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1. HEADLINE FIGURES

(in millions of euros) 30 June

2018
Balance sheet
Long-term loans and advances
(nominal value) 46,817 47,280 48,260 49,069 49,421 49,595
Equity" 1,684 1,628 1,507 1,399 1,303 1,256
Tier 1 capital” 1,997 1,942 1,824 1,594 1,300 1,256
Total assets 87,159 | 87,123 94,414 91,314 | 88,249 73,006
Risk-weighted assets 2,624 2,680 2,979 1,998 1,780 1,245
Results
Net interest income 125 276 218 177 117 95
Results from financial transactions -26 -58 -25 -6 -16 -14
Operating income 99 218 193 171 101 81
Operating expenses? 10 20 19 18 16 16
Income tax expense 20 47 42 37 21 16
Bank tax and resolution levy 10 28 25 21 15 15
Net profit 59 123 107 95 49 34

1] Including profit for the financial year

2) Excluding bank tax and resolution levy
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L}
- 30 June

Dividend 2018
(in millions of euros)
Dividend distribution 0.0 0.0 0.0 0.0 0.0 0.0
Dividend per share in euros 0.0 0.0 0.0 0.0 0.0 0.0
Ratio’s (%]
Tier 1 ratio" 76.14 72.5%) 61.2 79.8 73.0°9) 100.9
CET 1-ratio” 63L98) 60.5 %) 50.5 69.8 73.0%) 100.9
Cost/income ratio? 10.9 9.2 9.7 10.5 15.8 19.8
Dividend pay-out ratio 0.0 0.0 0.0 0.0 0.0 0.0
Leverage ratio” 2.5 2.5 2.3 2.1 1.8 1.9
Liquidity Coverage Ratio (LCR] 177 179 146 134 144 110
Net Stable Funding Ratio (NSFR) 130 126 123 117 107 107
CSR
Volume of Green and Social Bond financing 703 3.480 1.110 1.000 500 -
CO, emissions within business operations p.p.
_ 2.0 3.9 4.1 4.0 4.8 4.5
(in tonnes)

1) Including profit for the financial year

2) Excluding bank tax and resolution levy

3) With the CRR/CRD IV (Capital Requirements Regulation and Directive) having taken effect on 1 January

2014, the Tier 1 ratio and CET 1 ratio dropped by approximately a quarter, due to the introduction of the Credit Valuation

Adjustment (CVA) capital charge
4) 73.9 excluding profit for the current year (2017: 67.9)
5) 61.7 excluding profit for the current year (2017: 55.9)
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2. REPORT OF THE
MANAGING BOARD

REPORT FOR THE FIRST HALF OF 2018

[ NWB Bank finances another major Dutch infrastructure project; total lending to the
public sector € 3.2 billion (first half of 2017: €3.6 billion)
m Green and Social Bond issuances in the first half-year underpin social relevance of

the bank’s lending

" Net profit of €58.5 million (first half of 2017: €64.3 million)
n European Council and Parliament endorse European Commission’s proposal for

proportional application of leverage ratio; final agreement expected at the end of

this year

The Dutch economy continued to grow in the first half

of 2018. The stable and continuing economic growth is
accompanied by high consumer confidence driven by

low unemployment and other factors. Economic activity,
investments and exports also continued to increase in

the past half year. The rest of the Eurozone recorded
economic growth as well, albeit at a lower level than in the
Netherlands.

Against this background of continuing economic growth
and wage growth in the Eurozone, the ECB has announced
it will end its asset purchase programme with effect

from next year. Released funds will for the time being be
reinvested by the ECB. The ECB is expected to maintain
its interest rate at the current historically low level until
the summer of 2019. While money market interest rates in
the Eurozone have barely changed, capital market interest
rates have risen slightly as a result.

A number of uncertainties continue to apply on the
international stage that may impact the Dutch and
European economy. There is still a risk of a ‘'no-deal’ Brexit

and the tensions concerning trade between the USA and

the EU may impact the European economy.

At the national level, various parties worked towards

a national Climate Agreement in the first half of 2018.
Agreement has been reached on the main concepts and

it is now up to the government and the Dutch House of
Representatives to make guiding choices that define the
direction going forward. A broad coalition of political parties
in the Dutch House of Representatives has already set a
significant target by passing a Climate Act stipulating that
greenhouse gas emissions must have been reduced by 95%
by 2050 compared with the 1990 level.

The clients and shareholders of NWB Bank are important
parties in achieving the targets in the national Climate
Agreement and are already working solidly towards
improving sustainability in practice. The water authorities,
for example, are front runners in limiting their own energy
consumption, generating their own sustainable energy
and recovering raw materials from waste water, and
housing associations are investing extensively in improving
sustainability. NWB Bank provides appropriate financing
to these clients at the lowest possible cost to enable them

to achieve their sustainability ambitions as effectively as
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possible. Sustainable energy projects, for example, are
generally characterised by a large capital investment and

a lengthy period during which the investment must be
recouped. NWB Bank is ideally placed to provide this type of
long-term financing, which can be offered at relatively low

costs.

At the General Meeting of Shareholders on 19 April, the
shareholders of NWB Bank agreed, upon nomination by the
Supervisory Board, to the appointment of Lidwin van Velden
as Chair of the Managing Board. Lidwin van Velden had
been responsible within the Managing Board for finance
and risk and had also served as acting Chair following

the departure of Menno Snel, who, in October of last year,
became State Secretary for Finance in the third Dutch
Cabinet led by Mark Rutte. The Supervisory Board expects
to fill the vacancy on the Managing Board, which arose
because Lidwin van Velden moved to the role of Chair of the

Managing Board, in the second half of the year.

