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ACTIVITY REPORT
1 Message from the CEO
Empowering people and businesses through the crisis

Our purpose
We believe that all sustainable progress is driven
by people with the necessary imagination and
determination to improve their future and the future of
those around them.
We believe that the role of a bank is to help people and
organisations realise their own vision for a better future –
however modest or grand.
Empowering people to stay a step ahead in life
and in business.

ING Luxembourg Annual Report 2020

2020 was an unprecedented year for everyone. Each and every one of us has been
affected in some way by the coronavirus. It has placed all of us under a lot of pressure,
both personally and professionally. Even so, thanks to the technological solutions,
the resilience and commitment of our staff, and the trust of our customers at ING we
delivered solid commercial and financial results.
The global pandemic cast its shadow over the whole year, and it continues to do so –
although we see light on the horizon with the start of mass vaccination programmes
in many countries. At the same time, it has given us opportunities to live up to our
purpose of empowering people to stay a step ahead in life and in business. We’ve been
there to advise and support, providing a tangible helping hand through more than
2,000 payment holidays and over EUR 250 million in new loans and leasing contracts
for business customers in 2020.

A strong team
The health and safety of our colleagues was top of mind for me and our Executive
Committee throughout the year, and continues to be so. We kept a close eye on the
well-being of our workforce through regular ‘pulse’ surveys, supplemented by informal
check-ins by managers with their teams. We adapted our offices to the new situation

3

Contents

Activity report

Management report

Report of the Statutory Auditor

Annual accounts

Message from the CEO

to allow for a safe working environment for staff present, ING employees received
assistance in setting up their home ‘offices’, and online well-being information and
tools were made available to all.
And we continued to serve our customers with on average 80 percent of our workforce
working from home since mid-March 2020. The speed with which we were able to move
over to a remote-working model was truly impressive and is testament to our agile
model. The way our people continued to deliver for our customers during this Covid-19
crisis has been fantastic. Seeing examples of our Orange Code in action every day – with
colleagues supporting one another and helping each other to be successful - has been a
source of pride for the Executive Committee and the Board of Directors.

A solid performance
The economic situation affects our customers, and it therefore affects us. It is likely
the very low interest rate environment is here to stay for the foreseeable future. This
has meant continued pressure on our net interest income, yet our results remained
resilient throughout the year. We managed to further diversify our income, with good
fee growth to compensate the weakened demand for consumer and business loans.
I am particularly pleased with the growth of clients for whom we are the primary bank
(primary customer relationships). Over the course of the year we saw our retail primary
customers total grow to 49% of our client base. To safeguard the health and safety of
our customers, we empowered them to do their banking and payments at a distance
with our digital and contactless solutions. In 2020, 86% of our customers had adopted
My ING, and 42 percent of active customers only interact with us using the mobile app.
Customers appreciate the ING experience as measured by the Net Promoter Score
(NPS): 71% of our clients have already recommended ING to their family and friends.
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These achievements highlight the ongoing relevance of our mobile-first digital strategy,
which has been given a boost by the accelerated digitalisation of society resulting from
the coronavirus pandemic. To keep pace with the growing demand for mobile banking
we are now taking steps to build a strong foundation that will further improve the
digital customer experience end to end.

One brand
The introduction in 2020 of our new global “Do Your Thing” brings a common brand
direction to ING all over the world. The tagline articulates ING’s empowering purpose
and encourages people to do more of the things that move them or their business. We
launched advertising campaigns that included new brand elements like a new style of
photography, a sound logo and always using the new Group’s signing off with “Do Your
Thing”. It is about people being free to focus on what matters most to them knowing
that, whether in their private or professional lives, they can make their world a little
better for it.

A safe and secure bank
The number one priority for ING is to ensure that we are safe, secure and compliant.
More digitisation is key to manage our non-financial risk and support our know your
customer enhancement efforts, so in 2020 ING Luxemburg connected to ING’s global
digital pre-screening transaction tool as part of our standardisation efforts. We also
stepped up regulatory trainings and increased staff in risk & compliance activities.
Being data-driven will bring many benefits for our customers and our organisation.
At the same time, the basics need to be right, and so the focus in 2020 has been on
improving data quality and data accessibility. These improvements are helping us

4

Contents

Activity report

Management report

Report of the Statutory Auditor

Annual accounts

Message from the CEO

to deliver on our external regulatory commitments. On the other hand, data and
digitisation contribute to a differentiating customer experience that is easy and
personal. We have started developments so soon all private individual customers will
be able to use ING’s OneWeb online banking solution and the mobile OneApp also used
(and highly rated) in Germany and the Netherlands.

Looking forward
In an age of disruption and changing customer expectations we have to keep adapting
our banking services to become clearer, easier and more accessible while empowering
our growing global customer base to stay a step ahead in life and in business. We’re
ready for the challenges ahead.

ING Luxembourg Annual Report 2020
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2 Our strategy and how we create value
Our strategy
ING’s Think Forward strategy is as relevant as ever. With our data-driven digital and
mobile-first approach we are continuing to empower people to stay a step ahead
in life and in business – also at a time of social and economic disruption. The global
coronavirus pandemic has illustrated just how digital society has become, reinforcing
trends like the shift to mobile banking and contactless payments.
Delivering on our strategy is about living up to our customer promise to be clear and
easy, anytime, anywhere to empower them and to keep getting better. Digitisation
remains central to this and we are adapting our processes and service models to make
banking even safer, more personal, easier and smarter. Combined with mastering data,
it is how we can stand out as a bank that truly knows its customers and anticipates
their evolving needs, finding innovative ways to add value, both within and beyond
banking.
We are doing all of this while striving to live up to the highest possible standards of
integrity. Being a safe, secure and compliant bank remains a top priority for ING.
Our Orange Code of values and behaviours places integrity above all else.

Factors influencing our business in 2020
The spread of Covid-19, and the global measures to contain it, affected ING in
a number of ways in 2020, impacting our customers, our employees and our
community. However, it was not the only factor influencing our business. The negative
interest rate environment in the Eurozone and low interest rates elsewhere, have posed
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a significant challenge to banks’ business models since 2016, eroding margins on
customer deposits and putting pressure on net interest income. Until 2020, we were
able to counter the effects of this mainly through profitable lending growth. However,
the pandemic made this lever less effective in 2020, while the inflow of customer
deposits accelerated and interest rates in non-Eurozone countries significantly
decreased. In response to the pressure on net interest income, we amplified our
focus on income diversification through fee income growth, both in retail as well as in
wholesale banking products.

Universal digital bank
Now we are taking steps to deliver on our strategic priorities, not least to keep pace
with society’s accelerated adoption of digital resources during the coronavirus. We
have been working on transforming our organisation to become a mobile-first digital
platform, offering all of our 39.3 million customers a harmonised customer experience
everywhere. But there is still work to do to become the leading data-driven digital bank
we aspire to be.
At the same time, the challenging external environment reconfirms the importance
of scrutinising costs and looking for new ways to grow our fee income and diversify
our revenues in areas beyond traditional banking. We need to be flexible in dealing
with these challenges, and with changing customer behaviour, continually weigh
up benefits versus costs, apply our learnings and focus our activities. For Wholesale
Banking this means deepening our relationship with our core clients. In Retail Banking
it means focusing on using and reusing existing ING apps and modular components to
drive scaling and speed of delivery.
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The introduction in 2020 of our first global tagline “Do Your Thing” moved the ING
brand another step closer to looking, sounding and feeling the same everywhere. It
articulates ING’s purpose. We want to make banking frictionless, removing barriers to
progress and giving people confidence in their ability to move forward.

Our strategy on one page

Think Forward
ING’s purpose is empowering people to stay a step ahead in life and in business. Our
Think Forward strategy promises customers we will make banking clear and easy,
anytime anywhere, empower them to make informed financial decisions and keep
getting better. Where our purpose guides us, the strategic priorities set out in our Think
Forward strategy help us to focus on the elements we need to be successful.
These strategic priorities are: earning the primary relationship, mastering data, being
innovative to serve changing customer needs, and developing new services and
business models beyond banking. We achieve this by simplifying and standardising
our products and processes, being operationally excellent, enhancing our performance
culture and expanding our lending capabilities. These are the enablers for executing on
our strategy.

ING Luxembourg Annual Report 2020
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How we make a difference
As a bank, we have a role in promoting and supporting economic, social and
environmental progress. We want to help create a healthy planet with prosperous
people. Our approach is inclusive and collaborative: working with others to ultimately
make a bigger impact.
As well as helping customers and communities navigate the effects of the coronavirus
crisis, we believe that two areas where we can have the biggest impact are climate
change and financial health. We believe that we can act as a catalyst for positive
change in these areas through our financing decisions, by sharing our knowledge and
through our innovation skills.
ING’s biggest contribution to society is through our business: by fulfilling our function
as a bank to process payments, provide loans and other financial services, and keep
customers’ money and their data safe and secure. We also have an important role in
helping to prevent the financial system from being misused for crimes such as fraud,
money laundering and tax evasion. With the migration to digital and mobile banking,
operational and cybersecurity resilience remain absolute priorities. We need to ensure
that our networks are safe and secure for customers and employees, especially when
they are accessed remotely

ING Luxembourg Annual Report 2020
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How we create value
What we do

Output
Customers

Purpose

Empower people to stay a step
ahead in life and in business

Creating a customer experience that is personal,
easy and smart

Impact and SDG contribution
Safe, secure & compliant
Keeping ING safe, secure and compliant by countering
financial economic crime and cybercrime

49% of our clients choose ING as their main bank

continuous training and awareness of staff

EUR 8.7 billion in loans to clients

r einforced Safe Business Office team and network of
associates

system availability of My ING and My ING pro was 99.8%

KYC monthly dashboard grouping main controls in AML/CFT

Prosperous people
Promote respect for human rights and develop products, tools and research to improve people’s financial health

ING serves over 130,000
individual customers,
as well as small and
medium-sized businesses
up to multinational
corporations and
financial institutions

Promise

We make banking clear and easy,
available anytime and anywhere
and we keep getting better.

ING Luxembourg Annual Report 2020

Enabling businesses to grow and thrive

Empowering people to make better
financial decisions

My Money financial blog to empower readers
volunteering for the Money Week of ABBL and the Fit for Life program of Jonk Entrepreneuren
 e participated in the Covid-19 relief efforts of the ABBL (payment holidays) and the Luxembourg Government guaranteed
w
loans program

Climate action
Steering our financing to meet the well-below two-degree
goal of the Paris Climate Agreement and managing the risks
associated with climate change
 uxFLAG renewed for one year the “ESG” label for our
L
ING Aria Sustainable Bonds investment fund and Febelfin
awarded it the label “Towards Sustainability”

Employees
Provide a differentiating experience that keeps employees
motivated and engaged

Contributing to the transition of a lowcarbon economy

 6% of employees state they enjoy their work (OHI Pulse
7
survey November 2020)
80% of employees working remotely
almost 2,000 Kudos given by employees to employees
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3 Data and key figures 2020
Who are we?
ING Luxembourg belongs to ING Group, a global financial institution with a strong
European base, offering banking services. Our customers are at the heart of everything
we do.

Highlights of 2020
T
 he number of customers is 134,000; 49% of our customers choose ING as their
primary bank.
C
 ustomer experience quality remained high with an NPS® that reached +41 for
private banking customers and +12 for retail banking customers.
E
 xpanded digital features on the My ING app boosted adoption rates to 86% of our
customers.
C
 ontinued commercial momentum in all business lines delivered an underlying net
result (after taxes) of EUR 89 million.
I nvestment in the environment: LuxFLAG and Febelfin’s “ESG” labels have been
renewed for our flagship ING Aria Sustainable Bonds fund.
In 2020, despite the low interest rate environment, growing constraints on nonfinancial risks and the impact of the coronavirus pandemic, ING Luxembourg has
managed to stabilise its customer positions to ensure steady revenues.

ING Luxembourg Annual Report 2020
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Total balance sheet

EUR 18.1 billion
Stable compared with 2019.

Customer lending

EUR 8.7 billion

Underlying net result

EUR 89 million

Income

EUR 293 million

In a very complicated economic environment due in

Revenues down slightly (-17 EUR million) compared

particular to the health crisis and the constant pressure
on interest rates, ING Luxembourg posted good results
that were very close to the budget forecast for 2020.

to the previous year, largely due to the pressure on
interest rates.

Customer deposits

CET1 solvency ratio

EUR 15.9 billion

21.06%

Outstanding customer loans remained stable compared
to the previous year. ING Luxembourg was unable to
develop its portfolio of customer loans as expected due
to the Covid-19 health crisis

Deposits increased slightly compared with the previous
financial year.

Largely meets the regulatory threshold of 8.90%.

Customers

Mobile-first approach

Employees

+2.2%
134,000 customers put their trust in us in 2020.
Customer experience remains one of ING’s main drivers:
of the customers surveyed in the NPS® survey, 71%
had already recommended us to their family and
friends
ING Luxembourg Annual Report 2020

86% digital adoption
86% of customers have adopted our digital solutions
thanks to the promise we made to them: to continue to
improve by offering a different, innovative and secure
experience, enabling them to manage their finances
more easily, available everywhere any time

874 employees overall
Our performances are the result of the passionate
work of all our teams, which develop new products and
services so that our customers can stay a step ahead
both in life and in business.

11

Contents

Activity report

Management report

Report of the Statutory Auditor

Annual accounts

Data and key figures 2020

Awards obtained in 2020
ING Luxembourg won the “Employer Brand Strategy Award”.
L
 uxFLAG’s “ESG” certification for the ING Aria Sustainable Bonds investment fund
was extended for one year.
T
 he ING ARIA Sustainable Bonds Fund was awarded the new “Towards
Sustainability” label developed at the initiative of the Belgian Federation of the
Financial Sector “Febelfin”.
I NG Luxembourg won the award for the Best Private Bank in Luxembourg at the
twelfth Global Private Banking Awards 2020 organised by Professional Wealth
Management and The Banker.
I NG was named TOP Employer 2020 for the second year.
I NG Luxembourg was awarded the “Happy Trainees” label for the seventh
consecutive year.
I NG won the “CSR Initiative of the Year Award” at the Luxembourg HR Awards
ceremony.

ING Luxembourg Annual Report 2020
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Bodies of the bank

4 Bodies of the bank*
Board of Directors

Guy BENIADA
Vice-Chair
Corporate director,
Annecy

Colette DIERICK
Member
Managing Director

Anne CANEL
Member
Managing Director of HLD
Associes Europe

Executive Committee

Audit & Risk Committee

Colette DIERICK
Chair
Chief Executive Officer
Authorized manager

Guy BENIADA
Chair
Vice-Chair of the Board of Directors

Philippe GOBIN
Chief Financial Officer
Authorized manager
Bernard LHERMITTE
Chief Operations Officer
Authorized manager
Vincent VERMEIRE
Chief Risk Officer
Authorized manager
Damien DEGROS
Head of Wholesale Banking
Associated member

Hubert CLASEN
Member
Chairman of Caves
Bernard-Massard,
Luxembourg

Alex SCHMITT
Member
Attorney-at-law,
Luxembourg

* Situation as of 31 December 2020

ING Luxembourg Annual Report 2020

Philippe WALLEZ
Member
Managing Director of ING
Belgium, Bruxelles

Sandrine DE VUYST
Head of Private Banking
Associated member

Anne CANEL
Vice-Chair
Member of the Board of Directors

Nomination & Remuneration
Committee
Hubert CLASEN
Chair
Member of the Board of Directors
Guy BENIADA
Member
Vice-Chair of the Board of Directors

External auditor
KPMG Luxembourg

Frédéric KIEFFER
Head of Retail Banking
Associated member
Delphine BERLEMONT
Head of Human Resources
Associated member
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5 Our people
Our company places people at the heart of its strategy. In a sector that is constantly
changing, ING’s employees are also developing in order to acquire the skills and
capabilities necessary to commit to a digital future. To attract and retain talent, we
strive to offer our employees a distinctive experience and an exciting workspace that
fosters collaboration, innovation and personal development.
In the face of the Covid-19 crisis, we adapted our IT systems and processes to allow
since mid-March everyone to work from home in mid-March. We have kept our
employees’ safety and health at the heart of our decisions. The results have been
to maintain or even strengthen our ties with our employees via digital means.
These new working habits have become strengths on which we can build the future.
The implemented measures, combined with the enthusiasm and resilience of our
employees, enabled us to manage this crisis while keeping our employees in their jobs.
At the same time, strengthening our digital skills is essential to achieve our “Think
Forward” strategy, without neglecting traditional banking services. The most important
thing is to be able to count on motivated people, our employees, who are ready to go
the extra-mile to make the difference.
Everything we do at ING is guided by the values and behaviours on which our work
depends: our “Orange Code”, in which integrity is the first principle. Our policy is not
to ignore, tolerate or excuse behaviour that does not correspond to the values of the
“Orange Code”. Failures could expose our customers to risks, damage public confidence
and harm our reputation. This is why integrity is the central pillar of our culture.
Each ING staff member is responsible for complying with the “Orange Code”. We
assess our employees against the behaviours described in the “Orange Code” as part

ING Luxembourg Annual Report 2020

14

Contents

Activity report

Management report

Report of the Statutory Auditor

Annual accounts

Our people

ING is recognised worldwide as one of the best employers. In 2020, ING obtained the
“Top Employers Institute” certification in Luxembourg, as did ING in Spain and France

> 55

8%

50 - 54

18%

45 - 49
40 - 44

19%
15%

35 - 39

14%

30 - 34

14%

< 30

12%

> 24

13%

20 - 24

17%

15 - 19
10 - 14

7%
13%

5-9

13%

1-4

31%

<1

6%

43%

32%

13%

SENIORITY

In 2020, we conducted an “Organisational Health Index” (OHI) survey in May and
November, an indicator that measures an organisation’s health against a global
benchmark of 1,900 companies. Half of our employees participated (54% in May,
49% in November). The conclusions of this study enabled us to identify areas for
improvement and to implement action plans to address them. In addition, in the
context of the Covid-19 crisis, and in order to measure the well-being of our employees,
we carried out an additional survey, first on a weekly and then on a monthly basis.
The answers to these questions have enabled us to better target our actions and
communications to employees specifically to this particular situation.

