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ING at a glance
. Market leaders:

Netherlands, Belgium,
Luxembourg

- Leading retail and wholesale
banks

= Evolving into ‘direct-first’ banks

- Improving operational excellence

. Challengers:

Germany, Austria, Czech Republic,
Spain, Italy, France, Australia.

- Leading ‘direct-first’ banks

- Further integrating retail and
wholesale banking capabilities

- Broadening lending capabilities

ING Group Annual Report 2018
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Our customers

X

38.4 min
(year-end 2018)
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Our employees

I_D—

54,000+
(year-end 2018)

Parent company annual accounts Other information Appendices

. Growth Markets:

Poland, Romania, Turkey and our
stakes in Asia

- Strong positions in fast-growing
countries

= Evolving into ‘direct-first’ banks

- Developing digital leadership
capabilities

. Wholesale Banking

Network and global franchises

= International network: more than
40 countries

- Extensive international client base
across all regions

= Global franchises: Industry Lending
and Financial Markets; Trade
Finance and Cash Management
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Performance highlights

Appendices

Non-financial key figures

2018 2017 2016
Net Promoter Score Retail Banking (number of countries with number one ranking, rolling average) * 7 7 7
Total number of Retail Banking primary relationships (in million, year-end)* 2 12.5 11.4 10.4
Climate Finance (lending outstanding in EUR billion, year-end) 3 165 14.6 -
Social Impact Finance (lending outstanding in EUR billion, year-end) 3 0.8 05 -
Sustainable assets under management (in EUR billion, year-end) 6.3 4.8 33
Number of customers that felt financially empowered (in million, year-end) ! 250 25 4 239
Underlying Human Capital Return on Investment indicator 251 251 2.59
Retail Banking system availability in the Netherlands and Belgium (in percentage)®:* 8 99.7 99.7 -
Wholesale Banking system availability (in percentage)®:* 999 100 -

Consolidated results

In EUR million 2018 2017 2016
Net result attributable to ING Group's shareholders 4,703 4,905 4,651
Underlying net result Banking 5,389 4,957 4,076
Underlying result before taxation Banking 7,524 7,199 7,028
of which underlying income 18,088 17,704 17,458
of which underlying operating expenses 9,907 9,829 9,456
of which underlying addition to loan loss provision 656 676 974

ING Group Annual Report 2018 4
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Appendices

Balance sheet

In EUR billion, year-end 2018 2017 2016
Total assets ING Groep N.V. 887 846 845
Shareholders' equity ING Groep N.V. 51 50 50
Customer lending ING Groep N.V.® 597 574 561
Customer deposits ING Groep N.V. 556 540 523

Other indicators

2018 2017 2016
Effective underlying tax rate (in %) 27.0 30.0 28.1
Risk-weighted assets ING Group (EUR billion, year-end) 314 310 314
Underlying risk costs in bps of average RWA 21 22 31

Our financial goals

Ambition 2020 2018 2017 2016
Common equity Tier 1 ratio fully loaded ING Group ~13.5% (Basel IV) 14.5% 14.7% 14.2%
Leverage ratio ING Group’ >4% 4.4% 4.7% 4.8%
Underlying cost/income ratio 50-52% 54.8% 55 5% 54.2%
Underlying return on equity ING Group 10-12% 11.2% 10.2% 10.1%
Dividend per share (in euros) Progressive dividend 0.68 0.67 0.66

ING Group Annual Report 2018 5
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Share information

2018 2017 2016
Net result per share (in euros) 1.21 1.26 1.20
Shareholders' equity per share (end of period in euros) 13.09 12.97 12.84
Dividend per share (in euros) 0.68 0.67 0.66
Price/earnings ratio /.8 12.1 11.1
Price/book ratio (end of period) 0.72 118 1.04

1 Subject to reasonable assurance by KPMG. Throughout the report indicated with a @. See ‘Independent auditor's assurance report’.

2 Arefined definition was applied to customer analytics reported by ING retail markets as of 2016.. In addition, the merger of Record Bank into ING in Belgium was completed in 2Q18; customer numbers were consolidated accordingly as from 2Q18, resulting in an 80k increase in primary customers.

3 For a description of ING's Climate Finance and Social Impact Finance, please visit www.ing.com/18ar001

4 Scope is not comparable to availability reported for 2016.
5 Underlying figures are non-GAAP measures. These are derived from figures according to IFRS-EU by excluding the impact from special items and Insurance Other. For further explanation of non-GAAP measures, see "Other and additional Information" section of the Annual Report

6 Customer lending is defined as: loans & advances to customers -/- provision for loan losses.

7 The leverage ratio of ING Group according to the Delegated Act (including grandfathered securities) takes into account the impact of grossing up the notional cash pool activities.

8 The reported system availability for 2018 does not yet include the recent integration of Record Bank in Belgium.

ING Group Annual Report 2018 6
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Non-financial review

O QO 7
Top rankings out of

" ” 13 countries

Net Promoter Score Retail Banking
Our customer-centric focus helped us
achieve a first-place ranking in seven
countries, compared with two or more
selected local peers. NPS surveys were
held in 13 countries with retail banking
activities ®.

Financial review

g

-4%

Net result ING Group

The 4% decline compared with 2017
primarily reflects the impact of the €775
million settlement agreement with the
Dutch autorities, which was recorded as a
special item. Excluding this item and the
net result realised on the warrants on NN
Group and Voya shares (reported under
Insurance Other), the underlying net
result rose 9%. At year-end 2018, ING no
longer holds any warrants related to its
previous insurance activities.

ING Group Annual Report 2018

€16.5 bln

Climate Finance

€0.8 bln

Social Impact Finance

€7.1 bln

Industry ESG leaders

Responsible finance

In 2018, we matured and strengthened
our approach by introducing a
responsible finance portfolio, replacing
our Sustainable Transitions Financed. At
the end of 2018, Climate Finance
amounted to €16.5 billion and Social
Impact Finance amounted to €0.8 billion.

+ 9%

Underlying net result Banking

The underlying net result rose 9% to
almost €5.4 billion in 2018, mainly
supported by higher income and a lower
effective tax rate. Commercial
performance was robust with 6.4% net
growth in the core lending book and a 1.1
million net increase in primary
customers.

Corporate governance

g €6.3 bln

Sustainable assets under

management (SAuM)

Sustainable assets under management
increased to €6.3 billion, from €4.8 billion
in 2017. This underlines our clients’
appetite for products and services that
apply sustainability criteria.

@»(E)11.2%

ING Group's underlying return

on equity

ING Group's underlying ROE increased to
11.2% from 10.2% in 2017. This is
comfortably in line with our ambition to
generate an underlying ROE between 10
and 12 percent. ING's underlying return
on equity is calculated using IFRS-EU
shareholders' equity after excluding
interim profit not included in CET1 capital.

Consolidated annual accounts

25 min

customers felt
financially empowered

L

Financial empowerment

Since 2015, we have been measuring our
efforts to improve the financial behaviour
of our customers and society. In 2018,

25 million customers felt financially
empowered as a result of interactions
with our financial empowerment
initiatives ®.

-3%

Addition to the loan loss provision
Risk costs declined slightly to 21 bps of
average RWA (which is well below ING's
through-the-cycle risk cost average of
40-45 bps). Overall, the macroeconomic
outlook has deteriorated somewhat but it
remained robust in both Europe and the
US. In Turkey, the macroeconomic
environment has deteriorated more
rapidly.

Parent company annual accounts

2.51

Effective employer human capital

ROI

The underlying human capital return on
investment indicator helps us identify the
influence of HR inputs on the
organisation’s productivity. This ratio of
profitability divided by employee costs
remained stable at 2.51in 2018
compared to 2017.

@ 14.5%

Fully loaded CET1 ratio ING Group
The CET1 ratio was strong at 14.5%,
which is unchanged compared with the
IFRS 9 opening balance as of 1 January
2018, and remained well above our CET1
ratio ambition of around 13.5%. Total
RWA increased by €2.9 billion, as the
impacts from volume growth and model
updates were largely offset by positive
risk migration and lower operational
RWA. The available CET1 capital rose by
€0.3 billion.

Other information

99.7 %

Retail Banking in the
Netherlands and Belgium

o) 99.9%

Wholesale Banking

System availability

We strive to maintain a high level of
system availability of our online
payments channels. For 2018, weighted
system availability for Retail customers in
the Netherlands and Belgium was 99.7%.
For Wholesale Banking customers,
system availability was 99.9% globally ®.

© 54.8%

Underlying cost/income ratio

The underlying cost/income ratio
improved to 54.8% from 55.5% in 2017,
as income growth outpaced a slight
increase in expenses. \We see a need for
further cost discipline as we expect lower
lending growth in Wholesale Banking and
possible increases in regulatory expenses
and continued challenges regarding the
profitability of Financial Markets.

Appendices
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CEO statement: Embracing the digital future

ING achieved strong business growth and commercial momentum
in 2018 and we continued to transform to provide customers with
a differentiating experience now and in the future. To address
serious shortcomings in the area of know your customer (KYC),
we're taking robust measures to enhance ING’s compliance culture
and capabilities, in line with our commitment to integrity.

Looking back on 2018, | see many things that we achieved as ING. We continued to empower
customers with innovative solutions in many areas, including mobile and digital access, to make
banking easier, faster and available anytime and anywhere. And we took important steps in our
transformation to ensure ING provides a differentiating customer experience now and in the future.

Settlement

But 2018 was also marked by ING's settlement with the Dutch authorities in connection with
serious shortcomings in the execution of customer due diligence requirements to prevent financial
economic crime at ING in the Netherlands in the period investigated (2010-2016). This resulted in a
settlement agreement totalling €775 million and the departure of CFO Koos Timmermans.

Let me be perfectly clear. We take this very seriously and take full responsibility for what
happened. As a bank, the trust of our customers and other stakeholders is our licence to operate.
To earn that trust, we need to ensure that our operations meet the highest standards and that we
fulfil our role as gatekeepers of the financial system. Not meeting these standards is unacceptable.
We are taking a number of robust measures to strengthen our management of compliance risks
and embed stronger awareness across the whole organisation. This includes enhancing our KYC

ING Group Annual Report 2018

files where necessary and working on various
structural improvements in our compliance
policies, tooling, monitoring and governance.

We're committed to conducting our business
with integrity. Not only because these are the
standards that society and stakeholders expect
from us, but because this is an integral part of
who we are and want to be.

Think Forward in 2018...

We are guided by our Think Forward strategy. In
2018, we made progress on a number of fronts
to deliver the differentiating customer
experience at the heart of our strategy.

With 97 percent of customer contact now
digital, and an increasing proportion via mobile
devices, we continued to enhance our offerings with innovations like digital advisors and
forecasting tools to support a uniform and differentiating experience through customers’ channel
of choice.

We also continued to join forces with fintechs and other external parties to offer retail customers
and wholesale banking clients new products and services that improve the customer experience. By
harnessing the potential of partnerships with the new disruptors of the banking market, we can
increase our own pace of innovation and provide third-party solutions that add value for
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‘ ‘ customers, helping us to develop into a go-to

. . platform for financial needs and services beyond

We're making — vanking

Strl deS O do ptl n g In 2018, we partnered with parties including
German digital loans supermarket Fincompare

| N G to me et and UK-based platform Funding Options, both of
which offer digital funding solutions to SMEs, one

Cu Sto Imer nee d S of the client segments we are focusing on for

) growth. We also took a majority stake in
an d Se|/e fUt | J/® payments service provider Payvision to expand
o our offering to business customers in the fast-
opportunities.

growing e-commerce segment. And we
partnered with insurer AXA to create a digital

insurance platform for retail customers in a number of markets that will be accessible via the ING

mobile banking app with offerings in the areas of Living, Mobility and Wellness.

One way we're approaching disruption in the financial services market is to disrupt ourselves. In
2018, we announced that we are expanding the Yolt multi-bank aggregation platform for retail
customers to France and Italy, following its successful trial and launch in the UK. As part of the R3
consortium and with other partners, we were also involved in a host of innovations with potential
for our wholesale banking clients related to blockchain, an area that promises to revolutionise
financial services. These included initiatives in the area of commodity trade and finance, covering
energy trading, letters of credit and know your customer, among others.

...and in the future

Our success in offering a differentiating experience in 2018 showed in the form of net promoter
scores (NPS) where customers ranked us number one in seven of our 13 retail markets. And ING
continued to attract new customers: the global retail customer base grew by one million customers

ING Group Annual Report 2018
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over the year to reach 38.4 million, and the number of primary customers - customers who have
current accounts with recurrent income and at least one other product - increased 9.9% to 12.5
million. We are on track to reach our goal of 14 million primary relationships by 2020, an important
ambition as we further develop our digital universal banking proposition.

But this success is not a guarantee for the future. My view of the future of banking is based on a
few core beliefs. The future is digital - and mobile-first, with a superior digital experience. Products
won't differentiate us - they have become commodities. People, whether consumers or business
professionals, are spending more and more time online in the places that provide for a variety of
their needs - their digital platforms of choice. For banks, the future is to be present on those
platforms or be a platform ourselves. For that latter to be successful, we need a strong brand
backed by a solid customer proposition.

Big Tech platforms are already competing with banks. Apple Pay is expanding to more and more
markets and its use by consumers is growing rapidly. Tencent’'s WeBank offers a highly popular
consumer lending product that leverages the reach of its WeChat platform, and Alibaba’s Ant
Financial now manages the world’s biggest money market fund measured by assets. The newly
enacted PSD2 European directive opening the payments market to non-bank entrants mean banks
face an unlevel playing field when competing with these big new market entrants. But banks also
have an opportunity to build on the trust that people put into them when it comes to handling their
money and personal information. By building on that trust, we can create appealing propositions
for users of our platform and profitable models for cooperating with other platforms, including Big
Tech.

To pursue these platform opportunities, we are transforming ING. The goal is to create one global
platform providing a uniform, borderless customer experience and one that is easily scalable, so we
can grow quickly at low cost. It should be ready for open banking and relevant third-party offerings,
capable of interfacing with other digital platforms and support advanced analytics capabilities to
turn data insights into benefits for customers. The Unite be+nl programme to build an integrated
banking platform combining the strengths of our Belgian and Dutch banks and the Model Bank
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programme to harmonise our digital customer proposition across a number of European markets
are important steps toward this goal.

A commmon standard for data security will better safequard customers' personal data, and artificial
intelligence and analytics capabilities will enhance the effectiveness of know your customer (KYC)
and other activities we carry out in our role as gatekeepers for the financial sector.

This transformation cannot be achieved without a culture of innovation and collaboration that
supports it. To speed up delivery of customer and other innovations, one agile way of working is
being rolled out in more and more parts of ING, most recently in Germany where ING is the first
bank to introduce it.

2018 results

Strong relationships with customers and robust commercial growth supported ING's financial
results in 2018. ING recorded a full-year 2018 net profit of €4,703 million, a decrease of 4.1 percent
year-on-year, partly reflecting the impact of the €775 million settlement agreement with the
Dutch authorities on regulatory issues, which was recorded as a special item. The underlying net
result (i.e. excluding special items and Insurance Other) rose 8.7 percent to €5,389 million. Net
growth in our core lending book amounted to €36.6 billion, or 6.4 percent, and net growth in
customer deposits was €19.3 billion in 2018. The lending growth was well-diversified over regions
and business lines, including the Netherlands which turned to growth again. Underlying income
increased, driven by continued business growth at resilient interest margins and higher net fee and
commission income. Risk costs were slightly lower, supported by the benign credit environment in
most markets and the still robust macroeconomic outlook in both Europe (except for Turkey) and
the US. Underlying expenses were well-controlled despite a further increase in requlatory costs,
and rose 0.8 percent year-on-year. Our capital base remained strong with a fully loaded CET1 ratio
of 14.5 percent at year-end 2018. ING's underlying return on equity improved to 11.2 percent from
10.2 percentin 2017.

ING Group Annual Report 2018
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The Board proposes to pay a total 2018 dividend of €0.68 per ordinary share, subject to shareholder
approval at the AGM in April 2019. This is in line with our goal of paying a progressive dividend over
time, while ING is committed to maintaining a CET1 ratio of around 13.5%, taking into account
potential RWA inflation from regulatory developments on the current CET1 ratio.

FY2018 ING Group net profit

‘ ‘ ’ O 5 FY2018 underlying return on equity

million

FY2018 net core lending

+€56.6

billion

FY2018 net customer deposits

+€19.5

billion

Low carbon and self-reliant society

At ING, our empowerment purpose also extends to long-term value creation through helping
people to thrive in tomorrow’s world by turning the threats of climate change and fast-changing
technology into opportunities. We support the UN’s Sustainable Development Goals, which help
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companies across countries and sectors forge common targets and ambitions. With our
Sustainability Direction we focus on SDG 12 and 8 (see ‘How we create value’ in the Strategy
chapter).

Climate change is a major threat to our world. | am therefore pleased that in 2018 we

took the important step of committing to steer the impact of our €600 billion-plus lending portfolio
in support of the Paris Climate Agreement’s goal of limiting the rise of global temperatures to well
below two degrees Celsius. We call our strategy to get there the Terra approach. As part of this
approach, we worked with global think tank 2° Investing Initiative to co-create an innovative and
effective way to measure our lending portfolio. This is the first time a global bank will use this
measurement to commit to using science-based scenarios to steer business strategy. The
approach is open source to inspire other banks to follow our lead. We are pleased that four banks
have joined ING in our commitment to steer lending portfolios, namely BBVA, BNP Paribas, Société
Générale and Standard Chartered.

We also support sustainable progress through our Climate Finance and Social Impact Finance
portfolios. These measure the impact of our efforts to facilitate and finance society's shift to
sustainability by supporting clients and deals within ING Wholesale Banking that contribute to
environmental, economic and social progress.

In 2018, we continued to pioneer innovative forms of finance that support a better world. These
included loans linked to a company'’s sustainability performance, an area in which we are one of
the leaders. And we are building a reputation for placing green bonds, which companies use to fund
environmentally-friendly projects.

One of the goals of our sustainability approach is also to make people more resilient in these times
of change by empowering them to take control of their finances and make better financial
decisions. In 2018, we continued to provide tools to help customers make informed decisions, for
instance through websites, social media campaigns and YouTube channels. ING’s YouTube channel
with financial insights became the fifth brand in Poland to reach more than 100 million views.

ING Group Annual Report 2018
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Measure of success

ING made strides in 2018 not only in terms of commercial growth and strong financial returns, but
also in adapting our organisation to meet the evolving needs of customers and seize opportunities
in the future. We owe this success to our retail customers and wholesale banking clients and to the
ING employees who work tirelessly every day to empower them with products, services, expertise
and an experience that makes the ING brand one of the strongest in banking.

At the same time, the settlement with the Dutch authorities made it clear that we cannot serve our
customers, benefit shareholders and other stakeholders and play our wider role in society without
ensuring that our compliance and non-financial risk management capabilities are as much a part
of our DNA as our financial risk management skills, and without unwavering commitment to the
high standard of integrity that underpins our ING values.

| wish to thank our customers, shareholders and other stakeholders for their loyalty and trust, and
our employees for their hard work and commitment in 2018. As we look to the future, that trust

and commitment is ING's greatest asset, and earning it every day is our most important measure
of success.

/?a,iplm ‘T/Llamuzg

Ralph Hamers
CEO ING Group

4 March 2019, Amsterdam
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The world around us

We're greatly influenced by the world around us, from the
economic and regulatory environment, to the evolving
competitive landscape and needs of our customers and other
stakeholders.

We must understand which topics are most significant for our stakeholders and are impacted by -
and have an impact on - our business. We do this by performing regular materiality analyses:
qualitative and quantitative research on the importance of specific topics among different
stakeholder groups. That way we gain insights into future trends, business risks and opportunities
that influence our ability to create value. It helps us prioritise topics that our internal and external
stakeholders expect us to focus on. Results of the 2018 materiality analysis are reflected in our
strategic business decisions and highlighted throughout this report.

This chapter will touch upon the themes that came out on top this year: the economy, the
regulatory environment, innovation and transformation, data and IT, governance and culture, and
climate change. The following infographic provides an overview of each topic and where in this
report you can read more about it. With the exception of financial performance, the material topics
in the following infographic are subject to limited assurance. See the ‘Independent auditor’s
assurance report’.

ING Group Annual Report 2018

Trending themes

e

The economy and
regulatory environment

@

Innovation
and transformation

Data and IT

ot

Governance
and culture

@],

(H

Societal challenges
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Material topics Our approach and performance

<@ Performance highlights table in ‘ING at a
_ _ glance’
= Financial performance

<@ ‘Our strategy and how we create value’

* [nnovation <® Innovation section of ‘Innovation and
transformation’
e NiAitAlicati <& Business transformation section of
.Dlgltallsatlor;. G_?d ‘Innovation and transformation’
Interconnectivity <@ Transformation management section of

‘Innovation and transformation’

= Usability and accessibility < Primary rlelationships section of ‘Our
of our products business

= IT systems and platforms <& Reliability and stability section of
‘Innovation and transformation’

= Customer privacy < The world around us cares about data
section of ‘The world around us”
<& Data section of ‘Innovation and
transformation’
= Cyber resilience < Security section of ‘Innovation and
(includes cyber-attacks transformation
and data theft / fraud)

< Data ethics section of ‘Innovation and
transformation’

 Business ethics < Orange code section of ‘Our people’

and culture _ _ _ _
<® Business ethics and risk culture section of
‘Our people’
= Climate change < Responsible finance section of ‘Our
business’
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Global economic growth more uneven

In the US, economic growth accelerated,
buoyed by fiscal stimulus:

In the UK, economic growth slowed
further in light of continued uncertainty

about Brexit:

The US trade dispute increased
uncertainty on the global economic

In the eurozone, economic momentum

slowed:

outlook:

Brexit negotiations took place throughout 2018 and the year ended without a ratified agreement
on how the UK would leave the EU. ING continued to take steps throughout 2018 to prepare for
various options, such as applying for a banking licence in the UK, taking actions for contract
continuity and working to establish alternatives in the EU for those euro clearing activities that are
expected to move from London following Brexit.

Economic growth in some key emerging markets (China, Turkey, Argentina) slowed as trade-
restrictive measures increased, financial conditions tightened, and in light of country-specific and
geo-political factors.

Financial conditions slightly tighter

As economic momentum in the US remained strong, the Federal Reserve continued hiking interest
rates. The European Central Bank reduced its asset purchase programme.

ING Group Annual Report 2018
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Given differences in monetary policy stances and economic developments, longer-term yields
increased in the US and, on balance, moved sideways in the eurozone. However, in Italy,
uncertainty about the forthcoming budget led to a considerable increase in sovereign spreads.
Given our geographical footprint, eurozone rate developments have a larger impact than rate
developments in the US.

There was little progress on eurozone reform in 2018 given the diverse political interests involved.
It's clear that the debate on the Economic and Monetary Union is difficult and progress on the
completion of the banking union is slow. We are hoping for progress on the European Deposit
Insurance Scheme (EDIS), as it is an absolute requirement for finishing the Banking Union.
Furthermore, we have concern about making a ‘sovereign debt restructuring mechanism’ part of
the criteria for support from the European Stability Mechanism.

The review of EU prudential rules, via CRR2/CRD5 (Capital Requirements Regulation/Capital
Requirements Directive) and BRRD2 (Bank Recovery and Resolution Directive), was discussed
intensively during 2018 by the Council and the European Parliament. The package includes the
introduction of new rules, for instance regarding NSFR (net stable funding ratio), a G-SIB (global
systemically important bank) surcharge for the leverage ratio, interest rate risk in the banking book
and internal MREL (minimum requirement for own funds and eligible liabilities).

US dollar on the rise

Strong economic growth and an associated increase in interest rates contributed to a general US
dollar appreciation. Currencies of emerging economies with weaker macroeconomic fundamentals
and greater political uncertainty have come under downward pressure, e.g. the Turkish lira.

We endeavour to limit the impact of volatility on the profitability of our operations in such
emerging markets.
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Trust is our licence to operate. Our stakeholders agree, as ‘business culture and ethics’ entered the

Short-term and long-term interest rates in the eurozone in 2018
list of most material topics in 2018. That's defined in our materiality research as ‘fair, transparent

1 and moral code of conduct for the strategic and operational management of business’. Our shared
ING values and commitments to integrity should always and everywhere guide us in how we
0,8 empower our customers and how we live up to our responsibilities to stakeholders. There were
instances in 2018 where ING's actions resulted in a loss of trust from stakeholders. We take these
0,6 instances very seriously and need to learn from them in order to improve for the future.
04 ING announced on 4 September 2018 that we had reached a settlement agreement with the Dutch

Public Prosecution Service related to an investigation that found serious shortcomings in the

0.2 execution of customer due diligence and requirements related to fighting financial economic crime
at ING Netherlands. We accepted full responsibility for what went wrong and reached a settlement
v . . . agreement of €775 million in the third quarter.
jan feb mrt apr mei jun jul aug sep okt nov
-0,2 . .
We continue to take a number of robust measures to strengthen our management of compliance
oL —— - —————— risks, support a stronger risk culture and improve operational excellence in non-financial risk. We
' are committed to complying with all applicable laws, regulations and standards in each of the
06 10 year government bond Germany (%) —3 month euro area interbank (%) markets and jurisdictions we operate in. More information is in the ‘Risk and capital management’
chapter.
The world around us values trust
Trust is extremely important in the financial services industry. Trust recovery in the industry stalled In September 2018, ING reached a settlement agreement with the Dutch Public Prosecution
in 2018 after increasing for the past five years, according to the Edelman Trust Barometer. Data Service related to previously disclosed investigations that found serious shortcomings in the
showed that trust actually declined in 13 out of 28 markets. execution of policies to prevent financial economic crime at ING in the Netherlands. You can find

more information about this in the ‘Risk and capital management’ chapter.
Why does trust decline? The top factors include things like lack of transparency on costs and

products, confusing products and services, and unwanted selling. Factors that build trust include
the opposite, as well as reliable fraud protection.

ING Group Annual Report 2018 14
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Trust was damaged among various stakeholders mainly in the Netherlands after the Supervisory
Board submitted - and subsequently withdrew - a proposal to amend the Executive Board
remuneration policy to bring the remuneration for the CEO position closer to peers within the EURO
Stoxx benchmark. The Supervisory Board stated it underestimated the public response in the
Netherlands. It said that it will carefully assess how it can develop a sustainable and competitive
remuneration policy to fulfil its duty to act in ING’s long-term interests. More information is in the
‘Remuneration’ chapter.

The world around us cares about data

Data is what helps us to know our customers. We must know what they want, so we can provide
them with tailored services that respect their privacy; and we must know who they are, in terms of
meeting requlatory requirements for preventing financial economic crime.

Over the years, ING has been working to meet the needs of our customers by transforming to a
global, digital organisation. We're constantly innovating to provide customers with a personal,
instant, relevant and seamless experience. This process is strongly driven by data.

Our history
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Many customers opt to provide data if it enhances their experience. At the same time, they expect
their data to be kept safe. Some people believe the convenience of products and services gained by
sharing data outweighs privacy risks. For example, there were major privacy-related issues at
certain big tech companies in 2018, yet there was no major decrease in use of their products and
services. We believe people inherently trust banks to keep their data safe but at the same time
expect the highly personalised service they are used to with big techs.