Level of lending maintained

In the first half of 2018, NWB Bank provided a total of
€3.2 billion in financing, compared with €3.6 billion in
the first half of 2017. This figure includes the revision of
interest rate and spread resets on existing loans. The
bank has been able to maintain its market share in the
financing of the Dutch public sector at a satisfactory level
despite strong competition. In the present low-interest
environment, investors are searching for returns and have
shown a growing interest in financing the public sector in
recent years.

As in previous years, most of the financing was provided
to housing associations in the first half of 2018. In terms
of volume, this sector also has the largest financing

need within the Dutch public sector. Part of the financing
provided to housing associations relates to the conversion
of existing derivative contracts with commercial banks
into new long-term fixed-rate loans with NWB Bank.
Since NWB Bank takes over the derivatives position, the
housing association is no longer required to furnish the
derivative counterparty with security or maintain a liquidity
buffer so as to be able to pay the fair value if the derivative

is terminated prematurely. As a result of this, housing

associations can free up financial resources for investing in
social housing.

NWB Bank was also active again in the field of financing
Public-Private Partnerships (PPP] in the first half of
2018. NWB Bank is one of the lenders of the consortium
De Groene Boog which is responsible for the design,
construction, financing and long-term maintenance
(DBFM] of the 11 kilometres of new motorway between
the A13 at Rotterdam The Hague Airport and the A16/
A20 at Terbregseplein. The total project costs amount
to some €870 million, of which NWB Bank will finance

around €150 million.

It was announced at the end of March that NWB Bank
together with BNG Bank can provide refinancing via a
new desk to providers of export finance at an attractive
fixed interest rate, the so-called CIRR (Commercial
Interest Reference Rate). Both banks signed an
agreement for this purpose with the Ministry of Finance.
NWB Bank had already been active in the field of
financing variable-rate export credit backed by the Dutch
government. By now providing CIRR fixed-rate financing
as well via this new desk, the bank is further stimulating

Dutch exports and broadening its social role.

Stable, green, social and attractive funding
Over the past six months, NWB Bank raised a total of
€5.1 billion in long-term funding to finance its new

lending and to refinance maturing loans.

In April, the bank issued an Affordable Housing Bond
(Social Bond] for the third time after successfully
entering this market in 2017. This 20-year Affordable
Housing Bond worth €500 million was again amply
oversubscribed. The proceeds from the Affordable
Housing Bond will exclusively be used for the financing
of social housing in the Netherlands. The bank issued a
Water Bond (Green Bond) in February for the financing
of sustainable projects and investments to be made by
water authorities. An amount of around €200 million was
raised in this way. This time, the bonds were in Swedish
krona to serve the interests of Swedish institutional

investors. The bank thus remains a front runner in the
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EXPECTED TIMELINE OF
LEVERAGE RATIO REQUIREMENT

Council and

EP endorse
proportional
application of
leverage ratio
requirement
for promotional
banks

EC publishes CRR
proposals incl. proposal
for proportional

application of leverage
ratio requirement for
promotional banks

@ —@ ®
2016 2017 2018

market for issuing social and green bonds.

In the past half year, the bank raised a total of €26 billion
in short-term funding under the Euro Commercial Paper
(ECP) programme and a total of €60 billion under its US
Commercial Paper (USCP) programme. The bank uses
attractive money market funding for short-term lending
to its clients, to strengthen its liquidity buffer and to
meet the collateral obligations under the derivatives
contracts, which it is concluding to cover its own interest
rate and currency risks.

Its Aaa/AAA ratings, which are equal to those of the
Dutch government, enable NWB Bank to raise funding
on favourable terms. The fact that the bank’s bonds are
eligible for the ECB asset purchasing programme (QE:
Quantitative Easing) is a favourable factor, as is the
qualification of the bank’s bonds as High-Quality Liquid
Assets; as such, other banks can use the bonds to meet
the liquidity requirements under the Liquidity Coverage
Ratio (LCR]. The bank raised its own funding primarily in
euros in the first half of 2018, followed by US dollars and
other currencies.

Healthy profit

Net profit for the first half of 2018 amounted to €58.5
million, against €64.3 million for the first six months of
2017. Net interest income totalled €124.7 million, which
is €8.9 million lower compared with the first half of
2017. The bank managed to maintain net profit at a good
level despite the slightly lower financing volume and the

Negotiations between
EC, Council and EP on
amendment of CRR
incl. implementation
of leverage ratio
requirement

Expected
clarity

............. Compliance
: Entry into with minimum
......... o o e leverage ratio
regulation requirement
o
2019 2020 2021

pressure on the interest margin.

The results from financial transactions in the first half of
2018 were €26.3 million negative, compared with €30.6
million negative in the first half of 2017. These negative
results from financial transactions were expected

and are due in part to an earlier restructuring of the
derivatives portfolio undertaken by the bank a number of
years ago to bring its interest rate risk position more into

line with the benchmark return on equity.

In the first half year, operating expenses amounted to
€10.7 million, up €1.2 million from the first half of 2017
(€9.5 million). This increase is due to higher salary
costs and pension contributions, among other factors.
The number of FTEs employed as at the end of June
2018 was around 62, compared with 57 as at the end of
June 2017. Supervision costs and the costs relating to
outsourcing of payment services as part of the operating
expenses also rose. Lastly, expenses of €9.7 million
relating to the contribution to the resolution fund as a
separate category were considerably higher than a year
ago (€7.7 million).

