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Profile 

Fortis Bank Nederland (Holding) N.V. is part of Fortis Bank N.V., Brussels, and of Fortis, an 

international financial services provider active in the fields of banking and insurance. With total 

assets of EUR 871 billion and shareholders' equity of EUR 33.0 billion, Fortis is one of the twenty 

largest financial institutions in Europe. With its sound solvency position and broad spread of risk 

and the extensive expertise of its 62,010 staff, Fortis combines global strength with local flexibility 

in providing optimum support to its customers. As at 31 December 2007, Fortis Bank Nederland 

(Holding) N.V. had total assets of EUR 272 billion and 10,003 employees. 

Fortis is committed to develop and strengthen the leading 

position it already holds in its home market, the Benelux 

countries. To achieve its ambitions for European growth, Fortis 

can draw on the expertise acquired in its home market. It is 

also successful in a number of selected activities worldwide, 

putting its expertise and experience to good use in 

bancassurance in several countries in Europe and Asia. 

Sustainable economic growth and social responsibility are the 

basic principles which underpin Fortis' operations. Fortis is 

committed to the welfare of its millions of customers and is 

deeply rooted in the local community. 

Fortis is listed on the Amsterdam, Brussels and Luxembourg 

stock exchanges and has a sponsored ADR programme in the 

United States. 

Fortis Bank Nederland (Holding) N.V. (hereinafter referred to as 

'Fortis Bank Nederland') is the holding company which owns 

100% of Fortis Bank (Nederland) N.V., It was created by the 

merger of three banks, VSB Bank, Generate Bank Nederland 

and MeesPierson, all of which have long and impressive 

histories. 

variety of businesses providing banking and financial services 

in the Netherlands and abroad. Its main activities are retail 

banking, private banking, commercial banking and merchant 

banking. 

Fortis Bank Nederland provides financial services under the 

'Fortis Bank' brand. The private banking operations in the 

Netherlands are conducted under the 'Fortis MeesPierson' 

label. 

Fortis Bank Nederland also encompasses a number of Dutch 

and international units that continue to provide specialist 

financial services under their own names. These include Fortis 

Commercial Finance Holding N.V. (factoring services), NeSBIC 

Groep B.V. (venture capital). International Card Services B.V. 

(card services), ALFAM Holding N.V. (consumer credit), 

Direktbank N.V. (mortgages), Fortis Groenbank B.V. 

(sustainable investments), Fortis Intertrust N.V. (trust services) 

and Fortis Hypotheek Bank N.V. (residential mortgages). 

Fortis Bank Nederland has acquired in 2007 a 33.8% 

investment in RFS Holdings B.V, Amsterdam. RFS Holdings 

B.V. has aquired 99% of ABN AMRO N.V. 

Within the context of Section 403, subsection I, paragraph f, of The acquisition and integration of the selected ABN AMRO 

Book 2 of the Netherlands Civil Code, Fortis Bank Nederland 

has declared itself solely liable for the obligations arising from 

Fortis Bank (Nederland) N.V.'s legal actions. 

Fortis Bank Nederland is the banking division of Fortis Bank 

S.A./N.V. in the Netherlands and is the holding company for a 

businesses will result in a strengthened retail distribution power 

and a large and predictable earnings stream with an overall 

lowered risk profile. During the transition process, spread out 

over the current and next few years, our profile will change 

accordingly. 
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Credit ratings of Fortis 
Bank Nederland (Holding) N.V. 

Long-term Outlook Short-term 

Standard & Poor's ' 

Moody's 2 

Fitch Ratings 

AA-

Aa2 

AA-

Stable 

Stable 

Stable 

A-1 + 

P-1 

F1 + 

1 Standard & Poor's revised the Outlook to Negative on 30 January 2008 
2 Moody's revised the Outlook to Negative on 5 March 2008 
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Objectives 

The cornerstones of the Fortis strategy are to grow our banking and insurance franchise 

profitably and to strengthen our competitive position by focusing on the customer and optimising 

cross-selling. We want to enhance our support functions to increase efficiency and facilitate 

controlled growth. We will concentrate on Europe while pursuing selective growth in Asia and 

North America and intend to roll out our core competences built in Benelux to new markets. 

Smart add-on acquisitions will further accelerate growth. 

The acquisition and integration of the selected ABN AMRO 

businesses will allow us to accelerate our growth strategy, to 

stay true to our mission and to remain one of Europe's most 

dynamic financial services brands. To sustain our growth 

momentum, we will concentrate our management focus, talent 

and capital on selected core competences, enabling us to 

accelerate the rollout of our skills to new markets. 

Fortis Bank Nederland is the banking division of Fortis in the 

Netherlands and is active as a holding company for a variety of 

businesses providing banking and financial services in the 

Netherlands and abroad. Fortis Bank Nederland will continue 

to contribute to this strategy, aided by the acquisition and 

integration of the selected ABN AMRO businesses. 
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Key figures 

2007 2006 2005 Change 07-06 Change 06-05 

Income statement (in EUR million) 

Total income 

Total expenses 

Net profit 

Balance sheet (in EUR million) 

Due from customers 

Customers deposits 

Shareholders' equity 

Total assets 

Assets under management 

Financial measures 

Return on equity 

Cost / income ratio 

Risk-weighted commitments 

T i e r l ratio 

Total capital ratio after profit appropriat ion 

Employees (year-end) 

FTE's 

Net profit per FTE (x EUR 1,000) 

3,626 

(1,925) 

1,296 

130,971 

69,990 

21,763 

272,378 

59,544 

9.4% 

53.1% 

75,850 

30.7% 

11.2% 

10,003 

130 

3,473 

(1,754) 

1,157 

124,038 

63,856 

5,910 

209,749 

35,624 

20.1% 

52.5% 

66,995 

8.6% 

10.9% 

9,949 

116 

3,153 

(1,645) 

1,049 

108,775 

51,618 

5,613 

170,871 

34,448 

22.0% 

54.1% 

63,323 

8.5% 

10.5% 

9,459 

111 

4.4% 

9.7% 

12.0% 

5.6% 

9.6% 

268.2% 

29.9% 

67.1% 

13.2% 

0.5% 

12.1% 

10.1% 

6.9% 

10.3% 

14.0% 

23.7% 

5.3% 

22.8% 

3.4% 

5.8% 

5.2% 

4.5% 
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Geographical split of net profit 

Benelux 

Other 

Other European Countries 

Asia 

2007 2006 2005 

Board structure 

Supervisory Board 

A.M. Kloosterman (Chairman) 
Mrs. I. Brakman 
F.R.J. Dierckx 
B.J.H.S. Feilzer 
Mrs. A.P.M. van der Veer - Vergeer 
H.C.L. Verwilst 
Mrs. H.M. Vletter-Van Dort 

Executive Board 

J.CM. van Rutte (Chairman) 
H.P.F.E. Bos 
F.J. van Lanschot 

Company Secretary 

Mrs. J.G. Bertels 



Nederlands Fotomuseum (Rotterdar 
Fortis is lead sponsor •of the Nederlands Fotomuseum 

•Hi • • 



Report of the Executive Board 
to the shareholders 

We are pleased to present the annual report for the year 2007, including the financial statements 

duly signed by the members of the Executive Board and the Supervisory Board in accordance 

with Article 15 of the Articles of Association. KPMG Accountants N.V. has audited these financial 

statements and their auditors' statement is included on page 41. We recommend that you 

exercise your authority under Article 15 (5) of the Articles of Association by adopting the financial 

statements and thereby also ratifying the activities of the members of the Executive Board 

regarding their management and those of the members of the Supervisory Board regarding their 

supervision for the past year. 

Profit appropriation 
We recommend that the General Meeting of Shareholders add 

the remaining profit of EUR 896 million to the reserves, after 

deduction of the final dividend of EUR 400 million payable to the 

holders of ordinary shares pursuant to Article 19 (3) of the Articles 

of Association. 

Capital 
The authorised share capital as at 31 December 2007 

amounted to EUR 1,176,856,500 divided into 1,853,711 

ordinary shares, 150,000 non-cumulative A preference shares, 

350,000 non-cumulative C preference shares and 2 non-

cumulative B preference shares, all of these shares having a 

nominal value of EUR 500 each. 

Supervisory Board 
On 13 November 2007, Messrs K.A,M. De Boeck, J.M.A. 

Clijsters and P.J.A. Depovere stood down as members of the 

Supervisory Board. Messrs De Boeck and Depovere left the 

Supervisory Board as a consequence of their new positions 

within the ABN AMRO organisation. Mr. Clijsters decided to leave 

Fortis. 

We would like to thank Messrs De Boeck, Clijsters and Depovere 

for their valuable contributions to the development of Fortis Bank 

Nederland. 

As from 1 January 2008, Mr. B.J.H.S. Feilzer joined the 

Supervisory Board. He will chair the Audit Committee. As from 8 

January 2008, Mmes I. Brakman, A.P.M, van der Veer-Vergeer 

and H,M. Vletter-Van Dort joined the Supervisory Board. Their 

appointment as members of the Supervisory Board is a 

consequence of the 'versterkte aanbevelingsrecht' (increased 

advisory rights) of the Works Council. We welcome these new 

members and trust that they will be of great value to the further 

development of Fortis Bank Nederland. 
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Executive Board 
The primary areas of responsibility of the Executive Board members as at 31 December 2007 were as follows: 

J.C.M. van Rutte 
responsible for: 

Chairman of the Executive Board 
Technology, Operations and Process services 
HRM (including Works Council) 
Audit Services 
Finance 
Central risk management 
Facilities and Purchasing 
Legal, Compliance and Investigations 
Tax 
General Secretary 

H.P.F.E. Bos Member of the Executive Board 
responsible for: Commercial & Private Banking and Trust Services 

Corporate Sustainability 
Customer Events 

F.J. van Lanschot Member of the Executive Board (Vice Chairman) 

responsible for: Merchant Banking 

Overall responsibility for Retail Banking is shared by the Executive Board. 

Recent developments 
The acquisition of selected ABN AMRO businesses will lead to an integration process in 2008 and following years that will be 
carefully planned in the interest of our customers and businesses. The timing of the steps to be taken to execute those plans will 
become clearer in the near future as will their impact on our organisation. 

Fortis Bank Nederland agreed on a reallocation of ABN AMRO's Asset Management business in Brazil to Santander. This 
transaction will have a favourable effect on the core equity of Fortis Bank Nederland estimated at EUR 0.2 billion (through reversal of 
goodwill to be deducted in the future) and will not have a material impact on risk-weighted commitments. 

Next to the transactions and signing of memorandum of understanding mentioned above, Fortis Bank Nederland is engaged in 
another transaction that will, when closed, further strengthen its solvency. This envisaged transaction is fully in line with the already 
communicated strategy and vision regarding the development of Fortis Bank Nederland businesses and markets. 

Appreciation 
The bank's results in 2007 were more than excellent, due to our continued focus on high standards of service for our highly valued 
and rapidly increasing customer base. 

In every organisation, and especially in a service company such as our bank, both customer satisfaction and company results are 
largely the product of staff commitment and expertise. On behalf of the Executive Board and the Supervisory Board, we take this 
opportunity to express our appreciation to our staff for their dedication and hard work. 

Amsterdam, 3 April 2008 

Executive Board 

J.C.M. van Rutte, Chairman H.P.F.E. Bos F.J. van Lanschot 

^g 
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Report of the Executive Board for 2007 
The figures presented in this report are derived from the consolidated financial statements of 

Fortis Bank Nederland (Holding) N.V. prepared in accordance with IFRS as adopted by the EU. 

Highlights in 2007 
• Net profit of 1,296 million 

• 33.8% participation in RFS Holdings B.V, which acquired ABN AMRO Holding N.V. 

• Realised gains on sale of office buildings 

• Lower results on ALM derivatives not included in the macro hedge 

• Limited impact of the credit market turmoil 

Results 
Fortis Bank Nederland (Holding) N.V.'s profit was 12% higher in 2007 at 1,296 million (2006: EUR 1,157 million) 

Consolidated income statement 
Table: breakdown of net profit in 2007, 2006 and 2005 

Income 

Interest income 

Interest expense 

Net Interest income 

Fee and commission income 

Fee and commission expense 

Net fee and commission income 

Dividend and other investment income 

Share in result of associates and joint ventures 

Realised capital gains (losses) on investments 

Other realised and unrealised gains and losses 

Other income 

Total income 

2007 

19,169 

(17,634) 

1,535 

1,168 

(242) 

926 

37 

190 

126 

587 

225 

2006 2005 

13,532 

12,075) 

1,457 

957 

(111) 

846 

20 

10 

97 

884 

159 

8,893 

(7,283) 

1,610 

852 

(104) 

748 

48 

32 

161 

487 

67 

3,626 3,473 3,153 

Change in impairments 

Net revenues 

( 4 1 ) 

3,585 

(70) 

3,403 

( 6 2 ) 

3,091 

Expenses 

Staff expenses 

Other expenses 

Depreciation and amortisation of tangible and intangible assets 

Total expenses 

Profit before taxation 

Income tax expense 

Net profit for the period 

Net profit attributable to minority interests 

Net profit attributable to shareholders 

(955) 

(910) 

(60) 

(1,925) 

1,660 

(346) 

(848) 

(843) 

(63) 

(1,754) 

1,649 

(472) 

(923) 

(664) 

(58) 

(1,645) 

1,446 

(377) 

1,314 

18 

1,177 

20 

1,069 

20 

1,296 1,157 1,049 
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Fortis Bank Nederland is relatively little effected by the recent financial markets turmoil due to the liquidity and subprime crisis. Fortis 

Bank Nederland holds no direct investments in subprime mortgage related products. The limited effect of the credit market turmoil 

relates to a more expensive funding than anticipated. 

Net interest income increased by EUR 78 million to EUR 1,535 

million. Apart from the financing costs related to ABN AMRO, Net 

interest income developed favourably especially in Merchant & 

Private Banking (in part in relation to a decrease in Other realised 

and unrealised gains & losses). The Net interest income was 

further impacted by a lower level of penalty fees received in 2007, 

this was offset by the penalty fees of EUR 86 million paid in 2006 

by FBN subsidiary Fortis Hypotheek Bank to Fortis Finance. 

Share in result of associates and joint ventures was EUR 

180 million higher at EUR 190 million. This result is in large part 

attributable to the Share in result RFS Holdings from 17 October 

2007 onwards, associated with our selected stake in ABN 

AMRO's businesses. 

Realised capital gains on investments were EUR 29 million 

higher at EUR 126 million. In 2007 EUR 65 million in gains were 

realised on sale of office buildings. The further gains were made 

on sale of shares, amongst others on shares KAS BANK N.V. 

The result in 2006 consisted primarily of a gain on Euronext 

shares in February 2006 

Other realised & unrealised gains and losses were 

EUR 297 million lower at EUR 587 million. This decrease was due 

to lower results on Merchant Banking's equity investments and 

securities financing activities, offset by an increase in Net interest 

income related to these activities. Furthermore lower results on 

derivatives which were not included in the macro hedge. 

Other income increased by EUR 66 million to EUR 225 million in 

2007. This increase was amongst others driven by the sale of fund 

activities. 

Change in provisions for impairments amounted to EUR 41 

million, down from EUR 70 million in 2006. This development was 

driven by releases in 2007. In view of recent economic 

developments and a peer analysis, it was considered necessary to 

challenge current Fortis procedures concerning IBNR. This led to 

review of the incubation period from 9 months to 6 months 

resulting in a release of the existing IBNR-provision (Incurred But 

Not Reported). 

Staff expenses increased by EUR 107 million to EUR 955 million. 

This increase was driven by wage drift and higher staff numbers. In 

2006 EUR 33 million was released from the provision for employer's 

contribution to the healthcare costs of retired personnel. 

Fortis Bank Nederland (Holding) N.V. employed 10,003 ful l - t ime 

equivalents at year-end 2007, up from 9,949 at year-end 2006. 

Other expenses increased by EUR 67 million to EUR 910 million. 

In 2007 expenses on External staff increased compared to 2006. 

Income tax expenses amounted to EUR 346 million in 2007, 

corresponding with an effective tax rate of 20.8% (in 2006: 28.6%). 

The lower effective tax rate was mainly driven by a lower domestic 

tax rate and the inclusion of the Share in result in RFS Holdings. 

Net commiss ions & fees amounted to EUR 926 million. The 

improvement of EUR 80 million compared to 2006 is in large part 

attributable to Merchant Banking activities, in part aided by 

structured finance fees related to the acquisition of ABN AMRO. 

Retail Banking Other Banking 3 

Income 

Cost 

Net Profit 

Cost-Income Ratio 

Contribution to Net profit 

FTE's 

2007 

753 

-546 

176 

73% 

13% 

2,344 

2006 

1,081 

-583 

309 

54% 

27% 

2,439 

2005 

704 

-590 

80 

84% 

8% 

2,331 

Merchant Banking and Private Banking 

Income 

Cost 

Net Profit 

Cost-Income Ratio 

Contribution to Net profit 

FTE's 

2007 

2,167 

-984 

953 

45% 

74% 

5,146 

2006 

2,121 

-1,002 

843 

47% 

73% 

5,026 

2005 

1,720 

-978 

596 

57% 

57% 

4,621 

Income 

Cost 

Net Profit 

Cost-Income Ratio 

Contribution to Net profit 

FTE's 

2007 

665 

-395 

167 

59% 

13% 

2,513 

2006 

199 

-169 

5 

85% 

0% 

2,484 

2005 

667 

-77 

373 

12% 

35% 

2,507 

Total 

Income 

Cost 

Net Profit 

Cost-Income Ratio 

FTE'S 

2007 

3,585 

-1,925 

1,296 

54% 

10,003 

2006 

3,403 

-1,754 

1,157 

52% 

9,949 

2005 

3,091 

-1,645 

1,049 

53% 

9,459 

' In the section Other Banking are reported balance sheet items, revenues and costs for support functions, operations, Asset and Liability Management 
and Fortis Hypotheek Bank. The figures are those after allocations to the commercial segments. 



Structure of Fortis Bank 

Within the Fortis group, Fortis Bank operates worldwide through client-focused businesses: Retail 

Banking and Merchant & Private Banking. Each business comprises several business lines. 

The coordination of Fortis' various banking activities in the The principal operations of the various businesses within Fortis 

Netherlands is the responsibility of the Executive Board of Bank Nederland in 2007 are summarised on the following 

Fortis Bank Nederland. To enable the Executive Board to pages, 

perform this task, the members of the Executive Board are also 

members of the respective cross-border management teams 

of the businesses and corporate departments. 
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Retail Banking 

Retail Banking Netherlands is the distribution channel for Fortis' retail banking activities in 

the Netherlands. Retail Banking serves mass retail and mass affluent consumers and the 

small enterprises and professionals (SE&P) market. It offers a full range of banking products 

and services, ranging from daily banking and savings/investments accounts to mortgages 

and insurance. Retail Banking pursues a differentiated customer approach and multi-access 

distribution strategy. 

The mission of Retail Banking Netherlands is to build a profitable and solid business by offering 

outstanding service to its customers. To this end Retail Banking pursues four main growth 

initiatives: expansion of the active client base, development of remote channels, increase in share 

of wallet per client and improvement in service quality. 

Key developments in 2007 
Retail Banking strives to offer its clients a seamless multi

channel experience. The development of an integrated range 

of fully customer-centric distribution channels was given a 

boost with the launch of our revamped website: 

www.fortisbank.nl. Apart from an up-to-date look and feel, the 

website features a notably customer focused design, enabling 

customers to find the information they are looking for more 

quickly. Other features are the enhanced versatility of the 

integrated online banking module and a number of new online 

advice, self-buy and self-service tools such as purchasing a 

car insurance. The online investment platform has been 

extended by the provision of tools for portfolio simulations and 

analysis. The online banking functionality was also extended by 

the provision of differentiated content and tools for 

entrepreneurs and professionals. 

Two of the most notable developments at our Contact Centre 

were the successful rollout of a new agenda planning tool and 

the introduction of full service mortgage advice with closure by 

telephone. The new agenda tool enables customers to call and 

immediately plan a meeting at any branch office through the 

use of one central number, available 24/7. The introduction of 

a customer satisfaction dashboard facilitates the registration 

and evaluation of customer feedback at the level of individual 

agents as well as at higher levels. 

The accessibility and visibility of our ATM network were 

significantly enhanced by the introduction of ATMs in several 

third party retail outlets. A program, rolled out as a part of our 

customer experience strategy, resulted in significantly 

increased operational availability at our on and off premises 

ATMs, 

The rollout of an internal sales effectiveness program led to a 

significant increase in both face-to-face customer contact and 

revenues per account manager. The program helps local 

commercial staff to effectively manage the sales channel by 

focusing on the immediate customer needs. The increasingly 

pro-active attitude of our sales staff has had a direct and 

clearly positive effect on our share of wallet and, more 

importantly, on the satisfaction levels of customers. 

A new range of three daily banking bundles was introduced to 

simplify customers' product offerings and to generate a more 

satisfactory level of profitability in this area. Several new 

mortgages and savings accounts were introduced, focusing on 

the needs of specific customer sub-segments. The savings 

portfolio showed a clear upward movement, marking a reversal 

of the previous trend. Assets under management also showed 

a significant increase. 

http://www.fortisbank.nl
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An integrated package of enhancements, expansion of product 

offerings, differentiation of credit acceptance guidelines, online 

banking tools and customer relationship management were 

introduced to strengthen our position in the small enterprises 

and professionals market (SE&P), The package also features 

the introduction of micro-credits for small-sized business start

ups. The successful two-tier approach of serving both the 

business interests and the personal interests of entrepreneurs 

was further continued. Preliminary data indicate that SE&P was 

on track to meeting its overall targets for 2007, pointing 

towards especially strong growth in credits and mortgages, 

A new system of customer satisfaction measurement was 

introduced, known as 'net promoter score'. The changes focus 

on monitoring satisfaction at levels that correspond with a high 

probability of customers actually recommending Fortis to 

friends and colleagues. 

A corporate programme to raise personal health awareness 

among employees was launched. The program offers lifestyle 

information through a variety of online and offline media on 

such topics as physical exercise and nutritional habits and also 

provides regular health-enhancing activities, such as group 

lunch hour exercises. 

centric approach will be developed along the touch points of 

behaviour, product/service offerings and systems/processes. 

Continuous customer feedback and customer dialogue are at 

the heart of this approach, the creation of a truly customer-

centric organisation and culture being the ultimate objective. 

Differentiating our service offerings and delivery to the 

changing needs of our customers will be our core competence 

as a bank. 

The measurement of customer satisfaction by the 'net 

promoter score' instrument will be expanded to the level of 

clusters of branch offices. Access to products and services 

without the need to visit a branch office will be further 

expanded. Online access and product closure by customers 

will be introduced within online banking. Investing customers 

will also have online access to their investment accounts. 

The initial steps will be taken to integrate ABN AMRO Business 

Unit Netherlands' retail and SE&P activities into Retail Banking 

Netherlands, pending approval of Fortis' integration proposals 

by the Dutch financial regulators. The integration process is 

expected to be completed by 2010. 

The performance management process and encouragement of 

personal development were further strengthened with the 

digitalisation of individual performance plans and the 

formalisation of periodical performance evaluations and of 

personal development plans. 

Focus in 2008 
Generating significantly higher levels of customer satisfaction 

will remain fundamental to our strategy in 2008 and beyond. 

Enhanced customer satisfaction is essential in terms of 

motivating our customers to do more business with Fortis and 

to actively promote our services among family and peers. 

Enhanced customer satisfaction levels are also critical in terms 

of meeting our objective of becoming the preferred bank for 

the mass affluent consumer market. An integrated customer-

The mission of Retail Banking Netherlands 

is to build a profitable and solid business 

by offering outstanding service to its 

customers. 
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Merchant & Private Banking 

Merchant Banking 

Business profile 
Merchant Banking is the international wholesale bank within the 

Fortis organisation. It provides tailored financial services, to large 

international companies and institutional clients based in the 

Benelux region and elsewhere in Europe, and in selected areas of 

North America and Asia, Merchant Banking offers a full range of 

banking services, including treasury, fixed income, equities 

(including derivatives and structured products), corporate 

finance, capital markets, cash management, asset financing, 

project finance, private equity and structured credits. It is also a 

specialist in fund administration, global custody, securities 

lending and clearing services. 

Our clients will be able to benefit from Business Centres in 20 

countries. The global relationship manager will take care of all 

international businesses. We aim to be the employer of choice for 

first class professionals and top graduates. 

Our specialized Health Care and Public Sector teams will create 

distinctive customer value through relationship driven banking 

and delivering innovative solutions. Health Care will focus on 

becoming the market leader in the Netherlands, Public Sector 

strives to be a top 3 player for education, social housing and in 

the varia market. 

Corporate & Public Banking 

Key developments in 2007 
Corporate & Public Banking is responsible for the global 

relationship management of corporate and public sector clients. 

Our knowledgeable and experienced bankers have the expertise 

to provide top-ranking financial support in all industries. Close 

cooperation across all business lines has further enhanced cross 

selling both geographically and in terms of products and skills, 

Fortis' quality is recognized by being ranked number 1 in quality 

of relationship management in a notable 2007 Large Corporate 

Banking survey. 

Focus in 2008 
The combined strength of Fortis' and ABN AMRO's corporate 

banking activities will allow us to become the natural successor 

to ABN AMRO and be the number 1 leading bank in the 

foreseeable future. We will focus on mid-sized and large 

corporates and organize our operations to benefit optimally of 

the joining of forces. We are committed to be the strategic 

partner to our corporate clients through all the economic cycles 

by providing in-depth knowledge of markets and sectors as well 

as understanding the companies strategic and financial needs. 

Our focus is to maintain high client satisfaction by providing 

operational excellence, efficiency and enhancing of services to 

clients. We invest in long-term relationships by providing real 

knowledge of the business and tailor made services based on 

the clients' ambitions. 

Energy, Commodities & Transportation (ECT) 

Energy, Commodities & Transportation is a high growth business 

line within Merchant Banking that offers a full range of integrated 

and innovative solutions to companies in the energy, 

commodities and transportation industries, by combining in-

depth industry knowledge with a wide range of customised 

products. 500 professionals, working out of 23 offices worldwide, 

are driven by the ambition to be part of the world's best ECT 

bank. 

Energy, Commodities & Transportation 

(ECT) offers financial solutions to three 

industry sectors in which we have a strong 

regional or global leadership position. 
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Key developments in 2007 
Fortis continued its position as top 5 player in Oil & Gas in North 

America and top 3 player in the market for Floating Production 

Storage & Offloading systems (FPSO's). 

Building upon the niche positions in sub-industries 

Effective risk-return management 

Increase existing focus on social and environmental 

responsibility. 

Fortis strengthened its position in the energy markets world-wide 

in general and in particular in the upstream oil & gas industry, 

offshore services and in renewable energy. In 2007 Fortis again 

topped the New Energy Finance League Tables for syndicated 

financing of renewable energy projects. Fortis was named a 

'clear leader in the space of clean energy financing'. 

Increased focus on clients in joint cooperation with other Fortis 

services resulted in more products being delivered to our existing 

client base. The active cooperation between the newly acquired 

Fortis Energy Marketing & Trading (FEMT) and the various Energy 

teams around the world resulted in interesting transactions 

concluded and added to the overall service capabilities to Fortis' 

energy clients. 

Fortis became the Best Soft Commodity Finance Bank in the 

Trade and Forfaiting Review and is considered the top 3 bank in 

commodities worldwide. 

The year 2007 was again a year of growing volumes and market 

shares for commodities. Rising commodity prices in energy, 

agricultural and certain sectors of metals did support this trend. 

Markets continued to be very competitive where Commodities 

has been able to further expand the product range sold to their 

clients. As a result of the positive developments in the 

commodity markets over the last couple of years. Commodities 

have been able to grow with their client's base, 

Fortis has continued to build upon the reputation it has 

developed as one of the world's leading international transport 

financiers. Fortis has once again made significant leaps in world 

standings, jumping from number 9 on the ship finance MLA 

league tables in 2006 to number 5 in 2007. Fortis' position as a 

leading corporate financier was also recognised in 2007 with the 

Lloyd's Shipping Economist award for "Shipping Finance Advisor 

of the Year". 

Significant progress was also made in 2007 in building its profile 

as an offshore and oilfield services specialist and established a 

team focussed on supporting the LNG shipping industry. 

Focus in 2008 
• Focus on an integrated service offering by the three industry 

groups 

• Deliver added-value products to our energy, commodity and 

transportation clients 

• Expanding ECT teams in existing and new locations (e.g. 

Australia and Japan) 

Global Markets 

Global Markets provides innovative, comprehensive, tailored and 

integrated solutions to meet the financing, investing and hedging 

needs of our clients. Our services are offered through direct sales 

contacts and electronic platforms such as the single client 

platform ForPro, We offer seamless 24-hour coverage through 

our network around the globe. We are present in 25 countries 

across Europe, America and Asia. We are committed to 

providing our clients with the products they need in the areas of 

foreign exchange, rates, structured products, securities 

financing, currency management, investment products, equities, 

energy and carbon. 

Key developments in 2007 
With offices in Europe, the US, Hong Kong and Singapore, we 

are the first bank in the world to offer a Carbon Banking service 

24 hours a day, seven days a week. More than 20 Fortis staff are 

involved world-wide in the Carbon Banking activity. In 2007, this 

has enabled Fortis to participate in the largest and most 

innovative global carbon deals, to be a market maker on the 

European Climate Exchange, and to close more than 20,000 

carbon deals. Our carbon banking activities have come a long 

way since their launch back in 2003. Fortis is now recognised as 

a leader in the European trading market in emission allowances 

and in the Kyoto market in Certified Emission Reductions. We 

boast ample experience and an excellent track record both as a 

proprietary trader and as an execution trader on behalf of over 

250 counterparties. With the expertise to deliver added value, we 

offer our customers a range of greenhouse gas solutions, 

including administrative settlement of carbon transactions, 

trading, finance, fund, clearing and escrow services. 

Focus in 2008 
Our main focus in 2008 will be in the following areas: 

• Securities Financing, still a niche business with upward 

potential 

• Structured Products (including equity derivatives) 

• Forex & Rates (including interest rate exotic derivatives) 

• Energy and Commodities. 
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Clearing, Funds & Custody 

Clearing, Funds & Custody offers high-value financial services in 

the areas of custody, clearing, fund administration and financing 

that support financial professionals in their trading and 

investment activities. 

Key developments in 2007 
The Global Securities & Financing Group expanded its bond repo 

business globally by strengthening its teams in Asia and the 

Americas, capturing a greater share of the securities financing 

business in those regions and laying the foundation for future 

growth. 

In Clearing, we expanded our market access capabilities in 

Europe, the US and the Asian/Pacific region, giving traders 

worldwide exchange connectivity in a straight-through-

processing environment. We have become a general clearing 

participant in the pioneering new European Multilateral Trading 

Facility, Chi-X, and we provide central counterparty services 

through the European Multilateral Clearing Facility. This market 

adds to the list of over 60 exchanges worldwide on which we 

offer clearing services to our customers. This initiative, plus our 

efforts to reduce post-trade costs for clients, earned us the 'Best 

at Investor Services in Western Europe' award from Euromoney, 

Building on our success in the Netherlands and Belgium, we are 

expanding in France and Germany with our broker-custody 

services. In July 2007, Brokerage, Clearing & Custody was proud 

to receive SAS 70 Type II certification, an internationally 

recognised auditing standard. 

Prime Fund Solutions enjoyed healthy growth in the Western 

Hemisphere. We extended our services to an additional 16 

investment management firms, including several top name 

players. Despite the market turmoil, assets under administration/ 

custody grew by 34% to more than USD 400 billion. We provide 

a highly regarded value chain of services - true 24/7 service 

provision in 17 locations - that has a direct impact on the 

performance of our clients' funds. During the year we expanded 

our alternative fund platform to service our clients in 

Luxembourg, Prime Fund Solutions received SAS 70 Type I 

certification in 2007. We also received the 'Hedge Fund 

Administrator of the Year' award for our strategy, leadership and 

attention to detail. 

Clearing, Funds & Custody played a key role as an exchange 

agent for the consortium's EUR 72 billion tender for the 

acquisition of ABN AMRO. This underlines our operational 

excellence in supporting one of the biggest takeovers ever in the 

financial industry. 

Focus in 2008 
Our main areas of focus in 2008 will be to: 

• increase trading capabilities by widening our product range, 

• provide prime brokerage services, 

• expand into the onshore funds market in the USA, and 

• capitalise on the acquisition of ABN AMRO. 

Acquisition & Leveraged Finance 

Acquisition and Leveraged Finance (ALF) is an important and 

active player in the European leveraged finance market. The 

focus is to provide tailor-made debt financing solutions for 

financial sponsors and bank clients for their LBOs, MBOs, 

corporate take-overs and recaps following strategic corporate 

events. ALF has teams operating out of Brussels, Rotterdam, 

Paris, London, Madrid, New York, Milan, Frankfurt and Istanbul. 

Key developments in 2007 
In 2007 ALF had a record year in terms of lead roles in LBO 

financing, revenues and fee income, confirming the market's 

recognition of Fortis as one of the leading mid-cap players in the 

European LBO market. Important transactions led by ALF 

included Dockwise (UK/NL), Joris Ide (Belgium), Marco Aldany 

(Spain), Targetti (Italy), Nedschroef (Netherlands) and Karavel 

(France), Following our proactive risk monitoring approach, we 

further increased our portfolio management capacity, A 

dedicated pan-European leveraged finance syndication unit was 

created. 

Focus in 2008 
In 2008 we will focus on the further roll out of our pan-European 

ALF network, which currently operates in 9 countries, and on a 

significant increase in the number of lead arranging mandates. 

Investment Banking Netherlands 

Investment Banking Netherlands' goal is to become the obvious 

partner for the Dutch mid-market and corporate client segment, 

being perceived as the natural successor to ABN AMRO in the 

Netherlands. 

Key developments in 2007 
Investment Banking delivered excellent results in 2007, not only 

in absolute terms but also in terms of commercial cross sell to 

clients. The visibility of our deals increased the profile of the 

Investment bank in the Dutch market, and we are receiving great 

acclaim for the quality of our work. 
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Focus in 2008 
At the top of our agenda for 2008 are the preparation for and the 

execution of the integration of ABN AMRO, summarised as 

follows for the various businesses: 

• Acquisition & Leveraged Finance (ALF) NL: Ensure that ABN 

AMRO and Fortis together are more than the sum of the 

parts, by: 

- Establish a dominant position in the Dutch Leveraged Buy 

Out arena with focus on (I) credit quality of deals, (II) risk/ 

return and (III) senior positions in the mid-market ( 25 - 500 

million total debt) 

- Further strengthening of relationships with key Financial 

Sponsors through the one-stop shop concept and value-

added propositions; 

- Continuing our role as centre of expertise and booking for all 

strategic event-financing solutions 

• Corporate Finance & Capital Markets (CFCM) NL: Become a 

top player, by 2011, in the mid-market (i.e. in transactions up 

to EUR 1 billion enterprise value). Currently we are already 

number one in Equity Capital Markets (2007). In M&A, where 

we already have a good position in the mid-market, we aim to 

be the natural partner for Dutch large cap Corporate Finance 

transactions and to be the natural domestic partner for 

international investment banks in Equity Capital Markets 

transactions (particularly the larger ones). Retail placement 

capabilities in the whole of the Benelux would be an extra 

trump card. 

• Export & Project Finance NL (GEPF): Maintain our position as 

a leading player in the Dutch Public Private Partnerships 

Market. GEPF seeks to reinforce its leading position in the 

Dutch Export Finance Market due to a larger client base and 

to continue its role as a centre of expertise for Export & 

Project Finance solutions. 

• Private Equity NL (FPE): Leverage Fortis' increased foothold 

and visibility in the Netherlands to achieve strong growth 

through selected investments in companies which are active 

in the small and mid market segments. 

• Principal Finance NL (EPF): is responsible for the world-wide 

coverage of transportation equipment leasing companies and 

the container shipping industry. EPF operates on a 

relationship driven basis, focusing on developing long term 

relationships with quality clients active in the aviation, rail and 

container sectors. 

• Real Estate Finance Group (REFG) NL: Accelerate the 

ambition to achieve the number 2 position in the Dutch RE 

Finance market (initial target 2011), based on the larger client 

base (including ABN AMRO) and sales team. REFG's focus 

will continue to be on professional RE investors and 

developers within the Fortis-wide agreed RE client cut-off 

criteria with REFG NL ensuring client coverage. Key levers 

include capitalizing on the joint RE base in the context of 

CMBS initiatives (joint venture with Global Markets), providing 

a full range of solutions (including co-investments, 

securitisation and syndication). 

Structured Finance NL: the acquisition of ABN AMRO does 

result in a significant increase in tax capacity in the 

Netherlands providing increased opportunities for principal tax 

capacity transactions and origination of arranger business. 

Global Export & Project Finance 

Global Export & Project Finance (GEPF), which is part of Fortis 

Investment Banking, is Fortis Bank's competence centre for 

export and project finance transactions (including PPP/ 

Infrastructure and mining project finance). With a fully integrated 

team of about 120 professionals, GEPF operates out of 15 

countries Belgium (HQ), China, the Czech Republic, Dubai, 

France, Germany, Italy, Japan, Singapore, Spain, Sweden, the 

Netherlands, Turkey, the United Kingdom and the USA. In 

addition, its activities are further supported by Fortis' 

Representative Offices in China, Mexico, Vietnam (Hanoi & Ho 

Chi Minh City), Algeria, Brazil, Indonesia, India, the Philippines, 

South Africa and South Korea. 

Key Developments in 2007 
2007 was another year of significant investment, and this 

enabled GEPF to expand its worldwide presence (to include 

Shanghai and Tokyo) and to reinforce its teams in existing 

locations. This investment also generated strong revenue growth. 

Furthermore, Fortis' know how in terms of structuring the 

financing of important projects worldwide as well as financing 

exports of capital goods to emerging markets is recognized by 

its core clients and peers, and this resulted in several "Deal of the 

Year" awards for its role of Mandated Lead Arranger in these 

transactions. Strong leading positions have been developed in 

niche markets, such as Ghana, Angola, Turkey, Chile and 

Indonesia. 

Focus in 2008 
In 2008 GEPF will continue to build upon its leading positions in 

niche markets by focusing on providing high level integrated 

structured finance services to Fortis' core clients. 
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Commercial Banking 

Commercial Banking aspires to be the partner of choice for European-oriented medium-sized 

enterprises by offering value-added solutions through a cohesive network of Business Centres. 

Fortis provides companies with access to a unique integrated network of around 125 Business 

Centres located throughout Europe and Asia, enabling them to manage all their financial services 

internationally through one single contact - their Global Relationship Manager - who brings 

together all of Fortis' expertise and provides specialist, tailor-made solutions. Through this single 

point of contact, the 'Act as One' approach offers customers throughout Europe a consistent 

level of service and a consistent palette of cross-border products, services and specialisms. 

Financial services for medium-sized, internationally active companies are a growing and profitable market. 

Commercial Banking has been focusing on this segment for several years now, giving us a first-mover advantage 

thanks to our unique cross-border approach, our integrated skills and our European and Asian network. Our 

competitors - still largely organised on a country basis - are only just embarking on the cross-border integration that 

the market demands. Our broad range of services, reinforced by selective acquisitions and the expansion of our 

Business Centre network, generates more frequent and more sophisticated deals, demonstrating our ability to 

combine solutions that appropriately address the needs of our customers. 

Key developments in 2007 
In the Netherlands, Commercial Banking has generated 
revenue growth through intensive cross-selling and by 
attracting new clients using our 'Bank of the Year 2006' 
awarded service concept. The sales process FINE was 
implemented in order to increase focus and ensure that 
commercial efforts are directed effectively at our clients' and 
prospects' needs. FINE is an integrated process implemented 
throughout the organisation. It ensures our people focus on 
'doing the right thing', with support tools 'making it easy to do 
the right thing', and it is integrated into the performance 
management and incentives program to provide 'reward for 
doing the right thing'. Project Magnum, a project undertaken 
jointly by Commercial Banking and Global Markets, was 
launched in the Netherlands, Magnum improves our clients' 
awareness of risk and liquidity solutions and has resulted in an 
increase in revenues from derivatives. Our Enterprise & 
Entrepreneur concept, developed jointly with Private Banking, 
strengthened relationships with our mutual clients and 

attracted new business owners looking for an integrated 
approach. Various projects were launched to streamline our 
credit origination processes and to further decrease time-
spans between the application and implementation of financial 
solutions for our clients. We also invested in upgrading and 
reviewing our risk management procedures. Furthermore, 
compliance remained a highly important area of focus during 
2007. Various initiatives were undertaken to embed 
Compliance into every department of the organisation. 

Focus in 2008 
The objective for 2008 is to further leverage our growth 
potential by strengthening our focus on added-value solutions 
for our clients and prospects using the FINE sales process. As 
from 2008, FINE has been linked to a coordinated actions & 
events program. This creates windows of opportunity by 
matching our solutions with the financial issues enterprises 
encounter at the right moment during the year. In order to 
further embed focus, customer centricity and responsiveness 
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towards our new and existing clients. Commercial Banking has 
embarked on a new modular training program for employees at 
all levels within the sales force. Our integrated pan-European 
network of Business Centres is expanding rapidly. This creates 
new opportunities to apply our unique 'Act as One' concept for 
servicing international companies both in the Netherlands and 

abroad. Also, our extensive industry experience in Global Horti 
Business, International Trade, Transport & Logistics, Inland 
Shipping and Fashion continue to be growth platforms for 
2008. Compliance will continue to be an increasingly important 
theme, which will require constant attention from management 
and employees. 

fashion 
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Private Banking 

Fortis Private Banking aims to be an integrated international Private Bank, with a broad service 

offering and harmonised cross-border focus, dedicated to (Ultra) High Net Worth clients in 

selected countries. Business owners are the most important source of wealth creation and, 

consequently, within Merchant & Private Banking, the Private Banking and Commercial Banking 

business units have joined forces to offer services to both enterprises and entrepreneurs alike. 

Fortis Private Banking aims to be the Service Provider of Choice for (Ultra) High Net Worth 

clients. Fortis focuses on establishing long-term relationships built on an in-depth understanding 

of each client's needs and goals. Fortis offers integrated services for asset & liability management 

by combining all the skills necessary to address specific needs, be it wealth preservation, income 

optimisation, capital growth or entrepreneurial needs. To this end, our relationship managers 

draw on the in-house expertise of specialists in structuring wealth, including estate planning, 

investing, financing and insurance. It is this differentiating service model that distinguishes Fortis 

Private Banking. The integrated client relationship model is supported by one global operating 

model. The integrated models ensure that clients receive the same high quality of service and 

attention, wherever they are in the world. 

Key developments in 2007 
Fortis' private banking business is ranked among the top 15 
private bankers in the world and 3rd in Western Europe. In 
2007, Private Banking strengthened its service offering by 
further focusing on its concept of using the 'best brains in the 
business'. Primary research with respect to fund selection was 
outsourced to Standard & Poor's, following the outsourcing of 
large cap research earlier in 2006. In addition, the global 
investment process was reengineered to facilitate full client 
focus. Further steps were taken in the development of new 
products and services dedicated to entrepreneurs. A sales 
effectiveness model was introduced, which improved 
commercial steering and enables our relationship managers to 
service their clients even better. 
We launched an advertising campaign in the Netherlands and 
abroad with the central theme of 'best brains in the business'. 
In 2007, the implementation of the MiFID regulations involved 

us in a substantial programme to bring the organisation into 
compliance and the project was concluded successfully. Sales 
staff were given training not only with respect to MiFID, but 
also with regard to ensuring compliance with the new Financial 
Supervision Act as from 1 January 2007. In the area of 
processes and systems, further steps were taken in 
preparation for the rollout of a new system scheduled for 
December 2008. 

Focus in 2008 
The anticipated combination of Private Banking with the newly 
acquired businesses of ABN AMRO Bank creates a top 3 
European Private Bank and a solid base for growth in selected 
European countries. In Business Operations, we will exploit 
economies of scale and leverage investments in platforms and 
products. The scale of the business will facilitate a strict focus 



on our (Ultra) High Net Worth client segment. A substantial 
number of revenue synergies have already been identified. The 
target cost/income ratio lies in the range of 60-65. We will 
leverage best practice in the Private Banking service offering 
and further benefit from cross-selling opportunities within 
Fortis. 
Given these initiatives, the combination will be an important 
catalyst for new developments in Private Banking. However, 

'business as usual' is not to be disrupted and client focus will 
remain at the core of our business. Without compromising our 
ongoing service offerings for traditional ciients, the service 
offerings to entrepreneurs will continue to be an important 
focus point. Internal cooperation with the merchant banking, 
trust and other businesses will be further developed. In 
addition, system development will continue as planned to 
support our global integrated Operating Model, with an 
important milestone set for the Netherlands in December 2008. 
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Fortis Intertrust 

Fortis Intertrust, part of the Merchant Banking business line, is a corporate & private wealth 

service provider. Fortis Intertrust structures assets and capital on a global basis for professional, 

business, fiscal or legal purposes. Many, mainly large, international companies structure their 

activities through countries such as the Netherlands. Fortis Intertrust is a true reflection of 

the global economy. With its headquarters in Geneva and a staff of some 1,000 people in 23 

countries, Fortis Intertrust is one of the leaders in the industry. 

The strategy of Fortis Intertrust Netherlands is to be the Quality Leader in the business, achieved 

through continuous improvement and innovation for the benefit of clients, intermediaries, 

Fortis and employees. This ambition can only be achieved and maintained if the staff and the 

processes are of the highest possible quality. Fortis Intertrust Netherlands has initiated and 

completed various projects in 2007 in support of this objective. 

Key developments in 2007 
2007 was a tremendous year for Fortis Intertrust Netherlands. 
While the main focus was on the operational and quality side of 
the business, the commercial side also flourished as never 
before. 

In July 2007, Fortis Intertrust Netherlands was granted a SAS-
70 type I statement covering its entire organisation, the first 
provider of corporate and private wealth services in the 
Netherlands to achieve this. 

An extensive compliance review project has been undertaken 
for all client acceptance files with a view to establishing full 
compliance with the Dutch Supervision of Trust Offices Act. 
The focus on excellence in compliance has been very well 
received and has led to an increased inflow of clients from the 
high end of the market. 

Focus in 2008 
The strategy of Quality Leadership as described above will be 
maintained and further developed. The focus will be on 
delivering top quality service to clients. The SAS-70 type II 
statement is expected to be issued in early 2008. which further 
underlines our high quality standards. 

Cross-servicing with other Fortis business lines will be further 
intensified, reflecting the increasing requests from clients for 
integrated services and solutions. The company's innovative 
character will be enhanced by developing new services and 
products, all meeting the high quality standards rightfully 
expected by our clients. 