Headcounts as of 31/12/2020 : 874

AGE

of the performance management process. All new hires receive a presentation on
the “Orange Code” through an online training module that explains ING’s culture and
working methods as well as its expectations from its employees. With an in-house
digital tool, employees can recognise their colleagues’ behaviour by sending them
“kudos” or virtual thanks.

48 %

12%

874

52 %

PART TIME 20%
17%

3%

Donner un Kudos
Notre outil de feedback

1 900 Kudos donnés

ING Luxembourg Annual Report 2020
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6 ING in society
ING is a global financial institution. As such, ING has both the means and the
responsibility to drive economic development, steer our society towards social progress
and help preserve our natural heritage.
We strive more than ever to provide our customers, individuals and businesses alike,
with an innovative and differentiating experience as well as the means to take on
today’s challenges. And there are many.
So we, at ING, choose to be more than a bank. We make it our duty to be our
customers’ partner in life and in business, guide and assist them in keeping up with our
moving society and playing their part in guaranteeing the future.

Sustainability
Climate change and everyone’s financial health have become crucial issues. As a
financial institution, we have a responsibility to be accountable both to our customers
and to society as a whole.
Being responsible is not just about reducing our own impact. It is about being
responsible in all our actions as an investor and creditor as well as in the services
offered to our customers. That is why acting sustainably is at the heart of our strategy,
especially by incorporating sustainability criteria into both our lending and the
selection of products offered to our investor customers. As proof of this, we have been
awarded the prestigious Environmental, Social, and Governance (ESG) label by the ASBL
LuxFlag for our ING Aria Sustainable Bonds funds.
Financial health is one of the greatest challenges of our customers. Thanks to our
innovative tools and the sharing of our skills and research, we can help them, as well

ING Luxembourg Annual Report 2020

as society, in their financial management. Our conferences on sustainable finance are
concrete examples.
As a bank, we consider financial education to be an asset for everyone. With this aim
in mind, we regularly publish the results of international studies conducted by ING as
well as certain studies conducted by other institutions on our “My Money” blog (ing.
lu/mymoney) and on other platforms, such as our social media. We also actively
participate in the ABBL’s “Woch vun de Suen” and “Zuumer Academy” initiatives as well
as the “Fit for Life” programme of Jonk Entrepreneuren, all in order to initiate young
people, as well as the more informed people, into the world of finance.
As a member of our society, we continue to believe in the importance of the concrete
role that we can play. In 2020, we maintained our initiatives to significantly reduce our
ecological footprint. Once again, we received the “SuperDrecksKëscht” label, and we are
positively concluding our commitments as a signatory of the “Zero Single-Use Plastic”
manifesto. We cannot emphasise enough how meaningful this step is and how critical
it is for every one of us to contribute to the creation of a safer and more sustainable
world: let’s all be agents of change.
All this is in addition to the charitable events in which we have participated because
they are fully aligned with our values. The key elements of this programme are: a EUR
20,000 donation for the Epiceries Sociales of the Red Cross in the midst of the health
crisis and our “Together Against Covid” programme involving all our employees aiming
to support our partner for more than 15 years, UNICEF Luxembourg, with more than
EUR 25,000 donated.
Lastly, we participated in awareness initiatives throughout the year. We lit up our
buildings in orange to mark our opposition to violence against women during our
Orange Week and in blue for World Children’s Rights Day. We donated our old screens
16
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to keep these devices in the circular economy. We organised a theatrical performance
to celebrate Diversity Day. All these events complement our long-standing efforts to
promote our own employees’ well-being and personal development through “Lunch
& Learn” and “Lunch Passion” discussion groups, regular health check-ups at the work
place, sporting activities between employees and other comparable actions.
The continuation of our global actions and the widespread commitment of our
colleagues despite the health crisis and working from home was recognised by the
“CSR Initiative of the Year” award. We are proud of this, and we are committed to
developing even further in this direction.

We also partnered with Rockhal and Rocklab in order to give visibility to all Luxembourg
artists and musicians who were suffering from a dire need of contact with the public.
From this collaboration, the “Rocklab Pop-up Sessions” project was created, a series of
quality videos of live performances by Luxembourg artists in iconic and unusual places
in Luxembourg. The videos are then disseminated on all the social network sites of the
three partners.
Finally, our company and our employees remained very active through their
involvement in various actions in favour of charitable associations (UNICEF, the Cancer
Foundation, etc.) or to promote diversity (Female Day, Luxembourg Pride Week, etc.).

Sponsorship
2020 remains an exceptional year with the pandemic changing everyone’s daily lives.
Since March, in order to ensure the safety of our customers and employees,
we decided to suspend all in-person events. We focused our efforts on digital
communication.
During spring, our employees were honoured with the “Do Your Thing at home”
campaign. We wanted to show how they were able to adapt while continuing to serve
our customers from home.
We also continued to inform our customers through numerous webinars organised
in collaboration with other ING Group entities and partnerships in the Luxembourg
landscape such as Maison Moderne, LuxFLAG and ALFI.
The cultural sector, which suffered from this situation, was able to rely on our
continued support. The exhibition of the Luxembourg artist Sophie Jung at Casino
Luxembourg was able to take place as planned.

ING Luxembourg Annual Report 2020
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ING branches in the Grand Duchy of Luxembourg

7 ING branches in
the Grand Duchy of Luxembourg
Luxembourg City
Registered office 	26, Place de la Gare, L-1616 Luxembourg
Grand-Rue	42, Grand-Rue, L-1660 Luxembourg
Cloche d’Or	14, rue Robert Stumper L-2557 Luxembourg
Kirchberg	18, rue Edward Steichen, L-2540 Luxembourg

+352 44 99 60 40
+352 44 99 63 10
+352 44 99 65 90
+352 44 99 69 00

District of Luxembourg
Strassen	104, route d’Arlon, L-8008 Strassen
Esch-sur-Alzette	41, rue d’Alzette, L-4011 Esch-sur-Alzette
Belval
1, avenue du Swing, L-4367 Belval
Dudelange	4, rue de la Libération, L-3510 Dudelange
Differdange	1, avenue de la Liberté, L-4601 Differdange
Rodange	1, route de Longwy, L-4830 Rodange
Mersch	8, avenue G.-D. Charlotte, L-7520 Mersch

+352 44 99 78 50
+352 44 99 74 00
+352 44 99 62 00
+352 44 99 72 00
+352 44 99 70 00
+352 44 99 77 00
+352 44 99 76 00

District of Diekirch
Ettelbruck	17, Grand-Rue, L-9050 Ettelbruck
Diekirch	1, place Guillaume, L-9237 Diekirch
Wiltz	6-7, avenue G.-D. Charlotte, L-9515 Wiltz
Weiswampach 	21, Gruuss Strooss L-9991 Weiswampach

+352 44 99 75 00
+352 44 99 71 00
+352 44 99 80 00
+352 44 99 79 00

District of Grevenmacher
Echternach	10, place du Marché, L-6460 Echternach

+352 44 99 7300

ING Luxembourg Annual Report 2020
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Preamble

MANAGEMENT REPORT
1. Preamble

Emerging in China at the very end of 2019, the Covid-19 health crisis spread to the
rest of the world in early 2020. To date, the American continent represents 44% of
the cases identified, followed by Europe (34%) and South East Asia (12%). Taken
individually, the United States, India and Brazil have the largest number of infected
people. In Europe, Russia, the United Kingdom, France, Italy, Spain and Poland were the
most affected countries.
As at 10 March 2021, the WHO’s official count reported 2.6 million deaths and 117
million infected people.
Since the first quarter of 2020, in order to prevent the spread of the virus, many
countries made decisions to lock down their populations, reducing consumption and
thus economic activity. The OECD expects a decline in global world’s GDP of 4.2% and
a Eurozone recession of 7.5% in 2020 (including Germany -5.5% and France -9.1%).
Governments and central banks have quickly taken measures to support the economy,
by cutting interest rates as well as providing financial support to companies in difficulty
and individuals. However, these measures remain very different from one country to
another.
The Covid-19 crisis created significant volatility on the financial markets with a global
equity markets crash in Q1 2020, which nevertheless gave way to a return to initial
levels by the end of 2020. The observations obviously vary tremendously depending on
the business sector.
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ING Luxembourg took steps to curb the spread of the virus by abiding as much as
possible with physical distancing and teleworking measures, alternating between total
teleworking and office work/teleworking periods, in an effort to protect the health of its
employees. In accordance with the CSSF’s requirements, teleworking was favoured. For
employees who must come to the office for service obligations, measures have been
taken to protect them as much as possible by installing plexiglas in the open-spaces,
staggering workstations and providing masks and hand sanitizer.
The Board of Directors was very quickly informed of the consequences of the pandemic
for the Bank and the measures taken by the management to respond to the situation.
Thus, after the Board of Directors meeting on 25/03/2020, which was an opportunity
for an initial review of the situation, another Board meeting was held on 27/04/2020
to present the forecasts of the impact of the pandemic on ING Luxembourg’s financial
situation. In general, ING Luxembourg has shown great resilience to the Covid-19 crisis
in 2020. For income, the main impact involving a margin loss due the drop in USD and
GBP rates could be offset by an increase in the margin in EUR, as well as an increase
in fees. The additional costs linked to the pandemic were offset by lower spending on
other types of costs. Finally, the cost of risk doubled, but is still at a very reasonable
level for the sector.
2021 expectations remain fairly close to the pre-crisis forecasts, but the situation
continues to be monitored very carefully, and the Board of Directors is regularly
updated.
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2. Financial results
2.1. Balance sheet
ING Luxembourg’s balance sheet was stable in 2020 at EUR 18.1 billion, with an
increase of EUR 0.2 billion compared to 2019. However, significant changes can be
observed in the various balance sheet items.

2.1.1. Assets
The “cash, credit balances with central banks and postal cheque office” position
decreased by EUR 1.2 billion in favour of interbank receivables, which increased by EUR
1.4 billion, both in on current accounts (+EUR 0.6 billion) and other receivables (+EUR
0.9 billion). Indeed, in 2020 the Bank decided to place its deposits in GBP directly with
the banks of ING Group rather than carrying out EUR /GBP FX Swaps, which consisted
of exchanging GBP deposits against EUR and subsequently depositing them with the
Central Bank of Luxembourg. This also applied to USD deposits, but to a lesser extent.
Customer loans and advances rose by EUR 0.2 billion, or 2.2%. ING Luxembourg was
unable to develop its portfolio of customer loans as expected due to the Covid-19
health crisis. Mortgage loans, a key product of the institution, grew by EUR 0.2 billion,
although the speed of growth decreased. On the other hand, Wholesale Banking’s
lending activity has been particularly affected by the pandemic. The slowdown in
the economic activity of some major customers means that the Trade Receivables
Purchase Program (TRPP), which consists of financing part of customer’s receivables,
could not grow as much as expected. The increase in outstanding on the “Capital Call”
product could not offset this lack of volume. The Business Banking segment, which
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includes SME customers, shows stable outstanding. These customers have been
particularly affected by the Covid-19 crisis (refer to «Covid-19» section).
As for the Private Banking segment, outstanding decreased slightly due to the first
maturities of contracts, as this segment began its lending activity about 5 years ago.
Bonds and other fixed-income securities decreased by EUR 0.3 billion between 2019
and 2020, mainly due to securities held by non-public issuers. While some securities
have matured and others have been redeemed, new investments have been made.
Shares and other variable-income securities, equity interests and shares in affiliated
companies were stable between 2019 and 2020.

2.1.2. Liabilities
Interbank debts rose by EUR 0.2 billion as a result of deposits up in EUR, compared to a
decrease in USD deposits.
Client deposits stabilised at EUR 15.9 billion. Savings accounts as well as deposits with
agreed maturity dates or periods of notice have decreased in an environment of ultralow or even negative interest rates. Despite a pricing policy in line with the market
environment, the Bank is not seeing a decrease in these deposits.
Debt securities were stable between 2019 and 2020, with a position of EUR 0.5 million.
The subordinated loan fell slightly due to changes in exchange rates. This loan has a
nominal value of USD 0.2 billion.
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2.1.3. Covid-19
ING Luxembourg participated in the programme put in place by the Government
of Luxembourg to help the country’s economic actors during the pandemic. The
measures consisted of proposing 6-month moratoriums and new loans with a State
guarantee. ING Luxembourg therefore accepted moratoriums, the maximum level for
which was reached in July 2020 with outstanding of EUR 251 million, most of which
were for SME customers. As for State guaranteed loans, the Bank granted 45 lines of
credit totalling EUR 12 million. In addition to these measures and for customers who do
not fall within the scope defined by the Luxembourg State, ING Luxembourg granted 16
new loans for a volume of EUR 9 million.

2.2. Profit and loss account
In 2020, ING Luxembourg generated net income of EUR 89.1 million, down 12%
compared to the previous year. This decrease is explained in particular by a decline in
income.
The interest margin decreased by EUR 25.9 million, mainly due to a sharp slowdown in
FX Swap activity (-EUR 40.1 million), offset on the one hand by an increasing invoicing
of customer deposits in euros, less interest paid for debts with agreed maturity dates
or periods of notice (+EUR 7.6 million) and an increase in lending activity (mortgage
loans and capital calls) of +EUR 1 million. In its interbank business, ING Group’s
entities decreased its USD deposits from Group entities by more than 60%, resulting
in an improvement in net margin of EUR 18.5 million. The drop in benchmark rates
in USD and GBP in March 2020 impacted the Bank’s results. Thus, despite an average
outstanding amount in GBP deposited with ING Group’s entities that was higher than in
2019 (+70%), the margin decreased by EUR 1 million for this currency.
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In 2020, net fees increased by EUR 6.9 million, or 8%. The various business lines were
able to increase account management fees and transfer fees during the second half of
2020. Securities activity increased in 2020, supporting the increase in fees.
Income from financial transactions increased by EUR 1.6 million.
Staff costs increased by EUR 2.1 million due to the indexation of wages in 2020 and
that was partially offset by savings related to the health crisis. During the lockdown,
classroom training was replaced by less expensive online training. Other administrative
costs increased by EUR 1.6 million, of which EUR 3 million came from an increase in
top-ups and costs invoiced by the parent company. Investments to respond to the
Covid-19 pandemic (teleworking, licensing, communication costs, purchase of hand
sanitizer, plexiglas, etc.) were mitigated by a reduction in marketing expenses
(-EUR 1.6 million).
Other operating charges posted an increase of EUR 1.8 million mainly due to a growth
of regulatory costs for the Single Resolution Fund and the Deposit Guarantee Scheme.
With a total of EUR 4.8 million, value adjustments on loans and advances and value
readjustments on loans and advances decreased by EUR 7.4 million compared to 2019,
due in particular to the lack of flat-rate provision, offset by an INSFA increase of
EUR 1.8 million.

2.3. Return on assets
The return on assets as defined by Article 38.4 of the amended law of 5 April 1993 was
0.49% in 2020.
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3. Future developments

ING Luxembourg currently operates in a difficult environment with ultra-low interest
rates and economic uncertainty related to the Covid-19 crisis. The Bank will strengthen
its ties with existing customers and develop the share of customers for whom ING
Luxembourg is their primary bank. Among other things, the aim is to achieve crossselling. The Bank’s objective is to develop its outstanding loans and securities in
order to ensure a high level of income. As such, the development of the mortgage
portfolio as well as the conversion of customer deposits into securities deposits are still
important business areas. The application of negative interest on deposits in EUR and
GBP for wholesale banking customers will support revenues.

The Board of Directors proposes the following allocation to the General Meeting:
Result brought forward

EUR 30,832

Result for the financial year

EUR 89,070,217

Distributable profit

EUR 89,101,049

Payment of a dividend of EUR 27 per share

EUR - 40,301,253

Reserve for wealth tax

EUR - 16,577,016

Carried forward

EUR 32,222,780

Operating costs must be contained in order to absorb any increase generated by
the indexation of wages, Covid-19 health measures, the continuation of Know Your
Customer (KYC) actions and investments in the Bank’s IT infrastructure. Meanwhile,
provisions for doubtful debts are expected to remain under control.