At €87.2 billion, total assets at 30 June 2018 increased
slightly compared with the end of 2017 (€87.1 billion).

Strong capital position

The bank’s equity increased by the net profit of €58.5
million in the first half year to €1,684 million. The
Common Equity Tier 1 (CET1) ratio was 64%. Including
the hybrid capital (AT1), which the bank raised in 2015
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and 2016, the total Tier 1 capital as at 30 June 2018
amounts to €1,997 million. This results in a Tier 1 ratio
of 76%. As at 30 June, the leverage ratio (including profit
for the current financial year) is at 2.5%, the same as the
ratio at the end of 2017.

The bank is awaiting a final European agreement on
amendment of the Capital Requirements Regulation
(CRR) of which the leverage ratio obligation is part.
After the European Commission (EC) had included a
proportional application of the leverage ratio obligation
for promotional banks in its proposals for CRR published
in November 2016, the European Council and the
European Parliament recently published their positions
as well. Both the European Council and the European
Parliament endorsed this proportional application and
further specified the criteria for eligibility for this. The
proposed implementation would significantly ease the
leverage ratio requirements for NWB Bank. A final

agreement is expected at the end of this year.

At 177%, the Liquidity Coverage Ratio as at the end of
June was comfortably above the minimum requirement
of 100%. As at the end of June, the Net Stable Funding
Ratio - which is not yet in force - amounted to 130% (the

minimum being 100%).

OUTLOOK FOR 2018

The bank expects its total lending volume in 2018 to
reach around €6 billion. The bank expects additional
investments in social housing for new construction and
enhancing the sustainability of existing housing stock

in the coming years. The investments within the public
sector to increase sustainability are also being stepped
up further. The bank therefore expects to be able to
maintain its lending level, with due regard for further
diversification. The bank continues to expect its net
profit for 2018 to be somewhat below the 2017 level. The
expected lower profit level has to do with the anticipated
gradual normalisation of funding rates in the money
market (which were particularly favourable in 2017,
due to the phasing out of the quantitative easing policy
announced by the ECB.

RESPONSIBILITY STATEMENT

The Managing Board hereby states that, to the best of its
knowledge, the half-year figures give a true and fair view
of the bank’s assets, liabilities, financial position and
profit, and that the half-yearly report gives a true and fair
review of the information required pursuant to Section
5:25d, paragraph 8, of the Dutch Financial Supervision
Act (Wet op het financieel toezicht].

The Hague, 31 August 2018

Managing Board

Lidwin van Velden

Frenk van der Vliet
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STATEMENT OF
NCOME

for the first half of 2018

(in millions of euros) Notes First half First half
2018 2017
Interest and similar income 769.7 807.9
Interest and similar expenses 645.0 674.3
Rente Net interest income 1 124.7 133.6
Results from financial transactions 2 -26.3 -30.6
Other operating income 0.0 0.0
Total operating income 98.4 103.0
Staff costs 4.7 4.0
Other administrative expenses 5.1 4.6
Staff costs and other administrative expenses 9.8 8.6
Depreciation, amortisation and value adjustments of intangible and 0.9 0.9
tangible fixed assets ’ ’
Resolution charge 3 9.7 7.7
Total operating expenses 20.4 17.2
Profit from ordinary operations before tax 78.0 85.8
Tax on profit from ordinary operations 4 19.5 21.5
Net profit 58.5 64.3
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BALANCE SHEET

as at 30 June 2018

(in millions of euros) Notes 30 June 31 December
2018 2017

Assets
Cash, cash equivalents and deposits at the Central Bank 10,896 9,638
Banks 6,692 8,755
Loans and receivables 5 62,320 60,973
Interest-bearing securities 6 2,925 3,697
Intangible assets 3 2
Tangible fixed assets 5 b
Income tax 29 0
Other assets 14 0
Derivatives 4,269 4,048
Prepayments and accrued income 6 4
Total assets 87,159 87,123

Liabilities
Banks 1,308 1,154
Funds entrusted 6,147 6,107
Debt securities 7 67,673 66,418
Provisions 30 32
Other liabilities 119 55
Derivatives 9,864 11,402
Accruals and deferred income 5 0
85,146 85,168
Subordinated debt 329 327
Paid-up and called-up share capital 7 7
Revaluation reserve 2 4
Other reserves 1,617 1,494
Undistributed profits for the year 58 123
Equity 1,684 1,628
Total equity and liabilities 87,159 87,123
Irrevocable commitments 3,867 4,078
Contingent liabilities 42 41
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STATEMENT OF
COMPREHENSIVE INCOME

for the first half of 2018

(in millions of euros) First half First half

2018 2017
Net changes in the revaluation reserve -2.3 0.3
Net change in the other reserves 0.0 0.0

Income tax on income and expense recognised directly in equity

0.6 -0.1
Income and expense recognised directly in equity -1.7 0.2
Net profit 58.5 64.3
Comprehensive income 56.8 64.5
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STATEMENT OF CHANGES
N EQUITY

for the first half of 2018

(in millions of euros) Paid-up Revaluation Other Undistributed

share capital reserve reserves  profits reporting

year
As at 31 December 2017 7 4 1,494 123 1,628

Profit appropriation of previous year 123 -123
Dividend - -
Direct change in the value of equity -2 -2
Profit for the year 58 58
Other 0 0
As at 30 June 2018 7 2 1,617 58 1,684
As at 31 December 2016 7 3 1,390 107 1,507

