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The National Bank of Belgium
at the service of society

The tasks carried out by the National Bank of Belgium - at the Belgian, European
or even global level — are first and foremost in the general interest. Some of these
tasks fall within the traditional remit of a central bank, such as:

The National Bank as a company

Putting into circulation and withdrawing ban-
knotes (on behalf of the Eurosystem) and coins
(on behalf of the Belgian Treasury).

Participating in  the preparation of the
Eurosystem’s monetary policy and the imple-
mentation of its decisions.

Carrying out economic and financial research at
the Belgian, euro area and international levels.
These studies underpin both the Bank's own
decision-making and the policy of the federal
government and other levels of government in
Belgium.

Drawing up the Belgian balance of payments, fi-
nancial accounts and statistics relating to financial
markets and institutions.

Working to maintain financial stability.
Supervising, within a European framework, finan-
cial infrastructures established in Belgium.
Managing, within a European framework, central
bank settlement systems, large-value interbank
transfers in euros and other transfers in euros.
Providing advice to public authorities, both regu-
larly and on a periodic basis.

In carrying out the above activities, many of the Bank’s repre-
sentatives sit on international bodies such as the IMF, the Bank

for International Settlements, the OECD, the ECB, the Single
Supervisory Mechanism, the three European supervisory authorities

(the European Banking Authority or EBA, the European Securities

and Markets Authority or ESMA, and the European Insurance and
Occupational Pensions Authority or EIOPA) and others. The Bank
also assists and advises the Belgian public authorities, in particular
through the Council of the European Union and Belgium’s Permanent

Representation to the EU.

Printing banknotes was long one of the Bank’s core activities, but
as the purchase of banknotes proved more efficient, the Bank
ceased its printing operations in 2019. Since then, the Bank
has purchased banknotes from the Portuguese and Austrian
central banks.
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Over time, the government has entrusted the National Bank with other
tasks, so that it now plays a unique role in the Eurosystem.

®  Acting as State cashier, since 1850.

= Ensuring the prudential supervision of credit insti-
tutions, stockbroking firms, settlement and clea-
ring institutions, electronic money institutions and
insurance companies, whether or not in coopera-
tion with the relevant European bodies.

= Performing tasks as the national resolution autho-
rity within the Single Resolution Mechanism of the
banking union.

= Ensuring the continuity of the country’s financial
sector and crisis management.

INEARNERN

Producing statistics on public
finances.

Managing a platform to collect and
publish the annual accounts of most
legal entities active in Belgium.
Operating the Individual Credit Register, the
Corporate Credit Register and the Central Point
of Contact (CPC).

Analysing microeconomic data on companies,
industries and economic operators in general.
Operating a securities settlement system for fixed-

= Preparing the national and regional accounts. income financial assets.

Maintaining economic relations with the country’s main socio-
economic players (employers, employee representatives, trade
associations, professional organisations, academia, local au-
thorities, etc.) is and remains one of the Bank’s main tasks.
To this end, it acts as secretary of the Belgian Financial Forum,
which organises conferences, debates and symposia in Brussels and
within its 11 regional committees. The aim of the forum is to stimu-
late economic and financial reflection, bring together professionals,
public authorities, academics and business people, and serve as
a conduit for the spread of economic and financial knowledge and
information.

The Bank also strives to make an active contribution to financial
education in Belgium and operates a museum that is open to
the general public.




The National Bank of Belgium
in 2023 in a few figures

73 931 LA

Belgian franc banknotes _
exchanged for a value of most attractive

1 871 040 euros employer
: in Belgium according to Randstad
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notes deposited
with the Bank totalling
19 925 280 790 euros

withdrawn from circulation
or 16 per million banknotes
(estimate)

14 Cl—imn

meetings of

the Governing Council
attended by the Bank’s governor

> 52720

followers on Linkedin, X,
Facebook and YouTube

32 873

visitors to the Museum @
(@ record number)
10257046
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A year marked by
inflation and implementation
of the Bank’s Strategy 2025

Central banking in times of inflation

A central bank carries out a wide array of tasks,
such as ensuring the circulation of money in the
country and the security of (cash and digital) pay-
ments. The NBB monitors the health of financial and
payment institutions in order to reduce the risk of a
financial crisis. It also carries out numerous studies
and collects important statistical information that
sheds light on the economic situation and outlook.
However, one of the NBB’s main tasks is to control
inflation so that money retains its value. In this
way, the Bank creates the confidence needed for a
healthy economic climate in which businesses can
invest and households can consume, enabling the
economy to grow.

One of the key objectives of central banks’ monetary
policy is to keep inflation under control. In the euro
area, monetary policy is determined by the Governing
Council of the European Central Bank (ECB). As
the head of a central bank that forms part of the
Eurosystem, the Bank’s governor is a member of the

Governing Council. Together with the other national
central bank governors and the members of the ECB’s
Executive Board, he therefore plays a leading role in
setting the ECB's interest rate policy.

The ECB aims for an inflation rate of 2 % in the medi-
um term. Until 2021, inflation was below this level and
the ECB had to conduct a very accommodative mon-
etary policy to achieve its inflation target. However,
in the wake of the reopening of the economy follow-
ing the Covid-19 pandemic and Russia’s invasion of
Ukraine, a strong wave of inflation swept through the
euro area. Between July 2022 and September 2023,
the Governing Council raised interest rates at each
of its ten monetary policy meetings; 2023 was thus
largely marked by the fight against excessively high
inflation in the euro area.

This chapter provides an overview of what high infla-
tion means for a central bank like the National Bank
of Belgium.

NBB Corporate Report 2023 = The National Bank as a company
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The governor’s role in interest rate
policy

Inflation kept the governor and many of the Bank’s
departments and services busy throughout the year.
In 2023, the governor played an active role in the dis-
cussions and assessments that preceded each interest
rate decision, just as he was of course present when
the ECB Governing Council determined the course of
interest rates and/or purchasing policy. The interna-
tional media consider Governor Wunsch to be hawk-
ish when it comes to monetary policy and believe he
is more inclined to fight excessively high inflation by
raising interest rates.

As a member of the ECB Governing Council, the
governor had to answer questions from the inter-
national media on interest rate policy and inflation
expectations on an almost weekly basis. Following
the IMF Spring Meetings and Annual Meetings in
Washington and Marrakech, for example, the Bank’s
Communications team facilitated the organisation of
interviews between the governor and reputable press
agencies and specialised media outlets.

The governor’s views on the ECB's interest rate hikes
were set out in numerous interviews given to leading
international newspapers such as the Financial Times,
the New York Times and the Bdersen Zeitung.

In the autumn, the ECB organised a meeting be-
tween the governor and around twenty Belgian and
Dutch journalists to explain monetary policy and the

interaction between Frankfurt and the Eurosystem
central banks. This meeting provided an opportunity
for a fascinating discussion on the setting of interest
rate policy and the role of central bank governors in
this regard.

The governor also spoke about monetary policy at
several international conferences. In the early spring,
he was invited to take part in “The ECB and its
Watchers” event in Frankfurt, while in the autumn
he was a panellist at the Frankfurt European Banking
Congress. Finally, when he presented the Bank’s an-
nual report to the Finance Committee, the governor
dwelt at length on monetary policy and inflation.

The Bank prepares interest rate
policy

The governor can count on the support of the Bank’s
many experts in Brussels when preparing for mon-
etary policy meetings. He can thus form an opinion
based on their advice and is well equipped to take
part in monetary policy discussions. These experts
include monetary policy specialists in the Economics

Governor Wunsch spoke at, among other events, the 33 Frankfurt European Banking Congress and the annual “The ECB and its Watchers”

conference, also held in Frankfurt.
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and Research Department and staff from the
Financial Markets Department, the Legal Department
and the International Coordination and Eurosystem
Department. The Communications Department keeps
a close eye on the international media, so that the
governor is kept informed of statements made by his
peers to the press or on social networks. This prepa-
ration is discussed in more detail later in this report
(see section 1.3.2).

The impact of inflation: study and
follow-up

Twice a year, the Bank’s Economics and Research
Department publishes economic projections for
Belgium, based on its own models. These projec-
tions are traditionally released in June and December.
Inflation and the effects of interest rate policy on
purchasing power or on the property market following
the rise in mortgage rates, the risks of recession and
the impact of inflation-induced wage indexation in
Belgium are obviously important themes. The Bank’s
economic projections for Belgium also supply the euro
area data on which the ECB bases its interest rate policy
discussions. This past year, the Economics and Research
Department also investigated whether Belgium had
experienced “greedflation”. Based on an analysis of
microdata from several thousand Belgian companies, it
concluded that, in general, companies had not sought
to make excessive profits by raising their prices faster
than the rise in their production costs.

In its capacity as the financial sector supervisor, the
Bank also closely monitored the impact of inflation
on financial institutions (banks and insurance compa-
nies). To find out more, see the section of this report
on supervisory activity.

Interest rates on savings accounts

The ECB's key interest rates obviously strongly in-
fluence market rates, which help to determine the
interest rates charged by Belgian banks to borrowers
and the interest banks themselves pay on current and
term accounts. Several years of low policy rates kept
the interest rates charged by banks at historically low
levels in recent years. Following publication of the
Bank’s annual report in March 2023, the governor
stated that, in view of the ECB’s rate rise, banks cer-
tainly had room to raise interest rates on savings and

I Hl 1S

Prgjechions de phntemps 2

de ia BNE

NER voofpaamiamsngen 2003

Vice-Governor Steven Vanackere shed light on the spring 2023
economic projections for Belgium during a webinar.

term accounts. However, he also pointed out that
Belgian banks had many loans with low, fixed rates
and long maturities on their balance sheets and that,
as a result, the interest rates on savings could only be
raised gradually. This point was widely discussed in
the press and political circles.

In order to oblige banks to increase their interest
rates more quickly, Parliament proposed linking the
minimum interest rate on savings accounts to an ECB
policy rate or the yield on ten-year Belgian govern-
ment bonds. The Bank, as the supervisory authority
responsible for ensuring the health of the financial
sector, was asked to give its opinion on these legisla-
tive proposals. It concluded that such initiatives pre-
sented risks for the profitability and stability of Belgian
credit institutions. The governor explained the Bank’s
opinion at a hearing before the finance committee of
the Federal Parliament.

The new State note

Over the summer, the finance minister decided to
put pressure on banks to raise their interest rates by
issuing a one-year State note that benefited from ad-
vantageous tax treatment. The Bank’s opinion on this
note was also sought. Belgians subscribed massively,
which led to a sharp fall in household bank deposits.
The Bank, in its capacity as the supervisory authority,
monitored the situation closely. Both the governor
and the vice-governor gave interviews on the subject.

NBB Corporate Report 2023 = The National Bank as a company
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Behind the scenes, the Bank’s Financial Markets
Department played a key role in issuance of the
State note. The Payments and Securities Department,
for example, created a bond in NBB-SSS, the Bank’s
central securities depository. The Front Office closely
monitored the participation of certain banks in short-
and longer-term refinancing operations. The Financial
Markets Department also kept a watchful eye on
liquidity standards between payment platforms and
answered questions from banks on lending facilities.
The Back Office examined the effects of the liquidity
provided by monetary policy on collateral (i.e. securi-
ties deposited by banks borrowing from the central
bank). Finally, CASPER, the Bank’s application that
makes payments and manages the government’s ac-
counts, made daily entries and checked the balance
at the end of each day of issuance.

The impact of rising interest rates on
payment defaults

A rise in interest rates on mortgages or consumer
credit can impact households’ ability to pay back
their loans, especially if they have borrowed at var-
iable interest rates and now face higher repayment
costs. The Bank’s Individual Credit Register records all
loans extended by financial institutions in Belgium,

The National Bank as a company = NBB Corporate Report 2023

including those granted to businesses. If a loan is
not repaid, the lender is obliged to notify the Bank,
which will result in the borrower being placed on
the blacklist of bad debtors. Monthly statistics are
compiled based on the information recorded in the
register. The Bank therefore has a very precise idea
of the number of defaulting debtors in the country
and can quickly assess whether a rise in interest rates
on loans is putting Belgian households or businesses
in financial difficulty. The good news is that this was
not the case in 2023. As three quarters of mortgages
in Belgium are fixed rate, the impact of the ECB’s
interest rate hikes has been limited. The number of
defaults actually fell slightly last year. These statistics
and more information can be found on the Central
Credit Register pages on the Bank’s website.

Conferences and debates on inflation

The Communications Department helped organise
several debates and conferences on the subject of
inflation and interest rates in 2023. The Bank’s ex-
perts spoke on subjects such as the repercussions of
inflation and Belgian wage indexation on the compet-
itiveness of Belgian firms, the impact of inflation on
businesses and households, inflation and its effects on
purchasing power, and the risk of recession caused by
the tightening of monetary policy.


https://www.nbb.be/en/central-credit-registers/individual-credit-register-icr/about-icr/icr-figures/statistical-report

Continued implementation of the Bank's
Strategy 2025 and the development of

a prudential strategy

Strategy 2025 and its follow-up:
“Ability to execute change”

Faced with a host of challenges, the Bank launched a
number of cross-cutting projects. Given their number,
it was decided to favour an ad hoc or project-based
approach, without losing sight of the need to make
the Bank more agile in the face of a rapidly changing
world.

Efficiency, cost and performance
management

The Bank faces significant workforce challenges, with
around 30 % of its staff set to retire in the next few
years. While this represents a challenge, it is also a
key factor in increasing the Bank’s overall efficiency.
Each department is responsible for identifying and
launching a series of efficiency-enhancing initiatives
to provide budget headroom.

A new performance management dashboard will be
launched in 2024, aimed in particular at senior man-
agement. The tool will provide new indicators on the

Bank’s recurring activities (e.g. supervision, economic
analyses) as well as on cross-cutting functions (HR,
finance, risk management). These indicators will be
monitored on an annual basis. The new dashboard
will complement the existing reports drawn up by
various departments and services, as well as the dash-
board used to implement the Bank’s Strategy 2025.

These initiatives are designed not only to meet the
challenges of mass retirement but also to modern-
ise and optimise processes, thereby creating oppor-
tunities for long-term efficiency gains across the
organisation.

Finance and Strategy
Department

The Finance and Strategy Department
provides cross-cutting support to the Bank’s
stakeholders on financial information and
management.

Its role goes beyond financial management
and extends to providing senior management,
departments and services with the methods,
tools and resources they need to establish and
implement strategy, stimulate innovation and
increase management efficiency.

The department is also responsible for cor-
porate  account-
ing and the
administrative
handling of all
purchases.

NBB Corporate Report 2023 = The National Bank as a company
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To act thoughtfully

The midpoint in implementation of the strategic plan

The Bank aims to be a modern central bank at the service of society and at the heart of the Eurosystem. To
realise this ambition, it devised a strategy for 2025 focused on four missions and three strategic objectives
which it intends to achieve through 12 themes.

. To be a modern central bank at the
service of society, at the heart of the Eurosystem

To ensure financial
stability and supervise
the financial system

To guarantee safe
cash and efficient
payment systems

To safeguard
price stability

1. Engagement with stakeholders and society
2. Ambassadorship

3. Efficiency, cost and performance management
4. Risk management

5. Ability to execute change
6. Enterprise Data Management
7. Digital transformation

8 Innovation

9. Corporate social responsibility

10, IMMO

1. Culture/New Ways of Working

12, Human capital management/employer branding

To provide economic
and finandial data

and analyses

With respect and
in confidence

2023 is the midpoint of the Strategy 2025. In implementing this
strategy, the Bank faces four major challenges:

1. The retirement of more than 25 % of its workforce by 2025.
2. The standardisation and digitalisation of internal processes.

3. A series of crises and a rapidly changing environment
(flooding in Wallonia, the Ukraine crisis, high inflation, etc.).

4. The need to clearly delineate the Bank’s public advisory
role, as its advice and expertise are increasingly being sought
on various subjects that are sometimes far removed from its
core missions.

Given these challenges, how has the strategy been implemented thus far and what are the results?

Twice a year, the strategy team organises a strategic review for the Board of Directors, senior management
and those responsible for the twelve cross-cutting themes and three of the four strategic missions (monetary

policy is the responsibility of the ECB).

Halfway through the strategic plan, steady progress has been made on the various projects. Of the 311 ac-
tions undertaken, 39 % have been completed and 45 % are in progress. It should be noted that, compared
with 2022, actions relating to prudential supervision have been added following the completion by the
prudential departments of their strategic plan.

At the same time, a number of initiatives have

been launched, including a business architec- WGW o :
ture project aimed at describing the Bank’s Ol{r halfway Ctober 2023 -t"l-
key activities and compiling an inventory of g:;’?;z"sﬂm: 311
over 700 underlying processes. The next s"abeﬂiﬂrmion s et s i 53--m.-m,,u_
strategic reviews are scheduled for mid- st r20 thize,
June and early October 2024. The aim o o Al Mecitteg sy ony-
will be to take stock of what has been Tl
achieved thus far and what remains to Efmmmu_
be done, before looking ahead to the v i g 4
next challenges. NI ?
\):f,:__-‘:"-- —
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Under the banner of innovation

Innovation is one of the 12 themes of the
Strategy 2025. The aim is to strengthen the Bank’s rel-
evance, efficiency and social responsibility. Convinced
of the need to increase cooperation between the
Bank’s various departments and their commitment to
innovation, the Board of Directors approved at the
start of the year an action plan consolidating the ideas
and proposals of each entity.

