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Disclaimer
This presentation (the “Presentation”) is prepared by Coöperatieve Rabobank U.A. (“Rabobank”) incorporated under the laws of the Netherlands. The liability of its members is excluded. Rabobank is
among others regulated by De Nederlandsche Bank N.V. and by the Netherlands Authority for the Financial Markets, as well as the European Central Bank. This Presentation is solely for information
purposes and on the basis of the acceptance of this disclaimer. Neither the Presentation nor any of its contents, in whole or in part, directly or indirectly, may be used for any other purpose without the
prior written consent of Rabobank. This Presentation is only directed at Eligible Counterparties and Professional Clients, as defined in the Markets in Financial Instruments Directive 2014/65/EU
(“MiFID”) (the “Recipient”). It is not directed at Retail Clients (as defined in MiFID).
The content of this Presentation reflects prevailing market conditions and Rabobank’s judgment as on the date of this Presentation, all of which may be subject to change. The information and opinions
contained in this Presentation have been compiled or arrived at from sources believed to be reliable, but no representation or warranty, express or implied is made as to their accuracy, completeness or
correctness. The information contained in this Presentation is published for the assistance of the Recipient, but is not to be relied upon as authoritative or taken in substitution for the exercise of
judgment by any Recipient. Any information in this Presentation (including, but not limited to, Statistical Information (as defined below) and forward- looking statements) will be subject to updating.
Rabobank has further relied upon and assumed, without independent verification, the accuracy and completeness of all information made available to it. To the extent permitted by law, Rabobank
excludes any liability howsoever arising from the contents of this Presentation or for the consequences of any actions taken in reliance on this Presentation or the content herein. Each Recipient is
advised to seek independent professional advice as to the suitability of any products and to their tax, accounting, legal or regulatory implications.

Members of the Rabobank Group trade on their own account and may from time to time hold or act in securities issued by a client, or may act as advisers, brokers or bankers to a client or any of its
affiliates.
This Presentation contains certain tables and other statistical analyses (the "Statistical Information"). Numerous assumptions have been used in preparing the Statistical Information, which may or may
not be reflected in this Presentation or may or may not be suitable for the circumstances of any particular Recipient. As such, no assurance can be given as to the Statistical Information's accuracy,
appropriateness or completeness in any particular context, or as to whether the Statistical Information and/or the assumptions upon which they are based reflect present market conditions or future
market performance. The Statistical Information should not be construed as either projections or predictions.
This Presentation may include "forward-looking statements". Such statements contain the words "anticipate", "believe", “could”, “intend", "estimate", "expect", "will", "may", "project", "plan“, the
negative of such terms and words of similar meaning. All statements included in this Presentation other than statements of historical facts, are forward-looking statements. Such forward-looking
statements involve known and unknown risks, uncertainties and other important factors that could cause actual results, performance or achievements to be materially different from future results,
performance or achievements expressed or implied by such forward-looking statements. Such forward-looking statements are based on numerous assumptions regarding present and future business
strategies and the relevant future business environment. The information and opinions contained in this Presentation are wholly indicative, for discussion purposes only and are subject to change
without notice at any time. No rights may be derived from any potential offers, transactions, commercial ideas contained in this Presentation. This Presentation does not constitute an offer,
commitment or invitation and does not constitute investment recommendation or investment advice and is not intended for the use by persons as an offer of securities subject to the Netherlands
Financial Supervision Act. This Presentation shall not form the basis of or be relied upon in connection with any contract or commitment whatsoever.
© Rabobank, Croeselaan 18, 3521 CB Utrecht, The Netherlands, www.rabobank.com/ir, Chamber of Commerce number 30046259.
Investing
Rabobank and the other parts of Rabobank Group that are designated as investment firms are registered as such with the Netherlands Authority for the Financial Markets. The aforementioned
investment firms are licensed by the Netherlands Authority for the Financial Markets under the Financial Supervision Act. If you invest funds that you have borrowed, you run the risk of incurring a debt
as well as losing the invested amounts.
This Presentation does not constitute an offering document. The information herein is neither an advertisement nor does it comprise a prospectus for the relevant EU legislations (as amended from
time to time). The information herein has not been reviewed or approved by any rating agency, government entity, regulatory body or listing authority and does not constitute listing particulars in
compliance with the regulations or rules of any stock exchange.
Nothing in this Presentation should be construed as legal, tax, accounting, regulatory or investment advice and the Recipient is advised to consult its own independent professional advisers in relation
to investment in one of the products mentioned. The information contained herein does not purport to be complete and your decision to invest in one of the products mentioned should solely be based
on the applicable prospectus or information memorandum including the risk factors, costs, terms and conditions and underlying values. The applicable prospectus or information memorandum is
available with Rabobank or on www.rabobank.com/ir.
The value of your investment can fluctuate. Past performance offers no guarantee for future results.
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Important information

• With this presentation Rabobank is
seeking to actively and transparantly
communicate to our stakeholders the
indicative impact of COVID-19 on our
staff, clients, operations, asset quality,
financial performance and capital, funding
& liquidity position

Investor Relations

• This presentation should not be
considered as a quarterly update on
Rabobank’s financial results, nor will it
create a precedent for future quarterly
reporting
• The next update on the financial results is
scheduled for 13 August 2020 when
Rabobank will present its semi-annual
2020 results
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Introduction & Key messages

Rabobank well positioned at start of COVID-19 crisis
Entering the crisis with a strong strategic focus, solid capital & liquidity position and our cooperative roots

Growing a better world together
Banking for the Netherlands
Excellent customer
focus
 Customer satisfaction

benefitting from focus on
digitalization and launch
of innovative products
 Optimized domestic

operating model
improving commercial
effectiveness
 Focus on digital services

to meet demands of
customers with a strong
performing digital
platform

*

Banking for Food

Meaningful
cooperative

Rock-solid
Bank

 Rabobank front-runner in

 Solid CET1 ratio of 16.3%

sustainable initiatives and
financing

and headroom of 4.51%pnt to SREP requirement
and sound liquidity
position with LCR at
132% and liquidity buffer
of € 111bn*

 As a cooperative bank we

have a strong focus on
major societal
transformations
 Cooperative contribution

to support local initiatives

 Diversified loan portfolio

with focus on the
Netherlands
 Continued focus on our

Empowered
employees
 Our employees feel

empowered to represent
Rabobank and are
inspired by our mission
 Focus on people

development and
recruitment of strategic
important target groups
 Diversity is top priority

and visible in senior
management positions

core: divestment
program completed

Figures as at 31 December 2019
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Key messages (I)
As a cooperative bank we remain committed to continue serving customers across the globe

