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1. HEADLINE FIGURES
(in millions of euros)

30 June
2020

31 December
2019

31 December
2018

31 December
2017

31 December
2016

Balance sheet
Long-term loans and advances (nominal
value)1)

49,210

49,436

47,644

47,840

48,669

Equity

2)

1,779

1,741

1,706

1,628

1,507

Tier 1 capital2)

2,085

2,050

2,018

1,942

1,824

115,095

96,205

83,715

87,123

94,414

3,722

3,277

2,627

2,680

2,979

Net interest income

106

213

234

276

219

Results from financial transactions

-31

-39

-48

-58

-25

75

174

186

218

193

18

27

22

20

19

-

-

-

Total assets
Risk-weighted assets

Results

Operating income
Operating expenses

3)

Extraordinary income

-

114)

Income tax

27

41

37

47

42

Bank tax and resolution levy

-9

22

27

28

25

Net profit

39

95

100

123

107

Dividend distribution

-

55.0

20.0

-

-

Dividend (in euros per share)

-

932.4

339.0

-

-

Dividend

1)
2)
3)
4)

3

including interest-bearing securities, provided to local authorities. The nominal value of the loans is €47,418 million (year-end 2019: €47,711 million) and
the interest-bearing securities provided to local authorities €1,792 million (year-end 2019: €1,725 million).
including profit for the financial year less dividend
excluding bank tax and resolution levy
extraordinary income as a result of a change in the pension scheme

H A L F - Y E A R R E P O R T 2020 |

HEADLINE FIGURES

REPORT OF THE MANAGING BOARD

(in millions of euros)
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30 June
2020

31 December
2019

31 December
2018

31 December
2017

31 December
2016

Ratios (in %)1)
Tier 1 ratio2)

56.03)

62.63)

76.8

72.5

61.2

CET 1 ratio2)

47.44)

52.84)

64.6

60.5

50.5

20.8

15.5

11.8

9.2

9.7

-

58.2

20.1

-

-

Leverage ratio6)

9.7

15.4

-

-

-

Leverage ratio (not adjusted for promotional
assets)7)

2.1

2.4

2.6

2.5

2.3

Liquidity Coverage Ratio

149

204

222

179

146

Net Stable Funding Ratio

131

118

129

126

123

2,690

2,538

2,744

3,480

1,110

0.4

2.8

3.7

3.9

4.1

CO2 emissions PCAF portfolio coverage (in
%)

-

93

-

-

-

CO2 emissions loan portfolio (in kton)

-

2,636

-

-

-

Cost/income ratio

5)

Dividend pay-out ratio

CSR
Volume of sustainable bond issuance
CO2 emissions from operating activities p.p.
(in tonnes)

1)
2)
3)
4)
5)
6)
7)
8)

4

8)

the ratios are explained in the glossary
including profit for the financial year less dividend
55.0 excluding profit for the year (2019: 61.4)
46.4 excluding profit for the year (2019: 51.6)
excluding bank tax, resolution levy and Expected Credit Loss
including profit for the financial year less dividend, taking into account the calculation for promotional banks according to CRR II as of
27 June 2019
including profit for the financial year less dividend, not taking into account the calculation for promotional banks
based on 93% of the loan portfolio
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2. REPORT OF THE MANAGING BOARD
REPORT FOR THE FIRST HALF OF 2020
• Lending to the public sector remains stable: €4.1 billion compared with €4.4 billion in the first
half of 2019
• Limited impact of COVID-19 on financial results so far; net profit amounts to €39.4 million (first
half of 2019: €41.8 million)
• Largest sustainable bond ever issued despite difficult market conditions
• Climate impact of loan portfolio almost completely charted
TRENDS AND DEVELOPMENTS

The ECB is also using a liquidity-providing instrument, the

The first six months of 2020 were almost entirely

Targeted Longer-Term Refinancing Operation (TLTRO), to

dominated by the COVID-19 pandemic. In the Netherlands

increase liquidity and support the euro area economy.

alone, social distancing measures implemented to fight

Banks can use this TLTRO to borrow money cheaply from

the pandemic led to a dramatic drop in economic activity

the ECB for a period of three years to lend on to the real

of 10%. One of the reasons the Dutch economy is being

economy. By June, 742 banks had used this TLTRO-III

so severely affected is because it relies heavily on global

facility for a total of more than €1,300 billion. The other

trade. The latter came to a standstill as a result of the

stimulus programmes, including the ECB's ‘regular’ asset

coronavirus spreading to all corners of the globe. The

purchase programme of €120 billion, have remained

result is a severe, essentially global economic recession.

unchanged for the time being, as has the policy interest

Therefore, at the national and international levels,

rate, which is still at -0.5%.

1)

governments and supranational institutions have taken
the lead to limit the impact of the crisis to the greatest

The Dutch State, meanwhile, has rolled out an extensive

extent possible.

support package to support the economy. Companies and
self-employed professionals who find themselves in

In mid-March, the European Central Bank (ECB)

financial difficulty due to the COVID-19 crisis are eligible

announced a new asset purchase programme in reaction

for temporary financial schemes aimed at adapting the

to the reduced availability of liquidity in the market,

Netherlands to a changed society and economy. The

especially at the beginning of the pandemic. This

schemes were presented in two emergency packages on

Pandemic Emergency Purchase Programme (PEPP)

17 March and 20 May 2020 respectively, and the

initially amounted to €750 billion but was later increased

government has made a total of dozens of billions

to €1,350 billion in June. The programme will run until at

available for (financial) schemes for companies and self-

least mid-2021, and the ECB will reinvest the redemptions

employed professionals. As a result, according to

until at least late 2022.

estimates, the deficit in the national budget this year will
amount to 7% of GDP.2)

1)
2)

8

Statistics Netherlands (CBS)
Netherlands Bureau for Economic Policy Analysis (CPB) August 2020 forecast
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The public sector has made every effort to mitigate the

LENDING UP TO STANDARD

social and economic impact of the coronavirus. Most

During the first half of 2020, NWB Bank provided a total

services and processes continued to run during the

of €4.1 billion in financing, compared with €4.4 billion in

'intelligent' lockdown, as many employees in the public

the first half of 2019. This includes interest rate and spread

and semi-public sector started working from home. Local

resets for existing loans. The corona crisis does not

and regional authorities, however, are facing a loss of

appear to have had much of an impact on our lending, if

income as tax revenues are significantly below budget. To

at all. Indeed, in some cases, the COVID-19 pandemic

ensure the services provided by local and regional

seems to have increased our clients’ financing needs.

authorities are maintained, municipalities, provinces and

These past six months, we have demonstrated that, as a

water authorities have made agreements with the Cabinet

promotional bank, our clients can count on us even in

about state financial support to absorb the financial fallout

difficult times.

of the corona crisis. The government has pledged an initial
support package of more than €500 million to uphold

We are strongly in favour of emerging from this crisis into

services to citizens and businesses. Housing associations

a more sustainable future. That also corresponds with our

are also continuing to carry out their work to the best of

strategy as ‘the sustainable water bank’. Within this

their ability, despite a gradual increase in rent arrears.

strategy, we take a broader look at organisations and

The importance of building homes remains undiminished,

projects in the public sector related to water and/or

and the Cabinet will invest almost €200 million this year

sustainability. For example, last year we started providing

to ensure construction can continue during the crisis.

project financing to energy projects. This is our way of
helping to finance the energy transition and achieve the

Despite the crisis, housing associations are still

goals of the National Climate Agreement, to which we have

emphasising sustainability when building new homes and

committed ourselves.

transforming old ones. Housing associations have agreed
that, on average, their housing stock must achieve B label

As in previous years, most of the financing in the first six

status by 2021, and so far they are on schedule to achieve

months of the year was provided to housing associations.

this target. Water authorities are still front runners in

In terms of scale, this is also the portion of the Dutch

restricting their energy consumption, self-generating

public sector with the largest financing requirement.

sustainable energy and recovering raw materials from
wastewater. In addition to their own investments in

SUSTAINABLE FUNDING

sustainable energy, the water authorities are increasingly

Despite the COVID-19 crisis, we managed to fund

allowing third parties to generate sustainable energy on

ourselves well in the first six months. This is partly

their sites, for example with solar panels and wind

because we had already raised a relatively large amount

turbines. The government has made €5 billion available

of funding in the first two months of the year. In total, we

for projects that focus on the production of renewable

raised €9 billion in long-term loans on the international

energy through the Stimulation of Sustainable Energy

capital markets to finance new lending and refinance

Production (SDE++) subsidy. The scope of this scheme was

existing loans. We also made use of the ECB’s TLTRO

broadened this year. Projects that help to reduce CO2

facility. We normally do not use ECB facilities, but the rates

emissions are now eligible for this financial support as

and conditions were so attractive in light of the COVID-19

well.

crisis that it is in the interests of our clients to use this
cheap funding.