The Innovation Board

A strategic body composed of key members from
all of the Bank’s departments, the Innovation Board,
which was set up in 2022, continued to guide and
spur innovation efforts throughout the year. The
constant support of its Steering Committee, whose
members are the innovation officer, the head of the
IT department, the chief data officer (CDO) and the
project portfolio manager, was essential in ensuring
that initiatives were aligned with strategic objectives.

One of this year's new developments was the creation
of an “ideation room”, an environment dedicated to
creativity. A wide range of sessions was organised
there, from simple brainstorming to project devel-
opment and look-back exercises. This new space is
intended to ensure and optimise collective stimulation
and creativity.

Putting innovation to the test

The commitment to innovation has been consolidated
within the Bank through a case-based approach to
allow new technologies to be tested, explore inno-
vative ways of working and adopt forward-thinking
solutions.

The "innovation intake funnel”, introduced in 2022,
confirmed its central role in formalising the process
to identify, evaluate, launch and document innova-
tive cases.

An “initiative hub” has been set up to optimise the
sharing of innovative ideas and proposals within the
Bank. It ensures comprehensive follow-up of the pro-
ject development process, from preliminary analysis
to development and final deployment. This approach
has strengthened the Bank’s ability to manage from
start to finish the lifecycle of innovative projects, thus
fostering a dynamic culture of innovation.

Several tools were tested:
= A supervision and inspection method using ad-
vanced data analysis techniques for prudential

supervision.

= |oT (Internet of Things) solutions to test, under-
stand and analyse systems likely to be used within

yZ7,

ol et o
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the Bank to optimise energy consumption, moni-
tor the use of workspaces, etc.

= Production of a chatbot to answer questions from
external users of the Central Balance Sheet Office.

= An automated solution for financial market pay-
ments that allows the processing time for ISIN
code generation to be reduced and increases
transaction quality.

Faced with the technological revolution embodied
by the advent of ChatGPT and the expansion of LLM
(large language model) solutions, an initiative was
launched to:

= Demystify technology, its scope of applications
and constantly evolving functionalities

INNOVAT ION
WEEK i o
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= Test technology by developing use cases; a first
case is being developed for the prudential services,
to facilitate the search for decrees, laws, regula-
tions and circulars.

= Put in place the infrastructure and environment
needed to support technology, while assessing
IT impacts and associated risks.

= Define a legal framework for the use of these
technologies within the Bank, to ensure that gen-
erative Al is used appropriately, protect confiden-
tial data and avoid security breaches

Communication and a culture of innovation

Special efforts have been made to promote a spirit of
innovation within the Bank:

1. The Innovation Forum, set up in 2022, has been
enriched through the sharing of new trends as well
as by reports, conferences, use cases and so on.
All of these developments are covered in a regular
newsletter sent to staff members.

2. “Design thinking” sessions have enabled certain
departments to analyse their internal challenges
and develop innovative solutions, some of which
are currently being implemented.

3. An innovation week enabled over 400 staff mem-
bers to immerse themselves in the world of innova-
tion, with a particular focus on generative artificial
intelligence, data visualisation, blockchain, decen-
tralised finance, the metaverse and their impact on
the Bank's work.

Outside the Bank

The Bank works closely with Belgian and interna-
tional institutional partners (Belgian universities, the
Eurosystem’s Single Supervisory Mechanism, the Bank
for International Settlements’ Innovation Forum).
Collaboration also continued with other central banks
(De Nederlandsche Bank, the Banque de France and
the European Central Bank, among others). These
partnerships encourage the exchange of knowledge,
co-innovation and the sharing of best practices in the
financial sector.



Digital, influential and efficient: the new prudential strategy

Against the backdrop of an ever-changing financial landscape, the National Bank of Belgium developed
a prudential strategy in 2023 aimed at maintaining its relevance in the years ahead and fulfilling its
societal missions.

This strategy is based on three pillars.

. _/_.

—_/ Pillar 1 — Being a digital supervisor s P,

—\_. ik bRy
: The Bank intends to meet a series of challenges in its supervisory
role and has set itself ambitious targets for the coming years. This
vision reflects the Bank’s commitment to excellence and has been trans-
lated into a roadmap designed to ensure its relevance and efficiency in a
constantly evolving financial sector.

The roadmap sets out four ambitions:
1. Simple digital interaction
By adopting smooth and efficient digital processes, supervisors will be able to focus on their core tasks, so as

to improve regulatory compliance monitoring and risk assessment. This will also promote a more streamlined
operating environment both internally and externally.

Ambition: Supervisory teams will carry out their activities with a focus on digitalised pro-
cesses, ensuring efficient and effective interaction with supervised entities.

2. Analytics to support supervisors

Leveraging big data and advanced algorithms will enable supervisory teams to conduct more accurate, timely

and thorough risk assessments. This data-driven approach will comply with regulatory requirements, enabling
supervisors to make quick and informed decisions.

Ambition: Supervisory teams will harness the power of analytical tools to enhance risk
assessment capabilities, ensuring a proactive and agile response to emerging challenges.

3. Embedding the NBB in the suptech ecosystem

The Bank’s teams will play a central role in the digitalisation of supervision through close cooperation with
other national competent authorities (NCAs) and the Single Supervisory Mechanism (SSM). This approach
positions the Bank at the heart of technological advances in supervision.

NBB Corporate Report 2023 = The National Bank as a company 25



Ambition: The Bank will actively contribute to the development of digital and analytical
solutions, fostering collaboration with NCAs and the SSM to shape the future of supervision
technologies.

4. Staying up to speed with financial sector developments

Anticipating and proactively responding to the challenges arising from fintech developments is a priority.
The Bank’s supervisory teams will adopt a proactive stance to interpreting regulations in the context of new
business and technological models, ensuring that regulatory frameworks are aligned with developments in
the sector.

Ambition: Supervisory teams will adopt a proactive stance to the interpretation of regula-
tions, aligning them with fintech developments to ensure the stability and integrity of the
financial sector.

s

\l/ Pillar 2 - Being an influential supervisor

The Bank aims to play an active role in the Belgian financial sector, while strengthening dialogue with
the entities it supervises, including by:

1. Supporting the strategic objectives of the sectors it supervises and promoting them with key partners.
This involves encouraging initiatives considered strategic in order to make the financial ecosystem more
robust.

2. Maintaining dialogue with supervised sectors on the subject of regulations and their implementation. One
focus area will be support for innovative fintech initiatives (suptech, RegTech, insurtech, PayTech, etc.).

Various initiatives will be launched in order to implement this strategy. These include developing collabora-

tions with the fintech sector and helping link strategic developments in the sector to societal concerns.
Pillar 3 — Being an efficient supervisor

The aim is to improve the Bank’s performance by making new, leaner ways of working the norm across

the organisation and digitising internal processes and relations with supervised institutions. Internally, the

objective is also to develop mechanisms to facilitate the convergence of action plans in accordance with

observed risks as well as with the Bank’s missions and values. A transformation programme has been put in

place to this end.

In conclusion, the Bank’s commitment to a sustainable digital strategy reflects its ambition for excellence and
innovation and its desire to remain a relevant partner in the constantly evolving financial ecosystem.
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News from
the Bank’s various
departments

Furthering knowledge to inform public debate

The fight against inflation triggered by the upheavals
of the post-Covid-19 economic recovery and Russia’s
invasion of Ukraine continued to dominate the na-
tional and international economic landscape in 2023.

Several studies looked at the
economic consequences of an
environment marked by higher
In this context, and building on its work in 2022, the inflation and higher interest rates.
ECB raised rates seven times during the year, pushing
them to their highest level since the single currency
came into being in January 1999. This more restric-
tive monetary policy stance was deemed necessary
to guarantee price stability in the euro area, the
Eurosystem'’s primary objective.

As a member of the ECB Governing Coundil,
Governor Pierre Wunsch participates extensively in
the Eurosystem’s monetary policy decision-making.
To this end, he draws on the detailed analyses of eco-
nomic and financial developments in the euro area
carried out by the Bank’s Economics and Research
Department.
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A higher interest rate environment

In addition to the economic analyses and cutting-edge
research that underpin monetary policy decisions,
several studies carried out by the department focused
on the economic consequences of an environment
marked by higher inflation and higher interest rates.

Economics and Research
Department

The Economics and Research Department
consists of various teams dedicated to mac
roeconomic analysis and research. The fifty or
so economists who work in this department
boast expertise covering a wide range of sub-
jects, from monetary and fiscal policy to labour
economics, the real economy, competitiveness,
financial economics, international economics
and macroeconomic modelling.

On the one hand, the Bank’s economists are
responsible for producing detailed analyses
leading to economic policy recommendations.
Their work thus contributes to the shaping of
the Bank'’s stance on monetary and macropru-
dential policy, public finances and structural
reforms.

In addition, they inform the public debate on
economic and financial developments in order
to highlight economic policy choices and pro-
mote coherent decision-making.

Lastly, they ensure their work is communicated
as clearly as possible to the general public. In
this way, they provide citizens with information
about the country’s economic developments
and the challenges that lie ahead.
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An article published in the Bank’s Economic Review
showed that, despite the strong inflationary surge
that hit the euro area, inflation expectations for the
medium and long term (five or ten years) remained
close to the ECB’s 2% target. In other words, the
rapid rise in inflation since 2021 was largely seen as
temporary, not least because the ECB's credibility in
maintaining price stability remained strong.

Another article demonstrated that the monetary pol-
icy tightening orchestrated by the Eurosystem be-
tween July 2022 and September 2023 had been
transmitted fairly evenly across euro area countries.
As a result, it did not rekindle concerns over the pos-
sible splintering of the euro area.

Other studies looked at firm-level behaviour in this
particular economic context. One analysis found that
price increases essentially reflected rises in input costs
and that, in general, firms had not been taking ad-
vantage of the inflationary climate to pad their prof-
it margins to the detriment of consumers. Another
study shed light on the fact that the much higher
level of energy inflation seen in Belgium in 2022,
compared with Germany, was partly due to electricity
price formation mechanisms. It also noted a link with
the measure of inflation being used, which in Belgium
reflects only the prices of new electricity contracts.
Other research highlighted the effects of inflation on
public finances, such as a temporary fall in the debt-
to-GDP ratio.

A communications push

To make its work more accessible to the general pub-
lic, the NBB has expanded its communication chan-
nels in recent years. The Economics and Research
Department is resolutely committed to this objective,
through its numerous contributions to the Bank’s
blog and the production of webinars and short vide-
os, among other activities.

In 2023, the department produced blog posts on in-
terest rate trends; the winner of the 2023 Nobel Prize
in Economics, Claudia Goldin; Belgian household
wealth; climate-related issues; and inflation. These
publications are intended to be more topical and
"accessible” than the department’s other output,
such as articles for the Economic Review and
working papers, and help to clearly and concise-

ly decipher current events.



Topics covered by webinars included the impact of
high inflation on households and businesses, the eco-
nomic consequences of artificial intelligence, and the
economic strengths of Brussels compared with other
European metropolitan regions. Webinars are regular-
ly produced in collaboration with other organisations
and institutions.

Key societal challenges

Taking a step back from current economic and fi-
nancial developments, the Economics and Research
Department examined a number of major socio-eco-
nomic challenges affecting Belgium: an ageing pop-
ulation, climate change, inequality, and the digital
and energy transitions. These issues were identified
as priorities in the Bank’s Strategy 2025.

For the fifth time, the NBB coordinated the Belgian
wave of the European Household Finance and
Consumption Survey, which provides microeconomic
data on the financial situation of households.

Finally, for the second year running, the NBB pro-
duced a climate dashboard, gathering information
and indicators relating to climate change and sustain-
able finance. Through this initiative, the Bank aims to
provide the general public with more information on
the impact for the economy and the financial system
of climate change and the transition to net zero.

The Bank’s blog keeps
readers up to date with the
news by deciphering it
clearly and concisely.

Deglobalisation, decarbonisation and
digitalisation

Following the 2022 biannual research conference
on the implications of household heterogeneity
for economic policy, the Economics and Research
Department is preparing for its next such conference
in October 2024, which will focus on deglobalisation,
decarbonisation and digitalisation. This event will
look specifically at the impact of these phenomena
on prices, profit margins and business productivity.
Twelve research projects, which are being conduct-
ed with colleagues from other institutions and with
academic researchers, have been selected for the
conference, following a call for proposals by the Bank.

Improving information on

the economic and financial
consequences of climate change
and the energy transition
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"CLIMATE CHANGE
TAKES CENTRE STAGE AT
CENTRAL BANKS"

Thomas STOERK / Climate economist in the Economics and Research Department

Thomas Stoerk is a climate economist in the Economics
and Research Department of the National Bank of
Belgium. In this capacity, he draws on a vast network
that includes European central banks, international in-
stitutions and experts from academia, both in Belgium
and at the European and global levels.

Thomas Stoerk: “I joined the Bank in 2021 as a cli-
mate economist. It's a new role at the Bank, one that
shows that the issue of climate change has become
very topical.

| advise colleagues from my department as well as from
other departments who need advice on climate-relat-
ed issues, in consultation with my colleagues from the
Climate Hub (see below). Sometimes | work directly
for Governor Wunsch who is very plugged into cli-
mate-related issues.”
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A wealth of expertise

“The Bank has set up a Climate Hub, which | co-
chair with my colleague Brenda Van Tendeloo from
the Financial Stability, AML Supervision and Banking
Prudential Policy Department. The hub brings to-
gether around forty colleagues from different de-
partments with a wide range of skills. The aim is to
establish expertise in the field and exchange infor-
mation. To this end, each member is active in various
networks, within the European System of Central
Banks (ESCB) or international institutions, e.g. the
IMF, the European Commission, the OECD or aca-
demia. The result is a centre of excellence, capable
of responding as quickly as possible to any question
relating to climate change.”

Wide-ranging collaboration

“My work is based on research carried out by my
colleagues, on the vast quantities of data collect-
ed by the Bank — which is a true statistical cen-
tre — as well as on collaboration with various recog-
nised specialists, notably from the London School of
Economics, Pompeo Fabra University, Duke University,
Yale University, etc. And | would be remiss if | did
not mention Mirabelle MuUls, Associate Professor at
Imperial College London, with whom | have the pleas-
ure of working regularly in her capacity as a Climate
Research Fellow at the Bank. These various forms of
collaboration enable us to carry out analyses based on
different methodologies.”
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Independent expertise

“The various parties making climate-related poli-
cy recommendations generally draw on their own
analyses which, by definition, are not independent.
Central banks play an important role in this regard by
developing independent expertise. They are well po-
sitioned to formulate proposals to strengthen climate
policies at the EU level, as we have seen in the area
of carbon pricing.”

Central banks and climate change

“Climate-related risks are a matter of concern for all
European central banks. In the long term, it is clear
that climate change will have a pronounced impact
on the economy. In the short and medium term,
central banks are primarily focused on the cost of
decarbonisation. They therefore need to develop
methodologies to quantify its impact, particularly
on price stability and the financial system — which
is fully within their remit. This is how the European
System Climate Change Forum, which ensures con-
sistency in the actions carried out by its members,
came into being. | represent the NBB in the Forum,
along with my colleague Brenda Van Tenderloo from
the Climate Hub.”

An optimistic note

“Ill'end on an optimistic note: central banks are
moving in the right direction, even if their role is
essentially confined to research. Given the measures
adopted at European level, | also believe that the
climate transition is on the right track, but we must
not lose sight of the fact that it is a dynamic process
which needs to be constantly reassessed. There will
always be work to do to ensure coherent and effec
tive climate policy !

“Central banks play

an important role by
developing independent
climate-related expertise.”



Monitoring turbulence

in the global banking system

In March and April 2023, the global financial system
was shaken by turbulence in the banking sector.
Tighter monetary policy and higher interest rates in-
creased banks’ funding costs and reduced the market
value of their long-term fixed-rate assets. As a result,
interest rate, liquidity and other risks materialised at
certain institutions with specific business models, and
the financial markets became increasingly nervous.

To avoid wider financial instability, the US authorities
had to take action with regard to three medium-sized
banks: Silicon Valley Bank, Signature Bank and First
Republic Bank. The systemically important Swiss bank
Credit Suisse also ran into serious problems, which
led to its takeover by UBS. The prudential section of
the Bank’s Annual Report looks in detail at the causes
and consequences of this financial turmoil.!

Tighter controls

This turbulence in the banking sector had repercus-
sions beyond the borders of the United States and
Switzerland. Consequently, the NBB, in its capaci-
ty as the macroprudential authority responsible for
overseeing financial stability, the microprudential au-
thority or the financial supervisor, took the following
measures, among others, to ensure close monitoring
of the situation and to assess the consequences for
the Belgian financial system.

= Market and sector surveillance

The Bank intensified its surveillance of developments
on the financial markets and among fi-
nancial actors. The potential impact

of major events on the financial

sector was documented and
assessed.

1 NBB Annual Report 2023,
p.245.

= Horizontal analyses

The sensitivities and vulnerabilities of Belgian banks
were the focus of in-depth analyses, particularly with
regard to the specific risks that had put foreign
banks in difficulty. These analyses included an assess-
ment of Belgian banks’ exposure to the institutions
concerned, the composition and evolution of their

Prudential supervision
and resolution

Financial Stability, AML Supervision
and Banking Prudential Policy
Department

This department ensures a wide range of
prudential missions and tasks:

= The detection of risks liable to jeopardise
the stability of the financial sector (financial
stability) and the mitigation of these risks
through the use of appropriate macropru-
dential policy instruments.

= Preventive monitoring of systems to com-
bat money laundering and the financing
of terrorism.

L] The definition and development,

at international level, of prudential

standards for banks and

stockbroking  firms

and their imple-

mentation at
national level.
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deposit base, the proportion of deposits covered by
the deposit guarantee scheme, the size and composi-
tion of liquidity buffers, certain components of capital
buffers, and the specific sensitivities of interest rate
risk management.

