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Looking for Confirmation of the Digital Edge

B 20 March 2019

Key Takeaway

The investor day presents ING with the opportunity to demonstrate its digital
strength and how this will crystallise into an improved earnings dynamic. We also
expect further visibility on current compliance issues.

ING's investor day on 25 March should be a trigger for the group's underlying
earnings and we expect clarification on recent compliance cases. We believe 2019
should offer a better earnings dynamic with the crystallisation of 40% of the
group's expected '16-21 synergies and an acceleration of the benefits from digital
investments. On the digital front, we focus on the Welcome bank platform (Germany)
that is benefiting from ING's investments. In this report, using SimilarWeb, we
highlight the link between the implementation of ING's 2016 strategy and fees
growth. Although the recent compliance issues are less severe than those in 2018,
we expect them to weigh on the share price as there is a perceived risk of litigation
until they are resolved.

Valuation is attractive and we expect the investor day to emphasise ING's digital
strength. We have a €14.10 price target, offering 29% upside potential.

2018 was to be a transitional year. However, the combination of litigation
uncertainties, Turkish exposures and a delay in the transformation of the Belgium
retail operations, led investors to turn away from the name and ING underperformed
the sector by 13%.

2019 should be a year when synergies come through. Firstly, on the cost side post
the decommissioning of the old IT platform in Belgium; and, secondly, there should
be benefits from the dynamic acquisition of primary customers since 2016, with c.
68% of the 2020 target already achieved by 2018.

Market digital intelligence data from SimilarWeb helps illustrate the positive
commercial dynamic of the group's strategy in Germany, confirming the revenue
growth potential of the digital strategy. We also highlight ING's leadership in the
Netherlands and its disruptive potential in the Spanish market.

On 25 March, we expect the group to announce a further strengthening in its strategy
in face of the ongoing global economic slowdown. This could come from some
refocusing in wholesale and better cost optimization to maintain its 50-52% C/I
ambition for 2020.

We view ING's equity story as a value play. The group trades on 0.9x its TNAV with a
9.5% ROTE by 2021e, 7.8x 2020e earnings and offers a 6.7% dividend yield for 2019e
vs the sector average of 6.1%. Due to organic growth and regulation changes, we
expect the payout to be around 54%-55% for the next three years.

Risks include a lower for longer rate environment and new compliance cases, a topic
we hope for more clarity on at the investor day.
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Chart 1 - German market - mobile app
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Chart 2 - Jefferies estimates of €900m
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The Long View

Scenarios

Base Case

2020E EPS €1.40 with 4.6% CAGR 2017/2020E

Growth breakdown: Retail 1.8%, Wholesale 6.1%, CC -9%,
Group 4.2%

2020E C/I ratio 51.8%

2020E Dividend €0.77 assuming a 55% payout ratio

2020E group RoTE 10.2%

2020E Retail RoE 16.9%, Wholesale 11.4%

2020E CET1 ratio = 14.5%

2020E RWA €348bn

Price target = €15.2 by 2020, 38% upside

Weighted PTin 12 months: €14.1,29% upside (30% Bear case,
50% Base case, 20% Bull case)

Upside Scenario

2020E EPS €1.67 with 10.9% CAGR

2020E C/I ratio 50.3%

2020E Dividend €0.92 assuming a 55% payout ratio
2020E group RoTE 12%

2020E Retail RoE 18.6%, Wholesale 12.4%

2020E CET1 ratio = 13.6%

2020E RWA €374bn

Price target = €18.5 by 2019, 68% upside

Downside Scenario

2020E EPS €1.02 with -5.9% CAGR

2020E C/I ratio 57.8%

2020E Dividend €0.56 assuming a 55% payout ratio
2020E group RoTE 7.78%

2020E Retail RoE 12.8%, Wholesale 7.6%

2020E CET1 ratio = 13.5%

2020E RWA €363bn

Price target = €9.2 by 2019, 16% downside

EQUITY RESEARCH
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Investment Thesis / Where We Differ

We expect the digital option to crystallise by 2019 and
2020 with the revenues accelerating on increased cross-
buy potential; we also expect a C/I ratio of 51.8% by 2020,
hence we are 5.2% and 3.5% ahead of consensus for 2019
and 2020 on the net income line.