9
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In April, we issued our largest ever sustainable bond, an

HEALTHY PROFIT

SDG Housing Bond with a principal amount of €2 billion

Net profit for the first half of 2020 was €39.4 million,

and a maturity of three years. Despite the difficult market

compared with €41.8 million in the first half of 2019. Net

conditions, the order book for this bond was well

interest income totalled €106.0 million, an increase of

oversubscribed, allowing it to be sold at a negative

€2.0 million compared with the first half of 2019 (2019:

effective yield. The proceeds of the SDG Housing Bond are

€104.0 million).

used to finance affordable and sustainable social housing.
We also issued a USD 500 million Water Bond in May with

The result from financial transactions in the past six

a 10-year maturity. We use the proceeds of these Water

months was €31.4 million negative, compared with

Bonds (Green Bonds) to finance sustainable projects of the

€28.6 million negative in the first six months of 2019. The

water authorities. In total, we have now raised more than

anticipated part of this negative result is partly due to an

€13 billion with Socially Responsible Investing (SRI)

earlier restructuring of the swap portfolio that we

Bonds, making us the largest sustainable bond issuer in

implemented several years ago to bring the interest rate

the Netherlands. More than 19% of our total outstanding

risk position more in line with the benchmark return on

funding consists of these sustainable bonds.

equity. In addition, due to the COVID-19 crisis, the risk
premiums on the bonds in our liquidity portfolio have

In the past half-year, we cumulatively raised a total of

increased. This mainly concerns bonds of highly rated

€18.6 billion in short-term funding under the Euro

European supranational institutions and Dutch covered

Commercial Paper (ECP) programme. The average

bonds.

amount outstanding was €11.9 billion. A cumulative total
of €35.5 billion was raised under the American

Starting this year, we adopted IFRS 9 for loan provisioning.

Commercial Paper (USCP) programme, averaging

The quality of the loan portfolio remained high and there

€12.1 billion. While access to the commercial paper

were no significant changes as a result of an increased

market was limited at the height of the COVID-19 crisis,

credit risk. The change in the Expected Credit Loss

we still managed to attract sufficient liquidity. We largely

provision was only changed by updating the

use money market funding to fund 1) short-term lending

macroeconomic parameters.

to our clients, 2) collateral obligations arising from our
derivative positions that we use to hedge our interest rate

Operating costs in the first six months were €8.0 million

and foreign exchange risks and 3) the large liquidity buffer

and are therewith lower than in the first half of 2019

we maintain in cash.

(€18.1 million). This results from a financial windfall for
our bank on the resolution levy. With retroactive effect,

Our AAA ratings, which are similar to those of the Dutch

we received a refund of €15.4 million from the Single

State, enable us to continue to raise funds on favourable

Resolution Fund (SRF) from past contributions in the

terms. The fact that our bonds are eligible for the ECB

period 2015-2018. This refund is the result of an adjusted

asset purchase programme helps, as does the

calculation method for our contribution to the SRF. The

qualification of our bonds as High-Quality Liquid Assets to

contribution for 2019 was €6.8 million.

meet the liquidity requirements under the Liquidity
Coverage Ratio (LCR). We funded ourselves in the first six
months mainly in US dollars and, to a lesser extent, in
euros and other currencies.

10
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Adjusted for the resolution levy, operating expenses

AMPLE CAPITAL AND LIQUIDITY RATIOS

amounted to €15.5 million (compared to €12.8 million in

Our bank’s equity increased, equal to the net profit, in the

the first half-year of 2019). This is an increase of

past six months to €1,779 million. The Common Equity Tier

€2.7 million. We incurred higher costs because we are

1 (CET1) ratio was 47.4% (2019: 52.8%). Including

providing more and more customised solutions to achieve

the hybrid capital (AT1) raised by the bank in 2015 and

our strategic ambitions regarding sustainability, and

2016, the capital as at 30 June 2020 amounted to

because we have to comply with increasing compliance

€2,085 million, resulting in a Tier 1 ratio of 56.0% (2019:

requirements. In addition, the increase in costs is also the

62.6%). The decrease of the CET1 ratio and Tier 1 ratio are

result of the measures taken in the context of the

in line with our strategy which leads to more risk-weighted

COVID-19 pandemic. For example, since early March, we

lending.

rented extra office space so our employees working on our
vital processes could be spread across two locations.

The leverage ratio (including profit for the current

Additional facilities have been set up for other employees

financial year) as at 30 June was 9.7%, which is lower than

who have been working from home since March.

the ratio of 15.4% published at the end of 2019 but still
comfortably above the 3% requirement applicable as of

A minimum capital rule for banks and insurance

28 June 2021. The decrease is mainly attributable to the

companies will apply in the Netherlands from the financial

fact that the liquidity buffer has increased while the equity

year 2020 onwards. This minimum capital rule, also

(including AT1) for calculating the ratio increased to a

referred to as the thin cap rule, limits the interest

relatively limited extent. When calculating the leverage

deduction for corporate income tax if a bank's leverage

ratio, CRR II allows us, as a promotional bank, to exclude

ratio is lower than 8%. Since the European Capital

our lending to the public sector. Without this adjustment,

Requirement Regulation II (CRR II) entered into force on

the leverage ratio would be 2.0% (2019: 2.4%). The

28 June 2019, there has been an adjusted definition for

decrease in this ‘standard’ leverage ratio is due to the

promotional banks such as NWB Bank. In accordance with

increase in total assets, which is mainly a result of the

this definition, promotional loans are not included in the

increased market value of our loan portfolio, which in turn

leverage exposure and our bank’s leverage ratio is above

is a result of the further decline in interest rates.

8%. Nevertheless, the current assessment of the tax
treatment is that the thin cap rule will temporarily create

At 149%, the Liquidity Coverage Ratio as at the end of June

an additional tax burden for our bank in 2020 and 2021

was comfortably above the minimum requirement of 100%

because of a transitional period included in the CRR II that

(2019: 204%). The Net Stable Funding Ratio amounted to

applies to the maintenance of the leverage ratio obligation.

131% as at the end of June (minimum 100%; 2019:118%).

As a result, the tax charge for the first half of the year
amounts to €27.2 million and our total effective tax rate

ORGANISATIONAL DEVELOPMENT

comes in at 41%.

On 16 April, our Annual General Meeting (AGM) took place.
One of the items on the agenda was the distribution of the

Total assets at 30 June 2020 were higher at €115.1 billion

dividend for the financial year 2019. In light of the expected

than at year-end 2019 (€96.2 billion). This is largely due

impact of the COVID-19 pandemic, in late March the ECB

to the increase in the market value of our loan portfolio,

recommended all institutions under its supervision to

which in turn is a result of the further decline in market

postpone the payment of dividends to at least after

interest rates and the increase in cash, cash equivalents

1 October. Although aware of our special character as a

and deposits at the Central Bank.

national promotional bank, and a dividend payment to our
public shareholders would help counter the economic
consequences of COVID-19 without affecting the bank's
lending ability, we decided to follow the recommendation.

