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Key Rating Drivers

» Integrated bank insurance group with large footprint it its Belgian home market and several
Eastern Europe jurisdictions

* Moderate increase in netincome in 2022 contributes to further improvement of the group'’s
already strong profitability metrics

« Although exhibiting a high stage 2 ratio, overall asset quality remains good underpinned by
a relatively low and further falling NPL ratio and ample loan loss reserves

« Declining but still satisfactory capital ratios as well as an adequate buffer above regulatory
minimum requirements

Quantitative:  Good

The rating of KBC Group N.V. is prepared on the basis of group (KBC Group N.V.) consolidated

Earnings Very Good accounts.

Assets Good . . . . . .

Capital Satisfactory Rating Action: The Long-Term Issuer Rating of KBC Group N.V. is affirmed at A+. The rating out-
Liquidity Very Good look is stable. The rating of Non-Preferred Senior Unsecured Debt at A, Tier 2 Capital is down-

graded to BBB and AT1 Capital is affirmed at BBB-.

Quialitative: Good

The Long-Term Issuer Rating of the group’s subsidiary KBC Bank N.V. was affirmed at A+, which
reflects KBC Group N.V.'s (Group) Long-Term Issuer Rating, in line with our methodology.

KBC exhibits good asset quality, while maintaining a sound liquidity position and a satisfactory
capital position. The group'’s earnings profile remains a key rating strength. Overall, KBC's fiscal
year 2022 was characterized by moderately growing net profits backed by expanding net inter-
est and trading income and the aquisition of Raiffeisenbank Bulgaria EAD (RBB). Against the
backdrop of strong H1-23 business results, we expect continued growth of KBC's net income on
a full-year basis in 2023, which should translate into further improving profitability metrics.
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Company Overview

KBC Group N.V. (hereafter: KBC) is an integrated bank insurance group created in 1998 by the
merger of two Belgian banks (Kredietbank and CERA Bank) and a Belgian insurance company
(ABB Insurance) with headquarters in Brussels. The Group is a non-operating holding company
of its insurance and banking activities and is the single point of entry in a resolution case for the
Group. KBC's most significant asset is its bank KBC Bank NV (total assets: EUR 322.1bn). With
some 42,000 employees in 2022 and more than 1,200 branches, KBC serves approximately 13
million customers and had total assets of EUR 355.9bn in 2022.

KBC acts as a bank insurance group in its core markets Belgium, Bulgaria, the Czech Republic,
Hungary, Ireland and Slovakia. In addition, KBC is represented to a limited extent in several
other countries in order to support its corporate clients. The focus of the Group is the retail and
private banking business, as well as business activities with small and medium-sized enterprises
and mid-cap clients. The Group reports its results along three business units and the Group
Centre: The group’s Belgium Business Unit includes all activities such as banking business,
insurance business and the asset management business in Belgium, whereas the Czech Republic
Business Unit includes all activities conducted in the Czech Republic. The International Markets
Business Unit comprises the group’s activities Hungary, Slovakia and Bulgaria. Last but not least,
Group Centre includes the group’s capital and liquidity management, as well as the funding of
the group and other administrative and holding activities. Given the imminent sale of its Irish
operations (for more see below), all Irish activities were reallocated from the International
Markets Business Unit to the Group Centre in 2022.

Chart 1: Major shareholders of KBC as of 31.12.2022 | Source: Annual Report 2022

Major Shareholders

= Free Float = KBC Ancora
= MRBB Other core shareholders

Cera

The shareholders of KBC are composed of 41% core shareholders (KBC Ancora, MRBB, Cera and
other core shareholders) and 59% free float, whereby The Capital Group Companies Inc. is the
most significant shareholder among non-core shareholders. KBC concluded a shareholder
agreement between these core shareholders in order to ensure shareholder stability and guar-
antee continuity within the Group, as well as to support and coordinate its general policy. KBC's

07 November 2023 3/20



Creditreform Bank Rating Creditreform &

KBC Group N.V. (Group) Ral:ing

© Creditreform Rating AG

core shareholders act in concert at the General Meeting of the Group and are represented on
its Board.

Recent changes in the group structure are as follows: By the end of June 2022, KBC Group NV
developed into a so-called “Clean HoldCo" in order to ensure that KBC's HoldCo senior debt is
eligible for the subordinated MREL target.

In July 2022, KBC acquired 100% of the shares in Raiffeisenbank Bulgaria EAD (RBB) from Raif-
feisen Bank International for EUR 1bn. Following the completion of the transaction, RBB was
renamed to KBC Bank Bulgaria. In April 2023, the latter was merged with United Bulgarian Bank
AD (UBB), a Bulgarian banking subsidiary that had already been owned by KBC.

KBC also started to withdraw from the Irish market in 2022. Firstly, in February, KBC Ireland sold
almost its entire non-performing mortgage loan portfolio (EUR 1.1bn) to private equity investor
CarVal. Furthermore, Bank of Ireland acquired substantially all of KBC Bank Ireland’s performing
assets and liabilities in February 2023. For a total consideration of EUR 6.5bn, performing mort-
gages (EUR 7.6bn), performing commercial and consumer loans (EUR 0.1bn), non-performing
mortgages (EUR 0.1bn) and deposits (EUR 1.8bn) were transferred to Bank of Ireland. On the
whole, the transaction positively impacted KBC's Q1-23 financials, providing a non-recurring
gain of around EUR 0.4bn and lifting the CET1 ratio by 0.9 pp via RWA relief of EUR 4bn.

