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WO SItes 01 the Same Coin: [axes

Banking sector People & Politics

'Banktaksen zetten tewerkstelling onder druk'’ Groen licht voor hogere bankentaks

KBC-CEO Johan Thijs © Photo News
Minister van Financién Johan Van Overtveldt @ BELGA

Dat de Wetstraat opnieuw een extra heffing op banken overweegt, zit KBC-CEO Johan Thijs

liuos Nier vereeren dat dekustpetis b de ek Bebilk voorvlE ke eraain hetknivalent De ministerraad heeft vrijdag de nieuwe bankentaks goedgekeurd.De Belgische banken moeten

dit jaar 805 miljoen euro ophoesten, 55 miljoen meer dan vorig jaar.

van 1.250 banen is'.
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Humans Need Not Apply
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[netactsinula

CET1 ratio
15%

June 2012 — December 2015

Leverage ratio
5.2%

LCR
136.3%

NSFR
117.1%

C/l ratio
59%
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What Wil bring the future?

“The future 1s unknown, but a
somewhat predictable unknown.
To look to the future we must first
look back upon the past. That is
where the seeds of the future
were planted.”

Albert Einstein

Swiss entity. All rights reserved.
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@ nkKnowns - EU structural « MiEID2 = G-SIB and D-SIB designation and capital

. , surcharges
separation = Leverage ratio = Stress testing

= New macro- = Revised credit and = IFRS 9 = BCBS 239

prudential tools operational risk = FRTB s LCR
= Bans on sales of weightings = IRRBB = Large exposures

products to retail = Capital floor = PSD2 = COREP/FINREP
= New regulation in = Risk weightings for = BRRD resolution and bail-in powers

response to sovereign exposures

= EBA SREP guidelines

m ECB supervision in Banking Union

= BCBS corporate governance principles
= EU fourth AML directive

financial innovation
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[he t0B o oRB: Strongd Influence over balance sheet Composition

Liabilities

— SSM requirements for — Capital requirements (CET1,
management of NPLs AT1, Tier 2)

— RWA density impacted by — Leverage ratio
TRIM

— New requirements for bail-
— Liquidity requirements in capable liabilities (MREL)
through new ILAAP
— ECB Collateral eligibility
rules (for TLTRO, ELA),
Impact treasury choices

Resolution regime

— Recovery and Resolution planning (ECB and SRB) drive choices
on Group structures (resolution ‘Point of Entry’).
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Reguiations: Impact

Capital Target Total Capital 2019: 21.4%
(Basel 3 — SREP 2.0 — MREL)

CET ratio (2019] -2.7%
IFRS 9 LLP (2019): + € 1.2 bio

|rilg|)eer;vésr:?ar][i§n + € 0.4 bio in the next 4 years
KPMG 12
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pasel

25%
22.5%
20%
175%
15%
12.5%
10%
75%
5%
2.5%

0%

Capital requirements (incl. SSM & SRM)

MRELTZ: 6%

AT1: 1.6%

PZ: 4.776%

O-5IB: 0.5%

CCB: 0.625%

2016

MRELTZ: 7%

AT1: 16%

PZ: 4.15%

O-5IB: 1%
CCB: 1.260%

P1:4.5%

2017

KPMG assumptions of target total CET1 ratio

KPMG assumptions of target total capital ratio

20.9%

MRELTZ: 8%

AT1: 1.6%

P2: 3.626%

0O-51B: 1.6%

CCB: 1.875%

2018
2016 2017

11.4% 11.9%

18.4%  19.9%
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20.9%

MRELT2: 8%

AT1:156%

O-SIB: 1.56%

CCB: 25%

2019
2018

12.4%

21.4%

KPMG uses soft assumptions for
capital buffers:

0%
Systemic risk buffer (CET1): 0%
MREL P1:14% & MREL P2 :0%

Countercyclical capital buffer (CET1):

13



Bage‘ ‘\/ Revisions to the standardised approach for credit risk

1.8% 1.4%
2.6%

® =B80%
® 80%; 90%
- Use of indexed LTV ratios . TR
- Limited to the real estate e
(RE) porth“O Source: NBB
LTV ratios (indexed) in Belgium
expressed in % of total loan
stock, at the end of 2015.
Standardised Approach portfolio: Internal Ratings-Based Approach portfolio:
- The average risk weight goes - Afloor of 70% on the RWAs obtained by using
from ~ 35% to ~ 47% the revised SA is applied
- The credit risk RWAs relatively - The average risk weight goes from ~13% to ~
increase by ~ 36% 33%
- The credit risk RWAs relatively increase by
~163%

Implementation in the model:

Current CR RWAS for the SA Implementation in the model:

Current CR RWAs for the IRBA RE exposures
multiplied by 2.63

RE exposures multiplied by 1.36
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Tax: pasl

2012 . H:x éggu;lga:q;O mio 2016

2014 : Increase rate Annual
taxes 200 mio

2015 : Limitation tax 3 1
4

— deductions 100 mio
| — Bio \
Introduction ESRF J

250 mio
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eSLrate environmen

INTEREST
RATE
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-\olUtion O Spivency ratios - basis Scenario

CET1 ratio Total capital ratio Leverage ratio

2%
2016 2017 2018 2019 2015 2016 2017 2018 2015 2016 2017 2018 2019

—e— Minimum —e—— Forecasted ratio after impact of regulations and taxes
—e— Target
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FVoItion of liquidity ratios —basis scenario

LCR NSFR

90%
2015 2016 2017 2015 2018

—e— Minimum —e—— Forecasted ratio after impact of regulations and taxes
—e— Target




£\olUtion of profitaniity — basis Scenario

C/l
ROE ratio

2016 2017 2018 2016

—e— Minimum —e— Forecasted ratio after impact of regulations and taxes
—e— Target
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Clients

Cost of new regulations and taxes within a low interest
rate environment
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Lervention
CLS

ﬁ :

Options for
and therr i

— Cost savings

— Repricing loans

— Generate extra non-interest income
— Liquidity transformation of assets

— Issue CET1/T2 capital

— Reduce distribution of dividends

D




What I only Trmanagement action?