11
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Our shareholders agreed with this during the AGM held on

OUTLOOK FOR 2020

16 April. They subsequently decided that the €55 million
dividend will be paid out as soon as possible after

There is great uncertainty about the further development

1 October unless there are unforeseen developments,

of the pandemic and the pace of the economic recovery.

which would make the payout unlawful or irresponsible for

The government is expected to gradually reduce its

the bank.

financial support to companies, but the extent to which it
can step back depends partly on the pace of the economic

Another item on the agenda of the AGM was the

recovery and the development of the pandemic. Perhaps

appointment of Joanne Kellermann as chair of

the recovery can be accelerated by frontloading public

NWB Bank’s Supervisory Board. Joanne was unanimously

investment where possible, in housing and the energy

appointed by the shareholders for a period of four years.

transition for example. That is why we co-signed the joint

She succeeds Age Bakker, who resigned after reaching

declaration ‘Continuing to build the Netherlands together’

the maximum term of eight years. In addition,

initiated by the Ministry of the Interior and Kingdom

Manfred Schepers was reappointed by the shareholders

Relations in April.

as a member of the Supervisory Board.
As a bank, we intend to continue our lending in the same
The AGM also agreed to broaden the objectives stated in

way as in the first half of the year. We expect the net profit

our Articles of Association. Increasingly, our clients are

in 2020 to be at a similar level as in 2019. Because of the

entering into partnerships with other parties, including

uncertainties caused by the development of the COVID-19

parties outside the public sector, amongst others in the

crisis, we are, however, keeping a close eye on

context of sustainability. These include government-

developments in spreads in the money and capital

sponsored investment funds, partial government

markets and the market value of the liquidity portfolio.

guarantees, minority shareholdings by water authorities,
municipalities, provinces or the State of the Netherlands,
and co-financing with Invest-NL. To make it possible to
finance such initiatives, an amendment of our Articles of
Association was necessary.
Finally, we announced during the AGM that we are
establishing an independent NWB Water Innovation Fund.
As a bank, we aim to use this fund to enhance the joint
innovation capacity of the water authorities. We expect to
launch this fund in the second half of the year.

12
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STATEMENT OF THE MANAGING
BOARD
The Managing Board hereby states that, to the best of its
knowledge, the 2020 half-year figures give a true and fair
view of the bank’s assets, liabilities, financial position and
profit, and that the half-year 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, 28 August 2020

Managing Board
Lidwin van Velden
Melchior de Bruijne
Frenk van der Vliet

13
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STATEMENT OF INCOME
for the first half of 2020
First half
of 2020

First half
of 2019

Interest and similar income

722.5

751.9

Interest and similar expenses

616.5

647.9

(in millions of euros)

Note

Net interest income

1

106.0

104.0

Results from financial transactions

2

-31.4

-28.6

Other operating income

-

-

Total operating income

74.6

75.4

Employee benefits expense

6.6

5.4

Other administrative expenses

7.6

6.3

14.2

11.7

1.3

1.1

Employee benefits and other expenses
Depreciation, amortisation and value adjustments of tangible and intangible
assets
Resolution levy

3

-8.6

5.3

Depreciation of receivables and provisions for liabilities included in the
balance sheet

11

1.1

-

8.0

18.1

66.6

57.3

27.2

15.5

39.4

41.8

Total operating expenses
Profit from ordinary operations before tax
Tax on profit from ordinary operations
Net profit

16

4
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BALANCE SHEET
as at 30 June 2020
30 June
2020

31 December
2019

Cash, cash equivalents and deposits at the Central Bank

14,187

8,290

Banks

11,350

8,075

(in millions of euros)

Note

Assets

Loans and receivables

5

76,813

69,963

Interest-bearing securities

6

6,824

4,711

Intangible assets

6

5

Tangible assets

5

5

Income tax

29

12

Other assets

24

10

5,849

5,125

9

9

115,096

96,205

6,774

1,646

7,270

6,802

82,191

73,289

23

24

162

24

16,565

12,298

3

-

112,988

94,083

329

326

Paid-up and called-up share capital

7

7

Revaluation reserves

1

1

1,732

1,693

39

95

1,779

1,796

115,096

96,205

4,833

3,761

Derivative assets

7

Prepayments
Total assets

Liabilities
Banks

8

Funds entrusted
Debt securities

9

Provisions
Other liabilities
Derivative liabilities
Accruals

Subordinated debt

Other reserves
Unappropriated profit for the year
Equity
Total liabilities
Irrevocable commitments

17

10
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STATEMENT OF COMPREHENSIVE
INCOME
for the first half of 2020
First half
of 2020

First half
of 2019

Net changes in the revaluation reserves

-

-

Net changes in other reserves

-

-

Income tax on income and expenses recognised directly in equity

-

-

Income and expenses recognised directly in equity

-

-

Net profit

39.4

41.8

Comprehensive income

39.4

41.8

(in millions of euros)

18
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STATEMENT OF CHANGES IN EQUITY
for the first half of 2020

(in millions of euros)

As at 31 December 2019

Paid-up
share
capital

Revaluation
reserves

Other
reserves

Unappropriated
profit for the
year

Total

7

1

1,693

95

1,796

Change in accounting policies Expected
Credit Loss

19

-1

-1

As at 1 January 2020

7

1

1,692

95

1,795

Profit appropriation of previous year

-

-

95

-95

-

Dividend

-

-

-55

-

-55

Direct change in the value of equity

-

-

-

-

-

Profit for the year

-

-

-

39

39

As at 30 June 2020

7

1

1,732

39

1,779

As at 31 December 2018

7

1

1,618

100

1,726

Profit appropriation of previous year

-

-

100

-100

-

Dividend

-

-

-20

-

-20

Direct change in the value of equity

-

-

-

-

-

Profit for the year

-

-

-

42

42

As at 30 June 2019

7

1

1,698

42

1,748
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STATEMENT OF CASH FLOWS
for the first half of 2020
First half
of 2020

First half
of 2019

67

57

1

1

26

15

1,824

-4,004

-1,113

-2,328

480

208

-1,054

130

231

-5,921

-5,585

-1,607

3,538

1,115

-2,047

-492

Additions to tangible assets

-1

-

Disposals of tangible assets

-

-

-1

-

-2

-2

-2,050

-494

9,015

4,667

Redemption of long-term debt securities

-4,130

-5,876

Short-term debt securities issued

54,987

69,994

-52,157

-69,146

7,715

-361

-

-20

Net cash flow from financing activities

7,715

-381

Cash flow

5,896

-6,796

Cash and cash equivalents as at 1 January

8,291

10,238

Cash flow

5,896

-6,796

14,187

3,442

(in millions of euros)

Profit before income tax
Adjusted for:
Depreciation, amortisation and value adjustments of tangible and intangible
assets
Unrealised change in the value of assets and liabilities for fair value hedge
accounting
Change in bank loans and receivables not available on demand
Change in public sector loans and receivables
Change in funds entrusted
Change in other assets and liabilities
Net cash flow from operating/banking activities
Additions to interest-bearing securities
Sale and redemptions of interest-bearing securities

Additions to intangible assets
Net cash flow from investing activities
Long-term debt securities issued

Redemption of short-term debt securities
Dividend paid

Cash and cash equivalents as at 30 June

20
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GENERAL NOTES TO THE HALF-YEAR
FIGURES
CORPORATE INFORMATION

COVID-19
Although the financial impact of the coronavirus outbreak

The Nederlandse Waterschapsbank N.V. (hereinafter

was uncertain when this half-year report was prepared,

referred to as NWB Bank) is a public limited liability

we believe that the going-concern assumption will be

company under Dutch law with its official place of business

unaffected. The bank’s strong creditworthiness means it

in The Hague, whose shares are owned by public

is in a good position to fund itself and thus provide its

authorities. The bank is a key player in financing the public

clients with the necessary credit. The quality of the loan

sector and a financing partner to enhance sustainability

portfolio has remained high. In addition, measures have

in the Netherlands. The bank finances water authorities,

been taken to safeguard the continuity of the (financial)

municipal and provincial authorities as well as other

business processes.

public-sector bodies, such as housing associations,
hospitals, educational institutions, water supply
companies and Public-Private Partnership (PPP) projects.

BASIS OF PREPARATION

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES
General
These financial statements have been prepared on the
basis of historical cost, with the exception of certain

STATEMENT OF COMPLIANCE

interest-bearing securities, derivatives and property.

NWB Bank prepares its annual financial statements – and

Interest-bearing securities and derivatives are stated at

hence its half-year figures – in accordance with the

fair value, while property is stated at current cost. The

statutory requirements contained in Part 9 of Book 2 of the

matching principle is applied to costs and revenue. The

Dutch Civil Code (Burgerlijk Wetboek) and the accounting

half-year figures are presented in millions of euros and

principles generally accepted in the Netherlands

all amounts in the Notes are rounded to the nearest

(NL GAAP). NWB Bank has no participating interests and

thousand (€000), except when otherwise indicated.

prepares company financial statements.
A number of items used in the Financial Statements
The half-year figures have been prepared in accordance

Formats Decree have been renamed, as these new names

with the same accounting policies that were applied in

better reflect the content, according to NWB Bank.

respect of the 2019 financial statements, whereby there
has been a change in policy regarding the use of the

Continuity

expected loss impairment methodology. This half-year

The half-year report has been prepared on the basis of the

report does not contain all the information and disclosures

going-concern assumption.