Fortis Intertrust Netherlands has created its own in-house 
education institution, the Fortis Intertrust Academy. To equip 
them with the knowledge they need to perform their 
responsibilities properly, the training provides recent joiners 
with up to eleven modules covering the various elements of the 
business. The Fortis Intertrust Academy issues an officially-
certified Further Education diploma. 
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Sustainability 

Fortis believes that every business has an obligation to address issues that impact society as a 

whole. And our actions bear out that conviction. We have a proud history of running our business 

in a socially responsible manner and of making a difference in the communities we serve. Our 

commitment to corporate social responsibility continues to develop and strengthen year by year. 

CSR: two dimensions 
There are two dimensions to the way Fortis approaches corporate social responsibility. The first is Sustainable 

development, which we define as growing our business in a socially and environmentally responsible way, while 

simultaneously meeting the legitimate interests of our stakeholders. The second dimension is Community involvement. 

This means taking an active role and responsibility in helping local communities achieve their ambitions. We do this 

through a combination of philanthropy and volunteer work. Our Fortis Foundations are the primary drivers of this 

commitment. We are fully committed to embedding both these dimensions in our core business and in the way we 

organise our company. 

We are more convinced than ever of the business case for 

CSR. Over the years we have learned that looking at our 

customers from a sustainability perspective opens up a world 

of new opportunities. 

Achievements in 2007 
Our efforts in corporate social responsibility led to a number of 

tangible results. Some notable examples are presented below. 

Our major CSR achievements in 2007 
• Setting up the CSR Advisory Board 

• Implementing Carbon Neutrality Programme 

• Drafting the Fortis Human Rights Statement 

• Partnership with the UNDP in Carbon Banking 

• Best CSR Report in Belgium 

• Improving our Dow Jones Sustainability Index position 

• Doubling our Sustainable Assets under Management 

• Endorsing the UN Principles for Responsible 

Investment 

• Growing our Carbon Banking and Renewable Energy 

Financing business 

• Developing Code of Responsible Lending 

• Revising our Defence Industry Policy and optimising 

its implementation 

CSR Advisory Board 
A landmark development occurred at Fortis in September 

2007 when we created the Fortis CSR Advisory Board. The 

Board's international line-up of respected experts will provide 

Fortis with in-depth and wide-ranging advice on our CSR 

policies and practice. Further details of the Board and 

information on its members are available at 

www.fortis.com/sustainabilitv/advisorvboard. 

Signing the United Nations Principles for 
Responsible Investment 
The need to incorporate sustainability principles in our 

investment processes is one of the most pressing CSR 

issues for a financial institution like Fortis. This is clearly one 

of the areas in which we can have the greatest impact, both 

by setting an example and by offering sustainable investment 

products. Fortis Investments has a long history in Sustainable 

and Responsible Investment management. It further 

strengthened its commitment to sustainable investment in 

2007 by endorsing the United Nations Principles for 

Responsible Investment. 

http://www.fortis.com/sustainabilitv/advisorvboard


Partnering with United Nations Development Programme 

We teamed up in June 2007 with the United Nations 

Development Programme (UNDP), which announced that 

Fortis would act as financial services provider for its Millennium 

Development Goals Carbon Facility. This innovative project will 

draw on the resources of the carbon market to promote 

sustainable development among a wider range of emerging 

economies. Under the terms of the partnership, UNDP will help 

developing countries set up projects to reduce emissions of 

greenhouse gases, Fortis will then purchase and sell on the 

emissions-reduction credits generated by the projects. The 

proceeds from our purchases will provide developing countries 

and communities with a new flow of resources to finance 

much-needed investment and to promote development. 

Implementing our Carbon Neutrality Programme 
Our focus on climate change led to Fortis's decision to 

introduce a global Carbon Neutrality Programme. This 

comprehensive initiative, which was launched in January 2007, 

confirms our commitment to be an environmentally sustainable 

financial services provider. We intend to further strengthen 

Fortis's position as a climate leader and first-choice provider of 

environmental financial products. We made significant progress 

in all areas of our programme during its first year of operation. 

We achieved full carbon neutrality in our global operations by 

offsetting our emissions through the purchase of high-quality 

carbon credits originating from projects like windmills and solar 

or biomass power stations, preferably in emerging economies. 

Strategy: Agenda 2009 
Agenda 2009 is the roadmap for the next stage of our 

sustainability journey. We formulated this plan to help us realise 

our ambition to be regarded as one of the leading financial 

institutions in CSR, Agenda 2009 is structured around three 

themes: 

• Sustainable supply chains: by thoroughly understanding the 

supply chains in which we and our customers operate, we 

can promote sustainable development within those chains, 

enabling us to deepen the relationship with our customers 

and to build new and innovative partnerships. 

• Climate change: we are contributing to the battle against 

climate change by reducing our own carbon footprint, 

analysing our indirect environmental impact, proactively 

developing products and services that address climate 

change and developing business-driven policies in this area. 

• Social inclusion: through our Fortis Foundations, we help 

vulnerable groups to participate fully in society. Fortis is also 

committed to developing products and applications that 

provide everyone with access to the benefits of our financial 

services. 

We identified these three themes after exhaustive consultation 

with our internal and external stakeholders. We are convinced 

that they capture the most important and substantive CSR 

challenges we will face in the years ahead. 

Agenda 2009 (2007-09) 
^ ^ 

Status 

Focus and acceleration 

• Building on overall themes Sustainable supply chains 

Climate change 

Social inclusion 

• Continuing to embed CSR in all parts of the organisation 

• Implementing Carbon Neutrality Programme 

• Developing and rolling out specific policies 

• Further expanding Fortis Foundations 

• Drafting and implementing Fortis Human Rights Statement 

• Strengthening stakeholder dialogue and communication 

• Developing sustainable products and services 

• Actively participating in international debate on CSR 
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Good progress 

Excellent progress 

Poor progress 

Medium progress 

Good progress 

Medium progress 

Poor progress 

Medium progress 

Medium progress 

Good progress 

Good progress 

A full overview of our CSR efforts and tangible results in 2007 

is available in our Corporate Social Responsibility Report 2007 and on our website www.fortis.com/sustainability. 

http://www.fortis.com/sustainability
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Human Resources 

Fortis Bank Nederland has recently invested heavily in a good working environment for its staff, 

such Human Resources initiatives as focus on talent, conditions of employment, health and 

sustainability. 

Vigorous 
Fortis Bank has invested greatly in 2007 in the ongoing health 

of its staff. A major project has been rolled out under the name 

BRAVO (in English: more Exercise, no Smoking, moderate use 

of Alcohol, healthy Eating and Relaxation). Much has been 

invested not only to make employees aware of their lifestyle 

but also to help them in tangible ways should they wish to 

make changes, A few examples of the BRAVO initiatives: for a 

modest individual contribution, all staff may make use of a 

company fitness programme; courses are provided on 

stopping smoking; the company restaurant continually 

promotes the use of good healthy products, and workshops 

are offered on the best ways to relax. Fortis Bank promotes 

voluntary employee participation in this; participation is up to 

the individual employee. 

Sustainable 
In 2007, Fortis Bank Nederland introduced "Sustainable 

Lease", under which staff who are eligible for a new car are 

made aware of the possibilities available for sustainable 

motoring. Those who select a car from an energy-efficient 

category receive a discount on their personal contribution. In 

addition, leased-car drivers also receive a Dutch Railways free 

travel card. 

Successful 
Fortis Bank Nederland has had great success in its Human 

Resources strategy during 2007. This was demonstrated, inter 

alia, by Intermediair's October 2007 selection of Fortis as the 

Best Employer in the Netherlands. Furthermore, Fortis made a 

massive jump from the number 17 spot to number 9 in 

Intermediair's Image Survey. Fortis Bank has a number of 

trainee programmes, one of which is the Merchant & Private 

Banking Associate Programme. In its annual competition, this 

program was selected by the Spits newspaper as the Financial 

Traineeship of 2007. 

Other important developments during 2007 
As from the end of 2006, Fortis Nederland centralised all its 

group-wide Recruitment activities, which has had the 

advantage of eliminating talent fragmentation. From its high-

level coordinating position, the Recruitment department can 

place talented people where they are best suited. Furthermore, 

in 2007 a Uniform Pension Summary was provided for the first 

time, and this has greatly increased the transparency of 

information concerning pension arrangements. Our staff are 

provided not only with a more understandable and transparent 

overview of their accumulated entitlement, but also with insight 

into the possible amount of their future pension. Following 

Fortis Bank Nederland's 2006 introduction of the new Fortis 

Reward model, this same model was converted into a digital 

e-Performance system in 2007. This has the advantage of 

timely notification of due dates for performance assessment 

and personal development discussions. 

FTE's For t is Bank Neder land 

Retail Banking 

Merchant & Private Banking 

Other Banking 

FTE's Total 

2007 

2,344 

5,146 

2,513 

10,003 

2006 

2,439 

5,026 

2,484 

9,949 

2005 

2,331 

4,621 

2,507 

9,459 
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Focus for 2008 
In conclusion, also Human Resources cannot ignore the Fortis 
Bank issue of 2007: the acquisition of ABN AMRO. Since the 
end of April 2007 a great number of people from Human 
Resources have been closely involved in this acquisition, and 
much has been done in terms, for instance, of achieving 
substantive agreements between all parties regarding the 
balanced handling of the interests of staff in both 
organisations. To this end, a covenant has been drawn up with 

the Works Council and the trade unions. Fortis Bank 
Nederland's collective labour agreement expired at the end of 
2007. So as not to hinder the harmonisation of conditions of 
employment with ABN AMRO, we worked towards a collective 
labour agreement for one year, and the new agreement will run 
from 1 January 2008 to 31 December 2008. 

Trends in absenteïsm rates 

Fortis Bank Nederland's absenteïsm rate for 2007 was 3.26%, a fall of more than 10% 
from the year before. For the third time in a row, Fortis Bank Nederland was named 'the 
Healthiest Bank in the Netherlands'. 



Outlook 

Fortis Bank Nederland performed very well in 2007. Through tight cost control, dedication to meeting customer needs, improving 
employee satisfaction and conservative risk management, we were able to take advantage of the opportunities which arose in 
the market segments we operate in. 

Fortis Bank Nederland expects that the markets remain challenging for the foreseeable future and as a result we will intensify our 
efforts to control costs, improve efficiency and focus on risk management. 

The integration of the selected ABN AMRO businesses is another important objective for Fortis Bank Nederland in 2008. 

The success of Fortis and Fortis Bank Nederland in the past and the acquisition of the selected ABN AMRO businesses has 
given us confidence to reconfirm and accelerate our strategy of growing Fortis as a leading European financial services provider 
with a focus on quality. 

Amsterdam, 3 April 2008 

Executive Board 

J.C.M. van Rutte, Chairman H.P.F.E. Bos F.J. van Lanschot 

• ^ & 





To: the Executive Board of Fortis Bank Nederland (Holding) N.V. 

Auditor's statement 

In t roduct ion 

We have audited whether the accompanying Annual Review of Fortis Bank Nederland (Holding) N.V, 

Amsterdam, for the year 2007 has been derived consistently from the audited financial statements of Fortis 

Bank Nederland (Holding) N.V, for the year 2007. In our auditors' report dated 3 April 2008 we expressed an 

unqualified opinion on these financial statements. Management is responsible for the preparation of the 

Annual Review in accordance with the accounting policies as applied in the 2007 financial statements of 

Fortis Bank Nederland (Holding) N.V, Our responsibility is to express an opinion on the Annual Review 2007. 

Scope 

We conducted our audit in accordance with Dutch law. This law requires that we plan and perform the audit 

to obtain reasonable assurance that the Annual Review has been derived consistently from the financial 

statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

audit opinion. 

Opinion 

In our opinion, the Annual Review has been derived consistently, in all material respects, from the financial 

statements. 

Emphasis of matter 

For a better understanding of the company's financial position and results and the scope of our audit, we 

emphasize that the Annual Review 2007 should be read in conjunction with the unabridged financial 

statements, from which the Annual Review was derived and our unqualified auditors' report thereon dated 

3 April 2008. Our opinion is not qualified in respect of this matter. 

Amstelveen, 3 April 2008 

KPMG Accountants N,V, 

J.J.A. van Nek RA 
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The annual report of FBN(H) constitutes of two separate documents, the Annual Review 2007 and the 
Financial Statements 2007. The Financial Statements consist of the consolidated and the company 
financial statements of Fortis Bank Nederland (Holding) N.V.. The Financial Statements are duly signed by 
the members of the Executive Board and the Supervisory Board in accordance with Article 15 of the 
Articles of Association. KPMG Accountants N.V. has audited these financial statements, their auditors' 
statement is given op page 41 and their auditors' report is included in the financial statements as 'other 
information'. 
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ntroduction 

The Fortis Bank Nederland (Holding) N,V. Financial Statements 2007 comprise the audited Fortis Bank Nederland (Holding) N.V. 
Consolidated Financial Statements 2007 as well as the audited financial statements of Fortis Bank Nederland (Holding) N,V., with 
comparative figures for 2006 and 2005, prepared in accordance with International Financial Reporting Standards (IFRSs) as 
adopted by the European Union. 

The Fortis Bank Nederland (Holding) N.V. Financial Statements 2007, together with the Annual Review 2007, constitute the Fortis 
Bank Nederland (Holding) N,V, Annual Report 2007. 

All amounts in the tables of these financial statements are denominated in millions of euros, unless stated otherwise. Because 
figures have been rounded off, small differences with previously reported figures may occur. Certain reclassifications have been 
made with regard to the prior year's Consolidated Financial Statements in order to make them comparable to the presentation for 
the year under review 
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Consolidated balance sheet 

(before appropriation of profit) 

Note 
31 December 

2007 

31 December 

2006 

31 December 

2005 

Assets 

Gash and cash equivalents 

Assets held for trading 

Due from banks 

Due from customers 

Investments: 

- Held to maturity 

- Available for sale 

- Held at fair value through profit or loss 

- Investment property 

- Associates and joint ventures 

Other receivables 

Property and equipment 

Goodwill and other intangible assets 

Accrued interest and other assets 

Total assets 

Liabilities 

Liabilities held for trading 

Due to banks 

Due to customers 

Debt certificates 

Subordinated liabilities 

Other borrowings 

Provisions 

Current tax liabilities 

Deferred tax liabilities 

Accrued interest and other liabilities 

Total liabilities 

Issued capital and reserves 

Minority interests 

Total equity 

Total liabilities and equity 

13 

14 

15 

16 

17 

19 

20 

21 

22 

14 

23 

24 

25 

26 

27 

28 

29 

29 

30 

39,269 

23,117 

38,768 

130,971 

35 

3,201 

123 

79 

25,733 

29,171 

3,435 

368 

224 

7,055 

272,378 

52,466 

71,311 

69,990 

32,796 

11,652 

1,371 

79 

730 

52 

9,513 

249,960 

21,763 

655 

22,418 

272,378 

22,075 

23,393 

27,071 

124,038 

33 

3,795 

179 

3 

906 

4,916 

2,920 

385 

228 

4,723 

209,749 

32,961 

70,144 

63,856 

25,344 

2,402 

903 

91 

518 

47 

7,386 

203,652 

5,910 

187 

6,097 

209,749 

13,508 

17,004 

17,263 

108,775 

6,741 

153 

4 

820 

7,718 

2,641 

319 

139 

3,504 

170,871 

21,192 

58,600 

51,618 

19,262 

2,201 

4,335 

132 

234 

16 

7,493 

165,083 

5,613 

175 

5,788 

170,871 
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Consolidated income statement 

Note 2007 2006 2005 

Income 

Interest income 

Interest expense 

Net Interest income 

Fee and commission income 

Fee and commission expense 

Net fee and commission income 

Dividend and other investment income 

Share in result of associates and joint ventures 

Realised capital gains (losses) on investments 

Other realised and unrealised gains and losses 

Other income 

Total income 

13,532 

(12,075) 

1,457 

957 

(111) 

846 

20 

10 

97 

884 

159 

8,893 

: 7,283) 

1,610 

852 

(104) 

748 

48 

32 

161 

487 

67 

3,626 3,473 3,153 

Change in impairments 

Net revenues 

40 (41) 

3,585 

(70) 

3,403 

(62) 

3,091 

Expenses 

Staff expenses 

Other expenses 

Depreciation and amortisation of tangible and intangible assets 

Total expenses 

Profit before taxation 

Income tax expense 

Net profit for the period 

Net profit before minority Interest 

Net profit attributable to minority interests 

Net profit attributable to shareholders 

42 

43 

41 

44 

(955) 

(910) 

(60) 

(1,925) 

1,660 

(346) 

1,314 

1,314 

18 

1,296 

(848) 

(843) 

(63) 

(1,754) 

1,649 

(472) 

1,177 

1,177 

20 

1,157 

(923) 

(664) 

(58) 

(1,645) 

1,446 

(377) 

1,069 

1,069 

20 

1,049 
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Consolidated statement of changes in equity 

Currency Net profit Unrealised Issued 
Issued 

capital 

Issued Premium Other translation attributable to gains capital and Minority Total 

capital reserve reserves reserve shareholders and losses reserve interests equity 

Balance as at 31 December 2005 497 2.194 1.674 (2) 1.049 201 5.613 175 5.788 

Net profit for the period 

Revaluation of investments 

Currency translation reserve (4) 

1.157 

(84) 

1.157 20 1.177 

(84) 

(4) 

Transfer 

Dividend 

Increase of capital 

Treasury shares 

Available for sale 

Other changes in equity 

Balance as at 31 December 2006 497 2.194 

Net profit for the period 

Revaluation of investments 

Currency translation reserve 

Transfer 

Dividend 

Increase of capital 146 14.674 

Treasury shares 

Available for sale 

Other changes in equity 

Balance as at 31 December 2007 643 16.868 

1.049 

(770) 

(2 ) 

1.951 

; 1.049) 

1.157 

(76) 

(119) 

2.913 

( 6 ) 

[17) 

1.157 

1.296 

(1.157) 

117 

(51) 

(770) ;779) 

(84) 

(2) 

5.910 

1.296 

(51) 

(17) 

(76) 

14.820 

1 

187 

18 

(1) 

6.097 

1.314 

(51) 

(17) 

(76) 

14.820 

(23) 1.296 

(119) 450 331 

66 21.763 655 22.418 

:hanges in equity are described in greater detail in note 3 and 4 
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Consolidated cash flow statement 

2007 2006 2006 

Profit before taxation 1.660 1.649 1.446 

Adjustments on non-cash items included in profit before taxation: 

(Un)realised gains (losses) 

Income of associates and joint ventures (net of dividends received) 

Depreciation, amortisation and accretion 

Provisions and impairments 

Changes in operating assets and liabilities: 

Assets and liabilities held for trading 

Due from banks 

Due from customers 

Reinsurance and other receivables 

Investments related to unit-linked contracts 

Due to banks 

Due to customers 

Net changes in all other operational assets and liabilities 

Dividend received from associates 

Income tax paid 

Cash flow from operating activities 

Investments activities within the group 

Purchases of investments 

Proceeds from sales and redemptions of investments 

Purchases of investment property 

Investments in associates and joint ventures 

Proceeds from sales of associates and joint ventures 

Purchases of property and equipment 

Proceeds from sales of property and equipment 

Acquisition of subsidiaries, net of cash acquired 

Divestments of subsidiaries net of cash sold 

Purchase of intangible assets 

Proceeds from sales of intangible assets 

Change in scope of consolidation 

Cash flow from investing activities 

Proceeds from the issuance of debt certificates 

Payment of debt certificates 

Proceeds from the issuance of subordinated liabilities 

Payment of subordinated liabilities 

Proceeds from the issuance of other borrowings 

Payment of other borrowings 

Proceeds from the issuance of shares 

Dividends paid to shareholders of the parent company (including minoriy interest) 

Dividends paid to minority interests 

Repayment of capital (including minority interests) 

Cash flow from financing activities 

Effect of exchange rate differences on cash and cash equivalents 

Net increase (decrease) of cash and cash equivalents 

Cash and cash equivalents - as at 1 January 

Cash and cash equivalents - as at 31 December 

Supplementary disclosure of operating cash flow information 

Interest received 

Dividend received from investments 

Interest paid 

(191) 

(185) 

77 

24 

20.501 

12.004 ) 

(6.993 ) 

(445 ) 

1.277 

6.674 

215 

(155 ) 

10.455 

(241) 

(2.079 ) 

2.395 

( 6 5 ) 

(1.283) 

392 

( 9 7 ) 

106 

23.782) 

( 9 ) 

( 2 8 ) 

17 

( 5 ) 

24.679 ) 

13.176 

{ 5.726 ) 

9.510 

(384 ) 

892 

(415) 

14.810 

( 7 6 ) 

31.787 

( 3 6 9 ) 

17.194 

22.075 

39.269 

19.102 

29 
17.358) 

(171) 

( 8 ) 

148 

33 

5.704 

(10.104) 

(15.332) 

(310) 

11.576 

12.483 

(1.410) 

23 

4.281 

( 9 ) 

(187) 

2.847 

(184) 

1 

(79 ) 

1 

( 9 5 ) 

47 

2.342 

8,260 

(2.184) 

706 

(509 ) 

394 

(3.911 ) 

(779) 

1.977 

( 3 3 ) 

8.567 

13.508 

22.075 

13.028 

19 

(11.295) 

(194) 

( 2 7 ) 

71 

63 

288 

4.701 

(11.073) 

(1.268) 

(10.864 ) 

3.891 

4.480 

( 5 7 ) 

( 8 .543 ) 

( 6 4 5 ) 

(1.653) 

2.571 

( 5 9 ) 

57 

( 6 1 ) 

20 

( 7 1 ) 

2 

( 2 3 ) 

138 

3.034 

(1.737) 

556 

(179) 

242 

(782) 

595 

( 3 ) 

1.726 

141 

(6 .538 ) 

20,046 

13.508 

8,656 

40 

(6.773) 
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1. Accounting policies 

1.1 General 
The Fortis Bank Nederland (Holding) N.V, hereafter referred to as Fortis Bank Nederland, Consolidated Financial Statements, 
including the 2006 and 2005 comparative figures, are prepared in accordance with IFRSs - including International Accounting 
Standards ('IAS') and Interpretations - at 31 December 2007 and as adopted by the European Union and with part 9 of book 2 
of the Netherlands civil code. For IAS 39, Financial Instruments: Recognition and Measurement, the exclusion regarding hedge 
accounting (the so-called 'carve-out') decreed by the European Union on 19 November 2004 is taken into account. 

Where accounting policies are not specifically mentioned below, reference should be made to the IFRSs as adopted by the 
European Union. 

1.2 Accounting estimates 
The preparation of financial statements in conformity with IFRS requires the use of certain accounting estimates. It also requires 
management to exercise its judgement in the process of applying these accounting policies. Actual results may differ from those 
estimates and judgemental decisions. 

Judgements and estimates are principally made in the following areas: 
• estimation of the recoverable amount of impaired assets 
• determination of fair values of non-quoted financial instruments 
• determination of the useful life and the residual value of property and equipment, investment property and intangible assets 
• actuarial assumptions related to the measurement of pension obligations and assets 
• estimation of present obligations resulting from past events in the recognition of provisions. 

1.3 Changes in accounting policies 
The accounting policies used to prepare these 2007 Consolidated Annual Financial Statements are consistent with those applied 
for the year ended 31 December 2006. 

On 1 June 2007 the European Union endorsed the two following IFRICs: 

- IFRIC 10, Interim Financial Reporting and Impairment. This interpretation prohibits the impairment losses recognised in an 
interim period on goodwill, investments in equity instruments and investments in financial assets carried at cost to be reversed 
at a subsequent balance sheet date. The accounting policies of Fortis Bank Nederland were already in line with this 
interpretation. 

- IFRIC 11, IFRS 2: Group and Treasury Share Transaction, applicable as from the financial year 2008. This interpretation 
provides further guidance on the implementation of IFRS 2, Share-based Payment. Fortis Bank Nederland is evaluating the 
effect of this interpretation for implementation in 2008. 

On 6 September 2007, the lASB issued a revised version of IAS 1, Presentation of Financial Statements applicable as from the 
financial year 2009. The changes will only have an impact on the presentation, not on recognition or measurement. 

On 21 November 2007, the European Union endorsed IFRS 8, Operating Segments. Fortis Bank Nederland is evaluating the 
effect of this Standard for implementation in 2009, 

1.4 Segment reporting 

Primary reporting format - business segments 
On 12 October 2006 Fortis announced organisational changes to support the evolution of its growth strategy. This organisation is 
operational since 1 January 2007. 
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Jo in t ven tu res 

Investments in joint ventures are accounted for using the equity method. Joint ventures are contractual agreements whereby 

Fortis Bank Nederland and other parties undertake an economic activity that is subject to joint control. 

A s s o c i a t e s 

Investments in associates are accounted for using the equity method. These are investments where Fortis Bank Nederland has 

significant influence, but which it does not control. The investment is recorded at Fortis Bank Nederland's share of the net assets 

of the associate. The ownership share of net income for the year is recognised as investment income and Fortis Bank 

Nederland's share in the investment's post-acquisition direct equity movements are recognised in equity. Gains on transactions 

between Fortis Bank Nederland and investments accounted for using the equity method are eliminated to the extent of Fortis 

Bank Nederland's interest. Losses are also eliminated unless the transaction provides evidence of an impairment of the asset 

transferred. 

Adjustments are made to the financial statements of the associates to ensure consistent accounting policies across Fortis Bank 

Nederland. 

Losses are recognised until the carrying amount of the investment is reduced to nil and further losses are only recognised to the 

extent that Fortis Bank Nederland has incurred legal or constructive obligations or made payments on behalf of an associate. 

1.6 Foreign currency 

The consolidated financial statements are stated in euros, which is the functional currency of the Fortis Bank Nederland. 

Foreign currency transactions 
For individual entities of Fortis Bank Nederland, foreign currency transactions are accounted for using the exchange rate at the 

dateof the transaction. 

Outstanding balances in foreign currencies at year end are translated at year end exchange rates for monetary items. 

Translation of non-monetary items depends on whether the non-monetary items are carried at historical cost or at fair value. 

Non-monetary items carried at historical cost are translated using the historical exchange rate that existed at the date of the 

transaction. Non-monetary items that are carried at fair value are translated using the exchange rate on the date that the fair 

values are determined. 

The resulting exchange differences are recorded in the income statement as foreign currency gains (losses), except for those 

non-monetary items whose fair value change is recorded as a component of equity. 

The distinction between exchange differences (recognised in the income statement) and unrealised fair value results (recognised 

in equity) on available-for-sale financial assets is determined according to the following rules: 

• the exchange differences are determined based on the evolution of the exchange rate calculated on the previous balances in 

foreign currency 

• the unrealised (fair value) results are determined based on the difference between the balances in euros of the previous and 

the new period, converted at the new exchange rate. 



Fore ign cu r rency t rans la t ion 

On consolidation, the income statement and cash flow statement of entities whose functional currency is not denominated in 

euros are translated into the presentation currency of Fortis Bank Nederland (euros), at average daily exchange rates for the 

current year (or exceptionally at the exchange rate at the date of the transaction if exchange rates fluctuate significantly) and their 

balance sheets are translated using the exchange rates prevailing at the balance sheet date. Translation exchange differences are 

recognised in equity under the heading 'currency translation reserve'. On disposal of a foreign entity, such exchange differences 

are recognised in the income statement as part of the gain or loss on the sale. 

Exchange differences arising on monetary items, borrowings and other currency instruments, designated as hedges of a net 

investment in a foreign operation are recorded in equity (under 'currency translation reserve') in the consolidated financial 

statements, until the disposal of the net investment, except for any hedge ineffectiveness that is immediately recognised in the 

income statement. 

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and liabilities of the foreign 

entity and are translated at the closing exchange rate on the balance sheet date. All resulting differences are recognised in equity 

under the heading 'currency translation reserve' until disposal of the foreign entity when a recycling to the income statement 

takes place. 

1 EURO = 
Pound sterling 

US dollar 

2007 

0.73 

1.47 

2006 

0.67 

1.32 

Rates af 

year end 

2005 

0.69 

1.18 

2007 

0.68 

1.37 

2006 

0.68 

1.26 

Average 

rates 

2005 

0.68 

1.24 

1.7 Trade and settlement date 
All purchases and sales of financial assets requiring delivery within the time frame established by regulation or market 

convention are recognised on the trade date, which is the date when Fortis Bank Nederland becomes a party to the 

contractual provisions of the financial assets. 

Forward purchases and sales other than those requiring delivery within the time frame established by regulation or market 

convention are recognised as derivative forward transactions until settlement. 

1.8 Offsetting 
Financial assets and liabilities are offset and the net amount reported on the balance sheet if there is a legally enforceable 

right to set off the recognised amounts and there is an intention to settle on a net basis, or realise the asset and settle the 

liability simultaneously, 

1.9 Classification and measurement of financial assets and liabilities 
Fortis Bank Nederland classifies financial assets and liabilities based on the business purpose of entering into these 

transactions. 

F inanc ia l asse ts 

Consequently, financial assets are classified as assets held for trading, investments, due from banks and due from 

customers. 



O I Fortis Bank Nederland N.V. Financial Statements 200^ 

The measurement and income recognition in the income statement depend on the IFRS classification ofthe financial assets, 

being: (a) loans and receivables; (b) held-to-maturity investments; (c) financial assets at fair value through profit or loss and 

(d) available-for-sale financial assets. This IFRS classification determines the measurement and recognition as follows: 

• Loans and receivables are initially measured at fair value (including transaction costs) and subsequently measured at 

amortised cost using the effective interest method, with the periodic amortisation in the income statement. 

• Held-to-maturity investments consist of instruments with fixed or determinable payments and fixed maturity for which the 

positive intent and ability to hold to maturity is demonstrated. They are initially measured at fair value (including 

transaction costs) and subsequently measured at amortised cost using the effective interest method, with the periodic 

amortisation recorded in the income statement. 

• Financial assets at fair value through profit or loss include: 

(i) financial assets held for trading, including derivative instruments that do not qualify for hedge accounting 

(ii) financial assets that Fortis Bank Nederland has irrevocably designated at initial recognition or first-time adoption of 

IFRS as held at fair value through profit or loss, because: 

• the host contract includes an embedded derivative that would otherwise require separation; 

• it eliminates or significantly reduces a measurement or recognition inconsistency ('accounting mismatch'); 

• it relates to a portfolio of financial assets and/or liabilities that are managed and evaluated on a fair value basis. 

• Available-for-sale financial assets are those that are otherwise not classified as loans and receivables, held-to-maturity 

investments, or financial assets designated at fair value through profit or loss. Available-for-sale financial assets are 

initially measured at fair value (including transaction costs), and are subsequently measured at fair value with unrealised 

gains or losses from fair value changes reported in equity. 

F inanc ia l l iabi l i t ies 

Financial liabilities are classified as liabilities held for trading, due to banks, due to customers, debt certificates, subordinated 

liabilities and other borrowings. 

The measurement and recognition in the income statement depends on the IFRS classification of the financial liabilities, 

being: (a) financial liabilities at fair value through profit or loss, and (b) other financial liabilities. This IFRS classification 

determines the measurement and recognition in the income statement as follows: 

Financial liabilities at fair value through profit or loss include: 

(i) financial liabilities held for trading, including derivative instruments that do not qualify for hedge accounting 

(ii) financial liabilities that Fortis Bank Nederland has irrevocably designated at initial recognition or first-time adoption of 

IFRS as held at fair value through profit or loss, because: 

the host contract includes an embedded derivative that would otherwise require separation; 

it eliminates or significantly reduces a measurement or recognition inconsistency ('accounting mismatch'); 

it relates to a portfolio of financial assets and/or liabilities that are managed and evaluated on a fair value basis. 

Other financial liabilities are initially recognised at fair value (including transaction costs) and subsequently measured at 

amortised cost using the effective interest method, with the periodic amortisation recorded in the income statement. 



Fortis Bank Nederland (Holdinq) N.V. Financial Statements 2007 

1.10 Fair value of financial instruments 
The fair value of a financial instrument is determined based on quoted prices in active markets. When quoted prices in active 

markets are not available, valuation techniques are used. Valuation techniques make maximum use of market inputs but are 

affected by the assumptions used, including discount rates and estimates of future cash flows. Such techniques include 

market prices of comparable investments, discounted cash flows, option pricing models and market multiples valuation 

methods. In the rare case where it is not possible to determine the fair value of a financial instrument, it is accounted for at 

cost 

On initial recognition, the fair value of a financial instrument is the transaction price, unless the fair value is evidenced by 

observable current market transactions in the same instrument, or is based on a valuation technique that includes inputs only 

from observable markets. 

The principal methods and assumptions used by Fortis Bank Nederland in determining the fair value of financial instruments 

are: 

• Fair values for securities available for sale or at fair value through profit or loss are determined using market prices from 

active markets. If no quoted prices are available from an active market, the fair value is determined using discounted cash 

flow models. Discount factors are based on the swap curve plus a spread reflecting the risk characteristics of the 

instrument. Fair values for securities held to maturity (only necessary for disclosures) are determined in the same way. 

• Fair values for derivative financial instruments are obtained from active markets or determined using, as appropriate, 

discounted cash flow models and option pricing models. 

• Fair values for unquoted private equity investments are estimated using applicable market multiples (e.g. price/earnings or 

price/cash flow ratios) refined to reflect the specific circumstances of the issuer. 

• Fair values for loans are determined using discounted cash flow models based upon Fortis Bank Nederland's current 

incremental lending rates for similar type loans. For variable-rate loans that re-price frequently and have no significant 

change in credit risk, fair values are approximated by the carrying amount. Option pricing models are used for valuing 

caps and prepayment options embedded in loans that have been separated in accordance with IFRS. 

• Off-balance-sheet commitments or guarantees are fair valued based on fees currently charged to enter into similar 

agreements, taking into account the remaining terms of the agreements and the counterparties' credit standings. 

• For short-term payables and receivables, the carrying amounts are considered to approximate fair values. 

1.11 Measurement of impaired assets 
An asset is impaired when its carrying amount exceeds its recoverable amount. Fortis Bank Nederland reviews all of its 

assets at each reporting date for objective evidence of impairment. 

The carrying amount of impaired assets is reduced to its estimated recoverable amount and the amount of the change in the 

current year is recognised in the income statement. Recoveries, write-offs and reversals of impairment are included in the 

income statement as part of change in impairment. 

If in a subsequent period the amount of the impairment on assets other than goodwill or available-for-sale equity instruments 

decreases, due to an event occurring after the write-down, the amount is reversed by adjusting the impairment and is 

recognised in the income statement. 
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Financial assets 
A financial asset (or group of financial assets) is impaired if there is objective evidence of impairment as a result of one or 
more events that occurred after the initial recognition of the asset and that loss event (or events) has an impact on the 
estimated future cash flows of the financial asset (or group of financial assets) that can be reliably estimated. 

For equity securities, the triggers used to determine whether there is objective evidence of impairment include, amongst 
others, the consideration whether the fair value is substantially below cost at the balance sheet date, or has been below cost 
for a prolonged period at the balance sheet date. 

Depending on the type of financial asset, the recoverable amount can be estimated as follows: 
• the fair value using an observable market price; 
• present value of expected future cash flows discounted at the instrument's original effective interest rate (for financial 

assets carried at amortised cost); 
• based on the fair value of the collateral. 

Impairments to available-for-sale equity instruments cannot be reversed through the income statement in subsequent 
periods. 

Goodwill and other intangible assets 
See 1.20: Goodwill and other intangible assets. 

Other assets 
For non-financial assets, the recoverable amount is measured as the higher of the fair value less cost to sell and the value in 
use. Fair value less cost to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, after deducting any direct incremental disposal costs. Value in use is the present value of 
estimated future cash flows expected to arise from continuing use of an asset and from its disposal at the end of its useful 
life 

1.12 Cash and cash equivalents 

Content 
Cash and cash equivalents comprise cash on hand, freely available balances with central banks and other financial 
instruments with less than three months maturity from the date of acquisition. 

Cash flow statement 
Fortis Bank Nederland reports cash flows from operating activities using the indirect method, whereby the net result is 
adjusted for the effects of transactions of a non-cash nature, any deferrals or accruals of past or future operating cash 
receipts or payments, and items of income or expense associated with investing or financing cash flows. 

Interest received and interest paid are presented as cash flows from operating activities in the cash flow statement. Dividends 
received are classified as cash flows from operating activities. Dividends paid are classified as cash flows from financing 
activities. 

1.13 Due from banks and due from customers 

Classification 
Due from banks and due from customers include loans originated by Fortis Bank Nederiand by providing money directly to 
the borrower or to a sub-participation agent and loans purchased from third parties that are carried at amortised cost. Debt 
securities acquired on the primary market directly from the issuer are recorded as loans, provided there is no active market 
for those securities. Loans that are originated or purchased with the intent to be sold or securitised in the short-term are 
classified as assets held for trading. Loans that are designated as held at fair value through profit or loss or available for sale 
are classified as such at initial recognition. 
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Measurement 
Incremental costs incurred and loan origination fees earned in securing a loan are deferred and amortised over the life of the 
loan as an adjustment to the yield. 

Impairment 
A credit risk for specific loan impairment is established if there is objective evidence that Fortis Bank Nederland will not be 
able to collect all amounts due in accordance with contractual terms. The amount of the provision is the difference between 
the carrying amount and the recoverable amount, being the present value of expected cash flows or, alternatively, the 
collateral value less costs to sell if the loan is secured. 

An 'incurred but not reported' (IBNR) impairment on loans is recorded when there is objective evidence that incurred losses 
are present in components ofthe loan portfolio, without having specifically identified impaired loans. This impairment is 
estimated based upon historical patterns of losses in each component, reflecting the current economic climate in which the 
borrowers operate and taking into account the risk of difficulties in servicing external debt in some foreign countries based on 
an assessment ofthe political and economic situation. 

Impairments are recorded as a decrease in the carrying value of due from banks and due from customers. 

When a specific loan is identified as uncollectible and all legal and procedural actions have been exhausted, the loan is 
written off against the related charge for impairment; subsequent recoveries are credited to change in impairment in the 
income statement. 

1.14 Sale and repurchase agreements and lending/borrowing securities 
Securities subject to a repurchase agreement ('repos') are not derecognised from the balance sheet. The liability resulting 
from the obligation to repurchase the assets is included in 'due to banks' or 'due to customers' depending on the type of 
counterparty. Securities purchased under agreements to resell ('reverse repos') are not recognised on the balance sheet. The 
right to receive cash from the counterparty is recorded as due from banks or due from customers depending on the type of 
counterparty. The difference between the sale and repurchase price is treated as interest and accrued over the life of the 
agreements using the effective interest method. 

Securities lent to counterparties remain on the balance sheet. Similarly, securities borrowed are not recognised on the 
balance sheet. If borrowed securities are sold to third parties, the proceeds from the sale and a liability for the obligation to 
return the collateral are recorded. The obligation to return the collateral is measured at fair value through profit or loss and is 
classified as a liability held for trading. Cash advanced or received related to securities borrowing or lending transactions is 
recorded as due from banks/due from customers or due to banks/due to customers. 

1.15 Assets and liabilities held for trading 
A financial asset or financial liability is classified as held for trading if it is: 
• acquired or incurred principally for the purpose of selling or repurchasing it in the near term; 
• part of a portfolio of identified financial instruments that are managed together and for which there is evidence of a recent 

actual pattern of short-term profit taking; 
• a derivative (except for a derivative that is a designated and effective hedging instrument). 

Assets and liabilities held for trading are initially recognised and subsequently measured at fair value through profit or loss. 
The (realised and unrealised) results are included in 'other realised and unrealised gains and losses'. Interest received (paid) 
on assets (liabilities) held for trading is reported as interest income (expense). Dividends received are included in 'dividend 
and other investment income'. 



24 I Fortis Bank Nederland (Holding) N.V. Financial Statements 200? 

1.16 Investments 
Management determines the appropriate classification of its investment securities at the time ofthe purchase. Investment 
securities with a fixed maturity where management has both the intent and the ability to hold to maturity are classified as held 
to maturity. Investment securities to be held for an indefinite period of time, which may be sold in response to needs for 
liquidity or changes in interest rates, exchange rates or equity prices, are classified as available for sale. Investment 
securities that are acquired for the purpose of generating short-term profits are considered to be held for trading. Any 
investment, other than investments in equity instruments without a quoted market price in an active market, may be 
designated on initial recognition as a financial instrument at fair value through profit or loss. Once an asset has been 
designated as held at fair value through profit or loss it cannot be transferred to a different category. 

Held-to-maturity investments are carried at amortised cost less any impairment changes. Any difference between the initial 
recognition amount resulting from transaction costs, initial premiums or discounts is amortised over the life ofthe investment 
using the effective interest method. If a held-to-maturity investment is determined to be impaired, the impairment is 
recognised in the income statement. 

Available-for-sale investment securities are held at fair value. Changes in the fair value are recognised directly in equity until 
the asset is sold, unless the asset is hedged by a derivative. If an investment is determined to be impaired, the impairment is 
recognised in the income statement. For impaired available-for-sale investments, unrealised losses previously recognised in 
equity are transferred to the income statement when the impairment occurs. 

If, in a subsequent period, the fair value of a debt instrument classified as available for sale increases and the increase can 
be objectively related to an event occurring after the impairment was recognised in the income statement, the impairment is 
reversed, with the amount ofthe reversal recognised in the income statement. Impairments recognised in the income 
statement for an investment in an equity instrument classified as available for sale are not reversed through the income 
statement. 

Available-for-sale investment securities that are hedged by a derivative are carried at fair value with movements in fair value 
recognised through the income statement for the part attributable to the hedged risk and through equity for the remaining 
part. 

Held-for-trading assets and assets designated as held at fair value through profit or loss are carried at fair value. Changes in 
the fair value are recognised in the income statement. 

Investment property 
Investment properties are those properties held to earn rental income or for capital appreciation. Fortis Bank Nederland may 
also use certain investment properties for its own use. If the own use portions can be sold separately or leased out separately 
under a finance lease, these portions are accounted for as property and equipment. If the own use portions cannot be sold 
separately, the property is treated as investment property only if Fortis Bank Nederland holds an insignificant portion for its 
own use. 

Investment property is measured at cost less accumulated depreciation and any accumulated impairment losses. 
Depreciation is calculated using the straight-line method to write down the cost of such assets to their residual values over 
their estimated useful lives. 

The residual value and the useful life of investment property are determined for each significant part separately (component 
approach) and are reviewed at each year end. 
Fortis Bank Nederland rents its investment property under various non-cancellable rental contracts. Certain contracts contain 
renewal options for various periods of time; the rental income associated with these contracts is recognised on a straight-line 
basis over the rental term as investment income. 
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Transfers to, or from, investment property are only made when there is a change of use: 
• into investment property at the end of owner-occupation, or at the start of an operating lease to a another party, or at the 

end of construction or development; 
• out of investment property at the commencement of owner-occupation, or start of development with a view to sale. 

When the outcome of a construction contract can be estimated reliably, contract revenue and contract costs associated with 
the construction contract are recognised as revenue and expenses respectively by reference to the stage of completion ofthe 
contract activity at the balance sheet date. When it is probable that total contract costs will exceed total contract revenue, the 
expected loss is recognised as an expense immediately. 

1.17 Leasing 

Fortis Bank Nederland as a lessor 
Assets leased under operating leases are included in the consolidated balance sheet (1) under investment property 
(buildings), and (2) under property and equipment (equipment and motor vehicles). They are recorded at cost less 
accumulated depreciation. Rental income, net of any incentives given to lessees, is recognised on a straight-line basis over 
the lease term. Initial direct costs incurred by Fortis Bank Nederland are added to the carrying amount of the leased asset 
and recognised as an expense over the lease term on the same basis as the rental income. 

Fortis Bank Nederland has also entered into finance leases, in which substantially all the risks and rewards related to 
ownership of the leased asset, other than legal title, are transferred to the customer. 

When assets held are subject to a finance lease, the present value of the lease payments and any guaranteed residual value 
is recognised as a receivable. The difference between the gross receivable and the present value ofthe receivable is 
recognised as unearned finance income. Lease interest income is recognised over the term ofthe lease based on a pattern 
reflecting a constant periodic rate of return on the net investment outstanding in respect of finance leases. Initial direct costs 
incurred by Fortis Bank Nederland are included in the finance lease receivable and allocated against lease interest income 
over the lease term. 

Fortis Bank Nederland as a lessee 
Fortis Bank Nederland principally enters into operating leases for the rental of equipment and land and buildings. Payments 
made under such leases are typically charged to the income statement principally on a straight-line basis over the period of 
the lease. When an operating lease is terminated before the lease period has expired, any payment required to be made to 
the lessor by way of penalty is recognised as an expense in the period in which termination takes place. 

Any incentives received from the lessor in relation to operating leases are recognised as a reduction of rental expense over 
the lease term on a straight-line basis. 

If the lease agreement transfers substantially all the risks and rewards incident to ownership of the asset, the lease is 
recorded as a finance lease and the related asset is capitalised. At inception, the asset is recorded at the lower of the present 
value of the minimum lease payments or fair value and depreciated over the shorter of its estimated useful life or the lease 
term. The corresponding lease obligation, net of finance charges, is recorded as borrowings. The interest element of the 
finance cost is charged to the income statement over the lease term so as to produce a constant periodic rate of interest on 
the remaining balance ofthe obligation for each period. 
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1.18 Other receivables 
Other receivables arising from the normal course of business and originated by Fortis Bank Nederland are initially recorded 
at fair value and subsequently measured at amortised cost using the effective interest method, less impairments. 

1.19 Property and equipment 
All real estate held for own use and fixed assets are stated at cost less accumulated depreciation (except for land that is not 
depreciated) and any accumulated impairment losses. Cost is the amount of cash or cash equivalents paid or the fair value of 
the other consideration given to acquire an asset at the time of its acquisition or construction. 

The depreciation of buildings is calculated using the straight-line method to write down the cost of such assets to their 
residual values over their estimated useful lives. The useful life of the buildings is determined for each significant part 
separately (component approach) and is reviewed at each year end. The real estate is therefore split into the following 
components: structure, closing, techniques and equipment, heavy finishing and light finishing. 

The maximum useful life ofthe components is as follows: 

Structure 
Closing 
Techniques and equipment 
Heavy finishing 
Light finishing 

50 years for offices and retail; 70 years for residential 
30 years for offices and retail; 40 years for residential 
20 years for offices; 25 years for retail and 40 years for residential 
20 years for offices; 25 years for retail and 40 years for residential 
10 years for offices, retail and residential 

Land has an unlimited useful life and is therefore not depreciated. IT, office and equipment are depreciated over their 
respective useful lives, which have been determined individually. 

As a general rule, residual values are considered to be zero. 

Repairs and maintenance expenses are charged to the income statement when the expenditure is incurred. Expenditures 
that enhance or extend the benefits of real estate or fixed assets beyond their original use are capitalised and subsequently 
depreciated. 

For borrowing costs to finance the construction of property and equipment: see 1.32 Borrowing costs. 

1.20 Goodwill and other intangible assets 

Intangible assets 
An intangible asset is an identifiable non-monetary asset and is recognised at cost if, and only if, it will generate future 
economic benefits and if the cost ofthe asset can be measured reliably. 