Business Development

Profitability

Creditreform Rating AG follows a structural approach in the presentation of the income state-
ment and balance sheet as well as in the calculation of key ratios. The presentation may there-
fore differ from that of the bank. Creditreform Rating pursues the goal of making financial state-
ments of different banks as well as within the scope of consolidation as comparable as possible.

KBC reported a dynamic increase in operating income (+11.9% yoy) for its fiscal year 2022.
Above all, this development was driven by a strong expansion in net interestincome (+16% yoy),
reflecting among others the consolidation from Raiffeisenbank Bulgaria (renamed to KBC Bank
Bulgaria) which contributed EUR 70mn to NIl in H2-22. Moreover, net interest income was
boosted by positive exchange rate effects and growing loan balances amidst rising asset yields
in the course of recent interest rate hikes.

Trading and securities income almost doubled to EUR 0.3bn on the back of positive changes in
the market value of derivatives. Moreover, the group'’s sizeable insurance operations helped to
lift operating income. Net insurance income was up 13.7% and came in at EUR 1bn. Non-life
insurance contributed the bulk (EUR 0.8bn) to this result, with premium income increasing by
8.8% yoy.

By contrast, net fee income essentially stagnated (+0.6% yoy) last year. While fee income from
banking services - in particular from payment services - came in 7.5% higher than in the previous
year, the overall growth in fee income was curbed by contracting asset managements fees.
Against the backdrop of a weak capital market performance in 2022, KBC assets under mana-
gements declined by 13% yoy, leading to slightly lower asset management fees.

Also growing vividly, but somewhat lagging operating income, operating expenses went up from
EUR 4.5bn to EUR 4.9bn. In view of high inflationary pressures, personnel and IT-expenses
edged up. Also, an additional profit bonus for staff was paid and some costs related to the sale
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of the Irish portfolio and the integration of Raiffeisenbank Bulgaria were booked. The bank also
had to pay an extra EUR 78mn following the introduction of a special tax for the banking and
insurance sector in Hungary.

In 2022, KBC was confronted with sharply rising loan loss provisions amidst the Russian invasion
into Ukraine and the associated geopolitical uncertainty. After a notable reversal in provisions
in 2021 (EUR 0.3bn), the group added EUR 0.2bn to its loan loss provisions in 2022. That being
said, KBC's Belgian and Czech operations contributed the bulk to the additional loan loss provi-
sioning. Also, the group added EUR 16mn of loan loss reserves explained by the consolidation
of Raiffeisenbank Bulgaria.

As a result of the aforementioned developments, KBC's pre-tax profit slightly declined to EUR
3.4bn (-2% yoy). However, thanks to a lower income tax burden than in the previous year, net
profit rose moderately to EUR 2.7bn (+4.9% yoy) in 2022.

We note that KBC scores high or very high on most profitability metrics we assess and the ma-
jority of them have further improved over the last year. The most significant improvements were
observed in the RoE and the net financial margin (NFM). While the RoE improved from 11.3% in
2021 to 13.2% in 2022 on the back of the increase in net profit but also driven by a sharp decline
in equity (see section refinancing, capital for more), the NFM rose from 1.8% to 2.0% thanks to
the brighter interest rate enviroment. Additionally, the cost income ratio (CIR) improved slightly
from 59% to 57,7% in 2022, as growth in operating income outpaced above expenses.

Six months into the year, KBC reported another set of strong financials, with operating income
growing by 16% yoy. Apart from a EUR 405mn gain on the sale of the loan and deposit portfolios
of KBC Bank Ireland in Feb-23, which we classify as a non-recurring revenue item, the group's
underlying business momentum also remained strong. Net interest income came in at EUR
2.7bn (+12% yoy) in H1-23, supported by increased term deposits at more favorable margins
and the consolidation of Raiffeisenbank Bulgaria. Meanwhile, growth in net fee and commission
income regained some momentum (+4% yoy) as KBC generated higher fees for banking services
and AuM benefitted from net inflows and market price appreciation.

Operating expenses grew by +7.7% to EUR 2.5bn, mirroring the ongoing inflation induced wage
drift, as well as upward pressure on ICT and facility expenses. To be sure, overall spending
growth is somewhat distorted by bank and insurance taxes (EUR 622mn), which are typically
booked in the first quarter of the year. With a net release of EUR 18mn (net charge of EUR 48mn
in H1-22), the impairment result also made a positive contribution to net income, reflecting lo-
wer perceived geopolitical and emerging risks. Summing all up, netincome came in at EUR 1.8bn
in H1-23 equivalent to a 38% yoy increase. Against this backdrop, we expect a another expan-
sion of KBC's net income on a full-year basis in 2023, accompanied by further improving profi-
tability metrics.

As indicated by Chart 2 below, key earning metrics of KBC compare well with competitors. Like
KBC, BNP Paribas and ING Groep both operate substantial franchises in Belgium, however the
CIR of both banks has been structurally higher than KBC's in recent years. The same holds true
for Erste Group, which has a large footprint in Eastern European in common with KBC Group.
KBC also continues to assert its dominance with regard to RoE, reflecting its very strong profit-
ability. Moreover, we note that the RoE gap with competitors has widened more recently. Com-
petitors RoE ranged between 7.5 and 10.5% in 2022, substantially trailing KBC.
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Chart 2: CIR & ROE of KBC Group NV in comparison to the peer group | Source: eValueRate / CRA
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Asset Situation and Asset Quality

KBC's balance sheet total expanded by 4.6% in 2022. While net loans to banks fell precipitously
and the securities portfolio remained stable at 2021 levels, net loans to customers (excl. reverse
repos), which account for half of the group’s asset base, grew by 11.5%. Adjusted for the loans
now consolidated on the balance sheet as a result of the acquisition of Raiffeissenbank Bulgara-
ria, growth was still 9%. Term loans saw the strongest growth (+10.7% yoy), followed by mort-
gages (+7.7% yoy) and consumder credit (+2.2%).