5. Events after the balance sheet date

4. Allocation of result

6. Buyback of own shares

Distributable income in respect of the 2020 financial year totalled EUR 89,101,049, i.e.
EUR 89,070,217 in 2020 net income, plus EUR 30,832 in result brought forward of 2019.

There are no significant events to report.

During the financial year, the Bank did not buy back any of its own shares.

7. Research and development activities
During the financial year, the Bank did not carry out any such activities.
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8. Branches

During the financial year, the Bank did not set up any branches.

9. Developments in the Bank’s main
business lines
9.1. Wholesale Banking
Despite the health crisis, Wholesale Banking posted a satisfactory performance in
2020. The result was strongly influenced by the evolution of currency rates (especially
for USD and GBP).
The review of activities at the risk level remains a strategic issue. The objective is to
build a model of banking activities that provides support to companies and institutions
based in Luxembourg while ensuring strict compliance with a secure environment
based on Luxembourg’s legal framework and with the risk appetite within ING Group.
In terms of lending activity, 2020 was marked by the Covid-19 health crisis. After an
increase in outstanding in the second quarter, a decrease was observed from the third
quarter. At the end of the year, loans for funds showed stability, while corporate loans
and financing related to the TRPP activity were down.
Finally, the results of the NPS® satisfaction survey were positive. They demonstrate
the quality of ING experts, describing them as accessible, empathetic, competent and
creative.

ING Luxembourg Annual Report 2020
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9.2. Wholesale Banking - Financial Markets

The regulatory context will continue to have a considerable impact on the services
offered to customers.

The mission of Financial Markets is to help its customers manage interest rate and/
or foreign exchange volatility risks by providing interest rate and/or foreign exchange
hedging solutions. It is organised to provide tailored solutions to sometimes very
complex problems involving financial market risks to which the Bank’s customers want
to be exposed or from which they wish to protect themselves, as the case may be.

Furthermore, the Covid-19 health crisis is still likely to impact activity, particularly in
terms of outstanding loans and daily transactions.
Against this backdrop, Wholesale Banking will remain driven by four areas of focus in
the coming years.
First, consolidating the secure and robust framework on which banking activities can be
developed in accordance within the risk appetite defined, while integrating the various
regulations (DAC6, etc.) and ING Group’s guidelines.
Secondly, maintaining the motivation and engagement of employees.
Then consolidating the portfolio of existing customers by developing cross-selling,
improving “customer intimacy” and continuing to improve customer satisfaction by
developing financing activities that contribute to the preservation of our environment.
Lastly, based on our daily contacts (most of which have been virtual since Covid-19),
guaranteeing quality service to customers based on an approach that combines
electronic solutions with a personal contact. It should be noted that the health crisis
has fundamentally altered our way of communicating and working through digital
tools.
These strategic areas should make it possible to achieve satisfactory performance both
in terms of the customer experience and in terms of financial results.

Various specialists are gathered and share their skills to propose solutions for each
particular case, mainly:
T
 he Sales activity: salespeople remain the point of entry to the trading room for
customers. They provide solutions that allow businesses to hedge their risks linked to
changes in interest rates and exchange rates.
T
 he Forex (FX) department: professionalism and expertise make it possible to manage
macroeconomic and microeconomic changes, including handling everyday foreign
exchange risks in order to achieve the budget. Various political and economic events
led to increased market volatility. Monetary policy decisions by central banks also
influenced these activities. The results achieved by this department were once again
excellent in 2020.

9.3. Retail Banking
In Retail Banking, we serve customers in the following segments:
“ Private Persons”, consisting of resident, crossborder resident and non-resident
individuals with accounts holdings of less than EUR 1 million in assets on their account;
“ Retail Companies”, consisting of companies and self-employed persons with revenue
of less than EUR 7.5 million;

ING Luxembourg Annual Report 2020
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“ MidCorp”, consisting of companies and institutional customers with revenue between
EUR 7.5 and EUR 250 million.
We have a network of 16 branches, a Contact Center and four specialised Business
Teams supporting the branch advisors to optimally meet the constantly changing
expectations and needs of our customers.
In order to better serve our local professional customers, in January 2020, we created
the Business Banking segment. This segment is made up of companies, self-employed
persons and Mid-Corporates. We were able to develop synergies with the branches,
which are on the front lines.
Regarding our offering, as a universal bank, we provide our customers with a range of
products in daily banking, investments or loans.
Commercial achievements were solid in 2020. Despite the persistently low interest
rate environment and the Covid-19 health crisis, we managed to maintain the 2019
revenue level, thanks to a positive development of customer outstanding, loans being
the largest contributor.
Risk management and the rigorous documentation of customer files remain key
objectives. In 2020, our central team (Business Risk Team) conducted a review of more
than 13% of all the files that make up the entire Retail portfolio.
Finally, customer satisfaction based on the quality of the services we offer and the
development of our employees remained central concerns, and we provided our
employees with numerous training courses on both commercial and regulatory topics
throughout 2020.
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2021 Outlook
Ensuring a safe business that complies with regulations will remain a central focus
of our attention in 2021. In this context, we will continue our process of centralising
administrative tasks and monitoring files. We are convinced that this is the best way
to be able to standardise and continue to increase quality and response times for our
customers by freeing up “sales” time for employees in direct contact with customers.
The future consequences of the coronavirus crisis are still difficult to quantify, either in
terms of the assets of our individual customers or the business of companies. We will
therefore make every effort to support our customers and find solutions both for them
and to perpetuate our business.
Alongside the “safe business” aspect, the customer must remain at the centre of
our concerns. We will therefore completely review our sales organisation by focusing
on our customers and their needs. This will involve redesigning the teams, but also
working on accessibility for our customers.
From a more technical point of view, several IT projects will be either launched
or finalised to leverage the ING Group’s tools and solutions both in terms of risk
management and customer functionalities to ensure the sustainability of our local
business at a moderate cost.
Finally, we continue to believe that the training of our employees is an essential
competitive advantage to serve them well and comply closely with all banking
regulations. In addition, due to the technical nature and diversity of our business, we
have a large training programme for all Retail Banking employees.
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9.4. Private Banking
The expertise of Private Banking (PB) is based on advisory and discretionary
management, credit offering and financial planning support. In 2020, our teams
continued to actively seek to offer quality tailor-made service for the financial,
administrative and wealth management of our existing customers and when acquiring
new customers.
In 2020, we achieved very good results in an exceptional and complicated year
that was heavily impacted by the coronavirus pandemic. We managed to exceed
expectations in terms of income while maintaining good cost control.
Know Your Customer is at the heart of our concerns and enables us to guarantee
adequate service. An in-depth analysis of the files was carried out throughout the year
thanks to the rigorous monitoring put in place (execution and quality) and the good
coordination and flexibility of the teams.
Due to the emergence of Covid-19 around the world, the year was characterised by
an extreme volatility of the stock market. After a low point in March, the concerted
response from governments gave investors sufficient visibility to allow for a
phenomenal stock market rebound from which our portfolios largely benefited, since
we had maintained our exposure unchanged. The management team performed well
compared to the benchmark both in discretionary management (not as well for TAM)
and in advisory management.
At the same time, the fund activity expanded considerably by the launch of ING Select
funds and a new Belgian ING UCITS sub-fund (B) Collect Patrimonial Conservative,
intended for wealthy private banking customers.
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We continue to increase the proportion of our sustainable investments (ESG-type
instruments) in all the products we offer to our customers, whether in ING Aria Lion
or in our discretionary management and advisory solutions. ESG criteria are now an
integral part of our decision-making process.
Our strategic objective is to increase the proportion of our credit portfolio. We provide a
range of lending solutions that meet the needs of private banking customers, including
financing a secondary residence abroad, small bridging loans or the pledging of
securities that can be used for other investments or liquidity needs. All credit offers are
secured by liquid assets such as negotiable securities or investment portfolios. We also
have a team of wealth planning specialists who support our salespeople in order to
meet the needs of this specific customer base.
Our management company, ISIM, grew strongly again this year, mainly characterised
by the launch of 2 new funds: ING Select Fund, a Dutch fund with 23 sub-funds, and
ING World ICAV, an Irish fund with 7 sub-funds, as well as the launch of additional subfunds in our existing structures.
Because customer satisfaction is essential, we must develop our employees’
experience both at the commercial and regulatory levels. Therefore, all private
banking employees are continuously trained to give our customers the know-how to
guide them through the various portfolio management, lending and estate planning
solutions.
This tailor-made customer service is naturally rounded out by a constantly evolving
digital offer, allowing our customers to remain a step ahead.
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2021 Outlook
In 2021, Private Banking aims to pursue this strategy and to continue offering
services both in loans and advice on investment and asset management to meet the
increasingly international needs of our (U)HNW customers.
In a demanding regulatory environment, Private Banking will continue to focus on risk
management through in-depth knowledge of its customers in order to ensure a safe
and compliant environment as well as the sustainability of our business.
Significant IT investments in internal tools or in collaboration with ING Group will be made
in order to make our processes more efficient and to improve customer experience. The
consequences of the current crisis on our customers are currently difficult to measure,
but we will be attentive to provide them with the best support possible.
Finally, to enable our employees to provide a service of the highest quality to all our
customers while ensuring effective risk management and compliance with regulations,
we will continue to offer them a wide range of training programmes throughout the year.

9.5. Group Treasury
Group Treasury (GT) handles liquidity and solvency management in a single
division. Group Treasury receives the risks of commercial activities according to
the management principles put in place. GT manages all balance sheet risks: daily
operational management, strategic advice, cash management, liquidity management,
long-term financing and solvency and capital management.
The mission of this department is primarily the careful management of liquidity, capital
and solvency, taking every available measure to support the commercial strategy
of the segments. This role concretely leads to the advice provided to the Executive
Committee. Management includes baseline and interest rate risks, long-term and
ING Luxembourg Annual Report 2020

short-term funding profiles and securities portfolio maintenance. Capital management
is more strategic with the aim of providing sufficient capital to support commercial
ambitions while respecting ING Group’s regulatory obligations and global policy. Group
Treasury’s results are primarily due to the effective management of money market
and funding by using foreign exchange opportunities, active management of interest
rate risk within the imposed limits and a bond investment portfolio. Group Treasury
Luxembourg works closely with other Group Treasury teams in the functional structure.
Group Treasury Luxembourg’s systems and practices are aligned with those of
ING Group.
ING Luxembourg has found assets permitting the use of Wholesale Banking customers’
deposits. Nevertheless, a large part must be deposited with the Luxembourg Central
Bank for regulatory liquidity reasons. Group Treasury pays particular attention to the
behaviour and stability of these deposits, which represent a large proportion of the
balance sheet liabilities. This is monitored closely, requiring close collaboration between
the functions that organise settlements (Financial Markets Support), Payments,
Wholesale Banking and Group Treasury.

10. Risk management objectives and
strategies

Regarding risk management, the strategy adopted by the Bank is determined by the
standards of ING Group, while also ensuring that local requirements are met, whether
they are imposed by international regulations or rules specific to the Grand Duchy of
Luxembourg.
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ING Group’s strategy in risk management requires ING Luxembourg to organise
its departments along three lines of defence. The first is provided by departments
with direct (sales departments) or indirect (operational departments) contact with
customers. The departments forming the first line of defence carry out checks on
customers, both at the beginning and during the relationship, and on all transactions
performed on their behalf.
The second line of defence is provided by the support functions: finance, risk
management and human resources. The main role of the second line of defence is to
ensure that the Bank’s financial statements present a true and fair view, and to this
end, it helps the first line identify its risks, proposes control methods, defines risk limits
for and in collaboration with the various business lines, and ensures that the risks
ultimately accepted remain strictly within these limits.
Lastly, the internal audit department makes up the third line of defence. Its role is to
verify that the first two lines operate in accordance with the governance and standards
stipulated by the ING Group and the national and supranational regulators.
The Bank’s various departments therefore play different roles in risk management
depending on which of the three lines of defence they belong to. As a whole, all these
roles, their interaction and cohesion form the basis for the Bank’s system of internal
controls required to manage its risks.
ING Luxembourg’s top strategic priority for 2020 was “conducting safe and compliant
business”, which is based on a strong risk culture throughout the company. The focus
on non-financial risk continued, including KYC, GDPR, MiFID2, Market Abuse Regulations,
as well as the Enterprise Risk Management program, the Sourcing and IT Within Risk
Appetite projects, and the strengthening of the three lines of defence. With regard to
financial risk, ING Luxembourg continued its approach to credit risk models. In addition
ING Luxembourg Annual Report 2020
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to the impacts of TRIM, Basel IV and DoD on Credit Risk Weighted Assets and Interest
Rate Risk in the Banking Book, the review of the two local credit risk models continued
throughout the year.

10.1. Composition of the risk management department
The various risk management functions have been centralised under the management
of a single member of the Executive Committee, appointed as Chief Risk Officer
(CRO). This person directs and supervises 5 departments: the credit risk monitoring
department (CRM), the market and liquidity risk, regulatory risk and modelling
department (MRM), the department that manages legal risk (Legal), the compliance
risk department (Compliance) and lastly the operational risk department, which
handles risk linked to data management and information systems (ORM/IRM) as well
as the physical safety of employees and movable and immovable assets that ensure
the smooth running of the Bank.
The Bank defines a Risk Appetite Statement for each of these risk areas. This document
is used to define the indicators of each risk and the level of risk that the Bank is
prepared to assume. These Risk Appetite Statements are reviewed at least annually
and approved by the Board of Directors.

10.2. Sarbanes-Oxley regulations
ING Group as a significant subsidiary of the ING group, which is listed on the New
York Stock Exchange, ING Luxembourg introduced a system of internal controls
that meets the demanding corporate governance criteria of the US Sarbanes-Oxley
Act. This approach ensures that financial risk management within the Bank meets
internationally recognised standards in all areas of activity.
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10.3. Market Risk
Market risk is the risk of financial loss that may result from fluctuations in the prices
of financial instruments that make up an asset portfolio or are inherent to the
management of the Bank’s balance sheet. The various primary market risk factors are
interest rates, foreign exchange rates and share prices. Secondary factors are credit
risk on bond portfolios and liquidity risk. The Bank’s market risks are centralised in
Financial Markets for its proprietary trading activity or as a financial intermediary for
its customers for OTC derivatives or in Group Treasury for its hedging and regulatory
compliance banking activity.
Market Risk Management requires the ability to give a market value (mark to market)
to derivatives as well as assets and liabilities held. The market value can be calculated
using either a market price or a mathematical model. Market risk is managed by
setting and respecting limits, “Market Risk Appetite Statement”, in terms of sensitivity,
position and financial impact under normal market conditions (business as usual) or
extreme market conditions (stress testing).
Value at Risk (VaR) is an internal risk management model and the main measure of
the risk-taking of the trading activity. It centralises all the underlying risk factors in a
single metric. It measures both risk and performance as the maximum loss that can be
incurred within 1 day and expected to be exceeded in only 1% of cases. Value at Risk
and Stressed Value at Risk are two internal models used to calculate regulatory and
economic capital reserves.
On a daily basis, Market Risk Management gives the members of the Executive
Committee, the member of Management in charge of market activities and the
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Market Risk Management Consolidation teams in Amsterdam an independent view of
all positions, risk indicators and results relating to market activities for the Financial
Markets and ING Group Treasury activities.
The overall balance of the Bank’s on- and off-balance-sheet business in relation to
market risks (interest rate and liquidity) and compliance with regulatory liquidity and
capital ratios are monitored by [A]ssets and [L]iabilities [M]anagement or ALM (ALCO
Committee), which meets on a monthly basis. This committee also ensures that the
internal risk transfer mechanisms are adequate, set up based on the methods and
models adopted by ING Group. The replication models for determining the transfer
price of deposits without maturity are reviewed, set up and validated at least once a
year.
Banking operations are clearly distinguished from trading operations. Banking
operations form part of a policy to hedge customer assets and reduce sensitivity to
market and liquidity risk, within the limits imposed. Trading operations, within the
aforementioned limits, enable us to benefit from opportunities in the financial markets
and to generate short-term profits.
It should be noted that in 2020, the focus was on the management of interest rate
risk for our assets, and ING Luxembourg developed a retail mortgage prepayment
model, which is currently being validated by the Model Validation Head Office and
implemented. The purpose of this project is to bring the Bank into compliance with
the EBA guidelines on interest rate risk management and to improve its internal
management by anticipating early repayments and their impact on the Bank’s future
interest margin.
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ALM models, both for deposits and loans, are playing an increasingly important
role, the Bank must therefore establish an adequate risk management system. The
solution chosen by ING Group is QRM (Quantitative Risk Management), which enables
standardised management for all entities. The implementation of this system began in
2020 with mortgage loans and will continue in 2021 with other balance sheet and offbalance sheet products.

