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IMPORTANT INFORMATION

This Prospectus comprises a prospectus in respect of Subordinated Notes issued for the purposes of Article 5.3 of
the Prospectus Directive.

The Issuer accepts responsibility for the information contained in this Prospectus. To the best of the knowledge of
the Issuer, the information contained in this Prospectus is in accordance with the facts and does not omit anything
likely to affect the import of such information.

Market data and other statistical information used in this Prospectus has been extracted from a number of sources,
including independent industry publications, government publications, reports by market research firms or other
independent publications (each an “Independent Source”). The Issuer confirms that such information has been
accurately reproduced and that, so far as it is aware, and is able to ascertain from information published by the
relevant Independent Source, no facts have been omitted which would render the reproduced information
inaccurate or misleading.

This Prospectus is to be read in conjunction with all documents which are deemed to be incorporated herein by
reference (see “Documents Incorporated by Reference”). This Prospectus shall be read and construed on the basis
that such documents are incorporated in and form part of this Prospectus.

The Joint Lead Managers (as defined in “Subscription and Sale”) (other than Belfius Bank in its capacity as Issuer)
have not independently verified the information contained herein. Accordingly, no representation, warranty or
undertaking, express or implied, is made and no responsibility or liability is accepted by the Joint Lead Managers
(other than Belfius Bank in its capacity as Issuer) as to the accuracy or completeness of the information contained
or incorporated in this Prospectus or any other information provided by the Issuer in connection thereto. None of
the Joint Lead Managers (other than Belfius Bank in its capacity as Issuer) accepts any liability in relation to the
information contained or incorporated by reference in this Prospectus or any other information provided by the
Issuer in connection thereto. The statements made in this paragraph are made without prejudice to the
responsibility of the Issuer under the Prospectus.

To the fullest extent permitted by law, no Joint Lead Manager (other than Belfius Bank in its capacity as Issuer)
accepts any responsibility for the contents of this Prospectus, and neither the Issuer nor any Joint Lead Manager
accepts any responsibility for any statement made, or purported to be made, by any other Joint Lead Manager or on
its behalf in connection with the Issuer or the issue and offering of the Subordinated Notes. Each of the Issuer (in
the case only of any such statement) and any Joint Lead Manager accordingly disclaims all and any liability
whether arising in tort or contract or otherwise which it might otherwise have in respect of this Prospectus or any
such statement.

No person is or has been authorised by the Issuer or the Joint Lead Managers to give any information or to make
any representation not contained in or not consistent with this Prospectus or any other information supplied in
connection with this Prospectus or the Subordinated Notes and, if given or made, such information or
representation must not be relied upon as having been authorised by the Issuer or by any of the Joint Lead
Managers.

Neither this Prospectus nor any other information supplied in connection with this Prospectus or any Subordinated
Notes (a) is intended to provide the basis of any credit or other evaluation or (b) should be considered as a
recommendation by the Issuer or by any of the Joint Lead Managers that any recipient of this Prospectus or any
other information supplied in connection with the Prospectus or any Subordinated Notes should purchase any
Subordinated Notes. Each investor contemplating purchasing any Subordinated Notes should make its own
independent investigation of the financial condition and affairs, and its own appraisal of the creditworthiness, of
the Issuer.
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Neither this Prospectus nor any other information supplied in connection with the issue of any Subordinated Notes
constitutes an offer or invitation by or on behalf of the Issuer or any of the Joint Lead Managers to any person to
subscribe for or to purchase any Subordinated Notes.

References in this section “Important Information” to a “Joint Lead Manager” shall include such entity in its
capacity as a Joint Bookrunner to the Issuer as well, as applicable.