Customer consent, provided it's informed and willing, is a legally acceptable way to process data
for commercial means, such as to provide customers with more customised products and services.
However, providing incentives to make people want to grant consent may make privacy into
something that's only for people who can afford to decline the offers.

The regulatory framework for personal data is fundamentally shaped by the EU. It seeks to walk
the fine line between privacy protection and fostering data sharing. In 2018, two crucial pieces of
the new personal data architecture started being rolled out across the EU: the second Payment
Services Directive (PSD2) and the General Data Protection Regulation (GDPR). We are refining our
internal processes on data in order to meet these new regulatory requirements. We are on course
to implement one global approach to data management to ensure we maximise the potential of
this key resource.

The GDPR is a landmark personal data-protection framework that is arguably the world’s most
stringent. It gives customers the right to receive their personal data upon request and to allow their
data to be directly transmitted to third parties. PSD2 meanwhile implies that banks must share
customers’ payments data - with the customer’s explicit consent - with other requlated entities.
You can read more in the ‘Innovation and transformation’ chapter.

ING believes customer data should be accessible in a similar manner for banks and non-banks. This
should be adequately reflected in the EU’s requlatory framework. The EU should consider
expanding the open access regime pioneered by PSD2 to - in the first instance - financial services
platforms, followed by other sectors to create a level playing field, while keeping strong safequards


https://youtu.be/u5bTDlrG4fo
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for our customers, such as the GDPR, in place.

We believe innovation can flourish within the boundaries of a strong personal data-protection
framework, through which we'll safequard people’s fundamental right to privacy in the growing
data economy.

In addition to keeping data private, we aim to keep data secure. We recognise cybercrime as a
threat and make customers aware of risks, while also training employees on preventive measures.
We also maintain a strong global cybercrime alliance with the financial industry, law enforcement
authorities, governments and internet service providers.

Read more about data privacy and security in the ‘Innovation and transformation’ chapter.

The world around us is digital

The world around us is a digital world. Big tech platforms like Facebook, Alibaba, Amazon and
WeChat have set the standard for what people expect of their online and mobile experience,
whether they're buying things, socialising, being entertained - or banking.

One of the biggest contributors to the success of these platforms is that they work from one
source, one set of systems, one way of working, and one way of interacting with customers. ING is
working to achieve this, but we're not there yet.

Read more in the ‘Our business’ and ‘Innovation and transformation’ chapters.

ING has a history of being innovative, but we have to continue to evolve to earn a place in our

customers' lives. We could choose to join existing platforms, but would that offer ING enough room
to build meaningful customer relationships? ING's future also lies in being a platform ourselves.
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As digitalisation continues to increase, we are connecting more and more platforms via application
programme interfaces (APIs). We believe the financial services industry will converge to an open
structure connected by APIs.

As we innovate to become the bank of the future, we must move fast, but we have to make sure
we don't leave our core values and less-digital customers behind. Digitalising our products and
services is necessary as people expect their financial services company to use the latest
technology. But some customers still place great value in being able to talk to a real and
knowledgeable person when faced with complex financial decisions. It's about finding the balance.
To respond quicker to changing customer demands, encourage an innovative mind-set and engage
employees, we need to collaborate more easily across the organisation. Finding the right people -
and then keeping them - is a challenge, as job profiles are rapidly changing and we increasingly
compete for talent with tech companies. We need people who can live up to the levels of integrity
we require, and people who feel at home working in an agile way.

Read more in the ‘Our people’ chapter.

The world around us cares about climate change

Climate change is one of the biggest challenges of our time and, as such, extremely significant to
ING and our stakeholders. Limiting the rise of global temperatures to well below two degrees
Celsius requires a major shift in investment patterns. Achieving this goal will require policies that
involve unprecedented economic, social and technological transformation, as economies shift
towards low-carbon and climate-resilient infrastructure investments.

ING is committed to playing a meaningful role in the banking sector’s fight against climate change.
We see it as our duty to society to help finance positive change through the role we play as a bank
in the economic system.
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This is evident in how we approach the energy transition. ING is and aims to remain an important
player in the energy sector. We believe that ending finance for fossil fuels immediately is not the
best way to contribute to the energy transition. Instead, we aim to contribute in a way that aligns
with the International Energy Agency’s Sustainable Development Scenario (IEA SDS). This shows
how the world can change course to deliver on the three main energy-related Sustainable
Development Goals simultaneously. In line with the IEA SDS, global CO, emissions should peak
around 2020 and then decline steeply to 2040, on course towards net-zero emissions in the latter
half of the century.

We offer innovative products and services, such as our sustainability improvement loan and the
green projects we finance, while we adhere to strict environmental and social risk policies, such as
our coal policy, which aims to reduce funding to thermal coal-power generation to zero by 2025.

We set up Sustainable Investments in 2018, committing €100 million of capital for sustainable
scale-ups with a proven concept and a positive environmental impact. So far we've invested in
solar-panel-maker Exasun and Black Bear Carbon, which recycles old tyres into a raw material used
to make things like pen ink, smartphone covers and new tyres.

ING is looking to capture the opportunities and address the risks of climate change, in line with the
recommendations of the Financial Stability Board's Taskforce on Climate-related Financial
Disclosures (TCFD).

Years of work came to fruition in 2018 as we announced our ambition to steer our loan book of
€600 billion (year-end 2018) towards meeting the well-below two-degree goal. We call our strategy
to get there the Terra approach. As part of this approach, we worked with the 2° Investing Initiative
to create an innovative and effective way to measure our lending portfolio. This is the first time a
global bank will use this measurement to commit to using science-based scenarios to steer
business strategy.
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We are in dialogue with other banks and stakeholders about this. In December, the banks BBVA,
BNP Paribas, Société Générale and Standard Chartered joined ING in pledging to align their
portfolios with global climate goals. We have a combined loan book of €2.4 trillion. ING believes that
all banks would benefit from having an industry-wide standard. This would increase transparency
and therefore our collective effectiveness in fighting climate change.

As almost half of our loan book consists of mortgages, we announced that we are taking action to
make our mortgage portfolio energy-positive. This means the homes in this portfolio will
collectively produce more energy than they consume. To this end, we are developing retail
products, tools and services to help homeowners make their houses more sustainable. As houses
generally account for about 20 percent of CO, emissions, we believe this could have a meaningful
impact in the fight against climate change. At the same time, it will help our customers to lower
their CO, footprint and energy bill. We will start in our three biggest markets of the Netherlands,
Belgium and Germany.

Another way we're working to create an industry-wide standard is through our membership of the
United Nations Environment Programme Finance Initiative (UNEP Fl). In 2018, ING and 27 other
banks worked on the UN Principles for Responsible Banking, which articulate a common language
and give banks a shared foundation on which to build a sustainable future, including climate
resilience.

There is more than one road to Paris - initiatives must be taken by governments, companies and
people. We continue to build on the products and services we've launched in previous years to keep
making progress on climate change, as required by many of our stakeholders.

For a full overview of our performance related to our material topics, see the infographic above.
For a materiality description, please see the ‘Non-financial appendix’.



. Failing fast is part of our
innovation approach

“The idea was that the Green as a Currency platform would give customers personalised
tips to help them make sustainable lifestyle choices. It would also connect them

with consumer goods companies selling products and services that comply with an
independent ‘green’ standard. Consumers would earn ‘green coins’ for purchases, which
they could then spend on the platform for other sustainable goods and services.

“Ultimately, Green as a Currency was unsuccessful. Our biggest challenge was the
so-called green-intention behaviour gap, which is the phenomenon that as people we
say we care a lot for our planet and are prepared to adopt a more sustainable lifestyle,
but as consumers we're led by price and convenience and buy stuff we don't need.
Green as a Currency fell victim to this paradox.

“In the early stages of testing the feedback was very encouraging, but when we tried to
reach larger audiences we struggled. Our main learning is that consumers do want
personalised tips and support in making sustainable lifestyle choices, but it needs to be
provided through existing channels where they already spend time and with existing
incentives they are familiar with. Perhaps we were ahead of our time. What | like the
most about working for ING in this area is the opportunity to be at the forefront of
beyond banking - developing digital business models that have the potential to truly
empower people and businesses. Being able to choose for sustainability is very
empowering.”

Egbert Voerman

Green as a currency

Amsterdam

Initiative Lead
ING Innovation Labs

BB
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Our strategy and how we create value

When launched in 2014, the Think Forward strategy anticipated
many of the challenges and opportunities driving change in
today’s financial services market. It continues to show the way as
we transform ING to harness the power of digitalisation and
platform thinking to create the customer experience of tomorrow.

The Think Forward strategy has provided a blueprint for transforming the customer experience at a
time when digitalisation is increasing and mobile devices are rapidly becoming our customers’
channel of choice. Inspired by the strategy’s Customer Promise - clear and easy, anytime and
anywhere, empower, and keep getting better - we have delivered a differentiating digital customer
experience through innovations such as digital financial advisors, forecasting tools and instant
lending available through award-winning mobile apps as part of an omnichannel approach.

Strong customer satisfaction ratings and a continuing healthy increase in customer numbers show
that we are succeeding in staying relevant to customers in a fast-changing market for banking
services. The number of retail customers increased in 2018 by a million to 38.4 million. Primary
relationships, where customers have a current account with recurring income and at least one
other product, increased by more than a million to 12.5 million in 2018. And in net promoter scores
(NPS), customers ranked us number one in seven of our 13 retail markets. ®

Strong and consistent profitability has been driven by the steady increase in our lending business
at resilient margins and by growth of fee income. The well-diversified increase in lending spans
segments and geographies. In particular, lending to businesses and consumers has grown strongly
in our Challengers & Growth Markets. In Wholesale Banking, Industry Lending and Transaction
Services activities have led to strong increases in lending and fees. And new propositions that add
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value for customers, like investment options that offer an alternative to low-yielding savings, have
contributed to an increase in fee and commission income in our Retail businesses.

ING of tomorrow

While we can look back on many accomplishments since the launch of the Think Forward strategy,
we are also conscious of the challenges ahead and the need to keep re-inventing ourselves to
remain relevant to customers in the future. The strategic vision embodied in the Think Forward
strategy is also quiding us as we navigate a changing world.

Banks can no longer differentiate themselves with products - they've become commodities. The
key differentiator of the future will be the customer experience. That experience will be digital, and
non-banks are setting the standard.

Fintechs are leveraging easy mobile access, transparency and low cost to compete for lucrative
parts of banks’ value chains in areas like payments and instant lending. But the biggest challenge is
coming from the Big Tech platforms that are setting the digital standard in terms of customer
experience and where people spend more and more of their time when they're online - to shop, to
socialise, for news and entertainment, and for a whole range of other needs.

To compete with Big Tech and other platforms, banks will need to become platforms themselves.
They will need to offer the same personal, instant, relevant and seamless experience. They will
need to be open to becoming go-to platforms that keep people coming back, offering third-party
products and beyond banking services. And they will need to become experts in managing and
analysing customer data in order to know the needs and preferences of their customers, create
new offers and improve the customer experience.
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The Big Tech platforms are not only disrupting banking with their customer experience. They are
now directly competing with banks. Apple Pay is growing rapidly and has expanded to more than
20 countries, WeChat is lending to consumers and Alibaba’s Ant Financial now has the world's
biggest money market fund by assets. And with tech platforms now leading the rankings of the
world’s largest companies by market capitalisation, they have the size and scale to be formidable
competitors.

At ING, we have three-fold approach to platforms. Firstly, we are developing our own go-to
platform for customers’ financial needs and relevant offers beyond banking. Secondly, we are
pursuing independent initiatives in partnership with others. And thirdly, we are participating on
others’ platforms. For retail, we develop our own platforms, like Yolt, and only participate on other
platforms if doing so drives traffic to ours. For wholesale, in addition to our own platforms, such as
Cobase, we participate on third-party platforms where other industry players are active.

To achieve our ambition, we are evolving towards one single scalable global platform that will offer
a uniform and borderless experience. And one that is open so we can also provide relevant third-
party and beyond banking offers. This involves standardising IT using a modular approach in order
to create a scalable platform that can accommodate growth at low cost. To support this, we are
developing standardised processes and shared services, one way of managing data, and one agile
way of working across ING. As an intermediate step we are converging businesses with similar
customer propositions, such as in the Benelux where we are integrating our platforms and
harmonising business models, the Model Bank initiative where we're developing a common
platform to roll out in five European countries and Welcome in Germany where we're developing a
go-to financial platform offering our own and third-party services.

One important area where we believe banks can differentiate themselves is privacy. With their
tradition of safequarding people’s money and financial information, by extension they enjoy an
advantage over tech platforms when it comes to whom people trust most with their data. By
building on that trust, we can create appealing propositions for users of our platform and profitable
models for cooperating with other platforms, including Big Tech.
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Elements of our strategy

Our Think Forward strategy was launched in 2014. It quides everything we do. This section
describes the strategy and includes references to examples and additional information on how our
strategy links to the material topics identified by our stakeholders.

Strategic priorities

To deliver on our Customer Promise and create a differentiating customer experience, we have
identified four strategic priorities:

©

O 1.Earnthe primary relationship

Earning the primary relationship is a strategic priority for ING as it leads to
deeper relationships, greater customer satisfaction and, ultimately, customers
I I choose us for more of their banking needs. In Retail banking we define primary
customers as those with multiple active ING products, of which one is a current
account where they deposit a regular income such as a salary. For Wholesale Banking it means
being the lender of choice and having an appropriate volume of flow products in Transaction
Services, Working Capital Solutions and Financial Markets.

Read more in the ‘Our business’ chapter.

Material topics: financial performance, usability and accessibility of our products.
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2. Develop data analytics

With the further digitalisation of banking, data is an important asset that helps

us improve the customer experience and earn the strategically important

primary relationship. We rely on data to understand what customers want and

need. We use these insights to personalise our interactions with customers and
empower them to make their own financial decisions. Data skills are also essential to know our
customers from a requlatory and risk perspective, to prevent fraud, improve operational processes
and generate services that go beyond traditional banking. At ING, we recognise that excelling at
data management is a core competency if we are to realise our ambition to create a personal
digital experience for customers. We are on course to implement one global approach to data
management to ensure we maximise the potential of this key resource. Discussions in society
about data privacy and the tightening of data privacy legislation and regulations, such as
embodied in the EU’s General Data Protection Regulation (GDPR), are raising awareness of this
important issue. At ING, we are committed to handling customer data safely and being open about
how we use it.

Read more in the ‘The world around us’, ‘Innovation and transformation’ and ‘Our business’ chapters.

Material topics: customer privacy, business ethics and culture, digitalisation and interconnectivity,
cyber resilience.
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3. Increase the pace of innovation to serve changing customer needs

Evolving customer expectations, new technologies and new competitors are

transforming banking. Through innovation, we can increase efficiency, improve

the customer experience and gain competitive advantage. We do that, for

example, through ING's own PACE innovation methodology and employee-

driven Innovation Bootcamps. To speed up the pace of innovation we also
partner with outside parties, including fintechs.

Read more in the ‘Innovation and transformation’ chapter.

Material topics: innovation, usability and accessibility of our products, digitalisation and
interconnectivity

4. Think beyond traditional banking to develop new services and

business models

Persistent low interest rates and disruption from the rise of new non-bank

entrants in the financial services sector are challenging banks’ traditional

business models. Thinking beyond traditional banking is crucial in order to find
new ways to be relevant to our customers. Here, open banking offers opportunities. By partnering
with others or developing our own digital platforms, we can offer customers new and
complementary services that go beyond banking - and create new revenue streams for ING.

Read more in the ‘Innovation and transformation’ and ‘ Our business’ chapters.

Material topics: innovation, digitalisation and interconnectivity, customer privacy, business ethics
and culture.
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Enablers

Four strategic enablers support the implementation of our strategy: simplifying and streamlining
our organisation, operational excellence, enhancing our performance culture and diversifying our
lending capabilities.

1. Simplify and streamline

Simplify and streamline refers to ING's aim to become a more effective, cost-

efficient and agile organisation with the flexibility to respond to fast-changing

customer needs and low-cost competitors. To facilitate the bank’s digital

transformation and respond faster to changing customer needs we are

introducing one Way of Working (WoW) across ING, which organises employees
in multi-disciplinary, cross-functional ‘squads’. WoW has been introduced in the Netherlands,
Poland, Romania, Belgium, Austria, Spain and Germany as well as in Wholesale Banking and several
support functions. The design and implementation for other countries and support functions is in
full swing. ING is the first bank to adopt the methodology in several countries and in Wholesale
Banking.

Read more in the ‘Innovation and transformation’, ‘Our business’ and ‘Our people’ chapters.

Material topics: usability and accessibility of our products.
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2. Operational excellence

A

Operational excellence requires continuous focus. We need to ensure that ING's

operations provide a seamless and flawless customer experience. Our

operational excellence vision concentrates on the Customer Promise. To meet

changing customer expectations arising from increasing digitalisation, we aim to

converge to a single platform for financial services that will deliver a uniform
customer experience across borders. This will be based on simplified and standardised products and
systems supported by modular architecture, integrated and scalable IT systems, and shared
services. While pursuing this ambition we are also investing to provide stable IT systems and
platforms so we are there for our customers when they need us and to provide them with the
highest standards of data security.

Read more in the ‘Innovation and transformation’ chapter.

Material topics: IT systems and platforms, cyber resilience.

O

3. Performance culture

We believe there are strong links between employee engagement, customer
engagement and business performance. This is why we continually improve our
performance culture by creating a differentiating employee experience and
enhancing the capabilities of our leaders. By focusing on delivering a great
employee experience and by stepping up our leadership capabilities we develop
our employees’ capabilities and engagement to deliver on our purpose and strategu.

Step Up Performance Management is a comprehensive performance management process that
also assesses people against ING's Orange Code values and behaviours. It focuses on managing
performance on a continuous basis, including through ‘continuous conversations’ between
managers and their reports.
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The Think Forward Leadership Programme (TFLP) aims to develop greater leaders and better
managers who can engage staff and enhance team performance. The first phase of the
programme was introduced in 2017, initially to senior leaders. It focused on the Orange Code,
personal purpose and the Think Forward strategy. In 2018, it was extended to all people managers
globally as the TFL Experience (TFLE), a four-day programme with follow-up learning activities. A
total of 4,100 leaders and managers have so far participated in TFLP and TFLE

In the Netherlands and Belgium we initiated ‘i for integrity’ in 2018, an approach aimed at
strengthening a mind-set that puts integrity above all. The approach focuses on increasing
employees’ knowledge and equipping them to make balanced decisions when facing dilemmmas in
their jobs, to comply with all applicable laws, standards and regulations, and to act with integrity
always.

One of the challenges ING faces is finding, attracting and retaining people with the skills we need to
build a digital, data-driven bank. A large proportion (more than half) of vacancies at ING are
currently related to data or technology skills, and this is expected to grow in the coming years.
However, competition in the market for these talents is fierce.

To help us recruit new talents we took steps in 2018 to upgrade our careers site and introduce a
global approach. This includes further developing the global employer brand and introducing
targeted cross-border sourcing to find suitable candidates for more difficult-to-fill profiles.

In 2018, we defined a new direction to promote a more diverse and inclusive workforce, introducing
‘mixed teams’ and the 70 percent principle. This principle strives for 30 percent difference in team
make-up. Mixed teams include all types of diversity, both visible and less visible. Ultimately,
managers are responsible for building mixed teams by choosing the dimensions of diversity to
focus on while also being guided by the global 70 percent principle as far as possible. At the same
time, we will continue our efforts to make all people feel included whatever their background,
culture, experience, religion or sexuality.
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Read more in the ‘Our people’ chapter.

Material topics: business ethics and culture.

4. Lending capabilities
Broadening and diversifying our lending capabilities to continue to grow client
franchises is our fourth strategic enabler. To do so, we are seeking opportunities

g in Retail, SME and Consumer Lending segments, as well as focusing on
Wholesale Banking lending growth in our Challengers & Growth (C&G) Markets
businesses and in our specialised Industry Lending franchise. In 2018, we continued to grow and
diversify lending at healthy margins, with net core lending growth of €36.6 billion, or 6.4 percent.
Our ambition is to continue to grow profitably within our risk appetite, but given market dynamics
we expect lower growth in Wholesale Banking.

Read more in the ‘Our Business’ chapter.

Material topics: financial performance, climate change.
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How we create value
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Innovation and transformation

If ING is to fulfil its purpose of empowering people to stay a step
ahead in life and in business, it must continue to be where its
customers are. Nowadays, that’s on digital platforms: our own
and those of others. It's here we need to offer one consistently
superior ING experience, one that is instant and borderless.

But to do this, we have to break down borders and become one
united ING.

Innovation and transformation play a major role in this one experience. This chapter outlines how
ING is preparing for a future in the platform age. In innovation, it's how we aim to stand out from
the competition by offering people a better experience, one that is more personal, instant, relevant
and seamless. In our transformation, it is what we are doing to build one ING, one digital bank with
one foundation, one way of working and one digital banking platform.

Platforms

For some, becoming a platform business, or even being platform-curious, is a relatively new
phenomenon. But the reality is that Big Tech companies, like Facebook, Alibaba, WeChat and others
have been platform-based for over a decade. They are the success stories of the digital age.
They've continually raised the bar when it comes to the user experience that people expect,
whether it be to buy things, socialise, explore, learn, travel, entertain or be entertained. People
expect platforms to meet their demand for goods and services. It is why people spend so much
time on them and keep coming back.
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Being where customers are is a big part of what makes any business successful. We have to
continue to evolve if we are to earn a place in customers' lives. That means being on these digital
platforms and creating our own platforms to be able to understand and serve customers better.

In many ways, moving towards platform thinking isn't a radical shift but rather an extension of
what we've always done - empower people to take control of their own situations. Like traditional
marketplaces, platforms connect suppliers with customers. The difference is that platforms are
enabled by technology, which can be used to achieve huge scale at little cost. And it's not just
customers who benefit, it is also suppliers who are able to create value at scale. Platforms scale
quickly and, as a result of all of that, provide lower-cost structures for supplier offerings. Then
there's the data that can be used to develop new products and services and personalise the user
experience.

Connecting to existing platforms offers ING little space for building meaningful customer
relationships. In making an Amazon purchase, for instance, the payment service is just a click.
Secure a consumer loan? Two clicks. There's not much room for a differentiating or superior
customer experience here. So ING's future depends on becoming a platform ourselves or building
independent platforms. To make that happen, we have to give people very good reasons to come
to us. Something very different from what they can get anywhere else. Something that empowers
them to get ahead. And that's what we're aiming to do.

The main characteristics that make platforms so successful is that they provide simplicity,
convenience and personalisation as well as one consistent way to interact with customers.



Contents Report of the Executive Board Corporate governance

> Innovation and transformation

Business transformation

To create one user experience for all of our more than 38 million customers, we have to be one ING.
We need to build a single global foundation that is the same everywhere, one that has the same
approach to data, the same IT infrastructure, the same processes and similar products and
services.

In 2016, ING announced a series of programmes to unite similar businesses and bring us closer to
one mobile-first digital platform that offers a uniform and superior customer experience.

The main business transformation programmes are:

Unite be + nl (formerly Orange Bridge), to unite Belgium and the Netherlands. Become one bank
across two countries, combining both countries’ strengths for a more consistent experience, with
one integrated banking platform and a harmonised business model.
Highlights: Created a cross-border delivery organisation, combining business and IT in both
countries. A new harmonised retail organisation was launched offering extended opening hours for
all Belgian customers and completing the first joint marketing campaigns.

- Welcome, to digitalise ING in Germany and create a go-to financial platform offering its own and
third-party services.

Highlights: The first release of the Go2Place platform was launched among a host of features

including shared navigation, full account overview, new search function, a money management

tool, and a new digital current opening process for joint account holders.

Model Bank, To move Retail banks in France, Spain, Italy, the Czech Republic and later Austria
towards becoming one bank; one borderless, scalable unified customer engagement platform,
providing a personalised customer experience.
Highlights: The expertise of several ING countries is being combined to build a best-in-class mobile
(and digital) platform based on scalable IT infrastructure. The platform will be used to serve several
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countries with a consistent omnichannel experience, which will bring a strong improvement in
experience for customers in the respective countries. A first version was launched in the Czech
Republic in December 2018. The platform will be developed further and introduced gradually in the
coming years.

Model Bank
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. Wholesale Banking TOM, further digitalising and standardising Wholesale Banking products,
processes and customer propositions across all continents.
Highlights: Approximately 18,000 customers are now using Wholesale Banking's Inside Business
digital portal. The introduction of a single platform for loans and trade finance has been extended
across the network, with a consolidated Financial Markets franchise in the UK, over 650 IT
applications decommmissioned and numerous customer experience process improvements including
consistent account opening process for international corporate clients in 18 countries.
Supporting these business transformations are target operating models (TOMs) uniting support
services globally such as HR, Finance, IT and Procurement, and the enablers, the so-called
foundations: IT, global data management, process management, shared services and ING’'s one
agile Way of Working (WoW).

Transformation management

Managing ING's transformation is the task of the chief transformation officer and the Global
Transformation Office. Transformation management is important in connecting all country,
business line and function workstreams. In 2017, we launched a bank-wide transformation
management method with a set of standardised tools and processes, aimed at ensuring our
strategy is executed and ING is united in a seamless way. The way we do that is built on agile
principles and introduces one Way of Working for transformation as an enabler for global
collaboration and knowledge sharing. It includes quarterly business reviews to improve planning
and prioritisation, ‘gated’ processes and 90-day delivery cycles. All are designed to ensure the
execution of our Think Forward strategy and ultimately lead to a better impact on customers and
other stakeholders.

Running a bank-wide transformation is complex. It involves many interdependencies between
different workstreams and may involve trade-offs in local priorities or autonomy so that we
prioritise what is best for the bank on a global level. Our transformation management method
helps speed up decision-making, resolve issues when they arise and re-plan. All this needs to be
done while minimising any adverse impacts and keeping the bank safe, secure and compliant.
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Technology

Information technology remains crucial to ING's platform ambitions. IT enables programmes such
as ING Private Cloud and TouchPoint Architecture and contributes to major strategic programmes.

The IT target operating model introduced last year is in line with the Think Forward strategy. It aims
to create speed, scale and security as well as cost efficiency and growth, with one purpose, one
common backlog and one technology platform.

The quality of our people makes a difference in the quality and efficiency of our services. We aim
for a global, collaborative workforce of highly skilled engineers meaning that we assess and
calibrate our engineering workforce using one engineering profile. In 2018, more than 80 percent of
our internal engineering staff have adopted one engineering profile and more than 60 percent of
our workforce has implemented one Way of Working, both marking an increase from a year earlier.

TouchPoint Architecture (TPA)

TouchPoint Architecture is an open technology foundation that enables ING to become a global
scalable bank and is one of the foundations for ING's Think Forward strategy. Producers can share
services and for others can combine these services into scalable business propositions across the
bank and for third parties.

TPA helps simplify and standardise ING's banking applications and supports the creation of a
modular system with fewer constraints and limitations. This modularity is a big step towards a
globally scalable banking platform that offers customers everywhere a consistent experience and
truly global proposition. Aside from unlocking global scalability, TPA facilitates innovation across
countries and business units and accelerates time-to-market. The use of web components provided
as part of TPA further increased during 2018 and contributed to one user experience across the
bank. They were used, for instance, in the Model Bank programme.
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In 2018, ING launched the ING Developer Portal which makes it easy for internal developers to
access ING's APIs to accelerate the bank’s digitisation globally. Selected APIs are also available for
third parties so they can create new and innovative customer experiences.

