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Who we are

About ING - continued

About ING

Our strategy and progress

ING continued in 2016 to successfully implement the Think
Forward strategy based on our purpose to empower people to
stay a step ahead in life and in business. We further improved
the value proposition for customers that aims to provide them
with a differentiating customer experience. And we
accelerated our transformation to address the increasing
pace of digitalisation and disruption in the financial services
industry.

The approach to the customer experience we offer is based on
our Customer Promise. This is our pledge to customers to be
Clear and Easy, available Anytime and Anywhere, to
Empower and to Keep Getting Better. We do that by striving
to be leaders in the digital customer experience based on
easy access, simplified products and services, and tools to
help customers make smart financial decisions.

The success of our strategy is reflected in the growing number
of customers who want to bank with us, the high level of
customer satisfaction and the growth of our lending
franchise. By end-2016 our total number of customers stood
at almost 36 million, an increase of more than a million year-
on-year. Primary customers also increased to 9.7 million, on
track to achieve our target of 10 million primary customers by
2017; and we have now increased that ambition to 14 million
primary customers by 2020. We enjoyed high customer
satisfaction scores in many of our markets, achieving number
one Net Promoter Scores (NPS) in 7 of our 13 retail markets.
And our net core lending grew during 2016 by more than six
percent, supporting the economies of the countries where we
are active.

One of the ways ING is fulfilling its purpose to empower
customers is by offering products, services and tools that
make it easier for customers to manage their money and
make better financial decisions. In 2016, ING in Spain
introduced My Money Coach, a free digital service that uses
answers customers provide on their personal situation, risk
appetite and financial knowledge to design a personalised
plan to help them achieve their savings, investment and
retirement goals. Last year we also expanded the range of the
successful online Financially Fit planning tools in the
Netherlands. Similar digital advisers are part of our offering or
are being developed In Belgium, France, Poland and Spain.

Last year, we launched Moje ING in Poland, an omnichannel
customer interface offering an easy overview of a customer's
finances and financial planning tools and based on our
successful Genoma platform in Spain. In the Netherlands we
also introduced the “Kijk Vooruit” (or “Look Ahead") tool,
which enables users to gain more control over their finances
through an overview of future planned and predicted
transactions.

ING believes that banking can play a significant role in
creating a fairer and greener economy. This includes helping
our clients to develop more sustainable business models and
supporting clients who develop solutions to environmental
and social challenges. ING's sustainable transitions financed
came to more than EUR 34 billion in 2016. One notable deal
we were involved in was UK waste operator Shanks Plc's
merger with the leading Dutch waste processor Van
Gansewinkel Groep. ING served as advisor and underwriter for
this deal that will create one of Europe’s leading players in
recycling and illustrates ING's commitment to the circular
economuy.

Accelerating Think Forward

While we are achieving successes with our strategy, rapid
developments in technology, customer behaviour and the
competitive landscape mean we need to speed up our pace of
transformation in order to offer customers a differentiating
experience in the future. These trends are evident in a number
of ways. We see the continuing digitalisation of banking -
especially the rapid growth of mobile devices as the main
customer interface. We also see that technology is reducing
barriers to enter the financial services markets, resulting in a
wave of newcomers targeting segments underserved by
traditional banks. In addition, new regulations are opening up
Europe’s payment market to non-banks and we are seeing
the development of digital ecosystems that allow users to
access social media, online purchases, services and payments
allin one app.

Low interest rates are also decreasing returns for customers
and depressing banks’ interest margins. And regulatory
changes are increasing the cost of capital, limiting banks’
capacity to continue to provide certain types of services at a
reasonable price. This means we need to look to new offerings
that can provide consumers an alternative, for example to low
yielding savings accounts, and generate fee income for the
bank. We also need to reduce our operating costs without
compromising on the customer experience that we deliver.

To keep up with these developments and remain

among the leaders in digital banking, we need to offer a
customer experience that's instant, personal, frictionless and
relevant - one that meets the expectations customers have
from their interactions with other leaders in the online digital
experience.

The future of banks is not banking as we know it today. This is
challenging us as a bank to re-think who we are. We believe
we should be providing our customers, both Retail and
Wholesale, with one platform that extends beyond banking. It
should provide customers with their complete financial picture
across all institutions, with actionable insights so that they are
empowered to make smart financial decisions. We also
envisage connecting our customers to solutions offered by
third parties. And we will connect our ecosystem to selected
digital ecosystems, to be visible and present in the places
where customers go when they are online.
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About ING - continued

Strategy

Our Think Forward strategy was launched in March 2014 and
guides everything we do. In this section we give you an
overview of the strategy.

To deliver on our Customer Promise and create a
differentiating customer experience, we have identified four
strategic priorities.

Four strategic enablers support the implementation of our
strategy: simplifying and streamlining our organisation,
further striving for operational excellence, enhancing the
performance culture within our company and diversifying our
lending capabilities.

Our strategy on a page

With the launch of our Think Forward strategy in March 2014,
a one-page overview was created to show our new strategy in
a clear and visual way to all our stakeholders.

’ Purpose
Empowering people to stay a step
ahead in life and in business
’ Customer
Promise
Clear and Easy  Anytime, Anywhere Empower Keep Getting Better
\/
P strategic  Creating a differentiating customer experience
Priorities 1 Earnthe primary relationship
2 Develop analytics skills to understand our custormners better
3 Increase the pace of innovation to serve changing customer needs
4 Think beyond traditional banking to develop new services and business models
Simplify & Operational Performance Lending
’ Enablers Streamline Excellence Culture Capabilities

ING Bank Annual Report 2016
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About ING - continued

Our Performance

The good progress we made in 2016 implementing the Think
Forward strategy and providing a differentiating banking
experience for customers resulted in strong commercial and
financial performance. ING Bank net result of EUR 4.2 billion
and underlying net result of just under EUR 5 billion were
driven by robust commercial growth at resilient margins and
declining risk costs and achieved despite increasing regulatory
costs.

Our focus on primary customer relationships helped us to
achieve healthy and balanced growth in our lending to
customers and in customer deposits. Net core lending grew
by nearly EUR 35 billion and customer deposits increased by
EUR 28.5 billion in 2016, both increasing around six percent.
Lending is well diversified across regions and categories, with
particularly strong growth in the Challengers & Growth
Markets and Industry Lending in Wholesale Banking. We also
saw substantial progress in fee and commission income,
particularly in Challengers & Growth Markets where we are
increasingly becoming the primary bank for customers.

We believe that this strong profitability and growth and the
important steps we are taking to accelerate the strategy
position us well to continue to be successful in the future and
provide a superior experience for customers.
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Financial developments ING Bank

ING Bank posted a strong performance in 2016, resulting in a
net profit of EUR 4,227 million. This is including EUR -799
million of special items after tax, of which EUR -787 million
related to the intended digital transformation programmes as
announced on ING's Investor Day on 3 October 2016 and EUR
-13 million to the earlier announced restructuring
programmes in Retail Netherlands. In 2015, net profit of ING
Bank was EUR 4,659 million. In that year, net profit was
supported by a EUR 309 million positive contribution from
divestments and special items, consisting of a EUR 367 million
net gain resulting from the merger between ING Vysya Bank
and Kotak Mahindra Bank and EUR -58 million of special items
after tax related to the restructuring programmes in Retail
Netherlands.

The underlying net result of ING Bank increased 15.5 percent
to EUR 5,026 million, from EUR 4,350 million in 2015.
Underlying net result is derived from total net result by
excluding the impact from divestments and special items.

The underlying result before tax rose 15.8 percent to EUR
7,095 million in 2016 from EUR 6,125 million in 2015, driven
by higher net interest results reflecting the continuously
positive business momentum and lower risk costs. This was
achieved despite an increase in regulatory costs during 2016.
Commercial performance was robust in 2016: ING Bank grew
net core lending (excluding Bank Treasury and the run-off
portfolios, and adjusted for currency impacts and changes in
the cash pooling positions) by EUR 34.8 billion, or 6.5 percent,
and attracted EUR 28.5 billion of net customer deposits
(excluding Bank Treasury and adjusted for currency impacts
and changes in the cash pooling positions).