This Prospectus contains or incorporates by reference certain statements that constitute forward-looking statements.
Such forward-looking statements may include, without limitation, statements relating to the Issuer's business
strategies, trends in its business, competition and competitive advantage, regulatory changes, and restructuring
plans. Words such as believes, expects, projects, anticipates, seeks, estimates, intends, plans or similar expressions
are intended to identify forward-looking statements but are not the exclusive means of identifying such statements.
The Issuer does not intend to update these forward-looking statements except as may be required by applicable
securities laws. By their very nature, forward-looking statements involve inherent risks and uncertainties, both
general and specific, and risks exist that predictions, forecasts, projections and other outcomes described or implied
in forward-looking statements will not be achieved. A number of important factors could cause actual results,
performance or achievements to differ materially from the plans, objectives, expectations, estimates and intentions
expressed in such forward-looking statements. These factors include: (i) the ability to maintain sufficient liquidity
and access to capital markets; (ii) market and interest rate fluctuations; (iii) the strength of global economy in
general and the strength of the economies of the countries in which the Issuer conducts operations; (iv) the
potential impact of sovereign risk, particularly in certain European Union countries which have recently come
under market pressure; (v) adverse rating actions by credit rating agencies; (vi) the ability of counterparties to meet
their obligations to the Issuer; (vii) the effects of, and changes in, fiscal, monetary, trade and tax policies, and
currency fluctuations; (viii) the possibility of the imposition of foreign exchange controls by government and
monetary authorities; (ix) operational factors, such as systems failure, human error, or the failure to implement
procedures properly; (x) actions taken by regulators with respect to the Issuer’s business and practices in one or
more of the countries in which the Issuer conducts operations; (xi) the adverse resolution of litigation and other
contingencies; (xii) the Issuer’s success at managing the risks involved in the foregoing. The foregoing list of
important factors is not exclusive; when evaluating forward-looking statements, investors should carefully consider
the foregoing factors and other uncertainties and events, as well as the other risks identified in this Prospectus.

This Prospectus contains various amounts and percentages which have been rounded and, as a result, when those
amounts and percentages are added up, they may not total.

IMPORTANT INFORMATION RELATING TO THE USE OF THIS PROSPECTUS AND OFFER OF
THE SUBORDINATED NOTES GENERALLY

This Prospectus has been approved for the purposes of the listing and admission to trading of the Subordinated
Notes on the regulated market of Euronext Brussels and does not constitute an offer to sell or the solicitation of an
offer to buy any Subordinated Notes in any jurisdiction to any person to whom it is unlawful to make the offer or
solicitation in such jurisdiction. The distribution of this Prospectus and the offer or sale of any Subordinated Notes
may be restricted by law in certain jurisdictions. Neither the Issuer nor the Joint Lead Managers represent that this
Prospectus may be lawfully distributed, or that any Subordinated Notes may be lawfully offered, in compliance
with any applicable registration or other requirements in any such jurisdiction, or pursuant to an exemption
available thereunder, or assume any responsibility for facilitating any such distribution or offering. In particular, no
action has been taken by the Issuer or the Joint Lead Managers which is intended to permit a public offering of any
Subordinated Notes or distribution of this Prospectus in any jurisdiction where action for that purpose is required.
Accordingly, no Subordinated Notes may be offered or sold, directly or indirectly, and neither this Prospectus nor
any advertisement or other offering material may be distributed or published in any jurisdiction, except under
circumstances that will result in compliance with any applicable laws and regulations. Persons into whose
possession this Prospectus or any Subordinated Notes may come must inform themselves about, and observe, any
such restrictions on the distribution of this Prospectus and the offering and sale of any Subordinated Notes. For a
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description of certain restrictions on offers and sales of Subordinated Notes and on distribution of this Prospectus,
see “Subscription and Sale” below.

The Subordinated Notes may not be a suitable investment for all investors. Each potential investor in the
Subordinated Notes must determine the suitability of that investment in light of its own circumstances. In
particular, each potential investor should:

(i) have sufficient knowledge and experience to make a meaningful evaluation of the Subordinated Notes, the
merits and risks of investing in the Subordinated Notes and the information contained or incorporated by
reference in this Prospectus;

(ii) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular
financial situation, an investment in the Subordinated Notes and the impact the Subordinated Notes will
have on its overall investment portfolio;

(iii) have sufficient financial resources and liquidity to bear all of the risks of an investment in the
Subordinated Notes, including where the currency for principal and/or interest payments is different from
the potential investor’s currency;

(iv) understand thoroughly the terms of the Subordinated Notes and be familiar with the behaviour of any
relevant indices and financial markets; and

(v) 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.

