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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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Update on strategy

Solid starting position going into the COVID-19 crisis
Resulting from strong strategic focus, solid capital position & 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
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Meaningful
cooperative
 Rabobank front-runner in

sustainable initiatives and
financing
 As a cooperative bank we

have a strong focus on
major societal
transformations
 Cooperative contribution

to support local initiatives

Banking for Food
Rock-solid
Bank
 Sound capital & liquidity

position
 Diversified loan portfolio

with focus on the
Netherlands
 Continued focus on our

core: divestment
program completed

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
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Strategic pillars give guidance in these unprecedented times
Highlights H1 2020

Excellent customer focus: helping customers during COVID-19 pandemic with support measures and digital products
Support measures to customers

Accelerating of change in customer
behavior and interaction

Stable loan portfolio while deposits
significantly increase

 ~72.5k business clients and ~7.5k private

 Number of mobile payments shows strong

 Private sector loan portfolio relatively

individuals have been granted support
measures (mostly payment holidays)
 ~€ 0.7bn of liquidity under credit guarantee
schemes was provided to ~2.5k business
clients

upward trend
 >97% of new mortgages via audio, video
and digital channels
 Digital lending street used for all financing
requests up to € 1mn

stable; lending to F&A increased by
€ 1.1bn to € 108.3bn and Rabobank remains
market leader in domestic mortgages
 Deposits from retail and wholesale
customers significantly increased by € 23bn

Meaningful cooperative: as a cooperative bank we are committed to make a difference for our customers and society
Reputation score further improved

Frontrunner in sustainability

 RepTrak score further increased to 71.8;

 For the 2nd consecutive year Rabobank is

Rabobank continues to hold the strongest
reputation of the large Dutch banks
 Member engagement score increased by
7%-pnt compared to same period last year

ranked 1st out of 374 diversified banks in
the (ESG) Risk Rating by Sustainalytics
 In the Sustainable Brand Index Rabobank
was voted as the most sustainable bank in
the Netherlands by consumers
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Support to local community initiatives

 Rabobank allocated € 16mn to support

local community initiatives
 Sponsor of #SupportYourLocalsNL to

support and accelerate short food supply
chains
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Strategic pillars give guidance in these unprecedented times
Highlights H1 2020

Rock-solid Bank: COVID-19 significantly impacted results; solid capital position with CET1 ratio well above ambition
Results significantly impacted by
COVID-19

Materially higher impairment charges

 Net profit of € 227mn, significantly

 Materially higher impairment charges due

impacted by lower income and materially
higher impairment charges of € 1,442mn
 Continued downward trend in operating
expenses despite investments and
regulatory costs

to changes in macroeconomic scenarios
impacting mainly Stage 1 and 2 allowances
 FY 2020 forecast* revised slightly upwards
to 50 – 60bps (€ 2-2.5bn) with most
impairment charges recognized in H1 2020

Solid capital & liquidity position

 CET1 ratio increased to 16.6%, well above

our ambition of >14%
 With a buffer of 6.6% to MDA a significant

amount of capital is available
 Robust liquidity position with LCR ratio of

160% and liquidity buffer of € 134bn

Empowered employees: our employees feel empowered to represent Rabobank and are inspired by our mission
Safeguarding the health of employees

Employee wellbeing is closely
monitored

Focus on Diversity & Inclusion is
paying off

 Since the start of COVID-19 crisis >90% of

 Frequent surveys among employees show

 83% of Rabobank employees indicate that

all employees is working from home
 Possible return scenarios for employees are
being developed to ensure smooth
transition back into the office

that 77% of our employees “are doing well”
 88% indicate that they “are able to deliver
the same or more value” compared to the
situation pre COVID-19

“they can be successful as their authentic
self”
 33% of senior management position is
fulfilled by women

* Revised forecast based on June Baseline scenario of RaboResearch
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Balance sheet optimization
Divestment program completed

• 2016 – 2020
•

Creating access to wider investor base and decreasing
funding costs via collateralized and green lending
Funding
• € 12.3bn raised through Covered Bond program,
diversification
€ ~4.3bn equivalent of DLL ABS issued since 2017 and
total of € 19bn of Obvion RMBS issued since 2016

• € 7.6bn of mortgage portfolios sold since March 2016
Balance sheet • € 5.2bn of capital relief transactions structured with
external investors since July 2017
flexibility
• € 3.0bn subscription of Vista mortgage label

•

Balance sheet
optimization

Focus on the core: exited all our remaining
international retail banking business in 2019 (ACC,
RNA and Rabobank Indonesia) and non-core activities
(including FGH, substantial parts of Bouwfonds and
Athlon) in recent years

€ 4.3 bn
asset backed
securities

€16.8bn
RMBS
securities

€ 2.2bn Green
STORM

€ 3.0bn
subscriptions

€ 5.2bn capital
relief transactions

€ 7.6bn
mortgage
portfolios sold

€ 1.25bn Green
bonds in PS and
NPS format

€ 12.3bn Covered
Bonds
issuance

National
Association

€ 1.1bn sale of
Athlon Car
Lease

Sale of
substantial
parts of
Bouwfonds

Sale of € 1.3bn
CRE portfolio

€ 1.5bn
Rabobank
Certificates

€ 4.5bn perp
AT1 capital
securities

€ 9.2bn NPS
(MREL eligible)

Sale of Rabobank
N.A. for
$ 2.1bn

Sale of ACC loan
portfolio

•

Rabobank has replaced several capital securities with
more cost efficient CRR2/CRDV compliant
Strengthening
instruments
capital base
• € ~9.2bn equivalent of Non Preferred Senior securities
(MREL eligible) issued since August 2018
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Rabobank’s strategic agenda focusses on further
strengthening the core of the bank
Optimizing balance sheet & operating model

•

Between 2016 and 2020 Rabobank has taken several initiatives to
optimize the balance sheet:
• divestment of non-core assets
• strengthening of capital position

•

During the same period we took action to optimize our operating
model by:
• optimizing our domestic operations (Banking 3.0)
• reduction of staff level by ~10,000 FTE since 2016
• resulting in a decreasing C/I ratio
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“We Improve Now”

•

Building on the initiatives from recent years, Rabobank is launching a
new program: ‘We Improve Now’ (WIN):
• WIN is a continuous improvement program
• goal is to strengthen the core of the bank while at the same time
reducing the cost base
• fits within our longer term ambition of a C/I ratio of mid 50%

•

Key focus points of WIN:
• simplifying the organization: more effective and cost efficient
operating model and enhanced service to our clients
• building a stronger cost culture
• focussing on opportunities where Rabobank makes the
difference given our role in society as a cooperative bank
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Rabobank fully committed to take its responsibility as
gatekeeper to the financial sector
Strong commitment
•

Rabobank considers its role as gatekeeper
to the financial sector as its core task and
gives this highest priority
• Rabobank is strongly committed to comply
with all relevant rules and regulations
• We regard customer integrity as the basis
for good customer service and to protect
customers and society against financial
crime risks
• Increased globalisation, digitalization and
complexity of financial crime require that
we know our clients even better
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Continuous enhancement and
investments in KYC

Strong belief in increased public
private partnerships

•

Rabobank has 3,000 specialists (CDD and
• Rabobank actively explores forms of
Transaction Monitoring) dedicated to
(increased) cooperation with market
protect the financial sector and Rabobank
participants and the public sector to
against financial crime risks
collectively fight against money laundering
and the financing of terrorism
• Rabobank enhanced global policies and
procedures around Customer Due Diligence, • Early July, Transaction Monitoring
Anti-Money Laundering, Counter Terrorist
Netherlands (TMNL) has been established
Financing and Sanctions
by five Dutch banks, including Rabobank. In
addition to the banks’ individual transaction
• After receiving an injunction (last onder
monitoring activities, this joint initiative
dwangsom) in 2018 we further intensified
focuses on identifying unusual patterns in
our CDD activities. From 1 April 2020 DNB is
payment traffic across the participating
verifying if Rabobank meets all requirements
banks
of the injunction and will validate, a.o., if
Rabobank has adequately classified its client • Rabobank is proactively involved in various
portfolio
public private partnership initiatives to
increase the resilience of the financial
• Should DNB conclude that Rabobank did not
system against financial economic crime
meet all requirements of the injunction on 1
April 2020, a penalty payment of € 500k will
be immediately forfeited, for which we made
a provision. Timing of completion of DNB’s
investigation and final outcome are
uncertain
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COVID-19 Update

Extension of COVID-19 support packages
Dutch government and Rabobank provided substantial support to companies and households

Government support

•

So far, the Dutch government has allocated almost € 50bn to
mitigate the impact of the COVID-19 pandemic on the Dutch
economy
• The Dutch government has been offering a string of
comprehensive support packages for companies and
entrepreneurs*:
• 1st package covered the period March up to 1 June 2020
• 2nd package covered the period up to 1 October 2020 (with
some modifications as from 1 June 2020)
• 3rd package covers the period up to 1 July 2021 (with some
modifications as from 1 October 2020)
• In August the Dutch government announced that it is launching
new measures to encourage businesses to invest more in
economic growth and that it will direct extra funds towards
helping people find new work through training and coaching
• In H1 2020 Rabobank provided ~€ 0.7bn of loans, which benefit
from a partial state guarantee, to ~2,500 business clients

Rabobank supports clients by granting payment
holidays

•

In H1 2020 Rabobank granted payment holidays to ~77,500
customers (~70,000 business clients and ~7,500 households)
• Payment holidays were given for ~€ 23bn of outstanding
loans, or ~6% of our total private sector loan portfolio
• Predominantly customers of DRB and DLL benefited from this
relief measure:
• DRB: in March Rabobank announced that business clients
and households could apply for a payment holiday (for up to
6 and 3 months respectively) until 1 July 2020. The
application period was extended until 1 August 2020 for
small business clients and until 1 October 2020 for
households (with extension of the deferral period for the
latter to up to 6 months)
• our leasing subsidiary DLL offered clients across their
international network a 3 months payment holiday
• On a more limited scale payment holidays were also provided
by W&R, supplemented by other relief measures

* More details can be found in Appendix V.
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GDP impact – progression of scenarios
GDP growth (y-o-y change in %)
World

Euro zone

6.1%

The Netherlands

4.3%
2.9%

2.9%
1.2%

1.0%

-2.6%
-3.8%

-4.1%

-5.0%

-5.2%
-8.2%
2020
RaboResearch 2020 Forecast (Dec 2019)

2021

-5.7%

-5.7%

-9.1%

2020
RaboResearch April (April Baseline)

2021
BBG Consensus (July 2020)

2020

2021

RaboResearch June (June Baseline)

Macroeconomic outlook
•

The June Baseline is more severe than the April Baseline, especially for Eurozone countries (other than the Netherlands)
For the Netherlands we currently expect a 5.7% decrease in GDP in 2020, mainly manifested in the first two quarters, followed by a modest growth
in the coming quarters
• RaboResearch June Baseline largely in line with ECB / DNB June Baseline for Eurozone (2020: -8.7%, 2021: +5.2%) and the Netherlands
(2020: -6.4%, 2021: +2.9%)
• Uncertainty around these forecasts remains quite large:
• downside risks continue to dominate our outlook, including flare-ups of COVID-19 infections, or a financial crisis if bankruptcies rise sharply
• an upside could be a stronger than currently envisaged resilience of countries' economies. Adjustment to a social distancing economy could go
faster than in our current baseline. A quicker availability of a medicine or vaccine than currently expected would be another upside potential
•