ING Private Cloud (IPC)

IPC is the digital platform used to store and process data and IT services such as mobile phone
apps. It is one of the steps we take towards giving customers a consistent experience in a secure
and reliable way. IPC standardises ING's IT infrastructure, simplifies and streamlines existing
processes, and brings an automated and self-service infrastructure to development and operations
teams. The IPC has reduced time-to-delivery of infrastructure from an average of more than 10
days to less than an hour. It also reached 100 percent availability in 2018 allowing us to provide
products to customers much quicker. In 2018, we expanded the service portfolio in the IPC and
increased our global adoption of IPC, from around 3.5 percent of total global infrastructure in 2017
to over seven percent by the end of 2018.

Reliability and stability

An excellent customer experience relies on ING always being available when and where customers
need us. Given ING's digital ambitions, we continually strive to improve the availability of online
channels (internet and mobile). In 2018, ING recorded 99.7 percent! weighted system availability
towards Retail customers in the Netherlands and Belgium. In addition, system availability for
Wholesale customers (globally) was 99.9 percent. ®

Data

A digital bank is driven by data. We use it to improve processes and make better management
decisions. Data provides meaningful customer insights that help ING to understand customers
better and develop innovative data-driven products that personalise and improve their experience.

1 The reported system availability for 2018 does not yet include the recent integration of Record Bank in Belgium.
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However, raw data in itself has little value. To be meaningful, it needs to be sorted, harmonised and
put into context. To do this in an efficient and effective way, ING developed a data management
strategy in 2016 to standardise data definitions and data models. This strategy ensures the
availability, quality, integrity, usability and control as well as global governance of our data. A
feature of this strategy was the introduction, in 2016, of common data language ING Esperanto.

Data privacy

People entrust banks with confidential information that they expect us to keep safe. It is important
that we maintain that trust and comply with our legal obligations around data protection, which
can differ from country to country. We are transparent about what we do with the personal data of
customers, employees, suppliers and business partners, and only process it for specific business
purposes. Our approach can be summarised as: the right people use the right data for the right
purpose.

From 25 May 2018, ING has been subject to the data protection requirements outlined in the EU
General Data Protection Regulation 2016/679 (GDPR). In 2013, ING implemented data protection
requirements on a global scale, through its Global Data Protection Policy (GDPP). The GDPP has
been implemented in each country where ING operates and is being updated to reflect GDPR
requirements. To know more about what personal data ING collects, what we do with it and who
we share it with, go to our Privacy Statement on www.ing.com/18ar003 or any local ING website.

Data ethics

ING's data ethics approach is an integral part of our behaviour and decision-making and is
embedded in ING's Orange Code. It consists of data ethics values and principles that are applicable
for the whole organisation. Both global and local data ethics councils have been introduced to
advise ING business units and help ensure that complex queries or dilemmas relating to data ethics
are dealt with properly.


https://www.ing.com/Privacy-Statement.htm
https://www.ing.com/Privacy-Statement.htm
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Operational excellence

We promise customers we'll keep getting better. One way is by simplifying and standardising end-
to-end processes. Some processes are internal, such as HR and Compliance, others impact
customers directly, like mortgages, lending and payments. Making them easier will lead to a
superior customer experience, higher quality processes and greater efficiency.

Shared services

Operational, IT and support tasks are being centralised in shared service centres. In 2016, ING set up
a fully-owned service company ING Business Shared Services BV (IBSS) to consolidate all such
centres in one specialised non-banking legal entity. Currently, IBSS has four foreign branches. The
Bratislava branch concentrates on daily banking operations support. Branches in Katowice and
Bucharest predominantly provide ING Tech services. The Manila branch is a multi-functional centre
providing services to all domains with an extensive operational platform targeting Wholesale
Banking franchises.

Global Process Management

ING’s Global Process Management (GPM) department was established in 2016 to improve the
customer experience for the bank’s markets, including Market Leaders, Wholesale Banking, as well
as Challengers & Growth Markets. It does this by introducing a single, global approach to improving
end-to-end processes and a common way to manage those processes and standardise across
business units.

Some of its achievements in 2018 include designing global mortgage, consumer lending and
payment account processes. GPM also put in place a global process infrastructure with global
process model tooling.
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Way of Working

To respond quicker to changing demands and customer feedback, encourage an innovative mind-
set and engage employees, ING's one agile Way of Working (WoW) unites employees in
multidisciplinary, cross-functional teams. End-to-end responsibility of tribes and squads empowers
them to collaborate more easily and effectively across the organisation.

WoW has been introduced in the Netherlands, Poland, Romania, Belgium, Austria, Spain and
Germany as well as in Wholesale Banking and COO Finance. The design and implementation for
other countries is in full swing. ING is one of the first banks to adopt the methodology.

Uniting so many different cultures is a challenge that requires a behavioural shift, guided by our
Orange Code. Cultural differences between countries are challenging but not unsurmountable. This
new Way of Working, with trust an important component, also tends to be more difficult for
leaders and managers than those on the working floor. Special leadership training programmes
have been organised for local leaders to prepare them for such behavioural change. We've also
organised monthly bootcamps to train Way of Working ambassadors from the countries and
business units.

Security

ING is committed to the digitalisation of business processes, to make it easier for customers to do
their finances. At the same time, it recognises cybercrime as a major threat in all sorts of areas. For
that reason, it is an integral part of our strategy to make customers aware of the risks that are out
there. We have special solutions for Wholesale Banking clients, while Retail customers are provided
with information via our digital channels and interaction with our apps.

The ever-increasing professionalisation and automation of criminal organisations remains a
concern. The growing use of online services, with some less careful with personal data, makes it
easier for criminals. Training and awareness of employees is a crucial part of ING's preventive
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measures. Our all-staff online integrity programme is reqularly updated with the latest cybercrime
trends and prevention measures. In addition, special ‘risk days’ are organised for staff, highlighting
specific risk themes and how to be resilient against them.

To fight cybercrime, ING also maintains a strong global cybercrime alliance with the financial
industry, law enforcement authorities, governments and internet service providers.

‘White hat'’- or ethical - computer hackers are invited to share their observations using ING’s
Responsible Disclosure programme as published on ING.com.

Cybercrime resilience

Distributed Denial of Service (DDoS) attacks are increasing in size, frequency, and complexity. DDoS
attacks against Dutch banks have increased in magnitude and new techniques continue to surface.
Global developments are monitored in close cooperation with other banks and government
institutions. Preventive measures are in place for ING data centres and organisational resilience to
DDoS attacks is continuously tested.

The ‘threat’ landscape and ‘advanced persistent threat’ indicators are closely monitored. Preventive
measures are taken where needed. Cyber-resilience reporting is part of standard risk governance
processes.

Cybercriminals are also increasingly using advanced malware to gain access to the IT systems of
banks and their customers. New gateways to access the internet for users and applications have
been implemented to strengthen malware resilience and to prepare for open banking under the
European Payments Directive (PSD2).
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Artificial intelligence and robotics

ING is accelerating the integration of robotics and artificial intelligence to help customers and ING
remain a step ahead. Customers increasingly are using Al-supported services such as Amazon’s
Alexa and Google Home. They also expect more predictive capabilities in their products and
services, so meeting that customer demand is important.

The bank established a Global Analytics Unit in 2018 aimed at speeding up analytic capabilities and
transforming ING into a truly data-driven company. Examples of recent projects include machine
learning in anti-money laundering and transaction monitoring, the use of chatbots and voicebots,
the use of text mining techniques to improve efficiency in back-office operations and risk models
that drive the efficient use of capital.

Chatbots

ING uses a number of chatbots in its Retail and Wholesale Banking operations. Some examples
include Belgium’s ‘Marie’, a chatbot that instantly helps customers with debit and credit card
questions through Facebook Messenger. In the Czech Republic, staff developed an in-house
conversational mobile banking app that uses both text and voice to offer a variety of services,
including checking balances on savings accounts, sending money and purchasing funds. In
Wholesale Banking, a chatbot called ‘Bill’ is integrated into our Inside Business platform. It answers
FAQs as well as questions on cut-off times, while in Germany the ‘pING’ chatbot has been
integrated into ING's search function answering FAQ's and queries based on existing public web
content.

In the Netherlands, Kijk Vooruit, or 'look ahead' in English, is a forecasting tool that uses advanced
analytics to show planned and predicted transactions, helping customers to keep a grip on their
finances and avoid going into the red. The Netherlands also uses ‘Inge’ who provides transactional
information and automatically starts a conversation when asked about making a payment request.


https://intranet.ing.net/sites/News-global/Pages/Banking-with-bots-en.aspx
https://www.ing.com/ING-in-Society/Sustainability/Societys-transition/Financial-Empowerment.htm
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Australia (Lionel), Turkey (INGo), Poland (My Assistant and Kinga) and Italy (Leo) also have chatbots
in operation.

Digitalising manual activities

Robotic Process Automation (RPA) uses robotic software scripts to digitalise manual activities. ING
currently has around 1,200 RPA applications in use in a wide variety of business units including
Retail, SMEs and Mid-Corps as well as Wholesale Banking. Customers benefit from their use because
robots tend not to make mistakes and are able to work 24 hours a day, seven days a week. Some
examples of RPA in action include know your customer name screening, opening and closing
current accounts and finance report generation.

The use of robotics is widespread throughout the bank, with ING in Poland, in particular, responsible
for 700 of the 1,200 robots currently in use.

To ensure consistent use between ING countries, a global scripters community has been formed to
share information and best practices.

Innovation

Innovation is a strategic priority for ING. It is important that ING not only transforms into an
innovation-enabled organisation, but also increases the number of adjacent and disruptive
innovations in the market.

For ING, innovation is about the three Cs: empowering customers and creating a differentiating
experience, taking ING's culture of innovation to the next level and connecting ecosystems to
boost innovation.
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How we innovate

Innovation culture

ING uses a structured process called PACE to accelerate innovation internally. PACE is a
combination of Lean Start-up, Agile Scrum and Design Thinking methods. In 2018, four business
units and ING Labs participated in an Accelerator programme. The PACE Accelerator is a 12-week
programme that speeds up time-to-market by testing ideas for new products and services and
validating them with customers through experimentation.

In 2017, the PACE Everyday programme was introduced to teach employees how to innovate in
their daily work. Last year this evolved into a hands-on programme to teach employees in 10
countries how to apply PACE in a more independent way. By the end of 2018, 6,941 employees
were trained in PACE. For example, ING in Spain used the PACE methodology to improve the
experience of new customers by analysing processes in depth from their perspective. This revealed
that processes were designed per product and not from the point of view of someone wanting to
join the bank. They were subsequently redesigned. Business benefits as a result of the new
processes are expected in 2019.

ING's annual Innovation Bootcamps encourage employees to come up with new ways to improve
the customer experience and compete for a place in one of our ING Labs accelerators. In 2018,


https://youtu.be/ShQDUXQQ6kw
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employees were given three ‘beyond banking’ challenges to find platform business models in the
areas of housing, leisure and sector ecosystem. The three winners, KYChain (a distributed ledger
technology-based platform for KYC), HelloYou (making online identification fast and secure), and
CareConnect (connecting caregivers and service providers), were given the opportunity to pitch for
funding and have their ideas accelerated in ING Labs.

Employee-generated innovation has proved to be an excellent source of ideas with a number of the
previous Innovation Bootcamp finalists making it to market including Easy Trading Connect on
www.ing.com/18ar005, Buy Rely, Orange Assistant (debuted in Australia in 2018) on
www.ing.com/18ar006 after being launched in Turkey in 2017), Direct Lease, Banking of Things and
Startarium.

Ideas originating from ING's Legal team were recognised at the 2018 FT European Innovative
Lawyer Awards on www.ing.com/18ar004. ING in the Netherlands’ Tribe Legal won the FT
Innovative Lawyers Award in the category: Strategy and changing behaviours.

ING Labs

Last year, also saw the introduction of ING Labs, bringing disruptive ideas to market by combining
the bank’s knowledge and network with the knowledge and skills of others. Labs in Amsterdam
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(formerly ICEC), London and Singapore are dedicated to validating and launching disruptive
businesses. They concentrate on specific ‘value spaces’ that best match the expertise and
ecosystems in their locations.

Incorporating what was formerly the Wholesale Banking accelerator, initiatives originating from
here include Suburbia, which provides alternative data that clients can use to make better decisions
faster, and cybersecurity tool Wyse. Developed in 2017 with start-up Digital Trust, Wyse is a game-
based platform that uses behavioural science to help company employees make safer decisions,
effectively becoming its first line of defence against cybercrime. A commercial pilot started in 2018,
offering companies a new service that goes beyond banking.

Another innovation born in ING Labs is Vakt, a blockchain-based post-trade management platform
for the largest commodity players in the world. Now driven by nine leading energy companies and
banks, it aims to eliminate reconciliation and paper-based processes, enhance efficiency and
create new trade finance opportunities.

ING also has an Innovation Fund to accelerate innovation across the Bank. These funds are
available for all business units that need resources to bring their radically different ideas to life. We
look for ideas that have the potential to disrupt how we do things or chart new territory.

You can find more innovation examples in the ‘Our Business’ chapter

As well as ING Labs, Belgium's Fintech Village looks for technology-driven start-ups that either offer
solutions relevant for financial institutions or help ING provide superior financial services to
customers.

Most business units have dedicated innovation centres of expertise embedded to boost the culture
of innovation. Innovations stemming from ING’s business units include One Pay in Spain which
consolidates a customer's debt with a view to improving their financial situation in a customer-
centric way, and ‘INGo' in Turkey, a chatbot for customer interaction on loan applications. In 2018,


https://www.ing.com/newsroom/all-news/long-awaited-innovation-makes-turkish-debut.htm
https://www.buyrely.nl/#/overview
https://www.ing.com/newsroom/all-news/new-era-for-trade-finance.htm
https://www.bankingofthings.io/company
https://www.startarium.ro/
https://www.ing.com/Newsroom/All-news/ING-wins-another-Innovative-Lawyer-award.htm
https://suburbia.io/
https://www.vakt.com/
https://www.ing.be/en/retail/fintech-village?
https://youtu.be/rXPqTgODveY
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it resulted in 6,200 new loan applications with the chatbot able to pick up 97 percent of chat
conversations. The remaining three-percent of chats were handled by live agents.

Partnering with and investing in fintechs is an important element of ING's innovation strategy. By
the end of 2018, we had more than 150 different partnerships. In 2017, we set up ING Ventures
(www.ing.com/18ar007), a €300 million fund that invests in fintech companies around the world. It
aims to build a portfolio of investments to help ING accelerate the pace of innovation. The fund is
available for both seed and scaling-stage investments. As of end of 2018, ING Ventures had made
26 investments. These include fintechs like, Clark, Fintonic, Funding Options, TradelX, Twisto and
WeLab as well as ING-established companies such as Yolt, Cobase, Payconig and Twyp. Four ING
Ventures portfolio companies made it to the CB Insights Top-250 fintechs worldwide.

Not all of ING's collaborations or innovations lead to new products or services and we have stopped
more than 60 partnerships, mostly after unsuccessful or unsatisfactory proofs of concept. Failing
fast leads to less waste and avoids prolonging investment in unsuccessful projects.
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https://www.ing.com/About-us/ING-Ventures.htm
https://www.ing.com/About-us/ING-Ventures.htm
https://www.clark.de/de
https://www.fintonic.com/en-ES/home/
https://www.fundingoptions.com/
https://tradeix.com/
https://www.twisto.cz/
https://www.welab.co/en
https://www.yolt.com/
https://www.cobase.com/
https://www.payconiq.nl/nl/
https://www.twyp.com/
https://www.cbinsights.com/research/fintech-250-startups-most-promising/

¢l We want to be the go-to API
platform for financial needs

“Open banking is a crucial enabler for ING's platform strategy. The launch of

the ING Developer Portal in May 2018 was an important step in this journey.
Here external developers can access ING's application programming interfaces
(APIs). These are pieces of software that allow applications to communicate with
each other.

“Our open banking platform brings together producers and consumers of APIs and
enables collaboration with partners to co-create the best user experience possible.
One example is ING's Payment Request API. Making it available on our platform
allows other organisations to re-use it to send payment requests to their own
customers.

“My aim is to inspire developers and make it easy for them to find and use APIs so
they can create awesome customer applications. Based on their needs, | shape
the platform’s customer journey, improving its features and user experience.

“Our ambition is to become the go-to API platform for financial needs, offering the
best and most relevant products, even if some of those are not our own.”

Read full story @



http://www.ing.com/18ar061
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Our business

ING maintained its good commercial performance in 2018. Net
core lending grew by €36.6 billion over the year, with net
customer deposits growing by €19.3 million. It's our business to
provide products and services that empower people and
businesses to stay a step ahead. With digital disruption changing
customer expectations we are looking for new ways to be relevant
and stand out from the crowd. This also means offering services
that go beyond banking.

We are transforming our organisation to create a differentiating experience for customers. One
that is uniform and borderless and supported by one open and scalable platform. Our shared ING
values and our commitment to the principle of integrity above all should always guide us in how we
empower our customers and live up to our purpose and our responsibilities.

Our markets

ING’s Retail business serves 38.4 million customers. The Wholesale Banking business serves
corporate clients and financial institutions in more than 40 countries worldwide. ING also has stakes
in the Bank of Beijing (China), TMB (Thailand) and Kotak Mahindra Bank (India).

In most of our retail markets we offer a full range of banking products and services, covering
payments, savings, investments and secured and unsecured lending. Wholesale Banking provides
specialised lending, tailored corporate finance, debt and equity markets solutions, working capital,
payments and cash management and trade and treasury services.
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More information about our Wholesale Banking services is available at www.ingwb.com

primary customers

#1

NPS

in 7 out of 13 markets @



http://www.ingwb.com/
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Market Leaders

Our Market Leaders are mature businesses in Belgium, the Netherlands and Luxembourg where we
have strong positions in retail and wholesale banking.

In the first half of 2018, we successfully migrated 600,000 customers from Record Bank into ING in
Belgium. We are combining our strengths in Belgium and the Netherlands under the Unite be+nl
programme and building an integrated banking platform. This is part of our strategy to enhance
operational excellence, create greater cost-efficiency and provide a consistent, digital-first banking
experience for our customers. For example, customers in Belgium will benefit from new
functionalities on the ING mobile banking app. ING is also the first major bank in Belgium to offer
same-day payments processing.

In the Netherlands we now have 4.3 million mobile app users, including 1.1 million new registered
users in 2018. In Belgium, digital adoption is accelerating too, with a net increase of close to
285,000 new active mobile users (36 percent) to 1.07 million users. Some 55 million mobile
payments were processed in Belgium in 2018, almost four times higher than in 2017. However,
many customers still value face-to-face interactions and we have to balance their needs with our
digital ambitions. To this end, we extended the opening hours of our branch network in Belgium.

One of the ways we are harmonising our products is by standardising the look and feel. For
example, we have globally reduced more than 95 bank card designs to just eight. In 2018, we
introduced the new-look cards in Belgium and the Netherlands. These have a ‘clear and easy’ look
with a symbolic orange ‘heart’. This follows the roll-out of the new cards in France in 2017, then
Germany, Romania and Wholesale Banking. We will only issue new cards to customers when their
existing ones expire to avoid unnecessary waste and costs as we replace all 15 million cards
worldwide.

Tapping into the growth of a cashless society and rising demand for mobile payments, ING
announced the merger in March 2018 of payments app company Payconiq with Bancontact to
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create the Bancontact Payconiq Company. Conceived by ING in 2014, Payconiq is a joint initiative
with AXA Bank, Belfius, BNP Paribas Fortis, KBC, Rabobank and Volksbank. It allows users to pay for
online and in-store purchases with their mobile phones, instantly and seamlessly connecting to
their bank account. In 2018, 34 million mobile payments were processed through either Bancontact
or Payconiq, which is about twice as many as in 2017.

Around 50,000 merchants in Belgium are signed up to the service, which is available to consumers
from all banks, not only the shareholders. In November 2018, the first Dutch retailer signed up, with
more to follow as it is rolled out in the Netherlands. Testing has also started in Germany.

At the request of the Dutch Authority for Financial Markets banks compensated SME customers in
the Netherlands who had been sold interest rate derivatives during a defined period. The
compensation framework (UHK or Uniform Herstelkader) was determined by an independent
committee set up by the Dutch Finance Minister in 2016. Execution was challenging, with extreme
complexity, limited estimated tolerances and high compliance standards under stringent
supervision. In 2018, all relevant ING customers received a compensation offer. Of these, 77 percent
had been accepted by the end of the year and we foresee high acceptance of the rest. The
estimated costs have been recognised in the profit and loss account as part of a provision.

ING actively reached out to customers in the Netherlands with interest-only mortgages to help
them plan ahead for when their mortgages mature and the principal repayment is due. Customers
can use the insights we provide to take timely action if needed to prevent affordability problems in
the future. We believe this results in additional redemptions and product conversions and leads to
de-risking of the mortgage portfolio.

In September 2018, ING reached a settlement agreement with the Dutch Public Prosecution
Service related to previously disclosed investigations that found serious shortcomings in the
execution of policies to prevent financial economic crime at ING in the Netherlands. You can find
more information about this in the ‘Risk and capital management’ chapter.
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Challengers markets

Our Challengers markets are Australia, Austria, Czech Republic, France, Germany, Italy and Spain.
Here we're aiming for a full bank relationship, digitally distributed through low-cost retail platforms
like Welcome in Germany and Model Bank in several European markets. We are also using our
direct banking experience to grow consumer and SME lending, and our strong savings franchises to
fund the expansion of Wholesale Banking in these markets.

In 2018, we expanded our retail offering in the Czech Republic, which became the first country to go
live on the Model Bank platform. We will start integrating customers in Spain, France and Italy onto
the platform from 2019. To broaden our activities, we also started testing a mobile-only retail
offering in the Philippines.

In Germany and Austria, we rebranded ING-DiBa as ING, in line with our ambition to be the same
brand everywhere. And we introduced a new sales and service organisation in Austria to improve
the customer experience. We will add mortgages to our Austrian retail offering in January 2019.

One of the ways we're empowering German customers is with real-time updates of transactions on
their current account, which they receive via configurable push notifications in their banking app.
Mortgages drew a substantial number of new customers to ING in Germany, pushing the volume of
new mortgage business in Germany to record highs in 2018. As a result, ING in Germany
announced a portfolio volume of mortgage loans of €73 billion for 2018, five percent more than the
previous year.

In Spain, we expanded our partnership with El Corte Inglés, Europe’s largest department store, to
roll out our mobile payments app Twyp in all its supermarkets. This helped to raise Twyp's public
visibility among consumers and take a key step forward in its objective to be available to as many
people as possible. Customers from any bank can use Twyp to make payments and withdraw cash
at 8,000 points of sale, doubling the app’s reach in less than a year.
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The popularity of the no-fee Orange Everyday transaction account among consumers in Australia ING in Poland teamed up with fintech Twisto to introduce the country’s first e-commerce payment
led to record numbers of new account openings. In August, we extended this to teens with the gateway. It enables shoppers (not only ING customers, but from any bank) to buy online now and
launch of Orange Everyday Youth. Customers can also use our Everyday Round Up digital savings pay later, and get instant cashback if they return their purchases. Some 200 Polish merchants

tool to help pay off their mortgage more quickly. And with the New Payments Platform (NPP), ING signed up for the pilot in April 2018, during which over 4,000 transactions were made. The Imoje

in Australia helped introduce instant payments to the market, in collaboration with NPP Australia payments gateway continues to grow by about 200 percent per month.

and 12 other financial institutions. NPP is an innovative payments infrastructure that contributes to And to make foreign payments instant and seamless for Polish consumers, for example while

an easy, instant and seamless experience for our customers by providing real-time clearing and travelling, we introduced a multi-currency card that allows users to pay for foreign purchases from
settlement, removing the usual two- to three-day wait for transfers to go through. several different currency accounts without incurring any commission fees. It has proven popular,

with over 100,000 users so far.

Growth Markets

Our Growth Markets are businesses with a full range of retail and wholesale banking services in
countries with expanding economies and strong growth potential. These include Poland, Romania
and Turkey. Here we're investing to achieve sustainable franchises and will focus on digital
leadership by converging to the direct-first model and prioritising innovation.

For business customers in Poland and Romania, we launched ING Business, a new digital platform
that makes banking clear and easy and accessible anytime, anywhere from any device. We also
introduced Invoice Financing, a digital micro-factoring solution developed in-house at ING. It gives
Polish SME customers control over which invoices they want to pre-finance and when.

Lending in Poland and Romania showed significant growth in 2018. An attractive mortgage
proposition in Poland, pre-approved online loans and simplified digital lending processes in both
markets all contributed to this, along with the introduction in Romania of instant online loans in the
Home'Bank app.

To stand out in the digitally advanced Polish market, where fintechs are gaining ground among
tech-savvy consumers, we extended mobile payments to platforms such as Google Pay and Visa

HCE. We also introduced an ING-specific keyboard for our Moje app to simplify mobile commerce

and peer-to-peer transactions. Poland_airs smogfree
campaign
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And in line with our ambition to help create a low-carbon society we introduced an eco-offering for
Polish entrepreneurs. The offering gives the loans we provide a responsible side because it
encourages customers to take sustainable actions such as buying energy-efficient equipment for
their businesses, for example, or insulating their buildings. See more about our ambition to align
ING's overall loan portfolio with global climate goals in the ‘Responsible Finance’ section below.

Launched in June 2018, Turkey's Orange Extra (Turuncu Ekstra) programme was voted Most
Innovative Product by Visa. At the end of 2018, it had 470,200 active customers, of which 183,000
were primary customers and 120,500 were spenders on the programme with Orange Extra cards.
We also teamed up with several merchants in Turkey to offer customers vendor financing for online
purchases via our mobile app. For example, they can get a loan for a new phone from the provider
at the point of sale. And in another beyond banking collaboration we teamed up with online
moving services platform Octovan to develop a tool that calculates the full cost of moving into a
new home. The aim is to help the 1.5 million people in Turkey who move each year avoid financial
surprises. Users can also apply for a loan to cover unforeseen expenses.

Wholesale Banking

Wholesale Banking is an important and integral contributor to ING's commercial performance. With
a local presence in more than 40 countries, we provide corporate clients and financial institutions
with advisory value propositions such as specialised lending, tailored corporate finance and debt
and equity market solutions. We also serve their daily banking needs with payments and cash
management, trade and treasury services.

In 2018, transaction services, payments and cash management, and lending all grew and we

expect this to continue as we support our corporate clients with their business needs and with
becoming more sustainable.
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We sharpened our strategy in 2018 to focus on what clients want - advice, data-driven insights and
sector knowledge - and reorganised the way we work to deliver an experience that is borderless,
instant, personal and consistent. This includes creating a new Europe, Middle East and Africa (EMEA)
region and strengthening our international network by putting more resources (products and
people) into Asia and the Americas. This, along with the introduction of a cross-border Strategic
Products team fosters collaboration across the regions to give clients access to more products and
services. We are also strengthening core banking services, such as Debt Capital Markets and
Corporate Finance. And we introduced ING’s one Way of Working in our client service and delivery
areas to support this new client-led approach.

In September 2018, as part of our commitment to fighting climate change, ING pledged to steer its
entire lending portfolio towards the climate goals of the Paris Agreement (see ‘Responsible Finance’
section).

