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Pauline Bianchi – IR&RA Rabobank: Welcome everybody to the webcast and conference 

call on Rabobank’s interim results 218. As mentioned, my name is Pauline Bianchi. I am 

heading the Investor Relations and Rating Agencies department. 

This afternoon Wiebe Draijer, our CEO, and Bas Brouwers, our CFO, will present an overview 

of our results.  

The presentation will take about 30 minutes and afterwards you will have the opportunity to 

ask questions.  

I would now like to hand over the presentation to Mr. Wiebe Draijer. 

 

 

Wiebe Draijer – CEO Rabobank: Thank you Pauline. Welcome and thank you for joining. 

What I would like to do is shortly introduce the progress we made in the first half of 2018 on 

our strategic priorities and then quickly move over to Bas to talk about the financial aspects of 

them. On page 2 you see the overview of our strategy framework, our mission ‘Growing a 

better world together’, the two priorities Banking for the Netherlands and Banking for food and 

under that, the four pillars: excellent customer focus, meaningful cooperative, Rock-solid bank 
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and Empowered employees. All our actions, priorities and all our focus lie with fulfilling the ten 

strategic top priorities that are underlined there. So, I would not so much like to repeat that 

strategy but give you a vignette, a couple of illustrations of the progress we have made in the 

last half year on the four pillars that you see. I will do that with a couple of examples and not 

with the full story. 

 

Page 3 shows them for the first two pillars, the excellent customer focus and the meaningful 

cooperative. We are very happy with the progress we have made and with the results in the 

last half year, both in terms of – obviously – the financial results that we will talk about later, 

but also the appreciation our clients are giving us, which again improved in the last half in terms 

of NPS. We have seen that not only reflected in NPS’s but also in for example the first place 

in a customer-first award ranking. That shows that we have really made progress on customer 

orientation, both by our increased digital service levels but also by our direct advice through 

our advisors. 

In the last half year we have also seen growth in our loan book and in our deposit base. Both 

are signs of a vibrant role that we play in our customers’ environment. We have done that to a 

large degree also by large investments and actions on the innovations’ side. Let me give a few 
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examples. One is the introduction of Surepay, which was launched for our clients already last 

year but has been rolled out to all or most Dutch banks and their customers this year. This 

illustrates that Rabobank is also leading in a number of areas in terms of innovation and 

digitisation.  

We are also the first Dutch bank to facilitate third-party payments on our platform, on our PSD2. 

That is the future of the world that we see. We experimented with that in our app.  

Recently, we have launched an interesting additional service that you can check your account 

via Google Assistant, using voice-operated assignments. 

All these examples are illustrations of our continuous focus on excellent customer focus and 

the results that we are seeing are reflected in our NPS and bigger digital support. 

On the meaningful cooperative side, we are seeing our commitment in sustainability and a 

footprint on food and on sustainability in the Netherlands, reflected in a number of international 

scoring agencies that have scored us very high on the ESG front. ESG stands for – as you 

might know – Environment, Social and Governance, which is the umbrella-term for all 

sustainability indicators. There are at least a couple, Sustainalytics, Oekom Prime, and 

RobecoSam that have scored us very high in their rankings, certainly the highest of the Dutch 

banks but also internationally speaking. We have used that rating and that scoring also to 

launch the first – what we call – ESG leader program, where we have gone through a CP/CD 

program with an umbrella of 5 billion and a first-launch this year where we use the sustainability 

footprint and commitment to also get dedicated funding. This time it is short-term funding. 

Materially speaking, we have also launched the Kickstart Waste effort, which aims to make a 

material impact on the waste issue in the food supply chain. Allow me two minutes to explain. 

Food has about 30% share in the global CO2 emissions and waste is again one third of that. 

If you really boil down about 8% of the total CO2 footprint is lost in food waste. We have 

launched this effort to attack food waste with our clients across the supply chain, both at the 

production site in Africa where we are investing with our foundation in all sorts of storage 

facilities so that less food is lost at the production site, but also through efforts in the 

Netherlands, for example with the ‘verspillingsfabriek’, where we are looking at ways to re-use 
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food at the end of the supply chain. It is an illustration of our commitment to making the food 

supply of the world sustainable through real actions with our clients. 