The weighted country risk assessment score (CRAS) of KBC's on-balance sheet exposures is 4,
indicating moderate asset risks. The bulk of KBC's on-balance sheet exposures are concentrated
in Belgium (49%) and the Czech Republic (23%), high income countries with mature economies.
As of end-2022, however, KBC had also notable exposures (8.5%) in Bulgaria and Hungary, ju-
risdictions which are associated with somewhat higher operational and economic risk in our
view.

According to Chart 3, the group’s exposures are relatively evenly split across households (42%)
and non-financial corporations (39%). Credit to households primarily consists of retail mortages
(Q2-23: 37% of loans) while the outstanding volume of more risky consumer credit remains at
moderate levels: (Q2-23: EUR 7.6bn). Credit to non-financial corporations is generaly well diver-
sied across industries with limited sector concentations. The corporate loan book is dominated
by credit to manufacturing and trade, exposure to commercial real estate is moderate and no
single industry accounts for more 90% of CET1 capital.

We consider KBC's asset quality profile to be good. Its NPL ratio (see annex for our NPL defini-
tion) has consistently trended lower in recent years, falling from 3.6% in 2019 to 2.2% in 2022.
Non-performing legacy exposures in Ireland (mainly private dwelling house and buy to let) were
unwound in 2022, when KBC disposed of EUR 1.1bn of NPLs to private equity. It is noteworthy,
however, that KBC reported a rather strong increase of its stage 2 ratio last year driven by coll-
ective transfers from stage 1 portfolios. The share of stage 2 loans rose from 14.7% (2021) to a
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high 20.9%, indicating potential vulnerabilities of the loan portfolio related to rising energy pri-
ces and heightened geopolitical tensions. This is also reflected by our cost of risk measures.
After 2021 had seen a substantial net reversal of credit risk provisions, KBC's cost of risk turned
positive again. At 21bp of RWA (2021: -31bp) and 6bp of total assets (2021: -9bp), however, we
still consider the overall level as sound. We also note that with a reserve / NPL ratio of 87.5% at
year-end 2022, KBC appears well prepared to absorb any unforeseeable asset quality shocks.

Chart 3: Distribution loans and advances | Source: eValueRate / CRA / Pillar 3
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As highlighted by Chart 4, asset quality has generally improved for KBC as for its peers over
the last years. In terms of its NPL ratio, KBC's performance has been closely aligned with Erste
Group AG in 2021-22. Although the asset quality gap towards Benelux banks ING Groep NV
and Belfius Bank has been partially closed, both banks still reported lower levels of impaired
loans (1.6%-1.7%) in 2022. By contrast, BNP Paribas has structurally higher NPLs than KBC. As
reagards cost of risk / RWA, KBC's 2022 performance was broadly on par with that of Erste
Group AG and Belfius Bank, while ING Groep and BNP Paribas exhibited substantially higher
provisioning needs.

Chart 4: NPL ratio and Cost of risk / RWA of KBC Group NV in comparison to the peer Group | Source: eValueRate / CRA
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By the end of H1-23, there were no signs of a deterioration in asset quality. Compared to year-
end 2022, stage 2 exposures decreased somewhat and the NPL ratio came in at 2.1%. Still, we
believe that weakening growth dynamics in of KBC's key markets coupled with high inflation will
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adversely affect creditors repayment capacities. Against this backdrop, we anticipate a mode-
rate increase of the NPL ratio going forward.

Refinancing, Capital Quality and Liquidity

KBC's operates a primarily deposit funded business model (2022: 67% of liabilities) and the
group has strong retail deposit franchises in its core markets. Except for Slovakia (150%) the
loan-to-deposit ratio stood well below 100% in all core markets in 2022 - a fact that points to a
liquidity surplus and mitigates refinancing risk in our view. Last year, customer deposits posted
strong growth (+12.5 yoy) and the total volume of customer funds deposited at KBC totalled
EUR 224.4bn.

Within KBC's funding mix, customer funding is supplemented by limited amounts of interbank
and wholesale funds. More recently, the reliance on bank deposits was reduced significantly
with the outstanding amount down from EUR 38bn to EUR 24.8bn. Although KBC made a large
repayment of EUR 9.1bn last year, funds obtained from the ECB under the TLTO Il programme
still account for the bulk of bank deposits (year-end 2022: EUR 15.4bn).

The group’s market funding activities are diversified across instruments and have a well ladde-
red maturity profile. Senior unsecured HoldCo debt accounts for about 2/3 of market funds,
followed by covered bonds (17%). KBC also issues Tier1 and Tier2 instruments on the group
level and then downstreams these funds to its banking subsidiary KBC Bank NV.

Given KBC's insurance operations, technical provisions and liabilities under the inserers invest-
ment contracts constituted another 9% of total liabilities in 2022. These insurance related liabi-
lities fell by 6.3% to EUR 30.6bn last year.