= Analysis of the impact on financial market
infrastructures

An in-depth analysis of the impact of developments
on Belgian financial market infrastructures was also
carried out.

= Frequent interaction with banks and
financial market infrastructures

In this context, the Bank consulted Belgian banks and
financial market infrastructures regularly, in order to
monitor closely the impact of developments and,
among other things, the risks and liquidity positions
of these institutions.

Intensive cooperation and
communication

International cooperation is crucial in times of finan-
cial turbulence. As such, in its capacity as the super-
visor of major Belgian banks, the NBB maintained
contacts with other authorities, including the ECB
and the Single Supervisory Mechanism (SSM). It was
also in close contact with international bodies such
as the European Banking Authority (EBA) and the
Basel Committee on Banking Supervision, in order
to exchange information and monitor the situation
at international level.

Through regular communication with the cabinet of
the finance minister, the NBB ensured that the gov-
ernment was kept informed of developments and
the possible implications for the Belgian financial
system, while the IMF, which was carrying out its
periodic review of the Belgian financial sector as part
of the Financial Sector Assessment Programme, was
also kept up to speed.

Recent events underscored the need for a resilient
banking system, supported by an effective gov-
ernance structure, sound risk management, robust
regulation and rigorous financial supervision. Cross-
border cooperation remains essential, while central
banks and supervisory authorities must adapt in
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order to be able to act quickly, step up their mon-
itoring of financial markets and institutions and,
where necessary, take crisis measures.

Analysis of the Belgian fintech sector

In 2023, the National Bank conducted a study of
the Belgian fintech sector, which involved extensive
interaction with both national financial authorities
and players in the field. Various services and de-
partments from across the Bank contributed to this
exercise, with the prudential departments and the
Economics and Research Department pooling their
expertise.

In 2023, fintech was identified as a possible strategic
sector by the federal government. Belgium has sev-
eral major advantages in this respect, including the
presence of key structural players on its territory and
the advanced degree of digitalisation of the financial
products and services offered by Belgian banks. The
federal government wished to identify the potential
of the sector for the Belgian economy and any levers
that could be used to strengthen Belgium’s position
in the global fintech market and optimise the condi-
tions to carry out fintech activities domestically. The
Bank’s study entailed both quantitative and qualita-
tive analyses.

The quantitative dimension: mapping the
sector

In quantitative terms, the mapping of the sector was
based on a new database integrating various sources:
the National Bank, public administrations, and the
private sector.

A taxonomy of fintech products and services available
on the market was drawn up prior to classifying the
companies identified. Data from the Central Balance
Sheet Office were used to estimate the value added
and employment generated by the sector, as well as
the financial profile of fintech firms.

The resulting mapping identified two main segments
of the ecosystem:

= fintechs offering business-to-business (B2B) finan-
cial solutions, particularly to the financial sector
(Tech4Fin) and



= fintechs active in the payments segment, partly
reflecting the presence of leading international
players in Belgium.

The qualitative dimension: an innovative
and diversified ecosystem that would
benefit from improved connectivity

A qualitative analysis was also carried out through
interviews with representatives from the sector. The
study covered various topics, including market struc-
ture, access to financial, human and technological
resources, and the environment underpinning the
fintech ecosystem.

These exchanges initially involved Belgian and inter-
national financial institutions with which the Bank
maintains regular dialogue as part of its prudential
remit (e.g. banks, insurance companies, payment
institutions). However, as the sector is broader, the
scope was extended to other key actors, such as

start-ups, incubators, venture capital funds and oth-
er investors.

It appears that the Belgian ecosystem benefits from
a pool of talent and cutting-edge technological skills,
due to the quality of Belgian scientific research and
its specialisation in promising areas for the future
development of digitalised financial services (i.e. cy-
bersecurity, artificial intelligence, quantum comput-
ing, etc.).

Nevertheless, the scaling-up of start-ups to the
growth and acceleration phase remains complicated.
More could therefore be done to match start-ups
with private and public funds that suit their profile.

Lastly, regular exchanges and consultation with the
FSMA, as well as meetings with the cabinets of
several government ministers, were organised in line
with a roadmap and predetermined timetable. The
results of the study will be published by the Bank
in 2024.
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The National Bank plays a central role
in the IMF’s five-yearly assessment

According to the findings of the five-yearly IMF assessment of the Belgian financial system carried out
in 2023, the Belgian financial sector proved resilient to the shocks of recent years and remains well cap-
italised and profitable. The Bank played an important coordinating role in this exercise and was satisfied
with the results.

In 2023, the IMF assessed the Belgian financial sector and the quality of the supervision thereof. This ex-
ercise formed part of the IMF’s Financial Sector Assessment Program (FSAP), which aims to assess the
robustness of the local financial sector and provide countries and supervisory authorities with recom-
mendations on how they should operate, particularly in the event of a financial crisis. In this context, the
Bank presented its analyses and concerns to the IMF. As such, this was more of a collaborative exercise
than a crisis review or simulation. The FSAP is in addition to the IMF's annual Article IV consultations,
which focus on economic and fiscal policy.

The FSAP entails an in-depth examination of a country, focusing on financial stability, specifically the
local financial sector, the statutory framework, the institutional framework and how supervision is
exercised in practice. The Bank, in its capacity as the country’s financial system supervisor, was closely
involved and played a coordinating role.

Belgium is one of more than 30 countries that are required to undergo an FSAP every five years. The last
such assessment took place in 2017. Belgium falls into this group due to the fact that it is home to a rel-
atively large financial sector and important financial market infrastructures (such as Swift and Euroclear),
meaning domestic problems could have repercussions for the global financial system.
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Three pillars

The FSAP is based on three pillars which together provide an overview of the general state of
the financial system, the supervision thereof and its resilience in the event of a crisis.

How is the financial system faring?
IMF experts use so-called stress tests to assess the health and resilience of the
financial system. They also examine the main risks to financial stability.

International standards and best practices
The second pillar of the FSAP includes an evaluation of the prudential framework
and policy, as well as (inter)national supervision.

A | ()

Crisis management and safety nets
The third and final pillar of the FSAP entails an assessment of local financial safety
nets and crisis management.
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A dual role

The Bank acted as the in-country point of contact for the IMF and Belgian stakeholders and helped coor-
dinate the organisation of some 200 face-to-face meetings. In practice, the entire process lasted for more
than a year, from the initial phase in September 2022 to publication of the results in December 2023.
The review also included a virtual exploratory mission at the end of 2022 and two in-person three-week
missions to Belgium and Frankfurt in March and June 2023.

At the end of this process, the IMF delegation sent its provisional conclusions to the Belgian and European
authorities and drew up a detailed assessment of the stability of the Belgian financial system.

Challenges and recommendations

According to the IMF's final report, the Belgian financial sector proved resilient to the shocks of recent
years and remains well capitalised and profitable. Belgian banks, insurance companies and investment
funds are also capable of absorbing severe macro-financial risks and shocks.

Alongside this generally positive assessment, the IMF pointed to a number of challenges that need to
be addressed. In its recommendations, it calls specifically for greater alignment of the Bank’s powers
to set macroprudential policy with its financial stability mandate and points to possible improvements
to financial sector supervision and financial crisis management in Belgium.

>
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The NBB's prudential departments will now examine the sixty or so recommendations related to the su-
pervisory framework and, if they deem them feasible and necessary, will implement them in the coming
years. The IMF will address these recommendations again during Belgium’s annual Article IV consultation
and assess the progress made by the Bank in implementing them, prior to carrying out another in-depth
review during the next FSAP in five years' time.

The National Bank at the centre of cooperation

The assessment was overseen by the Bank’s Financial Stability, AML Supervision and Banking Prudential
Policy Department and International and Eurosystem Coordination Department. The prudential services,
Legal Service, Economics and Research Department and Resolution Unit also provided support. Other

organisations were also involved in the review:

= Belgian authorities: the FSMA, the FPS Finance, the cabinet of the finance minister and the
Guarantee Fund;

= European authorities: the ESM and the ECB.

e < g

[V 4

) L

38 The National Bank as a company = NBB Corporate Report 2023



Creation of a centre of expertise for
crisis management in the context of

banking supervision

In the euro area, banking supervision is ensured by
the SSM, which is based on cooperation between the
ECB and the national supervisory authorities. The ECB
directly supervises all significant institutions (Sls), with
the assistance of the national supervisory authorities.

In 2023, the Bank participated in nine joint supervisory
teams (JSTs), which carry out off-site supervision of
significant Belgian institutions under the direction of
the ECB. In addition, Belgian inspectors are involved

Prudential supervision
and resolution

Department for the Prudential
Supervision of Banks and
Stockbroking Firms

As the national supervisory authority, the
Bank is responsible for the micro-pruden-
tial supervision of banks in the context of
the Single Supervisory Mechanism (SSM) as
well as of stockbroking firms. The depart-
ment for the Prudential Supervision of
Banks and Stockbroking Firms carries out
this supervisory work both off-site and on-
site and also examines internal models, with
a particular focus on solvency, liquidity, the
business model and governance.

in the on-site supervision of Belgian Sls, as well as
other Sls based in the euro area, through cross-border
SUpervisory missions.

The national supervisory authorities continue to
supervise less significant institutions (LSIs) directly.
However, the ECB reserves the right to resume direct
supervision to ensure the consistent application of
supervisory standards.

2023: creation of a centre of
expertise for crisis management

In 2023, the Board of Directors reviewed the Bank'’s
strategy in terms of its prudential supervisory
powers.

This evaluation revealed that it is essential to pool
knowledge and expertise more effectively in the
surveillance and prudential oversight of financial
institutions subject to enhanced supervision. This
applies to both the substantive and procedural as-
pects of such supervision.

Financial institutions can run into difficulties for a
wide variety of reasons: problems relating to sol-
vency, liquidity or profitability, but also concerning
their organisation, management and administration,
internal controls, fraud or compliance with statutory
and regulatory provisions.

In such situations, the supervisory authority has a

wide range of powers allowing it to act quickly and

thoroughly. In this respect, it is essential not only

for the supervisory authority to have direct access

to operational resources but also to be able to
support its actions with in-depth and reliable
financial and legal analyses.

NBB Corporate Report 2023 = The National Bank as a company



40

A wide range of tasks

= Preparing protocols for cooperation with
relevant departments within the Bank,
such as the Resolution Unit and the
Operational Risk Management Unit (pay-
ments, liquidation, etc.).

= Drafting a crisis management manual de-
scribing processes, the development of op-
erational scenarios, governance within the
Bank, recourse to external support and the
establishment of contact lists, the policy
on post-mortem analysis, etc.

= Establishing and maintaining contacts with
the relevant Belgian, foreign and interna-
tional competent authorities.

= Providing crisis management training.
= Taking part in testing exercises.

= Acting as a point of contact for external
parties.

= Providing operational and technical sup-
port to teams dealing with the various
aspects of crisis management.

To support the centre of expertise in its initial
phase, the Board of Directors has assigned a
legal position to the department for a tempo-
rary period (of two years).

The choice of a single centre of
expertise

While other supervisors have chosen to entrust
the oversight of institutions subject to enhanced
supervision to specific departments, the Board of
Directors decided to create a single centre of ex-
pertise. Its mission is to enhance operational pre-
paredness for crisis management, to establish a
crisis ecosystem that builds strategic alliances with
various stakeholders inside and outside the Bank,
and to bring together the knowledge, experience
and documentation needed to deal effectively with
complex crises.

The centre of expertise will provide support to the
operational supervisory teams when an institution
under their supervision encounters serious problems
that could lead to the restriction or even withdrawal
of the institution’s licence and/or jeopardise compli-
ance with its obligations. In addition, the centre will
serve as a link between prudential supervision and
the resolution process in the event of the failure or
likely failure of a credit institution that requires the
intervention of the resolution authority.

In order to implement the decision of the Board of
Directors, a team from the Prudential Supervision
of Banks and Stockbroking Firms Department was
entrusted with drafting terms of reference and an
action plan for the centre of expertise.
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Artificial intelligence and prudential supervision:
“If it works, it works!”

Given the increasing use of artificial intelligence in commercial banking, the Bank is developing its own
tools to make inspections more efficient.

The Bank is increasingly developing Al-based tools for use by prudential supervisors, both to analyse
the credit risks of commercial banks and to detect atypical behaviour or transactions as part of AML
inspections. The experience gained not only strengthens supervisory activities but also allows supervisors
to better understand commercial banks’ business models.

How does an approach based on artificial intelligence (Al) differ from
traditional models?

Vincent Sapin, head of on-site inspectors for internal models: “The traditional approach relies on sim-
pler, more comprehensible models, which generally focus on a limited number of variables. Al-based
models, on the other hand, place the emphasis on predictive performance, sometimes to the detriment
of transparency. They are based on large quantities of data, which requires a great deal of computing
power. The pragmatic approach — if it works, it works — allows the use of unconventional data, such as
text or images from social media.”

Why use Al?

“Because these complex models are often more efficient and commercial banks are using them
more and more. As supervisors, we have to be proactive! In addition, the development of such
techniques allows us to improve our inspections. We can also become more familiar with the
technology and better understand how banks can take advantage of these developments, while
mitigating the additional risks associated with these models.”

But there are two sides to every coin.

“Al provides more accurate predictions, but it doesn’t make it possible to determine
the criteria on which they are based. This lack of clarity presents certain risks.
A model that performs well on average across the whole population could
still make biased or unethical decisions, such as refusing loan applications
on the basis of an applicant’s gender or ethnic origin, without prior explicit
consideration of these criteria. Due to the complexity of the model, it may

be difficult to identify the grounds on which the refusal is based, which
can give rise to reputational risks.



Another example is what we call ‘'model deviation’,
that is performance degradation after deploy-
ment. In principle, an expert could remedy this.
But how can you improve a model if you don't
understand how it works? In other words, how
can a risk manager validate the use of a model
that they don’t fully understand? In this respect,
it is important to stress that such problems also
apply to conventional models, to a certain extent.
This is also why we are working with our colleague
Kris Martens (head of off-site supervision) to de-
velop supervisory expectations for the use of these
models by banks.”

Who is responsible for these What does ChatGPT have to say?
developments?

“The use of artificial intelligence raises
“These developments are put into practice by ethical issues, particularly with regard to
teams of on-site and off-site supervisors, with the the protection of privacy and liability in
support of the Bank’'s Data Science Centre and the event of harm caused by algorithmic
Innovation Board. This cooperation between su- decisions. Banks must use it responsibly
pervisors and experts from outside banking super- and transparently, ensuring that decisions
vision fosters the creation of synergies and enables are fair and impartial.”

rapid progress to be made.”

Do you work with other supervisory authorities?

“Technology is evolving rapidly, so it's important to keep abreast of progress within the supervisory
community. This leads to enriching exchanges, including outside the SSM. With this in mind, represent-
atives from the Bank’s various prudential departments meet periodically within the NBB SupTech team.
This enables them to stay informed of new trends in the various areas of supervision and to respond to
staff needs. One result of this is the development of a chatbot project on prudential regulation, which
is currently the subject of a feasibility study.”
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Prudential supervision of insurance and reinsurance
companies in uncertain times

Throughout the year, the Bank closely monitored the
impact of interest rate fluctuations, inflation and de-
velopments on the financial markets on the insurance
and reinsurance companies under its supervision.

Rising interest rates have impacted
insurers’ business model

On the one hand, life insurance companies are facing
greater liquidity risk as higher interest rates could
lead some households to surrender (or let lapse) life
insurance contracts concluded at low rates in order to
switch to investments that have grown more attrac-
tive, at a time when the value of certain assets held
in the investment portfolio of insurance companies is
deteriorating. Conversely, higher interest rates allow
insurance companies to offer higher rates on new
guaranteed-rate life insurance contracts and to rein-
vest in assets with higher returns. Companies regular-
ly touched on these developments and their impact
on asset-liability management in periodic interviews
carried out by the Bank.

The impact of inflation

Inflation impacts not only companies’ overhead but
also the assessment of claims and, gradually, the (re)
pricing of premiums in certain sectors. Monitoring
by the Bank suggests that insurance companies
absorbed the negative impact of inflation relatively
well. The Bank also selected several companies for
on-site inspections focused on this subject, in order
to identify, among other things, best practices in
the management of inflation-related risk by the
insurance sector.

Reinsurance conditions
Ongoing uncertainty, coupled with climate change,

has also had an impact on reinsurance terms and
conditions, forcing companies to accept substantial

rate increases and/or higher attachment points. In
parallel, new reinsurance clauses have emerged. The
Bank monitored these developments in 2023 and will
continue to do so in 2024.

Interaction with key players

Over the past year, the Bank stepped up its interaction
with various key players in prudential supervision to
significantly strengthen its approach to complex files.

Prudential supervision
and resolution

Department responsible for
the Prudential Supervision of
Insurance and Reinsurance
Companies

This department oversees Belgian insurance
and reinsurance companies in order to pro-
tect the rights of policyholders and guaran-
tee the continuity of insurance companies.
[t ensures that these companies, whether
small players, niche actors or large insurers
with an international presence, comply with
regulatory provisions and manage their risks
soundly and prudently.
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Depending on the case, these parties included inde-
pendent directors," other supervisors in the framework
of supervisory colleges, and accredited auditors.

As in previous years, a large number of issues
concerning subcontracting and document retention,
as well as portfolio transfers, were the subject of
operational inspections at insurance companies.
Particular attention was also paid to the adequacy of
life and non-life technical provisions, the preferential
rights of insurance creditors, perpetual inventories,
and cyber risks.

