedings are
initiated; and
— civil liability attaches only to those persons who have tabled the summary including any
translation thereof, but only if the summary is misleading, inaccurate or inconsistent when
read together with the other parts of the prospectus or it does not provide, when read together
with the other parts of the prospectus, key information in order to aid investors when
considering whether to invest in such securities.

A2 The Issuer authorises that this Base Prospectus, as supplemented from time to time, may be used for
the purposes of a public offer within 12 months from the date of this Base Prospectus in Belgium, by
any credit institution authorised pursuant to Directive 2006/48/EC or any investment firm authorised
pursuant to Directive 2004/39/EC to conduct such offers (an Authorised Offeror).

Each offer and each sale of the Notes by an Authorised Offeror will be made in accordance
with the terms and conditions agreed between such Authorised Offeror and the investor,
including in relation to the price, the allocation and the costs and/or taxes to be borne by an
investor. The Issuer is not a party to any arrangements or terms and conditions in connection
with the offer and sale of the Notes between the Authorised Offeror and an investor. This Base
Prospectus does not contain the terms and conditions of any Authorised Offeror.
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Issuers and Guarantor

[Issuer: Belfius Financing Company SA]
Applicable if Belfius Financing Company is the issuer

B.1

B.2

B.4

B.5

B.9

B.10

B.12

Legal and commercial name of the Issuer

Legal name: Belfius Financing Company SA

Commercial name: Belfius Financing Company

Domicile, legal form, legislation and country of incorporation

Belfius Financing Company SA is registered with the Register of Commerce and Companies of
Luxembourg under number B 156767 ("R.C.S Luxembourg"). The articles of association of Belfius
Financing Company were last amended and restated by notarial deed on 7 May 2014.

Its registered office is at:

20 rue de I'Industrie, L-8399 Koerich, Grand Duchy of Luxembourg.

Trends affecting the Issuer and its industry

See B.4b below for Belfius Bank

Position of the Issuer in its group

Belfius Financing Company is a special purpose vehicle fully owned by Belfius Bank.

Profit forecast or estimate

Belfius Financing Company does not disclose any forecast of its future results.

Qualifications in the audit report on the historical financial information

Statutory auditor’s report on the consolidated financial statements for the year ended 31 December
2015:

Report on the consolidated financial statements — Unqualified opinion

Selected historical key financial information

Audited balance sheet of Belfius Financing Company as at 31 December 2014 and 31 December 2015
(expressed in thousands of EUR)

ASSETS Notes 2018 2004 LIABILITIES Notes 018 2014

CAPITAL AND RESERVES

SUBORDINATED DEBTS B 523412 802,611
PROVISIONS
Provisions for taxatic

NON SUBORDINATED DEBTS

DEFERRED INCOME
TOTAL ASSETS 10.417.713 12442538 TOTAL LIABILITIES _I“"I”'Tl."- 12.442.838

Audited Profit and Loss Account of Belfius Financing Company as of 31 December 2014 and 31
December 2015 (expressed in thousands of EUR)

CHARGES Notes p I L 014 INCOME Notes 2015 014

ternal charges ( 575 196 Income from financ xed

TOTAL CHARGES T 256.988 TOTAL INCOME RTTEL] 256,958
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Material adverse change in the prospects
Not applicable, there are no relevant changes
Significant changes in the financial or trading position
Not applicable, there are no relevant changes

B.13  Recent events relevant to the evaluation of the Issuer’s solvency
See B.13 for Belfius Bank

B.14  Dependence upon other entities within the group
See B.5

B.15 Principal activities
Belfius Financing Company is a special purpose vehicle fully owned by Belfius Bank. Belfius Financing
Company issues notes and transfers the proceeds of such issues to Belfius Bank.

B.16  Direct or indirect control over the Issuer
Belfius Financing Company is fully owned and controlled by Belfius Bank

B.17  Credit ratings assigned to the Issuer or its debt instruments
Not applicable. Belfius Financing Company is a non-rated company.

B.18 Nature and scope of the guarantees
[A senior guarantee means that, in case of dissolution or liquidation of Belfius Bank (the Guarantor), the
payment of the guarantee will have the same priority as all other obligations of Belfius Bank belonging
to the same category (namely direct, unsecured, unconditional and unsubordinated). This category can
be seen as the “ordinary creditors” and has a lower priority than the “privileged creditors™ (ONSS, State,
employees, etc.)] Applicable for senior notes

[A Subordinated Guarantee means that, in case of dissolution or liquidation of Belfius Bank (the
Guarantor), the payment of the guarantee will have the same priority as all other obligations of Belfius
Bank belonging to the same category (namely direct, unsecured, unconditional and senior subordinated).
This category has a lower priority than the “ordinary creditors” but a higher priority than junior
subordinated creditors or stakeholders.] Applicable for Subordinated Notes

B.19  Information about the Guarantor
See below information about Belfius Bank SA/NV
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[Issuer/Guarantor]: Belfius Bank SA/NV

Applicable if Belfius Bank is the issuer or the guarantor

B.1 Legal and commercial name of the [Issuer/Guarantor]
Legal name: Belfius Bank SA/NV
Commercial name: Belfius Bank

B.2 Domicile, legal form, legislation and country of incorporation
Belfius Bank is a limited liability company of unlimited duration incorporated under Belgian law. Its
registered office is at 1000 Brussels, boulevard Pachéco 44, Belgium, telephone +32 2 222 11 11.

B.4 Trends affecting the [Issuer/Guarantor] and its industry
1. Uncertain economic conditions
Belfius Bank’s business activities are dependent on the level of banking, finance and financial
services required by its customers. In particular, levels of borrowing are heavily dependent on
customer confidence; the state of the economies Belfius Bank does business in, market interest rates
and other factors that affect the economy. Also, the market for debt securities issued by banks is
influenced by economic and market conditions and, to varying degrees, market conditions, interest
rates, currency exchange rates and inflation rates in other European and other countries. There can be
no assurance that current events in Europe or elsewhere would not cause market volatility or that
such volatility will not adversely affect the price of the Notes or that economic and market conditions
will not have any other adverse effect. The profitability of Belfius Bank’s businesses could,
therefore, be adversely affected by a worsening of general economic conditions in its markets, as
well as by foreign and domestic trading market conditions and/or related factors, including
governmental policies and initiatives. An economic downturn or significantly higher interest rates
could increase the risk that a greater number of the Belfius Bank’s customers would default on their
loans or other obligations to Belfius Bank, or would refrain from seeking additional borrowing. As
Belfius Bank currently conducts the majority of its business in Belgium, its performance is
influenced by the level and cyclical nature of business activity in this country, which is in turn
affected by both domestic and international economic and political events. There can be no assurance
that a lasting weakening in the Belgian economy will not have a material adverse effect on the
Belfius Bank’s future results.
2. Increased and changing regulation
As is the case for all credit institutions, Belfius Bank’s business activities are subject to substantial
regulation and regulatory oversight in the jurisdictions in which it operates, mainly in Belgium.
Recent developments in the global markets have led to an increase in the involvement of various
governmental and regulatory authorities in the financial sector and in the operations of financial
institutions. In particular, governmental and regulatory authorities in France, the United Kingdom,
the United States, Belgium, Luxembourg and elsewhere have already provided additional capital and
funding requirements and have already introduced or may, in the future, be introducing a
significantly more restrictive regulatory environment, including new accounting and capital
adequacy rules, restrictions on termination payments for key personnel and new regulation of
derivative instruments. Current regulation, together with future regulatory developments, could have
an adverse effect on how Belfius Bank conducts its business and on the results of its operations.
Belfius Bank is subject to on-going regulation and associated regulatory risks, including the effects
of changes in the laws, regulations, policies and interpretations mainly in Belgium but also in the
other regions in which Belfius Bank does business. Changes in supervision and regulation, in
particular in Belgium, could materially affect Belfius Bank business, the products and services
offered by it or the value of its assets.
The recent global economic downturn has resulted in significant changes to regulatory regimes.
There have been significant regulatory developments in response to the global crisis, including the
stress test exercise co-ordinated by the Committee of European Banking Supervisors, in co-operation
with the ECB, liquidity risk assessments and the adoption of new capital regulatory requirements
under Basel Il1. Belfius Bank works closely with its regulators, and continually monitors regulatory
developments and plans the contemplated changes, but as the final details of the implementation are
not fully determined yet, it is still highly uncertain what actions will be required from Belfius Bank
in order to fully comply with the new rules.
Belfius Bank’s business and earnings are also affected by fiscal and other policies that are adopted
by the various regulatory authorities of the European Union, foreign governments and international
agencies. The nature and impact of future changes to such policies are not predictable and are beyond
Belfius Bank’s control.
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B.5 Position of the [Issuer/Guarantor] in its group
Since 20 October 2011, the Federal Holding and Investment Company (“FHIC™), acting on behalf of
the Belgian Federal State, holds 100% of the shares of Belfius Bank.

B.9 Profit forecast or estimate
Belfius Bank does not disclose any forecast of its future results.

B.10  Qualifications in the audit report on the historical financial information
Statutory auditor’s report on the consolidated financial statements for the year ended 31 December
2015:
Report on the consolidated financial statements — Unqualified opinion

B.12  Selected historical key financial information

Consolidated Balance Sheet
(in thousands of EUR) 31/12/2014 31/12/2015 30/06/2016
audited audited unaudited
TOTAL ASSETS 194,407,174 176,962,124 188,004,182
TOTAL LIABILITIES 186,480,577 168,302,407 179,322,137
TOTALEQUITY 7,926,597 8,659,717 8,682,044
TOTAL LIABILITIES AND EQUITY 194,407,174 176,962,124 188,004,182
Consolidated statement of income
{in thousands of EUR) 31/12/2014 30/06/2015 31/12/2015 30/06/2016
audited unaudited audited unaudited
NCOME 2,070,986 1,083,531 2,183,862 1,051,551
EXPENSES -1,447,787 -672,573 -1,396,451 -673,184
GROSS OPERATING INCOME 623,199 410,558 787,411 378,407
NET INCOME BEFORE TAX 559,730 377,715 681,948 350,673
NET INCOME AFTER TAX 459,881 272,033 506,075 245,174
NET INCOME (Attributable to equity holders of the parent) 461,642 272,033 506,076 249,154

Consolidated cash flow statement

(in thousands of EUR)

Notes 31/12/2014 31/12/2015 30/06'2016
Audited Audited Unaudited
NET CA SH PROVIDED (USED) BY OPERATINGACTIVITIES rrl:J 42 060 4,705,795 -313.363
NET CA SH PROVIDED (USED) BY INVESTINGA CTIVITIES -20.340 -69.829 80
NET CA SH PROVIDED (USED) BY FINANCING ACTIVITIES -45.550 -317.084 420,676
NET CA SH PROVIDED -107.950 4,318,882 107,392
CASHAND CASH EQUIVALENTS AT THE BEGINING OF THE r
PERIOD M 3,117,678 3,009,728 7,328,610
CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD () 3,009,728 7.328,610 7.436,002

(1) The amounts of 2014 were revised for the adjusted presentation of financial instruments with an original maturity less than or
equal to 90 davs.
Material adverse change in the prospects
There has been no material adverse change in the prospects of the [Issuer/Guarantor] since the date
of its last published audited financial statements.
Significant changes in the financial or trading position
There are no significant changes in the financial or trading position subsequent to the period covered
by the historical financial information.
B.13  Recent events relevant to the evaluation of the [Issuer/Guarantor]’s solvency
The Legacy bond portfolio has been brought down to 7.1 billion at 30th June 2016 (compared with
18.3 billion euro at the end of 2011), while the Legacy credit guarantee portfolio went down to 4.3
billion euro (compared with 11.6 billion euro at the end of 2011). The residual portfolios remain of
good average credit quality.
In the light of Belfius® view on a lower risk profile, the bank will continue its tactical de-risking
actions in order to bring the Side portfolios, by the end of 2016, to a risk profile fully in line with the
core Franchise risk profile.
In 1H 2016, Belfius recorded a net income group share of EUR 249 million, against EUR 272
million in 1H 2015, down 8.4%. The bank’s contribution to the consolidated net income amounted to
EUR 117 million and the insurance group EUR 133 million.
The net profit reflects a good performance of both Belfius Bank and Belfius Insurance and this in a
difficult setting. The result of Belfius Bank decreased slightly following the low interest rate
environment and the volatile financial markets. The result of Belfius Insurance was impacted by
lower capital gains compared to 1H 2015 as well as the cost for claims related to the 1H 2016
terrorist attacks and storms.
In 1H 2016, the net income from commercial activities (Franchise) amounted to EUR 312 million.
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Franchise net income stems for EUR 266 million from the Retail and Commercial (RC) segment, for
EUR 88 million from the Public and Corporate (PC) segment and for EUR - 42 million from Group
Center (GC).
The net income of the Side-activities amounted to EUR — 63 million.
The Board of Directors is considering the payment of an interim dividend of EUR 75 million on the
current year profit of 2016. This dividend is also subject to approval of the ECB.
The Phased In Common Equity Tier 1 capital ratio (CET 1 ratio) stood at 15.7% at the end of June
2016, compared to 15.9% at the end of 2015, and the Fully Loaded Common Equity Tier 1 capital
ratio (CET 1 ratio) stood at 15.2% at the end of June 2016, compared to 14.9% at the end of 2015.
With the application of the 2016 grandfathering rules, the CET 1 ratio pro forma for the end of 2015
would have amounted to 15.6% compared to the CET 1 ratio of 15.9% as reported for the end of
2015.
The Phased In total capital ratio amounted to 18.6% as at 30 June 2016, compared to 17.7% at the
end of 2015. The increase is mainly due to the inaugural Tier 2 bond successfully issued in May
2016 for EUR 500 million.
Belfius Bank is fully respecting the Basel 11l / CRD IV requirements in terms capital, liquidity and
leverage.

B.14  Dependence upon other entities within the group
Belfius Bank is fully held by the Belgian Federal State, through the Federal Holding and Investment
Company, which manages Belfius at arm’s length. Belfius Bank is not dependent of any of its
subsidiaries, save for Belfius Insurance SA/NV.

B.15 Principal activities
Belfius Bank’s object is to carry on the business of a credit institution. Furthermore, Belfius Bank
may distribute insurance products from third party insurance companies.

B.16  Direct or indirect control over the [Issuer/Guarantor]
Belfius Bank is fully held by the Belgian Federal State, through the Federal Holding and Investment
Company, which manages Belfius at arm’s length.

B.17  Credit ratings assigned to the [Issuer/Guarantor] or its debt instruments
[As at 27 September 2016, Belfius Bank had the following long-term ratings: A- (stable outlook)
with Fitch, A3 (stable outlook) with Moody’s and A- (negative outlook) with Standard & Poor’s.]

Securities
C.1  Type, class and identification number
[e]
C.2  Currency
[e]

C.5 Restrictions on the free transferability
Subject to any applicable law or regulation, there are no specific restrictions on the free
transferability.

C.8 Rights attached to the securities including. ranking and limitations to those rights
[The Notes are direct, unconditional and unsecured obligations of the Issuer and rank without any
preference among themselves, with all other obligations of the Issuer of the same category, only to
the extent permitted by laws relating to creditor’s rights. This category can be seen as the “ordinary
creditors” and has a lower priority than the “privileged creditors” (State, Employees, etc.)]
Applicable for Senior Notes.
[The Notes are direct, unsecured and senior subordinated obligations of the Issuer and rank without
any preference among themselves with all other obligations of the Issuer of the same category. This
category has a lower priority than the “ordinary creditors” but a higher priority than junior
subordinated creditors or stakeholders.] Applicable for Subordinated Notes.

[C9  _ nominal interest rate] Applicable for debt securities
[e]
— date from which interest becomes payable and due dates for interest
[e]
— where the rate is not fixed : underlying on which the rate is based
[e]
— issue date, maturity date and arrangements for the amortization of the loan, including the
repayment procedures

[e]
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— vyield
[e]
— name of representative of debt security holders
[o]
[C.10 For the debt securities with a derivative component: How is the value of the securities affected
by the value of the underlying instrument(s)?
[®]] Applicable for Notes other than Fixed Rate Notes and Floating Rate Notes
C.11  Admission to trading
Not Applicable
[C.15 How is the value of the securities affected by the value of the underlying instrument(s)?]
Applicable for derivatives securities
[o]
[C.16 Maturity date, exercise date, final reference date] Applicable for derivatives securities
[o]
[C.17 Settlement procedure] Applicable for derivatives securities
[e]
[C.18 How does the return take place?] Applicable for derivatives securities
[e]
[C.19 Exercise price/final reference price of the underlying] Applicable for derivatives securities
[o]
[C.20 Type of the underlying and where information on the underlying can be found.
[®]] Applicable for derivatives securities
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Risk factors
D.2  Key risk specific to the Issuer [and to the Guarantor]

Like all other financial institutions, Belfius Bank faces financial risk in the conduct of its business,
such as credit risk, operational risk and market risk (including liquidity risk).
General credit risks are inherent in a wide range of Belfius Bank’s businesses. These include risks
arising from changes in the credit quality of its borrowers and counterparties and the inability to
recover loans and any amounts due. Being a universal commercial credit institution, Belfius Bank is
financing clients from the (local) public and social sector, the historical and still predominant
segment, and corporates through its Public and Commercial Banking business unit as well as
households, self-employed persons and small businesses through its Retail and Commercial Banking
business unit.
Market risks are all the risks linked to the fluctuations of market prices, including, principally,
exposure to loss arising from adverse movements in interest rates, and, to a lesser extent, foreign
exchange rates and equity prices, stemming from Belfius Bank’s activities. Due to the nature of its
activity, Belfius Bank is prevented from assuming significant exposure to market risk.
Operational risk is the risk of financial or non-financial impact resulting from inadequate or failed
internal processes, people and systems, or from external events. The definition includes legal and
reputation risk but excludes strategic risk and expenses from commercial decisions. Although
Belfius Bank has implemented risk controls and loss mitigation actions, and has resources devoted to
developing efficient procedures and staff awareness, 100 per cent coverage of operational risks can
never be attained, due to the very nature of these risks.
Liquidity risk at Belfius Bank is mainly stemming from: |
e The variability of the amounts of commercial funding collected from Retail and Private
customers, small, medium-sized and large companies, public and similar customers and the
way these funds are allocated to customers through all type of loans;
o the volatility of the collateral that is to be deposited at counterparties as part of the CSA
framework for derivatives and repo transactions (so-called cash & securities collateral);
o the value of the liquidity reserves by virtue of which Belfius Bank can collect funding on
the repo market and/or from the ECB,;
o the capacity to obtain interbank and institutional funding..

[D.3  Key risk specific to the Debt Securities] Applicable for debt securities
Provisions for calling meetings of Noteholders permit defined majorities to bind all Noteholders
including Noteholders who did not attend and vote at the relevant meeting and Noteholders who
voted in a manner contrary to the majority.
No assurance can be given as to the impact of any possible judicial decision or change to Belgian
law or administrative practice after the date of issue of the relevant Notes.
In addition, any relevant tax law or practice applicable as at the date of this Prospectus and/or the
date of purchase or subscription of the Notes may change at any time.
The investment activities of certain investors are subject to investment laws and regulations, or
review or regulation by certain authorities. Each potential investor should consult its legal advisers
to determine whether and to what extent Notes are legal investments for it.
The Terms and Conditions allow the Issuer and/or the Calculation Agent to make a unilateral
modification to the essential features of the Notes (see consequences of all events described under
section 9.7 Variable Linked Provisions), provide an early redemption right for the Issuer (see
consequences of all events described under section 9.7 Variable Linked Provisions and 9.16
Substitution) as well as the possibility of Substitution of the Issuer (section 9.16).
The Issuer and/or the Calculation Agent are only allowed to make a unilateral modification to the
essential features of the Notes on the cumulative conditions that (i) such right is limited to events of
force majeure or other events which significantly modify the economy of the Note and for which the
Issuer is not responsible ; (ii) the modification does not create an imbalance between the rights and
obligations of the parties to the Note, to the detriment of the Noteholders. This means that the Issuer
and/or the Calculation Agent will take all measures and pay every effort to continue the Note under
similar circumstances; and (iii) no costs are charged to the Noteholder.
Regarding the early redemption right (see consequences of all events described under section 9.7
Variable Linked Provisions), pursuant to Article VV1.83, 10° of the Belgian Code of Economic Law
(i) such right is limited to events of force majeure or other events which significantly modify the
economy of the Note and for which the Issuer is not responsible and (ii) the Issuer will indemnify the
investor. This means that for capital protected or guaranteed Notes and except in the case of a force
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majeure event, if the Issuer and/or the Calculation Agent did not manage to continue the Note under
similar economic circumstances, the consequence will be Monetization (as defined under section 9
Terms and Conditions of the Notes) without deduction of any costs. In case of such Monetization of
the Note, the Noteholders will be granted the right, as an alternative to the Monetization, to sell the
Note to the Issuer or to an agent appointed by the Issuer at market value. For Notes without capital
protection or in case of force majeure the redemption price will correspond to the Fair Market Value.
In case of early redemption, no deduction of any costs will be applied and the costs already borne by
the Noteholders will be refunded pro rata temporis to the Noteholders.

[Potential investors of Index Linked Notes or Dual Currency Notes should be aware that:

i the market price of such Notes may be volatile;

ii. such index or indices may be subject to significant changes, whether due to the composition
of the index itself, or because of fluctuations in value of the indexed assets;

iii. the resulting interest rate may be less (or may be more) than that payable on a conventional
debt security issued by each Issuer at the same time;

iv. payment of principal or interest may occur at a different time or in a different currency than
expected;

V. a Relevant Factor may be subject to significant fluctuations that may not correlate with
changes in interest rates, currencies or other indices;

Vi. if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or
contains some other leverage factor, the effect of changes in the Relevant Factor on principal or
interest payable will likely be magnified,;

vii. the timing of changes in a Relevant Factor may affect the actual yield to investors, even if
the average level is consistent with their expectations. In general, the earlier the change in the
Relevant Factor, the greater the effect on yield,;

viii. the risks of investing in an Index Linked Note encompass both risks relating to the
underlying indexed securities and risks that are linked to the Note itself;
iX. any Index Linked Note that is indexed to more than one type of underlying asset, or on

formulas that encompass the risks associated with more than one type of asset, may carry levels of
risk that are greater than Notes that are indexed to one type of asset only;

X. it may not be possible for investors to hedge their exposure to these various risks relating to
Index Linked Notes;

Xi. a significant market disruption could mean that the index on which the Index Linked Notes
are based ceases to exist; and

Xii. the index may cease to be published, in which case it may be replaced by an index which
does not reflect the exact Relevant Factor, or, in the case where no replacement index exists, the
cessation of publication of the index may lead to the early redemption of the Notes.]

[Each Issuer may issue Notes where the issue price is payable in more than one instalment. Failure to
pay any subsequent instalment could result in an investor losing some or all of its investment.]
[Notes with variable interest rates can be volatile investments, especially if they are structured to
include multipliers or other leverage factors, or caps or floors.]

Investors may not be able to sell their Notes easily or at prices that will provide them with a yield
comparable to similar investments that have a developed secondary market.

[Investment in Fixed Rate Notes and Variable Linked Rate Notes involves the risk that subsequent
changes in market interest rates may adversely affect the value of these Notes]

[Investors will not be able to calculate in advance their rate of return on Floating Rate Notes and
Variable Linked Rate Notes.]

[Notes are subject to optional redemption by the Issuer.]

[The Maturity Date of the Notes may be automatically extended.]

[The Notes bear interest at a rate that the Issuer may elect to convert from a fixed rate to a floating
rate.]

[The Notes bear interest at a rate that the Issuer may elect to convert from a floating rate to a fixed
rate.]

[The Notes are exposing investors to foreign exchange risk.]

[ZeroCoupon Notes and Notes issued at a substantial discount or premium are subject to higher price
fluctuations than non-discounted notes.]

[The Issuer’s obligations under the Subordinated Notes are unsecured and subordinated and rank
junior to the claims of creditors in respect of unsubordinated obligations and creditors holding claims
that, in accordance with their terms, rank or are expressed to rank senior to the Subordinated Notes.]
[Notes may be subject to conversion or write-off associated to a regulatory bail-in under the
European Union’s Bank Recovery and Resolution Directive (2014/59/EU)]
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[D.6  Key risk specific to the Derivative Securities] Applicable for derivative securities
[Warning: The holder of a Derivative Securities (i.e. a non capital guaranteed Variable Linked Rate
Note) could lose all or a substantial portion of such Note.]
Provisions for calling meetings of Noteholders permit defined majorities to bind all Noteholders
including Noteholders who did not attend and vote at the relevant meeting and Noteholders who
voted in a manner contrary to the majority.
No assurance can be given as to the impact of any possible judicial decision or change to Belgian
law or administrative practice after the date of issue of the relevant Notes.
In addition, any relevant tax law or practice applicable as at the date of this Prospectus and/or the
date of purchase or subscription of the Notes may change at any time.
The investment activities of certain investors are subject to investment laws and regulations, or
review or regulation by certain authorities. Each potential investor should consult its legal advisers
to determine whether and to what extent Notes are legal investments for it.
The Terms and Conditions allow the Issuer and/or the Calculation Agent to make a unilateral
modification to the essential features of the Notes (see consequences of all events described under
section 9.7 Variable Linked Provisions), provide an early redemption right for the Issuer (see
consequences of all events described under section 9.7 Variable Linked Provisions and 9.16
Substitution) as well as the possibility of Substitution of the Issuer (section 9.16).
The Issuer and/or the Calculation Agent are only allowed to make a unilateral modification to the
essential features of the Notes on the cumulative conditions that (i) such right is limited to events of
force majeure or other events which significantly modify the economy of the Note and for which the
Issuer is not responsible ; (ii) the modification does not create an imbalance between the rights and
obligations of the parties to the Note, to the detriment of the Noteholders. This means that the Issuer
and/or the Calculation Agent will take all measures and pay every effort to continue the Note under
similar circumstances; and (iii) no costs are charged to the Noteholder.
Regarding the early redemption right (see consequences of all events described under section 9.7
Variable Linked Provisions), pursuant to Article VV1.83, 10° of the Belgian Code of Economic Law
(i) such right is limited to events of force majeure or other events which significantly modify the
economy of the Note and for which the Issuer is not responsible and (ii) the Issuer will indemnify the
investor. This means that for capital protected or guaranteed Notes and except in the case of a force
majeure event, if the Issuer and/or the Calculation Agent did not manage to continue the Note under
similar economic circumstances, the consequence will be Monetization (as defined under section 9
Terms and Conditions of the Notes) without deduction of any costs. In case of such Monetization of
the Note, the Noteholders will be granted the right, as an alternative to the Monetization, to sell the
Note to the Issuer or to an agent appointed by the Issuer at market value. For Notes without capital
protection or in case of force majeure the redemption price will correspond to the Fair Market Value.
In case of early redemption, no deduction of any costs will be applied and the costs already borne by
the Noteholders will be refunded pro rata temporis to the Noteholders.
[Potential investors should be aware that:
i the market price of such Notes may be volatile;
ii. such index or indices may be subject to significant changes, whether due to the composition
of the index itself, or because of fluctuations in value of the indexed assets;
iii. the resulting interest rate may be less (or may be more) than that payable on a conventional
debt security issued by each Issuer at the same time;

iv. payment of principal or interest may occur at a different time or in a different currency than
expected;
V. the holder of a non capital guaranteed Index Linked Note could lose all or a substantial

portion of the principal of such Note (whether payable at maturity or upon redemption or
repayment), and, if the principal is lost, interest may cease to be payable on the Index Linked Note;

Vi. a Relevant Factor may be subject to significant fluctuations that may not correlate with
changes in interest rates, currencies or other indices;
vii. if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or

contains some other leverage factor, the effect of changes in the Relevant Factor on principal or
interest payable will likely be magnified,;

viii. the timing of changes in a Relevant Factor may affect the actual yield to investors, even if
the average level is consistent with their expectations. In general, the earlier the change in the
Relevant Factor, the greater the effect on yield;

iX. the risks of investing in an Index Linked Note encompass both risks relating to the
underlying indexed securities and risks that are linked to the Note itself;
X. any Index Linked Note that is indexed to more than one type of underlying asset, or on
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formulas that encompass the risks associated with more than one type of asset, may carry levels of
risk that are greater than Notes that are indexed to one type of asset only;

Xi. it may not be possible for investors to hedge their exposure to these various risks relating to
Index Linked Notes;

Xii. a significant market disruption could mean that the index on which the Index Linked Notes
are based ceases to exist; and

Xiii. the index may cease to be published, in which case it may be replaced by an index which
does not reflect the exact Relevant Factor, or, in the case where no replacement index exists, the
cessation of publication of the index may lead to the early redemption of the Notes.]

[Each Issuer may issue Notes where the issue price is payable in more than one instalment. Failure to
pay any subsequent instalment could result in an investor losing some or all of its investment.]
[Notes with variable interest rates can be volatile investments, especially if they are structured to
include multipliers or other leverage factors, or caps or floors.]

Investors may not be able to sell their Notes easily or at prices that will provide them with a yield
comparable to similar investments that have a developed secondary market.

[Investment in Fixed Rate Notes and Variable Linked Rate Notes involves the risk that subsequent
changes in market interest rates may adversely affect the value of these Notes.]

[Investors will not be able to calculate in advance their rate of return on Floating Rate Notes and
Variable Linked Rate Notes.]

[Notes are subject to optional redemption by the Issuer.]

[The Maturity Date of the Notes may be automatically extended.]

[The Notes are exposing investors to foreign exchange risk.]

[The market price of Variable Linked Rate Notes with a multiplier or other coverage factor may be
volatile, and the value of such Notes on the secondary market is subject to greater levels of risk than
is the value of other Notes.]

[The formula used to determine the amount of principal, premium and/or interest payable with
respect to the Variable Linked Notes contains a multiplier or leverage factor, the effect of any
change in the applicable currency, stock, interest rate or other index will therefore be increased.]
[Notes may be subject to conversion or write-off associated to a regulatory bail-in under the
European Union’s Bank Recovery and Resolution Directive (2014/59/EU).]