More information / latest research reports are available on https://economics.rabobank.com
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H1 2020 Results

CET1 ratio well above 2022 ambition
C/I ratio and ROE impacted by COVID-19 and continued low interest rate environment

Financial ambitions and results
Dec 2019

Jun 2020

Ambitions
2022

Ambitions
longer term

CET 1 ratio

16.3%

16.6%

>14%

>14% (FL)

Cost/income ratio
(incl. regulatory levies)

63.8%

65.3%

low 60%

mid 50%

Return on Equity

5.3%

1.1%

6-7%

>8%

Main developments
•
•
•
•
•
•

CET1 ratio further increased to 16.6%, well above the 2022 ambition of >14%
Rabobank remains focused on maintaining a significant management buffer over the (adjusted) SREP requirements
Lower income as a result of the COVID-19 pandemic resulted in an increase in C/I ratio by 1.5%-pnt to 65.3%, despite the continued downward
trend in our operating expenses
Excluding regulatory levies the C/I ratio landed at 59.5%
ROE impacted by materially higher impairment charges due to COVID-19 as well as by the continued low interest rate environment
Despite the impact of COVID-19 on the global and Dutch economy, our clients as well as on Rabobank, we currently maintain the financial
ambitions announced with the FY 2019 results as the recovery path is still uncertain
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Update on Basel IV and TRIM
Estimated Basel IV impact 25-28% (before mitigation)

Estimated RWA impact (before mitigation)

Key tools to mitigate Basel IV impact

30-35%
25-28%

~ 2/3
of total
impact

Optimization
of product
and portfolio
mix

Asset
distribution
possibilities

Data
improvement
Initial Basel IV
impact

Estimated CRR2 impact &
absorbed risk weights

Repricing

Remaining Basel IV
impact

Mitigation actions could lower estimated Basel IV RWA impact to < 25%*
•

Strong capital position provides a good starting point to absorb the fully loaded impact of Basel IV
Estimated Basel IV impact of 25-28% and 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 decided to postpone the issuance of TRIM decisions (to the extent not already communicated) until the end of September 2020
• Until implementation of Basel IV in 2023, regulatory developments and measures (including TRIM, Definition of Default, model
(re)developments and other changes) as well as COVID-19 could have a significant impact on RWA
• This could result in part of the remaining Basel IV impact already being absorbed before 2023, which could be as early as from H2 2020
•

* 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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Net profit materially impacted by COVID-19
Net profit (€ mn)

3,004
2,674
1,306

2,203

1,158
991

1,516

2017

1,698
1,212

2018

2019

227

H2
H1

2020

Main developments
•

Decrease in net profit driven by COVID-19 impact on the global economy, resulting in:
• a sharp increase in impairment charges
• reduced income due to lower economic activity
• negative asset revaluations
• Persistent low interest rate environment also impacted results
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Decrease in underlying profit before tax due to higher
impairment charges and other COVID-19 effects
Underlying profit before tax (€ mn)
1,725
116

1,274
1,508
76
1,002

1,609

1,432
272

451
84
367
H1 2019
Exceptional items

H2 2019

H1 2020

Operating profit before tax

Delta

Exceptional items
in € mn
Fair value items

H1 2019
-126

H2 2019
-36

H1 2020
-92

53

350

0

-15

-25

0

Restructuring costs

-28

-65

8

0

-300

0

-116

-76

-84

Impairment Achmea
Exceptional items
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Other

Main developments

Derivatives Framework

Divestment RNA

Impairment charges

•

•

Underlying profit before tax impacted by:
•
elevated impairment charges
•
other COVID-19 effects, which include negative
revaluations at our Corporate Investment division
and of our stake in Mechanics bank
Increase in regulatory levies by 13% to € 302mn also
weighed on our performance
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Impact of COVID-19 disruptions feeding through our revenues
Underlying total income (€ mn)

5,686
49
671

6,070
393
569

902

900

5,677

5,637
4,064

5,212
359
845

4,208

5,304
4,100

Other results

Net fee & commission income
Net interest income

-92
H1 2019

H2 2019

Exceptional items

H1 2020

Main developments
•

Underlying total income down by 6%:
• net interest income increased by 1% despite the impact of the persistent low interest rate environment
• underlying net fee and commission income down by 6%, driven by lower deal activity due to less favorable market conditions in several W&R
divisions
• underlying other results decreased by 46% as the COVID-19 disruptions resulted in negative asset revaluations at our Corporate Investment
division and of our stake in Mechanics Bank. In addition we saw lower income from investments in associates
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Continued focus on reducing costs
Underlying operating expenses (€ mn)

3,587
156

3,370
166
883

758

3,431

3,204
2,321

3,101

1,029

2,402

3,109

2,351

Exceptional items
Other opex
Staff costs

-8
H1 2019

Main developments

H2 2019

H1 2020

•

Underlying operating expenses declined modestly, despite higher compliance and digitalization / IT related expenses:
• underlying staff costs roughly stable, as staff increases for our regulatory agenda and business growth at Rural and Leasing were offset by
the continued transformation of DRB
• main reason for decline in other underlying other operating expenses was a VAT relief, which was partly compensated by a downward
revaluation of property for own use
• Underlying C/I ratio increased to 64.3% from 61.6%, as cost savings were not in pace with the decline in income, as well as an increase in
regulatory levies
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Strong increase in deposits on the back of COVID-19
Private sector loan portfolio & deposits (€ bn)
1.19

1.21

1.21
418

416

411

342

341

188

190

193

1.08
415
343
4

382
20

188
International Lending

336

107

106

337

125

120

111
Dec 17

105

Dec 18

Dec 19

339

362

105

Other Domestic Lending
Domestic Mortgages
Deposits

122

ECB open market operations
Jun 20

Main developments
•
•
•
•

•
•

Domestic residential mortgage portfolio stabilized as high level of new production was offset by an increase in early repayments
Corrected for FX effects the W&R loan portfolio increased by € 2bn, due to more lending to Rural clients and large Dutch companies
In local currency the financial lease portfolio of DLL remained stable
Deposits from retail and wholesale customers increased markedly by € 23bn:
• deposits at DRB increased by € 17bn (of which € 8bn in retail savings), mainly due to lower consumer spending amidst the COVID-19 crisis
and holiday allowances
• deposits at W&R increased by € 6bn, mainly due to higher amounts held by clients in their current accounts
Deposits include our drawings under the ECB’s open market operations, which increased by € 16bn to € 20bn in H1 2020
Excluding net borrowings from the ECB, the Loan-to-Deposit ratio improved to 1.14 from 1.22 at Dec 2019 (on a like-for like basis)
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Risk & loan portfolio

COVID-19 pandemic has significant upward effect on loan
impairment charges
Loan impairment charges (€ mn)
69 bps
1,442
23 bps
975
21 bps
5 bps
440

26 bps

535

-5 bps
190

-190

2017

2018

2019

H1 2019

H2 2019

H1 2020

Main developments
•
•
•
•
•
•

Over 60% of the loan impairment charges relate to the performing part of the portfolio (Stages 1 & 2)
Overall Stage 3 loan impairment charges still relatively modest as a result of support measures provided by Rabobank and governments
• Stage 3 loan impairment charges mainly at W&R due to a limited number of larger defaults and clients that faced financial difficulties pre-crisis
Our mortgage portfolio is consistently strong performing with the average LTV declining to 59%
Generally speaking F&A sectors are less impacted by general economic developments
Most increases in H2 2020 expected in Stage 3 as the recession is expected to impact many clients. Assuming economic recovery as of H2 2020 loan
impairment charges in Stage 1 & 2 are expected to be limited for the remainder of the year
Based on June Baseline the FY 2020 forecast has been revised slightly upwards to 50-60bps (€ 2-2.5bn)
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Macroeconomic scenarios used under IFRS 9 (I)
Rabobank expectations on main macroeconomic parameters

NL GDP (%)

Developments & outlook

6.0
3.3
2.6
2.3

4.0
2.0
0.0
-2.0

-4.0
-6.0
-8.0

2010

2012

2014

2016

2018

2020

2022

NL Unemployment (%)
8.0

7.5

6.0
4.9
4.0
2.1

2.0
0.0

2010

2012

June 2020 Baseline
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2014

2016

June 2020 Minus

2018

2020

•

The June Baseline is more severe than the April
Baseline, especially for Eurozone countries (other than
the Netherlands)
• For the Netherlands we currently expect a 5.7%
decrease in GDP in 2020, mainly manifested in the first
two quarters, followed by a modest recovery in the
coming quarters. In 2021 the economy will partly
recover, but this will not make up entirely for the GDP
loss in 2020. It will take some years to return to precrisis GDP levels
• The lockdown in the Netherlands was relatively mild,
society was well prepared for online work and
shopping, and the government has delivered sizeable
fiscal support. The initial impact of the COVID-19 crisis
is therefore expected to be milder than in other
Eurozone countries
• On the other hand, the recovery will be modest in the
quarters to come and next year, as unemployment is
expected to rise sharply, especially among workers with
flexible contracts. This will weigh on domestic demand.
In addition, the relatively open Dutch economy will
suffer from the economic recession in major trade
partners

2022

June 2020 Plus
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Macroeconomic scenarios used under IFRS 9 (II)
Rabobank expectations on main macroeconomic parameters

NL real 3-months interest rate (%)

Developments & outlook

4.0

•

ECB is expected to keep the deposit rate at
-50bps, and resort to another Pandemic Emergency
Purchase Programme (temporary asset purchase
programme of private and public sector securities)
increase if more monetary stimulus is warranted

•

We expect house prices to show a period of decline,
starting Q4 2020 as unemployment will rise in the
course of the year and confidence in the housing
market will fall. As a consequence house prices will
decrease in 2021. However, as house prices have
increased at a fast pace in H1 2020, for the full year
2020 the overall house price development will still be
substantially positive

2.0
0.0
-1.7
-2.4

-2.0
-4.0

-3.5
2010

2012

2014

2016

2018

2020

2022

NL house prices (%)
10.0
5.0
0.1
-0.6
-2.8

0.0
-5.0
-10.0
2008

2010

June 2020 Baseline
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2012

2014

2016

June 2020 Minus

2018

2020

2022

June 2020 Plus
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Loan impairment charges largely related to performing
portfolio
H1 2020 loan impairment charges (€ mn)

Main developments
1,442

•

553

•

221
668
Movements
Stages 1 & 2

•

Management
adjustments
(Stages 1 & 2)

Stage 3
loan
impairment
charges

Total
loan
impairment
charges

Stage composition loan portfolio*

•

•

Dec 19

Jun 20

Stage 1

92.4%

87.6%

Stage 2

4.4%

9.3%

Stage 3

3.2%

3.1%

100.0%

100.0%

•

Rabobank applies macroeconomic scenarios in determining level of
loan impairment charges and allowances
H1 2020 loan impairment charges have been determined using our
June Baseline (70% weight), as well as a ‘plus’ and a ‘minus’ scenario
(15% weight each). The latter two scenarios have been developed
using historical statistical variance. Upward and downward risks
resulting from these scenarios are currently rather symmetric
Management adjustments upwardly impacted loan impairment
charges to reflect risks:
• in business sectors expected to be impacted severely
• related to very low rated client exposures
Extensive stress testing including a.o. assumptions regarding shape
of recovery and effectiveness of government support schemes
confirmed resulting level of loan impairment charges and allowances
Residential mortgage loans subject to payment holidays have been
migrated to Stage 2. Impact on loan impairment charges negligible
Using our macroeconomic scenarios and applying Management
adjustments result in a ~5%-pnt loan exposure migration from
Stage 1 to Stage 2