Lastly, in anticipation of imminent legislative changes
affecting systemically important companies or groups,
the Bank proactively initiated discussions on the de-
velopment of pre-emptive recovery plans. It also par-
ticipated in relevant discussions within the crisis man-
agement groups (CMGs) of insurance companies.

Solvency Il Directive

In 2023, progress was made on revision of the
Solvency Il Directive. The Bank'’s experts in pruden-
tial policy for the insurance sector actively supported
the Belgian Permanent Representation to the EU in
this field.

On 22 September 2021, the European Commission
put forward a series of legislative proposals to revise
the Solvency Il Directive. These were intended to ad-
dress the shortcomings of the current system and to
support the EU’s political priorities, such as financing
the post-Covid-19 economic recovery, completing the
capital markets union, and stimulating investment un-
der the European Green Deal. On 17 June 2022, the
Member States agreed on a common approach with-
in the Council of the EU. The European Parliament,
in particular the Committee on Economic and
Monetary Affairs (ECON), also reached an agreement
on 18 July 2023.

On 13 September 2023, the European Parliament con-
firmed the decision to start inter-institutional negoti-
ations, during which the European Commission, the
European Parliament and the Council worked togeth-
er to resolve key issues. Spain led these discussions

Independent directors are directors who do not represent the
company’s shareholders. As such, they provide impartial advice,
take an objective view of the company and ensure discipline and
a sense of responsibility within the board of directors.
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Insurance companies absorbed
the negative impact of
inflation relatively well.

in the second half of 2023, and Belgium took over in
the first half of 2024.

The Bank’s prudential policy experts supported the
Belgian Permanent Representation to the EU in this
matter. This support intensified in the second half
of 2023, in order to ensure a smooth transition be-
tween the Spanish and Belgian EU presidencies.
In December, a political agreement was reached on
the revision to the directive, under the Spanish pres-
idency. However, the technical aspects of the agree-
ment still need to be finalised under the Belgian
presidency by means of a new directive.



Trends and developments in
payments and the digital euro

Payment trends and developments

Chaired by Director Tim Hermans, the National Retail
Payments Committee (NRPC) aims to identify trends
and developments in payments, facilitate the ex-
change of information, and discuss topical issues in
this field.

The committee’s members are active in various sec
tors directly involved in retail payments in Belgium.
Five sub-groups support the committee in order to in-
form its discussions and carry out more specific work.

Back-up payment cards

The number of purchases made using a payment
card increases every year in Belgium. Although cash
is still used for just under half of all transactions,
cards have become an essential part of everyday life.
The aim of the back-up payment cards sub-group is
to identify those actors whose failure could have a
significant impact on the functioning of card pay-
ments in Belgium and to examine the solutions that
would make it possible to cope with the unavailabil-
ity of their services.

These solutions are summarised in a “crisis manual”
intended for key actors. This is not a contingency plan
in the strict sense of the term, but rather an inventory
of solutions and procedures that could be put into
practice if necessary.

Central bank digital currencies (CBDC)

The CBDC sub-group monitors the work

of the European Central Bank and the

Eurosystem with a view to the possi- .
ble introduction of a digital euro. 2
This project forms the object of
a more in-depth article in this

report.

;ﬁf

Instant payments

The roll-out of instant payments in the European
Union has been slow and uneven across Member
States. As a result, the European authorities have
proposed legislation aimed at developing this type of
payment and stepping up its use in order to make it
the new norm.

Prudential supervision and
resolution

Supervision of Financial Market
Infrastructures, Payment Services
and Cyber Risks Department

This department is responsible for the
prudential supervision of payment institutions
and issuers of electronic money, as well as
both domestic and international operators of
central securities depositories established in
Belgium. It also oversees the systems operated
by these infrastructures, as well as payment
systems, payment schemes and certain critical
service providers. The department analyses
IT risks as part of surveillance and prudential
supervision procedures and works to increase
the cyber-awareness and resilience of the
most important financial entities.
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>20 %

instant payments
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The European legislative initiative aims to overcome
the major obstacles to the introduction of instant pay-
ments. To this end, it sets out obligations for payment
service providers, limits costs for users, harmonises
the verification of compliance with sanctions and, to
combat fraud, makes it compulsory to check that the
IBAN matches the name of the beneficiary.

This sub-group’s work focuses on this initiative and
its implications for Belgium, where instant payments
account for more than 20 % of all transfers.
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Cash

This sub-group focuses on the accessibility of cash
and its status as legal tender.

In terms of access to cash, the high point of 2023
was undoubtedly the agreement reached between
the banking sector and the federal government on
access to ATMs.

As it is responsible for the circulation and quality
of cash in Belgium, the Bank developed a model to
measure the accessibility and capacity of the ATM
network (see the article on “Cash” in this report).
The model is based on a European methodology,
refined to take better account of Belgium’s high
population density.

With regard to cash as legal tender, the sub-group
follows the European Commission’s proposal for a
regulation in this area, the aim of which is to ensure
that citizens can pay in cash if they wish to do so.
The proposed regulation defines the concept of legal
tender and sets out the obligations of Member States
in terms of acceptance of and access to cash, as well
as various organisational and procedural aspects (e.g.
the designation of a competent authority, the estab-
lishment of indicators and sanctions, the role of the
Commission in the event of non-compliance, etc.).

Coins

This sub-group is chaired by the General Administration
of the Treasury (FPS Finance), which is responsible for
issuing and financing coins. Its work focuses mainly
on the availability of coins in the economy, with spe-
cific attention given to shortages of certain coins and
the causes thereof, as well as the solutions deployed
by the FPS Finance in response to this issue. Overall,
the stock of coins in circulation in the country should
be sufficient, but coin returns remain too low. In ad-
dition, a shortage of raw materials to meet demand
is delaying the supply of new coins.

The digital euro

The National Bank is actively working with the
European Central Bank and the other central banks
in the euro area to create favourable conditions for
the possible introduction of a digital euro.



The first stage of the preparatory phase for a digital
euro, which began in November 2023, will be com-
pleted in 2025. The aim is to put in place the neces-
sary technical solutions and commercial agreements
for the possible issuance of a digital euro. Depending
on the results of this first stage and the progress
made in the legislative process, the Governing Council
will decide whether to proceed to the next stage,
i.e. operational preparation for the issuance and roll-
out of a digital euro.

A new, independent unit

Since 2020, management of the preparatory phase
has been ensured by a number of working groups
set up by the ECB, such as the High-Level Task Force
(hereinafter the “HLTF”) and the Project Steering
Group (hereinafter the “PSG"), with which the Bank
works closely. The HLTF is responsible for taking
major decisions relating to the functionalities and
intrinsic features of the digital euro, while the PSG
plans and oversees the progress made on the project,

particularly with regard to possible procurement
procedures.

It should be noted that the development of the pro-
ject over the last few years has generated a growing
workload. This led, in the summer of 2023, to the
approval by the Board of Directors of the creation
of a new, independent entity, the Digital Euro and
Payments Policy Unit, falling under the authority of
Director Hermans. This unit consolidates all activities
carried out in this field, in line with the trend seen in
many central banks in the euro area.
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The digital euro would
complement cash,
in an increasingly
digital world.







Interview

“THANKS TO THE
DIGITAL EURQO, PUBLIC
MONEY WILL REMAIN
AVAILABLE."

In October 2023, the Eurosystem launched the pre-
paratory phase for a digital euro. The Bank is also
working on this project, which led to the creation of
a new Digital Euro and Payments Policy Unit. Since
late 2023, the unit has been led by Filip Caron, who
is very familiar with this subject.

ECB

“| have headed the Bank’s Digital Euro and Payments
Policy Unit since 16 December. Prior to that, | was at
the ECB, where | also worked on the digital euro. After
completing my doctorate, | joined the National Bank
in the field of prudential supervision. More specifical-
ly, I was responsible for overseeing Swift (Society for
Worldwide Interbank Financial Telecommunication,
the world’s leading provider of financial messaging
services). | also represented the Bank in international
working groups on digital innovation and digital cur-
rencies. | then moved to Frankfurt because | wanted
to be involved in the digital euro project. | hoped to
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contribute to its design and approach the subject
from a different angle, after having been in a supervi-
sory role. | returned to the Bank as this newly created
unit deals with some interesting issues. I'm pleased to
be able to support this initiative.

During my time at the ECB, when we were still in the
investigative phase, we started considering what a
digital euro might look like. A number of major issues
were raised, including in relation to privacy, the settle-
ment of transactions and user criteria. We carried out
an in-depth analysis at the European level, which now
needs to be completed, including with information
from local markets. This is part of the preparatory
phase, which officially began on 18 October.”

Preparatory phase

“This new phase aims to answer the most important
questions. In which situations will we be able to use
the digital euro? What technologies are needed?
Which infrastructure do we already have ? How much
money will we be able to hold? Are there specific
local needs? Who are the potential suppliers? These
are all questions that our unit will look into. This
requires not only a great deal of analysis, but also
information campaigns targeting future users, such
as individuals and businesses. If the ECB ultimately
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decides to issue a digital euro, major efforts will be
needed to communicate, raise awareness and explain
the subject to the general public.

The ECB has split the preparatory phase into two
stages. An interim review will take place in two years’
time. That may seem like a long time, but there's a
lot of work to do! A project of this scale is incredibly
time consuming. We also have to work with a large
number of partners — all the central banks in the euro
area — and develop a common vision with them.

After these two years, if the project continues, we'll
get down to business. We will then begin prepara-
tions for a smooth launch, before gradually shifting
up a gear.”

A public currency

“The main aim of the digital euro is to ensure that
public money — with its unique and interesting fea-
tures — remains available in the digital age. Everyone
should be able to employ the means of payment of
their choice, one that is relatively easy to use and
adapted to the demands of the modern world. In
addition, the development of strategic autonomy in
Europe is an important aspect.”

A multidisciplinary project

"Fortunately, we are not the only ones working on
the digital euro at the Bank. The idea, with this new
unit, is to work in a more coordinated and structured
way, drawing of course on the expertise of the Bank’s
many entities. For the legal framework, for exam-
ple, which still needs to be further developed, we
are working closely with the Legal Department, of
course, but also with the department responsible for
the prevention of money laundering. There are also
economic, technical and security aspects, on which
we are working intensively with various experts. It's a
multidisciplinary project.”



The digital euro: what is and isn't it?

A complement to notes and coins

The digital euro would complement banknotes and coins. It would therefore be an additional means of
payment for small amounts, alongside cash. This central bank currency issued in digital form would en-
able electronic payments to be made uniformly throughout Europe, free of charge, safely and securely,
whether in shops, online or between individuals. It would also offer the possibility to make payments
offline. The digital euro could be held in an electronic wallet with a bank or public operator.

Not a cryptocurrency

The digital euro would not be a cryptocurrency, as it would be guaranteed by a central bank. Central
banks are responsible for preserving the value of money, whether fiat or digital. Cryptocurrencies, on
the other hand, are neither guaranteed nor managed by a central institution, which makes them risky
and unstable.

Protection of privacy
The protection of privacy is an essential condition for the design of a digital euro. Central banks would

not have access to personal data. For offline payments, only the originator and the beneficiary would
be aware of the transaction.

Phases
Investigative phase Preparatory phase
(0143 Nov Nov
5 0621 5023 Stage 1 2025 Stage 2

Concept definition,
technological explora-
tion, design proposal.

Preparation for development,
selection of service providers,
continued pursuit of techno-
logical exploration, support for
the legislative process.

Once a legal framework for the
digital euro has been established at
European level, a final decision can
be taken.

Universal use

The joint work of the HLTF and the PSG has made it
possible to prepare guidelines for the design and func
tionalities of a possible digital euro. The Eurosystem
conceives of the digital euro as a multi-purpose curren-
cy, one that would be accessible both online and of-
fline, covering all retail payment use cases, instantly and

free of charge (for basic use) throughout the euro area.
Its main applications would include person-to-person
(P2P) transactions, as well as e-commerce and point-
of-sale (POS) situations, allowing payments to be made
in public currency both in-store and online. The digital
euro could also be used for government-to-person
(G2X) or business-to-business (B2B) transactions, in-
cluding the payment of allowances or subsidies.
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Central bank money

Privacy by design

Free for basic use

)
Distribution via PSPs Eﬁ

However, it should be noted that all of these deci-
sions, which are described in greater detail in the
“Economic and financial developments” section of
the Annual Report 2023 are the sole responsibili-
ty of the Eurosystem. They will therefore have to
be confirmed by the European co-legislators: the
Commission, the Council and the Parliament. These
institutions will play a crucial role in the development
of the legal framework for a digital euro, an essential
step to enable the Eurosystem to potentially issue this
new form of currency.

Two sides of the same coin

In June 2023, the European Commission published
the Single Currency Package. This initiative, which is
currently being scrutinised by the European Parliament
and the Council, recognises the importance of adapt-
ing the key characteristics of physical money to the
digital context. More specifically, the draft stresses
the need to adapt the fundamental aspects of phys-
ical money, such as confidentiality, offline use, resil-
ience, compulsory acceptance and a distinct European
identity, to the digital domain. The digital euro would
therefore serve as a complement to cash in a world
that is becoming increasingly digital. This is why the
European Commission also included in the package
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Online/offline usability

- Universal use

Legal tender

provisions on the status of cash as legal tender, aimed
at preserving and protecting the role of cash in our
society.

A socially minded project

In addition to Europe’s central banks and policy-
makers, the common currency and its form — physical
or digital — are a matter of concern for all citizens.
This is why public consultations, discussion groups,
advisory committees, such as the European Retail
Payments Board (ERPB) at ECB level and the National
Retail Payments Committee (NRPC) at Belgian level,
and conferences were organised throughout the year.
The aim of these initiatives was to raise as much
awareness as possible of the project, thereby ensur-
ing inclusive participation that is representative of
society as a whole.


https://www.nbb.be/en/publications-and-research/economic-and-financial-publications/annual-reports
https://www.ecb.europa.eu/euro/digital_euro/html/pubcon.en.html

Preparedness to resolve a banking crisis
without recourse to the public purse

The difficulties encountered by some foreign banks
in the first half of the year were a reminder of how
important it is for the authorities to be prepared to
manage crises. This is one of the National Bank’s
main tasks.

The National Bank carries out its activities as
Belgium’s resolution authority in the framework of
the Single Resolution Mechanism, the second pillar
of the European banking union. Resolution mech-
anisms should enable the authorities to resolve a

Prudential supervision and
resolution

Resolution Unit

The Bank has been designated as the na-
tional resolution authority and must there-
fore — in the framework of the Single
Resolution Mechanism — make preparations
so that credit institutions can fail without
compromising the stability of the financial
system and without the cost falling on
taxpayers. The Resolution Unit acts as
the secretariat for the Resolution Board,
the body within the Bank responsible for
this task, and ensures in particular that
each credit institution has a resolution plan
and meets the regulatory requirements for
resolution.

crisis affecting a credit institution without placing
the burden on public finances and while preventing
the impact of these disruptions from spreading to
the system as a whole. Each year, the Bank draws
up an action plan that reflects both its own priori-
ties and those established for the European banking
union by the Single Resolution Board. The 2023
action plan focused on four areas deemed crucial to
ensuring, if necessary, the handling of a bank fail-
ure without impacting the real economy, affecting
financial stability or resorting to the public purse.

These four areas cover:

1. The preparations made by each banking group es-
tablished in Belgium, as well as stockbroking firms,
to strengthen their resolvability. The National Bank,
together with the Single Resolution Board, ensures
that these groups are sufficiently prepared to apply
resolution tools in the event of failure. This implies,
among other things, the integration of resolvability
considerations into their governance.

2. The development of a statutory and regulatory
framework that is sufficiently robust to allow
failures to be dealt with rapidly. This framework
must, among other things, define preparedness
requirements for credit institutions and stockbrok-
ing firms, including in relation to the structure of
their liabilities.

In particular, at the request of the Council, the
Commission adopted on 18 April 2023 a propos-
al amending certain aspects of the bank crisis
management framework. This proposal focus-

es on the resolution of medium-sized

and smaller banks. In its capacity

as an independent expert, the

National Bank is participating

in the negotiations on these

% initiatives at European level
and will play a leading role
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under the Belgian Presidency of the Council of the
European Union.

. The development of crisis management capability,

based on the drafting of crisis manuals describing
the various steps to be taken, both legal and oper-
ational, to implement the various resolution tools
in a Belgian context.

. The creation of resolution funds, pre-financed

by the sector, to ensure that funding is available
when resolution tools are needed. This funding
essentially takes the form of a European resolution
fund. In 2023, the Single Resolution Fund raised
contributions amounting to €11.7 billion, bring-
ing it to €77.6 billion. Belgian credit institutions
contributed €330.1 million to the fund in 2023,
compared with €447.6 million in 2022.
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At the crossroads of law and finance, the resolution
framework provides a favourable environment for
lawyers and financial analysts to develop their tal-
ents. It requires analytical, conceptual, negotiating
and diplomatic skills, as well as the ability to develop
solutions that must be put into practice in a Belgian
and European environment, working with credit in-
stitutions and the Belgian and European authorities.



Statistics at the Bank:

renewed resilience in a spirit of continuity

In 2023, the General Statistics Department continued
to provide internal and external users with relevant,
high-quality statistics for macroeconomic and mon-
etary policy. At the beginning of the year, the new
head of the department took up his post and, in
September, a new director was given responsibility
for the department.