Profit appropriation of previous year 107 -107
Dividend - -
Direct change in the value of equity 0 0
Profit for the year b4 b4
Other 1 1
As at 30 June 2017 7 3 1,498 64 1,572
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CONDENSED STATEMENT
OF CASH FLOWS

for the first half of 2018

(in millions of euros) First half First half

2018 2017
Net cash flow used in operating/banking activities 108 -3,079
Net cash flow used in investing activities 767 230
Net cash flow used in financing activities 383 6,446
Cash flow 1,258 3,597
Cash and cash equivalents as at 1 January 9,638 7,246
Cash flow 1,258 3,597
Cash and cash equivalents as at 30 June 10,896 10,843

Cash and cash equivalents as at 30 June 2018 and 30 June 2017 comprise cash, cash equivalents and deposits at the
Central Bank.
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NOTES TO THE
-IGURES

Corporate information

NWB Bank is a public limited liability company under
Dutch law with its official place of business in The Hague,
whose shares are owned by public authorities. NWB
Bank’s services are geared towards the public sector.

It finances water authorities, municipal and provincial
authorities as well as other public-sector bodies, such as
housing associations, hospitals, educational institutions,
water supply companies and Public-Private Partnership
(PPP) projects.

Basis of preparation

Statement of compliance

NWB Bank prepares its annual financial statements

- and hence its half-year figures - in accordance with
the statutory requirements contained in Part 9 of Book
2 of the Dutch Civil Code (Burgerlijk Wetboek] and

the accounting principles generally accepted in the
Netherlands [NL GAAP). NWB Bank has no participating
interests and prepares company financial statements.

The half-year figures have been prepared in accordance
with the same accounting policies that were applied

in respect of the 2017 financial statements. This
half-year report does not contain all the information
and disclosures required for the full-year financial
statements and should therefore be read in conjunction
with the financial statements of NWB Bank as at 31
December 2017.

HALF-YEAR

Summary of significant accounting policies

General

These financial statements have been prepared on the
basis of historical cost, with the exception of certain
interest-bearing securities, derivatives and property.
These are stated at fair value. The matching principle
is applied to costs and revenue. The half-year figures
are presented in millions of euros and all amounts in
the Notes are rounded to the nearest thousand (€000),
except when otherwise indicated.

A number of items used in the Financial Statements
Formats Decree have been renamed, as these new
names better reflect the content, according to NWB
Bank.

Continuity
The half-year report has been prepared on the basis of
the going-concern assumption.

Recognition

An asset is recognised if it is probable that the future
economic benefits will flow to the company and the
asset can be measured reliably. A liability is recognised
if it is probable that an outflow of resources embodying
economic benefits will result from the settlement of a
present obligation and the amount at which settlement

will take place can be measured reliably.

Financial assets and liabilities (except for the loan
principle) are recognised at the transaction date.
Accordingly, a financial asset or financial liability is
recognised from the time the company has the right to
the benefits from or is bound by the obligations arising
from the contract terms of the financial instrument. The

loan principal is recognised at the settlement date.
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Income is recognised in the statement of income when
an increase in future economic benefits related to an
increase in an asset or a decrease in a liability has arisen
that can be measured reliably. Expenses are recognised
in the statement of income when a decrease in future
economic benefits related to a decrease in an asset or
an increase in a liability has arisen that can be measured

reliably.

Derecognition of financial assets and liabilities

An asset or liability presented in the balance sheet must
be maintained where a transaction does not result in a
significant change in the economic reality with respect to
such asset or liability. Likewise, such transactions must
not result in the reporting of income or expenses.

A financial asset or liability (or, where applicable,

part of a financial asset or part of a group of similar
financial assets or liabilities) is derecognised where the
transaction results in the transfer to a third party of all
or almost all rights to receive economic rewards and all

or almost all risks of the asset or liability.

Measurement

Upon initial recognition, financial assets and liabilities
are stated at fair value, including transaction costs
directly attributable to the asset’s or liability’s acquisition
or issue, with the exception of the transactions recorded
at fair value through profit or loss. The transaction costs
directly attributable to these balance sheet items are
taken directly to profit or loss.

The fair value is the amount for which an asset can be
exchanged or a liability settled between knowledgeable,
independent parties who are willing to enter into a
transaction.

If a relevant middle rate is available, it is used as the
best indication of fair value. For the majority of NWB
Bank’s financial instruments, the fair value cannot

be established on the basis of a relevant middle rate
because there is no listing or active market. NWB
Bank calculates the fair value of these other financial

instruments using models.

HALF-YEAR FIGURES
——

The models use various assumptions relating to the
discount rate and the timing and the size of the future
cash flows. Option pricing models have been used to

calculate the fair value of options.

After initial recognition, financial assets are classified as
loans and receivables, banks, interest-bearing securities
or derivative assets. The loans and receivables, interest-
bearing securities held to maturity, other unlisted
interest-bearing securities as well as banks are stated at
amortised cost. Other listed interest-bearing securities
and derivative assets are subsequently stated at fair

value.

After initial recognition, financial liabilities are classified
as banks, derivative liabilities, funds entrusted or debt
securities. Banks, funds entrusted and debt securities
are subsequently stated at amortised cost. Derivative
liabilities are stated at fair value.