We see a number of capital options ING can utilize post
Basel IV clarity: organic growth and an improved dividend.
With CET1 of 14.5% in Q4-18 and an optimal cap of 14% by
2020, we have a pay-out to 55% by 2020 ending with CET1
at 14.5% as we see no large distribution due to regulatory
and public opinion pressures.

| Catalysts
Q1 results — 2 May
Investor day — 25 March
| Long Term Analysis
B3 CET (2020e) 14.5%
Adj Revenue growth ('17-'20e) 2.4%
Adj Cost Income ratio (2020e) 49.7%

Loan growth ('17-20e) 3.5%

Please see important disclosure information on pages 17 - 22 of this report.
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Financial Summary and Market Data

Financial Summary Market Data
52-Week Range: €14.46 - €9.09
Total Entprs. Value €43.1B
Avg. Daily Value MM ($) 224.80
Float (%) 100.2%

Estimates and Valuation

Estimates
OO N N N I B
Rev. (MM) 18,097.0 18,354.0 18,943.0 20,515.0
Dividend 0.68 0.74 0.77 0.76
EPS 1.17 1.37 140 1.39
Valuation
I 3 N O N
P/Rev 2.4x
Div. Yield 6.13% 6.68% 6.95% 6.86%
FY P/E 9.5x 8.1x 7.9x 8.0x

Rev: Bank only

Please see important disclosure information on pages 17 - 22 of this report. 3
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Financial ambitions

ING has steadily delivered on its plan and, based on our 2020 estimates, it will meet its
financial ambitions, with a small miss on RoE as we have factored in the delay in rate
hikes until 2021 (On the Safe Side).

Solvency is the only less straightforward target in the world of evolving capital rules. On
publication of the rules, ING guided that they would have an impact of 200bps, without
mitigating actions. This means an RWA inflation of 15-18% by 2027, which is mostly
input driven (80%) and the rest is due to output floors; the management view is that they
can mitigate about one-third of the impact. At 4Q18 the pro-forma BIV CET1 was 13.3%
vs the target of 13.5%. As we have advocated before, we expect no major pay-outs as
capital rules are in transition and considering the bail-out history of the bank.

Exhibit 1 - Financial ambitions and Jefferies estimates

Financial ambitions 2020 Ambitions H1-2016A 2016A 2017A 2018A 2020 JEFe
CET1 ~13.5% (BIV) 13.2% 14.2% 14.7% 14.5% 14.5%
Leverage > 4% 4.50% 4.20% 4.70% 4.40% 4.50%
cl 50-52% 56.4% 54.2% 55.50% 54.8% 51.8%
RoE 10-12% 10.80% 10.20% 10.20% 11.2% 9.90%
. Progressive 57% 55% 58% 55%
Dividend
>€0.65 €0.67 €0.67 €0.68 €0.77
CoR (of RWA) 40-45bps 31bps 22bps 21bps 42bps

Source: Jefferies, company data

Business ambitions

The other ambitions ING set relate to growth of primary customers, lending growth,
commission growth and a change in loan book composition.

On the loan book composition, the concentration of mortgages should steadily reduce
and the lending mix should become more diversified by geography, which altogether
should deliver higher margin lending. At the end of 2018, the lending share of mortgages
was brought down to 48% from 51% in H1-16, while General and Industry's lending share
increased.

Industry lending was identified at the investor day as a strong engine for profitable
growth, with a CAGR of +11% between '12-'16. The actual lending CAGR in '16-'18 for
wholesale books was 4.3% in Industry and 10.9% in General. Management guidance
is that the growth in the wholesale books should slow down in a weaker macro
environment; we have lowered our growth forecast for the next two years in General
lending to 4.2% (exhibit 2). Strong lending growth is expected to continue in Challengers
and Growth (C&G) markets following a CAGR of 5.5% between '16-'18.

In H1-16, Other personal lending contributed 20% of the book, of which 15% was SME
and 3% consumer. Based on our forecast, the total personal lending contributed 19% in
2016 and came to 20% of the book in 2018; however, ING might not achieve the 22%
ambition in 2020 to avoid an increase in CoR.

Exhibit 2 - Business ambitions and Jefferies estimates

Growth 2020 Ambitions CAGR '16-'18 CAGR '16-20E

New customers (mn) >14m 12.5 n.a

Lending growth 3%-4% p.a. 3.20% 4.50%

Fee growth 5%-10% 7.30% 6.30%

Portfolio mix 2020 Ambitions H1-16 2018A 2020 JEFe
General lending & Trans. 9% 10% 11% 11%
Industry lending 21% 19% 21% 22%
SME/Midcorp/consumer lending 22% 20% 20% 20%
Mortgages 48% 51% 48% 47%

Source: Jefferies estimates, company data

EQUITY RESEARCH
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Please see important disclosure information on pages 17 - 22 of this report.
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Chart 3 - Loan portfolio mix 2016A - 2020E
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On revenue expansion, ING aspires to grow non-interest income faster than NI, with
a fee growth target set between 5%-10%, with the growth coming through a changing
model in Challengers and Growth markets leading to an increase in the mobile banking
platform resulting in higher cross buy (focus on primary customers), investment and
insurance products generating fees, payment fees and other new sources (referrals to
third parties, comparison engines etc). So far, the fee growth has been 7.3% between
'16-'18 and it has been stronger than NIl growth in all divisions, but Other retail in
Challengers and Growth markets; nevertheless, its fee growth was still strong at 11.2%.
Strong NIl growth in C&G markets is down to asset mix that is still skewed towards
mortgages and saving products. At Q4, ING guided towards no slowdown in the fee
target and for the next two years we forecast fee growth of 5.2% vs NIl growth of 2.6%
driven by volumes in the Eurozone retail operations and a mix of volumes and rates in
other C&G markets.

