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1. General notes in relation to the evolution of the balance sheet and 
income statement. 

 

1.1. General notes in relation to the evolution of the balance sheet. 
 
In 2022, the balance sheet total of the Group increased by EUR 830.0 million. Regarding the composition 
of the balance sheet assets, financial assets continue to be measured at amortized cost. At 90.5%, they are 
still the main component of the assets. Cash and cash balances at central banks are the second largest 
component, at 13.2%. 
 
On the asset side, "cash and cash balances at central banks" recorded the highest increase, with EUR +2.135 
billion. This increase is mainly due to holdings with the central bank. Loans and advances to customers 
increased by EUR 2.001 billion. This increase is due to a good credit production, which was above 
repayments in 2022. In 2022, loan production amounted to EUR 8.1 billion, mostly in the retail segment. 
 
Another major development on the asset side is the "change in the fair value of items covered under an 
interest rate risk hedge", but this time in a negative manner for an amount of EUR -3.581 billion, 
corresponding to the change in market value due to the evolution of financial markets. 
 
98% of the Group’s liabilities are measured at amortised cost. Most of this amount (93.8% of the balance 
sheet total) concerns customer deposits. 
 
"Financial liabilities at fair value through profit or loss" decreased by EUR 366 million in 2022, due to the 
maturities of Euro Medium Term Notes (EMTNs) for EUR -272 million, a decrease in Market To Market 
(MTMs) for EUR -71 million, and a decrease in debt value adjustments (DVA) for an amount of EUR -23 
million. 
 
"Financial liabilities measured at amortised cost" increased by EUR 946 million. On the one hand, debts 
securities and subordinated liabilities (i.e. savings certificates, deposit certificates and subordinated loans 
respectively) decreased by EUR 430 million. It should be noted that this decrease is mainly due to the EUR 
-458 million evolution of covered bonds, the EUR 256 million decrease in certificates of deposit and the 
EUR 17 million decrease in subordinated bonds, offset by the issuance of EUR +301 million in Senior Non 
Preferred (SNP) certificates by Crelan in the course of 2022. On the other hand, deposits with credit 
institutions decreased by EUR 61 million while customer deposits increased by EUR 1,204 million. Finally, 
other financial liabilities rose by EUR 233 million mainly as a result of the increase in cash collateral. 
 
"Provisions" rose by EUR 65 million compared to 2021. There are several reasons for this increase: on the 
one hand, the fact that in 2021 certain provisions were reclassified to other liabilities for EUR 58 million, 
which was not the case in 2022 and actually generates a EUR 70 million increase corresponding to the 
balance of the provision for the pension plans at the end of 2022; on the other hand, a EUR 4 million 
decrease both in the provisions for commitments and guarantees and the EUR 1 million decrease in the 
provisions for litigation and miscellaneous claims. 
 
The movements in equity capital are justified by a EUR 16.8 million additional subscriptions by cooperators 
following the sale of shares in 2022, the EUR 98.7 million increase in the reserves after setting aside the 
2021 result (after assigning the EUR 26.6 million dividends to members), the EUR 522.7 million increase in 
the accumulated profit divided between the allocation of the 2021 result (EUR +536 million) and the 
recording of interest on capital securities issued in 2021 (EUR -13.3 million). 
 
The result decreased due to two exceptional events that occurred in 2021: on the one hand, a EUR 598.8 
million negative goodwill following the purchase of AXA Bank Belgium, and on the other hand, a EUR 
46.6 million capital gain on the sale of Crelan Insurance. Apart from these two events, the 2022 result shows 
a significant improvement compared to 2021. 
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The Group's CAR (Capital Adequacy Ratio) (including AXA Bank Belgium) is 26.28%, compared to 19.74% 
at the end of 2021. The Tier 1 ratio was 24.02% at the end of 2022 compared to 17.97% at the end of 2021. 
Therefore, the capital ratios remain very high and confirm the Group’s strong financial health. 
 
 

1.2. General notes in relation to the evolution of the income statement 
 
Since Crelan Insurance was sold in 2021 as part of the takeover of AXA Bank Belgium, all gains and losses 
of Crelan Insurance in 2020 and 2021 were transferred to a separate line, namely, " Profit or (-) loss from 
non-current assets and disposal groups classified as held for sale". 
 
An important event in 2022, which can help to understand the evolution compared to 2021, is the addition 
of AXA Bank Belgium's figures in the income statement for the first time, which explains the strong 
variations between the two years. 
 
"Interest income" increased by EUR 509.7 million, including the EUR 467.4 million added from AXA Bank 
Belgium.  
The evolution of interest income, excluding the addition of AXA Bank Belgium in 2022, shows a growth 
of EUR 42.3 million mainly in "financial assets measured at amortized cost" (changes in interest rates and 
good credit production). 
"Interest expenses" increased by EUR 5.4 million, excluding the contribution from AXA Bank Belgium 
(EUR 87.8 million, including EUR 82.4 million from AXA Bank Belgium in 2022), mainly due to the 
increase in "financial liabilities measured at amortised cost" (EUR +13.7 million). This increase is as a result 
of the issuance of SNP (Senior Non-Preferred) for EUR 300 million in 2022 and of subordinated debts for 
EUR 200 million at the end of 2021, and is mainly offset by the decrease in the interest (EUR -7.9 million ) 
on cash collateral with the London Clearing House and on assets held with the National Bank (evolution of 
rates). 
 
The total interest income and expenses thus increased by EUR 421.8 million, including EUR 374.3 million 
resulting from the addition of AXA Bank Belgium data in 2022. 
 
The line "Gains or losses on financial assets & liabilities not measured at fair value through profit or 
loss(net)" mainly pertains to gains on private equity and investments (for EUR 0.4 million) and income 
made from the sale of non-performing loans (for EUR 1.2 million). All this results in an income of EUR 
7.5 million in 2022, compared to EUR 2.6 million in 2021. 
 
For the items "Gains or losses on financial assets and liabilities held for trading (net)" and "Gains or losses 
on financial assets and liabilities designated at fair value through profit or loss (net)", the amounts come 
almost entirely from AXA Bank Belgium. The former includes realised and unrealised gains on EMTNs 
(European Medium Term Notes) as well as changes in the market value of receiver swaps (EUR -64.5 
million) while the latter also includes results related to EMTNs (European Medium Term Notes) (EUR 
+50.2 million). 
 
"Fee and commission income" (commission income activity) increased by EUR 117.4 million in 2022, 
including EUR 111.4 million from AXA Bank Belgium. Without the addition of AXA Bank Belgium data, 
the remaining EUR 6.0 million increase is mainly due to an increase in commissions in 2022, amounting to 
EUR 9.6 million, mainly on payment services, an increase in management fees for EUR 3.1 million and an 
increase in insurance fees received (for UR 0.5 million, all of which was offset by a decrease in securities 
transaction fees for EUR -7.2 million. 
 
The commissions paid to agents increased by EUR 97.1 million compared to 2021, including EUR 91.9 
million from the addition of AXA Bank Belgium figures in 2022. Without the AXA Bank Belgium figures, 
this increase is due to a combination of the following factors: the increase in trailer fees, offset by the 
decrease in growth fees, intervention fees for revitalisation and production fees, also decreasing at the off-
balance sheet level. 
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"Other operating income" increased by EUR 8.2 million in 2022, including EUR 15.1 million after the 
addition of AXA Bank Belgium's figures in 2022. Without the AXA Bank Belgium figures, we have a 
decrease of EUR 6.9 million mainly due to the first-time activation of credit processing fee recoveries for 
EUR -7.5 million at Crelan, exceptional recoveries in 2022 not encountered in 2021 for EUR +2.2 million, 
a decrease in rebilling to Crelan Insurance for EUR -0.7 million in 2022 and finally, a decrease in recoveries 
on deposits for EUR -0.3 million. 
 
"Other operating expenses" fell by EUR 9.1 million compared to 2021; this is due to the fact that in 2021 
the costs for the closing with AXA Bank Belgium were included in this item (Success Fees). 
 
Administrative costs and depreciation 
 
"Total interest income and expenses" thus increased by EUR 259.4 million, including EUR 230.4 million 
resulting from the addition of AXA Bank Belgium data in 2022. If we exclude the AXA Bank Belgium data 
added in 2022 and intra-group activities with AXA Bank Belgium, we see that staff expenses increased by 
EUR 12.1 million compared to 2021 (mainly due to salary indexation in 2022), while "other administrative 
expenses" increased (EUR 51.6 million). This increase was mainly due to merger related costs (EUR +27.2 
million), higher vehicle leasing and personnel counselling costs (EUR +1.6 million), higher IT costs (EUR 
+16.9 million), higher bank charges (EUR +2.1 million), other cost increases (EUR +1.8 million), and finally 
an increase in other operating expenses (EUR +2.0 million), particularly due to the increase in the 
contributions to supervisory bodies (FSMA, NBB, etc.). 
 
The item "Cash contributions to resolution funds and deposit guarantee schemes" increased by EUR +24.6 
million, including the EUR +23.9 million added from AXA Bank Belgium data in 2022. 
 
"Depreciation" increased by EUR +4.5 million in 2022, including the EUR +4.4 million added from AXA 
Bank Belgium figures in 2022.  
 
Since 2020 a new expense has been appearing under the line "Modification gains or losses, net" which 
corresponds to the loss incurred as a result of interest not received for Covid files for income below EUR 
1,700. This new expense amounts to EUR 0.1 million for 2022, to be fully attributed to AXA Bank Belgium. 
 
Cost/income ratio (CIR) fell to 67.30% in 2022 from 73.81% in 2021. 
 
Allowances and impairment 
 
"Provisions" increased by EUR 11.4 million, including the EUR 9.9 million added from AXA Bank Belgium 
in 2022. This change is mainly due to a EUR 4.6 million decrease, at Crelan, recorded in 2022, in the 
provisions for restructuring (head office and network) set up in 2016 but also as a result of the increase in 
the provisions for litigation and miscellaneous claims by EUR +2.3 million and of the increase in the 
provision for given commitments and guarantees by EUR +1.2 million. Finally, a change in the distribution 
of the provision (pension plan) included in the provisions in 2022 and in personal expenses in 2021 means 
that the provision amount fell by EUR 0.2 million. At Europabank we recorded a decrease of EUR 0.2 
million. 
  
"Impairment" increased by EUR 2.4 million in 2022. 
 
The table below provides a breakdown of this evolution by entity. 
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Notes to this table: 
 
In 2022, the geopolitical situation (war in Ukraine, energy crisis, economic activity) had a negative impact 
on the macro-economic parameters used in the calculation and valuation models for clients having a 
negative impact on adjustments in the value of loans calculated in our systems, resulting in an additional 
cost of Stage 1 & 2 provisions above that of 2021 by EUR 14.3 million. 
 
At Crelan, regarding Stage 3 (700 and CTX status), we observe an overall negative trend compared to 2021 
for an amount of EUR 5.1 million. Evolution due to the economic situation outlined above and an additional 
global provision of EUR 1.2 million for Stage 3. 
 
We have an overall increase in the provisions for an amount of EUR 1.8 million for Europabank. 
 
AXA Bank Belgium had made an additional provision for stages 1&2 of EUR 29.6 million in 2021. 
 
Finally, an important factor in the explanation of the evolution of the result in 2022, compared to 2021, is 
the recording of excess badwill following the final payment for the acquisition of AXA Bank Belgium for 
an amount of EUR 3.7 million compared to EUR 598.8 million initially in 2021. 
 
General result 
 
Pre-tax profit thus fell from EUR 684.5 million to EUR 213.4 million, including EUR 149.5 million for 
AXA Bank Belgium. The main impacts are on various items: the increase in financial and operating income 
for EUR +411.6 million (including EUR +408.8 million for AXA Bank Belgium), the increase in 
administrative costs for EUR +259.4 million (including EUR +230.4 million for AXA Bank Belgium), the 
increase in contributions to the resolution funds and deposit guarantee schemes for EUR+24.6 million 
(including EUR +23.9 million for AXA Bank Belgium), the net increase in provisions and depreciation for 
an amount of EUR +2.4 million, the badwill for EUR 3.7 million in 2022, i.e. a decrease of EUR 595.1 
million compared to 2021, and finally the decrease in the result of Crelan Insurance for EUR -8.5 million 
included in a separate line as held for sale because it was sold at the end of 2021. 
 
"Tax expenses" increased by EUR 31.0 million compared to 2021, including EUR 45 million due to the 
addition of AXA Bank Belgium 's figures in 2022. Regardless of this addition, we observe a decrease in 
deferred taxes. The net result thus decreased by EUR 502.1 million to EUR 158.2 million at the end of 2022. 
 
Return on equity was 7.33% at the end of 2022 compared to 51.39% at the end of 2021 (taking into account 
badwill and the capital gain on the sale of Crelan Insurance). (If these two factors are not taken into account, 
it would be 5.16%).  
 
Return on assets (ratio between the net result for the year and the total assets at the end of the year) was 
0.29% at the end of 2022 compared to 1.25% at the end of 2021 (taking into account goodwill and the 
capital gain on the sale of Crelan Insurance). (If these two factors are not taken into account, it would be 
0.28%). 
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2. General information 
 

2.1. Official name and legal form of the entity 
 
The Crelan Group (hereinafter to be referred to as the "Group") comprises Crelan NV, the cooperative 
bank (society) CrelanCo CV, Europabank NV and AXA Bank Belgium NV (including subsidiaries).  
 
The aforementioned takeover of AXA Bank Belgium by the Crelan Group was completed on 31 December 
2021 and, linked to this event, the sale of Crelan Insurance. 
 
 

2.2. The domicile, country of formation and address of the registered office 
 
Crelan NV was formed and is established in Belgium. The main office is at Sylvain Dupuislaan 251, 1070 
Brussels. 
 
 

2.3. Main activities 
 
The Crelan Group now has 4,551 employees (2021: 4,883 employees), 833 points of sale (2021: 881 points 
of sale), 1,790,823 customers (2021: 1,799,525 customers) and 277,755 shareholders (2021: 274,003 
shareholders). 
 
Crelan NV is a medium-sized Belgian retail bank and has 277,755 shareholders, a strong cooperative 
anchoring. The bank offers full banking services to farmers and horticulturists, private customers, self-
employed persons and businesses through a network of independent branch managers (bank branches). 
 
In 2007, the insurance corporation Crelan Insurance NV was formed. On 31 December 2021, the insurance 
corporation was sold within the framework of the takeover of AXA Bank Belgium. Through Crelan 
Insurance NV, the Group commercialised outstanding balance insurances, finance settlement insurances 
(i.e., to settle a debt) and temporary death cover insurances. 
 
Europabank NV is a true niche bank because of the very specific products and services it offers. The greatest 
area of expertise of Europabank NV is granting credit to customers with a different risk profile when 
compared to the Crelan NV customer base. Granting credit takes place through a simple network of 
agencies and through self-employed brokers. On the deposit side, the emphasis is on traditional savings 
products. In addition, Europabank NV attracts more and more businesses and dealers with its unique card 
business: Europabank NV has, after all, international Visa and MasterCard licences. 
 
The Group opted to give the niche bank Europabank NV a large degree of autonomy to further expand 
their specialised activities. 
 
On 31 December 2021, the takeover of AXA Bank Belgium was completed. 
 
The legal consolidation scope of AXA Bank Belgium comprises the Belgian banking, the subsidiaries AXA 
Belgium Finance B.V. and AXA Bank Europe SCF (Société de Crédit Foncier), the special purpose vehicle 
(SPV) Royal Street NV as well as the Caspr S.à r.l. formed in 2020. The subsidiary Beran NV has not been 
included in the consolidation scope in view of its negligible significance. 
 
AXA Bank Belgium offers a range of banking products for private and professional customers. It mainly 
concerns loans, investment solutions, easily marketable bank transactions and securities accounts.  
 
The Crelan Group is taking an important position in the Belgian banking landscape with the takeover of 
AXA Bank Belgium. 
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By combining forces, Crelan and AXA Bank Belgium can better anticipate on the strongly changing financial 
world with ever faster digitisation and additional investments. During the coming year, both banks will 
continue to prepare the merger in order to continue all banking activities thereafter under the Crelan logo. 
Until then, both banks will continue to exist alongside each other. Nothing will change in the short term for 
customers. 
 
 

2.4. Structure of the Crelan Group 
 
Crelan NV and the authorised cooperative bank CrelanCo CV, of which the commitments support each 
other, together form a federation of credit institutions in the meaning of Article 61 of the Act of 22 March 
1993 regarding the status of credit institutions where Crelan NV assumes the role of central institution in 
accordance with Article 239 of the Act of 25 April 2014 regarding the status of credit institutions and their 
supervision. There is total solidarity between the different entities of the Group.  
 
CrelanCo CV was formed on 5 November 2015 after the merger of CV Lanbokas, CV Agricaisse and eight 
regional cooperative banks. The cooperative values are, in this way, combined in one strong and 
creditworthy cooperative society. 
 
The cooperative capital of CrelanCo CV is the property of 277,755 shareholders, farmers and private 
customers. The operational management of CrelanCo CV is implemented by the executive board of Crelan 
NV. 
 
Since halfway through 2015, the authorised cooperative bank CrelanCo CV holds 100% of the total number 
of shares and rights to vote in Crelan NV. On 31 December 2021, the cooperative bank CrelanCo CV is 
also the full owner of AXA Bank Belgium. 
 
Crelan NV owns 100% of the Europabank NV shares. Europabank NV has been part of the Crelan Group 
since 2004.  
 
The Consolidated Financial Statements of the Crelan Group therefore comprise the figures of the 
authorised cooperative bank CrelanCo CV, Crelan NV and its subsidiaries Europabank NV and AXA Bank 
Belgium NV. 
 
There is no significant limitation that applies to the Group with regard to its access to or use of assets within 
the Group; or to settle the liabilities within the Group. 
 
The diagram below gives a simplified overview of the structure of the Group.  
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2.5. Geographic location 
 
The Crelan Group only focuses on the Belgian market.  
 
 

2.6. Employees of the Group 
 
At the end of December 2022, the Group had 4,551 employees of which 1,738 employees and 2,813 self-
employed agents and employees of self-employed agents when compared to 4,883 employees at the end of 
2021 (1,813 employees and 3,070 self-employed agents and employees of self-employed agents). Of the 
4,551 employees, AXA Bank Belgium has 1,991 employees. 
 
With regard to pension liabilities, the Group has various defined retirement benefit plans (see item 4.13). 
 
 

2.7. Events after the balance sheet date 
 
2.7.1. Dividend 
 
The Board of Directors will propose that CrelanCo CV allocates a dividend of 4% or EUR 0.37 per share 
for an overall amount of EUR 35.5 million (2022: EUR 26.6 million) during the General Meeting of 
Shareholders to be held on 27 April 2023. This dividend provides an attractive return within the current 
climate of low interest rates. 
 
 
2.7.2. Important events after balance sheet date 
 
In January, we issued a successful Senior Non-Preferred Note in the market for EUR 500 million at 5 years. 

 

In January, the plans were explained to all bank agents of Crelan and AXA Bank of the branch network of the 

future. After an effective merger between Crelan and AXA Bank (which is expected in 2024), we plan to (still) 

have the branch network with the largest number of bank branches. We are evolving towards fewer, but larger 

branches with more expertise per branch. The process for determining the numerical impact has started. 

 

During the 2nd half of March, 2 US banks ran into financial difficulties. Crelan (and its subsidiaries) have no direct 

exposures to these banks. In the aftermath of these problems in the US, uncertainty also arose regarding Credit 

Suisse, which had to be bailed out by the Swiss government over the weekend of 18 March. Currently, we see that 

there is still nervousness surrounding the financial sector in Europe and the US, but the situation seems to be 

stabilizing. We follow the evolutions around this very attentively. In general, the bank has no material exposures 

to other banks for which no collateral is exchanged. The exchange of collateral significantly reduces the bank's 

risk. As of 24/03, there is a total amount of EUR 7.3 million in nostri accounts vis-à-vis 2 European banks for 

which no collateral was exchanged.  

In terms of indirect impact, Crelan (and its subsidiaries) have distributed through their network notes guaranteed 

by several European banks. Should the bank in question default, this could lead to a capital loss for the customers 

who bought these products. 

 

No other significant events have occurred since the balance sheet date that require an adjustment to the 

consolidated financial statements of the company as at 31 December 2022 or the notes thereto.  
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3. IAS/IFRS Statement of Compliance 
 
The Consolidated Financial Statements of the quoted companies within the European Union must be drawn 
up since 1 January 2005 with an opening balance sheet on 1 January 2004 in accordance with the standards 
of International Financial Reporting Standards ("IFRS") defined by the European Union. In various 
countries including Belgium, national supervisors have determined that all financial corporations that draw 
up Consolidated Financial Statements must also draw them up in accordance with the IFRS regardless of 
whether they are quoted on the stock market or not. As a consequence, the Crelan Group also presents the 
Consolidated Financial Statements (periodic reports) drawn up in accordance with the IAS and IFRS 
standards that apply on the balance sheet date as accepted by the European Union. 
On 28 March 2023, the Board of Directors assessed the financial statements and approved them for 
publication. The financial statements will be presented to the General Meeting of Shareholders on 27 April 
2023 for adoption. 
 
 

3.1. Application of new standards and interpretations 
 
Standards and interpretations applicable for the annual period beginning on or after 1 January 2022 : 
 

• Amendment to IFRS 16 Leases: COVID-19-Related Rent Concessions beyond 30 June 2021 
(applicable for annual periods beginning on or after 1 April 2021) 

• Amendments to IAS 16 Property, plant and equipment: income obtained for intended use 
(applicable for annual periods beginning on or after 1 January, 2022) 

• Amendments to IAS 37 Provisions, Contingent Liabilities and Contingent Assets: Onerous 
Contracts — Cost of Fulfilling a Contract (applicable for annual periods beginning on or after 1 
January 2022) 

• Amendments to IFRS 3 Business Combinations: Reference to the Conceptual Framework 
(applicable for annual periods beginning on or after 1 January 2022) 

• Annual Improvements to IFRS Standards 2018–2020 (applicable for annual periods beginning on 
or after 1 January 2022) 

 
Standards and interpretations published, but not yet applicable for the annual period beginning on 1 January 
2022 : 
 

• IFRS 17 Insurance Contracts (applicable for annual periods beginning on or after 1 January 2023) 

• Amendments to IFRS 17 Insurance contracts: Initial Application of IFRS 17 and IFRS 9 – 
Comparative Information (applicable for annual periods beginning on or after 1 January 2023) 

• Amendments to IAS 1 Presentation of Financial Statements: Classification of Liabilities as Current 
or Non-current and Non-current Liabilities with Covenants (applicable for annual periods 
beginning on or after 1 January 2024 or later, but not yet endorsed in the EU) 

• Amendments to IAS 1 Presentation of Financial Statements and IFRS Practice Statement 2: 
Disclosure of Accounting Policies (applicable for annual periods beginning on or after 1 January 
2023) 

• Amendments to IAS 8 Accounting policies, Changes in Accounting Estimates and Errors: 
Definition of Accounting Estimates (applicable for annual periods beginning on or after 1 January 
2023) 

• Amendments to IAS 12 Income Taxes: Deferred Tax related to Assets and Liabilities arising from 
a Single Transaction (applicable for annual periods beginning on or after 1 January 2023) 

• Amendments to IFRS 16 Leases: Lease Liability in a Sale and Leaseback (applicable for annual 
periods beginning on or after 1 January 2024, but not yet endorsed in the EU) 
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4. Notes regarding the balance sheet 
 

4.1. Liquid assets and current accounts at central banks 
 
The liquid assets and current accounts at central banks have been compiled as follows as on 31 December 
2022 and 2021 : 
 

 
 
The "cash" item matches the cash in the agencies. 
In addition, this section comprises the deposits at central banks as well as the monetary reserve deposits at 
the National Bank of Belgium. 
 
The deposits at central banks have increased sharply by EUR 2,139.0 million. This is due to a positive 
interest rate that applies back to these placements. 
 
For more information about the liquidity management of the bank, refer to the notes in 7.3 "Liquidity risk". 
 
 

4.2. Financial assets and liabilities held for trading 
 

 
 
The acquisition of AXA Bank Belgium mainly resulted in the "assets and liabilities held for trading" 
presented in the table above. 
 
For more information about the Derivatives of the Group, we refer to the notes in 4.14. 
 
 

4.3. Investment portfolio 
 
In view of the takeover of AXA Bank Belgium on 31 December 2021, the policy principles of AXA Bank 
Belgium are not those used by the Crelan Group. The notes below are split into, on the one hand, the Crelan 
Group excluding AXA Bank Belgium and, on the other hand, AXA Bank Belgium. 
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The tables below show the compilation of the securities portfolio as on 31 December 2022 and 31 
December 2021 : 
 

 
 

 
 
Crelan Group excl. AXA Bank Belgium 
 
The portfolios are classified based on the IFRS 9 guidelines for the classification and measurement of 
financial assets. The classification category is based on the business model and the test of principal and 
interest payments (SPPI test, i.e., SPPI = "solely payments of principal and interest"). Based on the business 
model that is documented by the financial strategy of the Group, the portfolio is nearly completely allocated 
to the hold to collect (HTC) category measured at amortised cost. The Crelan business model consists of 
investing in assets with a low risk and keeping them subsequently until the due date. Selling with regard to 
the investment portfolio only occurs in exceptional cases (for example, increased credit risk, due date within 
the same calendar year, etc.). The analysis of the sale of bonds and debentures will take place on an annual 
basis. Selling less than 5% of the global portfolio is regarded as acceptable (although with the exclusion of 
those bonds and debentures that represent a significantly increased credit risk or that mature within the 
year). 
 
The investments in the private equity fund portfolio and a limited number of participating interests were 
reported using the fair value through other comprehensive income (FVOCI). To conclude, the property 
certificates and a limited investment in a bond loan and share fund was catalogued as fair value through 
profit and loss (FVPL) in a mandatory fashion given that it is not in accordance with the SPPI criteria. 
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AXA Bank Belgium 
 
Financial assets for amortised cost 
Part of the bond portfolio that is managed is included in the "held for receiving cash flows" business model 
and measured at amortised cost to agree with the assessed maturity of the liabilities without set due date 
(such as saving accounts) and because of the return. 
 
Financial assets measured at fair value with processing of value changes in the other components of the total result (OCI) 
A bond loan is measured at fair value with the processing of value changes in the other components of the 
total result (OCI) if it complies with the following conditions and it is not earmarked as measured at fair 
value with processing of value changes in profits or losses: 

• Keeping the financial asset fits in with the business model that has the goal of keeping financial 
assets to obtain both the contractual cash flows and to sell the financial assets ("held to receive cash 
flows and to sell") 

• The contractual provisions of the asset led to contractual cash flows that only consist of refunds of 
capital and interests on the outstanding amount on specific dates. 

 
This measurement category is used by AXA Bank Belgium for the component of the bond portfolio held 
for liquidity goals, balance sheet management and optimisation of the risk versus performance. 
 
When initially including a share that is not being held for trading, AXA Bank Belgium may make a non-
revocable choice to include the fair value measurement changes in the other components of the 
comprehensive income (OCI) (with the exception of dividends that continue to be included in the profits 
or losses). This choice is made instrument-by-instrument. AXA Bank Belgium has used this option of its 
entire portfolio of shares because it is of the opinion that a measurement at fair value through the result 
would not be the correct reflection of the fact that these shares are really kept because of strategic reasons 
and not for trading. Except for non-consolidated participating interests in subsidiaries and associated 
enterprises, this portfolio includes the following shares: 
 

 
 
The measurement of these financial assets and then mainly the bond portfolio is determined based on 
market prices on an operational market. For some shares, use is made of measurement techniques based on 
market data and dividend yield. 
 
No indications are recorded either by AXA Bank Belgium that would point to a less liquid or operational 
market with regard to these securities. The information is still sufficiently available and no abnormal 
evolutions in margins or asking prices were determined, which means that the information is still sufficiently 
representative for the calculation of the fair market value.  
This is in line with the expectations since AXA Bank Belgium’s investment strategy consists of almost 
exclusively in investing in very liquid securities. 
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The table below shows the evolution of the financial portfolio during the course of the 2022 and 2021 
accounting periods : 
 

 
 

 

 
 
Crelan Group excl. AXA Bank Belgium 
 
During the course of 2022, a total amount of EUR 136 million was invested. 
In addition to the aforementioned guidelines, IFRS 9 also includes requirements for a model of provisions 
where possible credit losses are recognised based on an expected loss model. The assessed loss is calculated 
for all debt instruments classified under amortised cost or for the fair value through the OCI. The assessed 
loss calculated based on this model dropped at the end of 2022 by EUR 6,750. 
 
Macro hedging is applied to a part of the financial portfolio. The interest rate risk of a portfolio of bonds 
and debentures with analogue characteristics is hedged by using a portfolio of interest rate swap agreements. 
Changes to the fair value of the bond portfolio that can be allocated to the hedged risk leads to an 
amendment of the book value of these bonds and debentures when compared to the income statement. 
Changes in the fair value of the portfolio of current hedging assets leads to an opposite development in the 
income statement. Possible inefficiencies of the hedging relationship remain below the section "Adjustments 
to the fair value in relation to the administrative processing of hedging transactions" with regard to the 
result. 
 
AXA Bank Belgium 
 
This portfolio has decreased in 2022, on the one hand, securities came to maturity and, on the other hand, 
no securities were purchased. 
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IFRS 9: no IFRS 9 provision for possible credit loss has been started by AXA Bank Belgium. 
 
Hedging: "Micro hedging of fixed rate securities other than shares with interest rate swaps:  
Specific fixed rate securities other than shares of the investment portfolio of AXA Bank Belgium are hedged 
individually through an interest rate swap to compensate the part of the fair value fluctuation of the securities 
other than shares due to interest rate changes. Only the interest rate risk is hedged. This is usually the largest 
part of the total fair value fluctuation. The other risks that are not hedged are mainly the credit spreads and 
liquidity. The individual hedge ratio agrees with the ratio between the notional amount of the interest rate 
swap and the notional amount of the hedged security. If the efficiency of this fair value hedging can be 
proven, the value fluctuation of the hedged instrument that arises from the evolution of the interest rate of 
the fixed-income security is included in the result." 
 
For the management of the interest rate risk of the investment portfolio, refer to 7.4.  
For a discussion of the market risk of the investment portfolio, refer to 7.6. 
 
 

4.4. Loans and receivables 
 
4.4.1. Loans and receivables 
 
The loans and receivables have been split up as follows: 
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The total loan portfolio increases further in 2022 to EUR 48 billion (+ EUR 2 billion). 
 
The Crelan Group delivers the same performance in 2022 as in 2021 with an increase of the total outstanding 
amounts by 4.5% (when compared to 5.12% in 2021). This strong growth can again be ascribed to housing 
loans (EUR +1,397 million or +3.9%). 
 
The healthy outstanding loans increase for all loan categories.  
 
Overall, the quality of the loan portfolio has remained stable. There has been an increase in loans in Stage 
2, mainly in the retail segment. This is largely due to model changes, changes in parameters and scenarios 
and harmonization between AXA Bank Belgium and Crelan. 
 
The same reasons partly explain the increase in provisions for loans in Stage 1 and 2. In addition, for reasons 
of prudence, it was also decided to grant management overlays to cover potential risks associated with the 
energy crisis (both in retail and in agriculture) and the changing regulatory framework for certain agricultural 
activities. 
 
We see in 2022 an increase in doubtful loans (stage 3 + POCIs) as well as an increase in impairments created 
for this purpose. 
 
Paid-up cash deposits at a central counterparty increases till EUR 189 million (2021: EUR 156 million).  
 
Macro hedging is applied on part of the credit portfolio. For more information about this, see the notes in 
4.14. 
 
The tables below show the breakdown on 31 December 2022 and 31 December 2021 of the consolidated 
portfolio of loans and receivables with a healthy turnover, loans and receivables that have already matured 
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but that are not (yet) the object of a special impairment and loans and receivables regarding which a special 
impairment was recorded. 
 

 
 
The loans with a healthy turnover can be detailed as follows: 
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 The loans with payment arrears regarding which no individual impairment has (yet) been recorded can be 
detailed as follows as on 31 December 2022 and 2021 : 
 

 
  

 
  
When IFRS 9 started to be used (at the beginning of 2018), the existing incurred but not reported (IBNR) 
provision was replaced by the calculated provisions for loans under stages 1 and 2. As determined in IFRS 
9, both this retraction and this deposit have been recorded via the equity. 
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The table below provides the details for the loans and receivables regarding which a special impairment 
(Stage 3) was recorded: 
 

 
 

 
 
Special impairment is recorded when there are objective indications that the client can no longer meet his 
or her payment obligations. The following is, for example, meant with objective indications: arrears and 
starting bankruptcy proceedings. The special impairment shows the loss that the Group expects to suffer.  
This amount is determined as being the maximum credit risk of the client reduced by the fair value of the 
received provisions of security and other credit improvements. 
 