Intangible assets with indefinite lives, which are not amortised, are instead tested for impairment at least annually. Any 
impairment loss identified is recognised in the income statement. Intangibles are recorded on the balance sheet at cost less 
any accumulated amortisation and any accumulated impairment losses. 



Fortis Bank Nederland (Holding) N.V. Financial Statements 200', 

The residual value and the useful life of intangible assets are reviewed at each year end. With the exception of goodwill, 

Fortis Bank Nederland does not have intangible assets with indefinite useful lives. 

Intangible assets with definite lives are amortised over the estimated useful life. 

Goodwill 
Acquisitions of companies are accounted for using the purchase method of accounting. Goodwill represents the excess of the 

fair value of the assets given, liabilities incurred or assumed, and equity instruments issued, plus any costs directly 

attributable to the business combination over Fortis Bank Nederland's interest in the fair value of assets acquired and 

liabilities and contingent liabilities assumed. Goodwill arising on the acquisition of a subsidiary is reported on the balance 

sheet as an intangible asset. Goodwill arising on business combinations before 1 January 2004 is deducted from equity and 

is not restated under IFRS. At acquisition date, it is allocated to those cash-generating units that are expected to benefit from 

the synergies ofthe business combination. It is not amortised, but instead is tested for impairment. Goodwill arising on the 

acquisition of an associate is presented as part ofthe investment in the associate. 

Any excess of the acquired interest in the net fair value of the acquiree's assets, liabilities and contingent liabilities over the 

acquisition cost is recognised immediately in the income statement. 

Fortis Bank Nederland assesses the carrying value of goodwill annually or, more frequently, if events or changes in 

circumstances indicate that such carrying value may not be recoverable. If such indication exists, the recoverable amount is 

determined for the cash-generating unit to which goodwill belongs. This amount is then compared to the carrying amount of 

the cash-generating unit and an impairment loss is recognised if the recoverable amount is less than the carrying amount. 

Impairment losses are recognised immediately in the income statement. 

In the event of an impairment loss, Fortis Bank Nederland first reduces the carrying amount of goodwill allocated to the cash 

generating unit and then reduces the other assets in the cash-generating unit pro rata on the basis ofthe carrying amount of 

each asset in the cash generating unit. Previously recognised impairment losses relating to goodwill are not reversed. 

Fortis Bank Nederland may obtain control of a subsidiary in more than one transaction. When this occurs, each exchange 

transaction is treated separately by Fortis Bank Nederland. The cost of each transaction is compared to the fair value of each 

transaction to determine the amount of goodwill associated with that individual transaction. Before Fortis Bank Nederland 

obtains control of the entity, the transaction may qualify as an investment in an associate and may be accounted for using the 

equity method. If so, the fair value of the investee's identifiable net assets at the date of each earlier transaction will have 

been determined in applying the equity method to the investment. 

O ther in tang ib le asse ts 

Internally generated intangible assets 

Internally generated intangible assets are capitalised when Fortis Bank Nederland can demonstrate all of the following: 

• the technical feasibility of completing the intangible asset so that it will be available for use or sale; 

• its intention to complete the intangible asset and use or sell it; 

• its ability to use or sell the intangible asset; 

• how the intangible asset will generate probable future economic benefits; 

• the availability of adequate technical, financial and other resources to complete the development and to use or sell the 

intangible asset; 

• its ability to measure reliably the expenditure attributable to the intangible asset during its development. 

Intangible assets arising from research and internally generated goodwill are not capitalised. 
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Software 
Software for computer hardware that cannot operate without that specific software, such as the operating system, is an 
integral part ofthe related hardware and it is treated as property and equipment. If the software is not an integral part ofthe 
related hardware, the costs incurred during the development phase for which Fortis Bank Nederland can demonstrate all of 
the above-mentioned criteria are capitalised as an intangible asset and amortised using the straight-line method over the 
estimated useful life. In general, such software is amortised over a maximum of 5 years. 

Other intangible assets with definite lives 
Other intangible assets include intangible assets with definite lives, such as trademarks and licenses that are generally 
amortised over their useful lives using the straight-line method. Intangible assets with finite lives are reviewed at each 
reporting date for indicators of impairment. In general, such intangible assets have an expected useful life of 10 years at 
most. 

1.21 Non-current assets held for sale and discontinued operations 
Non-current assets or a group of assets and liabilities are those for which Fortis Bank Nederland will recover the carrying 
amount from a sale transaction that is expected to qualify as a sale within a year, instead of through continuing use. 

A discontinued operation is a part of Fortis Bank Nederland that has been disposed of or is classified as held for sale and 
• represents a separate major line of business or geographical area of operations; 
• is part of a single co-ordinated plan to dispose of a separate major line of business or geographical area of operations or 

is a subsidiary acquired exclusively with a view to resale. 

Non-current assets held for sale (and disposal groups) are not depreciated but measured at the lower of its carrying amount 
and fair value less costs to sell, and are separately presented on the balance sheet. 

Results on discontinued operations are presented separately in the income statement. 

1.22 Derivative financial instruments and hedging 

Recognition and classification 
Derivatives are financial instruments such as swaps, forward and future contracts, and options (both written and purchased). 
The value of these financial instruments changes in response to change in various underlying variables, require little or no 
net initial investment, and are settled at a future date. 

All derivatives are recognised on the balance sheet at fair value on the trade date: 
• derivatives held for trading in 'assets held for trading' and 'liabilities held for trading' 
• derivatives that qualify for hedge accounting in 'accrued interest and other assets' and 'accrued interest and other 

liabilities'. 

Subsequent changes in the clean fair value (i.e. excluding the interest accruals) of derivatives are reported in the income 
statement under 'other realised and unrealised gains and losses'. 

Financial assets or liabilities can include embedded derivatives. Such financial instruments are often referred to as hybrid 
financial instruments. Hybrid financial instruments include reverse convertible bonds (bonds whose repayment may take the 
form of equities) or bonds with indexed interest payments. If the host contract is not carried at fair value through profit or loss 
and the characteristics and risks ofthe embedded derivative are not closely related to those ofthe host contract, the 
embedded derivative should be separated from the host contract and measured at fair value as a stand-alone derivative. 
Changes in the fair value are recorded in the income statement. The host contract is accounted for and measured applying 
the rules ofthe relevant category ofthe financial instrument. 
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However, if the host contract is carried at fair value through profit or loss or if the characteristics and risks of the embedded 
derivative are closely linked to those ofthe host contract, the embedded derivative is not separated and the hybrid financial 
instrument is measured as one instrument. 

Embedded derivatives requiring separation are reported as hedging derivatives or derivatives held for trading as appropriate. 

Hedging 
On the date a derivative contract is entered into, Fortis Bank Nederland may designate this contract as either (1) a hedge of 
the fair value of a recognised asset or liability (fair value hedge); (2) a hedge of a net investment in a foreign entity or; (3) a 
hedge of future cash flows attributable to a recognised asset or liability or a forecasted transaction (cash flow hedge). Hedges 
of firm commitments are fair value hedges, except for hedges of foreign exchange risk, which are accounted for as cash flow 
hedges. 

At the start of the transaction, Fortis Bank Nederland documents the relationship between hedging instruments and hedged 
items, as well as its risk management objective and strategy for undertaking various hedge transactions. 

Fortis Bank Nederland also documents its assessment - both at the start of the hedge and on an ongoing basis - of whether 
the derivatives that are used in hedging transactions are highly effective in offsetting changes in fair values or cash flows of 
hedged items. 

Only assets, liabilities, firm commitments or highly probable forecast transactions that involve a party external to Fortis Bank 
Nederland are designated as hedged items. 

The change in fair value of a hedged asset or liability that is attributable to the hedged risk and the change in the fair value of 
the hedging instrument in a fair value hedge are recognised in the income statement. The change in the fair value of interest-
bearing derivative instruments is presented separately from interest accruals. 

If the hedge no longer meets the criteria for hedge accounting or is othenwise discontinued, the adjustment to the carrying 
amount of a hedged interest-bearing financial instrument that results from hedge accounting is amortised using the new 
effective interest rate calculated on the hedge discontinuance date. 

Fair value hedge accounting is applied as from 1 January 2005 for portfolio hedges of interest rate risk ('macro hedging'). 
Macro hedging implies that a group of derivatives (or proportions) are viewed in combination and jointly designated as the 
hedging instrument. Although the portfolio may, for risk management purposes, include assets and liabilities, the amount 
designated is an amount of assets or an amount of liabilities. In this context, the starting difference between the fair value and 
the carrying value ofthe hedged item at designation ofthe hedging relationship is amortised over the remaining life ofthe 
hedged item. For macro hedges, Fortis Bank Nederiand uses the 'carved out' version of IAS 39 adopted by the European 
Union which removes some ofthe limitations on fair value hedges and the strict requirements on the effectiveness of those 
hedges. Under this version, the impact of the changes in the estimates of the repricing dates is only considered ineffective if 
it leads to under hedging. 

Changes in the fair value of derivatives that are designated and qualify as cash flow hedges are recognised in equity under 
the caption 'unrealised gains and losses'. Any hedge ineffectiveness is immediately recognised in the income statement. 

When the hedge of a forecasted transaction or firm commitment results in the recognition of a non-financial asset or of a non-
financial liability, the gains and losses previously deferred in equity are transferred from equity and included in the initial 
measurement of that non-financial asset or liability. Otherwise, amounts deferred in equity are transferred to the income 
statement and classified as profit or loss in the periods during which the hedged firm commitment or forecasted transaction 
affects the income statement. 
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This also applies if the hedge no longer meets the criteria for hedge accounting or is otherwise discontinued, but the hedged 
forecasted transactions or firm commitments are still expected to occur. If the hedged forecasted transactions or firm 
commitments are no longer expected to occur, the amounts deferred in equity are transferred to the income statement 
directly. 

For net investment hedges: see 1.6 Foreign currency. 

1.23 Securitisations 
Fortis Bank Nederland securitises various consumer and commercial financial assets. These securitisations may take the 
form of a sale of the related assets or a credit risk transfer through the use of funded credit derivatives to special purpose 
entities. These special purpose entities then issue various security tranches to investors. The financial assets included in a 
securitisation are fully or partially derecognised when Fortis Bank Nederland transfers substantially all risks and rewards of 
the assets or portions thereof or when Fortis Bank Nederland neither transfers nor retains substantially all risks and rewards 
but does not retain control over the financial assets transferred. 

1.24 Debt certificates, subordinated liabilities and other borrowings 
Debt certificates, subordinated liabilities and other borrowings are initially recognised at fair value net of direct transaction 
costs incurred. Subsequently, they are measured at amortised cost and any difference between net proceeds and the 
redemption value is recognised in the income statement over the period ofthe borrowing using the effective interest method. 

Debt that can be converted into Fortis' own shares is separated into two components on initial recognition: (a) a liability 
instrument and, (b) an equity instrument. The liability component is first determined by measuring the fair value of a similar 
liability (including any embedded non-equity derivative features) that does not have an associated equity component. 

The carrying amount ofthe equity instrument represented by the option to convert the instrument into common shares is then 
determined by deducting the carrying amount ofthe financial liability from the amount ofthe compound instrument as a 
whole. 

Preference shares, which carry a mandatory coupon, or which are redeemable on a specific date or at the option ofthe 
shareholder, including those preferred shares that establish such a contractual obligation indirectly through their terms and 
conditions are classified as borrowings. The dividends on these preference shares are recognised in the income statement as 
interest expense on an amortised cost basis using the effective interest method. 

If Fortis Bank Nederland purchases its own debt, it is removed from the balance sheet and the difference between the 
carrying amount ofthe liability and the consideration paid is included in the income statement. 
In determining whether preference shares are classified as a financial liability or as an equity instrument, Fortis Bank 
Nederland assesses the particular rights attached to the shares to determine whether they exhibit the fundamental 
characteristic of a financial liability. 
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1.25 Employee benefits 

Pension liabilities 
Fortis Bank Nederland operates a number of defined benefit and defined contribution plans throughout its global activities, in 
accordance with local conditions or industry practices. The pension plans are generally funded through payments to 
insurance companies or trustee administered plans, determined by periodic actuarial calculations. 

A defined benefit plan is a pension plan that defines an amount of pension benefit that an employee will receive on 
retirement, usually dependant on one or more factors such as age and years of service. A defined contribution plan is a 
pension plan under which Fortis Bank Nederland pays fixed contributions. Qualified actuaries calculate the pension assets 
and liabilities at least annually. 

For defined benefit plans, the pension costs and related pension assets or liabilities are estimated using the projected unit 
credit method. This method sees each period of service as giving rise to an additional unit of benefit entitlement and 
measures each unit separately to build up the final liability. Under this method, the cost of providing these benefits is charged 
to the income statement to spread the pension cost over the service lives of employees. The pension liability is measured at 
the present value ofthe estimated future cash outflows using interest rates determined by reference to market yields on high 
quality corporate bonds that have terms to maturity approximating the terms of the related liability. Net cumulative 
unrecognised actuarial gains and losses for defined benefit plans exceeding the corridor (greater than 10% ofthe present 
value of the defined benefit obligation or 10% of the fair value of any plan assets) are recognised in the income statement 
over the average remaining service lives of the employees. 

Past-service costs are recognised immediately in the income statement, unless the changes to the pension plan are 
conditional on the employees remaining in service for a specified period of time (the vesting period). In this case, the past-
service costs are amortised on a straight-line basis over the vesting period. 

Assets that support the pension liabilities of an entity, must meet certain criteria in order to be classified as 'qualifying pension 
plan assets'. These criteria relate to the fact that the assets should be legally separate from Fortis Bank Nederland or its 
creditors. If these criteria are not met, the assets are included in the relevant item on the balance sheet (such as investments, 
property and equipment). If the assets meet the criteria, they are netted against the pension liability. 

When the fair value of the plan assets is netted against the present value of the obligation of a defined benefit plan, the 
resulting amount could be negative (an asset). In this case, the recognised asset cannot exceed the total of any cumulative 
unrecognised net actuarial losses and past service costs, and the present value of any economic benefits available in the 
form of refunds from the plan or reductions in future contributions to the plan. 

Benefit plans that provide long-term service benefits, but that are not pension plans, are measured at present value using the 
projected unit credit method. 

Fortis Bank Nederland's contributions to defined contribution pension plans are charged to the income statement in the year 
to which they relate. 
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Other post-retirement liabilities 
Some ofthe Fortis Bank Nederland companies provide post-retirement employee benefits to retirees such as preferential 
interest rate loans and health care insurance. Entitlement to these benefits is usually based on the employee remaining in 
service up to retirement age and the completion of a minimum sen/ice period. Expected costs of these benefits are accrued 
over the period of employment, using a methodology similar to that for defined benefit pension plans. These liabilities are 
determined based on actuarial calculations. 

Equity compensation benefits (or equity participation plans) 
Share options and restricted shares are granted to employees for services received. The fair value ofthe services received is 
determined by reference to the fair value ofthe share options and restricted shares granted. Compensation expense is 
measured on the grant date based on the fair value of the options and restricted shares and is recognised over the vesting 
period ofthe options and restricted shares. 

The fair value of the share options is determined using an option-pricing model that takes into account the stock price at the 
grant date, the exercise price, the expected life ofthe option, the expected volatility ofthe underlying stock and the expected 
dividends on it, and the risk-free interest rate over the expected life ofthe option. When the options are exercised and new 
shares are issued, the proceeds received, net of any transaction costs, are credited to share capital (par value) and the 
surplus to share premium. If for this purpose own shares have been repurchased, they will be eliminated from treasury stock. 

Loans granted at preferential rates 
Loans are sometimes provided to employees at an interest rate which is lower than the market rate. The terms of the loans 
granted at preferential rates state that employees lose the benefit of receiving a preferential rate upon termination of 
employment, at which time the interest rate on the loan is adjusted to the current market rate. However, some Fortis Bank 
Nederland entities allow their employees to keep the preferential rate subsequent to retirement. 

For the first category, the difference between the net present value of the loans at preferential rate and the net present value 
at the prevailing market rate is recognised in the balance sheet as a deferred compensation expense and recorded under 
operating and administrative expenses over the period that the employee obtains the benefit. Likewise, interest income is 
corrected to show the loans at market rate. 

When loans continue after retirement and the former employees continue to benefit from preferential rates due to their past 
service at Fortis Bank Nederland, this benefit is taken into account in determining post-retirement benefits other than 
pensions. 

Employee entitlements 
Employee entitlements to annual leave and long-service leave are recognised when they accrue to employees. A provision is 
made for the estimated liability for annual leave and long-service leave as a result of services rendered by employees up to 
the balance sheet date. 

1.26 Provisions, contingencies, commitments and financial guarantees 

Provisions 
Provisions are liabilities involving uncertainties in the amount or timing of payments. Provisions are recognised if there is a 
present obligation to transfer economic benefits, such as cash flows, as a result of past events and if a reliable estimate can 
be made at the balance sheet date. Provisions are established for certain guarantee contracts for which Fortis Bank 
Nederland is responsible to pay upon default of payment. Provisions are estimated based on all relevant factors and 
information existing at the balance sheet date, and are typically discounted at the risk-free rate. 

Contingencies 
Contingencies are those uncertainties where an amount cannot be reasonably estimated or when it is not probable that 
payment will be required to settle the obligation. 
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Commitments 
Loan commitments that allow for draw down of a loan within the timeframe generally established by regulation or convention 
in the market place are not recognised as derivative financial instruments. Loan commitments that are designated as at fair 
value through profit or loss or where Fortis Bank Nederland has a past practice of selling the assets resulting from its loan 
commitments are recognised on the balance sheet at fair value with the resulting change recognised in the income statement. 
Acceptances comprise undertakings by Fortis Bank Nederland to pay bills of exchange drawn on customers. Fortis Bank 
Nederland expects most acceptances to be settled simultaneously with the reimbursement from customers. Acceptances are 
not recognised in the balance sheet and are disclosed as commitments. 

Financial guarantees 
Financial guarantee contracts that require payments to be made in response to changes in a specified interest rate, financial 
instrument price, commodity price, foreign exchange rate, index of prices or rates, credit rating or credit index, or other 
variables, and non-financial variables which are not specific to a party to the contract, are accounted for as derivatives. 

Financial guarantee contracts requiring Fortis Bank Nederland to make specified payments to reimburse the holder for a loss 
it incurs because a specified debtor fails to make payment when due, are accounted for as insurance contracts if significant 
insurance risk is transferred to Fortis Bank Nederland. 

1.27 Equity 

Share capital and treasury shares 
Share issue costs 
Incremental costs directly attributable to the issue of new shares or share options, other than on a business combination, are 
deducted from equity net of any related income taxes. 

Preference shares 
Preference shares which are non-redeemable and upon which dividends are declared at the discretion ofthe directors are 
classified as equity. 

Compound financial instruments 
Components of compound financial instruments (liability and equity parts) are classified in their respective area ofthe 
balance sheet. 

Other equity components 
Other elements recorded in equity are related to: 
• direct equity movements associates (see 1.5) 
• foreign currency (see 1.6) 
• available-for-sale investments (see 1.16) 
• cash flow hedges (see 1.22). 

1.28 Interest income and expense 
Interest income and interest expense are recognised in the income statement for all interest-bearing instruments (whether 
classified as held to maturity, available for sale, held at fair value through profit or loss or derivatives) on an accrual basis 
using the effective interest method based on the actual purchase price including direct transaction costs. Interest income 
includes coupons earned on fixed and floating rate income instruments and the accretion or amortisation ofthe discount or 
premium. 
Once a financial asset has been written down to its estimated recoverable amount, interest income is thereafter recognised 
based on the effective interest rate that was used to discount the future cash flows for the purpose of measuring the 
recoverable amount. 





1.29 Realised and unrealised gains and losses 
For financial instruments classified as available for sale, realised gains or losses on sales and divestments represent the 
difference between the proceeds received and the initial book value ofthe asset or liability sold, minus any impairment losses 
recognised in the income statement after adjusting for the impact of any fair value hedge accounting adjustments. Realised 
gains and losses on sales are included in the income statement in the caption 'realised capital gains (losses) on investments'. 

For financial instruments carried at fair value through profit or loss, the difference between the carrying value at the end of the 
current reporting period and the previous reporting period is included in 'other realised and unrealised gains and losses'. 

For derivatives, the difference between the carrying clean fair value (i.e. excluding the unrealised portion of the interest 
accruals) at the end ofthe current reporting period and the previous reporting period is included in 'other realised and 
unrealised gains and losses'. 

Previously recognised unrealised gains and losses recorded directly into equity are transferred to the income statement upon 
derecognition or upon the financial asset becoming impaired. 

1.30 Fee and commission income 

Fees as integral part of effective interest rate 
Fees that are an integral part ofthe effective interest rate of a financial instrument are generally treated as an adjustment to 
the effective interest rate. This is the case for origination fees, received as compensation for activities such as evaluating the 
borrower's financial condition, evaluating and recording guarantees, etc., and also for origination fees received on issuing 
financial liabilities measured at amortised cost. Both types of fees are deferred and recognised as an adjustment to the 
effective interest rate. However, when the financial instrument is measured at fair value through profit or loss, the fees are 
recognised as revenue when the instrument is initially recognised. 

Fees recognised as services are provided 
Fees are generally recognised as revenue as the services are provided. If it is unlikely that a specific lending arrangement 
will be entered into and the loan commitment is not considered a derivative, the commitment fee is recognised as revenue on 
a time proportion basis over the commitment period. 

Fees recognised upon completion of the underlying transaction 
Fees arising from negotiating or participating in the negotiation of a transaction for a third party, are recognised upon 
completion ofthe underlying transaction. Commission revenue is recognised when the performance obligation is complete. 

Loan syndication fees are recognised as revenue when the syndication has been completed. 

1.31 Transaction costs 
Transaction costs are included in the initial measurement of financial assets and liabilities other than those measured at fair 
value through profit or loss. Transaction costs refer to incremental costs directly attributable to the acquisition or disposal of a 
financial asset or liability. 
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They include fees and commissions paid to agents, advisers, brokers and dealers, levies by regulatory agencies and 
securities exchanges, and transfer taxes and duties. 

1.32 Borrowing costs 
Borrowing costs are generally expensed as incurred. Borrowing costs that are directly attributable to the acquisition or 
construction of an asset are capitalised while the asset is being constructed as part of the cost of that asset. Capitalisation of 
borrowing costs should commence when: 
• expenditures for the asset and borrowing costs are being incurred 
• activities necessary to prepare the asset for its intended use or sale are in progress. 

Capitalisation ceases when the asset is substantially ready for its intended use or sale. If active development is interrupted 
for an extended period, capitalisation is suspended. Where construction occurs piecemeal and use of each part is possible as 
construction continues, capitalisation for each part ceases upon substantial completion of that part. 

For borrowing associated with a specific asset, the actual rate on that borrowing is used. Otherwise, a weighted average cost 
of borrowings is used. 

1.33 Income tax expense 
Income tax payable on profits is recognised as an expense based on the applicable tax laws in each jurisdiction in the period 
in which profits arise. The tax effects of income tax losses available for carry-forward are recognised as a deferred tax asset 
if it is probable that future taxable profit will be available against which those losses can be utilised. 

Deferred tax is provided in full, using the balance sheet liability method, on temporary differences arising between the tax 
bases of assets and liabilities and their carrying amounts in the consolidated financial statements. 

The rates enacted or substantively enacted at the balance sheet date are used to determine deferred taxes. 

Deferred tax assets are recognised to the extent that it is probable that sufficient future taxable profit will be available to allow 
the benefit of part or the entire deferred tax asset to be utilised. 

Deferred tax liabilities are provided on taxable temporary differences arising from investments in subsidiaries, associates, 
and joint ventures, except where the timing ofthe reversal ofthe temporary difference can be controlled and it is probable 
that the difference will not reverse in the foreseeable future. 

Current and deferred tax related to fair value re-measurement of available-for-sale investments and cash flow hedges which 
are charged or credited directly to equity is also credited or charged directly to equity and is subsequently recognised in the 
income statement together with the deferred gain or loss. 
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2. Acquisitions and disposals 

The following acquisitions and disposals were made in 2007, 2006 and 2005. Details of the acquisition of ABN AMRO are 
disclosed in note 18. 

2.1 Acquisitions 
The major acquis i t ions that took place in 2007 , 2006 and 2005 are: 

Acquired company 

Italia Finance and Trading 

Fortis Commercial Finance Luxembourg 

Atradius Factoring activities 

Fortis Prime Fund Solution (BVI) Ltd 

Capitalised Goodwill/ 

Quarter of Acquisition Percentage intangible (negative 

acquisition amount acquired assets goodwill) Segment 

(5) Merchant & Private Banking 

9 Merchant & Private Banking 

36 Merchant & Private Banking 

7 Merchant & Private Banking 

Fortis Intertrust Management Pte Ltd 

Fortis Bank Cl 

FCF Turkey 

Ql 2007 

Q2 2007 

03 2007 

9 

211 

17 

100 

100 

100 

8 

(20) 

8 

Merchant & Private Banking 

Merchant & Private Banking 

Merchant & Private Banking 





ortis Bank Nederland (Holding) N.V. Financial Statements 2007 I 37 

2.2 Assets and liabilities of acquisitions and disposals 
The table below provides details on the assets and liabilities resulting from the acquisitions or disposals of subsidiaries, 
associates and joint ventures at the date of acquisition or disposal. 

2007 2006 2005 

Acquisitions Divestments Acquisitions Divestments Acquisitions Divestments 
Assets and liabilities of acquisitions and divestments 

Cash and cash equivalents 

Due from banks 

Due from customers 

Investments 

Other receivables 

Property and equipment 

Goodwill and other intangible assets 

Accrued interest and other assets 

Due to banks 

Due to customers 

Current and deferred tax liabilities 

Accrued interest and other liabilities 

Minority interests 

Net assets acquired / Net assets divested 

Negative goodwill 

Gain (loss) on disposal gross 

Cash used for acquisitions / received from divestments: 

Total purchase consideration / Proceeds from sale 

Less: Cash and cash equivalents acquired / divested 

Less: Non-cash consideration 

Cash used tor acquisit ions / received for 

divestments 

1 

23,777 

1 

23,777 

6 

(23,783) 

1 

(23,782) 

(34) 

(14) 

(21) 

(25) 

(1) 

(13) 

1 

( 3 1 ) 

6 

25 

(34) 

( 9 ) 

4 

1 

40 

14 

7 

2 

39 

2 

18 

9 

( 2 ) 

(27) 

( 1 ) 

(27) 

( 3 ) 

1 

500 

44 

99 

294 

1 

36 

8 

199 

39 

4 

63 

676 

(14) 

12 

( 2 6 ) 

( 9 ) 

4 

5 

(1) (684) 

1 

14 

(667 ) 

31 

(14) 

17 





3. ssued capital and reserve 

3.1 Unrealised gains and losses included in issued capital and reserve 
The following table shows the composition of Issued capital and reserves as at 31 December 2007. 

Issued capital 

Issued capital premium reserve 

Other reserves 

Currency translation reserve 

Net profit attributable to shareholders 

Unrealised gains and losses 

Issued capital and reserves 

643 

16,868 

2,913 

(23) 

1,296 

66 

21,763 

Authorised issued capital amounts to EUR 1.176.856.500 distributed over 1.853.711 ordinary shares and 500.002 non-

cumulative preference shares, each share having a nominal value of EUR 500.00, 

Issued and paid-up capital amounts to EUR 567,9 million ordinary shares and EUR 172.6 million preference shares distributed 

over 1.135.783 ordinary shares, 345.163 non-cumulative preference shares and 

1 cumulative preference class-E share (7.7%), each with a nominal value of EUR 500,00, The non-cumulative preference shares 

comprise 150.000 class A shares (5, 85%), 240,048 new class-B shares (without a predefined payout ratio) and 195,161 class-C 

shares (5.5%), The preference class-C shares are, in compliance with EU-IFRS financial statements reported as subordinated 

liabilities. The share premium on the preference class A and B shares are registered on separated accounts and are allocated to 

the class of shares. 

In 2007 the most important changes in issued capital an issued capital premium reserve relates to the acquisition of ABN-AMRO. 

• Fortis Bank Nederland has issued 2 new shares to Fortis N.V./SA at a total amount of EUR 14.6 billion: an issue of 2 ordinary 

shares of EUR 500 each and a separate connected share premium reserve of EUR 14.6 billion. Main part ofthis was financed 

by Fortis via the fully underwritten Rights Issue of 896,181,684 new shares at a total amount of EUR 13.2 billion to finance the 

acquisition of ABN-AMRO (see note 18) placed on 25 September 2007. 

• Fortis Bank Nederland has issued on 21 December 2007 preference shares of Fortis Bank Nederland (Holding) N.V. These 

preference shares, which were issued as an alternative instrument, were offered to the former holders of non-listed preference 

shares of ABN AMRO Holding N.V. A total of EUR 210 million was issued: 150,000 new preference shares of EUR 500 each 

and a separate connected share premium reserve of EUR 135 million. The preference shares entitle the holder to an annual 

coupon of 5.85%. The proceeds of the issue will be used to finance the acquisition of certain parts of ABN AMRO and to 

increase the shareholders' equity of Fortis Bank Nederland. 

Next to this in 2007 as a result of a change in the Articles of Association EUR 52 million was transferred from the Issued capital 

premium reserve to the Issued capital. 

Other reserves include an amount of EUR - 131 million that relates to the equity component of the in 2007 issued subordinated 

convertible securities (see note 26). 

The Currency translation reserve is a separate component of Issued capital and reserves in which are reported the exchange 

differences, arising from translation of the results and financial positions of foreign operations that are included in the Fortis Bank 

Nederland (Holding) Consolidated Financial Statements. 
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Fortis Bank Nederland hedges net investments in foreign operations. The net investment in a foreign operation is Fortis Bank 

Nederland's interest in the net assets of that operation. Exchange differences arising on borrowings and other currency 

instruments designated as hedging instruments of such investments are also recorded in equity (under the heading Currency 

translation reserve) until the disposal of the net investment, except for any hedge ineffectiveness which will be immediately 

recognised in the income statement. On disposal of a foreign entity, such exchange differences are recognised in the income 

statement as part of the gain or loss on the sale. 

Until 2005, the exchange differences arising on borrowings and other currency instruments designated as hedging instruments of 

investments in foreign operations, were reported as Unrealised gains and losses and not included in the Currency translation 

reserve. 

The table below shows changes in Unrealised gains and losses included in Issued capital and reserves 

31 December 2007 

Gross unrealised gains and losses 

Related tax 

Total 

Available 

for sale 

investments 

114 

(25) 

89 

Revaluation 

of 

associates 

(23) 

(23) 

Total 

91 

(25) 

66 

31 December 2006 

Gross unrealised gains and losses 

Related tax 

Total 

152 

(35) 

117 

152 

(35) 

117 

31 December 2005 

Gross unrealised gains and losses 

Related tax 

Total 

278 

(77) 

201 

278 

(77) 

201 

Unrealised gains and losses in Available for sale investments are discussed in detail in note 17.2. 

Proposed dividend for 2007 
The Board of Directors will propose to the Annual General Meetings of Shareholders on 18 April 2008 a cash dividend of EUR 

400 million which will be payable on 24 April 2008. 
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4. Minority interests 

The following table provides information about the most significant minority interests in the Fortis Bank Nederland entities. 

% of minority Amount at Amount at Amount at 

interest 31 December 2007 31 December 2006 31 December 2005 

Group company 

Leyden Bay B.V. 

Moeara Enim 

Fortis Intertrust 

Fortis de Hondsrug B.V. 

Fortis Holding (Curagao) N.V. 

FMM Investments N.V. 

Fortis Bank (Cl.) Limited 

Other 

Total 

50.0% 

30.3% 

25.0% 

25.0% 

25.0% 

25.0% 

25.0% 

25.0% 

455 

136 

34 

6 

8 

12 

4 

655 

140 

17 

4 

8 

3 

10 

5 

187 

146 

15 

2 

6 

175 

In the table above the minority interests of 25.0 % of Fortis Intertrust is held by Fortis Bank Luxembourg, a group company of 

Fortis. 
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5. Risk management 

5.1 Introduction 
Sound risk management is one of the key pillars of support for a strategy of sustainable profitable growth and therefore a core 
competency at Fortis. Fortis relies upon a strong risk management framework for several reasons: to ensure that it maintains 
consistently high standards of risk management, to raise executive management's awareness and understanding of the risks 
being taken, to encourage optimisation ofthe risk/return ratio and to measure group-wide economic capital. The risk 
management framework resides at all levels within the group. 

Fortis executes its risk strategy and undertakes controlled risk-taking activities within its risk management framework. This 
framework combines core policies and methods and process design with broad oversight and is supported by risk performance 
monitoring at group and local business level. Fortis continuously reviews and upgrades its risk management framework in order 
to align its long-term strategy in the field with lessons learned through its own and general best practices. The following figure 
shows the Fortis risk governance framework, of which Fortis Bank Nederland's risk governance framework is an integrated part. 

Risk Structure 
& 

Organisation 

Risk Philosophy 
Risk Strategy 

Risk 
Policies 

Risk 
Methods 

Risk Management Process 

Each of the interrelated components of the risk governance framework is described in this section, including a quantitative and 
qualitative overview of Fortis Bank Nederland's risk exposure. 

5.2 Philosophy, strategy and principles of sound risk management 

5.2.1 Risk Management Philosophy 
Fortis defines risk as the deviation from anticipated outcomes that may affect the value, capital or earnings of Fortis. Fortis' risk 
thus stems from its exposure to external or internal risk factors in conducting its business activities. Risk taking is an integral part 
of Fortis' value proposition to its shareholders. Fortis aims to take risks of which it has a good understanding and which can be 
adequately managed either at individual or at overall portfolio level. Fortis actively seeks exposure to these risks if it is efficient 
and affordable to do so. Risks that are not actively sought but rather arise as a consequence of conducting business are reduced 
to acceptable levels. 
Fortis aims to meet its shareholders and stakeholders expectations and to take and manage risks in a controlled and transparent 
manner. 





5.2.2 Risk Management Principles 
At Fortis, risk management is based on the four guiding principles resulting from the risk governance framework; 

• Optimising risk/return in a controlled manner at high standards: Fortis is a professional risk taker; assuming risk (both actively 

and passively) is intrinsic to how Fortis creates value for its shareholders. To ensure Fortis delivers superior shareholder value 

creation, its risk taking is both controlled and directed towards businesses that provide shareholders with attractive risk-

adjusted returns. 

• Clearly established responsibility and accountability: Fortis operates according to the principle of delegated authority. 

Individuals or business units are fully responsible for their decisions and their incentives are aligned with Fortis' business 

objectives 

• Independent and properly resourced risk management functions: Risk-taking activities require the independent supervision of 

the risk management function. Well-resourced independent risk management, which is clearly separate from any business 

decisions, is essential in order to avoid conflicts of interest, to ensure proper risk governance and, consequently, to enforce 

the Group Risk Policy. 

• Open risk culture to promote trust and confidence: Risk transparency and responsiveness to change are integral to Fortis' 

business culture. Fortis has institutionalised processes to facilitate risk management knowledge sharing within the group and 

with external stakeholders. 

5.2.3 Risk S t ra tegy 

Fortis' risk strategy sets out how, what type of risks and to what extent risks are taken in order to achieve Fortis' business 

objectives. It also sets out to what extent undesired risks should be mitigated and avoided. Hence, Fortis' risk tolerance and risk 

appetite are components of its risk strategy. The risk strategy should not be considered independently, as it is based in part on 

Fortis' corporate strategy, is aligned with Fortis' strategic objectives, and leads to Fortis' planning and capital management 

processes. 

Fortis' attitude towards risk reflects its desire or willingness to actively take certain risks (and to what extent) and to avoid or 

mitigate others, Fortis has classified each type of risk to which it is exposed into the following categories; 

Core risks: those risks to which Fortis actively seeks exposure when it is efficient for the group to do so and where exposure can 

be contained and managed either at individual or at overall portfolio level. Fortis aims to continuously improve its understanding 

of risk to extend the universe of risks it underwrites and intermediates and to enhance its ability to manage existing risk 

exposures. 

The main sub-categories of core risks are credit risk, market risk (ALM risk and trading risk), insurance risk and liquidity risk. 

Insurance risk can be further broken down into property & casualty risk and life & health risk. Liquidity risk can be further split into 

funding risk and market liquidity risk. 

Non-core risks: risks that as a rule are not actively sought but arise as a consequence of conducting business. These include, but 

are not limited to, operational risk. Operational risk can be further broken down into business risk and event risk. These risks are 

reduced to acceptable levels, taking into account the cost and benefit trade-offs. As such, Fortis manages its operational risks 

and protects its reputation by ensuring that its business practices conform to the highest standards of integrity as specified in its 

Code of Conduct. 
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In addition to the strategic classification defined above, Fortis uses a standard risk taxonomy that includes all material risks. It is 
reviewed and updated on a yearly basis to ensure that all material risks are identified, defined and fed into the risk governance 
framework, Fortis' current risk taxonomy is summarised in the following chart. 

1 
^ 

r 
I 

1 

Financial 
Risk 

1 

Credit Risk 

Counterparty Risk 
Country Risk 

Market Risk 

ALM RISK: 
• Interest Rate Risk 
• Equity Risk 
• Real Estate Risk 

• Currency Risk 
• Spread Risk 

TRADING RISK: 
• Price Risk & Volatility 

Risk on a Borad 
range of market 
factors. 

Total Risk 

1 

Insurance 
Liability Risk 

1 

Life Risk 

Mortality Risk 
Longevity Risk 
Morbidity Risk 
Disability Risk 

Non-Life Risk 

• Home Claims 
• Motor Claims 
• Third Party Liability 

Claims 
• Accident Claims 
• Business Interrupt 

Claims 
• Travel Claims 
• 

on 

1 
Liquidity 

Risk 

1 

Funding Liquidity Risk 

Operational 
Risk 

1 

Business Risk 

i 

Market Liquidity Risk 

Adverse changes in 
volumes 
Adverse changes in 
margins and costs 
Strategic Risk 

Event Risk 

Risk stemming from 
operational events: 

• International Fraud 
• Extemal Fraud 
• Malicious Damage 
• Employee Practices & 

Workplace Safety 
• Clients, Products & 

Business 
• Practices 
• Disasters and Public 

Safety 
• Technology and 

infrastructure Failures 
• Execution. Delivery 

and Process 
Management. 

A detailed explanation of each risk type relevant for Fortis Bank Nederland is provided in the descriptions of the related risk 
management framework and process (as from 5.4). 
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5.3 Risk management organisation 
Fortis' Risk Management organisation is designed to enable the implementation of Fortis' risk strategy and to ensure; 

• clear responsibility and accountability regarding risk management; 

• independence of the risk management functions; 

• transparent and coherent risk-related decision-making throughout Fortis Group, covering all risks of the Fortis risk taxonomy. 

5.3.7 Risk management and monitoring 
Risk management and monitoring are performed throughout Fortis Group by delegated authorities ranging from the local risk 

management organisation in geographical areas, to the business risk management, and to Central Risk Management in close 

cooperation with Asset & Liability Management. 

5.3.7.7 Central Risk Management (CRM) 

The Central Risk Management (CRM) department is headed by the Chief Risk Officer. Its primary role is to ensure that the group 

pursues consistently high standards of risk management, to raise executive management's awareness and understanding of the 

risks being taken, to encourage optimisation of the risk/return ratio, to measure group-wide economic capital and to validate risk 

models. 

CRM provides support to the businesses regarding risk issues and supports the work of the various risk committees. It also 

coordinates the implementation of risk initiatives and risk communication. 

The presence of an integrated risk management framework across the Banking and Insurance activities is perceived as one of 

Fortis' strengths by internal parties (Fortis Audit Services, Investor Relations) and external parties (rating agencies, investment 

analysts and regulators). CRM is also responsible for coordinating communication with these parties, 

5.3.7.2 Asset & Liability Management (ALM) 
Asset & Liability Management (ALM) is charged with closely monitoring all ALM risks related to the balance sheet of Fortis Group 

and its Banking and Insurance entities. ALM performs its duties in accordance with the decisions made by the Group ALCO 

(Asset and Liability Committee) and with due observance of the conditions set by Fortis Bank, Fortis Insurance and the 

Supervisors. ALM defines Fortis' risk appetite and manages its risks by setting up risk guidelines and risk levels. It aims to apply 

the best practices in risk management that have been defined by the regulators and rating agencies. 

5.3.7.3 Businesses Risk Management 

Each business; 

• is responsible for managing its inherent risks within the limits, policies and guidelines set by regulators and Central Risk 

Management; 

• has a Business Risk Committee, which supports its management team in ensuring that key risks are well understood and that 

appropriate risk management procedures are in place; 

• is responsible for managing its inherent risks and ensuring that it has comprehensive risk management systems in place which 

cover the full risk taxonomy. 

The double reporting lines between the Business Chief Risk Officer (and the Business Chief Executive Officer) and the Group 

Chief Risk Officer are designed to reinforce the principles of full transparency on risk-related information (risk quantification, 

profitability, reserves, limits, capital, methodologies, assumptions, risk management organisation, etc.) between the businesses 

and CRM, compliance with group policies, guidelines and limits, and independence of the risk function in the risk decision and 

monitoring process. 
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5.3.7.4 Fortis Audit Services (FAS) 
Fortis Audit Services supports the achievement of Fortis' objectives by providing professional and independent assurance. FAS is 
evaluating the effectiveness of governance, risk and control processes and recommends solutions for optimising them. 

Fortis Audit Services regularly audits the risk management functions of Fortis at group, business and local levels. 

5.3.2 Fortis Risk Committee Structure 
A comprehensive risk committee structure ensures that risk decisions are taken at the appropriate level. 

Authority Level 

Board Risk 
committee 

Executive Risk 
committees 

Risk Committees 

/ Risk& Capital \ 
/ Committee \ 

Corporate Risk 
committees 

Business Risk 
committees 

Local Risk 
committees 

Risk Management 
community 

• \ 
/ \ 
/ Fortis Risk \ 

/ Committee Group ALCO \ 

Fortis 
Investment 

RC 

Bank 

MPB 
Banking 

RC 

l i 
Retail 

banking 
RC 

Group 
Consumer 

Finance 

Local Risk Committees / Country Risk Committee 

Technical Committees / Extended CRM MT / 

Credit Risk MT/ Risk Convention 

The overall responsibility for the risks taken by Fortis rests with the Fortis Board. In order to fulfil its risk mission, the Fortis Board 
has the support of both the Fortis Risk and Capital Committee and the Fortis Audit Committee (AC), The Fortis Board has 
delegated the day-to-day management to the Executive Committee (ExCo) under the leadership of the Chief Executive Officer 
(CEO). 
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5.3.2.7 Board Risk Commit tees 

Risk and Capital Committee (RCC) 

Composed of non-executive Board members, the RCC meets at least three times a year and assists the Board in understanding 

the risks run by Fortis that are typically inherent to Banking and Insurance activities, overseeing the proper management of these 

risks, and ensuring the adequacy of Fortis' capital relative to these risks and to those inherent to its overall operations. 

The main responsibilities of the RCC are to approve the risk governance framework and to make recommendations to the Board 

on the target risk profile and the related relevant policies. 

Fortis Audit Committee (AC) 

Not being a risk committee, the role of the AC is to assist the Board in fulfilling its supervision and monitoring responsibilities in 

respect of internal control in the broadest sense within Fortis, including internal control over financial reporting. 

At least once a year the AC, on behalf of the Board of Directors, reviews the quality and effectiveness of procedures and 

structures under which risks at Fortis are managed, risk-related accounting policies, capital assessment procedures and the 

performance of the internal control system. 

As of 16 January 2008 Fortis Bank Nederland has established an Audit Committee. 

5.3.2.2 Fortis Executive Risk Commit tees 

The CEO reports to the Fortis Board on Fortis' risk profile and capital adequacy and presents proposals to the Fortis Board on 

risk policies and rules and on financing Fortis Group transactions. The ExCo is supported in its tasks by the Executive Risk 

Committees. 

Fortis Risk Committee (FRC) 

The Fortis Risk Committee, chaired by the Fortis Chief Risk Officer, supports the CEO and the Executive Committee in ensuring 

that the Group has an adequate understanding of its key risks and that it has a sound risk management in place. A key role of 

the Fortis Risk Committee is to guarantee the consistency of risk management approaches across the Group (Bank and 

Insurance) and to make sure that risk-related topics at group level have been taken into account. 

Group Assef and Liability Committee (Group ALCO) 

The Group ALCO approves the group strategic asset allocation and monitors overall Group-ALM exposure. Its responsibilities are 

asset and liability management, monitoring and control, 

5.3.2.3 Corporate Risk Commit tees 

The Fortis Board is supported in its tasks by the following Corporate Risk Committees; 

• The Central Asset & Liability Management and Market Policy Committee (ALM & MPC) defines the bank's balance sheet 

management policies and limits, monitors the balance sheet structure, approves ALM risk management structures, agrees on 

significant transactions affecting the balance sheet and signs off on new products launched by the business lines. These tasks 

also include monitoring of trading risk limits. 

• The Central Operational risk Policy Committee (OPC) establishes norms, policies and measurement standards in relation to 

operational risk-linked exposure. 

• The Central Credit Policy Committee (CPC) approves credit risk policies and processes, decides on concentration limits, signs 

off on new credit products and monitors credit portfolio quality and credit delegation limits. 

• The Central Credit Committee (CCC) decides on individual obligor risks, including country and bank limits, and approves 

transactions above a certain level affecting the balance sheet, within the lending limit of the bank. 

• The Fortis Group Committee on Impairments and Provisions (FGCIP) supervises worldwide Value Adjustments (VA) on a 

consolidated basis. 

• The Insurance Asset and Liability Committee (Insurance ALCO) makes proposals to the Insurance Risk Committee, which 

steers the strategic asset allocation at Fortis Insurance level and monitors and manages the overall Insurance ALM risk 

exposure. 





5.3.2.4 Technical Risk Committees & Platforms 
The Technical Risk Committees & Platforms consist of the following; 
• The Capital Platform acts as a discussion forum for group capital related topics. The main purpose of the Capital Platform is 

information and know-how-sharing on capital related matters as well as ensuring alignment on capital related topics. 
• The Model Acceptance Group (MAG) takes decisions about technical/methodological issues, assessing regulatory compliance 

and consistency pertaining to credit risk assessment methodologies and model application. 
• The Operational ALCO Committee is an implementation committee that takes the appropriate measures required to 

implement decisions taken by the Group ALCO. 
• The Liquidity & Funding Competence Centre (LFCC) is responsible for: 

o steering and prioritisation of Fortis' liquidity; 
o the exchange of cross-sector (Banking-Insurance) knowledge of liquidity issues and advice on solutions for funding 

liquidity problems. 

5.4 Financial Risks 
Financial risk encompasses two types of risk; credit risk and market risk. 

5.4.1 Credit Risk 
Credit risk is defined as the risk to eamings or capital arising from an obligor's failure to meet the terms of any contract or to 
otherwise fail to perform as agreed. 