General Statistics Department

The General Statistics Department plays
a key role in providing figures that are es-
sential to gain a proper understanding of
the workings of the Belgian economy. The
figures produced by the Bank also have a
direct influence on the day-to-day decisions
taken by public authorities, businesses and
citizens. By working with the most recent
data, the Bank keeps its finger on the pulse
of the Belgian economy and its place in
the world. It also contributes to the public
interest and serves society. The Bank pro-
duces and disseminates statistics by focusing
on innovation and relevance, with a strong
European and international dimension, in
order to guarantee quality and reliability. In
this way, it contributes to achieving a better
economy and society.

In 2023, the department thus embarked on a pro-
cess of change and renewal, the top priority of
which is to develop a new strategy for the Bank's
statistical services. The aim is to ensure continuity in
the production and dissemination of the Bank's sta-
tistics while meeting the highest standards in terms
of quality. In this context, the Bank remains attentive
to new user needs and innovative best practices in
official statistics, based on international standards.
It pays particular attention to the accessible dis-
semination of its statistics and provides targeted
support to members of the Statistics Department in
this regard. In this way, the Bank aims to contribute
to the production and dissemination of statistics in
the public interest.

In order to apply these principles, various initia-
tives will be launched in the coming months and
years. Their main objective will be to produce and
disseminate relevant, high-quality statistics for the
widest possible audience. In particular, this will entail
strengthening the coherence and cross-disciplinary
nature of the work carried out by the department’s
various entities, as described in more detail below.

New figures on savings and
payments, the distribution of
household wealth and climate-
related indicators

Major shift in household financial assets

The rise in interest rates was not passed on at the
same pace to different types of savings vehicles
in 2023. This led to a significant shift in the compo-
sition of household financial assets. These develop-
ments were closely tracked in the monthly statistics
on bank interest rates and household deposits and
loans, as well as in the quarterly sector accounts.
On 3 October 2023, the Bank published a blog
article entitled “Belgian households flock to new
State note, leading to record fall in bank deposits”,
which examined the success of the State note that
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IN THE THIRD QUARTER OF 2023, HOUSEHOLDS INVESTED
IN OTHER DEPOSITS AND DEBT SECURITIES
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resulted in a shift in household financial assets and
an outflow of funds for banks. Infographics were
regularly published to present the impact to the
general public.

Mapping of Belgian payment habits

Since 2022, the Bank has been collecting more and
more data on payment transactions. This informa-
tion provides insight into how, where and to whom
Belgian households, businesses and public authorities
make payments. On 14 April 2023, the Bank pub-
lished a blog post entitled “Mapping the payment
behaviour of Belgians”, describing the wealth of infor-
mation contained in the new payment statistics. Initial
findings for the first half of 2022 were also presented.
In January 2024, the Bank published data for 2022
and the first half of 2023 on its website (NBB.Stat),
including on transfers and card payments.
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Distribution of household wealth

At the beginning of 2024, the Bank published dis-
tributional wealth accounts (DWA) for the first time.
These new experimental statistics add a distribu-
tional dimension to the macroeconomic aggregates
of the national financial and non-financial accounts
relating to household wealth. Statistics users and
policymakers increasingly want to be able to better
assess, among other things, the impact of economic
shocks on household wealth.

With this in mind, the ECB developed a new meth-
odology in cooperation with the Bank, using micro-
data from the Household Finance and Consumption
Survey (HFCS). The DWA make it possible to break
down the various types of household assets into
deciles or according to demographic variables. Other
indicators are also calculated, such as the Gini coef-
ficient, average and median wealth, etc.



The initial results show a slight reduction in net
wealth inequality between Belgian households in
recent years, as measured by the Gini coefficient
or the percentage of wealth held by the top 10 %.
The DWA are available as from 2010 and will be
updated quarterly. These statistics are also published
by the ECB for the euro area and by other member
countries.

Further improvement of climate-related
indicators

The effects of climate change continue to dominate
the news and political debate. The Bank supports the
further development of experimental climate-related
indicators for the financial sector. These are published

by the ECB on its website and provide information,
among other things, on the climate-related risks to
which financial institutions are exposed through the
securities and corporate loans they hold in their
portfolios.

2023 was marked by the preparation of methodo-
logical improvements and extension of the indicators
relating to the physical risks associated with climate
change. The scope of the indicators on sustainable
finance was broadened to include data on sus-
tainable instruments, which formed the object of
an external study. The Bank mainly contributed to
the indicators relating to corporate greenhouse gas
emissions in financial sector portfolios. Efforts fo-
cused in particular on improving data coverage and
analysing the determining factors in the evolution of

Statistics in the public interest:
towards better communication of our figures

As an organisation that serves the public interest, the Bank
strives to continue to play a leading role in the dissemination and
communication of financial and economic data and statistics. In
this way, it aims to support policymakers and public debate.

The Bank facilitates and oversees the submission of statistics to
national and international institutions, in accordance with legal
requirements. In addition, a new strategy for the communication
of data and statistics is currently being developed. The emphasis
will be on transparent and accessible disclosure to as broad an
audience as possible, i.e. both experts and the general public.
To this end, the Bank has begun to reorganise the teams respon-
sible for disseminating statistics. New staff with the necessary
knowledge and experience have also been recruited.

In addition, obsolete software and database infrastructure will be replaced. These innovations will form
the backbone of the new strategy. To facilitate the visualisation of data, the Bank is examining the
possibilities to integrate relevant innovative technologies. It has also begun drafting a set of standards
designed to ensure consistent visualisation of the figures it produces.

One of the first results of this new approach is the creation of an interactive dashboard summarising
the Bank’s main statistics, to be published on its website by the end of 2023.
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these indicators over time. Information on the new
indicators and their benchmarks can be found on
the ECB's website.

In the "engine room"”: innovations
and improvements in the production
and distribution of the Bank’s
statistics

Continuous improvement of the national
accounts methodology

Given the importance of gross national income for
the European budget, the national accounts meth-
odology is constantly being improved. Every five

years, Eurostat checks the accuracy and consistency
of Member States’ calculation methods. The current
cycle runs from 2020 to 2024. Belgium, considered a
low-risk country, was visited by Eurostat in June 2023.
The visit focused on an analysis of the trade sector
and identified eleven areas for improvement. Work on
the methodology began in 2023. The revised national
accounts incorporating the latest improvements are
expected to be published in October 2024.

The NAPA project: a new data architecture
to assess gross value added

As part of the NAPA project, the Bank is working
on a new method to calculate the gross value
added of the various sectors of economic activity

Last (transversal) reservation concerning
Belgian gross national income (GNI) lifted

On 9 October 2023, the General Statistics
Department was informed by Eurostat (act-
ing on behalf of the European Commission)
that the last specific outstanding reserva-
tion concerning Belgian gross national in-
come had been successfully dealt with by
the Large Cases Unit (LCU). The LCU is the
unit within the Bank responsible for ensur-
ing the enhanced statistical monitoring of
multinationals. Globalisation is increasing
the importance of multinational groups in
the Belgian economy. Through the LCU, the
Bank strives to gather the knowledge and
information necessary to improve corre-
spondence between the national accounts
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and the balance of payments as well as the quality of the statistics produced.

The transversal reservation stemmed from Eurostat’s 2016-2021 audit cycle and related to globalisation.
It required the Member States to cooperate with one another and arrange for the recording of statistical
issues related to globalisation in a coherent and consistent manner in the macroeconomic statistics. More
specifically, pursuant to this reservation, each Member State had to ensure the statistical monitoring of

three large multinationals.
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in Belgium. This project uses advanced calculation
methods and techniques to improve the accuracy of
these estimates. The aim is to establish a clearer link
between financial data on the national and regional
economy through the introduction of data storage
at the most fundamental level. The first tests of this
new method, carried out in 2023, were successful
and further improvements are planned for 2024.
The ultimate goal is to align regional statistics with
national statistics better and faster.

csDB

The General Statistics Department collects and
analyses data on the issuance and holding of fi-
nancial instruments in order to gain insight into
and visualise the financial relationships between the
various sectors of the economy. To better manage
these complex financial data, the department de-
veloped and has been using a new system called
the CSDB (Centralised Securities Database) since the
end of 2023. This system converts the financial data
provided by external sources and the Bank’s own
departments into a standardised statistical format,
allowing detailed statistics on financial instruments
to be compiled and shared with internal and external
users.

Other examples of innovation: Bessy, R,
Python and SALSA

In 2023, the General Statistics Department developed
a new tool for compiling external statistics, called
Bessy (Belgian External Statistics System). Bessy is
used to calculate the balance of payments, the inter-
national investment position and international trade
in services.

In 2023, the Bank also introduced major innovations
in its statistical analysis methods. By using program-
ming languages such as R and Python, the Bank is
aligning itself with wider developments in statistical
information systems, in which the importance of the
application of data science is growing. Consequently,
the Bank is also investing in providing the necessary
support for its expert analysts.

Finally, under the name SALSA, the Bank is working
on a complete overhaul of its software. SALSA allows
the Bank to receive and store statistical data, send

An ambassadorial

role: contributing to
innovation in statistics at
the international level

In order to ensure the relevance of the Bank's
statistics in an international context, experts
from the General Statistics Department par-
ticipate in international working groups and
forums so as to keep up to date with the
latest developments in economic and finan-
cial circles and incorporate them into sta-
tistics. Indeed, in a globalised and rapidly
changing global economy, it is important
to contribute knowledge and expertise to
new initiatives by international organisations
such as Eurostat, the ECB, the OECD and
the IMF. Through its proactive participation
in these discussions, the department also
contributes to the Bank’s ambassadorial role,
one of the twelve themes identified in the
Strategy 2025. In 2023, the Bank’s repre-
sentatives took on a number of additional re-
sponsibilities in international working groups
with the aim of contributing to important
new themes. For example, they participated
in discussions and working groups on topics
such as measuring green investments, sus-
tainability and well-being, and the modern
communication of statistics.
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The KULeuven Faculty of Social Sciences
elected Roeland Beerten, head of the NBB's
Statistics Department, as an alumni ambassa-
dor in September 2023. “Roeland has dedicat-
ed his career to the effective communication to
the general public of independently produced
statistics,” said KUL professor Jan Van Bavel in
his congratulatory remarks. “This is an especial-
ly important task in times when we are often
bombarded with numbers and figures in public
discourse.”

them to international organisations and make them
available on its website. The technology is based
on the SDMX international standard for statistical
reporting. This integrated solution includes several
components based on the .STAT suite developed by
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the OECD and will provide a user-friendly interface for
internal and external users.

Progress on the ECB’s Integrated
Reporting Framework (IReF) for
banks

In 2023, the ECB’'s European Statistics Committee
adopted strategic decisions on the further develop-
ment of the Integrated Reporting Framework (IReF).
The aim of this project is twofold: to reduce the re-
porting burden on banks and to ensure a harmonised
process for compiling banking statistics.

Towards a single set of rules

After a cost-benefit analysis published in 2021-2022
demonstrated the benefits of the IReF, despite a high
initial investment, a further such analysis was conduct-
ed in 2023. The results, published in early 2024, will
determine the extent to which (i) country-specific re-
porting requirements can be integrated into the IReF,
(i) reporting can be extended to include, for example,
relevant climate-related data and (iii) alignment with
solo FINREP prudential reporting can be improved.

As a next step, a full cost-benefit comparison will be
carried out to serve as the basis for drafting the IReF
Regulation, which will replace the various existing
regulations on the statistical reporting obligations of
banks.

The research phase is underway

In addition to the development of a regulatory
framework, the research phase focuses on organ-
isation of the statistical business process and the
development of IT solutions to support this process.
This IT infrastructure will allow common data man-
agement (CDM) principles to be applied within the
European System of Central Banks and the Single
Supervisory Mechanism. These principles will pro-
vide for the exchange and security of data, as well
as the use of harmonised reference databases on
financial instruments and counterparties.



Extension to prudential reporting and
resolution

The IReF project also provides for cooperation with
the European Banking Authority (EBA) to eventu-
ally integrate prudential and resolution reporting.
To this end, the Joint Bank Reporting Committee : :"!E:::_'['
(JBRC) was set up at the beginning of 2024. This is a it
consultative body made up of representatives of var-
ious European and national competent authorities
and the banking sector. The Eurosystem is already
working closely with the banking sector to optimise
reporting and reduce the burden through the Banks’
Integrated Reporting Dictionary (BIRD). BIRD pro-
vides a logical data model that allows banks’ input
to be transformed into the data to be reported to
the authorities.

. MJ |!1!:,I -' “‘:_

Consequences at national level

With the introduction of the IReF, national reporting
frameworks for statistical purposes, such as Scheme
A, will be replaced by a single reporting scheme.
However, Scheme A is also used for prudential super-
vision. The Bank is therefore working on an alterna-
tive and is examining how the figures needed for its
various tasks can be retrieved via the IReF or other
(existing) reporting frameworks, such as FINREP Solo.
In 2023, dialogue was initiated between the sector
and the Bank on this issue. This analysis will continue
in the coming years in order to find an appropriate
solution that meets the needs and allays the concerns
of both the Bank and the banking sector.
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Géraldine THIRY / Director

A WOMAN
ON THE BOARD

Géraldine Thiry was appointed to the NBB’s Board
of Directors on 1 September 2023. She is the first
female director since 2018 and is responsible for
overseeing the General Statistics Department and
the Resolution Unit.

The Bank is well known to Director Thiry. Since 2021,
she had been a member of the Council of Regency,
in which capacity she shared her perspective from
the academic world, where she was involved in de-
veloping indicators of economic sustainability at the
European level. By joining the Board of Directors, this
academic moved from theory to practice. A step she
took with enthusiasm.
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A(nother) woman on the Board of
Directors of the National Bank of
Belgium: it's about time'!

“Above all, | think it's an important signal that this
type of position is accessible to women, or indeed to
any other profile that is statistically under-represented
on management bodies. That said, | have been warmly
welcomed by the Board and feel respected for my skills
and the manner in which | perform my duties, without
regard to my gender. I've encountered a lot of goodwill
and respect, in line with the Bank’s values!”

Statistics is your area of expertise. Is
it as complex as it seems?

“Statistics are often viewed as a tool used to describe
reality. However, we mustnt lose sight of the fact
that they reflect a set of conventions, standards and
methodological choices. For example, when is a price

increase considered to be due to inflation or rather to
reflect an improvement in the quality of the product?

These conventions shape the way we present eco-
nomic and social facts and impact decision-making in
the area of economic policy and, of course, monetary
policy and financial stability.

However, they are not immutable and often reflect
the geopolitical, historical or cultural context in
which they were developed. The world is chang-
ing, in social, economic and environmental terms.
Statistics therefore need to be adapted to the cur-
rent reality if they are to remain relevant. This means
regularly revising the System of National Accounts
(SNA). The last review took place in 2008. The next
one is scheduled for 2025 and, like other statistical
authorities around the world, the Bank’s teams are
already working on it. It's a complex and time-con-
suming project, but one that is essential to ensure
the relevance of our work.”
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Climate-related aspects are becoming
increasingly important for our
figures. What should a central bank
do in this regard?

“Central banks certainly have a role to play in pro-
ducing high-quality statistical data on the climate and
energy transitions, both for research purposes and
for the general public. The Bank is no exception in
this regard and publishes a regularly updated climate
dashboard on its website. This type of communication
is also a way for the Bank — which is an institution
that serves the public interest — to demonstrate its
social responsibility.

Of course, climate aspects are also taken into account
in monetary policy, which is set at the level of the
ECB’s Governing Council, on which Governor Wunsch
sits. Finally, as a supervisory authority, the Bank plays
an important role in ensuring that the institutions
it supervises implement the regulations imposed on
them and fulfil their reporting obligations.”

Bank resolution is also one of your
responsibilities. How did you get up
to speed on this subject?

“l got up to speed with the subject fairly quickly, in
the wake of the Silicon Valley Bank and Credit Suisse
crises. These crises could have caused a wave of pan-
ic, but that was not the case in Europe. | see this as
proof of the importance of having a credible pruden-
tial supervision and resolution framework. And the
Bank is working on this, within the Single Supervisory
Mechanism and the Single Resolution Mechanism !

Resolution is a long-term process. Its aim is to prevent
contagion effects if a bank fails. The Single Resolution
Mechanism was launched in 2014 in the wake of
the 2008 global financial crisis. It marked two impor-
tant milestones in 2023:

= the Single Resolution Fund - a European fund
that can be used to facilitate the resolution of
banks, funded by banks themselves — now totals
around €77 billion;

= almost all banks meet the conditions to be “re-
solvable” set out in the Single Resolution Board’s
Expectations for Banks, in other words they are as
prepared as possible to deal with a failure.

“| feel respected for my
skills and for the manner
in which | perform my
duties, without regard
to my gender.”

It all looks very good on paper. All that remains is to
put it to the test, which is on the agenda for 2024,
as part of a more empirical strategic review being
prepared by the SRB. The Bank’s Resolution Unit will
therefore have its work cut out for it. In addition to
this review, the Bank will work on two major matters
under the Belgian Presidency of the Council of the
European Union, namely a directive on the recovery
and resolution of insurance institutions (IRRD) and
crisis management and deposit insurance (CMDI). But
let's not get ahead of ourselves.”

What's your take of the situation
five months after joining the Board
of Directors?

“Apart from the fact that | feel | am in the right
place, | would say that it's a pleasure to work with
people with so much expertise, in the areas of both
statistics and resolution, and who demonstrate a
high degree of professionalism combined with high
availability.”
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Increasingly efficient management of microdata

The Microdata Management Department organises
and collects data from external sources, such as
(financial and non-financial) companies, public au-
thorities and households. These data are used for
prudential supervision and research purposes. They
are also used to compile financial and non-financial
statistics, some of which are made available to the
Belgian public authorities.

