D.   	 Banks

and stockbroking firms

In 2017, in a continuing low interest rate environment, the SSM focused most particularly on supervising the profitability
of credit institutions and their sensitivity to interest rate movements, notably on the basis of stress tests developed
specifically for that purpose. The results of those tests were also used in the annual risk assessment and quantification
of the necessary capital and liquidity (Supervisory Review and Evaluation Process : SREP). In addition, the SSM finalised
its guidelines on the management of non-performing loans. The implementation of the accounting standard IFRS
9 and the outsourcing of various bank services were likewise accorded priority attention. Finally, the SSM published
its expectations concerning the quality of the Internal Capital Adequacy Assessment Process (ICAAP) and the Internal
Liquidity Adequacy Assessment Process (ILAAP), stressing the need to improve credit institution practices in that sphere.
The Bank participated in all this work via the Joint Supervisory Teams.
At national level, horizontal analyses focused particular attention on interest rate risks, market risks and Belgian
banks’ business models. The Bank also monitored the implementation of the structural reforms aimed at prohibiting
or restricting certain trading activities. Finally, the Bank took note of the recommendations issued by the Optima and
Panama Papers commissions and followed them up.
Developments concerning international banking regulations took place both at global level, with the finalisation of
the “Basel III” regulations by the Basel Committee on Banking Supervision, and at European level with the continuing
negotiations on updating the European banking regulations. At national level, the Bank adapted its rules on the options
and discretions granted to national supervisory authorities. Other points were clarified in the debate on the allocation
of powers between the ECB and the national supervisory authorities.

1. Mapping of the sector and

operational aspects

1.1

Population and classification of Belgian
banks according to the SSM criteria

At the end of 2017, the Belgian banking population
comprised 104 institutions. While the number of Belgian
credit institutions has remained stable, the number of
branches of credit institutions governed by the law of
another member country of the EEA (European Economic
Area) declined by four units.
As explained in the Report 2016 (see section C.1. un‑
der “Prudential regulation and supervision”), the ECB
– via the SSM – exercises direct supervision over all
euro area institutions considered significant (SIs), and is

assisted in that by the national supervisory authorities.
The latter continue to maintain direct supervision over
less significant institutions (LSIs), although the ECB
may take on the direct supervision of those institutions
if that is justified for the consistent application of its
supervision standards.
In the case of the SIs, under the direction of the ECB,
the Bank takes part in 15 Joint Supervisory Teams (JSTs)
which supervise significant Belgian institutions or groups
of institutions, be they Belgian banks owned by a Belgian
parent company, Belgium-based subsidiaries of a nonBelgian parent company subject to the SSM, or banks es‑
tablished in Belgium and owned by a non-Belgian parent
company not subject to either the SSM or the law of an
EEA member country. The group of Belgian LSIs comprises
16 banks (excluding financial holding companies and
financial services groups).
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1.2
Table 23

NUMBER OF INSTITUTIONS SUBJECT TO
THE BANK’S SUPERVISION

Operational aspects

Inspections

(end-of-period data)

2016

2017

Credit institutions . . . . . . . . . . . . . . . . . . . .

108

104

Under Belgian law . . . . . . . . . . . . . . . . .

34

34

Branches governed by the law of an
EEA member country . . . . . . . . . . . . . . .

50

46

Branches governed by the law of a
non-EEA member country . . . . . . . . . . .

8

8

Financial holding companies . . . . . . . . .

6

5

Financial services groups . . . . . . . . . . . .

4

5

Other financial institutions (1) . . . . . . . . .

6

6

Investment firms . . . . . . . . . . . . . . . . . . . . .

33

32

Under Belgian law . . . . . . . . . . . . . . . . .

20

19

Branches governed by the law of
an EEA member country . . . . . . . . . . . .

11

11

Financial holding companies . . . . . . . . .

2

2

The rise in the number of on-site inspections in the bank‑
ing sector since 2015 continued in 2017. Those inspections
mostly concerned significant institutions. In accordance
with the supervision priorities defined by the SSM, the in‑
spections mainly considered the financial risks incurred by
the banks and the organisation of their control functions.
The inspections conducted under the SSM are increasingly
entrusted to joint teams, comprising inspectors from vari‑
ous supervisory authorities belonging to the SSM.
On subjects which do not fall within the ECB’s compe‑
tence, the inspections concerned all institutions placed
under the direct prudential supervision of the Bank. There
was particular emphasis on the prevention of moneylaundering and terrorist financing.
Internal models

Source : NBB.
(1) These are specialist subsidiaries of credit institutions and credit institutions
associated with a central institution with which they form a federation.

Table 24

BELGIAN BANKS GROUPED ACCORDING TO THE SSM CLASSIFICATION CRITERIA

Less significant institutions (LSIs)

Significant institutions (SIs)

Groupe Anbang – Banque Nagelmackers

Belgian parent
Argenta

Byblos Bank Europe

AXA Bank Belgium

CPH

Belfius

Crelan Group (Crelan, Europabank)

Degroof Petercam

Datex Group – CKV group

Dexia (financial holding company)

Dierickx-Leys

KBC Group KBC Banque, CBC

ENI
Euroclear

Non-Belgian SSM-member parent
BNP Paribas Fortis, bpost bank
Groupe CMNE – Beobank, Banque Transatlantique Belgium
ING Group – ING Belgium, Record Bank

VDK Spaarbank

Puilaetco Dewaay Private Bankers
Santander Consumer Bank
Société Générale Private Banking
Non-SSM member parent not governed by the law of
an EEA member country
Bank of New York Mellon

