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Empowering people




Our customers’ world isn’t standing still and neither is ours.
Rapid technological advances and digitalisation are
changing their behaviour. They now expect the same
personal, instant, relevant and seamless experience from
their bank that they get from other digital providers. To
keep meeting their expectations, we're speeding up our
digital transformation. So we build a bank that will be
relevant for our customers, now and in the future.

Empowering people to stay a step
ahead in life and in business



Contents

Report of the Executive Board

ING at a glance 3
CEO statement 6
The world around us 9
Our strategy and how we create value 16
Improving the customer experience 23
Our business 28
Our people 38
Risk and capital management 42
Composition of the Executive Board and Management Board Banking 51
ING Shares 52
About this report 55
Independent auditor’s assurance report 57
Corporate governance

Chairman'’s statement 61
Report of the Supervisory Board 63
Corporate governance 70
Dutch Corporate Governance Code Statement by the Executive Board 83
Report of the ING Continuity Foundation 84
Conformity statement 85
Section 404 Sarbanes-Oxley Act 86
Report of independent registered public accounting firm 87
Remuneration report 88
Works councils 100
Consolidated annual accounts

Consolidated statement of financial position 103
Consolidated statement of profit or loss 104
Consolidated statement of comprehensive income 106
Consolidated statement of changes in equity 107
Consolidated statement of cash flows 110
Notes to the consolidated annual accounts 112
Risk management 223
Capital management 289
Parent company annual accounts

Parent company annual accounts 295
Other and additional information

Independent auditor’s report 309
Articles of Association - Appropriation of results 315
Risk Factors 316
Non-financial appendix 337
Non-GAAP measures 354
General information 355



Contents Report of the Corporate Consolidated
Executive Board governance annual accounts

Parent company Other Additional
annual accounts information information

(

ING at a glance

We are a global financial institution with a strong

European base offering banking services.
Our customers are at the heart of what we do.

ING has a presence in over 40 countries. Though our local
businesses vary in terms of their market positions, all are
guided by our purpose of empowerment and strategy

to provide customers with a differentiating customer
experience.

Market Leaders are our businesses in mature markets

in the Benelux where we have strong market positions

in retail and wholesale banking. We're implementing an
operational integration of Belgium and the Netherlands
as part of our strategy to provide a uniform customer
experience based on a digital-first model, enhance
operational excellence and create greater cost efficiency.

Challengers are our businesses in markets where we aim
to build a full banking relationship digitally distributed

at low cost via platforms like Model Bank, which we are
developing for several European banking markets, and
Welcome, in Germany. We are also using our direct
banking experience to grow the lending business at low
cost in areas like consumer and SME lending. And we are
using our strong savings franchises to fund expansion of
Wholesale Banking in these markets.

Growth Markets are businesses with a full range of
retail and wholesale banking services in markets with

expanding economies and strong growth potential. We're
investing to achieve sustainable franchises and will focus
on digital leadership by converging to the

direct-first model and prioritising innovation.

Wholesale Banking provides corporate and financial
institutions with specialised lending, tailored corporate
finance and debt and equity market solutions. We also
offer working capital solutions, payments and cash
management and trade and treasury services to help
them achieve their business goals. We support our
clients’ international needs with local presence in more
than 40 countries.

Our customers Our employees
X
a—
I —

37.4 million 54,000+

(year-end 2017) (year-end 2017)

W Market Leaders
The Netherlands, Belgium, Luxembourg

M Challengers
Germany, Austria, Spain, Italy, France, Australia, Czech Republic

Il Growth Markets
Poland, Turkey, Romania and bank stakes in Asia

Il Wholesale Banking activities only
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ING at a glance - continued

Performance highlights

Non-financial key figures

2017 2016 2015
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)*? 10.8 9.9 9.2
Climate Finance (lending outstanding in EUR billion, year-end)* 14.6 - -
Social Impact Finance (lending outstanding in EUR billion, year-end)* 0.5 - -
Sustainable assets under management (in EUR billion, year-end) 4.8 33 2.6
Number of customers that felt financially empowered (in million, year-end)* 25.4 239 20.5
Human Capital Return on Investment indicator 2.51 2.59 2.48
Retail Banking system availability in the Netherlands and Belgium (in percentage)** 99.7 - -
Wholesale Banking system availability (in percentage)# 100 - -

Consolidated result®

in EUR million 2017 2016 2015
Net result attributable to ING Group's shareholders 4,905 4,651 4,010
Underlying net result Banking 4,957 4,976 4,219
Underlying result before taxation Banking 7,199 7,028 5,959
of which underlying income 17,704 17,458 16,552
of which underlying operating expenses 9,829 9,456 9,246
of which underlying addition to loan loss provision 676 974 1,347

Balance sheet

in EUR billion, year-end 2017 2016 2015
Total assets ING Groep NV.6 846 845 1,005
Total assets ING Groep NV.! 846 845 842
Shareholders' equity ING Groep NV. 50 50 48
Customer lending ING Groep NV.”¢ 574 561 533
Customer deposits ING Groep NV. 540 523 501

Other indicators

2017 2016 2015
Effective underlying tax rate (in %) 30.0 28.1 28.0
Risk-weighted assets ING Group (EUR billion, year-end) 310 314 321
Underlying risk costs in bps of average RWA 22 31 4b

Our financial goals

Ambition 2020 2017 2016 2015
Common equity Tier 1 ratio fully loaded ING Group > Prevailing fully-loaded requirements 14.7% 14.2% 12.7%
Leverage ratio ING Group® >4% 4.7% 4.8% 4.4%
Underlying cost/income ratio 50-52% 55.5% 54.2% 55.9%
Underlying return on equity ING Group Will provide more clarity in 1H18 10.2% 10.1% 8.6%
Dividend per share (in euros) Progressive dividend 0.67 0.66 0.65

Share information

2017 2016 2015
Net result per share (in euros) 1.26 1.20 1.04
Shareholders' equity per share (end of period in euros) 12.97 12.84 12.36
Dividend per share (in euros) 0.67 0.66 0.65
Price/earnings ratio 12.1 11.1 12.0
Price/book ratio (end of period) 1.18 1.04 1.01

Subject to reasonable assurance by KPMG. Throughout the report indicated with ®. See ‘Independent auditor's assurance report’, page 57.

200,000 additional primary customers due to restatement in 3Q2017 in Poland; historical numbers have been restated.

A description of ING's Climate Finance and Social Impact Finance, see www.ing.com/17ar01.

Scope is not comparable to availability reported for 2016 and 2015.

For further explanation of non-GAAP measures, see ‘Additional Information’ section of the Annual Report.

ING changed its accounting policy for the netting of cash pooling arrangements in the second quarter of 2016. In accordance with IFRS, the comparable amounts for
2015 were adjusted.

The comparable 2015 cash-pooling balances in Customer lending and Customer deposits are still presented on a net basis in order to provide consistent information to
its users.

Customer lending is defined as: loans and advances to customers -/- securities at amortised costs -/- provision for loan losses.

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.

~ AUV WN

O
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Executive Board

ING at a glance - continued

Non-financial review

o © 14.6 bln

7 Climate Finance 48 bln
I 020m., <&

of 13 countries Social Impact Finance
Net Promoter Score Retail Banking* Responsible finance Sustainable Assets under
Our customer centric focus helped us In 2017, we matured and strengthened our Management (SAuM)
achieve a first-place ranking in seven approach by introducing a responsible finance  systainable Assets under Management
countries, compared with two or more portfolio, replacing our Sustainable Transitions  jncreased to EUR 4.8 billion, up by EUR
selected local peers. NPS surveys were held  Financed. At the end of 2017, Climate Finance 1.1 billion of new business. This underlines
in 13 countries with retail banking activities. amounted to EUR 14.6 billion and Social our clients’ appetite for products and

Impact Finance amounted to EUR 0.5 billion.  services that apply sustainability criteria.

— 99.7%
25.4 min H 2.51 Nethertancs and Betgium
fel —
g ;izt:cr;;ellrtj e‘:ntpowered (o) 1 O O 0/ (0]

Wholesale Banking

Financial empowerment! Effective employer Human Capital ROl System availability*

Since 2015, we have been measuring our The Human Capital Return on Investment We strive to maintain a high level of system
efforts to improve the financial behaviour of  indicator helps us identify the influence of HR  availability of our online payments channels.
our customers and society. In 2017, 25.4 inputs on the organisation’s productivity. This ~ For 2017, weighted system availability for
million people felt financially empowered as  ratio of profitability divided by employee costs  Retail customers in the Netherlands and

a result of interactions with our financial was 2.51in 2017 compared to 2.59 in 2016. Belgium was 99.7%. For Wholesale Banking
empowerment initiatives. customers, system availability was

100% globally.

Financial review

1| +5% é - 0.4% @)@ 10.2%

Net result ING Group Underlying net result Banking® ING Group’s underlying return

The increase reflects a stable underlying net  The underlying net result was stable as higher  on equitg5

result from Banking, whereas the 2016 result interest results, increased fee income and ING Group's underlying ROE was 10.2% in
included the negative impact from special lower risk costs were offset by lower one-off 2017, broadly in line with 2016. Although
items (restructuring charges related to the  gains and volatile items, higher expenses more clarity is now available following the
digital transformation programmes), in part  (mainly due to investments in strategic agreement on Basel IV, it is still too early to
offset by the positive net result from the projects and higher costs to support business  gnnounce a Group ROE Ytarget.

discontinued insurance operations. ING sold  growth) and a higher effective tax rate.

its final stake in NN Group in April 2016. Commercial performance was robust with

4.8% net growth in the core lending book.

AN 399 ®) 14.7% &) 555%

\J
Addition to the loan loss provision Fully loaded CET1 ratio ING Group Underlying cost/income ratio®
Risk costs declined to 22 bps of average RWA The CET1 ratio improved from 14.2% at The cost/income ratio increased from 54.2%
(which is below ING's through-the-cycle risk  year-end 2016, due to an increase in CET1 in 2016, as income growth was outpaced by
cost average of 40-45 bps), driven by a capital combined with lower RWA as positive  higher expenses. This was mainly due to
benign credit environment in most markets  risk migration and FX impacts more than offset higher expenses to support business growth
where ING is active. the impact from volume growth and model and increased investments in strategic
updates. The increase in CET1 capital was projects; the related benefits will materialise
driven by net profit, partly offset by the later. ING remains committed to the
proposed dividend payments and a decline Ambition 2020 target of 50-52%.
in reserves.
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CEO statement

Building the bank of the future

ING delivered strong commercial growth and
financial results in 2017, and we continued

to empower customers with a differentiating
experience. We also made good progress
laying the foundations for the ING of the
future. With disruption in banking increasing,
we're accelerating the implementation of our
Think Forward strategy to deepen and expand
the customer relationship.

At ING, our purpose is to empower people to stay a step
ahead in life and in business. This guides us as we shape
our own business to serve our customers and continue
to excel for them in the future.

In 2017, we again saw rapid growth in interactions with
customers through mobile devices. With our Customer
Promise to be clear and easy, available anytime and
anywhere, to empower and to keep getting better, we've
established ourselves as a leader in digital banking.

Across the bank we see many examples of how we are
putting our purpose and Customer Promise into practice.
In many retail countries we offer easy-to-access digital
tools that help customers make smart choices when
deciding between savings and investment options,
empowering them to achieve their current and longer-
term goals. We're also making banking easier, like in
Germany, where we offer time-saving features such as

a fully digital, three-step account opening process and a
digital income check that allows fast loan approvals even
when that income is at another bank.

Solid performance in 2017 in Wholesale Banking
demonstrated the skills that differentiate us in the
market. These include sector expertise in industry
lending and expertise in areas like payments and cash
management, working capital solutions and financial
markets that support the financial resilience of clients.
We'll further develop Wholesale Banking as a client-
focused franchise that offers a consistent experience
across borders. This includes moving to a stronger
sector organisation and strengthening our international
network with more resources in Asia and the Americas.

Customer numbers are rising. In 2017, the overall
number of retail customers increased to 37.4 million,
up more than four million since the launch of the Think
Forward strategy in 2014. The number of primary

relationships - customers with a current account with
recurring income and at least one other product - grew
to 10.8 million. We're on track to meet our ambition of
14 million primary customers by 2020. We were rated
number one in terms of NPS in seven of our 13 retail
markets in 2017.

2017 results

These strong relationships with customers helped to
drive ING's robust commercial growth and financial
results in 2017. ING recorded a full-year 2017 net profit
of EUR 4,905 million, an increase of 5.5 percent year-on-
year. Our net core lending to customers grew by almost
EUR 27 billion, or 4.8 percent, and net customer deposits
rose by EUR 19 billion compared to year-end 2016.
Lending growth came from all regions, except the
Netherlands, which saw a decline in mortgages. The
growth was well diversified, with strong growth in the
retail activities in Belgium and the Challengers & Growth
Markets, but also from Industry Lending and Working
Capital Solutions within Wholesale Banking. Income
increased, driven by resilient interest margins and higher
fee income and despite lower one-off gains and volatile
items. Risk costs declined further due to the benign
credit environment in most markets where ING is active.
Expenses rose mainly due to an acceleration in digital
investments and higher costs to support business
growth. Our capital base strengthened, with ING Group's
CET1 ratio improving to a robust 14.7 percent at
year-end 2017. ING's underlying return on equity was
with 10.2 percent broadly in line with 2016.

Reflecting these strong results, the Board proposes to
pay a total 2017 dividend of EUR 0.67 per ordinary share,
subject to shareholder approval at the AGM in April

2018. This is in line with our goal of paying a progressive
dividend over time, while maintaining healthy capital
levels.
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CEO statement - continued

Building the ING of the future

ING's strong 2017 performance came against a
backdrop of challenges for the banking sector. Low
interest rates are pressuring margins from savings and
lending activities. New regulatory rules are increasing
capital costs for core activities like mortgages and
industry lending. But the most significant development
is digitalisation and how it is shaping customer
expectations and the competitive landscape.

Banking products have become commoditised; and |
firmly believe the customer experience will be the key
future differentiator. The standard is now being set

by digital disruptors. Among them fintechs, who are
applying a superior digital experience with low-cost
online delivery to compete for key areas of banks'’

value chains. The biggest digital disruptors are now
serious contenders, like Google and Apple in the area of
payments, and China’s Alibaba and Tencent (owner of
WeChat) that both now have banking licenses.

These developments are an important opportunity for
ING. This digital trend, with its direct interaction with
customers in a personal, instant, relevant and seamless
way based on standard products, plays more to ING's
strengths and experience than to that of any other
incumbent. The fast growth ING is experiencing shows
we're succesfully applying our own two decades of
experience as digital disruptors with ING Direct.

| believe digital ‘ecosystems’ are where customers will
spend their time in the future. At ING, we aim to be part
of these ecosystems and also to be a go-to platform for
all our customers’ financial needs, open to third-party
providers of financial and other relevant offerings.

To achieve that, we're accelerating the Think Forward
strategy and transforming our organisation. Our
ambition is to build a scalable digital banking platform
across borders that provides customers with the same
clear and easy experience wherever they interact with
us; one that can integrate into other digital platforms to
serve customers where they need us. We're developing
the data skills so we really know our customers and

can provide the personal and relevant service they
expect. This will be the basis of a strong brand that earns
customer loyalty and sets us apart from competitors.

These ambitious changes aren't possible without a
strong culture of innovation. We foster that through

our PACE methodology. It combines elements of

Lean, Agile Scrum and Design Thinking and uses fast
experimentation and customer validation to cut the
time to market for innovations and other improvements.
Our innovative approach includes our own internally
incubated fintechs. Like Yolt, whose aggregation app is
in beta testing in the UK and growing rapidly. And the
Payconiq payments app that we launched in Belgium
and plan to roll out in the Netherlands and Luxembourg.

Partnerships with over 100 fintechs are speeding up our
own pace of innovation. In late 2017, we launched the
EUR 300 million ING Ventures fund to invest in start-ups
and companies that have already gained some market
traction. These investments are aligned to our strategy
of providing a differentiating customer experience.

At the same time that we transform ING and prepare
for the future, we must also ensure that our day-to-day
operations meet the highest standards and that we
continue to live up to the expectations of customers
and society. This includes ensuring that critical non-
financial risk areas, such as customer due diligence and
anti-money laundering measures, stay top of mind
and are supported by a structural approach and strong
foundations.

Supporting a sustainable world

Banks have a major role to play in supporting the
sustainable development and responsible behaviour and
policies. This is something we're committed to at ING,
and something | personally feel very strongly about.

In 2017, ING financed sustainable projects in areas
including renewable energy, water management and
public service infrastructure.

Banks can't create a sustainable world alone, but they
can have a real impact. We decided in 2017 to focus our
sustainability efforts on contributing to a low-carbon
and self-reliant society. We think this will have the

most impact both for our customers and society. This
also supports our commitment to the UN Sustainable
Development Goals, particularly on sustainable and
inclusive economic progress (goal 8) and on sustainable
consumption and production (goal 12).

For businesses, this includes increasing financing for
responsible companies while reducing financing for
carbon-intensive sectors, continuing our involvement in
the circular economy and increasing financing aimed at
promoting social progress. For customers, our approach
to promoting a self-reliant society includes providing
them with tools and insights that improve their financial
decision-making and resilience. We do this as well for
the general public through the Think Forward initiative,
an independent expert platform researching consumer
behaviour and developing solutions to help them make
better financial choices.

ING continued to be recognised in 2017 for our
commitment to sustainability. We were again included
in the Dow Jones Sustainability Index’s (DJSI) World
Index and Europe Index for banks, scoring 89 out of
100, compared to an industry average of 58. And the
non-profit global environmental disclosure platform
CDP again named ING a global leader in the corporate
response to climate change.
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CEO statement - continued

Regulation

On the regulatory side, there were a number of
important developments in 2017. The first is PSD2,

the EU payment services directive that is opening
Europe’s payments industry to non-banks. This will
greatly increase competition and promote innovation
in areas like mobile and internet payment services. But
in practice non-banks are less strictly requlated than
banks, particularly in areas like customer due diligence,
fraud and cyber-security risks, as well as the use of
commercial and payment data. It's important to address
this lack of a level playing field, both in the interests

of customer security and to promote fair competition,
especially with the powerful global tech firms.

Secondly, Basel ‘IV' rules were agreed that introduce
common capital floors for various types of lending.