Total underlying income rose 4.9 percent to EUR 17,514
million in 2016, from EUR 16,703 million in 2015, in spite of a
EUR 301 million negative swing in credit and debt valuation
adjustments (CVA/DVA) in Wholesale Banking and Corporate
Line. The underlying interest result increased 4.5 percent to
EUR 13,317 million, driven by an increase of the net interest
margin to 1.53 percent from 1.47 percent in 2015 combined
with a slightly higher average balance sheet total. The
increase of the average balance sheet was limited as strong
growth in net core lending and customer deposits was largely
offset by declines in among others financial assets at fair
value through profit or loss and debt securities in issue. The
interest result on customer lending activities increased driven
by higher volumes at stable margins. The interest result on
customer deposits was flat, as the impact of volume growth
was offset by margin pressure on both savings and current
accounts due to lower reinvestment yields and despite a
further lowering of client savings rates in several countries.
The growth of the interest result was furthermore supported
by improved interest results in the Corporate Line, with part of
the increase being structural due to a gradual redemption of
the isolated legacy funding costs. Commission income rose
4.9 percent to EUR 2,434 million, particularly in the
Challengers & Growth Markets. Investment and other income
rose to EUR 1,763 million from EUR 1,639 million in 2015.
Excluding the negative swing in CVA/DVA adjustments in
Wholesale Banking and the Corporate Line (which were

EUR -77 million in 2016, compared with EUR 224 million in
2015), investment and other income increased by EUR 426
million, mainly due to a EUR 200 million gain on Visa shares
and positive hedge ineffectiveness results, whereas 2015
included non-recurring charges related to the mortgage
portfolios in Italy and Belgium due to higher-than-expected
repayments and renegotiations.

Underlying operating expenses increased 2.3 percent to EUR
9,445 million, compared with EUR 9,231 million in 2015. In
2016, expenses included EUR 845 million of regulatory
expenses (including contributions to the new Dutch deposit
guarantee scheme and a new bank tax in Poland) compared
with EUR 620 million in 2015. Excluding regulatory costs,
expenses were marginally lower than a year ago. Expenses
increased mainly due to IT investments and selective business
growth in the Retail Challengers & Growth Markets and
Wholesale Banking's Industry Lending, as well as additional
provisioning for Dutch SME clients with interest rate
derivatives that were sold in the Netherlands. These increases
were fully offset by the benefits from the running cost-saving
programmes and some incidental items, including an one-off
expense adjustment in Belgium and an adjustment in the
capitalization and amortization of software. The underlying
cost/income ratio improved to 53.9 percent from 55.3 percent
in 2015.

The net addition to the provision for loan losses declined 27.7
percent to EUR 974 million from EUR 1,347 million in 2015.
Risk costs were 31 basis points of average risk-weighted
assets, which is below ING Bank's through-the-cycle guidance
range for risk costs of 40-45 basis points.

The underlying return on IFRS-EU equity was 11.7 percent in
2016, up from 11.1 percent in 2015.
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Retail Banking - continued

Retail Banking

Who are we?

Retail Banking provides products and services to individuals,
small and medium-sized enterprises (SMEs) and mid-
corporates. We serve more than 35.8 million customersin a
variety of markets.

Market Leaders are businesses in the Netherlands, Belgium
and Luxembourg where we have leading market positions in
Retail Banking and Wholesale Banking.

Challengers markets are Australia, Austria, the Czech Republic,
France, Germany, ltaly, and Spain where we aim to build a full
bank relationship, digitally distributed at low cost.

Growth Markets are those expanding economies that offer
above average growth potential: Poland, Romania, and
Turkey. In addition, ING has stakes in the Bank of Beijing
(China), TMB (Thailand), and Kotak Mahindra Bank (India).

In most markets ING offers a full range of retail banking
products and services, covering payments, savings,
investments, and secured and unsecured lending. ING pursues
a digital-first approach, complemented by advice when
needed, with omnichannel contact and distribution
possibilities.

Financial Results

Total Retail Banking

Retail Banking posted a strong set of 2016 results,

although net result declined to EUR 2,671 million from EUR
3,091 million in 2015, primarily due to the restructuring
charges and impairments related to the intended digital
transformation programmes as announced at ING's Investor
Day on 3 October 2016. Underlying net result (excluding
divestments and special items in both years) rose to EUR
3,294 million from EUR 2,782 million in 2015. The underlying
result before tax increased 15.8 percent to EUR 4,579 million
in 2016, driven by higher income and lower risk costs.
Compared with 2015, underlying income increased 4.7 percent
to EUR 11,791 million. This was mainly due to higher income in
the Other Challengers & Growth Markets, while the increase in
the Benelux and Germany was limited. Income growth was
supported by a EUR 200 million gain on the sale of Visa
shares and higher revenues from Bank Treasury, while 2015
included a EUR 127 million non-recurring charge related to the
Italian and Belgium mortgage portfolios. Interest results
increased two percent, mainly due to volume growth in most
countries and higher margins on consumer and business
lending. This was partly offset by margin pressure on current
accounts due to lower reinvestment yields. Commission
income rose 5.1 percent, particularly in the Challengers &
Growth Markets.

The net production of customer lending (excluding Bank
Treasury, currency impacts and transfers of
WestlandUtrecht Bank mortgages to NN Group) was EUR
10.3 billion in 2016. Net core lending, also excluding the run-
off in the WestlandUtrecht Bank portfolio, increased by EUR
12.2 billion, driven by growth outside of the Netherlands. Net
customer deposits (excluding Bank Treasury and currency
impacts) grew by EUR 25.4 billion in 2016.

Underlying operating expenses increased 2.5 percent to EUR
6,606 million compared with 2015, mainly due to further
increases in requlatory costs. Excluding regulatory costs,
expenses declined 0.6 percent on a year ago. Additional
expenses related to strategic projects and selective business
growth in the Retail Challengers & Growth Markets, as well as
additional provisioning for Dutch SME clients with interest rate
derivatives, were offset by the benefits from the running cost-
saving programmes and a EUR 95 million one-off expenses
adjustment in Belgium. The underlying cost/income ratio
improved to 56.0 percent from 57.2 percent in 2015.

Risk costs declined 30.3 percent to EUR 606 million, mainly
visible in the Netherlands and Germany. By contrast, risk costs
in Turkey increased.

Market Leaders

Retail Netherlands

The underlying result before tax of Retail Netherlands rose to
EUR 1,705 million from EUR 1,495 million in 2015, due to lower
risk costs while income was resilient due to stable interest
margins and higher revenues from Bank Treasury.

Underlying income rose 0.7 percent to EUR 4,436 million. The
interest result slightly declined, mainly caused by a decline in
lending volumes and margin pressure on current accounts,
partly offset by higher margins on savings and lending. The
lower lending volumes were partly caused by the continued
transfer of WestlandUtrecht Bank (WUB) mortgages to NN
Group and the run-off in the WUB portfolio. Net core lending
(excluding the WUB portfolio, Bank Treasury products and
movements in the mortgage hedge) declined by EUR 4.2
billion. The decline was both in mortgages and other lending;
the latter reflecting subdued demand in business lending. Net
customer deposits (excluding Bank Treasury) grew by EUR 7.1
billion. Commission income rose by EUR 31 million, or six
percent, and investment and other income was up EUR 32
million, in part due to a gain on the sale of Visa shares.

Underlying operating expenses increased 3.4 percent on
2015, mainly due to higher regulatory costs and an additional
provision for Dutch SME clients with interest- rate derivatives,
while 2015 included some smaller restructuring provisions.
These factors were partly offset by the benefits from ongoing
cost-savings initiatives. From the existing cost-savings
programmes announced since 2011, which aim to realise EUR
657 million of annual cost savings by the end of 2017, EUR
562 million has already been realised.

Risk costs declined to EUR 171 million, or 32 basis points of
average risk-weighted assets, from EUR 433 million in 2015.
The decline was both in business lending and residential
mortgages, reflecting improvements in the Dutch economy
and housing market.

Retail Belgium
Retail Belgium includes Record Bank and ING in Luxembourg.

The underlying result before tax of Retail Belgium rose
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Retail Banking - continued

13.7 percent to EUR 961 million in 2016, compared with EUR
845 million in 2015, reflecting lower expenses and slightly
higher income.

Underlying income increased 1.1 percent to EUR 2,573 million,
from EUR 2,546 million in 2015, supported by higher Bank
Treasury revenues and a gain on the sale of Visa shares. The
interest result declined 0.9 percent, mainly due to lower
margins on savings and current accounts, as well as on
mortgages due to lower prepayment and renegotiation fees,
which was largely offset by increased volumes in most
products. The net production in the customer lending portfolio
(excluding Bank Treasury) was EUR 4.8 billion, of which EUR
1.7 billion was in mortgages and EUR 3.2 billion in other
lending. The net inflow in customer deposits was EUR

1.4 billion. Commission income was 3.0 percent lower.
Investment and other income rose by EUR 58 million, driven
by the Visa gain.

Operating expenses declined by EUR 94 million, or 6.1 percent
to EUR 1,438 million, due to a EUR -95 million one-off expense
adjustment in 2016.

Risk costs increased by EUR 6 million to EUR 175 million, or 54
basis points of average risk-weighted assets. The increase was
mainly in business lending due to a few specific files, while risk
costs for mortgages and consumer lending declined.

Challengers & Growth Markets
Retail Germany
Retail Germany includes Interhyp and ING in Austria .

Retail Germany's underlying result before tax increased

4.2 percent to EUR 1,055 million, compared with EUR 1,012
million in 2015. This increase was supported by a net release
in risk costs, partly offset higher expenses.