  

Let me give some highlights of the Rock-solid bank progress. There, Bas will take most of the 

time to go through the financials but on a high level our profit has grown 12% to EUR 1.7 billion. 

Our CET ratios are up again and they are now in the very solid range of 15.8%. The total 

capital ratio is in the 26.1-range. We have also continued our focus in terms of optimising our 

balance sheet towards those activities that made strategic sense through two smaller lay-offs 

or reductions of our balance sheet in our portfolio, non-core activities in the CRE portfolio and 

some development activities in France. Both help to focus the balance sheet to where it matters 

most. We have also made progress on our cost/income ratio in the last half year. Bas will 

probably say some more about the underlying numbers there.  

The final area I would like to talk about in terms of the pillars is ‘Empowered employees’. We 

have seen progress on the motivation of our people through internal surveys but we have also 

seen external recognition of Rabobank being the o. 1 attractive employer of the country, based 

on a survey among top talent.  
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We are also making material progress – again – on diversity. We already had made significant 

steps in terms of the women representation at the top of the bank: 33% overall and 40% in the 

managing board. But we are also particularly proud that we are making steps on our related 

priority on cultural diversity, where our young talent pool is now for 30% consisting of a 

culturally diverse talent pool to strengthen us. 

Also, we have engaged our employees and our professionals in innovation. We have done that 

through a net start-up idea-generation competition, where 235 ideas have been launched by 

our own employees on real business ideas that can make a difference in the world, but this is 

more in the context of our innovation effort where we continue to launch and serve innovation 

and digitisation, both of ourselves, our direct service to our clients and through better service 

through own new ventures but also helping our clients to innovate. 

 

One area is worthwhile to explore a little bit further beyond these four pillars and that is what 

we are doing with the transformation of the Dutch retail business. There, we have gone through 

a significant governance change about two years ago, where we merged all local member 

banks into one bank balance sheet, while preserving the local governance structure of local 

banks serving local communities.  
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We have gone through a second phase in the last two years, where we regionalised many 

activities that lend themselves to scale advantages and went through a significant 

improvement and reduction of staffing on those activities. Right now, we have support of our 

General Members Council for another transformation of our local banking activities, where we 

optimise the service model to make sure that we still stay close by the local communities but 

combine all activities that are non-client related and some of the client-service areas that 

require real skills in 14 regions where we, again, capture scale and benefits. 

These three waves and steps are part of our overall strategic plan to deliver a reduction of 

staffing of the bank as a whole of 12,000 FTEs. More importantly, this model helps us to 

continue to serve our clients nearby with digital services but also with advice nearby in the 

local communities. 

So, I think we have made a robust next step and that is now in the process of being 

implemented and part of our continuous improvement in the context of our strategy. 

 

The result of this is underway in two dimensions. One is that you can see the NPS, the 

representation of how clients think of us when they work with us. That is only one indicator of 

client appreciation but it is a consistently measured indication that shows strong and continued 
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progress. The second is that the total staffing levels continue to go down. The net reduction in 

the last half year is a little bit less than in the previous year, because of on the one hand 

underlying reductions and on the other hand some additions because of investments in 

digitisation and innovation. Net-net it is still a reduction but further reductions are to come with 

the new operating model of the Dutch retail operations. 

 

Before I hand over to Bas, I want to make a stop at our continued effort to optimise Rabobank’s 

balance sheet. Last year, we highlighted the four levers that we use for that: funding 

diversification, balance sheet flexibility initiatives, the net reduction of balance sheet efforts, 

and the capital base strengthening effort. We have continued to do transactions and made 

steps to improve that in the first half of 2018. This program is continuing and has helped us to 

diversify our funding, to improve our capital ratios and to optimise our balance sheet, geared 

more towards the core of our strategy. 
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Net-net that has delivered results that in our view are very nice and strong results. Bas will go 

through them in more detail. 

Bas Brouwers – CFO Rabobank: Thank you, Wiebe. 