10.4. Liquidity Risk
With regard to the management of liquidity risk, including financing risk, ING
Luxembourg’s framework is in line with that of ING Group, based on ILAAP (Internal
Liquidity Adequacy Assessment Process) principles and adapted to local constraints
and business models.
The main goal of liquidity risk management is to maintain sufficient liquidity to ensure
sound and compliant operations, both under normal market conditions and in times of
stress.
The “Risk Appetite Statement Funding & Liquidity” is defined by a set of principles that
express the level of risk that the Bank agrees to take in relation to its strategic and
growth objectives. These principles are translated into various metrics and limits.
Liquidity metrics and ratios, including the Liquidity Coverage Ratio (LCR), are monitored
on a monthly basis and reported to the ALCO Committee as part of the monitoring of
the “Risk Appetite Statement Funding & Liquidity Risk”. Since the LCR is the main metric
in liquidity management, it is monitored on a daily basis in accordance with regulatory
requirements but also with more restrictive assumptions intended to reflect a situation
of stress.
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The Bank also has a contingency plan describing the roles and responsibilities of
the various parties involved, the operational steps to be followed and the actions to
be taken in the event of an indication of any liquidity crisis. If a liquidity problem is
identified, the various monitoring metrics included in the Risk Appetite Statement are
calculated and reported more frequently.

10.5. Credit Risk
Limits per counterparty or group of counterparties, the determination of risk classes
relating to the quality of debtors and the credit rating (Loan Status Code) form the
basis of the system for controlling credit risk.
Since the implementation of the Basel II project, the Bank has a central tool for
managing credit risks and reporting to both local authorities and ING Group.
This report on the overall quality of the portfolio is regularly presented to the heads of
the business lines and members of the Executive Committee.
Compared to the situation at the end of 2019 and despite the Covid-19 crisis, which
we discuss elsewhere in the report, the quality of ING Luxembourg’s overall credit
portfolio remained particularly stable. Our portfolio maintains a high level of quality
since 91.30% of limits are granted to customers with a low or medium rating (91.28%
in 2019). In detail and in comparison with 2019, this results in minor changes:
t he percentage of loans with a low risk profile (rating 1 to 11) increased from 68.09%
to 68.14%;

t he percentage of loans with a high risk and very high risk profile (rating 15 to 19)
decreased from 8.03% to 8.01%;
t he percentage of loans in default remained stable at 0.69%.
The Restructuring department recorded an increase in the number of files monitored,
mainly for Watch List files: placed on the watch list, particularly following the Covid-19
crisis, these files may also maintain an adequate rating. Above all, our approach is
to anticipate a possible deterioration of the portfolio through enhanced prudential
management following the crisis.
In 2020, we established new provisions (LuxGaap) for EUR 4.66 million. Provisions
remained low compared to total credit outstanding. The direct amortisation of debts
not honoured by customers (charged-off) remained under control, at EUR 1.85 million
as of 31/12/2020 (EUR 1.84 million at the end of 2019). Bankruptcies and unreachable
customers are the main causes of these charge-offs. Unreachable customers are
customers who disappear without leaving their address, so it becomes extremely
complicated to recover debts. In such cases, un-repaid amounts will be recovered in
accordance with legal provisions.
All credit limits granted to customers are in line with the Bank’s equity and ING Group’s
own limits as indicated in the Bank’s ICLAAP report.
The loan portfolio is incorporated into the stress tests plans carried out annually, which
enable the Bank to check that its capital is sufficient to cope with a major crisis.

t he percentage of loans with a medium risk profile (rating 12 to 14) decreased from
23.19% to 23.15%;

ING Luxembourg Annual Report 2020

31

Contents

Activity report

Risk management objectives and strategies

Management report

Report of the Statutory Auditor

Annual accounts

10.5

To take into account market developments and the Bank’s risk appetite (formulated in
“Risk Appetite Statements”), Credit Risk Management is responsible for reviewing the
various lending policies, particularly by continuously improving the criteria applied in
the scoring models. These scorings are incorporated into the software used within the
Bank to manage applications for housing, personal loans and business loans, leasing
and rental guarantees meeting certain criteria.

The Covid-19 pandemic was of course the major event of 2020. As mentioned above,
ING Luxembourg’s credit portfolio remained healthy and was continuously monitored.
It was also fairly quickly determined that the customers who were most financially
affected by the pandemic were largely small and medium-sized companies as well
as Private Individuals, to a much lesser extent, while Wholesale and Private Banking
customers were spared from a credit risk perspective.

Given that the risk related to a potential downturn in the property market is still
present, property development projects (construction and marketing of offices and/or
residential properties) have been kept under specific monitoring.

During this crisis, ING Luxembourg confirmed its support for the economy and
economic actors through three major measures:

At 31/12/2020, the Real Estate portfolio (transactional real estate view) represented
EUR 1.12 billion in terms of limits for EUR 0.92 billion in outstanding. “Construction
Financing”, represented by construction credit or the issuance of completion
guarantees, was the majority of it. It should be noted that the assets in the Real Estate
portfolio remain of high quality.
As regards Private Banking, the portfolio, which is slightly decreasing, is primarily based
on the financing of premium real estate in France through a mortgage supplemented
by a pledge on a portfolio of securities, as well as the granting and renewal of advances
against securities.
In 2020, Wholesale Banking outstanding fell, mainly in relation to Trade Receivables
Purchase Programs (TRPP), as some of these programmes were not renewed at
maturity. “Capital Call Financing” (ING Group’s product used by the funds) consisting
of the pre-financing of capital calls to investors with pledge of the related receivables
remains a major product of Wholesale Banking, with outstanding up slightly.
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1/ From mid-March 2020 and as an initial measure in response to the crisis, the Bank
granted moratoriums on loans and leasing to Business Banking customers (small and
medium-sized companies) and Private Individuals. For Business Banking customers,
the six main banks in Luxembourg have concluded a Memorandum of Understanding
(MOU) setting out the terms for granting a moratorium.
2/ During a second phase and in addition to moratoriums and State measures to
support businesses, the Ministry of Finance and eight Luxembourg banks, including
ING Luxembourg, set up a mechanism to grant so-called Covid-19 loans backed by a
state guarantee of 85%. The Law of 18 April 2020 specified the conditions, including
the maximum term of 6 years and the amount corresponding to a maximum of 25%
of the 2019 turnover.
3/ If the applicant did not meet the conditions imposed by the Law of 18 April 2020,
the latter could nevertheless benefit from the Bank’s support via a loan without the
State’s intervention and therefore, without its guarantee.
As part of the prudential management of credit risk and in response to regulatory
requirements, various measures have been implemented as part of the granting and
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monitoring processes. Among others, at the end of the year, in light of the 6-month
moratoriums that had been granted, beneficiary customers were subject to an Unlikely
To Pay Assessment (UTP Assessment). The purpose of this assessment was to verify the
regular resumption of repayments as well as the financial soundness of the customers
concerned. Overall, the results were satisfactory.
As at 31/12/2020, ING Luxembourg’s credit portfolio remains healthy, and ongoing
monitoring does not reveal any significant deterioration at this stage.

10.6. Operational Risk
Operational risk is defined as the risk of loss that may result from transactions
processing control deficiencies, problems with IT tools, disputes involving customers or
staff, internal and external fraud, and even loss or damage caused to its assets by the
natural environment or criminal acts.
Operational and Information Risk Management (OIRM) has 9 employees (8.5 FTE) and
is primarily responsible for challenging and advising the Bank’s departments in order to
ensure that operational risk management is consistent with the risk appetite set by ING
Group and validated by the Executive Committee and the Board of Directors within our
Bank.
In concrete terms, this involves verifying that operational risks are well identified and
managed by the Bank’s departments and agreeing on appropriate actions as needed
with the relevant departments to reduce these risks to an acceptable level. Proactive
monitoring and reporting must then be carried out.
Operational risks are monitored on a monthly basis by the Non-Financial Risks
Committee, which includes operational, compliance and legal risk. Via the Non-
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Financial Risks Dashboard, the ORM/IRM function submits a quarterly report to the
Bank’s Executive Committee and ING Group on the main operational risks and incidents
and provides monitoring of the risk appetite defined in that respect.
In terms of operational risk, the Bank’s main focuses in 2020 were:
C
 ontinuation of the Enterprise Risk Management (ERM) (aimed at setting up key
controls and conducting tests to ensure the effectiveness of these controls) and
IT within Risk Appetite (ITwRA) (aimed at better control of IT and information risks)
programmes. These two programmes enabled the review or perform numerous risk
analyses and the implementation of new controls after ING Group established higher
quality standards. They will continue in 2021;
S
 trengthening of the governance relating to the first and second lines of defence in
order to comply with the regulations and standards of ING Group through the transfer
of a significant part of the activities under the responsibility of the first line of defence
and that were still carried out within OIRM. The transfer of residual activities will
continue in 2021;
T
 he implementation of the remediation plan defined according to the requirements of
the EBA and ING Group in terms of (out)sourcing. This plan will continue in 2021;
C
 onducting cybercrime risk awareness sessions;
I n the context of the Covid-19 crisis, supporting the implementation of teleworking
while maintaining key controls;
C
 arrying out a gap analysis related to the new circular 20/750 on the information
and communication technology and security risk management in order to determine
which aspects of the circular require a remediation plan.
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10.7. Compliance Risk
Compliance risk is defined as the risk of losses (damage to image, legal penalties,
financial loss, etc.) which could result from failure to comply with legal, regulatory or
ethical requirements (Orange Code, Code of Ethics), applicable to the specific financial
services offered by ING Luxembourg.
The mandate of the Compliance function is set out in the ING Luxembourg Compliance
Charter, which adheres to the following regulatory framework:
L
 aw of 5 April 1993 on the financial sector, as amended;
C
 SSF Circular 04/155 on the compliance function (24 September 2004);
C
 SSF Circular 12/552 on central administration, internal governance and risk
management, as amended.
This function is in charge of daily compliance support (onboarding, control of customer
transactions and activity, handling files relating to suspected money laundering and/
or insider trading, special investigations and periodic analysis of accounts linked to
business contributors (“apporteurs d’affaires”)), as well as analysing legal/regulatory/
ING Group requirements, identifying compliance risks, implementing measures
to manage these risks, second-line controls concerning compliance and intragroup reports concerning its scope of activity. It carries out its activities under the
responsibility of the Chief Compliance Officer, who is now responsible for monitoring
professional obligations and is, in turn, under the responsibility of the member of
the authorised management in charge of compliance with professional obligations,
functions as now required by CSSF Regulation 12/02, as amended.
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During 2020, ING Group’s “Compliance Charter” was amended as part of the SOLAR
governance programme and includes a revised version of the Compliance risk areas.
The Compliance Charter and the new Global Compliance Risk Catalogue (GCRC) will be
implemented locally in 2021. The three new risk categories identified by ING Group are:
T
 he risk of compliance with regard to financial crime in relation to the risk that the
Bank’s products and services may be used for illegal purposes that result in or conceal
financial and/or economic crimes;
C
 ompliance risk in terms of conduct in relation to compliance risks resulting from a
potential or perceived misconduct of ING or its employees towards its customers,
the integrity of the market, business contributors, business partners and other
stakeholders;
C
 ompliance risk in terms of organisation with reference to compliance risks resulting
from real, potential or perceived weaknesses in the way in which ING is organised and
structured, including its regulatory and reporting framework.
In accordance with Circular 12/552, as amended, regarding the roles and responsibilities
of the Compliance function, the latter must analyse and monitor compliance risk on a
regular basis. To do this, a detailed Compliance Monitoring Plan for 2020 was formally
validated during the NFRC on 31 March 2020 and by ING Belgium Compliance. It was
then submitted to the Audit & Risk Committee and approved by the Board of Directors.
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The Compliance Monitoring Plan provides an overview of all control activities in 2020
both with regard to the 2nd line controls carried out independently (now known as
Quality Assurance controls) and those carried out by the 2nd line of control on Key
Control Testing.
In 2020, 83% of activities included in the Compliance Monitoring Plan (45 out of 54)
consisted of independent tests (Quality Assurance). An interim status was presented to
the NFRC on 29 September 2020; the final status will be presented to the NFRC that will
be held at the end of Q1 2021.
In accordance with the Quality Assurance procedure, the plan was reviewed throughout
the year in order to incorporate newly identified themes or adapt priorities, if
necessary.
The objectives of the 2020 Compliance Monitoring Plan focused on the following main
areas:
T
 he fight against money laundering and terrorist financing (Financial Economic Crime
(KYC Policy and Customer Process Control Standard) ;
K
 YC Quality Assurance (QA) on CDD files;
I nvestor protection (MiFID II and MiFIR);
F oreign Account Tax Compliance Act (FATCA) and Common Reporting Standards (CRS);
C
 onflicts of interest;
M
 arket abuse;
D
 ata protection; and
U
 S Withholding Tax & Information Reporting.
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The Compliance function constantly contributes to the efforts to identify and remedy
risks relating to the regulations that apply to the Bank and to the implementation of
obligations and measures to manage the related risks.
Within the framework defined by ING Group, the Compliance function provides
Management and the ING Group with a quarterly report through the Non-Financial
Risks Dashboard on the major compliance risks and incidents, as well as the Audit &
Risk Committee.
In addition, Compliance provides monthly reports to Management on its day-today activity in key AML/CFT matters. Finally, at ING Group level, a KYC Dashboard is
completed monthly with statistical data on the main AML/CFT Compliance controls.
ING Group and ING Luxembourg in particular attach great importance to the integrity
of the Bank and to the integrity of the staff. To this end, Compliance standards,
policies and procedures must be available, Management and staff must be properly
trained/informed on these topics, and all employees must know the applicable roles
and responsibilities and understand the integrity risks associated with their function,
activities and business lines/departments.
The Compliance function also ensures that all employees of the Bank and its
subsidiaries are aware of the importance of the various compliance risks, and support
them on a daily basis in their activities. For this reason, the employees of ING Lease
Luxembourg (ILL) and ING Solutions Investment Management (ISIM) are systematically
included in the various compliance training and awareness-raising initiatives.
During Q1 2020, the Bank’s 2020 compliance training plan was completely reviewed
by Compliance in collaboration with Human Resources. This plan includes the design,
mandatory compliance training and the target audience and selection criteria and is
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adapted to the Bank’s activities and the particularities of Luxembourg. This plan also
includes the responsibilities of the stakeholders involved and is amended throughout
the year as training needs evolve.
The procedure explaining the practical aspects of enrolment, monitoring and progress
in terms of the completion rate of employees as well as the roles and responsibilities
of each department and the escalation process in the case of non-compliance with
training obligations by employees was developed by Human Resources. The procedure
was reviewed and approved by the Compliance Department and was finalised and
published in early April 2020.
The deployment and execution of the Bank’s training plan are overseen by Human
Resources, in addition to a monitoring and reporting process in order to help
Compliance carry out its control mission.
The Bank’s training plan includes a generic training programme for all employees. More
detailed training is provided for employees who perform more sensitive or complex
activities, for Management and also for Safe Business Officers (previously referred to as
“non-financial risk officers”).
In addition, as part of the Welcome Days programme, a general presentation on
compliance risks is made to all new employees within 6 months after they joined the
Bank. In addition, a generic integration programme for new joiners is in place and is
based on mandatory compliance training.
Training aspects are monitored through 1st and 2nd line of defence reviews (i.e. key
control tests, compliance monitoring) in order to ensure that compliance training is
effectively completed by the defined target audience (in particular new employees and
employees who are in contact with customers).

ING Luxembourg Annual Report 2020

Report of the Statutory Auditor

In this context, in 2020, several local and ING Group training sessions were conducted,
covering the two main categories of compliance risks (Financial Crime - Conduct and
Organisational) and the underlying regulatory topics to ensure that employees and
new joiners were aware of the importance of these risks for ING and how to mitigate
them. The main training topics addressed included AML-KYC, FATCA/CRS, Qualified
Intermediary, MiFID II, market abuse and GDPR.
Finally, it should be noted that all compliance policies, procedures and tools are
available in the dedicated sections of the ING Luxembourg Intranet site, under
“Support & Service” as well as “news” on compliance topics in order to raise employees’
awareness of certain compliance topics.
In March 2020, the Covid-19 context led the Bank to adapt its way of working. In order
to ensure the continuity of the Bank’s activities, Compliance carried out or contributed
during the year to various reviews in order to ensure that no major compliance risk is
introduced by this particular context. These reviews focused in particular on working from
home for Bank’s employees and consultants in order to define the framework, taking into
account technical and regulatory aspects, on the duty of increased vigilance with regard
to customer transactions carried out by customers and the potential risks of market
abuse.

10.8. Legal Risk
Legal risk is the risk of losses resulting from non-compliance with regulations and
contractual obligations. It also includes the risk of exposure to lawsuits in relation to all
of the Bank’s activities, whether this involves customers, suppliers or any other third
party.
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Responsible for managing the legal risk of the Bank and its subsidiaries, the mission of
the legal function is to handle all legal matters that the Bank faces in its relations with
its customers, suppliers and employees. In its areas of activity, the legal department is
responsible for identifying, analysing, assessing and reducing the legal risk.
A team of lawyers offers its expertise to the Bank (and its subsidiaries) for drafting or
reviewing contracts signed by the Bank and the forms used by it, for giving opinions
or advice to the various departments, and handling lawsuits against the Bank (and its
subsidiaries), the recovery of debts being the responsibility of the Credit department.
Currently, the function of Data Protection Officer (DPO) is also held within the Legal
Department.