If a counterparty continues to be in default after repeated attempts of the Group to come to a friendly 
arrangement, the received securities and guarantees will be enforced. When all normal efforts to recover the 
claim have been used, the outstanding balance will be amortised. 
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The table below shows the changes of the impairment: 
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4.4.2. Forbearance 
 
Receivables on which forbearance measures apply are defined by the European Banking Authority (EBA) 
as contracts where the client can or will no longer meet his/her obligations due to financial difficulties, 
which means that the institution will take one of the following measures:  
 

• Amend the duration or conditions of the contract so that the client can repay its debt. 

• A full or partial refinance of the contract. 
 
The table below provides an overview of the loans and receivables that are regarded as forborne within the 
Group: 
 

 
 
 

 
 
In 2020-2021, we saw an increase of the exposure of loans that led to forbearance measures being taken 
within the framework of the coronavirus crisis where monthly payment interruptions were allowed. In 2022, 
the impact of this decreases as the 2-year period of enhanced supervision for these loans has expired. 
 
The decrease in the number of forbearance customers is limited given that many forbearance measures were 
taken in 2022 as part of the energy crisis. This had the most impact within the retail segment. All residential 
customers with energy deferrals were considered forborne regardless of other conditions. 
 
Non-performing forbearance customers followed the trend of the rest of the portfolio and also showed a 
decline. 
 
For businesses and agricultural loans, the impact of energy deferrals is more limited. Here we see a stronger 
decrease in forborne loans in percentage terms. 
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Special impairments on restructured/forborne loans are only reversed when the following conditions have 
been met: 
 

• The contract is not in arrears by not a single day and there are no longer any indications of a 
problem with the repayment;  

• At least 1 year has elapsed since taking forbearance measures;  
 
If both conditions are met and the impairment is reversed, the contract will continue for 2 years under 
tightened supervision. This means that if the contract is in arrears for more than 30 days for an amount of 
more than EUR 50, again an impairment is recorded. 
 
Loans and receivables are no longer regarded as a topic of forbearance when the following conditions are 
met: 
 

• An impairment has not been entered during the past 2 years with regard to unpaid debts of the 
debtor; 

• The debtor does not have any outstanding receivable with arrears of more than 30 days and an 
amount of more than EUR 50. 

 
 
4.4.3. Remunerative and non-remunerative exposures  
 
We note that, despite the corona and energy crises, the portfolio of non-remunerative exposures is 
decreasing compared to 2021. This decrease is due to the portfolio management through which records are 
realised and / or amortised and, as a consequence, disappear from the accounting. On the other hand, there 
was a relative limited inflow despite the downsizing of the support measures that were worked out by the 
government and the financial sector within the framework of the coronavirus crisis. 
 
The stage 2 portfolio increased significantly. This is because the stage 2 figures of AXA Bank Belgium were 
reported in stage 1 at the time of its acquisition by Crelan at the end of 2021. After the time of acquisition 
in 2022, they were placed back in stage 2. 
 

4.4.3.1. Per exposure type 

 
The mix of remunerative and non-remunerative exposures on 31 December 2022 and 31 December 2021 
is as follows: 
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4.4.3.2. Per stage 

 

Below, we give the presentation of remunerative and non-remunerative exposures per stage in 2022: 
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Below, we give the presentation of remunerative and non-remunerative exposures per stage in 2021: 
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4.5. Tangible fixed assets 
 
The mix of the tangible fixed assets as on 31 December 2022 and 31 December 2021 is as follows:  
 

 
 

 

 

 
 
The rights of use that have been recorded in accordance with IFRS 16 were classified as tangible fixed assets. 
For the sake of clarity, we have separated the developments with regard to leasing from the other tangible 
fixed assets and have incorporated them under the same column regardless of their nature. Under the IFRS 
16 column, all leasing assets are included and, in particular, vehicles, buildings and ATMs.  
More details with regard to the various developments are described in item 4.9. (IFRS 16). 
 
As can be seen from the table, there are no large changes in this section. 
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4.6. Goodwill and other intangible fixed assets 
 
The mix of the goodwill and intangible fixed assets as on 31 December 2022 and 31 December 2021 is as 
follows: 
 

 
 

 
 
With the exception of the goodwill, all intangible fixed assets have a limited economic life span. In contrast 
with intangible fixed assets, the goodwill is not amortised, but is subjected annually to an impairment test 
as the result of the application of IAS 36. If the book value of the involved entity is higher than the assessed 
value of this entity that can be realised, an impairment is included in the profit and loss statement.  
 
Currently, only the goodwill of EUR 23.6 million from the purchase of Europabank NV is included in this 
section. No impairment indicators were observed in 2022.  
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4.7. Current and deferred tax assets and liabilities 
 

The table below provides an overview of current and deferred tax assets and liabilities as on 31 December 
2022 and 2021. Deferred tax assets and liabilities are allocated per legal entity of the Group. 
 

 
 
The table below gives the mix of deferred tax assets and liabilities on the balance sheet as on 31 December 
2022 and 2021 : 
 

 
 
Since 2018, the conditions for the use of dividend received deductions and transferred losses has been 
tightened. As from then, only 70% of these tax deductions may be applied to an income of more than EUR 
1 million. Accumulated tax allocations are only included if they can be settled with future profits.  
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The evolution of deferred tax assets and liabilities in 2022 and 2021 can be represented as follows: 
 

 
 
A deferred tax asset is only included if it is likely that the accumulated tax allocation asset will be 
compensated by future expected profits. 
 
As on 31 December 2022 and 2021, the deferred tax assets below were not included on the balance sheet 
due to uncertainty about the future taxable profit: 
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4.8. Other assets and liabilities 
 
The mix of the other assets on 31 December 2022 and 31 December 2021 is as follows: 
 

 
 
The mix of the other liabilities on 31 December 2022 and 31 December 2021 is as follows: 
 

 
 
The total of other assets increased in 2022 by EUR 6.0 million.  
 
The total of other liabilities in 2022 decreased by EUR 38.2 million.  
This decrease is explained by the transfer in 2022 of EUR 58 million of defined benefit plans from other 
liabilities to provisions. 
 
 

4.9. IFRS 16 
 
This standard has been introduced to improve the financial reporting about leases. The IFRS 16 standard 
came into force on 1 January 2019 and has changed the processing of leases in the business environment.  
 
Lease transactions must be included on the balance sheet as from this date by means of a right-of-use asset 
(lease assets - split into "Tangible fixed assets") and a lease liability (liabilities - "Other financial liabilities"). 
However, there are two exceptions: on the one hand, short-term leases are excluded (less than 12 months) 
and, on the other hand, leases with a low value are excluded (less than USD 5,000). 
 
For leases that decrease under the rules of IFRS 16, we subsequently determine the term of the lease. Lease 
transactions have a specific term, but also often include the option of renewing the lease. The entity decides 
whether the lease will or will not be renewed based on all available information. If it is probable that the 
lease will be renewed, this extends the term; the opposite situation is naturally also possible. 
 
The transition method selected by Crelan is the "Modified Retrospective Method". In accordance with this 
method, the right-of-use asset and the lease liability are recalculated on the effective date of IFRS 16 at the 
marginal interest rate on 1 January 2019. 
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Impact on the balance sheet 
 
Under IFRS 16, we adopt the right-of-use asset and the lease liability on the balance sheet. Both financial 
assets and liabilities will therefore increase. The book value of the right-of-use asset, moreover, usually 
decreases faster than the book value of the lease liability; this results in a decrease of equity when compared 
to the previous IAS 17 standard. 
 
The Group has identified two main asset classes that are subject to lease liability: 
 

• Company vehicles; 

• ATMs . 
 
For each of these assets, Crelan also needed to identify the implicit interest rate that must be applied to the 
financing of these leases: 
 

• Company vehicles: interest rate on a vehicle lease for 5 years (+/- 2.9%); 

• Cash dispensers (i.e. "ATMs") : interest rate on professional loans with a maturity of 7 years (+/- 
3.3%). 

 
During the course of 2021, the Crelan Group terminated all leases with the old Post X leased building. 
 
Below we provide the details of the evolution of the right-of-use asset as on 31 December 2022 : 
 

 
 
Below we provide the details of the evolution of the right-of-use asset as on 31 December 2021 : 
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Below we provide the details of the evolution of the lease liabilities as on 31 December 2022 : 
 

 
 
Below we provide the details of the evolution of the lease liabilities as on 31 December 2021 : 
 

 
 
Impact on the result 
 
The interest rate on the lease liability will be included as interest charges and therefore the financial costs 
increase. Based on IAS 17, the total costs were linked to the lease linked to the operating costs. 
 
Below we provide the details of the impact on the profit and loss account on 31 December 2022 and 31 
December 2021 : 
 

 
 
Below we provide the details of the impact on cash flows on 31 December 2022 and 2021 : 
 

 
 
As described above, the impact on the coming into force of this new standard has been very limited for the 
Group. The difference between the right of use and the lease liabilities resulted in a P&L impact of EUR  
142,273 in 2022 (EUR -47,578 in 2021). 
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In the table below, we provide an overview of future minimum lease payments of AXA Bank Belgium.
  

 
 

 

4.10. Available for sale: Crelan Insurance NV 

 
In 2021, Crelan Insurance was sold as part of the takeover of AXA Bank Belgium.  
All related assets and liabilities were derecognized as of the end of 2021. All gains and losses of Crelan 
Insurance were presented in 2021 on a separate line called " Profit or (-) loss from non-current assets and 
disposal groups classified as held for sale." 
Consequently, in 2022, no result related to Crelan Insurance was recognized anymore. 
 
 

4.11. Financial liabilities 
 
4.11.1. Financial liabilities measured at amortised cost 

4.11.1.1. Deposits 

 
The mix of the deposits on 31 December 2022 and 2021 is as follows : 
 

 
 

 
 
The deposits increase by EUR 1.14 billion. 
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The decrease in central bank deposits comes from the expiration of a PELTRO for EUR 200 million in 
2022. 
Deposits (other than credit institutions) have seen a significant increase. This increase is mainly due to 
customer deposits in both current and savings accounts. In contrast, time deposits continue to decrease. 
The low interest rates we experienced for the most part in 2022 meant that time deposits, savings bonds 
(see section 4.11.1.2) and subordinated certificates are not reinvested (see section 4.11.1.3). 
 
The table below provides an overview of the value of the financial assets transferred of the Group: 
 

 
 

 
 

4.11.1.2. Debts embodied in debt certificates including bonds and debentures 

 
The debts embodied in debt certificates are made up as follows as on 31 December 2022 and 2021 : 
 

 
 
Within the Group, savings bonds are only brought to market by Crelan. They also experienced a decrease 
in 2022: EUR -141.8 million. Due to the low interest rates, customers are no longer attracted by this product 
type. 
 
Macro hedging is applied to a part of the savings bond portfolio. For more information about this topic, we 
refer to the notes in 4.14. 
 
In 2022, the certificates of deposit issued reached maturity. Covered Bonds decreased by EUR 457.8 million. 
A successful Senior Non-Preferred Note issue was made in 2022. 
 

4.11.1.3. Subordinated liabilities 

 
The subordinated liabilities only consist of subordinated certificates for customers and the issue of a security 
in relation to the takeover of AXA Bank Belgium to increase the Tier 2 capital of the bank. 
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The remaining maturity as on 31 December 2022 and 2021 can be detailed as follows : 
 

 
 
The subordinated debts decreased by EUR 17.3 million. This decrease stems from the portion related to 
subordinated certificates intended for customers. This is for the same reason as explained in previous item 
(4.11.1.2.). The fall in market interest rates reduces the remuneration for this type of product and 
consequently the interest of customers. 
 

4.11.1.4. Other financial liabilities 

 
The other financial liabilities can be detailed as follows: 
 

 
 
The increase is mainly due to the increase in Cash Collateral for EUR +265 million. 
 

4.11.1.5. Targeted longer-term refinancing operations (TLTRO) loans 

 
Crelan Group has participated in the TLTRO loan subscribed by the ECB for EUR 1,266 million.  

 

TLTROs are Eurosystem operations aimed at providing longer-term funding to credit institutions. They 
offer this long-term funding to banks on attractive terms with the aim of easing private sector credit 
conditions and boosting bank lending to the economic community. 
 
On March 7, 2019, the European Central Bank announced that it would provide a new series of TLTRO 
loans (TLTRO III) consisting of 7 tranches, each running over a period of 3 years with the possibility of 
early repayment after 2 years.  
 
On March 12, 2020, the European Central Bank subsequently decided to modify three TLTRO-III 
parameters to support bank lending to those most affected by the spread of the Coronavirus-induced disease 
(COVID-19), particularly small and medium-sized enterprises, namely : 
 

• to increase the loan volume from 30% to 50%; 

• to change the maximum subscription amount for individual TLTRO-III, and 

• with effect from September 2021 to provide an early repayment option for amounts borrowed 
under TLTRO-III after the lapse of 12 months from the settlement of each transaction, instead of 
24 months. 
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In addition, it was decided that for the period from March 1, 2020 to March 31, 2021 (= "special" reference 
period), it was decided to bring the credit performance threshold to 0% (= "special" reference period).  
 
In addition, to accommodate the expected decrease in bank lending since March 1, 2020, the deviation from 
the outstanding amount benchmark is reduced from 2.5% to 1.15% (i.e., this includes the period from April 
1, 2019 to March 31, 2021 with the exception of the 'special' reference period mentioned above) in order to 
achieve the maximum discount through previous lending performance criteria.  
 
Furthermore, on April 30, 2020, the European Central Bank decided to provide for an additional temporary 
reduction in interest rates applicable to all TLTROs-III under certain conditions in order to support lending 
to households and businesses against the backdrop of prevailing economic disturbances and increased 
uncertainty. 
 
Against the same background, on January 29, 2021, the European Central Bank decided to offer 3 additional 
tranches within this series. These have maturity dates in 2024. The additional temporary reduction was also 
extended by 1 year through June 23, 2022. 
 
As already mentioned under the valuation rules under item 8.13, AXA Bank Belgium considers the 
European Central Bank, a supra-national institution operating within the framework of the European 
Union, as an institution similar to a public institution. Consequently, the benefit resulting from these more 
favorable than market conditions is recognized as a government grant. 
 
We consider that it can benefit from this market-favorable interest rate. The benefit of this market-favorable 
interest rate is spread in result over the term of the respective tranches of the TLTRO loan. 
 
In 2022, the ECB announced and implemented a number of interest rate increases in which the interest rate 
experienced a positive evolution and consequently led to the recording of an interest income. The benefit 
of 0.5% of this market-favorable interest rate was retained and - as in the previous fiscal year - spread in 
results over the term of the respective tranches of the TLTRO loan. 
 
 
4.11.2. Financial liabilities measured at fair value with processing of value changes in the profit and loss 

account 
 
The European Medium Term Notes (EMTM) of AXA Bank Belgium are included in this section. They are 
issued by AXA Belgium Finance, a subsidiary of AXA Bank Belgium, with the exception of 1 issued directly 
by the bank itself. AXA Bank Belgium has opted for the option to indicate EMTNs measured at fair value 
with the processing of value changes in profit or loss and has therefore included these issues on the balance 
sheet for their fair value. The debit valuation adjustments (DVAs) were also included in the parts of the 
total result (OCI) as from the 2017 accounting period. The OCI reserve was amortised on the closing date 
when IFRS 3 was applied. 
 
 

4.12. Provisions  
 
The provisions can be detailed as follows per type for 2022 and 2021 : 
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In October 2016, the Board of Directors of Crelan NV approved the strategic "Fit for the Future" plan for 
the reorganisation of the central services and network of agents. The provisions within the framework of 
this project amounted to EUR 38 million and were related to the gradual decrease of the number of full-
time jobs over a period of 4 years and the restructuring of the agent network. After the various transfers, 
expenditure and allocations during the prior years, these facilities amounted to EUR 6.5 million at the end 
of 2021. In 2022, after a review of the remaining needs and the use of the provisions a decrease was recorded 
for EUR -4.6 million. 
 
Current disputes refer to various legal cases and claims. The amount of the provision is examined 
individually in relation to each case by the legal department or by Human Resources in the case of a claim 
that involves an employee. The variation of EUR +1.57 million refers to both new and existing files. Most 
of these cases mainly refer to legal disputes with agents. 
 
The other provisions refer to liabilities and guarantees in relation to credit lines and current accounts for 
Stage 1 and Stage 2. They are being determined in accordance with IFRS 9 since 2018. In addition, a 
contingent liability of EUR 121 million was recognized. This provision is capped by the indemnification 
asset of EUR 113 million on the asset side (other assets). 
 
 

4.13. Employee benefits 
 
4.13.1. Crelan (and Europabank) employee benefits  
 
Liabilities due to the defined retirement benefit plans are included in the " Provisions" section. Crelan NV 
has two defined retirement benefit plans that cover employees of the previous Crédit Agricole and Centea. 
Europabank NV has set up a Belgium defined benefit plan.  
 
Since 2012, it is no longer interesting to close defined retirement benefit plans. They are financed by group 
insurance contracts or individual pension liabilities taken out with Belgian insurers. The financing method 
selected by the employer makes provisions for an annual allocation to the financing ceilings. This fund takes 
into account the assumptions of wage increases, inflation, discount rate, pensionable age and staff turnover 
while observing the statutory minimum financing. 
 
On the pensionable age, employees receive a specific amount in capital calculated based on the annual 
compensation and seniority. 
 
Defined retirement benefit plans cover the actuarial risk and mainly the interest rate risk, market risk and 
inflation risk. 
 
Crelan and Europabank have four defined benefit plans, one for previous Crédit Agricole employees who 
are employed since 2008, two for the previous Centea employees, who are employed from before 1999 and 
one for Europabank NV. Employees of the former Crédit Agricole who are registered in relation to the 
retirement benefit plans have, moreover, been transferred to defined benefit plans if they continue to work 
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after the pensionable age. The subsidiary Europabank NV also has its own defined benefit plan for all its 
employees. All these retirement benefit plans are financed by group insurances where the insurer guarantees 
a minimum return. 
 
The Belgian defined benefit plans were subjected to a statutory minimum return of 3.25% on the employer 
benefits and 3.75% on the personal benefits that must be guaranteed by the employer. This guaranteed 
return could be changed through a royal decree. In this case, it was expected that the new returns would be 
applied to the built-up benefits from the past and future benefits. In view of the limited risk, these retirement 
benefit plans are regarded as defined benefit plans and processed as such under IAS 19. 
 
Belgian legislation was amended on 1 January 2016: the minimum return to be guaranteed by the employer 
varies depending on the performance of the 10 year OLO with a minimum of 1.75% and a maximum of 
3.75%. For benefits paid as from 2016, the guaranteed minimum return is 1.75%.  
 
For retirement benefit plans that are financed by group insurance contracts in accordance with which the 
insurance company guarantees a contractual interest rate, the percentage of 3.25% or 3.75% will continue 
to apply to accumulated benefits as on 31 December 2015 until the date when employment is left by the 
working employee. In fact, these Belgian defined benefit plans can be classified as defined retirement benefit 
plans in accordance with IAS 19 as from 2016. 
 
As from 2016, the Group has been carrying out the entire calculation of the liabilities for defined benefit 
plans in accordance with IAS 19. The gross liabilities for defined benefit entitlements are measured at fair 
value in accordance with the "Projected Unit Credit”1 method. 
 
The "Projected Unit Credit (PUC) cost method" is an actuarial technique where the gross liabilities that 
arise from defined benefit entitlements are assessed through a forecast of future discounted benefits. The 
cash value of the gross defined benefit obligation is subsequently compared with the fair value of the 
investments. A provision is made for any possible shortfall. While taking into account the benefit costs that 
should be allocated to the year of service, the adjustment in the liability is included through the 
remeasurement at the fair value reserve. The measurement at fair value of assets in defined benefit plans is 
based on the application of paragraph 1152 of IAS 19 while taking the standard risk of insurance institutions 
into account. Defined retirement benefit plans are measured in accordance with the method of the fair value 
of the assets (IFRS 13) where assets equal the cash value of future cash flows while taking the risk of non-
payment into account. 
 
To determine the fair value of the assets, an assessment of the non-payment risk is performed: 
 

• For the fair value of the assets that remain within the limits of the mathematical reserves, the non-

payment risk is set to equal the non-payment risk of corporate bonds with an AA rating. The 

discount rate that is used to determine the cash value is therefore identical to the discount rate that 

is used to calculate the defined benefit obligation (DBO). 

 

• For the fair value of assets that exceed the mathematical reserves, an additional standard risk is 

taken into consideration that is included as follows in the discount rate: the added risk premium 

 
1 The "Projected Unit Credit" method is used to determine the cash value, gross liabilities linked to the defined benefit 

plan and the costs of the provided services. In accordance with this method, a "projected accumulated benefit” is 
calculated based on the working status on the measurement date, but, when the formula for the calculation of benefits 
is based on future salary and social insurance levels, by using assumptions about the growth of these projected amounts 

on the age at which the employee is expected to stop working. Normally, the "expected accrued benefit" based on the 

plan formula. If employment in future years, however, cause substantially higher benefits than in previous years, the 
"expected accumulated benefits" are calculated by allocating the benefits linearly over the assessment period. 
2 This means that the assets equal the cash value of the insured capital in group insurance contracts that make 
provisions for an interest rate guaranteed by the insurer (Branch 21). 



Crelan Group 
2022 Consolidated Financial Statements 
___________________________________________________________________________________ 

48 

 

equals the revenue on corporate bonds with an AA rating minus the yield of financial institutions 

with the rating of the relevant insurance companies. 

 

This method therefore takes the risk that the insurance company cannot meet its liabilities into account, 
that is to say, that it cannot achieve its contractually agreed guaranteed return. 
 
The table below shows the evolution of the current value of the gross liability of defined retirement benefit 
plans and Belgian defined benefit plans: 
 

 
 
The breakdown of the gross liability of Belgian defined retirement benefit plans and defined benefit plans 
can be as follows: 
 

 
 
The assets are held in exchange for defined retirement benefit plans and defined benefit plans.  
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The table below shows the evolution of the fair value of the assets involved: 
 

 
 
The assets do not comprise financial instruments that have been issued by the Group or property 
investments or assets that are used by the Group. All assets are invested in group insurance contracts that 
make provisions in a contractual interest rate guaranteed by the insurer (contracts in branch 21). 
 
The table below gives the details of the reconciliation between the actual value of the gross liabilities and 
the fair value of the assets in relation to the Belgian defined retirement benefit plans and defined benefit 
plans as well as the assets and liabilities that appear on the balance sheet: 
 

 
 
The table below shows the total costs that are included in the total result during the course of the year: 
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The most important actuarial assumptions with regard to Belgian defined retirement benefit plans and 
defined benefit plans are shown in the table below: 
  

 
 
The most important actuarial assumptions that have been used to determine the total costs that are included 
in the profit and loss account during the year are shown in the table below: 
 

 
 
The discount rate that is used to determine the value of the liabilities of the retirement benefit plan is 
different for ex-Centea and Crelan NV and for the Belgian defined retirement benefit plans and the Belgian 
defined benefit plans. (Relatively) older employees are in the defined retirement benefit plan of Crelan NV. 
The defined benefit plan of ex-Centea was only implemented in 2009 and applies to all those persons who 
started their employment after 1998. Since the average period to be financed is longer for ex-Centea than 
for Crelan NV, the discount rate that is used for the calculation of the defined benefit obligation higher for 
ex-Centea than for Crelan NV. The same note applies to Belgian defined benefit plans. 
 
The expected cash flows in 2023 for the defined retirement benefit plans and the Belgian defined benefit 
plans of the Group are shown in the table below: 
 

 
 
The average maturity of the liabilities with regard to the defined retirement benefit plans is 9 years for Crelan 
NV and 16 years for ex-Centea. The average maturity of the liabilities with regard to the various defined 
benefit plans is between 9 and 15 years. 
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The sensitivity analysis of the actuarial assumptions with regard to the gross liability of the defined benefit 
plans at the end of the period is shown in the table below: 
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The sensitivity analysis of the actuarial assumptions in relation to the value of the gross liabilities and assets 
of Belgian defined benefit plans at the end of the period is presented in the table below: 
 

 
 
 
4.13.2.  AXA Bank Belgium employee benefits  
 
Since 31 December 2021, AXA Bank Belgium is a part of the Crelan Group. 
 
The table below shows the evolution of the current value of the gross liability of defined retirement benefit 
plans: 
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The table below shows the evolution of the fair value of the assets involved: 
 

 
 
The table below gives the details of the reconciliation between the actual value of the gross liabilities and 
the fair value of the assets in relation to the Belgian defined retirement benefit plans and defined benefit 
plans as well as the assets and liabilities that appear on the balance sheet: 
 

 
 
At AXA Bank Belgium, the retirement benefit plans decrease under the retirement benefit plans of the 
defined pensions type.  
 
The amount that is included as a net liability due to defined benefit entitlements consists of the net total of 
the following amounts: 
 

• The cash value of the gross liability from defined retirement benefit entitlements on the balance 
sheet date where use is made of the projected unit credit method; 

• Reduced by the fair value on the balance sheet date of any fund investments based on which the 
liabilities must be settled directly. 

 
The aforementioned fund investments may concern either assets or insurance contracts. 
 
The assumptions and assessments are regularly reviewed and adjusted. 
 
The table below shows the total costs included in comprehensive income during the year : 
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4.14. Derivatives and accounting processing 
 

A derivative is a financial instrument of which the value depends on the value of an underlying value (for 
example, interest rate, exchange rate, share price, index, etc.) for which a limited initial investment is required 
and regarding which the payment is made at a later time. 
 
The Group only holds derivatives within the framework of hedging transactions. The following types of 
derivatives are used within the Group: 
 

• An Interest rate swap is an agreement where two parties agree to swap interest payments regularly. 
 

• A cap is an interest rate option that limits the maximum interest rate for the buyer of the cap at a 
level defined in advance for various periods. 
 

• A swaption is an option on an interest rate swap where the owner of the swaption has the right 
but not the obligation to enter into a swap. 

 
The Group only applies fair value hedging that covers the risk or variation in the fair value of an asset or 
liability. 
 
In relation to the fair value hedging of the interest rate risk of a portfolio of financial assets or liabilities, 
three portfolios were put together at Crelan NV that are all hedged separately by a portfolio of interest rate 
swaps: 
 

• Asset portfolio consisting of consumer loans, mortgages and investment loans 

• Investment portfolio 

• Portfolio of liabilities consisting of savings bonds and fixed-term accounts 
 
The portfolios of assets (1) or liabilities (3) are the subject of hedging relationships via macro hedging. Macro 
hedging means that the interest rate risk of a portfolio with comparable characteristics is hedged by using a 
portfolio of interest rate swap agreements. Adjustments to the fair value of the underlying portfolio to be 
ascribed to the hedged risk lead to an adjustment of the book value of the underlying portfolio when 
compared with the income statement.  
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The following charts provide an overview for the interest rate swaps of the outstanding notional amounts 
per fiscal year as well as the average weighted interest rate of the fixed leg of the hedging instrument 
(amounts in 000): 
 

 
 

 
 
The adjustments on the balance sheet are included in the "Changes in fair value of hedged items in fair value 
hedge of portfolio interest rate risk" section on the asset or liability side of the balance sheet (depending on 
the side on which the hedged portfolio is: asset or liability). 
 
The adjustments in the profit and loss account and also every inefficiency of the hedging relationship are 
included in the "Fair value adjustments in hedge accounting" section. 
 
Since 2011, the Group also applies fair value hedging with caps and swaptions. Before this, Crelan NV 
implicitly placed synthetic portfolios of caps linked to mortgages with a variable interest rate as a hedged 
item to which fair value hedge accounting is applied. 
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The following chart shows the notional amount of caps and swaptions and the average weighted strike price, 
which is the average interest rate at which the options (payer swaps or caps) can be exercised: 
 

 
 
The actual effectiveness of the hedging transactions is determined on a monthly basis. The Group 
exclusively enters into hedging transactions that will be very effective at the start and also is expected to be 
so in the periods that follow in relation to compensating for changes in the fair value to be attributed to the 
hedged risk. The actual effectiveness of the hedging transactions is determined on a monthly basis. The 
result of the ratio between the fair value fluctuation of the (group of) hedging instrument(s) and the hedged 
position(s) must decrease within a scope of 80-125 percent. If this is not the case, the hedging relationship 
is terminated. This monthly effectiveness test is also intended to trace possible over-hedging in future time 
buckets. When this is the case, specific derivatives from the hedging relationship are removed to reduce the 
observed over-hedging. The floating leg of the IRS provides the ineffectiveness. 
 
The inefficiency of interest rate swaps results from: 

• Change valuation of the floating leg of the interest rate swap; 

• Change valuation derived from basis risk, which is the difference between the valuation of the 
interest rate derivatives based on the Ester swap curve (formerly Eonia swap curve) and the 
valuation of the hedged interest rate component to the Euribor swap curve. 

 
The table below shows the fair value of the current hedging assets that were held on 31 December 2022 
and 2021 : 
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The following table provides an overview of the book value of the hedged items for 2022 and 2021 :  
 

 
 

 
 
As explained above, the Group only hedges its positions through fair value hedging. Assets with the same 
characteristics (for example, maturity date/review date and the contract interest rate) are grouped in 
synthetic portfolios. Each of these portfolios is fully hedged by its respective derivatives where the 
difference in value mainly arises from the delta between the used benchmarks, the hedging instrument and 
the hedged position. 
 
For 2022, the total inefficiency recorded was EUR +10.5 million. 
 
The following table provides an overview of the net result as the result of the inefficiency in relation to the 
processing of the hedging transactions: 
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When Centea NV was taken over, Crelan NV was confronted with derivatives that could not be documented 
as hedging based on IFRS rules (although they are linked to hedging from an economics perspective). These 
derivatives therefore needed to be placed in the portfolio for commercial purposes ("Financial assets or 
liabilities held for commercial purposes"). This concerns interest rate swap agreements, caps and swaptions. 
 
The table below shows the mix of the financial assets and liabilities held for commercial purposes on 31 
December 2022 and 2021 and therefore consists only of derivatives for which no hedging could be 
documented in accordance with IFRS rules: 
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The table below shows the mix of derivatives held for commercial purposes on 31 December 2022 and 
2021.  
 

 
 

 
 
Below a table is provided with the maturities in relation to hedge for 2022: 
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Below a table is provided with the maturities in relation to hedge accounting (excluding AXA Bank 
Belgium): 
 

 
 
 

4.15. Fair value of financial assets and financial liabilities 
 
The fair value is the price that would be received to sell an asset or that would be paid to transfer a liability 
in a regular transaction between market participants on the measurement at fair value date.  
 
Based on the observability of the parameters, the fair value is divided into 3 categories: 
 
Level 1: quoted prices (not adjusted) in asset markets for identical assets and liabilities; 
 
Level 2: use of parameters other than quoted prices that can be observed for the asset or liability either 
directly or indirectly; 
 
Level 3: use of non-observable parameters or when an observable input requires an adjustment by using a 
non-observable input and this adjustment results in a considerable adjustment of the fair value. 
 
 
4.15.1. Fair value of financial assets and liabilities based on the amortised cost 
 
The table below shows the book value and the fair value of the assets and liabilities included on the balance 
sheet at the amortised cost: 
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For deposits up to a year, it is assumed that the fair value equals the book value. For the other assets and 
liabilities, the fair value is determined based on: 
 

• The evolution of the risk-free interest rate: the issue is to investigate the difference between the historic 
and the current interest rate. As a risk-free interest rate, the IRS interest rate is applied on a comparable 
cash flow structure.  

• The evolution of margins on assets and liabilities: here we investigate the difference between historic 
and current margins on various products. The margin is calculated as being the interest rate that the 
customer pays minus the risk-free interest rate. The weighted average of the margins on the production 
of the various products over the past 12 months is taken as the current margin. 

 
To get the impact on the fair value, the adjustment in the margin is multiplied by the outstanding balance 
and the risk-free interest rate is discounted. The same margin is used for the remaining maturity of the 
asset/liability and therefore does not take interest rate adjustments into account. 
 