Low volatility on stock and currency markets dampened appetite for hedging and impacted growth
in our Financial Markets business. Mounting concerns about emerging markets currencies and the
potential for defaults, and in particular the sharp fall of the Turkish currency, reverberated through
lending markets. Pessimism about macro-economic developments such as the trade war between
the US and China unsettled financial markets and dampened consumer confidence. The rising oil
price caused inflation to increase, subduing real income growth.

Britain’s pending exit from the European Union and the potential impact on financial markets saw
many international banks forced to make contingency plans to relocate their operations away
from London. ING centralised its Financial Markets in London in 2016. We are in an ongoing
dialogue with the European Central Bank and the Bank of England’s Prudential Regulation Authority
to safequard business continuity, keeping a close eye on the conditions under which the UK exits
the EU.
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Primary relationships

Earning the primary relationship is a strategic priority for ING as it leads to deeper relationships,
greater customer satisfaction and ultimately customers choosing us for more of their banking
needs.

In Retail Banking we define primary customers as those with multiple active ING products, of which
one is a current account where they deposit a reqular income such as a salary. For Wholesale
Banking it means being the lender of choice and having an appropriate volume of flow products in
Transaction Services, Working Capital Solutions and Financial Markets.

Customer numbers continued to grow in 2018 and we gained an additional one million customers
during the year to reach 38.4 million. Customer numbers were positively influenced by the merger
of Record Bank into ING in Belgium, where the primary customer number increased by 170,000
(14.6 percent). We refined our definitions for a number of customer categories in the Netherlands
in the second quarter of 2018 to align the measurement of customers with uniform definitions
across ING's countries. The number of primary retail customers overall increased 9.9 percent to
12.5 million, well on track to meet our 2020 target for 14 million. The biggest growth was in
Challengers markets, especially Australia (234,000) and Germany (233,000). Reasons include
interest rate incentives on bundled savings and current accounts in Australia and selling more
current accounts to existing savings customers in Germany.

Customer Promise

ING promises to make banking clear and easy, to provide services anywhere, at any time and to
keep getting better. We are driven by our purpose to empower people to stay a step ahead in life
and in business. We do this by constantly innovating to deliver a differentiating customer
experience that aims to be smart, personal and easy.
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Across ING, digital channels account for more than 97 percent of contacts with retail customers, of
which more than 72 percent are via a mobile phone, compared to 63 percent in 2017. Given the rise
of digitalisation, and growing competition from disruptive newcomers to our sector, we want to do
more than just live up to our Customer Promise. We want to surpass people’s expectations.

We want to use our insights from over three billion customer interactions to offer a personalised
and empowering experience, giving them even more reasons to interact with us. This is how we
want to differentiate ING from other banks and become an essential part of people’s digital lives.
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We are striving to make things easy: an onboarding process that saves time from the start; a
consistent mobile-first experience across all channels and devices; and instant loans in seven
countries. In some of our markets it's even possible for customers to arrange travel insurance on-
the-go by mobile phone. We are moving towards personal experiences based on data-driven
insights, such as personalised money tips on our website for Belgian customers and personalised
texts when German customers log in to do online banking. And we're equipping customers with
smart data-driven and robot solutions. These include money management apps such as Orange
Assistant in Turkey and Australia; Dutch forecasting tool ‘Kijk Vooruit’; Smart saver in Australia and
Czech Republic; and BudgetING in Czech Republic and Spain.

To provide the same customer experience everywhere we share best practices across the bank. We
are combining our strengths in our various retail markets and moving towards shared digital
banking platforms.

One of the ways we measure our progress is the Net Promoter Score, which measures customer
satisfaction and loyalty (whether they would recommend ING to others). The score is calculated as
the difference between the percentage of promoters (who rate ING as 9 or 10 out of 10) and
detractors (those scoring ING below a 6). Our aim is to achieve a number one NPS ranking in all 13
retail markets, with a 10-point lead over our main competitors. Based on a rolling average of our
NPS scores in 2018, ING ranked number one in seven of our 13 retail markets and second in a
further three. ®

In Wholesale Banking, the overall NPS score improved by 14 percent to 44.5 (on a scale of -100 to
+100), outperforming the industry benchmark. The strongest growth was in the client segment
where we have the deepest relationships. This suggests clients appreciate our new approach (see
‘Client-led approach’ below). Overall satisfaction rose to 8.4 from 8.3 across all products (Financial
Markets, Transaction Services and Lending Services). We added a further 10 countries to the NPS
programme in 2018, which is now running in 21 Wholesale Banking markets. In 2019, NPS will play
an even more prominent role in gauging client satisfaction in Wholesale Banking, with clearly
defined KPIs and a more active feedback process.

ING Group Annual Report 2018

Consolidated annual accounts

42

Parent company annual accounts Other information Appendices

Client-led approach

To deepen our relationships with our Wholesale Banking clients we shifted our focus from individual
products to more holistic solutions in the sectors and regions where they are active.

To support this new client-led approach we introduced a new organisational structure in 2018. It is
designed to enable the revised WB strategy we introduced at the end of 2017, which puts clients at
the heart of our business and uses data and technology to anticipate their needs. One of the key
elements in the new set-up is the emphasis on our deep sector knowledge, which is embedded in
our client coverage.

In early 2018, we implemented a uniform client segmentation framework that helps us tailor the
services we offer clients through our daily banking and advisory value propositions. We also
introduced ‘commercial passports’ that provide insight into what services we provide to each client,
the regions where we serve them and who is involved (our virtual client team). In this way we can
better support clients in their business activities with relevant advice, data-driven insights and
customised, integrated solutions, ultimately saving them time, money and frustration.

This, along with our strategic review and new organisational structure all contributed to further
simplifying and digitalising the wholesale organisation. As part of our restructuring, we brought
together various client trading activities scattered across Financial Markets into one team to
improve the client experience and offer consistent products and one client approach everywhere.

When it comes to experience, clients want data-driven insights, sector knowledge and easy-to-use
products and tools. We can use our analytics capabilities to tailor our advice for clients and
enhance our daily banking services to better meet their business needs. These include payments
and cash management, working capital solutions, trade finance, overdrafts and risk-mitigating
services like derivatives. Our focus is on standardising these services across the network and
offering proven and relevant solutions through clients’ preferred channels, while also moving to
open banking platforms.


https://npsbenchmarks.com/industry/financial-services/banking
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Knowing our customers

Data is an important asset that helps us improve the customer experience and earn the
strategically important primary relationship. We rely on data to understand what customers want
and need. We use these insights to personalise our interactions with customers and empower
them to make their own financial decisions. We also strive to protect customer data and privacy in
line with the new European regulations (see ‘Open banking’ section below).

Our customer-facing platforms offer multiple touch points to interact with customers and collect
data that we use to define customer journeys; for example when and where they choose to do
their banking, the device they use and the services they prefer. We test these insights with
feedback from customers to continuously improve our services. For example, we halved the
number of fields clients have to fill out when opening an international account after they told us
that that filling out separate forms for each country was too time-consuming.

One of the challenges of our international client base is that we may provide one client with many
different products to different legal entities of the same company in different countries. This
increases the complexity of coordinating due diligence in a consistent way without inconveniencing
the client with duplicate requests for information.

It is vital that we know our customers from a requlatory and risk perspective. As a bank we have a
responsibility to comply with the rules and regulations that secure the integrity of our own
operations and that of the financial system. Not meeting these standards is unacceptable. It is
sincerely regrettable that serious shortcomings were identified in customer due diligence to
prevent financial economic crime at ING Netherlands in the period investigated (2010-2016). This
had a big impact in the form of a €775 million settlement agreement. It was a failure to meet the
standard of integrity that we set for ourselves - and more importantly - a failure to live up to the
expectations of our customers and society.
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We are committed to conducting our business with integrity and are taking robust and structural
measures to restore trust in ING. These measures aim to strengthen the way we manage
compliance risks and to improve compliance risk management across the bank. For more
information about these measures see the ‘Risk and capital management’ chapter.

Platform thinking

Banks are operating in a rapidly changing environment marked by new competitors, new customer
expectations, increased regulation and higher capital requirements. At the same time, persistent
low interest rates put pressure on our savings business model. We therefore have to find new ways
to be relevant to our customers. Open banking offers opportunities here. By partnering with others
or developing our own digital platforms, we can offer customers new and complementary services
that go beyond banking - and create new revenue streams for ING.

In February, ING acquired a 90 percent stake in Dutch digital real estate platform Makelaarsland,
which connects home buyers and sellers directly, without the need for a real-estate broker. We
teamed up with insurer AXA in June to offer customers personalised insurance services in a clear
and easy way via the ING mobile app. And we announced partnerships with SME lending platforms
FinCompare in Germany and Funding Options in the Netherlands, empowering small and medium-
sized businesses with more financing options than a conventional bank loan.

Also in June, we announced the expansion of our open banking platform Yolt to France and Italy.
Yolt is a smart money app that helps users to manage their personal finances with a one-stop
overview of their accounts at most major banks. It was launched in the UK in June 2017 and now
has more than 500,000 registered users.

Similarly, for our Wholesale Banking clients the Bank Mendes Gans (BMG) platform aggregates all
the business companies do with different banks, not just ING. In 2018, we added new functionalities
to the platform allowing clients to complete the KYC onboarding process online and arrange their
own automated transfers between accounts to better optimise their cash flow.
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On the Wholesale Banking side we invested €7.5 million in Cobase, an international multibank
platform that allows corporate clients to manage multiple bank accounts and arrange payments,
cash management and treasury services in one place. Since its commercial launch it has
accelerated new clients and bank connections, attracting more than 10 beta clients in its first four
months, adding to its paying client base. Cobase was included in the CB Insights 2018 Fintech 250
list of the most promising fintech companies. And in January, we acquired 75 percent of
international payments platform Payvision, which facilitates more than 80 payment methods in
150 currencies, giving corporate customers more options for making international payments. This
is an important step towards becoming the preferred platform for business customers and
strengthens ING's digital payments business, especially in e-commerce. In addition, we are
teaming up with fintechs to develop open-source blockchain-based platforms that will disrupt
banking as we know it (see Blockchain section below).

Open banking

In January 2018, the second Payment Services Directive (PSD2) came into effect in Europe, opening
up the financial services space to non-banks. It gives consumers and businesses more choice about
which service provider they use to pay bills, make online purchases or analyse their spending. They
don't have to use their own bank anymore - but their bank is obliged to give third parties access to
their customers’ accounts to facilitate the payments.

At the same time, banks have a duty of care - and a legal obligation - to protect their customers’
privacy under the General Data Protection Regulation (GDPR), which came into force in Europe
May. In 2018, ING updated its privacy statement globally, empowering customers to take control of
their own data in line with GDPR. It lets people choose what information they share and with
whom. Although GDPR should have created a level playing field across the EU, we've noticed this is
not necessarily the case. Local interpretations of the laws in different countries and their differing
views on privacy and cybersecurity have made it more challenging to apply one global policy.
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Improving the customer experience

Throughout 2018 we continued to empower our customers with better solutions and we innovated
for the future. To speed up the path to market for disruptive ideas that will benefit clients we also
partner with others (see the ‘Innovation and transformation’ chapter).

To improve the way retail customers contact us, we introduced Contact Centre 2.0. This is a cloud-
based platform that can switch between channels to give customers the same experience
whatever way they get in touch. It provides support by video chat, WhatsApp and telephone.
Launched in the Netherlands, Belgium and Czech Republic in 2018, it will be rolled out in a further
12 countries by the end of 2020.

ING Global Index Portfolios is a new low-cost and easy-to-use investment product that gives
customers an alternative to savings accounts. Developed jointly in the Netherlands, Austria,
Germany, Belgium and Luxembourg, it expands our retail offering in these markets.

To help Wholesale Banking clients stay a step ahead we implemented our new Strategic
Proposition Opportunity Tool (SPOT) in June. Using real-time data and self-adjusting algorithms, it
identifies potential business opportunities for clients in areas such as debt and equity capital
markets, mergers and acquisitions, capital structuring and working capital solutions. With these
data-driven insights we can enhance our advisory value proposition.

Another data-driven tool is Katana Lens, which we introduced in October 2018. It uses predictive
analytics to help bond investors find and compare interesting trades. It was co-created with Dutch
pension fund PGGM and is the second Katana tool developed by ING. The first was for bond traders.
Initial results show faster pricing decisions for 90 percent of trades and a 25 percent reduction in
trading costs.
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We partnered with Italian fintech Axyon to bring the power of artificial intelligence to the
syndicated loans market. The SynFinance platform uses an algorithm to predict investor
participation in a pending syndicated loan.

Another service for Wholesale Banking clients is Covenant Monitoring, which uses scanning and
natural language processing to track loan performance. This has been introduced globally across
Wholesale Banking.

To help buildings become more energy-efficient, ING Real Estate Finance introduced the ING
Energy Robot in June. The next step on from the digital online sustainability scan tool launched in
2016, the Energy Robot can identify up to 15 percent of energy-saving opportunities. It uses
algorithms linked to a ‘smart’ energy meter to detect when energy is being wasted in a building
(e.g. lights left on after hours). With some 30,000 buildings in our Dutch Real Estate Finance
portfolio, this could save up to €30 million in energy costs and 92,000 tonnes of CO, emissions
annually in the Netherlands alone.

Blockchain

Distributed ledger technologies are disrupting the financial industry, making traditional paper-
based processes more efficient and secure. ING contributes to the evolution of this nascent
technology both by working with partners like the R3 consortium and Enterprise Ethereum Alliance
and through our own in-house research. This approach led to a number of blockchain
breakthroughs in 2018.

These included one of the first legally binding securities lending transactions on a blockchain with
fintech HQLAX. HQLAX used R3's Corda open-source blockchain platform to swap baskets of
securities worth €25 million between ING and Credit Suisse. This solution enables financial
institutions to manage their buffers of high-quality liquid assets more efficiently, for example for
requlatory purposes, and helps market participants redistribute liquidity more efficiently.
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Building on the success of ING's Easy Trading Connect platform, which demonstrated the potential
of blockchain to revolutionise energy and soft commaodities trading, is komgo. Launched in Geneva
in 2018, it digitalises the processes involved in the financing of commodity trades, such as know
your customer and letters of credit, making them simpler and more trustworthy. Originating in ING
Labs, we are one of 15 partners involved in its development.

In November, ING and HSBC conducted a second successful live trade finance transaction on the
Voltron blockchain platform, which is built on R3’s Corda platform. The transaction covered a
polymers shipment from India to Peru and was completed in just 24 hours compared to the
standard five to 10 days. It followed the pilot in May with agrifood trading giant Cargill.

In October, we open-sourced our zero-knowledge set membership (ZKSM) solution to tackle the
challenge of privacy on the blockchain. ZKSM allows alphanumeric data to be shared without
identifying personal details. So for example, it can validate that someone lives in a European Union
country without revealing which one, or that a new mortgage applicant’s salary falls within a
required range without revealing the exact figure.

To close the year, ING completed a live commercial paper transaction on a new euro debt
application, built on R3's Corda platform. We participated as the dealer and escrow agent in the
issuance of €100,000 notional with a one-day maturity, together with Natixis, Rabobank and
Commerzbank.

Responsible finance

ING is committed to contributing to a low-carbon and self-reliant society, both through

our own efforts and by helping our clients to be more sustainable. As a bank, we make

the most impact through our financing, via the loans we provide to clients. This is why

we announced in September that we are steering our €600 billion lending portfolio

towards meeting the well-below two-degree goal of the Paris Climate Agreement. Our strategy to
get there is called the Terra approach.
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To help us accurately measure our portfolio we co-developed a measurement approach with the 2°

Investing Initiative, a global think tank developing climate metrics in financial markets. It looks at
the technology shift that's needed across certain sectors to slow global warming and then
measures this against the actual technology clients are using - or plan on using in the future. This
is where financing comes in - and ING can have an impact. The measurement approach uses
science-based scenarios developed by independent organisations like the International Energy
Agency to tell us what needs to shift, by how much and by when.

This approach is easier for clients too, as they won't be required to provide any additional data
themselves - we draw client data from global databases that track public and private companies
worldwide in the sectors with the biggest influence on greenhouse gas emissions. These include
energy (oil & gas, renewables and conventional power), automotive, shipping & aviation, steel,
cement, residential homes (mortgages) and commercial real estate.

Each sector requires a custom approach. For some sectors this still needs to be refined further. ING
is working on this. We're also working on bringing other banks on board in the belief that an
industry-wide standard will increase transparency and be more effective. In December 2018, the
global banks BBVA, BNP Paribas, Société Générale, and Standard Chartered joined ING in
committing to align their loan portfolios with global climate goals using a similar approach.

Fighting climate change

The Terra approach is complemented by the other ways we work to combat climate change. We
have committed to reducing our thermal coal exposure (www.ing.com/18ar008) to close to zero by
2025 and aim to double our Climate Finance portfolio by 2022 compared to 2017. We'll do this by
funding projects that advance renewable energy, energy efficiency and the circular economy.
We've also committed to doubling Social Impact financing for projects that lead to affordable
housing, or improved infrastructure, for example, and to double lending to environmental, social
and governance (ESG) industry leaders, all by 2022 compared to 2017.
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We were well on track in 2018. Climate Finance rose 13 percent to €16.5 billion, Social Impact
financing was 66% higher at €775 million and lending to industry ESG leaders grew by 29% to €7.1
billion. Read more in the ‘Non-financial appendix’.

In 2018, we financed the first offshore wind farm in Asia, which will help Taiwan reduce its reliance
on coal and nuclear power, and we helped refinance Italy’s largest solar panels operator. In Austria,
ING was the only bank invited to advise the Austrian government on developing a more active
green-finance market. And in November, ING's second-ever own green bonds issue raised €2.6
billion to fund a portfolio of green loans for renewable energy and green buildings.

That said, we do still finance clients in the oil and gas industry. ING has already taken a big step in
committing to zero exposure to thermal coal - the most polluting fossil fuel. But the world still
relies on fossil fuels for power because as yet there’s not enough renewable energy being
generated to meet the global demand. Nor is there an affordable and efficient way for storing it.
This is both a challenge to find the right balance between stopping financing for certain things and
increasing finance to others; and an opportunity for us to enter into strategic dialogues with clients
to influence change. We talk about the challenges they face and help them identify ways to
address these.

Deepening our commitment to responsible finance, we introduced a made-to-measure
sustainability improvement loan. It links the interest rate of the loan directly to the borrower's
own sustainability targets rather than to an external rating (as was the case with the sustainable
Philips loan we pioneered in 2017) and considers their overall ESG (environmental, social and
governance) performance. We issued several of these loans in 2018, including to recycling
company Renewi, nutrition and diversified chemicals company Royal DSM and real-estate
company Gecina. The Gecina transaction was named bank loan of the year in 2018 by Property
Investor Europe, the first time it's been awarded to a sustainable loan in the Real Estate Finance
sector.


https://www.ing.com/Newsroom/All-news/ING-further-sharpens-coal-policy-to-support-transition-to-low-carbon-economy.htm
https://www.ing.com/Newsroom/All-news/ING-further-sharpens-coal-policy-to-support-transition-to-low-carbon-economy.htm
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To help young companies active in areas such as the energy transition, circular economy and
water, ING launched Sustainable Investments in January 2018. With this we committed €100
million to support scale-ups that don't yet fulfil the criteria for all-in senior financing. The first
recipients include Exasun, maker of solar roof tiles, and Black Bear Carbon, which recycles old tyres
into smartphone covers and pen ink.

And, as almost half of our loan book consists of mortgages, we announced that we are taking
action to make our mortgage portfolio energy-positive. This means the homes in this portfolio will
collectively produce more energy than they consume. To this end, we are developing retail
products, tools and services to help homeowners make their houses more sustainable. As houses
generally account for about 20 percent of CO, emissions, we believe this could have a meaningful
impact in the fight against climate change. At the same time it will help our customers to lower
their CO; footprint and energy bill. We will start in our three biggest markets in the Netherlands,
Belgium and Germany in early 2019. While we already provide ‘green’ mortgages in Germany
through development bank KfW, customers can use the new products to finance solar panels, for
example, or insulate their homes. To help raise awareness, consumers in the Netherlands can check
the energy profile of their homes on our website and see the options and financing available to
improve this.

Alongside the growing number of green loans and bonds, ING marked a significant first in
November 2018 with Asia’s first social-covered bond. The proceeds of the €500 million bond will be
used by the Korea Housing Finance Corporation to extend accessibility to affordable housing in
South Korea.

To take sustainable finance further in the business we have set up regional Sustainable Finance
teams in the Americas and Asia to support our clients in these regions. In October, ING hosted two
sector-specific sustainability panels in New York. The first addressed the ‘greening’ of America’s
data centres with representatives from several major tech companies. The second focused on the
aviation industry.
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Sustainable assets under management

We can help our customers accelerate the transition to a sustainable world through sustainable
investing. ING provides investment solutions that have a positive impact on society and the
environment.

In 2018, ING signed up to the United Nations Principles for Responsible Investment, committing us
to incorporate environmental, social and corporate governance issues into our investment
decisions, policies and processes.

ING offers responsible investment solutions to clients in Belgium, Luxembourg, Germany and the
Netherlands. Sustainable assets under management (SAuM) can be dedicated portfolios,
structured products or investment funds, and cover all asset classes. In 2018, we developed one
overall ING approach and strategy covering dedicated portfolios, structured products and
investment funds in all asset classes.

We see a growing demand and opportunity for sustainable investment in the market and have an
ambition to grow our sustainable assets under management (SAuM), which were €6.3 billion at the
end of 2018 (2017: €4.8 billion.) This represents five percent of ING's total assets under
management.

Read more about sustainable assets under management in the ‘Non-financial appendix’.

Self-reliant society

We believe empowering people to become financially self-reliant contributes to a healthy
economy and helps drive social progress. This means equipping people to make financial decisions
now and in the future.
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In addition to clear and easy products and services, it's about providing people with the right
information and tools to be financially self-sufficient. This could be financial loans, such as
microfinance for SME clients in Turkey, as well as education and research. In line with ING's own
digital ambitions, ING in Turkey extended its financial literacy programme to promote science and
maths at school, encouraging youngsters to innovate and become digitally savvy.

Local empowerment initiatives include the Schuldenlab in the Netherlands, which brings together
government, business and NGOs to address problematic debt, a growing social problem affecting
1.4 million Dutch households. ING in the Netherlands also supports the Jongeren Perspectief Fonds
(Youth Perspective Fund) to help young people get out of debt, and Hack your Future, which trains
refugees as software developers. Through websites such as Italy's VoceArancio and
CommunityArancio (over 23,000 members), and Aktion pro Aktie in Germany, we provide tools to
help customers make informed decisions, while in Belgium we offer tools such as an audible card
reader help to make banking accessible to everyone.

ING's YouTube channel became the fifth brand in Poland to reach more than 100 million views. Its
latest series ‘Straight on the money’, in cooperation with Google, provides straightforward answers
to the money questions Polish people most commonly search for online. The videos were watched
1.6 million times in the first five months and helped the channel to attract over 100,000
subscribers.

During Global Money Week in March, colleagues around the world volunteered to return to the
classroom to teach children about money matters. A social media campaign in Belgium and the
Netherlands in 2018 sought to engage youth to think about their financial future, while in Australia
the Orange Everyday Youth account empowers teens to take control of their money. As a result of
our financial empowerment interactions, 25 million people (65 percent of our customer base) felt
financially empowered in 2018. In 2017, this was 25.4 million or 68 percent. Our ambition for 2022
is to for 32 million customers to feel financially empowered by ING (changed from 34 million due
to changes in our customer base and updated forecast figures). ®

ING Group Annual Report 2018

Consolidated annual accounts

Parent company annual accounts Other information Appendices

In a broader social context, ING again renewed its partnership with UNICEF's Power for Youth to
equip young adults in less-developed countries with financial knowledge and 21 century skills to
build a brighter future. The partnership reached 427,000 young people in 2018. To further empower
youth for a better future, ING joined the United Nation’s Generation Unlimited partnership in 2018.
Its aim is for every young person (and especially girls) to be in education, training or employment
by 2030. The partnership provides mentorship and funding to put young people at the forefront of
change. ING CEO Ralph Hamers is a member of the board of Generation Unlimited.

Think Forward Initiative

Surveys in recent years show that 42 percent of households in Europe struggle to make ends
meet. The Think Forward Initiative (TFI) is a community of experts that investigates people’s
money choices and what influences their financial decisions. It uses data-driven research with a
focus on behavioural economics to learn more about people’s decision-making habits and
uncover actionable insights. Those insights can help change their behaviour and ultimately
improve their financial well-being. Core sponsors include ING, Deloitte, Del/EMC, Dimension Data,
Amazon and the Centre for Economic Policy Research. In 2018, it delivered 11 short-term
research projects that should ideally lead to new business endeavours via the TFl accelerator
hub, or inspire behavioural change to improve financial wellbeing via the Community hub. It also
received 92 submissions for long-term projects and commissioned five of these. Through the TFI
accelerator hub it partners with start-ups and scale-ups to develop new solutions to help people
make better financial decisions.


https://vocearancio.ingdirect.it/
https://community.ingdirect.it/
http://www.aktion-pro-aktie.de/
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Performance in 2018

Retail Banking

Retail Banking recorded a solid set of 2018 results. Net profit rose 2.6 percent to €3,452 million from
€3,363 million in 2017. There were no special items excluded from the underlying results in both
years. The underlying result before tax increased 2.5 percent to €4,841 million in 2018.

The improvement in pre-tax result was mainly attributable to higher income, which more than
offset a slight increase in expenses and higher risk costs. Underlying income rose 2.3 percent,
primarily driven by higher income in the Retail Challengers & Growth Markets (supported by
continued volume growth and a bigger retail customer base), partly offset by a decline in Retail
Belgium due to margin pressure and lower income from investment and financial markets
products. Total customer lending increased by €12.0 billion to €408.4 billion compared with the
opening balance sheet as of 1 January 2018. Adjusted for currency impacts and excluding Bank
Treasury and the WestlandUtrecht Bank (WUB) run-off portfolio, net growth in Retail’s core lending
book was €22.0 billion. Net customer deposits (also excluding Bank Treasury and currency impacts)
grew by €20.1 billion in 2018.

Underlying operating expenses increased 1.3 percent compared with 2017. Excluding regulatory
costs, expenses were up 1.2 percent, mainly related to strategic projects and selective business
growth in the Retail Challengers & Growth Markets, and higher external staff expenses in Retail
Belgium. These increases were partly offset by lower expenses in Retail Netherlands supported by
the benefits from the ongoing cost-saving programmes. The underlying cost/income ratio
improved to 56.3 percent from 56.9 percent in 2017.

Risk costs rose to €457 million, or 29 basis points of average risk-weighted assets, from €391 million
in 2017, reflecting higher risk costs in Retail Belgium and the Retail Other Challengers & Growth
Markets, while Retail Netherlands and Retail Germany recorded net releases from loan loss
provisions.
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Market Leaders

Retail Netherlands

The underlying result before tax of Retail Netherlands rose 4.4 percent to €2,342 million from
€2,243 million in 2017. This was mainly due to lower risk costs and benefits from the ongoing cost-
saving programmes.