The idea behind these floors is to promote a level

playing field. However, because they fail to take default
experience and differences in legal systems into account,
they achieve the opposite of a level playing field and will
increase the cost of borrowing, for instance in areas like
mortgages. This will ultimately impact the important
role banks play in facilitating economic growth.

Another issue is bank taxes. Introduced following

the financial crisis to compensate for the perceived
advantage banks gained by receiving state support,
these taxes have now been abolished in a number of
eurozone countries. We regret that the Netherlands
has not yet followed suit. This puts Dutch banks at a
competitive disadvantage compared to many of their
European peers.

The way forward

| am proud that ING was named Best Bank in the

World 2017 by Global Finance magazine, which cited in
particular our digital leadership and strong innovation
culture. This prestigious award recognises the many
achievements that we've made through the creativity,
hard work and commitment of ING's talented employees
around the world.

In a world in flux, finding the way forward can at times
be challenging, but I'm confident that at ING we have
the vision, entrepreneurship, drive and financial strength
to turn today’s achievements into success in the future.
I'd like to express my appreciation to our customers and
shareholders for their continued confidence in ING. And

| wish to sincerely thank our employees for all their hard
and excellent work in 2017. They inspire me every day.

ﬁa,[p& d‘famuag

Ralph Hamers
Chief Executive Officer ING Group

5 March 2018
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The world around us

The world around us is constantly changing.
This chapter highlights several trends that
have a major impact on our own operating
environment, as well as on that of our
competitors. This includes the economy
and current low interest-rate environment;
increasing regulatory scrutiny and costs;
digitalisation and changing customer
behaviour; and what our stakeholders
expect of us.

Increased global economic momentum
Economic momentum picked up further in 2017,
outpacing the global economic growth seen in 2016.

In the United States, growth has remained strong. This
is now the second-longest economic expansion since
the end of World War Il. At the same time inflation has
stayed low, allowing the Federal Reserve to follow a very
gradual path of interest rate increases.

In the euro areaq, all member states’ economies are
growing. The eurozone's economic performance was
particularly positive, as the area recorded its lowest
unemployment rate in nine years and economic
confidence reached pre-crisis levels.

In the United Kingdom, economic growth has slowed,
against a background of continued uncertainty about
the future relationship with the European Union. The
economy in Asia remained strong with growth rates

of the advanced economies in that region generally
accelerating. Growth in major emerging-market
economies has improved overall, helped by a rebound in
some commodity producers that experienced recessions
in 2015-16.

Rates increase, but remain low
Longer-term government bond yields
rose somewhat compared to their 2016

@ lows on the back of a strengthening
global economy, the Fed's US rate

X increases and the anticipated end to

exceptionally easy monetary policy
elsewhere.

However, with inflation in most developed economies
staying low, longer-term yields remained modest while
equity markets in advanced economies performed well
and corporate credit spreads were at, or close to, their
tightest levels since the beginning of 2008. Volatility was
subdued despite increased geopolitical tensions around
North Korea.

Euro on therise

The euro rose against the US dollar in 2017, propelled by
the strengthening economic outlook in the euro areaq,
diminishing political uncertainty and expectations about
the tapering of quantitative easing in the euro area.

Regulatory landscape and continuing
uncertainty

Continued delays around the Basel ‘IV’
discussions (i.e. the revisions to Basel

—~— 1) addressing the variability of banks’
Y == internal models, which weren't finalised
T until December 2017, led to ongoing

international uncertainty. This had
an impact on strategic planning and
business decisions for many banks.

At a European level, the Single Supervisory Mechanism
continued to strengthen its supervisory role through the
ECB. This was reflected in the priorities it set for 2017:
business models and profitability drivers; credit risk, with
a focus on non-performing loans and risk concentrations;
and risk management.

The Single Resolution Board adopted its first resolution
decisions for banks from Italy and Spain. Meanwhile

the resolvability of banks has been further improved

by building up loss-absorption buffers. European global
systemically important banks are advancing their bail-in
issuances and will likely meet the internationally agreed
total loss-absorbing capacity (TLAC) standards per 2022.
Resolution authorities have provided European banks
with initial targets for minimum requirement for own
funds and eligible liabilities (MREL). These targets will

be reviewed once the ongoing discussions on the bank
recovery and resolution directive (BRRD) and the review
of capital requirements requlations (CRR) have been
finalised.

The Single Resolution Fund is also showing a steady
increase. The size of the fund is now almost EUR 18
billion, aiming to meet the target requirement of EUR

55 billion in 2023. Despite the fact that the discussion
on the European Deposit Insurance Scheme (EDIS) didn't
show much progress throughout 2017, the completion
of the Banking Union gained political momentum. In the
course of 2018, further steps are expected to ensure

its completion by 2019. We would also welcome a
deepening of the Economic and Monetary Union, which
would help to enhance economic and financial stability
in the eurozone.

The range and complexity of non-prudential regulation
(regarding other things than financial strength)
continues to increase. Regulation is becoming more
stringent in areas like customer due diligence, and
transaction monitoring to detect and report money
laundering (AML), terrorist financing and fraud. Individual
country laws and specific regulations often prevent
cross-border information sharing, between public and
private authorities and between private parties. This
restricts the effectiveness of bank systems and is most
evident when large financial institutions operate a global
compliance model.

ING will participate in a public/private sector partnership
initiated by Europol and the Institute of International
Finance. This high-level forum aims to find better ways
to share information within existing laws.
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In general, ING continues to favour a more harmonised
European approach to requlations. This would help to
align the customer experience across borders and could
accelerate the digitalisation of ING's banking services.

ING's regulatory costs increased to EUR 901 million
from the already elevated level of EUR 845 million in
2016. This was due to ING's contribution to local deposit
guarantee schemes, the European resolution fund and
bank taxes.

2017 marked the kick-off of Brexit negotiations. ING is
monitoring these closely to make Britain's exit from the
EU as smooth as possible for our business and customers.

Competitive landscape

Technology is removing a number of the barriers to entry
that once insulated our business. We face competition
from many different directions, with relatively new
players providing more segmented offers to our
customers. Technology giants, payment specialists,
retailers, telecommunication companies, crowd-funding
initiatives and aggregators are all entering the market
for traditional banking services. Our customers, in turn,
are more willing to consider these offers.

Safe banking requires specific knowledge of financial
services, in-depth knowledge of customers, and rigorous
risk-management systems. As competition from outside
the banking sector continues to increase, we have to
become faster, more agile and more innovative.

With our long track record and strong brand, we believe
we are well placed to seize these opportunities and
become a better company for all of our stakeholders.
We are a leader in digital banking, and we have scale
combined with local market expertise. We are investing
in building profitable, mutually beneficial relationships
with our customers based on the quality of our service
and the differentiating experience we offer them. We
continue to work hard to win their hearts and minds,
demonstrating our concern for them and all our
stakeholders. We aim to be even clearer about the
strategic choices we make.

The diagram at the bottom of this page shows what we
perceive to be our strengths, weaknesses, opportunities
and threats based on assessments by management.

< Read more in ‘Our strategy and how we create
value’ chapter.

Societal challenges

In our view, both climate change and the so-called
fourth industrial revolution can lead to societal
changes.

The effects of climate change, including the growing
scarcity of water, food, energy and other material
resources, pose daunting social and environmental
challenges. The causes and the solutions to these
challenges are complex, but we already know that
they will change traditional business models.

Our perceived strengths, weaknesses, opportunities and threats

Strengths

- Strong and trusted brand with positive recognition
based on our differentiating customer experience in
many countries

- Leader in digital banking

- Among leaders in sustainability

- Balance sheet quality and stable funding base

- Global network provides competitive advantage
- Diversified business model

- Agile way of working

Opportunities

- Leverage our customer trust and reputation

- Improve the customer experience by accelerating
innovation and becoming more agile

+ Embed data-driven culture
- Create scalable cross-border banking platform

- Leverage expertise in digital delivery of advice and
support aimed at improving customer decision-
making

- Increasing market for Sustainable Finance
- Preferred banking partner for fintechs

10

Weaknesses

- High interest-income dependency

- Lower efficiency compared to disrupters
(e.g. tech giants)

- Diversity challenges

Threats

- Cybercrime

- Potential competition from new entrants to
the market

+ Low interest-rate environment
- Expected Basel IV’ impact on our lending franchise

- Increasingly complex regulatory environment leading
to heightened execution and non-compliance risk
- Lack of international level playing field in many

relevant areas, like equity buffers, bank taxation,
data (PSD2), remuneration

+ Financial sector continues to have an unfavourable
public image in many countries
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The world around us - continued

Business models, but more importantly people’s lives,
will also be influenced by the so-called fourth industrial
revolution - fast-changing technology such as artificial
intelligence that will cause many jobs to change, be
relocated or eliminated altogether.

We believe in taking the long view and in going beyond
just mitigating the harm related to these challenges -
we want to drive sustainable progress. Banks can bring
about change through their financing choices. We aim
to use our position to help lead the global transition to
a low-carbon and self-reliant society, tackling climate
change and the fourth industrial revolution.

What matters most to our stakeholders

To improve as an organisation, we need to continuously
identify and understand the topics our stakeholders find
most important and how these relate to the actions and
decisions we make. This helps us balance competing
expectations and address topics in an informed way.

We conduct a materiality assessment every year,
gathering input from stakeholders and ING's
management to assess what matters most to them and
our business. We identify the issues with the highest
priority for stakeholders and the biggest potential
business impact. This guides us in our strategic decision-
making, stakeholder engagement agenda and reporting
framework.

<@ See the ‘Non-financial appendix’ for a detailed process
description of the 2017 materiality assessment.

Overall results show that non-financial topics continue
to gain importance. We saw for example that both
stakeholders and ING's management still regard
innovative business developments as one of the most
important topics. This includes disruptive technologies
across industries, the threat from small fintechs as
well as giants such as Facebook and Google, and the
opportunities that advanced data analytics provide in
serving our customers.

<@ Read more in the ‘Our strategy and how we create
value’ chapter about innovation.

Responsible finance and investment policies, strongly
influenced by external developments around topics such
as climate change and human rights, gained visibility
both inside and outside of ING. Stakeholders expect

ING to have a long-term vision on where we can make
the biggest impact. We see our purpose - to empower
people to stay a step ahead in life and in business - as
inherently sustainable. ING focuses on using our position
as a global bank to spur environmental and social
progress, empowering a low-carbon and self-reliant
society.
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Also gaining importance across stakeholder groups is
the topic of enhancing customer financial capabilities.
Stakeholders find that banks have a responsibility to
increase the financial knowledge of their customers.
We see this as part of the way we empower people to
stay a step ahead.

Customers expect targeted/personalised explanation
of products and services based on their needs. They
also expect ING advisors to have good knowledge of
products and services and to explain them in an easy
and transparent way.

Usability and accessibility of products and services
were deemed more important in 2017. We aim to keep
improving our mobile and online offering as we focus on
improving the customer experience. Banking products
have become increasingly commoditised - there is little
to differentiate one savings account or transactions
service from another. Instead, customers choose their
bank for the experience it offers. For ING, this means
being clear and easy, available anytime and anywhere
and most of all empowering - putting customers in

the driver's seat when it comes to their own finances.
This topic of ‘usability and accessibility of products and
services’ could be a game-changer for ING, given our
strategy.

< Read more in the ‘Our business’ chapter.

Overview material topics

Customer centricity

Innovative business developments
Customer privacy and data ethics
Enhancing customer financial capabilities
Stability of IT systems and platforms

Usability and accessibility of our
products and services

0000

Financial performance

Pricing of products and services
Managing risks (financial risks and
non-financial risks)

Responsible business practices

Corruption prevention
Responsible finance and investment policies
Transparency

~J 1]

Human capital

@ Diversity and equal opportunities
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More information

Opportunities & Risks

Customer centricity

Opportunities:

= Focus on improving customer
experience by accelerating innovation
and becoming more agile.

- Digital delivery of advice and support
aimed at improving customer
decision-making.

= Scalable cross-border banking platform
to make online interaction personal,
instant, seamless and relevant.

» Embed data-driven culture.

Risks:

- Technology is removing a number of
barriers to entry that once insulated
financial services.

» Cybercrime, fraud and cyber-security
risks arising due to growing
digitalisation across banking.

Opportunities:

» Leveraging a stable funding base and
balance sheet quality.

- Competitive advantage due to global
presence.

- Utilising specific, in-depth knowledge
of financial services, knowledge of
customers and rigorous risk-
management.

- Generating fee-based income.

Risks:

- Interest rates are increasing, but
remain low.

» Business and strategic impact due to
‘Basel IV'.

= Executions risks because of
increasingly complex regulatory
environment.

= Lack of an international level playing
field

Material topic

o Innovative business

developments

Innovate to adapt and
remain relevant.

Customer privacy and data
ethics

Our duty to handle
customers’ data with the
utmost care and only
process personal data for
specific business purposes.

Enhancing customer
financial capabilities

Helping people make
smarter financial decisions
with transparent tools,
tailored offers and expert
advice.

Stability of IT systems and
platforms

Securing the stability of
ING's IT systems and
platforms, such as payment
services, internet banking
and apps.

Usability and accessibility
of our products and
services

Stand out by making
banking personal, instant,
seamless and relevant to
our customers.

Financial performance*

Being a financially healthy
and stable company is
important to stakeholders
and us.

Pricing of products and
services

Fair pricing of products and
services is important for our
competitiveness in the
marketplace.

Our approach and performance

In 2017, ING launched a EUR 300 million
venture capital fund to deepen fintech
partnerships and accelerate the pace of
innovation.

ING had more than 100 fintech partners by
the end of 2017, 21 of which ING invested
in.

Our annual Innovation Bootcamp attracted
786 ideas from 22 countries.

Our approach can be summarised as: the
right people using the right data for the
right purpose.

We set up ethical committees in the ING
countries in 2017 as well as a framework for
dealing with dilemmas related to how we
use data.

In 2017, 25.4 million people felt financially
empowered. ®

For 2017, ING's weighted system availability
for Retail customers in the Netherlands and
Belgium was 99.7%. For Wholesale Banking
customers, system availability was 100%
globally. ®

Across ING, digital channels account for
98% of contact with retail customers.

ING Group recorded robust commercial
growth and strong financial results in 2017,
with a full-year 2017 net profit of EUR 4,905
million, an increase of 5.5 percent
year-on-year.

We continue to perform well against most
of our Ambition 2020 targets, including
those for capital, leverage ratio and
dividend.

We actively manage our interest rate risk
exposure and successfully maintained the
net interest margin on our core lending in
2017. To manage this challenge moving
forward, we are proactively developing new
offerings at fair pricing that help empower
our customers and generate fee-based
income, while our transformation
programmes will help us to bring down our
cost/income ratio to our target range of
50-52% by 2020.

By end-2017 our total number of retail
customers stood at 37.4 million, and
primary relationships rose by more than
900,000 during 2017 to 10.8 million. We are
on schedule to meet the target of 14
million primary clients by 2020.

(O4

®

Innovation section in the
‘Improving the customer
experience’ chapter.

Data section in the ‘Improving
the customer experience’
chapter.

Balancing our responsibilities:
Innovative business
developments vs. data ethics
section in the ‘The world
around us’ chapter.

Financial empowerment
section in the ‘Our business
(Retail Banking)’ chapter.

Reliability and stability section
in the ‘Improving the
customer experience’ chapter.

Digital first section in the
‘Our business’ chapter.

Differentiating experience
section and Financial
empowerment section in the
‘Our business (Retail Banking)’
chapter.

Performance highlights table
in ‘ING at a glance’ chapter
‘Our strategy and how

we create value’ chapter.

Fair pricing section in the
‘Our business’ chapter.

* The financial topics are covered by KPMG's audit of the consolidated annual accounts. See page 309 for the ‘Independent auditor’s report’.
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More information

Opportunities & Risks

Responsible business
practices

Opportunities:

- Growing market for sustainable
finance, shift in financing towards a
low-carbon economy and societal
challenges.

- Transparency shows that banks have
nothing to hide and are open to
discussions, strengthing trust and
reputation.

Risks:

» Banks should adequately consider
environmental and social risks within
their day-to-day business decisions.

= Financial sector continuous to have an
unfavourable public image in many
countries.

» Corruption and decreased
transparency leads to increasing
reputational risks.

Human capital

Opportunities:

Diversity within companies attracts
talent, helps to understand customers
better, increases engagement and
supports sound business decisions. It is
also linked to better financial
performance.

Risks:

Losing talented employees, or not
having a diverse group of employees,
could lead to sub-optimal financial
performance as well as affect a
company’s reputation.

Material topic

Managing risks (financial
risks* and non-financial
risks)

Managing risks is at the
heart of what we do. Safe
banking requires strong risk
management, both
financial and non-financial.

Corruption prevention

ING's role and activities in
preventing corruption
practices.

Responsible finance and
investment policies

Clear policies and direction
guiding our finances and
investments towards
societal challenges and
low-carbon economy.

Transparency

Being transparent about our
investments, products and
services, and other topics.

Diversity and equal
opportunities, preventing
discrimination

Ensuring ING's employees
are diverse and have equal
career opportunities.

Our approach and performance

The NPL ratio, non-performing loans (NPLs)
expressed as a percentage of lending credit
outstandings, decreased to 1.9% at the end
of 2017 from 2.1% at the end of 2016. ING's
loan-to-deposit ratio, excluding securities
that are recorded at amortised costs,
remained unchanged at 1.05. Risk costs
decreased to EUR 676 million from EUR 974
million in 2016.

In addition to financial risks, ING also
monitors and has controls aimed at
mitigating non-financial risks such as IT &
cybersecurity, operations and compliance
to rules, requlations, laws as well as the
ethical norms.

ING has a zero-tolerance policy on bribery
and corruption.

Through e-learning modules, awareness
sessions and reading materials, we train
employees on non-financial risk topics,
including money laundering, terrorist
financing, sanction and export control
compliance, conflicts of interests,
miss-selling and corruption.

ING has started a bank-wide financial and
economic crime (FEC) enhancement
programme that aims to address
shortcomings identified in Know Your
Customer (KYC) processes.

We promote activities that we believe have
a positive impact on society through
responsible financing and by increasing
sustainable investments (SAuM). In 2017,
our financing to Industry ESG leaders
(IESGL) was EUR 5.5 billion, climate finance
was EUR 14.6 billion, and social impact
finance was EUR 0.5 billion.

In 2017, our SAuUM was EUR 4.8 billion.

Furthermore, we strengthened our
Environmental and Social Risk (ESR)
framework, which guides decisions for
client engagement and assessing finance
proposals. We continuously revisit both the
relevance of our policies and effective
application in practice.