Meanwhile, the equity position on KBC's balance sheet declined rather sharply (-9.8% yoy). Apart
from dividends worth EUR 3.6bn, the rapid rise in interest rates, which adversely affected the-
value of the group’s bondholdings, ate into equity. Other comprehensive income (OCl) turned
negative last year and detracted EUR 1.4bn from equity. Together with an expanding balance
sheet (+4.6% yoy), the lower in equity base resulted in a fall of KBC's equity ratio from 6.8%
(2021) to 5.9% in 2022.

In the same vein, the regulatory capital ratios reported in KBC's pillar 3 filing followed a down-
ward trajectory. The CET1 ratio (transitional) dropped from 16.8% in 2021 to 14.1% in 2022. We
note however, that the decline in KBC's fully loaded CET1 ratio which posted at 15.3% at year
end (2021: 15.5%) was significantly smaller. The difference between both figures is explained by
the net result for 2022 and the proposed final dividend. Generally, KBC has an ECB approval to
calculate its regulatory capital metrics according to the so called Danish compromise method,
which allows equity holdings in insurance activities to count towards regulatory capital. Despite
last year's decline, KBC remains satisfactorily capitalised, with a total CET1 buffer amounting to
394bp. At year-end, KBC's CET1 requirement stood at 10.14%, incorporating a P2R of 1.05%, an
O-SllI buffer of 1.5% and a systemic risk buffer of 0.19%. The latter was introduced by the Natio-
nal Bank of Belgium in May 2022, the amount corresponds to 9% of the RWA for the exposures
secured by residential real estate in Belgium.
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Chart 5: Regulatory capital ratios & requirements KBC Group N.V. Q2-23| Source: eValueRate / CRA/ P3
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Compared with its peergs, KBC's CET1 ratio is broadly on paar with ING and Erste Group, how-
ever Belfius displays somewhat higher capital ratios. KBC's leverage ratio (transitional) dropped
precipitously to 4.9% in 2022 (2021: 6.5%), reflecting the temporary exclusion of central bank
expososures, which was phased out in March 2022. Among its peers, only French BNP Paribas
operated with a lower leverage ratio last year. By the end of June 2023, KBC's CET1 and leverage
ratio improved to 15.7% and 5.2% respectively.

Chart 6: CET1 and Leverage ratios of KBC Group N.V. in comparison to the peer group | Source: eValueRate / CRA
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As KBC Group N.V. has choosen the single point of entry approach, hence it does not issue Pre-
ferred Senior Unsecured debt. Preferred Senior Unsecured debt. Preferred Senior Unsecured
debt which is issued by the group’s operating entity KBC Bank N.V. instead. Due to the seniority
structure, KBC's Non-Preferred Senior Unsecured debt is rated A. KBC's Tier 2 Capital is rated
BBB based on the KBC's capital structure and seniority in accordance with our rating methodol-
ogy. Additional Tier 1 Capital is rated BBB-, reflecting the capital structure, seniority and a high
bail-in risk in the event of resolution.
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Environmental, Social and Governance (ESG) Score Card

Creditreform Bank Rating Creditreform €
Environmental, Social and Governance (ESG) Bank Score Rating

KBC Group NV (Avenue du Port 2, 1080 Brussels)

KBC Group has one significant and two moderate ESG rating drivers ESG
Bank Score

« Corporate Governance is identified as a highly significant rating driver. The relevance for the
credit rating results from the impact of the corporate governance factor on all other ESG
factors and the overall well-being of the bank. This sub-factor is rated positive due to KBC's 38/5
strong and stable economic track record, the implemented ESG policies and its diversified
business model.

« Corporate Behaviour and Green Financing / Promoting are identified as moderate rating ScorelGuidance

driver. While Green Financing / Promoting is rated neutral due to the relatively low amount of
green bonds, whereas Corporate Behaviour is rated positive due to the bank's business
activities in accordance with the ideas and beliefs of the society.

>3,5-4,25 Above-average

>2,5-3,5 Average
>1,75-2,5 Substandard

Relevance
Factor Sub-Factor Consideration Scale 2022 Eval.
_ 1.1 Green Financing / The sub-factor "Green Financing/Promoting" has a moderate relevance for the credit 3
g promoting rating, and is rated neutral in terms of the CRA ESG criteria. ( )
Q "
€ |12 Exposure to Environ- The sub-factor "Exposure to Environmental Factors" has a low relevance for the credit > ”
§ mental Factors rating, and is rated positive in terms of the CRA ESG criteria. *)
E The sub-factor "R Effici " h ignificant rel for th dit rati d
- e sub-factor "Resource Efficiency" has no significant relevance for the credit rating, an
+
w 1.3 Resource EfﬂmenCy is rated positive in terms of the CRA ESG criteria. 1 *)
. The sub-factor "Human Capital" has low relevance for the credit rating, and is rated
+
= 2.1 Human Capltal positive in terms of the CRA ESG criteria. 2 *)
8
wv . G The sub-factor "Social Responsibility" has no significant relevance for the credit rating, and
2.2 Social Respon5|b|||ty is rated neutral in terms of the CRA ESG criteria. 1 0)
The sub-factor "Corporate Governance" is highly relevant for the credit rating, and is rated
+
[} 3.1 Corporate Governance positive in terms of the CRA ESG criteria. 4 *)
(%}
g
. The sub-factor "Corporate Behaviour" has a moderate relevance for the credit rating, and
< +
qh, 3.2 Corporate Behaviour is rated positive in terms of the CRA ESG criteria. 3 *)
>
8
The sub-factor "Corporate Transparency" has no significant relevance for the credit rating,
+ +
3.3 Corporate Transpa rency and is rated very positive in terms of the CRA ESG criteria. 1 (++)
ESG Relevance Scale ESG Evaluation Guidance
5 Highest Relevance + + Strong positive
8! g P
4 |High Relevance (+) Positive
3 |Moderate Relevance () Neutral
2 Low Relevance - Negative
8
1 [Nosignificant Relevance (--) [Strong negativ