Underlying income rose 0.2 percent to €4,476 million. The interest result was 3.4 percent lower,
mainly caused by margin pressure on savings and current accounts, and a decline in the average
lending volumes, partly offset by higher margins on mortgages. Net core lending (excluding the
WUB run-off portfolio and Bank Treasury-related products) grew by €1.9 billion as from 1 January
2018, of which €0.8 billion in mortgages and €1.1 billion in other lending. Net growth in customer
deposits (excluding Bank Treasury) was €3.5 billion in 2018. Net fee and commission income rose
by €53 million, or 8.8 percent, primarily due to higher daily banking fees. Investment and other
income rose by €78 million, mainly attributable to higher allocated Bank Treasury revenues.

Underlying operating expenses declined 2.1 percent on 2017, mainly driven by the benefits from
the ongoing cost-saving initiatives and lower expenses for legal claims.

Risk costs turned to a net release of €31 million, or -6 basis points of average risk-weighted assets,
from a net addition of €13 million in 2017, reflecting the continued positive macroeconomic
conditions in the Netherlands.

Retail Belgium
Retail Belgium includes ING in Luxembourg.

The underlying result before tax of Retail Belgium fell 24.2 percent to €595 million in 2018,
compared with €785 million in 2017. The decline reflects lower income, higher expenses and an
increase in risk costs.
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Underlying income decreased to €2,369 million from €2,473 million in 2017. The interest result
declined 0.7 percent to €1,830 million, mainly due to margin pressure on most products, in part
offset by volume growth in the lending portfolio as well as current accounts. The net production in
customer lending (excluding Bank Treasury and the sale of a mortgage portfolio) was €6.1 billion, of
which €2.2 billion was in mortgages and €3.9 billion in other lending. The net inflow in customer
deposits was €3.0 billion in 2018. Net fee and commission income decreased 9.1 percent, mainly
due to lower fee income on investment products. Investment and other income fell by €55 million,
mainly due to lower income from financial markets products.

Operating expenses rose by €26 million, or 1.6 percent, to €1,610 million, mainly due to higher
external staff expenses related to the transformation programmes and the successful integration
of Record Bank into ING Belgium.

Risk costs increased by €60 million to € 164 million, or 44 basis points of risk-weighted assets, from
€104 million, or 30 basis points of risk-weighted assets, in 2017. The increase was primarily in
business lending.

Challengers & Growth Markets
Retail Germany
Retail Germany includes ING in Austria.

The underlying result before tax increased 11.9 percent to €972 million, compared with €869
million in 2017, mainly due to higher income and a higher net release in risk costs.

Underlying income increased 4.3 percent to €1,972 million in 2018 from €1,891 million a year ago.
Net interest income declined 1.9 percent reflecting margin compression on mortgages and current
accounts, and lower Bank Treasury-related interest income. This was only partly offset by higher
margins on savings and deposits and volume growth in most products. Net core lending growth,
which excludes Bank Treasury products, was €4.4 billion in 2018, of which €3.6 billion was in
mortgages and €0.8 billion in consumer lending. Net inflow in customer deposits (excluding Bank
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Treasury) was €5.0 billion, mainly driven by a promotional savings campaign in the fourth quarter
of 2018. Net fee and commission income rose 4.7 percent, due to higher fee income on investment
products and an improvement in fees on current accounts. Investment and other income rose to
€76 million, mainly due to improved hedge ineffectiveness results from Bank Treasury.

Operating expenses declined 0.5 percent to €1,027 million from €1,032 million in 2017. This
decrease was mainly caused by lower regulatory costs and a decline in marketing expenses, partly
offset by higher costs to support business growth and a restructuring provision in 2018.

Risk costs were €-27 million in 2018, compared with €-10 million in 2017, reflecting a benign credit
environment in the German market and a review of the consumer lending portfolio.

Retail Other

Retail Other consists of the other Challenger countries & Growth Markets, including the stakes in
Asia.

Retail Other's underlying result before tax increased 13.0 percent to €932 million in 2018, from
€825 million in 2017. This was mainly due to higher income, partly offset by increased expenses
and higher risk costs.

Total underlying income rose by €287 million, or 9.5 percent, to €3,315 million. This increase was
driven by continued strong commercial results across most countries, reflecting customer growth
and higher volumes. Net interest income rose 10.4 percent to €2,690 million, reflecting sustainable
growth in lending and customer deposits volumes and an improved total interest margin. The net
production (excluding currency effects and Bank Treasury) in customer lending was €9.6 billion, of
which €6.4 billion was in mortgages and €3.2 billion in other lending (mainly consumer loans). Net
customer deposits grew by €8.6 billion in 2018. Net commission and fee income rose 2.9 percent
driven by increases in most countries, partly offset by a decline in Turkey. Investment and other
income increased by €23 million, mainly due to a higher dividend from Bank of Beijing and a higher
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profit contribution from ING Bank’s 25% stake in TMB (which was mainly driven by one-offs), while
previous year included a gain on the sale of MasterCard shares in Turkey.

Operating expenses increased by €114 million, or 5.9 percent, to €2,033 million. This increase was,
next to higher regulatory costs, mainly due to higher staff expenses in most counties to support
commercial growth and higher investments in strategic projects.

Risk costs were € 350 million, or 71 basis points of average risk-weighted assets, compared with
€284 million, or 58 basis points, in 2017. The increase was mainly attributable to higher risk costs in
Italy, Romania and Poland, while risk costs in Turkey remained on the same high level as in 2017.

Wholesale Banking

Wholesale Banking posted good 2018 results, supported by continued net core lending growth and
despite the difficult financial markets the whole industry faced. The net result rose to €2,055 million
from €1,950 million in 2017, this was primarily due to a lower effective tax rate supported by the
impact of the corporate tax reforms in Belgium and the US. There were no special items excluded
from the underlying results in both years. The underlying result before tax was €2,755 million,
down 3.2 percent from 2017, as higher results in Industry Lending were more than offset by lower
results in Financial Markets and Bank Treasury & Other.

Industry Lending posted an underlying result before tax of €2,091 million, up 6.4 percent compared
with 2017, primarily due to volume growth, partly offset by some pressure on margins. The 2018
result furthermore included a €66 million gain related to an equity-linked bond in Belgium. The
underlying result before tax from General Lending & Transaction Services remained unchanged at
€751 million. Higher income, supported by volume growth in General Lending and the inclusion of
Payvision as from the second quarter of 2018, was offset by increased expenses (partly due to
payment innovation initiatives and higher regulatory costs) and slightly higher risk costs.

ING Group Annual Report 2018

Consolidated annual accounts

51

Parent company annual accounts Other information Appendices

Financial Markets recorded an underlying result before tax of €-40 million compared with €82
million in 2017. The drop in result was caused by lower income, which was impacted by lower client
activity and challenging global market conditions, partly offset by a modest decline in expenses.
The underlying result before tax of Bank Treasury & Other fell to a loss of €47 million compared
with a gain of €47 million in 2017. This was mainly due to lower results in the run-off businesses
(including a €123 million loss recorded in the fourth quarter of 2018 on the intended sale of an
ltalian lease run-off portfolio, while 2017 included a €97 million gain on the sale of an equity stake
in the real estate run-off portfolio), partly offset by lower expenses for litigation issues.

Total underlying income of Wholesale Banking fell 2.4 percent to €5,781 million compared with
2017, mainly reflecting lower revenues in Financial Markets and the loss on the intended sale of an
ltalian lease run-off portfolio. Wholesale Banking’s net core lending book (adjusted for currency
impacts, and excluding Bank Treasury and the Lease run-off portfolio) grew by €14.5 billion in 2018.
Net customer deposits (excluding currency impacts and Bank Treasury) shrank by €0.8 billion. The
interest result rose 1.3 percent on 2017, whereas net fee and commission income increased 4.8
percent (supported by the inclusion of Payvision). Investment and other income fell by €246 million;
this was almost fully attributable to the aforementioned one-off results in the lease and real estate
run-off businesses. Underlying operating expenses increased 1.2 percent to €2,826 million due to
higher regulatory costs. Expenses excluding reqgulatory costs were stable, mainly reflecting lower
performance-related expenses and strict cost control, and despite the inclusion of Payvision. The
underlying cost/income ratio increased to 48.9 percent from 47.1 percent in 2017.

Risk costs declined to €200 million, or 13 basis points of average risk-weighted assets, from €284
million, or 19 basis points in 2017. The relatively low risk costs in 2018 were supported by several
larger net releases for clients and only a few larger new additions. On top of that, risk costs for the
ltalian lease run-off portfolio were significantly lower than in the previous year.



tb Our ambition is to make komgo
an industry standard

“The potential of blockchain to transform commmaodities trading is clear with the success
of komgo, an open platform that replaces traditional paper-based administration to
make trade finance more secure.

“The time spent on processing documents and data can be reduced up to fivefold.
Komgo radically simplifies and accelerates trade financing across the industry while
also increasing its reliability and accessibility. | feel I'm contributing to the new way of
doing commodities trade finance, which is exhilarating!

“Komgo follows a number of successful blockchain experiments in energy and soft
commodities trading: two blockchain-based proofs of concept tested on ING's Easy
Trading Connect platform and Vakt, - another blockchain-based platform that
digitalises energy transactions through the full trade cycle to final settlement. | believe
a large part of our commodities trade finance business will ultimately be processed on
interconnected platforms. Our ambition is for komgo to become one of these.

“Komgo's 15 shareholders include: ABN Amro, BNP Paribas, Citi, Crédit Agricole, Gunvor,
ING, Koch Supply & Trading, Macquarie, Mercuria, MUFG Bank, Natixis, Rabobank, Shell,
SGS and Société Générale. That's a rather unique set-up for a banking platform.”
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Our people

ING’s workforce is evolving to keep pace with the capabilities
needed to accelerate our Think Forward strategy in the fast-
changing digital world. We strive to build the engagement and
capabilities of our employees to deliver on our purpose, which is to
empower people to stay a step ahead in life and in business.

While traditional banking capabilities remain important, we also need to strengthen our
competencies around customer intelligence and data.

Orange Code

Creating a differentiating experience starts with ING's culture: entrepreneurial, open, collaborative,
innovative and energetic. Our customers trust us with their money and their information. Keeping
this safe and maintaining this trust are crucial. Not complying with applicable laws, regulations and
standards has far-reaching consequences. We saw this in 2018, when we reached a settlement
with the Dutch authorities in connection with serious shortcomings in the execution of customer
due diligence requirements to prevent financial economic crime at ING in the Netherlands in the
period investigated (2010-2016).

We are committed to conducting our business with integrity. We are guided in this by the values
and behaviours in our Orange Code, which puts integrity above all.

The ING values are: we are honest, responsible and prudent. It is our policy not to ignore, tolerate or
excuse any behaviour that is not in line with our Orange Code values. Doing so damages our
reputation and erodes the public's confidence.
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The ING behaviours that differentiate us are: we take things on and make them happen, we help
others to be successful and we are always a step ahead. Our behaviours are the commitments we
make to each other and the standards by which we measure each other's performance. That's why
they are included as part of the performance management process.

Each and every one of our more than 54,000 employees has a responsibility to live up to the
Orange Code.

All new joiners are introduced to the Orange Code through an e-learning that explains ING's culture,
way of working and what we expect from our employees. There is also a global dilemma model to
help employees make balanced decisions in line with ING's Orange Code values and behaviours.

Business ethics and risk culture

Our values should be core to every ING employee to ensure we are a bank people can trust and
that we can be proud of. That's why we are putting in place a programme of structural
improvements with regards to our policies, tooling, monitoring, governance and mind-set. One of
these measures is the ‘i for integrity’ programme. Already started in the Netherlands and Belgium,
we plan to roll this concept out globally in 2019 (see box out below).

All our employees in the Netherlands are required to take the Banker's Oath, committing to
maintain high standards of ethical behaviour.

We also invite all employees worldwide to participate in our Promoting Integrity Programme (PIP).
This global e-learning programme dives into dilemmas and issues that employees might face and

aims to equip them to take the right decisions. We will revisit the set-up of the programme in 2019.

PIP topics covered in 2018 included data and dilemma management.
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In addition to the PIP modules, all employees were invited to participate in an online module to
enhance their awareness of know your customer (KYC). And there was a global e-learning on
whistleblowing.

We understand it is not always easy for people to speak up when they encounter unacceptable
behaviour in the workplace. That is why we have multiple ways for employees to raise their
concerns, also anonymously. One of these is whistleblowing. See more about our Whistleblower
Policy in the ‘Risk and capital management’ chapter.

When it comes to recognising and managing dilemsnmas we have a global approach based on the
values and behaviours in our Orange Code. This guides employees and managers in their decision-
making. Given the increasing use of data to drive our decision-making we established Data Ethics
Councils globally and locally with the aim of aligning our data-related decisions and ethical
dilemmmas with the Orange Code.

After the summer of 2018 we set up a new expertise centre to identify, assess and mitigate
behaviours within our organisation that could negatively impact ING's reputation and performance.
Read more in the ‘Risk and capital management’ chapter.

‘| for integrity’

In the Netherlands and Belgium we initiated an approach in 2018 aimed at strengthening ING's
compliance culture and further embedding integrity. The approach focused on raising
awareness and equipping employees to make balanced decisions when facing dilemmas at
work, to comply with all applicable laws, standards and regulations, and to act with integrity
always. One of its elements is a simulation exercise for compliance dilemmmas, a creative way of
getting serious messages across..
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Performance management v

We have a comprehensive performance management practice in place, which also assesses
employees against the Orange Code behaviours. Our new global Step Up performance |
management practice focuses on managing performance on a continuous basis. It includes
‘continuous conversations’ between managers and individuals that are meaningful, powerful and
immediate. It also introduces a consistent process with emphasis on fewer, more challenging
‘stretch ambitions’ that encourage employees to perform at their best.

The majority of ING employees were assessed according to the new process in 2018, with the full
roll-out expected to be completed in 2020.

We further enhanced our feedback culture with a new continuous listening approach. We now
carry out quarterly surveys among a proportion of employees to test the pulse of the organisation
more frequently. In addition, we conduct a more detailed all-employee survey in the second half of
each year. It focuses one year on employee engagement - the Winning Performance Culture (WPC)
survey - and the next on organisational health. This all-encompassing approach allows us to
identify issues more quickly and address them faster, thereby aiming to deepen employee
engagement and enhance performance.

We believe there are strong links between employee engagement, customer engagement and
business performance. This is why we continually improve our performance culture by creating a
differentiating employee experience and enhancing the capabilities of our leaders.

The 2018 WPC survey for all employees found global engagement decreased to 71 from 77 in 2016.
Although we are going through a sustained period of change, this is a clear message from
employees that the Management Board takes very seriously. The survey also shows pockets of real
improvement in several business units and a global willingness to go beyond what's needed to help
ING succeed. As in previous years the response rate was high, with 71 percent of employees
sharing their views.

ING Group Annual Report 2018 55



Contents Report of the Executive Board Corporate governance

> Qur people

The outcomes of the survey have been communicated to management for input into local and
global action plans to address employee feedback.

Developing leadership

From a people perspective, our vision is to develop capabilities and engagement to deliver on our
purpose and strategy. We do this by focusing on delivering a great employee experience and by
stepping up our leadership and management capabilities.

The Think Forward Leadership Programme (TFLP) aims to develop greater leaders and better
managers who can engage staff and enhance team performance. The first phase of the
programme was introduced in 2017, initially to senior leaders. It focused on the Orange Code,
individual purpose and the Think Forward strategy. In 2018 it was extended to people managers
globally as the TFL Experience (TFLE), a four-day programme with follow-up learning activities.

A total of 4,100 leaders and managers have so far participated in TFLP and TFLE. This includes
almost all top-level management and almost 60 percent of people managers. We launched Phase
2 in 2018 for our senior leaders, focusing on sustained performance, talent management and
performance transparency. The programme was recognised externally by Learning Technologies
magazine with a Silver Award for the Best use of Blended Learning - International.

Furthermore, ING has an International Talent Programme that selects and develops top graduates
with high growth potential. In 2018, we recruited 163 trainees from 16 countries/regions. Retention
rates are high, with around 80 percent of the participants in the 2014 programme still at ING.

Training
To ensure our people have the right capabilities to stay a step ahead we allocate a budget for
employee training. In 2018, we spent €87 million to help employees become the best they can be.
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Employees take personal responsibility for their own development. We provide a wide range of
local and global training programmes to help them develop both professionally and personally.

In line with our digital ambitions, we are piloting a learning platform where subject experts can
recommend and share knowledge and ensure our people continuously upgrade their skills and
learn new ones in a virtual environment.

Digitalisation and the changing organisation

Like all companies, we need to plan our resources carefully to meet our future needs. This includes
finding ways to make operational processes more efficient and effective. It could mean digitalising
or automating processes, restructuring activities to meet our business requirements, transferring
certain activities to shared services centres, for example in Bratislava or Bucharest, or outsourcing
others to third parties. In some instances this could lead to certain jobs changing, relocating or
becoming redundant.

These decisions are made with care and consideration and with a full risk-assessment process.
When employees are impacted by the changes, we are committed to treating them with respect
and care. We aim to help them develop their skills to find new job opportunities inside and outside
ING. To facilitate this we have a variety of local schemes in place, such as a comprehensive social
plan and mobility centre in the Netherlands.

One of the challenges ING faces is finding, attracting and retaining people with the skills we need to
build a digital, data-driven bank. A large proportion (more than half) of vacancies at ING are
currently related to data or technology skills, and this is expected to grow in the coming years.
However, these skills are highly sought after and competition for this talent is fierce.

To help us recruit new talent we took steps in 2018 to upgrade our careers site and introduce a
global approach. This includes further developing the global employer brand and introducing
targeted cross-border sourcing to find suitable candidates for more difficult-to-fill profiles.


https://www.learningtechnologies.co.uk/learning-technologies-awards-winners-2018
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At the same time, to enhance the well-being of our employees and improve the way HR serves the
business, we are introducing a new people services organisation. This includes rolling out one global
HR system and one standard set of people processes. We are also developing our people analytics
and intelligence capabilities using data to aid business performance and create a differentiating
employee experience.

Data provides valuable insights that help us to better understand and respond to both business and
employee needs. Naturally, our employees expect us to keep their data safe and comply with the
new data privacy rules introduced in Europe in 2018 (GDPR). To this end, we updated our employee
privacy statement in 2018 and empowered them to take control of their own data.

To facilitate the bank’s digital transformation and respond faster to changing customer needs we
are introducing one Way of Working (WoW) across ING, which organises employees to work in
multi-disciplinary, cross-functional ‘squads’. We have also started redesigning our office spaces to
encourage collaboration, flexibility and teamwork. For more information about WoW and how we
help employees to adapt to it, see the ‘Innovation and transformation’ chapter.

Turkey prepares for data-driven future

Data science can be a real game-changer for ING. To accelerate in this area, we partnered with
Ozyegin University in Turkey to set up our own data science training and certification programme
for employees. Close to 600 people applied, of which 55 were selected to participate in the first
two training rounds. The one-year programme is a combination of online and classroom training
and will count towards a future degree should they continue their studies. The programme
reaffirms ING's commitment to a data-driven future by cultivating its own talent pool and
empowering employees to keep developing themselves professionally.
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Commitment to human rights

ING strives to respect people’s rights in accordance with the Universal Declaration of Human Rights.
We apply these and other principles, such as those of the UN Global Compact, UN Guiding Principles
for Business and Human Rights, International Labour Organisation and OECD Guidelines for
Multinational Enterprises throughout our operations. This includes the right to collective bargaining
and freedom of association.

We base our own human rights policy on these conventions. We seek to judge employees on their
merit and skills and without discrimination on race, age, sex, religion, ability or belief. We believe
that by respecting human rights and increasing our efforts in diversity, we are strengthening our
workforce and our business.

As part of this, we developed a framework to help us balance human rights in our operations.
Launched in February 2018, it helps guide our decisions on whether to maintain, start or expand
our activities in specific countries, as well as to protect employees from human rights risks in new
markets.

However, we are aware that there are still issues that require attention. In our first human rights
report, published in November 2018 on www.ing.com/18ar009, we outline a number of risks and
the steps we are taking to alleviate these. It also describes the human rights policies we've
implemented, the results of these and performance indicators. The report is one of the key
deliverables under the Dutch Sector Banking Agreement signed by ING and other Dutch banks in
October 2016. Two salient risks it identifies for our own workforce are discrimination (diversity and
inclusion) and work stress. See below for how we are addressing these two topics.

Diversity and inclusion

As a global company ING needs a workforce that reflects and understands the demographics we
serve in the various markets where we operate. Studies show that teams with a healthy mix of


https://www.ing.com/Newsroom/All-news/2018-Human-rights-report-ING-Groep-N.V.htm
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contrasting perspectives are more creative, more inventive and faster to adapt. When people feel
free to be themselves they perform better.

In 2018, we defined a new direction to promote a more diverse and inclusive workforce introducing
‘mixed teams’ and the 70 percent principle. This principle strives for 30 percent difference in team
make-up. Mixed teams include all types of diversity, both visible and less visible. Ultimately,
managers are responsible for building mixed teams by choosing the dimensions of diversity to
focus on while also being quided by the global 70 percent principle as far as possible. At the same
time, we will continue our efforts to make all people feel included whatever their background,
culture, experience, religion or sexuality.

Like many other financial organisations, getting the right mix of people remains a challenge in
parts of the business and there is more to be done to redress imbalances that still exist. Women in
leadership positions remained stable at 38 percent of managers (39 percent in 2017) and 30
percent of managers of managers (29 percent in 2017 and 2016). Initiatives to improve the gender
balance include having more female candidates on succession lists and more representative
decision panels and interviewers during the recruitment process.

Nevertheless, we continue to be recognised for our efforts in this area. In an independent gender-
equality report by Amsterdam-based interest group Equileap, ING ranks among the top 200
companies in the world and among the top five in the Netherlands. The 2018 report compared
more than 3,000 companies from 23 countries on a wide range of criteria around gender issues in
the workplace. It found the financial sector to be the strongest performer. Banks were the highest
performing group in any sector.

As part of our commitment to a diverse and inclusive organisation, our CEO Ralph Hamers signed
the United Nations’ Global Compact Women Empowerment Principles in 2018. We also supported
the UN Standards for Combatting LGBTI Discrimination in the Workplace. Our support of these
standards will continue to guide our approach and be a source of learning for our own practices to
combat discrimination and promote diversity and inclusion.
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Recognising our efforts and commitment to gender equality, Bloomberg included ING in its 2019
Gender-Equality Index (GEI).

Work stress

If not managed correctly, stress at work can lead to illness, absence and potentially a loss of
income. To mitigate this, ING has measures in place to promote a healthy work culture.

The health and safety departments in our business units provide resources to promote employee

well-being and help employees to manage stress. Support is tailored to local needs. Examples

include:

= Belgium: Coach & Care programme for employees in difficult situations.

= Poland: an internal website with tips on how to recognise and prevent burnout.

= Spain and Portugal: stress training and a psychological advisory service.

= Netherlands: the Work Energy Scan assesses individual and team wellbeing. Managers can use
the outcomes to plan remedial action to help their teams cope better with stress at work.

= Relaxation classes in various locations, yoga and help for employees to stop smoking.

Reasons for feeling stressed at work can include pressure to deliver from colleagues or managers, a
heavy workload or long hours.

Data collected in 2017 indicated rising sickness rates in some countries. We are working with our
data analytics specialists to identify the reasons for this. As yet, there is no global database
tracking sickness leave at ING as local laws in some countries don't allow us to collect this
information. We have introduced a uniform structured approach to measure sickness leave in five
countries and intend to extend this to more countries in the future. We are continuously working to
understand the causes of employee absenteeism and the links to stress, as well as looking for ways
to alleviate this.
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To help employees better manage their work-life balance we promote flexible working, have
company councillors available in many of our locations and provide reintegration support for
colleagues returning to work after an extended absence.

And part of Phase 2 of the Think Forward Leadership Programme, which focuses on sustained high
performance, is all about equipping managers and leaders to be healthy, manage stress and
improve their own performance. (For more about TFLP see the section ‘Developing leadership’
above).

External recognition

ING is recognised by the Top Employers Institute and Great Place to Work. In 2018, we retained Top
Employer status in Europe and in six individual countries: Belgium, France, Italy, Poland, Spain and
the United Kingdom. In Germany and Turkey, ING was ranked as a Great Place to Work. And in the
Netherlands, Elsevier business magazine named ING as the number one Best Employer in Financial
Services in its annual survey. ING was also named as one of the top five non-IT companies to work
for in the Netherlands on Computable magazine’s list of Best IT Workplaces. Similarly, in Poland we
were recognised by IDG Computerworld as an ‘Outstanding Place to Work in IT'.
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¢l One of the biggest challenges is
meeting customer expectations

“I'm working on Interhyp Home, a new personal mortgage platform for customers that
provides a digital home for all their mortgage-related documents and information. It
makes their life easier, for example; they can calculate various mortgage scenarios or
get personal advice. This empowers customers and makes them feel more secure about
their mortgage.

“Customers appreciate the easy way they can send documents via Interhyp Home.
Around 30,000 documents are uploaded a month, giving our mortgage advisors easy
digital access to them.

“ING-owned Interhyp has grown from one of the first European fintechs to a leader in
mortgage broking in Germany. I'm proud to be contributing to its future by developing
the next generation of digital products.

“As product owner, I'm responsible for bringing the vision of Interhyp Home to life. One
of the biggest challenges is meeting customer expectations. Although we are in close
contact with customers and constantly ask for feedback, it is not easy to translate the
information into working software. You have to listen carefully, ask the right questions,
draw conclusions and learn from mistakes.”

k\ ‘Dr Natalie Geigenberger

Interhyp

Product owner
Interhyp Home

Read full story @


http://www.ing.com/18ar062
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Risk and capital management

Risk and capital management focuses on maintaining our risk
profile within our risk appetite and strengthening our capital base.
It allows ING to grow a sustainable business while implementing
the Think Forward strategy. In a dynamic environment, ING
continually develops its risk and capital management to address
political and economic developments, changing customer
behaviour, increasing regulatory requirements, emerging
competitors and new technologies.

Capital developments at ING Group

After assessment of the impact of Basel IV and IFRS 9 on ING's capital and earnings, we have set
ING Group’s CET1 and ROE ambitions. The underlying ROE ambition of 10-12% applies to the current
average IFRS-EU shareholder’s equity, excluding interim profit, which is not included in CET1 capital.
As of December 2018, our CET1 ratio of 14.5% was above our new CET1 ratio ambition of around
13.5% and SREP requirement of 11.8%, while our annual underlying ROE was within our ambition of
10-12%, at 11.2%.

The capital position remained strong in 2018, resulting from profitable and growing operations,
complemented by increased optimisation of the capital structure. ING has sufficient buffers to
withstand certain adverse scenarios without breaching applicable requirements, at both the
consolidated and subsidiary level. ING is confident this position will allow us to continue to
successfully execute our Think Forward strategy, support business growth and maintain our
dividend policy.
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ING Group’s fully-loaded CET1 ratio was 14.5% at the end of 2018. The proposed dividend, to be
paid in April 2019, has already been excluded from ING Group’s capital base, in line with regulatory
requirements. The Group'’s phased-in CET1 ratio at the end of the year decreased by 0.2% point
from the previous year to 14.5%, as risk-weighted assets increased due to volume growth and
model updates, slightly offset by positive risk migration. The available CET1 capital decreased
slightly by €0.1 billion compared with year-end 2017. The inclusion of interim profit after dividend
reserving was more than offset by negative impacts, mainly due to IFRSS implementation and
related to Payvision acquisition.