(ERM) process and performance of Key Control Testing on the areas included in the ERM
plan. It also conducts monthly local controls in addition to those required by ING Group,
which are presented periodically to the managers of the business lines concerned. For
Retail Banking, it conducts inspections in the branches. These inspections mainly cover
the management of securities and the administrative management of branches. In
addition, based on the results of the monthly checks, certain subjects may be explored
in greater depth.
Safe Business Office participates in the monthly meeting of the Non-Financial Risk
Committee and is the main point of contact between the first line of defence and the
second and third lines of defence.

10.9. Safe Business Office

10.10. Pillar III

The Safe Business Office department (formerly Control and Policy Team) handles the
management of operational risk as 1st line of defence.

The Pillar 3 report has been posted on the Bank’s website since 2018.

Since 2017, the Bank has taken steps to improve the effectiveness of the 1st vs. 2nd
lines of defence model by strengthening this governance. The Bank set up the Safe
Business Office (SBO) service under the responsibility of the Chief Operations Officer.
Safe Business Office has evolved a lot in the last few years, reaching 7 employees in
2020 (6.7 FTE) and was in the process of recruiting an additional 2 FTE for 2021. In
addition, in 2020, the Bank decided to reactivate the network of SBO-associates (27
FTE). These employees are already working in all the Bank’s departments and will
dedicate 20% of their time to operational risk management starting in 2021. Their riskoriented activities will be coordinated by SBO.

Luxembourg, 30 March 2021
The Board of Directors

The main activities of Safe Business Office include participation in policy analysis and
implementation of related controls, coordination of the Enterprise Risk Management
ING Luxembourg Annual Report 2020
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To the Board of Directors
ING Luxembourg S.A.
26, Place de la Gare L-1616 Luxembourg

REPORT OF THE STATUTORY AUDITOR
(“RÉVISEUR D’ENTREPRISES AGRÉÉ”)

Report on the audit of the annual accounts
Opinion
We audited the annual accounts of ING Luxembourg S.A. (the “Bank”), which comprise
the balance sheet as at 31 December 2020, the profit and loss accounts for the
financial year ended on that date and the notes to the annual accounts, including a
summary of the main accounting methods.
In our opinion, the annual financial statements attached give a true and fair view
of the financial position of the Bank at 31 December 2020 and of the results for the
year ended on that date, in accordance with the Luxembourg legal and regulatory
requirements relating to the preparation and presentation of annual accounts.
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Basis for opinion
We conducted our audit in compliance with EU Regulation Nr. 537/2014, the Law of
23 July 2016 on the audit profession (the “Law of 23 July 2016”) and with International
Standards on Auditing (“ISA”) as adopted for Luxembourg by the Commission de
Surveillance du Secteur Financier (“CSSF”). Our responsibilities under EU Regulation Nr.
537/2014, the Law of 23 July 2016 and the ISA standards as adopted for Luxembourg
by the CSSF are further described in the section “Responsibilities of the statutory
auditor for the audit of the annual accounts” of this report. We are also independent
of the Bank in accordance with the international code of ethics for professional
accountants, including the international standards of independence (the “IESBA Code”),
published by the International Ethics Standards Board for Accountants as adopted
for Luxembourg by the CSSF, as well as the ethical rules that apply to the audit of
the annual accounts, and we fulfilled our other responsibilities under these rules. We
believe that the audit evidence that we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Key audit matters
Key audit matters are the matters that, in our professional judgement, were of highest
significance in the audit of the annual accounts of the period in question. These
matters were addressed in the context of our audit of the annual accounts as a whole
and in forming our opinion thereon; we do not express a separate opinion on these
matters.
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Assessment of specific value adjustments regarding
customer loans and advances
Description
The Bank’s customer loans and advances totalled EUR 8,669 million as at
31 December 2020. Specific value adjustments for EUR 9 million are deducted from
customer loans and advances, for which the Bank considers that recovery is uncertain.
The assessment of specific value adjustments on loans and advances requires an
element of judgement by the Bank, such as the identification of deteriorating loans
and advances, the evaluation of objective evidence of depreciation, the assessment of
the value of the collateral and of the recoverable amount.
Due to the significant extent of customer loans and advances and of the assessment
required for their valuation, this is considered one of the “Key audit matters”. For more
information, see note 4 of the annual accounts and note 10.5 of the management
report concerning credit risk management.

Work conducted
Our audit approach included both assessing the effectiveness of the key internal
controls concerning the identification and determination of the specific value
adjustments on the customer loans and advances and of substantive audit procedures.
Our procedures regarding internal controls covered controls concerning the accuracy of
data on collateral, the process of identifying and managing arrears and the process of
determining required value adjustments.

are, have recently been or are likely to be at risk of being individually depreciated.
The sample was selected based on our professional judgement, with an emphasis on
portfolios that are potentially more sensitive to economic developments.
For the loan files selected above, we tested the Bank’s assessment of the recoverable
value, including the capacity to generate cash and, where applicable, the value of the
obtainable collateral, based on the financial information available, market information
and, where applicable, an analysis of alternative recovery scenarios.

Other information
The responsibility for other information falls to the Board of Directors. Other
information comprises the information stated in the annual report, including the
management report, but does not include the annual accounts and our report of the
statutory auditor (“rapport du réviseur d’entreprises agréé”) on said annual financial
statements.
Our opinion on the annual accounts does not cover other information and we do not
express any form of assurance regarding this information.
Concerning our audit of the annual accounts, our responsibility is to read the other
information and, in doing so, assess whether there is a significant inconsistency
between this information and the annual accounts or the knowledge that we
acquired during the audit, or if the other information happens to contain a material
misstatement. If, in the light of the work that we conducted, we conclude that there is
a material misstatement in the other information, we are required to indicate this fact.
We have nothing to indicate in this respect.

Concerning the substantive audit procedures, we examined a sample of loans that
ING Luxembourg Annual Report 2020
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Responsibilities of the Board of Directors in respect of
the annual accounts
The Board of Directors is responsible for the preparation and accurate presentation
of the annual accounts in accordance with the Luxembourg legal and regulatory
requirements related to the preparation and presentation of the annual accounts, and
for the internal control that it deems necessary to enable the preparation of annual
accounts that do not contain material misstatements, whether due to fraud or error.
During the preparation of the annual accounts, the Board of Directors is responsible
for assessing the Bank’s ability to continue as a going concern, for communicating,
where relevant, questions relating to going concern and for applying the going concern
accounting principle, except if the Board of Directors intends to liquidate the Bank or
cease operations, or has no other realistic alternative but to do so.

Responsibilities of the statutory auditor (“réviseur
d’entreprises agréé”) in respect of the audit of the
annual accounts
Our objectives are to obtain reasonable assurance that the annual financial statements
as a whole do not contain material misstatements, whether due to fraud or error,
and to deliver a report of the statutory auditor (“rapport du réviseur d’entreprises
agréé”) that includes our opinion. Reasonable assurance corresponds to a high level
of assurance, which nevertheless does not guarantee that an audit conducted in
accordance with EU Regulation Nr. 537/2014, the Law of 23 July 2016 and the ISA as
adopted for Luxembourg by the CSSF will always detect any material misstatement
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that might exist. Misstatements can arise from fraud or result from errors and are
considered significant if, individually or collectively, they could reasonably be expected
to influence the economic decisions of users on the basis of these annual accounts.
As part of an audit conducted in accordance with EU Regulation Nr. 537/2014, the Law
of 23 July 2016 and the ISA as adopted for Luxembourg by the CSSF, we exercise our
professional judgement and adopt a critical stance throughout this audit. Furthermore:
 e identify and evaluate the risks that the annual accounts contain material
W
misstatements, whether due to fraud or error, design and implement audit
procedures in response to these risks and gather sufficient and appropriate audit
evidence to form our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than the risk of not detecting a material misstatement
resulting from error, as fraud may involve collusion, falsification, intentional
omissions, false declarations or the bypassing of internal control.
 e obtain an understanding of internal control elements relevant to the audit in
W
order to design audit procedures that are appropriate to the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Bank’s internal
control.
 e evaluate the appropriateness of the accounting policies used and the
W
reasonableness of the accounting estimates made by the Board of Directors, as well
as of related information provided by the latter.
 e draw a conclusion regarding the appropriateness of the Board of Directors’ use
W
of the going concern accounting principle and, according to the audit evidence
obtained, whether a significant uncertainty exists related to events or situations
that may cast significant doubt on the Bank’s ability to continue as a going concern.
If we conclude that a significant uncertainty exists, we are required to draw the
40
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attention of the readers of our report of the statutory auditor (“rapport du réviseur
d’entreprises agréé”) to the information provided in the annual accounts concerning
this uncertainty or, if this information is not adequate, to express a modified opinion.
Our conclusions are based on the audit evidence obtained up to the date of our
report of the statutory auditor (“rapport du réviseur d’entreprises agréé”). However,
future events or situations could lead the Bank to cease operating.
 e evaluate the overall presentation, form and content of the annual accounts,
W
including the information provided in the notes, and assess whether the annual
accounts represent the underlying operations and events in a manner liable to give a
true and fair view.
We communicate to those in charge of the corporate governance in particular the
scope and planned timing of the audit work and our important observations, including
any significant deficiency in internal control that we may have uncovered during our
audit.

The management report is consistent with the annual accounts and has been prepared
in accordance with applicable legal requirements.
We confirm that we have provided audit services and no other prohibited services, as
referred to in the EU Regulation Nr. 537/2014, and that we have remained independent
of the Bank during the audit.

Luxembourg, 31 March 2021
KPMG Luxembourg, Société coopérative (cooperative company)
Statutory auditors
Emmanuel Dollé

As part of the matters communicated to those in charged of corporate governance, we
determine those that were of highest importance in the audit of the annual accounts
for the period in question: these are the key audit matters. We describe these matters
in our report, except if legal or regulatory texts prevent their publication.

Report on other legal and regulatory requirements
We have been appointed as statutory auditor (“réviseur d’entreprises agréé”) by the
Board of Directors on 25 March 2020, and the duration of our uninterrupted mission,
including previous reappointments and renewals, is five years.

ING Luxembourg Annual Report 2020
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Balance sheet

ANNUAL ACCOUNTS
Liabilities

Balance sheet
At 31 December 2020

Cash, credit balances with central banks and
postal cheque office
Interbank receivables

Notes

2020

2019

28

3,864,285,602

5,058,828,532

3, 28, 29

3,464,398,778

1,989,782,820

924,491,301

362,422,789

2,539,907,477

1,627,360,031

b) other receivables
Customer loans and advances

4, 28, 29

8,668,871,446

8,480,667,995

Bonds and other fixed income securities

5, 29, 30

2,003,648,186

2,269,531,671

a) from public issuers

968,487,065

909,816,268

b) from other issuers

1,035,161,121

1,359,715,403

6, 28, 29

37,551

37,543

Shareholdings

7, 14

827,182

827,182

Shares in affiliated undertakings

8, 14

20,806,064

20,806,064

Intangible assets

9, 14

445,507

116,985

10, 14

9,873,863

10,502,119

Other assets 1

11

46,085,075

55,719,410

Accruals and deffered income 1

12

48,487,722

49,841,368

Tangible assets

2020

2019

Interbank debts

15, 28

717,093,880

566,590,345

80,700,224

105,198,044

636,393,656

461,392,301

15,891,095,357

15,828,151,561

1,605,279,202

1,666,565,466

14,285,816,155

14,161,586,095

14,005,420,547

13,596,942,321

280,395,608

564,643,774

456,951

458,455

456,951

458,455

18

2,353,571

2,853,769

19

153,035,414

149,794,726

20

47,194,365

66,332,497

104,698,642

98,083,796

62,015,674

51,926,276

4, 27

42,682,968

46,157,520

21

171,950,126

187,822,681

11,403,102

11,403,102

b) with agreed maturity dates or periods of notice 1

a) on demand

Shares and other variable-income securities

Notes

1

a) on demand

Assets
expressed in EUR

expressed in EUR

Client deposits 1
a) savings deposits
b) other debts
- on demand
- with agreed maturity dates or periods of notice 1
Debt securities

1

18,127,766,976

Change in 2019 figures for “Other assets” and “Accruals and deferred income” – See Note 2.12

17, 28

a) debt securities in issue
Deferred tax liabilities
Other liabilities 1
Accruals and deferred payments

1

Provisions
a) provisions for taxes
b) other provisions
Subordinated liabilities
Fund for general banking risks
Subscribed capital

22

83,400,000

83,400,000

Share premium

22

521,242,531

521,242,531

Reserves

23

327,658,625

310,530,080

18, 23

7,083,363

8,588,769

Result brought forward

23

30,832

55,152

Result for the financial year

23

89,070,217

101,354,225

18,127,766,976

17,936,661,689

Revaluation reserve

Total assets

16, 28

17,936,661,689

Total liabilities

Change in 2019 figures for “Interbank debts”, “Client deposits”, “Other liabilities” and “Accruals and deferred
payments” – See Note 2.12

1

The notes form an integral part of the financial statements.
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Off-balance sheet

Off-balance
At 31 December 2020
expressed in EUR
Contingent liabilities

Notes

2020

2019

25, 28, 29

541,365,282

525,858,749

10,320,000

10,735,113

2,256,814,470

2,585,764,989

-

2,908,533

of which:
– guarantees and assets given as collateral 1
Commitments
Fiduciary transactions

26, 28, 29

Change in 2019 figures concerning “Contingent liabilities of which - guarantees and assets given as collateral” and
“Commitments” – See Note 2.12

1

The notes form an integral part of the financial statements.
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Profit and loss account

Profit and loss account
At 31 December 2020
expressed in EUR

Notes

2020

2019

266,673,274

323,370,346

28,325,341

32,318,428

(91,632,161)

(122,445,328)

26,724

26,732

26,724

26,732

Fees received 1

117,376,792

103,334,684

Fees paid 1

(20,743,284)

(13,570,448)

31

11,366,907

9,720,077

27, 32

11,824,356

12,669,688

(157,645,822)

(153,950,388)

(87,434,562)

(85,325,384)

of which:
- wages and salaries 1

(72,901,216)

(70,596,521)

- social security contributions

(10,398,336)

(10,365,301)

(9,908,524)

(9,548,388)

38

(70,211,260)

(68,625,004)

14

(2,432,250)

(2,464,451)

27, 33

(11,467,523)

(9,709,726)

(6,813,014)

(14,902,771)

Interest and related income
of which: on fixed-income securities
Interest and similar charges
Income from securities

30

- income from shares in affiliated undertakings

Income from financial transactions
Other operating income 1
Administrative overheads
a) staff costs

36, 37

of which:
- social security contributions for pensions
b) other administrative costs 1
Value adjustments on intangible and tangible assets
Other operating charges
Value adjustments on loans and advances and provisions for
contingent liabilities and for commitments

expressed in EUR
Value readjustments on loans and advances and provisions
for contingent liabilities and for commitments
Income from the elimination of special items with a share
in reserves
Tax on profit from ordinary activities
Profit/loss on ordinary activities, after tax
Other taxes not included in the above items
Result for the financial year

Notes

2020

2019

1,971,222

2,667,016

-

-

(29,428,049)

(33,359,106)

89,077,172

101,386,325

(6,955)

(32,100)

89,070,217

101,354,225

Change in 2019 figures for “fees received”, “fees paid”, “staff costs of which wages and salaries”, “other administrative
costs” and “other operating income” - see Note 2.12
1

The notes form an integral part of the financial statements.
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Notes

At 31 December 2020

Note 1 – General background
ING Luxembourg S.A. (the “Bank”) was founded on 15 September 1960 for an
unlimited duration in the form of a “société anonyme” (public limited company) under
Luxembourg law.
The Company’s purpose shall be all banking and finance operations generally of
all types; these shall comprise in particular the acceptance of deposits, all lending
operations facilitating the sale on credit of capital and consumer goods, the purchase
and sale of securities, the issue of securities for the account of third parties, the
acquisition of equity holdings by way of capital contribution, merger, subscription, the
purchase of securities, and technical involvement or involvement by any other means,
in all companies or commercial, industrial and financial undertakings.
The Bank also seeks to engage in the activity of an insurance agency pursuant to the
amended law of 6 December 1991 on the insurance sector (or any other law that
would replace it) through duly authorised natural persons.
The Bank also aims to provide all IT services, mainly to ING Group subsidiaries whose
registered office is in the Grand Duchy of Luxembourg, and in particular services as an
operator of IT systems and communication networks in the financial sector.

the form of investments, or in any other way, these provisions being understood in the
broadest possible sense. The Bank may also do anything that may contribute in any
way to the achievement of its corporate purpose. It may acquire immovable property,
including where such acquisition is necessary or useful for the repayment of its debt
obligations.
In accordance with Section 80 of the Law of 17 June 1992 as amended in relation to
annual and consolidated accounts for credit institutions, the Bank is exempt from the
obligation to prepare consolidated accounts and a consolidated annual report.
The Bank’s accounts are fully consolidated in the accounts of ING Belgium, which has
its registered office at 24 Avenue Marnix, Brussels. ING Belgium’s consolidated accounts
and the consolidated annual report are available at its registered office.
The consolidated accounts of ING Belgium are, in turn, consolidated in the accounts
of ING Group, which has its registered office at 106 Bijlmerdreef, Amsterdam. The
consolidated accounts of ING Group and the consolidated annual report are available
at its registered office.
The financial year begins on 1 January and ends on 31 December.