 



  
__________________________________________________________________________________ 
 

___________________________________________________________________________________ 
 
Rabobank H1 2018 ANALYST MEETING 10 
 
 

Let me start with our net profit development. At the bottom of the page you see the net result 

of EUR 1.7 billion that Wiebe referred to already. This is an increase of 12% and in euro-terms 

an increase of nearly EUR 200 million. 

Let me first summarise how we came to this figure. If we look at our total income we see it is 

slightly up, close to EUR 100 million up, where other results are compensating for a somewhat 

lower interest income. I will come back on the latter in a minute. 

In our expenses we see somewhat higher regulatory levies that are more than compensated 

by lower operational expenses, so over EUR 100 million lower cost base compared to the 

same period last year.  

For the third consecutive time we show negative credit losses where we fully benefit from the 

positive economic climate. Of course, we should keep in mind that those numbers are not 

sustainable going forward. But for today, we can benefit from this development. 

We see a stable tax line, which means that we are benefitting from a lower effective tax rates 

as the profit is higher. That comes from the US tax reform leading to – as I said – a flat amount 

of taxes to be paid. 

All in all, as I said, 12% increase in net profit. If we would correct for the appreciation of the 

euro against the Australian and the US dollar, the increase would have been 14%. Out of this 

EUR 1.7 billion we can retain EUR 1.2 billion and that compares to EUR 0.9 billion in the same 

period last year and that is not only because of the higher profit number but also because we 

could redeem a couple of our expensive Tier 1 instruments since July 2017. 

All in all, as Wiebe already mentioned, from a financial perspective, a profit perspective we 

have a relatively good year and that is what you also see on the right-hand side where we 

show our profit development in a historical perspective over the last three years. It is the 

highest profit number for the first half year compared to the previous years. 



  
__________________________________________________________________________________ 
 

___________________________________________________________________________________ 
 
Rabobank H1 2018 ANALYST MEETING 11 
 
 

 

 

On this slide, we take a look at the development of our underlying profit before tax. There, we 

adjust for the exceptional items that you will probably recognise from our previous disclosures. 

They are visualised in light blue in the graph and you see the specification in the table on the 

left. All in all, you can conclude that we could match or came out higher than the result of 2017. 

If we look at the contributors to that, we see that all our four commercial business lines – 

domestic retail banking, our wholesale and rural business but also leasing and real estate – 

contributed to this positive development. 

When you look at the specification of the different items, let me say a few words about the 

derivatives framework. You see that we did not add to the provision that we built to compensate 

our clients. That number was zero for the first half of this year. However, in spite of the 

underlying results the related project expenses to handle this case were relatively high and in 

that sense negatively impacting the underlying profit development. 

What also impacted the underlying profit development is the lower relief from credit losses. As 

I said, in all three periods the credit losses had a positive number but the positive contribution 

was somewhat smaller compared to the previous periods.  
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These two small negative items are more than compensated by some favourable items that 

we account for in our ‘Other results’. One has to do with the sale of a final part of our 

commercial real estate portfolio, which we deem as non-strategic, as it was the final sale of 

the part that was left at the FDH Bank. We also had a positive revaluation of our commercial 

real estate book in Ireland. 

 

On this slide, we see the total income development split in three items. Let’s start with the 

‘Other results’, which are clearly higher than in the previous two periods. One of the reasons 

is the two items I was just mentioning. Next to that, we see a very favourable development at 

Bouwfonds Property Development. That is our developer of residential areas and they are 

benefitting from a more active housing market and they could do 20% transactions compared 

to last year, which meant for them a significant increase in their profit contribution. 

Secondly, also our private equity business had a very good half year, which explains the total 

increase in other results compared to the previous periods.  