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 2019.

21
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Change in accounting policy

transactions must not result in the reporting of income or

Starting 1 January 2020,NWB Bank will use the possibility

expenses.

to apply the ‘expected loss impairment methodology’ of
IFRS 9 to align with common practice in the sector and supportAthe
bank'sasset
strategy.
financial
or liability (or, where applicable, part of
Pursuant to RJ 140, this concerns a change in accounting

a financial asset or part of a group of similar financial

policy whereby the initial recognition is charged to equity

assets or liabilities) is derecognised where the transaction

(€0.8 million) and changes after 1 January 2020 are

results in the transfer to a third party of all or almost all

charged to the result. In accordance with RJ 290, the

rights to receive economic rewards and all or almost all

comparative figures have not been adjusted to this. This

risks of the asset or liability.

change in accounting policy does not have a significant
impact on equity or result and is specified in more detail

Measurement

in the ‘Expected Credit Loss’ section.

Upon initial recognition, financial assets and liabilities are
stated at fair value, including or deducting transaction

Recognition

costs, respectively, directly attributable to the asset’s or

An asset is recognised if it is probable that the future

liability’s acquisition or issue, with the exception of the

economic benefits will flow to the company and the asset

transactions recorded at fair value through profit or loss.

can be measured reliably. A liability is recognised if it is

The transaction costs directly attributable to these

probable that an outflow of resources embodying

balance sheet items are taken directly to profit or loss.

economic benefits will result from the settlement of a
present obligation and the amount at which settlement

The fair value is the amount for which an asset can be

will take place can be measured reliably.

exchanged or a liability settled between knowledgeable,
independent parties who are willing to enter into a

Financial assets and liabilities (except for the loan

transaction. If a relevant middle rate is available, it is used

principal) are recognised at the transaction date.

as the best indication of fair value. For the majority of

Accordingly, a financial asset or financial liability is

NWB Bank’s financial instruments, the fair value cannot

recognised from the time the company has the right to the

be established on the basis of a relevant middle rate

benefits from or is bound by the obligations arising from

because there is no listing or active market. NWB Bank

the contract terms of the financial instrument. The loan

calculates the fair value of these other financial

principal is recognised at the settlement date.

instruments using models.

Income is recognised in the statement of income when an

The models use various assumptions relating to the

increase in future economic benefits related to an

discount rate and the timing and size of the future cash

increase in an asset or a decrease in a liability has arisen

flows. When calculating the fair value of options, option

that can be measured reliably. Expenses are recognised

pricing models have been used.

in the statement of income when a decrease in future
economic benefits related to a decrease in an asset or an

After initial recognition, financial assets are classified as

increase in a liability has arisen that can be measured

loans and receivables, banks, interest-bearing securities

reliably.

or derivative assets. The loans and receivables,
interest-bearing securities held to maturity, other

Derecognition of financial assets and liabilities

unlisted interest-bearing securities as well as banks are

An asset or liability presented in the balance sheet

stated at amortised cost. Other listed interest-bearing

continues to be recognised where a transaction does not

securities and derivative assets are subsequently stated

result in a significant change in the economic reality with

at fair value.

respect to such an asset or liability. Likewise, such

22
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After initial recognition, financial liabilities are classified

IFRS 9 to instruments that fall in the category of

as banks, derivative liabilities, funds entrusted or debt

investment grade.

securities. Banks, funds entrusted and debt securities are
subsequently stated at amortised cost. Derivative

Hedge accounting

liabilities are stated at fair value.

The bank hedges most interest rate and foreign exchange
risks related to financial assets and liabilities by using

Provision for uncollectible receivables

financial instruments. In terms of market value, value

Starting 1 January 2020,NWB Bank will use the option to

changes due to interest rate and foreign exchange

apply the ‘expected loss impairment methodology’ of

fluctuations are offset. Under hedge accounting, the

IFRS 9. Under this (IFRS 9) impairment method, the

recognition of a hedging instrument and the

previously used ‘incurred loss’ model has been replaced

accompanying hedged position can be synchronised

by an expected credit loss approach. The new impairment

insofar as the hedging is effective. Hedge accounting is

model applies to all exposures held under financial assets

permitted only if adequate documentation has been

at amortised cost, interest-bearing securities with value

prepared and the required effectiveness of the hedge is

changes stated at fair value recorded directly in equity,

demonstrated. NWB Bank only uses derivative financial

and irrevocable commitments and contracts concerning

instruments as hedging items, and these are stated at fair

financial guarantees.

value in the balance sheet. Together with the value
changes in the hedged position related to the hedged risk,

Under IFRS 9, these exposures are classified into three

value changes in the derivatives which are part of the fair

groups based on the different stages of credit risk.

value hedge are recorded in profit or loss as results from
financial transactions.

Stage 1 includes exposures that show no significant
change in credit risk since their initial recognition. A

NWB Bank applies two types of fair value hedge

12-month expected credit loss is recognised for this

accounting: micro hedging and macro hedging. Micro

group, i.e. the expected credit loss based on the

hedging relates to individual transactions that are

probability of default within 12 months of the reporting

included in an economic hedge relationship covering

date.

interest rate and foreign exchange risks. It involves a
one-on-one relationship between the hedged instrument

Stage 2 includes exposures that show a significant

and the hedged item. Macro hedging relates to a group of

increase in credit risk since initial recognition but have not

transactions that is hedged, for interest rate risk

yet defaulted. A lifetime expected credit loss is recognised

purposes, by using a group of derivative financial

for these exposures, taking into account any guarantees

instruments. While there is not always a one-on-one

and received collateral. This concerns the expected

relationship between the hedged item and the hedging

shortfalls on the contractual cash flows for the remaining

instrument at an individual level, it is demonstrated at a

duration of the exposure, discounted at the effective

portfolio level that the derivative financial instruments in

interest rate.

question offset the fair value changes of the assets and
liabilities in question, respectively, caused by interest rate

Stage 3 includes exposures that are credit impaired. A

fluctuations.

lifetime expected credit loss is recognised for these
exposures, taking into account any guarantees and

Foreign currencies

received collateral.

Monetary assets and liabilities denominated in foreign
currencies are translated at the middle rates at the

23

Due to exposures included in interest-bearing securities,

balance sheet date (published by the ECB). The use of

the bank applies low credit risk exemption available under

middle rates is connected to NWB Bank's policy, which
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states that all foreign currency positions are hedged

Other interest-bearing securities

individually, and which effectively causes the day-to-day

Other unlisted interest-bearing securities are stated in

foreign currency denominated flows of funds to be

line with the securities 'held to maturity'.

virtually nil.
Other listed interest-bearing securities are stated at fair
Gains or losses arising from transactions in foreign

value. As long as the value change of an individual

currencies are translated at the prevailing rates on the

interest-bearing security is positive, it is recorded directly

transaction date.

in equity until the time of realisation. Once the
interest-bearing security in question is derecognised, the

Currency swaps are used to hedge foreign exchange

cumulative unrealised gain or loss on an individual asset

exposures on loans receivable and payable. These

that was recorded directly in equity is taken to profit or

currency swaps are translated at the fair value of the

loss. Any cumulative decrease in value below cost is

instrument ruling on the balance sheet date. The results

immediately taken to profit or loss. Any subsequent

are recorded as results from financial transactions.

unrealised increase in value of the relevant
interest-bearing security is taken to profit or loss if it is

Cash, cash equivalents and deposits at the
Central Bank

below amortised cost. Any increase in value above
amortised cost is recorded in equity.

Cash, cash equivalents and deposits at the Central Bank
are stated at amortised cost.

If interest-bearing securities are included in a fair value
hedge relationship, then the effective part of the hedge is

Loans and receivables, and banks

recognised in profit and loss, rather than equity. If

Loans and receivables and banks are stated at amortised

financial assets are derecognised, then the cumulative

cost using the effective interest method, reduced by a

profit recognised in equity or the cumulative loss is

provision for uncollectible receivables. This item mainly

recognised in profit or loss.

comprises collateral held under collateral arrangements
related to derivative contracts. This collateral is not at the

Intangible assets

bank’s disposal.

