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Research Update:

Netherlands-Based ING Bank 'A/A-1' Ratings
Affirmed On Government Support And ALAC
Review; Outlook Stable

Overview

« W believe the prospect of extraordinary governnent support for Dutch
banks is now uncertain in view of the country's well-advanced and
ef fective resol ution regi ne.

* W are therefore renoving the one notch of uplift for governnent support
that we had previously incorporated in the long-termcounterparty credit
ratings on ING G oup's core operating subsidiary I NG Bank N. V. and the
bank's core subsidiary I NG Bel gi um

« W consider that ING Group has already built up sone additiona
| oss-absorbing capacity (ALAC), but is unlikely to increase its ALAC
above our 5% threshold within a four-year projection period.

 However, we al so recognize a strengthening of ING Bank's intrinsic
creditworthiness, nanely its capital position, and we have raised the
stand-al one credit profile (SACP) by one notch to 'a' from'a-'.

W are therefore affirmng our " A/A-1'" long- and short-term counterparty
credit ratings on I NG Bank, and our 'A-/A-2' long- and short-term
counterparty credit ratings on the non-operating hol ding conpany, |NG
G oep.

* W raised by one notch the issue ratings on subordi nated and hybrid
capital instrunents issued by these entities, inline with the upward
revision of the SACP

» The stable outlook reflects our expectation that the group's financi al
profile will continue to strengthen, benefiting froma nore supportive
economi ¢ environment and a recovering Dutch property market, and that the
bank will not depart fromits conservative capital managenent.

Rating Action

As previously announced on Dec. 2, 2015, Standard & Poor's Ratings Services
has affirmed its long- and short-termcounterparty credit ratings on

Net her | ands- based I NG Bank N. V. at "A/A-1' and ING Goep NV. at 'A-/A-2'. The
outl ook on both entities is stable.

We rai sed by one notch the issue ratings on subordinated and hybrid capita
instruments issued by these entities.

In addition, we affirned the ratings on ING Bank (Australia) Ltd., the
U. S. - based broker/deal er I NG Financi al Markets, LLC, and ING Bank N.V. (Dublin
Branch).
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Rationale

We believe that the prospect of extraordi nary governnent support for the Dutch
banki ng sector is now uncertain follow ng the expected full inplenmentation of
the EU Bank Recovery and Resolution Directive, including bail-in powers, from

Jan. 1, 2016. W do not conpletely exclude the possibility of such support and
we consider that systemically inportant Dutch institutions, such as I NG G oup
face several nmore years of structural and bal ance sheet reforns to address
their "resolvability" (mtigating the systemic inpact if they fail).
Nevert hel ess, we believe the Dutch governnent's ability and willingness to
provide support is |lower and | ess predictable under the enhanced resol ution
framewor k. W& have therefore reclassified the tendency of the Dutch governnent
to support private sector commercial banks as "uncertai n" under our criteria,
and renmoved the one notch that we previously included for governnent support
in the long-termcounterparty credit rating on the group's core operating
entities ING Bank, |NG Bel gium and I NG Fi nancial Markets, LLC, as well as in
our ratings on ING Bank's Dublin branch

We view the Dutch resolution reginme as "effective" under our additiona

| oss-absorbi ng capacity (ALAC) criteria because, anong other factors, we
believe it contains a well-defined bail-in process under which authorities
woul d permit nonviable systemically inportant banks to continue critica
functions as going concerns following a bail-in of eligible liabilities.

However, we have not included notches in the long-termrating on | NG Bank
under our additional ALAC criteria because we believe ING Bank's ALAC ratio is
unlikely to exceed our 5%t hreshold over a four-year projection period.

We cal cul ate that | NG Bank's ALAC was about 1.5% of Standard & Poor's

ri sk-wei ghted assets at year-end 2014 (excludi ng excess total adjusted
capital). We include in this assessnent the group's eligible Tier 1 and Tier 2
capital instrunents that were issued under Dutch and English | aw or have
defined principal wite-down triggers. W believe these issues have capacity
to absorb | osses without triggering a default on senior obligations. W
consider that the ALACratio is likely to remain within the 2.0% 3. 0% range
over our projection period as nore jurisdictions inplenent resolution reginmes
we deem "effective" under our criteria and the group refinances maturing and
callable Tier 2 instrunents.