Microdata Management
Department

The Microdata Management
Department centralises the collection and
validation of the economic and/or financial
data produced by the National Bank of
Belgium. In doing so, it facilitates the task
of filers by acting as a single interface,
while minimising costs and guaranteeing
that the quality of the data provided meets
users’ needs.

The department also heads up the Enterprise
Data Management programme, which aims
to ensure that the Bank’s data are organ-
ised and processed in a modern and effi-
cient way, so as to maximise quality and
availability.

..{}I .l'..i 3
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A growing volume of data

The department supports the Bank’s strategy that
aims to gather a growing amount of data and pro-
vide increasingly high-quality economic and financial
analyses. It also contributes to the task of supervis-
ing the financial sector with a view to guaranteeing
financial and monetary stability. At the same time,
it works to achieve operational efficiency and cost
control objectives.

In 2023, projects started in previous years were pur-
sued. Efforts to guarantee the stability, confidentiality
and security of operations were continued, while
aiming for greater operational efficiency, including
through optimisation of the interfaces for external
parties providing data, be it voluntarily or further to
a legal obligation, as well as improvement of the ser-
vices provided to the users of these data.

The Enterprise Data Management (EDM) project
continued to look at ways of improving data man-
agement, with a view to developing a cross-cutting
vision for the Bank as a whole.

Achievements in 2023

In practical terms, 2023 was marked by a number of
developments that are gradually changing the ways in
which data are collected and validated. With regard
to data collection, for example:

= Improvements were made to the website to make
it easier for filers to navigate.

= |dentification of OneGate users was further
strengthened to enhance security.

= Computerisation of the business surveys to make
them more representative continued.



Data management rules are currently being tightened
to increase security and confidentiality for users. As
the data are stored in a cloud environment, this can
be done without compromising ease of use and flex-
ibility. This project requires not only training efforts
—in particular the establishment of a Data Academy —
but also the documentation, description and inven-
torying of all aspects related to data management.

This work is being carried out in cooperation with
the IT Department, the data protection officer (DPO),
the chief data officer (CDO) and the data governance
office (DGO). It forms part of a process to take into
account legislative developments, such as the report-
ing required by the Corporate Sustainability Reporting
Directive  (CSRD), Country-by-Country Reporting
(CBCR) and the Integrated Reporting Framework
(IRef) for the banking sector.

HR challenges

At the Bank, 164 full-time equivalents perform data
collection and validation activities:

164

full-time equivalents

- Statistics and research

Tasks entrusted to the Bank by law: the Managing staff is challenging given that the average
Central Balance Sheet Office, the Central age is close to 50 and 22 % of employees are over
Eglr}gte?]; Contact and the Central Credit the age of 60. Fifteen percent of the workforce was

g renewed this year, and the next few years will re-

- Prudential tasks quire a large number of new hires, which will mean
major efforts in terms of training and integration

while, most likely, continuing to rely heavily on ex-

ternal consultants to carry out one-off assignments.
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Interview

“ARTIFICIAL INTELLIGENCE
IS AN INVALUABLE TOOL
FOR IMPROVING
CUSTOMER SERVICE.”

Catherine CRABBE / Head of the Contact Centre for data collection

Every year, 500,000 companies file their annual
accounts with the National Bank’s Central Balance
Sheet Office. This activity peaks in July and August,
months when the Contact Centre is regularly be-
sieged with questions, by telephone and e-mail.
How can we best manage these numerous requests
and ensure that they are dealt with efficiently and
on time? The answer can be summed up in one
word: a chatbot.
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Catherine: "“The Central Balance Sheet Office’s
Contact Centre is the first point of contact for
anyone with a question about the filing of annual
accounts with the Bank. Given that there are around
500,000 filings each year, this works out to around
a hundred calls a day and 150-200 daily emails at
peak times.”

A two-fold advantage

The same questions tend to pop up again and again.
There is of course a list of FAQs, but this is not
sufficient.

Catherine: “Artificial intelligence offers interesting
opportunities for a department like ours. We came
up with the idea of developing a chatbot to answer
guestions on the Central Balance Sheet Office’s web-
page. Our aim was twofold: to lessen the workload
of Contact Centre staff so that we can focus on the
more complex questions we receive and, above all, to
improve the user experience.

Cybo - the name of our chatbot — can answer the
most frequently asked questions directly. It's much
faster than a phone call or e-mail, which it can some-
times take us a while to get around to answering. In
this way, we free up time to deal with more complex
matters. This represents a major step forward in our
work. You could even say it's a revolution !

Chatbot 2.0

Cybo has only been up and running for a few months,
so it's too soon to draw definitive conclusions.
However, the initial feedback is encouraging: we see
that customers are using it. What's next?

“Artificial intelligence offers
interesting opportunities
for a service like ours.”
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Catherine: “The current chatbot is relatively basic,
with a limited number of functions. For the time
being, we're the ones who ‘feed’ it with the answers
it needs to reply to customers. Our aim is to move
to a version 2.0 in the relatively short term, one that
allows the chatbot to search for information on the
Central Balance Sheet Office’s website on its own. By
‘short term’, | mean possibly as early as mid-2024, so
stay tuned.”



Further streamlining of the cash cycle

Through controlling costs, monitoring the quality
of banknotes in circulation and ensuring the acces-
sibility and acceptance of cash, the Bank strives to
rationalise the cash cycle, which will become even
more efficient in 2024 with the inauguration of its
new cash centre.

Streamlining the cash cycle

The Bank aims to streamline, insofar as possible, the
lifecycle of the cash it puts into circulation through
banks and cash-in-transit companies.

A large proportion of the banknotes in circulation

is recycled directly by private companies in accord-
ance with strict standards set and overseen by

Cash Department

the National Bank. Banknotes that are not recycled
are returned to the Bank. In 2023, this concerned
a total of 563,896,130 banknotes with a value
of €19,925,280,790. The Bank checks both the
authenticity and quality of these notes using the
most-efficient and best-performing machines avail-
able, equipped with high-tech detectors specific to
central banks. As a result:

= 11,056 counterfeit banknotes were withdrawn
from circulation in 2023, a fall of 8% com-
pared with the preceding year; €20 (35 %) and
€50 (38%) bills remain the most counterfeited
in Belgium.

= 70,788,720 euro banknotes were withdrawn from
circulation for destruction and replacement.

€

11 056

counterfeit banknotes
were withdrawn from
circulation in 2023

The Cash Department guarantees the
country’s supply of banknotes through com-
mercial banks and cash-in-transit compa-
nies, whose banknote processing machines
it regularly tests. It also checks the quality
of banknotes in circulation and ensures that
counterfeit and soiled notes are quickly with-
drawn. By investing in a new cash centre
in Zellik, the Bank is positioning itself as a
leader among central banks in terms of cash
security, storage, technology and logistics.
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Everyone should be able
to use the payment
method of their choosing.

The National Bank as a company = NBB Corporate Report 2023

Only authentic, good-quality notes are put back into
circulation.

It should also be noted that Belgian franc banknotes
issued since 1944 can still be exchanged at the Bank.
In 2023, 73,931 Belgian franc banknotes were ex-
changed, with a value of €1,871,040.

An accessible means of payment...

The National Bank is responsible for supplying the
country with banknotes and ensuring the quality of
the banknotes in circulation. In this context, it pays
particular attention to ensuring that cash remains
an accessible and accepted means of payment, in
the same way as electronic payments. Everyone
should be able to use the payment method of their
choosing.

As a result of the closure of many bank branches as
well as initiatives by the banking sector to consolidate
and rationalise ATM networks (including Batopin),
the number of cash withdrawal points in Belgium is
declining.

In this regard, it is important to examine the ef-
fects of the reduction in cash machines in terms
of the impact on users, not necessarily in terms of
numbers. To this end, the Bank developed a model
to assess the accessibility and capacity of the ATM
network in Belgium. This model served as the basis
for negotiations between the government and the
banking sector, which resulted in an agreement on
access to ATMs in March 2023. The targets set out
in the agreement will be assessed each year based
on analyses carried out by the Bank.

... and one that is accepted

Cash must remain not only accessible but also ac-
cepted. Ensuring that cash is universally accepted is
an essential part of any payment system and in keep-
ing with the legal tender status of cash. Consumers
should be able to choose their payment method, and
people who do not have access to electronic pay-
ments should not be placed at a disadvantage.

In this respect, the European Commission recently
tabled a proposal for a regulation on the legal tender
status of cash. The aim of this proposal is to ensure



Suggested illustration: 3D aerial view of the new centre.

that citizens who so wish can continue to pay with
cash. The regulation is intended to clarify an impor-
tant ruling by the Court of Justice of the European
Union in this area and to specify the obligations of
the Member States in terms of both the acceptance
of and access to cash.

A new cash centre in 2024

The Bank’s new cash centre will open in 2024. The
building will meet the latest security standards and
will have a fully automated vault and robot-fed bank-
note sorting machines. The resulting efficiency gains
should lead to a 30% reduction in the number of
staff working on cash-related activities.
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Financial markets,

at the heart of central banking activity

In 2023, the Bank took two major steps in its portfolio
management to further the transition to a net-zero,
sustainable and inclusive economy. It also played a
central role in the issuance of the one-year State note,
the success of which exceeded all expectations. The
year also saw the launch of a new payments platform.
The Bank’s earnings are not covered in this section.
You can find more information on this subject in
part Il of this report, “Annual accounts and reports
on the year”.

Financial Markets
Department

The Financial Markets Department is respon-
sible for carrying out the Bank's fundamen-
tal operational tasks as a national central
bank and a member of the Eurosystem. The
department thus makes an essential contri-
bution to the twin missions of ensuring price
stability and efficient payment systems. As
an operational entity, this department is not
engaged in either research or supervision.
It is composed of independent, open-mind-
ed experts who contribute to the prepara-
tion and development of policy at national,
Eurosystem and international levels, thanks
to their experience and expertise in markets,
transactions and infrastructures.
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Day-to-day monetary policy

The National Bank plays a crucial role in the imple-
mentation of monetary policy. Since the creation of
the euro, this task has been carried out jointly by the
central banks of the euro area countries, in collabo-
ration with the European Central Bank. Operational
aspects are decentralised, with each national central
bank providing the commercial banks in its country
with liquidity. Loans by the central bank to commer-
cial banks are made on a short- or longer-term basis
in exchange for collateral, which takes the form of
securities or other assets, meaning a large number of
transactions take place on a daily basis.

The Bank is also an active participant in the various
bond purchase programmes (sovereign, corporate,
etc.) launched almost 10 years ago, including pro-
grammes related specifically to the pandemic (PEPP).
These purchase programmes, which are gradually
coming to an end, have contributed to the strong
growth of its balance sheet.

Payment systems intermediary

In its role as a financial intermediary, the National
Bank of Belgium manages payment and securities set-
tlement systems. It helps to ensure that everyone can
make payments and/or transfer securities in a safe,
reliable, efficient and swift manner, be it in Belgium
or abroad. More than 1.5 million transactions were
processed in 2023.

These financial market infrastructure services include:
= T2 (Target2):
for the settlement of payments,
= T2S (Target2 Securities):
for securities settlement,
= TIPS (Target Instant Payment Settlement):
for the settlement of instant payments.

The TARGET services apply 1S020022. A new con-
solidated platform was launched on 20 March 2023.
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Investment of foreign currencies

The Bank holds and manages the Belgian State’s official foreign exchange
reserves (gold and foreign currencies). These reserves are earmarked for
tasks and operations in the public interest. The Bank invests these cur-

rencies in portfolios of various assets, the management of which must
meet four objectives set by the Board of Directors: liquidity, safety,

return and sustainability.

Climate-related aspects are also important. In 2023, the Bank took
two major steps to further the transition to a net-zero, sustainable

and inclusive economy, namely:

= the publication of a Sustainable and Responsible Investment Charter and

= the publication for the first time of climate-related financial disclosures for its non-monetary

policy portfolios.

The Bank also changed the benchmark for its equity portfolio to an EU climate transition benchmark.
The underlying assets are selected, weighted or excluded to place the portfolio on a decarbonisation

path.

Central securities depository

The Bank acts as a central securities depository (CSD)
through its management of NBB-SSS (National Bank
of Belgium Securities Settlement System). This system
holds dematerialised bonds and ensures their auto-
matic settlement on both the primary market, where
new issuances are made, and the secondary market,
where existing bonds are traded. These transactions
are carried out by transferring securities between the
accounts of participants in NBB-SSS. The securities
traded are mainly issued by the Belgian State, but
also by other public bodies and commercial entities.

A major milestone for NBB-SSS was reached in
July 2022 with the European Commission’s decision
to rely on it for the issuance of securities by the
European Union and Euratom with a view to financ
ing, in particular, the NextGenerationEU programme.
This project will gradually double the volume of secu-
rities issued through NBB-SSS, which already handles
more than 1.5 million transactions a year without
losing sight of the quality of the services provided.
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State cashier

The Bank is responsible for managing the State’s cash
position, which it does using a tool called Casper. In
particular, it keeps the government’s cash accounts
and makes a limited number of payments on behalf
of the government. The Debt Agency can monitor
this position in real time, with a view to carrying
out the transactions required for day-to-day cash
management.

State note
At the end of the summer, Belgians flocked to the

new one-year State note, a government bond tar-
geting retail investors (gross rate: 3.30 %, net yield:
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2.81 %). The issuance raised a record €21.896 bil-
lion, of which €7.1 billion was subscribed directly
by the Treasury, and led to the sharpest fall in retail
bank deposits in 20 years, causing a considerable
liquidity shock for both Belgian banks and the
Debt Agency, which had to revise the Treasury’s
financing plan.

The Bank — more specifically its Financial Markets
Department — was instrumental in settlement of the
State note in the Bank's central securities depository,
NBB-SSS (see above). It should also be noted that the
resulting liquidity shock had an impact on monetary
policy liquidity operations, while the TARGET team,
responsible for monitoring flows between banks,
had to cope with a sharp increase in the volume of
transactions.



Innovation in support functions

Renewal of the IT landscape

As in previous years, the IT Department focused IT Department
heavily on the renewal and standardisation of the IT
landscape over the past year.
The IT Department provides the technology,

For example, a new application for secure cash man- expertise and policies that enable the Bank’s
agement went live at the Bank. This application will various entities to carry out their tasks. It helps
also be used by De Nederlandsche Bank and will be staff work productively and efficiently and the
rolled out to several ESCB countries in 2024. The Bank's departments to provide efficient services
infrastructure for the new cash centre in Zellik was to stakeholders. It constantly strives to reduce
prepared in 2023, with maximum use being made of the risks associated with the use of technolo-
the latest automation techniques and technologies. gy in innovation, automation and digitalisation,

bearing in mind the availability of digital solu-
tions, the growing threat of cybercrime and the
o need to preserve data confidentiality.
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TARGET 2

The new TARGET 2 payment system went live in the
Eurosystem, providing a European platform for pro-
cessing large-value payments for central and commer-
cial banks. The IT Department worked with colleagues
in the Financial Markets Department to achieve this,
adapting all of the Bank’s payment applications with
a view to optimum integration with TARGET 2.

Enhancement of the cloud
environment

The Bank'’s cloud environment was enhanced through
the introduction of technologies that can be deployed
in all business areas. The objectives of greater scala-
bility and agility, as well as faster access to new tech-
nologies and applications, are the main drivers of this
push. The choice of transversal standards, promotion
of the re-use of technology already in place and the
integration of a high level of IT security allow the
department not only to provide technical solutions
but also to ensure risk management and integrate
sustainable maintenance and long-term innovation
into its approach.

In 2023, for example, the Bank’s Automation Platform
was extended to include various chatbots, including
for users of the Central Balance Sheet Office.

To support the Bank's EDM (Enterprise Data
Management) strategy, the data platform has been
expanded to include a data catalogue and many staff
members have been trained in new business intelli-
gence and data science tools, while the Economics
and Research department is facilitating access by uni-
versities to data and research through collaboration
on the data platform.

In the cloud-based innovation sandbox, IT Department
staff are testing new generative Al technologies
through various proof-of-concepts, together with
colleagues from other services. The aim is to enable
secure and targeted integration of these technologies
in 2024.

To ensure the secure and efficient coupling of applica-
tions in the NBB landscape, the department has also
added a new API gateway to the integration platform.
(An API or application programming interface is soft-
ware that allows two applications to communicate
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with each other.) Given that the Bank wishes to inte-
grate not only its own applications but also those of
the Eurosystem and those proposed by the market,
integration tools are an important part of its strategy.

A cross-cutting, forward-looking
strategy

All of these initiatives fit seamlessly with the Bank’s
strategy to deploy new technologies and their ad-
vantages in a transversal and standardised manner.
The idea is to develop cutting-edge, innovative tools
to improve efficiency and security while enabling
smooth integration into the Eurosystem. In the com-
ing years, the department will continue to invest in
the renewal of its applications in accordance with
their lifecycle and in the integration of solutions to
meet new business requirements.

This ongoing renewal of the Bank’s IT landscape will
only be possible if sufficient attention is paid to the
new IT skills required and to the adoption of digital
technologies by all of the Bank’s staff, which is a
crucial part of the IT strategy.

In these various initiatives, the Bank aims for
sound IT risk management, an essential task of the
IT Department. The IT Department achieved excellent
results in 2023 in terms of its service levels (handling
of incidents and application availability) which it con-
tinues to monitor closely.

In 2023, the IT Department also created an IT security
service, with a clear mandate and solid knowledge
of cyber-risk policy and management. Its objective is
to be able to offer innovative technological solutions
while guaranteeing security and stability.