The ESG Score is based on the Methodology "Environmental, Social and Governance Score of Banken (Version 1.0)" of Creditreform Rating AG, which is available on our homepage

https://creditreform-rating.de/en/about- g y-req html. In addition, we refer to CRA's position paper "Consodering the Impact of ESG Factors".
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Best-case scenario: AA-

Worst-case scenario: A

Please note:

The scenarios are based on information
available at the time of the rating. Within
the forecast horizon, circumstances may

occur that could lead to a change of the
rating out of the indicated range.

© Creditreform Rating AG

Outlook

The outlook of the Long-Term Issuer Rating of KBC Groep NV is stable. In the medium term, CRA
expects no significant deterioration in asset quality, while at the same time, profitability should
continue to improve backed by rising interest rates.

Scenario Analysis

In a scenario analysis, the bank is able to reach a Long-Term Issuer Rating of AA- in the “Best-
Case-Scenario” and a Long-Term Issuer Rating of A in the “Worst-Case-Scenario”. The ratings of
Bank Capital and Senior Unsecured Debt would respond similarly based on our rating method-
ology. These ratings are especially sensitive to changes in total equity and to the bank capital
and debt structure in general.

We might upgrade KBC's Long-Term Issuer Rating and the ratings of Bank Capital and Senior
Unsecured Debt in particular if we see observe notable and sustainable improvements in the
bank’s capitalisation and/or underlying asset quality. At the same time, the lender’s strong earn-
ings profile should not deteriorate substantially.

By contrast, a downgrade of KBC's Long-Term Issuer Rating and the ratings of Bank Capital and
Senior Unsecured Debt could occur if profitability deteriorates significantly, for instance due to
higher risk costs in the medium term, asset quality deteriorates significantly, or capitalization
erodes excessively.
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Appendix

Bank ratings KBC Group NV

The bank ratings are dependent on a host of quantitative and qualitative factors. An improve-
ment in either sub-category may result in a higher rating score.

Long-Term Issuer / Outlook / Short-Term A+ / L2/ stable

Bank Capital and Debt Instruments Ratings KBC Group NV

The ratings for bank capital and debt instruments are inter alia dependent on subordination
and relative size of the instrument class, based on the long-term issuer rating of the bank.

Preferred Senior Unsecured (PSU): -

Non-Preferred Senior Unsecured (NPS): A
Tier 2(T2): BBB
Additional Tier 1 (AT1): BBB-

Rating History

Please consult our website www.creditreform-rating.de for additional information regarding the
dates of publication.

Figure 1: Rating History

Bank Issuer Rating Rating Date _

LT / Outlook / Short-Term (Initial) 12.06.2018 A/ stable/ L2
Rating Update 15.07.2019 A/ stable /L2
Monitoring 29.11.2019 A/ stable /L2
Monitoring 24.03.2020 A/ watch negative / L2
Rating Update 25.11.2020 A/ negative / L2
Monitoring 05.07.2021 /: r: v:sfcit)ive /12 (watch
Rating Update 01.10.2021 A+ / stable / L2
Rating Update 15.12.2022 A+ / stable / L2
Rating Update 07.11.2023 A+ / stable / L2

[ Gank Capitaland Debtintruments | RatingDate | Resut |
Senior Unsecured / T2 / AT1 (Initial) 12.06.2018 A-/ BBB-/ BB+
PSU/NPS/T2/AT1 15.07.2019 n.r./ BBB+/ BBB- / BB+
PSU/NPS/T2/AT1 29.11.2019 -/ A-/ BBB-/ BB+
PSU / NPS /T2 / AT1 (watch negative) 24.03.2020 -/ A-/ BBB-/ BB+
PSU / NPS /T2 / AT1 25.11.2020 e
PSU / NPS /T2 / AT1 (watch unwatch) 05.07.2021 -/ A-/BBB/ BB+
PSU/NPS/T2/AT1 01.10.2021 -/ A/ BBB+/ BBB-
PSU/NPS/T2/AT1 15.12.2022 -/ A/ BBB/BBB-
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PSU / NPS /T2 / AT1 07.11.2023 -/ A/ BBB/BBB-

Subsidiaries of the Bank

LT / Outlook / Short-Term (Initial) 04.12.2018 A/ stable /L2

Rating Update 15.07.2019 A/stable /L2

Monitoring 29.11.2019 A/ stable/ L2

Monitoring 24.03.2020 A/ watch negative / L2

Rating Update 25.11.2020 A/ negative / L2

Monitoring 05.07.2021 ﬁ\rfvcstg;t)ive /L2 (watch

Rating Update 01.10.2021 A+ / stable / L2

Rating Update 15.12.2022 A+ / stable / L2

Rating Update 07.11.2023 A+ / stable / L2
BankCapital and Debt Instruments of KBCBank NV