Underlying income rose 0.7 percent to EUR 1,923 million, from
EUR 1,910 million in 2015, supported by a gain on the sale of
Visa shares. The interest result increased 3.4 percent following
continued business growth, partly offset by lower margins on
most products. Net inflow in customer deposits (excluding
Bank Treasury) was EUR 9 billion in 2016. The net production
in customer lending (excluding Bank Treasury and movement
in the mortgage hedge) was EUR 3.8 billion, of which EUR 3
billion was in mortgages and EUR 0.8 billion in consumer
lending. Commission income rose 6.4% to EUR 183 million.
Investment and other income was EUR 53 million lower, due
to lower gains on the sale of bonds and less positive hedge
results, which was partly compensated by a EUR 44 million
gain on the sale of Visa shares.

Operating expenses increased 5.2 percent to EUR 886 million,
from EUR 842 million in 2015. The increase was mainly due to
a higher headcount to support business growth and customer
acquisition, as well as investments in strategic projects. This
was partly offset by lower regulatory costs. The cost/income
ratio was 46.1 percent, compared with 44.1 percent in 2015.

Risk costs turned to a net release of EUR 18 million from a net
addition of EUR 57 million in 2015, reflecting a benign credit
environment in the German market and model updates for
mortgages.

Retail Other

Retail Other's underlying result before tax rose to EUR 858
million, from EUR 604 million in 2015. The increase was
largely attributable to a EUR 109 million gain on the sale of
Visa shares in 2016, while 2015 included a EUR 97 million of
non-recurring charges in Italy related to increased
prepayments and renegotiations of fixed-term mortgages.

Total underlying income increased by EUR 451 million, or 18.7
percent, to EUR 2,859 million. Excluding the gain on Visa
shares in 2016 and the one-off charge in Italy in 2015,
underlying income grew by 9.8%. This increase was mainly
attributable to revenue growth in most businesses and was
furthermore supported by a EUR 32 million one-time gain
from the reduction of ING's stake in Kotak Mahindra Bank. The
interest result rose 8.9% due to volume growth in most
countries and higher margins on lending, partly offset by
lower margins on current accounts. The net production
(excluding currency effects and Bank Treasury) in both
customer lending and customer deposits was EUR 7.8 billion
in 2016. Commission income rose 15.1% on the back of
continued client and volume growth in most countries.

Operating expenses increased by EUR 129 million, or 8.1
percent, to EUR 1,723 million. This increase was mainly due to
increased regulatory costs as well as higher IT and
professional-services expenses related to strategic projects.
The cost/income ratio improved to 60.3 percent from 66.2
percent in 2015.

The addition to the provision for loan losses was EUR 278
million, or 57 basis points of average risk-weighted assets, up
from EUR 210 million, or 45 basis points of average risk-
weighted assets. The increase was mainly attributable to
higher risk costs in Turkey.
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Conclusion

Collectively, ING's Retail Banking units again performed
well in 2016. By lending money and providing customers
with the tools to help make smart financial decisions, we
continued to empower people in life and in business.

Customer satisfaction was again high with seven out of
13 Retail units holding number one NPS positions.

ING also excelled at The Banker's 2016 Best Bank Awards in
London winning the Global Bank of the Year and best bank
awards in the Netherlands, Belgium and Western Europe.

Financially, Retail Banking posted strong 2016 results driven
by higher income and lower risk costs. The underlying result
(before tax) increased by 15.8 percent to EUR 4,579 million.
This was achieved despite the low interest rate environment
and higher regulatory costs.

Retail Banking continued to pursue a digital-first operating
model with a clear and easy, anytime- anywhere experience
for customers. It also made progress in earning an increased
number of primary relationships.

In 2016, the bank announced an intention to converge our
various banking models into one to create an integrated
digital platform that can cater to all our customers’ financial
needs and provide new and relevant offers to enhance the
customer experience. Such a transformation should put our
business on a solid footing for the future.
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Wholesale Banking

Who are we?

Wholesale Banking (WB) is a primary-relationship-driven
European bank with global reach. We want to help clients to
achieve their ambitions. We aim to provide a differentiating
and seamless client experience through specialised and
integrated services across the globe, supported by new
technologies.

In addition to the basic banking services of lending, payments
and cash management and treasury, WB provides tailored
banking solutions in areas including corporate finance,
commercial finance (factoring), equity markets and debt
capital markets to help our clients achieve their business
goals. Through our global franchises in Industry Lending we
serve clients across sectors where we have proven expertise.
We support clients in realising their sustainability ambitions.

Financial Results

Wholesale Banking recorded strong results in 2016. The

net result, however, declined to 1,754 million from EUR

1,841 million in 2015, fully caused by the restructuring
charges and impairments related to the digital transformation
programmes as announced at ING's Investor Day in October
2016. Excluding these charges, underlying net result rose by
EUR 62 million to EUR 1,903 million, reflecting excellent
performance in Industry Lending, steady volume growth
across industries and products, and a lower level of risk costs.
Despite regulatory costs that continued to increase,
underlying operating expenses remained broadly flat year-
on-year.

The underlying result before tax was EUR 2,668 million, up 5.3
percent from 2015. Credit and debt valuation adjustments
(CVA/DVA) were EUR -71 million in 2016, compared with EUR
181 million in 2015. Excluding CVA/ DVA impacts, the increase
in pre-tax result was 16.4 percent.

Industry Lending posted an underlying result before tax of
EUR 1,736 million, up 14.4 percent compared with 2015,
driven by continued business growth in Structured Finance and
Real Estate Finance at attractive margins. The underlying
result before tax from General Lending & Transaction Services
rose by 31.3 percent to EUR 613 million, due to lower
expenses and risk costs. Income growth was limited as volume
growth was largely offset by some pressure on margins.
Financial Markets’ underlying result before tax fell to EUR 134
million from EUR 462 million in 2015, largely due to the afore
mentioned negative swing in CVA/DVA impacts. The
underlying result of Bank Treasury & Other was EUR 185
million, up from EUR 87 million in 2015, which was negatively
impacted by a EUR 92 million impairment on an equity stake.
Excluding this impairment, the pre-tax result increased by EUR
6 million as higher Bank Treasury results were offset by lower
results in the run-off businesses, mainly due to lower sales
results in the Real Estate Development portfolio.

Underlying income increased 0.7 percent to EUR 5,608 million,
compared with 2015. Excluding CVA/DVA impacts, income
rose 5.4% driven by strong volume growth in lending and
higher income in Bank Treasury. The net production of
customer lending (excluding Bank Treasury and currency
impacts) was EUR 21.8 billion in 2016. Wholesale Banking's

10

net core lending book (also excluding Lease run-off) grew by
EUR 22.6 billion, due to strong growth in Structured Finance
and General Lending & Transaction Services. The inflow in
customer deposits (excluding Bank Treasury and currency
impacts) was EUR 3.1 billion. The interest result rose 6.0
percent on 2015, whereas commission income increased by
4.3 percent.

Underlying operating expenses increased 0.5 percent to EUR
2,572 million, mainly due to higher regulatory costs and an
increase in FTEs to support business growth. This increase was
largely offset by benefits from cost saving initiatives, and
lower IT change costs. The previously announced
restructuring programmes are on track to realise EUR 340
million of annual cost savings by the end of 2017. At the end
of 2016, EUR 305 million of annual cost savings had already
been realised.

Risk costs declined to EUR 368 million, or 24 basis points of
average risk-weighted assets, from EUR 478 million, or 33
basis points of average risk-weighted assets, in 2015. Lower
risk costs were mainly visible in General Lending and to a
lesser extent Industry Lending, in part due to larger releases
on Ukraine clients.

Conclusion

Wholesale Banking performed well in 2016, maintaining
a prudent risk profile. Clients are at the heart of our
strategy. We serve them across the globe with a range
of products and services, helping them to meet their
ambitions. We will continue to broaden our international
network.

In 2016, we further increased the digital service offering
to clients, empowering them to do their business
anytime, anywhere. We also succeeded in increasing the
number of primary relationships.

We believe our role is to facilitate and finance the transition to
a sustainable society. Our financing of sustainable projects
and clients that are environmental outperformers compared
to industry peers rose to EUR 34.3 billion at year-end,
illustrating our support for a greener economy. We closed
several notable deals and we launched a number of initiatives
to encourage businesses to become more sustainable.

Wholesale Banking plays an important part in ING's strategy.
We will continue to accelerate our Think Forward strategy.
ING is on a path of convergence towards one digital banking
platform. We are proud that our transformation programme,
Wholesale TOM, is leading the way within ING, resulting in an
improved and more uniform experience for clients. In 2017,
we will continue with our transformation programme. We will
also continue to innovate to meet the changing needs and
expectations of clients and support their business.