* Gross Carrying Amount, including loan impairment allowances, loans to and receivables from credit institutions and governments, and reverse repos with non-credit institutions
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COVID-19 pandemic pushes loan impairment charges and
allowances up
Impairment charges

1,442

(Stages 1, 2 & 3, € mn)

Impairment charges

1,442

(Business segments, € mn)

272

553

699
440
227
330
309
-47
-37

-38

H1 2018

H2 2018

53

57

H1 2019

535

424
58

71

H2 2019

-42
-37
H1 2020

5,062

(Stages 1, 2 & 3, € mn)
3,873

35

4,005

3,432
3,542

3,319

3,358

311

H1 2018
Stage 1

302

252

H2 2018
Stage 2

Investor Relations

348

299

H1 2019
Stage 3

2,132
H1 2019

H2 2019

H1 2020

5,062

(Business segments, € mn)

569
3,873
268

4,005
306

4,104
361

1,331

1,552

1,611

2,267

2,147

2,132

2,447

H2 2018

H1 2019

H2 2019

H1 2020

2,046

1,209

3,336

873
340

-123

471

131

21

Impairment allowances
4,193
258

4,104

276

333

292

H1 2018 1,596H2 2018

535
128

440
86

227
70

406

Impairment allowances
4,193

465

366
402

757

H2 2019

H1 2020

2,671

H1 2018
DRB

W&R (incl. Other)

Leasing
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Estimated COVID-19 impact on material sectors
Private Sector Loan Portfolio
Estimated COVID-19 impact (in order of significance)
5%

23%

72%

High impact (5%)
• Food services
• Leisure & entertainment
• Non-food retail
• Transport
• Animal protein (North America)

Vulnerable sectors determined by (1) using top-down sector heat
maps, (2) bottom-up identification of clients of key concern and (3)
usage of COVID-19 support measures:
• compared to the May COVID-19 update, Food services, Leisure &
entertainment, Non-food retail and Transport continue to be
considered most critical sectors
• within the group of moderate impacted sectors we are most
concerned about Flowers, Sugar and Wholesale trade
• based on expert opinion and general outlook for the specific
sectors, Construction and Commercial Real Estate (notably retail
outlets and recreation) are considered moderately impacted,
because they are late cyclical
• almost half of our € 415bn private sector loan portfolio consists of
strongly performing domestic residential mortgages

•

Current results of business sub-segment analyses and research
indicate that F&A sectors are less vulnerable than non-F&A sectors to
general economic developments and this crisis in particular

Moderate impact (23%)
• Wholesale trade
• Flowers
• Sugar
• Dairy
• Animal protein (excl. North America)
• Commercial Real Estate
• Construction
• Manufacturing
Low impact (72%)
• Fruit & Vegetables
• Grain & Oilseeds
• Farm inputs
• Food retail
• Healthcare
• Residential mortgages (45%)

Investor Relations
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Consistently strong performing mortgage portfolio
Main sector with low impact

Net additions (bps)

Average LTV (%)

10

90

8

80

6
70
4
60

2

50

0

2012
-2
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Forecast

2013

2014

2015

2016

2017

2018

2019

2020
H1

Main developments
•
•
•
•

•
•
•

Dutch residential mortgages make up close to half (H1 2020: 45%) of Rabobank’s private sector loan portfolio
So far impact of COVID-19 pandemic on the Dutch mortgage market is limited and mortgage origination is holding up well
The quality of Rabobank’s residential mortgage loan portfolio remained high, and non-performing loans still show a decreasing trend
Higher net additions to loan impairment allowances (10bps annualized) mainly due to a more pessimistic macroeconomic scenario used for
Stage 1 & 2 allowances. Stage 3 loan impairment charges remain very limited. H2 2020 loan impairment charges are expected to be very low.
Based on the June Baseline we anticipate 6bps of net additions to loan impairment allowances for FY 2020
The average LTV strongly decreased over the last 7 years, reaching a level of 59%
Although a decrease in transactions and a limited decline of house prices is expected in the coming period, in the long term the Dutch housing
market fundamentals remain strong
Since the outbreak of COVID-19 less than 1% of the mortgage portfolio has been subject to payment holidays
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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
886

14,844
989

18,131

5,267

5,446

Non-core Real Estate
DLL

W&R
9,487

8,350

DRB
DoD impact (Jan 1, 2018)

Jan 18

Dec 18

Dec 19

Jun 20

Main developments
•

H1 2020 saw a continuing downward trend with NPLs declining by a further € 0.9bn to € 14.8bn and the NPL ratio further improving to 2.7%
The further decline in NPL volume is mainly the result of the execution of our NPL Strategy
• The wide variety of measures to support our clients, in addition to available government measures, have prevented downgrades, contributing to
a still low increase in level of defaulted/Stage 3 exposures
• 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
• We expect to see a substantial inflow of non-performing business clients across our business segments in H2 2020. Going forward, based on the
latest Rabobank macroeconomic projections, we expect a prolonged impact of the COVID-19 pandemic on both NPL volume and NPL ratio
•

Investor Relations
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Capital, Funding & Liquidity

Capital position provides healthy buffer to absorb negative
impact from COVID-19
CET1 ratio development

15.5%

16.0%

16.3%

+0.05%

+0.4%

-0.4%

+0.25%

16.6%
>14% Ambition

9.99%

Dec 17

Dec 18

Dec 19

Profit -/RWA (release
distributions
of add-on)

RWA

Other

Jun 20

MDA trigger*

Excess available to absorb
TRIM/Basel IV impact

Main developments
•

•
•
•
•
•

CET1 ratio improvement was the balance of:
• release of RWA related to the macro prudential add-on for mortgages (+0.4%-pnt)
• RWA increases (-0.4%-pnt), amongst others resulting from risk migration (increasing PD and LGD due to the COVID-19 crisis)
• 'Other' includes a decline in the IRB shortfall as a result of increased loan impairment allowances (+0.3%-pnt) and the resulting impact of
IFRS 9 transitional arrangement (+0.04%-pnt)
Rabobank maintains its CET1 ambition of >14%, subject to future regulatory requirements and market developments
As a result of regulatory measures announced in respect of CET1 requirements, the MDA trigger decreased from 11.81% to 9.99%*
Focus is on maintaining a significant management buffer over the (adjusted) SREP requirements
This results in a significant amount of capital available to continue to support our clients and the economy, increasing the ability to absorb
potential losses resulting from the COVID-19 crisis and absorb the future impact of TRIM/Basel IV
Rabobank will not pay any cash distributions on Rabobank Certificates during the full year of 2020 which, based on the distribution policy, has a
pro forma impact on CET1 ratio of +0.2%-pnt

* Subject to application in full of article 104a CRD V

Investor Relations

31

Measures taken by regulators to support banks’ capital and
implications for Rabobank’s capital requirements
Key regulatory measures and impact on Rabobank
Temporary postponement of measures to increase capital
• Deferred introduction of Basel IV to 1 January 2023
• Postponement of the introduction of macro prudential add-on for
mortgages, resulting in a positive 40bps impact on our CET1 ratio
Temporary decrease of the MDA trigger from 11.81% to 9.99%*
Accelerated implementation of article 104a CRD V
• Allowance to use Pillar 2 Guidance and Capital Conservation Buffer
to absorb impact on capital resulting from the COVID-19 crisis
• Lowering of Systemic Risk Buffer (SRB) from 3% to 2% by DNB
• In the longer term and after “normalization” the lower SRB will be
replaced by a gradual build-up of the Counter Cyclical Buffer,
increasing MDA to ~11.2%*
Preservation of capital position & other measures
• No cash distributions on Rabobank Certificates during the full year of
2020, following the updated ECB recommendation as published on
28 July 2020
• Postponed issuance of TRIM decisions until end of September
• Single Resolution Board to use its discretion and flexibility to adapt
transition periods and interim targets and to adjust MREL targets in
line with capital requirements
• Several changes to the CRR (so called CRR ‘quick fix’) were adopted
on 18 June 2020

ECB recommendation on dividend ban
•

On 28 July 2020 the ECB published an updated recommendation in
which the ECB asks banks not to pay dividends until January 2021.
The ECB will review whether this stance remains necessary in Q4
2020. Once the uncertainty requiring this temporary and exceptional
recommendation subsides, banks with sustainable capital positions
may consider resuming dividend payments
• In line with its previous decision Rabobank also decided to adhere to
the updated ECB recommendation as announced on 28 July 2020
and will not pay any cash distributions on the Rabobank Certificates
during the full year of 2020
• The updated recommendation itself does not preclude Rabobank
from making a distribution in the form of Rabobank Certificates.
Rabobank will carefully and in its full discretion assess such form of
distributions
• We want to emphasize that we remain committed to our
longstanding relationship with both retail and institutional investors

* Subject to application in full of article 104a CRD V
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Distributions trending down over the last few years
Decline in H1 2020 impacted by ECB’s recommendation

Distributions from net profit (€ mn)
1,211
1,107

1,050
862

622
584

517
482

589

523

533
380

121

H1

H2
2016

2017

2018

2019

2020

Development and forecast
•

Distributions have decreased significantly over the last few years due to the redemption of Capital Securities. Over the years, Rabobank partly
replaced its AT1 capital with more cost efficient CRR2/CRD V compliant instruments
• As of June 2020 Rabobank had one grandfathered instrument outstanding: GBP 250mln 6.91% Capital Securities
• Following the ECB recommendation, Rabobank announced it will not make cash distributions on the Rabobank Certificates during the full year
2020. For H1 2020, this would equate to € 242mn based on the intended distribution according to our distribution policy
• If distributions would have been made on the Rabobank Certificates in H1 2020 in line with our distribution policy, total distributions in H1 2020
would still be € 119mn lower than the amount paid in H1 2019
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Strong capital position provides significant buffer for
(Non) Preferred Senior holders
Total capital development (transitional)
25.0%

26.2%

26.6%

7.4%

7.1%

3.0%

3.5%

2.5%

1.8%

15.8%

16.0%

16.3%

16.6%

7.4%

25.2%
6.4%

24.3%
5.9%

3.6%

14.0%

T2
AT1
CET1

Dec 2016

Dec 2017

Dec 2018

Dec 2019

Jun 2020

Main developments
•

Build-up of NPS stack gradually diminishes the role of Tier 2 as key instrument to meet MREL requirements
Total capital ratio of 24.3% will be trending downwards in the coming years. Rabobank intends to maintain a best-in-class Tier 2 layer and Total
Capital ratio protecting NPS and Preferred Senior holders
• Application in full of article 104a CRD V offers an opportunity to further optimize the capital structure and increases Rabobank’s AT1 needs from
1.5% to 1.83%, which is covered by the existing ~2% target
• Rabobank issued € 1bn of Additional Tier 1 in July 2020, pro forma adding 49bps to Tier 1 capital ratio*
•