In addition, the Bank may carry out any commercial, industrial or other operations or
business, including real estate, undertaken for its principal purpose, either directly, in
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Note 2 – Accounting policies

2 1 Currency conversion

The Bank’s financial statements were prepared in accordance with the legal and
regulatory requirements applying in the Grand Duchy of Luxembourg, specifically the
Law of 17 June 1992 as amended relating to annual and consolidated accounts of
credit institutions.

The Bank’s share capital is expressed in euros (EUR ), and the accounts are kept in this
currency.

Since 2018, following the approval by the Commission de Surveillance du Secteur
Financier, the Bank has prepared its annual financial statements with the IFRS 9 option
for the Bank’s bond portfolio. However, the Bank does not apply hedge accounting under
IFRS 9 to record its economic hedging relationships in its annual financial statements.

Income and expenses expressed in foreign currencies are converted into euros at the
end-of-day exchange rate.

Significant accounting estimates and judgements
By their nature, the assessments necessary for the preparation of the annual financial
statements with application of the IFRS 9 option since 2018 on the Bank’s own portfolio
require the formulation of assumptions and present risks and uncertainties as to their
future outcome.
Future performance may be influenced by numerous factors, including:

Assets, liabilities, and off-balance-sheet items denominated in foreign currencies are
converted into euros at the current exchange rate applying on the balance sheet date.

Exchange differences resulting from the valuation of balance sheet items in foreign
currencies are recorded in the profit and loss account, except for those arising from
spot foreign exchange transactions hedged with forward exchange contracts.
Cash-hedged forward items in foreign currency are considered neutral with regards
to fluctuations in exchange rates. The conversion of these items does not affect the
foreign exchange result.
The main exchange rates used at the balance sheet date are as follows:
31 December 2020

31 December 2019

Domestic and international market activities;

1 EUR = 1.2271 USD

1 EUR = 1.1234 USD

Interest rate and exchange rate fluctuations;

1 EUR = 0.8990 GBP

1 EUR = 0.8508 GBP

1 EUR = 1.0802 CHF

1 EUR = 1.0854 CHF

Economic and political environment in certain business sectors or countries;
Changes to regulations or laws.
This list is not exhaustive.

2 2 Intangible assets
Intangible assets were recorded in the balance sheet at purchase price or cost less
accumulated amortisation.
Computer software is amortised at a rate of 20% according to the straight-line method
of amortisation.
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2 3 Tangible assets

Classification and measurement

Tangible assets were recorded in the balance sheet at purchase price or cost less
accumulated depreciation. The value of tangible assets is depreciated based on their
foreseeable period of use.

IFRS 9 is built on a single classification and measurement approach for fixed-income
securities that reflects the management model in which they are managed and their
cash flow characteristics.

The depreciation rates and methods applied were as follows:

Two criteria are used to determine how fixed-income securities should be classified and
measured: at amortised cost, at fair value through equity, or at fair value through profit
or loss:

Buildings
Fixtures and fittings of buildings and technical installations
Furniture, equipment, and machinery
Other fixed assets

Rate
of depreciation
2.5%-3%

Method
Straight-line

3%-20%

Straight-line

10%-20%

Straight-line

25%

Straight-line

2 4 Fixed-income securities
Aiming to converge towards the international accounting standards as adopted by the
European Union, the Bank has valued fixed-income securities in its securities portfolio to
comply with the provisions of IFRS 9 – Financial Instruments since 1 January 2018.
IFRS 9 was issued by the IASB in July 2014 and approved by the EU in November 2016.
IFRS 9 includes the requirements for classification and measurement of financial assets
and liabilities, impairment of financial assets, and hedge accounting. Like ING Group, the
Bank applies retroactively the classification and measurement requirements by adjusting
the opening balance sheet and opening equity at 1 January 2018.
This standard affects the Bank’s annual financial statements only for the classification
and measurement requirements for fixed-income securities.
Asset impairment and hedge accounting are not valued in accordance with international
accounting standards and comply with Luxembourg accounting principles.
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1.	The business model assessment performed to determine how a portfolio of
financial instruments as a whole is managed in order to classify the business
model as:
a.
b.
c.

Hold to Collect (HtC, collect contractual cash flows),
Hold to Collect & Sell (collect cash flows and sell),
Other.

2.	The Solely Payments of Principal and Interest (SPPI) test determines whether the
financial instruments contain only cash flows from principal and interest. Principal
is defined as the fair value of the financial asset on initial recognition. Interest is
defined as consideration for the time value of money and credit risk.
Changes in fair value recorded by the revaluation reserve are subject to deferred tax.
Impairment of fixed-income securities at amortised cost and at fair value through
equity.
ING Luxembourg evaluates periodically and at each balance sheet date whether there
is objective evidence of depreciation loss of a fixed-income security. A security is
impaired and impairment losses are incurred if and only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial recognition
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of the asset but before the balance sheet date (a loss event) and that loss event (or
events) has an impact on the estimated future cash flows of the financial assets that
can be estimated for the long term.

2 5 Shareholdings and shares in affiliated undertakings
Shareholdings and shares in affiliated undertakings held as fixed assets are valued
based on the “Purchase Price” method. Value adjustments are recognized if, in the
opinion of the Board of Directors, the impairment is of a lasting nature.

2 6 Shares and other variable-income securities that are not
fixed assets
Securities are recorded at purchase price. Where their estimated value is below their
purchase price, value adjustments are made in order to recognise unrealised losses.

2 7 Receivables
Instalment loans and consumer loans are recorded at a value covering the principal,
the total interest until maturity of the loan, and all associated charges and fees. The
part of this interest yet to be accrued is included in “Accruals and deferred payments”
on the liabilities side of the balance sheet. Other loans are recorded at nominal value
with accrued interest recorded under “Accruals and deferred income”, which appears
on the assets side of the balance sheet.

2 8 Value adjustments and fixed provision
Specific value adjustments made to debts that the Bank considers doubtful are
deducted from the assets. Value adjustments are made in the same currency as the
risk to which they relate.
The fixed provision defined by Luxembourg banking and tax laws, is recorded in the
currency of the capital. It is deducted from “Receivables: customer loans and advances”
on the assets side of the balance sheet. The fixed provision calculated on items other
than those on the assets side of the balance sheet is shown on the liabilities side under
“Provisions: other provisions”.

2 9 Fund for general banking risk
The Bank has set up a fund for general banking risk on the liabilities side of the balance
sheet. This item was set up in the currency of the capital from the profits after tax but
before the calculation of the net profit.

2 10 Derivatives
Valuation of cash swaps
Amounts in foreign currencies involved in cash swap transactions are neutral in relation
to fluctuations in exchange rates.
Premiums and discounts are recorded in assets and liabilities accruals and deferrals
against the interest income.
The amounts recorded correspond pro rata temporis to the total premiums and discounts
between the start date of the swaps and 31 December. Exchange differences resulting from
the valuation of swap transactions are neutralised by booking in accruals and deferrals.
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2 10

Valuation of forward foreign exchange contracts (outrights)

2 11 Taxes

Only unrealised losses on outrights are recorded as provisions; unrealised gains are not
taken into account.

The Bank is subject to all taxes applying to Luxembourg credit institutions.

Unrealised gains or losses are calculated based on the forward exchange rate for each
currency of the outrights with the same maturity date.

The tax expense is calculated on the basis of the rules and rates in force determined by
the tax authorities.

Valuation of IRS (Interest Rate Swaps)

The tax payable relates to any income tax due or receivable the payment of which is
not subject to the performance of future transactions.

IRS for hedging purposes and IRSs for cash management with a maximum maturity of
18 months
Interest receivable and payable is recorded under assets and liabilities accruals
and deferrals against the interest income. There is no individual revaluation of such
transactions.
IRS trading
The Bank records individual unrealised losses on trading open IRS. For IRS backed by
other IRS, the valuation method is as follows: all of these IRS are revalued, and provision
is made for the total net unrealised loss. The total net unrealised gain is disregarded.
Valuation of foreign exchange options and options relating to other market prices
The imparity principle is applied; unrealised gains are disregarded, and unrealised
losses are provisioned.
Valuation of futures
The unrealised net valuation result is included in the profit and loss account on a
monthly basis.

ING Luxembourg Annual Report 2020

Tax payable

Deferred tax
Deferred taxes are recognised when there are temporary differences between the book
values of assets and liabilities in the balance sheet and their tax values.
Deferred tax liabilities are recognised for all taxable temporary differences.
Deferred tax assets are recognised for all deductible temporary differences, deferrable
tax losses and unused tax credits to the extent that it is likely that the Bank will have
future taxable profits against which these temporary differences, tax losses and tax
credits may be applied.
Deferred tax assets and liabilities are calculated on the basis of the tax rates expected
to apply in the period when the asset will be realised or the liability will be settled
according to the tax rates in force at the balance sheet date.
The rate applied for the calculation of deferred taxes at 31 December 2020 and 2019
was 24.94% for the Bank. This statutory rate combines the corporate income tax and
the municipal business tax of the municipality of Luxembourg.
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2 12

2 12 Adjustment of 2019 figures
The 2019 figures of assets and liabilities accruals and deferrals, “Other assets” and
“Other liabilities”, note 11, note 12, note 19 and note 20 have been amended. An
amount of EUR 17,627,569 was reclassified from “Accruals and deferred payments”
to “Accruals and deferred income”; an amount of EUR 3,253,642 was reclassified from
“Other assets” to “Accruals and deferred income”; and an amount of EUR 19,569,364
was reclassified from “Other liabilities” to “Accruals and deferred payments”.
The 2019 figures for “Interbank debts” and “Client deposits ” under liabilities, note 15,
note 16 and note 28.1 in the table of non-trading book primary financial instruments,
have been amended for an amount of EUR 543,209. This amount was reclassified from
“Interbank debts” to “Client deposits” with a maturity of less than 3 months.
Following a misclassification in 2019, the 2019 figures of “fees received” and “fees paid”
in the profit and loss account have been modified for an amount of EUR 4,682,844. This
amount has been reclassified from “fees paid” to “fees received”.
Following a misclassification in 2019, figures for “personnel costs - including wages
and salaries” have been corrected for EUR 2,585,681, and note 31 on “Income from
financial transactions” have been corrected for EUR 254,641 between “Exchange profit
(loss)” and “Option premiums”. In addition, the 2019 figures for “Other administrative
costs” have been corrected for an amount of EUR 2,280,596 to “Other operating
income”.
Following a misclassification in 2019, as given as the 2019 off-balance sheet figures
for “Contingent liabilities - of which guarantees and collateral” have been modified
for an amount of EUR 6,995,485 as well as in note 25 from “Counter-guarantees” to
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“Guarantees and other direct credit substitutes”. The 2019 figures for “Contingent
liabilities to affiliated companies” have also been amended for an amount of EUR
161,040 in note 25.
Until 31 December 2019, the Bank recorded the unused portion of irrevocable credit
lines under “Unused confirmed credit lines” (note 26). As at 31 December 2020, the
Bank enters the unused portion of irrevocable credit lines as well as the unused portion
of revocable credit lines under “Unused, confirmed credit lines”. Comparative figures
have been adjusted by EUR 1,149,345,706 to ensure comparability with the 2020
presentation.
In addition, following the reclassification of the amount of EUR 17,627,569 from
“Accruals and deferred payments” to “Accruals and deferred income”, the 2019 figures
in note 29 in the table of the capital requirement for credit risk hedging have been
modified for this amount under the level of balance sheet items “Of which assets
weighted at 100%”.

Note 3 - Interbank receivables
a)	Interbank receivables other than on demand are broken down based on the
following residual maturity:
expressed in EUR
Up to 3 months
More than 3 months up to 1 year
More than 1 year up to 5 years
More than 5 years

2020

2019

1,164,616,439

163,193,364

97,791,541

250,000,000

1,064,166,164

749,500,000

213,333,333

464,666,667

2,539,907,477

1,627,360,031
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For receivables with periodical payments, the residual maturity is the period
between the balance sheet date and the due date of each payment. The residual
maturity for other receivables is equivalent to the remaining term between the
preparation of the balance sheet and the final maturity of the contract.

Note 4 - Customer loans and advances
a)	Customer loans and advances are broken down according to the following residual
maturity:
2020

2019

700,302,681

494,120,293

More than 3 months up to 1 year

1,131,171,849

1,825,238,371

More than 1 year up to 5 years

3,231,488,010

2,794,317,422

More than 5 years

3,605,908,906

3,366,991,909

8,668,871,446

8,480,667,995

Up to 3 months

For receivables with periodical payments, the residual maturity is the period between
the balance sheet date and the due date for each payment. The residual maturity of
other receivables is equivalent to the remaining term at the balance sheet date.
b)	Amounts due from affiliated companies, relating to this item, amounted to
EUR 296,589,533 at 31 December 2020 (2019: EUR 300,028,730).
c)	Subordinated loans were included in this item for EUR 3,829,014 at
31 December 2020 (2019: EUR 11,507,453).
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expressed in EUR

2020

2019

Administrative bodies (6 people in 2020 and 7 people in 2019)

1,740

21,740

436,203

128,753

437,943

150,493

Management bodies (4 people in 2020 and 3 people in 2019)

b)	Amounts due from affiliated companies, relating to this item, amounted to
EUR 3,437,803,243 at 31 December 2020 (2019: EUR 1,709,058,227).

expressed in EUR

d)	Advances and loans granted to members of the administrative and management
bodies of the Bank were as follows:

At 31 December 2020 and 2019, the total fixed provision set up by the Bank amounted
to EUR 54,366,356, of which EUR 52,710,690 was fully deducted from the “Customer
loans and advances” assets item (2019: EUR 52,629,236) and EUR 1,655,666 is included
in “Provisions: other provisions” on the liabilities side of the balance sheet
(2019: EUR 1,737,120).

Note 5 - Bonds and other fixed-income securities
This item includes debt securities whether or not considered as financial fixed assets,
listed or likely to be listed and issued by credit institutions, companies or public bodies
insofar as they are not already included in another balance sheet item.
None of the securities in the portfolio were depreciated through profit or loss in 2020
and 2019.
a)	Securities with a residual maturity below one year represented a net amount of
EUR 158,174,805 at 31 December 2020 (2019: EUR 579,331,635).
b)	Listed securities amounted to EUR 2,003,648,186 at 31 December 2020
(2019: EUR 2,036,783,671).
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c)	As of 31 December 2020 and 2019, there were no bonds or other fixed-income
securities issued by affiliated undertakings relating to this item.
d)	At 31 December 2020 and 2019, this item did not include any bonds and other
fixed-income securities of a subordinated nature.

g)

At 31 December, the portfolio composition is as follows:
expressed in EUR
Portfolio measured at amortised cost (HTC)
Portfolio measured at fair value through equity (HTC & S)

e)	At 31 December 2020 and 2019, no securities were the subject of a loan.
f)

Annual accounts

Report of the Statutory Auditor

Government bond exposure:

Governments – Book values
2020

2019

Belgium

149,822,040

149,796,810

France

212,380,975

174,499,254

Germany

221,523,214

204,607,009

Luxembourg

120,723,063

111,641,090

Austria

5,084,606

9,995,624

Finland

21,907,548

21,892,306

Canada

149,891,515

149,690,241

9,985,778

9,983,189

77,168,326

77,710,745

968,487,065

909,816,268

Denmark
Spain

2019

1,664,149,576

1,745,329,894

339,498,610

524,201,777

2,003,648,186

2,269,531,671

Note 6 - Shares and other variable-income securities

Positions in government debt held by the Bank can be analysed as follows at
31 December:
expressed in EUR

2020

This item includes shares, members’ shares, and units in collective investment
undertakings and other variable-income securities listed or not, not included in the
financial fixed assets.
Shares and other variable-income securities were broken down as follows at
31 December:
expressed in EUR
Unlisted shares
Listed shares

2020

2019

30,000

30,000

7,551

7,543

37,551

37,543

Note 7 - Shareholdings
At 31 December 2020 and 2019, the shareholdings included in the balance sheet were
not listed.
At 31 December 2020 and 2019, this item did not include any shareholdings in credit
institutions.
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Note 8 - Shares in affiliated undertakings

Note 10 - Tangible assets

At 31 December 2020, the Bank held at least 20% of the capital of the following
companies:

Land and buildings allocated for the Bank’s own activities are included in the tangible
assets for a net amount (purchase price less accumulated depreciation) of
EUR 1,294,443 at 31 December 2020 (2019: EUR 1,342,741).

expressed in EUR
Book value

%
direct

Equity

Of which
result

Company

Head office

ING Solutions Investment
Management S A1

26, Place de la Gare
L-1616 Luxembourg

1,545,520

68

18,283,241

8,211,558

ING Lease Luxembourg S A1

26, Place de la Gare
L-1616 Luxembourg

19,260,544

100

19,379,610

2,505,424

Note 11 - Other assets
This item is broken down as follows at 31 December1:
expressed in EUR

20,806,064
1

Short-term receivables (coupons, cheques, securities sold)

Based on unaudited draft financial statements at 31 December 2020.