The phased-in and fully-loaded Group Tier 1 ratio (including grandfathered securities) are at the
same level of 16.2%, as of 31 December 2018. Compared with previous year, the phased-in and
fully-loaded total capital ratio (including grandfathered securities) decreased from 18.5% to 18.4%
and 19.1% to 18.4%, respectively. In 2018, ING Groep N.V. did not issue or redeem additional Tier 1
instruments. However a total of €4.7 billion of ING Bank Tier 2 bonds were redeemed and a total of
€1.8 billion of Tier 2 bonds were issued by ING Groep N.V.

The leverage ratio of ING Group according to the Delegated Act (including grandfathered securities)
takes into account the impact of grossing up the notional cash-pooling activities. The leverage ratio
on 31 December 2018 was 4.4% versus 4.7% on 31 December 2017.

Dividend

ING Group’s dividend policy aims to pay a progressive dividend that will reflect considerations
including expected future capital requirements, growth opportunities available to the Group, net
earnings, and regulatory developments. The Executive Board proposes to pay a total cash dividend
of €2,646 million, or €0.68 per ordinary share, over the financial year 2018. This is subject to the
approval of shareholders at the Annual General Meeting in April 2019. Taking into account the
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interim dividend of €0.24 per ordinary share paid in August 2018, the final dividend will amount to
€0.44 per ordinary share and will be paid fully in cash. The total amount of €1,712 million is
completely covered by the remaining balance of ‘interim profits not included in CET1 capital’ at
year-end 2018.

A consistent approach to capital management

ING Group's overall approach to capital management is intended to ensure that capital is adequate
to cover the (economic) risks at all levels and to ensure compliance with regulations. ING Group
constantly challenges capital positions at subsidiary levels to ensure its optimal use. The continued
strength of ING's capital position, the adequacy of our financial position and our risk management
effectiveness are essential in order to achieve our purpose to empower people and businesses to
realise their goals, as well as to support ING’'s commercial activities, to pay dividends on common
shares to shareholders and to invest in new technologies and best practices. In this way, ING aims
to deliver shareholder returns while investing in the innovation of products and services.

Capital Management is tasked to optimise ING's capital and debt position in order to meet
regulatory requirements, while supporting business growth, ensuring coupon payments and
rewarding shareholders according to a progressive dividend policy. Optimising ING's capital
allocation entails finding a balance between the forces governing supply and demand. The
uncertainties surrounding these factors are a reflection of changing market circumstances and
continuous unpredictability in requlatory and macroeconomic forces.

The process of balancing these strategic goals is captured in the Internal Capital Adequacy
Assessment Processes (ICAAP) Framework and is enabled by the building blocks and elements

facilitating the internal adequacy and assessment process.

The risk appetite statements and targets are developed and communicated to the different
businesses in line with capital allocation. Policies for recovery and resolution planning are a natural
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extension of ING's capital management policies and are fully aligned with ING's risk management
framework.

Funding & liquidity
The main objective of ING's funding and liquidity risk management is to maintain sufficient liquidity
to fund ING's commercial activities under normal market circumstances and in times of stress

across geographies, maturities and currencies. This requires a diversified funding structure, taking
into consideration all relevant opportunities and constraints.

ING has a Funding & Liquidity (F&L) Framework which aims to maintain sufficient liquidity under
normal, adverse and stressed market circumstances. In general, ING considers the adequacy of its
F&L position through three main lenses: (i) Stress; (ii) Sustainability and (iii) Regulatory. For each
lens, ING has a set of risk appetite statements that underscore the bank’s risk appetite profile
commensurate with the principles for liquidity adequacy. These risk appetite statements are
subsequently translated into a number of metrics with appropriate boundaries and instruments to
measure and manage ING's F&L adequacy.

ING's funding consists mainly of retail and corporate deposits, contributing 50% and 21% of the
total funding at year-end 2018, respectively. These funding sources provide a relatively stable
funding base. The remainder of the required funding is attracted by Group Treasury through long-
term and short-term professional funding. Group Treasury manages the professional funding in line
with risk appetite, ensuring sufficiently diversified and stable funding.

In 2018, customer lending growth outpaced customer deposit growth. As a result, the reliance on
professional funding activities increased. As the share of customer deposits continued to provide an
excess of stable funding, the additional lending growth was funded through short-term Certificates
of Deposit and Commercial Paper (CD/CP) issuance.
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Requlatory developments

The Group’s IFRS 9 implementation was completed in the first quarter of 2018. The impact on ING
Group’s CET1 ratio, taking into account the existing requlatory provision shortfall and before any
transition relief, was a reduction of 20 bps. This was mainly caused by the change in the
classification and measurement of a portion of the portfolio invested in liquid assets.

As of 1 January 2022, the first stage of Basel IV (revised Internal Rating-Based Approach) will come
into effect. Based on the current estimates, without management actions this is expected to
potentially increase RWA by roughly 15-18% on a fully loaded basis, of which around 80% is
expected as per implementation date.

ING will strive to meet a post Basel IV CET1 ratio ambition of around 13.5% and, as before, it will
continue to execute its strategy for its clients and to aim at delivering growth at good returns.

Requirement and guidance for 2018 Pillar 2 requirements

One specific element of Basel lll is the possible restriction on distributable items. This limits the

ability of the bank to pay dividends, hybrid coupons and/or management remuneration if its capital

drops below the sum of its Pillar 1, Pillar 2 and combined buffer requirements, often referred to as

the Maximum Distributable Amount (MDA) trigger. The Pillar 2 requirement in the supervisory

review and evaluation process (SREP) 2018 decision is split into:

= Pillar 2 requirement (P2R), which is binding and therefore breaches have direct legal
consequences.

= Pillar 2 guidance (P2G), which is not legally binding and therefore falling below it does not
automatically trigger requlatory action.

By providing quidelines regarding the SREP, the European Banking Association (EBA) gives further

direction for the internal capital adequacy assessment process (ICAAP) and enhancement of the
capital management framework.
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ING Group SREP/CET1 requirement

0.08% M Pillar 1 minimum (P1R)

Pillar 2 requirement (P2R)
M Capital Conservation Buffer (CCB)
M Countercyclical Buffer (CCyB)
M System Risk Buffer

Pillar 2 Guidance (P2G)

0.06%

2018 CET1
Phased-in

2019 CET1
Fully-loaded

Bank recovery and resolution directive

Since its adoption by the European Parliament in 2014, the Bank recovery and resolution directive
(BRRD) has become effective in all EU countries after transposition into national law, including in
the Netherlands. The BRRD aims to safeguard financial stability and minimise the use of public
funds in case banks face financial distress or fail to comply with the BRRD. Banks across the EU
need to have recovery plans in place and need to cooperate with resolution authorities to
determine, and make feasible, the preferred resolution strategy.
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ING has had a recovery plan in place since 2012. The plan includes information on crisis
governance, recovery indicators, recovery options, and operational stability and communication
measures. The plan enhances the bank’s readiness and decisiveness in case of a financial crisis. The
plan is updated annually to make sure it stays fit for purpose. The completeness, quality and
credibility of the updated plan is assessed each year by ING's regulators.

The Single Resolution Board (SRB) confirmed to ING in 2017 that a single-point-of-entry (SPE)
strategy is ING's preferred resolution strategy, with ING Groep N.V. as the resolution entity.

In 2018, ING Group received a formal notification from De Nederlandsche Bank (DNB) of its binding
minimum requirement for own funds and eligible liabilities (MREL). The MREL requirement has been
established to ensure that banks in the European Union have sufficient own funds and eligible
liabilities to absorb losses in the case of potential bank failure. The MREL requirement is set for ING
Group at a consolidated level, as determined by the Single Resolution Board (SRB). This MREL
requirement has been set at 10.89% of total liabilities and own funds.

ING has been replacing, and will continue to replace, maturing ING Bank N.V. debt with ING Groep
N.V. instruments. In order to build up our MREL capacity, ING Groep N.V. issued multiple
transactions (excluding above mentioned Tier 2 issuances) for a total amount of €11.5 billion in
2018. These transactions will not only allow us to support business growth, but will also help to
meet future MREL and TLAC requirements with ING Groep N.V. instruments only.

The total loss absorbing capacity (TLAC) requirement as set by the Financial Stability Board is in the
process of being implemented in EU requlations through amendments to the Capital Requirements
Regulations. Once implemented in EU requlation, as a global systemically important institution (G-
SII) ING is expected to meet the TLAC requirement alongside the other minimum regulatory
requirements set out in EU reqgulation. The TLAC requirement is expected to consist of 16% of the
resolution group’s risk weighted assets (TLAC RWA Minimum) and 6% of the leverage ratio
denominator (TLAC Leverage Ratio Exposure (LRE) Minimum), excluding buffer requirements, as of
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1 January 2019. From 1 January 2022 TLAC is required to be at least 18% of the resolution group’s
risk-weighted assets and 6.75% of the leverage ratio denominator.

Stress testing

Stress testing is an integral component of our risk and capital management framework. It allows us
to (i) assess potential vulnerabilities in our businesses, business model, and/or portfolios; (ii)
understand the sensitivities of the core assumptions in our strategic and capital plans; and (iii)
improve decision-making through balancing risk and return.

In addition to running internal stress test scenarios to reflect the outcomes of the annual risk
assessment, ING also participates in regulatory stress test exercises. ING participated in the 2018
EU-wide stress test conducted by the EBA in cooperation with the European Central Bank (ECB), the
Dutch central bank (DNB), the European Commission and the European Systemic Risk Board (ESRB).
The adverse stress test scenario was developed by the ECB and covers a three-year time horizon
(2018-2020). The stress test was carried out applying a static balance sheet assumption as of
December 2017, and therefore does not take into account current or future business strategies and
management actions. The results also reflect the impact of IFRS 9 for determining loan loss
provisions in adverse circumstances.

The results of the EBA stress test reaffirmed the resilience of our business model and the strength
of ING's capital base. Our commitment to maintain a robust, fully-loaded Group common equity
Tier 1 (CET1) ratio in excess of prevailing requirements remains. Under the hypothetical baseline
scenario and EBA’'s methodological instructions, ING Group would have a fully loaded CET1 ratio of
13.99% in 2020. Under the hypothetical adverse scenario and EBA’s methodological instructions,
ING Group would have a fully loaded CET1 ratio of 10.70% in 2020 without management actions.
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Managing risks to enable a sustainable business while
strengthening culture and resilience

ING's business is managing risks every day. These include financial risks - we take on credit risk
when we offer loans, guarantees and other products as part of our business model - market risk in
our trading and banking book positions, and liquidity and/or funding risks through financial
management.

Besides financial risks, ING is subject to non-financial risks associated with IT and cybersecurity,
daily operations, compliance with laws and regulations, and adherence to socially accepted ethical
norms. Non-financial risks can also arise through relationships with our clients, should issues
emerge that are irreconcilable with our Environmental and Social Risk framework.

Risk management at ING is directed and overseen by the independent Risk Management function.
The function’s primary roles are to properly identify, measure and manage risks in normal and
stressed economic conditions, and to oversee our business activities such that they are consistent
with both our strategy and our risk appetite.

ING monitors its capacity to take risks through its Risk Appetite Framework. Within the framework,
we monitor a range of financial and non-financial risk metrics to ensure that our risk profile is in line
with our risk appetite. ING's risk appetite, which is approved by both the Supervisory Board and the
Executive Board, defines our desired forward-looking risk profile, and informs the strategic and
financial planning process. It is designed to be able to withstand market volatility and stress, while
meeting requlatory requirements. This framework is complemented by a Non-Financial Risk
Framework that includes compliance risk, operational risk and IT risk. Both frameworks, including
underlying assumptions and metrics, are reqularly reviewed such that they stay relevant in the
ever-evolving financial environment. They combine various financial and non-financial risk
disciplines into a single coordinated approach to provide the businesses with a clear overview of
their risks and the way they are managed. This view allows the Executive Board and senior
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management to form an opinion on the adequacy of internal risk management and control
systems for the risks ING faces while pursuing the Executive Board'’s strategy. ING also has a
process in place for the internal control over financial reporting.

Tax policies, procedures and a tax control framework have been implemented to support
management in mitigating potential tax risks in a prudent manner. Internal monitoring, control and
reporting of tax-related risks take place on a continuous basis with regular reporting to various
stakeholders. Tax risk management is subject to Corporate Audit testing and evaluation. In the
Netherlands, ING has opted for cooperative tax compliance (‘horizontaal toezicht’), which implies
overall transparency and disclosure of relevant tax risks to the Dutch tax authorities.

While we are vigilant in our efforts to comply with applicable laws and regulations, it remains a
significant operational challenge for banks to meet all these requirements within the strict
timelines. ING faces the risk of failures in compliance, including in areas where the applicable
requlations are unclear, subject to multiple interpretations or under development, are in conflict
with each other, or where regulators revise their guidance or courts overturn previous rulings.
Implementing the processes and procedures necessary for effective compliance has significant
implications for IT systems and data, as people with the necessary knowledge and skills are scarce.

In the area of compliance risk, the Compliance Risk Management function has established a control
framework based on laws and regulations, as well as on the standards for non-financial risk set out
in ING's internal control framework. To support management in mitigating compliance risks, it
trains and advises the business on the management of these risks. Topics include money
laundering, terrorist financing, sanction and export control compliance, conflicts of interest, mis-
selling, corruption, protection of customers’ interests, the Foreign Account Tax Compliance Act
(FATCA), the Common Reporting Standard (CRS), and US withholding tax and information reporting
regulations.

Where an ING employee suspects any irreqgularity or misconduct within ING that leads to or could
lead to a violation of ING's Orange Code, ING policies, such as anti-bribery and corruption policy,
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and/or any law, regulation or code, our Whistleblower Policy provides for anonymous reporting, via
internal or external channels, alongside normal reporting channels. In 2018, ING recorded 75
alleged irreqgularities in accordance with its Whistleblower Policy, including 45 reports of suspected
breaches of Orange Code or unethical behaviour.

To help us create a culture of integrity across the bank, we invite all employees to participate in our
Promoting Integrity Programme (PIP), running since 2010. This global e-learning programme dives
into dilemmas and issues that employees might face and aims to equip them to take the right
decisions. In 2018, the PIP included the topics data and dilemma management. In 2019, we will
revisit the set-up of the PIP. In addition, two online modules were launched to all staff: one to
enhance awareness on KYC and a second one on whistleblowing.

In the Netherlands and Belgium we initiated ‘i for integrity’ in 2018, an approach aimed at
strengthening a mind-set that puts integrity above all and embeds integrity in the organisation
and our decision-making processes.

ING has designed controls to mitigate the compliance risks associated with the above-mentioned
risk areas. Their effectiveness is tested periodically, and senior management is responsible for
ensuring our processes comply with applicable laws and regulations, ING's internal policies and
procedures and the Orange Code.

In connection with the introduction of the ING Way of Working, Operational Risk Management
(ORM) and Information Risk Management (IRM) have established a new risk governance that adopts
the ING Way of Working for non-financial risk (NFR) management within various entities. To enable
business lines to manage their risks linked to the increased sourcing activities within ING, the
sourcing policy has been updated to cover generic control objectives for mitigating and monitoring
key risks. The integrated top-down/bottom-up emerging risk assessment identifies and monitors
developments that may have an impact on ING's strategy and risk profile, like changes in the global
environment, customer needs and expectations, local/global reqgulatory requirements and the
effectiveness of our response to technological developments.
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Further, ING is vitally dependent on its IT infrastructure for the reliability and continuity of its
operations. Although IT and digitalisation are seen as opportunities for ING to distinguish itself from
competitors, they also present risks. In 2018, ING continued to focus strongly on managing its IT
risk exposure. ING aims to further increase the efficiency and effectiveness of our IT infrastructure
and the reliability and continuity of IT processing.

Data is everywhere, in both digital and non-digital form. With cybercrime and data management a
continuing threat to companies in general and to financial institutions in particular, ING has set
minimum standards for platform security, data management, cybercrime resilience and security
monitoring, as well as for identity and access management that the right people have the right
access to the right resources at the right time.

User Access Management (UAM) remains an important element of our control framework to
mitigate unauthorised and/or inappropriate access to our data and information. ING is building on
its cybercrime resilience, further enhancing the control environment to protect, detect and respond
to e-banking fraud, DDoS and targeted attacks.

ING's most important risks and control measures are reqularly reported to and discussed by the
Risk Committee of the Supervisory Board. Both financial and non-financial risk reports are reviewed
in detail, including the status of ING's metrics with regard to solvency, liquidity, funding, credit,
market risk and non-financial risks. In 2018, as part of this process, the Risk Committee and the full
Supervisory Board spent considerable time discussing, among other things, improvements in the
bank-wide Know Your Customer Enhancement Programme. In addition, the design and operation of
the Risk Appetite Framework and the Non-Financial Risk Framework are discussed annually with the
Risk Committee and the full Supervisory Board. The design and operation of internal controls over
financial reporting are discussed annually with the Audit Committee and reported to the
Supervisory Board.
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Three lines of defence

ING's risk and control structure is based on the three lines of defence model. This model aims to
provide a sound governance framework for risk management by defining and implementing three
different risk management layers with distinct roles, responsibilities and oversight.

The heads of ING’s lines of business and their delegates form the first line of defence and have
primary accountability for the performance, operations, compliance and effective control of risks
affecting their respective businesses. They originate loans, deposits and other products within
applicable frameworks and limits, they know our customers and are best positioned to act in both
the customers’ and ING's best interest. The COO is responsible and accountable for proper security
and controls on both local and global applications and IT platforms servicing the bank.

The independent risk management departments, headed by the chief risk officer (CRO), act as a
second line of defence. As a member of the Executive Board, as well as the Management Board
Banking, risk remains a continuing topic for the leadership team. The second line of defence’s role is
to properly identify, measure, manage and report risks. In order to achieve that goal, the second
line develops policies and guidelines, implements and operates control frameworks, and decides on
risk acceptance. It also aims to achieve compliance with internal and external requirements on an
individual and consolidated basis. Furthermore, the second line supports the commercial
departments and acts where necessary to keep the risk profile within the defined risk appetite.

Corporate Audit is our third line of defence. It provides an independent assessment of the internal
controls over the risks to ING's business processes and assets, including risk management activities
performed in both the first and second lines of defence.

We believe this set-up facilitates the overall risk and control environment. Together with a

governance process using business and Group-level risk committees, the Executive Board receives
regular information about the risk profile of the Group.
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Enhancing our risk governance

In September 2017, the European Banking Association (EBA) published new guidelines on internal
governance for banks. These internal governance guidelines, which came into effect on 30 June
2018, include requirements for sound risk management across the three lines of defence. Following
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discussions with the ECB, ING was asked to secure the autonomy of its compliance function in line
with these requirements. This entailed the separation of the Compliance function from the NFR
department. The chief compliance officer (CCO) is now responsible solely for the compliance
function across the entire institution. The CCO is a permanent member of the Supervisory Board's
Risk Committee and continues to report directly to the CRO. Accordingly, a new head of NFR has
been appointed covering ORM, IRM and Corporate Special Investigations (CSI), also reporting directly
to the CRO. The split between Compliance and NFR became effective as of 1 July 2018.

In August 2018, the new global Centre of Expertise Behavioural Risk was formed to carry out
behavioural risk assessments to identify, analyse and mitigate behaviours within our organisation
that could negatively impact ING's reputation and performance. The team will provide
management with specific direction on how to change these behaviours. Behavioural risk is
complex and less tangible than other types of risks. Detecting and reducing high-risk behaviours
requires a deep understanding of the drivers of such behaviours.

Risk developments in 2018

In 2018, the macroeconomic environment was defined by uncertainty related to the Brexit
negotiations, the economic and geo-political situation in Turkey leading to among others the
depreciation of the Turkish lira, the looming trade war between the US and China, and growing
nationalism throughout Europe. The bank also continued to operate in a low interest rate
environment that has put pressure on net interest margins. Additionally, shifts in societal norms
relating to climate change and sustainability have driven new initiatives and policy updates within
the bank.

As of 1 January 2018, ING transitioned to reporting non-performing loans (NPLs) and provisions
under the IFRS 9 methodology. The Stage 3 credit-impaired assets and the Stage 3 ratio (Stage 3
credit-impaired assets expressed as a percentage of total credit outstandings) have replaced the
NPL and the NPL ratio. Therefore, the comparative figures for the credit outstandings and the
opening balance for the provisions have been adjusted. In 2018, ING Group's Stage 3 ratio improved
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to 1.5% from 1.8% at the beginning of the year. The Stage 3 credit-impaired outstandings
decreased, particularly within Retail in the Netherlands and Industry Lending, whereas the total
credit outstandings went up year-on-year. On a portfolio level, improvements were observed in
residential mortgages and business lending both in the Netherlands, where the Stage 3 ratio
decreased to 0.7% from 1.0% and 4.7% from 6.2%, respectively, reflecting the positive
macroeconomic environment. Within Industry Lending, the Stage 3 ratio for Project and asset-
based finance and real estate finance dropped by 0.8 percentage points to 1.5% and 0.8
percentage points to 1.2% respectively following restructuring and repayments of some larger files.
Overall, ING Group’s Stage 3 ratio remained low, with relatively limited impact from the events in
Turkey. The stock of provisions decreased by €0.9 billion to €4.6 billion mainly due to reclassification
of the Italian general lease run-off portfolio to assets held for sale, higher write-offs and exchange
rate movements following the depreciation of the Turkish lira in Stage 3 files, and a positive trend of
the asset quality in the Stages 1 and 2. ING Group’s Stage 3 provision coverage ratio decreased to
30.6% from 34.6% at the beginning of the year. ING Group’s loan portfolio consists predominantly
of asset-based and secured loans, including residential mortgages, real estate finance, and project-
based finance.

The fifth Anti-Money Laundering Directive (5" AMLD) was adopted by the EU Parliament on 19 April
2018 and published in the EU Official Journal on 19 June 2018. EU member states have to
transpose the 5™ AMLD into their local laws and regulations by 10 January 2020. The main changes
brought by the 5™ AMLD: (i) enhance the powers of EU financial intelligence units and facilitate
increased transparency regarding who really owns companies and trusts by establishing beneficial
ownership registers; (ii) prevent risks associated with the use of virtual currencies for terrorist
financing and limit the use of prepaid cards; (iii) improve the safeguards for financial transactions to
and from high-risk third countries; (iv) enhance the access of financial intelligence units to
information, including centralised bank account registers; (v) ensure centralised national bank and
payment account registers or central data retrieval systems in all member states.

Complying with regulations that came into effect in 2018 like GDPR, PSD2 and Markets in Financial
Instruments Directive (MiFID), are recurring topics on the agenda of the business and senior
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management. Respective control frameworks have been established and are subject to testing and
monitoring by the three lines of defence.

FEC/KYC

In September 2018, ING was impacted by the €775 million settlement agreement with the Dutch
Public Prosecution Service related to the previously disclosed criminal investigations that found
serious shortcomings in the execution of customer due diligence requirements to prevent financial
economic crime at ING Netherlands in the period investigated (2010-2016). Read more on
www.ing.com/18ar010.

The implementation and execution of policies and procedures related to anti-money laundering
(AML) is an ongoing activity. In addition, ING has taken a number of specific measures to
strengthen its management of compliance risks and address the root causes of the shortcomings.
These measures are being implemented as part of the bank-wide, global Know Your Customer (KYC)
Enhancement Programme, a multi-year improvement programme with integral steering. This
specific programme was officially launched early in 2017 and is expected to run until end-2020. ING
is committed to periodically providing the Dutch central bank (DNB) with regular updates on the
progress made.

The KYC Enhancement Programme encompasses all client segments in all ING business units,
leveraging on experiences from the enhancement programme already started in the Netherlands.
The programme consists of three parts: (a) look-back analysis on past deficiencies in post-
transaction monitoring. The look-back analysis consists of screening of transactions executed in the
past. In case unusual transactions are identified, ING is committed to following the applicable
reporting process; (b) enhancement of customer due diligence files with the aim to document
sufficiently the knowledge the bank has about its clients in the line with past and new
requirements; (c) structural solutions that should support getting sustainably better in addressing
money laundering risks in our portfolio and complying with laws and reqgulations.
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The structural solutions comprise five pillars:

= Development and global roll-out of KYC risk appetite statements, KYC risk assessments on
clients, capability structure and maturity assessments. Setting acceptance criteria based on
which clients are on-boarded, transactions are processed or taxes are withheld. This pillar covers
also the use of a uniform risk assessment methodology for KYC-related integrity risks and a
common taxonomy to measure effectiveness.

= Development and global roll-out of a bank-wide KYC digital service platform, including
processes and tooling around CDD, screening and workflow management. This includes the
fulfilment of the client acceptance and maintenance life cycle within one global digital platform.
All required screening components (name screening, pre-transaction screening, adverse media
screening) will be incorporated into the client acceptance due diligence process. Once a customer
is onboarded, ongoing screening and monitoring of transactions can then be activated.

= Translation of risk assessment outcomes into scenarios and alert definitions that can be
applied in transaction monitoring. This includes the design and definitions of the applicable
financial economic crime (FEC) and client activity monitoring (CAM) scenarios per entity, the
building of the alert definitions (including data feeds) and migration to a central tool where
relevant and possible, and validating and testing the approach from risks to alerts.

= Set up central KYC organisation that defines standards and drives global execution and
improvements. This includes the set-up of the new KYC organisation now in place. As of 4Q 2018,
we have strengthened the KYC governance by including the heads of the business lines in the
KYC Committee. Going forward we will further develop the global KYC function to ensure
structural embedding of standardised and uniform ways of working, with regular improvement
cycles and support of advanced technologies and insights.

= Develop and rollout KYC communication and awareness initiatives and set up a behavioural
risk department that performs risk assessments. In its internal communications, ING has made
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it clear that non-financial risk and compliance are just as important as financial risk and need to
be embedded in ING's DNA. An online training module to enhance awareness of KYC was rolled
out to all employees worldwide. MBB members spent a considerable amount of time engaging
with staff to explain and discuss our responsibility as gatekeepers of the financial system. In
these meetings, the impact of the settlement, the root causes, the shortcomings and our
commitment and efforts to enhance were discussed. ING started behavioural risk assessments
during which more than 100 interviews were held and more than 200 surveys were done to
understand better how people, teams and departments interact and work together. Based on
these insights, actions for improvement will be considered.

ING recognises that fighting Financial Economic Crime requires close cooperation with other banks
and supervisory and regulatory authorities. ING is therefore working with the Dutch Banking
Association (NVB) and the Dutch central bank (DNB) on harmonising efforts in the fight against FEC
and participates actively in various working groups and project teams in this area. As such, ING
actively participates in public-private partnerships to combat FEC, such as participating in the FEC
Council PPS (‘FEC-RAAD Public Private Cooperation’) in which Dutch authorities and financial
institutions cooperate on supervision, control, prosecution or investigation with financial sector
parties to strengthen the integrity of the sector. This is done by means of preventative action to
identify and combat threats to integrity. ING believes that introducing clear accountabilities and
standard processes across the financial industry will allow ING to manage and control KYC activities
and integrity risks more effectively.