Source : NBB.
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and relevance of the internal models used by SIs to cal‑
culate capital requirements. Among other things, this
project aims to ensure that the internal models conform
to the regulations, to harmonise supervision practices
within the SSM, and to reduce unjustified variations in the
risk-weighted assets.
The first TRIM on-site missions took place in 2017. This
first wave of missions concerned the models for calcu‑
lating credit risk for retail customers and SMEs, and the
models for calculating market risk. Eight missions were
conducted in Belgium in 2017.
As a result of the preparations carried out in 2016, these
missions were based on a common methodology and
uniform inspection techniques which describe the work to
be done on site by all inspection teams. In addition, the
use of common methodologies and techniques permits
comparison of the results of each mission in the SSM.
The SSM produced a “Guide for the TRIM” which spells
out the expectations of the supervisory authorities and
determines a common interpretation of the rules in the
SSM. This stage is a precondition for achieving one of
the TRIM’s objectives, namely the harmonisation of su‑
pervision practices. Thus, the guide will facilitate a more
harmonised approach to the assessments of the models’
quality and their assumptions.
A second wave of missions will take place in 2018
and 2019. As well as completing the missions concerning
market risk calculation models, it will cover the models
used by SIs to calculate the credit risk on portfolios with a
historically low default rate (corporates, financial institu‑
tions, specialised finance).
Belgian structural reforms
The Bank is the competent authority responsible for ensur‑
ing compliance with the rules restricting the trading activi‑
ties of credit institutions (“structural reforms”). The Banking
Law and the Bank’s Regulation dated 1 April 2014 (1) frame
the legislation on structural reforms and establish a pro‑
hibition in principle on proprietary trading, but with a
number of possible exemptions. The structural reforms are
not governed by European law and therefore come under
the supervision of the Bank. Meanwhile, the European
Commission decided to withdraw its proposal for a
Regulation on the subject at European level. Apart from
Belgium, other countries such as Germany, France and the
United Kingdom now have national legislation on structural
reforms of the banking sector.

(1) National Bank of Belgium Regulation of 1 April 2014 on proprietary trading
activities.

The Belgian Banking Law prohibits Belgian credit institu‑
tions which collect deposits or issue debt instruments
covered by the Belgian deposit protection system from
engaging in proprietary trading activities and certain very
high-risk trading activities. However, five categories of
trading activities are still allowed. The first two permis‑
sible trading activities are the provision of investment
services and ancillary services for customers, including
hedging, and the maintenance – on the basis of a con‑
tractual obligation – of a liquid market by continuously
publishing buying and selling prices for a particular type
of transferable security or financial instrument. Trading
operations that constitute effective economic hedging
of the various risks inherent in a financial institution’s
balance sheet are exempt from the prohibition, as are
trading operations connected with sound liquidity man‑
agement, and those resulting from strategic decisions
relating to the management of a sustainable and liquid
investment portfolio for the institution concerned, pro‑
vided all these trading operations meet clearly defined
criteria and standards.
The permitted trading activities are subject to both quan‑
titative and qualitative requirements. A dissuasive capital
surcharge is imposed on financial institutions if the per‑
mitted trading activities exceed one of the quantitative
thresholds laid down in the Regulation. These material‑
ity thresholds consist of a first, volume-based threshold
which stipulates that the sum of the trading assets must
not exceed 15 % of the total assets, and a second, riskbased threshold whereby the sum of the capital require‑
ments for market risk must not exceed 10 % of the total
capital requirements.
In order to monitor the Belgian banking sector’s applica‑
tion of the legislation relating to the structural reforms,
the Bank has conducted horizontal analyses since 2015
on the basis of quantitative and qualitative reporting
tables. At the same time, the Bank conducted a number
of on-site inspections in 2017 to verify compliance with
Belgian law. The reporting obligation combined with
targeted spot checks enable the supervisory authority
to assess general compliance with the legislation on the
structural reforms.
The quantitative reporting data revealed a reduction in
permissible trading operations brought about by the
legislation on structural reforms but also, for example,
by the restrictions resulting from the leverage ratio. That
ratio prompted institutions to take steps to limit deriva‑
tives portfolios, to use bilateral netting, or to settle exist‑
ing derivatives transactions via a central counterparty. All
these measures helped to reduce the risks for the Belgian
banking sector.
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Chart 90

EVOLUTION OF TRADING ACTIVITY RATIOS OF BELGIAN BANKS
(data on a consolidated basis ; in %)
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However, the materiality thresholds defined in the Regulation
do not in any way constrain the trading activities of Belgian
banks. The quarterly reports show that the volume-based
ratio has fallen significantly since 2014. All institutions
respect the permitted threshold of 15 % with a very wide
safety margin. The derivatives position is a key determinant
of that ratio. The volume of derivatives held for trading pur‑
poses was reduced on both the assets and the liabilities side
of the balance sheet in all reporting institutions between
the end of 2014 and the end of 2016. Similarly, the riskbased ratio has maintained a downward trend, on average,
since 2014. Here, too, all institutions respect the permitted
threshold of 10 % with a very large safety margin.
Although the regulatory framework aims to prevent finan‑
cial institutions from expanding their trading activities to
the excessive levels prevailing before the financial crisis,
thus building up certain risks, the Regulation also intends
to provide an adequate margin for the trading activities
necessary to support the economy and to conduct the in‑
stitution’s own management (asset / liability management
and liquidity management).
Optima and Panama Papers commissions
On 7 July 2016, the Belgian Parliament set up a parlia‑
mentary commission to inquire into the causes of Optima
Bank’s bankruptcy and any conflicts of interest between
the Optima group, including its constituent entities, and
the government. The committee of inquiry’s report pub‑
lished on 28 June 2017 successively examines Optima
Bank’s business model and policy, the role of the financial
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supervisory authorities, evaluation of the legislation and
financial supervision instruments, relations between
Optima Bank and the other Optima group companies,
the link between Optima Bank and public entities, and fi‑
nally, the tax fraud inquiry, and particularly the fraud and
money-laundering mechanisms. A key factor in the design
and organisation of the committee’s work was that it had
to take account of the fact that some aspects of the case
formed part of a current judicial investigation.
In its work, the commission of inquiry was able to use
the database which the Bank made available to it in a
data room opened from September 2016 to the end of
June 2017, containing all the Bank’s administrative docu‑
mentation. The Bank also provided detailed written an‑
swers to all requests for clarification and documentation.
In assessing the Bank’s role, the commission of inquiry
analysed the Bank’s action in the light of the information
and supervision instruments available to it at the time
when it had to make choices and take decisions in regard
to Optima. The commission also confirmed the point of
view whereby access to the financial market did not need
to be tightened up to the point where the entry threshold
became prohibitive for new institutions, which are gener‑
ally small entities operating according to specific business
models. Such an approach would mainly benefit existing,
larger institutions, which would continue to expand,
potentially increasing the systemic risk further within the
financial sector. Moreover, in assessing the supervisory
authorities’ role, the commission did not assume that the
purpose of prudential supervision was primarily to prevent