* Calculation based on HY 2020 RWA figures
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Rabobank strongly positioned for MREL requirement
MREL calibration (% of RWA)

4.05%

28.58%

29.8%

9.26%
15.25%

PS
NPS
Other MREL eligible
instruments

LAA

RCA

CBR including
adjustments

Total MREL
requirement

MREL buffer **

Own Funds and
MREL eligible
instruments *

Main developments
•
•
•
•

•

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 as at 2017
Rabobank intends to meet its MREL requirement with a combination of Own Funds, subordinated instruments and NPS only*
With an MREL buffer** of 29.8% RWA, any additional MREL issuance is very manageable
Future MREL requirement expected to reflect i) updated SRB policy based on the revised banking package, ii) impact of the recently announced
measures by DNB, including a decrease of the Systemic Risk Buffer to 2% (from 3%), and iii) statement by the SRB that it will use its discretion
and flexibility to adjust MREL targets in line with capital requirements
Considering the above, Rabobank expects its MREL requirement to decrease by ~2% in the short term and by ~0.80% in the long term

* Under BRRD2 PS is MREL eligible under certain conditions; we continue to monitor regulatory and market developments
** MREL buffer: Own Funds including amortized Tier 2 with a maturity > 1 year and NPS with a maturity > 1 year
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Funding strategy: optimization and diversification
Overview annual issuances per product type (€ bn)

Currency diversification

17.0
6%
12.8

12.2

5%

8%
12.1
10.1
Senior
Covered
Green

2016

2017

2018

2019

EUR
56%
25%

USD
GBP

NPS

AUD

TLTRO

Other

H1 2020

Funding strategy: global market approach
•

Diversified wholesale funding mix achieved by tapping different markets, maturities, currencies and products. Focus on funding diversification
remains, subject to economical considerations
• Rabobank’s 2020 long-term funding target is € 12 - 15bn:
• including € 3 - 5bn NPS on average for the coming years (subject to balance sheet developments)
• TLTRO III participation expected to contribute € 6bn to this target
• in addition, strong growth in deposits from customers likely to result in modest issuance activity for remainder of year
• continued commitment towards strategic and liquid benchmark curves
• Given attractive economics, Rabobank participated in TLTRO III for € 20bn. Net increase in drawings under ECB’s open market operations was
€ 16bn in H1 2020 with the repayment of TLTRO II (€ 4bn)
• Rabobank updated its Green Bond Framework
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Conservative approach to liquidity management is paying off
HQLA composition (€ bn)

17%

Maturity profile short term debt* (€ bn)
15

1%
3%

10

€ 101bn

Cash and CB reserves

5

Other level 1
80%

Level 2a

-

Level 2b

Liquidity strategy
•

LCR (160%) and NSFR (124%) well above 100% requirement
Rabobank manages Group’s liquidity positions according to internally
defined risk framework and external regulatory requirements
• Liquidity buffer strategy aims at high quality assets, with level 1 assets
making up 97% of HQLA
• Strong liquidity buffer of € 134bn (Dec 2019: €112bn) consisting of:
• € 101bn HQLA (Dec 2019: € 77bn)
• more than € 30bn of unencumbered, ECB eligible retained RMBS /
covered bonds are available as contingent liquidity buffer, with
additional eligible mortgage loans accessible to increase this
amount
•

•

Rabobank aims to have an optimal blend of different funding
sources for effective management of its liquidity position
• Rabobank maintains a smooth funding maturity profile to avoid
refinancing concentrations
• With solid track-record of issuance across different currencies,
products and locations, Rabobank continues to work on its
funding products diversification

* Maturity profile based on CDCP and ABCP.
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Appendix I - Strategy

Growing our business in core activities
DRB (lending portfolio, € bn)
290

285

285

280

DLL (leasing portfolio, € bn)*
275

271

271

85

83

89

87

85

83

83

205

202

196

193

190

188

188

26

28

30

31

34

36

35

Other lending
Mortgages

2014 2015 2016 2017 2018 2019

Wholesale (lending portfolio, € bn)
71

77

H1
2020

69
33

31

33

40

41

31

34

30

33

36

34

38

37

35

65

2014 2015 2016 2017 2018 2019

Rural (lending portfolio, € bn)
36

76

67

61

2014 2015 2016 2017 2018 2019

H1
2020

25

27

28

27

H1
2020
35

29
31

NL & Non F&A

Transfer RNA F&A
portfolio to RAF

F&A

2014 2015 2016 2017 2018 2019

H1
2020

Main developments
• DRB portfolio stabilized as strong new mortgage production (in line with our appetite for new origination for all our labels) was offset by the high
level of early repayments
• Corrected for FX effects both the W&R and DLL’s financial and operational lease portfolio saw further growth in H1 2020
• Further growth opportunities for DLL in offering ‘pay-per-use’ financial solutions
• Rabobank's strong focus on Banking for Food is visible in the development of our F&A portfolio (which corrected for FX effects further increased)
and with a growing global food value chain there are several business opportunities for future growth
* Includes both financial and operational lease
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Our customer satisfaction and reputation remain strong
Net Promotor Score (domestic market)

Reputation (RepTrak® Pulse)
75

Private banking customers
Private customers

72

Corporate customers

70
56
55
50

65

60

Dec 17

Dec 18

Dec 19

H1 2020

55

Dec 2017

Dec 2018

Dec 2019 H1 2020

Excellent customer focus
•
•

In H1 2020 Rabobank held the strongest reputation among large Dutch banks (RepTrak)
Rabobank’s customer satisfaction (NPS) remains at a high level
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Downward trend in headcount continued
FTE development Rabobank Group*
-2,950
46,750

+572

-550

-552
43,822

43,800

43,270

43,250

Dec 16

Dec 17

Dec 18

Dec 19

Jun 20

Main developments
•
•
•
•
•
•

In H1 2020 we continued to reduce the headcount in our core business at DRB, i.e. by 299 FTE
Divestment of our Retail activities contributed to the decline in headcount, i.e. by 499 FTE
Number of staff working on further digitalization and IT projects remains high
Extra (temporary) staff was hired for our regulatory agenda and for business growth in Rural and Leasing
The ‘We Improve Now’ program will continue to improve efficiency resulting in further cost savings
At the same time growth initiatives and potentially more resources to assist clients in financial difficulties could impact the decrease in FTE
reduction

* Including outsourced IT activities
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Our Digital Transformation is driven by three ambitions

1

2

3

Agile organization and
technology

Data-driven
digital banking

Innovation in and
beyond banking
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Agile organization and technology
We implement a new Way of Working and focus on Future Technology

Phased implementation of full Agile model

•

More than 4,000 people in the Netherlands currently working in a
scaled Agile model
• Launch of Agile Way of Working in international franchise is in full
preparation

Investor Relations

Modernizing and rationalizing IT landscape

•

We are modernizing the platform for App and web, cloud native,
flexible and ready for Open Banking
• Cloud migration progressing well, 30% of all applications already
running in the cloud (target 80%)
• New global core banking platform for lending and for Markets and
Treasury is being implemented
• Implementing a cloud native Enterprise Data Lake to make sure that
data becomes centrally available

43

Data-driven digital banking
A fundamental acceleration of change in customer behavior and interaction

97%
of new mortgages
processed
virtually
•

Number of mobile payments shows a strong upward trend
Use of the App feature ‘payment request’ that allows clients to send
a payment request to others, increased significantly for business
clients at the start of the COVID-19 crisis
• Peak in lending applications through our online channel
• A number of customer service journeys, a.o. (un)blocking debit
cards, show a positive trend of digital adoption
• Channel distribution changed: less clients visiting our offices
resulting in a call volume increase of 24% for private customers
•

+ 55%
Mobile payments

+ 24%
Call volume
private customers
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Data-driven digital banking
Further improvement of our App and expansion of Open Banking capabilities

•
•
•
•
•
•

We have integrated current accounts of other (major) Dutch banks
into the Rabo App
RaboStore, platform for relevant Rabobank and third party services,
went live
Personalized service offerings integrated into the banking App
We have rolled-out “financial & spending insights” for all clients
Introduction of QR code for online ‘iDeal’ payments
Working on digital membership, enabling clients to become a
member through the App and actively participate in member actions

BANK XYZ
AXYZ
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Data-driven digital banking
We successfully leverage Data & Analytics capabilities to better serve our clients

•
•
•
•

•

Instant loan approval process for consumer loans and
mortgages, based on AI driven technology
AI powered decision making App for farmers in the US to
improve their grain marketing & sales activities
Introduction of personalized, AI powered, multi channel
marketing
Implementation of AI driven technology to support the
onboarding and due diligence of new customers
Use of AI in transaction monitoring has increased and will
continue to increase in the future
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Innovation in and beyond banking
We invest in innovation to better serve clients, especially during extraordinary times

•

•
•
•
•
•

Investor Relations

AI powered loan origination system Fundr also used to process loan
applications based on the new governmental guarantee scheme
(BMKB-C)
Fundr now available as ‘plug-in API’ for SME lending on platforms of
other banks
Rabobank participated in uNLock consortium, an app which uses
blockchain technology to offer reliable proof of Corona tests
Recent spin-out of SurePay IBAN name check
SurePay launched in the UK and a key tool used by UK banks to
verify that COVID-19 loans are distributed to the right beneficiaries
Rabo Frontier Ventures is extending its portfolio of investments:
• direct investments H1 2020: IBAN name check SurePay, online
UK mortgage broker Trussle, platform for automated accounting
and payment processes Candis
• fund investments H1 2020: US-based venture capital fund Valar,
German venture firm Holtzbrinck Ventures (HV)
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Sustainability is in our DNA
Rabobank has been a pioneer and strives to continual improvements in its sustainability efforts

• Rabobank’s first
annual
sustainability
report
• Rabobank starts
calculating CO2

1998

• Founding member
of the Equator
principles
(presently 95+
members)

1999

• Rabobank
issues first
‘Groenbank’
green bond to
retail clients

2003

2004

• Sustainability
assessment
obligatory in
credit processes
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• Rabobank offices
100% climate
neutral

2007

2014

• Founding
member green
bond principles
(presently 300+
members)
• Client photo
mandatory in
credit approval
process
• Rabobank
partner climate
bond Initiative

• Rabobank and EIB
launch unique
Impact loan fund
for Dutch SMEs

2015

2016

• Rabobank green
structurer of
several first green
issuances
• Rabobank
initiator of food,
agri and forestry
climate bond
initiative
standards
• Rabobank top 5
wind energy
financier
worldwide
(Bloomberg)
• Introduction of
Green mortgage

• Green bond of the
year award of
environmental
finance
• Oekom Prime
status
• Member board of
directors – global
reporting initiative
(GRI)
• Co-author of the
social bond
guidance
published by ICMA

2017

2018

• First green CP
issuer ever
• Green depot for
home-owners
• Rabobank, FMO
and IDH launched
the AGRI3 fund
• Co-author of the
circular economy
finance guidelines

• Sustainalytics ESG risk
rating #1
• PCAF 2019 report to
assess carbon footprint
• One of the first banks
to sign the UN
Principles for
Responsible Banking