Hedge accounting

The bank hedges most interest rate and foreign
exchange risks related to financial assets and liabilities
by using financial instruments. In terms of market
value, value changes due to interest rate and foreign
exchange fluctuations are set off. Under hedge
accounting, the recognition of a hedging instrument and
the accompanying hedged position can be synchronised
insofar as the hedging is effective. Hedge accounting

is permitted only if adequate documentation has been
prepared and the required effectiveness of the hedge is
demonstrated. NWB Bank only uses derivative financial
instruments as hedging items, and these are stated at
fair value in the balance sheet. Together with the value
changes in the hedged position related to the hedged
risk, value changes in the derivatives which are part

of the fair value hedge are recorded in profit or loss as

results from financial transactions.

NWB Bank applies two types of fair value hedge
accounting: micro hedging and macro hedging. Micro
hedging relates to individual transactions that are
included in an economic hedge relationship covering

interest rate and foreign exchange risks. It involves a
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one-on-one relationship between the hedged instrument
and the hedged item. Macro hedging relates to a

group of transactions that is hedged, for interest rate
risk purposes, by using a group of derivative financial
instruments. There is no one-on-one relationship
between the hedged item and the hedging instrument

at an individual level. It is demonstrated at a portfolio
level that the derivative financial instruments in question
set off the fair value changes caused by interest rate

fluctuations.

Foreign currencies

Monetary assets and liabilities denominated in foreign
currencies are translated at the middle rates at the
balance sheet date (published by the ECB). The use of
middle rates is connected to NWB Bank’s policy, which
states that all foreign currency positions are hedged
individually, and which effectively causes the day-to-
day foreign currency-denominated flows of funds to be

virtually nil.

Gains or losses arising from transactions in foreign
currencies are translated at the rates ruling on the
transaction date. All currency translation differences of
monetary assets and liabilities are recognised in profit or

loss.

Currency swaps are used to hedge foreign exchange
exposures on loans receivable and payable. These
currency swaps are translated at the fair value of the
instrument ruling on the balance sheet date. The results

are recorded as results from financial transactions.

Loans and receivables and banks

Loans and receivables and banks are stated at amortised
cost using the effective interest method, reduced

where applicable by a provision for uncollectibility of

receivables.

Interest-bearing securities

Interest-bearing securities are primarily intended to be
held for an indefinite period and may be sold to meet
liquidity requirements or in response to changes in the

issuer’s risk profile. The interest-bearing securities

are initially stated at fair value. For subsequent
measurement, interest-bearing securities can be divided
into the following two categories:

1. Interest-bearing securities held to maturity

Loans granted and purchased interest-bearing securities
with fixed or determinable payments which NWB Bank
firmly intends to hold to maturity, and in respect of which
it has the contractual and economic ability to do so,

are stated at amortised cost using the effective interest
method.

2. Other listed interest-bearing securities
Other unlisted interest-bearing securities are stated in
line with the securities ‘held to maturity’.

Other listed interest-bearing securities are stated at

fair value. As long as the value change of an individual
interest-bearing security is positive, it is recorded
directly in equity until the time of realisation. Once the
interest-bearing security in question is derecognised, the
cumulative unrealised gain or loss on an individual asset
recorded directly in equity is taken to profit or loss. Any
cumulative decrease in value below cost is immediately
taken to profit or loss. Any subsequent unrealised
increase in value of the relevant interest-bearing security
is taken to profit or loss if it is below amortised cost. Any
increase in value above amortised cost is recorded in

equity.

If interest-bearing securities are included in a fair
value hedge relationship, the effective part of the hedge
is recognised in the profit and loss account, rather

than equity. If financial assets are derecognised, the
cumulative profit recognised in equity or the cumulative

loss is recognised in the profit and loss account.

Intangible assets

This item includes the costs and expenditure related

to computer software. After initial recognition,

the intangible asset is recognised at cost less any
accumulated amortisation and impairments. The useful
life is considered to be five years and amortisation is

straight-line over the useful life. The amortisation period
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and amortisation method will be reviewed if there is

cause to do so.

Tangible assets

Tangible assets are property and equipment. Property
is stated at current value, being the lower of current
cost and net realisable value. Equipment is stated at
acquisition price net of straight-line depreciation. The
current value of property is assessed annually and
measured regularly based on valuations conducted by
independent property valuers. Depreciation of these
assets is recognised in profit or loss over the expected
useful lives of the assets concerned.

Annual depreciation rates:

B Building 2.5%
B Installation 10%
B Equipment, furniture and fittings, etc.:
- Furniture etc. 10%
- Office equipment 20%
B Computer equipment 20%
B Cars 20%

Land is not depreciated. An asset’s residual value,
useful life and measurement methods are reviewed and

adjusted, if appropriate, on an annual basis.

Derivatives
A derivative is a financial instrument with the following

three characteristics:

1. The value changes as a result of changes in
market factors, such as a certain interest rate,
price of a financial instrument, exchange rate,
creditworthiness or other variables (‘the underlying
value’), and

2. no netinitial investment or only a minor net initial
investment is required in comparison with other
types of contracts that respond in a similar way to
changes in the market factors mentioned, and

3. itis settled at a future date.

Derivatives are initially recognised at fair value on the

date on which a derivative contract is entered into. Any

HALF-YEAR FIGURES
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discrepancies between a financial instrument’s fair value
and the value under the bank’'s measurement models
are amortised over the instrument’s term. Derivatives
are also subsequently remeasured at fair value including
accrued interest. Derivatives are carried as assets when
their fair value is positive and as liabilities when their
fair value is negative. Any gains or losses arising from
changes in fair value on derivatives are recognised in
profit or loss under the item Results from financial
transactions. Generally accepted measurement models
are applied, based on the most appropriate valuation
curves, which include the OIS curve. A Credit Valuation
Adjustment and a Debit Valuation Adjustment are also

included the measurement.