5.4.1.1 Credit Risk Management 
All credit risk management within Fortis Bank Nederland is governed by one policy, the Fortis Credit Policy. This policy contains a 
set of principles, rules, guidelines and procedures for identifying, measuring, approving and reporting credit risk within Fortis. The 
Fortis Credit Policy establishes a consistent framework for all credit risk-generating activities, either through direct lending 
relationships or through other activities resulting in credit risk such as investment activities or reinsurance claims. The policy is 
subdivided into four categories; principles and framework, cross-business policies, business-specific policies and instructions. 

The principles and framework section comprises the core values and parameters that define Fortis' risk tolerance and 
characterise its credit culture. These are universal and unchanging, with the exception of the Credit Risk Strategy (embedded in 
the Credit Risk Charter), which is subject to change in response to market developments and business strategy. Cross-business 
policies, business-specific policies and instructions are dynamic, i.e. they are subject to amendment or review based on changing 
circumstances and accumulated experience. 

Cross-business policies describe the framework according to which a specific product or credit activity must be organised 
across more than one business or within Fortis as a whole. 
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Business-specific policies provide specific guidance on all aspects of a specific product or credit activity restricted to one 

business. They are formulated and developed within the business to ensure applicability and ownership. Instructions give detailed 

Information on processes related to credit activities, 

5.4.1,2 The credit iifecycle 
The basis for effective credit risk management is the identification of existing and potential credit risk inherent in any product or 

activity. This process includes the gathering of all relevant information concerning the products offered, the counterparties 

involved and all other elements that may influence the credit risk. 

Assessing the credit risk of a proposed agreement consists of; 

• analysis of the probability that the counterparty will fail to meet its obligations, including the risk classification on the Fortis 

Master scale; 

• analysis of the possibilities of fulfilling the counterparty's obligations by other means in the event that the counterparty fails to 

meet its obligations by itself; 

• formulation of an independent and substantiated opinion. 

Counterparty acceptance criteria are the conditions that Fortis Bank Nederland applies to the acceptance of credit customers. 

These conditions reflect the general acceptable credit risk profile that Fortis Bank Nederland has defined. Fortis Bank Nederland 

operates in accordance with sound, well-defined credit-granting criteria in order to protect its reputation and ensure its 

sustainability. Fortis Bank Nederland does not wish to be associated with dubious counterparties or credit facilities. The 

counterparty acceptance criteria include a clear indication of the bank's target market and a thorough understanding of the 

borrower or counterparty, as well as of the purpose and structure of the credit and the source of its repayment. Core credit risk 

parameters included in the estimation of expected loss, unexpected loss, and economic capital are probability of default (PD), 

loss given default (LGD), and exposure at default (EAD). 

Authorised persons or committees make a credit decision, informed by the opinion of a credit analyst. Delegation of credit 

authority is the partial transfer of the central credit decision-making authority to the appropriate management levels of credit risk 

management and the businesses. The delegation rules define the decision-making process regarding the acceptance and 

management of counterparty risk. The underlying principle in the rules is the need to achieve an appropriate balance (in terms of 

overall profitability) between two opposite drivers, i.e. maximising the decision-making autonomy of the businesses on the one 

hand and reducing unexpected counterparty risk on the other. 

Monitoring of credit risk is the permanent and automatic control of credit exposures and events with the primary purpose of early 

detection and reporting of potential credit problems. Surveillance consists of daily monitoring of all individual credit risks. 

Comprehensive procedures and information systems monitor the condition of individual credits and single counterparties across 

the various portfolios. These procedures define criteria for identifying and reporting potential credit problems in order to ensure 

that they are subject to proper monitoring, possible corrective action and classification. 

Impaired credits are transferred to the so-called 'Intensive Care' or 'Recovery'. Intensive Care develops strategies to rehabilitate 

an impaired credit or to increase the final repayment. It also provides assistance to the businesses in dealing with non-impaired 

problem loans. The Intensive Care function is segregated from the area that originated the credit. In the event that a counterparty 

fails to meet its obligations and is considered to be unable to meet them in future, all other means must be applied in order to 

fulfil this counterparty's obligations towards Fortis Bank Nederland, such as selling or realising receivables, collateral or 

guarantees. 
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5.4.1.3 Credit risk exposure 
Fortis Bank Nederland's overall credit risk exposure (before collateral held and other credit enhancements) is measured and 
presented as the principal amount of on-balance-sheet claims or off-balance-sheet potential claims on customers and 
counterparties, as at 31 December. Credit risk exposure is presented based on the classification in the balance sheet, as this 
most accurately reflects the nature and characteristics of the exposure. 

Zash and cash equivalents (see note 13) 

2007 

39,269 

2006 

22,075 

Assets held for trading (see note 14) 

Debt securities 
Derivative financial instruments 

Total Assets held for trading 

Due from banks (see note 15) 

Interest bearing deposits 

Loans and advances 

Securities borrowing transactions 

Other 

Total Due trom banks 

Impairments 

Total net Due from banks 

Due from customers (see note 16) 

Govemment and official institutions 

Residential mortgages 

Consumer loans 

Commercial loans 

Securities borrowing transactions 

Other 

Total Due from customers 

Impairments 

Total net Due from customers 

Interest bearing investments (see note 19) 

Treasury bills 

Government bonds 

Corporate debt securities 

Total Interest bearing investments 

Impairments 

Total net Interest bearing investments 

Other receivables (see note 19) 

Impairments 

Total net Other receivables 

Total on balance credit risk exposure 

Impairments 

Total on balance net credit risk exposure 

Off balance credit commitments exposure gross 

Impairments (see note 45) 

Off balance credit commitments exposure net 

Total credit risk exposure gross 

Impairments 

Total net credit risk exposure net 

148 
7,133 
7,281 

3,037 

1,334 

32,942 

1,456 

38,769 

(D 
38,768 

1,782 

63,873 

3,193 

40,310 

20,811 

1,397 

131,366 

(395) 

130,971 

81 

2,948 

3,029 

( 2 ) 

3,027 

3,440 

( 5 ) 

3,435 

223,154 

(403) 

222,751 

53,589 

( 6 ) 

53,583 

276,743 

(409) 

276,334 

180 
4,195 
4,375 

4,345 

769 

21,129 

829 

27,072 

( 1 ) 
27,071 

1,576 

60,682 

4,892 

32,444 

23,493 

1,413 

124,500 

(462) 

124,038 

4 

1,962 

1,607 

3,573 

3,573 

2,935 

(15) 
2,920 

184,530 

(478) 

184,052 

57,491 

(11) 
57,480 

242,021 

(489) 

241,532 
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The off-balance sheet credit commitments exposure can be detailed as follows; 

Available confirmed credit lines given 

- Credit commitments 

- Loans to government and official institutions 

- Residential mortgage 

- Consumer loans 

- Commercial loans 

-Other loans 

Total available confirmed credit lines given gross 

2007 2006 

1,001 

604 

5,253 

5,361 

31,853 

1,685 

45,757 

349 

394 

3,738 

5,684 

39,733 

1,470 

51,368 

Credit related commitments given 

Guarantees and letters of credit 

Banker's acceptances 

Documentary credits 

Total other credit commitments gross 

2,830 

58 

4,944 

7,832 

2,638 

63 

3,422 

6,123 

Total off-balance credit risk exposure gross 53,589 57,491 

When excluding the impact of the Securities lending portfolio. Due from customers increased by EUR 9.5 billion (10%) during 

2007. This increase was mainly supported by Merchant & Private Banking where the growth was principally stipulated by 

increase in commercial loans. Off-balance credit risk commitments is detailed in note 45 

5,4.1.4 Credit Risk nett ing arrangements 

Financial assets and liabilities are offset and the net amount is reported on the balance sheet when there is a legally enforceable 

right to set off the recognised amounts and there is an intention to settle on a net basis, or realise the asset and settle the liability 

simultaneously. However, Fortis Bank Nederland may also enter into netting arrangements that do not meet the criteria for 

offsetting under IFRS. 

The table below provides information on the existence of such non-qualifying rights at year-end as well as on non-qualifying 

master netting agreements that serve to mitigate the exposure to credit loss. The financial assets reported below are those that 

are subject to a legal right of set-off against financial liabilities when such assets are not reported in the balance sheet on a net 

basis. 

Due from customers 

Total credit exposure subject to a legally enforceable right of set-off 

Credit exposure reduced by virtue of a master netting arrangement 

2007 

8,443 

8,443 

1,745 

2006 

6,547 

6,547 

1,109 
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5.4.1.5 Credit Risk Concentrat ion 

Credit Risk Concentration is any exposure to a counterparty or an aggregate of exposures to a number of positively correlated 

counterparties (i.e. tendency to default under similar circumstances) with the potential to produce a significant amount of capital 

loss due to a bankruptcy or failure to pay. Avoidance of concentrations is therefore fundamental to Fortis Bank Nederland's 

credit risk strategy of maintaining granular, liquid and diversified portfolios. 

To avoid a casual credit risk concentration, Fortis Bank Nederland applies the concept of 'total one obligor'. This implies that 

groups of connected counterparties are considered to be a single counterparty in the management of credit risk exposure. To 

manage the concentration of credit risk, Fortis Bank Nederland's credit risk management policy aims to spread the credit risk 

across different sectors and countries. The table below shows Fortis Bank Nederland's industry concentration of the customer 

credit portfolio as at 31 December, 

2007 2006 

Industry sector 

Agriculture, forestry and fishing 

Oil and gas 

Basic Metals 

Raw & intermediate materials 

Consumer goods 

Wood, pulp and paper products 

Technology, media and telecom 

Electricity, gas and water supply 

Chemicals, rubber and plastic products 

Construction and engineering 

Machinery and equipment 

Automotive 

Transportation 

Trade and commodity finance 

Retail 

Real Estate 

Financial Services 

Holdings & other services 

Pubic & social services 

Private persons 

Non-classified 

Total Due from customers net 

Impairments 

Total Due from customers gross 

Carrying amount 

Due from 

customers 

956 

1,634 

1,213 

396 

2,021 

227 

417 

1,879 

1,327 

835 

1,631 

552 

81 

3,887 

819 

6,790 

30,219 

4,777 

5,019 

65,804 

487 

130,971 

(395 ) 

131,366 

Total % 

0.73% 

1.25% 

0.93% 

0.30% 

1.54% 

0.17% 

0.32% 

1.43% 

1.01% 

0.64% 

1.25% 

0.42% 

0.06% 

2.97% 

0.63% 

5.18% 

23.07% 

3.65% 

3.83% 

50.24% 

0.37% 

100% 

Carrying amount 

Due from 

customers 

716 

1,086 

1,144 

347 

2,045 

231 

478 

1,363 

1,103 

744 

1,692 

364 

76 

2,794 

572 

5,601 

31,500 

4,187 

4,676 

63,338 

(19) 

124,038 

(462 ) 

124,500 

Total % 

0.58% 

0.88% 

0.92% 

0.28% 

1.65% 

0.19% 

0.39% 

1.10% 

0.89% 

0.60% 

1.36% 

0.29% 

0.06% 

2.25% 

0.46% 

4.52% 

25.40% 

3.38% 

3.77% 

51.06% 

-0.02% 

100% 

Two relatively significant concentration of credit risk exposures are observed in the categories of 'Private persons' and 'Financial 

Intermediation " with correspondingly 50.2% and 51 .1% of total. The first category consists mainly of residential mortgage loans 

and to a lesser extent of consumer loans. As for the second category - 'Financial Intermediation ", - it consists mostly of financial 

institutions including holdings, investment and insurance companies but excludes banks. The decrease with respect to previous 

year is related to the securities lending portfolio. 
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The table below provides information on the concentration of on-balance credit risk by location of Fortis Bank Nederland entities 

as at 31 December. 

On-balance 

Benelux 

Other European countries 

Asia 

Other 

Total on-balance 

2007 2006 

Credit risk exposure 

on-balance 

204,379 

13,721 

3,719 

1,335 

223,154 

Percentage 

91.6% 

6.1% 

1.7% 

0.6% 

100.0% 

Credit risk exposure 

on-balance 

168,146 

10,732 

3,946 

1,706 

184,530 

Percentage 

91.1% 

5.8% 

2.1% 

1.0% 

100.0% 

The increase in the Benelux was the result of the residential mortgage loan portfolio, cash and cash equivalents and due from 

banks, while the rise in the Other European Countries was mainly the result of trading securities and cash and cash equivalents. 

The table below provides information on the concentration of on-balance credit risk by location of customer and type of 

counterparty (situation on 31 December). 

2007 2006 

On-balance 

Benelux 

Other European countries 

Asia 

Other 

Total on-balance 223,154 100.0% 184,530 100.0% 

Credit risk exposure 

on-balance 

155,444 

38,261 

5,489 

23,960 

Percentage 

69.7% 

17.1% 

2.5% 

10.7% 

Credit risk exposure 

on-balance 

129,840 

29,978 

4,004 

20,708 

Percentage 

70.4% 

16.2% 

2.2% 

11.2% 
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In the following table, Government and Official Institutions includes mandatory reserve deposits with central banks (EUR 1.5 

billion). Credit Institutions comprises Due from banks (including Cash & cash equivalents) and Debt securities issued by banks. 

Trading assets are reported in the column Other. 

Government and Credit 

official institutions institutions 

Corporate Retail 

customers customers Other Total 

31 December 2007 

On-balance 

Benelux 

Other European countries 

Asia 

Other 

Total on-balance 

3,156 

12 

24 

148 

3,340 

39,632 

24,303 

4,108 

6,912 

74,955 

39,384 

12,104 

1,161 

14,207 

66,856 

65,636 

201 

126 

41 

66,004 

7,636 

1,641 

70 

2,652 

11,999 

155,444 

38,261 

5,489 

23,960 

223,154 

31 December 2006 

On balance 

Benelux 

Other European countries 

Asia 

Other 

Total on balance 

4,086 

154 

26 

109 

4,375 

19,243 

17,733 

3,309 

5,485 

45,770 

35,197 

10,624 

479 

14,252 

60,552 

67,115 

729 

185 

557 

68,586 

4,199 

737 

5 

306 

5,247 

129,840 

29,977 

4,004 

20,709 

184,530 

5.4.1.6 Country Risk 

Country risk is defined as the risk that a counterparty is unable to honour its credit obligations due to political, social, economic 

or other events in that country. The emerging countries' risk profile is regularly assessed based on an evaluation of the political, 

economic and transfer and convertibility risks. This assessment is used to set country ratings. 

In view of managing its exposure to country risk, Fortis has established a set of maximum country risk levels for all emerging 

countries according to the country ratings and Fortis' risk appetite. Exposures to individual emerging countries and cross-border 

exposure in aggregate are kept under continual review. Allocation to the country limits is based on the country of residence of the 

borrower, the nature of the transaction and the existence of guarantees or collaterals that allow the transfer of country risk. 

5.4.7.7 Credit Risk rat ing 

Credit Risk rating is a classification that results from the Risk Rating Assignment Process, which is based on a qualified 

assessment and formal evaluation. This classification is the result of: 

• an analysis of each obligor's financial history and estimation of its ability to meet debt obligations in the future; 

• the quality and safety of an asset, based on the issuer's financial condition indicating the likelihood that a debt issuer will be 

able to meet scheduled interest and principal repayments. 

The ultimate goal of the process is to calculate the Expected Loss within one year for every given borrower or asset. 
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Fortis has therefore drawn up a 'Master Scale', which ranges from 0 to 20 and gives an indication of the probability that a 

counterparty will default within one year. Master Scale ratings from 0 to 5 are considered investment grade, from 6 to 17 sub-

investment grade and from 18 to 20 impaired loans. 

The table below provides information on the quality of individually rated loans and off-balance-sheet credit commitments to 

customers (reverse repurchase agreements and securities lending transactions not included) according to the Fortis Master Scale 

model. 

The investment grade category (ratings 0 - 5) represents 54% of the loans and commitment portfolio in scope, the sub-

investment grade category (ratings 6 - 1 7 ) stands for 44% of the loans while the impaired loans (ratings 18 - 20) amount to 2%. 

The credit quality of Fortis Bank Nederland's debt securities in amounts by investment grade at as 31 December is presented 

below. 

2007 2006 

Investment grade 
AAA 

AA 

A 

Investment grade 

Unrated 

Total investments in interest bearing securities gross 

Impairments 

Total investments in interest bearing securities net 

Carrying value 

28 

1 

2,951 

2,980 

49 

3,029 

(2) 

3,027 

Percentage 

0.9% 

0.0% 

97.5% 

98.4% 

1.6% 

100.0% 

Carrying value 

1,940 

508 

1,112 

3,560 

13 

3,573 

3,573 

Percentage 

54.3% 

14.2% 

31.1% 

99.6% 

0.4% 

100.0% 
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5.4.1.8 Credit Risk mitigation 
Risk mitigation is the technique of reducing the credit risk by hedging or by obtaining collateral. Hedging is any financial 

technique designed to reduce or eliminate the financial risk engendered by products and/or activities. Security (collateral) is any 

commitment made or privilege given by a counterparty or third party to which Fortis Bank Nederland can seek recourse in the 

event of the counterparty's default in order to reduce loan losses, or any other agreement or arrangement having a similar effect. 

The lending activity is never purely based on collateral or hedging. The risk mitigation factors are always regarded as a second 

way out. 

Collateral and guarantees received as security for financial assets and commitments are as follows; 

Carrying amount instruments 

Collateral received 
Financial Property, plant & Other collateral 

equipment and guarantees 
Collateral amounts 
in excess of credit 

exposure 1) 

Unsecured 
exposure 

2007 

Cash and cash equivalents 

Interest bearing investments 

Due from banks 

Due from customers 

Government and official institutions 

Residential mortgage 

Consumer loans 

Commercial loans 

Securities borrowing 

Other loans 

Total due from customers 

Other receivables 

Total on balance 

Total off balance 

Total credit exposure 

39,269 

3,029 

38,768 

1,780 

63,835 

3,104 

40,058 

20,811 

1,383 

130,971 

3,435 

215,472 

53,589 

269,061 

10,236 

1 

32,238 

254 

982 

6,130 

20,797 

3,486 

31,649 

3 

74,127 

852 

74,979 

42 

75,907 

81 
9,068 

5 

( 1,063) 

83,998 

84,040 

2,320 

86,360 

1,372 

163 

126 

960 

13 
2,974 

367 

4,440 

422 

6,397 

216 

6,613 

8,673 

8,684 

14,822 

508 
1,642 

1,880 

18,852 

36,209 

294 

36,503 

36,334 

3,028 

15,009 

1,654 

1,536 

2,536 
23,528 

9 

473 

29,736 

3,010 

87,117 

50,495 

137,612 
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2006 

Cash and cash equivalents 

Interest bearing investments 

Due from banks 

22,075 

3,575 

27,071 

10,070 

19,891 49 

1,103 

102 

8,744 

771 

19,646 

3,575 

7,800 

Due from customers 

Government and official institutions 

Residential mortgage 

Consumer loans 

Commercial loans 

Securities borrowing 

Other loans 

Total due from customers 

Other receivables 

Total on balance 

Total otf balance 

Total credit exposure 

1,574 

60,638 

4,805 

32,118 

23,493 

1,410 

124,038 

2,920 

179,679 

57,491 

237,170 

457 

390 

8,198 

14,675 

2,978 

26,698 

13 

56,672 

253 

56,925 

72,981 

63 

9,248 

(440) 

81,852 

81,901 

3,736 

85,637 

78 

1 

1,136 

1,430 

152 

2,797 

363 

4,365 

32 

4,397 

14,587 

(1 ) 

4,170 

1,510 

20,266 

12 

29,793 

383 

30,176 

1,496 

1,786 

3,215 

17,412 

8,818 

230 

32,957 

2,556 

66,534 

53,853 

120,387 

1) Collateral and guarantees received in excess of credit exposure equals the aggregated surplus of security received on an individual contract basis 

Collateral value is determined by means of a prudent valuation approach based on a range of criteria, including the nature and 
specific type of the collateral, its liquidity, and the volatility of its price. It also incorporates the forced sale context in which the 
collateral would be required to be realised and the degree of priority of Fortis Bank Nederland's rights. In addition to the above 
mentioned collateral Fortis Bank Nederland has received collateral mainly relating to securities borrowing which Fortis Bank 
Nederland is permitted to sell or repledge. 

5.4.1.9 Securitisations 
Asset securitisation is the process of creating a marketable financial instrument that is backed by the cash flow or value of 
specific financial assets. During the securitisation process, assets (E.g.; consumer loans, receivables, mortgages) are selected 
and pooled together into a special purpose vehicle (SPV) which issues securities sold to investors. 

The growth of Fortis Bank Nederland's commercial assets is exceeding the growth of its retail business. In order to support its 
business development while meeting regulatory capital requirements, Fortis Bank Nederland has launched several securitisation 
programs based on the Dutch residential mortgage portfolio, which amounts to EUR 28 billion as of year end 2007. The related 
securitsation vehicles are fully consolidated and hence, the securitised assets are reported on-balance in the Consolidated 
Financial Statements. 
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5,4.1.10 Management of prob lem loans and impairments 

Problem loans are exposures for which the counterparty has become impaired. They include exposures for which signals have 

been detected indicating that the counterparty may become impaired in the future. 

Problem loans are classified into different risk categories for individual counterparties and arrears buckets for groups of 

aggregated counterparties in order to optimise monitoring and review of these loans. Problem loans with ratings 18, 19 and 20 

according to the Fortis Master Scale have defaulted and are impaired. Other problem loans are still non-impaired. The accrued 

risk profile of problem loans makes it imperative that the Risk Management function is involved in handling these loans. 

Past due c red i t e x p o s u r e 

A financial asset is past due if a counterparty has failed to make a payment when contractually due or if it has exceeded an 

advised limit or has been advised of a limit smaller than its current outstanding. Financial assets which have reached the 90-days 

past due trigger are automatically classified as impaired. 

The table below provides information on the ageing of past due financial assets not classified as impaired (financial assets which 

have reached the 90-days past due trigger are therefore not included). 

2007 2006 

Carrying 

amount of 
assets (not < = 30 

classified 

s impaired) 

days 

past 

due 

> 3 0 

days& 
< = 60 

days 

past 

due 

> 6 0 

days 

past 

due 

Carrying 

amount of 
assets (not 

classified 

> 30 days 

& 
< = 30 < = 60 

days days 

> 6 0 

days 

Total as impaired) past due past due past due Total 

Cash and cash equivalents 

Interest bearing investments 

Due from banks 

Due trom customers 

Government and official institutions 

Residential mortgage 

Consumer loans 

Commercial loans 

Other 

Total due from customers 

Other receivables 

Total on balance 

39,268 

1,214 

38,768 

1,779 

62,972 

2,983 

39,663 

22,118 

129,515 

3,422 

212,187 

758 

92 

2,187 

19 

3,056 

318 

3,374 

2 

24 

163 

3 

192 

57 

249 

125 

2 

19 

443 

6 

595 

80 

675 

125 

762 

135 

2,793 

28 

3,843 

455 

4,298 

22,075 

3,575 

27,071 

1,573 

59,820 

4,679 

31,599 

24,812 

122,483 

2,914 

640 

146 

997 

14 

1,797 

239 

42 

45 

139 

2 

228 

76 

88 

67 

26 

821 

15 

1,017 

103 

88 

749 

217 

1,957 

31 

3,042 

418 

178,118 2,036 304 1,120 3,460 
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Collateral and guarantees received as security for past due but not impaired financial assets are detailed below; 

Collateral Received 

Collateral and 

guarantees 

received 

2007 

Due from customers 

Government and official institutions 

Residential mortgage 

Consumer loans 

Commercial loans 

Other loans 

Total due from customers 

Other receivables 

Total past due credi l exposure 

Carrying amount 

125 

763 

135 

2,794 

28 

3,845 

455 

4,300 

Financial 
Instruments 

2 

6 

60 

284 

352 

352 

Property, plant & 
equipment 

854 

574 

1,428 

1,428 

Other collateral 
and guarantees 

i l l 

3 

19 

133 

259 

392 

in excess of 
credit exposure ^ 

224 

262 

486 

486 

Unsecured 
exposure 

14 

128 

129 

2,141 

6 

2,418 

196 

2,614 

2006 

Due from customers 

Government and official institutions 

Residential mortgage 

Consumer loans 

Commercial loans 

Other loans 

Total due from customers 

89 

749 

216 

1,957 

31 

3,042 

2 

10 

96 

218 

326 

860 

4 

263 

1,127 

4 

34 

48 

86 

128 

2 

195 

325 

85 

15 

169 

1,552 

8 

1,829 

Other receivables 418 335 83 

Total past due credit exposure 3,460 326 1,127 421 325 

1) Collateral and guarantees received in excess of credit exposure equals the aggregated surplus of security received on an individual contract basis 

1,912 

Impaired credit exposure 
A financial asset is classified as impaired if one or more loss events are identified which have a negative impact on the estimated 
future cash flows related to that financial asset. 

Events considered to be loss events include situations where; 
• the counterparty is unlikely to pay in full its credit obligations to Fortis Bank Nederland, without recourse by Fortis Bank 

Nederland to actions such as realising collateral; 
• the counterparty has a material credit obligation which is past due for more than 90 days (overdrafts will be considered as 

being overdue once the customer has exceeded an advised limit or been advised of a limit smaller than that currently 
outstanding). 
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In practice, Fortis Bank Nederland classifies loans as impaired in response to a series of obligatory and judgement-based 

triggers. Obligatory triggers result in the counterparty being classified as impaired and include bankruptcy, financial restructuring 

and 90 days past due. Judgement-based triggers include, but are not limited to, elements such as negative equity, regular 

payment problems, improper use of credit lines and legal action by other creditors. They could - but do not necessarily - result in 

the counterparty being classified as impaired. 

Loan or Debt Restructuring is the change of one or more terms of an existing loan or debt agreement for economic or legal 

reasons related to the debtor's financial difficulties. The change can imply, among other things, modification of the repayment 

schedule and/or interest rate or an addition of sureties or borrowers. In order to limit losses, the change can imply that the 

creditor grant a concession to the debtor that he would not otherwise consider, e,g, an absolute or contingent reduction of 

interest rate, debt amount or accrued interest or a combination of the three. A loan or debt restructuring process in itself does 

not constitute a trigger for changing a loan's status from impaired to normal; restructured loans or debts therefore retain their 

impaired status after restructuring. As a consequence the performing loan portfolio 

(i.e. non-impaired) contains no material credit exposure with respect to such restructured loans or debts 

as at 31 December 2007. 

Impairment for specific credit risk is established if there is objective evidence that Fortis Bank Nederland will not be able to collect 

all amounts due in accordance with contractual terms. The amount of the impairment is the difference between the carrying 

amount and the recoverable amount, i.e. the present value of expected cash flows and the collateral value less selling costs, 

if the loan is secured. 

The table below provides information on impairments and impaired credit risk exposure as at 31 December. 

2007 2006 

Impairments Impairments 

Impaired for specific Coverage Impaired for specific Coverage 
outstanding credit risk ratio outstanding credit risk ratio 

Due from banks 

Due from customers 

Government and official institutions 

Residential mortgages 

Consumer loans 

Commercial loans 

Other 

Total Due from customers 

Other receivables 

Total on balance 

Total off balance 

Total impaired credit risk exposure 

1 

3 

888 

201 

615 

88 

1.795 

275 

2.071 

85 

2.156 

(1 ) 

( 2 ) 

(24) 

(82 ) 

(225) 

(13) 

(346) 

( 5 ) 

(352) 

(352) 

100,0% 

66,7% 

2,7% 

40,8% 

36,6% 

14.8% 

19,3% 

1,8% 

17,0% 

0,0% 

16,3% 

3 

845 

201 

829 

93 

1.971 

127 

2.098 

( 2 ) 

(27) 

(75) 

(284) 

( 2 ) 

(390) 

(15) 

(405) 

103 

2.201 (405) 

66,7% 

3,2% 

37,3% 

34,3% 

2,2% 

19,8% 

11,8% 

19,3% 

0,0% 

18,4% 

The decrease of impairments for specific credit risk is broadly in line with previous years. Retail banking shows a slight increase 

in specific credit risk for consumer loans. This slight increase is compensated by important releases in the commercial portfolio of 

the Merchant Bank. 
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The following table provides details on collateral and guarantees received as security for financial assets and commitments 
classified as impaired: 

Collateral received 

Collateral and 

guaranteess 

received in 
excess of the 

2007 

Due from banks 

Due from customers 

Govemment and official institutions 

Residential mortgage 

Consumer loans 

Commercial loans 

Other loans 

Total due from customers 

Other receivables 

Total on balance 

Total off balance 

Total impaired credit exposure 

Impaired 

outstanding 

1 

3 

888 

201 

615 

88 

1,795 

18 

1,814 

85 

1,899 

Financial Property, plant & 

instruments 

4 

4 

153 

161 

161 

161 

equipment 

1,109 

6 

197 

1,312 

1,312 

7 

1,319 

Other collateral 

and guarantees 

25 

4 

(1) 

28 

13 

41 

41 

secured mpaired 

credit exposure' ' 

(1) 

276 

1 

67 

343 

343 

343 

Unsecured 

exposure 

1 

2 

26 

192 

414 

3 

637 

5 

643 

78 

721 

2006 

Due from customers 

Government and official institutions 

Residential mortgage 

Consumer loans 

Commercial loans 

Other loans 

Total due from customers 

Other receivables 

Total on balance 

Total off balance 

Total impaired credit exposure 

3 

845 

201 

829 

93 

1,971 

10 

1,981 

103 

2,084 

5 

3 

145 

153 

153 

153 

873 

3 

182 

1,058 

1,058 

1,058 

30 

7 

37 

15 

52 

52 

133 

56 

189 

189 

189 

3 

70 

195 

640 

4 

912 

(5) 

907 

103 

1,010 

1) 'Collateral and guarantees received in excess of credit exposure' equals the aggregated surplus of security received on an individual contract basis. 
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The table below provides information on the duration of impairment being the period between the first impairment event of the 

financial asset and 31 December. 

2007 

> 1 year 

< 1 year < 5 years > 5 years 

impaired impaired impaired 

> 1 year 

< 1 year < 5 years > 5 years 

Total impaired impaired impaired 

2006 

Total 

Cash and cash equivalents 

Interest bearing investments 

Due from banks 

Due from customers 

Govemment and official institutions 

Residential mortgage 

Consumer loans 

Commercial loans 

Other 

Total Due from customers 

620 

147 

226 

73 

1,066 

3 

268 

52 

334 

12 

669 

2 

55 

3 

60 

3 

888 

201 

615 

88 

1,795 

556 

146 

345 

93 

1,140 

3 

289 

55 

478 

825 

6 

6 

3 

845 

201 

829 

93 

1,971 

Other receivables 18 10 

Total on-balance 1,082 671 60 1,813 1,144 831 1,981 

Total off-balance 22 62 85 42 60 103 

Total impaired credit exposure 1,104 733 61 1,898 1,186 891 7 2,084 

Write-offs are based on Fortis Bank Nederland's latest estimate of its recovery and represent the loss that Fortis Bank Nederland 

considers it will incur. Conditions for write-off may be that the obligor's bankruptcy proceedings have been finalised and securities 

have been exhausted, the obligor and/or guarantors are insolvent, all normal recovery efforts have been exhausted, or the 

economic loss term (i,e, the term within which all expenses will exceed the amount of recovery) has been reached. 

Incur red bu t not r epo r ted i m p a i r m e n t s 

Incurred but not reported (IBNR) impairments on loans represents losses inherent in components of the performing loan portfolio 

that have not yet been specifically identified. 

The scope of the calculation of the IBNR impairments covers all financial assets found not to be individually impaired from the 

categories Due from customers and Due from banks. All related off-balance items such as unused credit facilities and credit 

commitments are also included. 

The IBNR calculation combines the Basel II concept of expected loss on a one-year time horizon with intrinsic elements such as 

incubation period, macroeconomic factors and expert views. In the context of IAS 39 and in view of recent developments which 

have lead to even more increased risk awareness, the Fortis IBNR calculation method has been fine tuned. 

IBNR is calculated on the performing loan portfolio of the banking businesses. IBNR amounted to EUR 49 million at the end of 

2007 compared to EUR 73 million at the end of the previous year. This decrease reflects the more stringent policy regarding 

credit renewals. Details relating to IBNR impairments are provided in notes 15, 16, 17 and note 45. 
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5.4.2 Market Risk 
Market risk is the potential for loss resulting from unfavourable market movements, which can arise from trading or holding positions in 

financial instruments. Market risk can come from many different sources, including; 

• interest rate fluctuations that affect bonds, other fixed-income assets and Insurance liabilities; 

• change in price level of securities that affect the value of trading and investment portfolios and Insurance liabilities; 

• foreign exchange fluctuations that affect future non-hedged cash flows; 

• changes in volatility of interest rates or securities prices that affect the values of options or other derivatives; 

• prepayment risk, deposit runs or other adverse customer behaviour linked to evolution of market factors. 

Market risk is broken down into two types, ALM risk and trading risk, depending on the purpose of the position taken. Positions 

taken with the aim of making short-term profit pertain to trading risk; all other positions are addressed under ALM risk. 

ALM Risk: the risk that the market value of assets net of liabilities decreases due to changes in interest rates, credit spreads, 

equity markets, foreign exchange rates, real estate prices or other market factors. The market value of assets, net of liabilities, is 

measured as an economic view of the company's equity. A decrease in the market value of assets net of liabilities directly 

decreases a company's total value, even if it does not suffer any losses on an earnings or cash-flow basis. 

Trading risk: a trading portfolio is exposed to various sources of risk arising from changes in interest rates, foreign exchange 

rates, equity prices and commodity & energy prices, volatilities, spreads (bid/offer), credit spreads, dividends levels or other 

tradable characteristics. Trading risk is the risk of negative change in the total value of the portfolio in response to fluctuations in 

these risk factors. 

5.4.2.7 ALM Risk 

ALM Risk Management 

ALM risk is managed within a single framework and measured using consistent methods (e.g. fair value calculations, stress tests, 

worst-case sensitivities), for both the Banking and Insurance activities. The mission of the central ALM function is to support, on 

an accurate and timely basis, management's understanding of market risk exposures undertaken in Fortis' balance sheet and its 

underlying entities. This includes ensuring that global asset allocation is in line with the strategy of the group and applying the 

concept of global limits to all types of market risk related to the balance sheet. ALM Risk focuses on value and earnings changes 

implied by volatility in interest rates, exchange rates, share prices and real estate prices. The risk of changes in volatility and 

credit spreads is not taken into account in these figures. 

Bank ALM 

The Bank ALM team operates centrally and is organised around four pillars; data gathering, modelling and measuring analysis, 

reporting and transfer price (implementing internal transfer prices in the different business lines). This function's main 

responsibilities are; 

• to establish a framework for risk management and control of all the banking activities with an inherent market risk; 

• to ensure a global asset allocation that is consistent with the strategy; 

• to apply the concept of global limits to all types of market risk related to the banking book; 

• to define the methodology for setting internal transfer pricing and apply it to the different banking businesses, and; 

• to closely monitor regulatory solvency, assess the evolution of the solvency-ratios and propose strategies concerning 

additional components of regulatory equity such as subordinated loans and hybrid financing. 

ALM Risk Assessment 

ALM risks are assessed, monitored and reported according to the following types of sub-risk; interest rate risk, foreign exchange 

risk (also referred to as currency risk), equity securities risk and real estate risk. Interest rate risk affects both Banking and 

Insurance activities, but with opposite interest rate risk profiles, resulting in natural risk mitigation within Fortis Group. 
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The four main sources of interest rate risk are: 

• repricing risk, due to a mismatch of interest rate repricing between assets and liabilities (usual mismatch); 

• changes in the structure of yield curves (parallel, flattening or steepening shifts); 

• basis risk resulting from the imperfect correlation between different reference rates (for example swap rates and government 

bond yields); 

• optionality; 

o on the asset side, certain financial instruments carry embedded options (hidden or explicit) that will be exercised 

depending on movements in interest rates; 

o on the liability side, optionality exists in the Insurance company (e.g. profit sharing in insurance). 

All figures presented in this section are before taxation. 

ALM Risk measurement, moni tor ing and report ing 

Interest Rate Risk 

Fortis Bank Nederland measures, monitors and controls its ALM interest rate risk using the following indicators; 

• cash flow gap analysis; 

• duration of equity; 

• interest rate sensitivity of the fair value of equity; 

• Value at Risk (VaR); 

• Earnings at Risk (EaR). 

Cash Flow Gap Analysis 

This illustrates the profile of the interest rate exposure over time and is used to quantify and compare interest rate-sensitive asset 

and liability exposures by different time buckets. The cash flow gap highlights the mismatch between asset and liability exposures 

at different maturities. 

The tables below show Fortis Bank Nederland's exposure to interest rate risk. The interest-sensitivity gap for a given time period 

is the difference between the amounts to be received and the amounts to be paid in that period. 

Within the Banking activities, cash flows of assets and liabilities are classified by the expected repricing or maturity date, 

whichever is earlier. For assets and liabilities without maturity, the projected cash flows reflect the interest rate-sensitivity of the 

product. Products without maturity such as savings and current accounts have a significant part of the outstanding volumes that 

is stable on a long-term basis and considered to be long-term funding. The derivatives are principally used to reduce Fortis Bank 

Nederland's exposure to interest rate changes. Their notional value is reported separately in the table. 
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As shown in the table below, internal transactions between Fortis Bank Nederland's Banking segments are not fully eliminated. A 

positive (negative) amount means a net receiving (paying) position in derivatives. The maturities of assets and liabilities and the 

ability to replace, at an acceptable cost, interest-bearing liabilities as they mature are important factors in assessing Fortis Bank 

Nederland's exposure to changes in interest rates. 

At 31 December 2007 

Assets 

Liabilities 

Gap Assets - Liabilities 

Derivatives 

Total Gap 

As more liabilities than assets are repriced in the short term, the derivatives position clearly has a risk reducing effect on the total 

gap. 

Duration of equity 

Duration is a measure of the average timing of cash flows from an asset or a liability portfolio. It is computed on the basis of the 

net present values (NPV) of the cash flows (principal and interest). The NPV is calculated based on client rates. 

Duration of equity is an application of duration analysis and measures Fortis Bank Nederland's consolidated interest rate 

sensitivity. It is measured as the difference between the present value of the future weighted cash flows generated by the assets 

and the present value of the future weighted cash flow from the liabilities. The duration of equity is an overall indicator of the 

mismatch in duration of assets and liabilities. 

<1 month 

131,035 

(134,578) 

(3,543) 

8,940 

5,397 

1-3 months 

4,651 

(6,644) 

(1,993) 

(1,482) 

(3,475) 

3-12 months 

28,960 

(27,744) 

1,216 

(4,906) 

(3,690) 

1 -3 years 

7,302 

(8,425) 

(1,123) 

2,267 

1,144 

3-5 years 

7,335 

(5,979) 

1,356 

1,039 

2,395 

5-10 years 

12,468 

(4,889) 

7,579 

(3,115) 

4,464 

>10 years 

5,477 

(1,838) 

3,639 

(2.691) 

(948) 

Duration of equity is used as a key indicator for the interest rate risk. It reflects the value sensitivity to a small parallel interest rate 

shift i; 

AValue 

Value 
=-Durat ion Ai 

Consequently, the following characteristics of this indicator can be derived: 

• a positive (negative) duration leads to a decrease (increase) in value when rates increase (I positive) 

• the higher the absolute value of the duration, the higher the sensitivity of the value to an interest rate movement. 

Duration of equity is the duration that should be attributed to the difference between the value of assets and the value of liabilities 

in order to make the total balance sheet insensitive to interest rate changes. 

The following table shows the mismatch between the weighted durations of assets and liabilities for Fortis Bank Nederland. The 

bank has a positive duration of equity. This means that an increase in interest rates leads to a decrease in value for the bank. 

2007 2006 

Duration of equity (in years) 3.6 4.0 

The duration of equity decreased in 2007 due to new long-term positions following long-term interest rate hikes mainly in the first 

half of the year. 
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While the duration of equity measures the sensitivity of the value to very small interest rate movements, Fortis Bank Nederland 

follows the variability of the value for bigger interest rate shocks. This is shown in the following section. 

Interest rate sensitivity of the fair value of equity 

This approach consists of applying stress tests of +/- 10Obp to the fair value of an instrument or portfolio. 

The table below shows the impact of an approximate 100 basis-point shift in the yield curve on the fair value of equity, i.e. the fair 

value of all assets minus the fair value of all liabilities. 

Fortis Bank Nederland 

+100bp 

-191 (-3.6%) 

-lOObp 

+191 (3,6%) 

In Fortis Bank Nederland, a parallel shift of intrest rates of 100 bp will lead to a change in fair value of approximately 5% of total 

fair value. 

Currency Risk 
Any financial product is denominated in a specific currency; currency risk stems from a change in the exchange rate of that 

currency to the functional currency of Fortis Bank Nederland (euro). 

No currency risk is taken in the ALM Bank position due to the application of the following principles; 

• Loans and bond investments in currencies other than the functional currency of Fortis Bank Nederland must be hedged by a 
funding in the corresponding currency. 

• Participating interests in currencies other than the functional currency of Fortis Bank Nederland must be hedged by a funding 

in the corresponding currency. The Fortis policy for Banking activities is to hedge via short-term funding in the corresponding 

currency where possible. Net investment hedge accounting is applied. 

• The results of branches and subsidiaries in currencies other than the functional currency of Fortis Bank Nederland's activities 

are hedged on a regular basis (monthly or quarterly). 

Exceptions to this general rule must be approved by the ALM & MPC Committee. In 2007 Fortis Bank Nederland had no 

exceptions. 

Other sub-r isk types 

In addition to interest rate risk and currency risk, ALM risk also encompasses equity securities risk and real estate risk. Equity 

securities risk is the risk of losses due to unfavourable movements on equity markets. Similarly, real estate risk is the risk of 

losses due to unfavourable movements in real estate prices. These risk factors are monitored through risk indicators such as 

Value at Risk and Earnings at Risk. 

Value at Risk {VaR) 

is a statistical estimation that quantifies a possible maximum loss for a given probability and time horizon. Value at Risk is 

synonymous with money at risk and capital at risk. In principle, this concept could apply to all kinds of risks. 
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The table below shows the maximum loss in the event of a worst-case scenario' given a Value at Risk model (on a timeframe of 

one year and a confidence interval of 99,97% - volatility is not taken into account in these figures). This severe scenario 

corresponds to the overall common framework of economic capital within Fortis. Within the Banking activities similar calculations 

are performed with a 99% confidence level and a two-month horizon for day-to-day management. 

Interest-rate risk 

Fortis Bank Nederland 

677 mio 

Earnings at Risk 

Earnings at Risk measures the sensitivity of future IFRS net income to hypothetical adverse changes in interest rates or equity 

market prices. Earnings at Risk assesses the impact of stress tests on the projected IFRS net income before tax. 

+100bp 

-lOObp 

Fortis Bank Nederland 

(17.0%) 

17.0% 

Within the Banking activities, the interest margin in the earnings at risk simulation is calculated with a constant duration of equity 

over the whole year. The main part of this earnings sensitivity is related to ABN AMRO financing. Eerly 2008 earning sensitivity 

was reduced significant. The sensitivity of the 'Treasury & Trading' position is out of scope. 

ALM Risk - Stress Testing 

When markets experience sudden, exceptional, or catastrophic events, stress analysis is required in order to evaluate the 

underlying risk. ALM has developed a scenario analysis programme to identify and estimate various stressed market scenarios 

and their potential impact on the balance sheet value and on earnings. 

Stress scenario analysis is performed on a quarterly basis for both Earning and Value Reporting. There are no formal limits in 

place based on those. ALM currently follows on the market risk of the Banking book of the balance sheet; interest rate risk, 

currency risk and equity risk in the Banking book, 

ALM therefore designed its stress tests only on the basis of these three underlying risks. Precise volatility has not been integrated 

in the scope. The following three types of scenarios have been implemented; standardised, historical and forward-looking internal 

models. 

Standardised Stress Tests 

With a view to managing its risks adequately, Fortis Bank Nederland analyses the results of its internal measurement systems, 

expressed in terms of the change in economic value relative to capital, using a standardised interest rate shock.2 The 

standardised stress test reflects only a rough estimation of the risks of the balance sheet. 

Historical Crisis Stress Test Scenarios 

Historical scenarios are useful because they reflect market moves that actually happened, and therefore have a measure of both 

objectivity and credibility. The only weakness is that they reflect an economic reality that may no longer be relevant. 

1 Worst-case scenarios are based on assumptions linked to a probability distribution which takes into account 10-year historical observations. 

2 Fortis also provides these results to the regulators in order to facilitate supervisors' monitoring of interest rate risk exposures across institutions. 
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ALM Internal Models for Stress Tests 

Fortis has designed a common set of stress scenarios based on an internal model and a common methodology to all the 

different entities of Fortis including Bank and Insurance. The stress scenarios are based on a quantitative backward-looking 

model, taking into account six interest rate scenarios, in conjunction with moves in foreign exchange rates and equity market. 

ALM Risk - Risk Mit igat ing Strategies 

Within Fortis Bank Nederland, interest rate risk is mitigated using a range of different instruments, the most important of which 

are derivatives, primarily interest rate swaps and options. Interest rate swaps are used to change the linear risk profile mainly 

caused by long-term assets such as fixed-rate mortgages and long-term liabilities, e.g. subordinated liabilities. Options are used 

to reduce the non-linear risk, which is mainly caused by embedded options sold to clients, e.g. caps and prepayment options. 

As a result of a hedge, the economic impact of changes in the hedged item's net present value (NPV), caused by changes in the 

appropriate benchmark interest rate curve, is reduced by offsetting changes in the NPV of the hedging derivative financial 

instrument. 

The risk being hedged is the interest rate risk, more specifically fair value changes of fixed rate assets and liabilities due to 

changes in the designated benchmark interest rate. The designated interest rate is the rate prevailing in the hedging instrument, 

so that any changes in fair value of the hedged item due to credit risk above that inherent in the hedging instrument is excluded 

from the hedged risk. 

Due to the strict rules governing the use of hedge accounting, not all economic hedges covering Fortis Bank Nederland interest 

rate risk exposure qualify as hedges under IFRS. For example, options used for economic hedging do not qualify as hedges. This 

means that, although an economic hedge exists, for accounting purposes Fortis Bank Nederland will bear the impact of the 

changes in the fair value of these options in profit or loss. This is the case, for example, for floating-rate mortgages where the 

caps are hedged using options. The fact that these options do not qualify as hedges under IFRS will lead to additional 

accounting volatility in profit or loss. 

The table below gives an overview of the portfolio hedge accounting applied to ALM positions. 

Hedged items Hedging instruments Hedged risk (1) 

Mortgages payer swaps 17.8 

(1) impact in EUR million on fair value of Ibp parallel shift of the yield curve. 

The ALM derivatives position at 31 December 2007 was characterised by a potential impact of EUR 17.8 million (before taxation) 

by a 1-bp yield curve shift. Portfolio hedging reduced most of this profit or loss volatility. At year end-2007 the open derivatives 

position was EUR 0.4 million (before taxation) for a 1-bp yield shift. 