2019

2020

• 10% CO2 reduction per FTE
compared to 2013
• € 80mn investment in AGRI3 by
Rabobank and Ministry of Foreign
Affairs
• H2 2020: Climate impact report
Dutch portfolio
• Rabobank voted most sustainable
bank in NL (Sustainable Brand
Index)
• Rabobank joins Nasdaq Sustainable
Bond Network
• Rabobank acted as Sustainability
Coordinator for international
agricultural commodity trader
• Rabobank participates in DNB
anthology on Climate RiskCO2
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Sustainability integrated in credit approval process
Client engagement process

Main developments

1. Sustainability
Policy compliance
check

5. Follow-up: Action
plan

4. Client
engagement

Investor Relations

2. Sustainability
analysis

3. Preliminary
sustainability
category

•

Active client engagement aimed at improving their sustainability
performance and to engage with clients on relevant climate change
actions and support them with knowledge, a network and (financial)
services

•

Assessment of sustainability performance of potential and current
business clients integrated in credit approval and monitoring
processes

•

Sustainability performance of clients with an exposure > € 1mn is
measured in a Client Photo

•

27% of Wholesale clients and 11% of Local Rabobank clients
received highest rating

•

Target for 2020 is a client photo for 100% of our Wholesale and
Dutch clients

•

We are in the process of improving our rating methodology for
Dutch rural and for most of our Dutch SME clients the new
improved methodology is implemented
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Our sustainability efforts in numbers
Sustainability performance of our clients

Sustainability rating Wholesale
clients
5%

Sustainability rating Dutch SME
clients
9%

1%

Energy label mortgage portfolio
(Dec 2019)

11%
24%

27%

A

67%

61%

A

C

B

B label

C

Other

D+

80%

Sustainable products & services
Sustainable financing amounted to € 49bn in H1 2020, of which €30bn in
sustainable mortgages
• Other sustainable products & services (2019):
• assets under management € 6.4bn
• sustainable funding € 5.3bn
• sustainable transactions for clients € 6.7bn
• Sustainable asset management (to become) the new standard:
• as of June 2020 the ‘Basic’ asset management service fully consists of sustainable
funds
• in the second half of this year both ‘Active’ and ‘Exclusive’ asset management
services will follow

A label

Sustainability scores

•

Investor Relations

15%

B

ESG risk rating

1
1

st

#

out of 374
diversified banks

most sustainable bank
in the Netherlands
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Our contribution to the UN SDG’s
• € 108bn lending in the Food &
Agri sector
• Actively partnering with local
cooperative banks in developing
countries

• Rabobank frontrunner in
financing sustainable energy
generation
• € 4.2bn (H1 2020) of investments
in project finance for sustainable
energy generation

• Several products & services to
• Co-author of the circular
stimulate sustainable housing
economy finance guidelines
• Rabobank is main financier of the • GreenHome tool for customer
insights in sustainability
Dutch economy
measures to improve homes
• 300 clients assisted through our
• Launch BPD housing fund to
Circular Business Desk
develop 15,000 sustainable
private sector rental houses

Growing a better world together

• € 48bn in sustainable finance in
H1 2020; € 9.8bn of this to
businesses with a meaningful
sustainability label
• Several sustainability-linked
products and services through
subsidiaries
• Actively involved in Food waste
reduction initiatives
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• Contribution and commitment to
the Dutch Climate Agreement
• Committed to mandatory
reporting on climate impact of
our portfolio
• Clients’ sustainability
performance integrated in credit
approval process

• Deltaplan Biodiversity
• AGRI3 € 1bn fund together with
conservation
partners to boost sustainable land
• WWF Rabo partnership for
use
international projects around
• Actively involved in developing
sustainable food production
the Dutch Biodiversity Monitor
• Member/co-chair of the Climate
for arable farming
Smart Agriculture Working Group
of the WBCSD
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Climate change creates opportunities and risks
Climate change is a bitter reality

•

•
•
•

•

Global CO2 emissions have to be halved in
2030 versus 1990 levels (despite the growth
of the global economy) to meet climate
goals
World population is growing, with
increasing need for food
Climate footprint of agricultural sector has
to be reduced at the same time
Rabobank is committed to the Paris
Climate Agreement and signed the Dutch
Climate Statement
We actively contribute to the public debate
on climate change and to developing
guidelines and new regulations
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Leading bank in climate smart
agriculture and energy transition

•

Rabobank well positioned to deliver a
relevant contribution to climate change
adaption and mitigation
• We will offer our knowledge, network and
financial services to help clients reducing
their CO2 footprint
• We will focus on transitions in the F&A
sector, built environment and energy
intensive sectors
• F&A sector, which is a significant
contributor to climate change, has the
potential to play a major role in the
solution
• Climate impact report Dutch portfolio in
H2 2020, which will disclose:
• emissions of the largest Dutch portfolios
(mortgages and corporate loans)
• ambitions for material portfolios (e.g.
mortgages and F&A)

Climate Program

•

Rabobank’s efforts to combat climate
change:
• active client engagement via
propositions to help clients with relevant
climate change topics
• publication on internal assessments on
climate risk done in an anthology
• be compliant with climate regulations
• Rabobank mitigates climate change risk by:
• analyzing CO2 footprint of our loan
portfolio
• embedding climate risks in our credit &
risk management framework (e.g. by
stress testing)
• qualitative analysis (heat mapping):
identifying transition and physical risks
in our loan portfolio is in its final stage,
which will provide guidance for further
deep-dives
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Appendix II – P&L

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

A+

F1

Negative

AA

R-1(high)

Stable

AA

R-1(high)

Negative

Ratings and Outlook as at 6 October 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
• On 26 May 2020 DBRS announced that they changed the Trend on Rabobank to Negative from Stable. The long and short-term ratings were
affirmed. The change of the trend reflects the view of DBRS that the scale of economic and market disruption resulting from COVID-19 is
negatively affecting the operating environment of Rabobank, resulting in lower revenues and higher provisions
• On 1 April 2020 Fitch placed Rabobank’s rating on Watch Negative. This was part of a review of Western European bank ratings, triggered by a
sharp downward revision of Fitch’s global GDP growth forecasts. On 15 September 2020 Fitch downgraded Rabobank’s Long-Term Issuer
Default Rating (IDR) to A+ with a Negative Outlook. This was a technical downgrade, and not fundamental with the Viability Rating (i.e. anchor
rating) unchanged, reflecting Fitch's view that Rabobank's buffer of qualifying junior debt (consisting of additional Tier 1 and Tier 2 debt) will no
longer sustainably exceed 10% of its RWA, which is required under Fitch's criteria to notch up a bank's Long-Term IDR. Rabobank’s senior
preferred debt rating was affirmed at AA-.
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Profit & Loss account
Profit & Loss account
In € mn

H1 2019

H1 2020

Change

4,214

4,100

-3%

Net fee & commission income

923

845

-8%

Other results

549

267

-51%

Total income

5,686

5,212

-8%

Operating expenses

3,369

3,101

-8%

Regulatory levies

268

302

13%

Impairment charges

440

1,442

228%

1,609

367

-77%

397

140

-65%

1,212

227

-81%

Net interest income

Operating profit before tax
Tax
Net profit
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Resilient net interest income
Net interest income (€ mn) and net interest margin (% of average balance sheet total)

1.33%

4,454

1.39%

1.41%

1.41%

1.40%

1.39%

1.36%

4,389

4,274

4,285

4,214

4,259

4,100

Net interest income
NIM 12m-rolling average

H1 2017

H2 2017

H1 2018

H2 2018

H1 2019

H2 2019

H1 2020

Main developments
•

Persistent low interest rate environment and sale of RNA in 2019 impacted net interest income (NII)
DRB: NII down by 11%, driven by pressure on margins. Margins on mortgages held up well, which was offset by lower margins on savings and
current accounts due to the low interest rate environment
• W&R: NII down by 6%; the sale of RNA was partly offset by increased average commercial margins and (on average) higher lending volumes
• Leasing: NII up by 5%, mainly as a result of a slight improvement of margins and (on average) higher volumes
•

Investor Relations

56

Underlying profit before tax by business segment (I)
Domestic Retail Banking (DRB) (€ mn)

Wholesale & Rural (W&R) (€ mn)
+4%

-17%
1,365
33

1,386
21

1,332

1,365

H1 2019
Impairment charges

616
595

1,155
684
12

471

672

684

261

334

314

261

698
70
-152

-53

H1 2020

-82

H1 2019
Impariment charges

Underlying gross performance

Exceptional items

Exceptional items

Operating profit before tax

Operating profit before tax

Main developments W&R

•

•

•
•
•
•
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H1 2020

Underlying gross performance

Main developments DRB
Total underlying income decreased by 10%, largely driven by lower
NII due to lower lending volumes and pressure on margins
• Underlying operating expenses down by 7%; decrease was tempered
by additional compliance and digitalization costs
• Impairment charges increased significantly as a result of the COVID19 pandemic
• Loan portfolio stabilized; new mortgage production was offset by
continued early repayments

-82

Underlying total income and operating expenses decreased by 5%
and 13% respectively
Underlying NII was up by 7%, driven by on average higher
commercial margins and higher lending volumes
Underlying other results affected by revaluations at our Corporate
Investment division
Loan impairment charges more than doubled due to the COVID-19
pandemic
In local currency the loan portfolio increased slightly
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Underlying profit before tax by business segment (II)
Leasing (€ mn)

Property Development (€ mn)
+4%

-33%

253
0

60
1

351

339

61
1

86
272
253

41

41

41

60

59
253

41
0

79
3
79

76
H1 2019
Impairment charges

H1 2020

H1 2019
Impairment charges

Underlying gross performance

Exceptional items

Exceptional items

Operating profit before tax

Operating profit before tax

H1 2020
Underlying gross performance

Main developments Leasing

Main developments Property Development

•

•

Underlying income up by 4%, driven by improved commercial
margins
• Underlying operating expenses up by 4%, partly due to an increase in
staff
• Loan impairment charges surged, reflecting the impact of the
COVID-19 pandemic
• In local currency the total financial lease portfolio stabilized
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•

This segment almost entirely consists of BPD
Decline in profit driven by the fact that BPD’s H1 2019 results were
boosted by income from land development and the sale of land, as
well as a release of provisions
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Appendix III –
Risk & loan portfolio

Diversified loan portfolio with focus on the Netherlands
Domestic private sector loan portfoli0
7%

International private sector loan portfolio

1%
26%

12%

45%

7%

€ 293bn

9%

€ 122bn
64%

29%

Mortgages

Other SME

Wholesale

F&A retail

Wholesale

Rural

CRE

Leasing

Leasing
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Well diversified international loan portfolio
International Wholesale loan portfolio

31%

International Rural loan portfolio

31%

35%

€ 54bn

€ 35bn

52%

1%
14%

16%

12%
9%

North America

Asia

North America

South America

Africa

South America

AU & NZ

Europe (excl. NL)

AU & NZ
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Well diversified business lending
Group F&A portfolio

Group non-F&A portfolio
Lessors of real estate

16%

11%

Animal protein

19%

Finance & insurance (except banks)

22%

Grains & oilseeds

Wholesale
15%

Dairy
12%

Fruit & vegetables

€ 108bn

3%
3%
5%

21%

4%

Farm inputs

10%

10%

6%

Beverages
11%

Manufacturing

€ 116bn

5%

Food retail & foodservice

7%

6%

Sugar

7%

8%

Other

Professional services

Activities related to real estate
Transport and warehousing
Health care
Construction
Retail non-food
Other