In 2017, we published a detailed breakdown
of our entire portfolio, approximately EUR
775 billion (as per 31 December 2016),
detailing the amount we finance per sector.

The number of female managers and
female managers of managers remained
fairly stable. Of our managers, 39 percent
are female (38 percent in 2016) while for
managers of managers, 29 percent are
female - the same as in 2016.

(O4

(O4

(O4

(O4

(O4

>

‘Risk and capital
management’ chapter.

Compliance risks section in
‘Notes to the Consolidated
annual accounts’

Key developments section in
the ‘Risk and capital
management’ chapter.

www.ing.com/17ar02

Responsible finance section in
the ‘Our business’ chapter.

Sustainable investments
section in the ‘Our business’
chapter.

Environmental and Social Risk
management section in the
‘Risk and capital
management’ chapter.

Balancing our responsibilities
section in the ‘The world
around us’ chapter.
Simplified balance sheet in
the ‘Non-financial appendix:

www.ing.com/17ar03

Who we are section in the
‘Our people’ chapter.

* The financial topics are covered by KPMG's audit of the consolidated annual accounts. See page 309 for the ‘Independent auditor’s report’.
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Balancing our responsibilities

Different stakeholders may have competing concerns.
Sometimes these are even contradictory. Here, we
outline some of the dilemmas we face in balancing these
different interests.

Innovative business developments

vs. data ethics

In today'’s digital world, customers

expect high-quality products and

services that are easy to use, relevant

& to them, provide better insights, make
their lives easier and reduce daily

tasks. ING innovates continuously to

meet these requirements.

Still, customers are growing concerned about boundaries
when sharing personal information, particularly when

it comes to their financial data. Where does it stop? At
what point does processing and analysing data infringe
too much on their private life?

While the legal boundaries currently differ per country,
social and cultural context also play an important role in
determining the personal boundaries for our customers.
Regulations such as the General Data Protection
Regulation (GDPR) in the EU are welcome to harmonise
and clarify under which circumstances companies
should collect, use and process data.

We're transparent about the way we handle our
customers’ data and seek their consent where it is
necessary. But is this enough? We understand the
sensitivities around data collection and privacy and the
need to comply with legal and regulatory requirements.
For ING, the concept of data ethics often precedes or
goes beyond rules and regulations.

Earning and keeping the trust of our customers is of
paramount importance. Customers trust us to keep
their - and our - data safe. We believe that data ethics
should be an integral part of our culture, behaviour and
decision-making processes.

To achieve this we are introducing a data ethics
framework across the bank. This includes specifying
values and principles for customers and employees

to make sure dilemmas are treated consistently
throughout ING; establishing values and principles in all
areas involving data analytics; establishing data ethical
committees across businesses and countries; engaging
with stakeholders; increasing awareness among
employees; and periodically assessing our performance.

Data offers countless opportunities, but we must be very
careful about how we use it.
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Transparency vs. customer privacy

It's clear to us that our stakeholders

want to know more about where and
& to whom we lend money. Yet there is

sometimes a conflict of interest between

greater portfolio transparency and

customer confidentiality/privacy.
Transparency has gained importance with international
initiatives such as TCFD (Task Force on Climate-related
Financial Disclosures) and the UNGP (United Nations
Guiding Principles Reporting Framework), and Dutch
initiatives such as the Banking Covenant on Human
Rights backed by the government, the Dutch Banking
Association and NGOs.

In 2017, we published a full breakdown of our entire
portfolio as at year-end 2016, approximately EUR 775
billion, itemising amounts for the sectors we finance.
This is in line with the Dutch Banking Association'’s
Transparency Protocol, which ING helped to create as
part of a working group of banks. It tells a transparent
story about how diverse and global we are.

If we receive a specific request for information, customer
interest comes first. We strive to be as transparent

as possible in line with local and international rules

and reqgulations. Unless restricted by such rules and
regulations, we aim for optimal transparency, asking

for customer consent when required. We feel that this
balances different stakeholder interests as much as
possible.

Financing energy vs. climate change
We want to help lead the global
transition to a low-carbon, climate-
resilient economy. As a large global
bank we feel we can have greater
impact by helping our clients with their
own transition to less carbon-intensive
business models.

The world is transitioning step by step, but the fact

is that the economy (and a number of countries in
particular) can't yet do without fossil fuels, which ING
also finances. There is still too little renewable energy,
and experts haven't yet been able to develop an efficient
and affordable means of storing sustainable energy.

The Paris Agreement commits nations to a scenario
where the rise in global temperatures remains within
2 degrees, with an ambition to achieve a 1.5-degree
scenario. Some are calling for action based on this
1.5-degree scenario.

On the one hand, the International Energy Association
estimates in its 2017 Energy Outlook that in a 2-degree
scenario, almost half of global energy demand will

still be met by oil and gas in 2040. On the other hand,
there is an ever-increasing pressure from civil society to
immediately stop financing sectors affecting climate
change. What position should ING take?
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We know our greatest impact is in our financing. ING has
financed billions of euros of wind farms, solar energy,
and geothermal power production, for example, but also
fossil fuels.

We try to find a balance between societal expectations
and economic reality. As we assess potential clients and
deals, our approach is to have a dialogue and support
them in improving their environmental and social impact
where possible. Our response to funding requests is
often, ‘yes, but...", outlining improvements that the
company will have to make first. Our Environmental and
Social Risk policies also guide us. We sharpened our coal
policy and will accelerate the reduction of our financing
to coal power generation, with the ambition to reduce
our exposure to close to zero by 2025.

ING believes that we can play a responsible role in
enabling society’s orderly and affordable transition

to a low-carbon economy by continuing to finance
select projects in the oil and gas industry, alongside our
increasing support for investment in renewable energy
and energy efficiency.

Cooperation vs. competition
Change is happening at a faster pace
than ever. Today's emerging trend can
€ @ become the norm in two years and be
obsolete a year later.
New companies with innovative
business models can upend decades
of common business practice. Conventional wisdom
on what comprises an industry or sector is being
questioned.

There is a trend toward open online platforms
incorporating third-party offerings and the rise of digital
ecosystems where people network, shop, bank and do
many other things in one place. This is challenging banks
to re-think and expand their business models to allow in
partners, including ones from outside the financial world,
who can enhance the customer experience.

We at ING believe that all future plans should be driven
by our customers’ expectations and needs in terms

of use, information and accessibility. This includes
partnering with other banks, fintechs and parties outside
the world of finance. But there is a line to be drawn
between where we cooperate and where we compete.

The Payconiq app exemplifies the cooperation approach.
This began as a fintech within ING, seeking to make
payments easier for customers and retailers. We

rapidly realised that this mission was only achievable
with critical mass. We decided to partner with other
banks and subsequently share ownership with them.
While Payconiq partly disrupts our existing payments
business, it also shows we proactively deal with changes
affecting our markets. It also works, as the platform is
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used by 35,000 merchants in Belgium and is expanding
to multiple countries. Our actions demonstrate our
determination to make a real impact for customers in
this area by spurring evolution in the industry. However,
in other situations we choose to create our own
solutions, without partners.

Within financial services, although it may seem like there
is a stark choice to be made between cooperation and
competition, they sometimes coexist - and feed off each
other.

Embracing digitalisation vs. equal
regulations for all parties
Just as consumers can now easily shop
online, they should also have digital
m access to the full scope of banking
services from the comfort of their
- own homes - from opening a current
account to taking out a mortgage loan.

ING embraces digitalisation and, on the one hand,
welcomes new entrants to the market. On the other
hand, many of these new entrants (fintechs) aren’t
subject to the same requlations as banks.

Within Europe, we still see differences in member states’
regulatory requirements on anti-money laundering,
banking secrecy, e-signatures, language requirements,
etc.

Current local legislation sometimes restricts customer
on-boarding and can limit our ability to offer the easy
and convenient experience that consumers have
grown to expect. This legislation can sometimes inhibit
innovation altogether. Fintechs aren't yet required to
adhere to these requirements and can easily on-board
customers using ‘derived identification'.

In the current new financial world, a level playing

field is needed so all players can embrace and work
towards innovative products with more or less the same
regulatory challenges.

<@ Read more on some of the dilemmas ING faces and how
we approach them in the ‘Issues table’ (Non-financial
appendix).
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ING's progress since launching the Think
Forward strategy in 2014 confirms that

we are heading in the right direction.

With the trends we identified at that time
continuing and even intensifying, we are
accelerating the implementation of our
strategy to remain relevant for customers in
the future and to continue to provide them
with a differentiating experience.

Since the launch of the Think Forward strategy in 2014,
ING has achieved strong business growth, increasing
customer numbers and robust financial performance.
Our progress on these fronts confirms the relevance of
our strategic direction.

At the heart of the Think Forward strategy is our purpose
to empower people to stay a step ahead in life and in
business and the Customer Promise to be clear and
easy, available anytime and anywhere, to empower and
to keep getting better.

A healthy increase in customer deposits and strong
growth in core lending since the launch of the strategy
show the appeal of our proposition to customers. This
has also strengthened our business by providing more
stable and attractive funding, better returns through
own-generated assets and more diversified lending
geographically and over segments.

The growth in overall customer numbers is being
outpaced by even faster proportional growth in the
important category of retail primary relationships,
those customers with a current account and recurring
income and at least one other product with us. This
growth has been spurred by continuous improvements
to the customer experience, leading to more customer
interaction, which in turn helps us to know customers
better and tailor offerings better to their needs. We are
on track to achieve our ambition to serve 14 million
primary customers by 2020.

Accelerating the Think Forward strategy
We developed the Think Forward strategy in response
to trends that have not only continued to impact our
world and the banking industry but which we now see
intensifying.

Digitalisation is increasing, changing how people
interact with service providers and their expectations

as customers. Fintechs and other new entrants to the
market are taking advantage of new regulations and the
easy access and low-cost delivery available through the
internet to compete for key parts of banks' value chains.
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Our strategy and how we create value

Tech giants like China’s Alibaba and Tencent (owner of
WeChat) now even have full banking licences, making
them direct competitors of banks. And continued low
interest rates and increasing requlation are pressuring
banks' profitability. Banks need to look beyond
traditional business models for new ways to offer value
to customers.

At ING, we believe banking products and services are
becoming commodities. The only way to differentiate
in the future will be through the customer experience.
Customers’ expectations are being set by the personal,
instant, relevant and seamless experience provided

by digital platforms like Amazon, Apple, Facebook and
Google. These leaders offer access to platforms where
customers connect to one another and to businesses
and where they spend more and more of their time.

To remain relevant to customers we need to create a
similar experience, one that is uniform wherever and
through whatever channel they do business with us.

We aim to be the go-to and open platform for all our
customers’ financial needs, including providing relevant
third-party offerings. And a platform that can integrate
into other digital ecosystems so we are there for
customers and other users wherever they need financial
advice and services online.

To achieve this, we are accelerating our Think Forward
strategy and transforming our organisation. Key

to this is working toward one global and scalable IT
infrastructure with a modular approach for easy plug-
and-play connections. \We are on course to implement
one global approach to data management. And we
will support this with one Way of Working. We believe
this will help us collaborate better across borders and
innovate much faster and at lower cost. As a first step,
we are converging businesses with similar customer
propositions that can benefit from economies of scale
and a more standardised approach.

Culture is crucial to achieving our ambitions. We need a
culture that puts the customer at the centre of what we
do. And also one that fosters innovation. We accelerate
innovation through ING's own PACE methodology,
which combines Lean Start-up, Agile Scrum and Design
Thinking methods and encourages fast experimentation
based on customer feedback. Our annual Innovation
Bootcamps also encourage employees to come up

with initiatives to improve the customer experience

and compete for seed funding. And we partner with
numerous fintechs to improve the customer experience
and accelerate our own pace of innovation.
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Our strategy and how we create value - continued

Our strategy on a page
With the launch of our Think Forward strategy in March 2014, a one-page
overview was created to show our strategy in a clear and visual way.

’ Purpose

Empowering people to stay a step

ahead in life and in business

P> Customer QA © ®

Clear and Easy Anytime, Anywhere Empower Keep Getting Better

\V4

P strategic Creating a differentiating customer experience
Priorities 1 Earnthe primary relationship
2 Develop analytics skills to understand our customers better

3 Increase the pace of innovation to serve changing customer needs

4 Think beyond traditional banking to develop new services and business models

. Enablers Simplify & Operational Performance Lending

Streamline Excellence Culture Capabilities

ING Group Annual Report 2017 17
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Going agile
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Elements of our strategy

Our Think Forward strategy was launched in 2014. It
guides 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:

1. Earn the primary relationship

The better we know our customers, the better we will be
able to empower them to make smart financial decisions
and continue to be relevant for them. We can do this
best when they do a range of banking with us and when
we are the bank our customers go to for their daily
transactions. We call that the primary relationship.

In Retail Banking, we define the primary relationship as
a payment account with recurrent income and at least
one other product with ING. In Wholesale Banking, we
aim to increase primary relationships by increasing our
so-called ‘flow’ relationships (e.g. Transaction Services,
Working Capital Solutions and Financial Markets) and
the percentage of relationships where we are the client's
lead finance provider.

< Read more in the ‘Our business’ chapter.

Material topics: financial performance, pricing of
products and services, enhancing customer financial
capabilities, transparency.

2. Develop data analytics

The relationship between banks and their customers

is increasingly a digital one. Digitalisation challenges
banks to maintain intimacy with a customer whom they
rarely meet face-to-face. But the digital interface also
provides a wealth of data on customers’ preferences and
needs that gives banks important insights they can use
to provide the kind of experience customers now expect
from businesses they interact with online. Analytic skills
are essential for serving customers in a digital world

and also for preventing fraud, improving operational
processes, reducing risks and generating 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.
An international Advanced Analytics team based in
Frankfurt and Amsterdam acts as a centre of excellence,
and local advanced analytics teams operate in country
and business units. Our chief data management

officer oversees the implementation of global data
management together with local data officers.

< Read more in the ‘Improving the customer experience’
chapter.
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Material topics: customer privacy and data ethics,
managing risks (financial risks and non-financial risks).

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 ‘Improving the customer experience’
chapter.

Material topics: innovative business developments,
usability and accessibility of products and services.

4. Think beyond traditional banking to
develop new services and business models
Thinking beyond traditional banking is crucial given that
disruption in the banking industry puts a significant
portion of revenues at risk. To be successful, banks
need to expand the concept of what a bank is and
what it means to customers. Our payments value
chain is already under threat from many bank and
non-bank players. We are responding by creating an
open digital platform. It will include relevant offers from
third parties and provide a complete financial overview
for customers in one place, including of their holdings
at other institutions so they are empowered to make
better financial decisions. We also aim to find ways

to be relevant to customers earlier in their purchasing
decision-process, such as not only offering a mortgage,
but also connecting customers via our platform to real
estate listings and other things they need when buying
a new house, like insurance, legal advice and even a
removal company. ING is developing and looking into
initiatives in numerous beyond banking value spaces,
including the circular economy, the ‘silver’ economy
(ageing population), housing and mobility.

< Read more in the ‘Improving the customer experience’
chapter.

Material topics: innovative business developments,
responsible finance and investment policies.

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. We are introducing one
Way of Working based on end-to-end, muiltidisciplinary
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teams that provide customer improvements from design
to product delivery at lower cost and with shorter time
to market than previously required. We have already
introduced this in the Netherlands and will gradually
implement it company-wide, initially focusing on all
product and service delivery units by end-2018. We are
also implementing target operating models (TOMs) to
streamline our Finance, HR, IT, Procurement and Risk
functions.

<@ Read more in the ‘Improving the customer experience’
chapter.

Material topics: usability and accessibility of our
products and services.

2. Operational excellence

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 to ensure 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 ‘Improving the customer experience’
chapter.

Material topics: stability of IT systems and platforms,
usability and accessibility of our products and services.

3. Performance culture

A strong performance culture is crucial to achieving

the bank’s ambitions and delivering on our Customer
Promise. To do this, we focus on a number of areas,
including stepping up leadership capabilities and building
the engagement and capabilities of employees across
the organisation. ING believes in a direct link between
employee engagement and business performance

and our ability to serve customers. Our performance
management process encourages employees to take
personal responsibility for their performance and
development. ING supports employees with training and
professional and personal development. To promote the
leadership behaviours needed to achieve ING's strategy,
tailor-made leadership training has been developed for
top managers and also for all people managers within
ING globally.

We are also committed to accelerating the development
of diversity and strengthening an inclusive culture in

ING where everyone can be themselves. We believe that
there is a clear link between diversity and better financial
performance. Differences in gender, age, background,
sexual orientation, physical ability and religious beliefs
enable us to solve problems and respond to challenges
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in different ways. We have a range of initiatives in place
to do this, including our global diversity manifesto which
applies to all of our more than 54,000 employees. The
manifesto sets out what diversity means at ING, why it's
important, and what employees and managers can do
to make a difference.

< Read more in the ‘Our people’ chapter.
Material topics: diversity and equal opportunity.

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 in

Retail, SME and Consumer Lending segments, as well

as focusing on Wholesale Banking lending growth in
our Challengers & Growth Markets businesses and in
our specialised Industry Lending franchise. In 2017,

we continued to grow and diversify lending at healthy
margins, with strong growth in the retail activities

in Belgium and the Challengers & Growth Markets,

but also from Industry Lending and Working Capital
Solutions within Wholesale Banking. We also partnered
with fintechs to extend innovative instant lending
solutions for SMEs to France and Italy following an earlier
successful introduction in Spain.

< Read more in the ‘Our Business’ chapter.

Material topics: financial performance, responsible
finance and investment policies, enhancing customer
financial capabilities.

How we create value

At ING we believe that it is our role to support and
promote economic, social and environmental progress
leading to a better quality of life for people in society,
while generating adequate returns for shareholders. We
want to be the bank of the future and therefore take the
long-term view, to inform our decisions and priorities in
the shorter term.

As part of our Think Forward strategy and purpose to
empower people, ING launched its 2022 sustainability
goals, bringing sustainability and innovation together

to deliver on our customer promises. We see it as our
responsibility to address the long-term global challenges
arising from climate change and the so-called fourth
industrial revolution. Over the next five years we'll focus
our efforts and our business where it matters most -

on climate resilience and social resilience to empower
people to stay ahead.