Senior Unsecured / T2 / AT1 (Initial) 04.12.2018 A-/ BBB-/ BB+

PSU/NPS/T2/AT1 15.07.2019 A-/-/BBB-/ BB+

PSU/NPS/T2/AT1 29.11.2019 A/-/BBB-/ BB+

PSU / NPS /T2 / AT1 (watch negative) 24.03.2020 A/-/BBB-/ BB+

PSU/NPS/T2/AT1 25.11.2020 A/-/BBB/ BB+

PSU / NPS /T2 / AT1 (watch unwatch) 05.07.2021 A/-/BBB/ BB+

PSU/NPS/T2/AT1 01.10.2021 A+/ -/ BBB+/ BBB-

PSU/NPS/T2/AT1 15.12.2022 A+/ -/ BBB+/ BBB-

PSU/NPS/T2/AT1 07.11.2023 A+/ -/ BBB/ BBB-
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Tables KBC Group N.V.

Figure 2: Income statement’ | Source: eValueRate / CRA

Income Statement (EUR m) 2022 % 2021 2020 2019
Net Interest Income 5.162 +16,0 4.451 4.467 4.618
Net Fee & Commission Income 1.847 +0,6 1.836 1.610 1.735
Net Insurance Income 970 +13,7 853 855 724
Net Trading & Fair Value Income 305 +94,3 157 45 210
Equity Accounted Results -10 | +100,0 -5 -1 7
Dividends from Equity Instruments 60 +333 45 52 82
Other Income 119 -45,2 217 167 260
Operating Income 8.453 +11,9 7.554 7.185 7.636
[xpense T [ [ [ ]
Depreciation and Amortisation 431 +3,9 415 382 360
Personnel Expense 2.561 +4,2 2.457 2.329 2.357
Tech & Communications Expense = - = = =
Marketing and Promotion Expense 109 +26,7 86 - -
Other Provisions - - - - -
Other Expense 1.774 +18,5 1.497 1.518 1.595
Operating Expense 4.875 +9,4 4.455 4.229 4.312
[operatingProfitaimpairmen | [ [ [ [ ]
Operating Profit 3.578 +15,5 3.099 2.956 3.324
Cost of Risk / Impairment 227 <-100 -319 1.109 208

Non-Recurring Income - - - s 5

Non-Recurring Expense - - - - -
Pre-tax Profit 3.351 -2,0 3.418 1.847 3.116
Income Tax Expense 608 -24,4 804 407 627
Discontinued Operations - = = - -

Attributable to minority interest (non-controlling interest) - - = = R
Attributable to owners of the parent 2.743 +4,9 2.614 1.440 2.489

Figure 3: Key earnings figures| Source: eValueRate / CRA and Pillar Il

Income Ratios (%) 2022 % pAA| 2020 2019
Cost Income Ratio (CIR) 57,67 -1,30 58,98 58,86 56,47
Cost Income Ratio ex. Trading (CIRex) 59,83 -0,40 60,23 59,23 58,07
Return on Assets (ROA) 0,77 +0,00 0,77 0,45 0,86
Return on Equity (ROE) 13,18 +1,86 11,33 6,69 12,31
Return on Assets before Taxes (ROAbT) 0,94 -0,06 1,00 0,58 1,07
Return on Equity before Taxes (ROEbT) 16,11 +1,29 14,81 8,58 1541
Return on Risk-Weighted Assets (RORWA) 2,49 -0,01 2,50 1,41 2,51
Return on Risk-Weighted Assets before Taxes (RORWADT) 3,05 -0,23 3,28 1,81 3,15
Net Financial Margin (NFM) 1,96 +0,15 1,81 1,84 1,95
Pre-Impairment Operating Profit / Assets 1,01 +0,09 0,91 0,92 1,14

Change in %-Points

! Data by our data provider eValueRate, which is standardized for analytical reasons. Thus, the used data
and the resulting figures do not have necessary to match the presentation of the bank, which refers to this
and all subsequent tables and figures.
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Figure 4: Development of assets| Source: eValueRate / CRA

Assets (EUR m) 2022 % 2021 2020 2019
Cash and Balances with Central Banks 51.427 +26,5 40.653 24.583 8.356
Net Loans to Banks 4,254 -46,3 7.920 6.343 5.399
Net Loans to Customers 178.052 +11,5 159.727 159.621 155.816
Total Securities 67.583 -03 67.793 71.783 65.633
Total Derivative Assets 2.486 -53,0 5.290 7.179 5.799
Other Financial Assets 21.780 -15.8 25.870 28.990 26.645

Equity Accounted Investments 32 -13,5 37 24 25
Other Investments 571 +10,2 518 555 570
Insurance Assets 13.517 -11,7 15.303 14.399 15.144
Non-current Assets & Discontinued Ops 8.054 -19,5 10.001 19 29
Tangible and Intangible Assets 5.320 +10,9 4.799 4.687 4.705
Tax Assets 1.312 +1,2 1.296 1.624 1.433
Total Other Assets 1.484 +30,3 1.139 936 1.037