Offer

E.2b  Reasons for the offer and use of proceeds

E.3 [I'.e]rms and conditions of the offer

E4 Ealerest material to the offer including conflicting interests
E.7 I[E.s]timated expenses charged to the investor

[e]
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3. RISK FACTORS

(Annex V.2, IV.” And XI.3 of Regulation (EC) 809/2004)

The following sets out certain aspects of the offering of the Notes of which prospective investors should be aware
of.

An investment in the Notes involves a degree of risk. Prospective investors should carefully consider the risks set
forth below and the other information contained in this Prospectus (including information incorporated by
reference) before making any investment decision in respect of the Notes. The risks described below are risks
which the Issuers believe may have a material adverse effect on the relevant Issuer's financial condition and the
results of its operations, the value of the Notes or the relevant Issuer's ability to fulfil its obligations under the
Notes. All of these factors are contingencies which may or may not occur and neither Belfius Bank nor Belfius
Financing Company is in a position to express a view on the likelihood of all or any of such contingencies
occurring. Additional risk and uncertainties, including those of which the Issuers are not currently aware or
deems immaterial, may also potentially have an adverse effect on the relevant Issuer's business, results of
operations, financial condition or future prospectus or may result in other events that could cause investors to
lose all or part of their investment.

Factors which the Issuers believe may be material for the purpose of assessing the market risks associated with
the Notes issued under the Programme are also described below.

The Issuers believe that the factors described below represent the principal risks inherent in investing in Notes
issued under the Programme, but the inability of the relevant Issuer to pay interest, principal or other amounts
on or in connection with any Notes may occur for other reasons which are not known to the Issuers or which the
Issuers deem immaterial at this time.

Prospective investors should also read the detailed information set out elsewhere in the Base Prospectus
(including any documents deemed to be incorporated in it by reference) and reach their own views prior to
making any investment decision.

In case of doubt in respect of the risks associated with the Notes and in order to assess their adequacy with their
personal risk profile, investors should consult their own financial, legal, accounting and tax experts about the
risks associated with an investment in these Notes, the appropriate tools to analyse that investment, and the
suitability of that investment in each investor’s particular circumstances. No investor should purchase the Notes
described in the Base Prospectus unless that investor understands and has sufficient financial resources to bear
the price, market, liquidity, structure, redemption and other risks associated with an investment in these Notes.
The market value can be expected to fluctuate significantly and investors should be prepared to assume the
market risks associated with these Notes.

Factors that may affect Belfius Bank’s ability to fulfill its obligations under the
Notes.

Like other banks, Belfius Bank faces financial risk in the conduct of its business, such as credit risk, operational
risk and market risk (including liquidity risk).

3.1. Risks related to the business of banks in general, and to the Business of
Belfius Bank

3.1.1. Credit Risk

General credit risks are inherent in a wide range of Belfius Bank’s businesses. These include risks arising from
changes in the credit quality of its borrowers and counterparties and the inability to recover loans and any
amounts due. Belfius Bank is subject to the credit risk that third parties (such as trading counterparties,
counterparties under swaps and credit and other derivative contracts, borrowers of loans made available by
Belfius Bank, the issuers of securities which Belfius Bank holds, customers, clearing agents and clearing houses,
exchanges, guarantors, (re-)insurers and other financial intermediaries owing Belfius Bank money, securities or
other assets) do not pay, deliver or perform under their obligations. Bankruptey, lack of liquidity, downturns in
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the economy or real estate values, operational failure or other reasons may cause them to default on their
obligations towards Belfius Bank.

Being a universal commercial credit institution, Belfius Bank is financing clients from the public and social
sector and corporates through its Public and Corporate Banking business unit as well as households, self-
employed persons and small businesses through its Retail and Commercial Banking business unit.

Credit risk measurements rely principally on internal rating systems put in place by Belfius Bank under Basel II.
The risk approach of Belfius Bank is based on its decision to apply the IRBA 1 Advanced method. This means
that Belfius Bank makes use of internal models for defining the risk parameters Probability of Default (PD),
Loss Given Default (LGD) and Credit Conversion Factor (CCF — the conversion in terms of percentage of an
available credit line in an amount draw down) for off-balance-sheet commitments. This choice has been
acknowledged by the regulators. Each counterparty is rated by analysts in charge of credit risk or by dedicated
scoring systems. This rating corresponds to a valuation of the counterparty’s level of default risk, expressed on
an internal rating scale, and is a key element in the loan granting process by the credit committee or by
automated granting systems. Ratings are reviewed at least annually according to regulatory constraints, and this
allows a proactive identification of counterparties requiring regular monitoring by the “watchlist” committee.

In order to control the general credit risk profile and to limit risk concentrations, credit risk limits are defined for
each counterparty, fixing the maximum exposure to credit risk deemed acceptable for a given counterparty.
Limits may also be imposed per economic sector and per product. The risk management department proactively
monitors these limits, in relation to the evolution of the perception of risks run by Belfius Bank. In order to take
more recent events into consideration, specific limits may be frozen at any time by the risk management
department. Nonetheless, no assurance can be given that the strategy and framework to control the general credit
risk profile and to limit risk concentrations will be effective and will not have an adverse effect on Belfius
Bank’s results of operations, financial conditions or prospects.

The liquidity risk at Belfius Bank is mainly stemming from:

e The variability of the amounts of commercial funding collected from Retail and Private customers,
small, medium-sized and large companies, public and similar customers and the way these funds are
allocated to customers through all type of loans;

o the volatility of the collateral that is to be deposited at counterparties as part of the CSA framework for
derivatives and repo transactions (so-called cash & securities collateral);

e the value of the liquidity reserves by virtue of which Belfius Bank can collect funding on the repo
market and/or from the ECB;

o the capacity to obtain interbank and institutional funding.

Liquidity and Capital Management (“LCM?”), a division situated within the scope of the Chief Financial Officer
(“CFO”), is the front-line manager for the liquidity and capital requirements of Belfius Bank. It identifies,
analyses and reports on current and future liquidity positions and risks, and defines and coordinates funding
plans and actions under the operational responsibility of the CFO and under the general responsibility of the
Management Board. The CFO also bears final operational responsibility for managing the interest rate risk
contained in the banking balance sheet via the Asset and Liability Management (“ALM”) department and the
Asset and Liability Committee (“ALCo”), meaning that total balance sheet management lies within its
operational responsibility.

LCM organises a weekly Liquidity Management Committee (“LMC”), in presence of the CFO, the Risk
Department, the Treasury Department of the Financial Markets and the Retail & Commercial and Public &
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Corporate Business lines. This committee implements the decisions taken by LCM in relation to obtaining short-
term and long-term funding on the institutional markets and through the commercial franchise.

LCM also monitors the funding plan to guarantee that Belfius Bank will continue to comply with its internal and
regulatory liquidity ratios.

LCM reports on a daily and weekly basis to the Management Board about Belfius Bank’s liquidity situation.

Second-line controls for monitoring the liquidity risk are performed by the Risk department, which ensures that
the reports published are accurate, challenges the retained hypothesis and models, realises simulation over stress
situations and oversees compliance with limits, as laid down in the Liquidity Guideline.

The businesses and earnings of Belfius Bank and of its individual business segments are affected by market
conditions. Market risk can be understood as the potential adverse change in the value of a portfolio of financial
instruments due to movements in market price levels, to changes of the instrument’s liquidity, to changes in the
volatility levels for market prices or changes in the correlations between the levels of market prices.

Belfius Bank records several additional value adjustments which might vary significantly based on market
evolutions of for example credit and basic risk.

Management of market risk within Belfius Bank is focused on all Non Financial and Financial Markets activities
and encompasses interest rate risk, spread risk and associated credit risk/liquidity risk, foreign-exchange risk,
equity risk (or price risk), inflation risk and commodity price risk.

Non Financial Markets activities

Managing structural exposure to market risks (including interest rate risk, equity risk, real estate risk and foreign
exchange risk) is also known as ALM. The structural exposure at the Issuer results from the imbalance between
its assets and liabilities in terms of volumes, durations and interest rate sensitivity.

Belfius Bank’s Board of Directors has the ultimate responsibility for setting the strategic risk tolerance, including
the risk tolerance for market risks in non financial markets activities. The Management Board of the Issuer and
Belfius Insurance have the ultimate responsibility for managing the interest rate risks of Belfius Bank within the
above set risk tolerance and within the regulatory framework.

Operational responsibility for effective ALM is delegated to the AL Co. The ALCo manages interest rate risk,
foreign exchange risk, and liquidity risk of Belfius Bank’s and Belfius Insurance’s balance sheets within a
framework of normative limits and reports to the Management Board. Important files at a strategic level are
submitted for final decision to the Management Board, which has the final authority before any practical
implementation.

The ALCo of Belfius Bank is responsible for guiding and monitoring balance sheet and off-balance —sheet
commitments and, in doing so, places an emphasis on:

e the creation of a stable income flow;

e the maintenance of economic value; and

e the insurance of robust and sustainable funding.
Financial Markets activities

Financial Markets activities encompass client-oriented activities and hedge activities at the Issuer. No Financial
Markets activities are undertaken at Belfius Insurance. For their needs in Financial Markets products, Belfius
Insurance turns to the Issuer or other banks.
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The Value-at-Risk (“VaR”™) concept is used as the principal metric for proper management of the market risk
Belfius Bank is facing. The VaR measures the maximum loss in Net Present Value (“NPV™) the bank might be
facing in normal and/or historical market conditions over a period of 10 days with a confidence interval of 99%.
The following risks are monitored at Belfius Bank using a VaR computation:

¢ The interest rate and foreign-exchange rate risk: this category of risk is monitored via an historical VaR
based on an internal model approved by the National Bank of Belgium

The historical simulation approach consists of managing the portfolio through a time series of historical
asset yields. These revaluations generate a distribution of portfolio values (yield histogram) on the basis
of which a VaR (% percentile) may be calculated.

The main advantages of this type of VaR are its simplicity and the fact that it does not assume a normal
but a historical distribution of asset yields (distributions may be non-normal and the behaviour of the

observations may be non-linear).

e The general and specific equity risks are measured on the basis of a historical VaR with full valuation

based on 300 scenarios.

e The spread risk and the inflation risk are measured via a historical approach, applying 300 observed

variations on the sensitivities.

Since the end of 2011, Belfius Bank has computed a Stressed Value-at-Risk (“S-VaR”) on top of its regular VaR,
which also enters into the computation of weighted risks for Market Risk. This S-VaR measure consists of
calculating an historical VaR based on a 12 consecutive months observation period which generates the largest
negative variations of Net Present Value in the bank’s current portfolio of financial instruments.

Belfius Bank defines “operational risk™ as the risk of financial or non-financial impact resulting from inadequate
or failed internal processes, people and systems, or from external events. The definition includes legal,
reputational and strategic risk but excludes expenses from commercial decisions.

The framework on the management of operational risk at Belfius Bank is in place and is based on the principles
mentioned in the “principles for the sound management of operational risk” of the Bank for International
Settlements.

The governance structure is based on a first line responsibility by the business management and a second line
responsibility by the operational risk management department, who defines the methodological principles. There
is a clear separation of duties between both lines.

The operational risk management includes the collection of operational events (loss data), the organisation of
yearly risk and control self-assessments, as well as the performance of scenario analysis, the collection of
insurance claims and the yearly review of the insurance policies, advice on operational risk topics, co-ordination
of the fraud management at Belfius Bank, the development and testing of business continuity plans and
performance of business impact analysis, a crisis management programme, the management of information risk.
All activities of Belfius Bank are covered by the current framework.

Belfius Bank faces strong competition across all its markets from local and international financial institutions
including banks, life insurance companies and mutual insurance organisations. While Belfius Bank believes it is
positioned to compete effectively with these competitors, there can be no assurance that increased competition
will not adversely affect Belfius Bank’s pricing policy and lead to losing market share in one or more markets in

which it operates.

Competition is also affected by other factors such as changes in consumer demand and regulatory actions.
Moreover competition can increase as a result of internet and mobile technologies changing customer behaviour,
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the rise of mobile banking and the threat of banking business being developed by non-financial companies, all of
which may reduce the profits of the credit institution.

As is the case for all credit institutions, Belfius Bank’s business activities are subject to substantial regulation
and regulatory oversight in the jurisdictions in which it operates, mainly in Belgium.

Recent developments in the global markets have led to an increased involvement of various governmental and
regulatory authorities in the financial sector and in the operations of financial institutions. In particular,
governmental and regulatory authorities in France, the United Kingdom, the United States, Belgium,
Luxembourg and elsewhere have, as a result, provided additional capital and funding requirements and have
introduced and may, in the future, be introducing a significantly more restrictive regulatory environment,
including new accounting and capital adequacy rules, restrictions on termination payments for key personnel and
new regulation of derivative instruments. Current regulation, together with future regulatory developments,
could have an adverse effect on how Belfius Bank conducts its business and on the results of its operations.

The recent global economic downturn has resulted in significant changes to regulatory regimes. There have been
significant regulatory developments in response to the global crisis, including the stress test exercise co-
ordinated by the Committee of European Banking Supervisors in co-operation with the European Central Bank
(the “ECB”), liquidity risk assessments and the adoption of a new regulatory framework. The most relevant
areas of regulation include the following:

. The requirements under Basel III have been implemented in the European Union through the adoption
of (1) Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on access to the
activity of credit institutions on prudential requirements for credit institutions and investment firms (“CRD”) and
(11) Regulation (EU) No. 575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential
requirements for credit institutions and investment firms (“CRR” and together with CRD, “CRD IV™).

. The European Parliament and the Council of the European Union adopted on respectively 15 April 2014
and 6 May 2014 Directive 2014/59/EU of the European Parliament and of the Council of 15 May 2014
establishing a framework for the recovery and resolution of credit institutions and investment firms and
amending Council Directive 82/891/EEC, and Directives 2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC,
2007/36/EC, 2011/35/EU, 2012/30/EU and 2013/36/EU, and Regulations (EU) No 1093/2010 and (EU) No
648/2012, of the European Parliament and of the Council (the “Bank Recovery and Resolution Directive” or
“BRRD”). The aim of the BRRD is to provide supervisory and resolution authorities, including the resolution
college of the NBB within the meaning of Article 21ter of the Law of 22 February 1998 establishing the organic
statute of the National Bank of Belgium, or any successor body or authority of the resolution college (including
the SRB (as defined below)) (the “National Resolution Authority” and, together with the national resolution
authorities of other participating Member States, the “NRAs” ), with common tools and powers to address
banking crises pre-emptively in order to safeguard financial stability and minimise taxpayers' exposure to losses.
Regulation (EU) No 806/2014 of the European Parliament and of the Council of 15 July 2014 establishing
uniform rules and a uniform procedure for the resolution of credit institutions and certain investment firms in the
framework of a Single Resolution Mechanism and a Single Resolution Fund entered into force on 19 August
2014. From that moment, a centralised power of resolution has been established and entrusted to the Single
Resolution Board (the “SRB”). The SRB is operational as from 1 August 2016. Once operational, the SRB will
work in close cooperation with the NRAs.

e As part of the so-called banking union, the “Single Supervision Mechanism™ or “SSM” was
adopted by Council Regulation (EU) No 1024/2013 of 15 October 2013 conferring specific tasks
on the European Central Bank concerning policies relating to the prudential supervision of credit
institutions. Under the SSM, the European Central Bank (ECB) will assume certain supervisory
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responsibilities in relation to Belfius Bank, which were previously handled by the NBB. The ECB
may interpret the applicable banking regulations, or exercise discretions given to the regulator
under the applicable banking regulations, in a different manner than the NBB.

e On 25 April 2014, a new law on the status and supervision of credit institutions was adopted in
Belgium (i.e. Wet op het statuut van en het toezicht op kredietinstellingen / Loi relative au statut
et au contréle des établissements de crédit) (the “Belgian Banking Law™). The Belgian Banking
Law entered, subject to certain exceptions (including in respect of its resolution regime), into
force on 7 May 2014.

Belfius Bank’s business and earnings are also affected by fiscal and other policies that are adopted by the various
regulatory authorities of the European Union, foreign governments and international agencies. The nature and
impact of future changes to such policies are not predictable and are beyond Belfius Bank’s control.

Belfius Bank conducts its business subject to on-going regulation and associated regulatory risks, including the
effects of changes in the laws, regulations, policies and interpretations mainly in Belgium but also in the other
regions in which Belfius Bank does business. Changes in supervision and regulation, in particular in Belgium,
could materially affect Belfius Bank’s business, the products and services offered by it or the value of its assets.

The Belgian Banking L.aw is based on the existing regulatory framework and implements into Belgian law (i) the
CRD, as defined and explained in paragraph 3.1.8 (Effective capital management and capital adequacy and
liquidity requirements) below, and (i1) the BRRD, as defined and explained in paragraph 3.1.9 (Furopean
Resolution Regime) below.

The Banking Law replaced the previous banking law of 22 March 1993. The Banking Law also introduces a
number of specific provisions broadly in line with developments at the Furopean level, such as certain
limitations on trading activities, restrictions on proprietary trading, certain specific requirements (such as the
obligation to maintain a minimum ratio of unencumbered assets) or general liens for the benefit of depositors on
the movable assets of the Issuer (subject to certain limitations). The Banking Law further contains powers to
allow the government to conform the Banking Law to developments at a European level in certain areas,
including through the adoption of royal decrees.

The Belgian Banking Law will have an impact that goes beyond the mere transposition of the aforementioned
CRD and BRRD. This is, in particular, but not solely, due to (i) the increased regulatory attention to, and
regulation of, corporate governance (including executive compensation), (ii) the need for strategic decisions to
be pre-approved by the regulator, and (iii) the prohibition (subject to limited exceptions) of proprietary trading.
In respect of the last point, Belfius Bank does not expect such prohibition to have a material impact on its
business as it is currently being conducted.

In addition, the Lead Regulator (means the NBB, ECB or any successor entity primarily responsible for the
prudential supervision of the Issuer) will need to pre-approve any strategic decision of any Belgian financial
institution subject to the Belgian Banking Law (including the Issuer, and regardless of it being systemically
important or not). For these purposes, strategic decisions include decisions having significance relating to each
investment, disinvestment, participation or strategic cooperation agreement of the financial institution, including
decisions regarding the acquisition of another institution, the establishment of another institution, the
incorporation of a joint venture, the establishment in another country, the conclusion of cooperation agreement,
the contribution of or the acquisition of a branch of activities, a merger or a demerger. The Lead Regulator will
have the benefit of extensive discretionary power in this area.

It should be noted that (i) certain elements of the Belgian Banking Law require further detailed measures to be
taken by other authorities, in particular the National Bank of Belgium, (i1) certain elements of the Belgian
Banking Law will be influenced by further regulations (including through technical standards) taken or to be
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taken at European level, and (iii) the application of the Belgian Banking L.aw may be influenced by the recent
assumption by the European Central Bank of certain supervisory responsibilities which were previously handled
by the National Bank of Belgium and, in general, by the allocation of responsibilities between the European
Central Bank and the National Bank of Belgium.

Finally, it should be noted that certain of the European initiatives (in particular the prohibition on proprietary
trading) to be transposed into Belgian law pursuant to the Belgian Banking Law are still in draft form, or subject
to political discussion, at the European level. Whilst the Belgian Banking Law contains powers to allow the
government to conform the Belgian Banking Law to developments at a European level in certain areas through a
royal decree, it cannot be ruled out that there will be differences between the regulatory regime promulgated by
the relevant European directives and the regulatory regime of the Belgian Banking Law.

Effective management of Belfius Bank’s capital is critical to its ability to operate its businesses, to grow
organically and to pursue its strategy of returning to standalone strength. Belfius Bank is required by regulators
in EU and other jurisdictions in which it undertakes regulated activities to maintain adequate capital resources.
The maintenance of adequate capital is also necessary for Belfius Bank’s financial flexibility in the face of
continuing turbulence and uncertainty in the global economy.

In December 2010, the Basel Committee on Banking Supervision (the “Basel Committee”) reached agreement
on comprehensive changes to the capital adequacy framework, known as Basel I1I. A revised version of Basel III
was published in June 2011. The purpose was to raise the resilience of the banking sector by increasing both the
quality and quantity of the regulatory capital base and enhancing the risk coverage of the capital framework.
Among other things, Basel III introduced new eligibility criteria for common equity Tier 1, Additional Tier 1 and
Tier 2 capital instruments with a view to raising the quality of regulatory capital, and increased the amount of
regulatory capital that institutions are required to hold. Basel III also requires institutions to maintain a capital
conservation buffer above the minimum capital ratios which, if not maintained, results in certain capital
distribution constraints being imposed on Belfius Bank. The capital conservation buffer, to be comprised of
common equity Tier 1 capital, would result in an effective common equity Tier 1 capital requirement of 7 per
cent. of risk-weighted assets (i.e., its assets adjusted for their associated risks). In addition, Basel III directs
national regulators to require certain institutions to maintain a counter-cyclical capital buffer during periods of
excessive credit growth. Basel III further introduced a leverage ratio for institutions as a backstop measure, to be
applied from 2018 alongside current risk-based regulatory capital requirements. The changes in Basel III are
contemplated to be phased in gradually between January 2013 and January 2022. Basel 1II has been introduced
in the European Union through CRD IV,

CRD 1V (consisting of CRD and CRR) applies since 1 January 2014 and imposes a series of new requirements,
many of which are being phased in over a number of years. Certain portions of CRD have been transposed into
Belgian law through the Belgian Banking Law and, although CRR applies directly in each Member State, CRR
leaves a number of important interpretational issues to be resolved through binding technical standards, and
leaves certain other matters to the discretion of national regulators. In addition, the European Central Bank may,
following the assumption of certain supervisory responsibilities, interpret CRD IV, or exercise discretion
accorded to the regulator under CRD IV (including options with respect to the treatment of assets of other
affiliates) in a different manner than the National Bank of Belgium. To the extent that Belfius Bank has estimated
the indicative impact that CRD IV may have on the calculation of its risk-weighted assets and capital ratios, such
estimates are preliminary and subject to uncertainties and change.

Basel III and CRD IV change the capital adequacy and liquidity requirements in Belgium and in other
jurisdictions. The application of increasingly stringent stress case scenarios by the regulators may (i) require
Belfius Bank to raise additional capital resources (including common equity Tier 1, additional Tier 1 capital and
Tier 2 capital) by way of further issuances of securities, and (ii) result in existing Tier 1 and Tier 2 securities
issued by Belfius Bank ceasing to count towards Belfius Bank’s regulatory capital, either at the same level as
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present or at all. The requirement to raise additional Tier 1 and Tier 2 capital could have a number of negative
consequences for Belfius Bank. If Belfius Bank is unable to raise the requisite capital, it may be required to
further reduce the amount of its weighted risks.

Any change that limits Belfius Bank’s ability to manage effectively its balance sheet and capital resources going
forward (including, for example, reductions in profits and retained earnings as a result of impairments and
increases in weighted risks) or to access funding sources could have a material adverse impact on its financial
condition and regulatory capital position or result in a loss of value in the Notes.

The BRRD grants powers to resolution authorities that include (but are not limited to) the introduction of a
statutory “write-down and conversion power” in relation to Tier 1 capital instruments and Tier 2 capital
instruments (including the Subordinated Notes) and a “bail-in” power in relation to eligible liabilities (as defined
in BRRD) (including the Senior Notes) and capital instruments. These powers allow the Lead Regulator to
cancel all or a portion of the principal amount of, or interest on, certain unsecured liabilities (which could
include the Notes) of a failing institution and/or to convert certain debt claims (which could be the Notes) into
another security, including ordinary shares of Belfius Bank or any other surviving group entity, if any. The “write
down and conversion” and “bail-in” powers are part of a broader set of resolution powers provided to the
resolution authorities under the BRRD in relation to distressed credit institutions and investment firms. These
resolution powers include the ability for the resolution authorities to force, in certain circumstance of distress,
the sale of credit institution’s business or its critical functions, the separation of assets, the replacement or
substitution of the credit institution as obligor in respect of debt instruments, modifications to the terms of debt
instruments (including amending the maturity date, any interest payment date or the amount of interest payable
and/or imposing a temporary suspension of payments) and/or discontinue the listing and admission to trading of
debt instruments issued by the credit institution.

The Resolution Authority must write down or convert all Tier 1 capital instruments and Tier 2 capital instruments
(such as the Subordinated Notes) at the institution's or group’s point of non-viability (i.e., the point at which the
relevant authority determines that the institution or group meet the conditions for resolution or would cease to be
viable (within the meaning of Article 251 of the Belgian Banking Law) if those capital instruments were not
written down or converted). In addition, all Tier 1 capital instruments and the Tier 2 capital instruments (such as
the Subordinated Notes) must be written-down or converted before, or at least together with, the application of
any resolution tool (including the exercise of the bail-in powers). See also risk factor “Holders of Subordinated
Notes will be required to absorb losses in the event the Issuer becomes non-viable or if the conditions for the

exercise of resolution powers are met”.

Accordingly, the Subordinated Notes could, in any event, be written-down or converted at the latest at the same
time as any bail-in of senior debt claims and possibly before, if deemed necessary in order to avoid the
institution becoming non-viable.

The Phased In Common Equity Tier 1 capital ratio (CET 1 ratio) stood at 15.7% at the end of June 2016,
compared to 15.9% at the end of 2015, and the Fully Loaded Common Equity Tier 1 capital ratio (CET 1 ratio)
stood at 15.2% at the end of June 2016, compared to 14.9% at the end of 2015. With the application of the 2016
grandfathering rules, the CET 1 ratio pro forma for the end of 2015 would have amounted to 15.6% compared to
the CET 1 ratio of 15.9% as reported for the end of 2015.

The tier 1 capital ratio (ratio of the amount of tier 1 capital compared to the risk-weighted assets of the bank) can
give an indication of the strength of a bank, given the fact that tier 1 capital is the first layer to absorb losses in
times of financial distress.

As some of the requirements are subject to further implementation, it is not yet possible to assess the full impact
of the BRRD or the Banking Law on Belfius Bank and on holders of its securities. Furthermore, the relevant
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regulator has not yet established the minimum requirement of own funds and eligible liabilities (MREL) for
Belfius Bank (expected Q4/2016, and more probably: Q1/2017).

All the mandatory information pursuant to the articles 431 CRR 1is disclosed in our Annual Report and Semi-
Annual Report, available on Belfius Bank’s website:

https://www.belfius.com/EN/results/index.aspx

https://www.belfius.com/EN/reports/index.aspx

BRRD had been transposed into Belgian law as from 3 March 2015. Under the Belgian bank recovery and
resolution regime, the supervisory and resolution authorities, which includes the National Resolution Authority,
are able to take a number of measures in respect of any credit institution it supervises if deficiencies in such
credit institution's operations are not remedied. Such measures include: the appointment of a special
commissioner whose consent is required for all or some of the decisions taken by all the institution's corporate
bodies, the imposition of additional requirements in terms of solvency, liquidity, risk concentration and the
imposition of other limitations; requesting limitations on variable remuneration; the complete or partial
suspension or prohibition of the institution's activities; the requirement to transfer all or part of the institution's
participations in other companies, replacing the institution's directors or managers; and revocation of the
institution's licence, the right to impose the reservation of distributable profits, or the suspension of dividend
distributions or interest payments to holders of Additional Tier 1 capital instruments.

Furthermore, the Lead Regulator can impose specific measures on an important financial institution (including
Belfius Bank, and whether systemic or not) when the Lead Regulator is of the opinion that (a) such financial
institution has an unsuitable risk profile or (b) the policy of the financial institution can have a negative impact
on the stability of the financial system.

The Belgian Banking Law allows the National Resolution Authority to take resolution actions (in which respect
please see paragraph 3.1.9 (Furopean Resolution Regime) above). Such powers include the power to (1) direct
the sale of the relevant financial institution or the whole or part of its business on commercial terms without
requiring the consent of the shareholders or complying with procedural requirements that would otherwise apply,
(11) transfer all or part of the business of the relevant financial institution to a “bridge institution” (an entity
created for that purpose which is wholly or partially in public control) and (ii1) separate assets by transferring
impaired or problem assets to a bridge institution or one or more asset management vehicles to allow them to be
managed with a view to maximising their value through eventual sale or orderly wind-down.

In addition, the Belgian Banking L.aw grants a “bail in” power to the National Resolution Authority as set out in
paragraph 3.1.9 (FEuropean Resolution Regime) above). These bail-in powers will, at the earliest, enter into force
on 1 January 2016.

The “write-down and conversion power” (see paragraph 3.1.9 (Furopean resolution regime) above) has also
been transposed in the Belgian Banking Law.

Subject to certain exceptions, as soon as any of these proposed proceedings have been initiated by the National
Resolution Authority, the relevant counterparties of such credit institution (including the Noteholders) would not
be entitled to invoke events of default or set off their claims against the credit institution. The Belgian Banking
Law confirms that the new law will not affect the financial collateral arrangements (including close-out netting
and repo-transactions) subject to the Belgian law of 14 December 2004 on financial collateral (transposing
Directive 2002/47/EC in Belgian law), although the mere fact that a recovery or resolution measure is taken by
the National Resolution Authority may not cause an event of default, give rise to any close-out or enforcement of
security to the extent that the essential provisions of the agreement remain respected. Note that the protection of
financial collateral arrangements provided for by the Belgian Banking Law is slightly broader than the regime
set out in the BRRD (with the latter containing certain exceptions to the protection of such arrangements to the
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extent deposits that may be repayable by a deposit guarantee scheme are part of such arrangements) and that, as
a consequence the Belgian Banking L.aw may need to be amended to provide for the same exceptions.

As indicated above, under the Belgian Banking L.aw, the powers of the supervisory and resolution authorities are
significantly expanded. Implementation by the supervisory and/or resolution authorities of any of their powers of
intervention could have an adverse effect on the interests of the Noteholders.