Legal investment considerations may restrict certain investments. The investment activities of certain investors are
subject to legal 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 (i) Subordinated Notes are legal
investments for it, (ii) Subordinated Notes can be used as collateral for various types of borrowing and (iii) other
restrictions apply to its purchase or pledge of any Subordinated Notes. Financial institutions should consult their
legal advisers or the appropriate regulators to determine the appropriate treatment of Subordinated Notes under any
applicable risk-based capital or similar rules.

In connection with the issue of the Subordinated Notes, Morgan Stanley & Co. International plc (the “Stabilisation
Manager”’) may over-allot Subordinated Notes or effect transactions with a view to supporting the market price of
the Subordinated Notes at a level higher than that which might otherwise prevail. However, there is no assurance
that the Stabilisation Manager will undertake stabilisation action. Any stabilisation action may begin on or after the
date on which adequate public disclosure of the terms of the offer of the Subordinated Notes is made and, if begun,
may be ended at any time, but it must end no later than the earlier of 30 days after the issue date of the
Subordinated Notes and 60 days after the date of the allotment of the Subordinated Notes. Any stabilisation action
or over-allotment must be conducted by the relevant Stabilisation Manager (or any person acting on behalf of any
Stabilisation Manager in accordance with all applicable laws and rules.

In this Prospectus, unless otherwise specified or the context otherwise requires, references to “U.S.$” are to the
lawful currency of the United States, and to “euro”, “EUR” and “€” are to the lawful currency of the member
states of the European Union that have adopted or adopt the single currency in accordance with the Treaty
establishing the European Union, as amended.
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RISK FACTORS

An investment in the Subordinated 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 Subordinated
Notes. The risks described below are risks which the Issuer believes may have a material adverse effect on the
Issuer's financial condition and the results of its operations, the value of the Subordinated Notes or the
Issuer's ability to fulfil its obligations under the Subordinated Notes. All of these factors are contingencies
which may or may not occur and the Issuer is not 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 Issuer is
not currently aware or deems immaterial, may also potentially have an adverse effect on the 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 Issuer believes may be material for the purpose of assessing the market risks associated
with the Subordinated Notes are also described below.

The Issuer believes that the factors described below represent the principal known risks inherent in investing
in Subordinated Notes, but the inability of the Issuer to pay interest, principal or other amounts on or in
connection with any Subordinated Notes may occur for other reasons which are not known to the Issuer or
which the Issuer deems immaterial at this time. Prospective investors should also read the detailed
information set out elsewhere in this Prospectus (including any documents deemed to be incorporated in it by
reference) and reach their own views prior to making any investment decision.

Capitalised terms used herein and not otherwise defined shall bear the meaning ascribed to them in the
“Terms and Conditions of the Subordinated Notes” below.

Factors that may affect Belfius Bank’s ability to fulfil its obligations under the Subordinated
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).

Risks related to the business of banks in general, including Belfius Bank

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. Bankruptcy, lack of liquidity, downturns in the economy or real estate values,
operational failure or other reasons may cause them to default on their obligations towards Belfius
Bank.

For the management of its credit risks, Belfius Bank uses an Advanced Internal Rating Based
approach. This means that Belfius Bank makes use of internal models for defining the key risk
parameters Probability of Default (PD), Loss Given Default (LGD) and Credit Conversion Factor
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(CCF — the conversion of an available credit line in an expected draw down amount) for off-balance-
sheet commitments.

When granting credits to individuals (essentially mortgage loans), to self-employed persons and to
small enterprises, standardised and automated processes are mainly used, in which the results from the
scoring and/or rating models play an important role.

When granting credits to medium-sized and large enterprises as well as Public and Social Banking
customers, an individualised approach is implemented. Credit analysts examine the file autonomously
and define the customer’s internal rating. Then a credit committee takes a decision on the basis of
various factors such as solvency, the customer relationship, the customer's prospects, the credit
application and the guarantees. In the analysis process, credit applications are carefully examined and
only accepted if the perspective of continuity and the borrower’s repayment capacity are demonstrated.
To support the credit decision process, a RAROC (Risk Adjusted Return on Capital) measures the
expected profitability of the credit transaction or even of the full relationship with the customer, and
compares it with a required RAROC level (target rate). As such, the RAROC is an instrument for
differentiating the risks and for guiding the return combinations in an optimal way.