Exhibit 3 - Fee, NIl & loan growth per divisions; Actual CAGR '"16-18 and Jef forecast '18-'20

Actual CAGR 2016A-2018A

JEF expected CAGR 2018A-2020E

EQUITY RESEARCH
ING Groep N.V. (INGA NA)

Revenue NII Fee Loans  o.w. mortgages Revenue NIl Fee Loans  o.w. mortgages

Netherlands retail 0.6% -2.3% 9.5% -3.0% -4.0% -1.1% -0.3% 6.5% 1.0% 0.5%
Belgium retail -4.0% -2.8% -1.8% 6.7% 3.0% -0.1% 1.2% 1.5% 2.1% 1.5%
Germany retail 1.3% -0.5% 10.9% 3.4% 3.4% 2.8% 3.6% 5.5% 4.1% 4.5%
Other retail 7.7% 13.0% 11.2% 7.5% 7.0% 6.0% 6.5% 6.5% 4.5% 4.5%
Industry lending WB 6.0% 4.9% 6.5% 4.3% 5.1% 6.6% 2.5% 5.5%

General lending WB 8.3% 8.0% 7.7% 10.9% 5.0% 5.7% 6.5% 4.2%

Group 1.8% 2.5% 7.3% 3.2% 1.0% 2.3% 2.6% 5.2% 3.5% 2.6%

Source: Jefferies estimates

Please see important disclosure information on pages 17 - 22 of this report.
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Growth in primary customers features in ING's formula for creating the 'customer value'
and it is vital for its strategy as via current accounts ING can get to know its customers
in terms of behavior and need, and thus sell them more products.

Exhibit 4 - ING's approach to customer value
T J=[ 0 ume x[ 1 e x[ 1 e [x[f e |

Source: Company data

By end 2018, ING had attracted 3.2m new primary customers, 68% of the minimum
targeted by 2020. The C&G markets record most of the additions of primary customers
as these are the markets in which ING can attract new customers by positioning itself
as the new or newly transformed digital bank. This is supported by the creation of the
Welcome and Model bank platforms, which allow ING to analyze customers' data in
a more efficient way. For example, in 9m 2018, 80% of new primary customers came
from C&G markets with minimal additions from its mature markets (NL, BE) - the +161k
customers in Belgium in 2018 were driven by the Record Bank consolidation.

Exhibit 5 - ING primary customer growth for 9m 2018
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Source: Company data

Germany is a fine example of the digital strategy where the online channel and a
larger range of products have increased the fee income. 2017 was mainly the year of
investments in a project, Welcome, aimed at digitalising the German platform further
and opening it to third party products. In 2017, 'Welcome' launched a fully digital
current account, increased the back office processing capability, and automated a call
centre. In 2018, developments included the introduction of a new feature for mortgage
disbursements and the automation of back-office dispute handling. In 3Q-18, ING
Germany also implemented the 'agile way of working', - the first bank in Germany to do
so, with a view to completing the process by summer 2019.

To improve its product offering (internal and with third parties), ING has engaged in a
number of ventures. To flag a few:

Q2-17 Yareto online tool for car loans was released to support dealer channels
Q3-17 ING partnered with Scalable Capital to offer online wealth management
services; since then 30k of customers have been onboarded

Q2-18 ING invested in FinCompare, a digital platform offering SMEs a wide choice of
financing options.

Other fee contributors include 'Interhyp', which ING acquired in 2008. It is the largest
residential mortgage distributor in Germany and works on running a proprietary
mortgage platform that compares and processes offers of >400 lenders. Interhyp
income is more than 95% from commissions, it has no mortgages on its balance sheet
and a very profitable >30% EBT margin.

All these initiatives led to strong growth in primary customers supporting ING Germany's
revenue growth with c. 20% of total new primary customers from Germany. Chart 5
illustrates how the mobile apps install penetrations have developed in Germany over
the last 24 months, including 'ING Banking to go' offered by ING Diba and it is key to

EQUITY RESEARCH
ING Groep N.V. (INGA NA)

Please see important disclosure information on pages 17 - 22 of this report.
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highlight that the download rate accelerated post Q1-18 after major investments. And
altogether, ING achieved higher fees in H2-2018 as planned.