As previously noted, in connection with the above-mentioned investigations ING also received
information requests from the US Securities and Exchange Commission (SEC). ING has received a
formal notification from the SEC that it has concluded its investigation and, based on the
information at that time, the Division of Enforcement does not intend to recommend SEC
enforcement action against ING.
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Environmental and social risk management

ING makes a positive contribution to global economic growth by incorporating and promoting
responsible lending and investment practices. Transparency and openness are important topics,
both for our stakeholders and for ourselves. ING's environmental and social risk (ESR) policy
framework guides, in a consistent and transparent manner, the choices we make about how,
where and with whom to do business.

The ESR policy framework helps ING to stay a step ahead as new environmental, social and human
rights requlations and standards are implemented globally. The framework is regularly updated to
reflect ING's risk appetite and regulatory demands, and to help ING and our clients gradually
enhance the implementation of key standards, including the UN Guiding Principles on Human
Rights and the Organisation for Economic Cooperation and Development (OECD) Guidelines for
Multinational Enterprises.

The ESR policy framework also provides guidance for compliance with new directives and
government decisions to combat climate change and safeguard human rights. It applies to most of
the financial products and services offered by ING. Nonetheless, the approach and scope of
application may differ based on the nature of the service provided. The Wholesale Banking
segment (31.5% of ING's customer lending assets) is the initial focus of our assessments and is
where we promote active ESR dialogue, since given their size and activities wholesale clients
typically run a greater risk of facing environmental and social issues. We have been working with
wholesale clients for more than 15 years to support them in understanding and managing their
environmental and social impacts. A simplified version of the ESR policy framework, following the
same rationale and principles, applies to ING's non-lending activities (for example payment
products and derivatives) and retail activities for mid-corporates and SMEs. The ESR policy
framework is incorporated in ING's KYC framework. The ESR framework minimum requirements are
also included in ING's procurement policy and apply to the screening of suppliers of ING's
procurement activities.
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The ESR policy framework in action

We screen Wholesale Banking corporate clients during the lifetime of our relationship. The ESR
policy framework incorporates assessment tools that are used in ING's mainstream processes and
systems. It is therefore fully integrated into reqular client and transaction reviews. The ESR policy
framework covers ESR-sensitive sectors and also includes explicit restrictions on activities not in line
with ING's values (for example, companies involved in manufacturing cluster munitions), which we
will not finance.

A client’s ESR risk profile is just the starting point when assessing how the ESR policy framework will
apply in each specific business engagement. The ESR client assessment is executed by the KYC
domain and is an integral part of the client on-boarding and review processes. One of the most
important determinants of ING’s ability to assess and manage environmental, social and human
rights-related risks with a client is our proximity to the potential impact. The type of financial
product or service offered to the client and the impacts associated with it determine the
appropriate level of due diligence and mitigation measures. The sector, operating context and
geography will also provide an initial indication of the degree of ESR due diligence needed.

In 2018, 3,544 wholesale engagements were assessed under the ESR policy framework.
Engagements categorised as ESR low 81% and medium risk 10% were managed by local and
regional risk management, whereas engagements categorised as ESR high risk 9% required
specialised advice by the ESR department headquartered in Amsterdam. In 2018, this department
issued 349 recommendations following in-depth ESR assessments. Of these, 50.7% were positive,
29.5% were positive subject to conditions to improve social and/or environmental performance and
19.8% were negative. The conditions play an important role in helping clients transition towards
improved environmental and social performance on the ground.

Following three additional hirings in 2018, the ESR department now consists of eight dedicated ESR
advisors. In addition, ING Global Procurement appointed a new ESR/Sustainability officer and a
dedicated ESR officer was appointed in the US to initiate ESR dialogue at an early stage of client
engagement for project finance transactions.
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The ESR policy framework follows mainstream approval processes and is applied by trained and
mandated people. In 2018, 306 of our risk, front-office and compliance colleagues participated in
ESR-dedicated training. This included classroom sessions at ING offices in Amsterdam and other
locations around the globe.

Overall ESR risk distribution of corporate client engagements Client Assessment (in%)

B Low risk

Medium risk
B High risk

Key updates to the ESR framework

The ESR policy framework is reviewed on a regular basis to ensure we adequately identify and
manage not only existing but also new environmental and social risks. In 2018, we conducted a full
review of the ESR policy framework to get more clarity on the scope, governance and due diligence.
This was done with the active participation of internal stakeholders (per ESR sector policy) and
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guidance from external stakeholders (clients, peer banks and NGOs). The updated ESR policy
framework is scheduled to be implemented early 2Q 2019, similar to the publication on
www.ing.com/18ar011. The changes to the framework included:

Enhanced human rights and climate change due diligence: As part of our ambitions and strong
commitment to respect human rights and combat climate change, we have enhanced our human
rights and climate change policies and increased the track-record checks for all our corporate
clients globally. In the updated ESR policy framework we ensured each sector policy includes the
proper references to the relevant standards of the human rights and climate change overarching
pillars. Incorporating these helps us to determine which transactions require further analysis and
action, and provides our stakeholders with a better understanding of our approach to human rights
and climate change when assessing transactions. This information will also be used for future
reporting and increased transparency, which we expect will soon be required by more regulators.

The updated ESR policy also encourages clients to identify and be transparent about how human
rights and/or environmental issues affect their supply chains. They should provide evidence of
proper monitoring and where relevant, translate these findings into acceptance criteria for partners
and suppliers.

Other specific sector policy changes include:

= New tobacco exit policy: In April 2018, ING announced that it will withdraw from the tobacco
industry by 2023. We underlined our commitment by signing up to the Tobacco Pledge in
September 2018. Tobacco has been added as an area where the ESR exclusion policy restricts
certain activities. ING will not provide financial services for activities that directly relate to the
growing, trading, processing or manufacturing of tobacco products.

= Palm oil policy: Whilst current ING clients either fulfil the requirements of the Roundtable of
Sustainable Palm Oil (RSPO) or have committed to doing so within an acceptable timeline, ING

ING Group Annual Report 2018

Consolidated annual accounts

72

Parent company annual accounts Other information Appendices

in July 2018 decided not to expand its existing palm oil client base (producers and traders)
any further.

= Ship breaking policy: ING is one of the co-developers of the Responsible Ship Breaking Standards
(RSRS) publicly disclosed in May 2017 and has now strengthened its own restrictive approach
with a zero tolerance approach. Any financing is only allowed if the ship breaking yard is either
approved under the EU Ship Recycling Regulations or the scrapping process is duly certified by an
independent party acceptable to ING.

= Defence and related activities policy: ING's restrictive approach will be further strengthened for
companies involved in the manufacturing or trade of white phosphorus manufacturers and
traders of small arms and light weapons whose client bases extend to private individuals or non-
government agencies. We will not finance any custodial service itself where it is provided by a
private sector security company.

= Energy policy: In keep with ING’s existing position, ING will not finance any company involved in
arctic offshore oil and gas exploration and production, pipeline infrastructure dedicated to
exclusive use of oil from oil sands, trading of such oil or any mining, exploration or upgrading of
shale gas in Europe.

Developing best practice

Beyond stimulating better environmental and social performance in our portfolio, ING actively
collaborates with other institutions and regulators to address environmental challenges that are
not just client- but sector-specific.

* ING and the Equator Principles (EPs): The EP Association is undertaking a targeted review of the
Equator Principles, called ‘EP4’, that is considering key issues of scope of applicability, such as
human rights (including the rights of indigenous peoples) and climate change. ING co-leads the
coordination of the EP4 process. In 2018, as part of rotation governance, ING stepped down from
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the EP Steering Committee, having been a member since its inception 11 years ago.
Nevertheless, in addition to the EP4 coordination role, ING remains an active participantin EP as a
member of several working groups, including those on social risks, climate change and scope. ING
also co-leads the capacity building and training working group, which resulted in the roll-out of
an online EP learning tool to ING risk and front-office employees. The tool will also be used by
other EP banks globally.

= ING and OECD: We continued our engagement in several Dutch multi-stakeholder platforms to
implement the Dutch Banking Sector Agreement on International Responsible Business Conduct
Regarding Human Rights. Our progress and analysis of salient human rights issues are reported
in a dedicated Human Rights Report published in November 2018. In the international arena, ING
remained engaged in the Thun Group, an informal group of bank representatives that work
together to raise awareness of the UN Guiding Principles on Business and Human Rights (UNGP)
within the banking sector, and how they can be applied across the range of different banking
activities. ING's leading role in human rights is reflected by our participation as a formal advisory
member to the OECD on responsible business conduct in our sector. ING is an active attendee of
the annual workshops for practitioners from financial institutions organised by the OECD in Paris.
This annual event provides practitioners (export credit agencies, EP financial institutions,
commercial banks, development institutions, etc.) with an opportunity to update each other on
recent developments with regard to environmental, health, safety and social due diligence, and
to exchange views to enhance collaboration.

By taking part in the above-mentioned initiatives, we aim to contribute our viewpoint and those of
our clients, employees and other stakeholders to help shape a consensus and develop clear
guidelines that can serve as a standard for our industry.

ING Group Annual Report 2018 73



¢4 1t will bring ING even
closer to its customers

“I'm working on a new platform in the Czech Republic called Model Bank. It will unite
Spain, the Czech Republic, Italy and France on one advanced, retail banking platform
serving some seven million customers. We're the first ING country to introduce this
standardised approach.

“The first version of the platform, complete with a savings account and mutual fund,
went live in December 2018.

“In addition to offering customers a new experience and more intuitive platform there
are also benefits for colleagues in the branches and call centres, who now have
everything they need in one place and on one new system. It also allows us to use data
analytics and insights to create relevant and personalised communications to engage
customers in interactive discussions. We can optimise our interactions across channels
and monitor and react quickly to customer actions.

“My job is to ensure we implement the functionalities and solutions Czech customers
want, and at the same drive global standardisation. We're working on a full set of retail
banking products (current account, loans, cards) for customers in all four Model Bank
countries. When all the countries are on board it will bring ING even closer to its
customers, allowing us to serve their needs quickly and provide innovations faster."

Czech Republic
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Business Lead
Model Bank project

Read full story @
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Composition of the Executive Board and Management Board Banking

R.A.J.G. (Ralph) Hamers (52)

CEO ING Group and chairman of the Executive Board ING Group,
CEO ING Bank and chairman of the Management Board Banking

Ralph Hamers was appointed a member of the Executive Board of
ING Group as of 13 May 2013. He was appointed chief executive
officer (CEO) and chairman of the Executive Board and of the
Management Board Banking on 1 October 2013 and was
reappointed on 8 May 2017. His responsibilities include Innovation,
Legal, Corporate Strategy, Global Human Resources, Global Centre
of Expertise Communications and Brand Experience, and Corporate
Audit Services.
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JV. (Koos) Timmermans (58)

CFO ING Group and member of the Executive Board ING Group,
CFO and vice-chairman ING Bank and member of the
Management Board Banking

Koos Timmermans was appointed as chief financial officer (CFO)

and member of the Executive Board of ING Group as of 8 May 2017.

He also serves as vice-chairman ING Bank and member of the
Management Board Banking, having been appointed to those
roles as of 1 October 2011. He is responsible for ING's Finance
departments, Group Treasury (including capital management
activities), Tax, Investor Relations, Sustainability, Procurement and
Regulatory and International Affairs.

Please note that Koos Timmermans stepped down from his position as CFO and
member of the Executive Board and Management Board Banking of ING. He was
succeeded by Tanate Phutrakul, who was appointed as CFO and member of the
Management Board Banking effective 7 February 2019.
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S.J.A. (Steven) van Rijswijk (48)

CRO ING Group and member of the Executive Board ING Group,
CRO ING Bank and member of the Management Board Banking

Steven van Rijswijk was appointed a member of the Executive Board
of ING Group and as member of the Management Board Banking as
of 8 May 2017 and chief risk officer (CRO) as of 1 August 2017. He is
responsible for all of ING’s risk management departments and the
Global Analytics Unit.
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M.l. (Isabel) Fernandez Niemann (50) R.M.M. (Roel) Louwhoff (53) A. (Aris) Bogdaneris (55) R.B. (Roland) Boekhout (55)

Head of Wholesale Banking and member of the  COO/CTO and member of the Management Head of Challengers & Growth Markets and Head of Market Leaders and member of the
Management Board Banking Board Banking member of the Management Board Banking Management Board Banking
Isabel Fernandez was appointed to the Roel Louwhoff was appointed as chief operations  Aris Bogdaneris was appointed a member of the  Roland Boekhout was appointed to the

Management Board Banking as of 1 September officer (COO) member of the Management Board ~ Management Board Banking as of 1 June 2015. Management Board Banking as of 8 May 2017. He
2016 and appointed head of Wholesale Banking Banking as of 1 May 2014. He was also appointed  He is also head of Challengers & Growth Markets,  is also head of Market Leaders, responsible for

as of 1 November 2016. She is responsible for chief transformation officer (CTO) per 1 October responsible for all markets where ING is active in ~ ING's retail banking and wholesale banking
ING's wholesale banking activities globally and for 2016. Roel Louwhoff is responsible for operations,  both retail banking and wholesale banking activities in the Benelux.
the research department. IT (including standardisation), data management, outside the Benelux.

information security, and process management.
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Share information

The authorised share capital of ING Groep N.V. consists of ordinary shares and cumulative
preference shares. Currently, only ordinary shares are issued, while a right to acquire cumulative
preference shares has been granted to the ING Continuity Foundation. Each share in the capital of
ING Groep N.V. gives entitlement to cast one vote.

Listings

ING Group ordinary shares are listed on the stock exchanges of Amsterdam, Brussels and New York
(NYSE). Options on ING Group ordinary shares or in the form of American depository receipts (ADRs)
are traded on the Euronext Amsterdam Derivative Markets and the Chicago Board Options
Exchange.

Shareholders and ADR holders with stakes of 3 percent or

more

Pursuant to the Dutch Financial Supervision Act, shareholders and holders of ADRs of ING Groep N.V.

are required to provide updated information on their holdings once they reach, exceed, or fall
below threshold levels of 3%, 5%, 10%, 15%, 20%, 25%, 30%, 40%, 50%, 60%, 75% and 95%. As of
the publication date of this report, ING Group is not aware of shareholders, potential shareholders
or investors with an interest of three percent or more in ING Group other than BlackRock Inc. and
Artisan Investments GP LLC.
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Authorised and issued capital®
Year-end Year-end

in EUR million 2018 2017
Ordinary shares

- authorised 147 147
- issued 39 39
Cumulative preference shares

- authorised 46 46
- issued - -

Number of shares in issue and shares

Year-end Year-end
in EUR million 2018 2017
Ordinary shares 3,891.7 3,885.8
Own ordinary shares held by ING Group and its subsidiaries 1.1 0.9
Ordinary shares outstanding in the market 3,890.6  3,884.8

Prices of ordinary shares

Euronext Amsterdam by Year-end Year-end Year-end
NYSE Euronext in EUR million 2018 2017 2016
Price - high 16.66 15.98 13.73
Price - low 9.19 12.93 8.55
Price - year-end 9.41 15.33 13.37
Price/earnings ratio? 7.8 12.1 111
Price/book value ratio 0.72 1.18 1.04

! Based on the share price at year-end and the earnings per ordinary share for the financial year.
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Geographical distribution of ING ordinary shares (in %)

Credit ratings

= United States ING's short- and long-term credit ratings are shown in the table below. Each of these ratings
m United Kingdom reflects only the view of the applicable rating agency at the time the rating was issued, and any
m France explanation of the significance of a rating may be obtained only from the rating agency. A security
= Germany rating is not a recommendation to buy, sell or hold securities and each rating should be evaluated
m Switzerland independently of any other rating. There is no assurance that any credit rating will remain in effect
Netherlands for any given period of time or that a rating will not be lowered, suspended or withdrawn entirely
m Rest of Europe by the rating agency if, in the rating agency'’s judgement, circumstances so warrant. ING accepts
Rest of World no responsibility for the accuracy or reliability of the ratings.
Main credit ratings of ING at 31 December 2018
1These figures based on 4Q 2018 estimates of institutional share ownership provided by IPREO and includes ordinary Standard & Poor’s Moody's Fitch Ratings
shares represented by American depository receipts. Rating Outlook  Rating Outlook  Rating Outlook
ING Groep N.V. A- Stable Baal Stable A+ Stable
ING Bank N.V. A+ Stable Aa3 Stable A+ Positive
One-year price development of ING ordinary shares - Short term Al | P-1 | F1
120
2\
100 ~ | S T -
= ~,‘M" ‘
W‘WM
80
60
2 Jan. 2018 2 Apr. 2018 2 Jul. 2018 2 Oct. 2018 31 Dec.2018
——ING Groep NA ——SXTE —SX7P ——SXSE

ING Group Annual Report 2018 /8



Contents

> |ING shares

Report of the Executive Board

Sustainability ratings

ING Group's approach to sustainability is shaped by our specific skills and expertise as a financial

Corporate governance

Consolidated annual accounts

company, our vision of the future and the expectations of our stakeholders. Reviews of our
performance by sustainability research and rating agencies help us to improve our strategy and

policies. ING's 2018 scores and rankings in key sustainability benchmarks show our progress and

are as follows.

External reviews of our sustainability performance outstanding in the market?

Dow Jones Sustainability

Indices
(RobecoSAM)?!

Sustainalytics?

CDP

(Carbon Disclosure Project)

FTSE4Good Index Series

MSCI ESG

2018

Score:

78 (out of 100)
Included in World
and Europe Index
Score:

80 (out of 100)
Position:

16 (out of 334
financial peers)

Score:
A for climate
leadership

Position: Included
Position: Included
Rating: A

2017

Score:

89 (out of 100)
Included in World
and Europe Index
Score:

85 (out of 100)
Position:

7 (out of 341
financial peers)
Score:

A for climate
leadership

Position: Included
Position: Included
Rating: A

2016

Score:

90 (out of 100)
Included in World
and Europe Index
Score:

86 (out of 100)
Position:

1 (out of 395
financial peers)
Score:

A for climate
leadership

Position: Included
Position: Included
Rating: A

2015

Score:

86 (out of 100)
Included in World
and Europe Index
Score:

88 (out of 100)
Position:

3 (out of 409
financial peers)
Score:

100 for disclosure
(out of 100) and A
for performance
Position: Included
Position: Included
Rating: BBB

1 The lower scores compared to 2017 reflect the response to the settlement agreement with the Dutch authorities ING
announced in September 2018 in connection with serious shortcomings in the execution of customer due diligence

requirements to prevent financial and economic crime at ING in the Netherlands in the period investigated (2010-2016)
2 Ranked first in our market capitalisation peer group as of January 2019. Ranked Leader in the Environment and Social

themes overall.
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Important dates in 2019*

25 March
23 April

25 April?
26 April?
26 April?

2 May?

2 May

9 May

1 August

5 August?
6 August?
12 August?
12 August?
19 August?
31 October

ING Investor Day

2019 Annual General Meeting

Ex-date for final dividend 2018 (Euronext Amsterdam)

Record date for final dividend 2018 entitlement (Euronext Amsterdam)
Record date for final dividend 2018 entitlement (NYSE)

Payment date final dividend 2018 (Euronext Amsterdam)

Publication results 1Q2019

Payment date final dividend 2018 (NYSE)

Publication results 2Q2019

Ex-date for interim dividend 2019 (Euronext Amsterdam)

Record date for interim dividend 2019 entitlement (Euronext Amsterdam)
Record date for interim dividend 2019 entitlement (NYSE)

Payment date interim dividend 2019 (Euronext Amsterdam)

Payment date interim dividend 2019 (NYSE)

Publication results 3Q2019

1 All dates are provisional
20nly if any dividend is paid

Appendices
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About this report

Our stakeholders need both financial and non-financial
information to assess our ability to create value in the short,
medium and long term. We believe that integrated reporting is
the broad-based framework that can help stakeholders make
decisions that are forward looking, inclusive and impactful.

Our approach to integrated reporting

An integrated report contains information on an organisation’s economic, social and environmental
performance. By disclosing our financial and non-financial results, strategy, governance, external
developments and the risks and opportunities we face, we aim to enable our stakeholders to assess
how we create value in the long run. Our ambition is to further integrate financial and non-financial
information in a concise and connected report.

Governance and responsibility

The contents of ING's integrated annual reports are compiled with active input from business
experts, vetted by senior managers, discussed and approved annually

by members of the Management Board Banking, Executive Board and Supervisory Board. The final
approval is given by the Supervisory Board.

Report content and materiality

In drawing up content for this report we have taken into account the topics that can have a
material impact on our business, including risks, opportunities, regulations and sector trends.
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As a large commercial bank, we recognise that we have a direct economic, social and
environmental impact, but also a significant indirect impact through our lending and investment
activities. ING's non-financial data reporting protocol describes key performance indicators related
to our material topics. We report data on these and other relevant key performance indicators in
the value creation model section of ‘Our strategy and how we create value’ chapter.

We continuously listen to our stakeholders and adapt our strategy and reporting to meet their
evolving expectations. As part of our materiality analysis in 2018 we consulted key stakeholder
groups - retail customers, business clients, investors, academig, civil society organisations, financial
regulators, employees and senior management - in a qualitative and quantitative engagement
process. The results of our materiality analysis were used to define the content of this report. The
report including materiality disclosures is reviewed and approved by the Executive Board.

Read more in the ‘The world around us’ chapter.

Audience

This report is intended to serve the information needs of key stakeholder groups that affect, and
are affected by our business. An overview of key figures and impacts in 2018 is available on
www.ing.com/18ar012. Please refer to the stakeholder engagement section in the Non-financial
appendix.

Sustainability rating agencies and analysts can find data on non-financial key performance
indicators in the ‘Non-financial appendix’ and at www.ing.com.
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Reporting guidelines

This report, including the Nonfinancial Appendix, is prepared in accordance with the GRI Standards:
Core option and the Dutch Accounting Standard 400. The content and quality criteria specified by
the guidelines, including sustainability context, stakeholder inclusiveness, materiality,
completeness, balance, comparability, clarity, timeliness, accuracy and reliability, are integral to
our reporting process. This year marks a change in GRI reporting option from Comprehensive
previously. The Core option meets our reporting needs better and provides us with the opportunity
to achieve more focus on only the material topics and related key performance indicators (KPIs)
linked to our strategy and how we create value. In line with the Core option guidelines, we have
included the Disclosure on Management Approach (DMA) for each material topic and the GRI
indicators most relevant to our business. For some material topics, we have introduced new or
additional indicators, as can be found in the GRI Content Index on www.ing.com/18ar030.

The Framework of the International Integrated Reporting Council (IIRC) served as a reference in
drawing up the content for this report, including for our value creation model. Moving to the Core
option will allow us to focus on improving our report integration as per the IIRC framework.

Data compilation and boundaries

All financial data in this report are collected in line with annual accounting standards. The non-
financial performance data published in this report cover five key topics: sustainable business,
customers, human capital, environment and community investment. We extract or derive data on
sustainability-related business activities, customers and human capital from our business systems,
in line with the data in our annual accounts. Data on the topics environment and community
investment are collected through an online data management system. The centralised data
processing team at ING Group validates and processes the environmental data from our operations
worldwide in collaboration with an independent, third-party consultancy.
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Scope and boundaries

Through our materiality assessment we ensure that all economic, social and environmental topics
relevant to our key stakeholders are addressed in this report. The report follows an annual cycle
covering the period 1 January to 31 December. Our 2018 report is published on 7 March 2019. The
data and content of this report and Non-financial Appendix aim to provide a concise, accurate and
balanced account of ING’'s economic, social and environmental performance in 2018. Our approach
and performance are explained per topic either in text, by referring to our policies or by providing
data and progress on targets.

The scope and data collection process of key performance indicators is detailed in ING's non-
financial data reporting protocol on www.ing.com/18ar028.

Assurance

We value the accuracy and reliability of all information and data in this report, both financial and
non-financial. Therefore assurance for the non-financial information in the Report of the Executive
Board, including the accompanying Non-financial appendix, is provided by KPMG Accountants N.V.
(KPMG). KPMG has reviewed, and provided a limited level of assurance, on the non-financial
information in the Report of the Executive Board as defined in the infographic in the ‘World around
us' chapter and in the ‘Non-financial appendix’ for the year 2018. KPMG also audited, and provided a
reasonable level of assurance, on the ‘What matters most to our stakeholders’ section in the Non-
financial appendix, the data for the Net Promoter Score for Retail Banking, the feeling of Financial
empowerment and system availability.

The data with a footnote (1) in the Performance Highlights table is within the reasonable assurance
scope. See the ‘Independent auditor’s assurance report’.

KPMG audited the financial statements 2018 of ING Group. See the 'Independent auditor’s report’.


https://www.ing.com/Investor-relations/Financial-Reports/Annual-reports.htm
https://www.ing.com/About-us/Annual-reporting-suite/Annual-Reports-archive.htm
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Future-oriented statements _
. N N Report of the executive board
In this integrated annual report we also look forward and share our vision, ambitions, strategy,

opinion and plans for the future. These forward-looking statements can be recognised by terms
such as:

= aims

= expect

= anticipate

= intend

= plan

" believe

= seek

" see

= will

= would

= target

= forecast

= of the opinion

The ‘Corporate Governance' chapter and the ‘Dutch Corporate Governance Code Statement by
the Executive Board’ are incorporated by reference in this Report of the Executive Board.

Amsterdam, 4 March 2019

The Executive Board

These forward-looking statements are based on management’s current beliefs and assumptions
about future activities and are subject to uncertainties. Therefore our assurance provider cannot
assure these statements.

Feedback

This report aims to give all our stakeholders a balanced and complete overview of our activities and
ability to create and sustain value. We welcome stakeholder reactions and views. Please send us
your feedback via communication@ing.com.
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KPMG

ASsUrance report of the independent auditor

T the Annual Genmeral Meefing of Sharsholders and the Superisory Board of
NG Groep M.

Owr conclusion and our opinion
We heave:

— rmeviewsd the non-financial information in the Report of the Executiee Board as
defined in the fakle on page 12 and the non-financial information in the 'MNon-
financial appendiz’ (hereafter: "the Mon-financial Information’); and

— audited the 'Understanding what matters most' section (pages 418-421) and the
data for the Met Promoter Score for Retail Banking, Feeling of Financial
Empowerment and System Availability, marked with the symbal (& in the Report

of the Execufive Board and the "'Mon-financial appendiz’ (hereafler: 'the Four
Specific Topics");
of ING Groep MY, (hereafler: 'IMNG Group’) based in Amsterdam, The Metherands.

A review is simed st obtaining a limited level of assurance. An awdit is simed at
obtaining reasonable level of assurance.

Based on our procedures performed, nothing has come to ouwr sttention that causes us
to believe that the Mon-financial Information is not prepared, in all material respects, n
accordance with the GRI Sustainability Reporting Standards and the applied reporting
criteria as described in the secfion "About this report’.

Furthermmore, in owr opimion the Four Specific Topics are prepared. in all material
respecis, in accordance with the reporting criteria as described in the secfion “About
this report’.
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Basizs for our conclusion and our opinion

We have performed our review on the Mon-financial Information and our awdit on the
Four Specific Topics in accordance with Dutch ksw, including Dutch Standard 20004
"Aszurance Engagements Other than Auwdits or Reviews of Historical Financial
Information (attestafion engagements)’.