the failure of any financial institution, as that would
favour moral hazard. If supervisors were to adapt a “no
bankruptcies” policy, this could in fact send the banks a
wrong signal in tempting them to consider that, whatever
risks they took, the supervisory authorities and / or the
government would always intervene to prevent a bank‑
ruptcy. Instead, the commission assumed that the impact
of a bankruptcy had to be absorbed by the efficient
functioning of the mechanisms for resolution, liquidation
(possibly via bankruptcy proceedings) and depositors’
compensation in accordance with the rules on the subject.
The Bank took note of parliament’s conclusions and recom‑
mendations, and will cooperate fully in their implementa‑
tion, in the interests of consistency with the recommenda‑
tions made by parliament in the case of the Panama Papers.
Analysis of the recommendations revealed that some of
them concern the practicalities of supervision. Consequently,
when implementing them it is necessary to take account of
the institutional context under the SSM, whereby the ECB
is responsible for the supervision of not only SIs but also
– indirectly – LSIs. Accordingly, the supervision of SIs and
LSIs must be organised as consistently as possible.
In regard to legislation, various initiatives have already
been taken in response to a range of recommendations,
particularly concerning the prevention of money-launder‑
ing and terrorist financing, compliance, “fit and proper”
policies and special schemes. Some recommendations
had already been implemented in anticipation, or may
be implemented fairly soon. Other recommendations do
not require specific monitoring in the light of the existing
supervision framework. Finally, the Bank also looked into
a number of recommendations which will take longer to
implement, e.g. in the sphere of the particular mecha‑
nisms, given that any initiative on these subjects needs the
support of other interested parties.

2. Supervision under the single

supervisory mechanism

2.1

Supervision priorities and risk assessment

The year under review was the third full year of operation
of the SSM, which is responsible for the prudential super‑
vision of the main banking groups operating in Belgium.
During that year, the SSM’s action was essentially based
on risk analysis and developments in the banking sector.
Profitability was still under stress for euro area banks,
owing to cyclical factors such as the low interest rates

in the euro area, significantly eroding the banks’ interest
margin without the volume of lending expanding suf‑
ficiently to offset that, but also structural factors such as
the excessive level of non-performing loans in the banking
sectors of certain countries, and the failure to achieve an
adequate reduction in operating costs. That is the context
in which the SSM defined its priorities for 2018, focusing
its action on various specific spheres.
In 2016, the SSM launched a thematic review of the
banks’ business models and profit sources. That analysis
is based mainly on examination of the business plans and
the measures aimed at adapting the business models to
identified future challenges, notably concerning digitisa‑
tion and outsourcing. That analysis will continue in 2018,
making it easier to detect weaknesses in banks’ profit‑
ability and to assess the adequacy of the measures to be
taken under their strategic plan.
Assessing the sensitivity of interest margins to interest rate
movements is particularly important in a low interest rate
environment and in view of a potential increase in those
rates. During the past year, that analysis was based partly
on the results of a stress test exercise (see box 12 under
“Prudential regulation and supervision”).
One of the factors significantly eroding the profitability of
some European banks and their ability to support the real
economy is still the excessive level of non-performing loans.
In that regard, the SSM finalised its guidance on the man‑
agement of these loans, and asked the credit institutions
to define credible strategies for gradually reducing their
portfolio of non-performing loans. The strategies had to be
defined by institutions with a high level of non-performing
loans compared to the national average. They were submit‑
ted for the approval of the SSM, which examined whether
they were sufficiently ambitious yet realistic, taking account
of the financial and operational capacity of the banks
concerned and the legal and judicial context in which they
operate. In 2018, the SSM will keep a close eye on the
implementation of these measures and their effectiveness.
To supplement its guidance, the SSM also published a con‑
sultation document spelling out its expectations regarding
prudential provisions for non-performing loans. In that con‑
nection, it proposes that, to calculate the prudential capital,
institutions should apply a 100 % provision to the unsecured
part of any loan deemed non-performing for more than
two years, and a 100 % provision to the secured part of any
loan which has been non-performing for more than seven
years, unless the institution can provide objective evidence
that such a level of provision is not justified. The aim of this
rule is to prevent any future increase in the volume of nonperforming loans without adequate cover at levels which are
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unsustainable for the sector. If this level of provision cannot
be demonstrated in the accounts, notably under the IFRS
rules, the institutions concerned will be asked to adjust their
capital accordingly. This prudential provisioning rule will ap‑
ply to loans classed as non-performing after 1 January 2018.
The SSM will issue a proposal at a later stage concerning the
stock of non-performing loans on that date.

– taking account of their business plans and financial plans
– to ensure that they can maintain their regulatory capital
at a level above the total regulatory requirements, including
all the capital buffers. In the case of a severe crisis scenario
(adverse stress test), institutions should also guarantee that
the level of capital remains above the minimum require‑
ments (total Pillar 1 and Pillar 2 requirements).

The SSM also finalised its thematic review on the credit
institutions’ preparations for applying IFRS 9 which comes
into force in 2018 and will have a noticeable impact on
the volume of loan loss provisions (see section D.3.3).

As institutions are also tending to resort to the outsourc‑
ing of many services on a larger scale, partly to reduce
their costs, the SSM launched a thematic review on the
subject aimed at identifying the associated risks, defining
good practice and developing a framework for controlling
these risks. As regards more particularly the developments
concerning digitisation, the SSM drew up its methodol‑
ogy for assessing IT risks, more specifically cyber risk, and
incorporated it in its process for assessing the risks and
quantifying the necessary capital and liquidity (SREP).

The adequacy of risk management and of solvency and
liquidity positions is another constant point for attention,
especially in a period of low profitability implying limited
capacity to generate capital and a potential tendency to
opt for riskier strategies (search for yield).
From that point of view, it is essential for institutions to
have accurate, reliable data in order to identify, measure
and manage their risks properly. In that connection, the
SSM continues to put constant pressure on institutions to
make them respect the international standards of data
quality and aggregation and internal risk reporting.
In addition, the SSM published its specific expectations
regarding the quality of the Internal Capital Adequacy
Assessment Process (ICAAP) and the Internal Liquidity
Adequacy Assessment Process (ILAAP), emphasising the
need for improvement in credit institutions’ practices on
this subject. As regards risk measurement, the SSM expects
institutions to estimate their risks and capital needs both
on an economic basis and with due regard for the regula‑
tory capital requirements. Thus, institutions should be able

The consequences of Brexit will also continue to influ‑
ence the SSM’s activities during 2018. The ECB, working
with the national supervisory authorities, will continue to
examine the plans of banks wishing to relocate some of
their activities currently based in the United Kingdom by
transferring them to the euro area. Particular attention will
focus on the implementation of the policies defined by the
ECB to prevent the licensing in the euro area of banking
entities lacking adequate control over the risks associated
with their activities. The ECB will also monitor the impact of
Brexit on the activities of European banks and the measures
that the banks take to limit the repercussions.
As well as participating in the various activities of the
SSM, the Bank also conducted several specific horizontal
analyses of the Belgian banking sector (see box 11).