F&A portfolio

Non-F&A portfolio

•

•

€ 108.3bn (+1%), 26% of total Group loan portfolio, of which:
• Domestic retail SMEs: € 26.7bn
• W&R: € 70.2bn
• Leasing: € 11.4bn
• Domestic primary F&A market share around 85%

Investor Relations

€ 115.9bn (-3%), 28% of total Group loan portfolio, of which:
• Domestic retail SMEs: € 54.4bn
• W&R: € 40.4bn
• Leasing: € 21.1bn
• Mainly SME lending
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Most critical sectors
Rabobank’s identified critical sectors that are severely hit*

5%

•
Food services
(€ 4.2bn)

•

•

Leisure &
entertainment
(€ 2.1bn)

•
•

•
Non-food retail
(€ 6.3bn)

•
•
•

Transport
(€ 4.9bn)

•
•

Animal protein,
North America
(€ 4.2bn)

•
•

Recovery of the food services sector depends on lifting of social distancing measurements. If
continued, average capacity will be reduced to 40-60%
In addition, sluggish business travel/tourism recovery puts continued pressure on pubs, bars and restaurants'
ability to return to sustainable operations
Quick service restaurants are expected to return to a strong position in Q2 2021. The sector is better able to
adjust to social distancing measures and will benefit from weakening GPD growth and economic downturn
The leisure sector was one of the strongest growth sectors in the Netherlands
Due to COVID-19 the sector came to a standstill and will remain severely impacted in the coming year, due
to social distancing measures, economic recession and a relapse in international tourism

COVID-19 came on top of long term trends in declining retail landscape. Social distancing measures will lead
to less shopping traffic, a less attractive retail landscape, a move to online shopping and a decline in turnover
while costs will increase
1/3 of retail exposure relates to car dealers and fashion, which have a poor and critical outlook
Online retail sales have been impacted less and are even increasing
Lifting of lock-down and restrictions in most regions. Road transportation managed to operate in dire
conditions, while cold storage is experiencing high congestion due to the impacts on other sectors,
especially food services
Air and sea freight most impacted due to travel restrictions and low global demand. They are slowly
returning back to normal as restrictions are lifted and demand rises
Management of financial and liquidity issues will dominate the sector for the rest of 2020
The animal protein sector is faced by material revenue impacts, though the impact varies per region
In North America, COVID-19 significantly constrained production in H1 2020, especially for pork and beef,
and we do not expect markets to stabilize until 2021. This tight supply situation is beneficial for processor
margins, but difficult for producers

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

•

Wholesale Trade
(€ 17.8bn)

•

Over half of the portfolio consist of Trade and Commodity Finance exposures to Energy and Metals
traders
The remaining part of the exposure is split between wholesalers in DRB and in DLL and covers wholesalers
of retail related subsectors which have a poor outlook (e.g. automotive and fashion)

23%
•
Flowers
(€ 2.5bn)

•

•
Sugar
(€ 3.3bn)

•
•

•

Dairy
(€ 22.3bn)
•
•

Current expectations for full year 2020 are that the sector’s turnover declines with ~15%, recovering
significantly after initial lock-down impact
Specific government measures to support this sector provided some relief

Sugar portfolio quality deteriorated in recent years, mainly as result of the Brazilian economic crisis and
related to the Brazilian legal environment. Sugar has seen some consumption loss and may record a slight
(1-2%) downturn in global consumption versus last year
Brazil´s ethanol market was hit hard by the lockdown, with sales declining by 30% - 40% in April/May.
However, consumption appears to be slowly picking up
Ethanol supply is likely to be significantly reduced this year as the industry moves to maximize sugar
production this season
Recent recovery of milk prices in the US due to 1) producers’ response to cut milk deliveries, 2) refilling of
food service supply chain, and 3) large government purchases of dairy products for food banks (> USD
300mn)
AU and especially NZ farmers have been benefitting from a relatively high milk price this season, lately
improving their financial position and hence the COVID-19 impact will be manageable
Impact of COVID-19 on Dutch dairy is more limited than in other countries. Dutch milk processors benefit
from a broad sales strategy and a limited number of processors who all pay roughly the same milk price

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

•
Animal protein,
excl. North America
(€ 13.6bn)

•

23%
•

Commercial Real Estate
(€ 20bn)

•

•

•

Construction
(€ 6.1bn)

•

•

Manufacturing
(€ 12.5bn)

•

•

The COVID-19 impact on the animal protein sector differs per sub-segment (beef and seafood are hit
harder than poultry) and per client
Poultry benefits from an economic downturn due to the 'trading down' effect. Pork also expected to
be more resilient. Beef suffers from softening demand (e.g. due to market uncertainty and loss of
consumer confidence). Seafood is also vulnerable as many seafood species are consumed through food
service channels
Hospitality and retail outlets vulnerable to reduced consumption and social distancing
CRE exposure related to these subsectors is 20-25% of total CRE portfolio, of which a substantial part is
less impacted (e.g. supermarkets and hotels in prime locations). Roughly half of the Hospitality and Retail
exposure is considered high risk
Secondary effects are expected to result in decreasing real estate market values

COVID-19 exacerbated the already expected downturn for 2020 and 2021. Overall, we expect a decrease
of 5% in 2020 and 3% in 2021, also due to planning issues resulting from nitrogen/PFAS discussions and
labor force availability constraints
Utility and civil engineering are expected to be hit the hardest

Many manufacturers will be hit by the COVID-19 crisis, initially by delays in the supply chain, followed by a
decline in demand
Dutch manufacturers will also be impacted by decreasing exports. However, we expect the Dutch industry
to weather this crisis well because they had some very good years, and are known to be flexible and
innovative
Impact is very much related to the end markets. Manufacturers active in transport, retail consumer goods,
maintenance and oil and gas are hit harder than others. These sub-sectors could face liquidity problems
after summer

* Outstandings represent total outstandings per (sub-)sector
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NPL coverage ratio supported by collateralized lending
Correlation NPL collateral ratio and NPL coverage ratio*
80%
(100%)

NPL collateral ratio

(79%)
(81%)

60%

(87%)

Peers:
(81%)

40%

(74%)

20%
0%

20%

40%

French

Dutch

German

Nordic

Italian

UK

Belgium

Spanish

(x%): sum of coverage ratio and
collateral ratio

(78%)

60%

NPL coverage ratio

Main developments
•

NPL coverage ratio reflects our collateralized lending, in particular with respect to residential mortgages, F&A/Rural and Leasing
June 2020 NPL coverage ratio was 23% (Dec 2019: 20%)
• Rabobank sum of coverage ratio and collateral ratio in line with peers
• Dutch legal system strongly favors secured lenders over other creditors
• EU banks with lower NPL coverage ratios tend to have higher NPL collateral ratios
•

* Source: EBA, May 2020 (December 2019 figures)
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Consistently strong-performing domestic residential
mortgage portfolio (I)
Portfolio by type of mortgage

Portfolio by contractual fixed interest rate period

7%

4%
24%

4%

6%

18%

34%
Interest only

€ 188bn

€ 188bn

2-3 Years

Redeeming
27%

Savings
Other

6-10 Years
4-5 Years

Partial interest only

24%

>10 Years

50%

Fixed <1yr
Variable

Main developments
•
•
•
•
•
•
•

Domestic residential mortgage portfolio remained stable at € 188bn
Share of interest only continues to decline due to prevailing tax regime, tightened underwriting policy, and the approach of customers with a
high risk
Share of National Mortgage Guarantee (NHG) decreased slightly to 18.2%
Banks are in a preferential position to enforce the liquidation of collateral and have full recourse to the borrower
Number of clients offered payment holidays is very low, less than 1% of total exposure
Annualized loan impairment charges increased to 10bps, mainly due to a more pessimistic macroeconomic scenario used for Stage 1 & 2
allowances. Number of delinquencies and foreclosures remains very low
H2 2020 loan impairment charges are expected to be very low. Based on the June Baseline we anticipate 6bps of net additions to loan
impairment allowances for FY 2020
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Consistently strong-performing domestic residential
mortgage portfolio (II)

Dec 2019

Jun 2020

Change
Dec 19 – Jun 20

187,671

187,612

0%

1,609

1,480

-8%

0.86%

0.79%

Allowance (Stages 1, 2 & 3)

198

275

Coverage ratio non-performing loans

8%

8%

H1 2019

H1 2020

Change
H1 2019 – H1 2020

-12

95

107

-1bps

10bps

11bps

in € mn
Loans
Non-performing loans
–

in % of loans

Net additions
In basis points (annualized)
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Loan-to-value mortgage portfolio further improved to 59%
LTV domestic residential mortgage portfolio
Total
Dec 2019

NHG Guaranteed
Jun 2020

Other
Jun 2020

Total
Jun 2020

0% < 50%

34.5%

4.0%

32.2%

36.1%

50% < 60%

14.4%

2.8%

12.1%

14.9%

60% < 70%

15.8%

3.8%

12.6%

16.3%

70% < 80%

14.8%

3.7%

10.6%

14.3%

80% < 90%

11.1%

2.3%

7.6%

9.9%

90% < 100%

5.6%

1.3%

3.9%

5.2%

100% < 110%

1.8%

0.2%

1.2%

1.4%

110% < 120%

0.6%

0.0%

0.5%

0.5%

>120%

1.4%

0.1%

1.1%

1.2%

100%

18.2%

81.8%

100%

Loan-to-value
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Commercial real estate lending: lower exposure, improving
asset quality
Development CRE lending (€ bn)

Breakdown CRE loan portfolio

28
24

23

7%

21

20

20

5%
26%

5%

Offices & mixed use
Residential

13%

Retail outlets

€ 20bn

Industrial
Land
16%

28%

Hospitality
Other collateral

Dec 15

Dec 16

Dec 17

Dec 18

Dec 19

Jun 20

Main developments
•

Rabobank’s commercial real estate financing strategy is solely focussed on the domestic market
Highest risks for retail outlets and hospitality; exposure in these sectors strongly reduced since 2015 (target portfolio strategy)
• Part of retail outlets covered by strong tenants in retail food sector (supermarkets)
• Total volume of CRE portfolio is at targeted levels; we continue to proactively increase the share of residential properties in our loan book
•
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Appendix IV –
Capital & Funding

Strong capital buffer over lowered SREP requirement
SREP requirement (%)
16.6%
>14%
CCyB

11.81%

SRB

3.0%

0.06%

9.99%
2.0%

0.01%

CCB

2.5%

P2R

1.75%

2.5%
0.98%

P1

4.5%

4.5%

Fully phased in
requirement 2020

Updated requirement 2020

CET1 ratio Jun 2020

Ambition 2022

CET1 requirement
•

As a result of the regulatory measures announced in response to COVID-19, Rabobank has to meet a lowered fully loaded CET1 requirement and
MDA trigger of 10.0% as of April 2020
• The undisclosed Pillar 2 Guidance is not directly binding and not relevant for the MDA trigger

Targets
•

Rabobank maintains its CET1 ratio ambition of >14%, subject to future regulatory requirements and market developments
Current CET1 ratio of 16.6% implies a substantial buffer of 6.6%-pnt (€ 13.6bn) over 2020 minimum CET1 requirement
• Rabobank’s Distributable Items amounted to € 28.2bn at Jun 2020
•
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CRR2/CRD V qualifying capital and MREL buffer