The value creation model on pages 21-22 illustrates
what we do to create value with our stakeholders in
society through our unique Customer Promise. The
framework of the international Integrated Reporting
Council and the six capitals defined in it, serve as a basis
for this model.
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Improving the customer experience

Customers are spending more time online and
on their smartphones. They expect banking

to be the same personal, instant, relevant,
seamless and borderless experience that they
have there. Recognising this, and inspired

by a new breed of digital disruptors who are
redefining financial services, ING is preparing
for a future in the platform age.

We believe that tomorrow’s successful businesses will be
those that find relevant roles on the preferred platforms
of their customers - or create relevant platforms
themselves. And businesses that focus relentlessly

on providing a compelling and consistent customer
experience, empowering people to be self-reliant and
take control of their own situations.

While no-one knows for certain what the future holds for
the financial sector, our vision is of a digital, mobile-first
platform and one in which multiple players use each
other’s platforms to offer new and different products and
services that extend beyond banking.

For instance, house buyers could arrange a mortgage,
insure their home and all its contents, digitally sign the
contracts and even connect to a removal company.

Beyond banking offers new revenue opportunities for
ING. We are exploring areas such as housing, mobility,
data management and storage, the circular economy
and the silver economy (ageing population). This has

led to initiatives like circular economy leasing platform
Papayagogo and TrustX, which uses algorithms to detect
fraud at SMEs.

Platforms

In many ways platform thinking is an extension of what
we have always done: empower people to take control
of their own situations. Like traditional marketplaces,
platforms connect suppliers with consumers. The
difference is that platforms are enabled by technology,
which can be used to achieve huge scale at near-zero
costs. And there's a data layer that helps create scale
and efficiencies, increasing the value created for all
participants. The data itself has high value. Banks

can use it to develop new products and services and
personalise the user experience.

Another feature of platforms is that they are generally
‘open’ - using APIs (application program interfaces) to
allow third parties to provide complementary goods and
services, thereby strengthening the network effects and
making them more appealing to users, which in turn
attracts more merchants.

ING is working towards becoming such an open banking
platform - the go-to place for all people’s financial
needs. To reach this ambition requires an innovative
culture and a willingness to connect and cooperate with
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others. We also have to work the same everywhere, be
operationally excellent, be efficient and comply with
regulations. This will allow us to continue empowering
people in life and business and deliver on our Customer
Promise: clear and easy, anytime, anywhere and to keep
getting better.

Business transformation

We are running several programmes to unite similar
businesses and bring us closer to our overall goal of
one mobile-first digital platform offering a uniform
and superior customer experience. The main business
transformation programmes are:

- Orange Bridge, to unite Belgium and the Netherlands,
combining their strengths for a more consistent
experience, with one integrated banking platform and
a harmonised business model.

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

+ Model Bank, harmonising retail banking in five
European countries on one borderless, scalable
platform.

- WTOM, further digitalising and standardising
Wholesale Banking products, processes and customer
propositions across all continents.

Supporting these programmes are the target operating
models (TOMs) uniting support services globally such as
HR, Finance, IT, Procurement, and Risk, 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 transformation is the task of the chief
transformation officer and the Global Transformation
Office. In early 2017, we launched a bank-wide
transformation management method with standardised
tools and processes. These include quarterly business
reviews to improve 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 our customers and other
stakeholders.

Retaining our full focus on customers while running

so many programmes simultaneously is challenging
and requires transparency, discipline and a willingness
to make hard choices. Prioritising what is best for the
bank, rather than for a specific business unit or country,
can involve trade-offs in terms of local priorities and
autonomy.

Running a transformation of this scale is complex and
involves many interdependencies. Our transformation
management method helps us navigate through the
complexity, remove impediments when they arise and
re-plan, while minimising adverse impacts and keeping
the bank safe and secure. Strong governance and two-
way communication about the transformation build
ownership across the bank and encourage employee
engagement.


http://www.papayagogo.com/
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Improving the customer experience - continued

Bleep, bleep!

Artificial intelligence (Al) in many forms will play an
important part in ING's future. From actual robots,
like ING's Ginger - here helping teach children
about the value of money - to machine learning,
predictive algorithms and more. This will boost the
efficiency of our digital-first model, helping it to
evolve into a true competitive advantage.
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Improving the customer experience - continued

Technology

Information technology is crucial for ING’s platform
ambitions. Without IT we cannot merge our systems
and build one global platform, enable scalability and
create value for the customer in an online digital world.
It enables programmes such as ING Private Cloud, data
lakes and TouchPoint Architecture and contributes to
major strategic programmes such as Model Bank and
Welcome.

In 2017, we launched a target operating model for IT
that aims to create both scale and speed as well as cost
efficiency and growth. This is being done by moving

to one global technology platform with one common
backlog, in line with the Think Forward strategy. It will
help ING achieve consistency and collaborate globally
across all platforms and implement one agile Way of
Working.

TouchPoint Architecture (TPA) is a client-centred
approach to streamlining ING's global IT architecture.

It moves away from focusing primarily on products to
improving the customer experience. 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 a truly global
proposition. TPA unlocks our global scalability, leverages
innovation across the group and speeds up the time to
market and to volume. The first TPA components were
released for production in 2017.

ING Private Cloud (IPC) is ING’s global digital platform
for storing and processing data and running IT services
such as mobile phone apps. It's the first step towards
giving customers everywhere a consistent experience
in a secure and reliable way. IPC standardises our IT
infrastructure globally, simplifies and streamlines
existing processes and centralises data storage in so-
called data lakes so it is available to the right people
at the right time. ING currently runs daily services on
close to 4,000 virtual machines. The focus in 2017 was
on improving operational stability and security. We also
rolled out a number of new services to increase the
scope of IPC within ING's infrastructure landscape.

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 our online channels (internet
and mobile). In 2017, ING recorded 99.7 percent
weighted system availability towards Retail customers
in the Netherlands and Belgium ®. In addition, system
availability toward Wholesale customers globally was
100% ®. In 2016, system availability was 99.75 percent
for Retail and Wholesale Banking customers combined.
We aim to expand our reporting on system availability in
the future.
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Data

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

However, raw data in itself has little value. To be
meaningful, it has to be sorted, harmonised and put
into context. Global data management is therefore a
key priority to ensure the availability, quality, integrity,
usability and control and governance of our data. To
standardise our data definitions and data models,

we introduced a common data language called ING
Esperanto in 2016. Our aim is for 95 percent of our data
to be in ING Esperanto by end-2019.

Data privacy

People entrust banks with confidential information
that they expect us to keep safe. It's of paramount
importance that we maintain that trust. We aim

to 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, 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.

We set up ethical committees in the ING countries in
2017 and a framework for dealing with dilemmas related
to how we use data. This could in future lead to an
ethical proposition that empowers customers to manage
their own data and gives ING a competitive advantage.

Whenever we process data for services or offers we
consider the wishes of our customers and corporate
clients. In cases where we rely on consent, the customer
can withdraw it at any time. All business units have
adopted the global data protection policy (GDPP),

which qualifies as binding corporate rules. This was
revised in 2017 to meet new EU General Data Protection
Regulation 2016/679 and will be effective from May
2018, once approved by the regulators. This regulation
increases transparency requirements and enables our
customers to be in control of their personal data. In
each business unit and at bank level, a data protection
executive is responsible for GDPP compliance and
compliance with local privacy laws. Local data protection
officers provide expertise and support.

Security

Our holistic approach to countering the complex and
constant threat of cybercrime combines prevention with
detection and rapid response. We provide e-banking
fraud awareness training for employees and clients,
which, in addition to maturing controls, has contributed
to stabilising e-banking fraud damages at low levels
across our organisation. Advanced analytics capabilities
play a key role in combatting criminal activity. Pattern
recognition and advanced algorithms help to predict and
detect, and thus prevent, fraudulent activity.
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Improving the customer experience - continued

We continuously invest in our security organisation and
systems to protect our data and that of our customers.
We have created a cybercrime resilience control
environment designed to predict, protect against, detect,
respond to and mitigate e-banking fraud, distributed
denial of service (DDoS) attacks and targeted attacks.
We maintain strong global alliances with the financial
industry, law enforcement authorities, governments
and internet service providers to jointly fight cybercrime.
In September 2017, ING set up a Financial Cybercrime
Expertise & Response Team (FinancialCert) with two
other Dutch banks to jointly tackle cybercrime in the
Netherlands and share real time information for a faster
response.

ING's responsible disclosure programme encourages
ethical hackers to report vulnerabilities they might
discover in ING's online services.

Operational excellence

We promise customers we'll keep getting better. One
way is by simplifying and standardising our core end-to-
end processes. Some processes are internal, such as for
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. For example, we
are rolling out a uniform way of handling and processing
card transactions from a single hub in Poland. The
system was introduced in France in 2017, with Czech
Republic to follow in 2018.

Robotics and automisation help to eliminate waste,
reduce variability and digitalise customer journeuys.
We team up with fintechs, for example to digitalise
on-boarding and certify e-signatures. In 2017, we
extended the scope and coverage of the global process
management programme launched in 2016. It helps
countries identify and share best local practices and
implement improvements. So far it has been applied

in Poland, France, Turkey and Germany, leading to
improved processes in consumer lending, SME lending
and mortgages. We also introduced a global modelling
tool to improve customer journeys from the customer
perspective.

Shared services

We're centralising operational and IT tasks in shared
service centres. In 2017, ING set up a fully-owned service
company called ING Business Shared Services BV (IBSS).
Our shared service centres in Katowice, Bucharest,
Bratislava and Manila fall under this new entity. IBSS
teams provide deep IT and operations expertise and
apply innovations arising from our global technology
and processes-based digitalisation, robotics and artificial
intelligence. We believe this will allow us to respond
faster to customer needs, improve our capabilities and
boost the efficiency of our digital-first model, helping

it to evolve into a true competitive advantage. IT and
Wholesale Banking are among the first business units to
transfer activities to these specialist, centralised pools.
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Way of Working

To respond faster to changing customer demands,
encourage an innovative mindset and engage our
employees, we introduced ING's one agile Way of
Working (WoW) in 2017. It unites our people in multi-
disciplinary, cross-functional teams and empowers
them to collaborate more easily across the organisation.
WoW has been introduced in the Netherlands, followed
by Poland, Romania, Austria, and the COO Finance
business unit. Belgium started working this way in
January 2018 and Germany and Wholesale Banking
are preparing to roll it out. Uniting so many different
cultures is a challenge that requires a cultural shift,
guided by our Orange Code behaviours. We organise
monthly bootcamps to train WoW ‘ambassadors’ from
the countries and business units. In 2017, these were
attended by more than 120 people.

Innovation

ING's approach to innovation is built around making
banking more personal, instant, relevant and seamless
for customers; stimulating a culture that is open to new
ideas; and connecting and cooperating with others to
innovate faster.

Our priority is to empower customers and provide a
superior experience on open platforms connected

to others offering services beyond banking. Think of
how Uber links to Google maps and how paying for
the service at the end of the journey is seamless - an
experience that is the same in all parts of the world.
Innovations like this are disrupting traditional business
models and reinventing them for a new generation of
users.

To stay relevant banks have to innovate. Competition is
already fierce and is set to increase in 2018 when the
new European payments directive (PSD2) opens banking
up to anyone offering a financial service. Potentially
this could be a game-changer, especially if the likes of
Google, Facebook, Apple or Amazon decide to enter this
space.

It also offers opportunities for banks who have much to
learn from these newcomers. ING is doing just that by
partnering with fintechs and setting up accelerators to
develop new solutions that meet our customers' needs
and advance our strategy.

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. The
PACE Accelerator is an intensive 18-week programme
that speeds up the time to market by testing ideas for
new products and services and validating them with
customers through experimentation. In 2017, the Pace
Accelerator was active in four business units and the
ING Customer Experience Centre in Amsterdam. In 2017,
we initiated the PACE Everyday programme to teach
employees how to innovate in their daily work. It ran in
10 business units.
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ING's annual Innovation Bootcamps encourage
employees to come up with new ways to improve the
customer experience and compete for seed funding.
Almost 800 ideas from 22 countries were submitted for
the fourth edition in 2017. The winners were Banking of
Things, Covered and FlexiLiving. These three ideas will
now be further developed to test their viability.

Ideas originating from ING's Legal team were recognised
at the 2017 FT European Innovative Lawyer Awards. The
initiatives aim to improve the Legal function, for example
by using artificial intelligence and electronic signatures.

The Innovation Fund finances concepts developed by

the business units, particularly when these can be
shared and replicated in other countries. It supported

31 initiatives in 2017. These include BuyRely, Orange
Assistant, Easy Trading Connect, Direct Lease, Startarium,
and Katana. Since 2014, the fund has financed 53 ideas
in total. In addition, the Chief Innovation Office supports
initiatives such as money management platform Yolt,
Spanish payments app Twyp and Payconiq.

Payconiq, a mobile payments app originating from ING's
Innovation Lab and used in partnership with other banks,
is now accepted by over 35,000 merchants in Belgium. It
is fast gaining traction in the market. In August 2017, we
announced it will expand into Luxembourg and launch in
the Netherlands with several partner banks.

To speed up ING's transformation into an innovation-
enabled organisation, we set up the Global Innovation
Council in early 2017. It replaces the Innovation Fund
Steering Committee. The council defines and aligns

our innovation priorities and measures our progress. In
addition, there are six local innovation councils for our
businesses in Australia, Belgium, Germany, Poland, Spain
and Wholesale Banking.

Connect and cooperate

ING works with fintechs to harness the potential of
technologies such as blockchain, data analysis and
artificial intelligence. We collaborate with specialists

on solutions that will really make banking easier. For
example, we partnered with online wealth manager
Scalable Capital to offer customers in Germany digital
investment management services, also known as robo-
advice.

To deepen fintech partnerships and accelerate the pace
of innovation, we launched ING Ventures in October, a
EUR 300 million venture capital fund. It will invest mainly
in start-ups whose technologies and propositions we
can adopt or embed to move even faster. In return, they
benefit from our strong brand, extensive network and
large customer base.

At the end of 2017, ING had 139 fintech partners, 21 of
which we invested in. These include Spain’s Fintonic, a
cross-bank aggregation app with 400,000 users in Spain
and Latin America. Money management platform Yolt is
ING’s own internal fintech. Launched for testing in 2016
and released in June 2017, Yolt now has over 100,000
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users in the UK. It introduced new features, for example
to help users make savings on their energy bills and
international money transfers.

Other fintech partnerships include Kabbage for
instant SME lending, Cobase, a multibank platform for
corporates, Twisto for instant consumer finance and
Scalable, a so-called robo-advisor for retail customers
who want to make investments.

In 2017, we made progress in harnessing the potential
of blockchain, both with the R3 banking consortium and
in partnership with others. In November, we announced
a new collaboration to digitalise energy commodities
trading on a secure, real-time blockchain-based
platform. It is expected to be operational at end-2018.
And earlier in the year, Easy Trading Connect - a former
Innovation Bootcamp winner - successfully completed
its first commodity trade finance trial with Société
Générale and trading house Mercuria. It reduced the
time to process a transaction from three hours to 25
minutes, proving that blockchain technology can greatly
improve efficiency, lower costs and reduce risks and
delays. A soybean trade in January 2018 demonstrated
the potential of the Easy Trading Connect platform in the
agricultural commodities sector.

In the spirit of cooperation we shared a blockchain
breakthrough with the developer community as an
open source solution that others can contribute to.
ING announced in November it had developed a new
code, known as a ‘zero-knowledge range proof’ that
adds a layer of cryptography to protect the privacy of
blockchain users.

ING also has incubators where we link start-ups with
internal teams to develop ideas into viable products

and services. These incubators are in Belgium (Fintech
Village), the ING Innovation Studio at our Customer
Experience Centre (ICEC) in Amsterdam, the Innovation
Centre in Poland, as well as in Turkey and Germany.
Products that emerged from these collaborations include
Payconiq and Yolt.

Not all our collaborations lead to new products and we
have stopped 34 partnerships, mostly after unsuccessful
or unsatisfactory proofs of concept.


https://www.ing.com/Newsroom/All-news/ING-joins-forces-on-blockchain-based-platform-for-energy-commodities-sector.htm
https://www.ing.com/Newsroom/All-news/ING-joins-forces-on-blockchain-based-platform-for-energy-commodities-sector.htm
https://www.ing.com/Newsroom/All-news/Easy-Trading-Connect-on-the-verge-of-digitalising-an-age-old-sector.htm
https://www.ingwb.com/themes/blockchain-articles/ing-launches-major-addition-to-blockchain-technology
https://www.ing.com/About-us/ING-Ventures.htm
https://www.fintonic.com/en-ES/home/
https://www.yolt.com/
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Our business

We grew our Wholesale and Retail Banking
customer bases in 2017, lent more to
customers and they entrusted us with more
of their savings. At the same time we made
major investments to accelerate our Think
Forward strategy and create a differentiating
customer experience. One that makes banking
clear and easy, anytime, anywhere and puts
customers in the driving seat when it comes
to their finances.

Who we are

ING's Retail business serves 37.4 million customers.
Through the Wholesale Banking business we also serve
corporate clients and financial institutions.

Our Market Leaders businesses in the Netherlands,
Belgium and Luxembourg are mature businesses with
strong Retail and Wholesale Banking positions. Our
Challengers businesses are in Australia, Austria, the
Czech Republic, France, Germany, Italy and Spain.

Here we aim to build a full bank relationship, digitally
distributed at low cost via platforms like Model Bank,
which we are developing for several European retail
markets, and Welcome, in Germany. Our Growth Markets
businesses are those in expanding economies with
above-average growth potential: Poland, Romania and
Turkey. ING also has stakes in the Bank of Beijing (China),
TMB (Thailand) and Kotak Mahindra Bank (India).

In most retail banking markets we offer a full range of
banking products and services, covering payments,
savings, investments and secured and unsecured
lending.

For corporate clients and financial institutions we provide
specialised lending, tailored corporate finance and debt
and equity markets solutions. We also offer working
capital, payments and cash management and trade and
treasury services to help them achieve their business
goals.

> More information about our Wholesale Banking services
is available at www.ingwb.com.

Differentiating experience

Our Think Forward strategy anticipated the trends
shaping our industry. We foresaw that digitalisation
would change people’s expectations about the products
and services they use. These expectations are based

on their frequent interactions online and on their
smartphones, where they connect with each other and
the brands that they love.

Companies are no different. They too expect one
seamless, cross-border, global experience and instant
processes. They are increasingly impatient with anything
that takes time. At the same time, they look for partners
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who can challenge them on their strategy and add real
value to their business.