Net fee and commission income remained more or less stable but if we look deeper at what 

segments have contributed we see a small change. The contribution of our real estate segment 

is going down strongly but that is the reflection of the downscaling of our activities. I already 



  
__________________________________________________________________________________ 
 

___________________________________________________________________________________ 
 
Rabobank H1 2018 ANALYST MEETING 13 
 
 

talked about the commercial real estate activities, but also Bouwfonds Investment 

Management was scaling down on their activities and they were active in funds and asset 

management. So, they brought down the total assets under management from 6 billion to 2 

billion. As a result of that, we earn less fees on that business. But this decrease is compensated 

by a better performance of the domestic retail banking in this respect. Higher fees are being 

earned on the payments but also on the assets under management. Also for WRR we see a 

positive development, especially for our M&A division. They had a very strong year in assisting 

our clients in doing acquisitions and advisory services. Our markets division also performed 

well, however, they did not match the exceptional good result of the first half of 2017.  

All in all, if we look at the wholesale business we see in euro-terms a slight decrease of their 

total net fee and commission income. Our leasing business did well; that increased more or 

less in line with the steady growth of their business model, so that was also a positive 

contributor to our net fee and commission income. 

 

Let me say a bit more about our net interest income development. On page 12 you see the 

development of both the absolute level of net interest income but also the margin, which is the 

margin calculated over our total assets. In absolute terms interest income came down by 4%. 
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Adjusted for FX effects this decrease would have been 2%, but still you see a higher net 

interest margin and that is because the contraction of our balance sheet was greater in the 

same period. Overall, our margin could increase to 141 bps.  

The main reason for this lower absolute level of interest income is that first, on average terms 

we have a somewhat lower loan book despite the fact that we are growing our lending book in 

the first half of this year by EUR 7 billion but compared to the same period last year that 

contraction was EUR 10 billion. One of the reasons for that is the scaling down of our 

commercial real estate activities but also some sale transactions that we performed in the 

second half of 2017. 

Also the low-rate environment – nothing new, I think – is not helping here. We see that the 

margins on our savings accounts and also our current accounts are decreasing because their 

re-pricing capacity is coming down and also the margins that we can earn on non-interest-

bearing liabilities, for example our equity positions, are under pressure.  

On the positive note, we see new-business margins on the lending business that we do in the 

Netherlands. For mortgages and SME-lending the new business margin is higher than the 

current portfolio margin. There, we are compensating a bit the effect I was just mentioning.  

In the wholesale and rural business we see stable margins but there slowly we see the impact 

of higher lending volumes both in the US, the Netherlands and in Australia.  

For the leasing business on the new business margins are somewhat under pressure because 

of a more competitive environment. However, their business is still in the range that we have 

for a sound business and therefore, we are happy with the growth that they write. 
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A reflection of the continuous reduction of our workforce is visible when we look at our staff 

costs. On average, our workforce was down by 3% compared to last year and that is also more 

or less the number that you see back in this graph. So there, we have benefitted from the 

redundancies in the second half of 2017 because, as Wiebe mentioned, the redundancies for 

the first half of this year were much lower with a reduction of only 100. 

The other operational expenses are stable at first sight. As I mentioned, for this year cost are 

impacted by higher project expenses on the SME-case and also, we are investing a little bit 

more in our digital and data infrastructure. Those increases are compensated by a positive FX 

impact this time. 

A somewhat higher income base and a lower cost base of course result in a decrease in 

cost/income ratio, as you can see on the right-hand side of the picture. We are happy with the 

trends but we also see that we are lagging behind the roadmap that we set ourselves to achieve 

our cost/income target for 2020. 
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On page 14 we see the ‘special’ development of our credit losses, special because for the third 

time in a row we see a negative number here. Overall for our whole portfolio it is expressed as 

a percentage of the total lending book minus 2 bps to give you a little bit of flavour on what is 

historically normal: over the last ten years we wrote – on average – 35 bps of credit losses. 

Looking at the different segments, you see that there actually is no segment that is not 

benefitting from this positive economic situation, especially in the Netherlands. You see again 

negative credit losses of EUR 27 million. The main part comes from the mortgage book: on a 

net basis a release of EUR 25 million, which is again, I think, evidencing the strength of our 

mortgage book. But also for the SME part there were no credit losses on a net basis to account 

for. That was actually visible over the different regions and over the different sections, so there 

was not one asking for specific attention at this point in time. 