Box 11 – Horizontal analyses of the banking sector
The Bank regularly monitors the various risks confronting the banking sector. These general analyses cover subjects
such as developments in credit institutions’ balance sheets, profitability, and solvency and liquidity positions. For
several years now, the Bank has been keeping a close eye on developments concerning the mortgage loan portfolios
of major Belgian banks (see section B.1.). In 2017, the Bank also conducted horizontal analyses on various specific
topics. The analyses concerning banks’ business models and interest rate and market risks are presented below.
Business models
Every year, the Bank conducts a horizontal analysis of the strategic and financial plans of the leading Belgian credit
institutions. That analysis aims to present an overview of the banks’ own expectations regarding the profitability
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of the banking sector, its main activities and any underlying systemic risks. If banks all adopt the same strategy,
the individual measures taken by the banks can in fact lead to significant systemic risks.
As already described (see chapter 3 of the “Economic and financial developments” part of this Report), the
profitability of the Belgian banking sector, though above the euro area average, is currently subject to pressure
from various factors, such as the move initiated during the financial crisis whereby Belgian banks are refocusing
on the domestic market, the resulting fiercer competition, and the low level of interest rates. This pressure on the
underlying profitability of Belgian banks highlights the importance of prospective monitoring of developments to
detect any risks. This analysis shows that the banks expect this pressure to continue for some time yet, but there
are considerable differences of opinion on when they may see profits growing again.

PROFITABILITY FORECASTS IN THE STRATEGIC AND FINANCIAL
PLANS OF THE LEADING BELGIAN BANKS (1)
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Source : NBB on the basis of forecasts produced by the leading Belgian banks.
(1) Forecasts for 2017 to 2020, expressed in relation to actual results in 2016.

The 2017 analysis in fact shows that most institutions expect their net interest income to fall in the coming years.
While the low interest rates encourage new lending, at the same time they result in increasing erosion of the
transformation margin. According to the sector, this downward trend in net interest income would persist even if
the banks manage to boost the expansion of their lending, as most of them expect to do.
However, such an increase in the volume of lending would put substantial pressure on loan pricing. In these market
circumstances, it is therefore necessary to keep a close watch over lending conditions. In their forecasts, the banks
nevertheless expect historically low loan loss provisions, similar to those seen in recent years.
All banks expect to partly offset the loss of interest income by increasing their fee and commission income,
mainly by selling investment funds and services, and insurance products. However, as fee and commission income
is heavily dependent on the market environment, the amount is difficult to estimate. This is why this source of
income is more volatile than traditional interest income.
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In view of the pressure on income and the challenge presented by the entry of new operators, most banks feel obliged
to make substantial reductions in their operating costs, or at least to keep them stable to maintain their profits over
time. In this situation, many banks ultimately predict a gradual – or in some cases considerable – reduction in staff
costs by switching to digital sales channels and making greater use of automation. These developments need to be
closely monitored in view of the risks, particularly the operational risks, that they may entail.
Interest rate risk
Given the low interest rates and the potential consequences either of rates persisting at that low level or of a
possible turnaround, the interest rate risk has been a priority for the supervision of Belgian credit institutions for
a number of years. For this reason, developments in the interest income of Belgian banks and the prudential
indicators of interest rate risk in the banking book have been analysed in more detail over the past few years. In
addition, a horizontal analysis of the ALM (asset and liability management) strategies of several Belgian banks was
launched in 2017 to gain a better understanding of the way in which they address the challenges concerning low
interest rates and the uncertainty over how interest rates will move in the coming years.
Generally speaking, Belgian banks have a relatively large volume of assets on which interest rates are fixed for a
long period, financed mainly by sight deposits and savings deposits. As the broader analysis of the business models
revealed, the low interest rates tend to depress the interest income of the Belgian banks, as deposit interest rates
have reached their floor, while the return on the assets is progressively revised downwards, which is exacerbated
by early redemption of mortgage loans.
In a low interest rate environment, banks may therefore be inclined to increase the duration gap between their
assets and liabilities, boosting their transformation margin and hence their net interest income, if interest rates
remain low. However, a bigger duration gap also makes the banks more vulnerable to an interest rate hike. In that
context, the analysis of the Belgian banks’ ALM strategies aims to gain a better understanding of the decisions
taken in recent years concerning the banks’ positioning in relation to various possible changes in the yield curve,
and the consequences in terms of sensitivity to interest rates. The initial results indicate that Belgian banks pursue
divergent strategies in relation to future interest rate movements.
Market risks
During the period under review, the Bank also conducted a new horizontal analysis of the market risks and credit
valuation adjustment (CVA) (1) risks for the Belgian financial sector.
An annual horizontal analysis is necessary to monitor more accurately how this type of risk is changing. This
exercise, which also serves to establish a benchmark against which the individual findings can be assessed, applies
in the first place to the main banks subject to capital requirements for market risks and CVA, but also applies to
ten smaller credit institutions with limited trading activities, and banks with a specific business model.
During 2016 and the first half of 2017, the financial markets remained positive and relatively calm. On average,
the capital requirement applicable to major Belgian banks for market risks and CVA was only 2.2 % and 2 %
respectively of the total Pillar 1 capital requirement, compared to 84.8 % for credit risk and 8.7 % for operational
risk. The smaller institutions with limited trading activities have a capital requirement for market risk amounting to
just 0.6 % of the total capital requirements. For most large Belgian banks, the capital requirement for market risk
is calculated mainly on the basis of internal models, while smaller institutions use only the standardised approach.
Total exposures reported in the trading books indicate that the largest position is in debt instruments, followed by

(1) Credit valuation adjustment (CVA) risk : risk of loss caused by changes in a counterparty’s credit risk premium due to a change in its credit rating, or in other words in
the market value of the counterparty’s credit risk.
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foreign exchange positions and equity positions. Commodity positions are negligible. The capital requirement for
CVA risk is calculated mainly on the basis of the standardised approach.
In recent years, the scale of the Belgian banks’ trading activities has been greatly reduced. Since the introduction
of the Basel 2.5 methodology for market risk in the fourth quarter of 2011, almost all Belgian banks have seen
a gradual reduction in their capital requirement for market risk. This period featured de-risking and deleveraging
activities, and a decline in demand for more complex commercial products, at a time of relative calm on the financial
markets. The capital requirements for market risk imposed on the banks currently considered significant (SIs) have
fallen considerably over the long term, dropping from around € 2 billion in the first quarter of 2008 to € 690 million
in the second quarter of 2017. The trend in financial assets held for trading purposes has been similar, as over the
same period the proportion of the total assets represented by financial assets held for trading declined significantly,
from an average of 15.3 % in the first quarter of 2007 to 5.3 % in the second quarter of 2017.