If we want to remain relevant to our customers we have
to be where they are. We have to find ways to empower
them on their preferred platforms and meet their needs
with a clear and easy experience.

In 2017, we continued our journey to future-proof

our business and bring customers a differentiating
experience. This involves harmonising and streamlining
our products and processes and using advanced data
capabilities to deepen and expand our relationships
with customers. We are aiming to create a uniform
experience by uniting our businesses on digital platforms
to be a place where people can go for all their finance-
related needs. And we are innovating and teaming up
with others to offer new and different services, both our
own and those of others.

We believe we are on the right track. In 2017, ING was
named the Best Bank in the World by Global Finance
magazine - recognition of our efforts to provide a truly
outstanding customer experience.

Challenging environment

Persistently low interest rates are threatening the
traditional banking business model, making it important
to develop new customer propositions that generate
new revenue streams.

On top of that, heavier capital requirements under so-
called Basel IV and ever increasing regulation are pushing
down on returns. In 2017, requlatory costs were EUR 56
million higher year-on-year and made up 9.2 percent of
ING's total underlying expenses (8.9 percent in 2016).

The new European payments directive PSD2 in 2018

will have economic repercussions. Banks will face

higher IT and security costs and a potential loss of retail
payments revenue. More importantly, PSD2 will open

up the payments market to new competitors, including
non-banks. Competition is fierce. Already we see fintechs
disrupting banking and claiming profitable parts of the
value chain that were once the sole domain of banks.
Not to mention the big tech platforms who can really
change the game for banks. Apple Pay, for example, is
gaining more than a million users a month, while China’s
Tencent (owner of WeChat) and Alibaba have banking
licences and their own online banks. To remain relevant
we need to find new revenue models, more efficient
ways of doing things, and team up with others to bring
customers a new and differentiating experience faster.

Fair pricing

With deposits at the European Central Bank already
earning negative interest rates we have to continuously
balance our customer expectations with the prices we
offer to remain profitable. To address this trade-off we
actively manage our exposure to interest rate risk and
develop new offerings at fair prices that generate fee-
based income.
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ING is working hard to avoid being forced to implement
negative rates on retail deposits. For some time, we have
charged a negative interest rate to financial institutions
and corporate clients with high cash balances in their
euro current accounts. If the low interest environment
continues we may need to consider further action and
expand the scope of Wholesale Banking clients that will
be charged.

On the Retail side, other solutions would need to

be found, such as higher margins on lending or
implementing other fees, which could reduce market
transparency. From our point of view, none of these are
desirable because they have the potential to conflict
with customers’ expectations about fair pricing.

Charging customers a fair price for our products and
services increases their accessibility and is important for
our competitiveness in the marketplace. To ensure prices
are fair, we ask customers to rate our products and
services and provide feedback in online communities as
part of our global Product Approval and Review Process.

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 customer interactions
and empower customers to make their own financial
decisions. 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 our
insights with feedback from customers to continuously
improve our services.

It is also vital that we know our customers from a
regulatory and risk perspective. But gathering the
information we need can be inconvenient for them, which
is counter-productive to a positive customer experience.
This is especially challenging when we have to approach
the same customer several times because regulations
demand that certain data is screened off internally

by Chinese walls. However, ING takes its requlatory
responsibility seriously and does not want to compromise
on compliance. Instead, we have to ensure the process is
as unobtrusive and easy as possible. We also take every
precaution to protect customer data and privacy.

<@ Read more in the ‘Improving the customer experience’
chapter.

Primary relationships

In June 2017, ING reached its 10 millionth primary retail
customer. Earning the primary relationship is a strategic
priority and we value these relationships because they
lead to customers who are more satisfied, more loyal
and subsequently choose ING for more of their banking
needs. And the more people do with us, the more data
we can collect to understand their needs and the better
the experience we can provide using these insights: a
virtuous circle.
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In Retail Banking, we define primary customers as those
with multiple ING products, including a current account
into which they deposit a regular income, such as a
salary. The number of primary customers choosing ING
as their main bank is growing twice as fast as the total
number of retail customers. At the end of 2017, we had
10.8 million primary retail customers, up from 9.9 million
in 2016. The aim is to extend this by a million primary
customers a year to reach 14 million by 2020.

Wholesale Banking is also looking to grow its primary
clients. This means being their lender of choice and
having an appropriate volume of flow products in
Transaction Services, Working Capital Solutions and
Financial Markets. Industry Lending teams took a leading
role in 61 percent of transactions in 2017. While pursuing
growth, we will maintain a prudent risk profile and
diversified portfolio within our risk appetite.

Retail Banking in 2017

To continue delivering on its strategic priorities and
purpose, ING is combining its strengths in its various
retail markets and moving towards shared digital
banking platforms that will offer customers a uniform
differentiating experience and empower them to stay a
step ahead in life and in business.

We use the Net Promoter Score (NPS) to measure our
progress. Our aim is to achieve a number one NPS
ranking, with a 10-point lead over our main competitors
in each Retail Banking market. Based on a rolling average
of our NPS scores in 2017, ING was ranked number one in
seven of our 13 markets and was second in a further
four. ®

Our Customer Promise

ING innovates in pursuit of a better customer experience,
both on its own and with partners. We believe this is
what attracts people to ING as their main bank and we
work hard to improve this experience and deliver on our
Customer Promise to be clear and easy, anytime and
anywhere, empower people and keep getting better.

We are also looking at services that go beyond banking
and generate alternative sources of revenue. In
Germany, for example, ING introduced Immowert2Go,

a mobile app enabling potential homeowners to find

a property’s value by submitting a photo and at the
same time apply for a mortgage. And we partnered with
online wealth manager Scalable Capital to offer retail
customers digital investment management services, also
known as robo-advice.

To keep our promise to make banking easier, we
premiered fully digital instant personal loans in
Romania, making it possible for almost 1.3 million active
customers here to obtain a personal loan in an end-to-
end online process that takes as little as 15 minutes.
Customers in Poland, Spain and Turkey can also get
loans instantly online without the need to submit proof
of income. Credit risk assessments are done within
minutes.



Report of the
Executive Board

Our business - continued

And small and medium-sized businesses in France and
Italy can now get approval for a loan of up to

EUR 100,000 in just 10 minutes. The new instant online
lending platform for SMEs was developed with five
fintech partners, each covering part of the loan process.
These include Kabbage, with whom we developed

a similar offering in Spain in 2015. The new service,
launched in October, is part of our strategy to increase
lending to this customer segment.

Meanwhile Twyp Cash, which allows customers in Spain
to withdraw cash from supermarkets, petrol stations
and other merchants, continues its growth and is now
used by 275,000 customers. We extended the mobile
payment app to non-ING customers in November,
triggering approximately 20,000 downloads on the first
day.

Digital first

Customers are spending more time online and especially
on their smartphones. In the Netherlands, ING welcomed
its three millionth mobile app user in August 2017 and
registered 18,000 new users in one week, the highest
weekly inflow yet. This helped us exceed our initial 2017
target of 520,000 new mobile users in the Netherlands
by 15.9 percent.

Across ING, digital channels account for 98.4 percent of
contacts with retail customers (98.0 percent in 2016),
while mobile phone interactions rose 37 percent to 1.76
billion in 2017 from 1.28 billion in 2016.

We introduced several new apps in 2017 that cater to
the needs of mobile customers, who use their phones
to shop, socialise and stream content instantly and
seamlessly. In Germany, ‘Banking to go’ makes transfers
easier and more personal using touch ID and the
customer’s own five-digit pin. Developed by a German-
Dutch team using existing components, the app was
tested by around 5,000 customers before going live in
May 2017. We also introduced an aggregation service
in Germany that allows customers to see all their bank
accounts on one app, also those with other banks.

In Belgium, we partnered with other banks and telecom
companies to launch Itsme, an app offering users a
digital ID that allows them to log in securely, share data
or sign documents and transactions on their phones.

In March, we debuted contactless mobile payments

in Poland. Customers here can now use their Android
smartphone to pay for goods or services via the

Moje ING mobile app. The ‘MasterCard on your phone’
service was developed in less than a year by teams
from Poland, the Netherlands and Spain with generic
components that can be used by other ING countries.
Customers in Poland can also use their mobile phones to
buy and sell currencies. They can access the ING Kantor
electronic platform via an FX module on the Moje ING
mobile app (or the ING Business app for corporates). It
makes currency transactions easy and convenient with
24/7 availability.

31

Of course, customer experience doesn't only have to

be digital. In Belgium, we opened the first ING branch
that feels like home, modelled on the concept unveiled
in 2016 in the Netherlands. Here customers can get
personal banking advice, have a coffee, use it as a
workplace or hold their own business or community
meetings. ING plans another 15 of these branches

by 2020. An optimised branch network supports our
digital-first ambitions. When designing Belgium's branch
network coverage our priority was to stay close to our
customers and improve our service to make it extremely
personal and very easy. At the same time, we had to
consider a number of factors, not least the integration of
Record Bank. In places where both banks had branches
in close proximity, we chose to keep only one. The 15
planned ‘Client Houses' will provide customers with
personal banking advice in an enjoyable environment.

Financial empowerment

ING wants to empower people to make the right
financial decisions and become self-reliant. This
contributes to a healthy economy and helps drive social
progress. In addition to clear and easy products and
services, anytime and anywhere, it's about providing the
right information and tools at the right time and making
an impact in communities by giving people the skills to
become financially self-sufficient.

Take tools like our Orange Assistant in Turkey, a mobile
app that gives users more control over their money by
notifying them when a payment - or even a birthday - is
due. It can automatically transfer money, for example
to a florist to buy a gift. Users set their own customised
notifications and ‘smart actions’. The idea originated at
an earlier edition of ING’s Innovation Bootcamp. To date,
18,000 users have created nearly two million separate
notifications, for example when money enters or leaves
their account, and when their credit card statement is
ready.

In 2017, we launched the THINK website, where ING
analysts share their insights on a range of economic and
financial matters to help people make better decisions.

Turkey launched a YouTube channel in June called ‘Para
Mevzular’ (Money Stuff). Here ING shares videos that
increase financial literacy by helping people understand
more about money, saving and finances. It attracted
44,000 subscribers and 6.5 million views in its first
month.

In Australia we launched ING Everyday Round Up - a
digital money jar for loose change that makes saving
easier and more convenient. It allows customers to
round up card purchases to the nearest dollar and moves
the difference to their savings account. The tool hit
40,000 activations within the first fortnight. It mirrors the
Smart Saver launched in Poland in 2016, an example of
sharing best practice between ING businesses.

The ING Dreamstarter programme in Australia
empowers social entrepreneurs through scholarships,
crowdfunding and grants for businesses that create a
positive change in their communities. In 2017, it had
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1,701 supporters and contributed more than AUD
330,000 to 11 Dreamstarter businesses, of which over 60
percent was crowd-funded. This brings its total funding
since it started in 2014 to more than AUD 1.5 million

for 70 businesses. In 2017, Dreamstarter Gifts that Give
was initiated to encourage Australians to buy socially
responsible gifts and support Dreamstarter businesses,
which delivered product sales of over AUD 30,000 in six
weeks.

To help people who are financially excluded, ING's
activities include offering microfinance to SME clients
in Turkey, education and research. In addition, ING
subsidiary Groenbank invested EUR 6 million in
cooperative society Oikocredit to extend financial
inclusion in Africa.

ING continued its partnership with UNICEF's Power for
Youth to reach 335,000 adolescents in six less-developed
countries by 2018, equipping them with financial
knowledge and skills to build a brighter future.

Financial empowerment interactions with customers
and non-customers increased significantly again in
2017 and 25.4 million people said they felt financially
empowered ® (23.9 million in 2016). This means we
achieved our 2020 target of reaching 25 million people.
Our new ambition is to reach 34 million people by 2022.

Why people make financial decisions

In an increasingly complex world that offers so many
choices, it's easy for people to be overwhelmed.

ING’s Think Forward Initiative (TFl) brings together
economists and behavioural scientists to investigate
how and why people make financial decisions. It uses
its insights to develop tools that help people make
informed choices about their money. Launched in
2016 with the Centre for Economic Policy Research,
Dell/EMC, Deloitte and Dimension Data, TFl expects
its first solutions in early 2018. These include a tool
called Jaap’s money calendar to help people spend
more wisely; the MoneyMagic app motivating users to
save; and an app that uses financial data and social
media to help users make a logical decision about
whether they can afford a specific purchase, rather
than an emotional one.

Sustainable investments

We can help our customers contribute to a more
sustainable world through sustainable investing. We
select companies whose activities consider people,
society and the environment. They preferably offer
solutions for the sustainability challenges our world
faces. We believe these companies will outperform on
return and impact in the long term.

Our assessment excludes companies in specific sectors,
such as coal mining, or that exhibit controversial
behaviour, such as violations of human rights.

ING has provided customers with sustainable investment

solutions (SI) since 1999. These can be dedicated

32

portfolios, structured products or investment funds, and
cover all asset classes. Sl is available to customers in
Belgium, Luxembourg, Germany and the Netherlands.
At the end of 2017, sustainable assets under
management (SAuM) were EUR 4.75 billion. This
represents 3.75 percent of ING's total assets under
management.

<@ Read more about Sustainable Assets under
Management in the ‘Non-financial appendix’

Awards

ING's digital leadership and focus on innovation and
customer experience have been recognised externally
with awards in several Retail markets. These include Best
Brand of the Year 2017 in Luxembourg. ING in Poland
collected Global Finance magazine's Digital Bank of
Distinction award for the mid-corps segment, while in
Romania ING was named the Most Innovative Bank for
the second year running at the MasterCard Bank of the
Year gala. In Germany, ING was rated Most Popular Bank
for the 11th consecutive year by readers of business
magazine €uro and Interhyp as the Best Mortgage
Provider for the 12th time in a row. And in France, ING
was the only financial institution to win the Excellence
Client Prize, awarded to companies providing a great
customer experience.

Financial performance in 2017

Retail Banking recorded a strong set of 2017 results.

Net profit rose to EUR 3,363 million from EUR 2,671
million in 2016, when result was negatively affected

by the restructuring charges related to the digital
transformation programmes announced in October
2016. Underlying net result (excluding special items) rose
2.1 percent to EUR 3,363 million from EUR 3,294 million
in 2016. The underlying result before tax increased

3.1 percent to EUR 4,722 million in 2017.

The higher pre-tax result was driven by lower risk costs,
reflecting positive economic conditions in most markets.
Underlying income increased slightly as higher net
interest income and strong fee income (supported by
continued volume growth and a bigger retail customer
base), was largely offset by a decline in investment and
other income due to lower one-offs and volatile items
(2016 included a EUR 200 million gain on the sale of Visa
shares and higher revenues from Bank Treasury).
Customer lending increased by EUR 9.4 billion to EUR
398.9 billion compared with a year ago. 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 EUR 14.2 billion.
Net customer deposits (also excluding Bank Treasury and
currency impacts) grew by EUR 17.9 billion in 2017.

Underlying operating expenses increased 2.1 percent
compared with 2016. Excluding regulatory costs,
expenses were up 1.8 percent, mainly related to strategic
projects and selective business growth in the Retail
Challengers & Growth Markets, and higher expenses in
Retail Belgium after the one-off expense adjustment

in 2016. These increases were largely offset by lower
expenses in Retail Netherlands supported by the benefits


https://www.ing.com/Newsroom/All-news/ING-in-Poland-is-a-Digital-Bank-of-Distinction.htm
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from the ongoing cost-saving initiatives. The underlying
cost/income ratio increased to 56.9 percent from
56.0 percent in 2016.

Market Leaders

Retail Netherlands

The underlying result before tax of Retail Netherlands
rose 31.6 percent to EUR 2,243 million from EUR 1,705
million in 2016. This was due to lower risk costs and the
benefits from cost-saving initiatives, while income was
slightly up supported by higher commission income.

Underlying income rose 0.7 percent to EUR 4,468 million.
The interest result was 1.2 percent lower, mainly caused
by a decline in lending volumes and margin pressure

on current accounts, partly offset by higher margins on
savings. More than holf of the fall in lending volumes
was due to a further decline in the WUB run-off portfolio,
including the continued transfer of WUB mortgages to
NN Group. Net core lending (excluding the WUB portfolio
and Bank Treasury-related products) declined by EUR

2.5 billion, primarily in mortgages, whereas the decline
in other lending was limited. Net customer deposits
(excluding Bank Treasury) grew by EUR 4.6 billion.
Commission income rose by EUR 55 million, or 10.1
percent, primarily in current account fees. Investment
and other income was up EUR 20 million.

Underlying operating expenses declined 13.6 percent on
2016, mainly driven by the benefits from the cost-saving
initiatives, while 2016 included additional provisioning
for Dutch SME clients with interest rate derivatives and
higher restructuring costs.

Risk costs declined to EUR 13 million, or 3 basis points
of average risk-weighted assets, from EUR 171 million in
2016, reflecting the positive economic conditions in the
Netherlands and strong housing market.

Retail Belgium

Retail Belgium includes Record Bank and ING in
Luxembourg. The underlying result before tax of Retail
Belgium fell 18.3 percent to EUR 785 million in 2017,
compared with EUR 961 million in 2016. The decline
mainly reflects lower net interest income and higher
expenses, partly offset by lower risk costs and increased
fee income.

Underlying income decreased to EUR 2,473 million from
EUR 2,573 million in 2016. The interest result declined
4.9 percent to EUR 1,842 million, mainly due to lower
margins on savings and current accounts, and lower
pre-payment and renegotiation fees on mortgages;

this was partly offset by volume growth in lending. The
net production in customer lending (excluding Bank
Treasury) was EUR 4.7 billion, of which EUR 3.2 billion
was in mortgages and EUR 1.5 billion in other lending.
The net inflow in customer deposits was EUR 1.4 billion
compared with year-end 2016. Commission income rose
6.0 percent, predominantly higher investment product
fees. Investment and other income fell by EUR 29 million,
as 2016 included a gain on the sale of Visa shares.
Operating expenses rose by EUR 146 million, or

10.2 percent to EUR 1,584 million, mainly due to higher
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external staff expenses related to the transformation
programmes and the EUR -95 million one-off expense
adjustment in 2016.

Risk costs dropped by EUR 71 million to EUR 104 million,
or 30 basis points of average risk-weighted assets. The
decrease was fully in business lending, while risk costs
for mortgages and consumer lending were broadly
stable.