We extended the projection period to four years because we believe The
Net herlands is in an extended regulatory transition period in which banks will
progressively build larger buffers of |oss-absorbing capacity.

We have revised upward the SACP for INGto 'a" from'a-' on the back of the
group's capital building efforts. Inportantly, we note managenent's cl ear
statenments to naintain the relatively conservative group risk appetite and
strong capital position and we anticipate that this stance will prove
enduri ng. Consequently, we believe that our projected risk-adjusted capita
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(RAC) ratio for ING Bank will remain in the 10% 0- 10. 5% range over the next
18- 24 nont hs.

The group intends to conplete its divestnent in NN Group in an orderly nanner
ultimately by the end of 2016. Thereafter, we understand that ING G oup wll
consi st of banking operations only. The group estinmated that, adjusted for
full divestnent of NN Group shares, the ING Goup's pro forma fully | oaded
conmon equity Tier 1 (CET1l) ratio would have been 12.8% on Sept. 30, 2015,

whi ch represents a capital surplus in excess of €4.8 billion over the bank's
CET1 (excluding an interim€2.2 billion profit). Indeed, on Sept. 30, 2015
the bank estimated its Basel Ill fully loaded core Tier 1 ratio at 11.3%

conpared with a mininuminternal target of 10% This ratio renmained stable
conpared with that at year-end 2014 because of the group's decision to manage
its capital surplus at the holding conmpany |evel.

We assune that the group will maintain at |east an equivalent buffer. W
understand that this buffer is intended to absorb any forthcom ng regul atory
requi renent but also to deliver an attractive return to sharehol ders.
Consequently, we only incorporated two thirds of this buffer in our RAC ratio
calculation. Qur projections also take into account ING Groep's issuance in
April 2015 of US$2.25 billion of fixed-rate reset perpetual additional Tier 1
capital notes, which contributed to a 50 basis point (bp) increase of our pro
forman RAC ratio at year-end 2014. Ot her key assunptions are:
* 3% 5% annual growh in Iending and credit risk-weighted assets in
2015- 2016;
* A 1%3%increase in upfront costs as a result of infornmation technol ogy
proj ects being inplenented,
* Asnall additional inprovement in the net interest nargin over tinmne;
 Further gradual decrease in loan inpairnment charges in 2015 and 2016;
 10% annual phasing out of the "old style" Tier 1 hybrids that are subject
to CRRICRD |V grandfathering rules and currently included in total
adjusted capital, with no replacenent hybrids assuned at this stage; and
A 40% pay-out ratio at the group level, effective from 2015.

We assess ING Bank N. V., its banking subsidiary I NG Bel gium and the

U. S. -based broker/deal er I NG Financi al Markets LLC as "core" nenbers of the
group under our criteria. We therefore align our ratings on those core
entities with the "a' group credit profile. W also continue to view I NG
Australia as a high strategically inportant subsidiary of the group.

We affirned the 'A-/A-2' ratings on ING G oep, the group's nonoperating
hol di ng conpany.

We rai sed by one notch the issue credit ratings on the hybrid capita
instruments issued by the group (either | NG bank or I NG Groep) because they
are notched down fromthe SACP
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Outlook

The stable outlook on ING Goup reflects our view that the group's financia
profile will continue to steadily strengthen, benefiting froma nore
supportive economnic environment and a recovering Dutch property market. W
expect the continuation of the group's nediumterm strategy, including the
execution of its publicly stated financial roadmap, will support interna
capital generation and the mai ntenance of strong capital adequacy netrics,
including a projected RAC rati o before diversification remaining sustainably
above 10%in the next 18 to 24 nonths. It also reflects our view that the
group's risk appetite will remain contained and growth initiatives limted to
known areas and territories.

We could lower our rating on ING Bank if the bank's projected RAC ratio
trended downward bel ow 10% because of a nore aggressive growh of risk assets
than we expect, which could result froma |arge acquisition, or faster

expansi on in emergi ng markets.

We could also lower the ratings if asset

quality nmetrics were to deteriorate significantly.

We see very limted potentia

next three to four years,

regarding the targeted | evel

Ratings Score Snapshot
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Financial Institutions Ratings Europe; FIG_Europe@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDirect at
www. gl obal creditportal.com and at spcapitalig.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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