•
Staff

•
•

•
Business continuity

•

•
Clients

•
•

•
•
Economic update*

•

*

Rabobank’s first priority is to safeguard the health of its employees
>90% of all employees are working from home (WFH) while skeleton staff for each of the critical processes is
working from selected locations
Rabobank is highly committed to support staff in work life balance in these unprecedented times
Rabobank quickly adjusted to the COVID-19 situation and business continuity plans have been implemented
and are working effectively
~33% of the domestic branches are open for clients, but client contact is mainly taking place via digital
channels, with many products already fully digital pre COVID-19
Rabobank announced several measures to support business clients and private individuals in the Netherlands and
abroad, on top of government measures in the various countries where we operate
YTD ~75k clients have been granted a payment holiday
Our continued focus on digitalization is paying off: >97% of mortgage production is taking place via digital channels
and for SMEs a fully digital assessment of financing needs has been implemented for online requests up to € 1mn
RaboResearch is expecting the global economy to contract by 2.6% in 2020
A contraction of 5.0% in 2020 is expected for the Netherlands and based on the assumption of a short-lived crisis,
RaboResearch expects the Dutch economy to grow by 4.9% in 2021
With regard to the Dutch housing market RaboResearch expects sales to decline some 20% in 2020 while house
prices are forecasted to increase by 3.9% (which has been lowered compared to previous forecast of 4.5%)

April Baseline scenario RaboResearch (as of 9 April 2020). Updated April Baseline scenario expected in June 2020, which could be more severe
More information / latest research reports are available on https://economics.rabobank.com
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Key messages (II)
COVID-19 could significantly impact net profit but capital position provides large buffer to absorb impact

•
Asset quality

•
•
•

Financial performance

•

•
Capital, funding &
liquidity

•
•

•
Strategic agenda

•

Changes in the macroeconomic scenarios have an upward effect on IFRS 9 stage 1 and 2 provisions, resulting in
materially higher levels of impairment charges
Rabobank anticipates 2020 loan impairment charges to amount to ~ € 2bn, which is in the upper range of twice the
through-the-cycle level*
Ultimate level of impairment charges depends on severity and duration of COVID-19 crisis and thus difficult to predict
Rabobank is expecting the 2020 net profit to be significantly impacted, mainly as a result of materially increased
impairment charges*
We are continuously assessing the impact on our financial performance but currently too early to give a reliable
indication of the impact on aggregate net profit for 2020
Headroom to MDA increased to ~6.7%-pnt** resulting from measures taken by regulators
Rabobank adhered to the ECB’s recommendation not to make any distributions on Rabobank Certificates until at
least 1 October 2020
As at March 2020 Rabobank has a solid liquidity position with an LCR ratio of 125% (Dec 2019: 132%) and a strong
liquidity buffer of € 124bn (Dec 2019: € 111bn)
Rabobank has a conservative business model based on our strategic focus Banking for the Netherlands and Banking
for Food
We continue to focus on our strategic agenda and at the same time, we are assessing additional strategic and
efficiency measures to anticipate the impact of COVID-19

* Based on the April Baseline scenario of RaboResearch. Downward revision of this scenario could negatively impact current expectations of 2020 impairment charges
** Based on YE2019 RWA and excludes potential impact of COVID-19
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Supporting our clients & business
continuity

Business continuity during COVID-19 pandemic is key

Business goes on, while
ensuring staff’s health
• Rabobank quickly implemented the guidelines

of the Dutch authorities, aided by the fact that
many employees were already working
intermittently from home prior to the COVID19 outbreak
• An early split in operations for critical

processes was implemented
• While worldwide >90% of staff is WFH using the

same functionality as in the office, ‘skeleton’
staff for each of the critical processes is spread
over different business locations, keeping all
essential processes and systems running
• Employee wellbeing during these challenging

times is closely monitored
• A possible return scenario for employees is

being developed to ensure a smooth transition
back into the office
• Rabobank’s Cyber Defence Centre notes

that attackers continue to leverage the
ongoing COVID-19 outbreak as lures/ themes
for their attacks. No related material
impact has been observed
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Maintaining high-quality
service to clients
• We have seen little to no impact on our service

to clients and have successfully managed very
high volumes across our business
• Operations in the Netherlands:
• To ensure our clients maintain good physical

access to our services, each of the 89 local
Rabobanks keeps 1 or 2 branches open (i.e.
~1/3rd of all branches), despite the partial
lockdown
• Safety measures have been taken to protect

both customers and staff
• Our digitalization strategy is paying off:

many of our products and services were
already fully digitalized prior to the
lockdown
• Operations outside the Netherlands:
• Foreign offices are complying with rules and

guidelines of their local authorities
• We are open for business, even though

Offering support to
our clients
• We are doing our utmost to assist clients in

weathering this crisis
• Operations in the Netherlands:
• Following the extensive support package of

the Dutch government, Rabobank
introduced additional generic measures to
help both domestic business clients and
private individuals through these difficult
times
• Operations outside the Netherlands:
• So far we have not seen any new money

relief activity involving foreign
governmental support
• Rabobank has provided a range of relief

measures to support clients negatively
impacted by COVID-19 (e.g. deferral of
scheduled loan repayments, new liquidity
facilities, waivers and/or loosening of existing
covenants and providing hedge and risk
management instruments)

>90% of staff is WFH and some locations are
not physically accessible to clients
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Dutch government committed to supporting the economy
Dutch government debt provides ample room to provide support
•

Dutch government has allocated € 90bn to support the economy and will extend measures as needed

•

This provides a basis for recovery as of H2 2020

Most important measures*

SMEs
(all industries)

SMEs
(F&A sector)

•

Temporary broadening of the credit guarantee scheme for temporary liquidity support to SMEs

•

Credit guarantee scheme for small companies with limited finance needs (as from mid-May 2020)

•

Income subsidies for independent contractors (including self-employed) for cost of living

•

Temporary broadening of the credit guarantee scheme for SMEs in agriculture, horticulture, fishing and
aquaculture sectors

•

Additional support measures for floriculture, food horticulture and growers of potatoes used for producing
fries