In 2007 the basis point sensitivity of the open position was rather stable during the first six months (between 1.1 and 1.6), but 

was steadily declining towards 0.6 in 03 and 0.3 at the end of 2007, while short term interest rates (3 months) as well as long 

term interest rates (10 years) showed an increase, with even inverse yields (lOy interest rate vs 3m interest rate) in August (-5 bp), 

November (-17 bp) and December (-9 bp). These developments resulted in a p&l effect of +71.0, ALM succesfully managed to 

gradually reduce the basis point sensitivity to only 3 bp, by continuously improving the hedge-relationship between mortgages 

and derivatives (macro hedge accounting designation). A small position, however, will always be the case. 
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5.4.2.2 Trading Risk 

Trading risk refers to the potential losses resulting from unfavourable market movements, which can arise from trading positions 

held in financial instruments. In other words, trading risk arises in the trading portfolio due to changes in the market price of 

positions held in capital market instruments, including commodity securities. 

Fortis Bank Nederland's trading risk activities consist of client-related trading activities as well as proprietary trading activities. 

They cover almost the full spectrum of instruments available on modern financial markets. 

Trading risk is limited to the Banking activities of Fortis and complies with the general risk strategy. More specifically, it is a part of 

the Merchant Banking activities, for which the daily outcome of transactions depends on developments in market prices, 

currency rates, interest rates, credit spreads, equity securities, commodities and energy prices. 

Trading risk management 

Risk taking is based on a three-pillar Merchant Banking risk structure: risk management organisation, risk policies and risk 

decision procedures. Independent risk management provides information about the Merchant Banking risk profile to the 

Merchant Banking management team. Merchant Banking Risk Committees and Central Risk Management (CRM), Integrated risk 

management systems are installed in order to analyse and measure the variety of risk systematically. 

Fortis has established limits to define the risk tolerance and to keep trading risk exposure under control. Several risk parameters 

exist, to cover all risk characteristics of exposures such as position (modified duration, delta, vega). Value at Risk, stress test and 

concentration limits. All limits are reviewed once a year in connection with the average limit use, past performance, volatility of 

income and the new budget. 

Risk information from all locations is centralised in one global risk database. 

Trading risk measurement and monitoring 

Fortis applies the Value at Risk (VaR) method based on the Extreme Value Distribution (EVD) historical simulation mode with full 

revaluation of derivative products, usually referred to as Historical VaR. The Historical VaR is now the target approach for trading 

risk measurement worldwide 

To calculate the Historical VaR for the majority of products and activities, Risk Management uses a tailor-made system called 

MrMa (Market risk Management application). This system supports the following trading risk management functions; 

official (end-of-day) Mark to Market (MtM) revaluation; 

stress testing and sensitivity analysis; 

back-testing. 

The Historical VaR calculations in MrMa are based directly on the returns of each individual instrument of the portfolio (and not on 

an 'associated index + spread' solution). By using the Extreme Value Theory, data in the tail is used more efficiently. 
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Value at Risk Including all risk factors (In EUR million) 

VaR FBN ( I d Holding Per iod ) 

6000,000 , 

VaR (x 1 EUR ) 

lOssp 

(in EUR million) 

VaR as of 31 December 

Highest VaR 

Lowest VaR 

Average VaR 

2007 2006 2005 

0.6 

5.6 

0.5 

1.7 

2.3 

5.0 

0.9 

2.3 

1.1 

2.5 

0.6 

1.4 





70 I Fortis Bank Nederland (Holding) N.V. Financial Statements 200/ 

In 2007, Fortis Bank Nederland took less risk exposure on average compared to 2006. 

Linear Value at Risk by risk factors (In EUR million) 

VaR FBN ( Id Holding Period ) 

02 ian 06 30 aug 06 16iul07 

The use of historical VaR In the management of trading risk 
Historical VaR over 1 day and at a 99% probability is monitored in the daily risk reporting and used to calibrate the risk limits. 

For the regulatory capital calculation according to the Basel framework, the VaR calculations are based on a holding period of 10 
days. Merchant Banking addresses this by freezing the portfolio, applying the square root of time rule directly to the market data 
returns (for regulatory capital purposes), and calculating Event VaR for the tail risks not modelled by the VaR tool. 

The economic capital of Fortis Bank Nederland is based on a VaR relative to a 1 -year holding period (obtained by applying a 
correction factor of square root (250) to the 1 -day VaR) and an upscale of the confidence level from 99% to 99.97%. It does not 
include Event VaR. 

The limits framework 
Decisions about limits and other risks are taken based on four principles; 
• exposures only result in restricted volatility of income; 
• new limits/products/activities add value to Merchant Banking's performance; 
• diversification of revenues is achieved; 
• limits will only be granted if the exposures under these limits can be calculated, monitored and reported by Merchant Banking 

Risk Management. 
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Market risk limits are based on; 

• a policy of maximising diversification of (market) risk-related activities; 

• business focus (trading or client driven); 

• type of trading activity (high/low volatility of prices); 

• performance diversification effects; 

• past performance, volatility of results and budgeted income; 

• risk/return ratio; 

• risk appetite; 

• operational organisation; 

• (risk) systems/infrastructure available. 

Risk management differentiates between hard and soft limits in terms of the level of importance; 

• Hard limits are a macro risk management tool and are limits that the business may not exceed as a whole. Hard limits are 

approved by the Merchant Bank Risk Committee (MBRC) and ALM/MPC3 and monitored by both Risk Management and 

CRM/Market Risk4. 

• Soft limits are used for micro-risk management purposes and consist of a tool that the business decides for itself at a lower 

organisation level to ensure compliance with hard limits. 

In terms of limits, another differentiation can be made based on the objective of the measurement; 

• VaR limits exist to cap the bank's potential losses under normal market circumstances. At Fortis BankNetherlands, VaR is 

defined as the expected maximum loss over a 1-day holding period within a 99th percentile, one-tailed confidence interval; 

• Position limits are more relevant in the case of extremely low volatility and are supplementary to VaR limits; 

All positions, VaR and other risk limits are reviewed once a year. The review covers the average limit use, past performance, 

volatility of income and the new budget. 

Hard limits and position limits are not the business line's own micro limits (per desk, per dealer, etc.) and are therefore monitored 

and reported on by Merchant Bank Risk Management on a daily basis. 

Merchant Bank Risk Management always reports limit overruns to the CEO and the CRO of Merchant Banking, the CEO of GMK, 

Internal Audit Services and the Head of Market Risk within Central Risk Management. In Fortis Bank Nederland the exceedings 

are also reported to the local representatives of Central Risk Management . 

Trading risk stress testing 

Historical VaR is a statistical model used to predict possible future outcomes of normal markets under normal circumstances. To 

predict possible outcomes of abnormal markets under abnormal circumstances, Fortis simulates extreme scenarios. This is made 

possible in MrMa through sensitivity and stress testing modules that provide functionalities to generate scenarios, calculate their 

fair value impact and report the generated values. 

These extreme scenarios can either be historical or hypothetical. The historical ones can replicate past scenarios and account for 

situations that were recorded further in the past, e.g. the 1994 bond crisis, and the hypothetical scenarios allow Fortis to simulate 

new shocks with unforeseen magnitudes. 

The profit or loss figure obtained from the tests is further detailed for different levels of the Merchant Banking structure. Stress 

testing aims to make management aware of the risks (and income statement consequences) of extreme, abnormal movements of 

market variables. 

' ALM/MPC: Fortis Assets and Liabilities Management /Market Policy Committee. 

' CRM / Market Risk: Central risk Management / Market Risk. 
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As a result, stress testing 'early warning signals' have been set up enabling all stakeholders to; 
• have the same approach towards the entity risk appetite; 
• be warned simultaneously; 
• decide on remedial actions. 

If stress testing results exceed the early warning signals, they are considered to be triggers for management action. 

Once a month Risk Management runs the stress-testing programme covering the entire Merchant Banking business line. The 
different scenarios are assessed on a regular basis and, when appropriate, are updated and extended. 

Trading risk back testing 
Once the VaR has been calculated, the validity of the output is tested. This is performed using the backtesting module, where 
Value at Risk forecasts are compared with the calculated market-to-market change using daily market data variation. 

Back testing is a formal statistical framework that tests on a daily basis the efficiency of the VaR model (and thus the reliability of 
the resulting VaR figures) by verifying that that the exceptions are recorded and used so that the model can be continuously fine-
tuned. 

Back testing measures - on a one-year rolling window - the number of losses exceeding the VaR prediction given a confidence 
interval of 99%. It means that such losses should occur once every 100 days. Back-testing analysis revealed that Fortis Bank 
Nederland achieved this target in 2007. 

5.5 Liquidity Risk 

Liquidity risk is the risk of not meeting actual (and potential) payments or collateral posting obligations when they are due. It has 
two components, described below. 

Funding liquidity risk is the risk that expected and unexpected cash demands of deposit, policyholders, and other contract 
holders cannot be met without suffering unacceptable losses or without endangering the business franchise. 

Market liquidity risk concerns the inability to realise assets due to inadequate market depth, or market disruption. As such it is 
related to market risk to a certain extent. Market liquidity risk is the sensitivity of the liquidity value of a portfolio due to changes in 
the applicable haircuts and the change of market value. It also concerns the uncertainty of the timescale necessary to realise the 
liquidity value of the assets, 

5.5.1 Liquidity risk management 
Liquidity risk management is a combination of managing funding resources while maintaining a portfolio of highly marketable 
assets that can be liquidated as a protection against any unforeseen interruption of cashflows. Central Risk Management has 
formulated a policy and framework for sound liquidity risk management. Its primary goal is to ensure that Fortis maintains 
sufficient cash and liquid assets to meet its current and future financial obligations at all times, in both normal and exceptional 
circumstances, for every currency in which it has an exposure, and for all its Banking, Insurance and holding companies, 
including special purpose vehicles. 

Liquidity management must be in line with a strategy of value creation. Fortis therefore does not pursue a policy of maximisation 
(i.e. maximum liquidity) but rather a policy of optimisation. Fortis' liquidity profile should reflect its creditworthiness, but should 
also contribute to profitability. 
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The Fortis Risk & Capital Committee (RCC) defines the risk appetite and strategy for all risk factors, including liquidity risk. 

The Fortis Risk Committee (FRC) is responsible for monitoring liquidity risk across Fortis. The FRC delegates monitoring and 

acceptance of liquidity risk within a defined liquidity limit framework as follows: 

• to the ALCO/MPC; Fortis Bank's structural liquidity risk management, defined by the ALM and executed by Global Markets; 

• to the MPBRO and the ALCO/MPC (successively); structural liquidity risk management in non-euro currencies, which are not 

managed by a local ALM, defined and executed by Global Markets; 

• to the MPBRO and ALCO/MPC (successively): operational and contingent liquidity risk management of Fortis Bank, defined 

and executed by Global Markets; 

• to the Insurance Risk Committee; contingent, operational and structural liquidity risk management of the Fortis Insurance 

companies. 

This risk structure is complemented by the Liquidity and Funding Competence Centre (LFCC) that acts as a cross-sector 

platform for a dialogue and the exchange of information on liquidity risk management issues. 

Global Markets is Fortis' 'last resort lender', with ultimate access to the central banks or to professional financial markets. It has 

the final responsibility to fund all businesses and Fortis entities, including itself and special purpose vehicles, 

5.5.2 L iqu id i t y r isk repor t i ng 

In order to monitor the use of liquidity for the Banking, Insurance and General accounts, CRM created and implemented a 

reporting framework. Reporting takes place in collaboration with Global Markets for short-term liquidity risks, and ALM Bank and 

Insurance and General for medium-term liquidity risks. This enables the analysis of the liquidity profile of the different entities' 

balance sheets, including important financing vehicles in the form of SPVs. Special attention is also dedicated to securitised 

assets and their funding. 

5.5.3 L iqu id i t y r isk l imi ts 

In addition to its reporting tools, Fortis is developing a liquidity gap limit framework for its three desks in Brussels, New York and 

Hong Kong. The limits framework focuses on short-term liquidity risk and defines limits for overnight (O/N), tomorrow/next day 

(T/N) and spot/next day (S/N). Further refinement towards one week and one month is foreseen at a later stage. While the O/N 

position is by definition the most important, T/N and S/N limits are necessary to enable any increase in the liquidity gap to be 

detected at an earlier stage. The limits are applied to the unsecured funding gap only. 

The organisation of the Merchant Banking treasury activity n three hubs and three time zones means that positions can be rolled 

on from Hong Kong to Belgium and eventually on to New York. Separate limits have been defined for Hong Kong, Benelux and 

New York. As such. New York is the ultimate lender and the USD is the currency of last resort. 

5.5.4 C o n t i n g e n c y f u n d i n g p lan 

The Contingency Funding Plan comes into effect whenever the liquidity position of Fortis is threatened by exceptional internal or 

external circumstances that could lead to a liquidity crisis. The plan is designed to enable Fortis to manage its liquidity sources 

without jeopardising its business franchise, while limiting excessive funding costs. 
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During a crisis, adequate information flows are crucial to ensure prompt decision-making and to avoid undue escalation of 
issues. The contingency plan therefore ensures that internal communication flows remain timely, clear and uninterrupted. It also 
ensures that appropriate external communication flows provide assurance to market participants, employees, clients, creditors, 
regulators and shareholders; the Communications department is one of the units usually involved. This plan proved to be very 
useful during the US subprime liquidity crisis of 2007. 

Each Fortis entity that has a window to the financial markets has a dual responsibility with respect to liquidity crisis management. 
These entities must be able to take responsibility for the crisis management of its local currency and, if appropriate and 
necessary, should contribute to Fortis-wide liquidity crisis management. These entities must have their own contingency funding 
plans and their own local liquidity crisis committees, adapted to the specific features of local regulations, local convertible or 
non-convertible currencies and markets, and specific business activities. 

5.5.5 Exposure to funding sources 
Customer deposits (retail, commercial, corporate) form a significant part of the primary funding sources of the Banking activities. 
Current accounts and savings deposits of retail customers, although payable on demand or at short notice, contribute 
significantly to the long-term stability of the funding base. This stability depends on maintaining depositor confidence in Fortis 
Bank Nederland's solvency and sound liquidity management. Professional markets are accessed on a secured and unsecured 
basis to attract short-term funding. Reliance on unsecured borrowing is limited by means of the short-term limit system that puts 
a cap on unsecured position gaps. Monitoring of the issuance of short and long-term paper is centralised and access to the 
financial markets is coordinated by Global Markets (Global Liquidity & Funding Team). 

5.5.6 Liquidity sensitivity gaps 
The table below shows Fortis Bank Nederland's assets and liabilities classified into relevant maturity groupings based on the 
remaining period to the contractual maturity date. Demand and saving deposits are considered by Fortis Bank Nederland as a 
relatively stable core source of funding of its operations and are reported in the column No maturity. The lines Non-financial 
assets and Non-financial liabilities include the balancing temporary amounts between trade date and settlement date in the 
column Up to 1 month and the breakdown by maturity of the accrued interests. 
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Upto 

1 month 1-3 months 3-12 months 1-5 years over 5 years no maturity Total 

31 December 2007 

Assets 

Fixed rate financial 

instruments 

Variable rate financial 

instruments 

Non-interest bearing financial 

instruments 

Non-financial assets 

Total assets 

Liabilities 

Fixed rate financial 

instruments 

Variable rate financial 

instruments 

Non-interest bearing financial 

instruments 

Non-financial liabilities 

Total liabilities 

Net l iquidity gap 

35,454 

12,883 

6,858 

1,936 

57,131 

38,340 

11,133 

4,052 

3,385 

56,910 

221 

1,700 

1,422 

1,277 

370 

4,769 

11,100 

405 

833 

960 

13,298 

(8,529) 

2,795 

1,351 

538 

393 

5,077 

16,126 

1,531 

518 

716 

18,891 

(13,814) 

6,933 

1,842 

1,323 

423 

10,521 

16,118 

22,607 

1,616 

479 

40,820 

(30,299) 

52,435 

19,658 

4,466 

411 

76,970 

2,621 

9,682 

304 

605 

13,212 

63,758 

546 

82,363 

31,539 

3,462 

117,910 

576 

67,071 

35,766 

3,416 

106,829 

11,081 

99,863 

119,519 

46,001 

6,995 

272,378 

84,881 

112,429 

43,089 

9,561 

249,960 

22,418 

At 31 December 2006 

Total assets 

Total liabilities 

Net liquidity gap 

22,133 8,110 

19,723 27,662 

2,410 (19,552) 

6,127 

23,843 

(17,716) 

22,063 

10,611 

11,452 

51,309 

10,775 

40,534 

100,007 

111,039 

(11,032) 

209,749 

203,653 

6,096 

At 31 December 2005 

Total assets 

Total liabilities 

Net liquidity gap 

54,729 5,250 

43,345 12,755 

11,384 (7,505) 

9,020 

16,715 

(7,695) 

17,708 

18,721 

(1,013) 

52,070 

8,773 

43,297 

32,094 

64,774 

(32,680) 

170,871 

165,083 

5,788 

5.6 Liquidity Risk Management Fortis Bank Nederland 
Fortis Bank Nederland has the dual responsibility to ensure that the Fortis Bank Nederland liquidity risk profile falls within the 

cross border liquidity risk limits as well as the local regulatory rules, Fortis Bank Nederland has therefore set up a local liquidity 

risk management framework analoge to that of Fortis. 

The Central Liquidity Manager with specific mandates of and reporting lines to ALCO Fortis Bank Nederland has a coordinating 

role to ensure the compliance to both Fortis Bank Liquidity Risk Management Structures and local regulatory rules. 

5.7 Operational risk 
All companies including financial institutions are subject to operational risk because of the uncertainty inherent in all business 

undertakings and decisions. This risk can be broken down into business risk and event risk. 
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Business risk is the risk of 'being in business,' which affects any enterprise, financial or non-financial. It is the risk of loss due to 
changes in the competitive environment that damage the business's franchise or operating economics. Typically, the fluctuation 
originates with variations in volume, pricing or margins against a fixed cost base. Business risk is thus mostly externally driven (by 
regulatory, fiscal, market and or competition changes, as well as strategic, reputation risks and other related risks), but it can be 
mitigated by effective management practices. 

Event risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from external events. 
This definition includes legal and compliance risk, but excludes strategic and reputation risk. Event risk is often intemally driven 
(internal and external fraud involving employees, clients, products and business practices, as well as technological and 
infrastructure failures and other related malfunctions) and can be limited through management processes and controls. 

5.7.1 Operational risk and management control 
Central Risk Management has set up a framework for sound operational risk management and management control, covering all 
dimensions of operational risk. The operational risk and management control (ORMC) framework encompasses policies for the 
governance of operational risks, for the identification, assessment, measurement and reporting of those risks and for their 
mitigation., The embedding and use of the framework are assessed periodically. 

The framework is presented in schematic form below. 

POLICY ON OPERATIONAL (EVENT) RISK 

Operational risk identification: assessment, measurement/modeling, analysis, 
reporting and monitoring 

ORPHEUS (operational Risk Framework Embedment and Use Scan) 

Loss Data 
• Loss data 

collection 
• Benchmarking 

withexternal 
loss data 

Model 
• Quantitative Risk 

profile 
• Economic capital 
• Regulatory capital 

Risk Self-
Assessment 
• Bottom-up Risk 

Self Assessment 
• Scenario analysis 1 

1 
Key Risk 
Indicators 
• Follow-up of 

evolving risk 
profiles 

Organisational modelling: Products / Processes 

MANAGEMENT OF OPERATIONAL (EVENT) RISK BY BUSINESSES 

Control and mitigation (avoidance, reduction/transfer, control improvement) of a wide range 
of risks including operational event risks 

Business 
Continuity 

Management 

Information 
Security 
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(Insurance, 
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This framework helps the organisation to increase operational risk awareness, monitor operational risk effectively and measure 

the operational risk profile and associated own fund requirements. To enable such a high-level approach, an all-encompassing 

Risk Management Organisation and an appropriate Risk Management/Mitigation Policy have been consistently implemented for 

the entire bank, at legal entity, business and country level. Global, local and country operational risk managers have been 

assigned to all bank-related businesses (including support functions) and main countries. 

Each business and legal entity thus complies with the methodology and associated tooling, or has integrated its business 

approach into that framework. Key elements of responsibility allocation include the following: 

• At business level: the business has prime responsibility for managing and mitigating operational event risks in its international 

operations. Adequate risk management requires the embedding of risk management procedures in the lower echelons of the 

organisation (on-site). 

• At country/legal entity level: the country/legal entity is responsible for local coordination and support of risk management 

mitigation initiatives, coordination across businesses of the management and mitigation of event risk exposure, 

communication with regulators and supervisors and reporting to its Country Risk Committee or Country Management Team. 

• At group level: Central Risk Management ensures that operational event risks are assessed, measured and managed across 

the Banking businesses, and coordinates reporting to the appropriate risk committees (notably the Operational Risk Policy 

Committee) and the management committees of the businesses and the bank. 

5.7.2 Operational risk assessment, measurement, reporting and monitoring 
For the effective and efficient identification and management of operational risks, the following tools and techniques are used: 

• Loss Data Col lect ion: since 2001, the businesses have continuously collated loss data. Including causal information, in a 

central loss database. Central operational risk management monitors the quality, completeness and timeliness of the collated 

information in a quarterly report and analysis. 

• Risk Assessments are conducted periodically at the businesses and support functions to ensure a forward-looking view on 

the operational risk profile. This consists of a bottom-up risk self-assessment aiming at identifying, assessing and measuring 

the operational risks in the organisational and process context. Top-down scenario analysis supplements the risk profile with 

the more systemic and 'low frequency/high impact risks' the organisation is exposed to. Central operational risk management 

ensures the objectivity and comprehensiveness of the risk assessments by means of an in-depth quality review and results 

benchmarking with internal and external loss data profiles. 

• Key Risk Indicators are tracked in order to identify any apparent changes in the organisation's operational risk profile due to 

organisational changes or changes in the business environment. They trigger re-assessments of the operational risk profile 

and ensure the organisation's responsiveness to a changing environment as well as a level of own funds that is in line with a 

changing operational risk profile, 

• Own fund requirements are calculated at central level using a model that complies with the criteria set by the advanced 

measurement approaches (AMA). Risk Assessment results are used as the primary input to ensure the level of own funds is in 

line with the organisational and business environment. Centrally calculated own fund requirements are allocated to the legal 

entities of the group and to the businesses using a risk-sensitive allocation mechanism based on stand-alone operational risk 

profiles. 

Operational event risk-related information is reported, according to defined reporting lines, to various risk management units, e.g. 

risk management departments and committees at business and country level, to Central Risk Management and to the 

Operational Risk Policy Committee, Managers use that information to control their operational risk profile. 
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In line with the Fortis Risk Management/Mitigation Policy and the guidelines of Fortis Central Risk Management, the tools and 
techniques for identification and management of operational risks have been implemented in the Fortis Bank Nederland's 
operations. In some cases, the implementation is part of a cross-border business approach. 
The operational event risk information with respect to Fortis Bank Nederland is reviewed and analysed. Operational loss data is 
analysed quarterly and the own fund requirements that are calculated for Fortis Bank Nederland and legal entities of Fortis Bank 
Nederland are examined, 

5.7.3 Operational control and mitigation 
Fortis has a variety of tools to control and mitigate operational risk. Risk assessments, loss data analysis and key risk indicator 
movements enable the formalisation of actions to further control operational risks . These actions often relate to organisational 
and process context. Centrally coordinated operational risk mitigation techniques are business continuity management, 
information security measures, insurance and management control statements. 

5.7.3.1 Business continuity management 
Business continuity management (BCM) is a management process that identifies potential threats to an organisation and the 
impacts on business operations that those threats, if realised, might have, and that provides a framework for building 
organisational resilience with the ability to make an effective response that safeguards the interests of its stakeholders, 
reputation, brand and value creating activities. 

As a financial services organisation, Fortis acknowledges the importance of BCM. It describes its approach in the Fortis BCM 
policy document. This is based on international regulations and best practice guidelines as issued by: 
• Basel Committee on Banking supervision: High Level Principles for Business Continuity; 

• The Business Continuity Institute: Good Practice Guidelines (BCI GPG); 
• The British Standards Institute b. 

s The Publicly Available Standard 56: Guide to Business Continuity (PAS 56) and the Standard BS25999-1: Code of Practice for Business Continuity Management. 





Fortis Bank Nederland (Holdinq) N.V. Financial Statements 200) 

The Scope of BCM at Fortis is: 
• Internal: Fortis in all its dimensions (i.e. all Fortis businesses and support functions, all countries, all Fortis legal entities and 

subsidiaries) 
• External: any third parties that process Fortis information or provide other vital services or products that support mission-

critical Fortis services (external outsourcing) 

The Fortis BCM approach entails the following steps: 

BCM emb 

Exercise/test 
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A 
i 
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Understand the 
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business 
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Programme 

Management 
v J 

Develop & 
implement a 

BCM Response 
V ,J 

W 

-

T 
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Determine the 
BCM options 
priorities & 

, strategies J 

The Fortis BCM approach must be embedded in the organisational culture and be implemented and maintained by BCM 
programm management, appropriate to the nature, size and complexity of the respective Fortis Businesses to which it applies. 

Information about the organisation's critical services and the activities and resources that are required to deliver these services 
are subjected to business impact analysis and risk analysis in order to understand what is happening within the organisation. 

Once BCM options and strategy are determined, a range of strategic and tactical options can be evaluated. This allows an 
appropriate response to be chosen for each critical service, so that Fortis can continue to deliver these services at an acceptable 
level of operation during and following any disruption. The choices will take cognisance of the resilience and countermeasures 
already present at Fortis. 

These actions result in the creation of a BCM response including plans that detail the steps to be taken to resume activities 
before, during and after an incident. 
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Business Continuity Plan 

Crisis 
Management 

Plan 

Business 
Recovery 

Plan(s) 

Disaster 
Recovery 

Plan(s) 

(What Plans, process and organisational recovery structure is Fortis putting in place 
to manage a Crisis and/or recover from a Disaster within the set objectives) 

Crisis Management Plan 

(What is Fortis putting in place as technical 
recovery resourses to ensure continuity of 
Internal Activities & Internally outsourced 
Activities) 

1 

Recovery Solutions 

(What contractual BCM arrangements have 
been put in place with 3rd Parties to ensure 
continuity of Externally Outsourced 
Activities)) 

Lastly, Fortis needs to be able to demonstrate that its strategies and plans are effective, credible and suitable for their purpose by 

exercising, testing and self-assessing the BCM response. 

The Fortis Bank Nederland Business Continuity Management Policy is described in the 'Structuurnota BCM' which is in line with 

the Fortis Business Continuity Management Policy and compliant with Dutch regulations regarding BCM. The Structuurnota is 

updated annually and is approved by the Executive Board of Fortis Bank Nederland. Fortis Bank Nederland has a Business 

Continuity Team (BCT) in place that is chaired by the Chairman of the Executive Board of Fortis Bank Nederland, A BCT Bureau 

supports the Business Continuity Team. The BCT Bureau is responsible for overall coordinating Business Continuity Management 

of Fortis Bank Nederland and has also a monitoring role. 

Each business and support function of Fortis Bank Nederland has a business continuity organisation in place. The businesses 

and support functions have crisis management teams that are responsible for maintaining and testing the business continuity 

plan of their business or function. These teams are regularly trained to cope with crisis situations. 

On the basis of information received from the businesses and support functions, the BCT Bureau creates an oversight and 

reviews / monitors the Business Continuity organisation, implementation, testing, incidents and residual risks. The BCT Bureau is 

increasing the resilience of Fortis Bank Nederland by organising adequate training. 

Adequate management attention is given to pandemic risks like avian flu, providing a detailed view on the time and workload 

resistance of critical activities, on the vulnerability to external suppliers, and on the overall measures to be taken. 

5.7.3.2 Information security 

To Fortis, as a financial services firm, information is critically important. Financial services are knowledge- and information-

intensive and reliable information is essential to Fortis' success. Information must thus be protected continuously and 

appropriately against a wide range of threats. Fortis does this by establishing a structured information security approach to 

assure the confidentiality, integrity and availability of information.. 





The Fortis Information Security Policy defines the organisational framework, management and staff responsibilities and the 
information security directives that apply throughout the Fortis group and to third parties with whom Fortis exchanges 
information. Furthermore, Fortis extracts specific information security controls from existing international best practices like ISO/ 
IEC 27001 and ISO/IEC 1 7799 - 2005. 

Businesses and support functions pursue the Fortis Information Security Policy on a 'comply or explain' basis. Responsibility for 
the design and implementation of information security is delegated to the Operational Risk Policy Committee (OPC). The strategy 
for implementing policy utilises existing best practices at Fortis as much as possible. 

The OPC has specifically appointed an Information Security and Business Continuity Steering Committee, comprising senior 
managers from the businesses and support functions, to steer policy implementation at strategic level. Fortis achieves this by 
setting up several key group-wide projects to drive information security (e.g, identify management, business continuity and 
security awareness). 

In cooperation with representatives of the businesses and support functions, a Security Management Framework has been 
developed for Fortis Bank Nederland in 2007. This Framework comprises procedures and guidelines to support the businesses 
and support functions to implement the Fortis Information Security Policy. 

5.7.3.3 Risk transfer through insurance 
Fortis recognises insurance as a valid tool to transfer the effects of operational risk to the external market. CRM coordinates this 
insurance centrally, and more precisely handles the transfer of specific event risks such as financial losses due to fraud, computer 
crime, professional liability and personal liability. 

In line with industry practices, Fortis purchases following insurance policies from third-party insurers : 

• Combined Bankers Blanket Bond, Computer Crime and Professional Liability Insurance 
• Directors and Officers Insurance 

In addition to this external insurance cover, Fortis uses internal reinsurance captives to finance operational risks. In this way the 
deductibles of the external Combined Bankers Blanket Bond, Computer Crime and Professional Liability Insurance are reinsured 
as risk retention by an internal captive, 

5.7.3.4 Management control statements (MCS) 
While operational risk management focuses mainly on operational event risks, management control is mostly concerned with 
business risk (including strategic and reputation issues). However, operational risk management and management control are 
interrelated: 
• methods of risk assessment, control assessment and remediation of weaknesses are similar; 
• results of the operational (event) risk self-assessments serve as input for the risk assessment performed by senior 

management, as part of the annual management control statement procedure that is coordinated by CRM. 

Management teams sign their management control statements and formulate action plans (if necessary) to improve steering/ 
control. Central Risk Management coordinates reporting on the follow-up to those action plans. The MCS is an attestation, every 
year-end, of the functioning of the risk management and internal control system during the year. The MCS process covers the 
whole of Fortis. 
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6. Supervision and solvency 

As a financial institution, Fortis Bank Nederland is subject to prudential supervision by the Dutch Central Bank. 

6.1 Supervision 
Prudential supervision includes the verification on a monthly basis that Fortis Bank Nederland ensures the availability of own 
funds at least equal to the sum of the solvency requirements. The elements of own funds and the solvency requirements for the 
banking acitivities are calucalted in accordance with the corresponding sectoral rules. Fortis Bank Nederland met all requirements 
in 2007, 2006, and 2005. 

6.2 Solvency 
The on- and off balance sheet credit commitments and the bank's trading positions are weighted according to the level of risk 
involved (risk weighted commitments). The minimum requirement for core capital (Tier 1) is 4%, while total qualifying capital must 
be maintained at a minimum of 8% of risk-weighted commitments 

Credit Risk 

Market Risk 

Risk weighted commitments 

Tier 1 ratio 

Total capital ratio after profit appropration 

2007 

75,402 

448 

75,850 

30,7% 

11.2% 

2006 

66,564 

431 

66,995 

8.6% 

10.9% 

2005 

63,023 

300 

63,323 

8.5% 

10.5% 
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Post-employment benefits and other 
long-term employee benefits 

Post-employment benefits are employee benefits, such as pensions and post-employment medical care, which are payable after 

the completion of employment. Other long-term employee benefits are employee benefits which do not fall due fully within twelve 

months of the period in which the employees rendered the related service, including jubilee premiums and long-term disability 

benefits. 

7.1 Post-employment benefits 

7.1.1 Def ined benef i t pens ion p lans and o the r p o s t - e m p l o y m e n t benef i t s 

Fortis Bank Nederland operates defined benefit pension plans covering the majority of its employees. Some plans are funded 

partly by means of employee contributions. 

Under these plans, benefits are calculated based on years of service and level of salary. Pension obligations are determined on 

the basis of mortality, employee turnover, wage drift and economic assumptions such as inflation and discount rate. Discount 

rates by country or region are set on the basis of the yield (at closing date) of debt securities of similar duration, issued by blue-

chip companies or by the government in the absence of a representative corporate market. 

In addition to pensions, post-employment benefits also include other expenses such as reimbursement of part of the health 

insurance premiums and favourable conditions on financial products, such as mortgage loans, which continue to be granted to 

employees after retirement. 

The following table provides details of the amounts shown in the balance sheet as at 31 December regarding pension plans and 
other post-employment benefits. 

Defined benefit 

pension plans 

Other post-
employment 

benefits 

2007 

Present value of funded obligations 

Present value of unfunded obligations 

Defined benefit obligation 

Fair value of plan assets 

Unrecognised actuarial gains (losses) 

Unrecognised past service cost 

Unrecognised assets due to Asset ceiling 

Other amounts recognised in the balance sheet 

Net defined benefit liabilities (assets) 

Amounts in the balance sheet: 

Defined benefit liabilities 

Defined benefit assets 

Net defined benefit liabilities (assets) 

1,824 

136 

1,960 

(1,864) 

96 

179 

( 8 ) 

267 

270 

( 3 ) 

267 

2006 

1,932 

151 

2,083 

(1,813) 

270 

111 

(10) 

371 

374 

( 3 ) 

371 

2007 

63 

63 

63 

11 

74 

74 

74 

2006 

59 

59 

59 

11 

70 

70 

70 

Defined benefit liabilities are classified under Accrued interest and other liabilities (see note 30) and Defined benefit assets are 

classified under Accrued interest and other assets (see note 22). 
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The following table reflects the changes in the net pension liability (asset) as recognised in the balance sheet. 

Defined benefit 

pension plans 

2007 

Net defined benefit liabilities (assets) at 1 January 

Total defined benefit expense 

(Contributions received) / benefits paid 

Acquisitions and disposals of subsidiaries 

Transfer 

Foreign exchange differences 

Other 

Net defined benefit liabilities (assets) as at 31 December 

371 

40 

(145) 

1 

267 

2006 2007 

257 

61 

143) 

196 

371 

70 

9 

( 5 ) 

74 

Other post-

employment 

benefits 

2006 

269 

(23) 

(168) 

70 

The table below shows the changes in the Defined benefit obligation 

Defined benefit 

pension plans 

2007 

Defined benefit obl igation at 1 January 

Current service cost 

Interest cost 

Actuarial losses (gains) on defined benefit obligation 

Participants' contributions 

Benefits paid 

Past service cost - non-vested benefits 

Past service cost - vested benefits 

Losses (gains) on curtailments 

Liabilities extinguished on settlements 

Acquisitions and disposals of subsidiaries 

Transfer 

Foreign exchange differences 

Other 

Defined benefit obl igation as at 31 December 

2,083 

46 

97 

(212) 

(59 ) 

( 1 ) 

7 

( 1 ) 

1,960 

2006 

2,135 

60 

94 

254) 

(55 ) 

(87 ) 

191 

1 

2,083 

2007 

59 

5 

3 

( 3 ) 

( 5 ) 

3 

1 

63 

Other post-

employment 

benefits 

2006 

301 

4 

4 

(42) 

(6) 

(33) 

169) 

59 
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The following table shows the changes in the fair value of plan assets. 

Defined benefit 

pension plans 

2007 

Fair value of plan assets at 1 January 

Expected return on plan assets 

Actuarial gains (losses) on plan assets 

Employer's contributions 

Participants' contributions 

Benefits paid 

Assets distributed on settlements 

Acquisitions and disposals of subsidiaries 

Transfer 

Foreign exchange differences 

Other 

Fair value of plan assets as at 31 December 

1,813 

100 

(133) 

145 

(59 ) 

( 1 ) 

( 1 ) 

1,864 

Other post-

employment 

benefits 

2006 

1,756 

80 

(41) 

143 

(55 ) 

(70) 

( 2 ) 

1,813 

2007 

5 

( 5 ) 

2006 

Actuarial gains (losses) on plan assets are mainly the difference between the actual and expected return. 

The following table shows the actual return on plan assets for defined benefit pension plans. 

Defined benefit 
pension plans 

2007 2006 2005 

Actual return on plan assets (32) 39 203 

The following table shows the changes in the total of unrecognised actuarial gain (losses) on liabilities and assets. 

Defined benefit 
pension plans 

2007 

Unrecognised actuarial gains (losses) at 1 January 

Actuarial gains (losses) on defined benefit obligation 

Actuarial gains (losses) on plan assets 

Less: Recognised gains (losses) resulting from asset ceiling 

Recognised losses (gains) resulting from curtailment 

Recognised losses (gains) resulting from settlement 

Amortisation of unrecognised actuarial losses (gains) on defined 
benefit obligation 
Amortisation of unrecognised actuarial losses (gains) from plan 

assets 
Acquisitions and disposals of subsidiaries 

Transfer 

Foreign exchange differences 

Other 

Unrecognised actuarial gains (losses) as at 31 December 

111 

212 

(133) 

( 5 ) 

( 6 ) 

179 

2006 

(117) 

254 

(41) 

2 

13 

111 

2007 

11 

3 

( 1 ) 

(2) 

11 

Other post-
employment 

benefits 

2006 

(33) 

42 

2 

11 
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The current service cost, past service cost, amortisation of unrecognised losses (gains) on the Defined benefit obligation and 

losses (gains) on curtailments and settlements impacting liabilities are included in Staff expenses (see note 42). All other defined 

benefit expense items are included in Interest expenses. 

Total Defined benefit expense contains all interest costs related to the defined benefit pension plans. The 2005 figures of the table 

above were adjusted for comparison purposes. 

The following table shows the principal actuarial assumptions used for the euro-zone countries. 

Low 

2007 2006 

Defined benefit 
pension plans 

2005 2007 2006 

High Low High Low 

Discount rate 4.7 

Expected return on plan assets at 31 6.0 

December 

Future salary increases (price inflation 

included) 

Future pension increases (price inflation 1.9% 1. 

included) 

Medical cost trend rates 

5.4% 4.7% 3.8% 4.2 

6.0% 5.3% 5.3% 4.9 

High 

4.0% 

4.9% 

Low High Low 

4.2% 4.2% 4.2% 

1.8 1.8 1.8 1.8 

Other post-
employment 

benefits 

2005 

High Low High 

4.2% 4.2% 4.2% 

2.5% 3.3% 2.4% 2.4% 2.4% 2.4% 2.3% 2.3% 2.4% 2.4% 2.4% 2.4% 

1.8% 1.8% 1.8% 1.8% 1.6% 1.6% 

4.3% 4.3% 4.3% 4.3% 4.3% 4.3% 

A one percent change in assumed medical cost trend rates would have the following effect on the Defined benefit obligation. 

One percent increase One percent decrease 

Effect on the total defined benefit expense - medical costs ( 2 ) 

The plan assets comprise predominantly fixed income securities and investment contracts with insurance companies. Fortis' 

internal investment policy stipulates that investment in derivatives and emerging markets for the purpose of funding pension 

plans is to be avoided. Fortis intends to gradually adjust its asset allocation policy in the future to ensure a closer match between 

the duration of the assets and that of the pension liabilities. The asset mix of the plan assets is as follows: 

Equity securities 

Debt securities 

Real estate 

Convertibles 

Other 

Cash 

2007 

20% 

66% 

4% 

4% 

6% 

0% 

2006 

17% 

72% 

4% 

3% 

4% 

0% 

2005 

22% 

51% 

2% 

3% 

3% 

19% 

The category Other consists mainly of mortgage loans and high-yield bonds. Investments in hedge funds are limited. Derivatives 

are used only to limit the plan exposures to interest rate risk. Pension plan assets are invested in global equity and debt markets. 
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To administer pension plan assets, Fortis Bank Nederland applies general guidelines about tactical asset allocation based on 

criteria such as geographical distribution and rating. Asset Liability Management studies are carried out periodically in order to 

keep the investment strategy in balance with the structure of the pension benefit obligation. According to these guidelines and 

the results of the studies, the asset allocation is decided for each scheme at company level. 

The employer's contributions expected to be paid to post-employment benefit plans for the year ended 31 December 2008 are 

as follows: 

Defined benefit 

pension plans 

Other post-

employment benefits 

Expected contribution for next year 115 

7.1.2 De f ined c o n t r i b u t i o n p lans 

Fortis Bank Nederland operates a number of defined contribution plans worldwide. The employer's commitment in a defined 

contribution plan is limited to the payment of contributions calculated in accordance with the plan regulations. Employer 

contributions for defined contribution plans amounted to EUR 26 million in 2007 (2006: EUR 41 million; 2005: EUR 29 million) 

and are included in Staff expenses (see note 42), Defined contribution plans with guaranteed interest are accounted for and 

represented as defined contribution plans, since no material provisions are expected, 

7.2 Other long-term employee benefits 
Other long-term employee benefits include jubilee premiums and long-term disability benefits. The table below shows liabilities 

related to other long-term employee benefits included in the balance sheet under Accrued interest and other liabilities (see note 

30). 

2007 2006 2005 

Present value of the obligation 

Net recognised obligations 

23 

23 

21 

21 

38 

38 

The following table shows the changes in Liabilities for other long-term employee benefits during the year. 

2007 

Net liability at 1 January 

Total expense 

Contributions received/(benefits paid) 

Transfer 

Net liability at 31 December 

2006 

21 

3 

(1) 

23 

38 

5 

(3) 

(19) 

21 

The table below provides the range of actuarial assumptions applied in calculating the Liabilities for other long-term employee 

benefits. 

Discount rate 

Salary increase 

2007 2006 2005 

Low 

4.7% 

3.3% 

High 

4.8% 

5.0% 

Low 

2.9% 

1.8% 

High 

2.9% 

1.8% 

Low 

3,8% 

2.4% 

High 

3.8% 

2.4% 





88 l Fortis Bank Nederland (Holdinq) N.V. Financial Statements 2007 

Expenses related to other long-term employee benefits are shown below. Interest cost is included in interest expenses, all other 
expenses are included in Staff expenses (see note 42), 

Current service cost 
Interest cost 
Net actuarial losses (gains) recognised immediately 
Total 

2007 

2 

1 

3 

2006 

2 

1 

2 

5 

2005 

1 

2 

3 
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8. Employee share option and share 
purchase plans 

Each year Fortis Bank Nederland determines whether the Fortis options shall be allocated to employees depending on merit and 

performance. 

In fact, during recent years, Fortis Bank Nederland decided to offer options on Fortis shares to key employees as is done to 

senior managers in order to strengthen their commitment to Fortis Bank Nederland and to align their interests. The features of the 

option plans may vary from country to country depending on local tax regulations. 

This Fortis option plan is named ESOP (Executive Share Option Plan) and presents the following main characteristics: 

• The annual plan characterised by options with a 3 to 5 year vesting period; 

• Compensation plan with four gradations 800, 1500, 3500, or 7000 options granted yearly; 

• Senior managers and key personnel; 

• Approximately 800 persons involved within the Fortis Group (participating countries only); 

On 25 September 2007, Fortis launched a capital increase in the form of a Rights Issue in order to partly finance its contribution 

to the bid for ABN AMRO. A substantial number of new Fortis shares were consequently issued at a discount. This brought down 

the value of portfolios of Fortis stock option holders and participants in restricted share plans. 

On 20 September, 2007, the Board of Directors of Fortis decided to adjust the conditions of all stock-option plans and all 

restricted-share plans in order to neutralise the direct impact of the capital increase on the portfolios. These adjustments are 

made according to the Euronext.liffe formula. The adjustment ratio based on Euronext.liffe formula is 0.83715. 

To neutralise the direct impact of the capital increase on portfolios, the exercise price, the number of options and the number of 

committed restricted shares is amended in accordance with the the adjustment ratio, as follows: 

• the exercise price of the options will be reduced (current exercise price multiplied by the adjustment ratio) 

• the number of options will be increased (current number of options divided by the adjustment ratio). 

• the number of committed restricted shares will be increased (current number of committed Restricted shares divided by the 

adjustment ratio). 

When Fortis Bank Nederland or one of its subsidiaries grants options on Fortis shares to their employees, the related expenses 

are invoiced by the parent company and recorded as staff expenses. The exercise or expiration of these options has no impact 

on the accounts of Fortis Bank Nederland. 

In 2007 the ESOP stock option plan granted 903,487 Fortis shares to Fortis Bank Nederland employees (2006: 802,683). 

The costs related to this stock option plan at 31 December 2007 were 4 million (December 2006: 

EUR 3 million). 
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9. Remuneration of Board members and 
Executive Managers 

In 2007 the remuneration, including pension costs, of current and former members of the Executive Board payable by Fortis 
Bank Nederland was EUR 2.3 million (total remuneration of current and former members was EUR 4.6 million in 2006; EUR 3.0 
million in 2005). In 2007 the number of options granted to the executive board was 39,239 (2006: 47,781; 2005: 44,795), The 
strike price of these options was 23.96 (2006: 24.68; 2005: 18.65). These figures were adjusted based on adjustment ratio, see 
note 8, 

The remuneration of members of the Supervisory Board of Fortis Bank Nederland was EUR 0.3 million (2006: EUR 0.4 million; 
2005: EUR 0,4 million). The remuneration of the members of the Supervisory Board in 2004 was borne partly by Fortis. 
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10. Audit fees 

Fees paid to Fortis Bank Nederland's auditors for 2007, 2006 and 2005 can be broken down into the following components: 
• audit fees, which include fees for auditing the statutory and consolidated financial statements, and quarterly and other reports; 
• audit-related fees, which include fees for work performed on prospectuses, non-standard auditing and advisory services not 

related to statutory auditing; 
• fees for tax advice; 
• other non-audit fees, which include fees for support and advice on acquisitions. 

The breakdown of the audit fees for the year ended 31 December is as follows: 

Audit fees 

Audit-related fees 

Other non-audit fees 

Total 

2007 

5 

5 

2006 

5 

1 

6 

2005 

5 

1 

1 

7 
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11, Related parties 

Related parties to Fortis Bank Nederland include Fortis companies not within the scope of Fortis Bank Nederland, associates, 

pension funds, joint ventures. Executive Board, Supervisory Board, close family members of any person referred to above, 

entities controlled or significantly influenced by any person referred to above and any other related entities. 

As part of its business operations Fortis Bank Nederland frequently enters into transactions with related parties. Such 

transactions mainly relate to loans and deposits and are entered under the same commercial and market terms that apply to 

non-related parties. 

The remuneration of the Executive Board and the Supervisory Board is described in note 9. 