Figure 5: Development of asset quality| Source: eValueRate / CRA and Pillar Il

Asset Ratios (%) 2022 % 2021 2020 2019
Net Loans to Customers / Assets 50,03 +3,10 46,93 49,77 53,62
Risk-weighted Assets' / Assets 30,90 +0,24 30,66 31,75 0,00
NPL?/ Loans to Customers 2,18 0,33 2,51 3,39 3,56
NPL“/ Risk-weighted Assets' 3,45 -0,30 3,75 5,22 5,47
Potential Problem Loans”/ Loans to Customers® 2094 | +622 14,72 12,31 10,42
Reserves/ NPL? 87,50 -1,56 89,05 93,42 93,29
Cost of Risk / Loans to Customers® 0,13 +0,34 -0,21 0,71 0,14
Cost of Risk / Risk-weighted Assets' 0,21 +0,51 -0,31 1,09 0,21
Cost of Risk / Total Assets 0,06 +0,16 -0,09 0,35 0,07
Change in %-Points

1 RWA: Pillar 3, EU CR1

2 NPL: Gross; Non-Performing Loans of the categories Households, Non-Financial Corporations, Other Financial Corporations as per Pillar 3, EU CR1

3 Loans to Customers: Gross; Households, Non-Financial Corporations, Other Financial Corporations as per Pillar 3, EU CR1

4 Ppotential Problem Loans: Stage 2; Households, Non-Financial Corporations, Other Financial Corporations as per Pillar 3, EU CR1

5 Reserves: Impairment & Provisions and Collateral & Guarantees; Households, Non-Financial Corporations, Other Financial Corporations as per Pillar 3, EU CR1

Figure 6: Development of refinancing and capital adequacy| Source: eValueRate / CRA

Liabilities (EUR m) 2022 % pIA| 2020 2019
Total Deposits from Banks 24.819 -34,8 38.047 34.605 18.731
Total Deposits from Customers 224.407 +12,5 199.476 190.553 173.184
Total Debt 28.339 +6,5 26.616 24.877 30.184
Derivative Liabilities 7172 +22,6 5.850 6.780 6.106
Securities Sold, not yet Purchased - - - -
Other Financial Liabilities 14.553 | >+100 7.212 7.341 6.463

Insurance Liabilities 30.601 -6,3 32.668 31.520 32.241
Non-current Liabilities & Discontinued Ops 2.020 -52,6 4.262 - -
Tax Liabilities 283 -34,9 435 498 476
Provisions 511 +9,7 466 744 698
Total Other Liabilities 2.360 +5,5 2.237 2.295 2.286

Figure 7: Development of capital and liquidity ratios | Source: eValueRate / CRA and Pillar IlI

Capital Ratios and Liquidity (%) 2022 % 2021
Total Equity / Total Assets 5,85 -0,93 6,78 6,71 6,96
Leverage Ratio’ 4,90 -1,60 6,50 6,60 6,80
Common Equity Tier 1 Ratio (CET1 )Z 14,07 -2,69 16,77 18,11 17,15
Tier 1 Ratio (CET1 + AT1) 15,44 2,77 18,20 19,58 18,66
Total Capital Ratio (CET1 + AT1 + T2) 17,04 -2,82 19,87 21,46 20,61
CET1 Minimum Capital Requirements1 10,14 +0,48 9,65 9,65 9,91
Net Stable Funding Ratio (NSFR)' 136,10 -11,55 147,65 151,83 136,00
Liquidity Coverage Ratio (LCR)' 151,62 -15,74 167,36 147,00 138,00
Change in %-Points
1 Pillar 3 EU KM1
2 Regulatory Capital Ratios: Pillar 3 EU KM1
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Regulatory

Creditreform Rating AG was neither commissioned by the rating object nor by any other third
party for the rating. The analysis took place on a voluntary basis by Creditreform Rating AG and
is to be described in the regulatory sense as an unsolicited rating. The following table clarifies
the level of participation of the rated entity (rating object):

Unsolicited Credit Rating
With Rated Entity or Related Third Party Participation No
With Access to Internal Documents No
With Access to Management No

The rating is based on publicly available information and internal evaluation methods for the
rated bank. The quantitative analysis is based mainly on the latest annual accounts, interim
reports, other investor relations information of the bank, and calculated key figures by eValu-
eRate / CRA.

The information and documents processed met the requirements of the rating system of Credit-
reform Rating AG as published on the website www.creditreform-rating.de. The rating was car-
ried out on the basis of the following methodologies and Rating Criteria and Definitions (v1.3):

« Bankratings (v3.2)
+ Rating of bank capital and unsecured debt instruments (v2.1)
»  Environmental, Social and Governance Score for Banks (v1.0)

The complete presentation of the rating methodologies used by Creditreform Rating AG and
the basic document Rating Criteria and Definitions are published on our homepage:

https://www.creditreform-rating.de/en/about-us/regulatory-requirements.html

On 07 November 2023, the rating was presented by the analysts to the rating committee and
adopted in a resolution.

The rating result was communicated to KBC Group N.V. and its subsidiaries, and the preliminary
rating report was made available to the bank. There was no change in the rating.

The rating is valid until withdrawal and is subject to monitoring from the rating date (see cover
page). The rating will be comprehensively reviewed at least once every year. Within this period,
the rating can be updated.

In 2011 Creditreform Rating AG was registered within the European Union according to EU Reg-
ulation 1060/2009 (CRA-Regulation). Based on the registration Creditreform Rating AG (CRA) is
allowed to issue credit ratings within the EU and is bound to comply with the provisions of the
CRA-Regulation.

Rating Endorsement Status: The rating of KBC Group N.V. (Group) was not endorsed by Credit-
reform Rating AG from a third country as defined in Article 4 (3) of the CRA-Regulation.

