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Asset type Mortgages
Cover assets (EURbnN) 4.6
Pandbrieven (EURbn) 3.0
Weighted-average life 10.9
asset maturity (years)

Weighted-average life 8.7
liability maturity (years)

Rating Rationale

Issuer Default Rating A-
(IDR)

D-Cap 4 (Moderate risk)
Pandbrieven rating AAA
‘AAA’ Breakeven OC (%) 25.5
Legislative OC (%)* 5.0

Discontinuity Analysis

Asset segregation Low
Liquidity gap and systemic risk Moderate
Systemic alternative Low
management
Cover pool-specific alternative Moderate
management

Privileged Derivatives Very Low

1 see Appendix 4 of Fitch’s special report
entitted Belgian Covered Bond Legislative
Framework for details of the legislative OC
calculations.
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Key Rating Drivers

Rating Sensitivity: The Pandbrieven’s 'AAA' rating is vulnerable to downgrade if any of the
following occurs: (i) Belfius Bank’s IDR is downgraded by one notch to 'BBB+'; (ii) the current
D-Cap of 4 (moderate) is revised to 3 (moderate high) or lower; or (iii) there is a drop in the
overcollateralisation (OC) below Fitch Ratings’ breakeven level of 25.5% for the 'AAA' rating.

Stable Outlook Unchanged: The Outlook assigned to the programme is based on Fitch’s
Stable Outlook for Belfius Bank and for Belgium, the stable outlook for the Belgian residential
mortgage loan cover assets and the maintenance of sufficient OC for the programme.

D-Cap Driver: The D-Cap of 4 is driven by Fitch’s view on the 12-month extendible maturities
on the pandbrieven and the pre-funded reserve, covering one year of interest on the
pandbrieven. This is combined with the agency’s view of a minimum period of nine months
needed to sell assets in a stressed market. This leads to a moderate risk assessment for the
liquidity gap and systemic risk component.

The same moderate risk assessment for the cover pool-specific alternative management
component is driven by the agency’s view regarding the capable in-house developed IT
systems of the bank and the specifics of managing a pool of Belgian residential assets and,
notably, the all-sums mortgages and mandates.

Breakeven OC Driver: The greatest contributors to the breakeven OC are the maturity
mismatches and the refinancing rates assumed for Belgian residential mortgages. All loans in
the cover pool bear a fixed, or fixed with resets, rate of interest. Post issuer default, the portfolio
is therefore expected to be exposed to a significant market value loss in a stressed increasing
interest rate environment.

Level of OC Relied Upon: In its analysis, Fitch relies on the lowest nominal amount of OC in
the last 12 months, which in this case is 44.6%. Under the Belgian pandbrieven legislation, the
minimum legal amount of OC which must be in place for the programme is 5%?1; however, the
calculation of this minimum OC is subject to specific rules, as outlined under the legislation.

Programme Highlights

Pool Composition: The mortgage loan cover pool has increased to EUR4.6bn, from
EURS3.9bn, with the underlying pool composition remaining relatively stable. The weighted
average (WA) life of the assets is 10.9 years. Approximately 36% of the loans are backed by
security in the form of both a mortgage registration and a mandate. The pool’'s WA original
mortgage-to-value (OMTV; see Figure 1 for definition) ratio is 80.1%, with a WA indexed LTV of
67.6%.

Stable Credit Risk: Fitch conducted its analysis based on line-by-line data provided by Belfius
Bank. In a 'AAA' scenario, Fitch calculated a cumulative WA frequency of foreclosure of 16.5%
and a WA recovery rate of 52.3% for the cover pool (see Figure 3).

Privileged Derivatives: Given that there are currently no privileged derivatives registered
under the programme, Fitch assesses privileged derivatives as representing a very low
discontinuity risk under its D-Cap analysis.
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Figure 1
Cover Pool Characteristics:

October 2013

Current balance (EURbn) 4.6
Number of Loans 67,643
Number of borrowers 44,868
Average loan balance (EUR) 68,467
WA seasoning (months) 32.7
WA interest rate (%) 3.7
WA OLTV/OMTV (%)* 80.1
WA CLTV (%) 69.4
WA indexed CLTV (%) 67.6
WA DTI (%) 45.4
WA MCR (%)?2 114.1
Interest rate type

Fixed rate (%) 85.8
Fixed rate with resets (%) 14.2
Repayment frequency

Annuity (%) 96.2
Linear (%) 2.0
Bullet (%) 1.8
Security breakdown

Mortgage security only (%) 64.0

Mortgage + mandate security (%) 36.0
Borrower breakdown

Full-time employee (%) 64.3
Self-employed (%) 8.6
Unemployed (%) 15
Employment unknown (%) 11.5
Student (%) 25
Civil servant (%) 11.3
Retired (%) 0.4
Employee of the originator (%) 0.0
Loan purpose breakdown

Second home (%)3 171
Investment property (%) 0.0
Purchase (%) 49.0
Remortgage (%) 26.9
Renovation (%) 8.5
Construction (%) 14.2
Loan purpose unknown (%) 0.6
Currently in construction (%) 0.0
Geographic breakdown

Brussels (%) 9.0
Flanders (%) 54.5
Wallonia (%) 36.5

1 OMTV = original loan balance or mortgage +
mandate inscription / property value

2 MCR = mortgage coverage ratio (mortgage
inscription / total current loan balance)

3 where more than one property is provided as
collateral, a ‘second home’ loan purpose is
assumed, as such information was not provided
by the originator