Total outstanding loans and advances to members of the Executive Board of Fortis Bank Nederland amounts to EUR 1,9 million 

(2006: EUR 2,8 million and 2005: EUR 2.5 million) 

The outstanding loans and advances to members of the Executive Board and the Supervisory Board consist in principle of 

consumer mortgages. These loans and advances have been granted under normal personnel Conditions or Client Conditions. 

Credits, loans or bank guarantees in the normal course of business may be granted by Fortis Bank Nederland companies to 

Executive Managers or to close family members of Board Members and close family members of Executive Managers, At 31 

December, there were no outstanding credits, loans or bank guarantees, other than the ones in the normal course of business 

noted above. 

Transactions entered into with the following related parties the for the year ended 31 December are summarised below: 
• Fortis companies not within scope Fortis Bank Nederland; 

• associates; 

• joint ventures; 

• other related parties. 

2007 2006 

Income and expenses - Related parties 

Interest income 

Interest expense 

Fee and commission income 

Fee and commission expense 

Dividend and other investment income 

Realised gains 

Other income 

Operating, administrative and other expenses 

6,296 

(8,171) 

99 

(6) 

98 

163 

(88) 

3,140 

(4,827) 

62 

(33) 

25 

847 

99 

(74) 
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2007 2006 

Associates 

and 

Joint 

ventures 

Other Total 

Balance sheet - Related parties 

Investments in associates 

Cash and cash equivalents 

Assets held for trading 

Due from banks 

Due from customers 

Other assets 

Liabilities held for trading 

Due to customers 

Due to banks 

Debt certificates, subordinated liabilities and other borrowings 

Other liabilities 

843 

10 

9 

125 

293 

24 

45 

333 

139 

41 

32,135 

4,338 

11,332 

9,778 

1,530 

2,043 

15,230 

53,897 

19,968 

3,184 

843 

32,145 

4,347 

11,457 

10,071 

1,554 

2,088 

15,230 

54,230 

20,107 

3,225 

Associates 

and 

Joint 

ventures 

928 

27 

313 

8 

139 

206 

Other 

166 

17,343 

2,498 

4,837 

9,266 

978 

957 

11,707 

48,521 

1,394 

1,750 

Total 

1,094 

17,343 

2,498 

4,864 

9,579 

986 

957 

11,707 

48.521 

1,533 

1,956 
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12. Information on segments 

12.1 Generalinformation 
Fortis is an international financial services provider whose core activities are Banking and Insurance. The primary format for 

segment reporting is based on businesses. 

In October 2006 Fortis announced a new organisational structure to support the evolution of its growth strategy. The new 

structure was implemented on 1 January 2007. 

The 2006 figures presented are not restated and are the same as in the Financial Statements Fortis Bank Nederland (Holding) 

2006. 

Fortis Bank Nederland is now organised on a world-wide basis into two businesses which are further subdivided into business 

segments (for details see below): 

• Retail Banking 

• Merchant & Private Banking 

Activities not related to the Banking business and elimination differences are reported separately. 

Fortis' segment reporting reflects the full economic contribution of the businesses of Fortis. The aim is direct allocation to the 

businesses of all balance sheet and income statement items for which the businesses have full managerial responsibility. 

Segment information is prepared based on the same accounting policies as those used in preparing and presenting Fortis' 

Consolidated Financial Statements (as described in note 1) and by applying appropriate allocation rules. 

Transactions between the different businesses are executed under standard commercial terms and conditions. 

On 5 November 2007 Fortis announced that it would reorganise its management structure as of 1 January 2008. The adequate 

management structure will not only facilitate the successful integration of the acquired businesses of ABN AMRO, but will also 

support the development of Fortis as a whole. Fortis will start to report according to the new organisational structure as of the 

first quarter of 2008. 

12.2 Banking 

Retai l Bank ing 

Retail Banking consists of the business segments Network and Asset Management, 

Retail Banking Network 

Retail Banking Network offers financial services to retail customers including individuals, self-employed people, members of the 

independent professions and small businesses, through the international Retail Banking business. Fortis operates through a 

variety of distributions channels in the Benelux countries to deliver service and advice on every aspect of individual banking, 

saving, investment, credit and insurance. 

Me rchan t & Pr iva te Bank ing 

Merchant & Private Banking encompasses a wide range of banking products and skill-oriented financial services for large 

international companies and institutional clients, medium-sized enterprises and entrepreneurs, and private banking clients. 

Merchant & Private Banking is organised according to a Clients-Skills structure. 
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Merchant & Private Banking Clients 
The client coverage model includes Corporate, Institutional & Public Banking, Commercial Banking, ECT (Energy, Commodities 
and Transportation) and Private Banking, 

Corporate, Institutional & Public Banking is responsible for the global relationship management of corporate, institutional and 
public-sector clients. Commercial Banking aims to be the partner of choice for Europe-oriented medium-sized enterprises by 
offering value-added solutions through a cohesive network of Business Centres. Within ECT, Fortis Bank Nederland offers 
financial solutions to these industry sectors. Private Banking offers integrated, worldwide asset and liability management 
solutions to high net worth individuals, their businesses and their advisors. 

Merchant & Private Banking Skills 
Merchant & Private Banking is organised around Skills units delivering high added value products and services potentially to all 
client segments. Skills include Global Markets, Clearing, Funds & Custody, Investment Banking and Specialised Financial 
Services. 

Global Markets performs all trading, sales and research activities. Clearing, Funds & Custody offers financial services in custody, 
clearing and fund administration that support the trading and investment activities of financial professionals. 
Investment Banking offers a wide variety of financial services, including corporate finance, structural finance and private equity. 
Specialised Financial Services consists of leasing, commercial finance, global trade services, cash management, trust and 
corporate services. 

Other Banking 
Balance sheet items, revenues and costs for support functions, operations and Asset & Liability Management (ALM) are reported 
in this section. The figures reported are those after allocation to the business segments. 

Fortis Hypotheek Bank is reported in Other Banking.. 

Allocation rules 
Segment reporting within the Banking segments make use of balance sheet allocation rules, balance sheet squaring 
mechanisms, a fund transfer pricing system, rebilling of support and operation expenses and overhead allocation. 

The balance sheet allocation and squaring methodology aim at reporting information on segments to reflect Fortis' business 
model. 

Under Fortis' business model, segments do not act as their own treasurer in bearing the interest rate risk, the foreign exchange 
risk and the liquidity risk, by funding their own assets with their own liabilities, or by having direct access to the financial markets. 
The interest, currency and liquidity risks are removed by transferring them from the segments to the internal central bankers. This 
is reflected in the fund transfer pricing system. A key role in this system is attributed to Asset & Liability Management (ALM). The 
results of ALM are allocated to the segments based on the regulatory capital used and the interest margin generated within the 
segments. 

Support and operations departments provide services to the segments. These services include human resources and information 
technology. The costs and revenues of these departments are charged to the segments via a rebilling system on the basis of 
service level agreements (SLAs) reflecting the economic consumption of the products and services provided. SLAs ensure that 
the costs and revenues are charged based on actual use and at standard rates. Differences between the actual costs and the 
rebilled costs based on standard tariffs are passed through to the business segments in a final allocation. 
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Balance sheet of Panking segments Year T 

Assets 

Cash and cash equivalents 

Assets held for trading 

Due from banks 

Due from customers 

Investments: 

- Held to maturity 

- Available for sale 

- Held at fair value through profit or loss 

- Investment property 

- Associates and joint ventures 

Other receivables 

Property, plant and equipment 

Goodwill and other intangible assets 

Accrued interest and other assets 

Total assets 

31 December 2007 

Retail 

Banking 

Network 

10.379 

138 

43.134 

35.831 

2 

2 

63 

4 

544 

Merchant 

& Private 

Banking 

Clients 

6.600 

58 

34.959 

36.489 

18 

37 

55 

25 

4 

103 

686 

Merchant 

& Private 

Banking 

Skills 

37.645 

22.008 

88.977 

49.497 

3.111 

123 

38 

1.482 

4.754 

3.343 

74 

96 

3.367 

Other 

Banking Eliminations 

53.887 (69.242) 

957 

44.522 

67.860 

35 

72 

8 

24.249 

24.364 

38 

550 

46 

5.228 

( 4 4 ) 

(172.824) 

(58.706) 

( 4 ) 

( 4 ) 

( 34 ) 

(264 ) 

( 21 ) 

(2.770) 

Total Banking 

39.269 

23.117 

38.768 

130.971 

35 

3.201 

123 

79 

25.733 

29.171 

3.435 

368 

224 

7.055 

90.095 78.979 209.761 197.452 (303.909; 272.378 

Liabilities 

Liabilities held for trading 

Due to banks 

Due to customers 

Liabilities arising from insurance and investment 

contracts 

Debt certificates 

Subordinated liabilities 

Other borrowings 

Provisions 

Current and deferred tax liabilities 

Accrued interest and other liabilities 

Total liabilities 

Issued capital and reserve 

Minority interests 

Total liabilities and equity 

Due from external customers 

Due from intemal customers 

Due from customers 

Due to external customers 

Due to internal customers 

Due to customers 

138 

65.319 

23.269 

54 

45.170 

31.682 

51.367 

117.323 

35.063 

920 

96.428 

34.795 

(13 ) 

(252.929) 

(54.819) 

52.466 

71.311 

69.990 

102 

37 

9 

93 

1.128 

90.095 

90.095 

35.831 

35.831 

12.871 

10.398 

23.269 

229 

89 

12 

15 

1.728 

78.979 

78.979 

14.032 

22.457 

36.489 

26.663 

5.019 

31.682 

88 

44 

191 

47 

352 

5.286 

209.761 

209.761 

30.934 

18.563 

49.497 

14.427 

20.636 

35.063 

32.707 

11.652 

1.091 

31 

322 

(2.912) 

175.034 

21.763 

655 

197.452 

19.286 

48.574 

67.860 

5.670 

29.125 

34.795 

(101) 

(310) 

() 
( 20 ) 

4.283 

(303.909) 

(303.909) 

30.888 

(89.594 ) 

(58.706) 

10.359 

(65.178) 

(54.819) 

32.796 

11.652 

1.371 

79 

782 

9.513 

249.960 

21.763 

655 

272.378 

130.971 

130.971 

69.990 

69.990 
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31 December 2006 

Assets 

Cash and cash equivalents 

Assets held for trading 

Due from banks 

Due from customers 

Investments: 

- Held to maturity 

- Available for sale 

- Held at fair value through profit or loss 

- Investment property 

- Associates and joint ventures 

Trade and other receivables 

Property and equipment 

Goodwill and other intangible assets 

Accrued interest and other assets 

Total assets 

Retail 

banking 

10.020 

27.837 

34,467 

2 

2 

4 

3 

516 

Merchant 

banking 

54,556 

22,068 

118,435 

47,196 

1,456 

179 

861 

2,496 

1,167 

11 

7 

2,284 

Commercial & 

Private Banking 

1,545 

45 

28,776 

21,033 

193 

193 

1,729 

46 

209 

390 

Other 

Banking 

85,016 

1,309 

140,800 

69,576 

33 

3,843 

6 

43 

3,925 

39 

592 

24 

3,343 

Eliminations 

( 129,062 ) 

(29) 

(288,777 ) 

(48,233) 

(1,697) 

( 3 ) 

(1,700) 

(19) 

(267) 

(12) 

(1,810) 

Total 

Banking 

22,075 

23,393 

27,071 

124,039 

33 

3,795 

179 

3 

906 

4,916 

2,920 

385 

228 

4,723 

72,849 248,220 53,966 304,624 (469,910) 209,749 

Liabilities 

Liabilities held for trading 

Due to banks 

Due to customers 

Debt certificates 

Subordinated liabilities 

Other borrowings 

Provisions 

Current and deferred tax liabilities 

Accrued interest and other liabilities 

Total liabilities 

Issued capital and reserve 

Minority interests 

Total equity 

50,025 

21,613 

103 

35 

4 

15 

55 

999 

72,849 

32,297 

180,923 

31,366 

45 

251 

54 

28 

268 

2,988 

248,220 

44 

28,128 

23,348 

107 

216 

193 

32 

38 

1,860 

53,966 

627 

220,897 

43,670 

26,904 

2,621 

652 

50 

203 

2,903 

298,527 

5,910 

187 

( 7 ) 

(409,829) 

( 56,141 ) 

(1,815) 

(721) 

( 34 ) 

1 

(1,364) 

(469,910) 

32,961 

70,144 

63,856 

25,344 

2,402 

903 

91 

565 

7,386 

203,652 

5,910 

187 

6,097 6,097 

Total liabilities and equity 72,849 248,220 53,966 304,624 (469,910) 209,749 
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12.4 Income statement of banking segments 
2007 

me 

Interest income 

Interest expense 

Net interest income 

Fee and commission income 

Fee and commission expense 

Net fee and commission income 

Dividend and other investment income 

Share in result of associates and joint ventures 

Realised capital gains (losses) on investments 

Other realised and unrealised gains and losses 

Other income 

Total income 

Change in impairments 

Net revenues 

Expenses 

Staff expenses 

Other expenses 

Allocation expense 

Depreciation and amortisation ot tangible and intangible 

assets 

Total expenses 

Profit before taxation 

Income tax expense 

Net profit for the period 

Net profit attributable to minority interests 

Net profit attributable to shareholders 

Retail 

Banking 

Network 

3,251 

(2,630) 

621 

159 

(37 ) 

122 

4 

9 

156 

912 

(40 ) 

872 

(187) 

(185) 

(239) 

( 2 ) 

(613) 

259 

( 8 3 ) 

176 

176 

Private 

Banking 

Clients 

2,883 

(2,335 ) 

548 

241 

(18) 

223 

5 

5 

1 

19 

129 

930 

30 

960 

(164) 

(67 ) 

(151) 

( 2 ) 

( 384 ) 

576 

(140) 

436 

5 

431 

Private 

Banking 

Skills 

20,045 

(19,746) 

299 

732 

(149) 

583 

24 

13 

358 

81 

1,358 

( 20 ) 

1,338 

(301) 

(215) 

(163) 

( 9 ) 

( 688 ) 

650 

(123) 

527 

5 

522 

Other 

Banking 

11,270 

(11,203) 

67 

36 

( 38 ) 

( 2 ) 

8 

185 

108 

201 

(112) 

455 

(11) 

444 

(303) 

(472) 

553 

(47) 

( 269 ) 

175 

175 

8 

167 

Eliminations 

(18.280) 

18,280 

(29 ) 

( 2 9 ) 

( 2 9 ) 

29 

29 

Total 

Banking 

19,169 

(17,634) 

1,535 

1,168 

(242) 

926 

37 

190 

126 

587 

225 

3,626 

(41) 

3,585 

(955) 

(910) 

(60 ) 

(1.925) 

1,660 

(346 ) 

1,314 

18 

1,296 
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2006 

Commercial & 

Income 

Interest income 

Interest expense 

Net interest income 

Fee and commission income 

Fee and commission expense 

Net fee and commission income 

Dividend, share in result of associates and joint ventures 

and other investment income 

Realised capital gains (losses) on investments 

Other realised and unrealised gains and losses 

Other income 

Total income, net of interest expense 

Change in impairments 

Net revenues 

Retail 

banking 

3,288 

(2,548) 

740 

153 

(31) 

122 

Merchant 

banking 

5,641 

(5,455 ) 

186 

347 

(28 ) 

319 

9 

268 

21 

11 

531 

66 

Private 

banking 

1,705 

(1,269) 

436 

423 

(21) 

402 

1 

3 

14 

125 

Other 

banking 

2,898 

(2,803) 

95 

34 

(31) 

3 

7 

83 

330 

(300 ) 

Total 

Banking 

13,532 

(12,075) 

1,457 

957 

(111) 

846 

30 

97 

884 

159 

1,140 

(59 ) 

1,081 

1,134 

38 

1,172 

981 

(32 ) 

949 

216 

(17) 

199 

3,473 

(70) 

3,403 

Expenses 

Staff expenses 

Depreciation and amortisation of tangible 

and intangible assets 

Other expenses 

Allocation expense 

Total expenses 

Profit before taxat ion 

Income tax expense 

Net profit for the period 

Net profit attributable to minority interests 

Net profit attr ibutable to shareholders 

: i 6 8 ) (207) (251) ( 2 2 2 ; (848) 

( 1 ) 

(174) 

(240) 

( 583 ) 

498 

(189) 

309 

309 

( 5 ) 

(126) 

(137) 

(475) 

697 

(142) 

555 

2 

553 

( 8 ) 

(148) 

(120) 

( 527 ) 

422 

(132) 

290 

290 

(49 ) 

(395) 

497 

(169) 

31 

( 8 ) 

23 

18 

5 

( 63 ) 

(843 ) 

(1,754) 

1,649 

(472) 

1,177 

20 

1,157 
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12.5 Geographic segmentation 

The Fortis Bank Nederland's activities are managed on a worldwide basis. The table below shows key figures based on the 
location of the Fortis Bank Nederland company that has entered into the transaction. 

31 December 2007 

Benelux 

Other European countries 

Asia 

Other countries 

Total 

Net 

Profit 

1,010 

199 

46 

41 

1,296 

Total 

income 

1,786 

1,234 

428 

178 

3,626 

Number of 

Employees " 

8,069 

1,162 

461 

311 

10,003 

Total 

assets 

246,129 

21,298 

3,802 

1,149 

272,378 
1) number of emptoyees in Full Time Equivalents 

31 December 2006 

Benelux 

Other European countries 

Asia 

Other countries 

Total 

946 

140 

36 

35 

1,157 

2,894 

408 

91 

80 

3,473 

7,967 

1,262 

414 

306 

9,949 

182,800 

21,422 

3,995 

1,532 

209,749 

31 December 2005 

Benelux 

Other European countries 

Asia 

Other countries 

Total 

895 

101 

28 

25 

1,049 

2,694 

327 

66 

66 

3,153 

7,571 

1,162 

341 

385 

9,459 

156,837 

10,031 

2,438 

1,565 

170,871 
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13. Cash and cash equivalents 

Cash includes cash on hand, available balances with central banks and other financial instruments with a term of less than three 

months from the date on which they were acquired. The composition of Cash and cash equivalents was as follows as at 31 

December: 

2007 

31 December 

Cash on hand 

Balances with central banks readily convertible in cash 

other than mandatory reserve deposits 

Due from banks 

Due from customers, current accounts 

Other 

Total 

Less: impairments incurred but not reported (IBNR) 

Total Cash and cash equivalents 

106 

114 

34,473 

4,234 

342 

39,269 

39,269 

2006 

119 

63 

17,782 

3,462 

649 

22,075 

22,075 

2005 

119 

1,136 

4,733 

5,523 

1,997 

13,508 

13,508 

The average book value of Cash and cash equivalents for 2007 amounted to EUR 27,685 million (2006: EUR 13,767 million: 

2005: EUR 19,385 million). The average yield in 2007 was 2.5% (2006: 2.2%: 2005: 1.3%). 
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14. Assets and liabilities held for trading 

14.1 Assets held for trading 

31 December 

Debt securities: 

- Corporate debt securities 

Equity securities 

Total trading securit ies 

Derivatives held for trading 

Over the counter (OTC) 

Exchange traded 

Total trading derivatives 

Other assets held for trading 

Total Assets held for trading 

2007 

148 

15,825 

15,973 

7,057 

76 

7,133 

11 

23,117 

2006 

180 

19,017 

19,197 

4,180 

15 

4,195 

1 

23,393 

2005 

1,408 

11,266 

12,674 

4,327 

3 

4,330 

17,004 

Details of the derivative financial instruments are shown in note 31 . 

14.2 Liabilities held for trading 

The table below shows the composition of Liabilities held for trading. 

31 December 

Short security sales: 

- fair value supported by observable market data 

- fair value obtained through a valuation technique 

Short security sales 

Derivative financial instruments: 

- Over the counter (OTC) 

- Exchange traded 

Total derivatives held for trading 

Other liabilities held tor trading 

Total Liabilities held for trading 

2007 2006 2005 

44,725 

44,725 

7,723 

16 

7,739 

2 

52,466 

29,756 

1 

29,757 

3,204 

3,204 

32,961 

17,485 

731 

18,216 

2,959 

3 

2,962 

14 

21,192 

14.3 Valuation techniques 

The following table provides a specification of the methods used in determining the fair values of trading securities as at 31 

December. 
2007 2006 2005 

Trading securities (assets): 

Fair values of trading securities supported by observable market data 15,973 19,197 12,625 

Fair values of trading securities obtained through a valuation technique 49 
Total 15,973 19,197 12,674 

Short security sales (liabilities): 

Fair value supported by observable market data 

Fair value obtained through a valuation technique 

Total 

44,725 29,756 18,216 

1 

44,725 29,757 18,216 

For details on the calculation of fair values see note 32, 
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15. Due from banks 

Due from banks consists of the following: 

31 December 

Interest-bearing deposits 

Loans and advances 

Securities borrowing transactions 

Mandatory reserve deposits with central banks 

Other 

Total 

Less impairments: 

- specific credit risk 

- incurred but not reported (IBNR) 

Total Due from banks 

2007 

3.037 

1.334 

32.942 

1.453 

3 

38.769 

(1 ) 

38,768 

2006 

4,345 

769 

21,129 

829 

27,072 

( 1 ) 

27,071 

2005 

2,666 

657 

13,785 

115 

42 

17,265 

( 2 ) 

17,263 

The average carrying amount of Due from banks in 2007 was EUR 39,341 million (2006: EUR 28,027 million; 2005: EUR 23,622 

million). The average yield in 2007 was 4.9% (2006: 4.0%; 2005: 3.6%). 

In accordance with monetary policy, the various banking businesses are required to place amounts on deposit with the central 

banks in the countries where Fortis Bank Nederland operates. Together with the amount that is reported under Cash and cash 

equivalents, the total balance held with central banks came to EUR 1,567 million at year end 2007 (2006: EUR 893 million, 2005: 

EUR 1,251 million). The average outstanding balance with central banks (Cash and cash equivalents + Due from banks) during 

2007 amounted to EUR 1,499 million (2006: EUR 1,062 million; 2005: EUR 1,248 million). 

Impa i rmen ts on Due f r om banks 

Changes in the impairments on Due from banks are as follows: 

2007 2006 

Balance as at 1 January 

Increase in impairments 

Release of impairments 

and other adjustments 

Balance as at 31 December 

Specific 

credit risk 

1 

1 

IBNR 

1 

( 1 ) 

Specific 

credit risk IBNR 

2 

2 

( 3 ) 

1 

Note 5 describes in greater detail the impairments for specific credit risk and incurred but not reported (IBNR). 
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16. Due from customers 

The composition of Due from customers is as follows: 

31 December 

Government and official institutions 

Residential mortgage 

Consumer loans 

Commercial loans 

Securities borrowing transactions 

Financial lease receivables 

Factoring 

Other loans 

Held at fair value through profit or loss 

Fair value adjustment from hedge accounting 

Total 

Less impairments: 

- Specific credit risk 

- incurred but not reported (IBNR) 

Total Due from customers 

2007 

1,782 

63,873 

3,193 

40,310 

20,811 

265 

1,913 

282 

(1,063) 

131,366 

(346) 

(49 ) 

130,971 

2006 

1,576 

60,682 

4,892 

32,444 

23,493 

288 

1,532 

40 

4 

(451) 

124,500 

(390) 

(72 ) 

124,038 

2005 

1,478 

54,906 

4,541 

30,727 

16,035 

239 

1,181 

88 

1 

111 

109,307 

(453) 

(79 ) 

108,775 

In 2007 the average amount of Due from customers was EUR 136,834 million (2006: EUR 117,248 million; 
2005: EUR 105,080 million). The average yield in 2007 was 5.3% (2006: 5.5%; 2005: 5.0%). 

Loans designated as available for sale are those loans purchased in the secondary markets that will subsequently be securitised 
and sold. 

Other structured loans and contracts, including derivatives, are designated as Held at fair value through profit or loss, reducing a 
potential accounting mismatch. 
Furthermore, Fortis Bank Nederland hedges interest rate exposure of fixed-rate mortgages on a portfolio basis (macro hedging), 
using interest rate swaps. 

As a result of the hedge, the volatility of changes in the hedged item's net present value (NPV) of future cash flows, due to 
changes in the appropriate benchmark interest rate curve, will be reduced by offsetting changes in the fair value of the hedging 
derivative financial instrument. 

Hedged mortgages are prepayable fixed-rate mortgages with the following features: 
• denominated in local currency (euro); 
• fixed term to maturity or repricing; 
• prepayable amortising or fixed principal amounts; 
• fixed interest payment dates; 
• no interest rate options; 
• accounted for on an amortised cost basis. 

Mortgages with these features form a portfolio from which the hedged item is designated (fair value hedge accounting for a 
portfolio hedge of interest rate risk or 'macro hedge'). More than one group (or portfolio) of mortgages can be identified as the 
hedged item within the fixed rate mortgage portfolio. Mortgages included in a portfolio hedge of interest rate risk need to share 
the risk characteristics being hedged. 

When notional swap cash flows exceed 95% of expected mortgage cash flows in any given month, the expected monthly 
mortgage cash flows on either side of the swap cash flow are designated as hedged items until all notional swap cash flows are 
matched. Mortgage cash flows are allocated to monthly time buckets based on expected repricing dates. Fortis Bank Nederland 
estimates repricing dates using a prepayment rate applied to the contractual cash flows and repricing dates of the mortgage 
portfolio. 
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The hedging instruments are plain vanilla interest rate swaps entered into with external counterparties at market rates prevailing 

at the time of the transaction. 

Changes in the fair value of mortgages which are attributable to the hedged interest rate risk are recorded under Fair value 

adjustment from hedge accounting in order to adjust the carrying amount of the loan. The difference between the fair value and 

the carrying value of the hedged mortgages at designation of the hedging is amortised over the remaining life of the hedged item 

and is also reported in Fair value adjustment from hedge accounting. 

F inanc ia l lease rece ivab les 

Receivables related to financial lease agreements as at 31 December are comprised of: 

Gross investment in financial leases: 

Not later than 3 months 

Later than 3 months and not later than 1 year 

Later than 1 year and not later than 5 years 

Later than 5 years 

Total 

Une arned finance income 

2007 

36 

57 

114 

74 

281 

Ifi 

2006 

20 

33 

200 

63 

316 

28 

Minimum 
lease 

payments 

2005 

20 

41 

187 

65 

313 

74 

2007 

32 

56 

103 

74 

265 

2006 

20 

32 

173 

63 

288 

Present value 
of the lease 

minimum payments 
receivable 

2005 

14 

28 

143 

54 

239 

Impa i rmen ts on Due f r om c u s t o m e r s 

The following table shows the changes in impairments on Due from customers. 

2007 2006 

Balance as at 1 January 

Increase in impairments 

Release of impairments 

Write-offs of uncollectible loans 

Foreign exchange differences and other adjustments 

Balance as at 31 December 

Specific 

credit risk 

390 

225 

(161) 

(115) 

7 

346 

IBNR 

72 

7 

( 33 ) 

3 

49 

Specific 

credit risk 

453 

199 

(127) 

(124) 

(11) 

390 

IBNR 

79 

21 

(28 ) 

72 

The impairments for specific credit risk and incurred but not reported (IBNR) are described in more detail in note 5. 
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17. nvestments 

The composition of Investments is as follows: 

31 December 

Investments 

- Held to maturity 

- Available for sale 

- Held at fair value through profit or loss 

- Investment property 

- Investments in associates and joint ventures 

Total, gross 

Impairments: 

- on investments available for sale 

Total impairments 

2007 2006 2005 

35 

3,209 

123 

79 

25,733 

29,179 

(8) 

(8) 

33 

3,798 

179 

3 

906 

4,919 

(3) 

(3) 

6,743 

153 

4 

820 

7,720 

(2) 

(2) 

Total Investments 29,171 4,916 7,718 

17.1 Investments held to maturity 
The amortised cost and estimated fair value of Fortis Bank Nederland's Investments held to maturity as at 31 December are as 

follows: 

Government bonds 

Total investments held to maturity 

Carrying 

amount 

35 

35 

2007 

Fair 

values 

35 

35 

Carrying 

amount 

33 

33 

2006 

Fair 

values 

33 

33 
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There were no impairments on Held to maturity investments at 31 December 2007, 2006 and 2005, 

31 December 2007 

Treasury bills and other eligible bills 

Government bonds 

Corporate debt securities 

Private equities and venture capital 

Equity securities 

Other investments 

Total Investments 

Historical/ 

amortised 

cost 

46 

2,948 

67 

35 

3,096 

Gross 

unrealised 

gains 

12 

102 

114 

Gross 

unrealised 

losses 

( 1 ) 

( 1 ) 

Impairments 

( 2 ) 

( 6 ) 

( 8 ) 

Fair 

values 

46 

2,948 

76 

131 

3,201 

31 December 2006 

Treasury bills and other eligible bills 

Government bonds 

Corporate debt securities 

Private equities and venture capital 

Equity securities 

Other investments 

Total Investments 

4 

1,885 

1,606 

67 

5 

77 

3,644 

44 

1 

7 

7 

96 

155 

(1) 

( 1 ) 

(3) 

(3) 

4 

1,929 

1,607 

70 

12 

173 

3,795 

31 December 2005 

Treasury bills and other eligible bills 

Government bonds 

Corporate debt securities 

Structured credit intruments 

Private equities and venture capital 

Equity securities 

Other investments 

Total Investments 

2,039 

4,180 

2 

59 

5 

183 

6,468 

123 

4 

15 

6 

135 

283 

( 1 ) 

( 2 ) 

( 1 ) 

( 4 ) 

( 8 ) 

( 1 ) 

(1 ) 

( 2 ) 

2,161 

4,182 

2 

72 

7 

317 

6,741 





Government bonds detailed by country of origin 
The government bonds detailed by country of origin are as follows as at 31 December: 

Historical/ 

amortised 

cost 

31 December 2007 

Dutch national govemment 

Total 

46 

46 

Gross 

Unrealised 

gains (losses) Impairments 

Fair 

values 

46 

46 

31 December 2006 

Belgian national government 

Dutch national government 

Italian national government 

Other national governments 

Total 

31 December 2005 

Belgian national government 

Dutch national government 

Italian national government 

Spanish national government 

Other national governments 

Total 

355 

1,388 

143 

( 1 ) 

1,885 

354 

1,408 

144 

77 

56 

2,039 

6 

37 

1 

44 

20 

92 

3 

7 

122 

(5) 

361 

1,425 

143 

1,929 

379 

1,500 

147 

84 

51 

2,161 

Net unrealised gains and losses on Available for sale investments included in equity 

31 December 

Available for sale investments in equity securities and other investments: 

Carrying amount 

Gross unrealised gains and losses 

- Related tax 

Net unrealised gains and losses 

Available for sale investments in debt securities: 

Carrying amount 

Gross unrealised gains and losses 

- Related tax 

Net unrealised gains and losses 

2007 

206 

114 

(25 ) 

89 

2,994 

2006 

255 

109 

(24) 

85 

3,540 

45 

(11) 

34 
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Available for sale investments in equity securities include private equities, venture capital and all other investments, excluding 

debt securities. 

Balance as at 1 January 

Increase in impairments 

Release of impairments 

Reversal on sale/disposal 

Balance as at 31 December 

2007 

2 

7 

( 1 ) 

8 

2006 

2 

2 

( 2 ) 

2 

2005 

8 

( 1 ) 

( 5 ) 

2 

17.3 Investments held at fair value through profit or loss 
The following table provides information as at 31 December about the Investments that are held at fair value and for which 

unrealised gains or losses are recorded through profit or loss. 

2007 2006 2005 

31 December 

Private equities and venture capital 

Investments held at fair value through profit or loss 

123 

123 

179 

179 

153 

153 

In the Merchant Banking segment, some investments made by private equity entities of Fortis Bank Nederland are measured at 

fair value through profit or loss, reflecting the business of investing in financial assets to profit from their total return in the form of 

interest or dividend and changes in fair value. Some other investments with embedded derivatives are also designated at fair 

value through profit or loss, reducing a potential accounting mismatch. 

17.4 Investments in associates and joint ventures 
The following table provides an overview of the most significant Investments in associates and joint ventures as at 31 December. 

2007 2006 2005 

Carrying 

amount 

Joint ventures 

SR Hypotheken 

Associates 

RFS Holdings B.V. 

BAFB 

Debra International Finance Coöperatieve UA 

NIB Capital Foreign Debt fund V 

PARTSHIP HOLDING B.V. 

Caipora International Finance 

Stellar Martime 

Textainer 

CF- Leasing 

RFH Ltd 

Other 

Total Investments 

47 

24,201 

990 

210 

150 

24 

107 

4 

25,733 

Carrying 

amount 

43 

Carrying 

amount 

40 

210 

527 

107 

17 

2 

906 

210 

347 

107 

20 

54 

25 

14 

4 

820 

RFS Holdings B,V. is the acquirer of ABN-AMRO shares in which Fortis Bank Nederland has a participation of 33,8% (see note 18). 
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Fortis Bank Nederland's interests in its principal associates for the year ended 31 December are as follows: 

2007 

BAFB 

Caipora International Finance Coöperatieve UA 

Debra International Finance Coöperatieve UA 

NIB Capital Foreign Debt fund V 

2006 

Caipora International Finance Coöperatieve UA 

Debra International Finance Coöperatieve UA 

NIB Capital Foreign Debt fund V 

2005 

Caipora International Finance Coöperatieve UA 

Debra Inlernational Finance Coöperatieve UA 

NIB Capital Foreign Debt fund V 

Total 

Assets 

1008 

429 

838 

200 

429 

838 

702 

429 

838 

462 

Total 

income 

21 

35 

64 

21 

17 

37 

15 

15 

43 

20 

For information on RFS Holdings B.V. we refer to note 18. 
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18. Acauisition of ABN-AMRO 

On 17 October 2007, Fortis acquired together with Royal Bank of Scotland (RBS) and Santander (together the Banks) ABN 

AMRO, The acquisition took place through a public offer for 100% of the issued and outstanding share capital of ABN AMRO. 

On 10 October 2007, the Banks declared the Offer unconditional because as of the expiration of the Offer Period, 1,590,339,614 

ABN AMRO ordinary shares, representing approximately 86% of ABN AMRO's share capital, had been tendered in the Offer, In 

accordance with normal practice in the Netherlands, a subsequent offering period was provided for the holders of ABN AMRO 

ordinary shares who had not yet accepted the Offer, On 2 November 2007, following the expiration of the subsequent offering 

period, the Banks announced that a total of 1,826,332,482 ABN AMRO ordinary shares were tendered to the Offer, representing 

98.8% of ABN AMRO ordinary shares. 

The acquisition was the conclusion of a bid process that started in March 2007 and that was legally accomplished through RFS 

Holdings B.V, an entity jointly owned by the Banks and that was set up specifically for this purpose. 

Fortis Bank Nederland, RBS and Santander have shareholdings in RFS Holdings that are equal to their proportionate funding 

commitments. The capital and income rights of the classes of shares that were issued to Fortis Bank Nederland, RBS and 

Santander, are respectively linked to the net assets and income of the business units which the relevant shareholder is acquiring 

in line with the Consortium and Shareholders' Agreement (principle of 'tracking shares'). The class of shares, which has been 

issued to Fortis Bank Nederiand, RBS and Santander in proportion to their funding commitments, reflects their pro rata interests 

in the businesses, assets and liabilities that are not being acquired by any of them individually (Shared assets). 

The total consideration paid by the Banks to ABN AMRO shareholders was EUR 71.1 billion. Of this total, Fortis Bank Nederland 
contributed 33.8% or EUR 24 billion. 

18.1 Business units acquired 
Fortis Bank Nederland acquired the following business units of ABN AMRO (the acquired ABN AMRO businesses): 

• the ABN AMRO Business Unit Netherlands (excluding former Dutch wholesale clients. Interbank and DMC Consumer 

Finance); 

• the ABN AMRO Private Clients Business Unit (excluding Latin America); 

• the ABN AMRO Asset Management Business Unit; 

• a part of the shared assets, equal to Fortis Bank Nederland's share in the entire acquisition of ABN AMRO; and 

• the ABN AMRO brand name. 

The activities of the business units can be described as follows: 

Business Unit Netherlands (excluding former Dutch wholesale clients, Interbank and D M C Consumer Finance) 

The ABN AMRO Business Unit Netherlands serves consumer and commercial banking clients in The Netherlands. This Business 

Unit has a staff of approximately 21,000 people operating through a network of 561 bankshops, 65 advisory branches, three 

dedicated mid-market corporate client units, two large corporate client wholesale centers and four integrated call centres. 

Business Unit Netherlands also operates approximately 1,600 ATMs and internet and mobile channels and is active in the 

intermediary market. 
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Business Unit Private Clients 
The Business Unit Private Clients provides private banking services to wealthy individuals and institutions with EUR 1 million or 
more in net assets to invest. In 2006, it employed a staff of approximately 3,300 people, operating through 103 offices in 23 
countries. 

Business Unit Asset Management 
The Business Unit Asset Management provides asset management services directly to institutional clients (such as central banks, 
pension funds, insurance companies and leading charities) and to private investors through ABN AMRO's consumer and private 
banking arms and through third-party distributors such as insurance companies and other banks. It employs approximately 1,500 
staff and operates in 26 countries worldwide. 

Fortis Bank Nederland received approval from the European Commission for the acquisition of ABN AMRO. As part of the 
approval, the Commission has imposed some conditions on Fortis Bank Nederland to address certain competition concerns in 
the Commercial Banking segment in the Netherlands. The "remedies" requested by the Commission consist of a post-acquisition 
divestment package relating to specified parts of the Business Unit Netherlands of ABN AMRO. A key element is the proposed 
sale of Hollandsche Bank Unie N.V. (an independent and separately licensed commercial bank), 13 advisory branches and two 
Corporate Client Departments and the sale of the Dutch factoring company IFN Finance B.V. 

The scope of these divestments represents around 10% in term of assets, income and initially projected revenue and cost 
synergies of the part of Business Unit Netherlands acquired by Fortis Bank Nederland. 

18.2 Integration process and next steps 
In November 2007 Jean-Paul Votron, CEO of Fortis, Sir Fred Goodwin (CEO of RBS) and Juan Iniciarte (General Manager of 
Santander) joined the Supervisory Board of ABN AMRO. In addition, a revised Managing Board was set up within ABN AMRO. 
The Managing Board is headed by Mark Fisher from RBS with Fortis Executive Committee former member Karel de Boeck as 
Vice-president (Karel de Boeck stepped down as Executive Committee member after his appointment to the ABN AMRO 
Managing Board). 

A transition process has been developed with detailed plans for the separation of businesses in order to minimise the uncertainty 
for staff and other stakeholders. In each function and Business Unit, the Managing Board has created a Transition Steering Group 
('TSG'), Every TSG comprises the relevant functional experts/managers seconded to ABN AMRO Group from the appropriate 
Consortium members for the period of the transition and the relevant ABN AMRO Group functional executive/business manager. 

Each TSG is responsible for planning the orderly separation of businesses in line with the guiding principles agreed by the Banks 
according to the Consortium and Shareholders' Agreement. 

All the TSG's report to a Transition Management Committee which is a sub committee of the Managing Board. It is responsible 
for reviewing and coordinating the individual plans in order to create an integrated plan for the whole transition including 
appropriate risk management and control mechanisms. 

The Banks intend to continue the close and continuous dialogue which has already been established with the Dutch central bank 
(DNB). In particular, relevant approvals will be obtained from DNB for each separation before implementation, Fortis Bank 
Nederlan already welcomed the permission from DNB concerning the proposed demerger of ABN AMRO Asset Management 
from ABN AMRO Bank. This demerger is expected to be completed at the end of the first quarter 2008. 
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18.3 Accounting aspects 
In accordance with IAS 28 Investments in Associates, the shareholding of Fortis Bank Nederland in RFS Holdings is considered 

as an investment in an associate, representing an entity over which Fortis Bank Nederland has significant influence. RFS 

Holdings is consolidated as a subsidiary by RBS because of its control over RFS holdings. The minority interests owned by Fortis 

Bank Nederland is accounted for using the equity method. Under the equity method, the investment in RFS Holdings is initially 

recognised at cost and the carrying amount is increased or decreased to recognise Fortis Bank Nederland's share in the profit or 

loss and net assets of RFS Holdings after the date of acquisition. 

On 10 October 2007, the Banks declared the Offer unconditional and effective settlement of the Offer took place on 17 October 

2007, This date is identified, pursuant to IFRS 3 Business combinations, as the date of acquisition of control by RFS Holdings on 

ABN AMRO (with legal, accounting and tax effects) and thus as the date on which the balance sheet figures of ABN AMRO are 

recognised in the accounts of RFS Holdings, 

According to IFRS 3, the acquired ABN AMRO businesses are accounted for using the purchase accounting method. 

This process includes the identification and the fair value calculation of the assets and liabilities acquired by Fortis Bank 

Nederland and the recognition and valuation of Intangible assets. This process is executed in different stages. The stages 

include: 

- review of the accounting policies as applied by ABN AMRO and recognition of differencea with the accounting policies of 

Fortis Bank Nederland; 

- preparation of the fair value accounting of the on-balance and off-balance sheet items of ABN AMRO at the date of 

acquisition; 

- recognition of intangible assets and their value and consequently the calculation of the goodwill paid; 

- accounting of the result of the business units of ABN AMRO acquired by Fortis Bank Nederland for the period 17 October 

- 3 1 December 2007. 

The review of the accounting policies, the preparation of the fair value of the balance sheet items, the recognition and 

measurement of the intangible assets and the calculation of the goodwill, as described below, are currently taking place and are 

planned to be finalised by the end of June 2008. Figures disclosed in relation to the recognition and valuation of ABN AMRO 

related assets and liabilities are therefore provisional. 
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The provisional identifiable assets and liabilities of the acquired ABN AMRO businesses and the part of Fortis Bank Nederland in 
the shared assets, as well as the goodwill relating to the acquisition, can be presented as follows: 

17 October 2007 

Due from customers 

Investments 

Property, plant and equipment 

Intangible assets 

Deferred tax assets 

Other assets 
Total identifiable assets 

Due to customers 

Deferred tax liabilities 

Other liabilities 

Total identifiable liabilities 

Total net assets 

Minority interest 
Total net assets attributable to shareholders 

Purchase price 

Net assets 

Goodwill 

139,202 

3,856 

1,721 

3,075 

652 

14,440 

162,946 

125,187 

138 

32,923 

158,248 

4,698 

99 

4,599 

24,046 

(4,599) 

19,447 

There were no major measurement differences between the accounting principles applied by ABN AMRO and the accounting 
principles applied by Fortis Bank Nederland and as such not resulting in significant adjustments to the carrying value of assets 
and liabilities. 

Adjustments following to the application of fair value accounting on the on-balance and off-balance items of the acquired ABN 
AMRO businesses were mainly related to the mortgage portfolio, funding positions related to the asset and liability management 
(ALM), the property portfolio and the investments in associates. 

Intangible assets include an amount of EUR 195 million relating to intangible assets previously accounted for by ABN AMRO. 
Additionally, an amount of EUR 2,880 million has been recognised in relation to the application of IFRS 3 Business combinations. 

At this moment, Fortis Bank Nederland has initially recognised the following intangible assets according to IFRS 3: core deposits, 
core overdrafts, client relations and the brand name. 

The value of a core deposit intangible asset arises from the deposit base of the acquired business being a source of funding at 
lower cost than wholesale or money market funding. The spread between the cost of deposit funding - i.e. the interest paid to 
customers - and the cost of wholesale funding represents the most significant component of the value of the core deposit 
intangible. 

The value of a core overdraft intangible asset arises primarily from the future interest income that will be received on revolving 
loans throughout the length of a relationship with current account customers. 
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The value of the customer relationship intangible asset arises from future non-interest (i.e. fee & commission) income. These 

future benefits are not encompassed in the fair value of loans and receivable balances and are therefore recognised as a separate 

intangible asset. 

As part of the transaction, Fortis Bank Nederland also took ownership of the ABN AMRO brand and has valued it as an intangible 

asset. 

The provisional purchase accounting applied on the assets and liabilities of the acquired ABN AMRO businesses and the part of 

Fortis Bank Nederland in the shared assets, currently results in a goodwill of EUR 19,4 billion (EUR 24 billion acquisition price and 

EUR 4.6 billion net assets) 

The net intangible assets to be deducted in the local regulatory solvency calculation, assuming full consolidation of the acquired 

ABN AMRO businesses, are currently valued at EUR 2.9 billion, subject to final determination. 

Int the Consortium and Shareholders' Agreement (CSA), the partners guaranteed each other a minimum core equity to risk 

weighted assets of at least 4,95% for the businesses acquired by the individual partners as of 31 December 2006. Based on the 

provisional figures and according to the CSA, Fortis Bank Nederland is entitled to capital support of the Consortium partners. The 

capital support can be structured in the form of an exchange of capital relief transactions or a subscription to core equity by the 

home regulators. The capital support to Fortis Bank Nederland, together with the anticipated impact of the EU remedies, will lead 

to a transfer of around EUR 3 billion. 

The acquired ABN AMRO businesses contributed EUR 179 million to the net profit attributable to Fortis Bank Nederland 2007. 

The share of Fortis Bank Nederland in the net assets of acquired ABN AMRO businesses as at 31 December 2007 was EUR 

4,755 million. The income statement for the period 17 October to 31 December 2007 (76 days) for the acquired ABN AMRO 

businesses and the shared assets part of Fortis Bank Nederland is as follows: 

17 October - 31 December 2007 

Net interest income 

Net commissions and fees 

Realised and unrealised gains and losses 

Other income 

Total income 

Change in impairments 

Net revenues 

Staff expenses 

Depreciation and amortisation 

Other expenses 

Total expenses 

Profit before taxation 

Income tax expenses 

Net profit for the period 

Net profit attributable to minority interests 

Net profit attr ibutable to shareholders 

727 

472 

37 

159 

1,395 

(61) 

1,334 

(410) 

(184) 

(496) 

(1 ,090) 

244 

( 56 ) 

188 

9 

179 
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The following table provides further information on the total assets and liabilities of the acquired ABM AMRO businesses and the 
shared assets part of Fortis Bank Nederland at year end 2007: 

Total assets 

Total liabilities 

Total net assets 

Minority interests 

Total net assets attributable to shareholders 

31 December 2007 

164,118 

159,263 

4,855 

100 

4,755 

The net assets evolution between the opening balance (17 October 2007) and the situation as at 31 December 2007 is explained 
by the following elements: 

Net assets arising on the opening balance 

Result of the year (76 days-period) 

Unrealised gains and losses (net) 

Currency translation differences 

Other changes in equity 

Net assets as at 31 December 2007 

4,599 

179 

(23) 

(11) 
11 

4,755 
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19. Other receivables 

The table below shows the components of other receivables as at 31 December. 

31 December 

Fees and commissions receivable 

Factoring receivables 

Receivables related to security transactions with banks 

Receivables related to security transactions with customers 

Other 

Total 

Impairments 

Total Other receivables 

2007 2006 2005 

31 

1,959 

30 

1,256 

164 

3,440 

(5 ) 

3,435 

37 

1,676 

210 

784 

228 

2,935 

(15) 

2,920 

51 

1,504 

1,040 

71 

2,666 

(25) 

2,641 

Other receivables include receivables related to VAT and other indirect taxes as well as transitory balances related to clearing 

activities. 