For our international business it is exactly zero. There was no new large default for specific 

clients, which we saw in 2017. All in all, we saw releases here of the levels that we built up in 

the past in all different regions and all different business lines. So you see that our international 

business does not only benefit from the global economy but that next to that they also benefit 
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from, on average and compared to two years ago, higher commodity prices, which is beneficial 

considering the market sectors that we are active in. 

The leasing business with EUR 35 million is compared to what you would expect in the normal 

economic cycle half of the average amount. In that sense that is also a positive number for 

leasing. 

 

Let me tell a little bit more about our lending book. There is one additional column in the middle 

and that is January 2018, which differs from the number at the end of last year. This change 

has to do with the transition to IFRS9. Because of the new classification and measurement 

rules two small parts of our portfolio have been reclassified from our lending book to financial 

assets at fair value. That is two times a commercial real estate portfolio. One is the portfolio I 

was already talking about and that has been sold in the meantime. Both portfolios were 

reclassified because our intention is not to help these assets to maturity, so we are in a pre-

sales process. The other portfolio is the ACC portfolio, also commercial real estate that we still 

have in Ireland.  

To make the right comparison we have to take January 2018 as the starting point and there 

you see that our domestic retail business, mainly consisting of the mortgages for our retail 
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customers, is going down by EUR 1 billion. The story is more or less the same as last year. 

our new production level is at a very healthy basis, 20% market share. However, people are 

still repaying a relatively high part of the outstanding mortgage. Mostly people that move to a 

new house and that gives the possibility to repay their mortgage penalty-free.  

The commercial real estate exposure went down by EUR 1 billion due to the sale, but that was 

already accounted for in the opening balance sheet due to the transition to IFRS9.  

Then you see a small increase in the domestic SME business. It is only EUR 1 billion but it 

could be a turning point because it is the first time in a couple of years that we see growth in 

this market segment. So, not only with this but also the total market was showing signs of 

growth again for the first time.  

The main part of our growth came from the wholesale and rural business. Wholesale is the 

biggest contributor with EUR 4 billion and the main countries or regions where we noticed 

growth were the Netherlands and the US. For the rural business growth was achieved in 

Australia and the US as well. 

For leasing we have seen steady growth of the portfolio over the last couple of years. As you 

know, after the sale of Athlon we are purely focusing at the vendor leasing activities. 
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On this slide you see that part of this lending growth has been funded by an increase in our 

deposit base. The biggest chunk is in the Netherlands. There we see that the total market size 

grew by 7.5% on an annualised basis. This number is probably a little bit inflated because of 

holiday payments that are being out in May, and people will spend most of their money after 

June. So it could be, that at the end of the year the total market size of the deposit is decreasing 

a bit compared to June 2018. What you can see from this picture is that we took our fair share 

of the increased market size.  

Let me say a few words about RaboDirect. There you see a decrease of EUR 3 billion. That is 

fully explainable by the run-down of our activities in Ireland. We had a book of EUR 3 billion 

and that has been brought down to merely zero. The reason for that is that we are withdrawing 

from the Irish market with our RaboDirect activities. 

As a consequence, you see that our loan-to-deposit ratio ended at 1.2. 



  
__________________________________________________________________________________ 
 

___________________________________________________________________________________ 
 
Rabobank H1 2018 ANALYST MEETING 20 
 
 

 

 

The final slide is about the development of our capital ratios. Since the announcement of the 

strategic framework at the end of 2015 you see a considerable increase every year. Also the 

first six months of this year contributed with 30 bps. – 6 bps. due to the retained profit of EUR 

1.2 billion that I referred to earlier – and we see a decrease and that also includes the IFRS9 

transition impact. That number landed at 14 bps., so very close to the guidance of 15 bps. that 

we gave when we disclosed our annual numbers. 

You also see 15.8%, a number that is clearly below our [MDA]-level of 10.4, in euro-terms EUR 

10.7 billion. So in that sense we are very well positioned to prepare ourselves for Basel IV, 

which kick in as from 2022. 