Chart 4 - Primary customers growth 2017-2018 Chart 5 - Germany: Mobile install penetration vs Fee growth
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SimilarWeb

Jefferies uses the services of SimilarWeb, which provides digital market intelligence including the use of mobile banking
applications. For our review, we selected three markets (the Netherlands, Germany and Spain) where ING operates as a digital bank;
each bank’s intended digital platform is at a different stage of development (omnichannel for NL, Welcome for ING Germany and
Model bank for Spain) and the markets have adopted digital banking to different extents. The review covers the last 24 months and
the peers selected are based on the scoring of the most popular mobile apps in each country (based on Apple and Play Store).

The Netherlands: The Dutch retail market is well above the European average when it comes to digitalization and maturity of internet
banking, with the penetration rate estimated at 89% (source: ECB, chart 15). In the Netherlands, ING has already introduced the
omnichannel platform, and with the majority of the Dutch population banking via digital, it is no surprise that ING's mobile app has
the largest download and usage penetration rates. ING 's clients also spend the most time on the app, with the average number
of sessions per user around 2.2x over the last 24 months; this is the target outcome as ING wants to provide a range of good, but
simple, products to clients so they can shop around online. For ING, the client value creation matrix is based on cross-buy rather
than cross-sell.

Germany: In Germany, 56% of population used online banking services in 2017, compared to 43% in 2010. ING operates as an online
bank in Germany; however, the goal is to create a strong digital platform that will be run on an omnichannel approach as in Benelux.
ING made main investments in 2017, and also in 2018, to enhance the platform, which can be seen coming through post Q1-2018 in
terms of download and usage penetration. Additionally, the number of sessions has increased and ING is now above its competitors’
rates. Some of the investment was used to introduce new products, either internally or via JVs and third party partnerships, and the
increased number of sessions is good evidence of the approach working.

Spain: In terms of online banking, Spain is still below the EU average. However, what makes Spain stand out in our review is that
ING Spain is the development platform for mobile banking for all ING's retail activities. ING Spain's application is developed under
a front-end platform, Genoma, that was then exported successfully to Poland, to create a new platform 'Moje', and more recently to
the Czech Republic with France and Italy scheduled to follow to complete the 'Model bank’ project.

Despite the low market share in Spain, the actual download and usage penetration levels rank well, especially when compared to
a large player like Santander. But, the most interesting graph is the sessions per user (chart 14). It is not the fact that again ING
is above its peers, but the trajectory of the sessions per user. It illustrates that at the introduction of ING's disruptive strategy at
the start of 2017, the sessions per user were nearly at 12x as customers wanted to explore the different products ING offered (e.g.
mobile, energy deals etc) and then normalized at around 2x by August 2018. We believe the high number of sessions in 2017 were
driven by ING Spain's innovative approach as its vision of banking was close to a shopping experience - it should be easy and
friendly, and interestingly ING benchmarked its brand vs well-known retailers instead of other retail banks. We believe the different
experience ING was providing was seen as a novelty, and resulted in a high number of sessions in the initial years. Even though
we got a good overview of the Spanish operations at Q4 results, we are looking forward to an update on its vision of being the
disrupter of the banking world.

Please see important disclosure information on pages 17 - 22 of this report. 7
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Chart 6 - Germany - Install penetration Chart 7 - Germany - Usage penetration Chart 8 - Germany - Sessions per user
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Chart 9 - NL - Install penetration Chart 10 - NL - Usage penetration Chart 11 - NL - Sessions per user
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Chart 12 - Spain - Install penetration Chart 13 - Spain - Usage penetration Chart 14 - Spain - Sessions per user
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Chart 15 - EU Internet banking usage (%)
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Business transformation

The 2016 transformation plan was mainly focused on these projects:

Orange bridge - creating an integrated universal platform for Belgium and Netherlands
(market leaders). Most of the transition has been focused on Belgium to align to the
Dutch agile way of working.

2018 milestones: c. 600k Record bank customers were migrated to ING and
introduced to ING's customer experience. In Belgium, all former Record bank
mortgages and consumer products migrated to an external provider, moving closer
to decommissioning of systems.

2019 / 2020 goals: Run Belgium and Netherlands on a shared Omnichannel
platform.

Model bank - five countries (Spain, Italy, CZ, Austria and France) will be on the same
best-in-class digital platform, expanding digital capabilities and products. The platform
should eventually serve 7m clients, yielding better cost efficiency.

2018 milestones: In CZ, 400k customers migrated onto a new retail platform.
2019/ 2020 goals: Introduce Italy and France activities to the new platform.

Welcome - a banking platform in Germany with investments targeting standardization
and automation.

2018 milestones: Digitalization and operational excellence initiatives continued,

e.g. a new feature for mortgage disbursements and the automation of back-office
dispute holding.

2019/ 2020 goals: Complete the agile working project in Germany by summer 2019.