Larger corporates

Specific measures

*

•

Temporary broadening of the credit guarantee schemes for larger corporates (as from 1 May 2020)

•

Compensation of specific industries, which are hit the hardest by the partial lockdown

•

Temporary compensation of labor costs for companies with a decline in turnover of at least 20%

•

Postponement of corporate tax payments

Further details on these support measures can be found in the appendix
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Rabobank offers support measures to domestic clients
Rabobank is helping a large number of business clients and private individuals through the COVID-19 crisis

Most important measures for business clients*

•

Six-months payment holidays for loan principal repayments

•

Postponement of scheduled reductions of credit facilities

•

Three-months payment holidays for lease payments

Credit facilities

Leasing

Most important measures for private individuals*

Mortgages

Other consumer credit

•

Three-months payment holidays for mortgage loan instalments (i.e. principal and interest)

•

No forced home sales because of arrears until at least 1 July 2020

•

Three-months payment holidays for consumer loan repayments

•

Lower interest rate for overdrafts on payment accounts and giving clients an extra three-months to settle
their balance

*

Further details on these support measures can be found in the appendix
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Also internationally Rabobank offers support to clients
Rabobank is offering a wide variety of measures to help our clients weathering the COVID-19 disruptions

Most important measures taken by Wholesale & Rural

Providing liquidity

•

New credit facilities, temporary increases and/or renewal of commitment period

•

Payment holidays for loan principal repayments

•

Waivers to contractual commitments (including financial covenants)

•

Other measures

Other relief measures

Most important measures taken by DLL

Leasing

Investor Relations
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Three-months payment holidays for lease payments
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Economic update, asset quality &
financial performance

Impact COVID-19 on global economy
Macroeconomic outlook*
•
•
•
•

•

•
•

•

Global economy expected to contract by 2.6% in 2020
Countries that are expected to face the largest contraction are the
US (-6.4%), Italy (-7.2%) and the UK (-6.8%)
If the lockdowns are successful in containing the virus, we expect
to see the first (tentative) signs of a recovery in Q3 2020
Governments have rolled out historically large fiscal stimulus
packages to fight the crisis. These are mainly focussed on helping
firms stay afloat instead of keeping consumption up
In a more severe scenario where the global lockdowns would be
extended by three months, we expect the global economy to
contract by 8.9% in 2020
Although in this scenario we also expect a rebound in 2021, global
GDP will still end up 6% below its pre-COVID-19 trend
In addition, countries with flexible labor markets (the US and UK)
and open economies (the Netherlands and Belgium) would face
the deepest troughs in this scenario
How quick the recovery will be after the COVID-19 crisis depends
on how fast people get back to work and whether productivity
growth is permanently damaged

GDP growth (y-o-y change in %)**
Actual
2019

Forecast Forecast
2020
2021

World

2.9

-2.6

5.3

US

2.3

-6.4

4.5

Eurozone

1.2

-5.2

4.3

- Germany

0.6

-4.6

4.2

- France

1.2

-4.6

3.8

- Italy

0.2

-7.2

3.6

- Spain

2.4

-5.9

5.0

UK

1.3

-6.8

4.6

China

6.1

1.2

6.2

Japan

0.8

-4.8

4.0

Brazil

1.1

-1.8

3.2

India

5.3

1.3

7.6

Australia

1.8

-3.2

4.1

* More information / latest research reports are available on https://economics.rabobank.com
** April Baseline scenario RaboResearch (as of 9 April 2020). Updated April Baseline scenario expected in June 2020, which could be more severe
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GDP impact – progression of scenarios
GDP growth (y-o-y change in %)
World

5.3%

Euro zone

The Netherlands

4.3%

4.9%

2.9%
1.2%

1.0%

0.7%

-0.2%

-0.8%
-2.6% -3.0%

-5.0% -5.5%

-5.2%
-7.9%

-8.9%

-12.0%
-14.0%
2020

2021

2020

RaboResearch 2020 Forecast (Dec 19)

BBG Consensus (May 15)

RaboResearch March (Pandemic)

RaboResearch Extended lockdown

2021

2020

2021

RaboResearch April (April Baseline)

Likelihood of extended lockdown appears to be slim
•

Rabobank is currently working on an updated baseline scenario (expected in June)
This updated baseline could well be more severe than the current April Baseline (as of 9 April 2020), especially for Eurozone countries (other than
the Netherlands)
• Given that the risks are skewed to the downside, the intent of the baseline and extended lockdown scenario is that together they span the vast
majority of likely outcomes for economic stress
•

More information / latest research reports are available on https://economics.rabobank.com
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COVID-19 pandemic pushes Dutch economy into recession
Key figures Dutch economy (y-o-y change in % - 9 April 2020 forecasts by RaboResearch)**
Actual
2019

Forecast Forecast
2020
2021

Actual
2019

Forecast Forecast
2020
2021

Gross Domestic Product

1.8

-5.0

4.9

Exports

2.4

-14.1

14.8

Private consumption

1.4

-4.4

4.1

Imports

3.2

-13.8

15.1

Government consumption

1.6

2.0

2.0

Inflation

2.7

0.7

1.5

Business investment

7.0

-7.4

5.3

Unemployment (% labor force)

3.4

6.1

6.5

Macroeconomic outlook*
•
•
•
•
•
•
•
•

Expectations for the Dutch economy lowered substantially, RaboResearch now expects a contraction of 5.0% in 2020
Closed restaurants, cafes, shops, cancelled events and air traffic reduce consumption
Production and corporate profitability are also hit hard, which leads to a decline in employment
International trade is being hit with many countries around the globe having taken far-reaching measures to tackle the health crisis
These figures assume that the (intelligent) lock downs in major economies, including in the Netherlands, will last until at least 1 June 2020
The government, ECB, banks and other parties have announced support measures. This should help companies survive 2020 and therefore should
help curtail unemployment
The Netherlands’ strong social security system and government budget leaves it relatively good positioned to deal with the impact of this crisis
Based on the assumption of a short-lived crisis, RaboResearch expects the Dutch economy to grow 4.9% in 2021

* More information / latest research reports are available on https://economics.rabobank.com
** April Baseline scenario RaboResearch (as of 9 April 2020). Updated April Baseline scenario expected in June 2020, which could be more severe
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Lower production in many Dutch sectors
Global growth slowdown and COVID-19 outbreak are
affecting Dutch sectors*
•