Belfius Bank’s profitability could be adversely affected by a worsening of general economic conditions
domestically, globally or in certain individual markets such as Belgium. Factors such as interest rates, inflation,
investor sentiment, the availability and cost of credit, the liquidity of the global financial markets and the level
and volatility of equity prices could significantly affect the activity level of customers. For example:

¢ An economic downturn or significantly higher interest rates could adversely affect the credit quality of
Belfius Bank’s on-balance sheet and off-balance sheet assets by increasing the risk that a greater
number of Belfius Bank’s customers would be unable to meet their obligations;

¢ A continued market downturn or further worsening of the economy could cause Belfius Bank to incur
mark-to-market losses in some of its portfolios; and

¢ A continued market downturn would be likely to lead to a decline in the volume of transactions that
Belfius Bank executes for its customers and, therefore, lead to a decline in the income it receives from
fees and commissions and interest.

All of the above could in turn affect Belfius Bank’s ability to meet its payment obligations under the Notes or the
Guarantee.

The creation of the banking union in the European Union and the subsequent requirements imposed upon
financial institutions by that banking union has supported and strengthened the stability of the financial system.
This has also led to a higher level of confidence in the financial institutions in general. However, financial
institutions can still be forced to seek additional capital, merge with larger and stronger institutions and, in some
cases, be resolved in an organised manner.

Fears of a hard landing of the Chinese economy have abated and the credit and stock markets experienced a
period of low volatility. Mainly in the bond market a continued upward pressure on the prices exists thanks to the
sustained actions by the monetary authorities to keep the interest rates at a low or even negative level. The
European economy has thus entered a period of positive but low economic growth with low or negative interest
rates. Because of the impact of these negative interest rates on the business model of financial institutions it
cannot be excluded that the financial sector witnesses again a period of lack of confidence, volatility of its
market valuation and reduced profitability. It can then not be excluded that this economic context may materially
and adversely affect Belfius Bank’s business and financial conditions, which could in turn affect Belfius Bank’s
(as Issuer or Guarantor) ability to meet its payments under the Notes Issuance Programme.

On 23 June 2016, in a referendum the UK expressed its wish to leave the European Union. This outcome was
unexpected by the financial markets and led to strong declines in the stock markets as well as a depreciation of
the euro and especially the sterling against the US dollar. Due to the rush of investors to high quality assets,
interest rates also fell. The 10-year German bund even became negative and traded at approximately -13 bps at
the end of June. How the exit from the European Union will work out, in which time frame, and which economic
sectors will be impacted, is for the time being unknown. This again increases uncertainty and volatility.
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The UK is also one of Belgium’s most important export markets. According to the National Bank of Belgium,
business with the UK represents approximately EUR 3 billion of added value. What effect the Brexit may have
on these trade relations is currently unknown.

The credit risk exposure of Belfius counterparties in the United Kingdom amounted to EUR 11 billion by the end
of June 2016. Almost three-quarters of this credit risk exposure concerns bonds, of which close to 60% are
inflation-linked, issued by utilities and infrastructure companies in the United Kingdom that operate in regulated
sectors such as water and electricity distribution. These bonds are of good credit quality (98% investment grade),
and moreover the majority of the outstanding bonds are covered with a credit protection issued by a credit
insurer that is independent from the bond issuer. The remainder concerns the bond portfolio of Belfius Insurance,
a short-term credit portfolio for treasury management of Belfius Bank and receivables on clearing houses. The
credit risks on those portfolios are also of good credit quality.

The H1 2016 result of Belfius Bank decreased slightly following the low interest rate environment and the
volatile financial markets related to the Brexit market turmoil at the end of the first half of 2016.

Belfius Bank’s business activities are dependent on the level of banking, finance and financial services required
by its customers. In particular, levels of borrowing are heavily dependent on customer confidence; the state of
the economies Belfius Bank does business in, market interest rates and other factors that affect the economy.
Also, the market for debt securities issued by banks is influenced by economic and market conditions and, to
varying degrees, market conditions, interest rates, currency exchange rates and inflation rates in other European
and other countries. There can be no assurance that current events in Europe or elsewhere will not cause market
volatility or that such volatility will not adversely affect the price of the Notes or that economic and market
conditions will not have any other adverse effect. The profitability of Belfius Bank’s businesses could, therefore,
be adversely affected by a worsening of general economic conditions in its markets, as well as by foreign and
domestic trading market conditions and/or related factors, including governmental policies and initiatives. An
economic downturn or significantly higher interest rates could increase the risk that a greater number of Belfius
Bank’s customers would default on their loans or other obligations to Belfius Bank, or would refrain from
seeking additional borrowing. As Belfius Bank currently conducts the majority of its business in Belgium, its
performance is influenced by the level and cyclical nature of business activity in this country, which is in turn
affected by both domestic and international economic and political events. There can be no assurance that a
lasting weakening in the Belgian economy will not have a material adverse effect on Belfius Bank’s future
results.

The rating agencies, Standard & Poor’s, Moody’s and Fitch Ratings, use ratings to assess whether a potential
borrower will be able in the future to meet its credit commitments as agreed. A major element in the rating for
this purpose is an appraisal of the company’s net assets, financial position and earnings performance. In addition,
Belfius Bank is wholly owned by the Belgian federal state through the Federal Holding and Investment
Company, and it is possible that, if the ratings assigned to the Belgian federal state were to be downgraded, that
could result in the ratings assigned to Belfius Bank being negatively affected. Moreover, as the ownership of a
bank is one of the factors taken into account in determining a bank’s rating, a change of ownership of Belfius
Bank could have a potential impact on the ratings assigned to Belfius Bank. A bank’s rating is an important
comparative element in its competition with other banks. It also has a significant influence on the individual
ratings of the most important subsidiaries. A downgrading or the mere possibility of a downgrading of the rating
of Belfius Bank or one of its subsidiaries might have adverse effects on the relationship with customers and on
the sales of the products and services of the company in question. In this way, new business could suffer, Belfius
Bank’s competitiveness in the market might be reduced, and its funding costs would increase substantially. A
downgrading of the rating would also have adverse effects on the costs to Belfius Bank of raising equity and
borrowed funds and might lead to new liabilities arising or to existing liabilities being called that are dependent
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upon a given rating being maintained. It could also happen that, after a downgrading, Belfius Bank would have
to provide additional collateral for derivative transactions in connection with rating-based collateral
arrangements. If the rating of Belfius Bank were to fall within the reach of the non-investment grade category, it
would suffer considerably. In turn, this would have an adverse effect on Belfius Bank’s ability to be active in
certain business areas.

3.1.15. Catastrophic events, terrorist attacks and other acts of war

Catastrophic events, terrorist attacks, other acts of war or hostility, and responses to those acts may create
economic and political uncertainties, which could have a negative impact on economic conditions in the regions
in which Belfius Bank operates and, more specifically, on the business and results of operations of Belfius Bank
in ways that cannot be predicted.

3.1.16. The proposed financial transactions tax (FTT”)

On 14 February 2013, the European Commission published a proposal for a Directive for a common FTT in
Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal, Slovenia and Slovakia (the
“participating Member States™). On 8 December 2015, Estonia however expressed its intention not to introduce
the FTT.

The proposed FTT has very broad scope and could apply to certain dealings in the Mortgage Pandbrieven
(including secondary market transactions) in certain circumstances. The issuance and subscription of Mortgage
Pandbrieven should, however, be exempt.

Under the proposals, the FTT could apply in certain circumstances to persons both within and outside of the
participating Member States. Generally, it would apply to certain dealings in the Mortgage Pandbrieven where at
least one party is a financial institution, and at least one party is established in a participating Member State. A
financial institution may be, or be deemed to be, “established” in a participating Member State in a broad range
of circumstances, including (a) by transacting with a person established in a participating Member State or (b)
where the financial instrument which is subject to the dealings is issued in a participating Member State.

The Issuer is a financial institution incorporated in Belgium and therefore financial institutions worldwide would
be subject to the FTT when dealing in the Mortgage Pandbrieven.

Joint statements issued by the participating Member States indicate an intention to implement the FTT
progressively, such that it would initially apply to shares and certain derivatives. The FTT, as initially
implemented on this basis, may not apply to dealings in the Mortgage Pandbrieven.

The proposed FTT remains subject to negotiation between the participating Member States and the timing
remains unclear. The proposed FTT may still be abandonded or repealed. Additional EU Member States may
decide to participate. Given the lack of certainty surrounding the proposals and their implementation, it is not
possible to predict what effect the proposed FTT might have on the business of Belfius Bank; it could materially
adversely affect the business of Belfius Bank. Prospective holders of the Mortgage Pandbrieven are strongly
advised to seek their own professional advice in relation to the FTT.

3.1.17. A substantial part of Belfius Bank’s assets are encumbered

Like every credit institution, a non-negligible part of the Belfius Bank’s assets are collateralised (by means of an
outright pledge, repo transaction or otherwise). The amount of assets pledged is linked to the funding granted by
external parties who demand collateral to mitigate the potential risk on Belfius Bank.

Belfius Bank established in November 2012 a Belgian Mortgage Pandbrieven Programme and in October 2014 a
Belgian Public Pandbrieven Programme. Both programmes are licensed by the NBB and each can issue Belgian
pandbrieven for a maximum amount of EUR 10,000,000,000. In accordance with the law of 3 August 2012
establishing a legal regime for Belgian covered bonds, the investors of pandbrieven benefit from a dual recourse,
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being an unsecured claim against the general estate of Belfius Bank and an exclusive claim against the relevant
special estate of Belfius Bank: one special estate for the mortgage pandbrieven and another special estate for the
public pandbrieven. However, the Noteholders may not exercise any rights against or attach any assets of the
special estates as they are reserved for the holders of pandbrieven. A credit institution cannot issue any further
Belgian covered bonds if the amount of cover assets exceeds 8 per cent. of the issuing credit institution’s total
assets.

The special estate in relation to the Belgian Mortgage Pandbrieven Programme is mainly composed of residential
mortgage loans and the special estate in relation to the Belgian Public Pandbrieven Programme is mainly
composed of loans to Belgian public sector entities. The value of the assets, contained in the relevant special
estate, need to be in proportion with the nominal amount of issued pandbrieven under such programme (in
accordance with applicable law and issue conditions). Only pandbrieven investors and other creditors, which can
be identified based on the pandbrieven issue conditions, have a claim on the relevant special estate.

Finally, it should be noted that the Belgian Banking Law introduced (i) a general lien on movable assets
(“algemeen voorrecht op roevende goederen’/”privilege général sur biens meubles’”) for the benefit of the
deposit guarantee fund (“garantiefonds voor financiéle diensten”/ fonds de garantie pour les services
financiers”) as well as (ii) a general lien on moveable assets for the benefit of natural persons and SMEs for
deposits exceeding EUR 100,000. These general liens entered into force on 3 March 2015. Such general liens
could have an impact on the recourse that any Noteholder would have on the general estate of Belfius Bank in
the case of an insolvency as the claims which benefit from such general liens will rank ahead of the claims of the
Noteholders.

3.2. Risks relating to the business of Belfius Financing Company.

Considering the close relationship with, and the guarantee of the obligations of Belfius Financing Company by
Belfius Bank, the risk factors as set out above in respect of Belfius Bank may also apply, directly and/or
indirectly, to Belfius Financing Company.

Belfius Financing Company is a fully owned subsidiary of Belfius Bank, which means, for Notes issued by
Belfius Financing Company, that the credit risks on the Issuer and the Guarantor are closely linked. The risk
factors as set out above in respect of Belfius Bank may therefore also apply, directly and/or indirectly, to Belfius
Financing Company. The credit risks on the Issuer and the Guarantor imply that the Noteholders may lose all or
part of their investment in the Notes in case the Issuer and the Guarantor become insolvent or are unable to fulfill
their obligations under the Notes.

Factors which are material for the purpose of assessing the market risks
associated with the Notes

Each of the factors described above may also have an impact on the risks associated with the Notes. Prospective
investors should carefully read the information set out below in conjunction with the risk factors related to the
businesses of the Issuers.

3.3. Risks related to the Notes generally

3.3.1. Warning: Notes may not be a suitable investment for all investors

Each potential investor in any Notes must determine the suitability of that investment in light of its own
circumstances.

Each of the Issuers believes that the factors described below represent the principal risks inherent in investing in
the Notes issued under the Programme, but the Issuers may be unable to pay or deliver amounts on or in
connection with any Notes for other reasons and the Issuers do not represent that the risks of holding any Notes
are exhaustive. Prospective investors should also read the detailed information set out elsewhere in this
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Prospectus (including any documents deemed to be incorporated by reference herein) and reach their own views
prior to making any investment decision.

In particular, each potential investor should:

¢ have sufficient knowledge and experience to make a meaningful evaluation of the relevant Notes, the
merits and risks of investing in the relevant Notes and the information contained or incorporated by
reference in this Prospectus or any applicable supplement;

e have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the relevant Notes and the impact such investment will
have on its overall investment portfolio;

¢ have sufficient financial resources and liquidity to bear all of the risks of an investment in the relevant
Notes, including where principal or interest is payable in one or more currencies, or where the
currency for principal or interest payments is different from the potential investor’s currency;

o understand thoroughly the terms of the relevant Notes and be familiar with the behaviour of any
relevant indices and financial markets; and

e be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for
economic, interest rate and other factors that may affect its investment and its ability to bear the
applicable risks.

Some Notes are complex financial instruments and such instruments may be purchased as a way to reduce risk or
enhance yield with an understood, measured, appropriate addition of risk to the overall portfolios. A potential
investor should not invest in Notes which are complex financial instruments unless it has the expertise (either
alone or with the help of a financial adviser) to evaluate how the Notes will perform under changing conditions,
the resulting effects on the value of such Notes and the impact this investment will have on the potential
investor’s overall investment portfolio.

The Terms and Conditions of the Notes contain provisions for calling meetings of Noteholders to consider
matters affecting their interests generally, including modifications to the Terms and Conditions and/or a
programme document and/or the substitution of an Issuer. These provisions permit defined majorities to bind all
Noteholders, including Noteholders who did not attend and vote at the relevant meeting and Noteholders who

voted in a manner contrary to the majority.

The EC Council Directive 2003/48/EC of 3 June 2003 on taxation of savings income in the form of interest
payments (the “EU Savings Directive”) requires each Member State as from 1 July 2005 to provide to the tax
authorities of another Member State details of payments of interest and other similar income (within the meaning
of the EU Savings Directive) made by a paying agent (within the meaning of the EU Savings Directive) within
its jurisdiction to, or collected by such paying agent for, an individual resident or certain types of entity (as
defined in the article 4.2 of the EU Savings Directive) established in that other Member State. However, for a
transitional period, Austria may instead (unless during that period they elect otherwise) operate a withholding
system in relation to such payments subject to a procedure whereby, on meeting certain conditions, the beneficial
owner of the interest or other income may request that no tax be withheld (the ending of such transitional period
being dependent upon the conclusion of certain other agreements relating to information exchange with certain
other countries). A number of non-EU countries and territories, including Switzerland, have adopted similar
measures (a withholding system in the case of Switzerland).

According to the Luxembourg law dated 25 November 2014, the Luxembourg government has abolished the
withholding tax system with effect from 1 January 2015 in favour of automatic information exchange under the
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EU Savings Directive. Furthermore, in October 2014, Austria reportedly agreed to a proposal amending
Directive 2011/16/EU which aims at reinforcing the current EU legislation in the field of automatic exchange of
information and which may ultimately lead to Austria abolishing the withholding system provided for in the EU
Savings Directive. This proposal was finally adopted on 9 December 2014 as Directive 2014/107/EU on
administrative cooperation in direct taxation which is further described in the section “EU Directive on the
taxation of savings income — Exchange of information™ hereinafter.

If a payment were to be made or collected through a Member State which has opted for a withholding system
and an amount of, or in respect of tax were to be withheld from that payment, neither the Issuer nor any Paying
Agent nor any other person would be obliged to pay additional amounts with respect to any Note as a result of
the imposition of such withholding tax. The Issuer is required to maintain a Paying Agent in a Member State that
will not be obliged to withhold or deduct tax pursuant to the Savings Directive.

On 24 March 2014, the Council of the European Union adopted EU Council Directive 2014/48/EU amending
and broadening the scope of the requirements described above. The changes will expand the range of payments
covered by the EU Savings Directive, in particular to include additional types of income payable on securities.
The EU Savings Directive will also apply a “look through approach™ to certain payments where an individual
resident in a Member State is regarded as the beneficial owner of that payment for the purposes of the EU
Savings Directive. This approach may apply to payments made to or by, or secured for or by, persons, entities or
legal arrangements (including trusts), where certain conditions are satisfied, and may in some cases apply where
the person, entity or arrangement is established or effectively managed outside of the European Union. Member
States are required to adopt and publish by 1 January 2016, laws and regulations necessary to comply with this
Directive and apply these new requirements from 1 January 2017.

On 18 March 2015, the European Commission has however proposed the repeal of the Savings Directive from 1
January 2017 in the case of Austria and from 1 January 2016 in the case of all other Member States (subject to
on-going requirements to fulfil administrative obligations such as the reporting and exchange of information
relating to, and accounting for withholding taxes on, payments made before those dates). This is to prevent
overlap between the Savings Directive and a new automatic exchange of information regime to be implemented
under Council Directive 2011/16/EU on administrative cooperation in the field of taxation (as amended by
Council Directive 2014/107/EU). The proposal also provides that, if it proceeds, Member States will not be
required to apply the new requirements of the Council Directive 2014/48/EU amending and broadening the
scope of the EU Savings Directive.

The exchange of information is, in the near future, expected to be governed by the broader Common Reporting
Standard (“CRS”). At present, more than 40 countries, including Belgium, have committed to implement the
information reporting according to CRS as from 2017. For further information regarding the CRS, please refer to
the section “EU Directive on the taxation of savings income — Exchange of information” below.

Investors who are in any doubt as to their position should consult their professional advisers.

Following the entry into force of the bail-in regime, holders of Senior Notes may lose some or all of their
investment (including outstanding principal and accrued but unpaid interest) as a result of the exercise by the
National Resolution Authority of the “bail-in” resolution tool.

The bail-in regime is expected to enter into force in Belgium on 1 January 2016, subject to adoption of the
relevant implementing rules. Accordingly, it is not yet possible to assess the full scope and impact of the bail-in
regime.

However, based on BRRD, the National Resolution Authority is expected (as from the entry into force of the
bail-in regime) to have the power to bail-in (i.e. write down or convert) more senior subordinated debt, if any,
(such as the claims of Eligible Creditors of the Issuer) and senior debt (such as the Senior Notes), after having
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written down or converted Tier 1 capital instruments and Tier 2 capital instruments (such as the Subordinated
Notes). The bail-in power will enable the National Resolution Authority to recapitalise a failing institution by
allocating losses to its shareholders and unsecured creditors (including holders of Senior Notes) in a manner
which is consistent with the hierarchy of claims in an insolvency of a relevant financial institution. The bail-in
power includes the power to cancel a liability or modify the terms of contracts for the purposes of deferring the
liabilities of the relevant financial institution and the power to convert a liability from one form to another.

In summary (and subject to the implementing rules), it is expected that the National Resolution Authority will be
able to exercise its bail-in powers if the following (cumulative) conditions are met:

@ the determination that Belfius Bank is failing or is likely to fail has been made by the relevant
regulator, which means that one or more of the following circumstances are present:

(i Belfius Bank infringes or there are objective elements to support a determination that Belfius
Bank will, in the near future, infringe the requirements for continuing authorisation in a way that would justify
the withdrawal of the authorisation by the competent authority, including but not limited to because Belfius Bank
has incurred or is likely to incur losses that will deplete all or a significant amount of its own funds;

(i) the assets of Belfius Bank are or there are objective elements to support a determination that
the assets of Belfius Bank will, in the near future, be less than its liabilities;

(iii) Belfius Bank is or there are objective elements to support a determination that Belfius Bank
will, in the near future, be unable to pay its debts or other liabilities as they fall due;

(iv) Belfius Bank requests extraordinary public financial support,

(b) having regard to timing and other relevant circumstances, there is no reasonable prospect that
any alternative private sector measures or supervisory action taken in respect of Belfius Bank would prevent the
failure of Belfius Bank within a reasonable timeframe; and

(c) a resolution action is necessary in the public interest.

The BRRD specifies that governments will only be entitled to use public money to rescue credit institutions if a
minimum of 8% of the own funds and total liabilities have been written down, converted or bailed in or, by way
of derogation, if the contribution to loss absorption and recapitalisation is equal to an amount not less than 20%
of risk-weighted assets and certain additional conditions are met.

3.3.5. The Issuer is not prohibited from issuing further debt, which may rank pari passu with or
senior to the Notes

There is no restriction on the amount of debt that the Issuer or the Guarantor may issue that ranks senior to, or
pari passu with, the Notes. The issue of any such debt or securities may reduce the amount recoverable by
investors upon the Issuer's insolvency. If the Issuer's financial condition were to deteriorate, the Noteholders
could suffer direct and materially adverse consequences, including reduction of interest and principal and, if the
Issuer were to be liquidated (whether voluntarily or involuntarily), the Noteholders could suffer loss of their
entire investment.

3.3.6. Change of law

The Terms and Conditions of the Notes are, save to the extent referred to therein, based on Belgian law in effect
as at the date of issue of the relevant Notes. No assurance can be given as to the impact of any possible judicial
decision or change to Belgian law or administrative practice after the date of issue of the relevant Notes.

In addition, any relevant tax law or practice applicable as at the date of this Prospectus and/or the date of
purchase or subscription of the Notes may change at any time (including during any subscription period or the
term of the Notes). Any such change may have an adverse effect on a Noteholder, including that the Notes may
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be redeemed before their due date, their liquidity may decrease and/or the tax treatment of amounts payable or
receivable by or to an affected Noteholder may be less than otherwise expected by such Noteholder.

3.3.7. The secondary market generally

Notes may have no established trading market when issued, and one may never develop. If a market does
develop, it may not be liquid. Therefore, investors may not be able to sell their Notes easily or at prices that will
provide them with a yield comparable to similar investments that have a developed secondary market. This is
particularly the case for Notes that are especially sensitive to interest rate, currency or market risks, are designed
for specific investment objectives or strategies or have been structured to meet the investment requirements of
limited categories of investors. These types of Notes generally would have a more limited secondary market and
a higher price volatility than conventional debt securities, liquidity may have a material adverse effect on the
market value of Notes.

3.3.8. Credit ratings may not reflect all risks

One or more independent credit rating agencies may assign credit ratings to an issue of Notes. The ratings may
not reflect the potential impact of all risks related to structure, market, additional factors discussed above, and
other factors that may affect the value of the Notes. A credit rating is not a recommendation to buy, sell or hold
securities and may be revised or withdrawn by the rating agency at any time.

In general, European regulated investors are restricted under the CRA Regulation from using credit ratings for
regulatory purposes, unless such ratings are issued by a credit rating agency established in the EU and registered
under the CRA Regulation (and such registration has not been withdrawn or suspended), subject to transitional
provisions that apply in certain circumstances whilst the registration application is pending. Such general
restriction will also apply in the case of credit ratings issued by non-EU credit rating agencies, unless the
relevant credit ratings are endorsed by an EU-registered credit rating agency or the relevant non-EU rating
agency is certified in accordance with the CRA Regulation (and such endorsement action or certification, as the
case may be, has not been withdrawn or suspended). Certain information with respect to the credit rating
agencies and ratings will be disclosed in the applicable Final Terms.

3.3.9. Legal investment considerations may restrict certain investments

The investment activities of certain investors are subject to investment laws and regulations, or review or
regulation by certain authorities. Each potential investor should consult its legal advisers to determine whether
and to what extent Notes are legal investments for it.

3.3.10. Reliance on the procedures of the X/N System, Euroclear and Clearstream, Luxembourg
for transfer, payment and communication with the Issuer

The Notes may be issued in dematerialised form under the Belgian Companies Code and cannot be physically
delivered. The Notes will be represented exclusively by book entries in the records of the X/N System. Access to
the X/N System is available through the X/N System participants whose membership extends to securities such
as the Notes. The X/N  System  participants include  certain  banks,  stockbrokers
("beursvennootschappen"/"sociétés de bourse"), and Euroclear and Clearstream, Luxembourg.

Transfers of interests in the Notes will be effected between the X/N System participants in accordance with the
rules and operating procedures of the X/N System. Transfers between investors will be effected in accordance
with the respective rules and operating procedures of the X/N System participants through which they hold their
Notes.

Neither the Issuer, nor any Agent will have any responsibility for the proper performance by the X/N System or
the X/N System participants of their obligations under their respective rules and operating procedures.
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A Noteholder must rely on the procedures of the X/N System, Furoclear and Clearstream, Luxembourg to
receive payments under the Notes. The Issuer nor any Agent will have no responsibility or liability for the
records relating to, or payments made in respect of, the Notes within the X/N System, Euroclear or Clearstream,
Luxembourg.

3.3.11. No Agent is required to segregate amounts received by it in respect of Notes cleared
through the X/N System, Euroclear and Clearstream Luxembourg

As applicable,the Agency Agreement (as defined in the Terms and Conditions) provides that an Agent will debit
the relevant account of the Issuer and use such funds to make payment to the Noteholders.

As applicable, the Agency Agreement also provides that an Agent will, simultaneously with the receipt by it of
the relevant amounts, pay to the Noteholder, directly or through the relevant clearing system, any amounts due in
respect of the relevant Notes. However, no Agent is required to segregate any such amounts received by it in
respect of the Notes, and in the event that such Agent were subject to insolvency proceedings at any time when it
held any such amounts, Noteholders would not have any further claim against the Issuer in respect of such
amounts, and would be required to claim such amounts from such Agent in accordance with applicable
insolvency laws.

3.3.12. No Agent assumes any fiduciary or other obligations to the Noteholders

Each Agent appointed in respect of Notes will act in its respective capacity in accordance with the Terms and
Conditions and the Agency Agreement in good faith. However, Noteholders should be aware that the Agent
assumes no fiduciary or other obligations to the Noteholders and, in particular, is not obliged to make
determinations which protect or further the interests of the Noteholders.

The Agent may rely on any information to which it should properly have regard that is reasonably believed by it
to be genuine and to have been originated by the proper parties.

3.3.13. Potential Conflicts of Interest

Potential conflicts of interest may exist between the Issuer, the Agents, the Calculation Agent and the
Noteholders. The Calculation Agent in respect of any Series of Notes shall be the Issuer or the Guarantor, and
this gives rise to potential conflicts including (but not limited to) with respect to certain determinations and
judgements that the Calculation Agent may make pursuant to the Conditions that may influence any interest
amount due on, and for the amount receivable upon redemption of, the Notes. Belfius Bank and its affiliates may
engage in trading activities (including hedging activities) related to any Notes, for its proprietary accounts or for
other accounts under their management.

3.4. Risks related to the structure of a particular issue of Notes

A wide range of Notes may be issued under the Programme. A number of these Notes may have features which
contain particular risks for potential investors. Set out below is a description of certain such features:

3.4.1. Risks that are applicable for Debt Securities as well as for Derivatives Securities

3.4.1.1. Notes subject to optional redemption by the Issuer

An optional redemption feature is likely to limit the market value of Notes. During any period when the Issuer
may elect to redeem Notes, the market value of those Notes generally will not rise substantially above the price
at which they can be redeemed. This may also be true prior to any redemption period.

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the interest rate on the
Notes. Investors that choose to reinvest moneys they receive through an optional early redemption may be able
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to do so only in securities with a lower yield than the redeemed Notes. Potential investors should consider
reinvestment risk in light of other investments available at that time.

3.4.1.2. Index Linked Notes or other variable-linked Notes and Dual Currency Notes

Each Issuer may issue Notes with principal or interest determined by reference to an index or formula, to
changes in the prices of securities or commodities, to movements in currency exchange rates or other factors
(each, a “Relevant Factor”) (“Index Linked Notes”). An investment in Index Linked Notes entails significant
risks that are not associated with similar investments in a conventional fixed or floating rate debt security. Each
Issuer believes that Index Linked Notes should only be purchased by investors who are, or who are purchasing
under the guidance of, financial institutions or other professional investors that are in a position to understand the
special risks that an investment in these instruments involves. Potential investors should be aware that:

o the market price of such Notes may be volatile;

¢ such index or indices may be subject to significant changes, whether due to the composition of the
index itself, or because of fluctuations in value of the indexed assets;

o the resulting interest rate may be less (or may be more) than that payable on a conventional debt
security issued by each Issuer at the same time;

e payment of principal or interest may occur at a different time or in a different currency than expected;

o the holder of a non capital guaranteed Index Linked Note could lose all or a substantial portion of the
principal of such Note (whether payable at maturity or upon redemption or repayment), and, if the
principal is lost, interest may cease to be payable on the Index Linked Note (only applicable for
Derivatives Securities);

¢ a Relevant Factor may be subject to significant fluctuations that may not correlate with changes in
interest rates, currencies or other indices;

o if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or contains
some other leverage factor, the effect of changes in the Relevant Factor on principal or interest
payable will likely be magnified;

¢ the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the average
level is consistent with their expectations. In general, the earlier the change in the Relevant Factor, the
greater the effect on yield;

o the risks of investing in an Index Linked Note encompass both risks relating to the underlying indexed
securities and risks that are linked to the Note itself;,

¢ any Index Linked Note that is indexed to more than one type of underlying asset, or on formulas that
encompass the risks associated with more than one type of asset, may carry levels of risk that are
greater than Notes that are indexed to one type of asset only;

¢ it may not be possible for investors to hedge their exposure to these various risks relating to Index
Linked Notes;

e a significant market disruption could mean that the index on which the Index Linked Notes are based
ceases to exist; and

¢ the index may cease to be published, in which case it may be replaced by an index which does not
reflect the exact Relevant Factor, or, in the case where no replacement index exists, the cessation of

publication of the index may lead to the early redemption of the Notes.