A number of external awards underscored our success

in meeting the needs of clients. We appreciate this
recognition of our work that motivates us to keep getting
better while delivering a differentiating experience to our
clients.
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Regulatory Context

Regulatory costs and uncertainty

ING's regulatory costs increased 36.3% in 2016. One main
reason were costs for the new Dutch deposit guarantee
scheme (EUR 129 million in 2016 compared with zero in
2015). A new European rule says that banks must pay into
these deposit guarantee schemes on a regular basis and not
just after a bank failure.

Bank taxes were also a major reason for higher costs in 2016;
specifically a Polish bank tax of EUR 64 million compared with
zero in 2015. This taxes a part of ING's balance sheet on which
we already pay tax in the Netherlands. There is no European
regulation on bank taxes and little coordination between
countries addressing the fact that banks pay the same taxes
in more than one country. We hope that, as is already the
case in Germany and foreseen in France, bank taxes will be
abolished in the Netherlands and in other countries that still
require them.

Other new regulation also contributed to the rise in costs for
2016, such as the European Single Resolution Mechanism (SRM)
mentioned above. This required banks to begin paying
contributions to the Single Resolution Fund as of January 2016.

A prominent source of regulatory uncertainty in 2016 was the
Basel Committee on Banking Supervision (BCBS) proposals
regarding risk-weighted assets. The proposals are intended to
make risk-weight calculation simpler and more comparable
across banks, limiting the use of banks’ own internal models.
ING believes that the Basel proposals could allocate too high a
risk weight to various lending activities, in particular mortgages,
corporates and specialised lending. This would not be in line
with historical loss rates and distorts sound economic
incentives. ING does support increased comparability of internal
models and therefore supports initiatives to address undue risk
variability. It is involved in ECB and European Banking Authority
(EBA) work underway to address this, such as the Targeted
Review of Internal Models (TRIM) by the ECB. Apart from the
proposals in the area of credit risk, the BCBS is also considering
changes in the areas of operational and market risk. The
continuing uncertainty is detrimental for banks and the
economy at large.

Other uncertainties concern loss-absorption requirements,
which haven't yet been finalised in the EU. The Financial
Stability Board's total loss-absorbing capacity term sheet still
has to be transposed into EU law before it is clear how to
calculate the minimum requirement for own funds and
eligible liabilities (MREL).
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The range and complexity of non-prudential regulation

is increasing. Regulation is becoming more stringent in areas
like customer due diligence (CDD) and transaction monitoring
to prevent and report money laundering (AML), terrorist
financing, and fraud. Regulations such as the Common
Reporting Standard (CRS) and FATCA, which require financial
institutions to report detailed client-related information to
competent authorities, are also adding to banks’ regulatory
burden. There are a number of risks in areas where applicable
regulations are unclear, subject to multiple interpretations or
under development, are in conflict with each other, or where
regulators revise their guidance or courts overturn previous
rulings. Meeting all these requirements within the strict
timelines that have been set poses a significant operational
challenge for banks. Regulations also need to strike a proper
balance between consumer protection and innovation to allow
banks to compete in the new competitive environment.

Competitive landscape

Technology is removing a number of the barriers to entry that
once insulated our business. We face competition from many
different directions, with relatively new players providing
more segmented offers to our customers and clients.
Technology giants, payment specialists, retailers,
telecommunication companies, crowd-funding initiatives and
aggregators are all encroaching on the market for traditional
banking services. Our customers, in turn, are willing to
consider these offers.

Banks strive to act in the interests of their customers. Safe
banking requires specific knowledge of financial services, in-
depth knowledge of customers, and rigorous risk-
management systems. As competition from outside the
banking sector continues to increase, we have to become
faster, more agile and more innovative.

Our long track record and strong brand place us well to seize
these opportunities and become a better company for all of
our stakeholders. We are a leader in digital banking, and we
have scale combined with local market expertise. We are
investing in building profitable, mutually beneficial
relationships with our customers based on the quality of our
service and the differentiating experience we offer them. We
intend to continue working hard to win their hearts and
minds, demonstrating our concern for them and all our
stakeholders. We intend to be even clearer about the strategic
choices we make.
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Financial reporting process

As ING Bank N.V.is a consolidated subsidiary of ING Groep N.V.
(ING Group) its policies and procedures for establishing and
maintaining adequate internal control over financial reporting
are the same as those applied by ING Group for its
consolidated financial statements with respect to ING Bank
N.V. and the entities included in the latter's own consolidated
financial statements.

ING's internal control over financial reporting is a process
designed under the supervision of our principal executive and
principal financial officers to provide reasonable assurance
regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in
accordance with generally accepted accounting principles.

Our internal control over financial reporting includes those

policies and procedures that:

- pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and
dispositions of the assets of ING;
provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial
statements in accordance with generally accepted
accounting principles and that our receipts and
expenditures are being made only in accordance with
authorisations of our management and directors; and
provide reasonable assurance regarding prevention or
timely detection of unauthorised acquisition, use or
disposition of our assets that could have a material effect
on our financial statements.

As ING Group is subject to the US Sarbanes-Oxley Act, its
Executive Board assessed the effectiveness of its internal
control over financial reporting as of 31 December 2016 which
was audited by ING Group's external auditor. For more
information, please refer to the 2016 Annual Report of ING
Group which is available on its website (www.ing.com).

Board composition

ING Bank aims to have an adequate and balanced
composition of its Management Board. Thereto, annually, the
Supervisory Board assesses the composition of the
Management Board. In the context of such assessment, ING
Bank aims to have a gender balance by having at least 30%
men and at least 30% women amongst its Management
Board members. However, because of the fact that ING Bank
needs to balance several other relevant selection criteria
when composing its Management Board, the composition of
the Management Board did not meet the abovementioned
gender balance in 2016 (14% women). ING Bank will continue
to strive for an adequate and balanced composition of its
Management Board in future appointments, by taking into
account all relevant selection criteria including but not limited
to gender balance, executive experience, experience in
corporate governance of large stock-listed companies and
experience in the political and social environment.

! The fourth EU Capital Requirements Directive 2013/36/EU
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Information on members of the Management
Board
R.A.].G. (Ralph) Hamers member and Chairman

Management Board
(Born 1966, Dutch nationality, male; appointed in 2013)

Ralph Hamers was appointed a member of the Executive
Board of ING Group on 13 May 2013. On 1 October 2013, he
was appointed CEO and Chairman of this Board and of the
Management Board Banking. Ralph Hamers joined ING in
1991. Before his appointment to the Executive Board, he was
CEO of ING Belgium and Luxembourg.

Relevant positions pursuant to CRD IV:!
CEO and Chairman of the Management Board of ING Bank N.V.
and the Executive Board of ING Groep N.V.

Other relevant ancillary positions:

Member of the Management Board of the Nederlandse
Vereniging van Banken (NVB), Member of the Board of the
Institute of International Finance, Inc. and Member of the
Supervisory Board of Foundation Royal Concertgebouw
Orchestra Amsterdam.

J.V. (Koos) Timmermans, member and Vice-

Chairman Management Board
(Born 1960, Dutch nationality, male; appointed in 2011)

Koos Timmermans was appointed Vice-Chairman of the
Management Board Banking as of 1 October 2011. From 1
October 2014, Koos Timmermans has, in addition to his
current tasks which include aligning ING Bank's activities and
the balance sheet with new and upcoming regulation, also
assumed responsibilities for the Bank’s operations in the
Benelux and ING's sustainability department.

Relevant positions pursuant to CRD IV:

Member of the Management Board of ING Bank N.V., Member
of the Management Board of ING Support Holding B.V. and
Member of the Supervisory Board of ING Belgium N.V./S.A.

Other relevant ancillary positions:

Member of Management Board of VNO-NCW, Member of the
Management Board of the Nederlandse Vereniging van
Banken (NVB) and Member of the Supervisory Board
Stadsherstel Amsterdam N.V.
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P.G. (Patrick) Flynn, member and CFO Management
Board
(Born 1960, Irish nationality, male; appointed in 2009)

Patrick Flynn was appointed a member and CFO of the
Executive Board of ING Group and a member and CFO of the
Management Board Banking on 27 April 2009. He is
responsible for ING's financial strategy, including internal and
external reporting, budgeting, procurement, forecasting,
capital management, investments/acquisitions and
divestments, tax management, investor relations and
business performance reporting and analysis, including
measuring adherence to financial targets. Before joining ING
he was Chief Financial Officer Insurance, HSBC Insurance
Holdings Ltd.

Relevant positions pursuant to CRD IV:
Member and CFO of the Management Board of ING Bank N.V.
and Member and CFO of the Executive Board of ING Groep N.V.

W.F. (Wilfred) Nagel, member and CRO
Management Board
(Born 1956, Singaporean nationality, male; appointed in 2012)

Wilfred Nagel became a member and CRO of the
Management Board Banking on 5 October 2011. Wilfred Nagel
was appointed a member of the Executive Board of ING Group
on 14 May 2012. He is responsible for ING's risk appetite, risk
related policies, methodologies and guidance, risk
management and control activities performed by the
business.