At the lower end of the picture you see the total capital development. Here you can conclude 

that we think we have a very good starting position, also to comply with the new MREL 

requirements. We had a […] requirement of 30.96%, which means that we have to increase 

the total Own Funds and NPS outstanding, because we have already indicated that we would 

like to fulfil MREL requirements purely with our own funds and the NPS instrument. That gives 
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us a nice opportunity to optimise our MREL stack, so next to Tier 2 we will use this instrument 

going forward but we will also make sure that we keep a very comfortable Tier 2 buffer. 

Considering the starting positions, the expected issuance levels are relatively light to fulfil. We 

expect for the next couple of years to issue around EUR 3 billion to EUR 5 billion NPS and it 

is very probable, depending on the market situation of course, that we will test the market this 

year with our first NPS issuance. 

This was the final picture. I would like to hand over to Wiebe for a final comment. 

Wiebe Draijer – CEO Rabobank: Thank you Bas, maybe just one little correction. I think you 

said on slide 17 that we are clearly below the target but I think you meant we are above the 

target of 15.8. I guess everybody figured that one out. 15.8 is clearly above our target of 14%.  

Overall, I just want to leave the message that we are on track with our strategy. We are 

confident with the steps that we have taken and we are looking forward to the changes that 

are still in the pipeline, also with the transition in the Dutch retail operation. We are confident 

that our mission is starting to work in terms of our impact on society and building and growing 

a better world together. We are very happy with the appreciation that we are getting from clients 

and our employees in the process. I think we are best off with questions from here on. Thank 

you very much! 

 

QUESTIONS AND ANSWERS 

 

 1. Mortgage market. In one of the slides you mentioned that you have seen a pick-up 

in the NII from new business and mortgages. How do you see the market developing? Is 

competition increasing, is it stabilising? How do you expect that going forward? 

 2. Dutch SME lending. You see a nice pick-up in lending growth there. Do you expect this 

to continue? What has been the driver of this growth? 
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 3. Basel IV. One of your peers in Holland said that we can basically mitigate the Basel 

IV impact by roughly one third. Do you expect you can do the same? Are you having 

discussions internally on what you can do to mitigate the impact? 

Wiebe Draijer – CEO Rabobank: Regarding the mortgage market, the market up until now 

for 2018 seems to develop a little bit in line with the development over 2017. The total 

market number of transactions is slowing down a bit, but from a volume perspective that is 

compensated by a strong increase in house prices which will land this year between 

expected 8% and 9%. This also means that our total new production that we achieved was 

around EUR 10 billion for the first six months and also the pricing levels from a margin 

perspective were in line with last year. The current, existing players including non-banks 

seem to be more or less happy with the volumes they take on board. It is maybe good to 

mention that our ambition is to be one of the major mortgage distributors in the Netherlands 

to keep that position, not per se via our own balance sheet. We also initiated the start of 

Vista, a new label distributed via intermediary. It does not run through our balance sheet 

but we are looking for international investors via Robeco. 

Regarding SME, when you see the relatively small growth in that portfolio it is probably a 

bit too early to expect that this market will start to grow strongly as of now. So, there is not 

one specific sector that benefits the most. I would explain it as the total impact of the upturn 

of our economy. Export in the Netherlands is growing again, consumer spending is 

increasing so it is demand-driven. Of course, it depends a little bit on what the global 

economy will look like in the next couple of months, also considering the current tensions 

that we see in the world. 

Basel IV and the mitigation. We indicated before that we expect an impact of 30% to 35% 

before management actions. Management actions can be that we improve our data for 

certain segments so that we can get a better qualification under Basel IV. We might also 

reprice part of our portfolio or take some balance sheet relief transactions. Many things are 

possible and we are very busy with making this analysis. We are of course also looking at 

each individual product segment to see what the consequences and the different specific 
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initiatives are. I expect that we can mitigate a part of this 30% to 35% but for me it is too 

early to quantify that number. 

 

As there are no more questions, thank you for your interest and time. We are happy to stay 

in dialogue in terms of our developments. We are happy with the results that we have 

achieved. We are on our way to deliver our strategy and we are happy with your interest in 

Rabobank and our half year results. We look forward to the dialogue.  

Thank you very much for joining the call. 

 

____ 

End of call 
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