In addition, the value of Index Linked Notes on the secondary market is subject to greater levels of risk than is
the value of other Notes. The secondary market, if any, for Index Linked Notes will be affected by a number of
factors, independent of the creditworthiness of each Issuer and the value of the applicable currency, stock,
interest rate or other index, including the volatility of the applicable currency, stock, interest rate or other index,
the time remaining to the maturity of such Notes, the amount outstanding of such Notes and market interest
rates. The value of the applicable currency, stock, interest rate or other index depends on a number of interrelated
factors, including economic, financial and political events, over which each Issuer has no control. Additionally,
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if the formula used to determine the amount of principal, premium and/or interest payable with respect to Index
Linked Notes contains a multiplier or leverage factor, the effect of any change in the applicable currency, stock,
interest rate or other index will be increased. The historical experience of the relevant currencies, commaodities,
stocks, interest rates or other indices should not be taken as an indication of future performance of such
currencies, stocks, interest rates or other indices during the term of any Index Linked Note. Additionally, there
may be regulatory and other ramifications associated with the ownership by certain investors of certain Index
Linked Notes.

Transactions between Belfius Bank and third parties could impact the performance of any Index Linked Notes,
which could lead to conflicts of interest between Belfius Bank and the holders of its Index Linked Notes.

Belfius Bank is active in the international securities and currency markets on a daily basis. It may thus, for its
own account or for the account of customers, engage in transactions directly or indirectly involving assets that
are “reference assets” under Index Linked Notes and may make decisions regarding these transactions in the
same manner as it would if the Index Linked Notes had not been issued. Each Issuer and its affiliates may on the
issue date of the Index Linked Notes or at any time thereafter be in possession of information in relation to any
reference assets that may be material to holders of any Index Linked Notes and that may not be publicly
available or known to the Noteholders. There is no obligation on the part of each Issuer to disclose any such
business or information to the Noteholders.

3.4.1.3. Partly paid Notes

Each Issuer may issue Notes where the issue price is payable in more than one instalment. Failure to pay any
subsequent instalment could result in an investor losing some or all of its investment.

3.4.1.4. Notes with a multiplier or other leverage factor

Notes with variable interest rates can be volatile investments. If they are structured to include multipliers or other
leverage factors, or caps or floors, or any combination of those features or other similar related features, their
market values may be even more volatile than those for securities that do not include such features.

Moreover, the reference rate could be zero or even negative. Even if the relevant reference rate becomes
negative, it will still remain the basis for the calculation of the interest rate, and a margin, if applicable, will be
added to such negative interest rate. For the avoidance of doubt, the Noteholders will never be required to pay a

coupon to the Issuer.
3.4.1.5. Notes issued at a substantial discount or premium

The market values of Notes issued at a substantial discount or premium to their nominal amount tend to fluctuate
more in relation to general changes in interest rates than do prices for conventional interest-bearing securities.
Generally, the longer the remaining term of the securities, the greater the price volatility as compared to
conventional interest-bearing securities with comparable maturities.

3.4.1.6. Foreign currency Notes expose investors to foreign-exchange risk as well as to Issuer risk

As purchasers of foreign currency Notes, investors are exposed to the risk of changing foreign exchange rates.
This risk is in addition to any performance risk that relates to each Issuer or the type of Note being issued.

3.4.1.7. Specified Denomination of €100,000 plus integral multiples of a smaller amount

In relation to any issue of Notes which have a denomination consisting of the minimum Specified Denomination
of €100,000 plus a higher integral multiple of another smaller amount, it is possible that the Notes may be traded
in amounts in excess of €100,000 (or its equivalent) that are not integral multiples of €100,000 (or its
equivalent). In such a case a Noteholder who, as a result of trading such amounts, holds a principal amount of
less than the minimum Specified Denomination will not receive a Definitive Note in respect of such holding
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(should Definitive Notes be printed) and would need to purchase a principal amount of Notes such that it holds
an amount equal to one or more Specified Denominations.

3.4.1.8. A Noteholder’s effective yield on the Notes may be diminished by the tax impact on that Noteholder of
its investment in the Notes

Payments of interest on the Notes, or profits realised by the Noteholder upon the sale or repayment of the Notes,
may be subject to taxation in its home jurisdiction or in other jurisdictions in which it is required to pay taxes.
This Prospectus includes general summaries of certain Belgian tax considerations relating to an investment in the
Notes issued by each of the Issuers (see the section headed "Belgian Taxation on the Notes™). Such summaries
may not apply to a particular holder of Notes or to a particular issue and do not cover all possible tax
considerations. In addition, the tax treatment may change before the maturity, redemption or termination date of
Notes. The Issuers advise all investors to contact their own tax advisers for advice on the tax impact of an
investment in the Notes.

3.4.2. Risks that are specific to Debt Securities
3.4.2.1. Risks relating to Fixed to Floating Rate Notes or Floating to Fixed Rate Notes

Notes which are "Fixed to Floating Rate Notes" or "Floating to Fixed Rate Notes" may bear interest at a rate that
each Issuer may elect to convert from a fixed rate to a floating rate, or from a floating rate to a fixed rate. Each
Issuer's ability to convert the interest rate will affect the secondary market and the market value of such Notes,
since each Issuer may be expected to convert the rate when it is likely to produce a lower overall cost of
borrowing. If each Issuer converts from a fixed rate to a floating rate, the spread on the Fixed to Floating Rate
Notes may be less favourable than the prevailing spreads on comparable Floating Rate Notes tied to the same
reference rate. In addition, the new floating rate at any time may be lower than the rates on other Notes. If each
Issuer converts from a floating rate to a fixed rate, the fixed rate may be lower than the then prevailing rates on
its Notes.

3.4.2.2. Investors will not be able to calculate in advance their rate of return on Floating Rate Notes and
Variable Linked Rate Notes

A key difference between Floating Rate Notes and Variable Linked Rate Notes, on the one hand, and Fixed Rate
Notes, on the other hand, is that interest income on Floating Rate Notes and Variable Linked Rate Notes cannot
be anticipated. Due to varying interest income, investors are not able to determine a definite yield of Floating
Rate Notes and Variable Linked Rate Notes at the time they purchase them, so that their return on investment
cannot be compared with that of investments having fixed interest periods. If the Terms and Conditions of the
Notes provide for frequent interest payment dates, investors are exposed to the reinvestment risk if market
interest rates decline, because investors may reinvest the interest income paid to them only at the relevant lower
interest rates then prevailing.

3.4.2.3. Zero Coupon Notes are subject to higher price fluctuations than non-discounted notes

Changes in market interest rates have a substantially stronger impact on the prices of Zero Coupon Notes than on
the prices of ordinary notes because the discounted issue prices are substantially below par. If market interest
rates increase, Zero Coupon Notes can suffer higher price losses than other notes having the same maturity and
credit rating. Due to their leverage effect, Zero Coupon Notes are a type of investment associated with a
particularly high price risk.

3.4.3. Risks that are specific to Derivatives Securities

The holder of a non capital guaranteed Note could lose all or a substantial portion of the principal of such Note
(whether payable at maturity or upon redemption or repayment), and, if the principal is lost, interest may cease to
be payable on such Note.
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3.4.4. Risks related to Subordinated Notes

The ranking of the Subordinated Notes and the limitation of rights related thereto imply a yield that is
substantially higher.

3.4.4.1. The Issuer’s obligations under the Subordinated Notes and the Guarantor’s obligations under the
Subordinated Guarantee will be subordinated

As more fully described in the Terms and Conditions of the Notes, the Issuer’s obligations under the
Subordinated Notes and the Guarantor’s obligations under the Subordinated Guarantee will be unsecured and
subordinated and will rank:

@ (subject to any obligations which are mandatorily preferred by law) junior to the claims of (1)
depositors and all other unsubordinated creditors of the Issuer or the Guarantor and (2) Eligible Creditors of the
Issuer or the Guarantor (i.e. creditors holding claims that, in accordance with their terms, rank or are expressed
to rank senior to the Subordinated Notes or the Subordinated Guarantee);

(b) pari passu without any preference among themselves and pari passu with any other obligations or
instruments of the Issuer or the Guarantor that rank or are expressed to rank equally with the Subordinated Notes
or the Subordinated Guarantee; and

(c) senior and in priority to (1) the claims of holders of all classes of share or other equity capital (including
preference shares) of the Issuer or the Guarantor, (2) the claims of holders of all obligations or instruments of the
Issuer or the Guarantor which, upon issue, constitute or constituted Tier 1 capital of the Issuer or the Guarantor,
and (3) the claims of holders of any other obligations or instruments that rank or are expressed to rank junior to
the Subordinated Notes or the Subordinated Guarantee.

The Subordinated Notes will generally pay a higher rate of interest than comparable securities that are not
subordinated. However, there is an increased risk that an investor in the Subordinated Notes will lose all or some
of his investment should the Issuer become insolvent.

3.4.4.2. Redemption upon Capital Disqualification Event

If specified as being applicable in the relevant Final Terms, the Subordinated Notes may be redeemed early in
certain circumstances where the Issuer is unable to achieve the Tier 2 capital recognition of the Notes, subject to
prior approval of the Lead Regulator applicable to Belfius Bank. The exercise of this right by the Issuer may
have an adverse effect on the position of holders of the Subordinated Notes.

3.4.4.3. Holders of Subordinated Notes will be required to absorb losses in the event the Issuer or the
Guarantor becomes non-viable or if the conditions for the exercise of resolution powers are met

Holders of Subordinated Notes will lose some or all of their investment as a result of a statutory write-down or
conversion of the Subordinated Notes if the Issuer or the Guarantor fails or is likely to fail, becomes non-viable,
requires extraordinary public support or if otherwise the conditions for the exercise of resolution powers are met.

Under the BRRD and the Belgian Banking Law, the National Resolution Authority may decide to write-down the
Subordinated Notes or to convert the Subordinated Notes into common equity tier 1 capital of the Issuer or the
Guarantor if one or more of the following circumstances apply:

(@) the National Resolution Authority determines that Belfius Bank meets the conditions for
resolution specified in Article 244, §1 of the Belgian Banking Law; i.e., if the National
Resolution Authority considers that all of the following conditions are met:

(i) the determination that Belfius Bank is failing or is likely to fail has been made by the
Lead Regulator or the National Resolution Authority (in each case, after consulting each
other), which means that one or more of the following circumstances are present:

37



INV_A2 1 A 01

(A) Belfius Bank infringes or there are objective elements to support a determination
that Belfius Bank will, in the near future, infringe the requirements for
continuing authorisation in a way that would justify the withdrawal of the
authorisation by the competent authority, including but not limited to because
Belfius Bank has incurred or is likely to incur losses that will deplete all or a
significant amount of its own funds;

(B) the assets of Belfius Bank are or there are objective elements to support a
determination that the assets of Belfius Bank will, in the near future, be less than
its liabilities;

© Belfius Bank is or there are objective elements to support a determination that

Belfius Bank will, in the near future, be unable to pay its debts or other liabilities
as they fall due;

(D) Belfius Bank requests extraordinary public financial support.

(if) having regard to timing and other relevant circumstances, there is no reasonable prospect
that any alternative private sector measures or supervisory action taken in respect of
Belfius Bank would prevent its failure within a reasonable timeframe; and

(iii) a resolution action is necessary in the public interest. A resolution action will be deemed
necessary in the public interest if it is necessary to meet one or more objectives referred to
in Article 243, §1 of the Belgian Banking L.aw and a liquidation of the credit institution
would not allow such objectives to be met in the same measure,

in which case the National Resolution Authority shall, in any event, exercise its write-down
and conversion powers before taking any resolution action (including the use of the bail-in
tool);

(b) the National Resolution Authority determines that unless the write-down or conversion power
is exercised in relation to the Subordinated Notes, Belfius Bank will no longer be viable; or

(c) Belfius Bank requests extraordinary public financial support.

The purpose of the statutory write-down and conversion powers is to ensure that the Tier 2 capital instruments of
the Issuer or the Guarantor (including the Subordinated Notes) fully absorb losses if one or more of the above
circumstances apply and before any resolution action (including the use of the bail-in tool) is taken.

The exercise by the National Resolution Authority of its write down or conversion powers in relation to the
Subordinated Notes, or the (perceived) prospect of such exercise, could have a material adverse effect on the
value of the Subordinated Notes and could lead to the holders of Subordinated Notes losing some or all of their
investment in the Subordinated Notes.

3.4.4.4. There are no events of defaults (other than in the event of a dissolution or liquidation of the Issuer)
allowing acceleration of the Subordinated Notes if certain events occur

The Terms and Conditions of the Notes in relation to the Subordinated Notes do not provide for events of default
(other than in the event of a dissolution or liquidation of the Issuer as provided in Condition 9.11 — (A) (Events of
Default — Subordinated Notes) allowing acceleration of the Subordinated Notes if certain events occur.
Accordingly, if the Issuer or the Guarantor fails to meet any obligations under the Subordinated Notes or the
Subordinated Guarantee, including the payment of any interest, investors will not have the right of acceleration
of principal. Upon a payment default, the sole remedy available to Noteholders for recovery of amounts owing in
respect of any payment of principal or interest on the Subordinated Notes will be the institution of proceedings
for the dissolution or liquidation of the Issuer or the Guarantor in Belgium or in Luxemburg.
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3.5. Risk Indicator

In order to increase the transparency of the risks involved in investment products, Belfius Bank has developed a
synthetic risk indicator for any investment product (including the Notes) through a scale going from 0 (lowest
risk ) to 6 (highest risk). The exact risk level for any investment product is determined in function of the
following criteria: the degree to which capital will be refunded at maturity, the term of the relevant investment
product, the type of return, the credit risk and complexity (Underlying and strategy). Other important criteria,
such as the liquidity risk of Belfius Bank and the market risk, are not taken into account. The risk level as
determined by this risk indicator for any Tranche of Notes will be indicated in the relevant Final Terms. All
related information can be found on the Belfius Bank’s internet site, see www.belfius.be, section »Produits
»Epargner et Investir »Informations et publications »Infos sur les risques »Investissements or www.belfius.be,
section »Producten »Sparen en beleggen »Info en publicaties »Info over de risico's »Investeringen.
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4. CHOICES MADE BY THE ISSUERS

According to article 5(4) of Directive 2003/71/EC, the Issuers have chosen to issue notes under a base
prospectus. The specific terms of each Tranche will be set forth in the applicable Final Terms. In addition, the
Issuers choose as their home Member State the Kingdom of Belgium.

The Issuers have freely defined the order in the presentation of the required items included in the schedules and
building blocks of the Commission Regulation (EC) n°809/2004 of 29 April 2004 implementing Directive
2003/71/EC as regards information contained in prospectuses as well as the format, incorporation by reference
and publication of such prospectuses and dissemination of advertisements (herein referred to as “Regulation
(EC) 809/2004™) according to which this Base Prospectus is drawn up. The chosen presentation is a consequence
of the combination of Annex IV, Annex V, Annex VI and Annex XI of Regulation (EC) 809/2004. In order to
enable the Noteholders to identify in the presentation below the corresponding provisions of Regulation (EC)
809/2004, cross-references will be made to the relevant annexes of Regulation (EC) 809/2004 and their
subsections. Finally, any items which do not require, in their absence, an appropriate negative statement
according to Regulation (EC) 809/2004, are not included in the presentation when the Issuers so determine.
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5. RESPONSIBILITY STATEMENT

(Annex V.1, IV.1 and XI.1 of Regulation (EC) 809/2004)

Belfius Financing Company as Issuer and Belfius Bank as Issuer or Guarantor accept responsibility for the
information given in the Base Prospectus. Having taken all reasonable care to ensure that such is the case, the
information contained in this Base Prospectus is, to the best of their knowledge, in accordance with the facts and
contains no omission likely to affect its import.

In addition, in the context of any Public Offer, the Issuer also accepts responsibility as set forth above for the
content of this Base Prospectus, in relation to any person (an "Investor") to whom any offer of Notes is made by
any financial intermediary to whom the Issuer has given its consent to use this Base Prospectus in connection
with Public Offers of the Notes, subject to the conditions set out below (an "Authorised Offeror"). However, the
Issuer does not have any responsibility for any of the actions of any Authorised Offeror, including compliance
by an Authorised Offeror with applicable conduct of business rules or other local regulatory requirements or
other securities law requirements in relation to such Public Offer.

Pursuant to the paragraph above, and if so specified in the Final Terms in respect of any Tranche of Notes, the
Issuer consents to the use of this Base Prospectus in connection with a Public Offer of the relevant Notes by each
Authorised Offeror on the following basis:

(a) such consent is given only for the use of this Base Prospectus, as supplemented from time to time, in
relation to Public Offers of Notes occurring within 12 months from the date of this Base Prospectus;

(b) such consent relates only to the offer period of the applicable Public Offer (the "Offer Period");
(c) such consent only relates to Public Offers made in Belgium;

(d) the relevant Authorised Offeror is authorised to make Public Offers under Directive 2004/39/EC of
the European Parliament and of the Council on markets in financial instruments (the “MiFID
Directive”) provided, however, that, if any Authorised Offeror ceases to be so authorised, then the
consent of the Issuer shall be given only for so long as each Authorised Offeror is so authorised to
make Public Offers under the MiFID Directive;

(e) any other conditions relating to the relevant Public Offer (as specified in the relevant Final Terms) are
complied with.

Details of the Offer Period, and any other conditions relating to the Public Offer and the names of the Authorised
Offeror(s) will be specified in the Final Terms relating to a Tranche of Notes.

The Issuer may give its consent to additional financial intermediaries after the date of the relevant Final
Terms and, if it does so, the Issuer will publish the relevant information in relation to them on
http://www.belfius.be.

Any Authorised Offeror wishing to use this Base Prospectus in connection with a Public Offer as set out above,
is required, for the duration of the relevant Offer Period, to state on its website that it uses this Base Prospectus
for such Public Offer in accordance with the consent of the Issuer and the conditions attached thereto.

The Issuers have not authorised the making of any Public Offer by any person in any circumstances and such
person is not permitted to use this Base Prospectus in connection with its offer of any Notes unless (i) the offer is
made by an Authorised Offeror as described above or (ii) the offer is otherwise made in circumstances falling
within an exemption from the requirement to publish a prospectus under the prospectus Directive. Any such
unauthorized offers are not made on behalf of the Issuers and the Issuers have no responsibility or liability for
the actions of any person making such offers.
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An Investor intending to acquire or acquiring any Notes from an Authorised Offeror will do so, and offers and
sales of the Notes to an investor by an Authorised Offeror will be made, in accordance with any terms and other
arrangements in place between such Authorised Offeror and such Investor including as to price, allocation and
settlement arrangements (the "Terms and Conditions of the Public Offer"). The Issuer will not be a party to any
such arrangements with Investors in connection with the offer or sale of the Notes and, accordingly, this Base
Prospectus and any Final Terms will not contain such information. The Terms and Conditions of the Public
Offer shall be published by that Authorised Offeror on its website at the relevant time. None of the Issuer or any
of the Dealers has any responsibility or liability for such information.
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6. DOCUMENTS INCORPORATED BY
REFERENCE

This Base Prospectus should be read and construed in conjunction with the audited consolidated accounts of
Belfius Bank (https://www.belfius.com/) and Belfius Financing Company (https://www.belfius-
financingcompany.lu/) for the years ended 31 December 2014 and 31 December 2015, including the reports of
the statutory auditors in respect thereof, as well as for Belfius Financing Company the semi-annual unaudited
key financial figures for 30 June 2016 (Report on the Interim Accounts as at 30 June 2016 available on
https://www.belfius-financingcompany.lu/FR/rapports-annuels/index.aspx) and for Belfius Bank the half-yearly
report for the period ending 30 June 2016 (the “Half-Yearly Report 2016™) except the paragraph 8 of the section
‘Summary’ (available on_https://www.belfius.com/EN/results/index.aspx), which are incorporated by reference
in this Base Prospectus. Such documents shall be incorporated in and form part of this Base Prospectus, save that
any statement contained in a document which is incorporated by reference herein shall be modified or
superseded for the purpose of this Base Prospectus to the extent that a statement contained herein modifies or
supersedes such earlier statement (whether expressly, by implication or otherwise). Any statement so modified
or superseded shall not, except as so modified or superseded, constitute a part of this Base Prospectus.

Copies of all documents incorporated by reference in this Base Prospectus may be obtained without charge from
the offices of Belfius Bank and on the website of Belfius Bank (https://www.belfius.com/).

The tables below set out the relevant page references for:

(@) the (i) consolidated balance sheet, (i1) consolidated statement of income, (ii1) consolidated cash flow
statement, (iv) audit report on the consolidated accounts, (v) notes to the consolidated financial
statements, (vi) non-consolidated balance sheet, (vii) non-consolidated statement of income, and (viii)
audit report on the non-consolidated accounts of Belfius Bank as set out in the 2014 and 2015 Annual
Reports of Belfius Bank; and

(b) the (i) unaudited consolidated balance sheet of Belfius Bank for the period ended 30 June 2016, and (i1)
unaudited consolidated income statement of Belfius Bank for the period ended 30 June 2016, (iii) the
unaudited consolidated cash flow statement, (iv) audit report on the consolidated accounts, (v) notes to
the consolidated financial statements as set out in the Half- Yearly Report 2016.

¢) the accounting policies, notes and auditors’ reports of Belfius Financing Company for the financial
gp p g pany
years ended 31 December 2014 and 31 December 2015, and the references to the unaudited semi-

annual report of 30 June 2016.

Information contained in the documents incorporated by reference other than information listed in the table below
is for information purposes only, and does not form part of this Base Prospectus.

The consolidated balance sheet and consolidated statement of income of Belfius Financing Company can be found
in the section headed “7. Belfius Financing Company, SA” of this Base Prospectus.

Annual Report| Annual Report Report on the Interim
Belfius Financing Company (audited) (audited) Accounts on 30 June 2016
2014 2015 (unaudited)
Balance Sheet 3 3 11
Statement of Income 4 4 12
Audit Report on the accounts 1 1 N/A
Notes to the accounts 5 5 13
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The consolidated balance sheet and consolidated statement of income of Belfius Bank can be found in the section
headed “8. Belfius Bank SA/NV” of this Base Prospectus.

Belfius Bank SA/NV
Annual Report 2014 Annual Report 2015 Half-Yearly Report 2016
(English version) (English version) (unaudited — condensed)
audited audited
lidated bal
consolidated balance 76 82 42
sheet....ccoooeivviiieiiiiiie,
lidated stat t of
.consmae statement o 78 84 44
INCOME ....oovviiiieeeeeeee
consolldated. sta.tement of 79 85 45
comprehensive income
Consolldat.ed sta.tement 80 86 46
of change in equity
consolidated cash flow 85 90 50
statement .............ooee.
audit r(.aport on the 188 198 85
consolidated accounts .......
notes .to the consolidated 86 91 51
financial statements............
non-consolidated balance 192 502 N/A
sheet....ccoooeivviiieiiiiiie,
non-consolldgted 195 505 N/A
statement of income...........
audit report on the non- 198 508 N/A

consolidated accounts .......
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7. BELFIUS FINANCING COMPANY, SA

(Annex IV of Regulation (EC) 809/2004)

7.1. General Information

Belfius Financing Company, SA is registered with the Register of Commerce and Companies of Luxembourg
under number B 156767 ("R.C.S Luxembourg"). The articles of association of the Issuer were last amended
and restated by notarial deed on 7 May 2014.

Its Registered Office is located at 20 rue de I'Industrie, L-8399 Koerich, Grand Duchy of Luxembourg.

Belfius Financing Company has existing senior and subordinated bonds outstanding. Some bonds are listed for
trading on the Luxembourg Stock Exchange.

Since the 7th May 2014, the Company merged with Belfius Funding N.V., a company incorporated under Dutch
Law. In this merger, Belfius Funding N.V. ceased to exist by way of absorption of Belfius Funding N.V. by
Belfius Financing Company S.A. The shares in the capital of both Belfius Funding N.V. and Belfius Financing
Company S.A. were held by the same (sole) shareholder, Belfius Bank SA/NV.

According to Article 4 of its Articles of Association, the purpose of the Company is:

(@) to hold shareholdings and stakes, in any form whatsoever, in any commercial, industrial, financial or
other Luxembourg or foreign company or undertakings, as well as to manage and optimise these stakes,

(b) to acquire by way of participations, contributions, guarantees, acquisitions or options, negotiation or
any other means, securities, rights, patents, licenses and other assets, provided the Company considers it
appropriate to do so, and in general to hold, manage, optimise, sell or transfer the aforementioned, in
whole or in part;

(c) to take part in commercial, financial or other transactions and to grant to any holding company,
subsidiary, associated or affiliated company or any other company belonging to the same corporate
group as the Company any financial assistance, loan, advance or guarantee;

(d) to borrow, raise funds by any means whatsoever (including without limitation the issuance of preferred
equity certificates (PECs) (nonconvertible or convertible into shares), loans, bonds, acknowledgements
of debt and any other form of debt or type of instrument) and to ensure the reimbursement of any
borrowed amount; to perform all operations directly or indirectly related to this purpose.

Belfius Financing Company may grant pledges, guarantees, liens, mortgages and any other type of security
(surety), as well as any form of compensation, to Luxembourg or foreign entity(ies) in relation to its own
obligations and debts, or in relation to the obligations and debts of subsidiaries, associated or affiliated

companies or any company belonging to the same corporate group.
Belfius Financing Company may acquire immovable property located abroad or in Luxembourg.

Belfius Financing Company may, moreover, perform any commercial, technical or financial transactions,
involving movable or immovable property, which are directly or indirectly related to the abovementioned
purpose.

As at December 31, 2015, the share capital of the Company amounts to EUR 3.094.004, fully subscribed and
paid up to the extend of the aggregate amount of EUR 2.113.004 and represented by 251 shares without par
value, held by its Sole Shareholder, Belfius Bank S.A./N.V.. The report on the Interim accounts on June 30"
2016 (including the unaudited balance sheet and the unaudited Profit and Loss Account) is available on:

https://www.belfius-financingcompany.lu/FR/rapports-annuels/index.aspx.
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Belfius Financing Company is dependent on Belfius Bank for the set-up, marketing and sale of its Notes issues.
In addition, Belfius Financing Company relies on the fees paid by Belfius Bank to finance its corporate
activities.

Belfius Financing Company acts as a finance company. Belfius Financing Company issues notes in the market,
whereby proceeds of the issued notes are fully transferred to Belfius Bank.

There are no recent events particular to Belfius Financing Company which are, to a material extent, relevant to
the evaluation of its solvency.

There have been no material contracts that are entered into in the ordinary course of Belfius Financing
Company’s business which could result in Belfius Bank being under an entitlement that is material to Belfius
Financing Company’s ability to meet its obligations to Noteholders.

Belfius Financing Company has made no investments since the date of the last published financial statements,
and no principal future investments are planned.

The auditors of Belfius Financing Company are Deloitte Audit Sarl, 560, rue de Neudorf, L-2220 Luxembourg,
being member of Deloitte Touche Tohmatsu.

The relevant auditor's report with respect to the audited annual accounts of Belfius Financing Company for the
years ended 31 December 2014 and 31 December 2015, as incorporated by reference (See Section 6. Documents
incorporated by reference), were delivered without any reservations.

7.2. Management Board

Belfius Financing Company has a Board of Directors. The Directors of Belfius Financing Company and their
respective business addresses are as of 27 September 2016:

Category A Directors:

Dirk Gyselinck

Olivier Onclin
The business address of D. Gyselinck and O. Onclin is at the address of Belfius Bank.
Category B Directors

Benoit Felten

Christoph Finck

The business address of B. Felten and C. Finck is at the address of Belfius Financing Company.

7.3. Selected Financial Information

The following tables summarise the audited balance sheet and, income statement of Belfius Financing Company
for the period ending 31 December 2014 and 31 December 2015, as well as the unaudited Cash Flow Statement
of Belfius Financing Company as at 31 December 2015 and as at 30 June 2016.
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ASSETS
SUBSCRIBED CAPITAL UNPAID
Subseribed capital not called
FORMATION EXPENSES
FIXED ASSETS

Financial fixed assets
Amounts owed by affiliated undertakings

CURRENT ASSETS

Debtors

Amounts owed by affiliated undertakings
becoming due and payable within one year

becoming due and payable after more than one year

Other receivables
becoming due and payable within one year

Cash at bank, cash in postal cheque accounts, and cash in
hand

PREPAYMENTS

TOTAL ASSETS

Notes

2015

981

523.448

9.889.006
2.821.723
7.067.283

4.117

10.417.713

Audited balance sheet of Belfius Financing Company as at 31 December 2014 and 31 December 2015

Belfius Financing Company S.A.
BALANCE SHEET
as at December 31, 2015
(expressed in thousands of EUR)

2014

981

209

802.698

11.633.364
4.162.856
7.470.508

747

4.836

12.442.838

LIABILITIES
CAPITAL AND RESERVES
Subscribed capital

Reserves
Legal reserve

Other reserves
Profit or loss brought forward
Profit or loss for the financial year
SUBORDINATED DEBTS
PROVISIONS
Provisions for taxation

NON SUBORDINATED DEBTS

Trade creditors
becoming due and payable within one year

Amounts owned to affiliated undertakings
becoming due and payable within one year

Tax and social security debts
Tax debts

Other creditors
becoming due and payable within one year

becoming due and payable after more than one year

DEFERRED INCOME

TOTAL LIABILITIES

Notes

INV_A2_1 A 01

2015

3.094
122
32
2.380
1139

523412

1.029

60

65
9.886.300
2821418
7.064.882

80

10.417.713

2014

3.094
68

0
5.125
1.068

802.611

677

25
165

807
11.629.162
4.162.194
7.466.968

36

12.442.838

47



INV_A2 1 A 01

Audited Profit and Loss Account of Belfius Financing Company as of 31 December 2014 and 31 December 2015

Belfius Financing Company S.A.
PROFIT AND LOSS ACCOUNT
for the year ended December 31, 2015
(expressed in thousands of EUR)

CHARGES Notes 2015 2014 INCOME Notes 2015 2014
Other external charges 10 575 496 Income from financial fixed assets 15 19.501 17.843
Staff costs Other interest and other financial income 16 325.020 239.145

Salaries and wages 14 158 94 i .