Conflict of Interests

No conflicts of interest were identified during the rating process that might influence the anal-
yses and judgements of the rating analysts involved or any other natural person whose services
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are placed at the disposal or under the control of Creditreform Rating AG and who are directly
involved in credit rating activities or approving credit ratings and rating outlooks.

Creditreform Rating AG ensures that the provision of ancillary services does not present con-
flicts of interest with its credit rating activities and discloses in the final ratings reports any an-
cillary services provided for the rated entity or any related third party. The following ancillary
services were provided for the rated entity or for third parties associated with the rated entity:

« No ancillary services in the regulatory sense were carried out for this rating object.

For the complete list of provided rating and credit service ancillaries please refer to the Credit-
reform Rating AG's website: https://www.creditreform-rating.de/en/about-us/regulatory-re-
quirements.html#non-core-business-activities.

Rules on the Presentation of Credit Ratings and Rating Outlooks

The approval of credit ratings and rating outlooks follows our internal policies and procedures.
In line with our policy “Rating Committee,” all credit ratings and rating outlooks are approved by
a rating committee based on the principle of unanimity.

To prepare this credit rating, CRA has used following substantially material sources:
1. Aggregated data base by eValueRate

2. Annual Report and interim reports

3. Investors relations information and other publications

4. Website of the rated bank

5. Public and internal market analyses

6. Internet research

There are no other attributes and limitations of the credit rating or rating outlook other than
displayed on the CRA website. Furthermore CRA considers satisfactory the quality and extent of
information available on the rated entity. In regard to the rated entity Creditreform Rating AG
regarded available historical data as sufficient.

Between the disclosure of the credit rating to the rated entity and the public disclosure no
amendments were made to the credit rating.

The “Basic data” information card indicates the principal methodology or version of methodol-
ogy that was used in determining the rating, with a reference to its comprehensive description.

In case where the credit rating is based on more than one methodology or where reference only
to the principal methodology might cause investors to overlook other important aspects of the
credit rating, including any significant adjustments and deviations, Creditreform Rating AG ex-
plains this fact in the credit rating and indicates how the different methodologies or these other
aspects are taken into account in the credit rating. This information is integrated in the credit
rating report.

The meaning of each rating category, the definition of default or recovery and any appropriate
risk warning, including a sensitivity analysis of the relevant key rating assumptions, such as
mathematical or correlation assumptions, accompanied by worst-case scenario credit ratings
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as well as best-case scenario credit ratings are explained in mentioned methodologies and / or
in the credit rating report.

The date at which the credit rating was released for distribution for the first time and when it
was last updated including any rating outlooks is indicated clearly and prominently in the rating
report or in the “Basic data” card as a “Rating action”; first release is indicated as “initial rating”,

other updates are indicated as an “update”, “upgrade or downgrade”, “not rated”, “confirmed”,
“selective default” or “default”.

In the case of a rating outlook, the time horizon is provided during which a change in the credit
rating is expected. This information is available in the rating report or the ,Basic data” infor-
mation card.

In accordance to Article 11 (2) EU-Regulation (EC) No 1060/2009 registered or certified credit
rating agency shall make available in a central repository established by ESMA information on
its historical performance data, including the ratings transition frequency, and information
about credit ratings issued in the past and on their changes. Requested data are available at the
ESMA website: https://cerep.esma.europa.eu/cerep-web/statistics/defaults.xhtml.

An explanatory statement of the meaning of Creditreform’s default rates are available in the
credit rating methodologies disclosed on the website.

Disclaimer

Any rating performed by Creditreform Rating AG is subject to the Creditreform Rating AG Code
of Conduct which has been published on the web pages of Creditreform Rating AG. In this Code
of Conduct, Creditreform Rating AG commits itself - systematically and with due diligence - to
establish its independent and objective opinion as to the sustainability, risks and opportunities
concerning the enterprise or the issue under review.

Future events are uncertain, and forecasts are necessarily based on assessments and assump-
tions. This rating is therefore no statement of fact, but an opinion. For this reason, Creditreform
Rating AG cannot be held liable for the consequences of decisions made on the basis of any of
their ratings. Neither should these ratings be construed as recommendations for investors, buy-
ers or sellers. They should only be used by market participants (entrepreneurs, bankers, inves-
tors etc.) as one factor among others when arriving at corporate or investment decisions. Rat-
ings are not meant to be used as substitutes for one’s own research, inquiries and assess-ments.

We have assumed that the documents and information made available to us by the client are
complete and accurate and that the copies provided to us represent the full and unchanged
contents of the original documents. Creditreform Rating AG assumes no responsibility for the
true and fair representation of the original information.

This report is protected by copyright. Any commercial use is prohibited without prior written
permission from Creditreform Rating AG. Only the full report may be published in order to pre-
vent distortion of the report’s overall assessment. Excerpts may only be used with the express
consent of Creditreform Rating AG. Publication of the report without the consent of Creditre-
form Rating AG is prohibited. Only ratings published on the Creditreform Rating AG web pages
remain valid.

Creditreform Rating AG
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Contact information
Creditreform Rating AG
Europadamm 2-6
D-41460 Neuss

Phone  +49(0) 2131/ 109-626
Fax +49 (0) 2131/ 109-627

E-Mail  info@creditreform-rating.de
www.creditreform-rating.de

CEO: Dr. Michael Munsch

Chairman of the Board: Michael Bruns
HR Neuss B 10522
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