Relevant positions pursuant to CRD IV:

Member and CRO of the Management Board of ING Bank N.V.,
Member and CRO of the Executive Board of ING Groep N.V.
and Non-Executive Board Member of Nidera Capital B.V.

A. (Aris) Bogdaneris, member and head of
Challengers & Growth Markets
(Born 1963, Canadian nationality, male; appointed in 2015)

Aris Bogdaneris was appointed a member of the Management
Board Banking on 1 June 2015. He is also head of Challengers
& Growth Markets, responsible for all markets where ING is
active in both retail and wholesale banking outside the
Benelux.

Prior to this appointment, Aris Bogdaneris was a member of
the Management Board responsible for Retail Banking at
Raiffeisen Bank International as well as Chief Operating Officer
overseeing Information Technology and Operations/Shared
Service Centers.

Relevant positions pursuant to CRD IV:

Member of the Management Board of ING Bank N.V., Member
of Management Board of ING Bank (Australia) Ltd and Member
of the Supervisory Board of ING DiBa.
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M.l. (Isabel) Fernandez Niemann, member and
head of Wholesale Banking

(Born 1968, Spanish Dutch nationality, female; appointed in
2016)

Isabel Fernandez Niemann was appointed a member of the
Management Board Banking as from 1 September 2016. She is
also head of Wholesale Banking as from 1 November 2016.
Prior to her appointment Isabel Fernandez Niemann was
Global Commercial Leader and Head of Sales for General
Electric.

Relevant position pursuant to CRD IV:
Member of the Management Board of ING Bank N.V.

R.M.M. (Roel) Louwhoff, member and COO

Management Board
(Born 1965, Dutch nationality, male; appointed in 2014)

Roel Louwhoff was appointed a member and chief operations
officer (COO) of the Management Board Banking on 1 May
2014. He was also appointed Chief Transformation Officer
(CTO) per 1 October 2016. In this role, that he fulfils alongside
his COO role, he is responsible for operations of the bank-
wide transformation that was announced in 2016. Roel
Louwhoff is responsible for Operations, IT (including
standardisation), data management, information security,
process management and procurement. Prior to this
appointment, Roel Louwhoff was CEO of BT Operate.

Relevant position pursuant to CRD IV:
Member and COO of the Management Board of ING Bank N.V.

Supervisory Board

ING Bank needs to balance several relevant selection criteria
when composing its Supervisory Board but strives for an
adequate and balanced composition thereof, by taking into
account all relevant selection criteria including, but not limited
to experience in retail and wholesale banking, gender balance,
executive experience, experience in corporate governance and
experience in the political and social environment.

The Nomination Committee assesses the composition of the
Supervisory Board, annually. In the context of such
assessment, ING Group aims to have a gender balance by
having at least 30% men and at least 30% women amongst
its Supervisory Board members. After the appointment of Ann
Sherry at the Annual General Meeting in April 2016, the
composition of the Supervisory Board met the above-
mentioned gender balance (more than 33% women).
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Ancillary positions

Member of the Supervisory Board may hold various other
directorships, paid positions and ancillary positions and are
required to provide details on these. CRD IV, restricts the total
number of supervisory board positions or non-executive
directorships with commercial organisations that may be
held by a Supervisory Board member to four, or to two, if the
Supervisory Board member also has an executive board
position. The European Central Bank may under special
circumstances permit a Supervisory Board member to fulfil
an additional supervisory board position or non-executive
directorship. Positions with, inter alia, subsidiaries or qualified
holdings are not taken into account in the application of these
restrictions. Such positions may not conflict with the interests
of ING Bank N.V. It is the responsibility of the individual
member of the Supervisory Board to ensure that the
directorship duties are reported and performed properly and
are not affected by any other positions that the individual
may hold outside ING Bank N.V.

Information on members of the Supervisory Board

J. (Jeroen) Van der Veer (Chairman)

(Born 1947, Dutch nationality, male; appointed in 2009, term
expires in 2017)

Former Chief Executive Officer of Royal Dutch Shell plc.

Relevant positions pursuant to CRD IV:

Chairman of the Supervisory Board of ING Groep N.V./ING Bank
N.V., Chairman of the Supervisory Board of Koninklijke Philips
Electronics N.V., Member of the Supervisory Board of
Koninklijke Boskalis Westminster N.V. and Member of the
Supervisory Board of Statoil ASA.

Other relevant ancillary positions:

Member of the Supervisory Board of Het Concertgebouw N.V.
and Chairman of the Supervisory Council of the Technical
University of Delft.

H.J.M. (Hermann-Josef) Lamberti (Vice-Chairman)
(Born 1956, German nationality, male; appointed in 2013,
term expires in 2017)

Former Chief Operating Officer of Deutsche Bank AG.

Relevant positions pursuant to CRD IV:

Vice-chairman of the Supervisory Board of ING Groep N.V./ING
Bank N.V., Non-Executive Member of the Board of Directors of
Airbus Group N.V., (formerly European Aeronautic Defense
and Space Company N.V.), Chairman of the Supervisory Board
of Addiko Bank (Austria), Member of the Supervisory Board of
Lefdal Mine Data Centre SA, and Member of the Supervisory
Board of Stonebranch.

The number of positions held by Hermann-Josef Lamberti
currently exceeds the maximum allowed under CRD IV. Steps
are being taken to reduce the number of positions, as
required by CRD IV, in the near future.

E.F.C.B. (Eric) Boyer de la Giroday
(Born 1952, Belgian nationality, male; appointed in 2014, term
expires in 2018)
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Former Vice-Chairman Management Board Banking ING Groep
N.V. and ING Bank N.V.

Relevant positions pursuant to CRD IV:

Member of the Supervisory Board of ING Groep N.V./ING Bank
N.V. and Chairman of the Board of Directors of ING Belgium
S.AUNV.

Other relevant ancillary position:
Non-Executive Director of Instituts Internationaux de Physique
et de Chimie fondé par Ernest Solvay, asbl.

H.W. (Henk) Breukink

(Born 1950, Dutch nationality, male; appointed in 2007, term
expires in 2019)

Former managing director of F&C and country head for F&C
Netherlands (asset management firm).

Relevant positions pursuant to CRD IV:

Member of the Supervisory Board of ING Groep N.V./ING Bank
N.V., Chairman of the Supervisory Board of NSI N.V. (real
estate fund) and Non-Executive Director of Brink Groep B.V.

Other relevant ancillary position:
Chairman of the Supervisory Board of Stichting Hoger
Onderwijs Nederland.

l. (Isabel) Martin Castella

(Born 1947, Spanish nationality, female; appointed in 2013,
term expires in 2017)

Former Vice-President and Member of the Management
Committee of the European Investment Bank.

Relevant positions pursuant to CRD IV:
Member of the Supervisory Board of ING Groep N.V./ING Bank
N.V. and Member of the Supervisory Board of SACYR S.A.

Other relevant ancillary positions:
Member of the Advisory Board of NEINVER S.A. and Member of
the Advisory Committee of GED Capital.

M. (Mariana) Gheorghe

(Born 1956, Romanian nationality, female; appointed in 2015,
term expires in 2019)

Current Chief Executive Officer OMV Petrom S.A.

Relevant positions pursuant to CRD IV:

Member of the Supervisory Board of ING Groep N.V./ING Bank
N.V., Chief Executive Officer of OMV Petrom S.A., Chairwoman
of the Supervisory Board of OMV Petrom Marketing SRL,
Chairwoman of the Supervisory Board of OMV Petrom Gas SRL
and Member of the Supervisory Board of OMV Petrom Global
Solutions SRL.

A.C. (Ann) Sherry

(Born 1954, Australian nationality, female; appointed in 2016,
term expires in 2020)

Former Chief Executive Officer Carnival Australia

Relevant positions pursuant to CRD IV:
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Member of the Supervisory Board of ING Groep N.V./ING Bank
N.V., Member of the Supervisory Board ING Direct (Australia),
Member of the Supervisory Board Sydney Airport Corporation
and Member of the Supervisory Board The Palladium Group.

Other relevant ancillary position:
Chairwoman of Carnival Australia (advisory role).

R.W.P. (Robert) Reibestein

(Born 1956, Dutch nationality, male; appointed in 2012 as an
observer, full member as of 2013, term expires in 2017)
Former senior partner of McKinsey & Company.

Relevant positions pursuant to CRD IV:
Member of the Supervisory Board of ING Groep N.V./ING Bank
N.V. and Member of the Supervisory Board of IMC B.V.

Other relevant ancillary position:
Member of the Supervisory Board of Stichting World Wildlife
Fund.