This item includes costs and expenditure related to
computer software. After initial recognition, the intangible

Interest-bearing securities

asset is recognised at cost less any accumulated

Interest-bearing securities are primarily intended to be

amortisation and impairments. The useful life is

held for an indefinite period and may be sold to meet

considered to be five years and amortisation is straightline

liquidity requirements or in response to changes in the

over the useful life. The amortisation period and

issuer’s risk profile. Interest-bearing securities are

amortisation method will be reviewed if there is cause to

initially stated at fair value. For subsequent

do so.

measurement, interest-bearing securities can be divided
into the following two categories:

Tangible assets
Tangible assets are property and equipment. Property is

24

Interest-bearing securities held to maturity

stated at current cost. The valuation is carried out on the

Interest-bearing securities purchased with fixed or

basis of the value in use if it is lower than the current

determinable payments which NWB Bank firmly intends

cost. The net realisable value will be used if it is higher

to hold to maturity, and in respect of which it has the

than the value in use but lower than the current value.

contractual and economic ability to do so, are stated at

Equipment is stated at acquisition price net of

amortised cost using the effective interest method

straight-line depreciation. The current cost of property is

reduced by a provision for uncollectibility.

assessed annually and measured periodically based on
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valuations conducted by independent property valuers.

accepted measurement models are applied, based on the

Depreciation of these assets is recognised in profit or loss

most appropriate valuation curves, which include the

over the expected useful lives of the assets concerned.

'OIS curve'. A credit valuation adjustment and a debt
valuation adjustment are also included in the

The annual depreciation rates are as follows:

measurement.

Building

2.5%

Embedded derivatives are measured separately if they

Fixtures and installations

10%

meet the following characteristics:
• There is no close relationship between the economic

Equipment, furniture and fittings, etc.:
• furniture and fittings, etc.

10%

characteristics and risks of the embedded derivative

• office equipment

20%

and those of the host contract.

Computer equipment

20%

Cars

20%

• The host contract is not carried at fair value through
profit or loss.
• A separate instrument having the same characteristics

Land is not depreciated.

would be classified as a derivative.

An asset’s residual value, useful life and measurement

Derivatives meeting these conditions are included in the

methods are reviewed and adjusted, if appropriate, on an

balance sheet under the host contracts to which they

annual basis.

belong and carried at fair value, with changes in value
being taking to profit or loss. Contracts are assessed only

Derivatives

when the transaction is effected, unless the terms of a

A derivative is a financial instrument with the following

contract change such that expected cash flows are

three characteristics:

significantly impacted.

• The value changes as a result of changes in market
financial instrument, exchange rates, creditworthiness

Banks, funds entrusted, debt securities and
subordinated debt

or other variable (the underlying value).

All loans under banks, funds entrusted, debt securities

factors, such as a certain interest rate, the price of a

• No net initial investment or only a minor net initial

and subordinated debt are initially recognised at the fair

investment is required in comparison with other types

value of the consideration received, less directly

of contracts that respond in a similar way to changes in

attributable transaction costs. After initial recognition,

the market factors mentioned.

interest-bearing loans are subsequently stated at

• It is settled at a future date.

amortised cost using the effective interest method. Gains
and losses are recognised in net interest income when the

Derivatives are initially recognised at fair value on the date

liabilities are derecognised.

on which a derivative contract is entered into. Any
and the value under the bank’s measurement models are

Employee benefits - defined benefit plan
obligations

amortised over the instrument’s term. Derivatives are

Pursuant to Dutch Accounting Standard 271 on Employee

subsequently remeasured at fair value including accrued

Benefits, NWB Bank applies the IFRS-EU standard on

interest. Derivatives are carried as assets when their fair

pensions and other post-retirement benefits (IAS 19) in

value is positive and as liabilities when their fair value is

full. From 1 January 2020, active employees became part

negative. Any gains or losses arising from changes in fair

of a defined contribution plan. A defined contribution

value on derivatives are recognised in profit or loss under

pension plan is a scheme in which the employee's pension

the item results from financial transactions. Generally

contribution (rather than the payment) is defined.

discrepancies between a financial instrument’s fair value

25
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The pension plan for inactive employees concerns a

profit is available against which the deductible temporary

defined benefit plan funded by premiums paid to an

differences can be offset, and the deductible temporary

insurance company based on regular actuarial

differences, carry-forward of unused tax credits and

calculations.

unused tax losses can be utilised.

Netting of financial assets and financial
liabilities

The carrying amount of deferred tax assets is reviewed at

A financial asset and a financial liability are offset and

is no longer probable that sufficient taxable profit will be

reported on a net basis if there is a legally enforceable

available to allow all or part of the deferred tax asset to

right to offset the recognised amounts and if there is an

be utilised. Unrecognised deferred tax assets are

intention either to settle on a net basis, or to realise the

reassessed at each balance sheet date and recognised to

asset and settle the liability simultaneously.

the extent that it has become probable that future taxable

each balance sheet date and reduced to the extent that it

profit will allow the deferred tax asset to be recovered.

Revenue recognition
Revenue is recognised if it is probable that the economic

Deferred tax assets and liabilities are measured at the tax

benefits will flow to NWB Bank and the revenue can be

rates that are expected to apply to the year when the asset

reliably measured.

is realised or the liability is settled, based on current tax
rates and tax laws.

Net interest income
Interest income and expenses are recognised in the

Deferred tax assets and liabilities are netted if a right to

income statement using the effective interest method. The

offset them exists.

application of this method includes the amortisation of any
discount or premium or other differences (including

Bank tax and resolution levy

transaction costs and applicable commissions) between

The bank tax and resolution levy are accounted for as soon

the initial carrying amount of an interest-bearing

as all conditions of the government levies have been met.

instrument and the amount at maturity, based on the
effective interest method.

Income tax

Basis for preparation of the statement of cash
flows
The statement of cash flows is presented in accordance

Income tax is recognised as an expense at the same time

with the indirect method, distinguishing between the cash

as profit. Deferred tax assets and deferred tax liabilities

flows from operating/banking, investing and financing

are stated on an undiscounted basis.

activities.

Current tax assets and liabilities

Cash and cash equivalents represent assets which can be

Current tax assets and liabilities for the current and prior

converted into cash without restriction, including the cash

periods are stated at the amount expected to be recovered

available as well as balances payable on demand at banks

from or paid to the Dutch Tax and Customs Administration.

and central banks.

The tax payable is calculated on the basis of current tax
rates and tax laws.

The changes in loans and receivables, funds entrusted and
those based on banks are stated under cash flows from

Deferred tax assets and liabilities

operating/banking activities, given the nature of the

Deferred tax assets are recognised for all deductible

operations.

temporary differences, carry-forward of unused tax
credits and unused tax losses, if it is probable that taxable

26
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Investing activities include the purchase and sale and

Other developments

settlement of interest-bearing securities, as well as the

As part of the benchmark reform, in which reference

purchase and sale of property and equipment. Both

interest rates change, CCPs adjusted the Price Alignment

long-term loans (terms > 1 year)

Index (PAI) for centrally cleared interest rate derivatives

and short-term loans (terms < 1 year) taken out and repaid

from Eonia to €STER in July 2020. The PAI is the index

are classified as a financing activity.

used to discount future cash flows in order to determine
the market value of derivatives and collateral. The bank

Segment information

completed this transition in July.

As the bank’s organisation is not geared towards
operations in different sectors, NWB Bank does not
distinguish between operating segments in its
assessment and decision-making about returns and the
allocation of resources. Accordingly, no segment
information is disclosed in this half-year report.

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 to the measurement of
financial assets and financial liabilities stated at fair value.
particularly to the measurement of derivatives.
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NOTES TO THE STATEMENT OF
INCOME
1 NET INTEREST INCOME
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 the 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 expenses 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
of 2020

First half
of 2019

709,382

733,550

1,527

7,866

610

203

10,947

10,261

Interest income

722,466

751,880

Interest expense on banks, funds entrusted, hybrid capital and debt securities at amortised
cost

187,450

227,358

Derivatives (net interest income/expense)

340,332

356,286

88,644

64,247

Interest expense

616,426

647,891

Net interest income

106,040

103,989

Interest income on cash, cash equivalents and deposits at the Central Bank, banks and on
loans and receivables at amortised cost
Interest income on interest-bearing securities
Commission
Negative interest expense

Negative interest income

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.