Wholesale - Targeted operating model (TOM) platform was introduced in 2012, but
ING continues enhancing it, with the 2016 plan focused on improving the front-to-back
processes.

2018 milestones: the same standardized contract for account opening offered to
customers.
2019 / 2020 goals: further cost optimisation.

The investment cost of the 2016 plan was €800m with a target for accumulated savings
of €900m by 2021. We estimate that so far ¢.52% of the investment cost has been spent
against a delivery of 27% of the savings plan with most of the benefits starting to be
visible in 2019 (charts 16 and 17) as based on our estimates 40% of the planned savings
will be delivered.

EQUITY RESEARCH
ING Groep N.V. (INGA NA)
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Chart 16 - Jefferies allocation of €800m investment cost for
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Chart 17 - Jefferies allocation of €900m accumulated savings
for '16-'21
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What do we expect from the ING investor day?

Efficiency

ING is managing its cost-to-income ratio via 'operational leverage', thus, with the rate hike
delay and a weaker European macro environment, we expect further cost synergies so
it can meet its '20 Cost to Income ambition of 50%-52%. Further saving initiatives might
come at a restructuring cost; in 2016 the charge was €1.0bn.

Cost of risk

Considering the strong growth in the lending book (16-18 CAGR +3.5%) and strong
growth in high risk and medium risk loans (chart 17), we are keen to understand whether
there will be an update on the cost of risk guidance that is currently at 40-45bps of RWAs
through the cycle, especially as a number of different forces are pointing to different
directions. On the upside, with the rate hike delay the rates will stay lower for longer
removing the expected burden on customers' capabilities to serve their debt. Also, we
believe that ING, thanks to its digital technology and good knowledge of its primary
customers, should be able to note a change in trends sooner than its competitors and
reduce its exposure when needed.

On the downside, IFRS 9 creates some volatility, especially in the bucket two that is
driven by macro scenarios. At the Q4 earnings call many banks reported on a turn in the
cycle followed by recent GDP growth downgrades for the Eurozone countries.

Chart 18 - Lending portfolio 2016A - 2020E
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Capital allocation

Based on our analysis, ING wholesale banking is underwriting the most profitable
business on RWAs within the peer group; however, with ING moving ahead with Basel IV
pricing, we expect re-focus on its wholesale lending activities to mitigate the impact of
Basel IV and for it to exit the least profitable business lines. We expect small changes
in the retail business as there is limited scope for capital arbitrage, especially on the
Dutch and C&G retail networks delivering >20% RoNE. but capital allocated is <20% vs
40% for Industry and General lending.
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Chart 19 - Capital allocation vs RoNE
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Source: Jefferies, company data

ING has a very strong underwriting policy that is based on loan appraisals of cash
flow generation, rather than the asset value, and it has been a standard to keep all
underwritten commitments on the balance sheet for the full life of a contract. However,
ING could follow the recent market trend of turning to the originate-to-distribute model
to protect the capital usage and reduce the cost of risk.

Solvency

The current capital target is set at CET1 13.5% under Basel IV rules, with a 'progressive’
dividend'. In our view, there will be no major changes to solvency targets, especially
regarding a pay-out. With the Q4 results we flagged that banks have become more
defensive on capital distribution due to a changing economic cycle and the fact that
capital rules are in transition. In addition, we were never believers in big pay-outs
considering the bail-out history of Benelux banks as that would further infuriate the
public as was the case with a recent proposed pay increase for the CEO.
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Last, but not least - Compliance issues

Major litigation closed in 2018, only for 2019 to bring further regulatory challenges.
First, early in February newspapers reported on two events: The laundromat schemes
in Russia, which claimed to implicate the Russian branch in Moscow in 2013, according
to the press and, per ING IR, the account was subsequently closed that year. The
second case discussed in the same article related to ING Belgium, which served as a
correspondent bank for a Lithuanian bank with Russian clients engaged in suspicious
transactions. On the second report, it is key to highlight that ING reported these activities
to the authorities and ended the relationship with the Lithuanian bank in 2009. ING
reached out to the domestic regulator when these articles were published; however,
there has been no input from the regulator so far, which we read as positive.

The most recent regulatory issue is the outcome of the Bank of Italy's review of the AML
controls. Inthe Bol's view, there is a shortage of staff dealing with new client on-boarding
leading to a ban of on-boarding new clients until this issue is resolved. ING is actively
working with the Bol to address it. To put this in context, ING Italy has c. 1.4m customers;
the branch employs 911 people with a €17bn balance sheet and €231m revenues in
2018, which accounts for 1.3% and 1.9% of the group's balance sheet and revenues
respectively. In 2018, the Italian operations recorded a loss of €123m on reclassification
of assets as the leasing portfolio was put up for a sale.