€ bn

Dec 2019

Jun 2020

Common Equity Tier 1 capital

33.6

34.2

Tier 1 capital

38.8

37.9

Total capital

52.0

49.9

Risk-weighted assets

205.8

205.6

Common Equity Tier 1-ratio

16.3%

16.6%

Tier 1-ratio

18.8%

18.4%

Total capital ratio

25.2%

24.3%

MREL buffer

29.3%

29.8%

Equity Capital ratio

17.7%

17.7%

Leverage ratio (transitional)

6.3%

6.0%

Leverage ratio (fully loaded)

6.3%

5.9%
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CET1 capital: Rabobank Certificates
Breakdown CET1 capital
€ mn
Retained earnings
Expected distributions on AT1 instruments and Rabobank Certificates
Rabobank Certificates
Reserves
Deductions
Transitional Guidance
CET1 Capital

Rabobank Certificates

Distributions

•

•

Rabobank Certificates are the most deeply subordinated capital of
Rabobank and qualify as CET1 capital
• The total outstanding number of Rabobank Certificates is
297.9mn, representing € 7.4bn of CET1 capital
• Rabobank Certificates are listed on Euronext Amsterdam
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Dec 2019

Jun 2020

28,910

28,988

-3

-2

7,449

7,449

-753

-930

-2,007

-1,394

0

76

33,596

34,187

Distributions on Rabobank Certificates are fully discretionary
As per the distribution policy, Rabobank intends to pay a quarterly
distribution which is the higher of:
• € 0.40625 (6.5% on an annual basis)
• the 3-month average on an annual basis of the effective return on
the most recent 10 year Dutch state loan +150bps calculated
based on a nominal value of € 25.00 divided by 4
• Following the ECB recommendation Rabobank announced it will not
make cash distributions on the Rabobank Certificates for the full year
2020
•
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Overview of Additional Tier 1 instruments
Additional Tier 1 Capital
Nominal

Coupon

Issue date

1st call date

CRR2/CRD V Compliant AT1

Nominal

Coupon

Issue date

1st call date

GBP 250mn

6.91%

Jun 2008

Jun 2038

Grandfathered AT1

Capital Securities

€ 1.25bn

6.63%

April 2016

Jun 2021

Capital Securities

€ 1bn

4.625%

Sep 2018

Dec 2025

Capital Securities

€ 1.25bn

3.250%

Sep 2019

Dec 2026

Capital Securities

€ 1bn*

4.375%

Jul 2020

Dec 2027

Capital Securities

CRR2 / CRD V compliant instruments

Grandfathered instruments

•

•

As of 30 June 2020 € 3.5bn of CRR2/CRD V compliant instruments
outstanding
• During H1 2020 Rabobank redeemed its € 1.5bn 5.5% Capital
Securities and issued € 1bn 4.375% Capital Securities in July 2020
• The temporary write down capital securities have a dual trigger of 7%
CET1 ratio on Rabobank Group level and 5.125% CET1 ratio on Issuer
level**

As of 30 June 2020, the grandfathered instrument (~€ 0.3bn)
qualified as Additional Tier 1 capital

* Issued in July 2020, so is excluded from reported H1 2020 figures
** June 2020: actual CET1 ratio on Issuer level = 16.6%
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Tier 2 instruments totaling € 15.7bn
Tier 2 instruments
Tier 2 issues

Coupon

Issue date

Maturity

€ 1bn

3.75%

Nov 2010

€ 1bn

4.13%

£ 500mn

Call date

Tier 2 issues

Coupon

Issue date

Maturity

Call date

Nov 2020

€ 2bn

2.50%

May 2014

May 2026

May 2021

Sep 2012

Sep 2022

£ 1bn

4.63%

May 2014

May 2029

5.25%

Sep 2012

Sep 2027

¥ 50.8bn

1.43%

Dec 2014

Dec 2024

$ 1.5bn

3.95%

Nov 2012

Nov 2022

$ 1.5bn

4.38%

Aug 2015

Aug 2025

€ 1bn

3.88%

Jul 2013

Jul 2023

$ 1.25bn

5.25%

Aug 2015

Aug 2045

$ 1.75bn

4.63%

Nov 2013

Dec 2023

$ 1.5bn

3.75%

July 2016

Jul 2026

$ 1.25bn

5.75%

Nov 2013

Dec 2043

$ 500mn

4.00%

Apr 2017

Apr 2029

Apr 2024

Tier 2
•

All Tier 2 instruments are CRR2/CRD V compliant
Qualifying Tier 2 represents 5.9%-pnt of the Total capital ratio
• € 3,542mn of Tier 2 is amortized. € 2,182mn of this amortized Tier 2 has a remaining maturity of >1 yr and therefore fully qualifies for MREL
• Total capital ratio of 24.3% as of 30 June 2020 and will be trending downwards in the coming years given increased focus on NPS
•
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Obvion: Portfolio size & funding strategy
Overview annual issuances per product type (€ bn)
5.8

5.6

4.2

2.6

Purple STORM
FORDless

1.0

STRONG
Green STORM
STORM

2016

2017

2018

2019

H1 2020

Obvion: portfolio & funding
•

•
•
•
•
•

Obvion has been an established originator and servicer of residential mortgage loans in the Netherlands since 1980
Rabobank fully owns Obvion since 2012
Primary focus of Obvion is on existing home owners, standardized mortgages and digitalization
Total mortgage production in H1 2020 was € 2.2bn (FY 2019: € 3.8bn)
As of 30 June 2020 the total mortgage portfolio originated under the name of Obvion was € 30.5bn
Obvion strives to diversify its funding mix using both external RMBS funding and intra-group funding
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Funding strategy DLL: diversification through securitization
Overview annual issuance (€ bn)

Currency diversification
2.2
16%

1.6

0.4
84%
ABS

2017

2018

USD
GBP

2019

Funding strategy
•

DLL’s securitization initiative has been developing and growing to further diversify Rabobank group funding:
• diversifying US Dollar funding sources, to reduce currency basis swap risks
• diversifying funding sources, by attracting a different class of investors
• creating alternative funding sources to increase funding options
• ABS is seen as an effective form of alternative funding in an established market
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Appendix V – Other

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

•
•
•

•

Global economy currently expected to contract by 4.1% in 2020
Countries that are expected to face the largest contraction are Spain
(-13.3%), Italy (-11.5%) and France (-10.1%). This is due to a
combination of long and strict lockdowns and dependence on
tourism, recreation and hospitality in these countries
Relatively limited recovery expected in 2021, as many countries will
be dealing with a ‘six-foot-economy’ for a long time
Meanwhile, tensions are flaring up between the US and China,
partially due to China’s grip for power in Hong Kong
These tensions could lead to a breakdown of the trade deal
between the US and China, as soon as this year
Downside risks continue to dominate the outlook, some of which
are:
• a second wave of coronavirus infections, which could happen as
lockdowns are eased globally. Emerging markets potentially run
the greater risk of this type of outbreak
• the current economic crisis could turn into a financial crisis if
bankruptcies rise sharply, although we stress that this is not our
base case
• future economic growth could be hurt by a possible increase of
unprofitable and inefficient companies (zombie companies) due
to government and central bank interventions

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

Forecast
2020

Forecast
2021

World

3.0

-4.1

4.3

US

2.3

-5.7

0.7

Eurozone

1.3

-9.1

6.1

– Germany

0.6

-7.0

5.0

– France

1.3

-10.1

7.4

– Italy

0.3

-11.5

7.0

– Spain

2.0

-13.3

8.4

UK

1.4

-10.9

5.0

China

6.1

1.2

4.7

Japan

0.7

-4.8

2.9

Brazil

1.1

-7.3

4.5

India

5.3

-3.8

8.7

Australia

1.8

-6.8

4.5

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

Forecast
2020

Forecast
2021

Actual
2019

Forecast
2020

Forecast
2021

Gross Domestic Product

1.7

-5.7

2.9

Exports

2.7

-7.2

5.5

Private consumption

1.5

-6.8

3.9

Imports

3.2

-5.8

6.3

Government consumption

1.6

2.0

2.2

Inflation

2.7

0.7

1.3

Business investment

6.9

-7.0

3.7

Unemployment (% labor force)

3.4

5.0

6.3

Macroeconomic outlook*
•
•

•

•
•
•

Due to the corona measures, consumption in the Netherlands has taken a hit. Production and corporate profitability are also strongly impacted,
which has already led to a decline in employment
Meanwhile, with many countries around the globe suffering from the health crisis, international trade is declining
RaboResearch therefore expects a contraction of Dutch GDP of 5.7% in 2020. This is a smaller setback than in other Eurozone countries. This
has to do with less stringent corona measures, the relatively small economic share of tourism, and a more developed working-from-homeculture
Economic growth is expected to total 2.9% in 2021, signaling that it will take several years for the Dutch economy to recover from the COVID19 pandemic
The government, ECB, banks and other parties have announced support measures. These should help companies survive 2020 and therefore
should help curtail unemployment
Additionally, the Netherlands’ strong social security system and strong government finances leave it relatively well positioned to deal with
the economic and financial impact of this crisis

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

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

•

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

•

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

•

•

In many sectors, the recovery with effect from the third quarter of
2020 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

Sector forecasts (y-o-y change in %)**
Actual
2019

Forecast Forecast
2020
2021

Agriculture, forestry and fishing

0.8

-4

2

Construction

4.8

-5

-3

Education

-0.3

-2

0

Health and social work activities

2.6

-3

5

Hospitality

1.5

-41

32

Information and communication

3.5

-9

4

Manufacturing

0.8

-10

5

Other business services

1.6

-13

7

Specialized business services

3.7

-5

3

Transportation and storage

0.8

-5

2

Wholesale and retail trade

3.0

-7

7

* More information / latest research reports are available on https://economics.rabobank.com
** June Baseline scenario RaboResearch (as of 9 June 2020). Updated baseline scenario expected in September 2020
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COVID-19 crisis also expected to impact Dutch house prices
Dutch house price index
(2015 = 100, June 2020)

Sales of existing owner-occupied homes
(x 1,000, June 2020)
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Housing market outlook
•

Sales remained stable in 2019 with almost 219,000 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 is expected to push unemployment
up substantially, limiting demand for owner-occupied homes
RaboResearch therefore expects sales to drop to ~195,000 in 2020
from 219,000 in 2019
Due to large price hikes in the first half of 2020, the Dutch house
price index is expected to average out 5.6% higher y/y in 2020
For 2021 RaboResearch expects the Dutch house price index to
decline by 2.9% y/y
It also expects the number of transactions is to drop further in 2021,
to ~180,000 owner-occupied homes

More information / latest research reports are available on https://economics.rabobank.com
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Manageable impact of Brexit
We are well prepared

•

Rabobank continues to monitor the
(potential) impact of Brexit and has
prepared contingency plans
• Rabobank received ECB approval for its
Third Country Branch Licence in the UK
• Rabobank received confirmation from the
PRA that in the case of a No Deal Brexit,
Rabobank falls into the TPR (Temporary
Permission Regime), ensuring business at
our London Branch can continue
• Active engagement with home and host
supervisors on Brexit preparedness
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Limited impact on our asset quality