28
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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 offset the fair value changes caused by interest rate fluctuations.
The results from financial transactions can be broken down as follows:
First half
of 2020

First half
of 2019

-5,463,781

-5,252,714

5,461,182

5,250,017

Macro-hedge accounting ineffectiveness

-2,599

-2,697

Micro-hedge accounting ineffectiveness

-1,349

-660

Total hedge accounting ineffectiveness

-3,948

-3,357

-21,922

-22,023

-128

-1,476

-2,044

4,571

2,978

-3,000

-6,299

-3,351

-31,363

-28,636

Changes in the fair value of derivatives included in macro-hedge accounting
Revaluation of financial assets and liabilities included in macro-hedge accounting

Other changes in the fair value of restructured derivatives included in hedge accounting
Changes in the fair value of derivatives not included in hedge accounting
Change in counterparty credit risk (CVA/DVA)
Results from maturity extensions and early redemptions
Other fair value changes
Total

In 2020, the bank began investing in Green pass-through NHG RMBS (Residential Mortgage-Backed Securities), which
are hedged by interest rate derivatives. The bank uses fair value hedge accounting for this purpose. The result of this
is included under the item ‘Macro hedge accounting ineffectiveness’.
The other changes in the fair value of restructured derivatives included in hedge accounting were caused by the
restructuring of the derivatives portfolio on several occasions in the past with a view to managing the interest rate risk
position. This negative result is attributable to the amortisation of the value accumulated in the past on the basis of
hedge accounting. As a result, the restructuring of the derivatives portfolio has a favourable effect on net interest
income (due to 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.
The fair value of the financial instruments when applying hedge accounting is €31,924 million as at
30 June 2020(31 December 2019: €24,897 million) on the assets side of the balance sheet and €23,141 million as at
30 June 2020 (31 December 2019: €16,648 million) on the liabilities side.
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NWB Bank borrows significant amounts in foreign currencies. The associated risks are immediately and fully hedged
by currency swaps. The currency risks incurred by NWB Bank are minimal.

3 RESOLUTION LEVY
Under the Bank Recovery and Resolution Directive (BRRD), the bank is required to pay a resolution levy.
As a result of an adjusted method for calculating the base, a refund was granted in 2020 with retroactive effect for the
years 2016 to 2018. The total amount to be received in 2020 of €8.6 million consists of €15.4 million restitution and a
€6.8 million levy for the financial year 2020. The total amount of €8.6 million has been credited to the result.
The levy for the year 2019 was paid to the Single Resolution Fund and amounted to €6.2 million. Of this amount,
€0.9 million was paid in the form of Irrevocable Payment Commitments and €5.3 million was charged to the profit.

4 INCOME TAX
First half
of 2020

First half
of 2019

Profit before income tax

66,624

57,296

Income tax at 25.0%

16,656

14,320

Non-deductible expenses relating to AT1 Capital

1,169

1,165

Minimum capital rule banks (thin cap rule)

9,354

-

Income tax expense

27,179

15,485

Effective tax rate (%)

40.8%

27.0%

A minimum capital requirement for banks will apply (‘thin cap rule’) from the financial year 2020 onwards. The thin cap
rule limits the interest deduction for corporate income tax if the leverage ratio is lower than 8%. As a result of the
adjustment of the Capital Requirement Regulation (CRR), which will apply as of 28 June 2021, whereby promotional
loans are not included in the exposure of the leverage ratio, the bank’s leverage ratio meets the 8% requirement.
However, the reference date for the leverage ratio is 31 December preceding the (fiscal) financial year. The inclusion
of the adjustment to the CRR as at 28 June 2019 is not expected to be implemented in the regulatory reports until later
(28 June 2021). The bank has therefore recognised an expense under the scheme for the first half-year.
As a result of the thin cap rule and the limitation of the tax deductibility of Additional Tier 1 capital, the effective tax
burden is higher than the notional rate of 25%.
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NOTES TO THE BALANCE SHEET
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
2020

31 December
2019

69,962,764

61,405,014

-797

-

69,961,967

61,405,014

Newly granted long-term loans

3,898,247

8,496,771

Newly granted short-term loans

5,087,339

8,315,282

-7,875,778

-14,435,722

5,784,896

6,165,552

-42,878

15,867

-1,121

-

76,812,672

69,962,764

As at 31 December
Change in accounting policies Expected Credit Loss
As at 1 January

Redemptions
Value adjustment for fair value hedge accounting
Value adjustment for separated derivatives embedded in loans and receivables
Expected Credit Loss
Total

A provision for uncollectibility went into effect in 2020 based on the Expected Credit Loss method of IFRS 9, in which
the comparative figures have not been adjusted according to regulation. This is explained in more detail in the
'Expected Credit Loss' section.

6 INTEREST-BEARING SECURITIES
This item can be broken down as follows:
30 June
2020

31 December
2019

Interest-bearing securities held to maturity

3,828,103

1,929,421

Other listed interest-bearing securities

1,017,639

930,747

Other unlisted interest-bearing securities

1,977,957

1,850,905

Total

6,823,699

4,711,073

In 2020, the bank began investing in Green pass-through NHG RMBS (Residential Mortgage-Backed Securities), in line
with the third pillar of its strategy as a ‘financing partner that can enhance sustainability in the Netherlands’. The bank

31

H A L F - Y E A R R E P O R T 2020 |

HEADLINE FIGURES

REPORT OF THE MANAGING BOARD

HALF-YEAR FIGURES

aims to help reduce mortgage costs for owners of sustainable homes with a national mortgage guarantee. The
€322 million investment is included under the item ‘held to maturity’. The provision of mortgages in these NHG RMBS
was still in the start-up phase in late June and, for that reason, no interest income has been recognised to date.
A provision for uncollectibility will be implemented based on the Expected Credit Loss method of IFRS 9, in which the
comparative figures have not been adjusted according to regulation. This is explained in more detail in the ‘Expected
Credit Loss’ section.

7 DERIVATIVE ASSETS
This item consists of interest rate swaps and currency swaps, caps, floors and swaptions. These products are carried
at fair value, including accrued interest. Generally accepted valuation models are applied, based on the most
appropriate valuation curves, including the OIS curve. In the breakdown of derivatives below for 30 June 2020,
derivatives totalling €80,549 (2019: €112,729) were not included in hedge accounting.
Breakdown by remaining term to maturity of fair values as at 30 June 2020 and 31 December 2019, respectively:
<3 months

3-12 months

1-5 years

>5 years

Total

17,534

40,869

253,655

2,253,429

2,565,487

137,543

117,931

611,456

1,311,521

2,178,451

-

24

-

1,104,797

1,104,821

155,077

158,824

865,111

4,669,747

5,848,759

4,844

22,783

359,450

1,983,132

2,370,209

176,372

118,819

496,026

1,086,765

1,877,982

-

-

-

877,220

877,220

181,216

141,602

855,476

3,947,117

5,125,411

2020
Interest rate swaps
Currency swaps
Caps, floors and swaptions
Total 2020
2019
Interest rate swaps
Currency swaps
Caps, floors and swaptions
Total 2019
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8 BANKS
This item comprises liabilities, other than embedded debt securities, due to domestic and foreign banks.
This item can be broken down as follows:
30 June
2020

31 December
2019

-

181

6,013,416

742,468

Value adjustment for fair value hedge accounting

102,503

53,126

Liabilities under collateral arrangements

657,074

833,389

1,147

16,926

6,774,140

1,646,090

Balances payable on demand
Loans taken out at banks

Exposure Central Clearing
Total

The collateral included in this item concerns collateral held under collateral arrangements related to derivative
contracts. The Exposure Central Clearing item comprises the balance of the daily offset of the derivatives against the
collateral received or paid with central counterparties.
The ‘Loans taken out by banks’ item includes the bank’s participation in a Targeted Longer-Term Refinancing
Operation (TLTRO III.4) implemented by the ECB. The duration of the participation is until 28 June 2023 (with the option
of interim early redemptions) and is an operation of the Eurosystem to provide funding to banks to support their
expansive policy.
The remuneration on the recognised amount under the TLTRO is determined retrospectively and depends on the
extent to which the conditions have been met. An important condition is the degree to which the bank provides loans
to non-financial corporations and households, other than mortgages. The retroactive interest rate is -1% or -0.5% on
the amount drawn down, or lower if the ECB were to further lower the deposit interest. The bank expects to meet the
conditions as at the reporting date, thereby achieving a percentage of at least -1%.
This means the bank can provide loans at an attractive rate and thus help keep the costs for the public sector as low
as possible.