Some sectors only indirectly impacted due to their connection
with other parts of the economy

•

Substantial contractions especially in hospitality, agriculture,
manufacturing and parts of business services

•

The emergency measures taken by the government and banks
are designed to limit long-term economic impacts

•

Actual
2019

Sharp fall in nearly all sectors in the second quarter due to the
direct impact of the virus outbreak

•

•

Sector forecasts (y-o-y change in %)**

In many sectors, the recovery with effect from the third quarter
will be slow because of weak demand due to the worsened
economic situation
In 2021 most sectors will be back in growth although in many
cases this will not make up for the contraction in 2020

Forecast Forecast
2020
2021

Agriculture, forestry and fishing

0.8

-10

10

Manufacturing

0.8

-11

4

Construction

4.8

-6

-3

Wholesale and retail trade

3.0

-7

8

Transportation and storage

0.8

-9

4

Hospitality

1.5

-18

22

Information and communication

3.5

-2

3

Specialized business services

3.7

-6

4

Other business services

1.6

-10

1

Education

-0.3

1

3

Health and social work activities

2.6

3

2

* More information / latest research reports are available on https://economics.rabobank.com
** April Baseline scenario RaboResearch (as of 9 April 2020). Updated April Baseline scenario expected in June 2020, which could be more severe
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COVID-19 crisis also expected to impact Dutch house prices
Key figures on the Dutch housing market (April 2020)
140

Dutch house price index (2015 = 100)
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Housing market outlook
•

Sales remained stable in 2019 with over 218,000 existing owneroccupied homes switching owners
• House prices continued to rise relatively strong: up 6.9% in 2019
(9.0% in 2018)
• The housing shortage in the Netherlands is expected to grow in
coming years, as the number of building permits issued dropped
almost 20% in 2019
• Together with low interest rates this shortage was expected to
contribute strongly to further price increases in 2020 and 2021

•
•
•

•
•

However, the COVID-19 crisis leads to cancelled viewings and is
expected to push unemployment up substantially
RaboResearch therefore expects sales to decline some 20% in 2020
Prices are expected to decline temporarily, which is why
RaboResearch has adjusted its Dutch house price forecast for 2020 to
3.9% (from 4.5%)
For 2021 RaboResearch expects the Dutch house price index to be
3.3% lower y/y
Following the economic recovery in 2021, sales and prices are
expected to pick up again in the second half of 2021

More information / latest research reports are available on https://economics.rabobank.com
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Diversified € 418bn loan portfolio with focus on the
Netherlands
Domestic private sector loan portfoli0

International private sector loan portfolio

7%
25%

13%

46%

7%

€ 293bn

9%

€ 125bn
64%

29%

Mortgages

Other SME

Wholesale

F&A retail

Wholesale

Rural

CRE

Leasing

Leasing
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Estimated COVID-19 impact on sectors
Private Sector Loan Portfolio: € 418bn (Mar 2020)
Estimated COVID-19 impact, material sectors
•

•

•

•

•

•

The outbreak and spreading of COVID-19, and the subsequent containment
measures led to a standstill of a substantial part of the global economy. This
caused liquidity issues amongst many obligors. Especially certain sectors are
expected to be hit severely. The ultimate impact is very difficult to assess
Generally, from a business segment perspective within DRB the SMEs are
particularly vulnerable to COVID-19 impact, though impact will probably be
mitigated by supporting measures provided by both Dutch government and
Rabobank. DLL’s Leasing business is characterized by small ticket lending and as
a result faces early cycle impact. Our private sector loan portfolio of € 418bn
consists for almost half of strongly performing Dutch residential mortgages

5%
8%

Our exposure to clients that are related to the energy business is € 10.9bn, which
sits within our core business segments and almost entirely in:
• trade and commodity finance (where clients are the large energy traders)
• renewable energy (where we lend to projects generating sustainable
energy)
Underwriting criteria have been reviewed and have been tightened
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•
•
•
•

25%

•

Food services
Flowers
Leisure & entertainment
Non-food retail
Transport

Medium-high impact (8%)
•
•
•

Approximately 5% of the private sector loan portfolio is considered to be highly
impacted. The most critical sectors we currently identify are Food services,
Flowers, Leisure & entertainment, Non-food retail and Transport. In addition, for
8% of the exposure a medium-high impact is expected
The severity for most sectors depends on the length of the lockdown, the level of
strict measures (e.g. around mobility) and path of recovery, potential structural
changes to the business and the benefits resulting from government measures to
support businesses

High impact (5%)

U.S.: Animal protein and Dairy
Sugar
Wholesale trade

Moderate impact (25%)
•
•
•
•

62%

Construction
Commercial Real Estate
Animal protein (non U.S.)
Dairy (non U.S.)

Low impact (62%)
•
•
•
•
•

Grain & Oilseeds
Farm inputs
Food retail
Healthcare
Residential mortgages (45%)
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Most critical sectors
Rabobank’s identified critical sectors that are or are expected to be severely hit*

5%
Food services
(€ 4.2bn)

Flowers
(€ 2.6bn)

Leisure &
entertainment
(€ 2.0bn)

Non-food retail
(€ 6.8bn)

•

In many countries food services sector severely hit due to lockdown situation

•
•

Approximately 80% of Dutch flower sector export oriented and significantly impacted
Additional government measures to specifically support this sector financially provide
some relief

•

Severe impact due to lower consumption and lower level of activity given lockdown
situation

•

Severe impact due to lower consumption and lower level of activity given lockdown
situation, as well as non-essential nature of products sold
Online (retail) sales less impacted (or even increasing)

•

•
Transport
(€ 3.5bn)

Subsectors that are impacted most:
- Air transportation and related activities given flight restrictions
- Inland shipping and freight truck transportation due to international transport
restrictions

* Outstandings represent total outstandings per (sub-)sector
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Sectors with medium-high impact
Impact may vary in magnitude and timing per sub-sector*

8%

Animal protein – U.S.
(€ 3.9bn)

Dairy – U.S.
(€ 2.9bn)

Sugar
(€ 3.5bn)

•

U.S. animal protein sector seems to be the region hit hardest, especially due to
plant capacity constraints in North America caused by worker absences

•

U.S. dairy markets are dropping more rapidly than other global regions
While in Oceania and Europe milk pay-out prices are expected to drop by 10 - 15%, milk
prices in the U.S. have dropped more than 30 – 40 %. In the U.S. stocks increase but are
limited by cold storage availability and liquidity to build stocks