Both in 2022 and in 2021, there were no significant transfers of financial assets or liabilities between the 
various levels. 
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4.15.2. Measurement at fair value of financial assets and liabilities included based on fair value 
 
The tables below show the classification of the fair value of the financial assets and liabilities on Levels 1, 2 
and 3 in accordance with the observability of the used parameters: 
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Crelan Group excl. AXA Bank Belgium 
 
Financial assets and liabilities regarding which there are no quoted prices are measured at fair value based 
on the market assessments of reputable external financial counterparties. These market assessments are 
systematically verified by the Financial Markets department and the back office. Due to a lack of a market 
price, 2 bonds and debentures are measured at fair value based on a model price. For these bonds and 
debentures, the cash flows of bonds and debentures are measured at fair value based on the distribution of 
the liquid bonds and debentures of the same issuer. 
 
For derivatives, the market value is determined as follow: since 2021, the measurement at fair value of 
interest rate swaps is based on the ESTER curve. For caps and swaptions, we use the market volatility of 
various counterparties. Next, the market value of the option is based on the characteristics of the underlying 
derivative. 
 
A sensitivity analysis of the total portfolio is performed on a monthly basis. The interest rate risk is measured 
and verified based on the limits that are imposed by boards of directors. The interest rate risk is measured 
by using a cumulative nominal interest rate difference. 
 
The bonds and debentures under level 3 are not subject to an interest rate risk because of the nature of the 
investment. 
 
Finally, there are the investments in the private equity portfolio and those classified under fair value through 
OCI amounting to EUR 13.1 million (level 3). 
 
For the assumptions that are used for the calculations of Level 3, no tangible adjustments were implemented 
in 2022 in addition to the normal market value-adjustments. 
 
In 2022, there were no significant transfers of financial assets or liabilities between the various levels. 
 
The table below shows the evolution of Level 3 in 2022 : 
 

 
 
The table below shows the evolution of Level 3 in 2021 : 
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AXA Bank Belgium: 
 
Fair value of retail activities: 
 
For short-term assets and liabilities or those that are immediately repayable, AXA Bank Belgium uses the 
book value as the best approach. 
 
The fair value of the other retail products is calculated in a number of steps: 
 

• The future cash flows are calculated based on the product characteristics (interest rate of the 
customer, payment frequency, end date, etc.); 

• The capital to be repaid, the interests, early repayments and reinvestment benefit related to this are 
taken into account in cash flows of the assets; 

• For assets, the cash flows are subsequently adjusted to take the following into account: 
o Conditional early repayments per interest bucket per loan type on a loan per loan basis; 
o Caps and floors that are entailed in the variable housing loans; 
o Expected asset losses. 

• To conclude, the (adjusted) cash flows are discounted based on the overnight index swap (OIS) 
curve increased by a liquidity spread and a spread that covers other (administrative) costs. 

 
Fair value of financing activities (treasury): 
 
The financial instruments are classified into 3 categories. 
 
The first category consists of the financial instruments regarding which fair value level 1 is determined 
based on market prices in an active market. 
 
The determination of the existence of an active market is usually unequivocal with market information being 
available to the public and investors. There is no derived description of a minimum threshold of the activity 
that represents “regularly occurring market transaction” and therefore the level of the actual transactions 
must be assessed while taking the frequency and volume into account. A low transaction volume, 
nevertheless, still represents a price if it has been determined in a normal economic environment objectively. 
The transaction amounts are important indicators of the fair value.  
 
If the market for a specific instrument is not active or if the market prices are not available or only not 
available regularly, use is made of the measurement at fair value techniques based on the updated value of 
future cash flows or based on option models. These measurement at fair value techniques use market data 
such as interest rate curves, dividend yield, index levels and volatility data. AXA Bank Belgium uses 
information from Bloomberg, Markit or as supplied by reliable brokers. These prices are subsequently 
validated internally or the instruments are measured at fair value based on the internal measurement at fair 
value techniques. 
 
The use of observable input parameters leads to a fair value level 2 while the use of non-observable input 
leads to a fair value level 3 unless their impact is not significant. Observable inputs are developed by using 
market data such as publicly available information about factual events or transactions that reflect the 
assumptions that market participants would use when determining the price of the instrument.  
The importance of non-observable parameters is assessed (1) on the level of each individual financial 
instrument and (2) entirely. 
 

1. The specific impact of non-observable parameters on the fair value of each financial instrument is 
assessed as long as the mark-to-market thereof exceeds 0.05% of the total balance sheet. They are 
regarded as having more than an unimportant impact when they influence the fair value of a 
financial instrument by 30% or more. If AXA Bank Belgium cannot measure using reasonable 
efforts of the specific impact of the non-observable parameters on the fair value of the instrument, 
the instrument will be automatically catalogued as being level 3.  
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2. An audit is performed on the total level to see whether the global value of all financial instruments 
regarding which the fair value is calculated using non-observable parameters and that are not 
catalogued under level 3 does not exceed 2% of the total balance sheet. 

 
AXA Bank Belgium uses a decision tree where the allocated levels per class of financial instrument is shown. 
A specific committee ensures a regular review of at least once a year of this decision tree so that it is accurate 
and all-encompassing. The special committee at least consists of the managers of the account policy rules 
(including CTFM) and the middle office that represents the company. 
 
If there is disagreement on the level of this specific committee about the fair value classification, the issue 
will be transferred to the CFO of AXA Bank Belgium for a decision about the level classification. 
 
The second category includes the following elements: 
 
Assets 
 
Receivables on other bankers 
Receivables on other bankers include interbank deposits and reverse repurchase agreements. 
The assessed fair value is based on discounted cash flows based on the current market conditions. 
 
Financial assets held for commercial purposes & derivatives used for hedging 
Derivatives that have a hedging strategy as the objective and that depend on the observance of the IAS 39 
conditions for the application of hedge accounting are included in one or both sections. Their fair value 
represents the discounted amount of the assessed future cash flows regarding which the most important 
parameters are observable market data such as the market interest rate, exchange rates or the price of 
underlying assets. 
 
Liabilities 
 
Deposits and borrowing 
The assessed fair value of fixed rate deposits, repurchase transactions and other fixed rate borrowing without 
a quoted market price is based on discounted cash flows based on the current market conditions. 
 
Issued debt instruments 
For the issued deposit certificates, a discounted cash flow model is used based on a current return curve 
that applies to the remaining maturity of the instrument until the maturity date. 
 
Financial liabilities held for commercial purposes & derivatives used for hedging 
This concerns the same type of derivative transactions as included in the financial assets held for commercial 
purposes & derivatives used for hedging. 
 
The third category includes the following elements: 
 
Assets 
 
Loans and receivables on customers 
These loans and receivables are included for their net book value after impairment. The assessed fair value 
of loans and receivables represents the discounted amount of the future expected cash flows. These 
expected cash flows are discounted in accordance with the current market conditions to thus determine the 
fair value. 
 
Financial assets measured at fair value while using the fair value with processing of value adjustments in the other components 
of the total result (OCI) 
Shares that are included for their purchase price as the best assessment of their market value. 
 



Crelan Group 
2022 Consolidated Financial Statements 
___________________________________________________________________________________ 

67 

 

Derivative transactions also decrease under this that have been carried out in relation to EMTN issues. The 
fair value of these derivatives is determined based on the "discounted cash flow" method where, in 
particular, use is made of volatilities based on historic data and, if applicable, based on benchmark indices 
such as, for example, Eurostoxx 50. 
 
Liabilities 
 
Financial liabilities held for commercial purposes 
This concerns the same type of derivative transactions as included under the financial assets held for 
commercial purposes. 
 
Financial liabilities specified as measured at fair value using the fair value with processing of value adjustment in profit or loss. 
Issued EMTNs; as happens in relation to the derivatives, the fair value of this is determined based on the 
"discounted cash flow" method where volatilities based on historic data are used as non-observable inputs, 
in this case, based on benchmarks such as, for example, the Eurostoxx 50. This also applies to derivative 
transactions since they reflect the benefit structure included in the EMTNs. 
 
The financial liabilities for cost regarding which the fair value was calculated concern the covered bonds 
regarding which the fair value is based on either information drawn up by more than 20 market participants 
or can be obtained via Bloomberg.      
 
 

4.16. Offsetting of financial assets and liabilities 
 
To limit the risks when accepting derivatives, an International Swaps and Derivatives Association (ISDA) 
master agreement, a Credit Support Annex (CSA) and a Global Master Repurchase Agreement (GMRA) is 
entered into with each financial counter party. These agreements determine that, in the case of default, 
compensation can take place on all rights and obligations that arise from the derivatives that are traded with 
this counterparty. The risk is further restricted by offering a cash guarantee in relation to the contractual 
obligation in case of a negative net market value of the derivative portfolio. If the net market value is 
positive, this will lead to receiving a cash guarantee. 
 
A residual risk always remains since, in case a counterparty with whom derivatives have been entered into 
remains in default, a new counterparty must be found and therefore it is possible that the replacement costs 
may exceed the cash guarantee. 
 
To further restrict the risk that is linked to the trading in derivatives, new transactions are settled via a central 
clearing member. It is mainly the counterparty risk that is thus significantly decreased.  
 
IAS 32 has the aim of determining the bases for presenting financial instruments such as liability or equity 
and for setting off financial assets and financial liabilities. 
 
This standard contains guidelines in relation to the offsetting of financial assets and liabilities. It determines 
that a financial asset and liability must be set off and the net amount must be included on the balance sheet 
only if the entity (IAS 32.42): 
 

• Has a right that is currently enforceable in law to set off the included amounts. Crelan must have a 

right to offset enforceable in law. This means that the right to offset : 

o May not depend on a future event; 
o Must be enforceable in law in each of the following circumstances: 

• During the normal course of the transaction; 
• In case of non-payment; 
• In relation to insolvency or bankruptcy of the entity and all counterparties; 
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• Intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously 

(IAS 32.48). Crelan must therefore have the intention to settle on net basis or to sell the asset and 

the liability simultaneously. 

 

The following table provides an overview of the financial assets and liabilities to which an enforceable ISDA 
compensation master agreement applies. This applies to derivative transactions and to agreements for the 
sale and repurchase of securities. The amounts that are offset on the balance sheet can be found in the first 
three columns with figures. 
 
The amounts of the enforceable master netting agreements or equivalent agreements that are not offset and 
the net amount that remains after deduction of these amounts are specified below in the columns with 
figures. 
 

 
 

 
 
The obtained and given guarantees are completely cash guarantees. The amount of the guarantee is regulated 
and is therefore legally enforceable based on a Credit Support Annex (CSA) agreement that is added to the 
ISDA agreement. 
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4.17. Equity 
 
The mix of the equity as on 31 December 2022 and 2021 is as follows : 
 

 
 
The capital has increased with EUR 16,8 million. The reserves have increased by EUR 621 million, EUR 
+98.7 million due to appropriation of the 2021 result and EUR +522.7 million due to the increase of the 
result carried forward. The result decreases due to 2 exceptional events in 2021. We had the badwill of EUR 
598.8 million as the result of the purchase of AXA Bank Belgium and the recorded additional value on the 
sale of Crelan Insurance for an amount of EUR 47 million. 
 
The table below shows the evolution of the capital in 2022 and 2021 : 
 

 
 
The shares have a nominal value of EUR 12.40 per share; the capital of Crelan consists completely of shares. 
All shares are fully paid-up ones. 
 
The requests for repayment made during the year will only be executed after approval by the annual general 
meeting. These requests will be executed as follows: 
 

 
 
There is only one exception to the general rule for the repayment of cooperative shares: 
Upon the death of the cooperative shareholder or the spouse, the repayment of cooperative shares takes 
place immediately where the value date is deemed to be 1 January. 
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Evolution of revaluation reserves 
 
The reserves from the remeasurement refer to the adjustments in the fair value of debt instruments 
measured at fair value by means of non-realised results and on actuarial gains and losses in relation to benefit 
plans. 
 
The evolution of the adjustments in fair value of debt instruments measured at fair value by means of non-
realised results is shown in the table below: 
 

 
 
The payment of the dividend has already been reported in issue 2.7. "Events after balance sheet date". 
  
 

4.18. Encumbered assets 
 
The table below provides an overview of the encumbered and non-encumbered assets in 2022 and 2021 : 
 

 
 

 
 

16.73% of the total assets was regarded as encumbered at the end of 2022 (2021: 21.41%). These assets 
cannot be used immediately by Crelan in order to support future financing. 
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The table below provides an overview of the encumbered assets and related liabilities: 
 

 
 

 
 
 

4.19. Maximum credit risk  
 
The table below shows the amount for each category of financial instruments that best shows the maximum 
credit risk to which the entity has been exposed on the balance sheet date without taking any guarantees, 
securities or other credit improvements into account. 
 
The maximum credit risk is the net book value reduced by the already included impairment losses related 
to the balance sheet items. For the not included credit lines, the maximum credit risk equals the not included 
amount and, for the bank guarantees, the amount of the guarantee. 
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To limit the credit risk, the Group receives specific securities or collaterals. For the loans and receivables in 
relation to customers (excluding consumer loans (credit) and advances in a current account), it mainly 
concerns mortgages, trading enterprises and agricultural privileges. 
 
In addition, the Group receives cash collaterals for the derivatives with a positive net market value. 
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4.20. Sustainability report 
 
The table below provides an overview of the composition of the Crelan Group’s active assets and their 
distribution according to the Taxonomy requirements : 
 

 
 
The business model of the Crelan Group is primarily focused on its core business of Belgian retail banking. 
Crelan is first and foremost a retail bank, focusing on retail financing and lending, i.e. serving customers in 
their financing needs and facilitating savings and investments. 
 
Crelan's activity is 74.6% focused on households, the majority of which consisting of mortgage loans and a 
smaller proportion of consumer loans. Due to the importance of the activity in Crelan's activities, the major 
part of household and consumer lending activities are therefore included in the Taxonomy's reporting. 
 
The table has not been audited and is prepared to the best of our ability. 
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5. Notes regarding the income statement 
 

5.1. Interest income and interest charges 
 
The breakdown of the interest income and charges as on 31 December 2022 and 2021 is shown in the table 
below: 
 

 
 
As from 2022, figures of AXA Bank Belgium are added to the income statement. 
 
The net interest income increased by EUR 421.8 million, of which EUR 374.3 million by adding the data 
of AXA Bank Belgium. 
 
The interest income increased by EUR 509.7 million, of which EUR 467.4 million by adding the data of 
AXA Bank Belgium. The increase of EUR 42.3 million of the interest income, without AXA Bank Belgium, 
is mainly due to the evolution of the interest rates and a good credit production. 
 
Interest expense increased by EUR 5.4 million, excluding the contribution of AXA Bank Belgium. This 
increase is mainly due to the issuance of SNP (Senior Non Preferred) of EUR 300 million in the course of 
2022 and of subordinated debt, at the end of 2021, in the amount of EUR 200 million. 
 
 



Crelan Group 
2022 Consolidated Financial Statements 
___________________________________________________________________________________ 

75 

 

5.2. Income and charges from commissions and benefits  
 
The net income from commissions and fees were as follows on 31 December 2022 and 2021 : 
 

 
 
The changes in this section are the result of the integration with AXA Bank Belgium. 
 
 

5.3. Dividends 
 
The table below provides the details regarding the received dividends during the course of 2022 and 2021: 
 

 
 
The dividends that the Group received in 2022 amounts to EUR 0.8 million and have decreased by EUR 
0.3 million. 
 
The most important dividends come from VISA for EUR 0.5 million, from FORTINO for EUR 0.2 million 
and from PMF for EUR 0.1 million. 
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5.4. Realised gains and losses on financial assets and liabilities that are not measured at fair value in 
the profit and loss account 

 
The table below shows the mix of the realised gains and losses on financial assets and liabilities that are not 
measured at fair value via the income statement on 31 December 2022 and 2021 : 
 

 
 
The gains have increased by EUR 4.8 million when compared with 2021. 
 
The amount that is included in "Financial assets/liabilities measured at fair value via the non-realised results" 
is the result of a realised added value on the Alven Capital fund (-EUR 1.2 million compared to 2021). 
 
The realised gains on loans and receivables increased by EUR 6.1 million and refer to the yield from the 
sale of amortised loan files to a collection agency and reinvestment fees. 
 
 

5.5. Gains and losses on financial assets and liabilities, hedging transactions and exchange 
differences 

 
The positive result in the sections “Gains or (-) losses on financial assets & liabilities held for trading, net”, 
“Gains or (-) losses on financial assets & liabilities designated at fair value through profit or loss, net”, 
“Gains or (-) from hedge accounting, net” and “Exchange differences” are to be considered together. The 
P&L-effect of the EMTN activity as well as the transfer of hedging swaps to the trading portfolio is split 
over different sections. 
 
 

5.6. Badwill 
 
As per the terms of the Share Purchase Agreement between Crelan and AXA SA a review of the Final Net 
Asset Value determining the final price to be paid by Crelan for the acquisition of AXA Bank Belgium by 
Crelan and the potential price adjustment was conducted. This review, led to a proposal to reduce the price. 
As a result, the comparison of the new price with the equity of AXA Bank Belgium (Badwill) increases by 
the same amount (EUR 3.7 million) which is recognised directly in P&L.  
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5.7. Gains and losses on the assets no longer to be included  
 
The table below provides an overview of the realised gains and losses in relation to not including assets any 
more:  
 

 
 
This section shows a decrease as the result of the added value on the sale of Crelan Insurance in 2021. 
 
 

5.8. Other operating benefits and charges 
 
The operating benefits and charges can be detailed as follows as on 31 December 2022 and 2021 : 
 

 
 
The total other net operating benefits increases with EUR 17.3 million compared to 2021. 
 
This is partly explained by the strong increase in other operating income of EUR 8.2 million compared to 
2021 and on the other hand, due to the sharp decrease in other operating expenses amounting to EUR -9.1 
million (success fees AXA Bank Belgium, booked in 2021 for EUR 9.2 million). 
 
 

5.9. Administration costs 
 
5.9.1. Employee expenses 
 
At the end of December 2022, the Group had 4,551 employees when compared to 4,883 at the end of 2021.  
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The total employee expenses can be broken down as follows: 
 

 
 
Personnel costs increased significantly in 2022 compared to 2021. 
This increase amounts to EUR 93.0 million and is mainly due to the acquisition of AXA Bank Belgium, as 
this relates to EUR 80.8 million.  
 

In addition, EUR 2.2 million relates to the Fit For the Future provision and EUR 10 million to remuneration, 
benefits, employer contributions, etc. other than those relating to AXA Bank Belgium. 
 
 
5.9.2. General and administrative expenses 
 
The general and administrative expenses can be detailed as follows: 
 

 
 
The general and administrative costs increased globally by EUR 166.5 million. Of this, EUR 114.8 million 
relates to AXA Bank Belgium (EUR 2.4 million marketing costs, EUR 19 million fees, EUR 9.3 million IT 
costs, EUR +27.4 million in business taxes and EUR 56.4 million in other general and administrative 
expenses). 
 
In addition to the evolution resulting from the acquisition of AXA Bank Belgium, we note an increase of 

EUR 5 million in fees, an increase of EUR 42.4 million in IT expenditure, of which EUR 39.6 million related 

to the integration project, an increase of EUR 2.1 million in bank taxes and finally an increase of EUR 3.2 

million in other general and administrative costs of which EUR 1.8 million represents a recovery of legal 

costs. 
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5.9.3. Contributions in cash to settlement funds and deposit guarantee systems 
 

The contribution to settlement funds and deposit guarantee systems can be detailed as follows: 
 

 
  
The acquisition of AXA Bank Belgium led to an increase in the amounts due to the deposit guarantee 
scheme for EUR +23.9 million. This is the most significant increase in this item. 
 
 

5.10. Special impairments 
 
Special impairments can be detailed as follows as on 31 December 2022 and 2021 : 
 

 
 
Non-financial assets, such as tangible and intangible assets, were not impaired in 2022. 
 
During the 2022 accounting period, the Group increased the impairment for a consolidated amount of EUR 
24.7 million. Crelan NV increased its impairments by EUR 8.7 million (compared to a reversal of EUR 10.8 
million in 2021), while Europabank increased its provisions by EUR 5.2 million (compared to EUR 3.4 
million in 2021) and AXA Bank Belgium recorded a provision of EUR 10.8 million at the end of 2022 
(compared to EUR 29.6 million in 2021). 
 
Detailed information about the impairment of financial assets was already discussed in notes 4.3. and 4.4. 
 
 

5.11. Income taxes 
 
The table below gives a breakdown of the current and accumulated tax allocations: 
 

 
 
For more information about the deferred tax liabilities in the profit and loss statement, refer to the notes in 
4.7. 
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The taxable income comprises non-deductible costs and gains that are not subjected to income tax. 
 
The following table shows the relationship between the statutory taxes and the effective taxes on the income: 
 

 
 
The tax rate is based on the Belgian legal tax rate of 25%. 
 
 

5.12. Benefit for the member of the board of directors 
 
The table below shows the benefits for the board of auditors of the Group for the accounting period: 
 

 
 
The services provided by EY were approved by the Audit Committee. 
 
 

5.13. Information provision about linked parties 
 
The associated parties of the Group include the members of the Board of Directors (incl. the members of 
the Management Committee) and the businesses associated to the Group. AXA Bank Belgium has been a 
part of the Crelan Group since 31 December 2021. 
 
The Crelan Group has an outstanding amount of EUR 2.8 million in loans and receivables to members of 
the Board of Directors and the Management Committee guaranteed by EUR 0.8 million loan liabilities, 
financial guarantees and other made commitments as from the end of 2021. All transactions with associated 
parties take place in line with market conditions. 
 
The following benefits were paid out to members of the Board of Directors in 2022 and 2021 : 
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The remuneration policy is implemented in line with the regulations of the BNB. 
 
 

5.14. Segment reporting 
 
Operating segments are components of Crelan Group : 
 

• that engage in business activities from which it may earn revenues and incur expenses; 

• whose operating results are regularly reviewed by the Management Committee of Crelan to make 
decisions about resources to be allocated to the segments and assess their performance; 

• and for which discrete financial information is available. 
 
The Management Committee of Crelan is considered to be the chief operating decision maker as defined 
under IFRS 8 – Operating Segments. 
 
The following operating segments are reported separately based on the guidelines of IFRS 8: 
 

• Crelan Federation (NV + CV)  

• AXA Bank Belgium subconso – AXA Bank Belgium subconso (including AXA Bank Belgium NV, 
Royal Street SPV, AXA Belgium Finance BV, AXA Bank Europe SCF, CASPR sprl) 

• Europabank NV 
 
The banking activity of the Crelan Federation and AXA Bank Belgium consists mainly of a retail activity 
meaning collecting funding (daily operations, savings products) and providing loans to its customers 
(households, professionals and small businesses) through its network of independent agents. The reported 
figures includes also the related BSM results (Balance Sheet Management), whose main purpose is to manage 
the exposure to interest rate, liquidity and foreign exchange risks. The treasury activity which is also 
embedded in the BSM team consists in providing short term liquidity and funding as a support for the 
growth of the retail business. Both banks have a common Management Committee and a common strategy. 
 
The activity of Europabank consist also of a retail activity but with a own strategy & corresponding 
positioning in the market. On top of that it is also offering leasing services and as a specific profile in 
payment services related to Visa and MasterCard. 
 
Transactions between the different operating segments are carried out on an arm's length basis.  
Figures are based on the information currently provided to the chief operating decision maker at the end of 
2022 taking into account the former and the new different legal entities of the consolidated scope which are 
contributing to the current results. 
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The reconciliations between the total of the operating segments and the Group result are mainly : 
 

 
 
Crelan group : balance sheet at operational segment level not included in the reporting provided to the chief 
operating decision maker, so also not to be reported in the consolidated financial statements.  
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6. Notes regarding the off-balance sheet 
 
The table below provides information about the off-balance sheet liabilities of the Group as on 31 
December 2022 and 2021 : 
 

 
 
The allocated liabilities from loans refer to credit lines granted to customers that have not (yet) been 
included. The received liabilities from loans are the not (yet) included credit lines that the Group keeps 
when compared with other financial counterparties and that can be used within the framework of a shortage 
of liquidities. 
 
The received financial guarantees and received securities serve as guarantees for customer liabilities within 
the framework of allocating loans. The largest part concerns the received mortgages. The allocated guarantee 
mainly consists of security deposits that have been paid under the Credit Support Annex (CSA) or the ISDA 
documentation about derivatives (see the notes in 4.4.). 
 
Liabilities in relation to any counterparty within the framework of financial leasing refer to purchase 
liabilities in relation to suppliers. The liabilities of another counterparty within the framework of a financial 
lease refer to purchase options for customers. 
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7. Risk management 
 
7.1. Introduction 
 
7.1.1.  Risk management during an integration and migration process 
 
On 31 December 2021 Crelan Group acquired AXA Bank Belgium from AXA Group. A migration and 
Integration program is set up to execute the operational integration, which is foreseen in 2024. The 
Integration and Migration plan consists of 76 projects.  
The main projects are the following: 

1. Human Resources: The ‘One Organisation’ for Crelan and AXA Bank Belgium is implemented as 
from November 2022. Harmonization of reward and labour conditions is planned for 2024. 

2. Network – Agencies: Building the network of the future by resizing the landscape, by having 
capable & knowledgeable agents, based on a clear footprint. 

3. Harmonization of the product offer. 
4. Data migration and Integration: Implementation of “missing” processes and functionalities, 

followed by the migration of all client and product data from AXA Bank Belgium to Crelan Group. 
5. Change and communication Plan. 
6. Management of budget and synergies. 

 
Seen the importance and the size of this plan, a specific governance is put in place to ensure the necessary 
follow-up. 

 
 
To assure the oversight and the quality, a 2nd and 3rd line follow-up is foreseen. Seen the nature and size 
of this program, an external party, experienced in mergers, supports the CRO in the second line follow-up.  
At Board level, a dedicated committee, ABARC, is created to allow to focus on the risks linked to the 
integration & migration. Specific instruments are created dedicated to the follow-up of risks related to the 
Integration & Migration program: a risk register, a Key Risk Indicator (KRI) dashboard. Each of these are 
at least quarterly assessed at ABARC level. The Risk Management Department also provides second 
opinions to the ABARC on specific topics (infrastructure readiness, status at cut-over, migration 
approach…). Finally, there is also a quarterly reporting to ECB in place. 
 
 
 
 
 



Crelan Group 
2022 Consolidated Financial Statements 
___________________________________________________________________________________ 

85 

 

7.1.2.  Risk management in an energy crisis context 
 
As a result of the war in Ukraine, energy prices have risen sharply since the end of 2021, which had an 
impact on inflation. Both households and companies were impacted by this cost increase. In Belgium, 
automatic salary indexation and social tariffs protect the employees’ purchasing power to a large extent, 
making the decrease of purchasing power in Belgium among the lowest in the EU. 
On the other hand, the rapid rise in wages (especially from January 2023) will lead to rising costs for Belgian 
companies which may lead to financial problems within this segment. If multiple entrepreneurs were to go 
into default due to rising costs, this could potentially lead to increased unemployment. Finally, the bank 
should also be attentive to spill-over effects to the public sector since the government today takes a 
significant share of the burden. This was also stated in the publications of the National Bank of Belgium 
(NBB) where it is stated that the Belgian economy looks set to slip into a brief recession in the course of 
2023.  
Crelan Group management has taken multiple actions to steer the bank during this crisis and to made sure 
that follow-up of the impact on the bank was incorporated in the business as usual see section 7.1.2.1. 
Additionally, the Belgian banking sector also implemented some measures which are described in section 
7.1.2.2. 
 
 
7.1.2.1. Internal governance 

 
In 2022, the bank has actively worked on the management of credit risk related to the energy crisis. Next to 
the ‘regular’ follow-up of the portfolio, the following actions were taken (among others): 

• Analysis of repayment capacity of retail clients; 

• Leverage of ECB ESG stress test to determine potential financial impacts; 

• Assessment of impact for the large exposure portfolio; 

• Review of the forbearance framework regarding the new Febelfin measures.  
 
In order to make sure that the bank will timely identify emerging issues and will be able to cope with 
increasing loans in pre-litigation the following measures will be implemented: 

• Capacity analysis at the level of the pre-litigation department; 

• Review of large exposures which are heavily impacted; 

• Dashboards with focus on DPD (or reminders) to identify arrears in an early stage; 

• Risk-based analysis to identify loans with an increasing risk and individual follow-up together with 
the client journey teams.  

 
The uncertainties that will continue to be present in 2023 have been reflected in the parameters of the IFRS9 
models and post-Covid review of management overlays. This resulted in a prudent and general increase in 
provisions compared to 2021 as described in section 7.4.1.1.2. 
  
All the above mentioned actions were presented to the Lending Risk Committee (LRC) for validation. A 
regular follow-up of the evolution of the KPI’s on the portfolio of Crelan Group (with Europabank) was 
put in place via an energy crisis dashboard next to the regular follow-up of the portfolios. Those dashboards 
are also reported to the LRC. 
 
 
7.1.2.2. Measures at the level of the Belgian Banking sector 

 
The Belgian banking sector, via Febelfin, has decided to introduce accompanying measures for mortgage 
loan clients, as was already the case for COVID-19. Clients can request deferral of the capital payment under 
the following conditions: 

• Main residence is in Belgium; 

• The total of the movable assets does not exceed EUR 10,000; 

• At 1 March 2022, there were no payment arrears on the loan for which the payment deferral has 
been requested; 
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• A payment plan is requested to or provided by the energy supplier.  
 
This is a 12 months deferral of capital with the possibility of an extension of the term. Interest is still due 
and will be added to the contractual repayment schedule. These adaptations to contracts should be reserved 
for those who really need them. 
Application must be introduced between October 1, 2022 and March 31, 2023. At end 2022 capital 
suspensions granted are very limited for both banks (see section 7.4.1.1). All those loans are flagged as 
forborne. 
  
There are no measures at the level of the Belgian Banking sector for professional credits. The measures 
available for professional clients are decided on a case-by-case basis (including for example the granting of 
new short-term loans or working capital credits). Crelan has decided to grant a credit line to solid companies 
and self-employed people whose turnover is processed through a Crelan account and who are experiencing 
temporary liquidity problems due to the energy crisis. These are treated as a new credit application and an 
individual credit analysis is carried out. Depending on the risk profile of the borrower, an adjusted proposal 
can be made. 
  
See section 7.4.1.1 for the financial impact of these measures on Crelan Group. 
 

 
7.1.3. Risk Management framework 
 
In the exceptional conditions of 2022, Crelan Group continued to build towards coherent and prudent risk 
management by applying its risk management framework. The bank has broadly implemented robust 
strategies, policies, processes, and systems for identifying, measuring, managing, and monitoring its risks. 
The risk management framework is built around 5 components: 

• Risk governance structure; 

• Risk assessment process, consisting of risk identification, risk measurement, risk mitigation and risk 
reporting; 

• Review and validation; 

• Stress testing framework; 

• Risk data, aggregation and IT systems. 
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Risk governance structure 
An effective risk governance structure requires the correct understanding and awareness of risks at all levels 
of the organization, facilitated by an efficient monitoring, reporting and communication structure. Crelan 
Group’s risk management governance and organization are illustrated below.  
 

 
 
Risk assessment process and risk appetite framework 
Crelan Group has put in place a yearly risk assessment process. This exercise is performed by the Risk 
Management department and consists of risk identification, risk measurement, risk mitigation & limits and 
risk reporting. The aim of this process is to identify risks, assess their materiality, provide an overview of all 
mitigating actions and risk reporting. The risk assessment leads to a risk taxonomy where all material risks 
Crelan Group faces are identified. 
 

 
 
The risk assessment process is closely linked with the risk appetite framework of the bank. The permanent 
identification and quantification of the bank's material risks are at the heart of Crelan Group’s risk policy. 
These risks are measured, limited and constantly tracked using an internal risk appetite framework (Risk 
Appetite Framework, RAF).  
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A strategic risk appetite is determined for the main areas (capital, profitability, economic value and liquidity), 
taking the stress sensitivity of these domains into account. This strategic risk appetite is translated into 
functional risk limits. This risk appetite model was approved by the Board of Directors and was used by 
this management body and the Executive Committee as a central tool for managing the risks of Crelan 
Group in 2022. 
 