Belfius Bank has further intensified its strategy of being close to its customers. This approach provides
a significant added value to Belfius Bank’s customers, regardless of the segment in which they operate.
Credit and risk committees are regionalised and the delegation of decision-making powers are
increasingly delegated to the regional commercial and credit teams is continued, strengthening the
principle of decision-by-proximity. This has resulted in a greater involvement of the various teams in
the decision-making process, as well as stronger monitoring of the use of the delegated powers
mentioned above.

Belfius Bank monitors the evolution of the solvency of its borrowers throughout the whole credit
lifecycle. The different portfolios of the Retail and Commercial Business for which risk management
relies on a portfolio approach are reviewed periodically. Customer ratings, using an individualised
approach, are also updated periodically, in line with the bank’s choice to apply AIRB (Advanced
Internal Rating Based) models. The economic review process of credit applications is intended to
ensure that any signs of risk can be detected in time and subsequently monitored and /or addressed.
This review process is organised, according to the Credit Review Guideline, in an annual cycle, with
in-depth analysis for customers with important credit exposures and/or significant (positive or
negative) evolutions in their risk profile.

2. Market risk

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 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 basis risk.

Management of market risk within the Issuer 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
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Managing structural exposure to market risks (including interest rate risk, equity risk, real estate risk
and foreign exchange risk) is also known as Asset/Liability Management (“ALM”). The structural
exposure at Belfius Bank 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 Belfius Bank and Belfius Insurance have the ultimate responsibility for managing the interest
rate risks of Belfius within the above set risk tolerance and within the regulatory framework.

Operational responsibility for effective ALM is delegated to the Asset & Liability Committee
(“ALCo”). 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, 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 Belfius Bank.
No Financial Markets activities are undertaken at Belfius Insurance. For their needs in Financial
Markets products, Belfius Insurance turns to Belfius Bank or other banks.

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:

e 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 temporal
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 general and specific equity risks are measured on the basis of a historical VaR with full
valuation based on 300 scenarios.

e spread risk and 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. This S-VaR measure consists of calculating an additional VaR based on a 12 consecutive
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months observation period which generates the largest negative variations of Net Present Value in the
bank’s current portfolio of financial instruments.

3. Operational risk

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.
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4, Liquidity risk
The liquidity risk at Belfius Bank mainly stems from:

e changes to the commercial funding amounts 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 loans;

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

e the value of the liquid reserves by virtue of which Belfius Bank can collect funding on the
repo market and/or from the European Central Bank (“ECB”);

e 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 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 ALM department and the
ALCo, meaning that total bank balance sheet management lies within his 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 and Commercial and
Public and 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 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 the 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.

5. Competition

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, 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.
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6. Increased and changing regulation of the financial services industry could have an adverse effect
on Belfius Bank’s operations

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
ECB, liquidity risk assessments and the adoption of a new regulatory framework. The most relevant
areas of regulation include the following:

e The requirements under Basel III have been implemented in the European Union through the
adoption of (i) 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 (ii) 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”).

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) has assumed certain
supervisory 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 Regulation 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
Bank Resolution Fund and amending Regulation (EU) No 1093/2010 of the European
Parliament and the Council (“Single Resolution Mechanism” or “SRM”). The Single
Resolution Mechanism entered into force on 19 August 2014 and applies to credit institutions
which fall under the supervision of the ECB, including the Issuer. The SRM has established a
Single Resolution Board (“SRB”) which, since 1 January 2016, is the authority in charge of
vetting resolution plans and carrying out the resolution of a credit institution that is failing or
likely to fail. The Single Resolution Board will act in close cooperation with the European
Commission, the European Central Bank and the national resolution authorities (which, in
case of the Issuer, includes the resolution college of the NBB within the meaning of Article
21ter of the Belgian law of 22 February 1998 establishing the organic statute of the National
Bank of Belgium (the “Belgian Resolution College™)). The Single Resolution Board together
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with the Belgian Resolution College (where applicable) is hereinafter referred to as the
“Resolution Authority”. Moreover, the SRM established a Single Resolution Fund (“SRF”)
which will be built up with contributions of the banking sector to ensure the availability of
funding support for the resolution of credit institutions. The overall aim of the SRM is to
ensure an orderly resolution of failing banks with minimal costs to taxpayers and the real
economy.