Pension fund investments

At 31 December 2020 and 2019, shares in affiliated undertakings were not listed.
Shares in affiliated undertakings at 31 December 2020 and 2019 did not include any
shares in credit institutions.

Premiums for options purchased
Other 1
1

2020

2019

5,129,980

9,139,115

26,061

28,257

36,130,189

42,825,569

4,798,845

3,726,469

46,085,075

55,719,410

Change in 2019 figures for “Other assets” and “Accruals and deferred income” - See Note 2.12

Note 9 - Intangible assets

Note 12 - Accruals and deferred income

At 31 December 2020, the net book value of computer software amounted to
EUR 445,507 (2019: EUR 116,985).

The details of accruals and deferred income at 31 December were as follows:
expressed in EUR
Interest 1
Prepaid commissions
Accrued commissions
Other
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2020

2019

34,215,522

36,647,301

5,973,398

8,554,692

450,000

450,000

7,848,802

4,189,375

48,487,722

49,841,368
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Note 13 - Assets in foreign currencies
The euro equivalent of assets denominated in a currency other than the euro amounted to EUR 4,354,845,064 at 31 December 2020 (2019: EUR 1,967,810,310).

Note 14 - Changes in fixed assets
Write-backs for
the financial year

Total value
adjustments
at the end of
the financial year

Net values at the
end of
the financial year

Gross values at
the beginning of
the financial year

Entrances and
exchange rate
impact

Exits and
exchange rate
impact

Gross values
at the end of
the financial year

Value
adjustments at
the beginning of
the financial year

2020

2020

2020

2020

2020

2020

2020

2020

2020

1,076,872

-

-

1,076,872

(249,690)

-

-

(249,690)

827,182

Shares in affiliated undertakings

20,806,064

-

-

20,806,064

-

-

-

-

20,806,064

Intangible assets

15,548,598

418,047

-

15,966,645

(15,431,613)

(89,525)

-

(15,521,138)

445,507

Tangible assets

82,282,176

1,714,469

-

83,996,645

(71,780,057)

(2,342,725)

-

(74,122,782)

9,873,863

expressed in EUR
Shareholdings

Allocations for
the financial year

Note 15 - Interbank debts
a)	Interbank debts other than on demand are broken down according to the following residual terms 1:
expressed in EUR
Up to 3 months

2020

2019

620,060,323

362,111,695

-

44,507,744

3,000,000

40,106,195

13,333,333

14,666,667

636,393,656

461,392,301

More than 3 months up to 1 year
More than 1 year up to 5 years
More than 5 years

1
	
Change in 2019 figures for “Interbank debts” and “Client deposits” – See Note 2.12

For debts with periodical payments, the residual maturity is the period between the balance sheet date and the due date of each payment.
b)

Debts to affiliated undertakings, relating to this item, amounted to EUR 645,994,027 at 31 December 2020 (2019: EUR 500,082,174).
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Note 16 - Client deposits

Note 17 - Debt securities

a)	Client deposits represented by savings deposits are broken down into the
following categories:

Debt securities classified under the sub-heading “Debt securities in issue”
with a residual maturity of less than one year amounted to EUR 456,951 at
31 December 2020 (2019: EUR 458,455).

expressed in EUR
On demand
With agreed maturity date

2020

2019

1,588,752,697

1,651,295,536

16,526,505

15,269,930

1,605,279,202

1,666,565,466

b)	Client deposits represented by savings deposits other than on demand are broken
down according to the following residual periods:
expressed in EUR
Up to 3 months

2020

2019

16,526,506

15,269,930

16,526,506

15,269,930

c)	Client deposits classified under the subheading of “Other debts with agreed
maturity dates or periods of notice” are broken down according to the following
residual maturity:
expressed in EUR

2020

2019

186,539,048

435,111,310

More than 3 months up to 1 year

72,085,625

105,370,842

More than 1 year up to 5 years

18,035,084

21,606,883

3,735,851

2,554,739

280,395,608

564,643,774

Up to 3 months 1

More than 5 years

Note 18 - Deferred tax liabilities
At 31 December 2020, deferred taxes totalled EUR 2,353,571 (2019: EUR 2,853,769).
This amount was calculated on the unrealised gain of available-for-sale Bank
portfolio securities, with a gross value of EUR 9,436,934 (2019: EUR 11,442,538).
This unrealised gain was recorded in the revaluation reserve (note 23) for a net amount
of EUR 7,083,363 (2019: EUR 8,588,769).
The tax rate used in 2020 and 2019 was 24.94%.

Note 19 - Other liabilities
This item is broken down as follows at 31 December1 :
2019

Short-term debts

105,808

106,005

10,389,086

17,917,844

8,894,710

4,408,238

Premiums for options sold

35,417,732

41,763,636

Other1

98,228,078

85,599,003

153,035,414

149,794,726

Miscellaneous creditors

For debts with periodical payments, the residual maturity is the period between
the balance sheet date and the due date of each payment.
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2020

Preferential creditors

1
	
Change in 2019 figures for “interbank debts” and “client deposits” – See Note 2.12

d)	Debts to affiliated undertakings, relating to this item, amounted to
EUR 183,020,634 at 31 December 2020 (2019: EUR 180,057,363).

expressed in EUR

1

Changes in 2019 figures for “other liabilities” and “accruals and deferred payments”

Other liabilities - other mainly consist of temporary cash or securities positions pending
settlement.
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Note 20 - Accruals and deferred payments

Note 23 - Changes in reserves and results brought
forward

The details of accruals and deferred payments at 31 December are as follows:
expressed in EUR

2020

2019

Interest 1

36,397,008

42,547,163

Commissions received in advance

10,448,757

12,997,710

348,600

10,787,624

47,194,365

66,332,497

Other 1

1

Annual accounts
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Change in 2019 figures for “Other liabilities” and “Accruals and deferred payments” – See Note 2.12

Profit (loss) for the
year ended
31 December 2019

Details of the subordinated loan as at 31 December 2020 is as follows:
Loan amount

Loan amount

expressed in USD

expressed in euros

211,000,000

171,950,126

Interest rate
6M USD Libor
+224.5 bps

Issue date

03/03/2017

At 31 December 2019, the subordinated loan amounted to EUR 187,822,681
(equivalent to USD 211,000,000).

Note 22 - Subscribed capital and share premiums
At 31 December 2020 and 2019, the share capital amounted to EUR 83,400,000,
consisting of 1,492,639 registered shares with no nominal value.
At 31 December 2020 and 2019, share premiums amounted to EUR EUR 521,242,531.
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Free
reserve

Other
reserves

8,510,000

134,690,247

167,329,833

310,530,080

8,588,769

55,152

-

-

-

-

-

101,354,225

-

17,128,545

17,128,545

Revaluation
reserve

Results
brought
forward

expressed in EUR
Balances at 1 January
2020

Note 21 - Subordinated liabilities

Legal
reserve

Total
reserves
(excl.
revaluation
reserve)

Allocation to other
reserves
Dividends

-

-

-

Transfer

-

99,008,065

(99,008,065)

Revaluation of bonds
and other fixedincome securities

-

-

8,510,000

233,698,312

Balances at
31 December 2020

(17,128,545)
-

(84,250,000)

-

-

-

-

-

(1,505,406)

-

85,450,313

327,658,625

7,083,363

30,832

Legal reserve:
Under Luxembourg law governing public limited companies (“sociétés anonymes”), an
annual deduction of at least 5% is made from net profits. This deduction is used to set
up a legal reserve until this reaches 10% of the share capital. Distribution of this reserve
is not permitted.
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Note 26 - Commitments

Other reserves:
In accordance with the tax laws in force, the Bank has decided to allocate an amount
corresponding to at least five times the amount of the wealth tax (IF) to the reserves
that are not available for distribution. This reserve is unavailable for five years from its
establishment.
The share of the 2019 profits allocated to the special reserve in 2020 amounted to
EUR 17,128,545.

Contingent liabilities consist of the following items:
2020

2019

10,320,000

10,735,113

531,045,282

515,123,636

541,365,282

525,858,749

At 31 December 2020, contingent liabilities to affiliated undertakings amounted to
EUR 114,938,034 (2019: EUR 69,456,116 1).
Change in 2019 figures concerning “Contingent liabilities”, “Contingent liabilities to affiliated undertakings” and
“Commitments” – See Note 2.12

1
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2019

2,256,814,470

2,585,764,989

2,256,814,470

2,585,764,989

Note 27 - Association for the Guarantee of Deposits in
Luxembourg (AGDL)

Note 25 - Contingent liabilities

Counter-guarantees

Unused confirmed credit lines 1
(EUR 3,000 for affiliated undertakings in 2020 and none in 2019)

2020

Changes in 2019 figures concerning “Contingent liabilities”, “Contingent liabilites to affiliated undertakings” and
“Commitments” - see Note 2.12

The euro equivalent of liabilities denominated in a currency other than the euro
amounted to EUR 4,310,173,702 at 31 December 2020 (2019: EUR 1,895,064,528).

Guarantees and other direct credit substitutes 1

expressed in EUR

1

Note 24 - Liabilities in foreign currencies

expressed in EUR

Commitments consist of the following items:

The law on resolution, reorganisation, and winding-up measures of credit institutions
and certain investment firms, on deposit guarantee and investor compensation
schemes (the “Law”), transposing into Luxembourg law Directive 2014/59/EU
establishing a framework for the recovery and resolution of credit institutions and
investment firms and Directive 2014/49/EU on deposit guarantee and investor
compensation schemes, was passed on 18 December 2015.
The deposit guarantee and investor compensation scheme in force until then,
implemented by the Association for the Guarantee of Deposits in Luxembourg (AGDL),
was replaced by a new contributory deposit guarantee and investor compensation
scheme. The new system guarantees all eligible deposits of a single depositor for up
to EUR 100,000 and investments for up to EUR 20,000. The law further provides that
deposits resulting from specific transactions, fulfilling a social objective, or related to
special life events are protected beyond EUR 100,000 for a period of 12 months.
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By the end of 2024, the amount of financial resources of the SRF should reach at
least 1% of the guaranteed deposits, as defined in Article 1 number 36 of the Law,
of all credit institutions authorised in all participating Member States. This amount is
collected from credit institutions through annual contributions during financial years
2015 to 2024.

(2019: EUR 2,451,044) as well as the 2020 SRF contribution of EUR 6,897,651
(2019: EUR 5,468,025). For the SRF contribution, the Bank opted for the Irrevocable
Payment Commitment for EUR 1,034,648 (2019: EUR 820,204). As a result, the expense
for 2020 is EUR 8,666,316, recorded in other operating charges (2019: EUR 7,098,865)
(note 33).

The target level of FGDL financial resources of 0.8% of guaranteed deposits, as defined
in Article 163 number 8 of the Law, of member institutions was reached by paying
the contributions annually until 2018. As from 2019, Luxembourg credit institutions
will continue to contribute for eight additional years in order to provide an additional
safety cushion of 0.8% of guaranteed deposits as defined in Article 163 number 8 of
the Law.

The Bank thus reversed a portion of its AGDL provision in other operating income for
EUR 7,846,112 (2019: EUR 7,919,069) (note 32).

The law of 23 December 2016 implementing the 2017 tax reform introduced a neutral
tax treatment of reversals of the AGDL provision in several subsequent instalments
during a transitional period from 2016 to 2026. The amount of the reversal for each tax
year must be at least equal to the amount of FGDL and SRF contributions chargeable
to the same tax year. The portion of the provision not yet reversed at the end of the
transitional period must be reversed and linked to the result of the 2026 tax year.
On 18 January 2017, the CSSF issued a circular on the repeal of the AGDL and the
accounting treatment of the reversal of the AGDL provision in order to allow banks to
apply an accounting treatment in line with the tax treatment provided for by the law of
23 December 2016.
At 31 December 2020, the AGDL provision not yet reversed amounted to
EUR 13,434,150 (2019: EUR 21,280,262).
In 2020, the Bank paid the 2020 FGDL contribution of EUR 2,803,313
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The total amount of the Irrevocable Payment Commitment was EUR 3,082,946 at
31 December 2020 (2019: EUR 2,048,298) and is recorded in “Other assets - Other”.

Note 28 - Information on financial instruments
Risk management objectives and strategies
A modern bank wishing to ensure a good level of profitability on a continuous
basis needs to use and control a range of financial instruments, both primary and
derivatives.
The Bank’s risk management strategy is in accordance with the strategy of ING Group.
The management report describes in detail risk management parallel to the Bank’s
objectives.
Analysis of financial instruments
The financial instruments addressed in the tables below involve both primary and
derivative financial instruments.
Financial instrument means any contract giving rise at the same time to a financial
asset of one party and a financial liability or equity instrument of another party.
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28 1 Information on primary financial instruments
Primary financial instruments consist solely of instruments belonging to the nontrading book category. Their net book value is classified based on residual maturity.

At 31 December 2019, non-trading book primary financial instruments were analysed
as follows (in EUR) 1:

Instrument category

<= 3 months

> 1 year
<= 5 years

> 5 years

-

-

-

3,864,285,602

Interbank receivables

2,089,107,740

97,791,541

1,064,166,164

213,333,333

3,464,398,778

Customer loans and
advances

700,302,681

1,131,171,849

3,231,488,010

3,605,908,906

8,668,871,446

Bonds and other
fixed-income securities

104,078,322

54,096,483

858,437,913

987,035,468

2,003,648,186

37,551

-

-

-

37,551

6,757,811,896

1,283,059,873

5,154,092,087

-

-

-

5,058,828,532

Interbank receivables

525,616,153

250,000,000

749,500,000

464,666,667

1,989,782,820

Customer loans and
advances

494,120,293

1,825,238,371

2,794,317,422

3,366,991,909

8,480,667,995

16,010,150

563,321,485

871,623,329

818,576,707

2,269,531,671

37,543

-

-

-

37,543

6,094,612,671

2,638,559,856

4,415,440,751

Interbank debts

467,309,739

44,507,744

40,106,195

14,666,667

566,590,345

Client deposits

15,698,619,097

105,370,842

21,606,883

2,554,739

15,828,151,561

Debt securities

458,455

-

-

-

458,455

481,042,723

14,414,476

16,141,756

14,259,794

525,858,749

Total

Contingent liabilities
Commitments
Total

4,806,277,707 18,001,241,563

Financial liabilities
Interbank debts

700,760,547

-

3,000,000

13,333,333

717,093,880

Client deposits

15,797,238,797

72,085,625

18,035,084

3,735,851

15,891,095,357

Debt securities

456,951

-

-

-

456,951

452,134,099

59,746,163

16,419,805

13,065,215

541,365,282

2,256,814,470

,

,

,

2,256,814,470

19,207,404,864

131,831,788

37,454,889
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4,650,235,283 17,798,848,561

Financial liabilities

1

Commitments

5,058,828,532

Shares and other variable-income securities
3,864,285,602

Contingent liabilities

Total

Bonds and other
fixed-income securities

Total

Cash, credit balances with
central banks, and postal
cheque office

Total

> 5 years

Cash, credit balances with
central banks, and postal
cheque office

Financial assets

Shares and other variable-income securities

> 1 year
<= 5 years

Financial assets

At 31 December 2020, non-trading book primary financial instruments were analysed
as follows (in EUR ):
> 3 months
<= 1 year

<= 3 months

> 3 months
<= 1 year

Instrument category

The fair value corresponds to the market value where the instruments are listed on
an active and liquid market or the estimated replacement value for all other unlisted
instruments.

Total

Annual accounts

Report of the Statutory Auditor

2,585,764,989
19,233,195,003

2,585,764,989
164,293,062

77,854,834

31,481,200 19,506,824,099

Change in 2019 figures for “Interbank debts”, “Client deposits ” and “Commitments” – See Note 2.12

At 31 December 2020 and 2019, there were no primary financial instruments in the
trading book.