While both cases raise litigation concerns, it is key to highlight that ING has been
working with the regulators on the identified issues. This is especially with regard to
the case on the Lithuanian bank as ING was proactive and upfront on the suspicious
activities and reported the issue to the regulators in a timely manner. This sort of
conduct is viewed very differently by the regulators, even if there has been a breach of
controls, and in our view may lower the size of a potential fine as well as the chances
of it becoming an actual litigation case.
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Chart 20 - ING Financial Forecasts
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2015 2016 2017 2018 2019E 2020E 2021E 2016 2017 2018 2019E 2020E 2021E
Condensed P&L (€m) % YoY
Total income 16,552 17,458 17,706 18,097 18,391 18,950 20,496 5% 1% 2% 2% 3% 8%
ow Domestic retail activities 6,949 7,010 6,942 6,856 6,721 6,753 7,238 1% -1% -1% -2% 0% 7%
ow Others retail activities 4,318 4,782 4,919 5,307 5,555 5,804 6,256 1% 3% 8% 5% 4% 8%
ow Wholesale activities 5,570 5,608 5,923 5,781 5,951 6,253 6,853 1% 6% -2% 3% 5% 10%
ow Corporate Line 285 59 - 78 173 164 140 150 -121% -232% -822% -6% -15% 7%
- Clean Revenues 16,401 17,345 17,622 18,077 18,391 18,950 20,496 6% 2% 3% 2% 3% 8%
Operating expenses 9,246 9,456 - 9,829 - 9,907 - 9,650 - 9,824 - 10,264 2% 4% 1% -3% 2% 4%
Gross operating income 7,306 8,002 7.877 8,191 8,741 9,126 10,233 10% -2% 4% 7% 4% 12%
Cost of risk 1,347 974 - 678 - 657 - 1,091 - 1,428 - 2,570 -28% -30% -3% 66% 31% 81%
Operating income 5,959 7,029 7,198 7,533 7,650 7,702 7,662 18% 2% 5% 2% 1% -1%
Others non-operating items 0 0 0 0 0 0 0 -
Pre-tax income 5,959 7,029 7,198 7,533 7,650 7,702 7,662 18% 2% 5% 2% 1% 1%
- Clean pre-tax income 6,428 7,859 8,178 8,564 8,202 8,116 7,856 22% 4% 5% -4% -1% -3%
NET INCOME 4,529 4177 4,957 4,623 5,507 5,619 5,587 -8% 19% 7% 19% 2% -1%
Hybrid costs 90 135 - 170 - 185 - 185 - 185 - 185 50% 26% 9% 0% 0% 0%
Non-Bank contribution 520 475 - 52 104 - - - na na na na na na
ING GROUP NET INCOME 3,919 4,517 4,735 4,541 5,321 5,433 5,402 15% 5% -4% 17% 2% -1%
- ING Group Net income Clean 4,136 4,966 5,111 5,263 5,005 4,974 4,739 20% 3% 3% -5% -1% -5%
GROUP Data per share 2015 2016 2017 2018 2019E 2020E 2021E 2016 2017 2018 2019E 2020E 2021E
Stated EPS (€) 1.01 117 1.22 117 1.37 1.40 1.39 15% 5% -4% 17% 2% -1%
Clean EPS (€) 1.07 1.28 1.32 1.36 1.29 1.28 1.22 20% 3% 3% -5% -1% -5%
Net DPS (€) 0.65 0.66 0.67 0.68 0.74 0.77 0.76 2% 2% 1% 9% 4% -1%
Pay-out ratio 64% 57% 55% 58% 54% 55% 55%
Dividend Yield 6.4% 4.9% 4.4% 7.2% 6.7% 7.0% 7.0%
BVPS (€) 12.4 129 13.0 13.1 13.8 14.4 15.8 4% 1% 1% 5% 5% 10%
TBVPS (€) 12.0 125 126 127 133 14.0 15.4 4% 1% 1% 5% 5% 10%
NOSH (avg diluted) (m) 3,862 3,873 3,878 3,881 3,885 3,885 3,885
Capital & Solvency
CET1 capital FL B3 40.8 44.6 45.6 45.5 47.9 50.3 52.8 9% 2% 0% 5% 5% 5%
FL B3 RWAs 313.8 314.3 309.9 314.1 332.7 346.8 367.1 0% -1% 1% 6% 4% 6%
CET1 ratio FL B3 13.0% 14.2% 14.7% 14.5% 14.4% 14.5% 14.4%
Tier 1 FL B3 Capital 47.4 52.3 50.7 50.8 53.3 55.7 58.2
Tier 1 FL B3 ratio 15.1% 16.6% 16.4% 16.2% 16.0% 16.1% 15.8%
Capital Rotation (Rev./CET 1 Cap) 40.6% 39.2% 38.9% 39.8% 38.4% 37.6% 38.8%
EQUITY RATIOS
Stated RoE 8.0% 9.3% 9.5% 9.0% 10.2% 9.9% 9.2%
Clean RoE 8.4% 10.2% 10.2% 10.4% 9.6% 9.1% 8.1%
Stated RoTE 8.4% 9.6% 9.8% 9.3% 10.5% 10.2% 9.5%
Clean RoTE 8.9% 10.5% 10.5% 10.7% 9.9% 9.4% 8.3%
Group Key financial ratios
Stated Revenues/average assets 1.83% 1.92% 2.05% 2.09% 2.09% 2.13% 2.22%
Clean Revenues/average Assets 1.81% 1.90% 2.04% 2.09% 2.09% 2.13% 2.22%
Stated Revenues/average RWA 5.28% 5.52% 5.71% 5.80% 5.69% 5.58% 5.74%
Clean Revenues/average RWA 5.23% 5.49% 5.68% 5.79% 5.69% 5.58% 5.74%
Stated Cost/Income 55.9% 54.2% 55.5% 54.7% 52.5% 51.8% 50.1%
Clean Cost/Income 52.6% 49.1% 49.7% 49.0% 49.5% 49.7% 49.1%
Stated LLP/avg loans 0.25% 0.18% 0.12% 0.11% 0.18% 0.23% 0.40%
Stated LLP/avg RWA 0.43% 0.31% 0.22% 0.21% 0.34% 0.42% 0.72%
Loss absorption ratio vs Avg loans 1.73% 1.72% 1.73% 1.69% 1.59% 1.57% 1.59%
Nll/average assets 1.47% 1.53% 1.58% 1.61% 1.61% 1.64% 1.73%
Key balance sheet items (€m) 2015 2016 2017 2018 2019E 2020E 2021E 2016 2017 2018 2019E 2020E 2021E
Loans and receivables due from customers 537 564 575 639 617 637 650 5% 2% 1% -3% 3% 2%
Intangibles 1.6 15 1.5 1.8 1.8 1.8 1.8 -5% -1% 25% 0% 0% 0%
TOTAL ASSETS 842 1,042 846 887 873 905 937 24% -19% 5% 2% 4% 4%
Due to customers 509 523 540 556 556 556 572 3% 3% 3% 0% 0% 3%
Total minority interests 0.6 0.6 0.7 0.7 0.7 0.7 0.7 -5% 18% 0% 0% 0% 0%
Ordinary shareholders' equity 47.8 49.8 50.4 50.9 53.5 56.1 61.5 4% 1% 1% 5% 5% 10%
Asset Qualit
NPL's / gross total loans (ex repos) 3% 2% 2% 2% 2% 2% 2%
Coverage Ratio 38% 40% 40% 39% 39% 39% 38%
GROUP Free cash flow (€bn)
Gross free cash flow 23 4.4 5.3 4.0 3.1 3.8 3.0
Gross free cash flow / RWAs 0.7% 1.4% 1.7% 1.3% 0.9% 1.1% 0.8%
Net free cash flow 0.2 1.9 27 1.4 0.3 0.8 0.1
Net free cash flow / RWAs -0.1% 0.6% 0.9% 0.4% 0.1% 0.2% 0.0%
Source: Company data, Jefferies estimates
Please see important disclosure information on pages 17 - 22 of this report. 14
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We make very minor revisions to estimates in advance of the investor day; there is no