Challengers & Growth Markets

Retail Germany

Retail Germany includes Interhyp and ING in Austria.
The underlying result before tax decreased 17.6 percent
to EUR 869 million, compared with EUR 1,055 million

in 2016. The decrease was primarily caused by higher
expenses; income was slightly lower, whereas risk costs
resulted in a net release.

Underlying income decreased slightly to EUR 1,891
million in 2017 from EUR 1,923 million in 2016, when it
was supported by a gain on the sale of Visa shares. Net
interest income rose 0.9 percent following continued
business growth, partly offset by lower interest margins
on most products. The net production in customer
lending (excluding Bank Treasury and movement in the
mortgage hedge) was EUR 2.7 billion, of which EUR 1.7
billion was in mortgages and EUR 1.0 billion in consumer
lending. Net inflow in customer deposits (excluding
Bank Treasury) was EUR 3.8 billion in 2017. Commission
income rose 17.5 percent to EUR 215 million, with
investment products as one of the key drivers.
Investment and other income was EUR 79 million lower,
mainly due to negative hedge results and the

EUR 44 million gain on the sale of Visa shares in 2016.

Operating expenses increased 16.5 percent to EUR 1,032
million, from EUR 886 million in 2016. In addition to EUR
30 million higher regulatory costs, this increase was
mainly due to a higher headcount to support business
growth, higher costs related to the acquisition of
primary customers and investments in strategic projects
(including the Welcome transformation programme).

Risk costs were EUR -10 million in 2017 (compared

with EUR -18 million in 2016), reflecting a benign credit
environment in the German market and model updates
for consumer lending and overdrafts.

Retail Other

Retail Other consists of the other Challenger countries
& Growth Markets, including the stakes in Asia. The
underlying result before tax decreased 3.8 percent to
EUR 825 million in 2017, from EUR 858 million in 2016,
which was supported by a EUR 109 million gain on the
sale of Visa shares.

Total underlying income increased by EUR 169 million, or
5.9 percent, to EUR 3,028 million. Excluding the gain on
Visa shares in 2016, underlying income grew by

10.1 percent. This increase was driven by strong
commercial results across most countries. Net interest
income rose 15.7 percent to EUR 2,437 million due

to continued volume growth and higher margins on
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lending, partly offset by lower margins on savings and
current accounts. The net production (excluding currency
effects and Bank Treasury) in customer lending was

EUR 9.3 billion, of which EUR 5.1 billion was in mortgages
and EUR 4.2 billion in other lending (mainly consumer
loans). The net production in customer deposits was

EUR 8.1 billion. Commission income rose 20.0 percent

on the back of continued client and volume growth

in most countries. Investment and other income was
significantly lower, as the previous year included a

EUR 109 million gain on Visa shares, but also a

EUR 32 million gain from the reduction of ING's stake in
Kotak Mahindra Bank.

Operating expenses increased by EUR 196 million, or
11.4 percent, to EUR 1,919 million. This increase was
mainly due to increased staff and marketing expenses
in most countries to support business, as well as higher
investments for strategic projects.

The addition to the provision for loan losses was

EUR 284 million, or 58 basis points of average risk-
weighted assets, compared with EUR 278 million, or

57 basis points, in 2016. The slight increase was mainly
attributable to higher risk costs in Poland, Spain and (to a
lesser extent) Australia, partly offset by declines in Italy
and Turkey.

Wholesale Banking in 2017

The future of Wholesale Banking is about clients and
their experience. It's all about what they want: advice,
data driven insights, sector knowledge. We already took
steps in this direction in 2017 and will take it further in
2018 with a new organisational structure that supports
a client-led approach, using data and technology to
anticipate clients’ needs and move to seamless and fast
processes for a truly differentiating experience.

Through the Wholesale Banking Target Operating Model
(Wholesale TOM) we have made progress towards a
digital, streamlined and simplified organisation. But with
so many newcomers entering this space and disrupting
our core business, we realised we need to do more. In
2017, we redefined our short-term priorities and further
united our business across regions and countries to
collaborate more effectively, innovate faster and bring
clients uniform services and relevant, proven solutions
through their preferred channel, while moving to open
banking platforms.

Among other things, we will strengthen our sector focus
and international network, putting more resources into
Asia and the Americas. We are also strengthening our
advisory functions including core banking services, such
as Debt Capital Markets and Corporate Finance, and

will enhance and further integrate our daily banking
propositions, such as payments and cash management,
trade finance, working capital solutions, overdraft and FX
transactions.

In support of these changes, we will roll out ING's one
agile Way of Working across Wholesale Banking.
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Wholesale Banking is an important contributor to

the success of ING's Think Forward strategy. Over

the past five years, Wholesale Lending assets have
grown by more than 30 percent and pre-tax results by
more than 70 percent. We expect lending growth to
continue as we support clients in their business needs.
To better anticipate on these needs we will increase
our investments in our data-analytic capabilities and
strengthen our research coverage to help clients stay
ahead of their competition. And we will support them in
becoming more sustainable.

InsideBusiness

We extended the InsideBusiness platform to Russia,
Ukraine and Poland. It is now used by around 12,500
business clients in 20 European countries, compared

to fewer than 500 in 2016. Clients can access their
Wholesale products and services via a single log-in,
making banking clear and easy and simplifying and
streamlining the IT landscape. New services added to
InsideBusiness in 2017 include fingerprint login for the
iOS and Android app and digital signatures for service
request documents. It also offers electronic mark-to-
market reports for 4,000 Financial Markets clients; gives
clients the ability to draw down on loans and to manage
proof of payments and incoming direct debits, as well as
make digital Trade Finance transactions in Belgium and
the Netherlands.

Virtual cash management

In the third quarter, ING introduced virtual bank accounts
that allow treasurers to manage their cash across
borders from a single bank account. Other virtual cash
management products involve multiple virtual accounts.
ING's solution gives treasurers full insight, access and
control of their company’s cash position and enhances
strategic decision-making.

We are also preparing to launch Cobase, an independent
ING venture offering companies a multi-bank platform
with a single point of access to all their bank accounts
and financial services from all their providers, not

only ING. It includes a central payments hub, cash
management and treasury modules.

Blockchain

Innovation is integral to ING's ambitions and
technological advances such as blockchain continue to
lead to new products and product improvements. Being
a big organisation, ING's size can work against it when
speed is of the essence. That's why we also team up
with others - start-ups and fintechs - to innovate from
the outside in. These include collaborations with the
banking consortium R3 and others to digitalise trade and
commodity finance on a blockchain platform, as well
as using blockchain to process foreign exchange trades
and Trade Finance transactions. ING is also working with
R3 and HQLAx on a digital assets exchange to manage
liquidity more effectively and cost efficiently.

In February, our Easy Trading Connect blockchain
prototype carried out its first live oil trade, which showed
the significant speed, cost and risk benefits of the
technology. In January 2018, the platform was extended
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to agricultural commodities, with a US-China soybean
trade demonstrating its potential in a sector with
complex and rigorous documentation chain flows.

In November, ING announced a breakthrough to protect
the privacy of users in the blockchain. The new code,
known as a ‘zero-knowledge range proof’ adds a layer
of cryptography that is 10 times more efficient than
existing technologies. In the spirit of cooperation, ING
has made it available as an open-source solution,
allowing other developers to contribute to it.

Drawing on our data capabilities to bring clients the right
solutions at the right time, we are working on one that
analyses data from past bond trades to price trades
accurately in real time.

In addition to harnessing new technologies, we are also
looking at developing services that go beyond banking.
For example, we're working with behavioural scientists
in London and Amsterdam to develop a cybersecurity
solution for corporate clients. The ING Digital Trust tool
aims to modify the behaviour of the client’s employees
- usually a key vulnerability when it comes to protecting
companies’ digital information - through a series of
‘gamification’ campaigns. It is currently being tested by
three clients and will be available in 1Q2018.

Responsible finance

Although ING's own operations have been climate
neutral for a decade, we can make our biggest
contribution to a sustainable future through financing.
We are committed to better understanding the impact
of our lending activities and working with our clients
to drive progress towards a low-carbon and self-reliant
society.

We aim to double our funding to companies and sectors
that are helping to keep global warming below two
degrees Celsius. We will do this by increasing our Climate
Finance portfolio two-fold by 2022 compared to 2017.
This includes funding projects that advance renewable
energy, the circular economy and help combat climate
change. We will also double our Social Impact finance by
lending to projects that lead to, for example, affordable
housing or basic infrastructure. And we will double
lending to environmental, social and governance (ESG)
industry leaders by 2022 compared to 2017.

These ambitions replace the former Sustainable
Transitions Financed (STF) portfolio ambition to increase
STF to EUR 35 billion by 2020. As we already came close
to achieving this in 2016, we matured and strengthened
our approach in 2017. The result is our responsible
finance portfolio, which transparently demonstrates
our contribution through financing to key social and
environmental domains.

But we can't do this alone. We need clients and key
partnerships. For example, we work with the Ellen
MacArthur Foundation, a global thought leader on

the circular economy, to expand our knowledge and
network on this topic and unlock business opportunities.
And we are a member of the World Economic Forum's
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Climate Leaders Alliance, an informal network of CEOs
committed to climate action and delivering on the Paris
Agreement.

Client classification®**

EUR bln % of Total 2017
Industry ESG leaders 5.5 3.4%

Type of transactions?3#>

EUR bln % of Total 2017
Climate finance 14.6 9%

Type of transactions?3**

EUR bln % of Total 2017
Social impact finance 0.5 0.3%

1 The outcomes are based on industry classifications of ESG ratings
provider Sustainalytics.

2 If criteria are strengthened, the new criteria are applied from

the moment they are implemented. Outcomes of transactions

finalised prior to such changes remain ‘as is’ at the time they were

completed.

The amounts reported under the three categories may overlap

with one another. For example, a transaction may be both

environmentally and socially impactful. The category Outstandings

should not be added up.

A list of sub-categories that are in scope of the methodology/

definition but that have zero-to-low exposure can be found in the

non-financial appendix.

All figures listed in Outstandings are as of 4Q 2017 and the

denominator is WB lending services.
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In 2017, ING joined the Madaster circular economy
platform, which has a digital ‘materials passport’ to
stimulate the use of recyclable materials and reduce
waste.

ING Real Estate teamed up with ING Groenbank on

a green loan to convert a former power plant into a
sustainable ‘A’ energy label innovation hub. And we
helped finance one of Australia’s largest solar plants
to meet the country’s growing demand for renewable
energy.

In Austria, ING teamed up with Kommunalkredit, a
specialist bank for infrastructure financing, on a EUR 300
million social covered bond to support projects such as
schools, universities, hospitals and social housing. It's the
first of its kind in Austria and the second social covered
bond in the market.

It's not just technology that drives innovation. ING works
closely with clients to find sustainable solutions for

the challenges they face and to put our sustainability
ambitions into action. In 2017, we collaborated on
several sustainable financing firsts: the first loan

linking the interest rate to the client’s sustainability
performance and rating (the better the company does
on sustainability, the lower the interest rate); the first
green hybrid bond ever, raising EUR 1 billion to fund wind
energy in the Netherlands and Germany; and the UK’s
first green bond in the public utilities sector (water).


https://www.ingwb.com/themes/blockchain-articles/ing-launches-major-addition-to-blockchain-technology
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Since it was introduced in April for Philips, the
Sustainable Improvement Loan has won several awards
and has been used with other clients, such as Belgian
post operator bpost.

Challenges and opportunities

In addition to investing billions of euros in wind farms,
solar energy and geothermal power production to
support the energy transition, ING will not only stop
providing lending services to new coal-fired power plants
or coal mines but will also accelerate the reduction of
financing to thermal-coal power generation with the
ambition of bringing this close to zero by 2025. We
reduced our lending outstanding for thermal coal power
generation by 18 percent at the end of 2017 compared
to a year ago and have the ambition to continue this
reduction trend.

<@ Read more in the ‘Non-financial appendix’ for the full
power generation portfolio disclosure.

However, society still relies on fossil fuels because there
is not yet enough renewable energy being generated,
nor is there an efficient and affordable way of storing it.
This is both a challenge and an opportunity, for example
for companies developing battery technology. ING
engages in strategic dialogue with clients to influence
change. We talk about the challenges they face and help
them identify opportunities.

We see opportunities arising from the final
recommendations of the G20 global Taskforce on
Climate-related Financial Disclosures (TCFD). We believe
it will encourage investors to shift to more low-carbon
and climate-smart options as companies become more
transparent about reporting on the financial implications
of climate change - an important step towards delivering
on the commitments of the Paris Agreement to keep
global warming below two degrees Celsius.

<@ Read more in the ‘Non-financial appendix’ for an
overview of ING’s climate-related disclosures.

Strengthening our operations

In the past years, the Wholesale TOM programme

has contributed to a more integrated business, easier
processes and a more consistent experience for clients
on a global digital platform.

It has united operational services in two strategic centres
in Bratislava and Manila, supporting our ambition

to improve and standardise Wholesale Banking. For
example, we now offer Financial Markets clients collateral
management services from one hub that provides a
single unified offering. This consolidation of expertise
enables us to test new artificial intelligence and robotics
solutions to optimise client services. For example, we

are preparing to launch ING's first Wholesale Banking
chatbot - called Bill - on InsideBusiness. And we are
working with fintech Axyon.Al on a tool that applies
neural networks to make financial predictions. We will
invest even more in automation and robotics to make
processes faster and smoother in the future.
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Migrating certain services to shared service centres is not
new to ING, but it is time consuming and can potentially
disrupt our service, contrary to our Customer Promise.
We do it because, in the long term, it means we keep
getting better. We believe it will allow us to respond
faster to new client needs, improve IT capabilities and
boost the efficiency of our digital-first model, helping it
to evolve into a true competitive advantage.

We are also introducing a global operating model for
Lending Services. Implementing the advanced funding
model in Singapore and Hong Kong in the second half of
the year changed the Asian funding model and led to

a EUR 3.5 million reduction in funding cost on the Asia
portfolio.

In addition, we increased global collaboration with
virtual sector teams that support clients across countries
and products to offer holistic, integrated solutions

that enable them to stay a step ahead in business. To
facilitate this collaborative approach even further we are
rolling out one way of working based on Agile principles.

Awards

In 2017, ING was named best Benelux brokerage

house at the Extel awards for the European equities
investment industry. A market survey by Fl Metrix (‘2017
International Commodity Traders Study’) showed ING
has become a dominant provider in commodity finance,
based on its image (55 percent of respondents rated it
the most positive brand image in the market compared
to 24 percent in 2013), institutional performance,
relationship penetration, product market share and
delivery. Overall, league table positions in EMEA and
Western Europe continued their upward trend in 2017,
supported by continued strong performance in Industry
Lending.

International network

One of ING's strengths is our international Wholesale
Banking network, which spans over 40 countries in
Europe, Asia and the Americas. In 2017, we broadened
our relationship with clients in Asia and expanded our
Americas footprint with an office in Bogota, Colombia.

This is in line with our decision announced in November
2017 to put more emphasis on the regions while shifting
our focus to a stronger sector organisation from the
current largely product-based orientation. In the past
years, ING has grown into a sector specialist in lending
areas such as Metals and Mining, Trade and Commaodity
Finance and Technology, Media and Telecom. Our new
structure will help us deliver a consistent client approach
across the Americas, Asia and Europe and become even
more relevant to our clients as we support them in their
business needs. These organisational changes will be
implemented in January 2018.
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Financial performance in 2017

Wholesale Banking posted good 2017 results on the back
of continued strong performance in Industry Lending,
steady volume growth across industries and products,
and a low level of risk costs. The net result rose to

EUR 1,950 million from EUR 1,754 million in 2016, which
included restructuring charges and impairments related
to the digital transformation programmes. Excluding
these charges, underlying net result rose by

EUR 47 million, or 2.5 percent, to EUR 1,950 million.

The underlying result before tax was EUR 2,846 million,
up 6.7 percent from 2016, driven by income growth in
Industry Lending and General Lending & Transaction
Services, and lower risk costs. This was in part offset by
higher expenses.

Industry Lending posted an underlying result before tax
of EUR 1,966 million, up 13.2 percent compared with
2016, due to continued business growth in Structured
Finance and Real Estate Finance with attractive margins,
higher fee income and lower risk costs. The underlying
result before tax from General Lending & Transaction
Services rose 22.5 percent to EUR 751 million, due

to higher income and lower risk costs. Income was
supported by volume growth in Working Capital
Solutions and General Lending, partly offset by some
pressure on margins.

Financial Markets’ underlying result before tax fell to
EUR 82 million from EUR 134 million in 2016. This decline
was mainly due to higher expenses, in part due to higher
regulatory costs and investments in IT infrastructure.
Income was stable, despite a very weak fourth quarter
in 2017. Excluding CVA/DVA impacts (EUR -36 million in
2017 versus EUR -71 million in 2016) income declined

by EUR 34 million. The underlying result before tax of
Bank Treasury & Other fell to EUR 47 million from EUR
185 million in 2016. In addition to lower Bank Treasury
results, this decline was mainly caused by higher risk
costs (primarily related to the Italian lease run-off
portfolio) and some litigation provisions. This was partly
offset by higher sale results in the run-off businesses,
including a EUR 97 million gain on the sale of an equity
stake in the real estate run-off portfolio.
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Underlying income of Wholesale Banking increased

5.6 percent to EUR 5,922 million, compared with

2016, driven by volume growth in lending and the
aforementioned gain on the sale of an equity stake.
Wholesale Banking's net core lending book (adjusted
for currency impacts and excluding Bank Treasury and
the Lease run-off portfolio) grew by EUR 12.7 billion in
2017. The net inflow in customer deposits (excluding
currency impacts and Bank Treasury) was EUR 1.1
billion. The interest result rose 3.9 percent on 2016,
whereas commission income increased by 10.5 percent.
Investment and other income was EUR 64 million higher,
driven by the gain on the sale of an equity stake.

Underlying operating expenses increased 8.6 percent to
EUR 2,792 million, mainly due to higher headcount to
support business growth, increased additions to litigation
provisions and higher regulatory costs.

Risk costs declined to EUR 284 million, or 19 basis points
of average risk-weighted assets, from EUR 368 million,
or 24 basis points in 2016. The relatively low risk costs
in 2017 were supported by several larger net releases
for clients and only a few larger new additions, and was
realised despite higher risk costs for the Italian lease
run-off portfolio.
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Banking is changing. Customers are changing.
And so is ING and its people. ING's response

to change starts with the acceleration of

the Think Forward strategy. From a people
perspective, we are stepping up our leadership
capabilities and strengthening professional
skills while building engagement and
capabilities across the organisation.