15

Dutch Banking Code

The Dutch Banking Code, a revised version of which was
adopted by the Dutch Banking Association in 2014, is
applicable to ING Bank N.V. and not to ING Group. The Banking
Code can be downloaded from the website of the Dutch
Banking Association (www.nvb.nl). Its application to ING Bank
is described in “Application of the Dutch Banking Code by ING
Bank N.V."”, available on the ING Group website (www.ing.com).
This is to be read in conjunction with and deemed to be
incorporated in the Annual Report of ING Bank N.V.


http://www.ing.com/
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Conformity statement

The Management Board Banking is required to prepare the
Annual Accounts and the Annual Report of ING Bank N.V. for
each financial year in accordance with applicable Dutch law
and those International Financial Reporting Standards (‘IFRS’)
that were endorsed by the European Union.

Conformity statement pursuant to section 5:25c
paragraph 2(c) of the Dutch Financial Supervision
Act (Wet op het financieel toezicht).

The Management Board Banking is responsible for
maintaining proper accounting records, for safeguarding
assets and for taking reasonable steps to prevent and detect
fraud and other irregularities. It is responsible for selecting
suitable accounting policies and applying them on a
consistent basis, making judgements and estimates that are
prudent and reasonable. It is also responsible for establishing
and maintaining internal procedures which ensure that all
major financial information is known to the Management
Board, so that the timeliness, completeness and correctness
of the external financial reporting are assured.

As required by section 5:25¢ paragraph 2(c) of the Dutch
Financial Supervision Act, each of the signatories hereby
confirms that to the best of his or her knowledge:

- the ING Bank N.V. 2016 Annual Accounts give a true and
fair view of the assets, liabilities, financial position and
profit or loss of ING Bank N.V. and the enterprises included
in the consolidation taken as a whole; and
the ING Bank N.V. 2016 Annual Report gives a true and fair
view of the position at the balance sheet date, the
development and performance of the business during the
financial year 2016 of ING Bank N.V. and the enterprises
included in the consolidation taken as a whole, together
with a description of the principal risks ING Bank N.V. is
being confronted with.

Amsterdam, 13 March 2017
the Management Board Banking

R.A.].G. (Ralph) Hamers

CEO, chairman of Management Board Banking

J.V. (Koos) Timmermans
Vice-chairman and head of Market Leaders

P.G. (Patrick) Flynn
CFO

W.F. (Wilfred) Nagel
CRO

A. (Aris) Bogdaneris
Head of Challengers & Growth Markets

M.l. (Isabel) Fernandez Niemann
Head of Wholesale Banking

R.M.M. (Roel) Louwhoff
Co0
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Report of the Supervisory Board

Important topics on the agenda of the Supervisory Board of
ING Bank N.V. (in this chapter hereinafter referred to as
‘Supervisory Board’) in 2016 were the acceleration of the
bank’s Think Forward strategy, capital requirements,
sustainability, the enhancement of ING's internal controls and
associated risk mitigation, and developments in the
regulatory and external supervision landscape. The
committees of the Supervisory Board discussed a range of
subjects, the main ones being the interests of ING's clients
and other stakeholders, the quarterly results, corporate
governance, risk management, human resources (including
culture & behaviours throughout ING) and regulatory costs.

Supervisory Board meetings

The Supervisory Board met 11 times in 2016. On average, 98
percent of the Supervisory Board members were present at
the meetings. This attendance rate illustrates that the
members of the Supervisory Board are engaged with ING and
are able to devote sufficient time and attention to ING's
affairs. The Management Board Banking were present during
each Supervisory Board meeting. For part of the meetings
only the chief executive officer was present; this was
dependent on the nature of the topics addressed. Each
Supervisory Board meeting was preceded by a session with
only the Supervisory Board members present. The members
of the Supervisory Board also interacted with senior
management outside the regular Supervisory Board meetings
for discussion and information sharing purposes. This includes
speed meet sessions which contribute to better mutual
understanding and alignment on what matters most to ING
and the Supervisory Board. The Supervisory Board finds it
important to strike a balance between the interests of all the
stakeholders and to maintain an open dialogue. ING seeks to
take the interests of all stakeholders into account to ensure
ING's shareholders benefit, with the interest of the client
remaining key.

The Management Board Banking has prepared the annual
accounts and discussed these with the Supervisory Board

Apart from closely monitoring the financial results in 2016,
the Supervisory Board's main focus points during 2016 were
the acceleration of the bank’s Think Forward strategy,
technological developments in banking and the growing
impact of fintechs on the industry, capital requirements,
sustainability, the enhancement of ING’s internal controls
and associated risk mitigation, and developments in the
regulatory costs and external supervision landscape
(including bank capitalisation). Also the results of the
continuous dialogue between ING and the external
supervisors were standard agenda items throughout the year.
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Permanent education

The key theme in 2016 of the annual Supervisory Board
Knowledge Day was an in-depth update on the status of the
implementation of ING's Think Forward strategy and
anticipated developments. On the agenda were sessions
related to accelerating the Think Forward strategy, an
innovation and IT update, IT security and cybercrime, the
organisational health index, and updates from the business
lines and the COO domain. The Supervisory Board was also
updated on ING's annual talent review achievements and
developments including a trend analysis summary.

In September 2016, the Supervisory Board visited Hong Kong
and Beijing for four days, allowing it to get a better
understanding of the Asian business activities and how these
relate and contribute to ING's strategy.

Presentations included Asian economics, trends and
challenges, ING's business and footprint in Asia, including
ING's relationship with the Bank of Beijing, and insights into
Asian financial industry fintechs and disruptors such as
Alibaba, WeChat and WeLab. The Supervisory Board members
also met with various clients and government officials.

A number of other educational sessions on specific topics
were organised for the Supervisory Board throughout the
year, including ones addressing various developments in the
regulatory and external supervision landscape, financial
reporting including IFRS 9, compliance, sustainability and risk
and capital management.

Corporate strategy

In January 2016, the Supervisory Board held its meeting on
ING's strategy as well as the Medium-Term Plan (MTP) 2016-
2018. The MTP addresses the plans and the financial and non-
financial targets for the Group as a whole and for the banking
business specifically. The Supervisory Board considered that
positive results would not take away the need to anticipate on
potential challenges that include economic and regulatory
uncertainty.. Given the nature of challenges ahead and the
level of ambition of the MTP that included significant growth
projections, the Supervisory Board concurred with the
proposed acceleration of the Think Forward strategy. The year
2016 therefore was a year of transition, supported by the
implementation of transformation management, with the
creation and execution of a transformation roadmap per
country. In addition, dynamic forecasting was introduced, to
allow for a regular balance sheet evaluation in terms of
funding, liquidity and capital requirements.
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A global transformation programme was developed to realise
the acceleration of the Think Forward strategy. The basic
starting point of the programme was ING's value proposition,
captured in multiple work streams. In August 2016, the
Supervisory Board discussed this. This strategy includes a
number of initiatives to further improve the customer
experience, further grow primary customers and lending, and
increase efficiency. Around the end of September 2016 further
aspects of the programme were discussed and approved.
Important drivers of the programme were addressed such as
the future of banking, the journey of convergence, maintaining
commercial momentum, how to fund and drive the
transformation, as well as risk management. The importance
was acknowledged of taking into account the duty of care
towards the Bank’s stakeholders that may be impacted by the
transition. Accelerating Think Forward was announced on 3
October 2016, during the ING Investor Day. ING also
appointed a Chief Transformation Officer, an additional
responsibility of the COO.

In connection with accelerating Think Forward , the MTP 2017-
2019 was discussed and approved by November 2016, which
is an acceleration compared to previous years.

Financial and risk reporting

The fourth quarter and annual financial results for 2015 and
2016 were discussed in February 2016 and in March 2017
respectively. This included the related press release and
reports from the external auditor. The Management Board's
assessment of the adequacy and effectiveness of the risk
management and control systems was also discussed.

ING Bank’s Annual Report, was reviewed and the annual
accounts were approved. The 2016 quarterly results were
reviewed and discussed in May, August and November 2016
with the external auditor being able to issue an unqualified
review opinion on the half year financial results. During 2016
ING Bank paid EUR 1,345 million dividend to ING Groep N.V.

The Supervisory Board approved the annual review of the risk
appetite framework that was updated to reflect recent
regulatory changes. Throughout the year, the Supervisory
Board was informed in detail on the potential risks for ING,
including those relating to the Panama Papers, Brexit and the
political and economic developments in various countries and
regions.

In order to comply with the mandatory external auditor
rotation, KPMG is ING's new external auditor as per the
financial year 2016. KPMG declared independence from ING
per 1 October 2015 in its role as new auditor and it was
confirmed that KPMG's independence is compliant with
applicable rules and regulations. As of October 2015 EY
facilitated the auditor transition. As per 28 September 2016,
EY was no longer required to be independent in accordance
with independence regulations applicable to audit firms.

Throughout the year the Supervisory Board was updated on
and discussed regulatory risk including the associated
operational and anticipated financial impact. Since the start of
ECB supervision the increase in regulatory reporting has been
significant. Reporting timelines also shortened and requested
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data granularity has increased, in addition to local
requirements to be met. ING aims to safeguard that all
reporting processes and data quality continue to be up to
standards. The aggregate impact of upcoming new regulatory
reporting requirements is expected to be substantial, also as a
consequence of additional capital requirements.