•

•
•
•

•
Wholesale Trade
(€ 18.6bn)

Global sugar consumption expected to reduce due to lower out-of-home consumption
Chinese sugar consumption (3% of global consumption) likely to drop significantly,
exclusively as a result of COVID-19
In Brazil, lower ethanol prices have an additional impact, though favourable FX rates
support exports
Over half of the portfolio consist of exposures to Trade and Commodity Finance for
Energy and Metals traders. The remaining part of the exposure is split between wholesale
companies in Retail NL and in DLL

* Outstandings represent total outstandings per (sub-)sector
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Sectors with moderate impact
Impact may vary in magnitude and timing per sub-sector*

•
Construction
(€ 6.0bn)

•
•

A downturn for 2020 and 2021 was already forecasted due to other issues (e.g. Nitrogen and
PFAS). COVID-19 increases impact and duration
Sub-sector “installation and maintenance work” most impacted as work inside people's homes
is often postponed
Clients in this sector (still) tend to have sufficient cash, large order books and good margins

25%
•
Commercial Real Estate
(€ 20.0bn)

•
•

•
Animal protein
without U.S. part
(€ 13.6bn)

Dairy
without U.S. part
(€ 19.3bn)

•

•
•

Hospitality and retail outlets vulnerable to lockdown situation and reduced consumption
CRE exposure related to these subsectors is ~ € 4bn of which substantial part less impacted (e.g.
supermarkets / hotels in prime locations); indicatively half of this subsector considered high risk
Secondary effects are expected to result in decreasing real estate market values

In H1 2020 the animal protein sector will face material revenue impacts, some of which are
expected to be recovered in H2 2020 and differ significantly between regions
Poultry benefits during a downturn due to the 'trading down' effect, Pork also expected to
be more resilient, Beef suffers from softening demand, given market uncertainty, loss of
consumer confidence and local issues and Seafood, also vulnerable as many seafood species
are consumed through foodservice channels
Surplus milk production is expected to result in growing (milk product) stocks in Q2-Q4, pushing
commodity dairy product prices lower in some regions for some commodities
Exports are forecasted to slow down globally in Q2 due to logistic challenges including
container availability and labor shortages

* Outstandings represent total outstandings per (sub-)sector
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Consistently strong performing mortgage portfolio
Main sector with low impact
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Main developments
•

Dutch residential mortgages make up close to half (FYE 2019: 45%) of Rabobank’s private sector loan portfolio
This is a consistently strong performing portfolio with a long history of low impairment charges (long term average 4 bps) that even during the
last (financial) crisis peaked at only 7.5bps. The average LTV strongly decreased over the last 7 years reaching a level of 60% as at FYE 2019
• Dutch housing market fundamentals remain strong and prudent underwriting standards, including a loan expenses-to-income ratio and
active risk monitoring remain the most important factors managing the risks in this mortgage portfolio
• Rabobank offers three-months payment holidays for mortgage loan instalments (i.e. principal and interest) to clients who face temporary
payment problems as a direct result of COVID-19. Until at least 1 July 2020 no forced home sales because of arrears
• So far impact of COVID-19 pandemic on the Dutch mortgage market appears to be limited and mortgage origination is holding up well
•
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ECB and EBA/ESMA recommendations on NPLs
EC welcomes these measures and encourages banks to use this flexibility

Identification of default

Restructured loans

Preferential treatment

• Public and private moratoria being
activated as a result of the COVID-19
pandemic may extend the 90 days past due
period in the application of the definition of
default on material credit obligations

• Loans can be renegotiated in a way that the
financial position of the lender does not
diminish, i.e. the net present value of cash
flows of the loan remains the same after
restructuring. In this case, if the obligor
remains likely to meet its obligations under
the renegotiated contract, there is no need
to classify the exposure as defaulted

• EC proposes that NPLs guaranteed by the
public sector in the context of measures
aimed at mitigating the economic impact of
the COVID-19 pandemic will temporarily get
preferential treatment for the calculation
of the NPL backstop
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Assessment NPL development
NPL development
(€ mn and % of total loans & advances)
3.8%
19,896

3.5%

3.0%

2.7%

15,705

15,180

18,131
DoD impact (Jan 1, 2018)
9,487

8,838

DRB
W&R

Jan 18

Dec 18

5,267

5,427

886

848

Dec 19

Mar 20

DLL
Real Estate

Main developments
•

Q1 2020 saw a continuing downward trend with NPLs declining by a further € 0.5bn to € 15.2bn, resulting in a material 25% decrease in just over
two years. In Q1 also the NPL ratio further improved to 2.7%

•

Rabobank applies the ECB and EBA/ESMA recommendations regarding the identification and classification of NPLs*. Furthermore, Rabobank
offers a wide variety of measures in addition to available government measures to support our clients and prevent downgrades

•

Pre COVID-19 Rabobank already implemented an NPL Strategy to manage new inflow and existing stock. Since the outbreak these efforts have
been further intensified

•

Rabobank is well prepared for potential additional inflow of clients getting into financial difficulties. We have increased staff levels in ‘special
asset management’ and are developing robotics/automated solutions to handle client requests

•

Based on the latest Rabobank macroeconomic scenarios we expect a prolonged impact on both the NPL inflow and outflow, and hence the NPL
ratio. While the impact could be substantial, the exact size and duration of the impact is dependent on numerous factors

*

Adjusted EBA Definition of Default not yet adopted for full DLL loan portfolio
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ECB and EBA recommendations regarding IFRS 9
EC welcomes these measures and encourages banks to use flexibility of regulatory framework

Repayment moratoria

Determining credit costs and
allowances

• EBA is of the view that application of public
or private moratoria, aimed at addressing
the adverse impact of the COVID-19
pandemic, should not be considered by
themselves as an automatic trigger to
conclude that a significant increase in credit
risk has occurred

• ECB recommends banks to avoid procyclicality of IFRS 9 and to give a greater
weight to long-term stable outlook; ECB to
provide central macroeconomic scenarios

• In doing so, banks should distinguish
between obligors for which the credit
standing would not be significantly affected
by the current situation in the long term,
from those that would be unlikely to restore
their creditworthiness
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• In producing forecasts banks should take
into account the relief measures granted
by public authorities, such as payment
moratoriums