Source: Belfius Bank/Fitch
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Covered Bond Rating Criteria

(September 2013)

EMEA Residential Mortgage Loss Criteria
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(June 2013)

Figure 2

Belfius Bank SA/NV - Diagram of Belgian Pandbrieven
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Figure 3
Fitch Default Model Output (%)
Rating level ‘AAA’ 'AA+ 'AA
WA frequency of foreclosure (WAFF) 16.5 14.9 13.3
WA recovery rate (WARR) 52.3 54.0 55.6

Source: Fitch

Figure 4
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Figure 5

List of Outstanding Mortgage Pandbrieven

Series Rating Currency Size Coupon rate (%) Maturity ISIN

1 AAA EUR 1,250,000,000 1.250 Nov 2017  BE0002419910
2 AAA EUR 30,000,000 3.000 Dec 2034 BE0002421932
3 AAA EUR 30,000,000 2.950 Dec 2034  BE0002422948
4 AAA EUR 30,000,000 2.920 Dec 2032  BE0002423953
5 AAA EUR 15,000,000 3.035 Jan 2033  BE6247207192
6 AAA EUR 500,000,000 2.125 Jan 2023  BE0002424969
7 AAA EUR 75,000,000 2.735 Feb 2032  BE0002426014
8 AAA EUR 20,000,000 2.770 Feb 2032 BE0002427020
9 AAA EUR 25,000,000 2.835 Apr 2038 BE0002431063
10 AAA EUR 500,000,000 1.375 Jun 2020  BE0002435106
11 AAA EUR 15,000,000 2.800 Jun 2035  BE0002436112
12 AAA EUR 50,000,000 2.855 Jun 2033  BE0002437128
13 AAA EUR 50,000,000 2.629 Jun 2029  BE0002438134
14 AAA EUR 30,000,000 3.010 Aug 2033 BE0002439140
15 AAA EUR 20,000,000 3.065 Aug 2036  BE0002440155
16 AAA EUR 10,000,000 3.145 Aug 2033  BE6257118362
17 AAA EUR 50,000,000 2.947 Oct 2028 BE0002446210
18 AAA EUR 20,000,000 3.175 Oct 2032 BE0002447226
19 AAA EUR 44,000,000 3.145 Oct 2035 BE0002450253
20 to 40 NR EUR 202,000,000 n.a. n.a. n.a.
(N-Bonds)

Source: Belfius Bank

Belfius Bank SA/NV
December 2013



| FitchRatings

The ratings above were solicited by, or on behalf of, the issuer, and therefore,
Fitch has been compensated for the provision of the ratings.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS.
PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING
DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S
FREE WEB SITE AT WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND
METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT,
CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER
RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT
SECTION OF THIS SITE. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE
RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR
WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THE
ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

Copyright © 2013 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries. One State Street Plaza, NY, NY 10004.Telephone: 1-800-753-4824,
(212) 908-0500. Fax: (212) 480-4435. Fitch Australia Pty Ltd holds an Australian financial services licence (AFS licence no. 337123) which
authorises it to provide credit ratings to wholesale clients only. Credit ratings information published by Fitch is not intended to be used by
persons who are retail clients within the meaning of the Corporations Act 2001. Reproduction or retransmission in whole or in part is prohibited
except by permission. All rights reserved. In issuing and maintaining its ratings, Fitch relies on factual information it receives from issuers and
underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied
upon by it in accordance with its ratings methodology, and obtains reasonable verification of that information from independent sources, to the
extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch’s factual investigation and the scope of the
third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and practices in the
jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and nature of relevant public information,
access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-
upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the
availability of independent and competent third-party verification sources with respect to the particular security or in the particular jurisdiction of
the issuer, and a variety of other factors. Users of Fitch’s ratings should understand that neither an enhanced factual investigation nor any
third-party verification can ensure that all of the information Fitch relies on in connection with a rating will be accurate and complete.
Ultimately, the issuer and its advisers are responsible for the accuracy of the information they provide to Fitch and to the market in offering
documents and other reports. In issuing its ratings Fitch must rely on the work of experts, including independent auditors with respect to
financial statements and attorneys with respect to legal and tax matters. Further, ratings are inherently forward-looking and embody
assumptions and predictions about future events that by their nature cannot be verified as facts. As a result, despite any verification of current
facts, ratings can be affected by future events or conditions that were not anticipated at the time a rating was issued or affirmed. As a result,
the information in this report is provided "as is" without any representation or warranty of any kind. A Fitch rating is an opinion as to the
creditworthiness of a security. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically
mentioned. Fitch is not engaged in the offer or sale of any security. A report providing a Fitch rating is neither a prospectus nor a substitute for
the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities.
Ratings may be changed, suspended, or withdrawn at anytime for any reason in the sole discretion of Fitch. Fitch does not provide investment
advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market
price, the suitability of any security for a particular investor, or the tax—exempt nature or taxability of payments made in respect to any security.
Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from
US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by
a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from
US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall
not constitute a consent by Fitch to use its name as an expert in connection with any registration statement filed under the United States
securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due
to the relative efficiency of electronic publishing and distribution, Fitch research may be available to electronic subscribers up to three days
earlier than to print subscribers.

Belfius Bank SA/NV
December 2013


http://fitchratings.com/UNDERSTANDINGCREDITRATINGS