All material risks are translated into relevant indicators, summarised in the ‘risk dashboard’ (risk reporting). 
This includes both regulatory and internal indicators. Different levels of severity are defined for each 
indicator, so management is warned early enough if an indicator approaches its maximum risk appetite. This 
‘risk dashboard’ forms an integral part of the general risk monitoring process and is reported quarterly to 
the Executive Committee, the Group and the Board of Directors. These risks are more frequently followed 
up in more detail by the relevant Crelan Group specialized risk committees.  
 
The prospects in the strategic plan and the budget are checked against the RAF limits. The strategic plan 
undergoes multiple iterations until equilibrium is reached between both profitability and risks. The strategic 
plan is designed so all risks fall within the risk appetite and the regulatory limits, while taking new and 
existing regulations into account to meet the regulatory requirements. On top of that stress tests are applied 
to the strategy plan to test the robustness of the plan. 
 
For capital and liquidity financial risks, next to the regulatory framework, the risks are also subject to an 
economic framework that generates forecasts covering different horizons. The economic capital is 
distributed to all activities of the bank, and this based on the Crelan Group’s risk objectives. The 
management of Crelan Group imposes a limit on the total economic capital applied to ensure the bank 
always has enough financial resources. The bank also developed an internal liquidity approach to follow-up 
on its liquidity position. Crelan Group’s risk appetite framework sets the appropriate governance, reporting 
requirements, limits, controls and decision processes to drive management decisions. 
 
Crelan Group’s risk appetite is documented and reported in various reports for internal and external use 
(supervisor, external and internal audit). Any breach of alerts limits must be escalated to the members of 
the Management Board or the Board of Directors to, if needed, take corrective actions. 
 
Review and validation 
Review and validation are an essential part of the risk management framework. On a yearly basis, Crelan 
Group performs a global assessment which ensures that management takes a moment to assess the current 
status of the bank’s risk department and sets out objectives for the upcoming year. By doing so, it provides 
management with a better view on the overall strengths and weaknesses on each identified risk dimension. 
Complimentary to the global assessment, which is rather focused on financial risks, the annual Internal 
control process results in Internal Control report. Furthermore, model validation is an important 
component when measuring risk and performing stress testing exercises. A strong governance in model 
validation supports the analyses and computations done by the individual risk departments. 
 
Stress testing framework 
Stress testing is an analysis conducted to determine whether the bank has enough capital and/or liquidity to 
withstand the impact of adverse developments, such as the impact under unfavourable economic scenarios. 
These tests are meant to detect weak spots in the bank at an early stage, so that preventive actions can be 
taken by the bank itself. It plays an important role in: 
 

• Providing forward-looking assessments of risk; 

• Overcoming limitations of models and/or historical data; 

• Feeding into capital and liquidity planning procedures; 

• Informing the setting of a banks’ risk tolerance/appetite; 

• Facilitating the development of contingency plans. 
 
The results of the various stress testing exercises are also used by the supervisor in their SREP assessment. 
The stress testing framework aims at providing the methodology and process for the performance of stress 
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testing by Crelan Group as part of the risk management process, taking into account the applicable 
regulation. The scope of the program extends to all entities managed or controlled by Crelan Group. When 
performing stress tests all material risk domains of all entities in the scope of the program are taken into 
account. 
 
Risk data, aggregation and IT systems 
Management, control and monitoring of risk data, aggregation and IT systems remained an important pillar 
in 2022. Crelan Group was able to meet all regulatory reporting requirements. Since the bank became a 
significant institution, these reporting requirements increased. Furthermore, significant investments are 
done within the integration & migration project to safeguard the banks risk data & aggregation capabilities.  
 
In the following sections, first the focus will lay on the more important risk categories to which Crelan 
Group was exposed in 2022, namely credit, market, liquidity, and operational risks. All these risks have a 
potential impact on the bank's objectives in terms of solvency, liquidity and profitability. The other risks of 
the bank are described in chapter 4.8. 
 
 

7.2. Solvency Risk 
 
7.2.1. Management 
 
Under the EU Capital Requirements Regulation and Directive (CRR/CRD IV) as well as the Basel accords, 
Crelan Group must maintain a minimum level of own funds to cover its credit, market and operational risk. 
This obligation is known as the ‘Pillar 1 Minimum Regulatory Capital Requirement’. Banks must also have 
in place sound, effective and complete strategies, and processes to assess and maintain on an ongoing basis 
the amounts, types and distribution of internal capital that they consider adequate to cover the nature and 
level of the risks to which they are or might be exposed to. This obligation is known as ICAAP (Internal 
Capital Adequacy Assessment Process) and is the Pillar 2 requirement of the Basel framework.  
 
Both for regulatory and economic capital, the ‘available capital’ of banks is compared to measured ‘capital 
requirements’. The differences between the two are due to their measurement methodologies3 and the scope 
of the risks that are covered4 . 
 
The capital risk is the risk that the bank has or may have insufficient capital to cover the risks to which the 
bank is exposed. In practice, this is translated into a cross-check of the capital base against the minimum 
regulatory capital requirements (Pillar 1) and the economic capital requirements (Pillar 2).  
 
The capital base is carefully monitored by the ‘Balance Sheet Risk Committee’ (BSRC). The committee is 
supported in this mission by a working group: the Capital and Funding Committee (CFC). The CFC 
oversees the new regulations (‘regulatory watch’), follows up on the current and projected solvency ratios, 
anticipates and manages the economic and regulatory capital requirements.  
 
The calculations for regulatory capital are reported to the supervisor (COREP) on a quarterly basis. 
 
The bank reports the required economic capital to the supervisor in an annual ICAAP file on top of that 
the required economic capital is quarterly calculated and used in several internal reports and incorporated 
in the risk appetite. The ICAAP is the internal review process of the institution itself, which allows it to 
assess the adequacy of its capital considering its risk profile and its organisation. 
 
 
  

 
3 Under Pillar 1, the methods are defined by the regulator whilst the methods are defined by Crelan Group under Pillar 
2. 
4 Only three risks are covered under Pillar 1, whilst all material risks must be covered under Pillar 2. 
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7.2.2. Regulatory Environment 
 
The EU introduced stricter rules around capital requirements for banks in the aftermath of the financial 
crisis that are based on the Basel III accords. The requirements for banks are set out in the ‘Capital 
Requirements Regulation’ (CRR) and the ‘Capital Requirements Directive’ (CRD IV). The CRR/CRD IV 
was gradually introduced since 1 January 2014 and is fully in force since 2019. As from June 2021 
CRR2/CRD V entered into force. 
 
The minimum capital ratios (Pillar 1 requirements) which are to be met according to CRR/CRD IV are 
4.5% for the core capital (CET1), 6.0% for the tier 1 capital ratio and 8.0% for the total capital ratio. 
 
Besides the minimum own funds requirements of the CRR, Crelan Group should also comply with the 
various buffers that are imposed in accordance with CRD IV. 
 
The CRD IV provides for a capital conservation buffer. In times of an economic boom, this can be up to 
2.5%. The premise is to reserve additional capital in times of financial prosperity. In times of financial stress, 
the institution will be able to use this capital. The condition is then that the institution may not pay out a 
dividend to shareholders. This buffer phased in to a final level of 2.5%.  
 
Crelan Group may also be obliged to build a counter-cyclical capital buffer representing an additional core 
Tier 1 capital requirement. This buffer's aim is to protect the bank against risks arising from the financial 
cycle and can be up to 2.5%, possibly higher. This requirement came into effect in 2016. Due to COVID-
19, the activation of the countercyclical capital buffer of 0.5% for Belgium was postponed, consequently a 
0 % countercyclical buffer rate for Belgium is applicable.  
 
The Belgian supervisor has appointed Crelan Group as O-SII or ‘Other Systemically Important Institution’ 
and therefore is subject to an additional core Tier 1 capital requirement (O-SII buffer) of 0.75% as from 1 
January 2023.  
 
As from Q2 2022 a sectoral systemic risk buffer (SSRB) has been imposed by the NBB, replacing the macro-
prudential add-ons. This buffer is calculated as 9% of the risk weighted assets under the IRB approach for 
exposures secured by Belgian Real estate. In practice, this results in a 2.89% extra capital requirement at 31 
December 2022. 
 
Following his ‘Supervisory Review and Evaluation Process’ review, (SREP), the competent supervisory 
authority (the European Central Bank for Crelan Group) may impose higher minimum ratios (= Pillar 2 
requirements), when, for example, not all risks are properly reflected in the regulatory Pillar 1-calculations. 
Crelan Group’s Pillar 2 requirement (P2R) amounts to 3.16% as per the SREP 2022 cycle. This is the 
weighted average of the P2R of Crelan and the P2R of ABB at 31 December 2021 as per the methodology 
applied in acquisition situation 
 
As an O-SII Crelan will also be subject to requirements set by the SRB (Single Resolution Board) under 
BRRD II/SRMR II. It is yet unclear what Crelan’s MREL target will be as an official target has not yet been 
communicated by the SRB. On a sub-consolidated level, AXA Bank Belgium has an old BRRD I target 
which remains applicable until official communication of the Crelan Group BRRD II target.  
 
 
7.2.3. Own Funds eligible liabilities 
 
The own funds for solvency requirements are slightly different from the equity in accounting.  
 
The accounting core capital is adjusted with: 
 

• Prudential filters, which exclude certain items of own funds, such as changes in the value of own 
credit risk and additional value adjustments in the context of prudent valuation; and 
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• Other deductions, such as intangible fixed assets, CET1 deduction for securitisation, the deferred 
tax assets which are based on future profitability, deficits in terms of provision of ‘Internal Rating 
Based approach’ (IRB). If the IRB approach is applied to calculate the credit risk, banks are required 
to compare their actual provisions with their expected losses. Any shortfall should be deducted 
from Tier 1 while an excess will be eligible for inclusion in Tier 2 capital subject to a cap.  

 
The reconciliation of the accounting equity based on IFRS with the own funds for solvency requirements 
can be seen in the table below: 
 

 
  
The CET1 amounts to EUR 1,896 million in 2022 versus EUR 1,841 million in 2021. This increase in CET1 
is mainly caused by: 

• The increase in cooperative capital of EUR 16.8 million: net evolution of the cooperative capital 
during 2022; 

• The increase in retained earnings of EUR 10.8 million including the EUR 122.7 million eligible 
profit; 

• The increase in other reserves of EUR 98.7 million; 

• The adjustments to prudential filters of -EUR 17.6 million; 

• Evolution of other intangible assets of EUR 4.1 million; 

• Evolution of IRB shortfall of -EUR 20.3 million;  

• Evolution of Deferred Tax Assets of -EUR 23.9 million; 

• Evolution in coverage for non-performing exposures -EUR 0.9 million; 

• Evolution in additional deductions due to art. 3 of CRR -EUR 14 million. 
This strengthens the equity of Crelan Group. 
 
The prudential own funds, the senior non-preferred debt of EUR 300 million, subordinated debt with 
remaining maturity > 1 year of EUR 1.4 million and the EMTNs with remaining maturity > 1 year of EUR 
324 million are eligible liabilities which are relevant for the MREL ratio at the end of 2022. 
 
The total own funds for solvency requirements include: 

• CET1;  

• additional Tier 1 capital consisting of applicable convertible bonds; 

• Tier 2 capital, consisting of the useful value of the subordinated loans, perpetual subordinated loans 
and including Basel III transitional measures. 
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The total own funds of Crelan Group evolved from EUR 2,291 million in 2021 to EUR 2,343 million at the 
end of 2022. 
 
 
7.2.4. Regulatory Capital Requirements 
 
The regulatory capital requirements are based on the concept of Risk Weighted Assets (RWA) Pillar 1 
minimum regulatory capital requirements calculation methods are defined specifically in the regulation. The 
Internal Rating Based Approach (IRB) is applied for the bulk of the Belgian credit activity (see 7.4.5). The 
Standardised approach is used for a smaller part of the exposure (see 7.4.4).  
 
The RWA for Crelan Group under the Basel III rules amounted to EUR 8,915 million on December 2022 
coming from EUR 11,602 million at the end of 2021. This EUR -2,687 million RWA decrease is mainly 
driven by the removal of the macro-prudential add-on as of Q2 2022 which is replaced by the sectoral 
systemic risk buffer as described in section 7.2.2, this led to an RWA decrease of EUR 2,790 million 
compared to the first quarter of 2022. Furthermore, an increase of EUR 96 million RWA stems from 
operational risk. The operational risk information is updated once a year. This results in an Own Funds 
requirement of EUR 97.7 million with a corresponding RWA level of EUR 1,222 million. Finally, credit 
valuation adjustment RWA of Crelan Group increased with EUR 21.1 million during 2022 due to increased 
interest rates. 
 

 
 
 
7.2.5. Securitisation – Significant Risk Transfer 
 
In December 2020, Crelan Group sub entity AXA Bank Belgium has set up a synthetic securitisation on its 
mortgage loan portfolio, to optimise AXA Bank Belgium’s risk-return balance, and to support the growth 
of the loan portfolio while maintaining the envisaged solvency levels (as set in the risk appetite framework 
of the bank). It consists of a balance sheet synthetic securitisation with Significant Risk Transfer (SRT) 
whereby AXA Bank Belgium (originator and seller) sells the mezzanine tranches to a third party while 
retaining the senior and first loss tranches as well as a 5% vertical slice of the whole portfolio.  
 
The first loss tranche is fully deducted from CET1 capital. It is computed as the sum of all exposures that 
would be weighted at 1250% (the first loss tranche as well as the excess spread) to which the specific 
provisions as estimated for the underlying exposures may be deducted. In this case, the deduction is 
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therefore equal to EUR 2.5 million in Q4 2022 compared to EUR 2.8 million in Q4 2021. The computed 
deduction value is directly deducted from CET1 capital. As a result, only the retained senior tranche needs 
to be risk weighted. The RWA of the retained senior tranche amounts to EUR 60.9 million at the end of 
2022 compared to EUR 77.7 million in Q4 2021. This senior tranche RWA is measured according to SEC-
IRBA method as all underlying credits are IRB exposures. Adjustments are made for maturity mismatches 
between the credit protection and the underlying exposures, and the Senior tranche risk weight is floored at 
the weighted-average risk weight that would be applicable to the underlying exposures had they not been 
securitised. The final risk weight of the senior tranche equals 15% which corresponds with the risk weight 
floor applicable under the securitisation framework. 
 
 
7.2.6. Capital Ratios 
 
The regulatory solvency ratios compare the own funds of Crelan Group to its risk weighted assets. 
 

 
 
Crelan Group shows solid solvency ratios at the end of 2022. The increased solvency ratios are largely 
explained by the net profit of 2022 that was fully included in capital (see section 4.2.3), the increase in 
cooperative capital and the decrease of RWA in 2022, due to the removal of the macro-prudential add-on 
(see section 4.2.4). As per 31 December 2022, Crelan Group’s Tier 1 ratio stands at 24.02% (17.97% in 
2021) and total capital ratio at 26.28% (19.74% in 2021). 
 
 
7.2.7. Economic capital 
 
Next to the regulatory (normative) perspective for managing capital risk, Crelan Group also decided upon 
an internal economic framework to measure the adequacy of its capital in 2022. Approach for the 
consolidated scope: 

• Starts from the risks which were identified by AXA Bank Belgium in the 2021 ICAAP. Therefore, 
not only the financial risks such as IRRBB and market risk are included, but also credit risk; 

• The general idea is that Crelan Group tries to measure 1 in 1,000 years shocks per risk type for the 
most material risks: credit risk and IRRBB; 

• For credit risk, the starting point is the internal ECAP model (asymptotic single risk factor at 99.9% 
confidence level)5 which was developed by AXA Bank Belgium and which is validated on a yearly 
basis. As it was not possible to fully integrate the Crelan (incl. Europabank) exposures and risk 
parameters into the AXA Bank Belgium systems, a simple rule of 3 was applied to extrapolate the 
ECAP requirements for to the entire portfolio. The rule of 3 is applied based on the relative share 
of the two banks to the total regulatory RWA of the combined bank; 

• For IRRBB, Crelan Group applies the following approach: 
o The six shocks defined by Crelan Group are computed (parallel down, up, short rates down, 

short rates up, steepened and flattened). This clearly shows that on consolidated level, the 
parallel up shock is the most severe; 

o Crelan Group then relied on its internal stress testing models where historical data on 
interest rates is used to check what 1 in 1,000 years shocks are: for an upward shock this 
corresponds to +175 bps; The resulting amount is an ECAP requirement of EUR 187.8 
million; 

• For operational risk a simplified approach has been used: regulatory standardised approach; 

 
5 The economic capital model can be computed at various confidence level. The 99.9% confidence level is used for 
Pillar II purpose. 
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• For business risk, the scenario approach of AXA Bank Belgium was maintained but on the entire 
portfolio; 

• The correlation matrix of AXA Bank Belgium was maintained; 

• For the other, less material risks, Crelan Group falls back to the regulatory approach where RWA 
amounts are translated into capital requirements. 

Crelan Group measures its economic capital requirements by using the methods described in the table 
below: 
 

 
 
Crelan Group’s excess capital is measured by subtracting from the bank’s internal capital (after stress) its 
total economic capital requirements (ECAP). Crelan Group measures its economic capital requirements by 
assuming a confidence level of 99.9%. 
 
 
7.2.8. Leverage Ratio 
 
The leverage ratio is defined as Tier 1 capital over the bank’s total exposure measure, which consists of both 
on- and off-balance sheet items. The aim is to constrain excessive leverage and to bring the institutions' 
assets more in line with their capital.  
 
Crelan Group's leverage ratio according to current CRR legislation (‘Delegated Act’) has decreased to a level 
of 3.89 % in Q4 2022 compared to 4.12% in Q4 2021 (3.77% excluding the impact of temporary of central 
bank reserves). The decrease in Leverage ratio in 2022 is largely explained by the temporary relief measure 
of the central banks which came to an end in Q1 2022. As from Q2 2021, Crelan Group was allowed to 
exclude the central bank exposures from total leverage ratio exposure. This temporary relief measure was 
applicable until March 2022. When excluding the central bank exposure from total leverage exposure the 
leverage ratio requirement of 3% needed to be recalibrated. The recalibrated Leverage Ratio requirement of 
Crelan Group was 3.28% until March 2022. From Q2 2022 the exemption was no longer allowed. Hence 
the central bank exposures were again included in the leverage exposure of Crelan Group. Consequently, 
the leverage ratio exposure increased by EUR 5,383 million in Q2 2022 and the leverage ratio requirement 
was brought back to 3%, the same level as it was before the application of the central bank exemptions. 
This increase in Leverage Exposure was partially offset by netting in the derivatives portfolio EUR -1,167 
million in Q4 2022. 
 

 
 
 

7.3. Liquidity Risk 
 
The ‘Basel Committee on Banking Supervision’ (BCBS) defines the liquidity risk as the risk of not being 
able to quickly and easily increase the cash position to absorb shocks as a result of financial and economic 
stress. 
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Crelan Group’s Risk Taxonomy considers the following two aspects of liquidity risk which both fall within 
the scope of liquidity risk management: 
 

• Short Term Liquidity Risk is defined as the risk that Crelan Group can not meet its financial 
liabilities when they come due (within a month), at a reasonable cost and in a timely manner. It 
results from short term cash and collateral positions (intra-day, overnight, one day to one month). 

• Structural Liquidity Risk is the risk that Crelan Group cannot meet its financial liabilities when they 
come due on a medium- and long-term horizon (more than one month), at a reasonable cost and 
in a timely manner. 

 
 
7.3.1. Liquidity Risk Management 
 
7.3.1.1. Risk Policy, Limit Framework and Reporting 

 
Crelan Group has stable sources of short- and long-term funding. It has a robust retail deposit base and a 
well established covered bond program (via ABE SCF) to attract well priced, non-volatile wholesale funding.  
To evaluate and manage its consolidated liquidity risk, Crelan Group’s Balance Sheet Risk committee 
monitors: 
 

1. Internal indicators: Internal Liquidity Stress (ILS) and Short-Term Liquidity Framework (STeLF);  
2. Regulatory indicators: LCR, NSFR, ALMM and asset encumbrance. 

 
All these indicators are underpinned by a common approach: guarantee that Crelan Group’s liquidity buffer 
is sufficient to cope with a range of stress events. More specifically, Crelan Group’s own Internal Liquidity 
Indicator has been designed to ensure that the bank maintains an adequate liquidity cushion to be able to 
withstand combined idiosyncratic and market stresses over a 3-month horizon. 
 
Internal Liquidity Stresses (ILS) 
The internal liquidity stress methodology is derived from the regulatory Liquidity Coverage Ratio (LCR) 
reporting requirements. The data from the prudential LCR liquidity reporting are used for the calculation 
of the internal liquidity requirement under stress. However, where well-defined haircuts need to be applied 
in the LCR, the internal stress methodology will deviate by applying higher bank-specific shocks to assets 
and liabilities in order to simulate the impacts on the value of assets, inflows and outflows during a defined 
period of stress. 
 
The ILS is measured as a liquidity buffer in EUR, which is the amount of high-quality liquid assets that 
exceeds the net liquidity outflow of the defined stress scenario. Crelan Group has defined a stress scenario 
that covers a longer period of time than the LCR’s 30 calendar days window. The length of the stress 
scenario has been set at 3 months, this gives the bank time to adjust to a new liquidity situation and to also 
consider both a severe financial market and an idiosyncratic shock. 
 
The extreme financial market stress assumes the following two circumstances which are supposed to happen 
at the same time: 
 
The cash collateral of the derivative portfolio is dependent on movements on interest rates. Crelan Group 
needs to add cash collateral in case of a negative interest rate movement. We define this stress as a downward 
parallel shift of the interest curve. Secondly, an instantaneous widening by 150 bps of credit spreads on 
bonds. 
 
The idiosyncratic stress assumes that the behaviour of retail and wholesale clients changes compared to 
normal market conditions. This leads to outflow rates that are up to 50% higher than the LCR calculation. 
Moreover, there are additional outflow rates foreseen for credits in pipeline, as under stress the drawing 
behaviour of clients can change. Finally, the amount of inflows received from retail clients is limited to the 
principal payments, ignoring interests. 
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Finally, the ILS of Crelan Group also foresees a mitigating action, to remedy the stress experienced on 
during the considered 3-month time horizon. This action consists of issuing retained covered bonds through 
the SCF vehicle of sub entity AXA Bank Belgium. 
 

 
 
Short Term Liquidity Framework (STeLF) 
To complement the regulatory liquidity framework and the Internal Liquidity Stress calculations, Crelan 
Group has created a liquidity indicator computed on a daily basis which assesses the liquidity position over 
the next 5 business days. This indicator is called the Short-Term Liquidity Framework (STeLF). It measures 
the liquidity buffer defined as the sum of unencumbered ECB eligible securities and EUR cash balances and 
is calculated for two scenarios. In the business-as-usual scenario, the STeLF liquidity buffer takes inflows 
and outflows into account for the next five business days. While in the stress scenario only the outflows are 
taken into account along with an extra stress outflow on top of that. 
 
Regulatory Indicators 
Crelan Group monitors the LCR and NSFR of the Basel III framework. 
 

• LCR (Liquidity Coverage Ratio) became binding in October 2015 while NSFR (Net Stable Funding 
Ratio) became binding with the introduction of the CRR II in June 2021.  

• ALMM (Additional Liquidity Monitoring Metrics) is reported to the supervisor since April 2016. 
Asset encumbrance (broad and narrow) ratios are calculated in accordance with Belgian regulation 

 
 
7.3.1.2. Policies for Liquidity Risk Management 

 
Crelan Group’s liquidity contingency plan has been adapted and the bank established a special task force 
which, during systemic or idiosyncratic liquidity crises, must immediately intervene and take appropriate 
action. Regular forward-looking projections of the main liquidity ratios support the active management of 
the liquidity risk within the bank. 
 
 
7.3.2. Liquidity Buffer Assessment 
 
Crelan Group has a very robust liquidity position as demonstrated by its strong liquidity buffer that clearly 
exceeds regulatory and internal limits. 
 
Both Basel III indicators are well above the minimum requirements at the end of 2022 (100% limit) thanks 
to a comfortable stock of liquid assets and a solid financing structure.  
 

 
 
Funding 
The main sources of stable funding for the bank are retail deposits (EUR 42.1 billion on 31 December of 
2022) and covered bonds (EUR 5.9 billion on 31 December 2022). Crelan Group also participated to the 
long-term refinancing operations (TLTRO) of the ECB for EUR 1.3 billion on 31 December 2022. This 
funding is received by pledging retained covered bonds as collateral at the ECB. More detail can be found 
in the table below.  
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Maturity Analysis 
 

 
 
In this table the fair value of derivatives is not included since we do not consider these derivatives as 
‘funding’,  
 
Covered Bonds 
AXA Bank Belgium, part of the Crelan Group created AXA Bank Europe SCF for issuing covered bonds, 
whereby AXA Bank Europe SCF directly purchases mortgage loans from AXA Bank Belgium. Although 
not yet applied, the set up also allows executing a secured loan transaction between AXA Bank Belgium and 
AXA Bank Europe SCF with mortgages as underlying collateral to issue covered bonds with a shorter time 
to market. 
 
The strong underlying quality of AXA Bank Belgium’s retail mortgage portfolio in Belgium is the ideal 
collateral for a covered bond program. This program enables Crelan Group to manage its liquidity risk. It 
provides the bank with diversification in funding sources and minimises funding concentrations in time 
buckets. The covered bond program gives Crelan Group access to the covered bond market, allowing to 
reduce the cost of long-term institutional funding. This program offers the bank access to funding markets 
that remain open in times of market stress. The bank launched its first covered bond in November 2010. 
The covered bond program amounts to EUR 9.25 billion in 2022 of which EUR 5.75 billion remains on a 
consolidated level: EUR 5.75 billion are placed in the market, and EUR 3.5 billion of these covered bonds 
are retained by AXA Bank Belgium (used in secured funding transactions) and were eliminated in the 
consolidated balance sheet. 
 
Since the bonds issued with this program are covered by mortgage loans, a part of the mortgage loan 
portfolio of the bank is considered to be encumbered. To ensure that the amount of encumbered assets 
does not grow too large, Crelan Group calculates the economic asset encumbrance indicator. This indicator 
specifies the amount of assets that are encumbered compared to the total balance sheet. The table below 
shows that even while using mortgage loans to issue covered bonds, the economic asset encumbrance ratio 
stays below its limit. 
 

 
 
 

7.4. Credit Risk 
 
7.4.1. Credit Risk Management 
 
Crelan Group defines credit risk as the risk of loss associated with the obligor’s incapacity to fully meet 
contractually agreed financial obligations. The goal of credit risk management is to ensure that a (set of) 
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credit event(s) would not significantly threaten the bank’s solvency nor profitability. In order to reach this 
objective, credit risk exposures are maintained within strict boundaries. The effective management of credit 
risk is a critical component of a comprehensive approach to risk management and is essential to the long-
term success of any banking organization.  
 
Crelan Group’s main business is to provide mortgage (79%), professional (10%), agricultural (4%), 
consumer (4%) and other (3%) loans, with mortgage loans representing the most important share. These 
products are offered in Belgium only. 
 
 
7.4.1.1. Impact energy crisis on the Group’s portfolio 

 

As from October 2022, Belgian banks provide payment deferrals to individual clients that are affected by 
the energy crisis. As explained in 4.1.2.2. As of 31 December 2022 capital suspensions granted by both 
banks represents only 0.5% of the total portfolio (see table below). 
 

 
 

7.4.1.1.1. Forbearance rules 

 
The regulation refers to contract amendments requested by customers in financial difficulty. In a normal 
setting Crelan uses its internal rating system to make the distinction with commercial adaptations. At AXA 
Bank Belgium, capital suspensions for a period of 6 months or more are considered as forborne. Mortgage 
loans energy measures are for 12 months and conditioned on a repayment plan with the energy supplier and 
a limited savings amount that corresponds to financial difficulties. All the files with energy measures will be 
flagged as forborne at both banks without considering the customer’s rating. This is also in line with Febelfin 
consensus. All those files will be classified in stage 2 or in stage 3 if a forbearance flag is still active (in the 
2-year probation period). The impact on the expected credit losses is described in the following section. 
 

7.4.1.1.2. Management overlay 

 
Crelan Group ended 2021 with management overlays on its expected credit loss figures. These overlays 
were deemed to cover uncertainties related to new rating models, the impact of COVID-19 and the volatility 
of the agricultural sector. A quantitative re-assessment of both the relevance and levels of the overlays was 
performed at the end of the year in the context of the energy crisis, alongside the pursuance of the 
harmonisation of the IFRS9 framework and methodologies of Crelan and AXA Bank Belgium. The Bank 
has identified pockets of risk in its portfolios consisting of clients who could potentially face repayment 
problems if energy prices and inflation remain historically high in the coming months. 
 
Mortgage and consumer loans 
Mortgage loans are the most important product within Crelan Group’s credit portfolio concentrated on 
Belgium residential real estates. An important risk parameter in granting loans is the client's ability to repay. 
In the case of mortgage loans, all income and expenses, including those related to loans, are taken into 
account to obtain a net income that is compared to what is known as the minimum disposable income, i.e. 
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what the client should have left over for everyday expenses such as food, heating, etc. If this minimum 
income is not reached, the loan is rejected. 
In order to have a view on the impact of the energy crisis on the repayment capacity of our retail clients we 
simulated this impact on the disposable income that is present in the database (dates mainly back to the loan 
origination). We have indexed these incomes and have decreased them with the average impact on the 
energy bill in Belgium. 
All the credits which do not reach the minimum remaining income and of which the borrower does not 
have EUR 2,500 assets under management at Crelan Group were taken into account to determine a 
management overlay of EUR 6.8 million corresponding to the application of the coverage ratio of credits 
in stage 2 to those credits (which are classified in stage 1). 
 
Professional and agriculture loans 
Risk department has conducted an analysis to identify the riskiest credit files based on a series of negative 
indicators. Each client in the portfolio is given a score based on various internal and external indicators. The 
higher the score, the higher the risk. Based on the selection of clients at risk, we consider the application of 
the stage 2 coverage ratio on those exposures in stage 1 to determine the management overlay for both 
portfolios. This management overlay of EUR 3.1 million comes above the collective provision on the 
agricultural sector (see below).  
  
Sectorial provision on agriculture market 
In Q4 2022 a reassessment was done of the vulnerabilities in the agriculture market including the main 
changes that have occurred in the last year and their impact on agriculture and horticulture. Conclusion was 
that all sectors are affected by a sharp increase in the cost structure. In some sectors this increase can be 
compensated by the increase of sales prices. But pricing power may come under pressure by the negative 
macro-economic environment. Farms operating in monoculture are particularly affected because they do 
not benefit from risk diversification and for horticulture, the increase in staff costs is added to that of energy. 
Moreover, especially on the Flemish side, regulatory changes create significant uncertainty for the 
agricultural sector. Given the increased uncertainty the existing overlay for the agricultural sector was revised 
upwards from EUR 8.8 million to EUR 12 million at the end of 2022. Regardless of these evolutions the 
agricultural portfolio currently remains resilient. Additionally, the agricultural portfolio was not impacted by 
COVID-19. The overall portfolio quality has been constantly improving over the last years due to a prudent 
policy, a diversification over sectors, strong collateralization, an in-depth knowledge of the sector and a 
strict limit framework. On top, all important files are reviewed annually by the Credit Committee. 
 
 
7.4.1.2. Risk policy, Limit Framework and Reporting 

 
The purpose of credit risk management is to correctly identify and measure the credit risk on the balance 
sheet, to monitor the credit risk and to take the necessary actions to keep the credit risk within the risk 
appetite so preventing credit events to materially affecting the solvency or profitability of the bank. 
 
To achieve this objective, loan portfolios must remain within certain predetermined limits. These limits are 
determined by a previously elaborated risk appetite framework (RAF) in which functional limits are defined. 
These functional limits are translated into operational limits which are used daily to ensure that the credit 
activity operates within the risk appetite defined by the Board of Directors  
 
The risks on Crelan Group’s Belgium mortgage loans, personal loans, agricultural loans and professional 
credits are managed in four phases (acquisition, management, remedy and recovery) based on the credit 
policies. 
 
Mortgage loans are accepted based on a set of acceptance standards and policy rules. Acquisition scoring 
models are internally developed and regularly reviewed to assess the validity of these internal risk models. 
Crelan Group is compliant with the guidance of the NBB (so called “speed limits”).  
 
An essential part of credit risk management is formed by the Bank Remedy Department. This department 
adopts measures to minimize the bank's credit risk depending on the nature and severity of the incident. 
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Moreover, the department determines the amount of monthly provisions to make for future write-offs. The 
procedures and controls for the write-off on non-performing loans are incorporated in a write-off policy in 
accordance with the EBA guidelines. 
 