Internal Supervisory Board meetings

During the internal meetings of the Supervisory Board (which
were joined by the CEO, except when the annual self-
evaluation of the Supervisory Board or matters concerning the
CEO were discussed), the Management Board Banking 2015
performance assessments were discussed and approved. Also
the variable remuneration proposals for the employees in
scope relating to 2015 were discussed and decided on.
Furthermore the Executive and Management Board Banking
2016 targets were approved.

The future composition of the Management Board Banking
and the Supervisory Board, its committees and potential
candidates were a recurring topic of discussion in light of
various developments. In addition ING's talent and succession
planning were discussed including the outcome of the Annual
Talent Review. Remuneration was also a recurring agenda
item. The Supervisory Board approved the update of ING's
Remuneration Framework 2017.

The Supervisory Board self-assessment was also on the
agenda. The action points resulting from last year's self-
assessment were acted upon during the year. As was the case
in the previous year, an independent external party facilitated
the 2016 self-assessment process for the (members of the)
Supervisory Board and its committees by drafting the
questionnaires as well as the reports with the results. The
questionnaires built upon the ones from the previous year
were designed in such a way that a comparison between two
consecutive years could be made. Similar as for 2015, input
was also requested from several executives who regularly
interact with the Supervisory Board and attend Supervisory
Board meetings. The questionnaires were completed in
December 2016, after which in the first quarter of 2017
bilateral meetings were held between the chairman of the
Supervisory Board and each member (for the chairman, a
bilateral meeting was held between the vice-chairman and
the chairman).The respective committee results were then
discussed in each committee meeting, with the overall results
and conclusions being discussed in the internal Supervisory
Board meeting (without the Management Board Banking
members present). In general, the performance of the
committees was rated highly overall and the performance of
the Supervisory Board was considered to at least have been
maintained and even improved in several areas since last
year’s review. A number of suggestions were made as
priorities for improving the performance of the Supervisory
Board over the coming year, such as increasing the focus on
business issues, having more in-depth discussion time, and
addressing the delegation of matters to be dealt with
between the Supervisory Board and its committees.
Additional key priorities identified were continued close
monitoring and assessment of the developments in the
regulatory and external supervision landscape as well as in
the areas of non-financial risk, compliance and internal
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control. Attention will also continue to be paid to the
challenging role and countervailing power of the Supervisory
Board towards the Management Board.

The Supervisory Board also met in closed sessions, with
Supervisory Board members only, in advance of the regular
Supervisory Board meetings.

The purpose of these pre-meetings is to have a ‘check-in" and
to provide the possibility for airing early concerns in advance
of the regular meetings.

Audit Committee meetings

In 2016, the Audit Committee met five times. On average, 95
percent of the members were present at the scheduled
meetings.

The Audit Committee discussed the quarterly results, the
interim accounts and the annual accounts. Key audit matters,
as included in the auditors’ reports and management letter
were also a topic of discussion. In addition to the financial
results and accounts, the subjects of the Audit Committee’s
regular deliberations also included financial reporting,
auditor's independence and fees, the overall internal control
environment that also addressed user access management,
the internal controls over financial reporting, the external
auditor reports and management letters, and capital
management related matters. The Audit Committee also
reviewed the quarterly press releases related to the results.

Specific attention was paid to a variety of other, related topics
as well, such as financial reporting standards (IFRS 9), the
updated internal audit charter, netting of notional cash pools,
deferred tax, the governance of ING's booking centres around
the world, the Dutch SME interest rate derivatives case, the
financial control enhancement plan, the quarterly whistle-
blower report, CRR remuneration disclosures and sector-wide
reviews on market conduct. User Access Management (UAM)
was discussed as an important element of the control
framework over financial reporting. These controls were
discussed extensively, and as a result requirements increased
and key control testing has been improved. In 2017 efforts will
continue to further enhance ING's UAM.

All relevant items discussed by the Audit Committee were
reported to the Supervisory Board with the Supervisory Board
approving those items as required from a governance
perspective. Directly following the Audit Committee meetings,
the members of the Audit Committee met with the internal
and external auditors to seek confirmation that all relevant
topics were discussed in the Audit Committee meetings. In
addition to the Audit Committee meetings, the chairman of
the Audit Committee regularly held separate sessions with
the independent external auditor, the head of the Corporate
Audit Services department and the CFO. In addition he also
met with different senior managers.

Risk Committee meetings

The Risk Committee met four times in 2016 with no
absentees. As with the meetings of the other
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committees, all relevant items discussed by the Risk
Committee were reported to the Supervisory Board with the
Supervisory Board approving those items as required from a
governance perspective.

In each Risk Committee meeting both the financial and non-
financial risk reports were discussed in detail including the
status of ING's metrics with regard to solvency, liquidity,
capital, credit risk, country risk and market risk.

In addition a wide range of other topics were discussed, such
as IT risk, capital requirements, Customer Due Diligence /
Know Your Customer, expected loss and

loss given default limits, and Brexit. Also other future risks and
various stress test scenarios were looked into, ranging from
regulatory uncertainty to continued low interest rates.

Other important topics on the agenda related to risk
modelling and model validation, the requlatory risk aspect,
ensuring compliance with the CRD IV / CRR requirements and
the results of the continuous dialogue between ING and the
external supervisors related to risk management.

As a standard practice, the annual risk appetite statements,
now also including one for profitability risk, were reviewed and
supported.

Nomination Committee meetings
The Nomination Committee met seven times in 2016 with no
absentees.

In the first half of 2016 the Nomination Committee discussed
the hiring of Isabel Fernandez who was appointed member of
the Management Board Banking as per 1 September 2016 and
Head of Wholesale Banking succeeding William Connelly as
per 1 November 2016. In light of various developments In the
second half of 2016, future succession scenarios in general for
the Management Board Banking were discussed as well as the
future composition of the Supervisory Board. Various diversity
related aspects were taken into account, such as the
minimum and optimal size of a Supervisory Board combined
with a sound and reasonable balance in representation of
geographies, gender, and financial and generalist expertise.
Several potential candidates were discussed for various
positions, including that of a candidate qualifying as financial
expert as defined by the SEC in its final rule implementing
section 407 of the Sarbanes-Oxley Act of 2002, thereby taking
into account ING's diversity policy. This resulted in short lists
of potential candidates to be appointed to the Supervisory
Board.

In addition, the outcomes and achievements following the
Annual Talent Review were discussed. The approach for this
year's process was shared with the Supervisory Board and the
2016 results were discussed in January 2017. Both the
process and reporting had improved resulting in increased
transparency. Improving diversity at the higher management
levels, senior management succession planning and
accelerating refreshment continued to be focus points. Special
attention was also paid to performance management and
how to enhance the process and its effectiveness by means of
fostering continuous conversations between managers and
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employees throughout the year. Attention was also paid
specifically to regrettable losses among senior managers who
left ING in 2016 for various reasons.

Remuneration Committee meetings
In 2016, the Remuneration Committee met seven times with
no absentees.

At the start of 2016 the Chairman of the Supervisory Board
informed the Remuneration Committee of the results of the
meetings he had with various Dutch politicians and labour
unions to discuss remuneration of Dutch companies in
general. Also the proposed amendments to the existing
remuneration for the members of the management board
were on the agenda as was the renewal of the Supervisory
Board's remuneration policy. These were approved in the
2016 Annual General Meeting.

The Remuneration Committee reviewed the thresholds above
which the pool for variable remuneration may be used for
actually granting variable remuneration. It discussed the
variable remuneration pool and reviewed the performance
assessment for Management Board Banking, as well as the
variable remuneration proposals. The remuneration proposals
for Identified Staff were also reviewed, including potential
cases for holdback of deferred compensation by way of
malus.

In addition, the proposed 2016 targets for the Management
Board Banking members were approved.

The ING Bank remunerations framework was updated to align
with the renewed EBA guidelines that took effect per 1
January 2017.

Throughout the year the Remuneration Committee approved
Identified Staff related remuneration matters, based on ING's
accompanying governance framework.

The framework itself was also reviewed with regard to the
boards' approval and notification requirements.

Corporate Governance Committee meetings
The Corporate Governance Committee met four times with no
absentees.

During the year the Committee also discussed the draft
proposal for the new Dutch Corporate Governance Code that
was published on 11 February 2016. The final version of the
revised Code was published on 8 December 2016. The new
Code will take effect as per the reporting year 2017 assuming
it will be embedded in Dutch law. The implications for ING are
being assessed and will be embedded in ING’s governance to
the extent needed and applicable.

Furthermore, the Management Board Banking and
Supervisory Board charters were updated and discussed.
These will be updated again if needed to cater for the new
Dutch Corporate Governance Code requirements.