THE BELGIAN BANKING SECTOR’S CAPITAL REQUIREMENTS FOR
MARKET RISK
(in € billion, unless otherwise stated)
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2.2

SREP methodology and results

In 2017, banks subject to SSM supervision (SIs) underwent
a new SREP evaluation based on the methodology devel‑
oped in 2015 and the adjustments made in 2016 to take
account of the results of the harmonised stress tests con‑
ducted on the basis of the situation at the end of 2015.
The SSM had taken account of those results in its SREP
decisions when setting an additional target, called the

Pillar 2 guidance (1), on CET1 capital. The Pillar 2 guidance
was meant to ensure that, in a severe crisis, the CET1 ra‑
tio remains above the sum of 5.5 % of the risk-weighted

(1) Unlike the Pillar 2 requirement, the Pillar 2 guidance is fixed in addition to the
amount of CET1 necessary to cover the capital buffer requirements. Failure
to meet that target does not trigger automatic prudential measures such as
restrictions on payment of dividends, variable remuneration or coupons on
AT1 instruments, applicable in the event of failure to comply with the capital
buffer requirements. If a bank does not respect the Pillar 2 guidance, it must
inform the supervisory authority, and the SSM may take prudential measures,
with due regard for the specific circumstances.
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Chart 91

EVOLUTION OF TRADING ACTIVITY RATIOS OF BELGIAN BANKS
(data on a consolidated basis ; in %)
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Source : NBB.

assets plus the amount of the systemic capital buffer
fixed by the FSB for banks classed as global systemically
important groups.
For the 2017 SREP decision, applicable in 2018, and
more particularly for the Pillar 2 guidance, the SSM did

not conduct a full stress test as in 2016, but conducted a
detailed analysis of the interest rate risk sensitivity of the
banks subject to its supervision (see box 12 below). The
results of that exercise led to reductions or increases in
the Pillar 2 guidance of 10 or 25 basis points compared
to the level fixed under the 2016 SREP decision.

Box 12 – Stress test on the interest rate risk for banks
In 2017, as part of its annual stress test exercise, the SSM carried out a stress test on the interest rate risk related
to non-trading book activities (the banking book) of banks subject to the ECB’s direct supervision.
The stress test aimed to obtain additional information on the interest rate sensitivity of the banks’ economic
value of equity and net interest income. The interest rate sensitivity was tested on the basis of six interest rate
scenarios simulating changes in the level and shape of the yield curve : (1) a curve identical to that at the end
of 2016, (2) a steeper curve, with short-term interest rates falling while long-term rates rise, (3) a flatter curve with
short-term interest rates rising and long-term rates falling, (4) a return to the end-2010 curve, becoming steeper
because long-term interest rates are rising more than short-term rates, (5) a parallel 2 % rise in interest rates, and
(6) a parallel 2 % fall in interest rates. The shocks are intended to expose certain sensitivities, but are not a forecast
of future interest rate changes in the euro area. The stress test was a bottom-up exercise, which means that the
banks provided the projections for the interest rate shocks on the basis of their own models.
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On the basis of the stress test results, the SSM concluded that most European banks were managing their interest
rate risk relatively well. The stress test showed that for most banks subject to the ECB’s direct supervision, rising
interest rates would boost net interest income in the next three years, but would reduce the economic value of
the equity. In addition, the stress test showed that most models that banks use to estimate the repricing profile
of deposits with no contractual maturity are based exclusively on a period of declining interest rates and could
therefore present a high model risk. Finally, the stress test confirmed that banks use interest rate derivatives to
hedge interest rate risk exposures and to obtain a specific interest rate profile, and that they take varying positions
in regard to future interest rate changes.
The stress test results and the additional information obtained on interest rate sensitivity are used for the
Supervisory Review and Evaluation Process (SREP), more specifically in regard to the qualitative measures and for
the discussion between the supervisory authority and the banks. In addition, the results are used by the SSM to
adjust the Pillar 2 guidance for banks (see section D.2.).
Altogether, 111 credit institutions took part in the stress tests, including six Belgian institutions. Belgian banks
generally have a specific business model featuring a relatively large percentage of assets with a long repricing
maturity. The assets consist mainly of mortgage loans financed primarily by deposits with no contractual maturity
or repricing date. As a result, Belgian banks have a relatively large duration gap between their assets and liabilities,
and therefore resort to derivatives on a substantial scale to hedge the resulting interest rate risk. However, deriva‑
tives in turn create other risks. Also, the banks are heavily dependent on behavioural models to estimate both
the repricing profile of deposits with no contractual maturity and the early redemption of mortgage loans. That
implies a considerable model risk. Owing to the significant duration gap, the extensive use of derivatives and the
high model risk, Belgian banks’ exposure to interest rate risk in the banking book is greater than the average for
the euro area banking sector, and that is also reflected in the SSM stress test.
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AMOUNT AND STRUCTURE OF THE
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Although 2017 brought no changes in the methodology
for quantifying the Pillar 2 requirements of the SSM’s
Pillar 2 guidance, it should be noted that the European
Commission and the EBA started work on improving the
harmonisation of practices on the subject. Thus, the ECB
methodology could undergo further adjustments in 2018
to take account of the effects of those revisions being