In compliance with regulatory expectations, Crelan Group performs stress testing for retail credit risk. The 
main goal is to assess the sensitivity of credit losses for the existing credit portfolio as well as to assess the 
solvency of the bank under stressed situations.  
 
The evolution of credit risk is actively tracked as part of the reporting for the Lending Risk Committee 
which reviews the risk on a regular basis. All these principles lead to a highly effective risk management 
system with control processes that prevent undesired manipulations. This system is strongly integrated into 
the operations of the ‘Financial and Credit Risk’ division and is subject to continuous monitoring by the 
Risk Committee at Board level. 
 
 
7.4.1.3. Portfolio 

 
The loan portfolio consists of mortgages, professional, agricultural, consumer and other loans, with 
mortgage loans representing the most important share. 
 
Given the good collateral coverage and the low probability of default, the risk profile of the total credit 
portfolio is low. 
 
 
7.4.2. Credit Risk Exposure 
 
For the vast majority of Belgian loans credit risk measurement is done by means of Internal Rating Based 
(IRB) models at Crelan and AXA Bank Belgium. A residual proportion of loans are measured by the 
Standardised Approach. Europabank measures all its exposures with the Standardised approach as they 
target a specific client segment. Crelan Group applies the Standardised approach for the investment 
portfolio and participations, as seen in section 7.4.4. 
 
The credit risk exposures are risk-weighted for 21% according to the Standardised Approach and for 79% 
according to the IRB. When only looking at the Retail portfolio, 98% is risk-weighted following IRB.  
 
For on-balance sheet items, the net value is the gross carrying value of the exposure less allowances/ 
impairments. For off-balance sheet items, the net value is the gross carrying value (nominal amount) of the 
exposure less provisions. 
 
Crelan Group’s retail portfolio is mainly concentrated towards households. These households are serviced 
by Crelan by means of mortgage loans, consumer loans and credit facilities to current accounts. 
Furthermore, Crelan Group has some exposure towards non-financial and financial corporations. These 
exposures correspond to our professional loan portfolio targeting farmers, self-employed clients, liberal 
professions, and micro enterprises. A diverse mix of industry sectors are served by Crelan. 
 
The mortgage portfolio has risen in 2022 with 3.9% thanks to the high new production of mortgages which 
proofs to be of good quality (compliant with the speed limits). 
 
For the consumer loan portfolio, we noticed an increase in 2022 (9.7%). The production did more than 
compensate for the natural erosion of the portfolio despite not being a strategic product. 
 
The professional loan portfolio of Crelan Group Increased in 2022 with 7.4%. This is in line with Crelan 
Group’s strategic initiatives to intensify the relationship in the professional segment. 
 
Finally, the agricultural portfolio of Crelan Group increased with 1.5% during 2022. 
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7.4.3. Credit Quality 
 
7.4.3.1. Definition of default 

 
Crelan and AXA Bank Belgium both have a definition of default for retail loans that is compliant with the 
harmonized definition of default formulated by EBA. 
 
Both banks consider a client/facility to be in default if and if only one or more of the following conditions 
is fulfilled: 

• The client/facility is in litigation. In such a case, the contract with the client has been cancelled, and 
actions such as claiming guarantees are taken to recover the full amount of the exposure; 

• The client/facility has more than 90 days past due of material arrears. The materiality threshold for 
the arrears is set EUR 100 and at least 1% of the exposure; 

• The client/facility is “unlikely to pay”. The banks perceive indications that the client will most likely 
not be able to fully satisfy its credit payments without possible claim on the guarantees. Indications 
of unlikeliness to pay include bankruptcy, fraud, contagion through connected clients, and 
deterioration of credit worthiness of forborne loans. 

In case a client/facility is in the 2 last categories, it is referred to a “possible loss”. On the contrary, a 
credit/facility which is in litigation is said to be doubtful.  
 
When a client/facility becomes defaulted, it is considered to be impaired and thus a specific (collectively or 
individually assessed) provision has to be accounted for. At that moment an evaluation should always be 
made if this default has an impact on the estimated future cash flows of the financial asset, and if accordingly, 
an impairment loss should be recognised. 
 
 
7.4.3.2. Acceptance policy 

 
Both Crelan and AXA Bank Belgium have a selective and prudent acceptance policy in place. As a result, 
the new production of both banks was characterised by a high quality and the entire credit portfolio showed 
a good performance despite the current macro-economic challenges such as the energy crisis.  
 
In 2022 the focus was on aligning the acceptance policies of Crelan and AXA Bank Belgium. A gap analysis 
was therefore performed, and some “quick wins” were identified. In close collaboration with the Risk 
department, most of the principles are today aligned. 
 
 
7.4.3.3. Credit quality stages 

7.4.3.3.1. Performing – stage 1 

 
Under IFRS 9, within the segment of performing loans, a distinction is made between loans without any 
significant increase in credit risk since origination on the one hand and loans with a significant increase in 
credit risk since origination on the other hand. Loans that are in the performing segment without any 
significant increase in credit risk are categorised as Stage 1. For Stage 1, the impairments are recognized for 
a 12-month expected credit loss. If none of the qualitative or quantitative triggers as described in Stage 2 
and 3 are triggered, a loan is categorised in Stage 1. 
 

7.4.3.3.2. Underperforming – stage 2 

 
Crelan and AXA Bank Belgium consider the following conditions, both quantitative as qualitative, to 
attribute to a significant increase in credit risk (SICR) and therefore the loans are categorized as Stage 2 
(underperforming):  
Triggers for both banks:  
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• Days past due greater or equal to 30;  

• Negative listed in CKP 12 database;  

• Forbearance measures on credit. 
Specific triggers for AXA Bank Belgium:  

• Current PD rating in bucket 9.  

• Current PIT6 PD is above a factor 3 times PD at origination and absolute difference is above 67 
BPS.  

• Difference in current PIT PD to PD at origination is greater or equal than 2%-points.  
Specific triggers for Crelan:  

• Current rating downgraded outside RAF after the origination (rating C- or lower).  

• Rating downgrade resulting in a 12-month PD increase of at least 200% compared to origination. 

• Transfer to the watch-list by decision of the credit committee, based on negative qualitative signals 
identified during the reviews and monitoring process of the portfolio.  

If a single one of the qualitative or quantitative triggers conditions is met, the loan will be classified as Stage 
2. 
Note that the criteria have been harmonized from a conceptual point of view end Q4 2022. Some differences 
remain due to technical differences in the tool and/or processes.  
 

7.4.3.3.3. Non-performing – stage 3 

 
Stage 3 contains all loans in default, see section 7.4.3.1 for its definition.  
 
When a client/facility becomes non-performing, an impairment loss should be recognized. At that moment 
an evaluation should always be made if this default has an impact on the estimated future cash flows of the 
financial asset. 
 
Furthermore, the default status is fully aligned with the ‘non-performing’ and ‘impaired’ statuses and hence 
with stage 3. 
 
 
7.4.3.4. Specific and general credit risk adjustments 

 
Based on the CRR definition, credit risk adjustments are the amounts of specific and general loan loss 
provisions for credit risk that have been recognised in the financial statements in accordance with the 
applicable accounting framework. The Consolidated Financial Statements of Crelan Group are drawn up in 
compliance with the IFRS – including the International Accounting Standards (IASs) and interpretations as 
accepted within the European Union.  
 
Under IFRS 9 the credit risk and the potential associated credit losses are captured through the expected 
credit loss principles and all credit risk adjustments are categorised as specific. There is no general loss 
allowance as defined under the Bank Accounts Directive (Council Directive 86/635/EEC).  
 
All expected credit losses calculated through internally developed statistical models and other historical data 
are considered being collectively measured allowances. At AXA Bank Belgium, only loans having a ‘CX’ 
status as part of the credit-impaired loans portfolio are having individually measured allowances.  
 
At Crelan all loans in default (litigated in contentieux and not litigated in pré-ctx) have individually measured 
allowances. Crelan Group calculates expected credit losses starting from the initial recognition of the loan 
on the balance sheet. For loan commitments, the date that Crelan Group becomes party to the irrevocable 
commitment is considered to be the date of initial recognition for the purposes of applying the impairment 
requirements. 
  

 
6 Point-in-time 
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Based on the following key inputs:  

• Exposure at default  

• Loss given default  

• Probability of default  
expected credit losses are calculated as a probability-weighted outcome based on 3 scenarios: an up-turn 
scenario, a base scenario and a down-turn scenario. 
 
Crelan Group uses a separate provision account, which reflects the impairment special depreciation, 
undergone by the underlying financial asset as a result of credit losses. The calculation of the expected losses 
also takes into account the impact of the time value and the related adjustment is recognised through the 
interest yield.  
 
Negative differences between the calculated recoverable amounts and the carrying amount are recognised 
in the income statement as an impairment loss. Each increase due to a downswing is recognised through 
the addition for impairment accounts in the income statement. Each decrease due to objective indicators 
that show that the recoverable amount increases as a result of an improvement in the assessed recoverable 
cash flow is accounted for through the write-back of impairments in the income statement account. 
However, it shall never lead to an amortised cost, which would be higher than the amortised cost if no 
impairment depreciation had taken place. The provisions are directly booked against the receivables if there 
is no possibility of recovery. 
 
 
7.4.3.5. Credit Risk Mitigation (CRM) 

 
Both AXA Bank Belgium and Crelan define in their credit policies the need to establish collaterals to mitigate 
the credit risk. 
 

7.4.3.5.1. Main types of collateral received 

 

Based on the product there are different types of collaterals given. 
 
Collateral for mortgage loans 
The credit is typically secured by a mortgage (inscription or mandate) on immovable property (full 
ownership) in Belgium. The property should be normally marketable. The mortgage that must be provided 
can be reused in the context of potential subsequent mortgage loans (and even used for other loans). All 
collaterals complementing mortgage must be provided before the official registration of the loan. 
 
Collateral for professional loans  
These collaterals are the following:  

• Tangible collaterals concern a property, movable or immovable, with an intrinsic value, in most of 
the cases a mortgage inscription or mandate.  

• Personal guarantees consist of claims against a person.  

• Moral undertakings provide no means of enforcement to the bank and rely on the honesty of those 
that have issued them. 

 
Collateral for agricultural loans 
They are similar to the professional loans with mortgages and mandates on the immovable properties 
(including land) and pledges on the movable assets (equipment, cattle, …). 
 
Collateral for consumer loans 
For consumer credits transfer of debt collection or act of relinquishment of wages and other income is used 
as collateral. For clients who also have a mortgage loan, the mortgage can also be considered as collateral. 
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Valuation policy for non-performing loans 
Clients with loans in arrears are a limited part of the bank’s portfolio but applying an indexation approach 
might not be appropriate for these loans as the assessment of potential losses more heavily rely on property 
values at this stage. Crelan Group therefore performs an external valuation at the moment of becoming 
doubtful for those properties for which no recent (i.e. ≤ 3 year) individual valuation is available. A yearly 
verification will be performed to ensure the last external valuation is less than 3 years old. In case of older 
external valuations, a (new) valuation will be performed. 
 
 
7.4.3.6. Changes in the stock of credit risk adjustments 

 
Since the start of IFRS 9 at the beginning of 2018, all credit risk adjustments are categorised as specific. 
 
 
7.4.3.7. Evolution portfolio in 2022 

 
Notwithstanding the COVID-19 crisis in 2021 and the energy crisis which unfolded in 2022 (see section 
4.1.2) the credit portfolio of Crelan Group remains healthy without material signals of deterioration. This is 
mainly due to the intrinsic quality of the credit portfolio and the prudent acceptance policy. The tables in 
section 4.4.1 provide an overview of the evolution of Crelan Group’s credit portfolio in 2022 over the 
various IFRS 9 stages and show the expected loss level per stage. 
 
In 2022, the non-performing loans (NPL) ratio further decreased to 0.9% (1.1% in 2021) as all flagged UTP 
COVID-197 credits have exited stage 3 in 2022 (after retrieving normal payments during a 3-months 
probation period). 
 

 
 
Note that in 2021 the POCI’s were added to the stage 3 figures as there were no impairments for these 
POCI’s at the end of 2021. The coverage ratio for Stage 3 increased in 2022 as a result of the implementation 
of overlays in context of the energy crisis. 
 
 
7.4.4. Standardised Apporach (STA) 
 
7.4.4.1. Portfolios under the standardized approach 

 
Crelan Group uses the standardised approach for determining the credit risk for a limited part of its 
portfolio. Europabank measures all its exposures with the Standardised approach as since they target a 
specific client segment (clients with a slightly higher risk profile). The standardised approach measures credit 
risk either pursuant to fixed risk weights, which are predefined by the regulator, or through the application 
of external ratings. More specifically, the standardised approach is used to determine the credit risk of:  

• Derivatives and repos; 

• Investment portfolio;  

• Participations;  

• Other small portfolios. 
These exposures are discussed in detail in this next section. 
 

 
7 Flagged UTP COVID-19 credits are credits that subject to the COVID-19 crisis have been assessed as ‘unlikely to 
pay’. This assessment was made and implemented at the end of November 2020. 
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7.4.4.1.1. Derivatives and repos 

 
The exposure on derivatives and repos is calculated according to the standardised approach for counterparty 
credit risk (SA-CCR) and is therefore set out under the section 4.5 ‘Counterparty Credit Risk’. 
 

7.4.4.1.2. Investment portfolio 

 
The market value of the investment portfolio decreased over 2022 due the maturity of bonds (EUR 226 
million in total). The remaining investment portfolio at the end of December 2022 is EUR 1,164 million. 
 
The investment portfolio of Crelan Group mainly consists of high-quality government bonds (74%) and 
supra-national bonds (14%).  
The next graph illustrates the exposures in Crelan Group’s investment portfolio (in million EUR). 
 

 
 
Moreover, the credit ratings and market price changes of Crelan Group’s positions are being carefully 
monitored to examine the vulnerability of the credit portfolio to a number of adverse developments. There 
is no single position with a rating below investment grade. 
 
Geographically, the investment portfolio credit risk is mostly limited to countries that are members of the 
European Union. 
 

 
 

7.4.4.1.3. Participations 

 

Crelan Group has a limited participations portfolio (EUR 10 million at the end of December 2022). These 
shares represent participating interests in non-consolidated subsidiaries (Beran NV), financial intermediary 
entities (e.g. Visa Belgium), private equity and funds. 
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7.4.4.1.4. Other small portfolios 

 
Some other small portfolios are treated under the Standardised Approach. It concerns among others tangible 
assets and other receivables. A very small part of the retail credits that because of their size do not longer 
qualify as “Retail” is allocated to the exposure class “Corporate” and treated following the Standardised 
Approach. Small retail portfolios such as tax credits, guarantees and negative current accounts are also 
treated under the Standardised Approach. Deferred tax assets that rely on future profitability and arise from 
temporary differences below threshold is also part of the Standardised Approach. Europabank measures all 
its exposures with the Standardised approach as they target a specific client segment. 
 
 
7.4.5. Internal Rating Based Approach (IRB) 
 
7.4.5.1. General 

 
Within Crelan Group both Crelan and AXA Bank Belgium received the approval from the NBB/ECB to 
apply the (A)IRB approach to their Belgian retail credit activity. This is the most sophisticated approach 
available under the regulatory framework for credit risk and allows a bank to make use of internal credit 
rating models and subsequent internal estimates of risk parameters. These methods and parameters 
represent key components of the bank’s internal risk management and process supporting the credit 
approval process, the economic capital, provisions and expected loss calculation and the internal monitoring 
and reporting of credit risk. AXA Bank Belgium received NBB’s permission in 2008 while Crelan in 
December 2011. For AXA Bank Belgium the approval to use the IRB approach was reconfirmed by the 
ECB after the Targeted Review of Internal Models (TRIM) in 2017. In Q4 2022 IRB models for AXA Bank 
Belgium were recalibrated towards the new definition of default while respecting the regulatory guidelines 
on internal modelling in line with the EBA repair program restoring the trust in internal models used for 
capital requirement calculations. The IRB landscape of Crelan and AXA Bank Belgium will be harmonized 
in the next few years. 
 
 
7.4.5.2. Internal credit rating models 

 
To apply the IRB approach, both Crelan and AXA Bank Belgium have developed internal predictive models 
in compliance with Basel’s III Internal Rating Based Approach. The relevant parameters include the:  

• Probability of Default (PD) of retail credits;  
• Loss Given Default (LGD);  
• Exposure At Default (EAD), including Credit Conversion Factor (CCF).  

The input data of these models consist of product characteristics, socio-demographic data of applicants, 
financial data and external data that must meet certain quality criteria. Given the vast amount of available 
information it was possible by means of statistical techniques to develop rating models that are highly 
powerful in predicting future default behaviour.  
 
PD models assign a score to each loan, based on product characteristics and borrower criteria. Based on 
these scores, PD classes are formed and a long-run PD is attached to each class. This long-run PD is the 
historic average default rate, corrected for being ‘forward looking’. This way at Crelan, 11 PD classes are 
created, rating A+ being the class with the lowest risk and rating E with the highest risk. Rating classes F 
and Z contain defaulted loans. For AXA Bank Belgium 10 PD classes are created, 1 being the class with the 
lowest risk and 9 with the highest risk. The 10th class contains defaulted loans.  
 
The LGD models estimate the size of the loss for loans that default. A workout LGD approach is taken for 
that purpose. Levels of losses are discriminated thanks to several characteristics such as e.g. the value of the 
guarantee that backs the loan. LGD is constructed based on two separate elements: the probability of cure 
and the loss given recovery. The combination of both elements results in a final LGD grade, to which a 
correction is done to take into account downturn conditions. 
 



Crelan Group 
2022 Consolidated Financial Statements 
___________________________________________________________________________________ 

107 

 

The EAD is the amount due by the borrower at the time of default. This amount includes the outstanding 
capital at the time of default, past due capital repayments and interests and fines. For unused credit lines 
and offers in the pipeline, CCF models have been developed based on historical data. These models estimate 
the proportion of the off-balance sheet that will be drawn by the customer at time of default.  
 
As part of the model development, there is a calibration process, linking the rating and the PD/ LGD. This 
calibration is revised and adjusted during the yearly model review process. 
 
 
7.4.5.3. Expected losses (EL) 

 
These are the expected value of losses due to default over a specified horizon. EL is typically calculated by 
multiplying the Probability of Default (percentage) by the Loss Given Default (percentage) and the 
Exposure at Default (amount). It is considered as an expectation due the Probability of Default factor. PD, 
LGD, EAD and EL form the building blocks for calculating the capital requirements for credit risk under 
IRB approach. 
 
 
7.4.5.4. Impairments 

 
As of 2018, impairment losses are recorded according to IFRS 9 requirements (calculated on a lifetime 
expected credit loss (ECL) for defaulted loans and on a 12-month or lifetime ECL basis for non-defaulted 
exposures, depending on whether there has been a credit risk deterioration and a corresponding shift from 
Stage 1 to Stage 2. Specific IFRS 9 models are used for this purpose which are in fact extension of the 
existing rating models (see section 7.4.3.3 for more information on the impairment stages). 
 
 
7.4.5.5. Control mechanisms for rating systems 

 
The 3 lines of defence principle is applied on the rating system. The Risk Analytics team is responsible for 
the development, maintenance and performance monitoring of the models in the IRB approach. Next to 
that, the Validation team acts as second line of defence, controlling and validating in accordance with 
internal guidelines the modelling activities performed by the Risk Analytics team. Finally, Crelan Group’s 
internal audit is the third line of defence, performing internal audit on models following the audit process 
in place. 
 
 
7.4.5.6. Exposures using the IRB approach 

 
Crelan Group uses IRB models to calculate the own funds requirements for Corporate SME and for Retail 
exposures: 

• The pre-securitisation Retail portfolio measured with the IRB models increased from EUR 42,890 
million at the end of 2021 to EUR 44,528 million at the end of 2022. The quality of the retail 
portfolio remained stable during 2022 whereas the pre-securitisation RWA (excluding macro-
prudential add-on) decreased from EUR 4,127 million in 2021 to EUR 4,058 million at the end of 
2022. This RWA decrease is caused by the implementation of the new ELBE model in Q1 2022, 
this effect was partially compensated by the portfolio growth during the year and the 
implementation of the new model packages in Q4 2022. 

• The Corporate SME portfolio measured with the IRB models increased from EUR 1,400 million 
at the end of 2021 to EUR 1,611 million at the end of 2022. The corporate SME portfolio showed 
stable quality during 2022. This, while the RWA decreased from EUR 507 million in 2021 to EUR 
498 million at the end of 2022. This is due to the implementation of the new LGD default model 
and new ELBE model in Q1 2022. 
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In Q4 2020 AXA Bank Belgium issued a synthetic securitisation with Significant Risk Transfer as explained 
in chapter 7.2.5 to support the growth of the loan portfolio while optimising the risk-return balance. After 
securitisation retail RWA decreased with EUR -133 million. 
 
 
7.4.5.7. Regulatory floors 

 
Crelan Group applies the regulatory 10% LGD floor for its mortgage loans. 
 
 
7.4.5.8. Belgian specific regulation 

 
As of Q2 2022 the macroprudential add-on on mortgage exposures is no longer applicable and was replaced 
by the Sector Systemic Risk Buffer (SSRB). The macroprudential measure imposes the constitution of a 
CET1-capital buffer in the form of a sectoral systemic risks buffer for Belgian residential real estate 
exposures of banks that use internal models for the computation of risk-weighted exposures (IRB banks). 
The targeted exposures are the same as the ones targeted by the previous measure applied until 30 April 
2022, according to Art of the 458 CRR. That is, the relevant real estate exposures targeted by the measure 
are retail exposures secured by residential real estate located in Belgium. They also include exposures partially 
or fully secured by mortgage mandates and cover both defaulted and non-defaulted loans. This sectoral 
systemic risk buffer is computed by multiplying the risk-weighted assets (RWAs) related to the 
abovementioned relevant exposures by 9%. Contrarily to the previous Art. of the 458 CRR measure, this 
measure does not result in an increase of the RWAs but in the constitution of a specific CET1-capital buffer, 
called (sectoral) systemic risk buffer. The Overall Capital Requirements (OCR) for the SSRB of Crelan 
Group is at a level of 2.89% at the end of Q4 2022. 
 
 
7.4.6. Macro-economic outlook 
 
In the beginning of 2022, the macro-economic outlook was uncertain due to the fifth wave of COVID-19 
and the future evolution of the pandemic. This uncertainty was reflected in the financial figures of Crelan 
Group. The uncertainty was soon reduced thanks to the successful vaccination program in Europe. 
However, the Russian invasion in Ukraine confronted Europe and Belgium with a new crisis in the form of 
rising energy prices and subsequent high inflation. As the start of that crisis, Crelan Group adapted its 
macro-economic outlook, and implemented related management overlays (see 7.4.1.1). A close monitoring 
of the evolution of the crisis was installed, with review of the scenarios when deemed necessary8 . 
 
More pessimistic macro-economic scenarios were considered throughout the year as the result of the 
intensity of the energy crisis and updated official forecasts. For end of 2022, Crelan Group has defined 3 
macro-economic scenarios for the future years, following the process and methodology internally defined. 
Those scenarios are provided in the tables below. In the base scenario, a slow GPD growth is forecasted 
for the upcoming years, with a slight increase in unemployment rate9 . The negative view on the 
unemployment rate is the result of the energy crisis and the rising labour costs. The nominal house price is 
forecasted to be stable in the upcoming years. House price is expected to be affected by the reduction in 
available incomes Belgian households are (and will be) facing due to the soaring inflation, as well as the 
sharp increase in interest rates.  
 
The adverse scenario is considering a more pessimistic view on the upcoming years. A decrease in GDP for 
2023 is forecasted. This decrease is a consequence of a more pessimistic impact of the energy crisis. In that 
scenario, a stabilization of the GDP for Belgium is expected in 2024, before a delicate recovery in 2025. 
Unemployment rate increases sharply, while a significant drop in house price is predicted. In an opposite 
way, the upturn scenario is considering a more favourable outlook for the economy compared to the base 

 
8 The macro-economic scenarios were aligned between AXA Bank Belgium and Crelan in the course of 2022. 
9 The unemployment rate for 2022 was 5.70% (based on the figure available end of 2022). 
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scenario, due to a softer energy crisis. A strong GDP and house price growth is predicted combined with a 
decrease in unemployment rate.  
 
Crelan Group is considering the upturn scenario as highly unlikely. Therefore, a weight of 0% is given to 
that scenario under IFRS9. The base and the adverse scenarios are given equal weight (i.e. 50% each) because 
of both the uncertainty of the consequences of the energy crisis and the more negative macro-economic 
outlook at the end of 2022.  
 
Those scenarios as well as their associated weights lead to an increase in provisions at the level of Crelan 
Group since the weighted macro-economic conditions are more pessimistic. Note that forecasting the effect 
of the energy crisis is extremely challenging since the crisis is polymorph (e.g. direct impact with energy 
costs and indirect impact with inflation, rising labour costs, etc.). Additionally, many uncertainties remain 
on the length of the crisis, and the outcome of the Ukrainian war. Given these circumstances, management 
overlays were also put in place (see 7.4.1.1.2).  
 
In 2022 actions were performed to ensure that these macro-economic scenarios are applied in a consistent 
way to Crelan and AXA Bank Belgium.  
 

 
 

 
 

 
 
 
7.4.6.1. ECL sensitivity to Macro-economic outlook 

 
The ECL has been computed under each of the macro-economic scenarios internally defined (i.e. base, 
adverse and upturn)10 .Those computations provide a measure of sensitivity of ECL level with respect to 
the macro-economic outlook. The table below shows the results. As can be seen, the ECL is the lowest in 
the upturn scenario and at its highest level in the downturn level. The base scenario represents a mid-point. 
The sensitivity to macro-economic scenario is mainly influenced by the house price, which directly impact 
the recoveries on defaulted loans. The house price evolution is the most negative in the adverse scenario.  
 

 
 

 
10 The weights for Q4 2022 are the following: 50% for the base scenario and 50% for the downturn scenario. 
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Note that the results presented in the above table are without management overlays. 
 
 

7.5. Counterparty Credit Risk 
 
Crelan Group engages in different types of derivatives in order to hedge its balance sheet risks. To measure 
the counterparty credit risk of these derivatives, we consider the possible future evolution of the derivative 
value in case of counterparty default. To achieve this, the derivatives are valued after applying market shocks. 
The losses that are caused by these market shocks should stay under the allowed limit for the counterparty.  
 
Asides derivatives, Crelan Group regularly trades repurchase agreements in which its own-issued covered 
bond is exchanged for cash or an LCR-eligible asset. As own-issued covered bonds are not included in the 
liquidity buffer of the Liquidity Coverage Ratio, this type of repurchase agreements has a positive impact 
on the LCR (see section 7.3 Liquidity Risk). To measure the counterparty credit risk on repos, a similar 
method as for derivatives is used: market shocks are applied on all securities posted and received. These 
shocks reflect the possible future fluctuations of the securities in case of counterparty default. Furthermore, 
an additional haircut is applied in case wrong-way risk is incurred.  
 
Exposure of Crelan Group to derivatives and money market transactions, which are described in the 
previous paragraph, is limited via a very strict policy regarding collateral requirements. Exposures to such 
transactions are subject to a daily credit risk monitoring and collateralized on a daily basis with both market 
counterparties and central clearing counterparties. Collateral exchanged is limited to cash and high-quality 
securities in order to ensure adequate limitation of credit exposures. 
 
Risk reducing agreements 
For all derivatives, it is mandatory to enter into an ‘ISDA Master Agreement’ and a ‘Collateral Service 
Agreement’ (CSA). These CSAs should be compliant with the EMIR regulation. New trades are not allowed 
with counterparties with whom no EMIR compliant CSA was signed. For repo transactions, it is mandatory 
to enter into a ‘Global Master Repurchase Agreement’. Each new counterparty should be presented to and 
approved by the Balance Sheet Risk Committee. 
 
Exposure at Default  
In this section, we give an overview of our exposure at default of a counterparty related to the dealing room 
activity for both derivatives and (reverse) repos. The regulatory definition is used, that considers the nature 
of the instruments and simulates the exposure amount in case of counterparty default. This exposure is used 
to calculate the risk weighted assets and the capital requirements. 
 
Repo & Reverse Repo 
The regulatory exposure of the repo activity is calculated in the following manner: 
 

• All transactions are grouped per netting set. The collateral received under the netting set is deducted 
from the exposure.  

 

• Supervisory volatility adjustments are applied to non-cash securities received/posted under the repo 
transaction. These haircuts reflect the possible negative evolution of the securities exchanged 

 
On 31 December 2022, the regulatory exposure of the repo activity amounted to EUR 167 million; 

• of which EUR 103 million is caused by the difference between exposure and collateral received; 

• of which EUR 64 million is the result of the supervisory volatility adjustment applied to securities 
posted and received. 
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Derivatives 
The regulatory method to determine exposure at default for derivative counterparties includes the following 
steps: 
 

a) Transactions are grouped in ‘netting sets’, in which it is legally possible to net positive and negative 
market values, collateral received and collateral given. The outcome of this calculation is the net 
replacement cost, capped at zero in case of a negative sum; 

b) For each transaction a risk factor is determined, which reflects the possible negative evolution of 
the transaction value in case of counterparty default; 

c) (a) and (b) are added and are multiplied by the regulatory 1.4 alpha factor. The outcome of this 
calculation gives the exposure at default per counterparty. 

 
Furthermore, we split the exposure between exposure on bilateral counterparties and exposure on central 
clearing platform (CCP) for interest rate swaps which we access via clearing broker HSBC. In the course of 
2023, we expect to have ABN Amro as a second clearing broker. 
 
The aggregated results as of 31 December 2022 are displayed step by step below. 
 

a) The sum of all positive market values amounts to EUR 1,817 million. These positive market values 
amounts are neutralised by negative market values (EUR 23 million of negative market values). This 
neutralisation goes beyond purely accounting netting of off-balance sheet items based on legally 
enforceable netting rights. In total Crelan Group pledged EUR 21 million collateral and received 
EUR 1,370 million collateral. This leads to a net replacement cost of EUR 609 million. 

b) The sum of the risk factors amounts to EUR 160 million. To clarify: this is the regulatory prescribed 
calculation of a negative evolution of the derivatives portfolio at the simultaneous default by all 
counterparties in stressed market conditions. 

c)  After applying the regulatory alpha factor of 1.4, we arrive at a total exposure at default of EUR 
1,077 million in stressed market conditions and at the simultaneous default by all counterparties. 
Under stable conditions, this exposure still amounts to EUR 609 million. It is important to note 
that EUR 532 million in these figures stems from the high collateral requirements of the central 
counterparty LCH Clearnet. 

Crelan Group has very high standards regarding the quality of its counterparties and none of the derivatives 
is past due or impaired. 
 
Concentration Risk 
Crelan Group follows the regulatory requirements regarding the limitation of large exposures, where 
exposure to a group of affiliated counterparties may not exceed 25% of the eligible capital. Due to 
diversification of counterparties, the concentration risk at Crelan Group is very low: there are no exposures 
on connected client groups that exceed 10% of eligible capital.  
 
 

7.6. Market Risk 
 
For market risk, Crelan Group differentiates between the market risk that is related to the ‘trading book’ 
(accounting classification), and interest rate risk related to the ‘banking book’. The trading book includes all 
financial instruments that are used in the context of specific trading activities. Crelan Group does not carry 
out any trading activities for its own account. The financial instruments falling under the ‘trading book’ 
accounting classification consist of the handling of secondary customer orders for Forex, the Eurobond 
and the Structured Notes activity. The banking book includes all other financial instruments that do not 
belong to the trading book. These mainly concern the bank's retail business. 
 
  
7.6.1. Interest Rate Risk Banking Book 
 
Interest rate risk in the banking book is defined as the risk of a decrease in economic value or net interest 
income of the banking book because of changes in interest rates and spreads. 
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Interest rate risk at Crelan Group arises mainly from the following products/activities: 
 

• As a primarily retail bank, Crelan Group attracts retail deposits (mainly saving and sight accounts) 
and grants retail loans (mainly mortgage loans); the former typically with shorter maturities than the 
latter. The mismatch in maturities of those products gives rise to interest rate risk; more specifically 
yield curve risk. 