We do this in two ways: by creating a differentiating
employee experience, and by developing greater leaders
and better managers who will energise and engage
others to implement our purpose and strategy.

In this chapter, we outline our people strategy with
employee stories depicting the changing face of ING.

Who we are

ING has over 54,000 employees in more than 40
countries. ING people are diverse and dynamic,
adapting and developing in line with the business and
our environment. Traditional banking skills are still
important, but so is customer intelligence and being
data and technology savvy. Our people are creating a
differentiating customer experience that doesn’t always
depend on face-to-face interaction.

At ING we value diversity and believe we cannot
implement our strategy without it. We are committed to
accelerating diversity so our employee base mirrors the
clients we serve.

ING has a diversity manifesto that applies to all
employees worldwide. It sets out our position and aims
to foster an inclusive culture.

Challenges in diversity

Different diversity challenges exist in each location and
business unit. In several markets, such as the Benelux,
we need to do more to make gender balance more
representative, in particular in leadership positions. ING,
like many other financial organisations, is facing this
challenge.

This year, the number of female managers and female
managers of managers remained fairly stable. Of our
managers, 39 percent are women (38 percent in 2016)
while for managers of managers, 29 percent are female
- the same as in 2016.

Creating a better balance continues to be a priority.
A range of initiatives to promote the inclusion of
women in leadership positions has been implemented.
This includes:
- Diverse interview and decision panels as part of the
recruitment process.
- Inclusion of more female candidates on
succession lists.
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+ Tracking and analysing the number of female
appointments, promotions and leavers to gain more
insight into problems and potential solutions.

- Supporting flexible working.

‘Papa’ leave and rainbow families

In 2017, ING in the Netherlands announced that, from
2018, it will offer new fathers and non-biological
parents the right to take one month’s paid leave
after the arrival of their child with the option for a
further three months of unpaid leave immediately
afterwards.

ING also introduced the global Rainbow Families
project to eliminate any gaps in its policies for lesbian,
gay, bisexual and transgender (LGBT) employees.

In October, ING was recognised externally for its LGBT
workplace inclusion at the Workplace Pride Awards,
achieving a top-tier score.

How we work

Creating a differentiating employee experience starts
with ING's distinctive culture: entrepreneurial, open,
collaborative, innovative and energetic. Who we are and
how we work are set out in the Orange Code. Putting
‘integrity above all, it comprises:

+ Our values. The non-negotiable promises we make to
the world no matter what.
- We are honest.
= We are responsible.
- We are prudent.

+ Our behaviours. The commitments we make to each
other and the standards by which we measure each
other’s performance:

» You take it on and make it happen.
» You help others to be successful.
- You are a step ahead.

A worldwide survey conducted amongst ING colleagues
in the third quarter showed that 100 percent of
employees were aware of the Orange Code and 82
percent of employees felt equipped to live up to it.

The Orange Code is supported by a compliments

tool, kudos, that allows employees to give each other
compliments based on Orange Code behaviours. Since
its launch in July 2016, over 200,000 compliments
have been given by 30,000+ users of the tool. Kudos
was also named Innovation of the Year at the Digital
Communication Awards 2017.

Employees are introduced to the Orange Code early

with new joiners invited to complete a global online
e-learning introduction module that explains more about
ING's culture, how we work and what we expect from
employees. This is further emphasised and reinforced by
the compulsory e-learning for all employees as part of
the global Promoting Integrity Programme.
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Our Orange Code behaviours are included within the
performance management process and discussed
throughout the year. They are also linked to our
Employee Value Proposition, which forms the basis of all
people-related programmes. Through these activities,
our aim is to develop a culture that is focused on long-
term value creation.

Creating a differentiating employee
experience

ING believes there is a direct link between employee
engagement, business performance and an ability to
serve customers. It's why we are committed to a positive
employee experience from the moment someone
applies for a job to the moment they leave.

Employees take personal responsibility for becoming
the very best they can be. Our approach to performance
management supports this. In 2017, 99 percent

of employees took part in a formal performance
management process.

Our ING Step up Performance Management practice
aims to empower employees and make them more
personally accountable for their own development
and performance. From 1 January 2018, more than
90 percent of employees will have their performance
managed according to the new approach.

ING allocates a budget for employees for training,
professional development and personal development.
We spent EUR 76 million on training and development
in 2017. And a wide range of global and local training
programmes are made available to strengthen
employee capabilities and help them become the best
they can be.

Global surveys

ING regularly measures employee engagement and is

committed to acting upon employee suggestions. This is

done globally in one of two ways:

- The Winning Performance Culture (WPC) survey
concentrates on employee engagement, looking at
how engaged, enabled and energised employees feel.
The next WPC will take place in 2018.

+ The Organisational Health Index (OHI) assesses ING's
ability to adapt and renew itself to be successful in the
long run. The last OHI took place at the end of 2017.

Over 29,000 (53 percent of employees) responded to the
OHI. Results were very positive overall with organisational
health having improved across all nine ‘health outcomes'.
This places ING's organisational health in the upper
quartile of a large cross-industry benchmark. We have
improved considerably in innovation and learning, which
now scores in the top 10 percent of the benchmark.

Creating greater leaders and better
managers

Think Forward Leadership programmes have been tailor-
made to develop the leadership capabilities ING needs
to achieve its strategy. The Think Forward Leadership
Programme is designed for top-level executives and the
Think Forward Leadership Experience is for all people
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managers globally. Around 1,500 leaders and managers
attended these programmes in 2017, with a further
4,000 employees targeted to participate in 2018. Phase-
two programmes are now being developed.

The International Talent Programme (ITP) is designed to
ensure the bank has the right talent in the right place to
meet future needs. The programme selects and develops
top graduates who are ambitious, international and have
high growth potential. In 2017, ING recruited 135 ITP
trainees from 14 countries.

People planning for the future

Like all companies, ING needs to plan its future resource
needs carefully to stay a step ahead. This means

that occasionally we restructure activities in line with
business requirements, in some instances leading to
job losses, job changes or job location changes. In
October 2016, we announced plans to start a path of
convergence towards one digital banking platform,
which would impact around 7,000 employees, mostly
in Belgium and the Netherlands. These transformation
programmes are ongoing.

As part of this, ING also continues to look at different
ways to help improve operational processes across
the bank so that it can service client demands rapidly
and efficiently. Sometimes this means activities are
transferred to shared service centres, for example

in Bratislava or Bucharest, or outsourced to external
providers. This is not new for ING, having already
standardised and streamlined some Wholesale Banking
and IT operations. Such decisions are always made
with the utmost care and consideration with a full risk
assessment process undertaken at Management
Board level.

When employees are impacted by these changes, we are
committed to treating them with respect and care and
doing our utmost to help them develop their skills to find
new job opportunities - whether inside or outside ING.

At the same time, in line with business strategy, we
continually work to improve people planning. We

are developing our people analytics and intelligence
capabilities to aid business performance and employee
well-being. A project to transform HR - HR Unite - (HR
TOM) includes introducing a new people services
organisation with one global HR system and one
standard set of processes for people metrics. This will
concentrate on ensuring a differentiating employee
experience as well as making it much easier to report
strategically on people issues ING-wide.

Commitment to human rights

ING upholds the rights proclaimed in the Universal
Declaration of Human Rights and aims to respect human
rights in all operations globally. We uphold freedom of
association for all employees and recognise the right

to collective bargaining as laid down by International
Labour Organisation Convention numbers 87 and 98.
Where countries have weaker labour laws, ING abides

by its own human rights policy developed in accordance
with this convention.
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ING seeks to judge employees only on their merit and
skills. Our policy is not to discriminate on social origin,
gender, age, background, sexual orientation, physical
ability or religious beliefs.

We are aware that even though we have a strong track
record, there are still issues that require attention -
including diversity, which continues to be a challenge.
By respecting human rights and increasing efforts in
diversity, we believe we are strengthening our workforce
and our business. To underline our commitments and
progress in this area, we aim to publish our first Human
Rights Report in 2018.

The customer care specialist

Name: Bella Ozegovic
Country: Australia
Joined ING: 2015
Role: Customer care
specialist.

I joined ING fresh out of high school after a friend who
worked there recommended it to me. She loved the job
and the company.

Initially, | worked in the contact centre, but moved to
ING's new Customer Lounge when it opened in August.
Here | assist clients with their new or existing Orange
Everyday savings, mortgage and business accounts.

ING's working culture is customer-orientated with a
strong team dynamic. Everyone is happy to help and |
feel comfortable with my colleagues. It is a positive and
healthy environment. In my two years, I've had many
trainings and been given much support and mentoring
from more senior employees.

From day-one, the Orange Code has been at the core of
my job. To me it's about the way teams work together,
allowing everyone to participate in meetings without
judgment.

Honesty and trust are very important in my job. I think
it's important to be authentic with a customer, especially
when selling products. Obviously it's the main role of

my job, but I really do enjoy helping a customer. It's a
great feeling being able to fix something that somebody
is stressed about. Conversely, it can be very frustrating
when there are processes and procedures in place that a
customer is not happy with, but policies and procedures
are there for a reason and it's not always something we
can change.
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The IT specialist

Name: Alejandro Enrique
Romero Jiménez
Country: Spain

Joined ING: 2006

Role: IT specidalist,
currently leading the
infrastructure chapter
for Model Bank.

When | first looked to join ING in Spain | knew it was
different from any other bank. It seemed to be driven by
young people trying to challenge the status quo. That
made me want to become part of it.

We create the underlying infrastructure for the Model
Bank transformation programme. We make sure that
from a technical and operational standpoint everything
goes smoothly when the newly-installed solutions are
integrated with existing ones.

Our team in Madrid has more than 12 different
nationalities, so it's very diverse. To me, diversity is not
about gender or colour but about different approaches.
The way people are brought up in different cultures and
with different values means they approach the same
problem or topic in different ways.

The global surveys that all employees are asked to
complete are important, especially the fact that
managers want to know what we think. In Spain, a
number of improvements have been made following the
last year’'s employee engagement survey. It's good to
know your opinion counts.

The chief economist

Name: Marieke Blom
Country: The Netherlands
Joined ING: 2013

Role: Chief economist for
ING in the Netherlands.
Manages a team of 18
economists and analysts.

ING found me four years ago. | came to the interview
heavily pregnant. Combining work with children is not
easy but ING is flexible enough to help me make it work.
I have Wednesday afternoons off and bring my kids

to school four days a week. | make up the time in the
evening, sometimes weekends.

I've always liked the atmosphere here. People are goal-
orientated, but in a good way. They strive to make a
difference. So much work gets done.

Change is the norm. We're in a constant state of flux. It
can be a challenge managing that. Clients are continually
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changing too. As a team, we must adapt to those client
changes. Part of our economic analysis is to make things
clear and easy even though economics is complex.

What gives me the most satisfaction is how our
economic analysis leads to decision-making for clients.
Our challenge is to help customers make better decisions
so that they can stay ahead in what they do.

What frustrates me is we're a part of a big organisation.
Sometimes it takes a great deal of time and internal
processes to produce what we do. The end result is high
quality and immediately has a big impact, but it does
take a long time to get there.

Aside from the Think Forward leadership programme
and the various trainings | do as part of my goals for the
year, | completed the Promoting Integrity Programme,

a compulsory online training to increase awareness
around integrity and dilemmas. Every Dutch employee
is also required to take the Banker’s Oath, committing to
maintain high standards of ethical behaviour.

The data cruncher

Name: Mouad El Ghazi
Country: Germany
Joined ING: 2017

Role: Head of customer
intelligence.

My role and that of my team of data analysts is to turn
data into tailored solutions for customers. This happens
through analytics, modelling and smart data integration
from various sources to sharpen the customer profile.
We then know our customers better and provide them
with the right products and services instantly at the right
moment.

With big data and real-time technologies and processes
we can empower customers in their financial decisions.
Understanding their needs through data is an important
skill in banking. We should care about data, turn it

into valuable knowledge and create added value for
customers.

| believe there are two main changes impacting any
business - digitalisation and agility. I'm happy both play
a crucial role in ING's strategy.

Despite only joining in June, | am aware of the Orange
Code and how it describes our values and the way we
act together. This is important to me as a believer in
teamwork and collaboration to meet any challenge and
deliver the best customer experience.

As a manager, it's my responsibility to encourage my

team to use the opportunities ING offers to help them
achieve a work/life balance.
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The graduate

Name: Simon Dispa
Country: Belgium
Joined ING: 2016
Role: Member of the
Retail Transformation
Programme.

| joined ING for many reasons. Most important was

the reputation and quality of the International Talent
Programme (ITP). It is known as one of the best
traineeships in Belgium. | also wanted a role in one of the
biggest transformations in the banking industry. ING is a
pioneer.

This is my second rotation in the ITP. I'm in charge of
implementing the branch network of a new distribution
model. We are changing the way we interact with

and serve customers. We're offering more online and
remote solutions and extending our availability. My first
rotation was in a branch, so I have a clear view on what
customers expect.

ING offers much more than a job. It promotes diversity
and gives us the opportunity to learn, develop our
skills and challenge ourselves. Collaboration, openness
and agility are at the heart of every project. Belgium is
introducing the one Way of Working and I've attended
several training days with people from many different
departments.

| get the most satisfaction from positive feedback from
customers. Although | don't have any direct contact with
customers anymore, I'm still working in their interests to
improve the way we serve them.

ING was again recognised as one of the world’s
leading employers by both the Top Employers
Institute and Great Place to Work.

In February 2017, ING gained Top Employer status for
Europe and individual recognition in Belgium, France,
Italy, Poland, Spain and the United Kingdom.

In Germany, ING was ranked by Great Place to Work
as the third best employer in the category 2,001 to
5,000 employees and ING-owned mortgage broker
Interhyp was also listed in the category 501 to 2,000
employees.

ING Services Polska was named the ‘Best IT workplace
in Poland 2016’ by Computerworld magazine, based
on a survey of 3,500 respondents.


https://www.ing.jobs/Global/Careers/International-Talent-Programme.htm
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Risk and Capital Management focuses on
managing our risks in line with our risk appetite,
strengthening our capital base and supporting
businesses as ING implements the Think
Forward strategy. In a dynamic environment
with changing customer behaviour,

increasing regulatory requirements, emerging
competitors and new technologies, ING needs
to continuously develop its risk and capital
management. Managing risks and capital
effectively and efficiently is crucial to ING's
sustained profitability.

Managing risks to protect and enable our
business

ING is engaged in activities that entail risk taking, every
day, throughout our business. ING is sensitive to multiple
financial risks, such as credit losses in our lending and
banking transactions, gains and losses from market

risk in our trading positions, and liquidity or funding

risks through financial management. Many of these

are managed and controlled through models, which
automatically introduce risk themselves.

Besides these financial risks, across our business, ING
is subject to non-financial risks associated with IT and
cybersecurity, operations and compliance to rules,
regulations, laws as well as the ethical norms that
are generally considered to apply to our people and
activities by society at large. Non-financial risks can
also arise throughout the relationship 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 to
ensure they are consistent with both our strategy and
our appetite for risk.

The overall amount of risk that ING is willing to take is
set out in the Risk Appetite Framework and the Non-
Financial Risk Framework. Within these frameworks,

we monitor a range of risk metrics to make sure that
our risk profile is in line with our appetite for risk. The
Risk Appetite Framework, which is approved by the
Executive Board, is designed to be able to withstand
market volatility and stress, while meeting strategic
goals and regulatory requirements. This framework is
complemented with a Non-Financial Risk Framework
that includes compliance risk and operational risk. Both
frameworks combine various financial and non-financial
risk disciplines into a single converged approach and
provide the businesses with a clear and fair view on their
risks and the way these are managed. This view allows
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the Executive Board and senior management to form an
opinion on the adequacy of internal risk management
and control systems regarding the risks they face while
pursuing the Executive Board's strategy. In addition,
ING has a process in place regarding internal control
over financial reporting. Both frameworks, including
underlying assumptions and metrics, are regularly
reviewed to ensure they stay relevant in a constantly
changing environment. ING conducts bank-wide and
portfolio- specific stress tests to ensure strength and
resilience in specific market conditions, by taking part in
regulators’ as well as our own internal stress tests.

<@ For more information on risk appetite and stress
tests, please refer to the Risk Appetite Framework, the
Non-Financial Risk Framework and the Stress testing
sections of the ‘Risk Management’ chapter, part of the
consolidated annual accounts of this Annual Report.

<@ For more information on Internal control over financial
reporting, please refer to the ‘Section 404 Sarbanes-
Oxley Act’ part of Corporate governance.

Tax risks are managed in a prudent manner. Tax policies,
procedures and a tax control framework have been
implemented to support management in mitigating
potential tax risks. Internal monitoring, control and
reporting of tax-related risks takes place on a permanent
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 co-
operative tax compliance (‘horizontaal toezicht’), which
implies overall transparency and disclosure of relevant
tax risks to the Dutch tax authorities.

While continuing our efforts to comply with applicable
laws and reqgulations, 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, especially in areas where the
applicable regulations 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 who have 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 risks as set out

in the ING's internal control framework. To support
management in mitigating compliance risks, it
actively trains and advises the business in managing
compliance risks. Topics include money laundering,
terrorist financing, sanction and export control
compliance, conflicts of interest, misselling, 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.
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Risk and capital management - continued

Where an ING employee suspects any irregularity or
misconduct within ING that leads to or could lead to a
violation of ING's Orange Code, ING Policies and/or any
law, regulation or code, our Whistleblower Policy provides
for anonymous reporting, via internal or external
channels, alongside normal reporting channels. In 2017,
ING recorded 100 alleged irregularities in accordance
with its Whistleblower Policy, including 19 reports

of suspected breachs of Orange Code or unethical
behaviour.

> For details please refer to the Pillar 3 report at
www.ing.com/17ar

ING has designed controls intended to mitigate the
compliance risks associated with the above-mentioned
risk areas. The effectiveness of the controls is tested
periodically, and senior management recognises its
responsibility to ensure our processes comply with
applicable laws and regulations, ING's internal policies,
procedures and the Orange Code.

Further, given the heavy reliance on IT systems in
financial institutions, controls that monitor the various
aspects of IT risk, such as integrity, availability and
confidentiality, are embedded in ING's risk and control
framework.