Modern tools for

effective cross-cutting support

Paperless project

Led by the General Secretariat, the paperless project
is a key initiative in the Bank’s organisational strate-
gy, one that plays an important role in modernising
the institution’s working methods and significantly
reducing paper consumption through the adoption
of innovative digital tools. Digital solutions are at the
heart of this transformation. Likewise, operational
processes are being reviewed and optimised.

General Secretariat

The General Secretariat provides cross-
cutting support to the Bank’s various de-
partments, services and bodies in the areas
of management, coordination, international
relations, CSR, public affairs, events, trans-
lation, communication and public relations.
The General Secretariat supports the work
of the Bank’s management bodies, including
the Council of Regency and the Board of
Directors. It also organises the annual gener-
al meeting and is responsible for the Bank's
auditorium and museum, which have been
modernised in recent years to accommodate
hybrid events and meetings.
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The paperless project is not just a green or techno-
logical initiative. It is a strategic part of the Bank’s
drive to work more efficiently in a more modern,
flexible environment. This multi-year project requires
cross-cutting collaboration with all of the Bank's
departments and services, thereby underscoring our
ongoing commitment to innovation and operational
excellence.

Sugralure
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"IN THE BANK O
TOMORROW, AL
DOCUMENTS WI
BE DIGITAL.”

Jille FLORIDOR / Enterprise Information Manager

The best paper is that which never
As a socially responsible company,

Interview

|

leaves the printer!
the National Bank

of Belgium has been working for several years to

reduce its paper consumption. This

digital transforma-

tion is at the heart of the strategy to make the NBB a
modern and efficient central bank. As well as doing
away with paper, the project entails reviewing work-
ing methods and, more broadly, the way in which the

Bank manages its documents.
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Jille: “While the basic idea was to reduce our de-
pendence on paper, it very quickly became clear that
we needed to go further by reviewing and adapting
our document management processes and ensuring
that they are anchored in the digital world. It's not
possible to go from being a paper-based business to
a digital one in the blink of an eye. If, from one day
to the next, we no longer print anything, that means
all our documents are now in electronic form. How
do we manage them? Where do we save them?
And where do we archive them, if necessary? How
do we share documents with colleagues? How do
we work together on a single document? These are
all practical questions that require a systematic and
organised approach.

Three projects, for the time being

“We are currently focusing our efforts on three major
projects. Firstly, the introduction of a digital signature
solution to facilitate the conclusion of contracts and
exchanges with external parties, especially now that
remote working has become widespread. Secondly,
workflow management, i.e. the management of
workflows involving electronic document manage-
ment and approval processes. For example, all of the
stages involved in preparing, proofreading and pub-
lishing a press release. This is a complex process, in-
volving a large number of players and requiring many
different exchanges. And finally, digital archiving, the
final stage in the lifecycle of a document.

From start to finish

“Our aim is to cover every stage in the lifecycle of a
document, from creation to archiving, and to stream-
line document management. It's a gigantic jigsaw
puzzle, because there are so many different processes
and so many people involved, each with their own
specific needs. For example, a prudential supervision
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service will have completely different processes from
a department like Communications. But, first of all,
what we're trying to do is introduce new tools and
develop an overall digital document management
policy that applies to everyone at the Bank. Then, of
course, the various services and departments can turn
to us to find the solution that best meets their needs.

It's a long-term project which involves other aspects
that | haven't mentioned. Of course, the methods
we're developing have to be user friendly; after all,
we don’t want to complicate our colleagues’ lives —
quite the opposite ! But these new working methods
must also meet very high security standards, particu-
larly in a context where documents are managed and
backed up in the cloud. These are all aspects that we
need to address, while new ones are emerging, such
as the issue of artificial intelligence. But that's also
what makes this project so exciting !




International Coordination and
Eurosystem

The International Coordination and Eurosystem team
plays an important role in preparing the governor for
meetings of the ECB Governing Council.

The Governing Council is the main decision-making
body of the European Central Bank (ECB). It comprises
the six members of the ECB’s Executive Board and the
20 governors of the national central banks of the euro
area countries. The members of the Governing Council
attend meetings in a personal and independent capac-
ity: they do not represent their country or their central
bank. They act in the interests of the euro area as a
whole. For the Bank, in addition to Governor Wunsch,
Vice-Governor Steven Vanackere also takes part (as an
alternate) in meetings of the ECB Governing Council.
Outside holiday periods, the Council meets around
twice a month to take the decisions necessary to carry
out the tasks of the ECB and the Eurosystem.

Every six weeks, the Governing Council meets to
take decisions on monetary policy in the euro area.
These decisions relate to key interest rates, purchase
programmes and other instruments used to steer the
course and transmission of monetary policy with a
view to stabilising inflation at 2% over the medium

term. While regular Governing Council meetings are
often held virtually, monetary policy meetings are al-
ways held in person, usually at the ECB’s headquarters
in Frankfurt. At these meetings, the members of the
Governing Council hold in-depth discussions on mac-
roeconomic, financial and monetary developments
that have a bearing on inflation in the euro area.
Monetary policy decisions are taken by consensus and
are then commented on in detail by the ECB president
and vice-president at a press conference.

At the Eurosystem level, the Bank, like other national
central banks in the euro area, is closely involved in
the preparation of monetary policy meetings and
decisions. Prior to each meeting, the ECB provides
extensive documentation including in-depth analyses
of, among other things, the European economy, in-
flation and inflation expectations, employment, the
financial sector and financial markets. Each quarter,
the Council is provided with new macroeconomic
projections for the euro area, which it uses to assess
economic developments and risks to price stability.
The documentation for the meetings and the mac
roeconomic projections are prepared in collaboration
with experts from the national central banks and
discussed in various ESCB committees.

14

meetings of the
Governing Council
attended by the
Bank’s governor

© Andrej Hanzekovic/ECB
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In the run-up to a monetary policy meeting of
the Governing Council, the Bank organises a pre-
paratory meeting attended by the governor and
the vice-governor. The Economics and Research,
Financial Markets and Legal Departments are those
most closely involved in the substantive preparations
for these meetings. International Coordination and
Eurosystem is responsible for overall coordination of
the process and organisation of the meeting. During
the preparatory meeting, staff comment on the latest
economic developments, in their respective areas of
expertise, and the impact thereof on price stability.
The documentation for the meetings provided by the
ECB forms the starting point. The discussions are en-
riched by the ECB’s own analyses, with a view to ob-
taining as comprehensive an overview as possible and
addressing the various policy options on that basis.

Communications Department
In the context of the Bank’s outreach strategy, the
Communications Department continued its efforts

in 2023 to optimise communication with various
stakeholders.

The National Bank as a company

NBB Corporate Report 2023

The “green key” studio was successfully launched in
the spring, enabling the Bank to create its own we-
binars and audiovisual productions. In particular, the
webinars organised to coincide with the publication
of the Bank’s economic projections were broadcast
live from this new studio.

Again as part of it outreach strategy, the editorial,
copywriting and rewriting teams made substantial
efforts to improve the linguistic accessibility and read-
ability of external and internal publications. In collab-
oration with Training & Development, training courses
in this area were also offered to staff. The purpose
of these workshops was to teach staff how to better
tailor their language to the audience the Bank aims
to reach with its publications.

Redesign of the Bank’s website

Since 2022, the Communications Department has
been developing a new website. The goal is to tai-
lor the website more closely to the expectations of
the Bank’s various target groups. Unlike the current
site, which is structured around the Bank's internal




organisation, the new site will focus on making the
information visitors are looking for more readily avail-
able and accessible.

A needs analysis, supplemented by the results of
internal and external user surveys, was completed in
the spring of 2023. Following a public call for ten-
ders, an external partner was selected to support the
Bank's internal experts in developing the new website.
Throughout the year, the web team worked hard on
the new site, which is scheduled to go live in late 2024
or early 2025.

Media relations
Press coverage in Belgium

In 2023, the Bank’s main interaction with the press
concerned the presentation of its annual report and
Financial Stability Report, as well as the spring and
autumn economic projections for Belgium. As always,
the press conferences organised by the external com-
munications team attracted a great deal of interest.

Numerous studies and publications from the Economics
and Research, Statistics and Cash Departments as
well as figures from the Central Balance Sheet Office
were published in newspapers and magazines, or on
websites. The wide range of subjects covered includ-
ed the digital euro, household loans, public spending
and debt, pensions and pension expenditure, corpo-
rate profit margins and inflation, the effects of inter-
est rates on businesses, climate policy, the impact of
inflation on public finances, figures from the Central
Balance Sheet Office, the results of consumer confi-
dence and business surveys and various statistics. The
external communications team ensured that the gov-
ernor and members of the Board of Directors were
not the only points of contact for the press; experts
in various fields were regularly called upon to respond
to interview requests.

The fact that the increases in key ECB interest rates
were not matched by similar increases in interest rates
on savings accounts gave rise to much public debate,
including at Rue de la Loi. The press asked the Bank
to comment on this issue on several occasions. The
opinion issued by the Bank on this subject, at the
request of the finance minister, received substantial
press coverage.

The press conference on the Bank’s annual report always attracts
a great deal of interest.

In 2023, the Bank’'s Communications Department
also took part in the hit Radio 2 (VRT) programme
“Mysteries of Flanders”, more specifically an episode
devoted to the SNCB’s “golden railway line” which
ran from the north-south junction in Brussels to the
Bank’s headquarters.

Most of the press coverage was neutral, positive and/
or very accurate. However, over the course of the
year, the Communications Department noted that,
on occasion, research results or statements by mem-
bers of the Board of Directors or NBB experts were
reported or presented in an incorrect or unbalanced
manner. Journalists have an increasing tendency to-
wards precipitation in their reporting and

are under pressure to produce arti-

cles that attract as many clicks

as possible (clickbait). This is

an unfortunate trend which

other central banks have also

witnessed.

10257046

visits to
nbb.be
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International press coverage

The ECB's change of course in monetary policy,
which began in the autumn of 2022, was the
subject of substantial press coverage over the
past year. Almost every week, Governor Wunsch
received questions from the international press in
his capacity as a member of the ECB Governing
Council. The Communications Department regular-
ly organised meetings with media outlets such as
Reuters, Bloomberg, CNBC and numerous special-
ist media on the occasion of the IMF’'s Annual and
Spring Meetings. The governor’s views on inflation
also received extensive coverage at the ECB Forum
on Central Banking in Sintra.

Another highlight was the long live interview the gov-
ernor gave to CNN, for which the well-known anchor

“The ECB’s change of course in
monetary policy, which began
in the autumn of 2022, was
the subject of substantial press
coverage over the past year.”

Richard Quest travelled to Brussels. This was the first
time in the history of the Bank that its governor had
been invited to appear on this prestigious American
news channel. The governor’s position on ECB rate
hikes was also widely covered in interviews with lead-
ing newspapers such as the Financial Times, the New
York Times and the German daily Béersen-Zeitung.

As mentioned in the section entitled “Central bank-
ing in times of inflation”, the governor’s remarks on
monetary policy at the ECB Watchers event and at
the Frankfurt European Banking Conference resonat-
ed strongly with both the press and opinion leaders
on social media. The governor also accepted an
invitation from the prestigious Peterson Institute for
International Economics in Washington, DC, where
he gave an enthusiastically received speech on the
macroeconomic implications of climate action.

1 PIIE Mmoo
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Stakeholder outreach

The Bank communicates not only through channels
such as its website, social media, press releases and

Art collection

The General Secretariat is responsible for overseeing
the Bank’s contemporary art collection, which now

numbers more than 2,000 works and was established

in 1972. In 2023, a participatory artwork
Platezwl@l

entitled “1001 Plateaux” was created.

This work is discussed in more detail be-
S Sharing g

press conferences. Events organised at the Bank or
elsewhere in Belgium are also important, as they
enable the Bank to meet its various stakeholders in
person and engage in direct dialogue with them.
Experience in 2022 and 2023 showed that, despite
the development of digital communication channels
such as webinars, physical meetings remain essential
and are much appreciated by stakeholders.

low. The Bank aims to share its art col-
lection with the general public. In 2023,
21 works of art were lent for exhibitions
in Belgium and abroad.

10709.2023 > 1011.2023

The Economic Relations Division is responsible
for organising these face-to-face events, which take
the form of debates, conferences and presentations.
Around half of these events are organised in-house,
while the other half are organised in cooperation with
the Belgian Financial Forum.

el

The division’s flagship event is the annual outreach
campaign on the annual report, which attracted a
great deal of interest in around fifteen cities across
the country this past year. The public response to
conferences and debates on topical subjects such as
the digital euro, pensions, artificial intelligence, the
sustainability of public finances, inflation and its im-
pact on businesses was also very satisfactory.

Other activities

In 2023, the internal communications team pre-
pared for the launch of a new staff magazine and
conducted a large-scale employee satisfaction survey
on internal communication, the results of which will
enable the team to further improve its efforts for the
benefit of staff.

The Communications Department also plays an active
role in the Bank’s paperless project. As part of its dig-
italisation efforts, the Digital Printing Room (DPR) is
increasingly scanning incoming mail and documents,
which also furthers this purpose.
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Interview

ANOTHER — MORE
HUMAN - SIDE TO
THE BANK

Anne BAMBYNEK / Curator of the Bank’s contemporary art collection
Pauline LANDA / Curator of the Museum of the National Bank of Belgium

The Bank is first and foremost known for its inde-
pendent experts, who carry out complex tasks in the
areas of economics and finance. For those unfamiliar
with these fields, understanding what goes on can
be a challenge. Through its museum, the Bank is able
to make its activities known to the general public in
a more accessible manner. The Bank also has a con-
temporary art collection which it uses to build bridges
and create ties.

2023 was a special year, as the museum and the
art collection joined forces on a project to create
a participatory artwork with 155 colleagues. The
“1001 Plateaux” project helped to forge ties between
colleagues, between staff and the Bank's collections,
and between the Bank and the art world.
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Anne Bambynek: A project that
created ties that bind

“The most immersive project | worked on in 2023
was undoubtedly ‘1001 Plateaux’. Carine Fol, the
external adviser to the Bank for its contemporary art
collection, came up with the idea. We entrusted exe-
cution of the project to Brussels-born artist Francoise
Schein. She led workshops in which 155 staff mem-
bers painted their own interpretation of a work from
the collections [of the Bank and the museum] on
porcelain trays. All of the trays together make up the
artwork entitled ‘1001 Plateaux’, which is now part of
the Bank’s collection.

It's hard to explain this project in just a few sentences,
because there are so many layers to it: the prepara-
tion with Francoise, the workshops with colleagues,
and the crowning moment: the unveiling of the art-
work, when we were finally able to share it. It was
a very moving experience for me. And then there
were the artists who came to see the interpretation
of their works, the colleagues who proudly passed by
with their friends and family and those who organ-
ised guided tours. This project represents more than
just the realisation of a work of art; it's a permanent
trace of the Bank’s ambassadorial mission. And it's
important to point out that the work is of very high
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quality, as visitors from the art world have unani-
mously expressed.

The art team, of course, notched up other achieve-

ments over the year:

= We purchased works by five artists, paying par-
ticular attention to diversity: Ana Torfs, Jean
Katambayi Mukendi, Elise Peroi, Léa Belooussovitch
and Francoise Schein.

= We organised the ‘1001 Plateaux’ exhibition and
produced a brochure presenting the works.

= We took part in the Eclectic Architecture Biennial
and organised lunchtime outings for colleagues
(such as visits to exhibitions and the presentation of
a book) as well as various tailor-made guided tours.

Finally, we worked to raise the profile of the collection
through loans in Belgium and abroad, exchanges of
information with similar collections and partnerships
with organisations and universities.”

Pauline Landa: An all-consuming
passion

“The ‘1001 Plateaux’ project was important for
me as well. It was an excellent opportunity to
get colleagues actively involved and to enhance
the museum’s visibility. People who work at the
Bank are surrounded by works of art; this project
helped them really connect with these works and
reconnect with each other after the pandemic. It
was easy to convince 155 colleagues to take part.




Plateaux

Sharing .

collections

From left to right, Juliette Renard (assistant curator of the Bank’s art collection), Pauline Landa (curator of the
Museum of the National Bank of Belgium), Anne Bambynek (curator of the Bank’s art collection), Francoise Schein
(artist), Carine Fol (external consultant for the Bank’s art collection), Yves Randaxhe (former curator of the Bank’s art
collection), Laurence Van Nieuwenhoven (ceramist), Katia de Radigues (assistant to Francoise Schein).

With ‘1001 Plateaux’, we minted 155 ambassadors
[for the Bank] at one go, not to mention many other
colleagues who may regret not having dared to take
the plunge.

This unique, participatory project become a real pas-
sion, to which a great deal of energy was devoted. In
addition, the museum’s team completed a number
of other projects over the year. In 2023, we wel-
comed no fewer than 32,873 visitors. In principle,
we're only open during the week, from Monday to
Friday, but we also take part in evening and week-
end events, such as Heritage Days, Museum Night
Fever, Pyjama Day and so on. In May, we organised
“Tales at the Museum” with guided tours and,
during the school holidays, we offer an educational
“trail” for children to follow.

But our greatest achievement is that our muse-
um, which is free of charge, is open to everyone:
schools, senior citizens and associations (for example

sharing
conneclions

Frasgoiee Sohen &

for migrants learning French or Dutch). In this way,
these groups get to know our language and a part
of Belgian history in a very different way.”

“All of our achievements
are only possible thanks
to excellent cooperation
with the various teams
and departments within
the Bank. We would
like to thank everyone
warmly for this!”