33

H A L F - Y E A R R E P O R T 2020 |

HEADLINE FIGURES

REPORT OF THE MANAGING BOARD

HALF-YEAR FIGURES

9 DEBT SECURITIES
This item consists of negotiable interest-bearing debt instruments and can be broken down as follows:
30 June
2020

31 December
2019

Bonds

58,691,607

54,249,594

Short-term debt securities

18,410,490

15,795,241

5,074,817

3,236,799

13,893

7,273

82,190,807

73,288,907

Value adjustment for fair value hedge accounting
Fair value of separated derivatives embedded in loans and receivables
Carrying amount as at 30 June

Issue, repurchase and repayment of debt securities
In the first half of 2020, bond loans were issued for an amount of €9,015 million (first half of 2019: €4,667 million) and
repaid for an amount of €4,130 million (first half of 2019: €5,876 million). In addition, the change in bond loans
concerns the currency revaluation and the change allocated to accrued interest.
In the first half of 2020, short-term debt securities were issued for an amount of €54,987 million (first half of 2019:
€69,994 million) and repaid for an amount of €52,157 million (first half of 2019: €69,146 million). In addition, the
change in short-term debt securities concerns the currency revaluation and the change allocated to accrued interest.
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10 DERIVATIVE LIABILITIES
This item consists of interest rate swaps and currency swaps, caps, floors and swaptions. These products are carried
at fair value, including accrued interest. Generally accepted valuation models are applied, based on the most
appropriate valuation curves, including the OIS curve. In the breakdown of derivatives below for 30 June 2020,
derivatives totalling €187,569 (2019: €84,906) were not included in hedge accounting.
Breakdown by remaining term to maturity of negative fair values as at 30 June 2020 and 31 December 2019:
<3 months

3-12 months

1-5 years

>5 years

Total

3,908

27,621

206,696

14,368,524

14,606,749

293,632

80,819

259,644

223,871

857,966

-

190

-

1,100,168

1,100,358

297,540

108,630

466,340

15,692,563

16,565,073

19,341

26,453

234,873

10,573,854

10,854,521

125,279

9,702

236,435

200,044

571,460

32

-

344

871,922

872,298

144,652

36,155

471,652

11,645,820

12,298,279

2020
Interest rate swaps
Currency swaps
Caps, floors and swaptions
Total 2020
2019
Interest rate swaps
Currency swaps
Caps, floors and swaptions
Total 2019
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OTHER NOTES TO THE HALF-YEAR
FIGURES
11 EXPECTED CREDIT LOSS
Starting 1 January 2020, NWB Bank will use the option to apply the ‘expected loss impairment methodology’ of IFRS 9.
Given the risk profile of NWB Bank’s counterparties, until 2020, there was no provision for uncollectible receivables in
the incurred loss model. The scope of the new impairment risk system is greater and the calculations by definition lead
to a provision. It should be noted that the majority of the bank's exposures are guaranteed by the government. As a
result, there is liminted credit risk.
The table below depicts the course of the expected credit loss:

(in thousands of euros)

First
application
01-01-2020

First half
of 2020

Total

-797

-1,121

-1,918

-2

-9

-11

-799

-1,130

-1,929

Loans and receivables
Interest-bearing securities
Total

The amount arising from the initial application has been charged to other reserves and the amount of the change
during the financial year has been charged to the statement of income. In the context of the COVID-19 situation, the
bank reassessed and reassimilated the macroeconomic parameters in the Expected Credit Loss (ECL) model. Based
on current information, there has been an increase in credit risk, which is reflected in an increase in the ECL.
No change took place as a result of deterioration in creditworthiness (‘staging’).
Impairment of loans and receivables and interest-bearing securities
The following table provides a specification of the loans and receivables and interest-bearing securities (both already
provided and still to be provided) to which the ECL model is applied. It should be noted that this analysis does not take
into consideration any potential guarantees.
Stage 1: This concerns the performing exposures without a Significant Increase in Credit Risk (SICR) since the starting
date.
Stage 2: These are the performing exposures with a significant increase in credit risk since the starting date.
Stage 3: These are the non-performing exposures that are credit impaired.
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as of 30 June 2020
(in thousands of euros)

Loans and receivables
Interest-bearing securities
Total

as at 1 January 2020
(in thousands of euros)

Loans and receivables
Interest-bearing securities
Total

HALF-YEAR FIGURES

Gross
carrying
amount

Performing
Stage 1

Performing
Stage 2

NonPerforming
Stage 3

80,722,971

80,124,672

598,299

-

6,108,944

6,108,944

-

-

86,831,915

86,233,616

598,299

-

Gross
carrying
amount

Performing
Stage 1

Performing
Stage 2

NonPerforming
Stage 3

73,454,791

73,279,893

174,898

-

3,710,550

3,710,550

-

-

77,165,341

76,990,443

174,898

-

At the end of June 2020, an exposure amounting to €9 million (2019: €9 million) was classified as performing forborne.
This exposure is part of the exposures in Stage 2. The irrevocable commitments have a limited impact on the table above.
Analysis of the ‘performing exposures’ according to default date
The table below shows the amounts that have defaulted but have not been received yet at reporting date, which have
not been included in Stage 3.

(in thousands of euros)

Less than or equal to 30 days

30 June
2020

1 January
2020

1,513

3,424

-

-

1,513

3,424

Greater than 30 days and less than or equal to 60 days
Total

Parameters and assumptions used
The ECL of a financial asset is determined on the basis of 12 months or its entire term, depending on whether there
has been a significant increase in credit risk. The total ECL is determined based on the product of the Probability of
Default (PD), Loss Given Default (LGD) and Exposure at Default (EAD), discounted to reporting date.
Probability of Default (PD)
The PD is used to determine the ECL and the SICR. The bank has developed PD models for its lending for which no
external rating is available, which are largely based on expert judgement combined with accepted mathematical
techniques.
Loss Given Default (LGD)
The LGD concerns the loss in case of non-payment. The majority of the bank’s portfolio consists of loans guaranteed
by the Dutch government.
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Exposure at Default (EAD)
The EAD concerns the expected value of the exposure at the moment when the counterparty defaults. This value
includes the principal amount, the accrued interest, the premium/discount, the value adjustment resulting from the
application of fair value hedge accounting and any amount due but not yet received. The effect of potential early
redemptions is minimal and therefore not included in the EAD.
Staging and Significant Increase in Credit Risk (SICR)
To determine the ECL, classification according to the three stages and the increase in credit risk are important for
determining the ECL.
In principle, an exposure goes from Stage 1 to Stage 2 when one of the following criteria is met:
1.

A loan claim has been outstanding for more than or equal to 30 days;

2.

There is a significant increase in the credit risk. There is a significant increase in credit risk if an internal rating
limit has been exceeded;

3.

Other qualitative indicators including information from a credit rating agency, the qualification of an exposure as
forborne or if an exposure is on the internal watch list.

In principle, an exposure goes to Stage 3 when there is credit impairment. This can occur when a substantial loan claim
has been outstanding for more than 90 days or on the basis of qualitative criteria such as bankruptcy or information
from a credit rating agency. If the creditworthiness improves and the exposure no longer meets the above criteria, it
can move from Stage 2 back to Stage 1 (with a probation period of two years) or from Stage 3 back to Stage 2 (with a
probation period of one year).
A sensitivity analysis will not have a material impact on the provision.
Macro-economic variables
Macro-economic variables are taken into account for the determination of the ECL. This takes into account
forward-looking developments that may affect potential credit losses. The macro-economic variables taken into
consideration are unemployment and inflation. A sensitivity analysis will not have a material impact on the provision.
The following specification provides an overview of the macro-economic variables and the percentages used in the
base scenario.

Macro-economic variable

Year

Unemployment

2020

4.38

3.84

2021

4.35

3.85

2022

4.35

3.85

2020

0.66

2.02

2021

1.89

2.03

2022

1.87

1.99

Inflation
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The following specification provides an overview of the macro-economic variables and the weightings assigned to them.