e Directive 2014/59/EC 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, which provides for a framework for the recovery and resolution of credit institutions
and investment firms (the “Bank Recovery and Resolution Directive” or “BRRD”). The
aim of the BRRD is to provide supervisory and resolution authorities with common tools and
powers to address banking crises pre-emptively in order to safeguard financial stability and
minimise taxpayers' exposure to losses.

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.

7. Belgian banking law

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 at that time (including in respect of its resolution regime), into
force on 7 May 2014.

The Belgian Banking Law is based on the existing regulatory framework and implements into Belgian
law (i) the CRD, as further explained in paragraph 8 (Effective capital management and capital
adequacy and liquidity requirements) below, and (ii) the BRRD, as further explained in paragraph 9
(European Resolution Regime) below. The Belgian Banking Law, however, has 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.

The Lead Regulator (as defined in Condition 2) 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
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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, (ii) certain
elements of the Belgian Banking Law will be influenced by further regulations (including through
technical standards) taken or to be taken at European level, and (iii) the application of the Belgian
Banking Law 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.

8. Effective capital management and capital adequacy and liquidity requirements

Effective management of Belfius Bank’s capital is critical to its ability to operate its businesses and to
grow organically. Belfius Bank is required by regulators in Belgium 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. Accordingly, the purpose of the issuance of the Subordinated Notes
is, amongst others, to allow Belfius Bank to strengthen its capital position.

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 III. 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 III has been introduced in the European Union through CRD IV.

CRD 1V (consisting of CRD and CRR) has applied 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
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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 1V (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 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 Subordinated Notes.

9. European resolution regime

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) 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 Subordinated Notes) of a failing institution and/or to convert certain debt claims
(which could be the Subordinated 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). 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” on page 19 of this Prospectus.

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).
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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.

10.  Belgian bank recovery and resolution regime

Under the Belgian bank recovery and resolution regime, the supervisory and resolution authorities are
able to take a number of measures in respect of any credit institution they supervise 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 (as defined in Condition 2) can impose specific measures on an
important financial institution (including the Issuer, 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 Resolution Authority to take resolution actions (in which respect
please see paragraph 9 (European Resolution Regime) above). Such powers include the power to (i)
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, (ii) 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 (iii) 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 Law grants a “bail in” power to the National Resolution Authority as
set out in paragraph 9 (European Resolution Regime) above). This bail-in tool entered in force on 1
January 2016. Any application of the bail-in tool would, however, only occur after, or at the same time
as, the write-down or conversion of the Subordinated Notes by the Resolution Authority.

For the purpose of the Resolution Authority's bail-in powers, credit institutions (including Belfius
Bank) must at all times meet a minimum requirement for own funds and eligible liabilities. This
minimum requirement is an amount of own funds and eligible liabilities, expressed as a percentage of
the credit institution's total liabilities and own funds. The draft technical standards on the criteria for
determining the minimum requirement for own funds and eligible liabilities do not provide details on
the implications of a failure by an institution to comply with its MREL requirements. However, if the
approach set out by the Financial Stability Board in respect of the Total Loss-Absorbing Capacity
(“TLAC”) for G-SIBs is adopted in respect of MREL, then there is a possibility that a failure by an
institution to comply with MREL could be treated in the same manner as a failure to meet minimum
regulatory capital requirements. Accordingly, a failure by the Issuer to comply with its MREL
requirement may have a material adverse effect on the Issuer’s business, financial conditions and
results of operations

Subject to certain exceptions, as soon as any of these proceedings have been initiated by the
Resolution Authority, the relevant counterparties of such credit institution would not be entitled to
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invoke events of default or set off their claims against the credit institution. The Belgian Banking Law
confirms that the powers described above 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 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. In addition, the protection of financial collateral arrangements provided
for by the Belgian Banking Law is slightly 