Social security on salaries and wages 20 12 Extraordinary income 8 0

Supplementary pension costs 9 3

Value adjustments
on formation expenses and on tangible and

intangible fixed assets 3 59 52
Interest and other financial charges 11 342.045 254.740
Income tax 12 521 502
Other tax not included in the previous caption 3 21
Profit for the financial year 1.139 1.068
TOTAL CHARGES 344.529 256.988 TOTAL INCOME 344.529 256.988
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The cash flow statements below have been drawn up solely and exclusively for the purpose of the compliance of this Base Prospectus with the requirements of Directive
2003/71/EC. As a consequence, these cash flow statements have been established after the date on which the audited financial statements for the financial years 2015 and
2016 (half year) have been published and therefore have not been audited by the statutory auditors of Belfius Financing Company. The cash flow statements for the financial

year 2015 are based on the audited financial statements of the said years and have been drawn up in accordance with Lux GAAP.

31-Dec-15 | | 30-Jun-16
NET CASH PROVIDED BY OPERATING ACTIVITIES 790,060,071 -110,636,365
NET CASH PROVIDED BY INVESTING ACTIVITIES 0 0
NET CASH PROVIDED BY FINANCING ACTIVITIES -318,729,127 -1,914,000
NET INCREASE IN CASH AND CASH EQUIVALENT | [ 471,330,944] | -112,550,365
CASH & CASH EQUIVALENT AT THE BEGINNING OF PERIOD 4,836,116 476,167,060
CASH & CASH EQUIVALENT AT THE END OF PERIOD 476,167,060 363,616,695
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8. BELFIUS BANK SA/NV

(Annex XI of Regulation (EC) 809/2004)
8.1. Belfius Bank profile

Belfius Bank SA/NV (“Belfius Bank™) is a public limited company (naamloze vennootschap/société anonyme)
of unlimited duration incorporated under the Belgian law of 23 October 1962 which collects savings from the
public. It is registered with the Crossroads Bank for Enterprises under business identification number
0403.201.185 and has its registered office at 1000 Brussels, Boulevard Pachéco 44, Belgium, telephone +32 22
2211 11.

The share capital of Belfius Bank is three billion, four hundred and fifty-eight million, sixty-six thousand, two
hundred and twenty-seven euros and forty-one cents (EUR 3,458,066,227.41) and is represented by 359,412,616
registered shares. The shareholding of Belfius Bank is as follows: 359,407,616 registered shares are held by the
public limited company of public interest Federal Holding and Investment Company (FHIC), in its own name,
but on behalf of the Belgian State, and 5,000 registered shares are held by the public limited company Certi-Fed.
Certi-Fed is a fully-owned subsidiary of FHIC. Belfius Bank’s shares are not listed. At the end of 2015, total
consolidated balance sheet amounted to EUR 177 billion. At the end of June 2016, total consolidated balance
sheet amounted to EUR 188 billion.

With an essentially Belgian balance sheet for its commercial activities and customers from all segments, Belfius
is in a position to act as a universal bank “of and for Belgian society”. Belfius is committed to maximal customer
satisfaction and added social value by offering products and providing services with added value through a
modern distribution model. Thanks to a prudent investment policy and a carefully managed risk profile, Belfius
aspires to a sound financial profile that results in a solid liquidity and solvency position.

Simplified Group structure (as at the date of this Base Prospectus)

FHIC
|
Belfius Bank

Belfius Insurance Crefius Belfius Auto Lease Belfius Lease Belfius Lease Services Belfius Commercial Finance Belfius Financing Company

100% 100% 100% 100% 100% 100% 100%

8.2. Main commercial subsidiaries

Belfius Insurance

Insurance company marketing life and non-life insurance products, savings products and investments for
individuals, the self-employed, liberal professions, companies and the public and social sector. At the end of
2015, total consolidated balance sheet amounted to EUR 27 hillion'. At the end of June 2016, total consolidated
balance sheet amounted to EUR 27 billion.

Crefius

Company is involved in granting and managing mortgage loans. At the end of 2015, total consolidated balance
sheet amounted to EUR 42 million?. At the end of June 2016, total consolidated balance sheet amounted to EUR
45 million®

! Total IFRS balance sheet before consolidation adjustments.
2 Total IFRS balance sheet before consolidation adjustments.
% Total IFRS balance sheet before consolidation adjustments.
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Belfius Auto Lease

Company for operational vehicle leasing and car fleet management, maintenance and claims management
services. At the end of 2015, total consolidated balance sheet amounted to EUR 242 million®. At the end of June
2016, total consolidated balance sheet amounted to EUR 258 million.

Belfius Lease

Company for financial leasing and renting of professional capital goods. At the end of 2015, total consolidated
balance sheet amounted to EUR 653 million®. At the end of June 2016, total consolidated balance sheet
amounted to EUR 686 million.

Belfius Lease Services

Company for financial leasing and renting of professional capital goods to the self-employed companies and
liberal professions. At the end of 2015, total consolidated balance sheet amounted to EUR 1,742 million®. At the
end of June 2016, total consolidated balance sheet amounted to EUR 1,802 million.

Belfius Commercial Finance

Company for financing commercial loans to debtors, debtor insolvency risk cover and debt recovery from
debtors. At the end of 2015, total consolidated balance sheet amounted to EUR 676 million”. At the end of June
2016, total consolidated balance sheet amounted to EUR 705 million.

Results 2015

In 2015, Belfius recorded a net income group share of EUR 506 million, against EUR 462 million in 2014, up
9.6%. The bank’s contribution to the consolidated net income amounted to EUR 290 million (compared to EUR
245 million in 2014) and that of the insurance group to EUR 216 million (compared to EUR 217 million in
2014).

The net profit reflects a good performance of both Belfius Bank and Belfius Insurance. The result of Belfius
Bank was mainly driven by the good commercial activity, a strict cost control and the positive evolution of fair
value adjustments, partially compensated by tactical de-risking losses, higher collective provisions in legacy
books and higher taxes. For Belfius Insurance, the result was in line with last year.

The net income from commercial activities (Franchise) rose by 5% to EUR 611 million. The main reasons for
the strong increase of net income from the commercial businesses are:

e the increase of income to EUR 2,321 million, up 4.4% and this despite higher sector levies and the
impact on interest income from the higher amount of mortgage prepayments in 2015. Despite the low
interest rate environment, net interest income of Franchise increased with 3% to EUR 2,067 million.
Net fee and commission income of Franchise increased in 2015 with 11% to EUR 498 million, mainly
at Belfius Bank, as customers are more and more interested in Belfius’ large offering in off-balance
sheet products following the low interest rate environment.

e the decrease of costs of commercial activities by 3.5% to EUR 1,384 million. This is explained by the
strategic attention paid to processes providing added value for the customer, and the disciplined
implementation of the long-term cost-cutting plan, despite significant investments in “digital”.
Compared with 2014, the Cost-Income ratio for commercial activities improved significantly by 5% to
59.6%.

4 Total IFRS balance sheet before consolidation adjustments.

> Total IFRS balance sheet before consolidation adjustments.

®  Total IFRS balance sheet before consolidation adjustments.

" Total IFRS balance sheet before consolidation adjustments.
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e the continuing stabilisation of the cost of risk as it confirms the good risk profile of our Franchise.

Franchise net income for EUR 611 million stems for EUR 455 million from the Retail and Commercial (RC)
segment, for EUR 134 million from the Public and Corporate (PC) segment and for EUR 22 million from Group
Center (GC).

The total net income of the Side-activities amounted to EUR -105 million against EUR -119 million in 2014.

The Common Equity Tier 1 (CET 1)-ratio (Phased in) was 15.9% at 31 December 2015 compared to 14.7% at 31
December 2014. The CET-1 ratio (Fully Loaded) was 14.9% at 31 December 2015 compared to 13.2% at 31
December 2014.

The total capital ratio (Phased in) amounted to 17.7% at the end of 2015 against 16.1% end 2014. The total
capital ratio (Fully Loaded) amounted to 16.2% at the end of 2015 against 14.3% end 2014.

The regulatory risk exposure (also referred to as RWA) is the assets or off-balance-sheet exposures, weighted
according to regulatory risk weights. The regulatory risk exposure decreased to EUR 47.0 billion end 2015, a
decrease of 2.5 billion compared to 2014, thanks to further de-risking and lower regulatory credit risk exposures
on some public counterparties.

As a result of the annual “Supervisory Review and Evaluation Process” (“SREP”) conducted by the ECB,
Belfius must maintain as from December 2015 a minimum CET 1 ratio of 11.25%, which is composed of a
minimum SREP CET 1 ratio of 10.75% (including capital conservation buffer) and a buffer for domestic
systemically important institutions of 0.50% (which will increase to 1.50% in 2018).

Results 1H 2016

In 1H 2016, Belfius recorded a net income group share of EUR 249 mil-lion, against EUR 272 million in
1H 2015, down 8.4%. The bank’s contribution to the consolidated net income amounted to EUR 117 million and
the insurance group EUR 133 million.

The net profit reflects a good performance of both Belfius Bank and Belfius Insurance and this in a difficult
setting. The result of Belfius Bank decreased slightly following the low interest rate environment and the
volatile financial markets. The result of Belfius Insurance was impacted by lower capital gains compared to 1H
2015 as well as the cost for claims related to the 1H 2016 terrorist attacks and storms.

In 1H 2016, the net income from commercial activities (Franchise) amounted to EUR 312 million. Franchise net
income stems for EUR 266 million from the Retail and Commercial (RC) segment, for EUR 88 million from the
Public and Corporate (PC) segment and for EUR - 42 million from Group Center (GC).

The net income of the Side-activities amounted to EUR — 63 million.

In 1H 2016, total income amounted to EUR 1,052 million, down 2.9% or EUR 32 million less than in 1H 2015.
The low interest rate environment as well as further de-risking put further pressure on the interest margin.
Despite the volatile financial markets, fee income remained relatively stable compared to 1H 2015. In addition,
the terrorist attacks as well as the storms resulted in an additional negative impact on the result of Belfius
Insurance.

In 1H 2016, total expenses amounted to EUR 673 million, and remained stable compared to 1H 2015. The
increase in general expenses of EUR 15 million following higher IT as well as marketing costs (mainly due to
the digital evolutions in our businesses) was offset by a decrease in staff expenses (of EUR 6 million) and in
other (non-staff) expenses (of EUR 9 million).

As a result, gross operating income decreased to EUR 378 million in 1H 2016, down EUR 33 million or 7.9%
compared to 1H 2015. The consolidated cost-income ratio evolved as such from 62.1% in 1H 2015 to 64.0% in
1H 2016.

The cost of risk decreased by EUR 3 million to EUR 30 million. This evolution stems from a lower cost of credit
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risk in the Side activities and stable cost of credit risk in the Franchise activities demonstrating the continued good
credit quality.

The impairments on tangible and intangible assets amounted to EUR 3 million due to write-backs of
impairments on tangible assets that are no longer for sale.

Tax expense, including deferred taxes recorded in the profit and loss accounts, amounted to EUR 101 million in
1H 2016.

As a result, Belfius net income group share amounted to EUR 249 million for 1H 2016, compared to EUR 272
million in 1H 2015.

The Board of Directors is considering the payment of an interim dividend of EUR 75 million on the current year
profit of 2016. This dividend is also subject to approval of the ECB.

The Phased In Common Equity Tier 1 capital ratio (CET 1 ratio) stood at 15.7% at the end of June 2016,
compared to 15.9% at the end of 2015, and the Fully Loaded Common Equity Tier 1 capital ratio (CET 1 ratio)
stood at 15.2% at the end of June 2016, compared to 14.9% at the end of 2015. With the application of the 2016
grandfathering rules, the CET 1 ratio pro forma for the end of 2015 would have amounted to 15.6% compared to
the CET 1 ratio of 15.9% as reported for the end of 2015.

The Phased In total capital ratio amounted to 18.6% as at 30 June 2016, compared to 17.7% at the end of 2015.
The increase is mainly due to the inaugural Tier 2 bond successfully issued in May 2016 for EUR 500 million.

At the end of June 2016, regulatory risk exposure at Belfius amounted to EUR 47.8 billion, compared to EUR 47
billion at the end of 2015.

At the end of June 2016, the Belfius leverage ratio Phased In - based on the current CRR legislation - stood at
5.2%, the leverage ratio Fully Loaded stood at 5.0%.

The Solvency Il ratio of Belfius Insurance stood at 206% at the end of June 2016, in line with the ratio as of
December 2015. The resistance of own funds to adverse market developments combined with stable solvency
capital requirements resulted in this strong solvency ratio of 206% compared to 209% at the end of 2015.

8.3. Activities

Segment reporting
Analytically, Belfius splits its activities and accounts in two segments: Franchise and Side.
Franchise activities contain the key activities of the commercial business lines of Belfius:

e Retail and Commercial (RC), managing the commercial relationships with individual
customers and with small & medium sized enterprises both at bank and insurance level;

e Public and Corporate (PC), managing the commercial relationships with public sector, social
sector and corporate clients both at bank and insurance level;

e Group Center (GC), principally containing the residual results not allocated to the two commercial
segments of the Franchise and to the Side activities, as well as the residual interest rate and liquidity
management results through the internal transfer pricing mechanism.

Side segment incorporates the Legacy, inherited from the Dexia era and that is managed under a tactical de-
risking strategy and in natural run-off mode (see below). This segment consists of:

e the Legacy portfolios (bonds and credit guarantees);

e transactions with Dexia Group entities (former related parties);

e some other run-off activities with clients, inherited from the Dexia era and no longer part of the
commercial activities of Belfius.
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8.3.1. Franchise

8.3.1.1. Retail and Commercial (RC)

The Retail and Commercial business line provides a full range of banking products and a varied selection of life
and non-life insurance products that address the needs of the different customer segments seamlessly: retail,
privilege, private but also business (that consist of the self-employed, the liberal professions and small and
medium-sized enterprises).

Belfius Bank is among the top 4 leading banks in Belgium and serves its approximately 3.5 million customers
through 708 points of sale, internet and mobile banking applications, a contact center and a large number of
automatic self banking machines, which makes the bank a 24-hour-a-day operation.

In Belgium, for retail customers, Belfius Insurance combines the advantages of the exclusive agents network of
DVV insurance with those of the Belfius Bank branch networks, whilst also relying on Corona Direct, a direct
insurer that is active via the internet and “affinity”-partners®.

Strategy

In the course of 2015, also in light of the digital revolution, Belfius® 2020 strategy towards RC clients was
designed.

The RC strategy aspires to achieve four ambitions by 2020:

e to go from 95% customer satisfaction towards committed customers who are prepared to actively
recommend Belfius;

e to further develop a differentiated and digitally supported business model, with an ideal balance
between qualitative relationship management on the one hand, and efficient, user-friendly direct
channels on the other. Two complementary omni-channel approaches are being developed to that end:
one with digital focus geared to retail customers combined with value-added branch interactions at key
life moments, and the other with account management focus geared to privilege, private and business
customers supported by very convenient digital tools;

e toincrease the dynamic market share in core products to our aspired market share of minimum 15%;

e to further implement the continued focus on processes with true added value for the customers, and as
such target a further improvement in cost-income ratio to <= 60%.

RC Commercial Performance in 2015

The RC commercial activity was particular dynamic in 2015: for instance, total customer assets grew by 2.8% in
2015 to EUR 99.0 billion.

On-balance sheet deposits totalled EUR 60.1 billion at the end of 2015, slightly down (by 0.8%) from the end of
2014. Customers adopted a rather wait-and-see attitude for deposits because of the historically low interest rates,
which meant that less capital found its way to long-term capital investments (a drop of 17.5% for savings
certificates and of 20.4% for bonds issued by Belfius). However, the funds deposited in current and savings’
accounts continued to grow during the financial year of 2015. The funds deposited in current and savings’
accounts amounted to EUR 8.9 billion (+12.7 %) and EUR 37.3 billion (+5.1%°) respectively.

The slight decrease in on-balance sheet deposits was nonetheless more than compensated by a very good
performance by off-balance sheet investments, which went up by 16.3% compared to the end of 2014, to EUR
28.6 billion, and this thanks to a more pronounced customers’ preference for products with potentially higher
yields (mutual funds, mandates).

8 Affinity partners are external parties with whom Corona collaborates and that offer Corona insurance products.
® Compared to the end of 2014.
0 Compared to the end of 2014.
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Technical reserves of life insurance sold via the bank channel amounted to EUR 10.4 billion, down by 6.3%
compared to the end of 2014. Investments in Branch 21 life insurance products decreased because of the low
interest rates, but that drop was partially offset by the successful Branch 44 product and Branch 23 products.

Total loans to customers rose to EUR 35.8 billion at the end of 2015. The increase occurred in mortgage loans
(+6.9%) and business loans (+1%). Mortgage loans, which account for nearly two thirds of all loans, amounted
to EUR 23.1 billion at the end of 2015, while consumer loans and business loans represented EUR 1.6 billion
and EUR 10.2 billion respectively.

New long term loans granted to retail clients during 2015 amounted to EUR 6.1 billion of which 90% were
mortgage loans, and EUR 2.4 billion new long term business loans.

The gross production of insurance products to customers in the Retail and Commercial segment amounted to
EUR 1,740 million, compared to EUR 1,839 million in 2014, i.e. a 5.4% drop, in line with market tendencies
stemming from low client interest in Branch 21 Life insurance.

Life insurance premiums amounted to EUR 1,259 million, compared to EUR 1,375 million in 2014; a 9% drop.
The strong increase in Life Branch 23 premiums (+34%), particularly via the bank channels was compensated by
a decrease in Life Branch 21 premiums (-35%). This is in due to low client appetite in low interest rate
environment.

Non-life insurance premiums amounted to EUR 481 million, up 4% compared to the end of 2014. This increase
was possible thanks to further bank-insurance development and increased cross selling activities, in particular
with mortgage loans.

Total life insurance reserves, in the Retail and Commercial segments, dropped by 3.4% to EUR 17.3 billion at
the end of 2015 as a result of a difficult context characterised by low interest rates. A clear shift between
products can be noted in the reserves. Branch 23 reserves increased by 15%, whereas Branch 21 and 26 reserves
dropped by 8.6%.

RC Commercial performance in 1H 2016

In difficult market circumstances, the commercial activity remained solid. In the first half of 2016 total savings
and investments grew by 0.9% to EUR 100.7 billion at the end of June 2016. After a strong increase in 2015, the
organic growth further increased in the first half-year of 2016 by EUR 2.1 billion.

On-balance sheet deposits totalled EUR 62.3 hillion at the end of 1H 2016, up 3.7% compared to the end of
2015. Customers adopted a rather wait-and-see attitude for deposits because of the historically low interest rates,
which meant that less capital found its way to long-term capital investments. On the other hand, there was a very
good growth in current and savings accounts, which reached EUR 10.2 billion (+15.4%) and EUR 38.7 billion
(+3.6%) respectively.

Off-balance sheet investments on the other hand fell by 2.2% compared to the end of 2015, to EUR 27.4 billion.
This decline was mainly caused by a negative market effect (EUR 1 billion), partially offset by a net inflow of
asset management products (EUR 0.4 billion).

Life insurance reserves for investment products amounted to EUR 11.0 billion, down 5.9% compared to the end
of 2015.

Total loans to customers rose to EUR 40.9 billion at the end of 1H 2016. The increase occurred in mortgage
loans (+2.5%) and business loans (+2.9%). Mortgage loans, which account for two-thirds of all loans,
amounted to EUR 27.9 billion at the end of 1H 2016, while consumer loans and business loans stood at
EUR 1.4 billion and EUR 11.1 billion respectively.

New long-term loans granted to retail clients during 1H 2016 amounted to EUR 2.9 billion. In the first half-year
of 2016, the new production of mortgage loans — excluding external refinancing — increased by 17% to EUR
2.2 billion. During the same period, EUR 1.4 billion in new long-term business loans were granted, up 22%
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compared to the first half of last year.

The total insurance premiums from customers in the Retail and Commercial segment amounted to EUR 561
million in 1H 2016, compared with EUR 609 million in 1H 2015, down 7.8%, in line with market tendencies
stemming from low client interest in Life Branch 21 insurance.

Life insurance premiums amounted to EUR 301 million, compared with EUR 359 million in 1H 2015, a 16%
drop. Due to the historically low interest environment, a decline in Life Branch 21 premiums as well as in Life
Branch 23 premiums can be noted.

Non-life insurance premiums amounted to EUR 260 million, up 4% compared to 1H 2015. This growth was
possible thanks to the further development of bank channels, where we noticed an increase of almost 10% in
non-life premiums. The 1H 2016 new production in non-life insurances increased by 16% compared to the same
period last year.

Indeed, thanks to the “one-stop-shopping” concept of Belfius, the mortgage loan cross-sell ratio for fire
insurance increased from 80% at the end of 2015 to 82% at the end of June 2016. The mortgage loan cross-sell
ratio for credit balance insurance increased from 138% at the end of 2015 to 142% at the end of June 2016.

Total life insurance reserves, in the Retail and Commercial segments, dropped by 4.3% to EUR 13.5 billion at
the end of June 2016 as a result of a difficult context characterised by low interest rates. A clear shift between
products can be noted in the reserves. Life Branch 23 reserves increased by 5%, whereas Life Branch 21 and 26
reserves fell by 6.6%.

8.3.1.2. Public and Corporate (PC)
Belfius has always been the preferred partner of public sector and social organisations (hospitals, schools,

universities, retirement homes...) in Belgium. It provides its clients with a complete and integrated range of
products and services, ranging from credit lending and treasury management, insurance products, to budget
optimisation and financial IT solutions.

Corporate banking activities are directed principally at medium-sized corporates having a decision-making
center in Belgium and also at corporates offering their services to the public sector.

Strategy

Belfius is market leader in the Public and Social sectors. Investments of those sectors are however limited due to
measures to decrease the budget deficits at all public sector levels.

However, Belfius remains the reference partner of the Public and Social sectors in Belgium, and will continue to
invest in fully dedicated and convenient products and services for these clients, as such ensuring them to be
served in any case. Further capitalizing on its strong client intimacy and unique knowledge of these sectors,
Belfius will assist Belgian corporates in their offering towards the Public and the Social sectors, as such offering
them a unique edge in this very competitive but interesting market. In addition, as Belfius disposes of all
products and services Belgian corporates require, and further building on its local knowledge and unique
proximity, Belfius continues to develop its renewed ambitions towards Belgian corporates, as such fully taking
on its role of supporting the Belgian economy.

As such, the Public and Corporate strategic axes are:

e continued leadership in the Public and Social segment based on a unique intimacy and service offering;

e clear growth strategy to Belgian corporates based on our proximity and Business-to-Government (B2G)
services.

In concrete terms, these ambitions are to be reflected in an increase of Belfius’ market share in the Belgian
corporate market, from 8% to 13% over the next 3 to 5 years. Sizeable investments have been made to support
this development: a 25% increase in the number of corporate bankers, recruitment of more credit analysts, a new
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organisation of the marketing and sales teams, and of the financial markets’ teams in order to provide better
business services.

To remain the undisputed leader in the Public and Social sectors, Belfius will continue to assist these clients in
funding collection through the capital markets, to focus on the professional management of outstanding debt, and
extend its successful services linked to the “Smart Cities” needs of public clients.

Finally, also for these PC clients, Belfius started the bank-insurance approach and is able to serve both their
banking and insurance needs.

PC Commercial performance in 2015

At 31 December 2015, total PC customer assets were EUR 29.1 billion, an increase of 6.6% compared with the
end of 2014. On-balance sheet deposits rose by 8.5%, from EUR 19.9 billion to EUR 21.6 billion. The off-
balance sheet customer assets registered a slight growth of 1.4%.

Total outstanding loans went down slightly (-2.5%) to EUR 38.4 billion. This decline was due to lower demand,
increased competition on the Public and Social Sector market, and the increase in alternative financing (in
particular disintermediation, where Belfius is the market leader in the Public and Social market). Outstanding
loans for the Corporate segment increased to stand at EUR 8.9 billion at the end of December 2015. Off-balance
sheet commitments rose by EUR 1.3 billion to EUR 20 billion at the end of December 2015.

With regards to insurance activities, the Public and Corporate segment recorded good income dynamics, in
particular for non-life insurance products.

Non-life insurance premiums increased by 18.6% to EUR 121 million. This demonstrates the success of the
strategy developed for property & casualty insurance products (fire, accidents, other risks), i.e. through sales via
specialised brokers, and is reflected in the increase in premium revenues for occupational accident cover and
property damage cover.

Gross premiums received in the Life segment amounted to EUR 259 million, an increase of 2.4% thanks to the
strong position and expertise enjoyed by Belfius in its niche market. Despite the constant reduction of the local
authorities” room to manoeuvre and pressures on public finances, Belfius PubliPension (a “first-pillar” pension
product) continues to respond to customer needs.

PC Commercial performance in 1H 2016

At the end of June 2016, total savings and investments amounted to EUR 30.1 billion, an increase of 1.9%
compared with the end of 2015. On-balance sheet deposits rose by 1.9%, from EUR 21.6 billion to EUR 22.0
billion. Off-balance sheet investments registered growth of 1.8% to reach EUR 7.6 billion.

Total outstanding loans remained stable at EUR 38.4 billion. The decrease in Public and Social was due to lower
demand, increased competition on the Public and Social Sector market and the increase in alternative financing.
Outstanding loans for the Corporate segment increased to stand at EUR 9.3 billion at the end of 1H 2016. Off-
balance sheet commitments remained stable at EUR 19.9 bil-lion at the end of 1H 2016.

Despite the continued weak market demand in the public and social sector, Belfius granted EUR 0.8 billion in
new long-term lending in the first half of 2016, up 24% compared to the same period of last year. Belfius also
plays an active role in Debt Capital Markets business. During 1H 2016 the bank signed new funding agreements
to the public and social sectors for a total amount of EUR 4.5 billion and increased its level of participation to
86% of the public issuers.

The production of long-term loans to corporate customers amounted to EUR 1.5 billion in the first half of 2016.
With its level of participation rising to 73%, Belfius also confirmed its position as leader for bond issues and
treasury certificates for corporate clients. In the first half of 2016, the bank launched EUR 0.8 billion of
innovative funding to those clients.
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With regard to insurance activities, the Public and Corporate segment recorded a solid income, in particular for
non-life insurance products.

Non-life insurance premiums increased by 12.3% to EUR 87 million. This demonstrates the success of the
strategy developed for property and casualty insurance products (fire, accidents, other risks), i.e. through sales
via specialised brokers, and is reflected in the increase in premium revenues for occupational accident cover and
property damage cover.

Gross premiums received in the life segment amounted to EUR 159 million, an increase of 5.7% thanks to
the strong position and expertise of Belfius in its niche market.

8.3.1.3.Group Center (GC)
At the bank, Group Center principally contains the residual results not allocated to the two commercial segments

of Franchise and to Side activities, as well as the residual interest rate and liquidity management results through
the internal transfer pricing mechanism.

The carry cost of the collateral needed by Franchise activities is also allocated to Group Center. The results on
hedge solutions implemented for clients (Flow Management activities) and the results on treasury activities
(Money Market) are also allocated to Group Center. Finally, Group Center also contains the result or carry costs
of assets or liabilities not allocated to a specific business line or asset/liabilities that do not deliver or obtain
interest (e.g. equity, property, equipment).

At the level of the insurer, Group Center contains income from assets not offered to and allocated to a specific
business line, the cost of subordinated debt, the results of some subsidiaries and the costs not allocated to a
specific business line.

8.3.2 Side

At the time of the separation from Dexia Group at the end of 2011, Dexia Bank owned an investment portfolio,
inherited from its period within Dexia Group, totalling EUR 74 billion notional value:

e alegacy bond portfolio of approximately EUR 18 billion;
e alegacy credit guarantee (intermediation) portfolio of approxi-mately EUR 12 billion;
o funding to other Dexia entities for approximately EUR 44 billion.

Since the end of 2011, Belfius has implemented a tactical de-risking plan leading to a significant reduction of the
Side portfolios, including a reduction of funding to Dexia entities to almost zero by the end of February 2015.

In the light of Belfius® ambitions towards a still somewhat lower risk profile, the bank continues its tactical de-
risking efforts in order to bring the Side portfolios, by the end of 2016, to target state with a risk profile in line
with Franchise’s risk profile. As such, the Side portfolios’ risk profile targeted by Belfius shows the following
key characteristics:

e anaverage rating of the portfolios of A-;
e anon-investment grade (NIG) share of maximum 2%;
e concentration limits in line with Belfius corporate portfolios within the Franchise.

8.3.2.1. The Legacy bond portfolio
At the end of June 2016, the Legacy bond portfolio stood at EUR 7.1 billion, down EUR 1 billion compared

to December 2015, mainly due to the tactical de-risking (EUR 0.3 billion) and the natural amortization of the
portfolio. At the end of June 2016, the portfolio was composed of sovereign and public sector (14%), corporate
(48%), financial institutions bonds (20%) and asset-backed securities (18%).

Since 2011, the Legacy bond portfolio has been decreased by almost two-thirds (61%) or EUR 11.2 billion of
which two-thirds due to tactical de-risking and one-third to natural amortizations. Tactical de-risking has been
mainly executed in the asset categories of financial institutions (-83%), covered bonds (-77%), asset backed
securities (-74%) and international sovereigns and public sector (-53%).
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The Legacy bond portfolio has an average life of 15 years. With an average rating of A- and 94% of the portfolio
being investment grade, the portfolio remains of good credit quality.