Fortis Bank Nederland (Holdinq) N.V. Financial Statements 2007 I 119 

20. Property and equipment 

The table below shows the carrying amount for each category of Property and equipment as at 31 December. 

2007 

31 December 

Land and buildings held for own use 129 

Leasehold improvements 146 

Equipment 93 

Buildings under construction 

Total Property and equipment 368 

2006 

134 

138 

99 

14 

385 

2005 

140 

93 

86 

319 

C h a n g e s in Proper ty and e q u i p m e n t 

Changes in Property and equipment for the years 2006 and 2007 are shown below. 

2007 

Acquisition cost as at 1 January 

Acquisitions/divestments of subsidiaries 

Additions 
Reversal of cost due to disposals 

Foreign exchange differences 
Other 

Acquisition cost as at 31 December 

Accumulated depreciation as at 1 January 

Acquisitions/divestments of subsidiaries 

Depreciation expense 

Reversal of depreciation due to disposals 

Foreign exchange differences 

Other 

Accumulated depreciation as at 31 December 

Impairments as at 1 January 

Reversal of impairments due to disposals 

Impairments as at 31 December 

Property and equipment as at 31 December 

Land and 
Buildings 

held for 
own use 

179 

31 

( 39 ) 

( 3 ) 

168 

( 4 2 ) 

( 4 ) 

10 

( 3 5 ) 

( 4 ) 

( 4 ) 

129 

Leasehold 
improve

ments 

249 

( 1 ) 

29 

( 9 ) 

( 1 ) 

267 

(110) 

1 

(17) 

5 

1 

(121) 

(D 
1 

146 

Equipment 

379 

( 2 ) 

37 

( 43 ) 

( 3 ) 

1 

369 

( 2 8 0 ) 

2 

( 34 ) 

33 

3 

2 

(276 ) 

93 

Buildings 
under 

construction 

14 

(14) 

Total 

821 

( 3 ) 

97 

(91 ) 

( 7 ) 

(13) 

804 

(432 ) 

3 

(55 ) 

48 

4 

2 

( 432 ) 

( 4 ) 

1 

( 4 ) 

368 





Land and 
Buildings Leasehold Buildings 

held for improve- under 
own use ments Equipment construction 

2006 

Total 

Acquisition cost as at 1 January 

Acquisitions/divestments of subsidiaries 

Additions 

Reversal of cost due to disposals 

Foreign exchange differences 

Other 

Acquisition cost as at 31 December 

Accumulated depreciation as at 1 January 

Acquisitions/divestments of subsidiaries 

Depreciation expense 

Reversal of depreciation due to disposals 

Foreign exchange differences 

Other 

Accumulated depreciation as at 31 December 

Impairments as at 1 January 

Increase in impairments charged to the income statement 

Other 

Impairments as at 31 December 

Property and equipment as at 31 December 

179 169 330 

14 

179 

(38) 

(4) 

(42) 

(2) 

(2) 

(4) 

134 

84 

(2) 

(2) 
249 

(76) 

(18) 

1 

(17) 
(110) 

(1) 

(1) 

138 

51 

(9) 
(2) 

9 

379 

(244) 

(35) 

8 
1 

(10) 
(280) 

99 

14 

14 

678 

14 

135 

(11) 

(2) 

7 

821 

(358) 

(57) 

9 

1 

(27) 

(432) 

(2) 

(3) 
1 

(4) 

385 

Amounts in Other in Land and Buildings and Buildings under construction relate primarily to transfers to and from buildings held 

for sale. 

Fair va lue of Land and bu i l d ings he ld fo r o w n use 

The fair value of Land and buildings is set out below. 

31 December 

Total fair value of Land and buildings held for own use 

Total carrying amount 

Gross unrealised gain/loss 

Taxation 

Net unrealised gain/loss (not recognised in equity) 

2007 2006 

227 

129 

98 

(25) 

73 

224 

134 

90 

(24) 

66 

The depreciation of buildings is calculated using the straight-line method to write down the cost of such assets to their residual 

values over their estimated useful lives. The real estate is split into the following components: structure, closing, techniques and 

equipment, heavy finishing and light finishing. 
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The maximum useful live of the components is as follows: 

Structure 

Closing 

Techniques and equipment 

Heavy finishing 

Light finishing 

50 years for offices and retail; 70 years for residential 

30 years for offices and retail; 40 years for residential 

20 years for offices; 25 years for retail and 40 years for residential 

20 years for offices; 25 years for retail and 40 years for residential 

10 years for offices, retail and residential 

Land has an unlimited useful life and is therefore not depreciated. IT, office and equipment are depreciated over their respective 

useful lives, which have been determined individually. As a general rule, residual values are considered to be zero. 
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21. Goodwill and other intangible assets 

Goodwill and other intangible assets as at 31 December are as follows: 

31 December 

Goodwill 

Purchased software 

Intemally developed software 

Other intangible assets 

Total Goodwill and other intangible assets 

2007 2006 2005 

193 

10 

21 

224 

213 

6 

8 

1 

228 

109 

13 

17 

139 

Intangible assets are amortised in accordance with the expected lives of the assets. Under IFRS, goodwill is tested for 

impairment at least annually by comparing the recoverable amount to the carrying value. 

Other intangible assets include intangible assets with definite useful lives, such as concessions, patents, licences, trademarks 

and other similar rights. In general, software is amortised over a maximum of five years and other intangible assets have an 

expected useful life of 10 years at most. 

Internally developed software concerns mainly large-scale administrative and organisational investment projects that introduce or 

replace an important business platform or model. These internal projects are in their development phase and are capitalised 

according to IAS 38 Intangible assets. 

With the exception of goodwill, Fortis Bank Nederland does not have intangible assets with indefinite useful lives. 

C h a n g e s in Goodw i l l and o the r in tang ib le assets 

Changes in Goodwill and other intangible assets for the years 2007 and 2006 are shown below. 

2007 

Acquisition cost as at 1 January 

Acquisitions/divestments of subsidiaries 

Additions 

Adjustments arising from subsequent 

changes in value of assets and liabilities 

Reversal of cost due to disposals 

Foreign exchange differences 

Other 

Acquisition cost as at 31 December 

Accumulated amortisation as at 1 January 

Acquisitions/divestments of subsidiaries 

Amortisation expense 

Reversal of amortisation due to disposals 

Foreign exchange differences 

Other 

Accumulated amortisation as at 31 December 

Goodwill and other intangible assets as at 31 December 

Goodwill 

213 

( 7 ) 

(17 ) 

( 3 ) 

7 

193 

193 

Purchased 
software 

61 

(1 ) 

8 

( 14 ) 

( 4 ) 

50 

( 5 4 ) 

1 

( 4 ) 

14 

3 

( 4 0 ) 

10 

Internally 
developed 

software 

8 

13 

21 

21 

Total 

282 

( 8 ) 

21 

(31 ) 

( 3 ) 

3 

264 

( 5 4 ) 

1 

( 4 ) 

14 

3 

( 4 0 ) 

224 
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2006 

Acquisition cost as at 1 January 

Acquisitions/divestments of subsidiaries 

Additions 

Reversal of cost due to disposals 

Foreign exchange differences 

Other 

Acquisition cost as at 31 December 

jwill 

109 

7 

83 

(1) 
15 

213 

Software 
and other 

intangible assets 

78 

12 

(2) 

(19) 

69 

Total 

187 

7 

95 

( 2 ) 

(1 ) 

( 4 ) 

282 

Accumulated amortisation as at 1 January 

Acquisitions/divestments of subsidiaries 

Amortisation expense 

Reversal of amortisation due to disposals 

Foreign exchange differences 

Other 

Accumulated amortisation as at 31 December 

Goodwill and other intangible assets 213 

( 4 9 ) 

( 6 ) 

2 

( 1 ) 

( 5 4 ) 

15 

( 4 9 ) 

( 6 ) 

2 

( 1 ) 

( 5 4 ) 

228 

Other mainly relates to a transfer of other intangible assets to goodwill. 

Additions of goodwill in 2006 relates to the valuation per 31 December 2006 of the subsequent purchase price of Fortis Bank 

Channel Islands, 

Additions of software and other intangible assets during the year relate to internally developed software. 

Impairment on goodwill 
Impairment testing on goodwill is performed annually at the end of the year by comparing the recoverable amount of cash-

generating units (CGU) to their carrying amount. The recoverable amount is determined by the highest of the value in use or fair 

value less costs to sell. The type of acquired entity determines the definition of the type of CGU. Currently all CGUs have been 

defined at (legal) entity level. 

The recoverable amount of a CGU is assessed through a discounted cash-flow model of the anticipated future cash-flows of the 

CGU. The key assumptions used in the cash-flow model depend on input reflecting various financial and economic variables, 

including the risk-free rate in a given country and a premium to reflect the inherent risk of the entity being evaluated. These 

variables are determined on the basis of management's judgement. If the entity is listed on a stock market, also this market price 

is considered as an element in the evaluation. 

There were no impairments on goodwill in 2007 and 2006. 
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1 mmmmmmmm^mm 
The breakdown of goodwill and impairments for the main cash-generating units as at 31 December 2007 is as follows: 

Cash-generating unit (CGU) 

Fortis Bank Cl Limited 

Fortis Intertrust 

Fortis Commercial Finance 

Fortis Prime Fund Solutions 

Fortis Factoring 

Atradius Factoring 

MeesPierson Private & Trust Holding 

Fortis Intertrust Management Service 

Other 

Total 

Goodwill 

amount 

62 

62 

23 

6 

7 

22 

4 

6 

1 

193 

Segment 

Merchant & Private Banking 

Merchant & Private Banking 

Merchant & Private Banking 

Merchant & Private Banking 

Merchant & Private Banking 

Merchant & Private Banking 

Merchant & Private Banking 

Merchant & Private Banking 

Method used for 

recoverable amount 

Value in use 

Value in use 

Value in use 

Value in use 

Value in use 

Value in use 

Value in use 

Value in use 

and market price 

Value in use 
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22, Accrued interest and other assets 

The table below shows the components of Accrued interest and other assets as at 31 December. 

2007 2006 2005 

31 December 

Deferred acquisition cost 

Deferred other charges 

Accrued interest income 

Accrued other income 

Derivatives held for hedging purposes 

Buildings held for sale 

Defined benefit assets 

Deterred tax assets 

Current income tax receivable 

Other 

Total 

Impairments 

Total Accrued interest and other assets 

2,094 

1,691 

729 

3 

158 

219 

2,155 

7,057 

( 2 ) 

7,055 

2,881 

198 

146 

1,498 

4,723 

4,723 

2,069 

436 

50 

949 

3,504 

3,504 

Derivatives held for hedging purposes contains the positive fair value of all derivatives qualifying as hedging instruments in fair 

value and in cash flow hedges. The hedging strategies are further explained in note 5. 

All purchases and sales of financial assets requiring delivery within the time frame established by regulation or market convention 

are recognised on the trade date, i.e. the date when Fortis Bank Nederland becomes a party to the contractual provisions of the 

instrument. Other contains balancing temporary amounts between trade date and settlement date. 

For more details on pension plans and related pension assets, see note 7. 





ortis Bank Nederland (Holdinq) N.V. Financial Statements 2007 

23. Due to banks 

The table below shows the components of Due to banks. 

2007 2006 2005 

31 December 

Deposits from banks: 

Demand deposits 

Time deposits 

Other deposits 

Total deposits 

Repurchase agreements 

Securities lending transactions 

Other 

Due to banks 

10,093 

35,984 

12 

46,089 

243 

24,768 

211 

71,311 

12.407 

37,649 

18 

50,074 

19,921 

149 

70,144 

13,778 

32,700 

46 

46,524 

11,837 

239 

58,600 

The average balance of Due to banks amounted to EUR 82,823 million (2006: EUR 64,875 million; 

2005: EUR 71,752 million). The average yield was 4.2 % in 2007 (2006: 6.6%; 2005: 5.6%). 

Non-interest bearing deposits from banks were EUR 2 million in 2007 (2006: EUR 0 million; 

2005: EUR 8 million). 

Contractual terms of deposit held by banks 
Deposits held by banks by year of contractual maturity as at 31 December are as follows: 

2007 2006 2005 

44,785 

1,029 

2 

211 

62 

46,089 

48,382 

1,348 

26 

2 

316 

50,074 

44,198 

210 

1,807 

1 

1 

307 

46,524 
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24. Due to customers 

The components of Due to customers are as follows: 

2007 2006 2005 

31 December 

Demand deposits 

Saving deposits 

Time deposits 

Other deposits 

Total deposits 

Repurchase agreements 

Securities lending transactions 

Other borrowings 

Total due to customers 

31,759 

8,232 

18,674 

48 

58,713 

4,181 

7,096 

69,990 

30,323 

8,688 

14,339 

5 

53,355 

3,666 

6,835 

63,856 

31,008 

10,488 

9,466 

101 

51,063 

521 

34 

51,618 

The average balance of Due to customers amounted to EUR 68,267 million in 2007 (2006: EUR 59,561 million; 2005: EUR 

49,582 million). The average yield was 5.0 % in 2007 (2006: 3.8%; 2005: 3.1 %). 

Matu r i t y da tes of c u s t o m e r d e p o s i t s 

The maturity dates of customer deposits as at 31 December are shown below. 

2007 2006 2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

Later 

Total customer deposits 

56,454 

240 

236 

156 

83 

1,544 

58,713 

51,200 

132 

169 

104 

81 

1,669 

53,355 

48,601 

472 

234 

305 

369 

1,082 

51,063 
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25- Debt certificates 

The following table shows the types of Debt certificates issued by Fortis Bank Nederiand and the amounts outstanding as at 31 

December. 

2007 2006 2005 

31 December 

Savings certificates 102 103 207 

Commercial paper 32,694 24,573 18,217 

Other 668 838 

Total at amortised cost 32,796 25,344 19,262 

Held at fair value through profit or loss 

Total debt certificates 32,796 25,344 19,262 

Compared to the Annual Financial Statement 2005 EUR 107 million regarding Non-voting preference shares in 2005 are restated 

as subordinated liabilities. 

The average balance of Debt certificates amounted to EUR 27,074 million in 2007 (2006: EUR 21,529 million; 2005: EUR 18,762 

million). The average yield was 5.0% in 2007 (2006: 3.4%; 2005: 3.2%). 

The contractual maturity of the balance outstanding as at 31 December of Debt certificates valued at amortised cost, is shown 

below. 

2007 2006 2005 

31 December 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

Later 

Total debt certificates 

2,910 

7,678 

2,677 

5,225 

11,414 

2,892 

32,796 

4,454 

3,204 

6,674 

2,476 

4,042 

4,494 

25,344 

1,349 

3,371 

3,261 

5,359 

232 

5,690 

19,262 
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26. Subordinated iab ities 

The following table provides a specification of the Subordinated liabilities as at 31 December. 

2007 2006 2005 

31 December 

Liability component ot subordinated convertible securities 

Other hybrid and Tier 1 liabilities 

Other subordinated liabilities 

Total subordinated liabilities 

2,106 

548 

8,998 

11,652 

557 

1,845 

2,402 

552 

1,649 

2,201 

Compared to the Annual Financial Statement 2005 EUR 107 million regarding Non-voting preference shares in 2005 are restated 

from Debt certificates to Tier-1 loans. 

The average balance for Subordinated liabilities was EUR 4,367 million in 2007 (2006: EUR 2,150 million; 

2005: EUR 1,933 million). The average yield was 4.5% in 2007 (2006: 4.6%; 2005: 5.0%). 

26.1 Subordinated convertible securities: MCS 
On 7 December 2007, Fortis Bank Nederland (Holding), Fortis Bank nv-sa, Fortis SA/NV and Fortis N.V. issued Mandatory 

Convertible Securities ('MCS') with a nominal amount of EUR 2 billion and a denomination of EUR 250,000 each. Coupons on 

the securities are payable semi-annually, in arrears, at a rate of 8.75% annually. 

For regulatory purposes, the MCS is treated as part of Tier 1 capital. The MCS constitutes unsecured and subordinated 

obligations of each of Fortis Bank Nederland (Holding), Fortis Bank nv-sa, Fortis SA/NV and Fortis N,V. 

The MCS is subordinated to all other loans, subordinated loans and preference shares, but ranks senior to ordinary shares. 

The MCS will be mandatorily converted on 7 December 2010 into such a number of Fortis shares as is equal to the maturity 

conversion property per MCS (conversion property per MCS means, in respect of any dealing day, a number of Fortis shares 

determined by dividing the principal amount of a MCS by the minimum conversion price in effect on such dealing day, rounded 

down, if necessary to the nearest whole number of Fortis shares). 

Prior to the maturity date the Issuers may elect to convert all, but not some only, of the MCS (a) at any time up until the 46th 

dealing day prior to the maturity date into such number of Fortis Shares as is equal to the maximum proportion of the conversion 

property per MCS on the relevant conversion date, and (b) at any time in the event of certain changes affecting taxes of The 

Netherlands or Belgium into such number of Fortis shares as is equal to the tax event conversion property per MCS. 

At any time during the holders' voluntary conversion period. Holders of MCS may elect to convert MCS into such number of 

Fortis shares as is equal to the minimum proportion of the conversion property per MCS on the relevant conversion date. In 

addition. Holders of MCS may elect to convert MCS at any time during the free float event period into such number of Fortis 

shares as is equal to the free float event conversion property per MCS on the relevant conversion date. 

A conversion of the debt instrument into Fortis shares will be followed by a recapitalisation of Fortis Bank Nederland (Holding). 
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The MCS is recorded in the balance sheet as at 31 December as follows: 

Equity component 

Liability component 

Balance at 1 January 

Issued 

Interest expense 

Interest paid 

Balance at 31 December 

2007 

26.2 Other hybrid and Tier 1 liabilities 
Other hybrid and Tier 1 liabilities consist of: 

• Non-cumulative non-voting perpetual preference shares in the amount of EUR 450 million. 

• Non-voting preference shares of EUR 98 million (in Annual Financial Statement 2005 reported as Debt Certificates) 

Non-cumulative non-voting perpetual preference shares 
In June 1999 Fortis Bank Nederland issued non cumulative non voting perpetual preference shares. The regulator considers 

these preference shares as part of the Tier 1 capital of the bank. The issue was initially composed of two tranches: 

• a tranche of EUR 450 million with a fixed coupon of 6.25% for the first ten years, and a variable coupon of 3 month Euribor + 

2,60% in subsequent years. After 10 years and once a year in subsequent years Fortis Bank Nederland has the opportunity to 

redeem the instrument for cash on a distribution date. 

• a tranche of EUR 200 million with a fixed coupon of 7.00% for the entire duration. Fortis Bank Nederland redeemed this 

tranche in early 2004. 

The preference shares have the benefit of a Support Agreement, pursuant to which Fortis Bank, Fortis Bank Nederland (Holding) 

N.V, Fortis N.V. and Fortis SA/NV (the 'Supporting Companies') jointly and severally agree to contribute to Fortis Capital 

Company Limited any additional funds necessary to allow it to pay dividends on the preference shares in the event that any of 

the Supporting Companies pays a dividend on its ordinary or preference shares in the same financial year. 

Under this arrangement, the payment of any dividend by any of the Supporting Companies on its own capital stock would 

automatically trigger a full or proportional dividend entitlement for the investors in the hybrid securities, with full recourse against 

the Supporting Companies. This could theoretically lead to a situation where, even if the Supporting Companies were to have 

sufficient aggregate distributable reserves to pay a dividend on their own capital stock, this payment would trigger a payment 

obligation under the Support Agreement for which their distributable reserves would not be adequate. 

As a condition for its acceptance of the hybrid securities constituting Tier 1 capital of Fortis Bank, the supervisory authorities 

have therefore requested that appropriate measures be put in place to ensure that any payments to be made by Fortis SA/NV or 

Fortis Bank under the Support Agreement as triggered by a dividend payment on their own shares be capped to the level of the 

aggregate distributable reserves of the Supporting Companies. To meet this condition, the Board of Directors has decided that 

Fortis SA/NV will not declare a dividend on its ordinary shares or on its preference shares or other capital instruments (if 

applicable) unless the aggregate of the distributable reserves of the Supporting Companies is sufficient to cover all dividend 

payments relating to their respective ordinary shares, preference shares or other capital instruments, as well as any amounts 

payable in the same financial year pursuant to their obligations under the Support Agreement. 





Non-vo t i ng pe rpe tua l p re fe rence shares of EUR 98 mi l l ion 

Fortis Bank Nederland issued in 1975 (class B-preference shares) and in 1979 (class E-preference shares) for a total amount of 

EUR 107 million. The regulators consider these shares as Tier-1 capital. The preference shares are ultimately owned by Fortis 

Bank. The average coupon of the preference shares is 5.3% (2006: 5.3%; 2005: 5.3%). 

In 2007 EUR 9 million of these preference shares are converted to normal shares. In 2008 the remainder of these preference 

shares will be converted to normal shares. 

26.3 Other subordinated liabilities 
A total of EUR 7.0 billion subordinated liabilities were obtained from Fortis Bank SA to finance the acquisition of ABN-AMRO 

divided in: 

• EUR 3.0 billion Upper Tier 2: a perpetual subordinated liability starting October 16, 2007: 

Euribor + 1.55% for the first 10 years, step up coupon of Smonth Euribor + 2.55% thereafter; 

• EUR 2.0 billion Lower Tier 2: a 10 years subordinated liability starting October 16, 2007: 

Euribor + 0.95% for the first 5 years, step up coupon of Smonth Euribor + 1.45% thereafter; 

• EUR 1.0 billion Lower Tier 2: a 10 years subordinated liability starting October 25, 2007: 

Euribor + 0.90% for the first 5 years, step up coupon of Smonth Euribor + 1.40% thereafter; 

• EUR 1.0 billion Lower Tier 2: a 10 years subordinated liability starting October 30, 2007: 

Euribor + 0.92% for the first 5 years, step up coupon of Smonth Euribor + 1.42% thereafter; 
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27. Other borrowings 

The table below shows the components of Other borrowings as at 31 December. 

2007 2006 2005 

Total other borrowings 1,371 903 4,335 

Other 

Other borrowings, excluding finance lease obligations, are classified by remaining maturity in the table below. 

2007 2006 2005 

Not later than 3 months 

Later than 3 months and not later than 1 year 

Later than 1 year and not later than 5 years 

Later than 5 years 

Total 

886 

149 

82 

254 

1,371 

191 

242 

236 

234 

903 

3,153 

565 

134 

483 

4,335 
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28. Provisions 

The table below shows the breakdown of Provisions as at 31 December. 

31 December 

Credit commitments 

Restructuring 

Other 

Total provisions 

2007 2006 2005 

6 

5 

68 

79 

11 

14 

66 

91 

14 

15 

103 

132 

Provisions for credit commitments are allowances covering credit risk on Fortis Bank Nederland's credit commitments recorded 

off-balance that have been individually or on a portfolio basis identified as impaired. The amount ofthe impairment is the present 

value of the cash flows, which Fortis Bank Nederland expects to be required to settle its commitment. 

Restructuring provisions cover the costs of restructuring plans for which implementation has been formally announced by Fortis 

Bank Nederland's management. Restructuring provisions are related to the integration of recently acquired entities and to the 

further streamlining of the global Fortis organisation and infrastructure. Restructuring provisions include allowances for staff and 

other operating expenses. 

The provisions for early departure programmes are based on the arrangements in the collective labour agreements. The 

provisions are set up when the collective labour agreements are finalised and the cash outflows are in line with the terms of the 

collective labour agreements. The provision for the plan to upgrade the quality of management, announced at the end of 2005, 

had a timescale of one year and the utilisation of this provision mainly explains the decrease in restructuring provisions in 2006, 

Other provisions consist of provisions for tax litigations and legal litigation. 

The tax and legal litigation provisions are based on best estimates available at the year end based on the opinion of legal and tax 

advisors. The timing of the outflow of cash related to these provisions is by nature uncertain given the unpredictability of the 

outcome and the time involved in concluding litigations. 





Changes in Provisions during the year are as follows: 

At 1 January 2006 

Acquisition and divestment of subsidiaries 

Increase of provisions 

Reversal of unused provisions 

Utilised during the year 

Accretion of interest 

Foreign exchange differences 

Other 

At 31 December 2006 

Acquisition and divestment of subsidiaries 

Increase of provisions 

Reversal of unused provisions 

Utilised during the year 

Accretion of interest 

Foreign exchange differences 

Other 

At 31 December 2007 

Credit 

commitments 

Restruc

turing Other Total 

14 15 103 132 

11 

(5) 

( 1 ) 

14 

4 

(3 ) 

(9 ) 

(1) 
5 

38 

( 2 4 ) 

( 5 4 ) 

1 

2 

66 

28 

(8) 

( 2 0 ) 

2 

68 

42 

( 3 1 ) 

( 5 4 ) 

1 

1 

91 

32 

( 1 6 ) 

( 2 9 ) 

1 

79 
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29. Current and deferred tax liabilities 

The table below summarises the tax position as at 31 December: 

2007 2006 

Assets 

Liabilities 

Tax assets are included under Accrued interest and other assets (see note 22). 

The components of deferred tax assets and deferred tax liabilities as at 31 December are shown below. 

Balance sheet 

Deferred tax assets; 

Assets held for trading (trading securities /derivative 

financial instruments /other assets held for trading) 

Liabilities held for trading (short security sales / 

derivative financial instruments /other 

liabilities held for trading) 

Investments (HTM/AFS) 

Investment property 

Property and equipment 

Due from customers 

Impairments on loans 

Debt certificates and subordinated liabilities 

Provisions for pensions and post-retirement benefits 

Other provisions 

Accrued expenses and deferred income 

Unused tax losses 

Other 

Gross deferred tax assets 

Unrecognised deferred tax assets 

Net deferred tax assets 

Deferred tax liabilities related to: 

Assets held for trading (trading securities /derivative 

financial instruments /other assets held for trading) 

Liabilities held for trading (short security sales / 

derivative financial instruments /other 

liabilities held for trading) 

Investments (HTM/AFS) 

Property and equipment 

Due from customers 

Impairments on loans 

Debt certificates and subordinated liabilities 

Other provisions 

Deferred policy acquisition costs 

Deferred expense and accrued income 

Tax exempt realised reserves 

Other 

Total deferred tax liabilities 

Deferred tax income (expense) 

Net deferred tax 

2007 

256 

2006 

73 

(25) 

2005 

73 

33 

2007 

(73) 

MBS) 

( 4 i : 

2006 

;14) 

308 

2005 

Current 

219 

730 

Deferred 

158 

52 

Total 

377 

782 

Current 

146 

518 

Deferred 

198 

47 

Total 

344 

565 

Current 

50 

234 

Deferred 

435 

16 

Total 

485 

250 

Income 

statement 

2005 

(4) 

56) 

1 

17 
26 

28 

238 

17 

78 

13 

362 

76) 

286 

(202) 

1 

17 
20 

29 

236 

16 

1 

25 

131 

347 

(23) 

324 

268 

1 

1 

22 

38 

45 

237 

52 

1 

1 

70 

809 

809 

33 

6 

(1 ) 

1 

55 

(117) 

(96) 

(56) 

(152) 

(470) 

1 

(13) 
(16) 

(2 ) 

24 

94 

(383) 

(23) 

(406) 

(93) 

8 

(2 ) 

(2 ) 

1 

1 

(16) 

(107) 

(107) 

(203) 

36 

7 

60 

7 

75 

1 

(264) 

179 

51 

7 

58 

5 

72 

2 

2 

173 

80 

8 

119 

16 

73 

1 

60 

390 

4 

13 

(2 ) 

264 

111 

15 

(1) 
(54) 

(12) 

1 

(33) 

(98) 

1 

(14) 

40 

(2 ) 

31 

(147) 

(40) 

107 151 419 
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Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against 
current tax liabilities and when the deferred income taxes relate to the same taxation authority. The amounts offset in the balance 
sheet are: 

2007 

Deferred tax asset 

Deferred tax liability 

Net deferred tax 

2006 2005 

158 

51 

107 

198 

47 

151 

435 

16 

419 
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30. Accrued interest and other liabilities 

The composition of Accrued interest and other liabilities as at 31 December is as follows: 

2007 2006 2005 

31 December 

Deferred revenues 

Accrued interest expense 

Accrued other expenses 

Derivatives held for hedging purposes 

Defined benefit liabilities 

Other employee benefit liabilities 

Accounts payable 

Due to agents, policyholders and intermediaries 

VAT and other taxes payable 

Dividends payable 

Due to reinsurers 

Other liabilities 

Accrued interest and other liabilities 

455 

3,160 

1,393 

270 

210 

62 

42 

3,921 

9,513 

464 

2,893 

788 

41 

374 

201 

52 

1 

30 

2,542 

7,386 

393 

2,199 

723 

849 

258 

312 

184 

2 

29 

2,545 

7,493 

Derivatives held for hedging purposes contains the negative fair value of all derivatives qualifying as hedging instruments in fair 
value hedges. The hedging strategies are further explained in note 5. 

Further details on pension liabilities can be found in note 7. Other employee-benefit liabilities relate to, among other things, other 

post-employment benefits (see note 7), social-security charges, termination benefits and accrued-vacation days. 

All purchases and sales of financial assets requiring delivery within the time frame established by regulation or market convention 

are recognised on the trade date, i.e. the date when Fortis Bank Nederland becomes a party to the contractual provisions of the 

instrument. 

The line Other includes EUR 815 million (2006: EUR 0 million; 2005: EUR 0 million) regarding the carrying value of non-derivative 

financial instruments designated as hedging instruments in net investment hedges and EUR 0 million (2006: EUR 41 million; 

2005: EUR 849 million) is related to non-derivative financial liabilities designated as hedging instruments in fair value hedges. 

The remainder of the line Other liabilities mainly consists of balancing temporary amounts between trade date and settlement 

date. 



J 
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31. Derivatives 

Derivatives include forwards, futures, swaps and option contracts, all of which derive their value from underlying interest rates, 
foreign exchange rates, commodity values, equity instruments or credit instruments, 

A derivative contract may be traded either on an exchange or over-the-counter ('OTC'), Exchange traded derivatives, which 
include futures and option contracts, are standardised and generally do not involve significant counterparty risk due to the margin 
requirements of the individual exchanges. OTC derivative contracts are individually negotiated between contracting parties. 
Financial instruments can also include embedded derivatives, i.e. components of a hybrid (combined) instrument that also 
includes a non-derivative host contract, with the effect that some of the cash flows of the combined instrument vary similar to a 
stand-alone derivative. 

The notional amounts of derivative contracts are not recorded in the balance sheet as assets or liabilities and do not represent 
the potential for gain or loss associated with such transactions. The exposure to the credit risk associated with counterparty 
non-performance is limited to the positive fair value of the derivative contracts. 

Interest rate swaps are contractual agreements between two parties to exchange periodic payments in the same currency, each 
of which is computed on a different interest rate basis. Most interest rate swaps involve the net exchange of payments calculated 
as the difference between the fixed and floating interest rate payments. Fortis uses interest rate swaps to modify the interest rate 
characteristics of certain assets and liabilities. For example, based on long-term debt, an interest rate swap can be entered into 
to convert a fixed interest rate instrument into a floating interest rate instrument, in order to reduce the interest rate mismatch. 
Fortis also uses interest rate swaps to hedge the risk of price fluctuations of the trading securities. 

Interest rate futures are exchange traded instruments and represent commitments to purchase or sell a designated security or 
money market instrument at a specified future date and price. 

Interest rate forward agreements are OTC derivative instruments in which two parties agree on an interest rate and period which 
serve as a reference point in determining a net payment to be made by one party to the other, depending on the prevailing 
market rate at a future point in time. 

Interest rate options are interest rate protection instruments that if exercised, involve the obligation of the seller to pay the buyer 
an interest rate differential in exchange for a premium paid by the buyer. This differential represents the difference between 
current rate and an agreed upon rate applied to a notional amount. Exposure to losses on all interest rate contracts will increase 
or decrease over their respective lives as interest rates fluctuate. 

Currency swaps, in their simplest form, are contractual agreements that involve the exchange of both periodic and final payments 
in different currencies. The value of swap contracts depends upon their maturity dates, interest and foreign exchange rates, and 
the timing of payments. 
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Foreign exchange contracts, which include spot, forward and future contracts, represent agreements to exchange payments in 

different foreign currencies at an agreed exchange rate, on an agreed settlement date. These contracts are used to hedge net 

capital and foreign exchange exposure. 

Foreign exchange option contracts are similar to interest rate option contracts, the difference being that they are based on 

currency exchange rates rather than interest rates. The value of these contracts will increase or decrease over their respective 

lives as currency exchange and interest rates fluctuate. 

In exchange-traded foreign exchange contracts, exposure to off-balance sheet credit risk is limited, as these transactions are 

executed on organised exchanges that assume the obligations of counterparties and generally require security deposits and daily 

settlement of margins, 

A commodity forward or future contract is a contract where the underlying is a commodity. A commodity swap is a swap where 

exchanged cash flows are dependent on the price of an underlying commodity. A commodity option is an option either to buy or 

to sell a commodity contract at a fixed price until a specified date. 

Credit derivatives allow credit risk to be isolated from all other risks as well as from the instrument with which it is associated, so 

that the credit risk can be passed from one party to another. In a credit default swap, the buyer/beneficiary pays a premium and 

acquires the right to sell back a reference bond to the seller/guarantor if a credit event occurs, 

A total return swap is a contract in which the beneficiary agrees to pay the guarantor the total return on the reference asset, 
which consists of all contractual payments as well as any appreciation in the market value of the reference asset. 

Equity derivatives include equity swaps, options, futures and forward contracts. An equity swap is a swap in which the cash 

flows that are exchanged are based on the total return on a stock market index or on individual equity securities and an interest 

rate (either a fixed rate or a floating rate). Equity (or stock) options give the right to buy (in the case of a call option) or to sell (in 

the case of a put option) a fixed number of shares of a company, at a given price, before or on a specified date. 
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31.1 Derivatives held for trading 
The Derivatives held for trading as at 31 December are composed of the following: 

Assets Liabilities 

Fair 

values 

Notional 

amount 

Fair 

values 

Notional 

amount 
2007 

Foreign exchange contracts 

Forwards and futures 

Interest and currency swaps 

Options 

Total 

Interest rate contracts 

Forwards and futures 

Swaps 

Options 

Total 

Commodity contracts 

Forwards and futures 

Swaps 

Options 

Total 

Equity/Index contracts 

Forwards and futures 

Swaps 

Options and warrants 

Total 

Credit derivatives 

Forwards and futures 

Options 

Swaps 

Other 

Total 

Other 

Balance at 31 December 2007 

Fair values supported by observable market data 

Fair values obtained using a valuation model 

Total 

Over the counter (OTC) 

Exchange traded 

Total 

1,079 

49 

34 

1,162 

843 

203 

1,046 

17 

17 

76 

363 

4,378 

4,817 

91 

7,133 

579 

6,554 

7,133 

7,057 

76 

7,133 

92,370 

1,117 

3,264 

96, 

114, 

13, 

127, 

30, 

24, 

751 

14 

326 

206 

546 

197 

197 

470 

424 

397 

55,291 

224 

224 

280, 

131 

140 

279,635 

505 

280,140 

977 

48 

34 

1,059 

769 

203 

972 

16 

16 

453 

1,076 

4,037 

5,566 

126 

7,739 

1,488 

6,251 

7,739 

7,723 

17 

7,739 

92,271 

1,121 

3,271 

96,663 

14 

114,324 

13,273 

127,611 

197 

197 

2,775 

14,542 

17,678 

34,995 

224 

224 

131 

259,821 

259,594 

227 

259,821 
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2006 

Foreign exchange contracts 

Forwards and futures 

Interest and currency swaps 

Options 

Total 

Fair 

values 

419 

24 

15 

458 

Assets 

Notional 

amount 

61,901 

521 

2,762 

65,184 

Fair 

values 

412 

19 

13 

444 

Liabilities 

Notional 

amount 

61,882 

517 

2,756 

65,155 

Interest rate contracts 

Forwards and futures 

Swaps 

Options 

Total 

834 

182 

1,016 

89,401 

11,115 

100,516 

802 

182 

984 

89,401 

11,115 

100,516 

Commodity contracts 

Forwards and futures 
Swaps 

Options 
Total 

Equity/Index contracts 

Forwards and futures 

Swaps 

Options and warrants 

Total 

16 

16 

2 

554 

2,149 

2,705 

9, 

253 

253 

193 

339 

7,974 

17, 506 

15 

15 

164 

276 

1,292 

1,732 

253 

253 

348 

21,215 

10,280 

31,843 

Credit derivatives 

Forwards and futures 

Options 

Swaps 

Total 

1,065 

1,065 

Other 

Balance at 31 December 2006 

Fair values supported by observable market data 

Fair values obtained using a valuation model 

Total 

Over the counter (OTC) 

Exchange traded 

Total 

4,195 

883 

3,312 

4,195 

4,180 

15 

4,195 

183,459 

183,375 

84 

183,459 

29 

3,204 

89 

3,115 

3,204 

3,204 

3,204 

198,832 

198,715 

117 

198,832 
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Assets Liabilities 

2005 

Foreign exchange contracts 

Forwards and futures 

Interest and currency swaps 

Options 

Total 

Interest rate contracts 

Forwards and futures 

Swaps 

Options 

Total 

Fair 

values 

477 

31 

40 

548 

945 

156 

1,101 

Notional 

amount 

47,256 

470 

2,022 

49,748 

235 

68,032 

5,676 

73,943 

Fair 

values 

497 

29 

7 

533 

955 

176 

1,131 

Notional 

amount 

47,277 

469 

1,285 

49,031 

235 

54,904 

6,629 

61,768 

Commodity contracts 

Forwards and futures 

Swaps 

Options 

Total 

Equity/Index contracts 

Forwards and futures 

Swaps 

Options and warrants 

Total 

20 

20 

349 

349 

1 

408 

2,252 

2,661 

14 

9,381 

2,579 

11,974 

20 

20 

66 

92 

1,089 

1,247 

349 

349 

118 

11,751 

2,522 

14,391 

Credit derivatives 

Options 

Total 

Other 

Balance at 31 December 2005 

Fair values supported by observable market data 

Fair values obtained using a valuation model 

Total 

Over the counter (OTC) 

Exchange traded 

Other 

Total 

4,330 

2,315 

2,015 

4,330 

4,326 

4 

4,330 

8 

136,022 

135,988 

26 

8 

136,022 

31 

2,962 

662 

2,300 

2,962 

2,928 

3 

31 

2,962 

31 

125,570 

125,507 

32 

31 

125,570 
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31.2 Derivatives held for hedging purposes 
The Derivatives held for hedging are mainly related to fair value hedges, Fortis Bank Nederland uses derivatives, principally 
interest rate swaps, for hedging purposes in the management of its own asset and liability portfolios and structural positions. This 
enables Fortis Bank Nederland to mitigate the market risk which would otherwise arise from structural imbalances in the maturity 
and other profiles of its assets and liabilities. 

Hedging derivatives as at 31 December are shown below. 

Assets Liabilities 

2007 

Interest rate contracts 

Swaps 

Total 

Fair 

values 

729 

729 

Notional 
amount 

31,326 

31,326 

Fair 
values 

Notional 

amount 

31,326 

31,326 

Balance at 31 December 2007 

Fair values supported by observable market data 

Fair values obtained using a valuation model 

Total 

Over the counter (OTC) 

729 

729 

729 

729 

31,326 

31,326 

31,326 

31,326 

2006 

Interest rate contracts 

Swaps 

Total 

Balance at 31 December 2006 

Fair values supported by observable market data 

Fair values obtained using a valuation model 

Total 

Fair 

values 

Assets 

Notional 

amount 

25,341 

25,341 

25,341 

Fair 

values 

41 

41 

41 

41 

41 

Liabilities 

Notional 

amount 

25,341 

25,341 

25,341 

Over the counter (OTC) 25,341 41 25,341 
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Assets 

2005 

Interest rate contracts 

Swaps 

Options 

Total 

Balance at 31 December 2005 

Fair 

values 

Notional 

amount 

15,864 

15,864 

15,864 

Fair 

values 

849 

849 

849 

Liabilities 

Notional 

amount 

15,864 

15,864 

15,864 

Fair values supported by observable market data 

Fair values obtained using a valuation model 

Total 

849 

849 

Over the counter (OTC) 15,864 849 15,864 
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32. Fair values of financial assets and 
financial liabilities 

The following table presents the carrying amounts and fair values of those classes of financial assets and financial liabilities not 

reported at fair value on the Fortis Bank Nederland consolidated balance sheet. A description of the methods used to determine 

the fair value of financial instruments is given below. 

Assets 

Cash and cash equivalents 

Due from banks 

Due from customers 

Investments held to maturity 

other receivables 

Total financial assets 

ties 

Due to banks 

Due to customers 

Debt certificates 

Subordinated liabilities 

Other borrowings 

Total financial liabilities 

2007 2006 2005 

Carrying 

value 

39,269 

38,768 

130,971 

35 

3,435 

212,478 

71,311 

69,990 

32,796 

11,652 

1,371 

187,120 

Fair 

value 

39,249 

38,771 

129,460 

35 

3,435 

210,950 

71,544 

69,006 

33,003 

11,551 

1,383 

186,487 

Carrying 

value 

22,075 

27,071 

124,039 

33 

2,920 

176,138 

70,144 

63,856 

25,344 

2,402 

903 

162,649 

Fair 

value 

22,075 

27,128 

126,588 

33 

2,921 

178,725 

70,420 

63,344 

25,445 

2,478 

903 

162,590 

Carrying 

value 

13,508 

17,263 

108,775 

2,641 

142,187 

58,600 

51,618 

19,368 

2,095 

4,335 

136,016 

Fair 

value 

13,526 

17,285 

110,258 

2,641 

143,710 

59,132 

51,346 

19,721 

2,257 

4,437 

136,893 

Fair value is the amount for which an asset could be exchanged, a liability settled or an equity instrument granted could be 

exchanged between knowledgeable, willing parties in an arm's length transaction. 

Fortis Bank Nederland uses the following methods, in the order listed, in determining the fair value of financial instruments: 

• quoted price in an active market; 

• valuation techniques, and 

• cost. 

When a financial instrument is traded in an active and liquid market, its quoted market price or value provides the best evidence 

of fair value. No adjustment is made to the fair value of large holdings of shares, unless there is a binding agreement to sell the 

shares at a price other than the market price. The appropriate quoted market price for an asset held or a liability to be issued is 

the current bid price, and for an asset to be acquired or a liability held, the ask price. Mid-market prices are used as a basis for 

establishing fair values of assets and liabilities with offsetting market risks. 

If no active market price is available, fair values are estimated using present value or other valuation techniques based on market 

conditions existing at the reporting date. If there is a valuation technique commonly used by market participants to price an 

instrument and that technique has been demonstrated to provide reliable estimates of prices obtained in actual market 

transactions, Fortis Bank Nederland applies that technique. 

Valuation techniques that are well established in financial markets include recent market transactions, discounted cash flows and 

option pricing models. An acceptable valuation technique incorporates all factors that market participants would consider in 

setting a price, and should be consistent with accepted economic methodologies for pricing financial instruments. 
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The basic principles in estimating fair value are: 

• maximise market inputs and minimise internal estimates and assumptions; 

• change estimation techniques only if an improvement can be demonstrated or if a change is necessary because of changes in 

the availability of information. 

The fair value presented is the 'clean' fair value, which is the total fair value or 'dirty' fair value less interest accruals. Interest 

accruals are reported separately. 

Methods and assumptions used in determining fair value are largely dependent on whether the instrument is traded on financial 

markets and what information is available to be incorporated into the valuation models, A summary of different financial 

instrument types along with the fair value treatment is included below. 

Quoted market prices are used for financial instruments traded on a financial market with price quotations. 

Non-exchange-traded financial instruments are often traded in over-the-counter (OTC) markets by dealers or other intermediaries 

from whom market prices are obtainable. 

Quotations are available from various sources for many financial instruments traded regularly in the OTC market. Those sources 

include the financial press, various quotation publications and financial reporting services, and individual market makers. 

Ouoted market prices provide the most reliable fair value for derivatives traded on a recognised exchange. Fair value for 

derivatives not traded on a recognised exchange is considered to be the value that could be realised through termination or 

assignment of the derivative. 

Common valuation methodologies for an interest rate swap incorporate a comparison of the yield of the swap with the current 

swap yield curve. The swap yield curve is derived from quoted swap rates. Dealer bid and offer quotes are generally available for 

basic interest rate swaps involving counterparties whose securities are investment-grade. 

Factors that influence the valuation of an individual derivative include the counterparty's credit standing and the complexity of the 

derivative. If these factors differ from the basic factors underlying the quote, an adjustment to the quoted price may be 

considered. 
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The fair value (FV) calculation of financial instruments not actively traded on financial markets can be summarised as follows: 

Instrument Type Fortis Products FV Calculation 

Instruments with no stated 

maturity 

Instruments without optional 

features 

Instruments with optional 

features 

Subordinated loans 

Private equity 

Preference shares (non-quotes) 

Current accounts, 

saving accounts, 

etc. 

Straight loans, 

deposits, 

etc. 

Mortgage loans and other 

instruments with option 

features 

Subordinated loans 

Private equity and 

non-quoted participations 

investments 

Preference shares 

Nominal value. 

Discounted cash flow methodology; discounting 

yield curve is the swap curve plus spread (assets) 

or the swap curve minus spread (liabilities); spread 

is based on commercial margin computed based 

on the average on new production during last 3 

months. 

Product is split and linear (non-optional) 

component is valued using a discounted cash flow 

methodology and option component valued based 

on option pricing model. 

Discounted cash flow methodology in which 

spread is based on subordination cost for Fortis 

based on market quotations. 

In general based on the European Venture Capital 

Association valuation guidelines, using amongst 

others Enterprise Value/EBITDA, Price/Cash flow 

and Price/Earnings. 

If the share is characterised as a debt instrument, 

a discounted cash flow model is used. 

Fortis Bank Nederland has a policy in place aimed at quantifying and monitoring pricing uncertainties related to the calculation of 

fair values using valuation techniques and internal models. Related uncertainties are a feature of the 'model risk' concept. 

Model risk arises when the product pricing requires valuation techniques which are not yet standardised or for which input data 

cannot be directly observed in the market, leading to assumptions on the input data themselves. 

The development of new, sophisticated products in the market has resulted in the development of mathematical models to price 

them. These models in turn depend on assumptions regarding the stochastic behaviour of underlying variables, numerical 

algorithms and other possible approximations needed to replicate the complexity of the financial instruments. 
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Furthermore, the underlying hypotheses of a model depend on the general market conditions (e,g. specific 
interest rates, volatilities) prevailing at the time it is developed. There is no guarantee that the model will 
continue to yield adequate results should market conditions change drastically. 