prepared at European level. In 2018, the SREP evaluation
should also take account of the results of the new harmo‑
nised stress test exercise.
In 2016, the adjustments to the SREP methodology had led
to a reduction in the average level of the Pillar 2 require‑
ments, which then came to 2 % of the risk-weighted assets
as opposed to 3.1 % in 2015. As a result, this was similar to
the level imposed by other prudential supervisory authori‑
ties outside the euro area. In 2017, the average level of the
Pillar 2 requirements was stable in relation to 2016. However,
the CET1 ratio threshold – (maximum distributable amount
trigger : MDA trigger) beyond which a bank must restrict the
payment of dividends, variable remuneration or coupons on
additional capital instruments in accordance with European
law – increased as a result of the further phasing in of capital
conservation buffers and systemic risk buffers.
Thus, for Belgian banks subject to SSM supervision, the
average MDA trigger increased from 8.47 % to 9.38 %,
while the Pillar 2 requirements remained more or less
stable at 1.97 % in 2017 compared to 2.03 % in 2016.
The total CET1 capital requirement increased from
10.59 % to 11.11 %, smaller than the rise in the MDA
trigger, reflecting the reduction of the Pillar 2 guidance
from 2.12 % to 1.74 %. That reduction is due mainly to
the fact that the part of the capital conservation and sys‑
temic risk buffers taking effect in 2018 can be offset by a
corresponding reduction in the Pillar 2 guidance, provided
the latter is maintained at a minimum of 1 %.
The Bank conducted a similar exercise for LSIs which, in
contrast to SIs, are subject to the Bank’s direct supervision.
From 2018, that exercise will also be based on the results
of the stress tests developed during the year under review
(see box 13).

Box 13 – Trial stress test exercise for LSIs
In 2017, the Bank conducted a trial stress test exercise for five LSIs, as part of the SSM project for developing a
harmonised, consistent approach for the SREP of euro area LSIs. Three guiding principles were followed during
this exercise. First, the stress test had to be based on a static balance sheet assumption whereby LSIs cannot take
measures to reduce the impact of the shock applied, such as reducing exposures, selling assets or cutting costs.
Next, the main stress factors consisted of higher loan losses, lower net interest income, and – for most LSIs –
losses on the market value of their trading book. Finally, the path of the CET1 ratio had to be simulated over a
three-year period (2017-2019) according to a baseline scenario and an adverse scenario supplied by the ECB. These
two scenarios comprised projections of a number of macroeconomic and financial variables, such as real GDP, the
unemployment rate, property prices and interest rates.

4

198

❙

Prudential regulation and supervision

❙

NBB Report 2017

Since this was a trial exercise, the Bank decided to adopt a top-down approach without collecting prior data from
the institutions. That would make it possible to judge the degree to which the prudential reporting data alone are
an appropriate and sufficient input for such an exercise. In addition, this decision was guided by the fact that also
smaller LSIs will be subject to this stress test in the future, and they do not necessarily have sufficient resources
to devote to such an exercise. The results of the trial exercise proved insufficiently robust for use in determining
the Pillar 2 guidance, both as regards the path of the CET1 ratio over the three-year period and the stress factors
underlying the capital reduction.
For that reason, in preparation for the 2018 exercise, the results of the trial stress test exercise were discussed
with the LSIs to identify the additional information that they could provide about their starting position, and to
judge the relevance of the methodological assumptions used. In parallel with methodology improvements, that
additional information will be used in 2018 in a new stress test exercise for three high-priority LSIs. The results of
that exercise will be used to determine the Pillar 2 guidance in the context of the 2018 SREP.

3. Regulatory aspects

3.1

International regulations

The changes in international banking regulations at global
level are marked by the finalisation of the “Basel III” regu‑
lations by the Basel Committee on Banking Supervision
and at European level by the ongoing negotiations on an
update of the European banking regulations. The sections
below present the salient points on these two subjects.

3.1.1

Final Basel III agreement

The 2016 Report gave a detailed account of the work of
the Basel Committee on Banking Supervision concerning
completion of the Basel III package, with reforms of the
regulatory standards for the banking sector. Apart from
the set of Basel III standards already finalised, including
the increase in the quality and level of the regulatory
capital requirements and the introduction of harmonised
liquidity ratios, a leverage ratio, and macroprudential
buffers in addition to the minimum requirements, the
Committee continued to work on strengthening the
credibility of the denominator of the risk-weighted
capital ratio. The revision of the calculation of this
denominator, namely the risk-weighted assets, would
then complete the Basel III reforms. In that context,
the Committee worked on revising the standard ap‑
proach for the calculation of the risk-weighted assets,
an approach which does not use internal models, and
restricted the use of internal models for certain types of
risks. For other types of risks, the use of internal models
was made subject to additional conditions. For instance,

the regulations specify the use of an output floor setting
a minimum level for the capital requirements calculated
on the basis of internal models, a level which should be
no less than a set percentage of the capital requirements
as calculated according to the standard approach. That
should improve the comparability of capital require‑
ments determined on the basis of internal models, and
prevent any undue use of those models. These reforms
will be phased in. A final agreement on the subject, rati‑
fied in December 2017, provides for the introduction of
a 72.5 % output floor from 2022. The increase in the
capital requirements resulting from the new framework
is capped for the first five years at 25 % for individual
banks. Completion of these reforms could mark the
beginning of a pause in regard to international bank‑
ing regulations. For European banks, however, these
standards have yet to be transposed into European
legislation before they enter into force. The revision of
the European banking regulations discussed in the next
section therefore does not yet include that transposition.
In 2017, the Basel Committee on Banking Supervision
also continued to examine the preferential treatment of
sovereign exposures with regard to the calculation of
capital requirements. In this context, the Committee pub‑
lished a discussion paper setting out a number of ideas
on the subject, ranging from abolition of the national
discretionary power permitting preferential treatment of
these exposures, and introduction of additional capital
requirements when set concentration limits are exceeded,
to increased transparency on the part of banks concerning
their exposure to public sector counterparties. However,
in view of the impact of such treatment on the govern‑
ment bond markets and on government funding costs,
any change in that approach must be carefully considered.
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3.1.2

Adjustments to the European banking
regulations (CRR 2 and CRD V)

At the end of 2016, the European Commission published
its proposals on adjustments to the European banking
regulations, comprising the directly applicable Capital
Requirements Regulation (CRR), as well as the Capital
Requirements Directive (1) (CRD) to be transposed into
national law by the Member States. These proposals aim
to implement some additional elements of the Basel III
package for European banks, such as the second Basel III
liquidity standard, a long-term liquidity ratio (net stable
funding ratio, NSFR), and the leverage ratio imposing a
minimum capital requirement based on the size of the in‑
stitution’s assets and some of its off-balance-sheet items.
The proposals also make provision for new methods of
calculating the capital requirements for market risks and
counterparty risks in the risk-weighted capital ratio, and
measures to increase proportionality in the application of
the banking regulations by limiting the burden of report‑
ing and disclosure for smaller institutions. The texts also
include far-reaching proposals on the replacement of the
capital and liquidity requirements for local subsidiaries
of EU banks, substituting guarantees provided by the
EU-based parent company. Finally, the proposals concern
adjustments in the Pillar 2 approach of the supervisory
authorities and define the details of the TLAC require‑
ment for global systemically important institutions (see
chapter 2 of the “Prudential regulation and supervision”
part of the Report 2015). The European institutions will
endeavour to finalise these adjustments to the Directive
and the Regulation by the end of 2018.