8.3.2.2. The Legacy credit guarantee (intermediation) portfolio
At the end of June 2016, the credit guarantee portion of Belfius® Legacy portfolio amounted to EUR 4.3 billion,

down EUR 1.1 billion compared to December 2015, mainly due to amortizations. It relates essentially to Credit
Default Swaps and Financial Guarantees issued on corporate/public issuer bonds (83%), ABS (15%) and covered
bonds (2%). The good credit quality of the underlying reference bond portfolio, additional protection against
credit risk incorporated in the bond itself and the protections purchased by Belfius from various monoline
insurers (US reinsurance companies, essentially Assured Guaranty) result in a portfolio that is 100%
investment grade. The average rating of the portfolio remains at A-. At the end of June 2016, the average
residual life of the port-folio stood at 7.1 years. Since the end of 2011, the Legacy credit guarantee portfolio has
been reduced by EUR 7.4 billion or 63%.

8.3.2.3. Funding to Dexia
Since February 2015, the funding to Dexia has been reduced to below EUR 100 million. As at 30 June 2016, the

remaining funding relates mainly to a loan to Dexia Crediop (EUR 4.5 million) for which Dexia Crediop has
made a deposit of the same amount with Belfius and the co-financing of a loan (EUR 51.1 million) granted by
DCL to a very creditworthy British real estate (social housing) company that passes through the accounts of
DCL.

Please note also that, while it was still part of the Dexia Group, the former Dexia Bank (now Belfius Bank) was
the Dexia Group’s “competence centre” for derivatives (mainly interest rate swaps): this meant that all Dexia
entities could cover their market risks with derivatives with Dexia Bank, mainly under the standard contractual
terms related to cash collateral. The former Dexia Bank systematically covered these derivative positions
externally, as a result of which these derivatives broadly appear twice in Belfius accounts: once in relation to
Dexia and once for the hedging. The remaining outstanding notional amount of derivatives with Dexia amounted
to approximately EUR 43.3 billion at the end of June 2016, a decrease of EUR 5.6 billion compared to the end of
2015.

8.3.2.4. Other Side
Other run-off activities consist mainly of derivatives with (non-Franchise) foreign counterparties and of

transactions with former related parties, inherited from the Dexia era.

8.4. Post-balance sheet events
Dividend

The Board of Directors considers paying an interim dividend of EUR 75 million on the current year profit of
2016. Note that the decision is subject to approval of the ECB.

Possible conversion of the documentation of subordinated debt instruments held by Arcopar

Belfius Bank and Arcopar are examining the conversion of documentation of the bilateral subordinated perpetual
loans (issued by Belfius Bank and held by Arcopar), for EUR 85 million notional in total to a documentation
under a public EMTN program, in order to increase the marketability and liquidity of these instruments.

Sale of International Wealth Insurer

In 2015, Belfius Insurance has decided to activate the sale of its participation in “International Wealth Insurer”
following the strategy of Belfius to concentrate its activities on Belgium. Foyer S.A., the largest privately owned
financial group of Luxembourg, has reached an agreement in June 2016 with Belfius Insurance on the
acquisition of “International Wealth Insurer”. The transaction was closed on 9 August 2016, there was positive
impact in result of EUR 8 mio which will be recorded in 2H 2016

59



INV_A2 1 A 01

EU-wide EBA Stress test: Belfius among well capitalized European banks

On 29 July 2016, the EU-wide EBA stress test results were published. Starting from a very comfortable CET1
capital ratio of 15.9% (Phased In) as per the end of 2015, Belfius still achieves a solid CET1 ratio of 11.4%
(Fully Loaded) after the 2016 EBA stress test. Based upon such result, Belfius ranks among the well capitalized
European banks for which EBA published the stress test result and Belfius scores substantially better than the
average stress test result of 9.4%.

New tax legislation for credit institutions

A legislation regarding a new annual tax for credit institutions has been published in the Belgian Official Gazette
on 11 August 2016. This is under analysis by Belfius, but no major impacts are expected.

Call DSFB 4

The securitisation vehicle DSFB 4 was called in July 2016; it concerned loans granted to Belgian public
entities. As at end of June 2016, an amount of EUR 2,128 million was outstanding. The underlying loans from
DSFB 4 will be used as part of the collateral for the Targeted Longer-Term Refinancing Operation 1l (TLTRO

1.

Belfius® activities are exposed to a number of risks such as - but not exclusively - credit risks, market risks,
liquidity

8.5. Risk Management

Fundamentals of credit risk in 2015
Banking activities in Retail and Commercial

The Belgian macroeconomic climate improved slightly in 2015. Against this background, lending to the Retail
and Commercial business line — one of the core segments at the bank — remained at a high level, and this based
on a stable lending policy in general, albeit adjusted for some elements (see below).

Demand for consumer credit remained stable in 2015. The criteria used for granting consumer loans remained
generally unchanged compared to 2014 and is in line with the “Responsible Lending” charter that 1s part of the
Belgian Financial Sector Federation (Febelfin).

As far as the production of mortgage loans is concerned, 2015 can be divided into 2 separate periods. The
decision taken by the new Flemish government in the summer of 2014 to wind down the “housing bonus”
system, resulted in a sharp increase in demand for housing loans in the second half of 2014 which continued
during the first months of 2015. In addition, the historically low interest rates also led to an unprecedented wave
of early repayments. The vast majority of prepaid existing mortgage loans were refinanced internally.
Furthermore, Belfius Bank was able to attract a considerable number of new customers with adequate credit
quality by refinancing their former mortgage loans at other banks. During the second half of 2015 the production
of new mortgage loans returned to levels less impacted by refinancing.

In this exceptional market environment, the Risk Department conducted reinforced internal monitoring of the
potential higher risk segments of mortgage loans (combinations of longer repayment terms, higher Loan-to-value
financing ratios and higher debt service costs vs. income ratios). Belfius Bank took measures to keep production
in these niches within strict limits. In the meantime the cost of risk on mortgage loans remained under control,
though there was a slight increase in the cost of risk on mortgage loans that originates from the market and loan
allocation conditions in the years preceding the financial crisis of 2008-2011. Since then, the allocation policy
has been gradually adjusted to take account of the changing market circumstances.

Belfius has approximately 200,000 self-employed workers, professionals and SMEs as customers. Each one of
them can rely on the personal service of a business banker. Belfius Bank’s project to have lending decisions for
business loans taken by local teams working close to the customer was further intensified in 2015. This strategy
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contributes clearly to a better knowledge of the customer and his or her situation, while numerous tests and
realised statistics indicate that the risk remains well under control. The continuous fine-tuning of the decision-
making logic and the enhanced and quickly reactive monitoring on deteriorating risk profiles is clearly bearing
fruit.

The overall profitability and strength of Belgian SMEs remained good, although the latter are more and more
confronted with a changing consumer pattern (e.g. e-commerce). In 2015, according to GRAYDON, 10,605
companies were forced to cease trading, which was 6.1% lower than the number in 2014. 23,050 jobs were as
such put at risk. This is the lowest number since 2008, the beginning of the economic crisis, and a decrease of
11.6% in comparison with 2014. The main reason for this positive trend, also visible in risk statistics of the
portfolio of business lending of Belfius Bank, was the economic growth of 1.3%. Consequently, the cost of
business loans at Belfius Bank remained at a good risk/return level and within the target levels. Belfius therefore
intends to keep supporting the production of business loans, also in relation to start-ups. At the same time, the
Risk department continues the improvement of the process of early warning indicators in order to keep
permanently the risks in this market segment well under control.

Banking activities in Public and Corporate

In 2015, Belfius kept providing the public and social sector, as well as mid & large corporations, with an
extensive and integrated range of products and services. It strengthened its partnership with the customers from
the public and social sector by continuing to invest in having an in depth knowledge of their needs and
continuing to be able as such to offer them new and tailored solutions to fund their operations, manage their
finances and meet their insurance requirements. The strategy to become also the reference partner for corporates
that service this public and social sector (Business-to-Government) was further implemented.

The Public Sector loans portfolio maintained its very low risk profile. The economic climate of low inflation,
moderate growth and historical low interest levels resulted in a limited pressure on the expenditures of Belgian
municipalities. Local tax increases with an eye to budget balance were for that reason rather limited. The
indebtedness of municipalities remains stable and their financial costs have fallen as a result of the historical low
interest rates. The increase of staffing and operating expenditures is being kept under control, thanks to, among
others, low inflation. Worth mentioning is that municipalities received in 2015 an increased support of regional
authorities through various funds and subsidies. This additional effort of the regional authorities should not be
underestimated considering that the latter experienced themselves the impact of the sixth State reform, the low
inflation and the necessary budgetary discipline. Besides the current budgetary limits, some other structural
reforms will weigh on the finances of municipalities in the coming years, such as the ongoing pension reform for
their statutory staff, the contribution of local authorities to remedying Belgian public finance, the increasing
costs of social aid and security (in particular the reform of the fire brigades) and finally the challenges of the
ageing population.

From a risk management point of view, the hospital sector remains a focus of attention. The potential
developments in the area of hospital funding are closely monitored. The indebtedness of Belgian hospitals has
increased importantly the past 5 years. The operating profit of the sector globally improved but remains all in all
rather limited. As a consequence, some hospitals display a structural shortfall in repayment capacity. According
to our well-known studies, the Belgian hospital sector seems somewhat underfunded and an overcapacity
regarding beds and infrastructure prevails. The Minister of public health works on a plan to address these
challenges.

Belfius® corporate banking business is focused on Belgian companies with an annual turnover exceeding 10
million euro. With approximately 6,000 corporate customers, Belfius Bank is actually positioned as a challenger
in this segment, but a new growth strategy has been started in 2015. Belfius has taken the necessary measures to
ensure that this growth strategy will go hand in hand with a good creditworthiness and acceptable risk
concentrations. The credit profile of the corporate banking lending remained fairly stable during 2015, which
also meant that the cost of risk remained at an acceptable level and within the limits set. The Belgian economy
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gradually recovered during 2015 but growth remained low. The rather unforeseen growth recession in China in
the second half of the year disturbed the growth engine. The 2015 index jump imposed by the Belgian
government however supported the competitiveness of Belgian companies, backed by the low import costs of
energy and raw material. As a result, the general recovery of profitability of Belgian corporates - already started
in 2014 — continued in 2015.

Belfius monitors sector risks in a proactive way and defined specific measures with regard to a limited number
of more vulnerable sectors. The sustainable energy sector in Belgium for example faces since 2012 some
challenges due to, among other things, the run-down of the subsidy mechanisms regarding green energy. A
change in the energy policy could potentially bring some relief to this sector. In the meantime, the less
performing files identified are being monitored with the appropriate attention as part of the existing watch list
process. In the shipping industry, Belfius Bank continued to focus exclusively, as it has done in previous years,
on shipping companies and other shipping-related businesses that have a commercial relationship with the bank
and a clear link with the Belgian economy. Connections with companies that do not meet these criteria were
further reduced. The shipping companies’ performance globally improved, helped by reduced bunkering
expenses and cost optimisations through alliances. The indicators and opinions on the future evolution of the
shipping sector remain however divergent. Finally, the commercial property sector is also being watched closely,
despite its usually good performance. Belfius Bank has further reinforced acceptance standards for these
customers to enable any market corrections to be absorbed. Furthermore, a lot of work was put in the frequent
monitoring of real estate during the full life cycle of the underlying credit loans.

Insurance

The management of the credit risk of Belfius Insurance is the responsibility of Belfius Insurance risk
management team, albeit in collaboration with the credit and risk teams at Belfius Bank and within the risk
management guidelines regarding credit limits, etc. that apply to the whole of the Belfius group. As such, this
means that credit limits are defined on a consolidated basis and that transfers of limits between the bank and
insurance arm of the business are permitted, provided that both parties agree. The CROs of Belfius Bank and
Belfius Insurance coordinate the requests together.

Credit risk in 2016

The first half of 2016 was characterized by strong fluctuations in the financial markets in a context of moderate
growth in Europe. Various shocks and rumors hit the markets and caused strong movements in stock and bond
markets.

Fear of a global slowdown

In the first months of the year, fear of a global slowdown caused panic reaction and strong turbulence on the
stock market. In Belgium, this even led at one point to a stock market correction of more than 20% on the BEL
20 index compared to the beginning of the year. Rumours about a hard landing of the Chinese economy and a
possible recession in the emerging markets as a consequence of an appreciation of the USD were at the root of
these market turbulences. In the end, the Chinese downturn has been rather limited and, as the US did not
increase its rates, the USD did not materially appreciate against the EUR. However, the stock market did not
completely recover and throughout the first half of the year remained approximately 6% below the level of early
January.

From an economic point of view, Europe continued its moderate growth whereby the Belgian economy in
particular suffered from a weak first quarter. Most international institutions and independent research agencies
lowered their growth prospects for the EU and the eurozone. However, as mentioned, despite the market
turbulences, Belgian consumer and producer confidence remained on track and the labour market as a whole
improved throughout the EU.
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Terrorist attacks in Belgium and social conflicts

On 22 March 2016, there were major terrorist attacks in Belgium which had a negative economic impact on the
catering and tourism industry. The National Bank of Belgium assessed that such terror attacks could negatively
impact the growth by 0.1% of GDP. However, Belgian consumer and producer confidence remained unaffected.

The first half of the year was also marked by social conflicts and strikes in the public sector.
ECB policy

On 11 March 2016, in view of slowing growth and inflation, the ECB decided to develop its quantitative easing
program further. More bonds can be bought each month (i.e. EUR 80 billion instead of EUR 60 billion) and
corporate bonds are now also eligible for the purchase programme. As a consequence, interest rates came under
pressure and credit spreads tightened. However, the euro did not weaken against the USD as the interest rate
differential between the eurozone and the US did not increase, because the Federal Reserve decided not yet to
raise its policy interest rates.

Brexit

On 23 June 2016, in a referendum the UK expressed its wish to leave the European Union. This outcome was
unexpected by the financial markets and led to strong declines in the stock markets as well as a depreciation of
the euro and especially the sterling against the US dollar. Due to the rush of investors to high quality assets,
interest rates also fell. The 10-year German bund even became negative and traded at approximately -13 bps at
the end of June. How the exit from the European Union will work out, in which time frame, and which economic
sectors will be impacted, is for the time being unknown. This again increases uncertainty and volatility.

The UK is also one of Belgium’s most important export markets. According to the National Bank of Belgium,
business with the UK represents approximately EUR 3 billion of added value. What effect the Brexit may have
on these trade relations is currently unknown.

EU-wide EBA Stress Test

Belfius Bank was subject to the 2016 EU-wide stress test conduc-ted by the European Banking Authority, in
cooperation with the National Bank of Belgium, the European Central Bank, the European Commission and the
European Systemic Risk Board.

The stress test applied to 51 European banks and its aim was to assess the resilience of selected institutions when
confronted by severe financial and economic stress over a three-year time horizon (2016-2018). The stress test
was carried out applying a static balance sheet assumption as at December 2015, and therefore does not take into
account any future business strategies and management actions. The final outcome of this exercise is translated
into the relevant banks’ solvency figures as per the end of 2018. The 2016 stress test does not contain a pass-fail
solvency threshold (as was the case in the 2014 stress test), but instead was designed to be used as crucial
information for the 2016 supervisory review process that will continue during the second half of the year.

Starting from a very comfortable CET 1 Phased In ratio of 15.9% as at the end of 2015, the CET 1 ratio
increased to 17.6% under the baseline stress scenario (in Fully Loaded format) as per the end of 2018. Under the
2016 EBA adverse stress scenario, Belfius still achieves a solid CET 1 Fully Loaded ratio of 11.4%. Based upon
this result, Belfius ranks among the best capitalized European banks and scores substantially better than the
average of 9.4% of the 51 European banks for which EBA published the stress test result.

This outcome confirms the appropriateness of our strategy over recent years, the long-term vision of our
shareholder, our solidity and our resilience, all of which are crucial in the current challenging macroeconomic
environment.
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Exposure to credit risk'

As at 30 June 20186, the total credit risk exposure, within Belfius reached EUR 175.2 billion, an increase of EUR
3.3 billion or 2% compared to the end of 2015. This slight increase is mainly due to the higher commercial
activities in the first half-year of 2016 and short-term investments on French region bonds. At bank level, credit
risk exposure amounted to EUR 156.6 billion, up 2.6% compared to the end of 2015. At the level of Belfius
Insurance, credit risk exposure decreased by 3.8% to EUR 18.6 billion at the end of June 2016.

Breakdown of credit risk by counterparty |31/12/2015|30/06/2016
in EUR billion

Central governments 17.2 18.1
of which government bonds 13.9 14.3
Public sector entities 51.5 52.3
Corporate 26.1 26.5
Monoline insurers 3.6 4.1
ABS/MBS 1.8 2.3
Project Finance 1.8 2.0
Indivduals, self-employed and SME's 40.5 41.4
Financial institutions 29.2 28.5
Total 171.9 175.2

The credit risk exposure on public sector entities and the institutions that receive guarantees from these public
sector entities (30% of the total), and on individuals, self-employed and SMEs (24% of the total) constitute the
two main categories. The relative proportion of the central governments segment amounted to 11% at the end of
June 2016. Inside this segment, the credit risk on government bonds increased by 3% from EUR 13.9 billion at
the end of 2015 to EUR 14.3 billion at the end of June 2016. More than half (59%) of the government bonds
portfolio is invested in Belgian government bonds. While at bank level the Belgian government bonds represent
37% of the total government bond portfolio, the relative proportion at Belfius Insurance stood at almost 80%.

At the end of June 2016, credit risk exposure on financial institutions and on corporates was 16% and 15%
respectively. The credit risk on monoline insurers (2% of the total) on bonds issued by issuers principally active
in infrastructure and public utilities projects is predominantly an indirect risk arising from credit guarantees
written by Belfius Bank and reinsured with monoline insurers.

Belfius’ positions are mainly concentrated in the European Union: 94% or EUR 147 billion at bank level and
98% or EUR 18.1 billion for Belfius Insurance.

70% of the total credit risk exposure is on counterparties categorised in Belgium country exposures, 7% in
France, 6% in the United Kingdom, 4% in Italy and 3% in Spain. The credit risk exposure of Belfius
counterparties in the United Kingdom amounted to EUR 11 bil-lion. Almost three-quarters of this credit risk
exposure concerns bonds, of which close to 60% are inflation-linked, issued by utilities and infrastructure
companies in the United Kingdom that operate in regulated sectors such as water and electricity distribution.
These bonds are of good credit quality (98% investment grade), and moreover the majority of the outstanding
bonds are covered with a credit protection issued by a credit insurer that is independent from the bond issuer.
The remainder concerns the bond portfolio of Belfius Insurance, a short-term credit portfolio for treasury
management of Belfius Bank and receivables on clearing houses. The credit risks on those portfolios are also of
good credit quality.

At the end of June 2016, 85% of the total credit risk exposure had an internal credit rating investment grade (1G),
compared to 84% at the end of December 2015.

™ Credit risk exposure is expressed as Full Exposure at Default — FEAD, as used in the Pillar 3-report. Belfius credit risks are based on a
consolidation scope that includes its fully consolidated subsidiaries, Belfius Insurance included.
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Asset quality

At the end of June 2016, the amount of impaired loans and advances to customers amounted to EUR 2,027
million, stable compared to the end of 2015. In the first half of 2016, the asset quality ratio slightly improved
from 2.29% at the end of 2015 to 2.22% at the end of June 2016. The coverage ratio further strengthened to
57.4% at the end of June 2016.

In June 2016, collective impairments on loans and advances to customers amounted to EUR 359 million.
Liquidity risk

Consolidation of the liquidity profile

During the first half-year of 2016, Belfius Bank continued its efforts to keep a diversified liquidity profile by:

e managing its funding surplus within the commercial balance sheet;

e continuing to obtain and diversify long-term funding from institutional investors by issuing, inter alia,
covered bonds backed by quality loans, and senior unsecured debt;

o collecting short and medium-term (CP/CD/EMTN) deposits from institutional investors;

e continuing its downsizing of the Legacy portfolio.

At the end of June 2016, Belfius Bank participated in the European Central Bank’s second TLTRO funding
programme in a total amount of EUR 3 billion and repaid early its EUR 1.65 billion participation in the first
TLTRO funding programme. The participation in the second TLTRO is aimed at financing the investment need
of SMEs, social sector and retail clients. The TLTRO is partially used to finance the call of DSFB 4. This
funding vehicle, secured with public sector loans, was sold externally. As the funding cost was higher than the
actual funding cost in the market, Belfius Bank decided to call DSFB 4 with value date in July 2016.

In April 2016, Belfius Bank launched its first subordinated benchmark issue. This Tier 2 transaction was highly
successful. The EUR 500 mil-lion notes, with a maturity of 10 years, bear an annual coupon of 3.125%. With this
Tier 2 transaction Belfius is climbing up the ladder of juniority, after several benchmarks in covered bonds and
senior unsecured notes. Additionally, this subordinated transaction fits well within the strategy of diversification
of funding sources and investor base as well as the further optimisation of the maturity profile.

The Liquidity Coverage Ratio (LCR), introduced within the framework of the Basel 111 reforms, became a pillar
| requirement for European banks on 1 October 2015 (at a level of 60%). In Belgium the law already requires
banks to respect a LCR of 100% from that date onwards. Belfius Bank closed the first half-year of 2016 with an
LCR ratio of 121%. The bank’s L.CR ratio has remained above 100% since the beginning of the year.

The Net Stable Funding Ratio (NSFR), based on our current interpre-ta-tion of current Basel 11 rules, stood at
108% at the end of June 2016.

Liquidity reserves

At the end of June 2016, Belfius Bank had quickly mobilisable liquidity reserves of EUR 32.0 billion. These
reserves consisted of EUR 0.6 billion in cash, EUR 20.4 billion in ECB eligible bonds (of which EUR 15.7
billion are CCP-eligible?), EUR 9.2 billion in other assets also eligible at the ECB and EUR 1.8 billion in other
liquid bonds.

These reserves represent six times the bank’s unsecured (senior unsecured) institutional funding outstanding at
the end of June 2016 and having a remaining maturity of less than one year.

Funding diversification at Belfius Bank

Belfius Bank has a historically stable volume of commercial funding that comes from its RC and PC customers.
This funding increased from EUR 81 billion at the end of December 2015 to EUR 84 billion at the end of June

12 CCP = Central Counterparts
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2016, of which EUR 62 billion is from RC. The commercial funding represents 77% of the total funding sources.

Following the issue of new mortgage covered bonds and the participation of Belfius Bank in the second
TLTRO programme, the secured funding, which still includes DSFB 4 at the end of June 2016, increased to EUR
15 billion or 14% of the total funding sources.

The wholesale unsecured funding remained stable at EUR 5.7 billion.

The remainder of the bank’s funding requirements comes from institutional short-term deposits (Treasury)
mainly obtained through placement of Certificates of Deposit and Commercial Paper.

The collected funding is used, firstly and most importantly, to finance the granting of loans to RC and PC clients.

Next to that, Belfius Bank also has a historical bond portfolio, including an ALM portfolio for liquidity
management purposes, with highly liquid assets, and a historical bond portfolio (Legacy bond portfolio) that was
set up between 2003 and 2008.

As a result of derivative contracts to cover interest rate risk of its activities, Belfius Bank has an outstanding
position in derivatives for which collateral must be posted and is being received (cash & securities collateral).
Against the background of historically low interest rates, in net terms, Belfius Bank posts more collateral than it
receives.

The loan to deposit ratio, which indicates the proportion between assets and liabilities of the commercial balance
sheet, stood at 89% at the end of June 2016 versus 91% at the end of 2015.

Brexit

In a cautious attempt to anticipate the potential adverse negative effect of the Brexit referendum of 23 June 2016,
Belfius covered its GBP liquidity gap until end of August. So far, markets have remained fairly liquid.
Nevertheless, the total liquidity requirement increased slightly for Belfius bank following the fall of interest rates
and additional collateral to be posted for derivatives, for which Belfius can use its solid liquidity buffer.

Encumbered assets

According to our current interpretation of the EBA guideline on the matter, the encumbered assets at Belfius
Bank level amounted to EUR 41.3 billion at the end of June 2016 and represented 23.9% of total bank balance
sheet and collateral received under securities format, which amounted to EUR 173 billion (EUR 165 billion
assets and EUR 8 bhillion collateral received). This represents a limited increase of the encumbrance ratio of
0.4% compared to the end of 2015.

Since the establishment of the first covered bond programme in 2012, the bank has issued covered bonds for a
total amount of EUR 7.9 billion. At the end of June, the assets encumbered for this funding source are composed
of commercial loans (public sector and mortgage loans) and amounted to EUR 9.9 billion. Public and mortgage
loans encumbered in securitisations (DSFB 4 and Penates 5) amounted to EUR 2.9 billion at the end of June.

The bank is also collecting funding through repo markets and other collateralised deposits. At the end of June
2016, the total amount of assets used as collateral for this activity amounted to EUR 5.2 billion, of which EUR
3.4 billion linked to the ECB funding of EUR 3 billion. It is worth mentioning that during 1H 2016, the volume
of assets encumbered for ECB funding source increased by EUR 1.5 billion following the additional
participation of Belfius Bank to the TLTRO. This negative impact will be offset by the call of DSFB 4 in July
that will generate a decrease of encumbered assets for EUR 2.2 billion.

The balance of encumbered assets is mainly linked to collateral pledged (gross of collateral received) for the
derivatives exposures for EUR 21.9 billion under the form of cash or securities. The colla-teral pledged
increased by EUR 2.7 billion compared to the end of 2015. A significant part of collateral pledged is financed
through collateral received from other counterparties with whom the bank concluded derivatives in the opposite
direction.
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8.6. Ratings
As of 27 September 2016, Belfius Bank had the following long-term credit ratings:
Long-term rating Outlook Short-term rating
Fitch A- Stable F2
Moody's A3 Stable Prime-2
Standard and Poor’s A- Negative A-2

8.7. Other information

Belfius Bank is not dependent on any of its subsidiaries, save for Belfius Insurance SA/NV. Belfius Insurance
SA/NV holds the licences required for insurance undertakings, and Belfius Bank consequently relies on it for the
insurance activities carried out by it.

There is no arrangement known to Belfius Bank, the operation of which may at a subsequent date result in a
change of control of Belfius Bank.

There are no recent events particular to Belfius Bank which are, to a material extent, relevant to the evaluation of
its solvency.

Belfius (Belfius Bank and its consolidated subsidiaries) is involved as a defendant in a number of litigations in
Belgium, arising in the ordinary course of its business activities, including those where it is acting as an insurer,
capital and credit provider, employer, investor and tax payer.

In accordance with the IFRS rules, Belfius makes provisions for such litigations when, in the opinion of its
management, after analysis by its company lawyers and external legal advisors as the case may be, it is probable
that Belfius will have to make a payment and when the amount of such payment can be reasonably determined.

With respect to certain other litigations against Belfius of which management is aware (and for which, according
to the principles outlined above, no provision has been made), the management is of the opinion, after due
consideration of appropriate advice, that, while it is often not feasible to predict or determine the ultimate
outcome of all pending litigations, such litigations are without legal merit, can be successfully defended or that
the outcome of these actions is not expected to result in a significant loss in the Belfius Consolidated Financial
Statements.

The most important cases are listed below, regardless of whether a provision has been made or not. Their
description does not deal with elements or evolutions that do not have an impact on the position of Belfius. If the
cases listed below were to be successful for the opposing parties, they could eventually have monetary
consequences for Belfius. Such impact remains unquantifiable at this stage.

Furthermore, with regard to Belfius Insurance, no specific provision was made for significant litigation.

8.7.1.1. Housing Fund of the Brussels Capital Region

On 9 October 2012, the Housing Fund of the Brussels Capital Region summoned Belfius Bank before the
Brussels Commercial Court. The Housing Fund subscribed in a total amount of EUR 32,000,000 to 4 treasury
notes issued by Municipal Holding between July and September 2011. Following the liquidation of Municipal
Holding, the Housing Fund could only receive repayment for EUR 16,000,000. It demands the payment by
Belfius Bank of the non-repaid capital. As the loss incurred on this investment is the result of a voluntary waiver
of the claim by the Housing Fund, which matches half of the investment, Belfius Bank rejects the demand from
the Housing Fund.

On 27 March 2014, the Brussels Commercial Court accepted the claim application by the Housing Fund, but
declared it unfounded. The Housing Fund lodged an appeal against this judgment on 3 June 2014.
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There was no significant evolution in this claim during the first half of 2016.
No provision has been made for this claim.

8.7.1.2. BBTK and ACLVB

On 8 May 2014, two trade unions within Belfius Bank, BBTK and ACLVB, summoned Belfius Bank before the
Brussels Labour Court. They demand the annulment of the collective bargaining agreements that Belfius Bank
signed with two other trade unions of the bank. BBTK and ACLVB are of the opinion that these collective
bargaining agreements amend, without their consent, previous collective bargaining agreements Belfius Bank
also concluded with them. In addition, they are of the opinion that an employer can only sign a collective
bargaining agreement with some of the existing trade unions within the firm, if the said employer has not signed
previous collective bargaining agreements with other trade unions. The bank rejects this claim as the previous
collective bargaining agreements have not been amended and because the law provides in general that a
collective bargaining agreement can be signed with only one trade union.

On 26 November 2015, the Labour Tribunal adjourned the hearing for oral pleadings to 20 October 2016 for
procedural reasons having no impact on the merits of the case.

There was no significant evolution in this claim during the first half of 2016.
No provision has been made for this claim.

8.7.1.3. Arco

On 30 September 2014, 737 shareholders from 3 companies of the Arco Group (Arcopar, Arcoplus and Arcofin)
summoned Belfius Bank, together with the 3 aforementioned Arco companies, before the Brussels Commercial
Court. Principally, they demand the annulment of their agreement to join the capital of these 3 companies as
shareholder, based on deception or fallacy. They demand that the Court orders Belfius Bank in solidum with each
of the 3 above mentioned Arco companies to repay their capital contributions, increased by interest and
compensation. On an ancillary basis, they applied to the Commercial Court to order Belfius Bank to pay
compensation based on an alleged shortcoming in its information duty towards them. Because the file submitted
by them lacks information with respect to proof and assessment of damages, Belfius cannot assess the content of
the claim and has to reject it.