Embedded derivatives are measured separately if they
meet the following characteristics:

B Thereis no close relationship between the economic
characteristics and risks of the embedded derivative
and those of the host contract.

B The host contract is not carried at fair value through
profit or loss.

B Separate instrument having the same characteristics
would be classified as a derivative.

Derivatives meeting these characteristics are included in
the balance sheet under the host contracts to which they
belong and carried at fair value, with changes in value
being taking to profit or loss. Contracts are assessed
only when the transaction is effected, unless the terms
of a contract change such that expected cash flows are
significantly impacted.

The over-the-counter derivatives with central
counterparties that are offset daily against received or
paid collateral are derecognised.
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Banks, funds entrusted, debt securities

and subordinated debt

All loans under banks, funds entrusted, debt securities
and subordinated debt are initially recognised at the

fair value of the consideration received, less directly
attributable transaction costs. After initial recognition,
interest-bearing loans are subsequently stated at
amortised cost using the effective interest method. Gains
and losses are recognised in net interest income when

the liabilities are derecognised.

Employee benefits - defined benefit

plan obligations

Pursuant to Dutch Accounting Standard 271 Employee
Benefits, NWB Bank applies the IFRS-EU standard on
pensions and other post-retirement benefits (IAS 19) in
full.

NWB Bank has agreed a defined benefit pension
plan with its employees. The plan is funded by paying
premiums to an insurance company based on regular

actuarial calculations.

A defined benefit pension plan is a scheme in which the
payment to the retired plan participant is defined, taking
account of factors such as age, years of service and
salary. The provision for the defined benefit plan equals
the present value of the pension liabilities at the balance
sheet date less the fair value of the plan assets, adjusted
for unrecognised results and costs relating to past years
of service.

The defined benefit plan obligations are calculated
annually by an independent actuary using the projected
unit credit method. which is based on the expected

return on plan assets.

Netting of financial assets and financial
liabilities

A financial asset and a financial liability are offset and
reported on a net basis if there is a legally enforceable
right to offset the recognised amounts and if there is an
intention either to settle on a net basis, or to realise the

asset and settle the liability simultaneously.

Revenue recognition
Revenue is recognised if it is probable that the economic
benefits will flow to NWB Bank and the revenue can be

reliably measured.

Net interest income

Interest income and expenses are recognised in
accordance with the effective interest method. The
application of this method includes the amortisation of
any discount or premium or other differences (including
transaction costs and applicable commissions) between
the initial carrying amount of an interest-bearing
instrument and the amount at maturity, based on the

effective interest method.

Income tax

Income tax is recognised as an expense at the same time
as profit. Deferred tax assets and deferred tax liabilities
are stated on an undiscounted basis.

Current tax assets and liabilities

Current tax assets and liabilities for the current and
prior periods are stated at the amount expected to be
recovered from or paid to the tax authorities. The tax
payable is calculated on the basis of current tax rates

and tax laws.

Deferred tax assets and liabilities

Deferred tax assets are recognised for all deductible
temporary differences, carry-forwards of unused tax
credits and unused tax losses, if it is probable that
taxable profit is available against which the deductible
temporary differences can be set off, and the deductible
temporary differences, carry-forwards of unused tax
credits and unused tax losses can be utilised.

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are reassessed
at each balance sheet date and are recognised to the
extent that it has become probable that future taxable

profit will allow the deferred tax asset to be recovered.
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Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply to the year when
the asset is realised or the liability is settled, based on

current tax rates and tax laws.

Deferred tax assets and liabilities are netted if a right to
set them off exists.

Basis for preparation of the statement

of cash flows

The statement of cash flows is presented in accordance
with the indirect method, distinguishing between the
cash flows from operating/banking, investing and

financing activities.

Cash and cash equivalents represent those assets which
can be converted into cash without restriction, including
the cash available as well as balances payable on
demand at banks and central banks.

The changes in loans and receivables, funds entrusted
and those based on the bank deposit operations are
stated under cash flows from operating/banking
activities given the nature of the operations. Changes
in interest-bearing securities not held to maturity are
also stated under cash flows from operating/banking
activities.

Investing activities include the purchase and sale

and settlement of interest-bearing securities held to
maturity, as well as the purchase and sale of property
and equipment. New long-term loans taken out and
repaid (terms > 1 year) are classified as a financing

activity.

Segment information

As the bank’s organisation is not geared towards
operations in different sectors, NWB Bank’s Managing
Board does not distinguish between operating segments
in its assessment and decision-making about returns
and the allocation of resources. Therefore, this half-year

report does not contain any segmented information.

HALF-YEAR FIGURES
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Significant assumptions and estimation
uncertainties

The preparation of the half-year report requires that the
Managing Board forms opinions and makes estimates
and assumptions that have an impact on the application
of accounting policies and the reported value of

assets and liabilities and of income and expenses. The
estimates and associated assumptions are based on past
experience, market information and various other factors
considered to be reasonable given the circumstances.
The outcomes form the basis for the opinion on most

of the carrying amounts of NWB Bank’s assets and
liabilities, which cannot be easily established from other
sources. The actual outcomes may differ from these
estimates.