 

• The bulk of Crelan Group’s retail deposits are non-maturing with rates, although discretionary by 
nature, linked indirectly to market rates because of a strongly competitive banking environment. 
Furthermore, saving accounts in Belgium benefit from a legal floored rate of 11 bps. These features 
are captured in dedicated models which are incorporated in Crelan Group’s overall yield curve risk 
management but which, in turn, give rise to model risk.  

 

• Belgian mortgage loans, which constitute the largest share of Crelan Group’s retail loans, are 
predominantly fixed rate mortgage loans (80%) and the variable rate mortgage loans all have caps 
which create a partial interest rate hedge for the client. All mortgage loans feature a legal – for the 
customer rather inexpensive prepayment option. Over the past years, this feature translated into 
important prepayment waves. This prepayment risk is also captured in dedicated models which are 
incorporated in Crelan Group’s overall interest rate risk management. 

 

• Another specificity of the Belgian mortgage loans market is the fact that client rates of variable rate 
mortgage loans are indexed to OLO rates and legally capped. Those features create basis risk and 
option (cap) risk respectively.  

  
 
7.6.1.1. Interest Rate Risk Management 

7.6.1.1.1. Risk Policy, Limits Framework and Reporting 

 

Risk Framework 
Interest rate risk in the banking book is extensively covered in Crelan Group’s risk appetite framework: 
 

• Crelan Group’s most strategic risk appetite statements on solvency, earnings and value defined the 
buffer to be held above regulatory requirements in function of, amongst others, the sensitivity of 
Crelan Group’s net interest income. 

• The regulatory outlier tests are included as strategic risk appetite statements. 

• Dedicated functional risk appetite statements set limits on the EVE and NII sensitivity of Crelan 
Group’s banking book. 

• On top of the above limits, operational indicators are used to monitor all other subcomponents of 
interest rate risk (basis, option and spread risks). 

 
On top of this, Treasury activities included in Crelan Group’s banking book are also subject to sensitivities 
and VaR limits monitored daily. 
 
Risk Reporting 
Crelan Group’s main reporting on interest rate risk in the banking book is included in the monthly Balance 
Sheet Risk committee (BSRC) book and quarterly risk report. These reports include the following risk 
indicators: 

• Sensitivity of the economic value of the banking book to various rate scenarios: parallel shifts from 
-200bps to +300bps, steepening and flattening scenarios. 

• Sensitivity of the net interest income of the banking book to various rate scenarios: parallel shifts 
from -200bps to +300bps, steepening and flattening scenarios. 

• (Reverse cumulative) maturity and repricing gaps. 

• Regulatory economic value and net interest income sensitivity indicators. 

• 99.9% Value at Risk (VAR) analysis (in quarterly risk report).  
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• Dedicated indicators for cap risk, model risk, OLO basis risk and Euribor basis risk. 
 
This set of indicators provides the BSRC with a comprehensive view of all sub-components of IRRBB. 
They are produced by a dedicated IRRBB management tool managed in coordination between the ALM 
and Risk Management departments. 

7.6.1.1.2. Policies for Hedging and Risk Mitigation Techniques 

 
Crelan Group applies the following hedging policies to mitigate the interest rate risk in its banking book: 

• To keep the interest rate sensitivities within the regulatory and internal limits, the bank is actively 
managing a portfolio of derivatives within its banking book activities. Monthly production of retail 
assets and liabilities (including pipeline) is hedged systematically to keep Crelan Group’s exposure 
levels within the desired range. 

• Cap risk embedded in variable rate mortgage loans is hedged via an active purchasing policy of 
market caps and swaptions. 

• OLO basis risk embedded in variable rate mortgage loans is hedged via the maintenance of an OLO 
portfolio: declining OLO spreads generating lower revenues on mortgage loans are then 
compensated by capital gains on OLOs. 

Prepayment risk is managed via dedicated models (at Crelan and AXA Bank Belgium) including natural and 
rate-driven prepayments and a permanent adjustment of Crelan Group’s overall interest rate risk position 
to the desired level (delta hedging). The objective is to fully harmonize the prepayment models in 2023. 
 

7.6.1.1.3. Exposures to Interest Rate Risk in the Banking Book 

 
The banking book of Crelan Group including its subsidiaries mainly consists of retail loans and investments 
on the asset side, retail savings and deposits and non-retail long term funding including covered bonds and 
EMTNs on the liability side. 
The largest share of retail loans are Belgian mortgage loans, of which 80% have a fixed interest rate and 
20% have a floating interest rate. The interests of the variable rate mortgages are linked to the evolution of 
the OLO rates. The Belgian law imposes a cap on the variable interest rates of these loans. The following 
table lists the values for 2 internal indicators: the Bank SI (‘Solvency Indicator’) and the Bank NII (‘Net 
Interest Income’). 
The absolute Bank SI gives the impact of a parallel 1% rise in market interest rates on the economic value 
of the banking book. The relative Bank SI expresses this impact as a percentage of the regulatory capital. 
The Bank NII gives the impact of a parallel 10 basis points upward and downward shift in market interest 
rates on the interest result of the banking book. 
 

 
 
 
7.6.2. Market Risk Trading Book 
 
The market risk in Crelan Group’s trading book is the risk of loss arising from adverse movements in interest 
rates, market prices or exchange rate fluctuations of the trading book. Crelan Group has a low risk appetite 
for market risk and the trading risk is hence very limited. 
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7.6.2.1. Market Risk Management 

7.6.2.1.1. Risk Policy, Limits Framework and Reporting 

 
Crelan Group maintains a very conservative approach to market risk of its trading book. Market risk 
exposures are the object of a continuous follow-up. These exposures are compared to an overall economic 
capital limit covering all of Crelan Group’s market risks. This risk appetite limit is completed by different 
VaR and sensitivity limits. Alert triggering and escalation processes are also used by Crelan Group’s Risk 
Management department to ensure that the bank remains within its conservative risk appetite for market 
risk. 
 
To meet the Basel III minimum regulatory capital requirements, Crelan Group uses the Standardised 
Approach defined in Title IV of the CRD/CRR regulation to measure, monitor, report and manage its 
market risks. This approach measures the following components of market risks: 
 

• General interest rate risk 

• Specific interest rate risk 

• Foreign exchange risk 
 
The standardised approach for foreign exchange risk applies to all bank positions meaning positions from 
both AXA Bank Belgium’s trading and banking books. 
 

7.6.2.1.2. Policies for Hedging and Risk Mitigation Techniques 

 
The trading book is subject to materiality thresholds that have been introduced by the National Bank of 
Belgium (NBB) in 2015 in the framework of the new Belgian bank legislation. The ‘Non Risk-Based Ratio’ 
for AXA Bank Belgium, which is based purely on volume, is well below the threshold defined by the NBB. 
The ‘Risk-Based Ratio’, which reflects the underlying risks, is also remarkably lower for Crelan Group than 
the regulatory threshold. This can be explained by the limited market risk strategy for its trading book 
resulting in low Market Risk Weighted Assets.  
 
Furthermore, Crelan Group’s risk limit framework ensures that the VaR with a 99% confidence level and a 
holding period of 1 day does not exceed 0.25% of T1 capital as requested as well by the Belgian banking 
law. 
 

7.6.2.1.3. Exposures to Market Risk for the Trading Book 

 
Crelan Group’s market risk consists mainly of interest rate risk. In addition, the equity risk arising from the 
emission of Euro Medium Term Notes (EMTN) is low, since Crelan Group hedges this exposure in the 
financial markets. Furthermore, Crelan Group is not involved in any trading activities related to 
commodities. 
 
Crelan Group is also offering externally issued EMTNs towards retail clients. During the period of 
commercialization Crelan Group bears the full market risk as Front office agrees on a forward sale with the 
external issuer 6-8 weeks before the issuance of the note. Crelan Group currently calculates the VaR of the 
third party EMTN in a conservative way. As per end of December 2022 Crelan Group was not in the 
process of commercializing any of these types of EMTNs. 
 
The activities mentioned in the previous paragraph are closely monitored by the Risk Management 
department from Crelan Group within a very strict limit framework. The VaR limit for all activities related 
to the trading book is limited to EUR 5.8 million. The VaR with a confidence level of 99.5% and a time 
horizon of 10 days is calculated daily using a historical simulation of a two-year time series. The VaR for all 
trading book activities at the end of 2022 is equal to EUR 0.61 million and therefore well below the 
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predefined limit. Finally, this model is subject to the appropriate yearly back testing and validation by an 
external auditor to preserve the accuracy and relevance of the model. 
 
 
7.6.3. Currency Risk 
 
Currency risk is the risk that the fair value or future cash flows of a financial instrument fluctuate due to 
changes in exchange rates. Crelan Group operates a policy to minimise exposure to currency risk. Any 
material residual positions are hedged systematically. As a result, Crelan Group had no requirement for FX 
risk in 2022 as its net FX position never exceeded 2% of its equity. 
 
 

7.7. Operational Risk 
 
Crelan Group defines operational risk, as the risk of loss resulting from inadequate or failed internal 
processes, or from employees or systems. The failure or inadequacy may result from both internal and 
external causes. 
 
In the Basel framework, operational risk is divided into 7 categories: 
 

i. Internal Fraud: fraudulent financial reporting, improper of fraudulent financial activity as well as 
misappropriation of assets and other internal frauds  

ii. External Fraud: theft and fraud as well as information system fraud  
iii. Employment Practices and Workplace Safety: employee relations, diversity and discrimination, 

safe environment, loss of key staff and talent management 
iv. Clients, Products and Business Practices: suitability, disclosure and fiduciary, improper business 

or market practices, incl. advisory activities, breach of regulation and legislation, unauthorized 
activity, product flaws 

v. Damage to Physical Assets: natural disasters, vandalism, terrorism, etc. 
vi. Business Disruption and Systems Failures: system disruptions and breach of information 

security 
vii. Execution, Delivery and Process Management: data entry errors, accounting errors, failed 

mandatory reporting, negligent loss of client assets, etc. 
 
For Crelan Group, the definition of Operational Risk also includes Compliance Risk; which is defined as 
the risk of loss resulting from the failure of an institution to adopt appropriate policies, procedures or 
controls, to comply with its legal obligation arising from laws, regulations, or any other type of binding 
contracts. 
 
For Crelan Group, the definition of Operational Risk excludes Reputation Risk and Strategic Risk. However, 
when assessing the impacts of operational risks, the potential damages to Crelan’s reputation are considered 
by a qualitative indicator while major damages are followed by the Executive Committee. 
 
 
7.7.1. Operational Risk Management 
 
7.7.1.1. Risk Policy, Limit Framework and Reporting 

 

For the regulatory capital Crelan Group applies The Standardised Approach (TSA) (i.e. equals the average 
of the own fund requirements (OFR) across all business lines over the last 3 annual exercises whereas the 
OFR is the result of the multiplication of the Net Banking Product per Business Line with the Beta-
coefficient of the Business Line.) and is only updated at the end of each year. 
Europabank applies The Business Indicator Approach (BIA). 
 
For its economic capital, Crelan Group has calculated 3 scenarios for Cyber and infrastructure risks (for 
Crelan & AXA Bank) in 2022. 
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Crelan Group installed a dedicated Committee (level Executive Committee), the Audit Risk & Compliance 
Committee (ARCC), to steer audit, operational, information & security and compliance risks. 
 
The risk & compliance teams work continuously on ‘risk awareness’ within the entire organisation (by 
organising training courses for the different business lines, participating in major projects and product 
launches, by establishing a network of risk correspondents.). Focus point for 2022 were the integration of 
the teams, methodology, policies, processes and tooling. 
A company-wide ‘High level Risk Self-Assessment exercise’ (a top-down Risk Self-Assessment) was applied 
to. A roadmap to build up the Internal Control Framework of Crelan processes and systems is built up, 
aiming to define the Key Risks per macroprocess and the mitigating Controls. 
 
To guide these activities an ORM Charter is in place as well as an Internal Control Charter and Handbook. 
In the ORM-Charter, the risk appetite framework is incorporated, in which the playing field for operational 
risk in Crelan’s processes is defined and monitored. 
Crelan Group uses for Crelan & AXA Bank a GRC-tool combining all ORM-activities (Loss data collection, 
Risk identification & assessment, Control identification, assessment & testing, Action Plans) and can 
leverage on the reporting and integrated view capabilities within the application. 
 
The focus for 2023 will be on detecting and preventing fraud and cyber risks (hacking, phishing and 
cyber/virus-attacks), regulatory risks (related to MIFID, AML, ...), people risk (key employee exposure, 
pandemic, …) and the integration & migration plan. 
 
 
7.7.1.2. Policies for Hedging and Risk Mitigation Techniques 

 
Mitigating actions are defined for our most important operational risks. Different options are possible: 
 

• Transfer the risk (e.g.: insurance contract establishments for fire incidents, cyber incidents and agent 
fraud). 

 

• Action plans to strengthen the process and to reduce the risk to a lower/acceptable level. These 
action plans are defined by the business, challenged and monitored by the 2nd line Risk teams and 
reported quarterly to Management.  

 
Crelan Group is monitoring its operational risk by means of an operational, information and compliance 
risk dashboard in which key risk indicators (KRI’s) are measured on a quarterly basis. The dashboards are 
presented to the ARCC each quarter and are in line with the boundaries set in the risk appetite framework 
for operational risk.  
 
The Operational Risk and Internal Control team performs 2nd line monitoring and testing of the key 
controls, covering the main risks in the processes and systems. Note that for AXA Bank Belgium, all 
processes were reviewed and controls structurally documented and tested. For Crelan the existing setup is 
to be tuned and extended. 
 
 
7.7.1.3. Security Risks 

 
Crelan Group defines security risk as a potential threat or vulnerability that could compromise the Crelan 
Group’s operations, assets, or reputation. 
 
The Security and Privacy team is led by the CSO (Director Security) and is part of the 2nd line of defence. 
The CSO reports to the CRO.  
 
The Security and Privacy team, i.e. responsible for security risk, is divided into 3 divisions:  

1. Governance Risk & Compliance & Operational;  
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2. Technical & Physical Security; 
3. DPO Office (Privacy) – with a direct line to the CRO. 

 
Security Risk Management activities are centralized in the Governance Risk and Compliance team, 
performed by the Security Risk Expert. The Security Risk Expert is responsible for overall security risk 
management coordination throughout the Security and Privacy team.  
 
The mission of Security Risk Management to identify, assess, and manage the bank's risk exposures in a 
manner that supports the achievement of its strategic objectives while protecting the bank's reputation and 
franchise. We will do this by providing independent and objective risk management advice, developing, and 
implementing effective risk management policies, procedures, and controls and by continuously monitoring 
and reporting on the bank's risk profile. 
 
The roles and responsibilities include, but are not limited to:  

• Identifying potential security risks to the organization's assets, including physical assets, intellectual 
property, and sensitive information. 

• Assessing the likelihood and impact of identified risks. 

• Include all identified security risks in the risk register 

• Prioritizing risks based on the likelihood and impact of the potential threat. 

• Developing and implementing a risk management plan that includes measures to mitigate or 
eliminate the identified risks. 

• Monitoring and reviewing the effectiveness of the risk management plan and making changes as 
needed. 

• Communicating with management and other stakeholders about the status of security risks and the 
effectiveness of risk management measures. 

• The Security Risk Management team is responsible for implementing the risk management plan and 
monitoring its effectiveness, but it may also involve other departments and employees in risk 
identification, assessment, and mitigation. 

 
The governance framework that drives Security Risk Management: 
 

 
 
Furthermore, ‘security risk awareness’ is continuously highlighted within the entire organisation. End of 
2022, a new phishing simulation and security e- learning tool was launched to continuously train internal 
and external staff on security practices. To guide internal and external staff, the focus in 2023 will be to 
further merge the different security policies and procedures into one and to establish a new general security 
risk reporting on different levels based on a brand new risk register.  
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In collaboration with Operational Risk and in order to increase (security) risk awareness within Crelan 
Group, a company-wide ‘High level Risk Self-Assessment exercise’ (a top-down Risk Self Assessment) is 
conducted on a yearly basis. 
Security Risk Management uses the risk appetite framework as incorporated by Operational Risk in their 
ORM Charter. 
 
In 2023, the security team will continue to develop the new security control framework which will help to 
further comply with industry standards, regulations and improve the security posture of Crelan Group. The 
security team communicates regularly with management and other stakeholders about the status of risks 
and the effectiveness of the controls 
 
Crelan Group conducts regular assessments on its security posture. These assessments are conducted by 
independent teams who review the bank's ISMS policies and procedures, assess the effectiveness of controls, 
and ensure compliance with used standards and regulations. This process helps identify vulnerabilities, areas 
for improvement and demonstrates to customers and supervisors that Crelan Group takes security seriously, 
and it's an important aspect of the overall security strategy. It helps the bank to be aware of current threats 
and adjust the security measures accordingly.  
 
 
7.7.1.4. Compliance Risks 

 

Compliance risk represents the risk that an institution and/or its employees will be sanctioned at the judicial, 
administrative, or regulatory level due to non-compliance with the rules of integrity and legal and regulatory 
conduct, with the consequence, loss of reputation and possible financial harm. This loss of reputation may 
also be the consequence of non-compliance with the internal policy in this area, and with its own values and 
rules of conduct in terms of the integrity of the institution’s activities. A loss of reputation can undermine 
the credibility of the institution and its employees. Credibility represents the fundamental element to be able 
to be active in the financial sector. 
 
The risks of “compliance” can be multiple:  

• damage to reputation, which tarnishes the image of Crelan,  

• negative publicity that damages customer confidence,  

• legal sanctions, including against natural persons whose liability would be called into question,  

• the administrative penalty, which may lead to limitations or withdrawals of approvals or licenses,  

• the financial loss that the Bank may incur as a result of non-compliance with applicable banking 
laws, external regulations issued by the supervisory authorities (NBB/FSMA) as well as codes of 
conduct or standards of good practice applicable to the banking sector.  

 
Compliance risk management at Crelan Group is based on a general integrity policy, a Compliance charter, 
policies regarding the Compliance domains and a whistleblowing policy. These documents are reviewed on 
a regular basis to take into account the constant evolution of the regulatory framework and due to changes 
observed in public opinion. 
 
The organization and operation of the Compliance department are as follows:  
 
Compliance Officer (CO) who coordinates and supervises the Compliance function. The CO therefore 
assumes overall responsibility for the compliance of Crelan and its subsidiaries and ensures the execution 
of the integrity policy.  
 
A team of several Compliance advisers and collaborators, with a certain specialization in particular:  

• A group, mainly in charge of recurring activities related to the prevention of money laundering and 
terrorist financing (AML/CFT).  

• A team dedicated to formulating opinions and carrying out more specific or ad hoc analyses and 
which also deals with other sub-areas such as MiFID, investor and consumer protection, etc. 

• A group dedicated to monitoring activities. 
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Compliance Correspondents within several departments of the bank where they exercise their main 
function.  
 
The operation of this structure is detailed in the yearly Compliance Report.  
 
The Compliance Department intervenes in several key activities of the bank using policies, procedures and 
second line controls. As there are: the prevention of money laundering and terrorist financing, including in 
the field of granting and managing credits, sanctions and embargoes, compliance with legal and regulatory 
requirements regarding MiFID, market abuse, the conflicts of interests, product governance etc. … 
 
Crelan Group has an overall framework (policies & procedures, training, controls) in place to ensure that it 
is in compliance with all material requirements of the Financial Services and Markets Authority (FSMA) and 
the National Bank of Belgium (NBB), and any other domestic or foreign regulators. There are however 
certain specific points on which regulators have asked for remediation both in MiFID and AML domains. 
Crelan has started remediation plans for which implementation is ongoing throughout a wide range of 
actions. Main issues are related to: 

• Management of potential conflicts of interest in the remuneration of tied agents; 

• AML transaction screening procedures; 

• Sales tool for invest products. 
A file was opened by the FSMA Auditor in June 2019 following a MiFID I inspection in AXA Bank Belgium 
in 2017. After some iterations between the bank and the auditor, an amicable settlement was reached for € 
500,000 and a publication on the FSMA website. This was done on 31/05/2022. Pursuant to the 2017 
inspection, AXA Bank Belgium has adapted and strengthened its arrangements, systems and procedures 
relating to the adequacy of the service provided, internal control, data archiving and product governance. 
 
 

7.8. Other Risks 
 
7.8.1. Politica land regulatory Risk 
 
Geopolitical risks are risks associated with conflicts between countries. These conflicts can range from 
sanctions and protectionist measures to outright wars and terrorist attacks. 
 
The most important geopolitical risk at the moment is the war in Ukraine. This war will affect the quality of 
the loan portfolio, given inflation and the rise in energy prices since the end of 2021. Households will be 
affected, but so will companies with limited repayment capacity. Crelan also has significant exposure to 
agriculture, where some sectors face both high volatility in market sales prices and rising energy prices (e.g. 
pigs and greenhouse horticulture). 
 
It is currently difficult to assess the potential financial impact on the bank; this will depend on the 
development of the geopolitical situation, but so far there are no signs of portfolio deterioration. Social 
measures in Belgium also protect borrowers, such as automatic wage indexation or social energy tariffs.  
 
So far, Crelan sees no signs of deterioration in the quality of its borrowers or their ability to repay. In case 
of future difficulties, the bank will take measures to support its customers in line with risk management 
procedures and rules. 
 
For intensive agricultural sectors that are highly energy-dependent (e.g. pig and horticulture), conservative 
lending guidelines apply. Exposure to these sectors represents a limited portion of the portfolio, given the 
applicable sector lending limits, and is concentrated on a small number of counterparties which the bank 
knows well and which are regularly reviewed by the committee. The bank has also set up a collective 
provision of EUR 12 million to cover uncertainties related to this sector.  
 
Apart from the secondary impact of the conflict on the Group's loan portfolio, the Group does not currently 
experience any other material impact on other risks.  
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Crelan has a number of mitigating measures in place to deal with this risk. Crelan is closely monitoring the 
situation and regularly reports to internal committees and the supervisor on the impact of the crisis on the 
credit portfolio. There is also an evaluation of provisions linked to the development of risks. At the end of 
2022 Crelan has increased the management overlay with EUR 3.3 million compared to 2021 (total amounts 
to EUR 23.6 million). 
 
 
7.8.2. Model Risk 
 
Model risk relates to the risk of decisions and calculations being related to the erroneous development, 
implementation and/or wrong usage of models. The Group is exposed to risks of losses or potential for 
adverse consequences arising from decisions based on incorrect or misused model outputs and model 
reports. 
 
 
7.8.3. ESG Risk 
 
The general risk management process of risk identification, assessment & measurement, treatment and 
reporting is also applied to ESG risks. 
Crelan Group’s risk identification is performed at least once a year with the review of the bank’s risk 
taxonomy, which includes ESG risk. Note that ESG risk is considered a risk driver affecting other risks in 
the risk taxonomy. The figure below illustrates how ESG risks may drive other (financial) risks through 
economic transmission channels. 
 

 
 
In line with the EBA definition11 , the bank has defined ESG risks as the risks of any negative financial 
impact on the institution stemming from the current or prospective impacts of Climate & Environmental 
(C&E), Social and/or Governance factors on its counterparties, invested assets or own assets & operations. 
 

Note that for risk management purposes, C&E, Social and Governance risks are considered separately in 
risk assessments and mitigation action plans, with currently an increased focus on the C&E pillar. 
Furthermore, C&E risks have been subdivided into physical and transition risks. 
 
Physical risks are the risks of any negative financial impact on the institution stemming from the current or 
prospective impacts of a changing climate on its counterparties, invested assets or own assets & operations. 
This includes more frequent extreme weather events (acute physical risks), gradual changes in climate 
(chronic physical risks) and environmental degradation. 

 
11 Refer to paragraph 38 (page 28) of the following EBA report: EBA discussion paper ESG risks 
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Transition risks refer to the institution’s financial loss that can result, directly or indirectly, from the process 
of adjustment towards a lower-carbon and more environmentally sustainable economy on its counterparties, 
invested assets or own assets/operations. Transition risks can be subdivided into policy & regulation risks, 
technology risks and market sentiment & demand risks. 
 
Following the yearly review of the bank’s risk taxonomy, a risk assessment takes place to determine the 
materiality of identified risks. As part of this process, an ESG risk materiality assessment is carried out based 
on expert judgement.  
 
For this exercise, Risk Management develops a number of plausible C&E risk scenarios for financial risks 
which are then discussed within the respective risk teams. Separate sessions are organized per financial risk 
(credit, market and liquidity risk). The same exercise is carried out by Operational Risk Management for 
operational risks. 
 
The materiality assessment considers two axes, namely likelihood (low, medium, high, very high) and 
financial impact (low, medium, high, very high) over the short (0 to 3 years), medium (4 to 10 years) and 
long-term (beyond 10 years). Where applicable, ongoing actions & existing processes are considered in these 
discussions as risk mitigants. 
 

 
 
The 2022 exercise has been performed mainly in a qualitative manner but towards the future more 
quantitative data will become available to support the assessment process.  
 
Today, Crelan’s stakeholders, including the supervisor, have increased the focus on the C&E pillar of ESG 
(e.g. in the context of the EU Green Deal). Hence, as mentioned above, the risk identification and 
assessment exercise of 2022 focused on C&E risks.  
 
As a financial institution, Crelan Group considers itself materially exposed to C&E risks. In the short and 
medium-term, it is expected that the main impact on the bank will stem from transition risks. More 
specifically, the Group believes that transition risks could have a significant impact on its retail credit 
portfolio and its fundraising capacities. Below, a short overview is provided of the key C&E risks identified 
as part of the 2022 risk identification & assessment exercise.  
 
Credit risk 
The majority of the loans to customers balance consists of retail mortgage loans. Hence, the main C&E 
risks for the credit portfolio, are: 
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Retail mortgage loans - transition risks 
Energy inefficient housing may become a less attractive investment in the medium and long-term, given the 
high energy costs associated with such properties. Hence, collaterals with poor energy efficiency values may 
decrease in value, affecting Loss Given Default (LGD) values. Furthermore, customers with energy 
inefficient houses may experience increasing difficulty to pay back loans as a larger portion of their income 
is dedicated to paying energy bills, decreasing their Capacity To Pay (CTP) and increasing their Probability 
of Default (PD). The risk related to volatile energy prices is expected to be most pertinent in the short-term. 
 
Professional loans - transition risks 
The main risks relate to regulatory initiatives in the medium and long-term (such as a carbon tax) affecting 
carbon-intensive sectors, which will impact their cost of doing business and hence affect their CTP and PD 
if they have taken out a loan with the bank. For instance, regulation related to nitrogen emissions may impact 
the costs related to livestock farming and increase the credit risks in this segment. Additionally, soaring 
energy costs in the short-term may also affect their CTP and PD. 
 
Retail mortgage loans - physical risks 
The main risks relate to the damage that may be caused by severe flooding to the property for which a loan 
was taken out. Owners may need to use their savings to fund repairs, hence affecting their CTP and PD (at 
least temporarily). Additionally, collateral values may (temporarily) be affected by the damage caused, 
affecting LGD values. While the financial impact of such a flooding scenario is expected to be similar across 
different timeframes, the likelihood may increase over time. 
Note that flood damage is normally covered by fire insurance in Belgium. This type of insurance is 
mandatory and hence can be considered a risk mitigant. 
 
Professional loans - physical risks 
The main risks relate to the damage that may be caused by severe flooding to company property/operations. 
They may not have savings in place to cushion the financial damage caused, hence impacting their CTP and 
PD if they have taken out a loan with the bank. While the financial impact of such a flooding scenario is 
expected to be similar across different timeframes, the likelihood may increase over time. 
Note that a severe drought scenario was also considered in this year’s C&E risk materiality assessment 
exercise in light of the bank’s exposure to the agricultural sector. However, the bank notes that its 
agricultural exposures have shown resilience in light of droughts in the past (FY18, FY19, FY20 & FY22) 
and counterparties have in most cases made the necessary investments to adapt to the increasing frequency 
of droughts (e.g., through the re-use of water). Hence, this risk is not considered material at the moment. 
 
Operational risk 
The main C&E risk is related to compliance with ESG regulations. A significant portion of this regulation 
relates to standardized reporting on C&E topics. In order to be able to meet these reporting obligations, 
identifying & remediating C&E data gaps is crucial. This risk is considered material across all timeframes. 
While the likelihood of breaches will decrease over time as more data becomes available and proxy 
methodologies improve, the financial impact remains significant if a breach were to occur. 
Another risk, mainly in the short-term, is greenwashing risk at key vendors given the complexity of ESG 
regulations and a competitive push for green products. Finally, the reputation risks associated with the 
bank’s activities in the agricultural sector have also been assessed. In particular, their impact on the bank’s 
ability to attract and retain talent in the medium and long-term. 
 
Liquidity risk 
The group currently does not have a green bond framework in place in order to raise green funding, which 
can be an important risk, already in the short-term. The bank notes that investor preferences for green 
bonds (in particular non-covered bonds) compared to traditional issuances are already more pertinent in the 
market today.  
 
The impact of flood risk on client drawdowns is also considered a relevant risk across all timeframes. While 
the likelihood is considered low in the short-term, financial impact is expected to be very high, in particular 
if government and insurance support cannot keep up (which is more likely in an extreme scenario where a 
more significant portion of the country is flooded).  
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Market risk 
The bank does not carry out any trading activities for its own account. The main C&E risks for the bank 
relate to the transition risks in the investment portfolio. These risks are expected to be most pertinent over 
the medium and long-term horizon. 
 
The investment portfolio mainly consists of government bonds, which are concentrated at the moment in 
5 EU countries (Belgium, Austria, France, the Netherlands and Finland).  
 
All known identified material risks must be evaluated and mitigated by adequate mitigation techniques 
and/or processes. To ensure that C&E risks are adequately embedded in the overall business strategy and 
risk management framework of the bank, C&E risks have been incorporated in the bank’s Quarterly Risk 
Report (QRR) framework and quarterly Risk Presentation (RP).  
 
The RP summarizes significant events of the quarter and can be considered as the executive summary of 
the QRR. The reports described above are presented on a quarterly basis to the Board of Directors (BoD), 
Executive Committee (ExCo) and Risk Committee (RC), which will take action based on the outcome of 
the discussions held. Note that the ECB is also informed of the outcome of the QRR. The different climate 
risks are monitored and evaluated in the different governance bodies applicable in the Crelan entity. 
 
 
7.8.4. Pension Risk 
 
The Group defines pension risk as the risk of facing additional contributions to pension schemes owned by 
the Group and risk of variation in IAS19 results, and subsequently in solvency. Should the Group need to 
make significant additional contributions, this could have an adverse effect on the financial position of the 
Group. 
 
 
7.8.5. Business Risk 
 
Business risk is the Risk arising from a bank’s long-term business strategy. It deals with the bank not being 
able to keep up with the assumed balance sheet, which implies uncertainty in profits or danger of loss. 
Business risk can also arise from the bank choosing the wrong strategy. Business risk is identified, measured 
and mitigated through capital and processes (ECAP + stress testing scenarios). The ECAP scenario starts 
from the central strategic plan scenario and assumes stress on the mortgage production volumes and the 
margins over a 3-year period (adverse scenario). The business risk scenario is updated assuming lower 
margins (lower P&L) as well as higher production levels (higher RWA). 
 
 
7.8.6. Settlement Risk 
 
Settlement risk is the risk that arises when payments are not exchanged simultaneously. The simplest case 
is when a bank makes a payment to a counterparty but will not be compensated simultaneously. The risk is 
that the counterparty may default before making the compensating payment or delivery of the financial 
instrument. 
 
This risk can theoretically appear in several areas at Crelan Group: in wholesale risk transactions (derivatives 
transactions, foreign exchange transactions and bonds transactions) and in retail risk transactions. The risk 
is considered immaterial by Crelan Group. 
 
 
7.8.7. Securitisation Risk 
 
Securitisation risk is the risk related to the setting up of securitisation transactions such as correct regulatory 
reporting, understanding and measuring of transfer of credit risk, stress testing, etc. Securitisation risk is 
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applicable as from 2021 since AXA Bank Belgium set up a synthetic securitisation transaction. As Crelan 
Group calculates regulatory capital requirements based on the SEC-IRBA approach, the risk is mitigated 
via capital and processes. 
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8. Statement of the most important used measurement bases for financial 
reporting  

 

8.1. General 
 
The following measurement rules apply to the Crelan Group (hereinafter referred to as "Crelan", the 
"Group" or the "Crelan Group"). These measurement rules are based on the International Financial 
Reporting Standards (IFRS) as on 31 December 2022 as approved by the European Union. Bases for 
financial reporting that are not specifically stated further agree with the IFRS standards as accepted within 
the European Union. 
 