Cur responsibilities under this standard are further described in the section "Cur
responsibilities for the review of the Mon-financial Information and the audit of the Fowr
Specific Topics' of our report

We are independant of ING Groep MUY, in sccordance with the “Verordening inzake de
cnathankelijikheid van accountants bij assurance-opdrachten’ (Wic, Code of Ethics for
Frofessional Accountanis, & regulation with respact fo independance) and cther
relevant independence regulations in the Metherands. Furthermore, we hawve complied
with the “Werordening gedrags- en beroepsregels accountants’ (WGEBA, Dutch Cods of
Ethics).

We believe that the assurance evidence we have obiained is sufficient and appropriate
o provide a basis for our conclusion and our opinion.

Reporting criteria
The Mon-financial Informiation and the Four Specific Topics nead to be read and
understood together with the reporling criteria. ING Groep MY, is solely responsible for

selacting and applying thess reporting criteria, taking info accouwnt spplicable law and
regulations related to reporting.

The reporting criteria used for the preparation of the Mon-financial Information and the
Four Specific Topics are the Sustainability Reporling Standards of the Global
Reporting Initiative (GRI) and the supplementsl reporting criteria as disclosed in the
secfion "About this report’.

nimTicnal ], § Swivy wriy
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Scope of the group review and audit|

ING Groep MV is the parent company of a group of entities. The Non-financial
Information and the Four Specific Topics incorporate the consolidated information of
this group of entities to the extent as specified in section *About this report’

Cur group assurance procedures consisted of both assurance procedures at

ING corporate level and at country level. Qur selection of countries in scope of our
assurance procedures is primarily based on the country’s individual contribution to the
consolidated information.

By performing our assurance procedures at country level, together with additional
assurance procedures at corporate level, we have been able to obtain sufficient and
appropriate assurance evidence about the group’s reported information to provide a
conclusion about the Mon-financial Information and an opinion on the Four Specific
Topics.

Key assurance matter

Description

As disclosed on page 69 and 70 in the Executive Board report, page 92 in the
Supervisory Board report and page 120 and 121 in the Corporate Governance
statement, ING Bank was subject of criminal investigations by Dutch authorities
regarding various requirements related to client on-boarding, money laundaring and
comupt practices. These investigations have been finalised and on 3 September 20138
a settlement was reached between ING Bank and the Dutch Public Prosecution
Service totalling EUR 775 million. ING Group performed their own analysis of the
matter and continues to take measures to prevent non-compliance with anti-money
laundering and anti-terrorism financing acts under the global ING Financial Economic
Crime (FEC) enhancemeant program focussing on client file remediation, lookback
exercises of past transactions and structural solutions for client activity monitoring.

The importance for ING to fulfil its role as gatekeeper in the financial sector, wamrants a
disclosure in their annual report providing insight into the status, scope and timeling of
the FEC enhancement program, including a description of the set-up of the program,
the actions to be taken from a local and global perspective and the expectations about
finalisation of the program.

The financial services provided by ING Group are inherently susceptible to the risk; of
money laundering. The implementation of the FEC enhancement program is
fundamental to the efforts of ING Group to comply with anti-money laundering and anti-
terrorism financing acts.

FFRG Accouwniamts MY, regiviered with the trade negisier In the Nefhesrands under number 3233536583, 5 a member S@rm of the KPMG network of indegpen
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Our response

WWe obtained an understanding of the nature of the instances of non-compliance and
the circumstances in which they have occurred, including Management's own analysis.
We have evaluated the implications of the instances of non-compliance in relation to
other aspects of our assurance engagement and the impact on the annual report. This
evaluation, in which we involved forensic specialists, determined our approach as set
out below.

As the investigations were concluded and the matter was settled in September 20158,
we have read the settlement agreement and the statement of facts as published by the
Dwtch Public Prosecution Service. We have inspected the payment of the settlement
and verified that it was accounted for and disclosed appropriately. We have considered
the imvestigations and the steps taken by the Executive Board and those charged with
governance to respond to the instances of non-compliance with anti-money laundaring
and anti-terrorism financing acts. In this respect we have:

— inspected underlying documentation of internal investigations performed and other
relevant documents;

— obizined and inspected external lawyers' letters and legal opinions;
— inguired external lawyers of ING Group;

— attended Audit Committee meetings, Risk Committee meetings and Supervisory
Board meetings where this topic was discussed;

— read minutes from relevant committees;
— inspected comespondence with regulators;

— inguired senior management, ING Group legal counsel, ING Group compliance
officer and head of internal audit;

— evaluated the involvement of external specialists engaged by ING Group;

— inspected the project plan regarding the FEC enhancement program that aims to
remediate deficiencies in systems, processes and contrals;

— inspected initial progress reports in relation to the FEC enhancement program;
— evaluated and discussed internal audit reports in relation to compliance;

— instructed local auditors of selected components of ING Group to assess the
progress of the remediation at component level;

dent member firms affiloied with KPFAG International Coopera@ye [FEPRG inemafional], o Swiss enily
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— obtained specific management representations in relation to compliance with laws
and regulations and the investigation;

— discussed with and reported our response and observations to the
Executive Board, the Audit Committee and Supervisory Board;

— communicated about the investigations with the regulators;

— assessed whether unusual transactions needed to be reported to the Financial
Intelligence Unit.

Finally, we have assessed the disclosure of the setilement and the FEC enhancement
program in the Executive Boarnd report, the Supervisory Board report and the Corporate
Governance statement whether this provides a balanced view of actions, status, plans
and expectations with respect to the FEC enhancement program.

Our observation

In our professional judgement, the reflection in page 62 and 70 in the report from the
Executive Board, page 92 in the report from the Supervisory Board and page 120 and
121 in the Corporate Governance statement, provides adeguate disclosure to enable
the users of this information to understand the assessment of the matter in the context
of the annual report and the actions initiated by the Executive Board and Supervisory
Board to enhance compliance with anti-money laundering and anti-terrorism financing
legislation.

YWe observe that the reguired FEC enhancement program receives and will need
angoing attention from Management, the Audit Committee and the Supervisory Board.

Limitations to the scope

The Mon-financial Information includes prospective information such as ambitions,
strategy, plans, expectations and risk assessments. Inherant to prospective
information, the actual future results are uncertain. We do not provide any assurance
on the assumptions and achievability of prospective information in the Mon-financial
Information.

The references to external sources or websites in the Non-financial Information are not
part of the Non-financial Information as reviewad by us. We therefore do not provide
assurance on this information.
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Responsibilities of the Executive Board for the Non-financial Information
and the Four Specific Topics

The Executive Board of ING Groep M.V, is responsible for the preparation of the
Mon-financial Information and the Four Specific Topics in accordance with the reporting
criteria as included in the section ‘reporting criteria’, including the identification of
stakeholders and the definition of material matters.

The Executive Board is also responsible for such internal control as it determines is
necessary to enable the preparation of the report that is free from material
misstatement, whether due to fraud or error.

The Supervisory Board is responsible for overseeing the reporting process of
ING Groep M.

Ouwr responsibilities for the review of the Non-financial Information and
the audit of the Four Specific Topics

our responsibility is to plan and perform the review and audit engagement in a manner
that allows us to obtain sufficient and appropriate review evidence for our conclusion
and audit evidence for our opinion.

Proceduras performed to obtain a limited level of assurance are aimed to determining
the plausibility of information and vary in nature and timing from, and are less in extent
than, procedures performed for a reasonable assurance engagement. The level of
assurance obtained in review engagements with a limited level of assurance is
therefore substantially less than the assurance obtzained in audit engagements.

Cur audit on the Four Specific Topics has been performed with a high, but not
absolute, level of assurance, which means we may not have detected all material
misstatemeants, whether due to fraud or error.

Misstatements can arise from fraud or ermors and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the decisions of
users taken on the basis of this Mon-financial Information, including the Four Specific
Topics. The materiality affects the nature, timing and extent of our assurance
procedures and the evaluation of the effect of identified misstatements on our opinion.

We apply the ‘Nadere voorschriften kwaliteitssystemen’ (NVEKS, Regulations for quality
management systems) and accordingly maintain a comprehensive system of quality
control including documentad policies and procedures regarding compliance with
ethical requirements, professional standards and applicable legal and regulatory
requirements.
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We have exercised professional judgement and have maintained professional
scepticism throughout the assurance engagement, in accordance with the Dutch
Standard 30004, ethical requirements and independence reguirements.

Cwur woark included, among others, the following procedures:

— Performing an analysis of the external environment and obtaining an understanding
of relevant social themes and issues, and the characteristics of the company.

— Evaluating the appropriateness of the reporting criteria used, their consistent
application and related disclosures in the Mon-financial Information. This includes

the evaluation of the results of the stakeholders™ dizalogue and the reasonableness
of estimates made by Managemsant.

— Obtaining an understanding of the reporing processes for the Non-financial
Information, including obtaining a general understanding of internal control relevant
to our review.

— |dentifying areas of the Mon-financial Information with a higher risk of misleading or
unbalanced information or material misstatements, whether due to fraud or error.

— Designing and performing further assurance procedures aimed at determining the
plausibility of the Mon-financial Information responsive to this risk analysis. These
procedures included among others:

*  interviewing management and relevant staff at corporate level responsible for
the non-financial strategy, policy and results;

* interviewing relevant staff responsible for providing the information for, camrying
out internal control procedures an, and consolidating the data in the Mon-
financial Information;

®* obtaining assurance information that the Mon-financial Information and the Four
Specific Topics reconcile with underlying records of the company;

®  reviewing, on a limited test basis, relevant internal and external documentation:;

* performing an analytical review of the data and trends.

KRG Accouniams M.V, regiviered with the trade reglsier In the MeSherands under number 332353683, Is & member Srm of the KPMG network of
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— Evaluating the consistency of the Mon-financial Information and the Four Specific
Topics with the information in the Annual Report which is not included in the scope
of our review.

— Evaluating the overall presentation, structure and content of the Non-financial
Information and the Four Specific Topics.

— Evaluating whether the Non-financial Information and the Four Specific Topics as a
whole, including the disclosures, reflects the purpose of the reporting criteria used.

Additionally, our audit of the Four Specific Topics included, on top of the above, among
others the following procedures:

— Obtaining an understanding of the systems and processes for collecting, reporting
and consolidating the Four Specific Topics, including obtaining an understanding of
internal control relevant to our audit, but mot for the purpose of expressing an
opinion on the effectiveness of the company's intermal control.

— Testing the design, implementation and operating effectiveness of T relevant
controls for the System Availability indicator.

— |deniifying and assessing the risks whether the Four Specific Topics are misleading
or unbalanced, or contain material misstatements, whether due to fraud or error.

— Designing and performing further audit procedures responsive to those risks, and
obtaining audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk that the Four Specific Topics are misleading or unbalanced, or the
risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from errors. Fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

— Evaluating the reliability of external experts in providing input data for the MNet
Fromaoter Score and Feeling of Financial Empowerment indicators.

We communicate with the Supervisory Board regarding, among other matters, the
planned scope and timing of the review and audit and significant findings that we
identify during our review and audit.
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From the matters communicated with the Supervisory Board, we determine the key
assurance matters: those matters that were of most significance in the review of the
Mon-financial Information and the audit of the Four Specific Topics. We describe these
matters in our assurance report unless [aw or regulation precludes public disclosure

about the matter or when, in extremely rare circumstances, not mentioning it is in the
public interest.

Amstelveen, 4 March 20159
KPMG Accountants N,

.4 Hogeboom RA
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Chairman’s statement

Despite much progress commercially and strategically, 2018 was
a disappointing year for ING. Painful setbacks highlighted the need
to work hard to strengthen compliance and risk management and
to improve stakeholder management.

Setbacks...

2018 was a year in which two important issues adversely impacted ING's reputation and led to
negative sentiment towards the bank.

CEO compensation

The first one was the Supervisory Board proposal to amend the Executive Board remuneration
policy to bring the remuneration for the CEO position closer to peers within the Euro Stoxx
benchmark. It met with strong criticism from the public, politicians and others, leading the
Supervisory Board to withdraw the proposal. As the Supervisory Board, we acknowledge that we
made serious mistakes with regard to stakeholder engagement. Stakeholders have different,
sometimes conflicting, opinions on remuneration, and the issue is a particularly contentious one in
Dutch society. Following an evaluation of the decision-making process, we have formulated an
approach that going forward should ensure that we sufficiently weigh any future remuneration
policy changes and carefully consider stakeholder viewpoints.

Since being appointed chairman of ING’s Supervisory Board, | have represented ING in meetings

with politicians, government officials, the Works Council, investors, employees and clients.
Stakeholder management and a continuing dialogue with stakeholders are of critical importance to
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ING's success and will be an important point of
attention for my colleagues and me in the years
to come.

Settlement

The second issue was the settlement with the
Dutch authorities related to the previously
disclosed criminal investigations that found
serious shortcomings in the execution of
customer due diligence requirements to prevent
financial economic crime at ING Netherlands in
the period investigated (2010-2016). This is
something we deeply regret and are taking very
seriously. The management and Supervisory
boards are committed to leading change to
strengthen ING's risk culture so that we meet
the highest standards in non-financial risk
management in general and in compliance in
particular.

One of the main priorities for the Supervisory Board, and for me personally, will be to monitor the
progress of the various measures ING is implementing to strengthen compliance and risk
management. Trust is ING's most important asset in our relationship with our many customers and
other stakeholders, and trust is essential for us to play our role in society. We will focus strongly on
keeping ING safe, secure and compliant so we safeguard the interests of customers and
stakeholders and fulfil our important role as a gatekeeper for the financial sector.
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..and highlights

ING enjoyed strong commercial growth in 2018. It also made good progress transforming the
business to ensure it continues to support customers and deliver a superior digital experience in the
future.

It is the role of the Supervisory Board to advise and challenge the Executive Board and
Management Board Banking. At a time when ING is accelerating its Think Forward strategy, an
important part of that role is monitoring the transformation and the various initiatives comprising it
and making sure the right priorities are set. ING's transformation is a huge undertaking to realise an
ambitious vision of the future.

ING made good progress implementing the Think Forward strategy. Among the many examples of
this was the growing number of primary relationships, which illustrates that clients are attracted by
what ING has to offer. The bank’s strong Net Promoter Scores also show that clients recognise the
differentiating experience that ING provides. These are things to be proud of and they show that
ING is relevant for its customers.

Progress was also made in an important transformation programme: ING's Model Bank platform
initiative to develop a harmonised retail customer proposition in five European countries (the Czech
Republic, France, Italy, Spain and later in Austria). The launch in the Czech Republic in December
2018 of a first version of the new digital platform is an important step that brings ING closer to the
ambition of becoming one digital, mobile-first platform that offers a uniform customer experience
everywhere we operate.

A highlight in 2018 of a different order involved ING taking up its social and economic responsibility
to fight climate change. With the Terra approach, ING is supporting the Paris Climate agreement’s
goal of keeping global warming well below two degrees Celsius by co-creating an innovative,
accurate way to measure the climate impact of its lending portfolio. Read more about Terra in this
annual report.
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Transformation: big impact

The sharpened focus on non-financial risk, the big steps ING is making in accelerating the
implementation of the Think Forward strategy and the transformation across the organisation to
support that make it crucial to set clear priorities with regard to allocating talent, capital and
management resources.

We recognise that the many changes in the way employees work, in how ING is organised and in
the IT area place great demands on ING's employees. They need to manage change at the same
time that they carry out their daily work supporting our customers. | am impressed by what has
been achieved so far. But | also know it's important to find the right balance to make sure change is
successful in the longer term.

Education and self-assessment

Continuous learning is important, not only for ING's employees, but also for Supervisory Board
members so that we have a deep understanding of ING and the developments both within and
outside of the financial sector that are relevant to the bank. We worked hard during the year to
strengthen the knowledge and expertise of the Supervisory Board, especially in the areas of
reqgulation and talent development.

In 2018, the Supervisory Board attended special knowledge days and educational sessions on a
range of topics, and did ‘deep-dives’ into ING's businesses, including ING in Germany. Together with
the MBB, we visited ING offices in Milan and Madrid. These were worthwhile activities that provided
us with valuable insights into ING’s businesses and important topics.

Self-assessment is important to gauge the overall quality of the Supervisory Board's functioning,
the performance of the committees and to identify areas for improvement. Following the
discussions on the self-assessment in February 2019, the Supervisory Board identified as its overall
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spearheads for 2019 improving stakeholder management with a focus on reinstating trust with
customers and other stakeholders and employees’ pride at being part of ING, and achieving the
right balance between challenging and supporting the Executive Board and the Management Board
Banking - particularly in the areas of compliance and performance management, with clear
priorities and milestones. Additional key priorities include keeping on top of developments in the
regulatory and external supervision landscape, as well as in the areas of non-financial risk,
compliance and internal control.

Building for the future

In the Report of the Supervisory Board in this annual report you can read about changes in the
composition of the Supervisory Board, the Executive Board and the Management Board Banking.
These included the departure of CFO Koos Timmermans who in consultation with the Supervisory
Board stepped down following the announcement of the settlement. I'd like to take this opportunity
to thank Koos for his many years of dedication to ING and to acknowledge the significant
contribution he made to ING through his expertise, knowledge and loyalty.

In 2019, we face many uncertainties: about economic growth, about Brexit and about how
technological developments and disruption will affect our industry. There will also be new
reqgulations at national and international level. We hope these will speed up progress on the EU
banking union, which is an essential condition for a competitive banking sector in Europe, and also
contribute to a more level playing field between banks and new entrants, like the Big Tech
challengers, who are often more lightly requlated than financial services companies.

ING Group Annual Report 2018

Consolidated annual accounts

90

Parent company annual accounts Other information Appendices

But there are also important things we know we can build on. For one, the dedication of our
employees, who continue to empower ING's customers. ING's achievements in 2018 demonstrate
that the strategy is paying off and that customers continue to turn to ING for their financial needs.
And ING's response to setbacks in 2018 show we have the ability to learn from mistakes and take
steps to build a better future. These are things that give me confidence as | look ahead.

On behalf of my colleagues in the Supervisory Board, | wish to express my gratitude to ING's
employees for their dedication and hard work, to thank customers for their trust in us and

shareholders for their loyalty. These bonds are the basis of ING's success, and my colleagues and |
are committed to strengthening them in the future.

/

Hans Wijers
Chairman of the Supervisory Board

4 March 2019, Amsterdam
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Report of the Supervisory Board

The Supervisory Board and its committees focused in 2018 on
overseeing and challenging ING’s management in their efforts to
advance the Think Forward strategy in areas like beyond banking
services and developing a platform approach. Other important
topics of attention for the Supervisory Board in 2018 were the
Executive Board remuneration policy, the investigation by Dutch
authorities and the EBA Guidelines on Internal Governance.

The Supervisory Board met 10 times in 2018. On average, 95 percent of the Supervisory Board
members were present at the meetings. This attendance rate illustrates that the members of the
Supervisory Board are continuously engaged with ING and are able to devote sufficient time and
attention to oversee ING's affairs. As of 2018 onwards all outside positions of the members are
collectively discussed on an annual basis, among others to safeguard continuation of such
engagement.

The Executive Board and Management Board Banking were present during each regular Supervisory
Board meeting. For part of the reqular meetings only the chief executive officer was present; this
was dependent on the nature of the topics addressed. The Supervisory Board also had sessions
with Supervisory Board members only, in advance of the reqular Supervisory Board meetings and
when justified by the nature of the topics on the agenda. The purpose of pre-meetings and
Supervisory Board-only meetings is to allow the Supervisory Board independent reflection on, and
consideration of, important matters without the attendance of the Executive Board and
Management Board Banking. The Supervisory Board prioritises striking a balance between the
interests of all stakeholders and maintaining an open dialogue with all departments within ING.
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Besides the Executive Board remuneration policy and the investigation by the Dutch authorities,
the Supervisory Board’'s main focus areas were the further acceleration of the Think Forward
strateqgy, including the various transformation initiatives and partnering with fintechs, the
anticipated impact of Basel IV and Brexit, updates on IFRS 9, the financing of the company in
accordance with our capital and liquidity adequacy (in line with our annually updated Risk Appetite
Framework), dividend capacity, thematic reviews in connection with several requlatory requests,
and updates on supervisory developments.

Please refer to Note 47 to the consolidated annual accounts of ING Group for more information.

SB Attendance 2018 SB RiCo AC NCGcom RemCo
Wijers (chairman) 9/10 - 5/5 10/10 717
Lamberti (vice-chairman) 9/10 4/6 4/5

Balkenende 10/10 6/6

Boyer 8/10 6/6 5/5

Breukink 10/10 - 9/10 6/7
Gheorghe? 10/10 6/6 - 5/5

Haase? 6/6 3/3

Reibestein 10/10 6/6 5/5 - 6/7
Total attendance* 95% 93% 95% 93% 92%

1 This SB attendance overview only shows the re?ul_or SB (committee) meetings that took Eloc_e during the gDeor. The 2018 additional and
ad-hoc¢ SB (committee) meetings specifically refating to the EB remuneration policy and the investigation by the Dutch authorities are not
taken into account in this overview for comparison purposes with previous years.

2 Gheorghe became a member of the NCGcom as per the end of the 23 April 2018 AGM, )

3 ngse s membership of the AC and the SB became effective on 1 May 2018. Before this date she was present at these meetings as an
observer.

4 The figures exclude observers, if any. In case an SB member cannot join a meeting, he/she will at all times continue to receive the
meeting materials to allow him/herto provide feedback on these in"advance.

The continuing dialogue between ING and external supervisors was a standard agenda item
throughout the year. Furthermore, the Supervisory Board exercised its oversight role to ensure
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necessary actions cascaded down into the organisation and were followed up, including those
related to culture and behaviour. Hans Wijers took over the chairman’s role from Jeroen van der
Veer in May 2018 after the 2018 Annual General Meeting. In this role he has had conversations with
various internal and external stakeholders, including employees, the Central Works Council and
government officials. In December 2018 he also participated in a governance roadshow with some
of our institutional investors.

CEO compensation

The Supervisory Board noted the reactions of various Dutch stakeholders following the proposal to
amend the Executive Board remuneration policy, as set out in the Annual Report 2017 and as
initially tabled for the 2018 Annual General Meeting, to bring the remuneration for the CEO position
closer to peers within the Euro Stoxx benchmark. In light of this, the Supervisory Board reconsidered
the proposal and decided not to put it up for a vote at the Annual General Meeting. The Supervisory
Board regrets the loss of trust and damage to ING's reputation caused by this proposal. This was
discussed at length during the 2018 Annual General Meeting. The Supervisory Board evaluated the
decision-making process, supported by an ad hoc Supervisory Board committee. The Supervisory
Board is now performing an extensive review of ING’s remuneration policy. This comprehensive
review will be performed by the Supervisory Board in consultation with its advisory bodies with
significant emphasis on broad stakeholder engagement.

Settlement agreement

ING announced on 4 September 2018 that it had reached a settlement agreement with Dutch
authorities related to an investigation that found serious shortcomings in the execution of
customer due diligence and requirements related to fighting financial economic crime. In light of
the investigation the Supervisory Board, supported by external legal counsel and subject-matter
experts, had numerous internal ad hoc meetings and several meetings with external parties that
resulted in said agreement on 3 September 2018. As part of the process, the Supervisory Board also
performed a management assessment for the persons in scope covering the period 2010-2016
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with subsequent necessary measures taken. Looking forward, the Supervisory Board, Executive
Board and Management Board Banking reconfirmed their commitment to comply with applicable
legal requirements and take the necessary actions to strengthen compliance risk management and
the culture of compliance throughout the organisation.

Appointment CFO

In addition, following the settlement and in consultation with the Supervisory Board, Koos
Timmermans stepped down from his position as CFO and member of the Executive Board and
Management Board Banking of ING. He was succeeded by Tanate Phutrakul, who was appointed as
CFO and member of the Management Board Banking effective 7 February 2019. The Supervisory
Board has nominated Tanate Phutrakul for appointment as a member of the Executive Board of ING
Group, subject to shareholder approval at the Annual General Meeting on 23 April 2019. The
appointments have been approved by the European Central Bank.

Permanent education and business visits

Permanent education and business visits are important for the members of the Supervisory Board
as part of their continuous learning aimed at maintaining their expertise at the required level and
expanding it where necessary. They also help to keep up-to-date with and gain in-depth insight
into the global and local economic, financial and political landscape and to increase the Supervisory
Board's understanding of and engagement with ING's business operations and its stakeholders. The
annual Supervisory Board Knowledge Days, that took place on 10-12 January 2018 in Frankfurt and
that were combined with regular Supervisory Board meetings, focused on gaining more insight into
Germany's economy and financial landscape. There was also a ‘deep dive’ into the current business
and activities of ING in Germany, also covering our presence in Austria and the Czech Republic, and
how these relate and contribute to ING's Think Forward strategy. As part of the annual business
visit, the Supervisory Board, together with the Management Board Banking, visited the offices of
ING in Milan and Madrid in September 2018. The visits allowed the Supervisory Board to get a better
understanding of local business issues. There was also a special focus on Model Bank, the



Contents Report of the Executive Board Corporate governance

> Report of the Supervisory Board

integrated banking platform being designed to offer a consistent experience across multiple ING
markets.

Throughout the year, a number of other educational sessions on specific topics were organised for
and at the request of the Supervisory Board, including some covering regulatory requirements.
Topics included the 2018 EBA stress test, the bank’s changing competitive landscape and
partnering with fintechs, ING’s position on crypto currencies and tokens, pro-active balance sheet
management, risk modelling, the pricing process , data ethics/security, dilemma management, the
Organisational Health Index, ING's global job evaluation framework, and performance management
and remuneration practices. These educational sessions and visits also provided opportunities for
Supervisory Board members to interact with senior management in speed-meet sessions. These
conversations contribute to better mutual understanding and alignment on what matters most to
ING, both for its employees and for the Supervisory Board. As in previous years, the Supervisory
Board will continue this practice.

Strategy based on long-term value creation

In 2018, ING continued to work on implementing its Think Forward strategy focused on long-term
value creation and based on our purpose to empower people to stay a step ahead in life and in
business.

In late 2016, ING announced the acceleration of the implementation of the strategy (accelerate
Think Forward), focusing on investing in our digital transformation, creating a scalable banking
platform and realising €900 million of gross costs savings by 2021. A global transformation
programme was approved to realise the acceleration of the strategy. The basic starting point of the
programme was ING's value proposition, captured in multiple workstreams across the ING network.
Throughout 2018, the Supervisory Board discussed the progress of the strategy and its
transformation programme and, as part of this, had an active dialogue with the Executive Board
and the Management Board Banking.
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ING's strategy, together with the transformation programme, includes an overarching view and a
number of initiatives to further improve the customer experience, earn primary customers, develop
analytics skills to understand our customers better, increase the pace of innovation to serve
changing customer needs, enhance efficiency, and think beyond traditional banking to develop
new services and business models whilst growing our lending capabilities. As part of this, platform
thinking was an important theme in 2018, with plans to become a go-to platform for customers’
financial needs, to participate on others’ platforms and to develop independent initiatives in
partnership with others. Other aspects of the accelerated strategy programme were discussed and
approved. Important drivers of the programme were addressed, such as the future of banking, the
journey of convergence, maintaining commercial momentum, how to fund and drive the
transformation and risk management. The Supervisory Board acknowledges it is important to take
into account the duty of care towards those stakeholders of the bank who may be impacted by the
transition.

Financial and risk reporting

The Executive Board has prepared the annual accounts and discussed these with the Supervisory
Board, including the SOX 404 Report in relation to our Annual Report on Form 20-F. ING's Annual
Report is presented in in