The estimates and underlying assumptions are reviewed
regularly. Revisions of estimates are recognised in the
period in which the estimate was revised if the revision
only has consequences for that period, or in both the
reporting period and future periods if the revision also

has consequences for future periods.

Opinions formed by the Managing Board that could
have a significant impact on the half-year report and
estimates containing a substantial risk of a material
adjustment in a subsequent financial year relate
primarily to the measurement of financial assets and
liabilities stated at fair value.

Other developments

The interbank interest rate IBOR may be withdrawn in its
present form in 2020 (Article 51 (4) EU BMR). As a result,
agreements for financial instruments may have to be
converted. The bank is following these developments and

examining their impact on the various portfolios.

The Dutch Accounting Standards Board has decided that
IFRS 9 can also be applied under NL GAAP as regards
the expected loss model. The bank is examining its
possible application in its reporting.
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1. INTEREST

Interest income consists of interest income on loans and receivables, interest-bearing securities, cash, cash
equivalents and deposits at the Central Bank, as well as interest-like commission, fees received for early redemption
of financial instruments to which no hedge accounting is applied, premiums and discounts. Premiums and discounts
on loans and receivables not stated at fair value are recognised using the effective interest method, together with the

relevant interest income.

Interest expense consists of interest expense on liabilities, whether or not embodied in debt securities, and
derivatives, as well as interest-like commission, fees paid for early redemption, premiums and discounts. Premiums
and discounts on debts, whether or not embodied in debt securities, not stated at fair value are recognised using the

effective interest method, together with the relevant interest expense.

First half First half
2018 2017
Interest income on cash, cas.‘,h equivalents ahd deposits at the Central 787,370 791,027
Bank and on loans and receivables at amortised cost
Interest income on interest-bearing securities 10,702 13,379
Negative interest expense 2,298 3,508
Interest income 800,370 807,914
Intere.s.t expense on. banks, funds entrusted, hybrid capital and debt 186,630 204,516
securities at amortised cost
Derivatives (net interest income/expense]) 393,725 419,802
Negative interest income 95,309 49,998
Interest expense 675,664 674,316
Net interest income 124,706 133,598

Negative interest income concerns the negative interest on financial assets, cash and cash equivalents and deposits
at the Central Bank, banks, and loans and receivables. Negative interest expense concerns the negative interest on

financial liabilities banks, funds entrusted and debt securities.
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2. RESULTS FROM FINANCIAL TRANSACTIONS

NWB Bank applies two types of fair value hedge accounting: micro hedging and macro hedging. Micro hedging
relates to individual transactions that are included in an economic hedge relationship covering interest rate and
foreign exchange risks. It involves a one-on-one relationship between the hedged instrument and the hedged item.
Macro hedging relates to a group of transactions that is hedged, for interest rate risk purposes, by using a group
of derivative financial instruments. While there is not always a one-on-one relationship between the hedged item
and the hedging instrument at an individual level, it is demonstrated at a portfolio level that the derivative financial

instruments in question set off the fair value changes caused by interest rate fluctuations.

The results from financial transactions can be broken down as follows:

(in millions of euros) First half First half
2018 2017

ch . . . . .

ange§ in the fair value of derivatives included in macro hedge -33 2573
accounting
Revaluation of financial assets and liabilities included in macro hedge % 2573
accounting '
Macro hedge accounting ineffectiveness 1 0
Micro hedge accounting ineffectiveness 1 0
Total hedge accounting ineffectiveness 2 0
Other changes in the fair value of restructured derivatives included in 25 230
hedge accounting
Changes in the fair value of derivatives not included 0 1
in hedge accounting
Change in counterparty credit risk (CVA/DVA] -3 -3
Results from maturity extensions and early redemptions 1 1
Other fair value changes -1 2
Total -26 -31

The other changes in the fair value of restructured derivatives included in hedge accounting were caused by the
restructuring of the derivatives portfolio carried out in the past with a view to managing the interest rate risk
position. As a consequence, the time differences relating to the early settlement of derivatives on the basis of the

changes in fair value of the loans that are still part of a macro-hedging relationship remain to be amortised.

The restructuring of the derivatives portfolio has a favourable effect on net interest income (lower interest expenses).
The other fair value changes include changes in the fair value of financial instruments after the moment of

purchase or sale, and entering into or terminating the hedge relationship, premiums and fees received and paid
upon the settlement of derivative contracts, realised revaluation gains on the sale of interest-bearing securities and

commission.
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NWB Bank borrows significant amounts in foreign currency. The associated risks are immediately and fully hedged by

means of currency swaps. The currency risks run by NWB Bank are minimal.

3. RESOLUTION CHARGE

Under the Bank Recovery and Resolution Directive (BRRDJ, the bank is required to pay a resolution levy.

The levy for the year 2018 was paid to the Single Resolution Fund and amounted to €11.4 million (2017: €9.1 million).
Of this amount, €1.7 million (2017: €1.4 million) was paid in the form of Irrevocable Payment Commitments and €9.7

million (2017: €7.7 million) was charged to the profit.

4. INCOME TAX

(in millions of euros) First half First half
2018 2017

Profit before income tax 78.0 85.8

Tax on the profit for the current financial year at 25.0% (2017: 25.0%) 19.5 21.5

Effective tax burden (%) 25.0% 25.0%

5. LOANS AND RECEIVABLES

This item consists of loans and receivables, other than interest-bearing securities, from clients other than banks. The
receivables, almost all of which relate to the public sector, are mostly long-term. Public-sector loans and receivables
are understood to include those to or guaranteed by Dutch public authorities, and to government-controlled public
limited liability companies and other businesses or institutions with delegated government duties.