Any related model uncertainty is quantified as accurately as possible and is the basis in adjusting the fair 
value calculated by the valuation techniques and internal models. 
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33. Net Interest Income 

33.1 Interest income 
The breakdown of Interest income by type of product for the year ended 31 December is shown below. 

2007 2006 2005 

Interest income 

Interest income on cash equivalents 

Interest income on due from banks 

Interest income on investments 

Interest income on due from customers 

Interest income on derivatives held for trading 

Other interest income 

Total interest income 

679 307 

7,048 4,224 

217 283 

5,911 5,307 

4,041 2,716 

1,273 695 

19,169 13,532 

258 

2,110 

307 

4,475 

1,344 

399 

8,893 

The interest on impaired loans amounted in 2007 to EUR 27 million. 

33.2 Interest expense 

The following table shows the breakdown of Interest expenses by product for the year ended 31 December. 

2007 2006 2005 

Interest expenses 

Interest expenses due to banks 

Interest expenses due to customers 

Interest expenses on debt certificates 

Interest expenses on subordinated liabilities 

Interest expenses on other borrowings 

Interest expenses on liabilities held for trading and derivatives 

Interest expenses on other liabilities 

Total interest expenses 

6,321 

3,254 

1,352 

197 

75 

5,120 

1,315 

17,634 

4,260 

2,134 

726 

99 

546 

3,133 

1,177 

12,075 

2,398 

1,545 

623 

67 

236 

1,542 

872 

7,283 
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34. Dividend and other investment income 

This table provides details of Dividend and other investment income for the year ended 31 December. 

2007 2006 2005 

Dividend and other investment income 

Dividend income from equity securities 

Rental income from investment property 

Other investment income 

Total dividend and other investment income 

29 

8 

37 

19 

1 

20 

40 

5 

3 

48 
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35. Share in result of associates and 
joint ventures 

Share in result of associates and joint ventures are as follows for the year ended 31 December: 

2007 2006 2005 

Share in result of associates and joint ventures 190 10 32 
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36. Realised capital gains and losses 
on investments 

For the year ended 31 December, Realised capital gains and losses on investments are broken down as follows: 

2007 2006 2005 

Debt securities 

Equity securities 

Real estate 

Subsidiaries, associates and joint ventures 

Other 

Realised capital gains (losses) on investments 

13 

60 

63 

(12) 

2 

126 

7 

86 

97 

53 

50 

5 

53 

161 
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37. Other realised and unrealised gains 
and losses 

Other realised and unrealised gains and losses as included in the income statement for the year ended 31 December are 

presented below. 

2007 

Assets/liabilities held for trading and derivatives 

Assets and liabilities held at fair value through profit or loss 

Hedging results 

Other 

Other realised and unrealised gains and losses 587 

2006 

884 

2005 

378 

57 

152 

626 

73 

185 

241 

36 

210 

487 

All gains and losses arising from a change in the fair value of a financial asset or a financial liability, excluding interest accruals 

recorded under Interest income and Interest expense, are recorded in Other realised and unrealised gains and losses. 

Assets and liabilities held for trading, including derivatives held for trading, are acquired principally for the purpose of generating a 

profit from short-term fluctuations in the price or the dealer's margin. Initial recognition is at acquisition cost, including any 

transaction costs to acquire the financial instrument. Subsequent measurement is at fair value with changes in fair value recorded 

in the income statement. 

All changes in fair value of the assets and liabilities held at fair value through profit or loss are reported above. This includes 

unrealised gains and losses from revaluations and realised gains and losses upon derecognition of the assets or liabilities. 

Hedging results contain the changes in fair value attributable to the hedged risk - mainly interest-rate risk - of hedged assets and 

liabilities and the changes in fair value of the hedging instruments. 

In the context of portfolio hedges of interest rate risk (macro hedging), the initial difference between the fair value and the carrying 

value of the hedged item at designation of the hedging relationship is amortised over the remaining life of the hedged item. These 

amounts are included in Hedging results in the table above. 
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38. Net Fee and commission Income 

38.1 Fee and commission income 
Fee and commission income for the year ended 31 December is specified in the table below. 

2007 2006 2005 

Fee and commission income 

Securities and custodian services 

Reinsurance commissions and inurance and investment fees 

Asset management 

Payment services 

Guarantees and commitment fees 

Other service fees 

Total fee and commission Income 

404 

22 

314 

274 

62 

92 

1,168 

239 

47 

325 

176 

56 

114 

957 

217 

46 

286 

155 

47 

101 

852 

38.2 Fee and commission expense 
The components of Fee and commission expenses for the year ended 31 December are as follows: 

2007 2006 2005 

Fee and commission expenses 

Securities 

Intermediaries 

Asset management fees 

Payment services 

Custodian fees 

Other fee and commission expenses 

Total fee and commission expenses 

124 

23 

12 

45 

6 

32 

242 

34 

14 

11 

44 

5 

3 

111 

19 

15 

17 

45 

3 

5 

104 
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39. Other income 

Other income includes the following elements for the year ended 31 December. 

2007 2006 2005 

Other income 

Operating lease income 

Other 

Total other income 

3 

222 

225 

4 

155 

159 

67 

67 
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40. Change in impairments 

The Changes in impai rments for the year ended 31 December are as fo l lows: 

Change in impairments on: 

Cash and cash equivalents 

Due from banks 

Due from customers 

Credit commitments - banks 

Credit commitments - customers 

Investments in debt securities 

Investments in equity securities and other 

Investment property 

Investments in associates and joint ventures 

Other receivables 

Property and equipment 

Goodwill and other intangible assets 

Accrued interest and other assets 

Total change in impairments 

2007 

( 1 ) 

38 

( 5 ) 

7 

2 

41 

2006 

( 1 ) 

67 

( 3 ) 

1 

2 

4 

70 

2005 

53 

4 

( 1 ) 

( 1 ) 

4 

5 

62 
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41. Depreciation and amortisation of 
tangible and intangible assets 

The Depreciation and amortisation of tangible and intangible assets for the year ended 31 December is as follows: 

2007 2006 2005 

Depreciation on tangible assets 

Buildings held for own use 

Leasehold improvements 

Investment property 

Equipment 

Purchased software 

Other intangible assets 

Depreciation and amortisation of tangible and intangible assets 

4 

17 

1 

34 

4 

60 

4 

18 

35 

4 

2 

63 

4 

15 

33 

6 

58 
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42. Staff expenses 

Staff expenses for the year ended 31 December are as follows: 

2007 2006 2005 

Staff expenses 

Salaries and wages 

Social security charges 

Pension expenses relating to defined benefit plans 

Defined contribution plan expenses 

Other 

Total staff expenses 

747 

68 

31 

26 

83 

955 

720 

49 

35 

41 

3 

848 

641 

67 

85 

29 

101 

923 

Other includes the costs for non-monetary benefits such as medical costs, termination benefits and restructuring costs. 

Note 7 contains further details on Post-employment benefits and Other long-term employee benefits, including pension costs 

related to defined benefit plans and defined contribution plans. 
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43. Other expenses 

Other expenses for the year ended 31 December are as follows: 

2007 2006 2005 

Other expenses 

Operating lease rental expenses and related expenses 

Professional tees 

Marketing and public relations costs 

Information technology costs 

Other investment charges 

Maintenance and repair expenses 

Other 

Total other expenses 

100 

70 

54 

145 

31 

510 

910 

92 

76 

54 

146 

33 

442 

843 

63 

63 

59 

120 

1 

20 

339 

664 

The line Other includes expenses for travel, post, telephone, temporary staff, consultants and training. 
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44. Income tax expenses 

The components of Income tax expenses for the year ended 31 December are: 

2007 2006 2005 

Current tax expenses for the current period 

Adjustments recognised in the period for 

current tax of prior periods 

Previously unrecognised tax losses, tax credits and 

Temporary differences increasing (reducing) current tax expenses 

Total current tax expenses 

Deferred tax arising from the current period 

Impact of changes in tax rates on deferred taxes 

Deferred tax arising from the write-down or reversal 

of a write-down of a deferred tax asset 

Previously unrecognised tax losses, tax credits and 

Temporary differences reducing deferred tax expense 

Total deferred tax expenses 

Total Income tax expenses 

272 

16 

17 

305 

( 2 1 ) 

149 

22 

(7 ) 

164 

257 

25 

410 

13 

423 

( 5 2 ) 

7 

60 24 (1 

2 

41 

46 

2 

308 

472 

( 4 6 ) 

377 

Profit before taxation includes income items on which no income tax is payable as well as expenses which are not tax deductible. 

Below is a reconciliation of the expected to the actual income tax expense. This rate was 25.5% in 2007 (2006: 29,6%; 2005: 

31.5%) 

2007 2006 2005 

Profit before taxation 

Applicable tax rate 

Expected income tax expense 

Increase (decrease) in taxes resutting from: 

Tax exempt income 

Share in result of associates and joint ventures 

Disallowed expenses 

Previously unrecognised tax losses and temporary differences 

Write-down and reversal of write-down of deferred tax assets 

Impact of changes in tax rates on temporary differences 

Foreign tax rate differential 

Adjustments for current tax of prior years 

Other 

Actual Income tax expenses 

1,660 

25.5% 

423 

(154) 

(47) 

( 6 ) 

( 2 ) 

87 

5 

16 

24 

346 

1,649 

29.6% 

488 

(103) 

( 1 ) 

3 

11 

41 

25 

(14 ) 

22 

472 

1,446 

31,5% 

456 

(113) 

( 1 ) 

( 1 ) 

( 2 ) 

34 

7 

(10 ) 

7 

377 
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45. Commitments and guarantees 

Commitments and guarantees include acceptances, commitments to extend credit, letters of credit, suretyships and financial 

guarantees, Fortis Bank Nederland's exposure to credit loss in the event of non performance by the counterparty is represented 

by the contractual notional amounts of those instruments. Fees received from these activities are recorded in the income 

statement when the service is delivered. 

Acceptances are used by customers to effect payments for merchandise sold in import export transactions. 

Credit commitments are agreements to extend a loan to a customer as long as there are no violations of any conditions laid 

down in the agreement. Commitments generally have fixed expiration dates or other termination clauses. The geographic and 

counterparty distribution of loan commitments approximates the distribution of outstanding loans. These commitments are 

generally unsecured and if necessary, collateral may be required. 

Letters of credits either ensure payment by Fortis Bank Nederland to a third party for a customer's foreign or domestic trade or 

are conditional commitments issued by Fortis Bank Nederland to guarantee the performance of a customer to a third party, Fortis 

Bank Nederland evaluates each customer's creditworthiness on a case by case basis. The amount of collateral obtained is based 

on credit evaluation of the counterparty. Collateral could consist of the goods financed as well as of cash deposits. Most 

documentary credits are taken out, though in many cases this is followed by immediate payment. 

Suretyships and financial guarantees are used to guarantee performance of a customer. The credit risk involved in issuing these 

guarantees is essentially the same as that involved in extending loan facilities to customers. These suretyships and guarantees 

may be unsecured. 

The following is a summary of the credit related commitments of Fortis Bank Nederland at 31 December. 

2007 

Credit related commitments 

Government and official institutions 

Credit institutions 

Corporate 

Retail 

Other 

Total 

2006 

604 

1,001 

33,535 

10,614 

45,757 

394 

349 

40,418 

9,423 

784 

51,368 

Of these commitments around EUR 7,598 million have a maturity of more than one year (2006: EUR 4,116 million). 

Liquidity requirements to support calls under guarantees and credit commitments are considerably less than the contractual 

amounts outstanding, as many of these commitments will expire or terminate without being funded. 

The following table describes the impairments related to credit commitments as at 31 December. 

2007 2006 2005 

Specific credit risk 

Incurred but not reported (IBNR) 

Total 

11 

11 

14 

14 
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46. Contingent liabilities 

Like any other financial institution, Fortis Bank Nederland is sometimes involved in various claims, disputes and as a defendant in 
legal proceedings arising in the ordinary course of the banking business. 

Fortis Bank Nederland makes provisions for such matters when, in the opinion of management, who consult with legal advisors, 
it is probable that a payment will have to be made by Fortis Bank Nederland, and when the amount can be reasonably estimated. 

In respect of further claims and legal proceedings against Fortis Bank Nederland of which management is aware (and which, 
according to the principles outlined above, have not been provided for), it is the opinion of management, after due consideration 
of appropriate professional advice, that such claims are without merit, can be successfully defended or that the outcome of these 
actions is not expected to result in a significant loss in the Fortis Bank Nederland (Holding) Consolidated Financial Statements. 

In the Netherlands, Fortis Bank Nederland is involved in a number of legal proceedings concerning Groeivermogen products 
(equity lease products), launched either by individuals or by consumer protection associations against some Fortis operating 
companies. The claims are based on one or more of the following allegations: violation of the 'duty of care', absence of second 
signature or absence of license to sell the products concerned. The present assessment of the legal risk involved in these 
proceedings does not give rise to material provisions to be set up within Fortis Bank Nederland, 
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47. Lease agreements 

Fortis Bank Nederland has entered into lease agreements to provide for office space, office equipment and vehicles. The 

following table reflects future commitments for non cancellable operating leases as at 31 December, 

2007 

Not later than 3 months 

Later than 3 months and not later than 1 year 

Later than 1 year and not later than 5 years 

Later than 5 years 

Total 12 

2006 

13 

2005 

1 

4 

7 

2 

11 

8 

11 

19 
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48. Assets under management 

Assets under management include investments for own account and funds under management. Funds under management 

include investments that are managed on behalf of clients, either private or institutional, and on which Fortis Bank Nederland 

earns a management or advice fee. Discretionary capital (capital actively managed by Fortis Bank Nederland) as well as advisory 

capital are included in funds under management. 

Eliminations in the various tables relates to the funds under management of clients invested in funds managed by Fortis that 

otherwise would be counted double. 

The following table provides a breakdown of Assets under management by investment type and origin. 

31 December 

Investments for own account: 

- Debt securities 

- Equity securities 

- Real estate 

- Other 

Total investments for own account 

Funds under Management: 

- Debt securities 

- Equity securities 

- Real estate 

- Eliminations 

Total funds under management 

Total assets under management 

2007 

3,029 

330 

79 

25,733 

29,171 

14,774 

18,229 

(2,530) 

30,473 

59,644 

2006 

3,575 

431 

3 

907 

4,916 

13,749 

19,331 

4 

(2,376) 

30,708 

35,624 

2005 

6,345 

549 

4 

820 

7,718 

12,064 

14,660 

6 

26,730 

34,448 

Changes in funds under management by segment are shown below. 

Retail 

Banking 

Network 

Merchant & 

Private 

Banking 

Clients 

Merchant & 

Private 

Banking 

Skills Other Eliminations Total 

Balance at 31 December 2006 

In/out flow 

Market gains /losses 

Other 

Balance at 31 December 2007 

1,179 

(105) 

(36 ) 

1,038 

30,580 

(776) 

2,159 

(470) 

31,493 

854 

(67) 

30 

(725) 

92 

47 

(91 

38 

1 (2 ,376) 

) (85 ) 

(72) 

3 

0 (2 ,530) 

30,708 

(1,124) 

2,081 

(1,192) 

30,473 

The column Other Includes funds under management managed by operating companies reported in the Other Banking segment. 

The line Other includes the transfers between segments, the impact of acquisitions and divestments and the currency translation 

differences. 
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49. Post-balance sheet date events 

There have been no material events after the balance sheet date that would require adjustment to the Fortis Bank Nederland 
(Holding) Consolidated Financial Statements as at 31 December 2007. 
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50. Statement of the Supen/isory Board 

The Supervisory Board of Fortis Bank Nederland is responsible for preparing the Fortis Bank Nederland (Holding) Consolidated 

Financial Statements in accordance with International Financial Reporting Standards as adopted by the European Union as well 

as with the European Transparency Directive (2004/109/EC) at 31 December 2007, 

The Supervisory Board reviewed the Fortis Bank Nederland (Holding) Consolidated Financial Statements on 3 April 2008 and 

authorised their issue. 

The Supervisory Board of Fortis Bank Nederland (Holding) declares that, to the best of its knowledge, the Fortis Bank Nederland 

(Holding) Consolidated Financial Statements give a true and fair view of the assets, liabilities, financial position and profit or loss 

of Fortis Bank Nederland (Holding) and that the information contained herein has no omissions likely to modify significantly the 

scope for any statements made. 

The Supervisory Board of Fortis Bank Nederland (Holding) also declares that the Annual Review includes a fair review of the 

development and performance of the businesses of the Group. 

These Financial Statements will be submitted for the approval of the Annual General Meeting of Shareholders on 18 April 2008. 

Amsterdam, 3 April 2008 

Supervisory Board 

A,M, Kloosterman (Chairman) 

I, Brakman 

F.R.J. Dierckx 

B.J.H.S. Feilzer 

A.P.M. van der Veer - Vergeer 

H.C.L. Verwilst 

H.M. Vletter-Van Dort 
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Company balance sheet 
(before profit appropriation; 

Assets 

Cash and cash equivalents 

Assets held for trading 

Due from banks 

Due from customers 

Investments: 

- Associates and joint ventures 

Participation intrest in group companies 

Accrued interest and other assets 

Total assets 

Liabilities 

Liabilities held for trading 

Due to banks 

Due to customers 

Debt certificates 

Subordinated liabilities 

Other borrowings 

Current and deferred tax liabilities 

Accrued interest and other liabilities 

Total liabilities 

Issued capital and reserves 

Minority interests 

Issued capital and reserves 

Total liabilities and equity 

31 December 31 December 

2007 

860 

544 

6,185 

2 

24,201 

24,201 

7,465 

83 

39,340 

516 

2 

1 

4,961 

10,455 

850 

542 

250 

17,577 

21,763 

21,763 

39,340 

2006 

180 

709 

4,878 

653 

6,445 

74 

12,939 

17 

57 

3 

4,782 

1,543 

549 

78 

7,029 

5,910 

5,910 

12,939 

31 December 

2005 

742 

821 

4,694 

254 

5,385 

80 

11,976 

85 

74 

101 

4,609 

1,077 

354 

63 

6,363 

5,613 

5,613 

11,976 
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Company income statement 

Result from participating intrests after taxes 

Other result after taxes 

Net profit attributable to shareholders 

2007 2006 2005 

1,233 

63 

1,296 

1,135 

22 

1,157 

1,052 

(3) 

1,049 
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Company statement of changes in equity 

Balance at 31 December 2005 

Net profit for the period 

Revaluation of investments 

Currency translation reserve 

Issued capital 

Issuied premium 

capital reserve 

Currency Net profit 

Other translation attributable to 

reserves reserve shareholders 

Legal Unrealised Issued 

statutory gains capital and 

reserves and losses reserve 

497 2.194 1.610 ( 2 ) 1.049 

1.157 

(4) 

64 201 5.613 

1.157 

(4) 

Transfer 

Dividend 

Increase of capital 

Treasury shares 

Available for sale 

Other changes in equity 

Balance at 31 December 2006 

1.049 (1.049) 

(770) 

497 2.194 

(13) 

1.876 (6) 1.157 

11 

75 

(84) 

117 

(770) 

(84) 

(2) 

5.910 

Net profit for the period 

Revaluation of investments 

Currency translation reserve (17) 

1.296 

(23) 

1.296 

(40) 

Transfer 

Dividend 

Increase of capital 146 14.674 

Treasury shares 

Available for sale 

Other changes in equity 

Balance at 31 December 2007 643 16.868 

1.157 

(76) 

(112) 

2.845 (23) 

; i.i57) 

1.296 

( 7 ) 

68 

(28) 

66 

(76) 

14.820 

(28) 

(119) 

21.763 

Note: Legal and statutory reserves include non-distributable profit of participations, relating to the negative revaluation of financial 

instruments through the income statement that are not traded on an active market, in accordance with Part 9, Book 2 of the 

Netherlands Civil Code (BW 2, article 390(1)) 
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Explanatory notes to the balance sheet 
and income statement 
General 

The company financial statements are part of the 2007 Financial Statements of Fortis Bank Nederland (Holding) N.V. The 
information provided in the notes to the consolidated balance sheet and income statement also applies to the company financial 
statements, unless stated otherwise below. 

In the separate profit and loss account of Fortis Bank Nederland (Holding) N,V., use has been made of the exemption referred to 
in Section 402 of Book 2 of the Netherlands Civil Code. 

Principles for the measurement of assets and liabilities and 
the determination of the result 

In determining the principles for the recognition and measurement of assets and liabilities and determination of the result for its 
separate financial statements, Fortis Bank Nederland (Holding) N.V. makes use of the option provided in section 2:362 (8) of the 
Netherlands Civil Code, This means that the principles for the recognition and measurement of assets and liabilities and 
determination of the result (hereinafter referred to as principles for recognition and measurement) of the separate financial 
statements of Fortis Bank Nederland (Holding) N.V. are the same as those applied for the consolidated EU-IFRS financial 
statements. Participating interests over which significant influence is exercised are stated on the basis ofthe equity method. 
These consolidated EU-IFRS financial statements are prepared according to the standards laid down by the International 
Accounting Standards Board and adopted by the European Union (hereinafter referred to as EU-IFRS) and with part 9 of book 2 
of the Netherlands civil code. 

The share in the result of participating interests consists of the share of Fortis Bank Nederland (Holding) N.V. in the result of these 
participating interests. Results on transactions, where the transfer of assets and liabilities occurs between Fortis Bank Nederland 
(Holding) N.V. and its participating interests and between participating interests themselves, are done at arm's length basis. 

Assets held for trading 

The following table provides a specification of the assets held for trading as at 31 December. 

Debt securities: 

- Corporate debt securities 

Total trading securities 

Derivative financial instruments 

Over the counter (OTC) 

Total derivative financial instruments 

Total assets held for trading 

Fair value of trading securities by observable market data 

2007 

28 

28 

516 

516 

544 

28 

2006 

24 

24 

685 

685 

709 

24 

2005 

67 

67 

754 

754 

821 

67 
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Due from banks 

'Due from banks' consisted of the following as at 31 December. 

31 December 

Interest-bearing deposits 

Loans and advances 

Securities lending transactions 

Other 

Total 

2007 2006 2005 

4,604 

1,123 

227 

231 

6,185 

3,761 

473 

227 

417 

4,878 

3,440 

473 

227 

554 

4,694 

Associates 

RFS Holdings B.V, is the acquirer of ABN-AMRO shares in which Fortis Bank Nederland has a participation of 33,8% (see note 18). 

Participating interests in group companies 

Movements in participating interests in group companies are shown below. 

31 December 

Balance at 1 January 

Share of profit from participating intrests 

Foreign exchange differences 

Other changes 

Total 

2007 2006 2005 

6,445 

1,233 

(12) 

(201) 

7,465 

5,385 

1,135 

( 2 ) 

(73 ) 

6,445 

3,688 

1,052 

8 

637 

5,385 

Other changes for the year 2005 mainly caused by the the acquisition of Generale Belgian Holding. 

Debt certificates 

Debt certificates include bond and other issued negotiable debt certificates, such as certificates of deposit and accepted bills 

issued by the company, which are not subordinated, with either fixed or floating interest rates. 

2007 2006 2005 

31 December 

Savings certificates 

Commercial paper 

Other 

Total debt certificates 

102 

4,632 

227 

4,961 

102 

4,452 

227 

4,782 

206 

4,177 

227 

4,609 





Subordinated liabilities 

The bonds and loans referred to under this item are subordinated to all current and future liabilities. Early redemption in full or in 

part requires the permission of the Dutch Central Bank. See also note 26. 

2007 2006 2005 

31 December 

Liability component of subordinated convertible securities 

Other hybrid and Tier 1 liabilities 

Other subordinated liabilities 

Total subordinated liabilities 

2,106 

98 

8,252 

10,455 

1,543 

1,543 

1,077 

1,077 

Issued capital and reserves 

Issued capital 

Authorised issued capital amounts to EUR 1.176.856.500 distributed over 1.853.711 ordinary shares and 500,002 non-

cumulative preference shares, each share having a nominal value of EUR 500.00. 

Issued and paid-up capital amounts to EUR 567, 9 million ordinary shares and EUR 172,6 million preference shares distributed 

over 1.135.783 ordinary shares, 345.163 non-cumulative preference shares and 1 cumulative preference class-E share (7.7%), 

each with a nominal value of EUR 500.00. The non-cumulative preference shares comprise 150.000 class A shares (5, 85%), 

240,048 new class-B shares (without a predefined payout ratio) and 195,161 class-C shares (5.5%). The preference class-C 

shares are, in compliance with EU-IFRS financial statements reported as subordinated liabilities. The share premium on the 

preference class A and B shares are registered on separated accounts and are allocated to the class of shares. 

Assets and liabilities of group companies 

The following assets and liabilities are with group companies: 

2007 2006 2005 

31 December 

Cash and cash equivalents 

Assets held for trading 

Due from banks 

Due from customers 

Accrued interest and other assets 

Liabilities held for trading 

Due to banks 

Due to customers 

Debt certificates 

Subordinated liabilities 

Accrued interest and other liabilities 

860 

33 

1,123 

2 

66 

5 

2 

473 

56 

165 

21 

473 

653 

57 

16 

49 

1 

8 

473 

50 

675 

87 

473 

254 

47 

63 

68 

473 

43 
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Rental and lease commitments 

There were no long-term rental or lease commitments at year-end 2007 

Issued guarantees 

In addition to the amounts shown on the balance sheet, there are unquantified guarantees under the collective guarantee 
scheme by virtue of Article 84 of the Credit System Supervision Act of 1992. 

For a few group companies established in the Netherlands, general guarantees have been issued within the scope of Article 403, 
Book 2 of the Netherlands Civil Code (see the note regarding the list of the major subsidiaries and associated companies of 
Fortis Bank Nederland. Subsidiaries for which a general guarantee has been issued are marked with an asterisk). 

Remuneration of Executive Board 

Reference is made to note 9 of the consolidated financial statements. 

Amsterdam, 3 April 2008 
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Executive Board 
J,CM. van Rutte (Chairman) 
H.P.F.E, Bos 
F.J, van Lanschot 

Supervisory Board 
A.M. Kloosterman (Chairman) 
I. Brakman 
F.R.J. Dierckx 
B.J.H.S. Feilzer 
A,P,M, van der Veer - Vergeer 
H.C.L. Verwilst 
H.M, Vletter - Van Dort 
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Branches, major subsidiaries and 
associated companies 
Branches of Fortis Bank (Nederland) N.V: Interest (%): 

Frankfurt, Germany, Oslo, Norway 

Major consolidated companies 
Fortis Bank (Nederland) N,V., Amsterdam 6 100 

ALFAM Holding N.V., Bunnik 6 100 

Beluga' 0 
Dolphin ' 0 

Fortis ASR Bank N ,V,, Utrecht6 100 
Fortis ASR Hypotheekbedrijf N.V, Utrecht 100 

Fortis ASR Praktijkvoorziening N.V, Utrecht 100 

Fortis ASR Woninghypotheken N.V, Utrecht 100 

B.V. Financieringsmaatschappij N.O.B., Amsterdam 6 100 
Direktbank N.V, Amsterdam6 100 
Delphlnus 2000-17 , 2001-I7 , 2001-27, 2002-17, 
2003-17 , 2003-2', 2004-1' , 2004-2 7, 2006-1 ' 0 
DMBS 97-II', 98-I ' , 99-III', 2001-1 7 0 
European Multilateral Clearing Facility N.V, Amsterdam 6 100 
Fortis Bank Global Clearing N.V, Amsterdam 6 100 
Fortis Chameleon B.V, Amsterdam 100 
Fortis Commercial Finance Holding N.V,'s-Hertogenbosch 6 100 
Fortis Groenbank B.V, Amsterdam 6 100 
Fortis GSLA B.V, Amsterdam 100 
Fortis Hypotheek Bank N.V, Rotterdam 6 100 
Fortis Private Equity Holding Nederland B.V, Utrecht 100 
Fortis Intertrust (Netherlands) B.V, Amsterdam 100 
Fortis Intertrust Group Holding SA, Geneva 100 
Goldfisch7 0 
NeSBIC Groep B.V., Utrecht 100 
Solid 2005-1 7 0 
International Card Services B,V. Amsterdam 6 100 
Fortis Bank (Cayman) Ltd., George Town, Cayman Islands 100 
Fortis Holding (Curagao) N.V, Willemstad, Netherlands Antilles 100 
Fortis (Hong Kong) Ltd,, Hong Kong 100 
Fortis Capital Company Limited, St. Helier, Jersey 5 
Fortis Clearing Sydney Pty,, Sydney, Australia 100 
Fortis Fund Services (Ireland) Limited, Dublin, Ireland 100 
Fortis Prime Fund Solutions Administation Services (Ireland) Limited 100 
Fortis Holdings (UK) Ltd., London, United Kingdom 100 
Fortis Information Bank Holdings (Ireland) Limited, Dublin, Ireland 100 
Fortis Prime Fund Solutions Bank (Ireland) Limited, Dublin, Ireland 100 

Intertrust Group N,V,, Willemstad, Netherlands Antilles 100 
FBN Holding International AG, Zug, Switzerland 100 
Fortis Bank (Cl) Limited, St Peter Port, Guernsey, Channel Islands 100 
Fortis (Isle of Man) Limited, Douglas, Isle of Man 100 
Fortis Private Banking Singapore Ltd., Singapore 100 

Major non-consolidated companies: 
Holland Venture B.V, Amsterdam 33 
RFS Holdings B,V., Amsterdam 34 

The full list of participating interests as referred to in Article 414, Book 2 
of the Netherlands Civil Code has been filed with the Trade Register. 

'; A statement of liability within the meaning of Article 403, subsection 1, paragraph f. Book 2 of the Netherlands Civil Code has been issued for these companies 
' Securitisations transactions are consolidated in the financial figures of Fortis Bank Nederland because Fortis Bank Nederland bears the full financial risk of these 
transactions Oslo, Norway 
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Subsequent events 
There have been no material subsequent events after the balance sheet date that need, to be reported. 
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Provisions of the Articles of Association 
concerning profit appropriation 
Profit appropriation will occur in accordance with Article 19 of the Articles of Association of Fortis Bank Nederland (Holding) N.V, 
which reads as follows: 

Article 19 

19.1 The company may solely make payments to shareholder and others entitled to receive payments defrayed by profits up to 
the amount of the disbursable reserves. Losses shall not be charged to the agio account connected with the preferential A 
shares, the agio account connected with the preferential B shares, the agio account connected with the preferential C 
shares or the dividend A reserve. 

19.2 Payments defrayed by profits shall be made after the Annual Accounts shall have been ratified from which it appears such 
payments are admissible. 

19.3 Profits, made in any Financial Year, shall firstly be deployed to form such reserves as the Board of Executive Directors, with 
the approval of the Board of Non-Executive Directors shall determine. 

19.4 a. The profits remaining after the application of that determined in the previous section, shall, at the discretion of the Board 
of Executive Directors, with the approval of the Board of Non-Executive Directors, be paid out as a dividend on preferential 
A shares or paid into the dividend A reserve, which shall equal a dividend percentage calculated on the averages measured 
in time of the nominal amount of the preferential A shares, the balance of the dividend A reserve and the balance of agio 
account connected with the preferential A shares during the Financial Year in which those profits were made, and which 
dividend percentage shall equally be determine at five point eighty five (5.85%)). Should and to the extent, as a 
consequence of the funds deposited into the reserve referred to in section 3 of this article, there be insufficient remaining 
profits to pay the dividends in question of the preferential A shares, respectively make contributions to the dividend A 
reserve, the deficit of the amount to be reserved shall be added to the dividend A reserve. 
On preferential A shares, respectively for preferential A shares, no further payment, respectively reserves shall be made 
defrayed by profits. 
b. The dividend percentage of the preferential A shares shall be amended as of January the first, two thousand and 
thirteen and furthermore shall be amended every five (5) years thereafter by applying the arithmetical average of the five (5) 
year. Euro denominated interest rate swap as published by Bloomberg on page EUSA5 Currency HP <GO>, during the last 
ten (10) business days prior to the dividend amendment date, increased by an amount to be determined by the Board of 
Executive Directors, with the approval of the Board of Non-Executive Directors, with a maximum of three hundred (300) 
base points, depending on marketing circumstances which prevail at that moment in time, 
c. In the case the prices and rates quoted on the aforementioned page of Bloomberg are not or no longer available or the 
aforementioned page of Bloomberg is not or is no longer available and hence no dividend percentage may be calculated as 
described above, the Board of Executive Directors shall, with the approval of the Board of Non-Executive Directors take 
and use a comparable page to calculate the aforementioned dividend percentage from a comparable and designated 
organisation or institution from which the aforementioned prices and rates are available. 

19.5 The remaining profits after the application of that determined in the previous sections shall be divided as far as possible as 
follows: 
a, firstly, on preferential B shares payments shall be made of five point seven per cent (5.7%), of the averages measured in 
time of the nominal amount of the preferential B shares and the balance of the agio account connected with the preferential 
B shares during the Financial Year in which the profits were made. No further payments defrayed by profits shall be paid 
out on preferential B shares; 
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b. thereafter, holders of preferential C shares shall be paid an annual dividend on the average, measured in time of the 

nominal amount of the preferential C shares during the Financial Year in which the profits were made amounting to the 

dividend percentage referred to below in this section to be paid in the form of preferential C shares or in cash, at the 

discretion of the holders of preferential C shares, in which the nominal amount of the preferential C shares shall form the 

basis for calculating the number of preferential C shares to be allocated to a holder of preferential C shares. That part of 

the dividend to which a holder of preferential C shares shall be entitled which is insufficient to be paid out in the form of 

preferential C shares shall be paid out monetarily. Up to the third first of December, two thousand and seven, the dividend 

percentage referred to above in this section shall amount to five and a half per cent (5.5%). No further payments defrayed 

by profits shall be paid out on preferential C shares. 

19.6 Profits remaining after the application of that determined in the previous sections shall be at the disposal of the General 

Meeting with the proviso that no dividend payments may be made for as long as at the time the dividend payments are to 

be made the balance of the dividend A reserve is positive, 

19.7 When calculating the allocation of profits, the shares held by the company in its own share capital shall not be counted 

unless those shares shall be encumbered with a right of usufruct. 

19.8 The General Meeting may decide on the strength of a proposal submitted by the Board of Executive Directors and with the 

approval of the Board of Non-Executive Directors, and in compliance with article 2: 105 of the Civil Code of the 

Netherlands, to make payments defrayed by a reserve, with the exception of the agio accounts connected with the 

ordinary shares, the preferential A shares, the preferential B shares and the preferential C shares and the dividend A 

reserve. The Board of Executive Directors may, with the approval of the Board of Non-Executive Directors and in 

compliance with article 2: 105 of the Civil Code of the Netherlands decide to make payments charged to the agio account 

connected with the preferential A shares and/or the dividend A reserve. 

19.9 The Board of Executive Directors may pay an interim dividend in compliance with that stipulated by article 2: 105 of the 

Civil Code of the Netherlands and with the approval of the Board of Non-Executive Directors, if and to the extent the profits 

permit this. Interim dividends may also solely be paid on a certain kind of shares. Interim dividends may not be paid out on 

ordinary shares, preferential B shares and preferential C shares if, at the time the dividends are paid out, the balance of the 

dividend A reserve is positive, 

19.10The General Meeting may decide on the strength of a proposal submitted by the Board of Executive Directors, and with the 

approval of the Board of Non-Executive Directors that dividends on ordinary shares, preferential B shares, and/or 

preferential C shares shall be paid out in whole or in part in another form than monetarily, 

19.11 (Interim) payments shall be declared on a day determined by the Board of Executive Directors which day shall not be later 

than the fifth (5th.) business day subsequent to the day on which the decision was made to make said payments. 

19.12(Interim) payments, which shall not have been claimed five years after having been declared, shall revert to the company. 

19.13For that determined in this article, a calendar year should be deemed to consist of three hundred and sixty days. 
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rofit appropriation 

A proposal will be submitted to the General Meeting of Shareholders to add the profit to the reserves after paying out a dividend 
of EUR 0.0 million to the holders of preference shares under the terms of Article 19 of the Articles of Association and a dividend 
of EUR 400 million to the ordinary shareholders. 

The profit appropriation is as follows (x EUR 1 million): 

Addition to reserves EUR 896 million 
Dividend on ordinary shares EUR 400 million 
Total Profit EUR 1,296 million 

Preference dividend EUR 0.0 million 

The dividends on the preference shares are recognised in the income statement as interest expense in compliance with EU-IFRS 
financial statements 
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To: the Executive Board of Fortis Bank Nederland (Holding) N.V. 

Auditors' report 

Report on the Consolidated Financial Statements 

We have audited the financial statements 2007 of Fortis Bank Nederiand (Holding) N.V, Amsterdam, for the year 2007. These 
financial statements consist of the consolidated financial statements and the company financial statements as set out on pages 9 
to 169 and 172 to 178. The consolidated financial statements comprise the consolidated balance sheet as at 31 December 
2007, profit and loss account, statement of changes in equity and cash flow statement for the year then ended, and a summary 
of significant accounting policies and other explanatory notes. The company financial statements comprise the company balance 
sheet as at 31 December 2007, the company profit and loss account for the year then ended and the notes. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in accordance with International 
Financial Reporting Standards as adopted by the European Union and with Part 9 of Book 2 of the Netherlands Civil Code, and 
for the preparation of the management board report in accordance with Part 9 of Book 2 of the Netherlands Civil Code. This 
responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation 
of the financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying 
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances. 

Auditor's Responsibility 

Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our audit in accordance 
with Dutch law. This law requires that we comply with ethical requirements and plan and perform the audit to obtain reasonable 
assurance whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. 
The procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity's preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal 
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Opinion with respect to the consolidated financial statements 

In our opinion, the consolidated financial statements give a true and fair view of the financial position of Fortis Bank Nederland 
(Holding) N.V. as at 31 December 2007, and of its result and its cash flow for the year then ended in accordance with 
International Financial Reporting Standards as adopted by the European Union and with Part 9 of Book 2 of the Netherlands Civil 
Code. 
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Opinion with respect to the company financial statements 

In our opinion, the company financial statements give a true and fair view of the financial position of Fortis Bank Nederland 
(Holding) N.V. as at 31 December 2007 and of its result for the year then ended in accordance with Part 9 of Book 2 of the 
Netherlands Civil Code. 

Report on other legal and regulatory requirements 

Pursuant to the legal requirement under 2:393 sub 5 part e of the Netherlands Civil Code, we report, to the extent of our 
competence, that the management board report is consistent with the financial statements as required by 2:391 sub 4 of the 
Netherlands Civil Code. 

Amstelveen, 3 April 2008 

KPMG ACCOUNTANTS N.V. 

J.J.A. van Nek RA 
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Forward looking statements to be 
treated with caution 
Some of the statements contained in this Annual Report, including but not limited to the statements made in the sections entitled 

Message to the Shareholders, Description of activities and Report of the Executive Committee and in note 5 Risk management, 

refer to future expectations and other forward looking perceptions that are based on management's current views, estimates and 

assumptions concerning future events. These forward-looking statements are subject to certain risks and uncertainties that may 

mean actual results, performance or events differ materially from those such statements express or imply, including but not 

limited to our expectations regarding cost and revenue synergies arising from the integration of our banking operations, e.g. 

branch closures and levels of restructuring costs, the impact of recent acquisitions and the levels of provisions relating to our 

credit and investment portfolios. Other more general factors that may impact our results include but are not limited to: 

• general economic conditions, in particular economic conditions in our core markets Belgium and the Netherlands 

• changes in interest rates and the performance of financial markets 

• the frequency and severity of insured loss events 

• mortality, morbidity and persistency levels and trends 

• foreign exchange rates, including euro / US dollar exchange rate 

• changes in competition and pricing environments, including increasing competition in Belgium and the Netherlands 

• changes in domestic and foreign legislation, regulations and taxes 

• regional or general changes in asset valuations 

• occurrence of significant natural or other disasters 

• inability to economically reinsure certain risks 

• adequacy of loss reserves 

• regulatory changes relating to the banking, insurance, investment and/or securities industries 

• changes in the policies of central banks and/or foreign governments 

• general competitive factors on a global, regional and/or national scale. 
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Glossary and abbreviations 

A m o r t i s e d cos t 

The amount at which a financial asset or liability is measured at initial recognition minus principal repayments, plus or minus the 

cumulative amortisation/accretion of any premium/discount, and minus any write-down for impairment. 

Asse t b a c k e d secur i t y 

A bond or a note backed by loan paper (not being mortgages) or accounts receivable. 

A s s o c i a t e 

A company in which Fortis Bank Nederland has significant influence but which it doesn't control. 

Bas is po in t (bp) 

One hundredth of a percentage point (0.01%)). 

Cash f l ow h e d g e 

A hedge to mitigate the exposure to variability in cash flows of a recognised asset or liability, or forecasted transaction, that is 

attributable to changes in variable rates or prices. 

C lean fa i r va lue 

The fair value excluding the unrealised portion of the interest accruals. 

C lear ing 

Administrative settlement of securities, futures and options transactions through a clearing organisation and the financial 

institutions associated with it (clearing members). 

Cred i t sp read 

The yield differential between government bonds and corporate bonds or credits. 

C u s t o d y 

An agreement, usually between an investor and a bank (or possibly an agent or a trust company), whereby the investor deposits 

for safekeeping securities, gold or other valuables with the bank, which in turn takes the valuables into safekeeping for a fee. 

Der iva t ive 

A financial instrument such as a swap, a forward, a future contract and an option (both written and purchased). This financial 

instrument has a value that changes in response to changes in various underlying variables. It requires little or no net initial 

investment, and is settled at a future date. 

D i s c o u n t e d c a s h f l ow m e t h o d 

An approach to valuation, whereby projected future cash flows are discounted at an interest rate that reflects the time value of 

money and a risk premium that reflects the extra return investors demand for the risk that the cash flow might not materialise 

after all. 

E m b e d d e d der i va t i ve 

A derivative instrument that is embedded in another contract - the host contract. The host contract might be a debt or equity 

instrument, a lease, an insurance contract or a sale or purchase contract. 

E m p l o y e e bene f i t s 

All forms of considerations given by an entity in exchange for service rendered by employees, in addition to their pay or salary. 





Factoring 
A form of corporate financing in which a company transfers outstanding debts to a factoring company that, for a fee, assumes 
responsibility for the debtor records, risk coverage and financing. 

Fair value 
The amount for which an asset (liability) can be bought (incurred) or sold (settled), between knowledgeable, willing parties in an 
arm's length transaction. 

Fair value hedge 
A hedge of an exposure to changes in the fair value of a recognised asset or liability (or a portion thereof) or a firm commitment. 
The exposure is attributable to a particular risk and will affect reported net income. 

Finance lease 
A lease that transfers substantially all the risks and rewards incidental to ownership of an asset. Title may or may not eventually 
be transferred. 

Goodwill 
This represents the excess of the fair value of the assets given, liabilities incurred or assumed, and equity instruments issued, 
plus any costs directly attributable to the business combination over Fortis Bank Nederland interest in the fair value of assets 
acquired and liabilities and contingent liabilities assumed. 

Hedge accounting 
Hedge accounting recognises the offsetting effects on profit or loss of changes in the fair values of the hedging instrument and 
the hedged item. 

IFRS 
International Financial Reporting Standards, used as a standard for all listed companies within the European Union as of 1 
January 2005 to ensure transparent and comparable accounting and disclosure. 

Impairment 
A decline in value whereby the carrying amount of the asset exceeds the recoverable amount. In such a case, the carrying 
amount will be reduced to its recoverable amount through the income statement. 

Intangible asset 
An identifiable non-monetary asset which is recognised at cost if and only if it will generate future economic benefits and if the 
cost of the asset can be measured reliably. 

Investment property 
Property held by Fortis to earn rental income or for capital appreciation. 

Joint venture 
A contractual arrangement whereby two or more parties undertake an economic activity that is subject to joint control. 

Macro hedge 
A hedge used to eliminate the risk of a portfolio of assets. 

Market capitalisation 
Value attributed to the company by the stock market. Market capitalisation corresponds to the number of shares outstanding 
multiplied by the share price at a given time. 
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Mortgage backed security 
An investment instrument that represents ownership of an undivided interest in a group of mortgages. Principal and interest from 
the individual mortgages are used to pay investors' interest on the securities as well as to repay the principal investment. 

Net-investment hedge 
A hedge used to reduce the financial risks of a reporting entity's share in the net assets of a foreign entity by entering into 
transactions that give an offsetting risk profile. 

Notional amount 
Amount of currency units, number of shares, a number of units of weight or volume or other units specified in a derivative 
contract. 

Option 
A privilege sold by one party to another that offers the buyer the right, but not the obligation, to buy (call) or sell (put) a security at 
an agreed-upon price during a certain period of time or on a specific date. 

Private equity 
Equity securities of companies that are not listed on a public exchange. Investors looking to sell their stake in a private company 
have to find a buyer in the absence of a marketplace. 

Provision 
Provisions are liabilities involving uncertainties in the amount or timing of payments. Provisions are recognised if there is a present 
obligation to transfer economic benefits, such as cash flows, as a result of past events and a reliable estimate can be made at 
the balance sheet date. 

Reverse repurchase agreement 
The purchase of securities with an agreement to resell them at a higher price at a specific future date. 

Securities lending transaction 
A loan of a security from one counterparty to another, who must eventually return the same security as repayment. The loan is 
often collateralised. Securities lending allows an entity in possession of a particular security to earn enhanced returns. 

Subordinated bond (loan) 
A loan (or security) that ranks below other loans (or securities) with regard to claims on assets or earnings. 

Subsidiary 
Any company, of which Fortis Bank Nederland, either directly or indirectly, has the power to govern the flnancial and operating 
policies so as to obtain the benefits from its activities ('control'). 

Suretyship 
A bond issued by an entity on behalf of a second party, guaranteeing that the second party will fulfil an obligation or series of 
obligations to a third party. In the event that the obligations are not met, the third party will recover its losses via the bond. 

Tier 1 ratio 
Core capital of a bank expressed as a percentage of the risk-weighted balance sheet total. 

Trade date 
The date when Fortis Bank Nederland becomes a party to the contractual provisions of a financial asset. 
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VaR 
Abbreviation of value at risk. A technique which uses the statistical analysis of historical market trends and volatilities to estimate 
the likelihood that a given portfolio's losses will exceed a certain amount. 

Venture capital 
In general, it refers to financing provided by investors to startup firms and small businesses with perceived, long term growth 
potential. 

Abbreviations 

AFS Available for sale 
ALM Asset and liability management 
CDS Credit default swap 
Euribor Euro inter bank offered rate 
HTM Held to maturity 
IBNR Incurred but not reported 
IFRIC International Financial Reporting Interpretations Committee 
IFRS International Financial Reporting Standards 
OTC Over the counter 
SPE Special purpose entity 
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Together with the 2007 Fortis Bank Nederland (Holding) N,V, Annual Review these Financial Statements constitute the Annual 
Report of Fortis Bank Nederland (Holding) N,V.. The report of the Management Board is contained in the 2007 Annual Review. 

Fortis Bank Nederland (Holding) N.V 
Amsterdam 

P/a: 
Archimedeslaan 6 
3584 BA Utrecht 

Internet: www.fortis.com 

http://www.fortis.com