•

We do not expect a significant adverse
impact on our loan portfolio overall, as
Rabobank’s exposure to the UK is
relatively limited:
• direct exposure to clients in the UK midJune 2020 was ~€ 10bn (excluding
sovereign exposure)
• we monitor and engage with these
clients on a regular basis

Potential impact on Dutch economy

•

The UK is an important trade partner of
the Netherlands. In value added terms, ~8%
of Dutch exports went to the UK, and they
contributed ~3% to Dutch GDP
• ~7% of total Dutch imports are originally
from the UK and they contributed ~2% to
Dutch GDP
• The transition period will end on 31
December 2020 and COVID-19 could leave
some firms ill-prepared for Brexit. Trade
between the Netherlands and the UK won't
be without frictions, even when negotiators
reach a deal on a free trade agreement. This
will negatively affect trade flows
• Some of the risks of a hard Brexit for the
Netherlands have been mitigated by
domestic and EU legislative measures
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Growing a Better World Together – Banking for Food
Leading partner for our customers in Key F&A Transitions

Growing a better world together
Banking for the Netherlands
Food demand increase
towards 2050

Banking for Food
Food related GHG emissions
decrease needed towards 2050

50%

65%

65%

Earth

Waste

Nutrition

Stability

Increase food availability

Improve access to food

Stimulate balanced nutrition

Enhance stability

Rabo Enablers

Customer Key F&A Transitions
Create a low GHG emissions economy

Solutions

Networks
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Knowledge

Innovation

+

Improve and preserve land and water
Reduce food waste and loss

=

Creating value
for clients,
society and bank

Increase digitalization (e.g. data)
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Rabobank’s F&A portfolio is well diversified
…by sub segments
12%

…by geography

…by links in food chain
Consumers

16%

3%

5% 3%
19%

11%
10%

North
America
24%

Nether
lands
30%

21%

Animal Protein

Food retail & foodservice

Grains & oilseeds

Beverages

Dairy

Sugar

Fruit & vegetables

Other

South
America
10%

Rest of
Europe
13%

Farm
inputs

Food retail &
Distributors
Asia
4%

Australia/
New
Zealand
19%

Farmers

Food
processors

Traders

Farm inputs

Rabobank comfortable with banking F&A
•

F&A is volatile by nature due to e.g. animal and crop diseases, commodity price volatility, weather conditions and geo-political tensions. Current
results of business sub-segment analyses and research indicate that F&A sectors are less vulnerable than non-F&A sectors to general economic
developments and this crisis in particular
• Rabobank mitigates risks inherent to banking F&A by:
• maintaining a well diversified client and loan portfolio
• applying proprietary F&A knowledge and sector visions, developed by our sizeable global Food & Agribusiness Research department
• further building strong footprint in major F&A markets and sectors worldwide
• being founded as an agricultural cooperative bank and as such having longstanding experience in banking F&A
• being closely involved with new developments and innovations in the F&A space, e.g. by supporting food & agri start ups
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Dutch government committed to supporting the economy
Dutch government debt provides ample room to provide support
Most important measures since the outbreak of the COVID-19 pandemic*
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
•
Expires on 1 April 2021
•
Credit guarantee scheme for small companies with limited finance needs** (KKC)
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
•
Expires on 30 June 2021
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
•
Expires on 1 April 2021
•
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
•
Both schemes expired in June 2020
•
Compensation of specific industries, which are hit the hardest by the measures taken to combat the virus (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, tax-free payment of up to € 4,000 to cover their fixed charges in the period March to May
•
This scheme was replaced by the TVL scheme on 1 June 2020 (see slide 89)
•
Temporary broadening of the credit guarantee schemes for larger corporates** (GO-C)
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
•
Expires on 30 June 2021
•
Income subsidies for flex workers, which are laid off and not entitled to unemployment benefits (TOFA)
Qualifying flex workers with a loss of income of at least 50% receive an one-off € 1,650 grant for the period March to May
•
Expired in June 2020
•
*
**

More information can be found on the website of the Government of the Netherlands: news item 17 March 2020 and Dutch government measures to help businesses
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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Dutch government delivered on its promise (I)
Major schemes extended by 9 months until 1 July 2021, though some changes were made
Most important extended and amended measures since the outbreak of the COVID-19 pandemic*
Income subsidies for independent contractors (including self-employed) for cost of living (TOZO)
1st scheme covered the months March through May 2020:
•
grant to supplement income to the social minimum (~€ 1,000 per month for singles and ~€ 1,500 per month for couples)
•
no (partner) income nor means test applied
•
nd
2 scheme (TOZO 2) covered the months June through September 2020:
•
additional eligibility criterion: a (partner) income test; i.e. entrepreneurs with a household income above the social minimum are no longer eligible for a grant
•
support can also be provided by way of a loan at a reduced interest rate (also available to entrepreneurs who do not meet the (partner) income test)
•
3rd scheme covers the months October 2020 through March 2021 (TOZO 3) as well as the months April through June 2021 (TOZO 4):
•
as from 1 April 2021 an additional eligibility criterion: a means test; i.e. entrepreneurs with ≥€ 46,520 in available cash (equivalents) are no longer eligible for
•
a grant
Temporary compensation of labor costs for companies with a decline in turnover (NOW)
1st scheme covered the months March through May 2020:
•
only available for companies with a turnover loss due to COVID-19 of ≥20%
•
compensation of up to 90% of the labor costs (depending on the extent of turnover loss)
•
fixed 30% surcharge to cover any additional staff costs (e.g. contributions to pension fund and social security schemes)
•
this is on the condition that staff will not be dismissed on economic grounds. If breached, the company will have to repay 150% of the compensation
•
received for the dismissed employee(s) (i.e. a 50% fine)
nd
2 scheme (NOW 2.0) covered the months June through September 2020:
•
the fixed surcharge for additional staff costs was increased to 40% from 30%
•
the fine for dismissing staff was abolished for companies, provided that (i) they are not firing more than 20 employees on economic grounds, or (ii) prior
•
consent by the labor union or other staff representation body has been received. If breached, the company will have to repay 100% of the compensation
received for the dismissed employee(s) plus a fine equal to 5% of the total received compensation for all staff
employers have to stimulate staff to take retraining/reskilling courses and/or get career advice to adapt to the new economic situation. The government
•
launched a subsidy scheme to support this
3rd scheme (NOW 3.0) covers the months October 202o through June 2021, broken down into three 3-month periods:
•
change in eligibility criteria in terms of increasing hurdle rate for turnover loss:
•
≥20% over the months October through December 2020
•
≥40% over the months January through March 2021
•
≥45% over the months April through June 2021
•
compensation decreases every 3-month period: from 80%, to 70% and finally to 60% of wages (all percentages based on a 100% turnover loss)
•
employers can now decrease their wage bill every 3-month period by 10%, 15% and 20% respectively (e.g. by natural turnover, dismissals or voluntary
•
reduced salaries) without impacting the level of the grant
fine on dismissal of employees on economic grounds has been removed
•
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Dutch government delivered on its promise (II)
Major schemes extended by 9 months until 1 July 2021, though some changes were made
Most important extended and amended measures since the outbreak of the COVID-19 pandemic*
Tax measures for companies and entrepreneurs with payment difficulties (not limitative)
For corporate income tax purposes companies can set off any expected losses in 2020 due to COVID-19 against 2019 profits in their 2019 tax filings
•
Affected entrepreneurs could apply for a 3-month payment holiday for all types of taxes (including taxes for which already a 3-month deferral was granted) until 1
•
October 2020
Accrued tax liabilities due to this deferment have to be repaid in 3 years’ time (rather than 1 year), starting from 1 July 2021
•
Tax rate (applicable to tax returns which are not filed in time or are inaccurate) lowered to 0.01% (from 4%) until 1 October 2020
•
Tax collection rate (applicable to late tax payments) lowered to 0.01% (from 4%) until 1 January 2021
•
No fines for late tax payments until 1 January 2021
•
Temporary compensation for fixed charges of SMES with a decline in turnover due to COVID-19 (TVL)
Replaces the TOGS scheme (see slide 87) and hence, same industries are in scope (e.g. hospitality, recreation and non-food retail). SMEs with up to 250
•
employees in specific industries can apply for a tax-free allowance to cover part of their fixed charges, on top of the NOW scheme (see previous slide)
1st scheme covered the months June through September 2020:
•
SMEs with a turnover loss of ≥30% received 50% of fixed costs, with a minimum of € 1.000 and a maximum of € 50.000 for the 4-month period
•
2nd scheme covers the months October 202o through June 2021, broken down into three 3-month periods:
•
Change in eligibility criteria in terms of increasing hurdle rate for turnover loss:
•
≥30% over the months October through December 2020
•
≥40% over the months January through March 2021
•
≥45% over the months April through June 2021
•
Compensation remains 50% of fixed costs, though with a minimum of € 1.000 and a maximum of € 90.000 for each 3-month period
•
nd
2 scheme was amended in October 2020 for Q4 2020 specifically:
•
Entrepreneurs in all industries are eligible, provided that they meet all other eligibility criteria
•
Entrepreneurs in the hospitality sector, which are mandatorily closed due to containment measures, will receive an one-off supplement of 2.75% of their
•
turnover loss on top of the regular compensation
Entrepreneurs in the events sector and their suppliers, who received a compensation under this scheme for the summer months, but do not exceed the
•
turnover threshold for Q4 2020, will receive a reimbursement for this period
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About DLL
Company
•
•
•
•
•
•
•

Global vendor finance company providing asset-based financing programs to manufacturers, distributors, dealers and resellers
Delivering sustainable solutions for the complete asset life cycle, including commercial finance, retail finance and used equipment finance
Founded by Rabobank 50 years ago, now active in more than 30 countries, over € 36bn in assets, employing c. 5,000 FTE
Focus on 9 sectors: Agriculture, Food, Healthcare, Clean Technology, Construction, Transportation, Industrial, Office Equipment and
Technology (IT)
Competitive edge: Partnership approach, Industry specialization, Global footprint, Asset knowledge and DLL’s employees
Awarded “European Vendor Finance Provider of the Year” (3rd time in the past 4 years) and #1 vendor finance company (11th straight year) by
leading industry publishers in Europe and the United Sates
Market leading NPS of 42, evidences customer loyalty and satisfaction

Strategy “Partnering for a Better World”
•
•

Grow with pay-per-use benefitting from a world increasingly focused on equipment usage over traditional ownership
DLL fits well within Rabobank’s mission ‘Growing A Better World Together’:
• enabling the transition away from the old linear ‘take, make, and waste’ model towards a more regenerative and sustainable one
• focused on usage of assets rather than ownership, increasingly financing assets on a pay-per-use basis, enabling end-users to pay for the
assets as they use them
• increasing lifespans of assets and raw materials, extracting full economic value from assets and enabling companies to contribute to a
circular economy
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Facts & figures

Over 50 years of
experience in the
leasing business

Active in more
than 30 countries

More than

Serving 9 industries

5,000
employees
Agriculture

Clean
technology

Industrial

Office
equipment

Founded in 1969
in Eindhoven,
The Netherlands

Portfolio of more than

100%
owned subsidiary of the
Rabobank Group
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€36 billion

Construction

Tech
solutions

Food

Transportation

Healthcare

+42
Market Leading
NPS

Offering sustainable
solutions for the entire
asset lifecycle, such as Pay
per use models
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