 

8.2. Consolidation 
 
An investor has control over a participating interest when it is exposed to or is entitled to variable returns 
due to its connection with the participating interest and has the assets to influence this revenue because of 
the power it has. 
 
In deviation from this principle, the Group has decided not to include integrally specific subsidiaries in 
relation to the application of the IFRS Consolidated Financial Statements based on the relevant and 
intangibility principle.  
 
Within this context, a subsidiary whose balance sheet total was lower than 0.15% of the balance sheet total 
of the Crelan Group in the previous accounting period is regarded as intangible and is not included any 
more as such in the consolidation scope except when the Board of Directors should take a different decision. 
This is included on the balance sheet in a separate line ‘Investments in associated businesses, subsidiaries 
and joint ventures’. 
 
When the consolidated financial statements are drawn up, the Crelan Group integrates the individual 
financial statements of all entities to be consolidated per item by adding comparable elements of assets, 
liabilities, equity, benefits and charges. 
 
The following steps are followed so that the consolidated financial statements of the Group shows 
information as it concerned the financial statements of a separate economic entity: 
 

• The book value of the participation in each subsidiary and the share in the equity of each subsidiary 
are completely eliminated; 

• Balance sheet positions and gains and losses that arise from transactions within the Group 
(including income, expenses and dividends) are completely eliminated; 

• The temporary differences that arise from the elimination of gains and losses on transactions within 
the Group are subject to IAS 12, Income taxes. 

 
 

8.3. Inclusion on the balance sheet 
  
8.3.1. Including/no longer including on the balance sheet 
 
Financial assets and liabilities are included on the balance sheet when the Group is impacted by the 
contractual provisions of the instrument.  
 
Financial assets are no longer included on the balance sheet when the contractual rights on the cash flows 
thereof no longer apply or the Group transfers the contractual rights on the cash flows and therefore all 
risks and benefits linked to the immovable property are transferred. 
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This is the case at the Crelan Group for all loans that reach their maturity date and that are fully repaid 
before the maturity date. Each difference between the book value and the received amount is included in 
the profit and loss account. 
 
Financial assets are regarded as having been ‘adjusted’ if the contractual cash flows are renegotiated or are 
changed otherwise except if those financial assets are no longer included on the balance sheet or when they 
are reassessed periodically (financial assets with a floating interest rate). In that case, the gross book value 
of the financial asset must be reassessed (cash value of the adjusted contractual cash flows discounted based 
on the original effective interest rate) and the difference (amended gains or loss) must be included in the 
profit and loss account. 
 
Financial liabilities are no longer included when the contractual liabilities are being complied with or 
terminated and/or they have matured. 
 
A substantial amendment of the conditions of an existing financial liability or a part thereof will be processed 
from an accounting perspective as the termination of the original financial liability and the inclusion of a 
new financial liability. An adjustment of more than 10% of the current value where the adjusted cash flows 
were discounted based on the original effective interest rate is considered as a ‘substantial’ adjustment.  
 
Any incurred costs or achieved benefits are included as part of the profit or loss with regard to the 
termination.  
 
 
8.3.2. Transaction date and settlement date 
 
All financial liabilities of the Crelan Group are always included on the settlement date on the balance sheet 
with the exception of liabilities with regard to derivatives that are included on the transaction date. 
 
All items bought and sold in relation to financial assets that must be settled within the terms that have been 
determined by regulations or a market agreement are included on the balance sheet on the settlement date: 
the date when an asset is supplied to or by the Crelan Group. Assets with regard to derivatives are included 
on the transaction date. 
 

 
8.4. Financial assets 
 
The Crelan Group assess financial assets based on the rules defined in the IFRS 9 standard.  
The classification depends on the following elements: 
 

• The business model 

• The characteristics of the contractual cash flows of the financial asset 

• Specific rules 
 
 
8.4.1. Business model 
 
The first step in in the classification process is determining the business model in which the asset is bought. 
The following business models are distinguished: 
 

• Hold to collect: the business model focuses on receiving contractual cash flows 

• Hold to collect and sell: the objective of the business model is to receive contractual cash flows and 
sell financial assets 

• Other business models (including Trading) 
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8.4.2. Contractual cash flows from financial assets 
 
In relation to the contractual cash flows, an assessment is made to determine whether the cash flows are 
only related to repayments and interest payments in relation to the outstanding principal sum: the term 
"solely payments of principal and interest" (SPPI) is used. 
 
 
8.4.3. Specific rules 
 

• The Group may, in the first instance, decide to process the value fluctuations that are normally 
processed through gains or losses when acquiring the entity’s own equity instruments via OCI 
(revaluation surplus directly in the equity). This choice is irrevocable. 

• In relation to the first inclusion and this being irrevocable, the Group may decide to assess an asset 
for its fair value with value fluctuations in gains or losses if such a choice should eliminate an 
accounting asymmetry or should considerably reduce this ("fair value option"). 

 
 
8.4.4. Classifications 
 
The table below provides an overview of the various classifications that may apply: 
 

 
 
Based on the aforementioned classification, the following sections are identified on the balance sheet: 
 
 

8.4.4.1. Financial assets held for commercial purposes 

 
This category is measured at fair value with value fluctuations through the profit and loss account. A priori, 
Crelan is not involved in trading activities. Derivatives regarding which no effective hedging relationship 
can be defined in accordance with the IFRS rules are included in these category. 
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8.4.4.2. Non-trading financial assets mandatorily at fair value through profit or loss 

 
This category is measured at fair value using valuation changes through the statement of profit and loss. 
Debt certificates that have failed the SPPI test are classified in this category. 
 
 

8.4.4.3. Financial assets designated at fair value through profit or loss 

 
This category is measured at fair value using valuation changes through the statement of profit and loss. 
This comprises the securities regarding which Crelan would choose for their measurement at fair value with 
value fluctuations through the profit and loss account. 
 
 

8.4.4.4. Financial assets at fair value through other comprehensive income 

 
This category is measured at fair value with value fluctuations through OCI. The entity’s own equity 
instruments are, on the one hand, classified where Crelan has decided to assess them at fair value with value 
fluctuations through other comprehensive income elements in this category because they are durable long-
term interests. On the other hand, part of the bond portfolio is also included here that is held for liquidity 
goals, balance sheet management and optimisation of the risk versus the revenue. This therefore concerns 
bonds and debentures in the ‘Hold to collect and sell’ model. 
 
The fluctuations in fair value of derivatives that are a part of qualified cash flow hedges are also included in 
the other elements of the total result (OCI). 
 
 

8.4.4.5. Financial assets at amortised cost 

 
The credit portfolio as well as the debt certificates in accordance with the hold to collect management model 
that have passed the SPPI test fall under this category. 
 
 

8.4.4.6. Reclassifications 

 
Financial assets can only be reclassified if the Crelan Group should change its business model for the 
management of the financial assets. Future changes to a business model may only occur very sporadically 
and must arise from tangible external or internal changes to the activities of the Crelan Group that are visible 
to external parties. Each change to a business model must be approved by the internal bodies competent 
for this and must be confirmed by the Board of Directors. After a change to the business model, the Crelan 
Group will not carry out any activities any more based on the old business model. 
 
Reclassifications are only implemented prospectively without this changing earlier authorised gains, losses 
or interests: 
 

• Reclassification of amortised cost at fair value with processing of value adjustments in profit or 
loss: each profit or loss from the difference between the previous amortised cost and the fair value 
is included as profit or loss. 

• Reclassification of the fair value including the processing of value adjustments in profit or loss at 
amortised cost: the fair value is the new gross book value in relation to reclassification. 

• Reclassification of amortised cost at fair value including the processing of value adjustments in the 
other elements of the total result (OCI): each profit or loss from the difference between the 
previous amortised cost and fair value is included in the other elements of the total result (OCI). 

• Reclassification of the fair value including the processing of value adjustments in the other elements 
of the total result (OCI) at amortised cost: the financial asset is reclassified at fair value on the 
reclassification date. In addition, the accumulated profit or loss in other elements of the total result 
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(OCI) is taken from the equity and adjusted based on the fair value of the financial asset on the 
reclassification date. 

• Reclassification of the fair value including the processing of value adjustments in profit or loss at 
fair value including the processing of value adjustments in the other elements of the total result 
(OCI): the financial asset continues to be measured at fair value. 

• Reclassification of the fair value including the processing of value adjustments in the other elements 
of the total result (OCI) at fair value including the processing of value adjustments in profit or loss: 
the financial asset continues to be measured at fair value and the accumulated profit or loss in the 
other elements of the total result (OCI) is reclassified from equity to profit or loss. 

 
 
8.4.5. Impairment 
 
Special impairment with regard to financial assets at amortised cost are determined based on an internal 
model that calculates the expected loss. Financial assets have been subdivided into 3 stages in accordance 
with IFRS 9: 

• Stage 1: this category comprises assets that have not experienced a significant increase of the credit 
risk since the asset was included on the balance sheet. For these assets, a special impairment loss is 
calculated based on the expected loss over a time horizon of 1 year.  

• Stage 2: This category comprises assets that have experienced a considerable increase of the credit 
risk since the asset was included on the balance sheet. For these assets, a special impairment loss is 
calculated based on the expected loss over a time horizon of the full maturity of the asset. 

• Stage 3: this category comprises assets that are in default/non-performing. 
 
The Crelan Group uses 3 year future-focused information. The macroeconomic parameters that are used 
within this context or the provisions in accordance with IFRS 9 (Stage 1 + 2) are the following: 
 

• The GDP growth in Belgium (3 year forecast); 

• The unemployment percentage in Belgium (3 year forecast); 

• The evolution of property prices in Belgium (30 year forecast). 
 
Three scenarios are used for each parameter12: 
 

• A basic scenario;  

• A positive scenario; 

• A negative scenario. 
 
Low credit risk 
 
The Crelan Group deems the credit risk of a financial instrument as being low if the financial instrument: 
 

• Has a low risk in relation to non-payment. 

• The borrower has a high capacity to meet his/her cash liabilities in the near future while taking the 
adjustments in the economic and business conditions that the possibility of the borrower to meet 
his/her loan liabilities could decrease into account. 

 
As a consequence, non-retail exposures that are measured at fair value including the processing of value 
adjustments in the other elements of the total result (OCI) and that are classified based on "investment 
grade" (BBB and higher) are included on the date of closing are included automatically in stage 1 (expected 
credit losses over a time horizon of 12 months) included. This is reduced to BB- and higher for government 
exposures. 

 
12 The weights that have been allocated to each of the scenarios as on 31 December 2021 are respectively (in order of 

specification) 55%, 15% and 30%. The higher weight that is allocated to the pessimistic scenario when compared to 
the optimistic scenario is a clear indication of the prudent risk policy that the Group has chosen. 
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8.4.5.1. Estimation of the credit risk 

 
To determine whether an asset is subject to a significant increase of the credit risk, a selection of parameters 
(they may vary depending on the asset, for example, the probability of default) or the evolution thereof may 
point to an increased credit risk. The presence of at least one of these parameters will then result in the stage 
transfer within the framework of IFRS 9. They are both quantitative and qualitative factors that may change 
as time passes. Payment arrears of 30 days are used as a backstop, which means when a considerable increase 
of the credit risk is assumed. 
 
The Crelan Group uses the "probability of default" as a criterion to determine whether there is a significant 
increase of the credit risk in the retail portfolio. The Crelan Group transfers, within this context, all financial 
instruments of which the "probability of default" over more than 12 months between the first inclusion and 
the reporting date has risen by a relative amount and up to a maximum. Additional triggers are: 
 

• Negative reporting in the Central Individual Credit Register 

• Allocation of forbearance 

• An individual monitoring list (‘credit monitoring list) of customers where, for example, an 
individual score that is allocated to each customer, a regular analysis of customers with a circulation 
of > EUR 1 million and the aforementioned forbearance are taken into account. 

 
In the non-retail portfolio, a significant increase of the credit risk is determined based on the rating of the 
financial instruments, namely, a decrease by a minimum number of notches since the purchase date and up 
to a specific absolute level (usually below "investment grade"). 
 
 

8.4.5.2. Determination of the impairment 

 
The special impairment itself is determined as the expected future loss on the cash flows of assets. In 
practice, this is calculated for the assets of Stages 1 and 2 as a product of the probability of default (PD), 
loss given default (LGD) and exposure at default (EAD): 
 
PD: the probability of non-payment within a specific time horizon. 
EAD: the expected exposure when non-payment occurs (non-retail: gross exposure). 
LGD: difference between expected cash flows without non-payment and expected cash flows in case of 
non-payment.  
 
Groups 
 
The modelling of the parameters takes place on a group basis. The financial instruments are grouped based 
on shared risk characteristics such as: 
 

• Type of instrument 

• Credit risk ratings 

• Type of collateral 

• Loan-to-value ratio for retail mortgage loans 

• Date of initial accounting entry 

• Remaining maturity 

• Number of years on the books 
 
The groups are regularly reviewed to ensure the different groups continue to be homogeneous. 
 
For assets of Stage 1, a PD is calculated for a horizon of 12 months while, for that of Stage 2, for the entire 
term.  
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For assets of Stage 3, the impairment matches the difference between the expected contractual cash flows 
and the expected future cash flows (while taking the time value into account).  
 
The PDs, LGDs and EADs that are used to determine the special impairment ae based on the PDs, LGDs 
and EADs that are used for prudent credit risk reporting (Basel). Adjustments are made to ensure these 
parameters are aligned with the IFRS regulations. The most important adjustment concerns the transition 
from a weighted average over a longer period ("through the cycle") to a provision on at a specific time 
("point in time"). The conservative determinations, moreover, that the regulatory authorities have requested 
are not included and future elements are added. 
 
For the non-retail portfolio, these parameters are derived from historic data and adjusted to statistically 
meaningful parameters. It should be noted that the non-retail portfolio only consists of "high investment 
grade" and usually guaranteed positions: government and supranational bonds, reverse repurchase 
agreement transactions and secured loans. This means that the expected credit losses are immaterial. 
 
 

8.4.5.3. Non-payment 

 
The definition of non-payment is in line with the EBA guidelines regarding non-payment 
(EBA/GL/2016/07). 
  
Non-payment can be processed in accordance with quantitative or qualitative criteria. The same criteria as 
used for the management of the internal credit risk model are used. Considerable arrears of more than 90 
days is used as the benchmark. 
 
A financial asset in the non-retail portfolio is earmarked as "non-payment" as from when non-payment is 
determined based on the contract conditions. 
 
 

8.4.5.4. Special impairment with regard to bought financial assets or financial assets that have already experienced a 
special impairment when created. 

 
On the reporting date, the Crelan Group only uses as special impairment for expected losses with regard to 
bought financial assets or financial assets have already experienced a special impairment when created the 
cumulative adjustment with regard to expected credit losses calculated for the entire life span and since the 
first inclusion on the balance sheet.  
 
Subsequently, the amount of the adjustment in expected credit losses calculated for the total life span must 
be included on each reporting date in the profit or loss as a special impairment profit of loss. Favourable 
adjustments in the expected credit losses calculated over the total life span must be included as a special 
impairment profit even if the expected credit losses calculated for the total life span are lower than the 
amount of the expected credit losses that were included in relation to the first inclusion in the estimated 
cash flows. 
 
 

8.5. Financial liabilities 
 
Financial liabilities are those liabilities held for commercial purposes, debts to credit institutions, debts to 
customers, debt certificates, subordinated debts and other financing instruments. 
 
The measurement at fair value and the distribution of the results depend on the IFRS category regarding 
financial liabilities, namely, financial liabilities held for commercial purposes and other financial liabilities. 
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8.5.1. Financial liabilities held for commercial purposes 
 
The Group considers a financial liability for commercial purposes as: 
 

• It was mainly acquired with a view to sell or buy back in the short term; 

• It is one of the identified financial instruments, jointly managed and regarding which there are 
indications for a recent and actual profit plan programme in the short term; 

• It is a derivative regarding which no formal hedging can be documented under IFRS rules. 
 
Liabilities held for commercial purposes are initially measured at fair value and adjustments in fair value are 
subsequently included in the profit and loss account. 
 
 
8.5.2. Financial liabilities indicated as being measured at fair value including the processing of value 

adjustments in profit or loss  
 
In addition, the Group may make an irrevocable choice when first included to indicate a financial liability 
(that meets the conditions in relation to the rest to measure at amortised cost) as measured at fair value 
including the processing of value adjustments in profit or loss if this classification eliminates or limits to an 
important degree an inconsistency in the measurement at fair value or inclusion that would be the result of 
the measurement at fair value of assets and liabilities or recognising gains and losses on a different basis. 
The Group may, moreover, specify that the entire hybrid contract is measured at fair value including the 
processing of value adjustments in profit or loss if a contract includes one or more derivatives enclosed in 
the contract, except: 
 

• When the derivative or derivatives in the contract does or do not lead to an important change of 
the cash flows that would otherwise be required by the contract; or 

• When it is clear without or with not much analysis that the separation of derivative or derivatives 
in a contract is or are not permitted. 
 

The Group has used this option in the case of EMTNs (European Medium Term Notes) issued by AXA 
Bank Belgium or AXA Belgium Finance. 
 
For this last category, the Group has opted to include all adjustments in fair value in profit or loss with the 
exception of the adjustments in the credit risk of the liability (DVA, debit valuation adjustment) that must 
be included in the other elements of the total result (OCI) as prescribed under IFRS 9.   
 
 
8.5.3. Other financial liabilities 
 
Other financial liabilities comprise debts to credit institutions, debts to customers, debt certificates, senior 
non preferred debt, subordinated debts and other financial liabilities.  
 
This, in particular, concerns he outstanding balances on current and fixed-term accounts of other credit 
institutions at the Crelan Group, deposits that are immediately payable, term deposits and saving accounts 
of customers as well as the (subordinated) deposit certificates.  
 
The financial liabilities are measured at fair value increased by the direct imputable transaction costs when 
they are first included. Next, the financial liabilities are measured at amortised cost by using the effective 
interest method. Regular depreciation is included in the profit and loss account included as interest charges. 
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8.6. Fair value of financial assets and liabilities 
 
The fair value of financial assets and liabilities is the quoted price of these or identical assets and liabilities 
on an active market (Level 1). If there is no active market for a financial instrument, the fair value is 
determined based on a cash value calculation based on observable market data (Level 2). If a fair value 
determination solely based on observable market data is impossible, the fair value is determined by using 
non-observable data (Level 3). 
 
 

8.7. Sale and repurchase of securities 
 
Securities linked to a repurchase agreement stay on the asset side of the balance sheet. The debt that arises 
from the repurchase liability of assets is included in the liabilities on the balance sheet in the form of debts 
to credit institutions or as debts to non-credit institutions depending on the counterparty. 
 
Securities linked to a repurchase agreement for securities (reverse repurchase agreement) are not included 
on the balance sheet. The borrowed resources, however, are included on the asset side on the balance sheet 
as receivables in relation to credit institutions or receivables in relation to other and not credit institutions 
depending on the counterparty. 
 
The difference between the selling price and the repayment price of the securities is processed as interest 
income spread over the maturity of the contract. 
 
 

8.8. Issued financial guarantees 
 
The first inclusion of the issued financial guarantees on the balance sheet occurs on the contract date. It 
takes place based on the fair value, which usually matches the received benefit for issuing the financial 
guarantee. If the received premium does not match market practices, the difference with the fair value is 
immediately included in profit or loss. 
 
First, the received premium is in proportion to the time amortised over the maturity of the contract. This 
takes place on a "contract by contract" basis. Subsequently, it is determined (on a portfolio basis) whether 
a provision does not need to be recorded for possible or certain enforcements. This provision is discounted 
if the impact is material. 
 
The write-off occurs when the term expires. In the case of enforcement, the issued guarantee will be 
removed from the records for the guaranteed amount that was built up through the provision. 
 
 

8.9. Offsetting of a financial asset and a financial liability 
 
A financial asset and a financial liability are offset and the net amount is only included on the balance sheet 
if the Group has a right enforceable by law to offset the included amounts and has the intention to either 
settle the liability on a net basis or to realise the asset at the same time as the liability is settled. 
 
 

8.10. Derivatives and hedging transactions 
 
8.10.1. Accounting records and measurement at fair value 
 
Derivatives are financial instruments of which the value changes as the result of adjustments in the 
underlying value (interest rate, exchange rate, index and share), they require little or no initial net investment 
and are settled at a later time. Derivatives are financial instruments such as swaps, term contracts, futures 
and options (issued and bought). 
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The first inclusion of all derivatives takes place at their fair value. Later adjustments to the fair value 
(excluding accrued interest rate) are included in the profit and loss account. An increased interest rate is 
processed in proportion to the time in the profit and loss account. 
 
The Group classifies derivatives as follows: 
 

• Derivatives that are not hedging derivatives are held as financial assets or liabilities for commercial 
purposes  

• Hedging derivatives 
 
 
8.10.2. Hedging 
 
When taking out the derivative, the contract is included as a fair value hedging and therefore the risk of 
variation in the fair value of an included asset or liability is hedged (i.e., covered). The Group can make a 
distinction between fair value hedging of an individual asset or individual liability ("micro hedging") and fair 
value hedging of a portfolio interest rate risk hedging ("macro hedging"). In the last case, the Group defines 
a group of current hedging assets to hedge (i.e., cover) the interest rate risk of a group of financial assets 
and/or liabilities. 
 
Documentation 
 
Hedging derivatives meet the conditions and criteria that apply to current hedging assets imposed by IAS 
39. The hedged assets and/or liabilities meet the conditions and criteria of hedged positions imposed by 
IAS 39. When entering into the hedging transaction, the hedging relationship is formally indicated and 
documented as well as the objectives of the Group with regard to the risk management and strategy when 
entering into the hedging relationship. The documentation contains an indication of (the group of) the 
hedging instrument or instruments, the hedged position(s), the nature of the risk to be hedged and how the 
Group will determine whether (the group of) the hedging instrument or instruments is effective when 
compensating the risk of adjustments in the fair value of the hedged position(s). 
 
Efficiency tests 
 
The Group exclusively enters into hedging transactions that will be very effective at the start and also is 
expected to be so in the periods that follow in relation to compensating for changes in the fair value to be 
attributed to the hedged risk. The actual effectiveness of the hedging transactions is determined on a 
monthly basis. The result of the ratio between the fair value fluctuation of (the group of) the hedging 
instrument or instruments and the hedged position(s) must fall within a range of 80-125 per cent. If this is 
not the case, the hedging relationship is stopped.  
 

Measurement at fair value 
 
The profit or loss as the result of fluctuations in the fair value of (the portfolio of) the hedging instrument 
or instruments is immediately included in the profit and loss account. The profit or loss of the hedged 
position(s) to be ascribed to the hedged risk leads, on the one hand, to an adjustment of the book value of 
the hedged position and is, on the other hand, included in the profit and loss account. The variations in the 
fair value in the profit and loss account as the result of (the portfolio of) the hedging instrument or 
instruments, on the one hand, and of the hedged position (s), on the other hand, will be fully or partially 
compensated and every ineffectiveness of the hedging relationship will be included in profit or loss.  
 
If a hedging relationship no longer meets the criteria for hedging transactions as defined in IAS 39, the 
hedging relationship is prospectively stopped. Hedging derivatives are reclassified as "Financial assets or 
liabilities held for commercial purposes". The book value of the hedged position(s) is subsequently 
processed as it would be processed under IFRS without a hedging relationship. Adjustments in the fair value 
of the history presented on the balance sheet are included in the profit and loss account over the remaining 
life span of the of the hedged element(s). 
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Interest income and charges that arise from, on the one hand, current hedging assets and, on the other hand, 
hedged positions are processed in interest result. 
 
 
8.10.3. Embedded derivatives 
 
An embedded derivative is a component of a drawn up contract that also contains a non-derivative basic 
contract. The result is that some cash flows from the combined instrument change in the same way as that 
of a standalone derivative. 
 
If a drawn up contract contains a basic contract that is a financial asset, the regulations in item 8.4 applies 
to the entire combined contract. 
 
If a combined contract contains a basic contract that is a financial liability, a derivative embedded in a 
contract is separated from the basic contract and recorded as a derivative only if: 
 

• There is no close relationship between the economic characteristics and risks of the derivative 
embedded in the contract and the economic characteristics and risks of the basic contract 

• A separate instrument with the same conditions as the derivative embedded in the contract should 
comply with the definition of a derivative 

• The combined instrument is not measured at fair value including the processing of value 
adjustments in profit or loss (that is to say, a derivative that is embedded in a financial liability 
measured at fair value including the processing of value adjustments in profit or loss will not be 
separated). 

 
If, nevertheless, the contract includes one or more derivatives embedded in the contracts and the basic 
contract is a financial liability, the Group may decide to indicate the entire combined contract as measured 
at fair value including the processing of value adjustments in profit or loss insofar as the conditions specified 
under item 8.5.2 "Financial liabilities indicated as measured at fair value including the processing of value 
adjustments in profit or loss" have been met. 
 
 

8.11. Tangible fixed assets 
 
The Group processes tangible fixed assets in accordance with the cost model. This means that the tangible 
fixed assets are included on the balance sheet at their cost (including the directly attributable acquisition 
costs) reduced by the accumulated depreciations and accumulated special impairment. The cost is the 
amount that was paid to acquire the asset increased by all directly attributable costs that were incurred to 
have the asset at the intended location and/or condition. 
 
The amount of an asset to be amortised is the purchase price minus its residual value. In practice, the residual 
value is generally insignificant. If this is the case, the Group has decided not to take the residual value into 
account when determining the amount to be amortised. Depreciable amounts are allocated over the 
expected use term of the asset. The estimated use term of an asset is re-examined at each balance sheet date. 
Sites and engineering equipment are not amortised but are subject to special impairment. The depreciation 
costs for each period are included in the profit and loss account. 
 
The Group uses the following depreciation periods: 
 
Buildings 

Structural work of non-commercial buildings 33 years 
Furnishing of non-commercial buildings 10 years 
Structural work of commercial buildings 30 – 40 years 
Furnishing of commercial buildings 9 – 10 years 

Hardware 5 years 
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Systems 10 years 
Cases 10 – 20 years 
Illuminated advertising 3 – 5 years 
Machines and material 3 – 5 years 
Furniture 10 years 
Rolling stock 4 – 5 years 
 
Maintenance and repair costs are included in the profit and loss account for the period during which they 
were incurred. The costs of spare items are activated and subsequently amortised when these expenses 
deliver future economic benefits for the Group. The possible book value of the elements to be replaced is 
no longer included on the balance sheet. 
 
The profit or loss as the result of the inclusion of an asset from the balance sheet as the result of a 
decommissioning or removal is included in the profit and loss account. If an asset is destroyed, the remaining 
amount to be amortised will be immediately recorded in the profit and loss account. 
 
If a material fixed asset is being held for selling, it will be classified as held for selling, the depreciable 
amounts are stopped and the asset is measured at the lowest value of its book value and its fair value minus 
selling costs. 
 
 

8.12. Other intangible fixed assets 
 
An intangible fixed asset is an identifiable non-monetary asset without physical form that is only included 
on the balance sheet when it is likely that the expected future economic benefits that can be ascribed to the 
asset will go to the entity and that the costs thereof can be determined reliably.  
 
Other intangible fixed assets refer to software that is bought internally or has been created for internal use 
and bought customer files. For internally generated software, only the development costs are activated that 
can be directly ascribed to the software that is completed and is used effectively to generate economic 
benefits. 
 
An intangible fixed asset is measured at cost when first included. Subsequently, the cost model is used. The 
software is included on the balance sheet at cost reduced by the accumulated depreciable amounts and any 
accumulated impairment. Software and customer files are amortised linearly. The amount of an intangible 
fixed asset to be amortised matches the cost reduced by the residual value. In practice, the residual value is 
generally insignificant. If this is the case, the Group has decided not to take the residual value into account 
when determining the amount to be amortised.  
 
For intangible fixed assets the following depreciation periods are used: 
 
Internally developed software 3-10 years 
Acquired software 5-10 years 
Customer files 10 years 
 
 

8.13. Government assistance 
 
The ECB as the supra-national public institution within the European Union is regarded by the Group as 
an institution that is the same as local, national and international authorities/government institutions. 
 
The more favourable conditions that are included within its targeted longer-term refinancing operations 
(TLTRO) are therefore deemed as government subsidy. The value of the benefit is determined as the 
difference between the received amount and the initial value of the loan in accordance with IFRS 9 – 
Financial instruments. 
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They are expressed on the balance sheet when the following can be stated with reasonable certainty: 

• The Group will fulfil the conditions linked to the subsidy; 

• The subsidies will be received. 
 
They are systematically included as revenue in the income statement for the periods in which the related 
costs that they intend to compensate are included. 
 
 

8.14. Business combinations (IFRS 3) 
 
Takeovers are processed based on the takeover method. The Group buys the net assets and includes the 
acquired assets and the liabilities taken over (including conditional liabilities). The acquired identifiable assets 
and the liabilities taken over are measured at fair value on the takeover date. 
 
A conditional liability acquired in a business combination is included when it is an existing liability that arises 
from events in the past and of which the fair value can be determined reliably. 
 
Goodwill paid when acquiring businesses from the scope of consolidation (a subsidiary) is included on the 
balance sheet as an intangible asset and is initially measured at cost on the takeover date, which is the positive 
difference between the cost of the business combination and the interest of the Crelan Group in the net 
fair value of the identifiable assets, liabilities and conditional liabilities. Negative goodwill is immediately 
processed in the profit and loss account. 
 
Goodwill acquired during a business combination will not be amortised. The Crelan Group subjects the 
goodwill assessment to an annual impairment test or more often than once a year if specific events indicate 
that the book value may be higher than the value that can be realised. Previously included special impairment 
with regard to goodwill will not be reversed. 
 
The annual goodwill measurement test is based on the discounted cash flow-model. If the net current value 
of the profit forecasts based on the strategic plan of the relevant subsidiary is lower than the included 
goodwill, the difference between the two amounts will be immediately included in the profit and loss 
account. The discount rate matches the risk-free interest rate plus a risk premium depending on the risk 
profile of the relevant subsidiary.  
 
 

8.15. Special impairment of non-financial assets 
 
The Group assesses whether there is an indication for a possible value loss of a not-financial asset at every 
reporting date. A special impairment loss is included when the value of the asset that can be realised is lower 
than the book value. The value that can be realised is the highest of the fair value minus the selling costs for 
the intrinsic value. 
 
The book value of non-financial assets that have been subjected to a special impairment is reduced up to its 
estimated value to be realised and the amount of the impairment is included in the profit and loss account 
for the current reporting period. 
 
If the amount of the impairment of non-financial assets (excluding goodwill) decreases in a next period and 
the decrease can be objectively linked to an event that has occurred after the impairment, the previously 
included value loss will be reversed. 
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8.16. Provisions and conditional liabilities 
 
Provisions are liabilities with uncertainty about the scope of future expenses and when these must be 
incurred. The Group includes a provision on the balance sheet when - on the balance sheet date - a liability 
arises from events in the past, when it is likely that the liability will require an outgoing cash flow and when 
the liability can be estimated reliably. 
 
Within the Crelan Group, provisions are mainly related to legal cases, claims, tax liabilities and pension 
liabilities. 
 

• For legal cases and claims, provisions are calculated on an individual basis (for each legal file or 
claim) based on the amounts due and payable to the beneficiaries. The amount and the allocation 
of future cash flows are uncertain and will depend on the timing of the legal cases or claims. 

• For provisions for pension liabilities, refer to the chapter regarding employee benefits (see the notes 
in 8.18. & 4.13.). 

• All identifiable liabilities with uncertainties regarding the scope of future costs and when these costs 
will be incurred and that cannot be included in the aforementioned categories are included in other 
provisions. 

 
A conditional liability is entered into when the Group has a potential liability that arises from events in the 
past, but regarding which it is unlikely that an outflow of resources will be required or regarding which the 
liability cannot be reliably determined. 
 
Conditional assets (rights) are not included on the balance sheet; they are, however, specified in the notes if 
an inflow of economic benefits is likely. 
 