In connection with the introduction of the ING Way of
Working, Operational Risk Management and Information
Risk Management have established new risk governance
that adopts the ING Way of Working to ensure effective
non-financial risk management within various entities.
To enable business lines to manage their risk linked

to the increasing sourcing activities within ING, the
sourcing policy has been updated to cover generic key
control objectives for mitigating and monitoring key

Risk

Risk appetite

i

Governance

Three lines of defence

Business line managers

for day-to-day risk
management

First line of defence Second line of defence
Business lines Risk

have primary responsibility

risks. An integrated top-down/bottom-up emerging

risk assessment is performed to identify and monitor
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 regulatory requirements and the effectiveness of
our response to technological developments.

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 Bank 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 addition, the design and the operation
of the Risk Appetite Framework and the Non-Financial
Risk Framework are discussed annually with the Risk
Committee and the full Supervisory Board, whereas

the design and the operation of internal controls over
financial reporting are discussed annually with the Audit
Committee and the Supervisory Board. As part of this
process shortcomings in Know Your Customer processes
were identified in these control systems and discussed
with the Risk committee and the full Supervisory Board.
Also an area of improvement that was identified in IT
risk was discussed. 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

ING's risk governance framework

Third line of defence
Audit

Independent and objective
assurance of the overall
effectiveness of internal
controls

+ Formulates and
implements policies and
procedures, sets limits
and risk appetite

- Executes transaction
approval processes
with veto right

+ Oversees, challenges
and supports the
optimisation of risk/
reward trade-off

Execution ‘L

Value creation/risk taking

J J

Alignment between risks taken and the risk appetite
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competitors, it also imposes risks. The risks imposed by
ING's IT infrastructure are reporting outside the tolerance
levels that ING has committed itself to. Therefore

actions have been identified to improve IT systems

and processes in order to increase the efficiency and
effectiveness of the IT infrastructure and the reliability
and continuity of the IT processing. These improvements
have already lowered IT-related risks, but additional
efforts are needed to ensure that the IT infrastructure
will report within the defined risk appetite statement.

<@ For more information on non-financial risks, please
refer to the ‘Risk Management’ chapter, part of the
consolidated annual accounts of this Annual Report.

Three lines of defence

ING's governance framework establishes three lines
of defence to manage risk effectively. The three

lines of defence principle provides a clear division of
activities and defines roles and responsibilities for risk
management at different levels within ING and at
different stages in the lifecycle of risk exposures.

The commercial departments of the various business
lines, which have the primary responsibility for day-to-
day risk management, form the first line of defence.
They are accountable for identifying, recording, reporting
and managing the risks that occur while conducting their
activities, including originating loans and taking deposits,
within applicable frameworks and the institution’'s

limits. They also ensure that the right controls and
assessments are in place to mitigate them.

The independent risk management departments,
headed by the Chief Risk Officer (CRO), act as a second
line of defence. Their role is to make sure risk is properly
identified, measured, managed and reported. In order to
achieve that, they set policies and guidelines, implement
and operate control frameworks, and decide on risk
acceptance. They also aim to ensure compliance with
internal and external requirements on an individual

and consolidated basis. Furthermore, they support the
commercial departments and act where necessary to
keep the risk profile within the defined risk appetite.

The CRO is a member of the Executive Board and the
Management Board Banking, ensuring that risk remains
a continuing topic for the leadership team.

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 these three layers in combination are
necessary for a strong risk and control environment.

<@ For more information on material risks, please refer
to the ‘Top and emerging risks’ section of the ‘Risk
Management’ chapter, part of the consolidated annual
accounts of this Annual Report, and the risk factors
section of the ‘Additional information’ chapter of this
Annual Report.
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Enhancing a proactive risk management
function

Our business and operating environment is changing
with trends such as changing customer behaviour,
increasing regulatory requirements, emerging
competitors and new technologies.

Regulation continues to broaden and deepen. As a
result of the economic crisis, rules and regulations
governing banks are developing rapidly. These are
largely in response to public sentiment that's ever less
tolerant of bank failures and the use of public money

to rescue banks. The additional prudential rules in the
form of revisions to Basel Ill, announced in December
2017, consisting of among others a revision to the
standardised approach to credit risk, the introduction of
a capital floor based on standardised approaches and
limits in the use of internal models, require banks to keep
larger amounts of capital. These rules and regulations
also require us to supply more detailed, bank-wide
information to central banks and regulators.

Customer expectations are increasing in line with
changing technology. Banks are responding through
automation. This is allowing them, for example, to
provide customers with instant retail and corporate
credit offers, as well as a simple, rapid, online account-
opening process. A large proportion of our customers
already uses digital channels to communicate with us
and for many it's the only channel they use to contact
ING.

With developing technology and digitalisation, new

risk categories are emerging. That makes it vital for

the risk function to adapt so it can detect and manage
new risks. Over the past few years, ING has enhanced

its frameworks in areas including model risk and
cybersecurity risk. At the same time, technology and
advanced analytics are enabling new risk-management
techniques and helping the risk function make better risk
decisions at lower cost.

<@ For more information on the risk management function
please refer to the ‘Risk Management’ chapter, part
of the consolidated annual accounts of this Annual
Report.

Part of ING's Think Forward Strategy aims to increase the
pace of innovation to serve changing customer needs.

To do this, ING is either partnering, investing or building
various platforms (e.g., Yolt, Kabbage, Scalable Capital,
Payconiq). These innovations empower ING's clients to
stay a step ahead.

ING announced in 2017 the launch of ING Ventures,

a EUR 300 million fund aimed at investing in fintech
companies and accelerate the pace of innovation. ING
considers partnering with and investing in fintechs as
a key element of its innovation strategy. ING Ventures
will build on the success that the current approach
has already brought over the past three years, which
has led to over 100 strategic fintech partnerships and
investments globally.
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While it will adopt investment methods and portfolio
management based on venture capital structures, the
aim will not be to achieve a solely financial goal. The fund
will focus on start-ups and companies that have already
gained some market traction. The companies it will invest
in are generally, but not exclusively, fintechs active in
countries where ING has a presence or where ING has the
intention to expand. As a responsible financial institution,
ING ensures that these platforms are aligned with ING's
risk appetite and standards. Furthermore, ING is putting in
place a dedicated risk control framework for ING Ventures
aimed at properly identifying, measuring and managing
the risks arising from its activities.

Key developments in 2017

We look back on a year with a modest acceleration in
global growth, amid tighter regulation and
macroeconomic uncertainties. Very low interest rates
put pressure on our business model by squeezing
interest income. Geopolitical and economic instability
persisted in several geographical areas, as did volatility
in commodity prices. The fear of a ‘hard Brexit’ (no
agreement with the EU on an orderly exit of the UK,
leaving uncertainties on access to the single market
and customs union) and other nationalistic and populist
tendencies remained present. Data breaches and related
cyber-attacks continued to be major threats worldwide.
And climate change remained a challenge to the
sustainability of societies and economies around the
world.

In 2017, ING's balance sheet demonstrated its resilience.
Our loan book continued to grow and our capital and
liquidity buffers improved. We experienced healthy
lending growth and declining risk costs resulting from

an improving macro-economic environment and active
management of our non-performing loans (NPLs).

The NPLs expressed as a percentage of lending credit
outstandings further improved. The NPL ratio decreased
to 1.9 percent at the end of 2017 from 2.1 percent at the
end of the previous year. This decrease was caused by

a EUR 1.1 billion reduction in NPLs, mainly in business
lending in the Netherlands, residential mortgages in the
Netherlands and General Lending & Transaction Services,
combined with an increase in total credit outstandings.
Risk costs decreased to EUR 676 million from EUR 974
million in 2016, driven by a benign

credit environment in most markets where ING is active.

ING managed its liquidity position on a consolidated level
well above minimum requirements. The total issuance of
long-term debt amounted to EUR 10.5 billion, including
EUR 7.6 billion of long-term senior unsecured debt and
EUR 2.1 billion of CRD IV eligible Tier 2 securities. In

2017, ING started issuing Tier 2 and senior unsecured
instruments at its resolution entity ING Groep NV. in
order to improve the loss absorbing capacity for the
purposes of TLAC/MREL reqgulations. ING faced a further
decline in interest rates, but was able to keep its net
interest margin stable. ING's loan-to-deposit ratio,
excluding securities that are recorded at amortised costs,
remained unchanged at 1.05.
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With regard to climate change, the Task Force on
Climate-related Financial Disclosures (TCFD) published
a report in June 2017 with recommendations on
climate related disclosures. The TCFD provides
guidance to support large organisations in developing
climate-related financial disclosures consistent with

its recommendations and recommended disclosures.
For risk management, one of the thematic areas, the
recommendation is to describe the processes so readers
of climate-related financial disclosures can evaluate an
organisation’s overall risk profile and risk management
activities.

<@ For an overview of ING's climate-related disclosures see
the ‘Non-financial appendix’

Corruption prevention is high on ING's agenda. The
responsible behaviour embedded in our Orange Code
values is the basis of our approach to Compliance Risk
Management, which includes training of employees on
integrity-related topics and compliant behaviour. ING
has started a bank-wide enhancement programme
for its financial and economic crime policy to address
shortcomings identified in Know Your Customer (KYC)
processes and to ensure a consistent approach and
quality for business unit KYC processes.

As disclosed previously, ING is currently the subject of
criminal investigations by Dutch authorities, as well
as a related information request from US authorities,
regarding various requirements related to client on-
boarding, money laundering and corrupt practices.

<@ For more information, please refer to the ‘Risk
Management’ chapter, part of the consolidated annual
accounts of this Annual Report and to Note 45 in the
‘legal proceedings’ part of the consolidated annual
accounts.

Integrity and transparency in financial markets are
essential for public and investor confidence. In light of
the revised Markets in Financial Instruments Directive
European legislation (MiFID II) that will come into effect
in January 2018, ING revised various MiFID Il-related
policies and procedures. It also issued a new Investors
Protection & Markets Policy and Minimum Standards.
A central programme continued in 2017 to support
ING's commitment to adhere to the revised legislation
and to create consistency throughout the organisation
with respect to complying with the legal requirements.
As part of the central project, a MiFID Il awareness
e-learning has been developed and launched to targeted
staffin 2017.

The fourth anti-money laundering directive, as issued

by the European Union, has been incorporated into

the update of the ING Financial Economic Crime Policy
and Minimum Standards. The fourth directive builds on
its predecessor by establishing an Ultimate Beneficial
Owner (UBO) register at national level (with the potential
to share the information within the European Economic
Area) and provides for a stronger approach towards the
application of due diligence on ING's customers. The
implementation deadline for the Directive was 26 June
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2017. The implementation of the directive into Dutch
law was expected in July 2017, but has been delayed,
probably until early 2018. ING started to implement
several KYC enhancements in 2017.

In 2017, the Compliance Risk Management function
released a new, comprehensive policy covering all US
withholding tax and information reporting regulations.

Cybercrime is a continuing threat to companies in
general and to financial institutions in particular. Attacks
are often global in scale; their frequency and intensity
are increasing. Threats posed by Distributed Denial of
Service (DDoS), targeted attacks (also called Advanced
Persistent Threats) and ransomware are of particular
concern. ING is building on its cybercrime resilience,
further enhancing the control environment to protect
against, detect and respond to e-banking fraud, DDoS
and targeted attacks. Additional controls continue to
be embedded in the organisation as part of the overall
internal control framework and are continuously re-
assessed against existing and new threats. ING is also
strengthening its global cybercrime resilience, including
through strong collaboration against cybercrime with
financial industry peers, law enforcement authorities,
government (e.g. National Cyber Security Center) and
internet service providers (ISPs).

All business units have adopted the global data

protection policy (GDPP) that qualifies as binding
corporate rules. In each business unit and at bank level,

Dakota Access Pipeline - what happens when

concerns are raised after ESR due diligence
has taken place?

ING was one of 17 banks financing the Dakota Access
Pipeline. When presented with the funding request,
ING carefully screened the project according to laws
and regulations, as well as ING's environmental and
social risk policy framework. The US government had
issued all necessary permits, an independent legal
review confirmed the project complied with all laws
and regulations, and an independent contractor hired
to do further due diligence also gave us a green light.
ING's share in the project was USD 120 million.

After we learned that the indigenous Standing Rock
Sioux community disagreed with the processes
followed in the granting of licenses/permits we
requested - together with other lenders - that a
separate independent human rights expert review
the permitting process, with a specific focus on

the impacts on indigenous peoples. We discussed
with Standing Rock Sioux the possibility to continue
monitoring developments closely and continue trying
to positively influence the development of the project
or to distance ING from the project. After these
discussions ING decided to pursue the transfer of

the loan, which was fully supported by the Standing
Rock Sioux.

> See more information at www.ing.com/17ar08
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a data protection executive is responsible for GDPP
compliance and compliance with local privacy laws.
Local data protection officers provide expertise and
support. The GDPP is currently being revised to comply
with the new EU General Data Protection Regulation
2016/679, which must be adhered to by May 2018.

<@ A comprehensive chapter on ING’s risk management
practices is part of the consolidated annual accounts of
this Annual Report.

Environmental and Social Risk Management
ING makes a positive contribution to global economic
growth by incorporating and promoting responsible
lending and investment practices. Transparency,
openness and regaining trust are material topics,

both for ourselves and for our stakeholders. 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 gives ING a competitive
advantage by helping us to stay a step ahead as new
environmental, social and human rights regulations
and standards are implemented globally. It's regularly
updated to help ING and our clients gradually enhance
the implementation of key standards of the UN Guiding
Principles on Human Rights and the OECD Guidelines for
Multinational Enterprises. The ESR policy framework also
provides guidance for compliance with new directives
and government decisions to combat climate change.

The ESR policy framework applies to all business conduct
globally. The Wholesale Banking segment (approx.

35.7 percent of ING's assets) is the initial focus of our
assessments and is where we promote active ESR
dialogue, since Wholesale clients run a more substantial
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, also applies to ING's retail
activities for mid-corporates and SMEs.

The ESR policy framework in action

We screen all ING Wholesale Banking 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's therefore fully
integrated into regular client and transaction reviews.
The ESR policy framework covers ESR-sensitive sectors
and also includes explicit restrictions for activities not in
line with ING 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. 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
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Overall ESR risk distribution of corporate client
engagements Client Assessment (in%)

M Low risk
Medium risk
W High risk

impact. The type of financial product or service offered
to the client determines this proximity upfront and thus
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 2017, 3,354 wholesale engagements were assessed
under the ESR policy framework. Engagements
categorised as ESR low (78%) and medium risk (14%)
were managed by local and regional risk management,
whereas engagements categorised as ESR high risk
(8%) required specialised advice by the ESR department
headquartered in Amsterdam. In 2017, this department
issued 358 recommendations following in-depth ESR
assessments. Of these, 60.3% were positive, 21.2%
negative and 18.5% were positive subject to conditions
to improve social and/or environmental performance.

These conditions play an important role in helping clients

transition towards improved environmental and social
performance on the ground.

The ESR policy framework follows mainstream approval

processes and it's applied by well-trained and mandated

people. In 2017, 288 of our risk, front-office and
compliance colleagues participated in ESR-dedicated
trainings around the globe. Training included classroom

sessions at ING offices in Amsterdam and other locations

around the globe.

Key updates to the ESR Framework

The 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 2017,
changes to the framework included:

Thermal coal policy: two years ago, ING announced its
commitment to not finance new coal-fired power plants
or thermal coal mines worldwide. We also committed
not to finance any new clients whose business is reliant
for more than 50 percent on operating coal-fired power
plants. In 2017, as part of ING's efforts to support the
transition to a low-carbon economy, ING decided to
further sharpen the policy regarding the financing of
thermal coal. The policy, which came into effect in
December 2017, speeds up the reduction of our
financing of thermal-coal power generation, with the
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ambition to bring it close to zero by 2025, and includes
the following commitments:

« All existing clients in the utilities sector should have
reduced their reliance on thermal coal to close to zero
(<5% installed capacity) by the end of 2025 for us to
continue the relationship beyond that time.

- New clients in the utilities sector will only be admitted
if the client’s reliance on coal is 10 percent installed
capacity or less, and the client has a strategy to
reduce its coal percentage to close to zero by 2025.

- We will phase out our lending to individual coal-fired
power plants by the end of 2025.

Enhanced human rights due diligence: following
regulatory changes in some EU jurisdictions (e.g. UK
Modern Slavery Act, the French Plan de Vigilance, etc.),
and as part of our strong commitment to respect human
rights, we have increased human rights policy and
track record checks for all our corporate clients globally.
This analysis will help us determine which transactions
require further human rights analysis and action. This
information will also be used for future reporting and
increased transparency on human rights, which we
expect will be soon required by more regulators.

The ESR policy framework contributed to ING being
ranked among leaders in the DJSI World Index and the
DJSI Europe, key benchmarks for sustainable investors.

Developing best practice

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

- ING and the Equator Principles (EPs): The process
for updating the EPs, a risk management framework,
currently adopted by 91 financial institutions to
determine, assess and manage environmental and
social risk in projects, was formally announced in
November 2017. ING is an EP steering committee
member and will be actively involved in the review
of the principles, which are considered market best
practice. The process aims for a targeted update of
the EPs - ‘EP4’ - that will consider key issues of scope
of applicability, such as human rights (including the
rights of indigenous peoples), and climate change.

- Stakeholder engagement on Human rights: We
engaged 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 will be reported in a dedicated
Human Rights report in 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.
In 2017, the group published a second discussion
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paper addressing the meaning and reach of UNGP
13b in a corporate and investment banking context,
and providing additional guidance around Principle
17.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.

- Responsible Ship Recycling Standards: in cooperation
with other international ship financing banks, ING
launched the Responsible Ship Recycling Standards.

In doing so, the banks hope to raise awareness of the
importance of improving the end-of-life stage of ships.

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

Regulatory developments

An agreement was reached on Basel ‘IV' in December
2017. While some elements still require more clarity,

we believe the fully loaded Basel ‘IV' impact may lie in
the range of a 15-18 percent increase in risk-weighted
assets (RWA) by 2027. This does not take into account
possible management actions. TRIM (targeted review of
internal models) may result in earlier impact on RWA
via Pillar 2. The implied impact on capital ratios does not
take into account any potential changes to the systemic
risk buffer or Pillar 2 requirements. Note this also
assumes the current asset mix to be the same in 2027,
as well as modeled RWA based on the current economic
environment. With a long implementation phase and
the transposition into EU regulation still pending, some
question marks remain on how this will shape up. ING is
confident that it will meet the final requirements and as
before we will continue executing our strategy for our
clients and delivering growth at good returns.

T