NBB Corporate Report 2023 = The National Bank as a company

155

colleagues took part
in a participatory
artwork
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Reform of human resources and
remuneration policies

Following lengthy negotiations between the social
partners, a collective bargaining agreement was signed
in 2023 formalising the reform of the Bank’s human
resources and remuneration policies.

Human Resources

The Human Resources Department com-

From 2024, the Bank will be able to rely on redesigned prises two entities. The first, Payroll and
processes for career development (recruitment, internal Employee Benefits, is responsible for man-
mobility and promotion), organisational charts, job de- aging employment contracts, salaries and
scriptions, the salary model and benefits management. benefits. The second, Human Resources

Management, oversees skills acquisition, re-
This reform creates a more motivating and transparent cruitment, the integration of new employees
human resources system, with remuneration in line and talent development.

with responsibilities, skills and performance. A single
human resources system now applies to all staff, both
employees and management personnel.

Hybrid working policy 7

- €
“ *
In 2023, the evaluation of hybrid working was complet-
ed and the Bank'’s teleworking policy was enshrined in
a collective agreement.
= = = —_—
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Members of staff whose duties allow them to do so
may telework. The rule is that, on a quarterly basis,
they must work 50% of their time at the Bank's
premises in Brussels. On-site work remains possible
at all times, particularly for members of staff whose
teleworking environment is not ideal.

To ensure that hybrid working time arrangements are
effective and sustainable, management is encouraged
to conclude sound agreements with staff. Raising
awareness is also a major priority. Particular attention
is paid to issues such as the right to disconnect, social
cohesion and training for new colleagues.

Hybrid working is an integral part of one of the Bank’s
strategic projects, called New Ways of Working, the
aim of which is to organise work according to the
activity performed. Employees choose their place of
work according to the tasks they have to carry out.
Around a third of staff already have a working envi-
ronment that has been redesigned in this way. This
should be the case for the entire workforce by the
end of 2025.

With respect and trust

In 2023, the Bank’s values of “respect” and “trust”
were put in the spotlight. In keeping with these
values, actions were taken in the areas of psycho-
logical safety, feedback, employee well-being and
engagement.

The starting point was the organisation of a Bank-
wide survey on well-being and engagement, in which
62 % of staff took part. The survey resulted in a
positive score of 78 %. Afterwards, teams were able
to choose the theme they wished to focus on: 23 %
chose feedback and 25 % psychological safety.

Team workshops were organised on these two
themes, each introduced by a role play. Over 850 em-
ployees took part.

The remaining teams opted to focus on engagement
and organised a workshop on this theme.

Fifth place in

R
the Randstad

Employer Brand Research

After ranking sixth in 2022, the Bank did
even better in 2023, coming in fifth out of
182 participating Belgian companies with
more than 1,000 employees. Remuneration,
job security and work-life balance were
some of the criteria for which the Bank re-
ceived high marks.

Pioneering Employer award

In November 2023, the Bank was recognised
as a Pioneering Employer for a period of
one year.

This joint initiative of the Antwerp
Management School, Jobat and De Lijn fo-
cuses on three themes

= less travel;

= smarter, greener mobility; and

= hybrid work that is centred around
people.

Candidates must present a one-year path-
way on one of these three themes.

The Bank picked the third theme, i.e. hybrid,
people-centred work.

In this context, issues such as feedback, psy-
chological safety, engagement and well-be-
ing were some of the focus areas.
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Diversity and inclusion

Over the past year, the Bank finalised its policy on
diversity and the inclusion of people with disabilities,
based on a quantitative assessment and the findings
of the multidisciplinary working group that studied
this subject in 2021 and 2022.

The Board of Directors decided on measures to sup-
port the recruitment and retention of people with
disabilities with the objective of achieving a win-win
outcome, i.e. one that is also beneficial for the busi-
ness as it allows it to assume its social responsibility
and to offer teams the opportunity to welcome
colleagues with unique life experiences under the
best possible conditions, thereby strengthening their
cohesion. For people with disabilities, a more suitable
welcome and working environment are a precursor to
a lasting and sustainable career.

Although the Bank has not set a quantitative target,
it will remain attentive to the evolution in the number
of employees requiring specific adaptations in order
to perform their duties. But the most significant
development was undoubtedly the heightened atten-
tion paid to the harmonious functioning of teams in
which people with disabilities work, which benefited
from support ranging from generally accepted adap-
tations to reinforced human resources.

The Human Resources Department and the internal
health and safety service took a number of measures
designed to facilitate the recruitment and integration
of people with disabilities. For instance, they launched
an awareness campaign, which included the publica-
tion of several in-house articles, the creation of a
testimonial video and the organisation of interactive
workshops. Attention was also paid to accessibility in
recruitment procedures and how disabilities can be
taken into account in renovation projects.
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Non-financial risk management

Three lines of defence

The Bank’s non-financial risk management frame-
work is based on three lines of defence.

The first line consists of all operational and cross-cut-
ting departments which are responsible for identify-
ing, assessing and dealing with the risks inherent in
their activities. These front-line departments carry
out analyses of the risks arising from their activities,
to ensure that they remain within acceptable limits in
order to achieve the objectives that have been set.

On the second line, the Bank has a fully-fledged
unit dedicated to implementing and monitoring the
non-financial risk management framework. It devel-
ops and updates the various components of the
Bank’s risk management system and provides support
to the first line in managing all non-financial risks,

Second Line of Defence

The Second Line of Defence deploys an
overall risk management framework for the
first line of defence, i.e. the Bank’s depart-
ments, services and units. It also conducts
risk analyses and independently ensures the
effective and appropriate management of
non-financial risks and compliance with laws
and regulations.

particularly in the areas of physical security, business
continuity, outsourcing, IT security, information pro-
tection and cyber security, as well as compliance,
including with anti-money laundering legislation, the
General Data Protection Regulation (GDPR) and the
code of ethics.

Finally, the third line of defence is responsible
for independently and objectively assessing the ef-
fectiveness of internal controls and, where neces-
sary, making recommendations to strengthen risk
management.

In 2023, the Bank continued to develop and expand a
major focus area of its non-financial risk management
framework. Working closely with other departments,
a comprehensive inventory of all business processes
and key sub-processes was compiled. Among other
things, the impact that a serious disruption to one of
these processes could have on the proper functioning
and reputation of the Bank was examined. This exer-
cise makes it possible to set more focused priorities
and allocate resources to the most business-critical
processes and their main risks in the context of
non-financial risk management. In addition, the first
manual on managing the risks inherent in employees’
use of generative artificial intelligence was produced.

“In 2023, the Bank continued
to develop and expand a major
focus area of its non-financial
risk management framework.”
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Cybersecurity and business
continuity

In the area of cybersecurity and business continuity,
the Bank is constantly striving to develop and improve
the maturity and robustness of its security and pre-
vention rules.

In this respect, heightened attention was paid to the
potentially disruptive effects that cyber-attacks could
have on the Bank, as well as on its essential service
providers and critical utilities companies, be it directly
or indirectly. A specific point for attention was the
threat of ransomware attacks. Over the past year,
an extensive simulation was carried out to mimic a
ransomware attack and test internal controls. This ex-
ercise was conducted with the help of various experts
and departments from within the Bank.

To keep staff alert to potential cyber threats, such as
phishing emails and other malicious techniques, un-
announced campaigns are regularly organised, during
which real threats are simulated in a controlled man-
ner. Staff who receive these emails and fail to respond
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appropriately or are misled are asked to undergo
refresher training to brush up on their skills.

In order to further improve awareness and training
and tailor them to the specific needs of different
target groups such as new hires, IT and other experts,
and (senior) managers, it was decided to work with
an external company specialising in awareness and
training programmes.

In 2023, the Bank’s Crisis Management Committee
successfully navigated two real crises. ' In addition, the
Bank organised a three-day conference for Eurosystem
central banks on the topics of operational risk man-
agement (ORM), business continuity management
(BCM) and resilience. The conference covered impor-
tant topical issues such as the use of cloud services
and their impact on cyber resilience, best practices in
this area and protection against cyber threats from
external service providers.

1 Namely, a water leak that caused a fire in an electrical installation
and the attack on Swedish football fans in the centre of Brussels.

“Over the past year, an extensive
simulation was carried out to
mimic a ransomware attack

and test internal controls.”



Update of the information security
policy

As far as information security is concerned, roles and
responsibilities are clearly divided between the first
and second lines of defence. The Bank thoroughly
revised its information security policy in order to
clarify the rules that need to be complied with by
all employees when it comes to securing data and
information systems. The policy covers aspects such
as the protection of personal data in accordance with
the GDPR and the handling of sensitive data at work-
places outside the Bank (at home or remotely, given
the widespread use of teleworking).

In addition to clear governance, user awareness also
contributes to better information security. That's why
the Bank provides online awareness training for all
staff. Moreover, in order to deal appropriately with
the risks associated with the use and migration of
applications and data to the cloud, the eponymous
working group has drawn up guidelines and a de-
cision tree for operational departments. The aim is
to assess whether and under which conditions ap-
plications and data can be transferred to the cloud.
Compliance with legislation and the protection of
personal data in accordance with the GDPR, as well
as the applicable contractual agreements with third
parties, are of particular importance in this respect.

Frequent checks of banknotes

As part of the second-line monitoring of banknote
activity, an independent team within the Central
Cash Office carries out checks on an ongoing basis
to detect and prevent risks. This activity includes
cash inspections, the handling of cash discrepancies
and complaints from financial institutions, internal
verification of damaged banknotes and incorrectly
packaged valuables, offline destruction of valuables,
admission testing of BPS machines, supplier checks,
and actions related to the prevention of money laun-
dering and terrorist financing (AML/CFT). Compliance
checks are also carried out using independent video
footage to ensure that staff are aware of and comply
with internal instructions and procedures.

Second-line oversight of compliance
and the protection of personal data

In accordance with the code of ethics and the EU
General Data Protection Regulation, the Compliance
unit dealt with a total of 48 questions of interpreta-
tion, six requests for authorisation of a financial trans-
action and 125 benefit declarations from members
of staff and management in 2023. It also handled
25 GDPR-related requests.

Pursuant to the requirements of the GDPR, the impli-
cations of several new operations likely to present a
high risk to privacy were assessed. To comply with the
provisions of the Belgian legislation on the processing
of personal data, transfers of personal data to other
authorities were formalised by means of a protocol
published on the Bank’s website.

On 1 June 2023, a number of new rules and stand-
ards of conduct relating to the Bank’s code of ethics
entered into force, transposing two ECB guidelines
defining the principles of an ethics framework for the
Eurosystem.
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The real estate project: an innovative strategy

The foundation stone for the new cash centre in
Zellik was laid in 2022. Work has progressed well in
the meantime, with completion scheduled for the
spring of 2024. This will be followed by a phase dur-
ing which the infrastructure will be tested, banknote
processing machines and valuables transferred and
staff relocated, with the aim of being fully operational
by early 2025.

Facilities Department

The Facilities Department manages the
Bank’s real property (buildings and technical
installations) and provides general services
to all entities. It ensures that these assets
are constantly adapted to changing needs in
terms of workspace and the specific security
requirements of a central bank. Over the
next few years, the Bank will be carrying
out a major renovation of a portion of its
property portfolio with a view to ensuring its
long-term future, sustainability and energy
efficiency.

In addition, the department is responsible
for catering services, organising the cleaning
of premises, managing the flow of goods
within the Bank, the mailroom and general
logistics services. It also plays an important
role in the promotion of

sustainability with-

in the Bank.

AV
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This step is a crucial milestone in the Bank’s real
estate strategy, as the renovation of the head office
cannot begin until the new cash centre is up and
running.

Building a cash centre in the heart of a residential
area poses a number of challenges, given the impact
it will have on local residents. The Bank is grateful for
the understanding they have shown towards the in-
conveniences inherent in a project of this scale (dust,
dirt and noise) and will remain attentive to the proper
integration of its site in Zellik.

In terms of environmental considerations and sus-
tainability, solar panels and a geothermal system will
significantly reduce the building’s dependence on
fossil fuels, while minimising its ecological footprint.

Biodiversity has not been forgotten either. A substan-
tial number of trees and shrubs will be planted on
the site to encourage its ecological development, and
the main building will be surrounded by a large water
feature which will be naturally purified by means of
aquatic plants.

NBB1

In 2022, the Bank commissioned a multidisciplinary
engineering firm to transform, renovate and restore
its headquarters in Brussels. The contract was award-
ed to the Statuur Consortium, which includes the
architecture firms of KAAN and Low.

The renovation of its headquarters forms part of the
Bank’s ambitious real estate strategy, which aims to
make its infrastructure more modern and efficient.
The new cash centre will enable highly automated
cash processing, carried out under optimum security
conditions and in accordance with international rec-
ommendations. The renovation of NBB1 will bring
together the Bank’s staff in a modern, pleasant and
user-friendly building, one that is fully adapted to the
Bank’s needs. By centralising its staff and activities in



The new headquarters will be an energy-neutral and future-proof building designed in accordance with circular economy principles.

a single building, the Bank will be able to make more
efficient use of its operational resources. Its operating
costs will also be considerably reduced thanks to the
sale of the building on the other side of Boulevard
de Berlaimont.

The project submitted by the Statuur Consortium
aims to transform the headquarters into a sustaina-
ble, future-proof, energy-neutral building that meet
the principles of the circular economy, while max-
imising the potential for re-use of existing materials.
The idea is to create high added value with minimum
intervention. The renovation is complex and the chal-
lenges daunting, as the various parts of the building,
some of which have significant heritage value, need
to be integrated into an efficient whole, with a focus
on sustainability and energy performance.

In 2023, the initial specifications were revised in
depth to take into account the changed context
resulting from the pandemic and the energy crisis.
On this basis, a preliminary design is being drawn
up and will be definitively validated at the beginning
of 2024 so that the application for the environmen-
tal permit can be submitted and works on the final
project can start.

Refurbishment works in NBB2 and
NBB3

In 2023, the Bank continued to refurbish the build-
ing on the west side of Boulevard de Berlaimont
(NBB2) and the office building on Place Sainte-Gudule
(NBB3). The aim is to accommodate all staff in these
buildings during the renovation works on the main
building which are scheduled to start in 2025.

To avoid empty office space and unnecessary oper-
ating costs, the number of physical workstations for
staff has been limited to 70 % of the workforce.

Overall, the works are on schedule. By the end of the
first half of 2024, more than half the Bank'’s staff will
have moved. In 2025, the remaining staff, around
700, will follow suit.
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Interview

@ A PASSION FOR
SUSTAINABLE
DEVELOPMENT

Thibault ROY / Project manager in the Facilities
Management Department

Project manager Thibault Roy is faced with the
Herculean task of bringing the NBB’'s main build-
ing, most of which dates from the 1950s, into the
21st century, a daunting technical feat. We sat down
with him to learn more about it.

“Renovation is by definition a challenge,” he explains.
“Harmoniously integrating the NBB's multiple func
tions into a building that was never designed for that

. purpose is a real brainteaser. | see five major technical
adl|

challenges.”
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Renovation means innovation

Technology in the service of comfort

“Anyone entering NBB1 needs to feel at home.
A dedicated mobile app will allow colleagues to
communicate with the building and with Facilities
Management. Visitors will benefit from modern sig-
nage, including dynamic displays.”

... and of the building itself
“The management of the building will be based on the

data it provides. The use of BIM (building information
modelling) technology will be essential in this respect.”

No more fossil fuels

“We are opting for 100% electric heating, with
the emphasis insofar as possible on autonomous
production and efficient consumption. We foresee
a groundwater heat pump, 2,500 solar panels and
maximum insulation. The latter will be a tall order, as
the building’s facade is a showpiece of the cityscape.”

No more wasted rainwater

“We will collect as much rainwater as possible via a
green roof and store it in a reservoir with a capacity
of at least 420 cubic metres. We will then reuse this
water for sanitary purposes, among other things, or
let it seep naturally into the interior garden.”

“Sustainable development is not
an empty catchphrase for me.”
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Interview

“| like the satisfaction of building
something - seeing a project through to

Ready for tomorrow

“The Bank will have a flexible, modular building whose
layout can be easily adapted. This means it will be pos-
sible to customise the heating, wi-fi antennas, audio
system, ventilation, etc.”

A story of personal fulfilment

“I'm an electrical engineer by training, specialising in
the energy production cycle. My work has gradually
evolved. | like the satisfaction of building something
— seeing a project through to completion and then
following up on it. That way, you remain in control of
the project and are more involved.

Sustainable development is not an empty catchphrase
for me. Making the NBB headquarters as passive as
possible is a challenge, especially in terms of energy
and the circular economy. I'm a firm believer in the
latter. Quality materials should be 'recycled’ to the
extent possible, cleaned and reused again and again.

completion and then following up on it.”

To achieve this, we also made the wise choice of en-
listing the services of the Statuur consortium.

This project is truly a challenge. There are many par-
ties involved, and we have to get everyone — in other
words, all future users — around the table: those
responsible for the cash-in-transit system, the data
centre, the restaurant, the meeting areas, and so on.
We've already organised several workshops to explain
the spirit of the project, to present the initial plans
and to get everyone on board. It wasn’t easy, but we
succeeded. The trust is there. The project will run all
the more smoothly as a result.

Next year, in addition to internal stakeholders, we
will be involving external stakeholders, in particular
as part of a communication campaign on the environ-
mental permit. Also on the agenda: the refinement of
the layout plans and the building permit application.
On a more practical level, geothermal exploratory
drilling will be carried out using large trucks. This
phase will involve some noise pollution, which is why
we are reserving it for a holiday period.”
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