Breakdown of loans and receivables according to the nature of the receivable:

30 June 31 December

2018 2017
Receivables from or under guarantee from the Dutch government 50,762,220 49,681,979
Other loans to and receivables from the public sector and others 752,494 619,648
Value adjustment for fair value hedge accounting 10,805,164 10,671,302
Total 62,319,878 60,972,929
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Given the risk profile of NWB Bank's counterparties, a provision for uncollectibility as at 30 June 2018 is not
necessary. At the end of June 2018, an exposure amounting to €18 million (2017: €17 million) was classified as

performing forborne exposure.

6. INTEREST-BEARING SECURITIES

This item can be broken down as follows:

30 June 31 December

2018 2017
Interest-bearing securities held to maturity 1,016,258 1,805,659
Other listed interest-bearing securities 1,180,737 1,288,433
Other unlisted interest-bearing securities 727,802 603,345
Total 2,924,797 3,697,437

7. DEBT SECURITIES

This item consists of negotiable interest-bearing debt instruments and can be broken down as follows:

30 June 31 December

2018 2017
Bond loans 53,905,158 55,860,727
Short-term debt securities 12,824,640 9,592,834
Value adjustment for fair value hedge accounting 943,686 964,004
Total 67,673,484 66,417,565

Issue, repurchase and repayment of debt securities
In the first half of 2018, bond loans were issued for an amount of €5,034 million (first half of 2017: €7,083 million)
and repaid for an amount of €7,222 million (first half of 2017: €4,861 million). In addition, the change in the item

Bond Loans concerns the currency revaluation and the change allocated to accrued interest.

In the first half of 2018, short-term debt securities were issued for an amount of €86,256 million (first half of 2017:
€39,346 million) and repaid for an amount of €83,685 million (first half of 2017: €35,123 million). In addition, the
change in the item Short-term Debt Securities concerns the currency revaluation and the change allocated to

accrued interest.

8. DIVIDEND
The dividend proposed in the 2017 financial statements and adopted during the General Meeting of Shareholders

is nil.
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9. TIER 1 CAPITAL RATIO
NWB Bank applies the Standardised Approach (SA) in calculating risk-weighted assets.

30 June 31 December

2018 2017
Equity excluding profit for the current financial year 1,626 1,505
Intangible assets -3 -2
Prudential filters -4 -3
CET 1 capital 1,619 1,500
Additional Tier 1 capital 320 320
Tier 1 capital (A) 1,939 1,820
Weighted credit risk (SA) 1,487 1,593
Capital requirement pursuant to CVA (SA) 773 796
Weighted operational risk (SA) 364 291
Risk-weighted assets (B) 2,624 2,680
Tier 1 ratio (A/B) 73.9% 67.9%

If the profit for the current financial year is taken into account, the bank’s Tier 1 capital ratio will be 76% at the end of
June and 73% at year-end 2017.
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REVIEW STATEMENT

TO: THE SHAREHOLDERS, THE SUPERVISORY BOARD AND MANAGING BOARD OF
NEDERLANDSE WATERSCHAPSBANK N.V.

Introduction

We have reviewed the accompanying condensed interim financial information of Nederlandse Waterschapsbank N.V.,,
The Hague, which comprises the balance sheet as at 30 June 2018, the statement of income for the six-month period
ended 30 June 2018, and the notes, comprising a summary of accounting policies and other explanatory information.
Management is responsible for the preparation and presentation of this interim financial information in accordance
with the Dutch Guideline for Annual Reporting 394 on Interim Reports. Our responsibility is to express a conclusion
on this interim financial information based on our review.

Scope

We conducted our review in accordance with Dutch law including Dutch Standard 2410, ‘Review of Interim Financial
Information Performed by the Independent Auditor of the Entity’. A review of interim financial information consists of
making inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and
other review procedures. A review is substantially less in scope than an audit conducted in accordance with Dutch
Standards on Auditing and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying condensed
interim financial information for the six-month period ended 30 June 2018, is not prepared, in all material respects,
in accordance with the Dutch Guideline for Annual Reporting 394 on Interim Reports.

Amsterdam, 31 August 2018

Ernst & Young Accountants LLP

signed by W.J. Smit
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MANAGING BOARD AND SUPERVISORY BOARD

Managing Board

Lidwin van Velden
Frenk van der Vliet

Supervisory Board

Age Bakker

Maurice Oostendorp

Peter Glas

Petra van Hoeken

Toon van der Klugt

Frida van den Maagdenberg
Manfred Schepers

HALF-YEAR FIGURES 2018 | NWB)BANK



HEADLINE FIGURES REPORT OF THE MANAGING BOARD HALF-YEAR FIGURES

32

PUBLICATION DETAILS

Translation, editing and coordination of production:
NWB Bank

Tappan Communicatie

Metamorfose Vertalingen

Design and production:
Tappan Communicatie

© 2018 | Nederlandse Waterschapsbank N.V.

NWB Bank prepared this half-year report for 2018 in the Dutch language. The English translation was made for
information purposes only. In the event of inconsistencies or differences between the English translation and the

original Dutch version of the half-year report for 2018, the latter will prevail.

Nederlandse Waterschapsbank N.V. Postbus 580
Rooseveltplantsoen 3 2501 CN Den Haag infoldnwbbank.com
2517 KR Den Haag t070 416 62 66 www.nwbbank.com
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