On 16 December 2014, 1,027 shareholders and on 15 January 2016, 466 other shareholders of the 3
aforementioned Arco companies joined the summons on a voluntary basis. Belfius has asked for their files so
that it can evaluate the content of their claim.

On 17 December 2015, 2,169 shareholders of the 3 aforementioned Arco companies issued a writ to the Belgian
State for compulsory intervention. They demand that the Commercial Court orders the Belgian State to pay
compensation based on the alleged illegality of the guarantee scheme the Belgian State enacted in favour of Arco
shareholders. This demand is subordinated to their claims against Belfius Bank and has no negative impact on
Belfius Bank.

There was no significant evolution in this claim during the first half of 2016.

No provision has been made for this claim.

8.7.2. Management and Supervision of Belfius Bank
8.7.2.1. Composition of the Management Board and the Board of Directors
A. Management Board

The Management Board currently has six members who have all acquired experience in the banking and
financial sector. The members of the Management Board form a college.

As of the date of this Base Prospectus, the Management Board consists of the following six members:
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Significant other functions
performed outside Belfius

Name Position Bank
Marc RaISIEIe ......cceveieeieiee e e Chairman none
Dirk GyselincK ... Member none
Eric Hermann ..........ccooooveincn e e Member none
Olivier ONnclin .......cooveoiiii e, Member none
Dirk Vanderschrick ...........ccoooiiiiiiiiiincns, Member none
Johan Vankelecom ........ccocieiiiiinii e Member none

The above members of the Management Board have their business address at 1210 Brussels, Place Charles

Rogier 11, Belgium.

The Board of Directors has delegated all of its management powers to the Management Board set up from
among its members. Such delegation of its powers does not extend to the determination of the general policy, or
to any other powers that are reserved pursuant to the Companies Code or to the Banking Law to the Board of
Directors.

As a result, the Management Board is responsible for the effective management of the bank, directing and
coordinating the activities of the various business lines and support departments within the framework of the
objectives and general policy set by the Board of Directors.

The Management Board ensures that the bank’s business activities are in line with the strategy, Risk Appetite
Framework and general policy set by the Board of Directors. It passes on relevant information to the Board of
Directors to enable it to take informed decisions. It formulates the proposals and advices to the Board of
Directors with a view to define or improve the bank’s general policy and strategy.

The members of the Management Board are required to carry out their duties in complete objectivity and
independence and to take care of the interests of the different stakeholders. This implies that the necessary
conditions must be met in order to carry out the functions of a bank in a stable and continuous manner.

Working under the supervision of the Board of Directors, the Management Board takes the necessary measures
to ensure that the bank has a robust structure suited to the bank’s organisation, including surveillance measures,
with a view to guaranteeing the effective and prudent management of the bank in accordance with the Banking
Law.

There are no potential conflicts of interest between any duties to Belfius Bank of the members of the
management board and their private interests and other duties.

B. Board of directors

Belfius Bank is managed by its Board of Directors, which is entitled to take any action the right to which is not
expressly reserved to the General Meeting of Shareholders of Belfius Bank by law or the articles of association
of Belfius Bank. In accordance with the Belgian Banking Law, the Board of Directors has delegated to the
Management Board of Belfius Bank all such powers to the maximum extent permitted under Belgian law.

Pursuant to the articles of association of Belfius Bank, the Board of Directors of Belfius Bank is composed of a
minimum of 5 members appointed for maximum terms of four years. The table below sets forth the names of the
Directors, their position within Belfius Bank and the other significant functions they perform outside Belfius
Bank.

The executive members of the Board of Directors shall withdraw on the date of the General Shareholders’
Meeting held in the year in which they reach the age of 65.

The non-executive members of the Board of Directors shall withdraw on the date of the General Shareholders’
Meeting held in the year in which they reach the age of 70.
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The Board of Directors has the right to make an exception to the aforementioned principles on a case-by-case
basis if it considers it to be in the company’s best interest.

The business address for the members of the Board of Directors is 1210 Brussels, Place Charles Rogier 11,
Belgium.

Composition as at the date of the Base Prospectus

As at the date of this Base Prospectus, the Board of Directors consists of 13 members, 6 of whom sit on the

Management Board.

The Board of Directors, which is made up of professionals from a variety of industries, including the financial
sector, has the expertise and experience required associated with the bank’s various operating businesses.

Significant other functions
performed outside Belfius

Name Position Bank
Jozef Clijsters......ccoovnvnnnene Chairman of the Board of

Directors of Belfius Bank none
Marc RaiSIere .........ccocevevreenns Chairman of the Management

Board of Belfius Bank none
Dirk GyselincK ........cccooeeeene. Member of the Management Board

of Belfius Bank

Responsible  for  Public &

Corporate Banking none
Eric Hermann ..........c.cccoceeene. Member of the Management Board

of Belfius Bank

Chief Risk Officer none
Olivier Onclin..........ccccoeveune. Member of the Management Board

of Belfius Bank

Chief Operating Officer
Responsible for Operations, IT,

Purchasing & Facility

Management and Organisation none
Dirk Vanderschrick ................ Member of the Management Board

of Belfius Bank

Responsible  for  Retail and

Commercial Banking none
Johan Vankelecom ................. Member of the Management Board

of Belfius Bank

Chief Financial Officer

Responsible for Financial

Reporting, Research, Liquidity and
Capital Management, Corporate
Advisory, Asset and Liability

Management, Legal and Tax none

Jean-Pierre Delwart................. Member of the Board of Directors ~ Chairman of the Board of
of Belfius Bank (Independent Directors of Eurogentec
Director)

Carine Doutrelepont ............... Member of the Board of Directors  Lawyer and Full Professor at
of Belfius Bank (Independent the Université Libre de
Director) Bruxelles (ULB)
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Significant other functions
performed outside Belfius
Bank

Georges Hubner.......

Member of the Board of Directors
of Belfius Bank (Independent
Director)

Full  Professor at HEC
Management School of the
University of Liége and

Associated Professor at the
University of  Maastricht,
School of Business and
Economics, Limburg Institute
of Financial Economics

Chris Sunt........cccoooeiiiviein, Member of the Board of Directors  Lawyer
of Belfius Bank
Lutgart VVan Den Berghe ........ Member of the Board of Directors  Executive Director at

of Belfius Bank (Independent Guberna and Extraordinary
Director) Professor at the Vlerick
Business School
Rudi Vander Vennet............... Member of the Board of Directors  Full Professor in Financial

of Belfius
Director)

Bank (Independent Economics and Banking at

the University of Ghent (UG)

There are no potential conflicts of interest between any duties to Belfius Bank of the members of the board of

directors and their private interests and other duties.
8.7.1.2. Advisory committees set up by the board of directors

The Board of Directors of Belfius Bank established various advisory committees to assist in its task, i.e. a
Nomination Committee, a Remuneration Committee, an Audit Committee and a Risk Committee. These
committees are exclusively composed of Non-Executive Directors. At least one member of each advisory
committee is independent within the meaning of Article 526ter of the Companies Code. The members of these
advisory committees sit at a maximum in two of these committees.

There are no potential conflicts of interest between any duties to Belfius Bank of the members of any of the
following advisory committees and their private interests and other duties.

A. Nomination committee

As of the date of the Base Prospectus, the Nomination Committee of Belfius Bank has the following
membership:

Name Position

Lutgart Van Den Berghe Chairman — Director of Belfius Bank

Jozef Clijsters Member - Chairman of the Board of Directors of Belfius Bank

Carine

Doutrelepont...................... Member - Director of Belfius Bank

The members of the Nomination Committee have the required skills, on the basis of their education and
professional experience, to give a competent and independent judgment on the composition and operation of the
bank’s management bodies, in particular on the individual and collective skills of their members and their
integrity, reputation, independence of spirit and availability.

The Nomination Committee:

identifies and recommends, for approval of the Shareholders Meeting or of the Board of Directors as the case
may be, candidates suited to filling vacancies on the Board of Directors, evaluates the balance of knowledge,
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skills, diversity and experience within the Board of Directors, prepares a description of the roles and capabilities
for a particular appointment and assesses the time commitment expected.

decides on a target for the representation of the underrepresented gender within the Board of Directors and
prepares a policy on how to increase the number of underrepresented gender in order to meet that target.

o periodically, and at least annually, assesses the structure, size, composition and performance of the Board
of Directors and makes recommendations to it with regard to any changes;

e periodically, and at least annually, assesses the knowledge, skills, experience, degree of involvement and
in particular the attendance of members of the Board of Directors and advisory committees, both
individually and collectively, and reports to the Board of Directors;

o periodically reviews the policies of the Board of Directors for selection and appointment of members of
the Management Board, and makes recommendations to the Board of Directors;

e prepares proposals for the appointment or mandate renewal as the case may be of directors, members of
the Management Board, the Chairman of the Board of Directors and the Chairman of the Management
Board;

e assesses the aptitude of a director or a candidate director to meet the criteria set forth for being considered
as an independent director;

e examines questions relating to problems with the succession of directors and members of the
Management Board;

o establishes a general and specific profile for directors and members of the Management Board;
e ensures the application of provisions with regard to corporate governance;

e prepares proposals for amendments to the internal rules of the Board of Directors and the Management
Board;

e assess the governance memorandum each year and if necessary proposes amendments;

o checks observance of corporate values; at least annually discusses and analyses the quantitative statement
and qualitative analysis of communications regarding stress, burn-out and inappropriate behaviour at
work and actions to be taken to remedy situations.

In performing its duties, the Nomination Committee ensures that decision-taking within the Board of Directors is
not dominated by one person or a small group of persons, in a way which might be prejudicial to the interests of
the bank as whole.

The Nomination Committee may use any type of resources that it considers to be appropriate to the performance
of its task, including external advice, and receives appropriate funding to that end.

The Nomination Committee acts for both Belfius Bank and Belfius Insurance.

B. Remuneration committee

As of the date of the Base Prospectus, the Remuneration Committee of Belfius Bank has the following
membership:
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Name Position

Lutgart Van Den Berghe Chairman - Director of Belfius Bank

Jozef Clijsters Member - Chairman of the Board of Directors of Belfius Bank
Carine Doutrelepont Member - Director of Belfius Bank

The members of the Remuneration Committee have the required skills, on the basis of their education and
professional experience, to give a competent and independent judgment on remuneration policies and practices
and on the incentives created for managing risks, capital and liquidity of the bank. Iin order to perform its tasks,
since 2014 the Remuneration Committee has interacted regularly with the Risk Committee and the Audit
Committee.

The Risk Committee ensures that the Belfius group’s risk management, capital requirements and liquidity
position, as well as the probability and the spread in time of profits are correctly taken into consideration in

decisions relating to remuneration policy.

The Audit Committee contributes to the establishment of objectives for the independent control function of the

Auditor General.
The Remuneration Committee prepares the decisions of the Board of Directors by inter alia:

o developing the remuneration policy, as well as making practical remuneration for the chairman, the non-
executive members of the Board of Directors and the members of the advisory committees under the
Board of Directors. The Board of Directors submits these remuneration proposals to the General Meeting
for approval.

o developing the remuneration policy as well as making practical proposals for the remuneration of the
chairman of the Management Board and, at his proposal, the remuneration of the members of the
Management Board. The Board of Directors then determines the remuneration of the chairman and the
members of the Management Board.

e providing advice about the proposals made by the chairman of the Management Board of Belfius Bank in
relation to the severance remuneration for members of the Belfius Bank Management Board. On the
proposal of the remuneration committee, the Board of Directors of Belfius Bank determines the severance
remuneration of the chairman and members of the Belfius Bank Management Board.

e advising the Board of Directors in relation to the remuneration policy for employees whose activity has a
material effect on the risk profile of the Belfius Group (known as “Identified Staff”) and in relation to the
compliance of the allocation of remuneration to Identified Staff with regard to the remuneration policy
put in place for such people.

o developing the remuneration policy and objectives of the individuals responsible for the independent
audit functions.

e preparing the remuneration report approved by the Board of Directors and published in the annual report.

o periodically checking to ensure that the remuneration programmes are achieving their objective and are in
line with applicable conditions.

e annually assessming the performance and objectives of the members of the Management Board.

e providing an opinion of the elaboration of a global “Risk Gateway” in consultation with the Risk
Committee, containing various levers applied at various points in the performance management cycle
with an impact on determination of the variable remuneration
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The Remuneration Committee exercises direct supervision over the determination of objectives and
remuneration of the individuals responsible for the independent control functions (Chief Risk Officer, General
Auditor & the Compliance Officer).

The Remuneration Committee acts for both Belfius Bank and Belfius Insurance.

C. Audit committee

As at the date of the Base Prospectus, the Audit Committee of Belfius Bank has the following membership:

Name Position
Chairman

Georges Hibner Director of Belfius Bank
Member

Chris Sunt Director of Belfius Bank

The Audit Committee has at least one independent director with the individual expertise required in accountancy
and/or audit and has collective expertise in the fields of banking as well as accountancy and audit.

The Audit Committee assists the Board of Directors in its task of carrying out prudential controls and exercising
general supervision. The Audit Committee of Belfius Bank operates independently of the Audit Committee
implemented at Belfius Insurance. However, the respective Audit Committees of Belfius Bank and Belfius
Insurance meet jointly at least once a year. Additional joint meetings may be held at the request of the Chairman
of the Audit Committee of Belfius Bank.

D. Risk Committee
As at the date of the Base Prospectus, the Risk Committee has the following membership:

Name Position

Rudi Vander Vennet................ Chairman
Director of Belfius Bank

Georges Hibner...........cc.cocovveveennn. Member
Director of Belfius Bank
ChIIS SUNT...eeeieeee e Member

Director of Belfius Bank

The members of the Risk Committee have the individual expertise and professional experience required to define
the strategy regarding risk and the level of risk appetite of the bank.

The Risk Committee has advisory powers and responsibilities with regard to the Board of Directors in the
following areas:

e appetite and strategy regarding the bank’s current and future risks, more particularly the effectiveness of
the risk management function and the governance structure to support them;

e monitoring implementation of risk appetite and strategy by the Management Board;

o allocating the risk appetite to various categories of risks and defining the extent and limits of risk in order
to manage and restrict major risks;

e considering the risks run by the bank with its customer tariffs.

e assessing activities which expose the bank to real risks;
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supervising requirements in terms of capital and liquidity, the capital base and the bank’s liquidity
situation;

the guarantee that risks are proportional to the bank’s capital;

formulating an opinion with regard to major transactions and new proposals for strategy activities that
have a significant impact on the bank’s risk appetite;

obtaining information and analysing management reports as to the extent and nature of the risks facing
the bank; and

monitoring the Internal Capital Adequacy Assessment Process (ICAAP) and the Recovery Plan.

The Risk Committee of Belfius Bank operates independently of the Risk and Underwriting Committee of Belfius

Insurance. On the request of the Chairman of the bank’s committee, a joint Risk Committee of Belfius Bank and

Belfius Insurance may be held. To promote sound remuneration policy and practices, subject to the tasks of the

Nomination Committee and the Remuneration Committee, the Risk Committee examines whether incentives in

the remuneration system take proper account of the institution’s risk management, equity requirements and

liquidity position, as well as the probability and distribution of profit over time.

The Risk Committee and the Audit Committee periodically exchange information in particular concerning the

quarterly risk report, the specific report on operational risks, the effective management report on the assessment

of internal control and the risk analyses performed by the Legal, Compliance and Audit departments. The aim of

this exchange of information is to enable the two committees to perform their tasks properly and to take the form

of a joint meeting.

8.7.1.3. Selected Financial Information
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Note 31 December 2014 31 December 2015
(Pro Forma (1))
Assets (EUR 000)
Cash and balances with central banks 52 2.412.855 576,276
Loans and advances due from banks 53 31,058,774 24.318,002
Loans and advances to customers 54. 87.157,989 87,189,152
Investments held to maturity 55. 2834531 5,017,155
Financial assets available for sale 5.0. 25.087.002 19.733.565
Financial assets measured at fair value through profit 5.7 6.100.168 3.222.991
or loss
Derivatives 59 31.130,082 25.943,567
Fair value revaluation of portfolio hedge 5.071.952 4.372.902
Investments in equity method companies 5.10. 146 494 106,775
Tangible fixed assets 511. 1.297.180 1.199.789
Intangible assets (1) 5.12 89.749 81.941
Goodwill (1) 513. 103,966 103,966
Current tax assets (1) 9257 6.116
Deferred tax assets (1) 5.14. 685,671 565,622
Other assets 515 1,196,572 1,169,777
Non-current assets held for sale and discontinued 5.16. 24932 3.354.528
operations
Total Assets 194,407,174 176,962,124
Note 31 December 2014 31 December 2015
(Pro Forma (1))
Liabilities (EUR 000)
Due to banks 6.1 21,407 816 11,537,622
Customer borrowings and deposits 6.2 66.513.874 68,162,754
Debt securities 6.3. 29112 916 27,771,552
Financial liabilities measured at fair value through 6.4. 9.166.712 6.916.469
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profit or loss

Technical provisions of insurance companies 6.5. 18.047.274 16.688.571
Derivatives 59. 38,165,388 30,060,085
Fair value revaluation of portfolio hedge 293,993 226,472
Provisions and contingent liabilines 6.6. 477,169 405,543
Subordinated debts 6.7 886,358 913.004
Current tax liabilities (1) 28259 42,369
Deferred tax liabilities (1) 5.13. 230,301 271,967
Other liabilities 6.8 2150517 2,056,561
Liabilities included in disposal groups and 6.9 0 3,243 438
discontinued operations
Total Liabilities 186,480,577 168,302,407
Note 31 December 2014 31 December 2015

Equity (EUR "000)

Subscribed capital 14 3,458,066 3,458,066

Additional paid-in capital 209,232 209,232

Treasury shares 0 0

Reserves and retained eamings 3,675,506 4,135,228

Net income for the period 461,642 506,076

Core shareholders’ equity 7.804.440 $.308.602

Remeasurement available-for-sale reserve on securities 604,176 757,329

Frozen fair value of financial assets reclassified to (585,455) (544.177)

loans and advances

Remeasurement defined benefit plan 97,975 119,611

Discretionary participation features of insurance 6.5. 12,346 28,788

contracts

Other reserves (9.666) (11,462)

Gains and losses not recognised in the statement of 119,376 350,089

income

Total shareholders’ equity 7.923.822 8,658,691
Non-controlling interests 2,775 1.026
Total Equity 7,926,597 8.659.717
Total Liabilities and Equity 194.407.174 176.962.124

(1) Certain line mtems were aggregated m 2014 and have been detailed further in 2015 to facilitate the reading of

the balance sheet.
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Note 31 December 2014 31 December 2015
(Pro Forma (1)(2))

(EUR "000)
Interest income 71 5.558.955 4672441
Interest expense (1) 7.1 (3.471.479) (2,648.756)
Dividend income P 49 418 61,647
Net income from equity method companies 7.3. 1.980 8.292
Net income from financial instruments at fair 74. (221,734) 37.732
value through profit or loss
Net income on mvestments and habilities 7.5. 41370 14,180
Fee and commission income 76 544 637 601.668
Fee and commussion expense 7.6. (97.516) (104.668)
Premiums and technical income from insurance 6.5. 1,736,252 1444631
activities
Technical expense from insurance activities 6.5, (2.031.966) (1,730,512)
Other income (2) 1.7, 137,261 138.992
Other expense (1) (2) 78 (176,192) (311,785)
Income 2,070,986 2,183,862
Staff expense 79, (637,295) (610.419)
General and administrative expense 7100 (440.317) (432.834)
Network costs (284.594) (275,993)
Depreciation and amortisation of fixed assets 7.11. (B5.581) (77.205)
Expenses (1.447.787) (1,396.451)
Gross operating income 623,199 T87.411
Tmpairments on financial instruments and 7.12.  (58.545) (92.665)
provisions for credit commitments
Impairments on tangible and intangible assets 713 (4.924) (12,798)
Impairments on goodwill 714 0 0
Net income before tax 559,730 631,943
Current tax (expense) income (2) 7.15. (35,730) (61,135)
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Deferred tax (expense) income (2) 715 (64.119) (114.738)
Net income after tax 450,881 506,075
Discontinued operations (net of tax) 0 0

Net income 459,581 506,075
Attributable to non-controlling interests (1,761) (1)
Attributable to equity holders of the parent 461.642 506,076

(1) In order to align the presentation of the bank lewvies to 2015 classification, the levies related to the deposit
guarantee scheme were i 2014 consolidated statement of income reclassified from “interest expense” to “other

expense’.

(2) Certain line 1tems were aggregated in 2014 and have been detailed further 1 2015 to facilitate the reading of

the statement of income.
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9. TERMS AND CONDITIONS OF THE
NOTES

(Annex V.4 of Regulation (EC) 809/2004)

The following is the text of the terms and conditions (the “Terms and Conditions”, each chapter or subchapter
individually referred to as “Condition”) of the Notes, subject to completion and amendment and as supplemented
or varied in accordance with the relevant provisions of the Final Terms. In the event of any inconsistency
between the provisions of the Final Terms and the other provisions of this Programme, the Final Terms will
prevail. All capitalised terms that are not defined in these Terms and Conditions will have the meanings given to
them in the relevant Final Terms.

References in the Terms and Conditions to the Notes are to the Notes of one Series only, not to all Notes that
may be issued under the Programme.

Bearer Notes are issued under an agency agreement dated 27 September 2016 (as amended or supplemented as at
the date of issue of the Notes (the “Issue Date™), referred to as the “Agency Agreement”, see Annex 5), between
Belfius Financing Company as Issuer, Belfius Bank and Banque Internationale a Luxembourg, when relevant.

The Notes will be issued in series (each a “Series™) having one or more issue dates and on terms otherwise
identical (or identical other than in respect of the first payment of interest), the Notes of each Series being
intended to be interchangeable with all other Notes of that Series. Each Series may be issued in tranches (each a
“Tranche™) on the same or different issue dates. The specific terms of each Tranche (which will be
supplemented, where necessary, with supplemental terms and conditions and, save in respect of the issue date,
issue price, first payment of interest and principal amount of the Tranche will be identical to the terms of other
Tranche of the same Series) will be set out in the Final Terms.

To the extent applicable, the Issuer and the Calculation Agent undertakes to comply with Book V1 of the Belgian
Code of Economic Law in respect of Notes issued under the Programme and placed in the framework of a public
offer in Belgium. For this purpose, a public offer has the meaning set forth in Article 3 of the Belgian Act of 16
June 2006 on the public offer of investment instruments and the admission to trading of investment instruments
on a regulated market.

In accordance with Articles V1.82 to V1.84 of the Belgian Code of Economic Law, the Issuer or the Calculation
Agent may only make a unilateral modification of a product if those three cumulative conditions are met:

(i) itis limited to events of force majeure or other events which significantly modify the economy of the contract
and for which the Issuer is not responsible;

(ii) the modification itself is not significant, so that it does not create an imbalance between the rights and
obligations of the parties, to the detriment of the Noteholders. The Issuer must take all measures and make every
effort to continue the product under similar circumstances; and

(iii) no costs are charged to the Noteholder.

Furthermore, the redemption features provided by section 9.5.3 ("Redemption at the option of the Issuer™) of the
Prospectus, which will be further specified in the Final Terms of each Series, are deemed to be the principal
object of the contract within the meaning of Article VI1.82 of the Belgian Code of Economic Law. The other
early redemption features of the Notes provided by this Chapter 9 (as described under sections 9.7.2.2 Market
Disruption, 9.7.2.3 Potential Adjustment Events, 9.7.2.4 Extraordinary Events, 9.7.3.1 Terms applicable
irrespective of whether an Index is Multiple Exchange or not, 9.7.3.2 Terms applicable to an Index that is not
Multiple Exchange, 9.7.3.3 Terms applicable to an Index that is Multiple Exchange, 9.7.4.2 Potential Adjustment
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Events, 9.7.4.3 Extraordinary Events, 9.7.5.2 Market Disruption, 9.7.6.2 Commodity Index Event, and 9.7.7.2
Events affecting the Index) are only possible (i) as a consequence of events of force majeure or other events
which significantly modify the economy of the Note and for which the Issuer is not responsible (ii), except in
the case of force majeure, the Issuer is required to indemnify the Noteholder for the loss suffered by the
Noteholder because of the early redemption; (iii) no costs are charged to the noteholder and (iv) no deduction of
any costs whatsoever is allowed and a pro rata refund of the costs already borne by the investor (in the
proportion (total initial term minus elapsed period)/total initial term), must be provided for. The Terms and
Conditions allow for the Substitution of the Issuer provided that the conditions listed in section 9.16 are met.

In the case of a Note without capital protection, the Issuer shall pay in accordance with the indemnification-
principle laid down in article V1.83. 10° CEL, at least the Fair Market Value of the Note. Fair Market Value
means the valuation using (i) the most relevant available market data or market quotation, or, (ii) if no such
relevant data or quotation may be found at the relevant time, a valuation mathematical model generally accepted
in the financial sector;

In the case of a capital protected or guaranteed Note, the Issuer opts for the monetization of the relevant Notes.
Monetization means that the underlying financial structure (derivative component) of a capital protected or
guaranteed Note will be unwound at its market value and added to the bond component. The Fair Market Value
of the Note, consisting of the Fair Market Value of both the bond and the derivative component, will be
capitalized at least up to the protected or guaranteed level. In case of such monetization of the Note, the
Noteholders will always have the right, as an alternative to the monetization, to sell the Note to the Issuer or to
an agent appointed by the Issuer at market value. In any case of early redemption (for capital protected Notes as
well as for Notes without capital protection), no deduction of any costs will be applied and the costs already
borne by the Noteholders will be refunded pro rata temporis to the Noteholders.

9.1. Form, Denomination and Title

The Denomination of the Notes will be at least EUR 1,000. Certain Belfius Financing Company Notes are issued
in bearer form (“Bearer Notes™)™ in the Denominations specified in the relevant Final Terms. These Belfius
Financing Company Notes will be represented by a Permanent Global Note, deposited with BIL as common
depositary for Euroclear and Clearstream Luxembourg and will not be exchangeable for definitive notes, unless
specified otherwise in the relevant Final Terms.

The Belfius Bank Notes and certain Belfius Financing Company Notes are issued in dematerialised form
(“Dematerialised Notes™) in the Denomination(s) specified in the relevant Final Terms.

Dematerialised Notes are issued in dematerialised form via a book-entry system maintained in the records of the
National Bank of Belgium (“BNB”) as operator of the BNB System in accordance with Article 468 and
following of the Belgian Code of Companies and will be credited to the accounts held with the BNB System by
Belfius Bank, Euroclear Bank SA/NV (“Euroclear”), Clearstream Banking SA (“Clearstream, Luxembourg™) or
other BNB System participants for credit by Belfius Bank, Euroclear, Clearstream, Luxembourg or other BNB
System participants to the securities accounts of their subscribers.

Transfer of Dematerialised Notes will be effected only through records maintained by the BNB System, Belfius
Bank, Euroclear and Clearstream, Luxembourg or other BNB System participants and in accordance with the
applicable procedures of the BNB System, Euroclear and Clearstream, Luxembourg or other BNB System
participants.

The Notes will not be physically delivered. They will be held in a securities account.

¥ Belfius Financing Company Notes may be issued in Bearer form or in Dematerialized form
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Title to the Belfius Financing Company Notes that are not issued in dematerialised form shall pass by transfer to
or from the securities account. In these Terms and Conditions, the “Noteholder” means the person who has the
Notes on his or her securities account.

9.2. Pay Offs

Introduction

The pay-offs allowed in the Note Issuance Program can be divided into 6 main categories in function of the
calculation and payment of Interest (periodic or not), the calculation methodology of the amount paid at
redemption of the Notes (the “Redemption Amount™) (one calculation and payment at maturity, or a sum of
periodic calculation paid at maturity) and the settlement of the Redemption Amount (cash or physical). These
categories are:

e A Structures with a periodic payment;

e B. Structures with one payment at maturity with cap;

e C. Structures with one payment at maturity without cap;

e D. Structures with a sum of periodic calculations and payment at maturity;
e E. Structures with a periodic payment and physical settlement.

e F. Structures with an amortizing redemption.

The formulas proposed below try to be general formulas meant to be used for a lot of different types of products.
In accordance with the Prospectus Regulation, the Issuer can decide not to use some components of the formula
by setting these components on 0 or 1 or not applicable. The Final Terms will specify which formula(s) will be
used for a specific product issued and which specific parameters go into the formula. If a component of the
formula is 0 or 1 or not applicable, and the respective component is not used for a specific issue of Notes, it is
possible to render the formula in the Final Terms without the unapplied component(s).
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A. Structures with a periodic payment

The first category includes the products generating a periodic payment of Interest (fixed or variable) (the
“Periodic Payment™) and a Redemption Amount which can be equal or not to 100% of the capital invested less
fees.

Definition

The Periodic Payments can be calculated applying the next formula(s) [for n periods]:
Formulai = (Participation Rate; x max(X%;, min(Performance;,Y%;)) + Bonus;)
The Redemption Amount at Maturity (period n) can be calculated applying the next formula:
Formulai = Denomination + [Denomination X (Participation Rate; x maX(X%i, min(Performance;, Y%i)) + Bonusi)]

The Final Terms will specify the parameters (Participation Rate, X%, Y%) of the specific issue (see
introduction). The Final Terms will also specify if a combination of more than one of these formulas is used. The
Final Terms will furthermore specify:

1) How many periods (n) will be used and what formula relates to what period.

2) Which underlying (the “Underlying™) will be used to calculate the Performance (Rate, Share or Basket
of Shares, Share Index or Basket of Share Indexes, Commodity Index or Basket of Commodity Indexes,
Inflation Index, Fund or Basket of Funds) (as defined in the Final Terms).

3) Which sub formula will apply to calculate the Performance. This Performance can be:

a) asingle fixing
b) a difference between 2 Underlyings : Underlying; — Underlying,
o) [inalPricecimtialPrice \uith or without reset of the Initial Price

Initial Price
d) Initial Price—Final Price

, with or without reset of the Initial Price

Initial Price
Final Price—Initial Price

e) - - , with or without reset of Initial Price
Final Price

f) Initial Price—Final Price

, with or without reset of Initial Price

Final Price
FinalPrice

9)

InitialPrice

FinalPricel-—InitialPricel-

h) X7, wi;xmax (U%, min <<

Price. W means the weight of the Underlying. Y can be the number of Underlyings, or can be the
number of periods.