20

The committee also discussed the results of the continuous
dialogue between ING and the external supervisors related to
corporate governance.

Composition of the Management Board

As per 1 September 2016, as first female member of the
Management Board Banking, Isabel Fernandez joined ING. She
succeeded William Connelly as head of Wholesale Banking as
per 1 November 2016.

Composition of the Supervisory Board

At the Annual General Meeting on 25 April 2016, Ann Sherry
was appointed a member of the Supervisory Board. Joost
Kuiper stepped down due to health reasons. In May 2016,
Mariana Gheorghe became a member of the Risk Committee
and Robert Reibestein became a member of the
Remuneration Committee.

The Nomination Committee and the Supervisory Board will
continue to strive for an adequate and balanced composition
of the Supervisory Board when selecting and nominating new
members for appointment, taking into account ING's diversity
policy.

Currently, only one Supervisory Board member, Eric Boyer de
la Giroday, qualifies as “non-independent” as defined in the
best practice provision lI.2.2 of the currently applicable Dutch
Corporate Governance Code. According to this Code no more
than one person can be non-independent. He is considered
not independent because of his position as Chairman of the
Board of Directors of ING Belgium S.A./N.V. and his former
positions as a member of the Executive Board of ING Groep
N.V. and vice-chairman of the Management Board Banking of
ING Bank N.V.

Appreciation for the Management Board and ING
employees

The Supervisory Board would like to thank the members of the
Management Board Banking for their hard work in 2016. The
delivery on ING's ambitions and purpose through the Think
Forward strategy is something to be proud of as well as the
delivery of a programme to further accelerate this strategy to
create a scalable banking platform to cater for continued
commercial growth, an improved customer experience and a
quicker delivery of products. The Supervisory Board would like
to thank all ING employees for their contribution in realising
this and for continuing to serve the interests of customers,
shareholders and other stakeholders of ING.

Amsterdam, 13 March 2017

The Supervisory Board
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Consolidated statement of financial position

as at 31 December

in EUR million 2016 2015 2014
Assets

Cash and balances with central banks 2 18,144 21,458 12,222
Loans and advances to banks 3 28,872 29,966 37,122
Financial assets at fair value through profit or loss 4

— trading assets 114,512 131,485 136,964
- non-trading derivatives 2,309 3,216 4,303
— designated as at fair value through profit or loss 5,099 3,234 2,756
Investments 5

— available-for-sale 82,912 87,000 95,401
— held-to-maturity 8,751 7,826 2,239
Loans and advances to customers?! 6 562,873 700,007 703,920
Investments in associates and joint ventures 7 1,003 842 861
Property and equipment 8 2,002 2,027 2,100
Intangible assets 9 1,484 1,567 1,655
Current tax assets 252 279 289
Deferred tax assets 32 1,000 813 1,126
Other assets 10 14,706 12,272 12,716
Assets held for sale 729
Total assets 843,919 1,001,992 1,014,403
Liabilities

Deposits from banks 11 31,964 33,808 30,003
Customer deposits! 12 531,096 672,204 675,082
Financial liabilities at fair value through profit or loss 13

— trading liabilities 83,167 88,807 97,091
— non-trading derivatives 3,585 4,364 6,357
— designated as at fair value through profit or loss 12,266 12,616 13,551
Current tax liabilities 546 590 442
Deferred tax liabilities 32 919 645 872
Provisions 14 2,028 964 1,017
Other liabilities 15 16,793 13,023 13,744
Debt securities in issue 16 101,305 117,556 120,959
Subordinated loans 17 16,104 15,920 16,599
Total liabilities 799,773 960,497 975,717
Equity 18

Share capital and share premium 17,067 17,067 17,067
Other reserves 5,835 5,784 5,479
Retained earnings 20,638 18,006 15,518
Shareholders’ equity (parent) 43,540 40,857 38,064
Non-controlling interests 606 638 622
Total equity 44,146 41,495 38,686
Total liabilities and equity 843,919 1,001,992 1,014,403

1 Loans and advances to customers and Customer deposits, as at 31 December 2015 and 2014, are adjusted as a result of a change in accounting policies.
Reference is made to Note 1 ‘Accounting policies’ - Changes in accounting policies in 2016.

References relate to the accompanying notes. These form an integral part of the Consolidated annual accounts.

Reference is made to Note 1 ‘Accounting policies’ for information on Changes in presentation of the Consolidated annual accounts and
related notes.
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Consolidated statement of profit or loss

for the years ended 31 December

in EUR million 2016 2016 2015 2015 2014 2014
Interest income 44221 46,397 48,376

Interest expense -30,904 -33,653 -35,770

Net interest income 19 13,317 12,744 12,606
Commission income 3,581 3,420 3,314

Commission expense -1,148 -1,100 -1,023

Net commission income 20 2,433 2,320 2,291
Valuation results and net trading income 21 1,093 1,333 191
Investment income 22 421 127 213
Share of result from associates and joint ventures 7 77 493 76
Result on disposal of group companies 23 1 2 195
Other income 24 172 51 102
Total income 17,514 17,070 15,674
Addition to loan loss provisions 6 974 1,347 1,594
Staff expenses 25 5,036 4,962 5,783
Other operating expenses 26 5,567 4,346 4,442
Total expenses 11,577 10,655 11,819
Result before tax 5,937 6,415 3,855
Taxation 32 1,635 1,684 1,032
Net result (before non-controlling interests) 4,302 4,731 2,823
Net result attributable to Non-controlling interests 75 72 79
Net result attributable to shareholder of the parent 4,227 4,659 2,744
Dividend per ordinary share (in euros) 2.89 4.73 2.63
Total amount of dividend paid (in millions of euros) 1,345 2,200 1,225

References relate to the accompanying notes. These form an integral part of the Consolidated annual accounts.

Reference is made to Note 1 ‘Accounting policies’ for information on Changes in presentation of the Consolidated annual accounts and

related notes.

ING Bank Annual Report 2016
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Consolidated statement of comprehensive
income

for the years ended 31 December

in EUR million 2016 2015 2014
Net result (before non-controlling interests) 4,302 4,731 2,823

Other comprehensive income

Items that will not be reclassified to the statement of profit or loss:
Unrealised revaluations property in own use 2 35 -29
Remeasurement of the net defined benefit asset/liability 31 -65 64 -88

Items that may subsequently be reclassified to the statement of profit or loss:

Unrealised revaluations available-for-sale investments and other revaluations 189 288 1,878
Realised gains/losses transferred to the statement of profit or loss =272 -17 -121
Changes in cash flow hedge reserve 68 -218 1,714
Exchange rate differences -273 95 369
Share of other comprehensive income of associates and joint ventures and other income 5 -9 35
Total comprehensive income 3,956 4,969 6,581

Comprehensive income attributable to:

Non-controlling interests 46 152
Shareholders of the parent 3,956 4,923 6,429
3,956 4,969 6,581

References relate to the accompanying notes. These form an integral part of the Consolidated annual accounts.

Reference is made to Note 32 ‘Taxation’ for the disclosure on the income tax effects on each component of the other comprehensive
income.

ING Bank Annual Report 2016 25
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Consolidated statement of changes in equity

Share Share-
capital and holders’ Non-

share Other  Retained equity controlling Total
in EUR million premium reserves  earnings (parent) interests equity
Balance as at 1 January 2016 17,067 5,784 18,006 40,857 638 41,495
Unrealised revaluations available-for-sale investments and other
revaluations 208 208 -19 189
Realised gains/losses transferred to the statement of profit or loss =272 =272 =272
Changes in cash flow hedge reserve 102 102 -34 68
Unrealised revaluations property in own use 2 2 2
Remeasurement of the net defined benefit asset/liability 31 -65 -65 -65
Exchange rate differences -251 -251 -22 -273
Share of other comprehensive income of associates and joint ventures
and other income 203 -198 5 5
Total amount recognised directly in other comprehensive income -73 -198 -271 -75 -346
Net result 124 4,103 4,227 75 4,302
Total comprehensive income 51 3,905 3,956 - 3,956
Dividends -1,345 -1,345 =52 -1,377
Employee stock option and share plans 72 72 72
Balance as at 31 December 2016 17,067 5,835 20,638 43,540 606 44,146

References relate to the accompanying notes. These form an integral part of the Consolidated annual accounts.

Changes in individual Reserve components are presented in Note 18 ‘Equity’.

ING Bank Annual Report 2016 26
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Consolidated statement of changes in equity of ING Bank - continued

Share Share-
capital and holders’ Non-

share Other  Retained equity controlling Total
in EUR million premium reserves  earnings (parent) interests equity
Balance as at 1 January 2015 17,067 5,479 15,518 38,064 622 38,686
Unrealised revaluations available-for-sale investments and other
revaluations 298 298 -10 288
Realised gains/losses transferred to the statement of profit or loss -17 -17 -17
Changes in cash flow hedge 