Transitional arrangements
• ECB recommends banks to adopt
transitional IFRS 9 implementation
measures allowing banks to adjust for the
IFRS 9 volatility in their prudential capital
calculations
• EC has proposed changes to the CRR to
extend the current transitional
arrangements by two years

• Mitigation provided by the existence of
collateral or public guarantees would need
to be considered in determining the impact
on banks’ income statements
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IFRS 9 in conjunction with COVID-19 is driving up loan
impairment charges
•

Rabobank applies EBA/ESMA recommendations regarding repayment holidays
• suspension or postponement of principal repayments not automatically being considered a ‘significant increase
in credit risk’, nor automatically being considered as a forbearance measure

•

Rabobank will request ECB approval to adopt transitional IFRS 9 arrangements, although impact is expected to be
limited in the short run. In the longer term the proposed extension of the arrangements could favorably impact our
regulatory capital position

•

Rabobank applies macroeconomic scenarios in determining level of loan impairment charges and allowances. Upward
adjustments may be made for business sectors expected to be impacted severely and for already very low rated client
exposures (expert judgment-based adjustments)
COVID-19 pandemic expected to have significant upward effect on 2020 loan impairment charges

Repayment holidays

Transitional
arrangements

Impairments

•

•

Measures implemented by Rabobank to support clients and government emergency relief programs contribute to
still low increase in level of defaulted/Stage 3 exposures

•

Magnitude and duration of the COVID-19 pandemic and hence impact are still very difficult to predict and are
expected to have a significant impact on Rabobank’s provisioning levels

Defaulted/Stage 3
exposures

Provisioning levels
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2020 net profit expected to be significantly impacted by
COVID-19

FY2020 outlook
• 2020 net profit expected to be significantly impacted by

COVID-19 pandemic, mainly as a result of materially increased
impairment charges on financial assets in DRB, W&R and DLL
and lower income
• Based on the April Baseline, Rabobank anticipates 2020 loan

impairment charges to amount to ~ € 2bn, which is in the upper
range of twice the through-the-cycle level*

Impact on 2020 income & expenses
• In 2020 income is expected to be negatively impacted by the

COVID-19 pandemic and continued low interest rate
environment:
•

•

• Downward revision of April Baseline could negatively impact

current expectations
• We will continue to assess the impact of the COVID-19 crisis on

our financial performance, but it is at this point in time too early
to give a reliable indication of the impact on our aggregate net
profit for the full year 2020

•
•

At DRB deposits margin remains under pressure and due to
potentially lower volumes, product and transaction fees could
be impacted
At W&R Wholesale income may be impacted by slower
economic activity and MtM effects. Rural income expected to
be resilient. Sale of RNA in 2019 will impact W&R income
DLL expects a reduction of new business volume
Number of sales at BPD is expected to slightly drop in the
remainder of the year and will consequently affect income

• Overall costs are trending down. As result of COVID-19 some

expenses will increase (e.g. special asset management) while
other expenses are expected to decrease (e.g. travel, events)

*

Rabobank's through-the-cycle level is 20-25 bps of average lending
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Capital, funding & liquidity

Pre COVID-19: CET1 ratio of 16.3% well above 2020 SREP
requirement of 11.81%
SREP requirement (%)
16.3%
>14%
11.81%

CCyB

0.06%

SRB

3%

CCB

2.5%

P2R

1.75%

P1

4.5%
Fully phased in
requirement 2020

CET1 ratio YE2019

Ambition 2022

Main developments
•

YE2019 CET1 ratio of 16.3% provides strong starting position
CET1 ratio well above the SREP requirement and MDA trigger of 11.81% and implies a substantial buffer of 4.51% (€ 9.3bn) over the 2020
minimum CET1 requirement
• Rabobank’s Distributable Items amounted to € 28.2bn at YE2019
•
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Measures taken by regulators to support banks’ capital
Increasing loss absorbing capacity to ensure banks have sufficient capital to support clients and economy

Temporary postponement of
measures to increase capital
•

•

Basel Committee deferred the
introduction of Basel IV to 1 January 2023
(including the transitional arrangements
for the output floor) to provide banks more
time to prepare for the implementation of
Basel IV
DNB postponed the introduction of the
macro prudential add-on for mortgages
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Lower CET1 requirements increasing
the buffer to MDA

Preservation of capital position &
other measures

• ECB announced accelerated
implementation of art 104a CRD V: Pillar 2
Requirement (P2R) can be partly fulfilled
with AT1 and Tier 2 capital

• ECB recommended banks on 27 March 2020
not to pay out any distributions on their
CET1 capital until at least 1 October 2020

• ECB allows banks to use the Pillar 2
Guidance (P2G) and Capital Conservation
Buffer (CCB) to absorb impact on capital
resulting from the COVID-19 crisis,
whereby MDA restrictions on breaching the
CCB continue to apply

• ECB postponed the issuance of TRIM
decisions not yet communicated to banks

• DNB lowered the Systemic Risk Buffer
(SRB)

• SRB to use its discretion and the flexibility
given by the regulatory framework to adapt
transition periods and interim targets
applied to banking groups and to adjust
MREL targets in line with capital
requirements, with particular reference to
capital buffers

• In the future (“after normalization”
according to DNB) the lower SRB will be
replaced by a gradual build-up of the
Counter Cyclical Buffer (CCyB)

• EC proposes several changes to the CRR,
including a.o. extension of IFRS 9
transitional arrangements and acceleration
of SME Support Factor
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Implication of measures on Rabobank’s capital
requirements

Postponement of Basel IV and macro
prudential measure

Temporary lower CET1 requirements

ECB recommendation on distributions
on CET1 capital

•

Postpones the expected Basel IV RWA
inflation by one year to 1 January 2023

•

Lower RWA for mortgages than projected
due do postponement of macro prudential
add-on, resulting in a positive impact on
our CET1 ratio of 40bps

• Resulting in a temporary decrease of the
MDA trigger from 11.81% to ~ 10% due to
mainly (a) lower SRB (which for Rabobank
decreases from 3% to 2%) and (b)
application in full of article 104a CRD V

• No payments on Rabobank Certificates until
1 October 2020 might impact CET1 ratio up
to 18bps

• For the longer term and after build-up of the
CCyB, the MDA will increase again to
~11.5% resulting from impact of 2% CCyB
on domestic exposures (which translates
into a 1.2% impact on group level) and
expected application of CCyB in other
countries where Rabobank is active