(1) Directive 2013 / 36 / EU of the European Parliament and of the Council
of 26 June 2013 on access to the activity of credit institutions and the
prudential supervision of credit institutions and investment firms, amending
Directive 2002 / 87 / EC and repealing Directives 2006 / 48 / EC and 2006 / 49 / EC.

However, during the year under review, the Member States
and the European Parliament have already agreed to fasttrack certain elements of that proposal. First, this concerns
transitional measures aimed at ensuring that the entry into
force of the new international accounting standards on the
treatment of expected loan losses (IFRS 9) has a gradual
impact on the banks’ regulatory capital. Section 3.3 of this
chapter gives more details on those transitional measures.
Next comes the creation of a new category of debt instru‑
ment (Non-Preferred Senior debt) in the creditor hierarchy,
which ranks immediately senior to the subordinated instru‑
ments issued by banks. The issuance of these instruments
is intended to strengthen the level of risk-absorbing debt
(MREL) in the banking sector and to facilitate possible
resolution. The new debt instrument category introduced
in Belgium was explained in detail in chapter C.
The reforms of the banking regulations are a key ele‑
ment in the European Commission’s policy development
programme for the completion of the Banking Union.
The adjustments to the banking regulations should lead
to further risk reduction in the European banking sector,
and should relaunch the associated negotiations with a
view to the further deepening of the European agree‑
ments on burden-sharing in the event of certain risks
materialising in European banks, via the establishment of
a European deposit guarantee scheme and a mechanism
providing adequate finance for the European Resolution
Fund (risk-sharing). In that context, box 14 describes the
elements that the European Commission listed in a recent
Communication on its vision for the completion of the
Banking Union, as well as the consequences of a Banking
Union that is still incomplete with regard to the need for
both capital and liquidity buffers at the level of Belgian
subsidiaries of European banking groups and the required
supervision of those Belgian subsidiaries.

Box 14 – Completing the Banking Union
The Banking Union is still incomplete. The introduction of a single supervision and single resolution of significant
credit institutions by the SSM and the SRM respectively still has to be supplemented by the adoption of a third
pillar comprising a single deposit guarantee scheme, and by development of a guarantee mechanism that provides
sufficient funding for the SRF.
During the year under review, the European Commission published a report on the subject (1) setting out its ambition
of concluding new agreements on the completion of the Banking Union by the end of 2018. In this context, the
European Commission aims via the proposed adjustments to the European banking regulations (CRR 2 and CRD V)
(1) European Commission Communication to the European Parliament, the Council, the European Central Bank, the European Economic and Social Committee and the
Committee of Regions on completing the Banking Union, October 2017.
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to unlock the discussions on the European Deposit Insurance Scheme (EDIS) by specifying that, initially, this guaran‑
tee fund can provide liquidity for national systems, and then in a second co-insurance phase, the European system
progressively contributes towards covering national losses in accordance with an allocation key yet to be determined.
In addition, it is necessary to design adequate funding for the SRF, preferably in the form of a credit line from the
European Stability Mechanism (ESM).
At the same time and with regard to a further reduction in the risks of the European banking sector, the
European Commission announced measures to reduce the volume of non-performing loans in certain banks
via an action plan which includes new prudential measures by supervisory authorities, a reform of the national
legislation on bankruptcy, the development of secondary markets for non-performing assets, and incentives for
further restructuring in the banking sector. There are also proposals for defining a specific prudential regime
for investment firms, in order to reduce risks there too. Finally, the Commission envisages proposals aimed at
establishing a framework for sovereign bond-backed securities (SBBS) in order to further diversify the banks’
sovereign bond portfolios and thus break the link between the potential financial problems of governments and
the stability of the local banking sector.
The incomplete Banking Union and the ongoing international discussions on cost-sharing in the event of an inter‑
national banking group getting into difficulties imply that sufficient attention is still needed on the supervision, at
individual level, of large local subsidiaries of such groups. It is also important that those local subsidiaries have suf‑
ficient buffers (in the form of capital, liquidity or a bail-in capacity of the required quality) to cope with unexpected
losses or shocks, or to permit resolution with recapitalisation. The proposals on replacing the capital, liquidity and
MREL requirements applicable to local subsidiaries of EU banks with guarantees provided by the parent company,
as set out in the aforesaid Commission proposals on adjustments to the European banking regulations, must
therefore take due account – in the home / host debate – of the concerns of the host countries, so that systemic
subsidiaries of international banking groups operating in those host countries have sufficient buffers and therefore
do not constitute an excessive risk for financial stability in those countries.

3.2

Belgian regulations

Owing to the increasing harmonisation of the banking
regulations at European level, the Belgian regulatory ac‑
tivities are less extensive than in the past. That being the
case, apart from the Belgian initiative explained in chapter
C concerning the issuance of a new category of subordi‑
nated instruments by the Belgian banking sector, the Bank
made amendments to its Regulation (1) on the national op‑
tions and discretions for national competent supervisors
as laid down by the CRR and the CRD. In 2016, the ECB
– as the competent authority for SIs – largely harmonised
the national options and discretions. In 2017, it recom‑
mended a similar approach for LSIs, prompting the Bank
to amend its Regulation on the subject (2).

(1) National Bank of Belgium Regulation of 4 March 2014 on the implementation of
Regulation (EU) No. 575/2013 of the European Parliament and of the Council of
26 June 2013.
(2) National Bank of Belgium Regulation of 12 December 2017 amending the
National Bank of Belgium Regulation of 4 March 2014 on the implementation
of Regulation (EU) No. 575 / 2013 of the European Parliament and of the Council
of 26 June 2013.