Macro-economic variable

Unemployment

Inflation

Scenario

Weighting as at Weighting as at
30 June 2020 1 January 2020

Base scenario

0.50

0.50

Upward scenario

0.25

0.25

Downward
scenario

0.25

0.25

Base scenario

0.50

0.50

Upward scenario

0.25

0.25

Downward
scenario

0.25

0.25

12 DIVIDEND
On 27 March 2020, the ECB issued a recommendation to banks to refrain from paying dividends until at least
1 October 2020. This was prompted by the COVID-19 pandemic and the uncertainties it has created for banks and the
economy. Although aware of NWB Bank's special character as a national promotional bank, and a dividend payment
to public shareholders would help counter the economic consequences of COVID-19 without affecting the bank's
lending ability, it was decided to follow the recommendation. The bank's shareholders agreed with this during the
Annual General Meeting of Shareholders on 16 April 2020. They subsequently decided that the dividend will be paid out
as soon as possible after 1 October unless there are unforeseen developments, which would make the payout unlawful
or irresponsible for the bank. On 27 July 2020 the ECB issued a recommendation to all banks under its supervision to
extend the deferment until 1 January 2020.
The dividend proposed in the 2019 financial statements for the financial year and adopted by the Annual General
Meeting of Shareholders on 16 April 2020 amounts to €55 million and has been recognised in other reserves.
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13 TIER 1 CAPITAL RATIO
NWB Bank applies the Standardised Approach (SA) in calculating risk-weighted assets.
30 June
2020

31 December
2019

1,740

1,701

Intangible assets

-6

-5

Prudential filters

-9

-5

1,725

1,691

321

320

2,046

2,011

2,674

2,265

Capital requirement pursuant to CVA (SA)

687

639

Weighted operational risk (SA)1)

361

373

3,722

3,277

55%

61%

Equity excluding profit for the current financial year

CET 1 capital
Additional Tier 1 capital
Tier 1 capital (A)
Weighted credit risk (SA)1)
1)

Risk-weighted assets (B)
Tier 1 ratio (A/B)
1)

Standardised Approach

If the profit for the current financial year is taken into account, the bank’s Tier 1 capital ratio was 56% at the end of
June and 63% at year-end 2019.

14 EVENTS AFTER THE BALANCE SHEET DATE
There were no important events after the balance sheet date that require clarification.
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GLOSSARY
CET 1 capital ratio

Net Stable Funding Ratio

The bank’s core capital, expressed as a percentage of its

The Net Stable Funding Ratio (NSFR) aims to determine

total risk-weighted assets.

to what degree long-term assets are financed by more
stable forms of funding.

Tier 1 capital ratio
The core capital including the bank’s Additional Tier 1,
expressed a percentage of its total risk-weighted assets.

Cost/income ratio
Operating expenses (excluding bank tax, resolution levy
and Expected Credit Loss) relative to operating income.

Dividend payout ratio
Dividend payout relative to net profit.

Leverage ratio (adjusted for promotional assets)
The ratio between the Tier 1 capital and the (adjusted)
total assets of the bank. The promotional assets are not
included in the total assets.

Leverage ratio (not adjusted for promotional assets)
The ratio between the Tier 1 capital and the (unadjusted)
total assets of the bank. The promotional assets are
included in the total assets.

Promotional asset
A loan granted directly or through an intermediary credit
institution on a non-competitive, non-profit basis by a
public development credit institution or an entity set up by
the central government, regional government or local
government of a Member State of the European Union to
promote the policy objectives of the central government,
regional government or local government of a Member
State.

Liquidity Coverage Ratio
The Liquidity Coverage Ratio (LCR) is an indicator that
shows whether there are sufficient liquid assets to absorb
a 30-day period of stress.
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INDEPENDENT AUDITOR'S REVIEW
REPORT
TO: THE SHAREHOLDERS, SUPERVISORY BOARD AND MANAGING BOARD OF NEDERLANDSE
WATERSCHAPSBANK N.V.
Our conclusion
We have reviewed the condensed interim financial information included in the accompanying half-year financial report
of Nederlandse Waterschapsbank N.V. (‘NWB Bank' or ‘the company’) based in The Hague for the period from 1 January
2020 to 30 June 2020.
Based on our review, nothing has come to our attention that causes us to believe that the interim financial information
of NWB Bank for the period from 1 January to 30 June 2020, is not prepared, in all material respects, in accordance
with the Dutch Accounting Standards 394, ‘Interim Reporting’.
The condensed interim financial statements comprises:
• The statement of income;
• The balance sheet;
• The statement of comprehensive income
• The statement of changes in equity;
• The statement of cash flows;
• The notes comprising of a summary of the significant accounting policies and other explanatory information.

Basis for our conclusion
We conducted our review in accordance with Dutch law, including the Dutch Standard 2410, “Review of interim
financial information performed by the independent auditor of the entity”. A review of interim financial information in
accordance with the Dutch Standard 2410 is a limited assurance engagement. Our responsibilities under this standard
are further described in the Our responsibilities for the review of the condensed interim financial information section
of our report.
We are independent of NWB Bank in accordance with the Verordening inzake de onafhankelijkheid van accountants bij
assurance-opdrachten (ViO, Code of Ethics for Professional Accountants, a regulation with respect to independence)
and other relevant independence regulations in the Netherlands. Furthermore we have complied with the Verordening
gedrags- en beroepsregels accountants (VGBA, Dutch Code of Ethics).
We believe the assurance evidence we have obtained is sufficient and appropriate to provide a basis for our conclusion.
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Emphasis of matter relating to uncertainty about COVID-19
The developments around the COVID-19 pandemic have a profound impact on people, society and on the economy. This
impacts operational and financial performance of organizations and the assessment of the ability to continue as a going
concern. The impact may continue to evolve, giving rise to complexity and inherent uncertainty. NWB Bank is
confronted with this uncertainty as well. The condensed interim financial statements and our review report thereon
reflect the conditions at the time of preparation, including the uncertainty and the impact on significant assumptions
and estimations, that are disclosed in the notes in the COVID-19 notes on page 21 to the condensed interim financial
statements. We draw attention to these disclosures. Our conclusion is not modified in respect of this matter.

Responsibilities of management for the condensed interim financial statements
Management is responsible for the preparation and presentation of the interim financial information in accordance
with the Dutch Accounting Standards 394, ‘Interim Reporting’. Furthermore, management is responsible for such
internal control as it determines is necessary to enable the preparation of the condensed interim financial information
that is free from material misstatement, whether due to fraud or error.
The Supervisory Board is responsible for overseeing NWB Bank’s financial reporting process.

Our responsibilities for the review of the condensed interim financial information
Our responsibility is to plan and perform the review in a manner that allows us to obtain sufficient and appropriate
assurance evidence for our conclusion.
The level of assurance obtained in a review engagement is substantially less than the level of assurance obtained in
an audit conducted in accordance with the Dutch Standards on Auditing. Accordingly, we do not express an audit opinion.
We have exercised professional judgement and have maintained professional scepticism throughout the review, in
accordance with Dutch Standard 2410.
Our review included among others:
• Updating our understanding of NWB Bank and its environment, including its internal control, and the applicable
financial reporting framework, in order to identify areas in the interim financial information where material
misstatements are likely to arise due to fraud or error, designing and performing analytical and other review
procedures to address those areas, and obtaining assurance evidence that is sufficient and appropriate to provide
a basis for our conclusion;
• Obtaining an understanding of internal control as it relates to the preparation of condensed interim financial
statements;
• Making inquiries of management and others within NWB Bank;
• Applying analytical procedures with respect to information included in the interim financial information;
• Obtaining assurance evidence that the condensed interim financial statements agrees with, or reconciles to,
NWB Bank’s underlying accounting records;
• Evaluating the assurance evidence obtained;
• Considering whether there have been any changes in accounting principles or in the methods of applying them and
whether any new transactions have necessitated the application of a new accounting principle;
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• Considering whether management has identified all events that may require adjustment to or disclosure in the
interim financial information;
• Considering whether the interim financial information has been prepared in accordance with the applicable
financial reporting framework and represents the underlying transactions free from material misstatement.
Amsterdam, 28 August 2020
Ernst & Young Accountants LLP

Signed by W.J. Smit
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EXECUTIVE COMMITTEE AND
SUPERVISORY BOARD
EXECUTIVE COMMMITTEE
Lidwin van Velden
Melchior de Bruijne
Ard van Eijl
Frenk van der Vliet

SUPERVISORY BOARD
Joanne Kellermann
Maurice Oostendorp
Petra van Hoeken
Toon van der Klugt
Frida van den Maagdenberg
Annette Ottolini
Manfred Schepers
The Hague, 28 August 2020
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