• After 1 October 2020 (provided the ECB is
allowing banks to start paying distributions
after such date) and in line with Rabobank’s
full discretionary authority with respect to
payments on the Rabobank Certificates,
future distributions can either be zero,
lower or higher than the intended
distributions as outlined in the payment
policy
• Potential application of IFRS 9 transitional
arrangements could dampen the negative
impact on CET1 ratio resulting from high
and volatile provisioning levels under IFRS 9.
Acceleration of SME Support Factor could
positively impact the CET1 ratio by 35bps
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Capital position provides large buffer to absorb negative
impact from COVID-19
release add-on

SREP requirement (%)

SRB

11.81
0.06
3.00

CCB

2.50

P2R

1.75

P1

4.50

CCyB

SREP YE 2019

0.4

6.7
>14% ambition

0.02

1.00

0.77

10.02

10.02
YE 2019

16.3

10,02

CCyB
reduction

SRB
adjustment

application
art 104a*

MDA trigger*

Pro forma
CET1 ratio
1/1/2020***

MDA trigger*

Main developments
•

As a result of the measures announced in respect of the CET1 requirement, the MDA trigger decreases from 11.81% to ~10%*
Rabobank already included an amount of € 5.3bn RWA in its YE 2019 capital calculation in anticipation of the macro prudential measure for
mortgages which DNB intended to implement in 2020, impacting our CET1 ratio by 40bps
• Adding the 40bps back to the YE2019 CET1 ratio of 16.3%, the pro forma CET1 ratio as per 1 January 2020 increases to 16.7%
• Combination of the lower MDA trigger and a pro forma CET1 ratio of 16.7% (as per 1 January 2020) theoretically increases the buffer to MDA
from 4.51%-pnt to ~6.7%-pnt (~€ 13.4bn) in the short term**
• This results in a significant amount of capital available to continue to support our clients and the economy while also increasing the ability to
absorb potential losses resulting from the COVID-19 crisis***
•

* Subject to application in full of article 104a CRD V
** Calculations are based on YE2019 RWA and excludes potential COVID-19 impact
*** Subject to potential significant impact on RWA resulting from TRIM and DoD
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Update on Basel IV, TRIM and capital ambition

CET 1 ratio

Main developments

Main developments

•

•

At YE2019 Rabobank announced that the Basel IV RWA inflation
estimate had been lowered from 30-35% to 25-28% (before
mitigation) and that mitigation actions could lower the estimated
impact to below 25%*
• Basel Committee has postponed the implementation of Basel IV
(including the start of the phase-in period of the output floor) to
2023 while the ECB has decided to postpone the issuance of TRIM
decisions (to the extent not already implemented)
• Further updates on expected Basel IV RWA inflation will be
provided in the future, taking into account regulatory
developments and measures (including TRIM, Definition of
Default, model (re)developments and other changes) as well as
impact of COVID-19, which all could have a significant impact on
RWA

Ambitions
2022

Ambitions
longer term

>14%

>14% (FL)

At YE2019 Rabobank announced its financial ambitions including
a CET1 ratio ambition of >14% for 2022 and for the longer term
• Rabobank currently maintains the CET1 ambition of >14%, subject
to future regulatory requirements and market developments
• Rabobank remains focused on maintaining a significant
management buffer over the (adjusted) SREP requirements

* Estimated Basel IV impact and mitigation is subject to many assumptions and uncertainties about the translation of Basel IV into legislation, balance sheet developments and impact of COVID-19 on RWA
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Update on issuance plans and MREL
Rabobank’s issuance plans 2020

Rabobank still well on track for MREL

•

•

Diversified funding mix achieved by tapping different markets,
maturities, currencies and products and continued commitment
towards strategic and liquid benchmark curves
• Rabobank’s long-term funding target for 2020 remains between
€ 12 - 15bn
• Primary focus of issuance plans is on building up our MREL stack
• Subject to balance sheet developments and market conditions,
this translates into the following long-term funding plan:
• € 3 - 5bn on average for the coming years of NPS issuance. YTD
issuance of EUQ 1.6bn, of which € 1bn was successfully issued
since the outbreak of COVID-19, proving our still good access
to funding markets
• Application of art 104a CRD V offers an opportunity to further
optimize the capital structure and will increase Rabobank’s AT1
needs from 1.5% to 1.83%, which is covered by the current ~2%
target
• With an AT1 layer of 2.5% as per YE 2019 and taking into
account the recently announced call of the € 1.5bn AT1 on
29 June 2020, Rabobank could have an appetite for AT1 capital
• Despite the application of art 104a CRD V there is limited/no
need for Tier 2 capital
• Any TLTRO III participation will lower the funding budget
• Remainder will be covered by a mixture of preferred senior and
covered bond issuances

•

•
•

•

In 2019 Rabobank received an updated binding MREL requirement
of 9.64% of Total Liabilities and Own Funds (TLOF), which
corresponds to 28.58% of RWA
Rabobank intends to meet its MREL requirement with a
combination of Own Funds, subordinated instruments and NPS
only
With an MREL buffer* of 29.3% RWA (as per YE2019), the MREL
issuance is expected to be very manageable
Future MREL requirement is expected to reflect:
• Updated SRB policy based on the revised banking package
• Impact of the recently announced measures by DNB, including
a decrease of the Systemic Risk Buffer to 2% (from 3%), which
will be compensated once the situation “normalizes” by a
gradual build-up of 2% Countercyclical Buffer for domestic
exposures
• Statement by the SRB that it will use its discretion and the
flexibility given by the regulatory framework to adapt
transition periods and interim targets applied to banking
groups and to adjust MREL targets in line with capital
requirements, with particular reference to capital buffers
Considering the above, Rabobank expects its MREL requirement
to decrease by ~2% in the short term and by ~0.80% in the long
term

* MREL buffer: Own Funds including amortized Tier 2 with a maturity > 1 year and NPS with a maturity > 1 year
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Conservative approach to liquidity management is
paying off