) ,Z%>), with or without reset of the Initial

InitialPricej

The Final Terms will also determine how the Final Price and Initial Price are defined. These can be 1
observation, an average of X observations, with a look-back feature (lowest/highest during a certain period).

4) If the structure can be called either by the Issuer at certain dates, or when the Underlying reaches a
certain level at a certain date or during a certain period.
5) If the value of some parameters depends on the level of the Underlying at a certain date or during a
certain period (=condition).
6) How the Bonus; is defined. The Bonus; can be
a. afixed rate
b. a fixed rate subject to a condition on the Underlying
c. arate which is the result of a formula such as the formulas above.
d. Arrate which is the result of a sum of formulas such as the formulas above.
7) What the Participation Rate will be.
8) What the floor X% will be.
9) What the cap Y% will be.
10) What daycount convention has to be applied.
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Examples

1. Collared Floater (5 years, payment every 3 months)
Definition:

In a Collared Floater, the Noteholder receives periodically a variable interest rate (linked to an
Underlying). This rate 1s capped at a certain percentage (Y%) and floored at another level (X%). The
Noteholder receives 100% of his mvested capital at Maturity.

Product:

Periodic payments :

1. Pertods: 20
2. Underlying: Euribor3months

3. Performance will be a single fixing (subformula 3.a) 1s applicable). Fixing in advance (2 Business Days
before start of the Interest Period)

4. Not applicable

5. Not applicable

6. Bonus = 0%

7. Participation Rate = 100%
8. X% = 2.209% (annualized)

9.Y9% = 5.00% (annualized)

10. Daycount: act/360, mod fol, adjusted

The formula for the Periodic Payments will be
(Participation Rate; x maX(X%l-,min(Performancei, Y%l-)) + Bonusi)
= (100% X maX(Z.ZO%,min(Performance, 5.00%)) + 0%)

Redemption Amount :

1. Not Applicable

2. Underlying: Euribor3months

3. Single fixing 2 Business Days before start of the Interest Period (subformula 3.a) 1s applicable).
4. Not applicable

5. Not applicable

6. Bonus = 0%

7. Participation Rate = 0%

8. X(%) = 0(%)
9.Y% = 0%

10. No Daycount

The formula for the Redemption Amount will be
Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]
= Denomination + [Denomination X (0% X maX(O%,min(Performancei, 0%)) + 0%)]

= Denomination
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Euribor3m < 2.20% => Coupon = 2.20% / 4
2.20% < Euribor3m < 5.00% => Coupon = Euribor3m /4
5.00% < Euribor3m => Coupon =5.00% / 4

|4

Period 2
Euribor3m < 2.20% => Coupon = 2.20% / 4

2.20% < Euribor3m < 5.00% => Coupon = Euribor3m /4

5.00% < Euribor3m => Coupon = 5.00% / 4

Period 3
Euribor3m < 2.20% => Coupon = 2.20% / 4

2.20% < Euribor3m < 5.00% => Coupon = Euribor3m /4
5.00% < Euribor3m => Coupon =5.00% / 4

Period 20
Euribor3m < 2.20% => Coupon = 2.20% / 4
2.20% < Euribor3m < 5.00% => Coupon = Euribor3m /4
5.00% < Euribor3m => Coupon = 5.00% / 4
+Redemption at 100%

2. Target Memory Autocall
Definition:

In a Target Memory Autocall, there is no right to receive 100% of the invested capital less fees at
Matunity.

-> If; on an Interest Payment Date, the Underlying (tvpically an index) has lost more than a certain
percentage of its mtial value (for example -30%), no Interests are paid and the Interests (for example,
7.50%) are recorded m the Memory which starts at zero.

-> If the Underlying has not lost more than a certain percentage of 1ts mitial value (for example, -30%),
the Interests and the memory are paid.

-> If the Underlying 1s above a predefined level (typically its mitial value), the Interests and the memory
are paid and the Note is redeemed at par (autocallable).

At Maturiy, if the Underlying is below a third predefined level (for example, -50%), the Redemption
Amount 1s linked to the evolution of the Underlying, which means that ivestors will receive less than
the mvested capital, less fees. Otherwise,the Note is redeemed at par

Product:

Peniodic payments (1=1to 4) :

1. Periods: 5
2. Underlying: SX5E

. Final Price—Initial Pri ) ) ..
3. Performance will be ——= I:;?al Z;:: e (Subdivision 3.c¢) is applicable), no reset for the Initial

Price

4. Callable 1s applicable (Subdivision 4) 1s applicable) if Performance: > 0%

8
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5. Condition 1s applicable (Subdivision 5))

6. Bonus: - — Y1 Formula, if Performance, > -30%
= 0% if Performance: < -30%
7. Participation Rate =period 1 (1 = 1 to 4) if Performance: > -30
= 0% if Performance: < -309%

. X% =7.50% if Performance: > -30%

= 0% if Performance: < -30%
Y% =7.50% if Performance: > -309%

= 0% if Performance: < -30%

o]

)

10. Daycount: 30/360, following, unadjusted

mmmm-- 1 Performance; > -30% and < 0%
The formula for the Periodic Payments will be
(Participation Rate; x maX(X%l-,min(Performancei, Y%i)) + Bonusi)
-1

= (i X max(7.50%,min(Performance, 7.50%))) — Z Formula,,

w=1
= (i X (7.50%)) — Y52, Formula,, If Performance: < -30%,
Formula for the Periodic Payments will be
(Participation Rate; x maX(X%l-,min(Performancei, Y%l-)) + Bonusi)
= (0% X maX(O%,min(Performance,0%))) +0% =20
- [ Performance: > (09, then the transaction terminates automatically (autocallable).
Formula: for Redemption Amount will be:

Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]
i-1
= Denomination + | Denomination x | i X max(7.50%i,min(Performancei, 7.50%i)) - Z Formula,,
w=1
i-1
= Denomination + | Denomination X | i X 7.50% — Z Formula,,

w=1

Redemption Amount:

1. Periods: 5
2. Underlying: SX5E

. . Final Price—Initial Price e . . . ..
3. Performance will be rTe—— (Subdivision 3.c¢) is applicable), no reset for the Initial
nitia rice

Price

4. Call 1s activated if Performance: > 096

5. Conditions are activated

6. Bonus = — Y51, Formula,, if Performance: > -309%; = 0% if Performance: < -30%

7. Participation Rate = 5 1if Performance: > -30%; = 0% if Performance: < -30% and > -50%; = 1009 if
Performance: < -50%
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8. X% = 7.50% 1if Performance: > -30%; = 0% if Performance: < -309% and > -50%; = - 100% 1f
Performance: <-509%

9. Y% = 7.50% 1if Performance: > -30%; = 0% if Performance: < -309% and > -509%; = 100% if Performance:
<-50%

10. Daycount: 30/360, following, unadjusted

mmmm [f Performance: > -30% and < 0%, then Formula: will be:
Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]

= Denomination + Denomination X [(5 X max(7.50%,min(Performance, 7.50%))) — f,v_:ll Formulaw]
i-1

= Denomination + | Denomination X | i X 7.50% — Z Formula,,

w=1
mmmm- 1 Performance; < -30% and > -50%, then Formula: will be:
Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]
= Denomination + [Denomination X (0% X maX(O%,min(Performancei,0%)) + 0%)]
= Denomination
mmmm- I Performance: < - 50%, then Formula will be :

Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]

= Denomination + [Denomination X (100% X max (—100%,min(Performancei, 100%)) + 0%)]

Period 1

¢ Performance > 0% => Coupon at 7.50%
+ Memory + Automatic Redemption at
100%

¢ -30% < Performance < 0% => Coupon
at 7.50% + Memory

¢ Performance < -30% => No coupon but
7.50% into Memory

Optimistic Scenario

Period 2

¢ Performance > 0% => Coupon at 7.50%
+ Memory + Automatic Redemption at
100%

¢ -30% < Performance < 0% => Coupon
at 7.50% + Memory

¢ Performance < -30% => No coupon but
7.50% into Memory

Period 5

s Performance > -30% => Coupon :
7.50% + Memory + Redemtion at 100%

¢ -50% < Performance < -30% =>
Redemption at 100%

¢ Performance < -50% => Redemption at
index level (capital loss)

Period 3

¢ Performance > 0% => Coupon at 7.50%
+ Memory + Automatic Redemption at
100%

¢ -30% < Performance < 0% => Coupon
at 7.50% + Memory

¢ Performance < -30% => No coupon but
7.50% into Memory

Period 4

¢ Performance > 0% => Coupon at 7.50%
+ Memory + Automatic Redemption at
100%

¢ -30% < Performance < 0% => Coupon
at 7.50% + Memory

¢ Performance < -30% => No coupon but
7.50% into Memory
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Period 1

*-30% < Performance < 0%
=> Coupon at 7.50%

Period 4

ePerformance > 0% =>
Coupon at 7.50% +
Automatic Redemption at

INV_A2 1 A 01

Period 2

ePerformance < -30% => No
coupon but 7.50% into
Memory

Period 3

*-30% < Performance < 0%
=> Coupon at 7.50% + 7.50%
(Memory Period 2)

100%

Pessimistic Scenario

Period 1

*-30% < Performance < 0%
=> Coupon at 7.50%

3. Light Reverse
Definition:

Period 2

sPerformance < -30% => No
coupon but 7.50% into
Memory

Period 5

ePerformance < -50% => no
coupon and Redemtion =
100% + 100% x
Performance)

Period 3

*-30% < Performance < 0%
=> Coupon at 7.50% +
7.50% (Memory Period 2)

Period 4

*-30% < Performance < 0%
=> Coupon at 7.50%

In a Light Reverse, one single barrier needs to be observed at Maturity. There is no night to receive
100% of the mvested capital less fees at maturity

The Noteholder recerves periodically (typically every year) a fixed Interest rate (for example 5.50%,).

At Maturity, the Noteholder receives 100% of its mvestinent if the Underlying (typically an Index) has
not lost more than a pre-defined percentage (for example -40%) of its initial value. Otherwise the index
performance is paid and there is a loss of capital.

Product:

Periodic payments:

1. Periods: 5
2. Underlying: SX5E

Final Price—Initial Price

3. Performance 1s

Initial Price

(Subdivision 3.¢) 1s applicable), no Reset for the Initial Price
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S

. Not applicable
5. Not applicable

6. Bonus = 5.509%

7. Participation Rate = 1009%

8. X(%) = O(%)
9.Y% = 0%

10. Daycount: 30/360, unadjusted, following

The formula for the Periodic Payments will be
(Participation Rate; x maX(X%l-,min(Performancei, Y%i)) + Bonusi)
= (0% X maX(O%,min(Performance,0%)) + 5.50%) =550%

Redemption Amount :

1. Periods: Not Applicable
2. Underlying: Eurostoxx 50 (SX5L)

. . Final Price—Initial Price ,_ P . . . .. .
3. Performance 1s Te—— (Subdivision 3.¢) 1s applicable), no Reset for the Initial Price
nitia rice

4. Not applicable
5. Digitals are activated (Subdivision 5) is applicable)
6. Bonus = 0%
7. Participation Rate = 0% if Performance > -40%;
100% if Performance < -40%.

8. X% = 0% 1if Performance > -40%;

-100% if Performance < -40%.
9.Y% = 0% if Performance > -40%;

100% if Performance < -40%.

10. Daycount: 30/360, unadjusted, following

mmmmme- [ Performance > -409%, then formula for the Redemption Amount will be

Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]

= Denomination + [Denomination X (0% X maX(O%,min(Performancei, 0%)) + 0%)]
= Denomination

mmmm- [ Performance < -409, then formula for the Redemption Amount will be

Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]

= Denomination + [Denomination X (100% X max(—lOO%,min(Performancei, 100%)) + 0%)]
= Denomination + [Denomination x Performance;]

Optimistic Scenario
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Period 1 Period 2 Period 3
* Coupon 5.50% * Coupon 5.50% * Coupon 5.50%

Period 5 Period 4

® SXSE > 60% x SX5E(initial) => * Coupon 5.50%
Coupon 5.50% + Redemption
at 100%

Pessimistic Scenario

Period 1 Period 2 Period 3
* Coupon 5.50% * Coupon 5.50% * Coupon 5.50%

Period 5 Period 4

® SX5E < 60% x SX5E(initial) * Coupon 5.50%
=>Coupon 5.50% +
Redemption at Index Level
(capital loss)

INV_A2 1 A 01
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B. Structures with one payment at maturity with cap

The second category includes the products which do not generate any Periodic Payments but one global payment
at Maturity. This last payment can be fixed (in a so-called “zero coupon product™) or variable. The formulas as
stipulated below will specify if the Note have a Redemption Amount at 100% of the capital invested less fees or
not.

Definition

The Variable Linked Redemption Amount can be constituted out of the next formula(s):
Formula i = Denomination + [Denomination X (Participation Rate; x maX(X%i, min(Performance;, Y%i)) + Bonusi)]

The Final Terms will specify the parameters (Participation Rate, X%, Y%) of the specific issue (see
introduction). The Final Terms will also specify if a combination of more than one of these formulas is used. The
Final Terms will furthermore specify:

1) Which Underlying will be used to calculate the Performance (Rate, Share or Basket of Shares, Share
Index or Basket of Share Indexes, Commodity Index or Basket of Commodity Indexes, Inflation Index,
Fund or Basket of Funds).

2) Which sub formula will apply to calculate the Performance. This Performance can be:

a) asingle fixing

b) a difference between 2 Underlyings : Underlying, — Underlying,

o) IimalPrice-imitial Price \\ith or without reset of the Initial Price
Initial Price

d) Initial Price—Final Price

, With or without reset of the Initial Price

Initial Price
e) Final Price—Initial Price

, with or without reset of Initial Price

Final Price
f) Initial Price—Final Price

, with or without reset of Initial Price

Final Price
FinalPrice

9)

InitialPrice

FinalPricel-—InitialPricel-

InitialPricej

h) Xi_,w; xmax (U%, min <<

Price. W means the weight of the Underlying. Y can be the number of Underlyings, or can be the
number of periods.

),Z%)), with or without reset of the Initial

The Final Terms will also determine how the Final Price and Initial Price are defined. These can be 1
observation, an average of X observations, with a look-back feature (lowest/highest during a certain period).

3) If the structure can be called either by the Issuer at certain dates, or when the Underlying reaches a
certain level at a certain date or during a certain period.
4) If the value of some parameters depends on the level of the underlying at a certain date or during a
certain period (=condition).
5) How the Bonus; is defined. The Bonus; can be:
a. afixed rate
b. a fixed rate subject to a condition on the Underlying
c. arate which is the result of a formula such as the formulas above.
d. arate which is the result of a sum of Formulas such as the Formulas above..
6) What the Participation Rate will be.
7) What the floor X% will be.
8) What the cap Y% will be.
9) What daycount convention has to be applied.
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Examples

1. Call spread
Definition:

In a Call spread, there 1s no Pertodic Payment. At Maturity, the Redemption Amount will be equal to
100% of the capital mvested less fees plus any positive evolution of the Underlymmg capped at a defined
level

Product:

Redemption Amount :

1. Underlying : Eurostoxx 50 (SX5E)

2. Performance 1s Final };;lic;a_;;;ti::l Price (Subdivision 2.¢) 1s applicable) where Initial Price is closing
level of Index observed at 24/09/2012 and Final Price is arithmetic average of the closing levels observed
at 10/09/2017, 11/09/2017 and 12/09/2017.

. Not applicable

. Not applicable

5. Bonus = 0%

6. Participation Rate = 100%

7. X(%) = 0(%)

8. Y% = 45%

9. No daycount

=~ Qo

The formula for the Redemption Amount will be
Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]

Denomination + [Denomination X (100% X maX(O%,min(Performance,4-5%)) + 0%)]:

Payo

145 Ind

Optimistic Scenario
Performance = 309% => Denomination + | Denomination x (100% x max(0%, min(30%, 45%)) + 0% )] = 130%
Pessimistic Scenario

Performance = -309% => Denomination + | Denomination x (100% x max(0%, min(—30%, 45%)) + 0%)]= 100%
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2. Digital on CMS
Definition:

The Digital on CMS product is the combination of a typical Zero Coupon bond (with a predefined
nterest payment at maturity) and a potential additional payment (the digital feature) if the Underlying (in
this case the CMS rate) is above a certain level at maturity.

Product:

Redemption Amount :

1. Underlying : CMS10y
2. Performance 1s a single fixing ((Subdivision 2.a) 1s applicable)
3. Not applicable
4. Condition 1is applicable ((Subdivision 4) 1s applicable) -> at observation date, if CMS10y is at or above
2.10%
5. Bonus = 25.20 %
6. Participation Rate = 0% it CMS10y < 2.10%
1009 if CMS10y > 2.10%

7. X% = 0% if CMS10y < 2.10%

10.40 % if CMS10y > 2.10%
8.Y% = 0% if CMS10y < 2.10%

10.40 % if CMS10y > 2.10%
9. No daycount

-1 CMS10y < 2.10%, then
Formula for the Redemption Amount will be
Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]
Denomination + [Denomination X (0% X maX(O%,min(Performancei, 0%)) + 25.20%)]
- Denomination + [Denomination x (25.20%)]

-1t CMS10y > 2.10%, then

Formula for the Redemption Amount will be
Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]
Denomination + [Denomination X (100% X max(10.4-0%,min(10.4-0%)) + 25.20%)]
= Denomination + [Denomination x (10.40% + 25.20%)]

Period 1

e CMS10y < 2.10% =>
Redemption Price = 100% +

25.20% + 0%

e CMS10y > 2.10% => 100% +
25.20% + 10.40%
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C. Structures with one payment at maturity without cap

The third category includes the Notes which do not generate any Periodic Payments but one global payment at
Maturity. This last payment can be fixed (in a so-called “zero coupon product™) or variable. The formulas as
stipulated below will specify if the product is with redemption at 100% of the capital invested less fees or not.

Definition

The Variable Linked Redemption Amount can be constituted out of the next formula(s):
Formula i = Denomination + [Denomination x (Participation Rate; x max(X%;, Per formance;) + Bonus;)]

The Final Terms will specify the parameters (Participation Rate, X%) of the specific issue (see introduction).
The Final Terms will also specify if a combination of more than one of these formulas is used. The Final Terms
will furthermore specify:

1) Which underlying will be used to calculate the Performance (Rate, Share or Basket of Shares, Share
Index or Basket of Share Indexes, Commodity Index or Basket of Commodity Indexes, Inflation Index,
Fund or Basket of Funds).

2) Which sub formula will apply to calculate the Performance. This Performance can be:

a) asingle fixing
b) a difference between 2 Underlyings : Underlying; — Underlying,

Final Price—Initial Price

c) — - , with or without reset of the Initial Price
Initial Price

Initial Price—Final Price

d) — - , with or without reset of the Initial Price
Initial Price

Final Price—Initial Pri . - o .
g) S TTee M TP with or without reset of Initial Price

Final Price
f) Initial Price—Final Price

, with or without reset of Initial Price

Final Price
FinalPrice

9)

InitialPrice

FinalPricej—InitialPricej

h) Zi./:lwi,j X max (U%, min <<

Initial Price. W means the weight of the Underlying. Y can be the number of Underlyings, or can
be the number of periods.

),Z%) , with or without reset of the

InitialPricej

The Final Terms will also determine how the Final Price and Initial Price are defined. These can be 1
observation, an average of X observations, with a look-back feature (lowest/highest during a certain period).

3) If the structure can be called either by the Issuer at certain dates, or when the Underlying reaches a
certain level at a certain date or during a certain period.
4) If the value of some parameters depends on the level of the underlying at a certain date or during a
certain period (=condition).
5) How the Bonus; is defined. The Bonus; can be:
a. afixed rate
b. a fixed rate subject to a condition on the Underlying
c. arate which is the result of a Formula such as the Formulas above
d. A rate which is the result of a sum of Formulas such as the Formulas above.

6) What the Participation Rate will be.
7) What the floor X% will be.
8) What daycount convention has to be applied.
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Examples

1.  Optimal Performance
Definition:

In an Optimal Performance, there 1s no right to recetve 100% of the invested capital less fees at Matunty.
At Maturity, if the underlying (typically an equity index or equuty share) is at or above its initial level but
below a defined treshold (for example 150%) imvestors receive 100 % of the mvested capital plus a fixed
amount ( 50% i this example).

If the Underlying is above this defined treshold of 150%, Noteholders will recerve the performance of
the Underlying.

If the Underlying is strictly below its mitial level, Noteholders wills receive 150 % of the performance.
Below a certain level of the underlying, Noteholders will suffer a capital loss.

Product:

Redemption Amount :

1. Underlying: Eurostoxx 50 (SX5LE)

Final Price—Initial Price

2. Performance = if Final Price 1s > Initial Price (Subdivision 2.¢) 1s applicable),

) o In_itialPrice
no Reset for the Initial Price
_ Final Price

= ————— if Final Price is < Initial Price (Subdivision 2.e) is applicable), no Reset
Initial Price
for the Initial Price
3. Not applicable
4. Digitals are activated (Subdivision 4) 1s applicable)
5. Bonus = 09 1f Final Price 1s > Imitial Price
- 100% 1f Final Price 1s < Imitial Price
6. Participation Rate = 1009 if Final Price 1s > Imitial Price
1509 1f Final Price 1s < Initial Price
7. X% = 509 1f Final Price 1s > Initial Price
Not applicable if Final Price is < Initial Price
8. Y% = not applicable
9. No daycount

mmmsmp-1{ Final Price 1s > Initial Price
Formula for the Redemption Amount will be
Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]
= Denomination + | Denomination x (100% x max(50%, min(Performance))) + 0%)]
mmmm-{ [ Final Price is < Initial Price then
Formula for the Redemption Amount will be
Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]

= Denomination + [Denomination X (150% X max(min(Performance)) — 100%)]
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Payo

150 Ind

Optimistic Scenario

Final Price = 1359 x Inmitial Price =>
Denomination + [Denomination X (100% X maX(SO%,min(SS%))) + 0%)] =150%

Pessimistic Scenario
Final Price = 409 x Initial Price =>
Denomination + [Denomination X (150% X max(min(80%)) - 100%)] =90%

2. Digital on CMS
Definition:

The Digital on CMS product is the combination of a classical zero coupon bond (with a predefined
mterest payment at Maturity) and a potential additional payment (the digital feature) if the underlying (in
this case the CMS rate) is above a certain level at Maturity.

Product

Redemption Amount :

1. Underlying: CMS10y

2. Performance 1s a single fixing ((Subdivision 2.a) is applicable)

3. Not applicable

4. Condition 1s applicable ((Subdivision 4) is applicable) -> at observation date, if CMS10y is at or above

2.10%
5. Bonus = 25.20 %

6. Participation Rate = 09 it CMS10y < 2.10%
100% it CMS10y > 2.10%
7. X% = 09% 1f CMS10y < 2.10%
10.40 9% if CMS10y > 2.10%
8.Y% = 0% if CMS10y < 2.10%
10.40 % it CMS10y > 2.10%
9. No daycount

-1 CMS 10y < 2.109, then

The formula for the Redemption Amount will be
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Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]
Denomination + [Denomination X (0% X maX(O%,min(Performancei, 0%)) + 25.20%)]
- Denomination + [Denomination x (25.20%)]
-l { CMS10y > 2.10%, then
The formula for the Redemption Amount will be
Denomination + [Denomination X (Participation Rate; x maX(X%l-,min(Performancei,Y%i)) + Bonusi)]
Denomination + [Denomination X (100% X max(10.4-0%,min(10.4-0%)) + 25.20%)]

= Denomination + [Denomination x (10.40% + 25.20%)]

Period 1

e CMS10y < 2.10% =>
Redemption Price = 100% +

25.20% + 0%

e CMS10y > 2.10% => 100% +
25.20% + 10.40%

97



INV_A2 1 A 01

D. Structures with a sum of periodic calculation and payment at
maturity

The fourth category includes the products which does not generate any Periodic Payments but one global
payment at Maturity. This last payment can be seen as the sum of different periodical components.

The formulas as stipulated below will specify if the Note will have a Redemption Amount of 100% of the capital
invested less fees or not.

Definition

The Variable Linked Redemption Amount can be constituted out of the next formula(s):

Formula i = Denomination +

n
Denomination X max <V%,Z(Participation Rate; x maX(X%l-,min(Performancei, Y%i)) + Bonusi)>]
i=1

The Final Terms will specify the parameters (Participation Rate, X%, Y%) of the specific issue (see
introduction). The Final Terms will also specify if a combination of more than one of these formulas is used. The
Final Terms will furthermore specify:

1) How many periods (n) will be used and what formula relates to what period

2) Which Underlying will be used to calculate the Performance (Rate, Share or Basket of Shares, Share
Index or Basket of Share Indexes, Commodity Index or Basket of Commaodity Indexes, Inflation Index,
Fund or Basket of Funds).

3) Which sub formula will apply to calculate the Performance. This Performance can be:
a) asingle fixing
b) adifference between 2 Underlyings: Underlying; — Underlying,

Final Price—Initial Price

c) ——— , with or without reset of the Initial Price
. Ilrgu’al P;'L'CELP i
Init rice—Final Price - - .- .
dy ————— , with or without reset of the Initial Price
inal Pricosnteial Price
F, - . . i .
g) — = , with or without reset of Initial Price
iti lgmal chelPrice
Init rice—Fina - . . .
fy , with or without reset of Initial Price
Final Price
FinalPrice
Q) o

InitialPrice

FinalPricel-—InitialPricel-

h) Z;’zl w; j X max (U%, min << ) ,Z%>), with or without reset of the Initial

Price. W means the weight of the Underlying. Y can be the number of Underlyings, or can be the
number of periods.

The Final Terms will also determine how the Final Price and Initial Price are defined. These can be 1
observation, an average of X observations, with a look-back feature (lowest/highest during a certain period).

InitialPricej

4) If the Note can be called either by the Issuer at certain dates, or when the Underlying reaches a certain
level at a certain date or during a certain period.
5) If the value of some parameters depends on the level of the underlying at a certain date or during a
certain period (=condition).
6) How the Bonus; is defined. The Bonus; can be:
a. afixed rate
b. a fixed rate subject to a condition on the Underlying
c. arate which is the result of a Formula such as the Formulas above.

d. A rate which is the result of a sum of Formulas such as the Formulas above.

7) What the Participation Rate will be.

8) What the floor X% will be.

9) What the cap Y% will be.

10) What the global floor of V% will be.

11) What daycount convention has to be applied.
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Examples

1. Cliquet
Definition:

The Chquet will pay at maturity the sum of the yearly performances of the Underlying, where yearly
performances are floored at X % (for example, -3%) and capped at Y % (for example, 7%).

Global payout is floored at V % (for example, 0%) to have a right to receive 100% of the mvested capital
less fees at Maturity.

Product:
Redemption Amount :

1. Periods (n) : 5
2. Underlying : SX5E

. Final Price—Initial Price .
3. Performance 1s ( subformula 3.¢)) with annual reset.

Initial Price
4. Not applicable
5. Not applicable
6. Bonus = 0 %
7. Participation Rate = 100%

8. X% = - 3%
9.Y% = 7%
10. V% = 0%

11. No daycount

The Variable Linked Redemption Amount is equal to :

Denomination + |Denomination

i=1

n
X max <V%,Z(Participation Rate; x maX(X%l-,min(Performancei, Y%i)) + Bonusi)>]

= Denomination +

i=1

5
Denomination X max <0%,Z(100% X max(—3%,min(Performancei, 7%)) + 0%))]

Period 1 Period 2

o SXSE(1) < 97% x SXSE(initial) => click -3% o SXSE(2) < 97% x SXSE(1) => click 3%
o 97% < SXSE(1) < 107% => click SXSE(1) o 97% < SXSE(2) < 107% => click SXSE(2)
o SXSE(1) > 107% => click 7% o SXSE(2) > 107% => click 7%

Period 3

o SXSE(3) < 97% x SXSE(2) => click -3%
o 97% < SXSE(3) < 107% => click SXSE(3)
o SXSE(3) > 107% => click 7%

Period 5 Period 4

o SXSE(5) < 97% x SXSE(4) => click 3%

o 97% < SXSE(S) < 107% => click SXSE(S)
o SXSE(5) > 107% => click 7%

« Sum of all 5 clicks + 100% is paid out

o SXSE(4) < 97% x SXSE(3) => click -3%
o 97% < SXSE(4) < 107% => click SXSE(4)
o SXSE(4) > 107% => click 7%
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E. Structures with periodic payments and physical settlement

Typically, this category refers to Notes called reverse convertible for which the Redemption Amount is not equal
to 100% of the capital invested less fees and can be done in physical instruments (shares for instance) depending
on the final value of these shares instead of cash.

Definition

The Periodic Payments can be constituted out of the next formula(s) (for n periods):
Formulai = (Participation Rate; x maX(X%l-,min(Performancei, Y%i)) + Bonusi)
The Redemption Amount at the end of period n can be constituted out of the next formula’s.
If the Performance is at or above a certain Barrier, the Redemption Amount is in cash at par.
If the Performance is below a certain Barrier, then physical settlement will apply.

Number of shares to be delivered
Denomination [Specified Denomination
X

. Specified Denomination
— (Non — integer amount of Tnitial Price )]

Specified Denomination Initial Price

Fractional Share Amount

Denomination

. . . Specified Denomination
x Final Price x (non — integer amount of )

Specified Denomination Initial Price

These formulas stipulate how many shares will be delivered per Specified Denomination of the Notes. The
number of shares has to be an integer amount. The non-integer amount will then be paid in cash (= Fractional
Share Amount).

The Final Terms will specify the parameters (Participation Rate, X%, Y %) of the specific issue (see
introduction). The Final Terms will also