impact on net income.

Exhibit 6 - Jefferies estimates

New JEF forecast €m Change in JEF forecast (% )

ING pLoy ] 2020 2021 2019 2020 2021
Total income 18,391 18,950 20,496 0.2% 0.0% -0.1%
Operating expenses (9,650) (9,824) (10,264) 0.6% 0.0% 0.0%
Gross operating income 8,741 9,126 10,233 -0.2% 0.0% -0.2%
Cost of risk (1,091) (1,423) (2,570) -1.3% -0.3% -0.7%
Operating income 7,650 7,702 7,662 -0.1% 0.1% 0.0%
Equity affiliates - - - - - -
Other - - - - - -
Pre-tax income 7,650 7,702 7,662 -0.1% 0.1% 0.0%
Tax (2,066)  (2,003)  (1,992) -0.1% 0.1% 0.0%
Net income 5,585 5,700 5,670 -0.1% 0.1% 0.0%
Non-controlling interests - 78 - 81 - 83 -5.5% -5.8% -5.4%
Group net income 5,507 5,619 5,587 0.0% 0.2% 0.1%
EPS 1.37 1.40 1.39 0.0% 0.2% 0.1%
DPS 0.74 0.77 0.76 0.0% 0.2% 0.1%
Pay-out 54% 55% 55% 0.0% 0.0% 0.0%
CET1 14.4% 14.5% 14.4% 0.1% 0.3% 0.3%
RoE adj 9.6% 9.1% 8.1% 0.6% 0.2% 0.1%