COSt Increase non-interest

€ 2.6 bio

60%

X X

Issue T2 Retained _ Liquidity Repricing
capital earnings reduction income transf. of assets loans
i 0
€ 1.7 bio 60% 36%
Issue T2 Retained Cost Increase non-interest Liquidity Rep ricin g
capital earnings reduction income transf. of assets loans

X

+ 140bps
10%
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\lanagement actions toreach 107 rUe

Issue T2 Retained Cost Increase non- Liquidity Repricing
capital earnings reduction interest income transf. of assets loans
€ 5 bios 40% 10% + 2% € 6.7 bios + 50bps
10%
12% -
10% -
o wan 05K T8 ROE
) +0.2% -
o o
4% - .
Sample + reduce + cost + increase fees + asset + repricing Sample
(2019 YE) retained reduction & commissions transformation loans (2019 YE)
after impacts earnings after management
actions

prone o

Documen t Classification: KPMG Confidential






Reguiation: Volatle to say the 1east .

Gontext:alot o digest .

JUIES MIFID2
AlFMD GDPR

MR LransversalRU
VADMAR -~ IDD

PRIPS

Moratorium on Complex
Products

w PSD2  AmMYCTS
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Regulation a FnTech: the bioder picture a MIFD

Lontext: Wnat are banks problems? What are Danks answers?

ﬁﬁ Aternative Revenues (out MIFID?)

Jgital strategy

=
. e (oSt efficiency (Oniine aavice; Robo Advice)
#ﬂf . D o CUSIOme intimacy
T‘Tﬂ 'f‘wf » Diect Markeling
it ST
v}wﬂ i'f'ﬂ'i Q Data Analytics (Improved Segmentation)
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PolJZ: kalalyStTo Upen Banking - the AP ecosystem

llustration; PSD2 == boost {0 financial technolody innovation & major Risk & Opportunity

AN UPDATED PAYMENT MODEL INCLUDING A PAYMENT
NITIATION SERVICE PROVIDER [PISF)

AN UPDATED INTERACTION MODEL INCLUDING AN
ACCOUNT INFORMATION SERVICE PROVIDER (AISF)

Cu=tomer

==% Present flow

* PISP : Payment Initiation Service Providers
AISP : Account Information Service Providers

©2016 KPMG Support Services, a Belgian Economic Interest Grouping (“ESV/GIE”") and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a 32
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[NeInvSIDIe bank: Bank as a Patiorm

Lustomer
VIEW

[ne nvisinie

Bank
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Platform layer

@
>~
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)
o
-
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o
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Process layer

Activities

Customer interface
Brand, marketing

Quality, assurance &
product selection

Manufacture product
‘'Own’ balance sheets

Security/custody of
assets

Facilitate payments

Manage administration
and certain regulatory
processes, eg. AML/KYC
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Players

Dominated by global
technology players

Low cost scaled banks
Niche providers/fintech

Centralised utilities
Major outsourcers
Fintech
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11e INvISIDIe Bank: what this mignt mean 1or Danks

lieasury Anaylics

Liguidity
.o Key functions of
A the Invisible Bank
SOILTONS
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Adigial Saies process

Customer Journey

Entirely assisted by the chatbot

z/

Remote
App Store Onboarding

App

Facebook Internet

1 1
1 1
1 1
1 1
¥ 1
1
1
1
1
1

A4
Execute MIFID procedure
Buy Funds

1

:

v

Download remote
onboarding app

v

See commercial Share, Like, Love

[,

v
Search top Execute procedure Transfer the amount
performing funds Check the portfolio

v

kPG s
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KPMG

VIeel

https://home.kpmg.com/uk/en/home/insights/2016/10/meet-eva.html



https://home.kpmg.com/uk/en/home/insights/2016/10/meet-eva.html

WhatJust happened?

Hello John

Get the train!

Dad’s birthday

Portfolio rebalance

Message from HR

Automatic voice and geo authentication (and an alarm call)

Payments data, calendar, useful information

Calendar, payments data, social media info

External market data and robo-advisory

Integration with employer systems and wealth
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[Ne key enaning technologies are nere today

3% RBS

-RBS is opening up their
APIs to 3 parties to
explore new
features/services on top
of their existing retail
and business banking
capabilities

\'s monzo

-Monzo will integrate
with TfL, Uber and
Nutmeg

KPMG

\Voice

Authentication

HSBC® LN 0o

-HSBC uses voice
authentication for its call
centre to reduce
customer authentication

\'s monzo

-Monzo has integrated
with Siri on Apple's iOS
to offer payments by
voice

-RBS have launched an
Al chatbot called Luvo
for their SME customers

DigitalGenius

-Digital Genius offers Al
technology to corporates
including KLM, BMW
and a London-based
global bank
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-Starling bank analyse
the data to forecast bank
balances and warn prior
to overdraft

EIHELLO

-Hello Soda analyses
1000s of data points to
provide real-time
profiling/risk scoring

loT

amazon
~—

Google Home

-Amazon echo and
Google Home are
already integrated with
services such as Uber,
with more features
constantly being added
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Risk Consulting
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Avenue du Bourget 40
B-1130 Brussels
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Mobile +32.496.70.65.33
kdeloose@kpmg.com

Filip Weynants, Director
Risk Consulting

KPMG Advisory

Avenue du Bourget 40
B-1130 Brussels

Tel +32.

Mobile +32.476.80.85.68
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