30,134,399 19,406,825,940
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28 2 Information on derivatives
Derivatives are presented in two parts. The first comprises non-trading book derivatives.
Their notional values are classified based on residual maturity. Non-trading book
derivatives are not reported at fair value; for these products, the Bank acts as
intermediary between its customers and other banks.
Trading book derivatives are classified in the same way as non-trading book derivatives
adding fair value at year-end.
The fair value corresponds to the market value where the instruments are listed on
an active and liquid market or the estimated replacement value for all other unlisted
instruments.
Derivatives are split into three categories: instruments linked to exchange rates,
instruments linked to interest rates and instruments linked to other market prices.
Part of the operations undertaken by the Bank is intended to hedge against the effects
of fluctuations in interest rates, exchange rates or market prices and the other part is
intended for the Bank’s trading activities. Transactions involving derivatives are also
performed on behalf of customers.
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The main instruments linked to exchange rates are:
Forward exchange transactions (swaps and outrights);
Futures;
Options.
The main instruments linked to interest rates are:
Interest rate swaps;
Futures;
Forward rate agreements;
Options.
The main instruments linked to other market prices are:
Futures;
Options.
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28 2

At 31 December 2020, non-trading book derivatives were analysed as follows (in EUR):

At 31 December 2019, non-trading book derivatives were analysed as follows (in EUR):

Over-the-counter (at notional value)

Over-the-counter (at notional value)

Instrument category

<= 3 months

> 3 months
<= 1 year

> 1 year
<= 5 years

> 5 years

Total
notional value

Instrument category

Financial assets

Financial assets

Interest rate instruments

Interest rate instruments

* Swaps

180,000,000

677,070,517

2,137,381,885

952,979,111

3,947,431,513

Foreign exchange instruments

<= 3 months

> 3 months
<= 1 year

> 1 year
<= 5 years

> 5 years

Total
notional value

640,000,000

1,055,000,000

2,191,619,130

439,176,972

4,325,796,102

* Swaps
Foreign exchange instruments

* Swaps

1,387,202,952

-

-

-

1,387,202,952

* Swaps

272,055,313

-

-

-

272,055,313

Total

1,567,202,952

677,070,517

2,137,381,885

952,979,111

5,334,634,465

Total

912,055,313

1,055,000,000

2,191,619,130

439,176,972

4,597,851,415

15,000,000

313,000,000

1,250,469,130

1,897,776,972

3,476,246,102

268,306,820

-

-

-

268,306,820

-

-

-

-

-

* Options

395,893,500

-

-

-

395,893,500

Total

679,200,320

313,000,000

1,250,469,130

1,897,776,972

4,140,446,422

Financial liabilities

Financial liabilities

Interest rate instruments

Interest rate instruments

* Swaps
* Options

99,000,000

78,820,517

782,481,885

1,763,679,111

2,723,981,513

110,723,158

-

-

-

110,723,158

Foreign exchange instruments

* Swaps
* Options
Foreign exchange instruments

* Swaps

-

-

-

-

-

Instruments linked to property

* Swaps
Instruments linked to property

* Options

423,536,881

-

-

-

423,536,881

Total

633,260,039

78,820,517

782,481,885

1,763,679,111

3,258,241,552

Note: Contracts showing a positive or negative fair value as at 31 December are
considered financial assets and financial liabilities.
As at 31 December 2020 and 2019, there were no derivatives classified in the nontrading book.
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28 2

At 31 December 2020, trading book derivatives were analysed as follows (in EUR):
Over-the-counter
Instrument category

<= 3 months

> 3 months <= 1 year

> 1 year <= 5 years

Total

Notional value

Fair value

Notional value

Fair value

Notional value

Fair value

Notional value

Fair value

4,836,630,160

1,646,448

403,268,897

770,028

9,113,314

175,582

5,249,012,371

2,592,058

4,836,630,160

1,646,448

403,268,897

770,028

9,113,314

175,582

5,249,012,371

2,592,058

* Futures

62,043,373

(466,100)

1,642,692

(109,844)

-

-

63,686,065

(575,944)

* Options

-

-

1,152,997

(14,262)

4,758,930

(154,880)

5,911,927

(169,142)

62,043,373

(466,100)

2,795,689

(124,106)

4,758,930

(154,880)

69,597,992

(745,086)

Financial assets
Foreign exchange instruments
* Futures

Financial liabilities
Foreign exchange instruments

Total

At 31 December 2019 trading book derivatives were analysed as follows (in EUR):
Over-the-counter
Instrument category

<= 3 months

> 3 months <= 1 year

> 1 year <= 5 years

Total

Notional value

Fair value

Notional value

Fair value

Notional value

Fair value

Notional value

Fair value

6,296,226,050

562,294

239,160,736

273,416

20,872,188

53,248

6,556,258,974

888,958

6,296,226,050

562,294

239,160,736

273,416

20,872,188

53,248

6,556,258,974

888,958

* Futures

160,813,345

(3,026,735)

11,222,234

(261,417)

12,355,350

(275,910)

184,390,929

(3,564,062)

* Options

4,868,721

(9,616)

7,647,197

(38,200)

-

-

12,515,918

(47,816)

165,682,066

(3,036,351)

18,869,431

(299,617)

12,355,350

(275,910)

196,906,847

(3,611,878)

Financial assets
Foreign exchange instruments
* Futures

Financial liabilities
Foreign exchange instruments

Total

At 31 December 2020 and 2019, there were no derivatives classed in the trading book.
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Note 29 - Credit risk management

The capital requirement to cover credit risk is as follows 1 :

The Bank is required to control the various risks to which it is exposed by calculating the
integrated ratio. Good risk management also involves putting in place an administrative
and accounting structure to enable the Bank to measure risk and record and monitor it
optimally.

Balance sheet
totals *

Weighted
totals

Capital
requirement

Of which assets weighted at 0%

5,067,072,342

-

-

Of which assets weighted at 20%

5,013,074,740

1,002,614,948

80,209,196

Of which assets weighted at 50%

3,427,410,713

1,713,705,357

137,096,429

Of which assets weighted at 100%

4,672,919,871

4,672,919,872

373,833,589

18,180,477,666

7,389,240,177

591,139,214

Off-balancesheet totals

Weighted
totals

Capital
requirement

2,798,179,752

199,086,369

15,926,910

Balance sheet
totals *

Weighted
totals

Capital
requirement

Of which assets weighted at 0%

6,225,533,255

-

-

Of which assets weighted at 20%

3,395,343,902

679,068,780

54,325,502

3,253,442,992

1,626,721,496

130,137,720

5,114,970,776

5,114,970,776

409,197,661

17,989,290,925

7,420,761,052

593,660,883

Off-balancesheet totals

Weighted
totals

Capital
requirement

3,111,623,738

219,401,755

17,552,140

31 December 2020 (in EUR)
Balance sheet items

Credit risk management also involves ensuring an appropriate level of concentration
of loans per counterparty and per geographical zone. The table below shows the
concentration of risk by counterparty and by geographical zone at 31 December:
Geographical distribution of loans, bonds, and equities
in thousands of EUR

2020

2019

12,560,270

10,833,744

United States

295,194

501,882

Canada

305,365

354,541

United Kingdom

279,121

333,725

Sweden

77,261

124,853

Norway

142,423

141,246

Other

477,322

450,029

14,136,956

12,740,020

Eurozone

Off-balance-sheet items other than derivatives

31 December 2019 (in EUR)
Balance sheet items

Of which assets weighted at 50%

Breakdown by type of counterparty for loans, bonds, and equities
in thousands of EUR

2020

2019

4,474,040

3,091,134

Public sector

988,560

942,664

Legal entities

3,438,585

3,538,733

Private individuals

3,409,805

3,307,515

Financial institutions

1,825,966

1,859,974

14,136,956

12,740,020

Banks

Of which assets weighted at 100%

1

Off-balance-sheet items other than derivatives 1

* Before allocation of the fixed provision
Change in 2019 figures for “Off-balance sheet items other than derivatives” and “Balance sheet items - Of which
assets weighed at 100%” – See Note 2.12

1
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Credit risk for over-the-counter derivatives (use of the mark-to-market method)
(non-trading book)
Notional
principal amounts

Current
replacement costs

Potential future
replacement costs

Overall replacement costs
= Net risk exposure

Capital
requirement

3,907,200,000

57,755,682

24,474,000

82,229,682

6,578,375

-

-

-

-

-

-

-

-

-

-

1,373,012,441

-

13,730,124

13,730,124

1,098,410

31 December 2020 (in EUR)
Banking counterparties (Weighting assigned to the counterparty or guarantor = 0%)
Interest rate contracts
Foreign exchange and gold contracts
Banking counterparties (Weighting assigned to the counterparty or guarantor = 20%)
Interest rate contracts
Foreign exchange and gold contracts

Non-banking counterparties (Weighting assigned to the counterparty or guarantor = 50%)
Interest rate contracts

40,231,513

2,687,638

507,597

3,195,235

255,619

Foreign exchange and gold contracts

14,190,511

-

141,905

141,905

11,352

Current
replacement costs

Potential future
replacement costs

Overall replacement costs
= Net risk exposure

Capital
requirement

4,305,800,000

57,716,483

18,073,000

75,789,483

6,063,159

-

-

-

-

-

-

-

-

-

-

271,053,813

-

2,710,538

2,710,538

216,843

19,996,102

1,797,089

272,750

2,069,839

165,587

1,001,500

-

10,015

10,015

801

Credit risk for over-the-counter derivatives (use of the mark-to-market method)
(non-trading book)
Notional
principal amounts
31 December 2019 (in EUR)
Banking counterparties (Weighting assigned to the counterparty or guarantor = 0%)
Interest rate contracts
Foreign exchange and gold contracts
Banking counterparties (Weighting assigned to the counterparty or guarantor = 20%)
Interest rate contracts
Foreign exchange and gold contracts

Non-banking counterparties (Weighting assigned to the counterparty or guarantor = 50%)
Interest rate contracts
Foreign exchange and gold contracts
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Credit risk for over-the-counter derivatives (using the method of valuation at market price)
(trading book)
Notional
principal amounts

Current
replacement costs

Potential
future replacement costs

Total replacement costs
= Net risk exposure

Capital
requirement

-

33,418,143

33,418,143

2,673,451

2,592,058

19,492,218

22,084,276

1,766,742

Current
replacement costs

Potential
future replacement costs

Total replacement costs
= Net risk exposure

Capital
requirement

-

49,922,006

49,922,006

3,993,760

888,958

16,475,471

17,364,429

1,389,154

31 December 2020 (in EUR)
Banking counterparties (Weighting assigned to the counterparty or guarantor = 20%)
Foreign exchange and gold contracts

3,321,470,956

Non-banking counterparties (Weighting assigned to the counterparty or guarantor = 50%)
Foreign exchange and gold contracts

1,927,541,415

Credit risk for over-the-counter derivatives (using the method of valuation at market price)
(trading book)
Notional
principal amounts
31 December 2019 (in EUR)
Banking counterparties (Weighting assigned to the counterparty or guarantor = 20%)
Foreign exchange and gold contracts

4,925,945,286

Non-banking counterparties (Weighting assigned to the counterparty or guarantor = 50%)
Foreign exchange and gold contracts
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Note 31 - Result from financial operations

Concentration of risks
The Bank is subject to banking regulation in Luxembourg, in particular the law of 5 April
1993 on the financial sector, and in particular Article 56-1 on companies carrying out
intra-group financing transactions.

At 31 December, this was analysed as follows 1:
expressed in EUR

At the Bank’s request, the CSSF approved the complete exemption of risks taken on
ING Group in the calculation of large exposure limits, in accordance with Part XVI,
point 24 of Circular 06/273 as amended and subsequently replaced by Article 400.2 of

Names of related parties

Exposures exempted

expressed in EUR
ING Bank N.V.

2,170,495,562

ING Belgium

1,689,527,882

ING Lease Luxembourg S.A.
Other

17,386,252

17,580,454

Option premiums 1

(1,868,934)

(2,076,634)

2,278,003

3,390,960

(1,729)

1,329,488

(8,870,722)

(8,571,649)

Profit (loss) on transactions related to exchange rates

2,974,537

(2,011,633)

Miscellaneous

(530,500)

79,091

11,366,907

9,720,077

2020

2019

-

23,705

7,846,112

7,919,069

632,388

300,000

-

121,545

Release of provision for taxes

417,006

798,810

Rents received

575,701

657,988

2,353,149

2,848,571

11,824,356

12,669,688

Loss on transactions related to interest rates

1

Changes to 2019 figures concerning Note 31 - see Note 2.12

Note 32 - Other operating income
At 31 December, this was analysed as follows1 :
expressed in EUR

99,175,576

Profit on stock market operations

4,257,877,964

Release of AGDL provision (note 27)
Release of provision for customer disputes

Note 30 - Income from securities

ING Luxembourg Annual Report 2020

Exchange profit (loss) 1

Profit (loss) on securities

298,678,944

At 31 December 2020, income from securities consisted of the Luxembourg Stock
Exchange dividend of EUR 26,724 (2019: Luxembourg Stock Exchange dividend of
EUR 26,724 and ING Belgium International Finance S.A. of EUR 8).

2019

Profit (loss) on structured products

Regulation (EU) 575/2013 on prudential requirements for credit institutions (“CRR”).
As at 31 December 2020, the Bank’s exempt exposures with regard to ING Group’s
entities were broken down as follows:

2020

Gains realised on disposals of equity interests

Miscellaneous
1

1

Changes to 2019 figures concerning Note 32 – See Note 2.12
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Note 33 - Other operating charges

Note 35 - Breakdown of revenue by geographical zone

At 31 December, these were analysed as follows:

A majority of the revenue came from countries in central and western Europe.

expressed in EUR

2020

2019

Provision for customer disputes

183,574

67,503

SRF/FGDL contribution (note 27)

8,666,316

7,098,865

Losses on stock market operations

201,250

32,064

Retrocessions

534,542

514,483

Miscellaneous

1,881,841

1,996,811

11,467,523

9,709,726

Note 34 - Management and representation services
provided by the Bank
The Bank provides the following activities for third parties:
Wealth management and advice
Keeping and administration of securities
Safe-deposit boxes to rent
Fiduciary representation
Function of agent
Administrative agent and custodian of securities on behalf of SICAV.

Note 36 - Staff
The number of staff members employed on average during the year was as follows:
2020

2019

29

30

Middle Management

266

251

Other staff

590

594

885

875

Executive Committee and Senior Management

At 31 December 2020, the number of staff members employed by the Bank was 874
(31 December 2019: 895).

Note 37 – Remuneration of administration and
management bodies
The remunerations allocated to the various bodies of the Bank during the year were
broken down as follows:
expressed in EUR
Administrative bodies (6 people in 2020, 7 in 2019)
Executive Committee and Senior Management
(28 people in 2020, 30 in 2019)
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2020

2019

186,656

181,894

6,357,162

6,633,116

6,543,818

6,815,010
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Note 38 - Statutory auditor’s fees
Fees for services invoiced to the Bank during the financial year by KPMG Luxembourg,
Société coopérative or member firms of the KPMG network are indicated in the table
below:
Amount in EUR (excluding VAT)
Statutory audit of financial statements

2020

2019

347,009

282,051

347,009

282,051

These fees are presented as other administrative costs in the profit and loss account.

Note 39 – Impact of Covid-19
Emerging in China at the very end of 2019, the COVID-19 health crisis spread to the
rest of the world in early 2020. To date, the American continent represents 44% of
the cases identified, followed by Europe (34%) and South East Asia (12%). Taken
individually, the United States, India and Brazil have the largest number of infected
people. In Europe, Russia, the United Kingdom, France, Italy, Spain and Poland were the
most affected countries.
As at 10 March 2021, the WHO’s official count reported 2.6 million deaths and 117
million infected people.
Since the first quarter of 2020, in order to prevent the spread of the virus, many
countries made decisions to lock down their populations, reducing consumption
and thus economic activity. The OECD expects a decline in global GDP of 4.2% and
a Eurozone recession of 7.5% in 2020 (including Germany -5.5% and France -9.1%).
Governments and central banks have quickly taken measures to support the economy,
by cutting interest rates as well as providing financial support to companies in difficulty
ING Luxembourg Annual Report 2020

and individuals. However, these measures remain very different from one country to
another.
The Covid-19 crisis created significant volatility on the financial markets with a global
equity markets crash in Q1 2020, which nevertheless gave way to a return towards
initial levels by the end of 2020. The observations obviously varied a lot depending on
the business sector.
ING Luxembourg took steps to limit the spread of the virus by applying as much as
possible physical distancing and teleworking measures, alternating between total
teleworking and office work/teleworking periods, in an effort to protect the health of
its employees. Until further notice, and in accordance with the CSSF’s requirements,
teleworking is preferred. For employees who had to come to the office for service
obligations, measures had been taken to protect them as much as possible by
installing plexiglas in the open-spaces, staggering workstations and providing masks
and hand sanitizer.
The Board of Directors was very quickly informed of the consequences of the pandemic
for the Bank and of the measures taken by the management to respond to the
situation. Thus, after the Board of Directors meeting on 25 March 2020, which was an
opportunity for an initial review of the situation, another Board meeting was held on 27
April 2020 to present the forecasts of the impact of the pandemic on ING Luxembourg’s
financial situation. In general, ING Luxembourg has shown great resilience to the
Covid-19 crisis in 2020. With regards to income, the main impact involving a margin
loss due the drop in USD and GBP rates was largely offset by an increase in the margin
in euros, as well as an increase in fees. The additional costs linked to the pandemic
were offset by lower spending on other types of costs. Finally, the cost of risk doubled,
but was still at a very reasonable level for the sector.
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2021 expectations remain fairly close to pre-crisis forecasts, but the situation continues
to be monitored very carefully, and the Board of Directors is regularly updated.

Note 40 – Events after 31 December 2020
There are no significant events to report.
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