Other relevant clarifications of the institutional framework
in the context of the debate on the allocation of powers
between the ECB and the national supervisory authorities
were made. When implementing the prudential missions
entrusted to it by the SSM Regulation, the ECB applies
the European legislation and its national version. In 2016
and 2017, the ECB worked with the European Commission
to clarify the allocation of powers between the ECB and the
competent national authorities, taking account of the list of
tasks set out in the SSM Regulation, and to determine the
national legislation which can be deemed to be implement‑
ing the EU legislation. In regard to the Belgian Banking
Law in the case of SIs, the clarifications concerned the au‑
thorisation to be granted for strategic decisions (Article 77),
the approval of certain appointments (Article 60), the
consent to be granted for the appointment of approved
auditors (Article 223) and transactions with related parties
(Article 72). It was established that these articles in the
Banking Law come under the microprudential scope and
therefore – in the case of significant institutions – fall under
the jurisdiction of the SSM. An additional clarification was
announced on the subject of covered bonds.
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The national competent authorities retain exclusive re‑
sponsibility for tasks which are not included in the list of
tasks given in the SSM Regulation and which are not es‑
sential to the ECB’s prudential function. Examples include
macroprudential supervision tasks, regulations on struc‑
tural reforms, and the supervision of external auditors.

3.3

Accounting and governance

3.3.1

Implementation of IFRS 9 “Financial
instruments”

Since 1 January 2018, IFRS 9 (International Financial
Reporting Standard 9) has replaced IAS 39, in force up
to that date. The new standard introduces significant
changes in regard to loan loss provisions (impairments),
which from now on must be valued on the basis of an
expected loss model, while IAS 39 prescribed an incurred
loss model. To assess the effect of this new standard and
the implementation difficulties that it could cause, the
EBA conducted two impact studies, the second having
ended with publication of a report in July 2017. The ECB
also conducted a thematic analysis on the implementation
of the IFRS 9 by SIs and, in collaboration with the national
authorities, by LSIs. The EBA and ECB analyses highlight
the importance of good preparation for the entry into
force of this new accounting standard.
One of the main conclusions of these analyses was that
the banks had made progress in implementing IFRS 9, but
that small banks were still lagging behind in their prepa‑
rations, compared to large banks. In addition, it seems
that many banks have lowered their ambitions regarding
parallel runs for IFRS 9 and IAS 39, which could – de‑
pending on the case – prove worrying for the transition.
The banks will use varying data, processes and models to
estimate the expected credit losses, and that could impair
comparability between banks, hence the importance of
the information to be supplied in the notes to the annual
accounts (disclosures). The internal implementation and
validation of the modelled methods of valuing the provi‑
sions remain major points for attention with a view to
rigorous application of the standard. In quantitative terms,
it seems that the main effect of IFRS 9 will be to increase
the provisions compared to the current level under IAS
39 (by 13 % on average, according to the EBA study). The
effect on the common equity Tier 1 (CET1) ratio should
on average range between 40 (ECB analysis) and 45 basis
points (EBA analysis). Smaller banks which mainly use the
standardised approach to measure credit risk at prudential
level estimated a bigger impact on their capital ratios than
the large banks.
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In view of the introduction of IFRS 9, the EBA adopted
guidelines on credit risk management practices and on
the recording of expected credit losses. These guidelines
are based on recommendations on the same subject,
published by the Basel Committee in December 2015,
but adapt them to the European context. The EBA guide‑
lines recommend establishing appropriate and prudent
practices, both in credit risk management and in the im‑
plementation and continuing application of the expected
credit loss methods of accounting.
The Bank played an active part in the aforesaid work of
the EBA and the ECB on monitoring the implementation
of IFRS 9. Also, to follow up the EBA guidelines on credit
risk management practices and accounting for expected
credit losses, the Bank published a Circular (1) making
these guidelines applicable in Belgium.
Finally, it should be noted that measures have been
adopted at European level giving institutions the option
of spreading over a five-year period the negative impact
on the regulatory capital resulting from the transition to
IFRS 9 rules on provisioning.

3.3.2

Remuneration policy : horizontal analysis

The Bank traditionally conducts an annual horizontal
analysis on the remuneration policies of significant insti‑
tutions. In the analysis conducted during the year under
review, the main focus was on the subjects mentioned
in the Bank’s Circular dated 10 November 2016 (2), and
on monitoring the Bank’s recommendations issued in the
course of previous analyses.
The findings can be divided into bank-specific conclusions
and more general conclusions or tendencies. In view of the
SSM’s competence in regard to the supervision of individual
significant institutions, the results for the banks concerned
were shared with the JSTs to ensure appropriate monitor‑
ing. The general conclusions are presented below.
As regards “Identified Staff”, the banks made an effort to
improve the documentation on their identification process.
However, they need to demonstrate greater transparency
about the participation of the remuneration committee,
the risk and control functions, the functions supporting
operational activities, and the committees of the statutory
governing body concerned in the identification process.

(1) Circular NBB_2017_26 of 11 October 2017 concerning the EBA Guidelines
of 12 May 2017 on credit institutions’ credit risk management practices and
accounting for expected credit losses.
(2) Circular NBB_2016_44 of 10 November 2016 concerning the EBA Guidelines of
27 June 2016 on sound remuneration policies (EBA / GL / 2015 / 22).

In the case of the ratio between fixed and variable pay, all
the Belgian banks respect the 50 % maximum specified by
the Banking Law. Some banks use “functional” allowances
which lead to a (substantial) real increase in fixed remunera‑
tion. The EBA guidelines of 27 June 2016 on sound remu‑
neration policies set out clear criteria for the allowances
which can be classed as fixed remuneration. The banks need
to improve their remuneration policy in order to increase the
transparency of the terms describing their allowances.
In general, it appears that the banks grant financial in‑
struments within the legally permitted limits. Banks tend
to pay 50 % of the variable remuneration in the form of
financial instruments in the case of both the immediate
part and the deferred part.
The banks are encouraged to apply more varied percent‑
ages and deferral periods. In accordance with the EBA
guidelines, significant institutions should in any case

apply, at least for members of the management body
and senior management effectively running the business,
deferral periods of at least five years. This last rule has not
yet been implemented by all the banks.
In some cases, the role of the risk committee and control
functions concerning remuneration could be improved.
In that connection, the banks should ensure that the risk
committee examines, documents and justifies its assess‑
ment of the remuneration system. The assessment and
discussions should be a recurring annual item on the risk
committee’s agenda.
The same applies to the participation of the control func‑
tions in determining the Identified Staff and in decisions
on the allocation of variable remuneration.
In the light of the results of this horizontal analysis, the
Bank will review the frequency of this exercise.
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