 

8.17. Interest income and charges 
 
Interest income and charges are included in the profit and loss account for all interest-carrying instruments 
by using the effective interest method. This method is used to calculate the depreciation of a financial asset 
or a financial liability and allocate interest income and charges toe to the relevant period. The effective 
interest rate is the interest rate that has exactly been discounted in relation to the expected flow of future 
payments or cash balances during the expected life span of the financial instrument when compared with 
the net book value of the financial asset of the financial liability. The Group estimates the cash flows in 
relation to the calculation of the effective interest rate. This calculation comprises all provisions and benefits 
paid or received by contract parties that are an integral part of the effective interest rate as well as transaction 
costs. Transaction costs are the extra costs that can be ascribed directly to the acquisition or disposal of a 
financial asset or liability. They comprise commissions paid to agents, consultants, brokers and security 
traders, file handling costs received from clients as well as levies from regulatory bodies and stock exchanges 
and various types of taxes. 
Accrued interest on derivatives held for commercial purposes is included in proportion to the time in the 
profit and loss account. 
 
 

8.18. Provisions and provision benefits and charges 
 
The Group makes a distinction among different types of commissions: 
 

• In the case of received commissions in exchange for specific services, inclusion in the income 
statement takes place when the services are provided. This is the case for received commissions for 
asset management and insurance activities. 

• The production commissions paid when creating credits and savings bonds are spread over the 
duration of the relevant credits and savings bonds and included in the profit and loss account based 
on the effective interest rate. 
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• The other commissions with regard to credits and savings bonds are settled on an annual basis and 
included in the profit and loss account. 

 
 

8.19. Dividends 
 
Received dividends are included in the income statement when the definitive right to collect them is 
determined. 
 
 

8.20. Realised and non-realised gains and losses 
 
Gains and losses realised in relation to the sale and stopping financial instruments classified as ‘hold to 
collect and sell’, show the difference between the received revenue and the initial book value of the sold 
asset or liability after the deduction of a possible impairment that could have been included in the profit 
and loss account and after taking the impact of any adjustments as the result of hedging into account. 
 
The difference between the fair value of financial assets and liabilities held for commercial purposes at the 
end of the current period and at the end of the previous period is included in the "Gains and losses on 
financial assets and liabilities held for commercial purposes". For derivatives, the fluctuation of the fair value 
during the period (excluding the accrued interest) is also included in this section. The fluctuation of the fair 
value of hedging derivatives is presented on a separate line together with the fluctuation of the fair value of 
the hedged risk. An increased interest rate is included in interest income and charges. 
 
Non-realised gains or losses on ‘hold to collect and sell’ financial assets that are included in the equity (within 
the ‘other components of the equity’ line that is related to other elements of the total result – OCI), are 
included in the profit and loss account when the relevant financial instruments are sold or when a special 
impairment loss is included.  
 
Both non-realised and realised gains or losses with regard to equity instruments remain in the other elements 
of the total result (OCI) with the exception of the received dividends (cfr. 8.14). 
 
 

8.21. Income taxes 
 
This item includes the current and accumulated tax allocations for the accounting period. Deferred tax 
liabilities are included for all taxable temporary differences between the book value of the assets and 
liabilities and their tax value. 
 
For the tax liabilities for the accounting period, provisions are included based on the expected tax amount 
in accordance with the tax rates that apply on the closing date. 
 
Deferred tax assets are included when a deductible temporary difference occurs between the book value 
and the tax value of an asset or liability. Recognition is only possible insofar as it is likely that a taxable profit 
will be available in the future and regarding which temporary differences can be allocated. 
 
Accumulated tax allocations are calculated based on the expected tax rate during the year of realisation of 
the asset or the settlement of the liability. 
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8.22. Leases 
 
The Group as a lessor 
 
The Crelan Group operates as a lessor and only grants financial leases to its customers. Nearly all risks and 
benefits that are inherent to the property of the asset (except for legal property) are transferred to the lessee. 
It is, moreover, possible that a transfer of property takes place at the end of lease. 
 
 
Financial lease transactions are initially included as receivables on the balance sheet for an amount that 
equals the net investment in the lease. The net investment in a financial lease matches the gross investment 
in the financing lease discounted for the implicit interest rate of the lease.  
 
The amount of the receivable also implies the directly initial costs that can be allocated as well as the residual 
value of the lease, namely, the determined value for which the lessee can acquire the leased asset at the end 
of the lease. 
 
The effective interest rate is calculated based on future cash flows. Based on this effective interest rate, 
future cash flows are reversed on the balance sheet date to arrive at a net cash value that matches the fair 
value of the leased asset (including the initial costs that can be immediately allocated). 
 
Non-acquired financial income matches the difference between the gross investment and the net investment 
in the lease and are included in the profit and loss account based on the aforementioned effective interest 
distributed over the period of the receivable. 
 
Lease receivables are included on the balance sheet for their net value, that is to say, after deducting any 
special impairment in relation to this. 
 
The Group as the lessee 
 
As a result of the adjustments in IFRS 16 (Leases), companies must show the lease liabilities to which they 
are exposed as from 1 January 2019. These liabilities are represented by a right of use on assets and by lease 
liabilities on the liability side. 
  
The leases to which the new standard refers mainly refer to leased buildings, company vehicles and payment 
terminals. The implicit interest rates are not available and Crelan therefore adjusts the regular amounts using 
the suitable interest rate for each product13.  
 
Based on the principle of immateriality (IAS 8.8), AXA Bank Belgium has not yet applied IFRS 16. 
 
 

8.23. Employee benefits 
 
Short-term benefits 
 
Short-term employee benefits such as wages, salaries and social charges are at the expense of the period in 
which the performance was carried out. Non-discounted provisions are recorded as part of the payments 
to be made during year following the end of the current accounting period (for example, holiday pay, 
bonuses, etc.). 
 
Termination benefits, however, are only recognised when a causal link can be demonstrated. 
 
  

 
13 Used interest rates for buildings, company vehicles and ATMs, respectively: the 10 year mortgage interest rate, the 
5 your vehicle loan interest rate and the 7 year professional loan interest rate. 
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Pension liabilities 
 
The Group has various defined benefit plans and various defined retirement benefit plans. The pension 
liabilities are all financed by paying contributions to insurance companies. 
 
With regard to defined benefit plans, the employer and employee pay a fixed amount periodically for the 
accrual of the retirement capital. On the one hand, this fixed contribution is included as a liability and, on 
the other hand, as a charge in the period in which the employee has performed his/her job. 
 
In accordance with Belgian legislation that applies to the retirement benefit plans of the second pillar (the 
legislation regarding additional pensions), all Belgian retirement benefit plans of the defined benefit type 
under the IFRS standards must be regarded as retirement benefit plans of the defined pension type. 
 
For defined retirement benefit plans, expenditure is regularly determined based on actuarial calculations that 
are performed at least once a year. The PUC method is, on the one hand, used to calculate the cash value 
of the gross liabilities that must be included on the balance sheet and, on the other hand, for the calculation 
of the retirement costs at the expense of the year of service that are processed in the profit and loss account.  
 
The retirement costs of the delivered services are immediately included in the profit and loss account unless 
the benefit is not immediately and unconditionally committed. In that case, the retirement costs of the 
delivered services are included linearly for the average period that has elapsed until the performance were 
started unconditionally. 
 
Up to and including 31 December 2010, the net cumulative actuarial gains and losses that exceeded the 
corridor (the highest amount that corresponds with 10% of the cash value of the gross liabilities and 10% 
of the fair value of fund investments) at the expense of the profit and loss account spread over the remaining 
years of service of the employees who participate in the plan. 
 
Since 1 January 2011, actuarial gains and losses are fully included in non-realised results for the period in 
which they occur. The financial statements were adjusted that closed on 31 December 2009 and 31 
December 2010 in accordance with IAS 8 regarding adjustments in the bases for financial reporting. 
 
The fund investments of the Group comprise insurance contracts that are eligible in accordance with IAS 
19. Insurance contracts are drawn up by non-associated insurers and the revenue of these contracts can only 
be used to finance employee benefits under defined retirement benefit plans. 
 
Other long-term benefits 
 
For other long-term employee benefits, which are paid after the year after the closing date of the current 
period (such as long-term bonuses, bridging pensions and hospital admission insurances), a calculation of 
the cash value of the gross liabilities also applies. The actuarial differences due to the periodic review of the 
assumptions and assessments are, however, immediately included in the profit and loss account. 
 
 

8.24. Liquid assets, cash equivalents and cash flows 
 
Liquid assets and cash equivalents comprise the cash, balances at central banks and other financial assets 
with a maximum maturity of three months as from the acquisition date. 
 
Crelan determines its operational cash flows in accordance with the indirect method. In accordance with 
this method, the net result for the period is adjusted to take non-monetary transactions, accumulated tax 
allocations, provisions, adjustments in debts or trading receivables into account as well as income and 
expenses with regard to investments or financing flows. 
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8.25. Securities of exchange rate adjustments 
 
Monetary and non-monetary items in a foreign currency are converted into EUR when first included using 
the exchange rate on the transaction date. 
 
Next, a daily monetary measurement process is performed for the monetary components. All monetary 
balances that have remained in a foreign currency are converted using the closing rate of the month. All 
positive and negative differences are included in the profit and loss account included regardless of the rating 
category.  
 
Non-monetary elements at the Crelan Group only consist of share instruments in foreign currencies. They 
are measured at fair value the first time. Next, the measurement category is examined. The exchange results 
as a result of the conversion based on the closing rate is also included in the profit and loss account as an 
adjustment in the fair value of the underlying instrument in relation to the financial asset category regarding 
financial assets held for commercial purposes. This exchange result is deferred in the equity in the case of 
the financial asset category available for selling. 
 
Monetary and non-monetary items in foreign currencies are converted into EUR when removed from the 
balance sheet date on the transaction date. 
 
In the case of non-monetary elements in foreign currencies that belong to the financial asset category of the 
financial assets available for selling, the full exchange result between the first inclusion and the removal from 
the balance sheet as realised added and less value in the profit and loss account is included. 
 
 

8.26. Equity 
 
Equity comprises capital issued via ordinary shares and cooperative shares, the reserve from the 
remeasurement of the fair value of financial assets with value fluctuations via OCI as well as the reserves 
from withheld gains. 
 
In addition, it includes the equity and also all issued financial instruments of elements thereof that must be 
classified as an equity instrument based on their economic characteristics in relation to the contractual 
agreement. 
 
An important distinction with the classification as a debt instrument within this context is that Crelan Group 
cannot be made to: 

• Deliver liquid assets or financial assets.  

• Exchange in financial instruments that can potentially be detrimental. 

• Deliver a variable number of its equity instruments.  
 
Both the benefits of such instrument as well as the related transaction costs of the issue are directly deducted 
from the equity. 
 
 

8.27. Additional information 
 
8.27.1. Most important sources that lead to estimation uncertainty 
 
Drawing up financial statements in accordance with the IFRS guidelines entails a specific number of 
assessments and assumptions. Although all available information is used to ensure these assessments and 
assumptions can be deemed to be as reliable as possible, the actual results may deviate thereof. 
 
The assessments and assumptions are mainly related to the following areas: 

• Estimation of the value that can be realised in case of special impairment (see section 4.3 and 4.4);  
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• Determination of the fair value of financial instruments not quoted on the stock exchange (see 
section 4.15.2); 

• Measurement at fair value of the CVA and DVA in relation to derivatives and financial liabilities 
measured at fair value including the processing of value adjustments in profit or loss (see section 
4.11.2); 

• Determination of the expected use period of tangible and intangible fixed assets (see section 4.5 
and 4.6); 

• Estimation of the existing liabilities as the result of events in the past when provisions are included 
(see section 4.12); 

• Actuarial assumptions in relation to the measurement at fair value of pension liabilities (see section 
4.13); 

• Estimation of deferred tax assets (see section 4.7); 

• Determination of the hedging reserve when applying fair value hedging (see section 4.14); 

• Determination of the audit when setting up the scope of consolidation (see section 8.2);  

• Assessment of the future credit production that will be eligible when verifying the conditions with 
regard to the targeted longer-term refinancing operations (see section 4.11.1.5); 

 
 
8.27.2. Events after the balance sheet date 
 
Events after the balance sheet date that indicate circumstances already present on the balance sheet date 
(for example, additional information on previous estimates) require an adjustment of the financial 
statements if material. 
 
Events after the balance sheet date that indicate circumstances after the balance sheet date (for example, 
evolution of the dollar or the fair value of securities) do not require an adjustment of the balance sheet, the 
profit and loss account and the statement of changes in the equity of the cash flow statement. If material, 
however, information is provided on the nature and the estimated financial impact to avoid that the financial 
statements could be misleading. 
 
 
8.27.3. Adjustments in the estimates and measurement bases 
 
If it is difficult to determine whether it is a change in the estimation or a change in the assessment principle, 
a change in estimation is selected based on the IFRS regulations. 
 
A change in estimation is applied prospectively. Insofar a change in estimations leads to adjustments in 
assets and liabilities or concerns a component of the equity, this change is processed in the period in which 
the change took place by changing the book value of the asset, of the constraint or the component of the 
equity concerned. 
 
In the case of a change in the assessment principle, it is applied retrospectively. 
 
When it is unfeasible from a practical perspective to determine the period-linked consequences of a change 
in a basis for financial reporting based on comparing information from one or more prior reporting periods, 
the new basis for financial reporting is used on the book value of assets and liabilities as from the earliest 
period (the earliest period may be the reporting period) for which retrospective application is possible The 
opening balance for that period is adjusted accordingly for each equity component concerned. 
 
When it is not feasible from a practical perspective to determine the cumulative effect at the beginning of 
the reporting period of the application of a new basis for financial reporting on all prior reporting periods, 
the comparing information is adjusted to apply the new basis for financial reporting prospectively as from 
the earliest date on which this is feasible from a practical perspective. 
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Based on materiality, the file handling costs received from clients were previously not taken into account 
when determining the effective interest method (point 8.17). Given the acquisition of AXA Bank Belgium 
(where these revenues were already considered), this was taken into account from 2022 onwards. Due to 
the volumes and the life cycle of the loans (mainly in terms of the availability of information on prepayments 
and refinancings), it is not feasible to reconstitute the comparative information and this change in accounting 
policy has only been applied prospectively. The following amounts were:  

▪ included on the balance sheet and deferred through the acquisition value: EUR – 7,738,836 

▪ included in the results as part of the effective interest method: EUR + 292,797 



Besloten vennootschap 
Société à responsabilité limitée 
RPR Brussel - RPM Bruxelles - BTW-TVA BE0446.334.711-IBAN N° BE71 2100 9059 0069 
*handelend in naam van een vennootschap:/agissant au nom d'une société 
 
A member firm of Ernst & Young Global Limited 

 

 
 
 
   

EY Bedrijfsrevisoren 
EY Réviseurs d’Entreprises 
De Kleetlaan 2 
B-1831 Diegem 
 

 Tel: +32 (0)2 774 91 11 
ey.com 

 

Free translation 

Independent auditor’s report to the general meeting of Group Crelan for 
the year ended 31 December 2022 

 

In the context of the statutory audit of the Consolidated Financial Statements) of Group Crelan (the 
“Company”) and its subsidiaries (together the “Group”), we report to you as statutory auditor. This 
report includes our opinion on the consolidated statement of the financial position as at  
31 December 2022, the consolidated statement of the realized and unrealized results, the 
consolidated statement of changes in equity and the consolidated statement of cash flows for the year 
ended 31 December 2022 and the disclosures (all elements together the “Consolidated Financial 
Statements”) as well as our report on other legal and regulatory requirements. These two reports are 
considered one report and are inseparable. 

We have been appointed as statutory auditor by the shareholders’ meeting of 25 June 2020, in 
accordance with the proposition by the Board of Directors following recommendation of the Audit 
Committee and following recommendation of the workers’ council. Our mandate expires at the 
shareholders’ meeting that will deliberate on the Consolidated Financial Statements for the year 
ending 31 December 2022. We performed the audit of the Consolidated Financial Statements of the 
Group during 6 consecutive years. 

Report on the audit of the Consolidated Financial Statements 

Unqualified opinion 

We have audited the Consolidated Financial 
Statements of Group Crelan, that comprise of the 
consolidated statement of the financial position 
on 31 December 2022, the consolidated 
statement of the realized and unrealized results, 
the consolidated statement of changes in equity 
and the consolidated statement of cash flows of 
the year and the disclosures, which show a 
consolidated balance sheet total of 
€ 53.842.295.391 and of which the consolidated 
income statement shows a profit for the year of 
€ 158.199.554.  

In our opinion, the Consolidated Financial 
Statements give a true and fair view of the 
consolidated  net equity and financial position as 
at 31 December 2022, and of its consolidated 
results for the year then ended, prepared in 
accordance with the International Financial 
Reporting Standards as adopted by the European 
Union (“IFRS”) and with applicable legal and 
regulatory requirements in Belgium. 

Basis for the unqualified opinion 

We conducted our audit in accordance with 
International Standards on Auditing (“ISA’s”) 
applicable in Belgium. In addition, we have 
applied the ISA's approved by the International 
Auditing and Assurance Standards Board 
(“IAASB”) that apply at the current year-end date 
and have not yet been approved at national level. 
Our responsibilities under those standards are 
further described in the “Our responsibilities for 
the audit of the Consolidated Financial 
Statements” section of our report. 

We have complied with all ethical requirements 
that are relevant to our audit of the Consolidated 
Financial Statements in Belgium, including those 
with respect to independence.  

We have obtained from the Board of Directors 
and the officials of the Company the explanations 
and information necessary for the performance 
of our audit and we believe that the audit 
evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion.  
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Key audit matters 

Key audit matters are those matters that, in our 
professional judgment, were of most significance 
in our audit of the Consolidated Financial 
Statements of the current reporting period.  

These matters were addressed in the context of 
our audit of the Consolidated Financial 
Statements as a whole and in forming our opinion 
thereon, and consequently we do not provide a 
separate opinion on these matters. 

Credit risk with regard to the loan portfolio 

Description of the key audit matter 

As at 31 December 2022, the loan receivable 
portfolio of the Group amounts to 
€ 47,950,552,898 (gross, valued at amortized 
cost) and the related impairments amount to 
€ 171,712,773.  These loans receivable mainly 
consist of credits granted to individuals and 
corporates. 

Impairments represent the Group's best estimate 
of the expected credit losses at the balance sheet 
date. They are calculated based on the default 
risk over different time horizons, depending on 
whether the borrower's credit risk has increased 
significantly since the credit has been granted: 

• The impairments of the exposures of which 
the credit risk has not increased significantly 
(‘stage 1’) are based on the expected credit 
losses over a period of 12 months; 

• The impairments of the exposures of which 
the credit risk has increased significantly or 
which is credit-impaired (‘stage 2’ and ‘stage 
3’) are based on the expected credit losses 
over the lifetime of the credit; 

Expected loss calculations are probability-
weighted estimates of the present value of the 
cash deficits, using models, applying scenarios, 
and taking into account the impact of historical 
losses on the one hand and forward-looking 
information on the other. The inputs for these 
models are based, among other things, on 
historical loss rates, credit terms and cash flow 

projections, assessed subjectively to determine 
the assumptions used to calculate the impairment 
losses. 

Important subjective evaluations in the process 
are: 

• The criteria to determine exposures with a 
significant increase in credit risk (and the 
corresponding ‘stage’); 

• The assumptions used in the expected credit 
loss model such as the borrower's financial 
condition (and its corresponding default risk), 
and the credit loss that would be incurred in 
the event of default (which depends on the 
expected recovery value of the collateral, if 
any); 

• The inclusion of forward-looking information 
(probability-weighted macro-economic 
scenarios); 

• Manual adjustments applied where the model 
parameters or calculations were not deemed 
representative by management, based on the 
current risks and conditions of the portfolio. 

Considering that the loans and advances and 
related impairments are significant to the 
consolidated balance sheet and income 
statement, and given the degree of subjective 
judgment involved and the related uncertainty of 
impairment estimates, we consider this to be a 
key audit matter. 

Summary of the procedures performed 

• We have assessed the design and operating 
effectiveness of the key internal controls 
related to the credit issuance, the credit risk 
management (including periodic credit 
review, monitoring of the borrower's credit 
quality using indicators such as days in 
arrears and forbearance, and the 
determination of the rating), the flow of 
information between the source systems and 
the expected credit loss calculation tool, and 
the model development and monitoring 
(specifically the independent validation 
process). 
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• We compared the inventory of loans and 
advances for which expected credit losses 
were calculated with the amounts included in 
the Consolidated Financial Statements. 

• In respect of the models for expected credit 
losses, we engaged our internal experts to 
assess the appropriateness of the model and 
the methodology used (in accordance with 
IFRS requirements). 

• For the specific impairments determined at 
individual file level, we have selected a 
sample of loans (in stage 2 and stage 3) and 
performed a detailed inspection of the credit 
file, whereby we have assessed that: 

• The credit risk policy has been applied; 

• The credit quality and the ‘stage’ have 
been determined correctly; 

• The collateral (if any) has been properly 
estimated; 

• The recoverability of the loan and the 
impairment have been determined 
correctly. 

• To assess the reasonableness of the forward-
looking information incorporated in the 
expected credit loss models, we assessed the 
outlook and the probability weights applied 
to the different scenarios, and compared 
them with supporting information (publicly 
available economic information), if 
applicable. In particular, we considered 
whether this forward-looking information 
adequately reflects the impacts of the 
economic crisis and the increasing energy 
prices and is in line with expectations for 
Gross Domestic Product and unemployment 
rates as published by regulators. 

• To assess the appropriateness of the manual 
adjustments applied by management, we 
considered the possibility that impairment 
losses may have been impacted by events or 
trends not reflected in the Group's models, 
or by limitations in data.  

• We have reviewed the findings of the 
European Central Bank as part of its Asset 
Quality Review and considered to which 
extent those findings have consequences on 
the Expected Credit Loss to be recorded at 
year-end. 

Finally, we have assessed the completeness and 
accuracy of the notes 4.4 and 7.2 to the 
Consolidated Financial Statements in accordance 
with IFRS requirements. 

Valuation of derivatives and hedge accounting 

Description of the key audit matter 

The Group has concluded interest rate swaps 
(IRS) and interest rate options (caps and 
swaptions) to hedge its interest rate risk. These 
derivatives are carried at fair value, with changes 
in fair value through profit or loss. 

In order to limit the effect of these changes in 
fair value through the profit and loss accounts, 
the Group has allocated the majority of these 
derivatives to hedging relationships on the 
interest rate risk of portfolios of financial assets 
or liabilities ("portfolio fair value hedging"), so 
that these portfolios of assets or liabilities are 
also remeasured to the extent of the hedged risk. 
This revaluation is recorded in separate lines of 
the assets or liabilities on the balance sheet 
(“changes in the fair value of the hedged 
portfolios”). 

These two revaluations at fair value (i.e. those of 
the derivatives and those of the hedged items) 
neutralize each other in the profit and loss 
statement, with only a net effect for any 
ineffectiveness of the hedge relationship. 

At 31 December 2022 the derivatives used for 
hedging had positive and negative fair values of 
€ 2,631,507,974 and € 804,105,391, 
respectively, before netting with the 
corresponding cash collateral received or posted 
(see note 4.16). The revaluations of the financial 
portfolios of hedged assets and liabilities 
amounted to € -3,149,398,494 and 
€ 40,456,212 respectively. An ineffectiveness of 
€ 10,498,903 (gain) was recognized in the 
income statement.  
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The audit risk resides on the one hand in the 
valuation of the derivatives (via valuation 
techniques) and on the other hand in the correct 
accounting treatment of the hedging 
relationships (the documentation has to comply 
with IAS 39 requirements and the effectiveness 
tests are based on a number of assumptions 
regarding expected future early redemptions and 
renegotiations of certain types of loans), 
therefore we consider this a key audit matter. 

Summary of the procedures performed 

• We compared the fair values of the 
derivatives with the fair values as confirmed 
by the external counterparties, in the context 
of so-called “collateralization”. With the 
assistance of our own valuation specialists, 
we have assessed the adequacy of the 
valuation models, compared the parameters 
used (yield curves, volatility curves) with 
market data and recalculated the fair value 
for a sample of derivatives; 

• We assessed whether the conditions for 
netting as required under IAS 32 were met 
and whether this netting was correctly 
calculated and disclosed in the Consolidated 
Financial Statements; 

• We assessed the existing hedging 
documentation to determine whether it 
meets the criteria as described in the 
“carved-out” version of IAS 39 as adopted by 
the European Union, and we assessed the 
effectiveness tests performed by the Group 
to verify whether the hedging relationships 
were still effective and whether the 
ineffectiveness was calculated correctly. In 
particular, we compared the volume of 
hedging derivatives with the projected 
volume of hedged mortgage (and other) 
loans over future time buckets, taking into 
account the assumptions regarding expected 
early repayments and renegotiations, in 
order to identify any over-hedging situations, 
that could partially jeopardize the application 
of hedge accounting; 

• We examined the model used by the Group to 
forecast future early repayments and 
renegotiations of mortgage loans, and 
assessed its correct functioning in recent 
financial years; 

• We tested the spreadsheets used by the 
Group to monitor the hedging models, in 
order to verify the correctness of the hedge 
accounting entries, and whether the 
derivatives, of which the fair value was not 
zero at the start of the hedging relationship, 
have been accounted for correctly. We have 
verified the reconciliation of these 
spreadsheets with the underlying source 
systems on the one hand and with the 
Consolidated Financial Statements on the 
other hand.  

Finally, we have assessed the completeness and 
accuracy of the notes 4.14, 4.16 and 7.3.1 to the 
Consolidated Financial Statements in accordance 
with IFRS requirements. 

Responsibilities of the Board of Directors 
for the preparation of the Consolidated 
Financial Statements 

The Board of Directors is responsible for the 
preparation of the Consolidated Financial 
Statements that give a true and fair view in 
accordance with IFRS and with applicable legal 
and regulatory requirements in Belgium and for 
such internal controls relevant to the preparation 
of the Consolidated Financial Statements that are 
free from material misstatement, whether due to 
fraud or error. 

As part of the preparation of Consolidated 
Financial Statements, the Board of Directors is 
responsible for assessing the Company’s ability to 
continue as a going concern, and provide, if 
applicable, information on matters impacting 
going concern, The Board of Directors should 
prepare the financial statements using the going 
concern basis of accounting, unless the Board of 
Directors either intends to liquidate the Company 
or to cease business operations, or has no 
realistic alternative but to do so. 
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Our responsibilities for the audit of the 
Consolidated Financial Statements 

Our objectives are to obtain reasonable 
assurance whether the Consolidated Financial 
Statements are free from material misstatement, 
whether due to fraud or error, and to express an 
opinion on these Consolidated Financial 
Statements based on our audit. Reasonable 
assurance is a high level of assurance, but not a 
guarantee that an audit conducted in accordance 
with the ISA’s will always detect a material 
misstatement when it exists. Misstatements can 
arise from fraud or error and considered material 
if, individually or in the aggregate, they could 
reasonably be expected to influence the 
economic decisions of users taken on the basis of 
these Consolidated Financial Statements. 

In performing our audit, we comply with the 
legal, regulatory and normative framework that 
applies to the audit of the Consolidated Financial 
Statements in Belgium. However, a statutory 
audit does not provide assurance about the 
future viability of the Company and the Group, 
nor about the efficiency or effectiveness with 
which the board of directors has taken or will 
undertake the Company's and the Group’s 
business operations. Our responsibilities with 
regards to the going concern assumption used by 
the board of directors are described below. 

As part of an audit in accordance with ISA’s, we 
exercise professional judgment and we maintain 
professional skepticism throughout the audit. We 
also perform the following tasks: 

• identification and assessment of the risks of 
material misstatement of the Consolidated 
Financial Statements, whether due to fraud 
or error, the planning and execution of audit 
procedures to respond to these risks and 
obtain audit evidence which is sufficient and 
appropriate to provide a basis for our 
opinion. The risk of not detecting material 
misstatements resulting from fraud is higher 
than when such misstatements result from 
errors, since fraud may involve collusion, 
forgery, intentional omissions, 

misrepresentations, or the override of 
internal control; 

• obtaining insight in the system of internal 
controls that are relevant for the audit and 
with the objective to design audit procedures 
that are appropriate in the circumstances, 
but not for the purpose of expressing an 
opinion on the effectiveness of the 
Company’s internal control; 

• evaluating the selected and applied 
accounting policies, and evaluating the 
reasonability of the accounting estimates and 
related disclosures made by the Board of 
Directors as well as the underlying 
information given by the Board of Directors; 

• conclude on the appropriateness of the 
Board of Directors’ use of the going-concern 
basis of accounting, and based on the audit 
evidence obtained, whether or not a material 
uncertainty exists related to events or 
conditions that may cast significant doubt on 
the Company’s or Group’s ability to continue 
as a going concern. If we conclude that a 
material uncertainty exists, we are required 
to draw attention in our auditor’s report to 
the related disclosures in the Consolidated 
Financial Statements or, if such disclosures 
are inadequate, to modify our opinion. Our 
conclusions are based on audit evidence 
obtained up to the date of the auditor’s 
report.  However, future events or conditions 
may cause the Company to cease to continue 
as a going-concern; 

• evaluating the overall presentation, structure 
and content of the Consolidated Financial 
Statements, and evaluating whether the 
Consolidated Financial Statements reflect a 
true and fair view of the underlying 
transactions and events. 

We communicate with the Audit Committee 
within the Board of Directors regarding, among 
other matters, the planned scope and timing of 
the audit and significant audit findings, including 
any significant deficiencies in internal control 
that we identify during our audit.  
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Because we are ultimately responsible for the 
opinion, we are also responsible for directing, 
supervising and performing the audits of the 
subsidiaries. In this respect we have determined 
the nature and extent of the audit procedures to 
be carried out for group entities. 

We provide the Audit Committee within the Board 
of Directors with a statement that we have 
complied with relevant ethical requirements 
regarding independence, and to communicate 
with them all relationships and other matters that 

may reasonably be thought to bear on our 
independence, and where applicable, related 
safeguards. 

From the matters communicated with the Audit 
Committee within the Board of Directors, we 
determine those matters that were of most 
significance in the audit of the Consolidated 
Financial Statements of the current period and 
are therefore the key audit matters.  We describe 
these matters in our report, unless the law or 
regulations prohibit this. 

Report on other legal and regulatory requirements

Responsibilities of the Board of Directors  

The Board of Directors is responsible for the 
preparation and the content of the Board of 
Directors’ report on the Consolidated Financial 
Statements, the non-financial information 
attached to the Board of Directors’ report, and 
other information included in the annual report. 

Responsibilities of the auditor  

In the context of our mandate and in accordance 
with the additional standard to the ISA’s 
applicable in Belgium, it is our responsibility to 
verify, in all material respects, the Board of 
Directors’ report on the Consolidated Financial 
Statements, the non-financial information 
attached to the Board of Directors’ report, and 
other information included in the annual report, 
as well as to report on these matters. 

Aspects relating to Board of Directors’ 
report  and other information included in 
the annual report 

In our opinion, after carrying out specific 
procedures on the Board of Directors’ report, the 
Board of Directors’ report is consistent with the 
Consolidated Financial Statements and has been 

prepared in accordance with article 3:32 of the 
Code of companies and associations.  

In the context of our audit of the Consolidated 
Financial Statements, we are also responsible to 
consider whether, based on the information that 
we became aware of during the performance of 
our audit, the Board of Directors’ report and 
other information included in the annual report, 
being: 

• Consolidated ratio’s and Consolidated key 
figures 

• Balance sheet and Profit and loss statement 

contain any material inconsistencies or contains 
information that is inaccurate or otherwise 
misleading. In light of the work performed, there 
are no material inconsistencies to be reported. 

The non–financial information required by  
article 3:32, § 2, of the Code of companies and 
associations has been included in the Board of 
Directors’ report on the Consolidated Financial 
Statements. The Group has not based itself on a 
European or international framework in order to 
prepare this non-financial information. We 
express no assurance whatsoever on individual 
elements included in this non-financial 
information. 
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Independence matters 

Our audit firm and our network have not 
performed any services that are not compatible 
with the audit of the Consolidated Financial 
Statements and have remained independent of 
the Company during the course of our mandate.  

The fees related to additional services which are 
compatible with the audit of the Consolidated 
Financial Statements as referred to in article 
3:65 of the Code of companies and associations 
were duly itemized and valued in the notes to the 
Consolidated Financial Statements. 

Other communications.  

• This report is consistent with our 
supplementary declaration to the Audit 
Committee as specified in article 11 of the 
regulation (EU) nr. 537/2014. 

 

Brussels, 6 April 2023  

 
EY Bedrijfsrevisoren BV 
Statutory auditor 
Represented by 

 

 

Jean-François Hubin * 
Partner  
*Acting on behalf of a BV/SRL 
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