Solid liquidity position despite market disruptions
•
•
•

•

•

•

Compliancy with LCR requirements at March 2020: 125%
(Dec 2019: 132%)
Strong liquidity buffer of € 124bn at March 2020
(Dec 2019: € 111bn)
Liquidity buffer geared towards high quality assets, with level 1
assets making up more than 95% of HQLA at March 2020
(Dec 2019: 95%)
Next to HQLA, € 50bn of unencumbered, ECB eligible retained
RMBS / covered bonds are available as contingent liquidity
buffer, with additional eligible mortgage loans accessible to
increase this amount
Based on the easing of ECB’s collateral requirements for credit
claims, Rabobank is investigating if this asset class could even
further increase the contingent liquidity buffers
Rising credit demand since outbreak COVID-19 (€ 6bn) more
than offset by increase in deposits (€ 16bn)
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Rabobank is able to withstand a disruption in capital
markets for a longer period
•

•
•
•
•

Given ample (contingent) liquidity buffers and current long term
funding spreads, long term funding activities are being
monitored and issuance will be based on economics
Rabobank aims to have an optimal blend of different funding
sources for effective management of its liquidity position
Given attractive economics Rabobank participated in the ECB’s
LTRO (€ 2bn) and USD tender (USD 5bn) operations
Rabobank is considering to participate in future TLTRO-III
operations given attractive economics
Rabobank will closely follow market developments and will
issue if spreads are deemed attractive
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Appendix

Downward revision of rating agencies’ macroeconomic
forecasts
COVID-19 disruptions are triggering negative rating actions on banks across the world

PRE COVID-19
Credit rating
agency

POST COVID-19

Long term
rating

Short term
rating

Outlook

Long term
rating

Short term
rating

Outlook

A+

A-1

Stable

A+

A-1

Negative

Aa3

P-1

Stable

Aa3

P-1

Stable

AA-

F1+

Negative

AA-

F1+

Watch
Negative

AA

R-1(high)

Stable

AA

R-1(high)

Stable

Ratings and Outlook as at 23 April 2020

•

On 20 April 2020 Fitch announced that following the review of the Western European bank ratings, they took 116 rating actions. The bulk of
the rating actions were affirmations with Outlook revisions to Negative and placing ratings on Watch Negative. The review was triggered by
the sharp downward revision of global GDP growth forecasts. As part of this review, Rabobank’s rating was placed on Watch Negative on
1 April 2020

•

On 22 April 2020 S&P announced that they anticipate a marked increase in Negative Outlook revisions given the recent downward revision of
their central economic forecasts, continued material downside risks to these forecasts, and the potential longer-term impact of the crisis on
banks’ profitability. The following week they took negative rating actions on 40 banks in several European countries. Rabobank’s Outlook was
changed to Negative from Stable on 23 April 2020. Early May 2020 41% of Europeans banks carried a Negative Outlook
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Dutch government committed to supporting the economy
Dutch government debt provides ample room to provide support and government will extend measures as
needed

Most important measures*, which provide a basis for recovery as of H2 2020
Temporary broadening of the credit guarantee scheme for temporary liquidity support to SMEs** (BMKB-C)
•
•
•

Government guarantees 90% of the principal amount (up to € 1.5mn); this loans meets only 75% of the client’s total financing needs
On top of that, clients always have to take out a regular loan with their bank for the remaining 25% of their total financing needs
Overall, the government takes a 67.5% (= 90% of 75%) first loss on the SME’s total financing needs

Credit guarantee scheme for small companies with limited finance needs** (KKC) (as from mid-May 2020)
•
•

Government guarantees 95% of the principal amount (between € 10k and € 50k)
Any loan losses (after liquidation of collateral) are pro-rata split between government and banks

Income subsidies for independent contractors (including self-employed) for cost of living for up to three months (TOZO)
Temporary broadening of the credit guarantee scheme for SMEs in agriculture, horticulture, fishing and aquaculture sectors** (BMKB-L-C)
•

Government guarantees 70% of the principal amount (up to € 1.5mn) by way of a first loss

Additional support measures for floriculture, food horticulture and growers of potatoes used for producing fries
•
•

Floriculture and food horticulture: SMEs are eligible if their turnover has decreased significantly; 70% of turnover loss will be compensated
Growers of potatoes, used for producing fries: 40% of the average market value pre COVID-19 will be paid as compensation

Temporary broadening of the credit guarantee schemes for larger corporates** (GO-C) (as from 1 May 2020)
•
•

Government guarantees 90% (SMEs) or 80% (larger corporates) of the principal amount (between € 1.5mn and € 150mn)
Any loan losses (after liquidation of collateral) are pro-rata split between government and banks

Compensation of specific industries, which are hit the hardest by the partial lockdown (TOGS)
•
•

Originally only industries, which were subject to mandatory closure. Late March 2020 the number of industries in scope was expanded
Companies are entitled to an one-off payment of up to € 4,000 to cover their fixed charges

Temporary compensation of labor costs for companies with a decline in turnover of at least 20% (NOW)
•

Compensation up to 90% of the labor costs plus 30% to cover any additional staff costs (e.g. contributions to pension fund and social security schemes) for up to
3 months, provided that staff is not being dismissed

Postponement of corporate tax payments, including (but not limited to) corporate income tax and VAT
* More information can be found on the website of the Government of the Netherlands: news item 17 March 2020 and information for entrepreneurs
** Only fundamentally healthy companies (i) with sufficient long-term continuity perspective, and (ii) which currently have a liquidity shortage due to COVID-19 are eligible for these schemes. Loan
proceeds should be used as ‘fresh money’
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Rabobank offers support measures to domestic clients
Rabobank is helping a large number of business clients and private individuals through the COVID-19 crisis

Most important measures for business clients
Six-months payment holidays for loan principal repayment
•
•

Originally Rabobank offered this option to clients with an exposure up to € 3mn; larger clients were assessed on a case-by-case basis
Since 1 May 2020 the scope of clients has been expanded to clients with an exposure up to € 50mn

Postponement of scheduled reductions of credit facilities
•

Especially the floriculture and leisure industries will benefit

Three-months payment holidays for lease payments

Most important measures for private individuals
Three-months payment holidays for mortgage loan instalments (i.e. principal and interest)
Geared towards clients with the following profile:
The client’s income is substantially lower as a direct result of COVID-19
•
The government’s support package is insufficient for the client
•
The client does not have a financial buffer (in terms of freely available liquid assets) in excess of € 6,000
•
The payment problem is temporary (after the moratorium the client will be able to meet its debt service going forward)
•

No forced home sales because of arrears until at least 1 July 2020
Three-months payment holidays for consumer loan repayment
Lower interest rate for overdrafts on payment accounts and giving clients an extra three-months to settle their balance
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