Source: Jefferies estimates
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Exhibit 7 - Jefferies estimates vs Consensus

Jefferies Estimates €m

Consensus €m

EQUITY RESEARCH
ING Groep N.V. (INGA NA)

JEF vs consensus (%)

2019 2020 2021 2019 2020 2021 2019 2020 2021
Total income 18,391 18,950 20,496 18,347 18,925 19,464 0.2% 0.1% 5.3%
Operating expenses (9,650) (9,824) (10,264) (10,014) (10,099) (10,194) -3.6% -2.7% 0.7%
Gross operating income 8,741 9,126 10,233 8,366 8,874 9,380 4.5% 2.8% 9.1%
Cost of risk (1,091) (1,423) (2,570) (1,118) (1,337) (1,499) -2.4% 6.5% 71.5%
Operating income 7,650 7,702 7,662 7,223 7,491 7,827 5.9% 2.8% -2.1%
Equity affiliates - - - - - - - - -
Other - - - - - - - - -
Pre-tax income 7,650 7,702 7,662 7,223 7,491 7,827 5.9% 2.8% -2.1%
Tax (2,066) (2,003) (1,992) (1,959) (1,958) (2,033) 5.4% 2.3% -2.0%
Net gain/(loss) from held-for- 0 0 0 - - - - - -
Net income 5,585 5,700 5,670 5,264 5,533 5,794 6.1% 3.0% -2.1%
Non-controlling interests - 78 - 81 - 83 105 105 110 -25.8% -22.9% -24.6%
Group net income 5,507 5,619 5,587 5,237 5,431 5,680 5.2% 3.5% -1.6%
Retail Netherlands 2,191 2,082 1,948 2,143 2,109 2,157 2.2% -1.3% -9.6%
Retail Belgium 685 717 780 696 844 929 -1.6% -15.0% -16.0%
Retail Germany 917 920 929 857 892 899 7.1% 3.1% 3.4%
Retail Other Challengers and 996 1,011 1,024 989 1,032 1,132 0.7% -2.0% -9.5%
Underlying results before ta 4,789 4,730 4,681 4,665 4,909 5,076 2.7% -3.7% -7.8%
Industry lending 2,229 2,238 2,242 2,006 2,015 2,031 11.1% 11.0% 10.4%
General lending & transactio 841 887 769 719 743 772 16.9% 19.3% -0.3%
Financial Markets (27) 44 110 3 23 19 na na na
Bank Treasury & Other (107) (102) (57) 77 71 77 na na na
Underlying results before ta 2,936 3,066 3,064 2,784 2,829 2,864 5.4% 8.4% 7.0%
Corporate Line Banking (74) (93) (83) (203) (188) (170) -63.5% -50.3% -51.2%
Underlying results before ta 7,650 7,702 7,662 7,208 7,458 7,757 6.1% 3.3% -1.2%
EPS 1.37 1.40 1.39 1.35 1.40 1.46 1.5% -0.1% -4.8%
DPS 0.74 0.77 0.76 0.69 0.70 0.73 7.2% 9.9% 5.5%
Pay-out 54% 55% 55% 51% 50% 50% 5.7% 10.0% 10.8%
CET1 14.4% 14.5% 14.4% 14.7% 14.9% 15.1% -2.0% -2.7% -4.8%
RWAs (EoP, bnl) 333 347 367 324 336 344 2.6% 3.3% 6.7%
RoE adj 9.6% 9.1% 8.1% 10.1% 10.1% 10.0% -4.7% -10.0% -19.3%
c/l 52.5% 51.8% 50.1% 54.5% 52.9% 51.9% -3.7% -2.0% -3.5%
Source: Jefferies estimates, company data
Please see important disclosure information on pages 17 - 22 of this report. 16
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Company Description

ING Groep N.V.
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mid-corporates, financial institutions, governments, and supranational bodies. The company was incorporated in 1927 and is
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We apply several valuation methodologies - P/E, P/TBV (Gordons Growth), P/PPP and sum of the parts. The valuation blend is based
on a mix of Bull, Bear & Base scenarios. Risks: a slower implementation of the plan than expected, which would delay the cost
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Rating and Price Target History for: ING Groep N.V. (INGA NA) as of 03-14-2019
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Q1 Q2 Q3 2017 Q1 Q2 Q3 2018 Q1 Q2 Q3 2019

Notes: Each box in the Rating and Price Target History chart above represents actions over the past three years in which an analyst
initiated on a company, made a change to a rating or price target of a company or discontinued coverage of a company.

Legend:

I: Initiating Coverage
D: Dropped Coverage
B: Buy

H: Hold

UP: Underperform
Distribution of Ratings
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O S ) B I B
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