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Key Rating Drivers 
Sound Business Profile: KBC Group NV’s ratings are underpinned by its leading franchises in 
commercial banking and insurance in Belgium and the Czech Republic, strong and diversified 
earnings, solid capitalisation, and sound funding and liquidity. The ratings also incorporate 
KBC’s operations in less developed and more volatile operating environments in central and 
eastern Europe (CEE), despite its conservative risk appetite and sound risk-adjusted 
profitability.  

Strong Franchise in Core Countries: KBC is one of the largest banking groups in Belgium, a 
market leader in the Czech Republic, and has a well-established market footprint in Slovakia, 
Bulgaria and Hungary. KBC’s stable business model is underpinned by insurance and asset-
management franchises, which provide good cross-selling opportunities and revenue 
diversification, contributing to the group’s strong profitability.  

Moderate Risk Appetite: The group’s generally conservative risk appetite is supported by the 
dominance of its fairly low-risk Belgian operations and stability in its Czech operations. 
Exposure to some CEE countries could lead to earnings and asset-quality volatility but these 
risks should be contained, given the strong integration of risk controls and credit standards 
within the group. Prudent management of insurance risks leads to low risk of potential losses in 
this business segment.  

Stable Asset Quality: We expect KBC’s impaired loans ratio to be slightly over 2% at end-2024 
and end-2025, which compares favourably with those of Belgian peers, in light of material 
exposure to CEE countries. The bank’s ratio has improved materially in the past couple of years 
due to the sale of its Irish impaired loans and tightened underwriting. The group’s large SME and 
corporate lending poses moderate asset-quality risks.  

Robust Earnings Generation: KBC’s profitability is a rating strength and compares favourably 
with that of peers. The group’s earnings generation has been resilient, even in a low interest rate 
environment, due to its sound business and geographic diversification, more moderate reliance 
on net interest income than western European peers, integrated bancassurance business, and 
sound pricing power in home markets. We expect a robust operating profit/risk-weighted 
assets (RWAs) ratio of 3.2% in 2024 and then a small decrease to 2.9% in 2025. 

Solid Capital Buffers: Capitalisation is strong, reflecting robust internal capital generation, and 
is in line with similarly rated peers. We expect KBC’s fully-loaded common equity Tier 1 (CET1) 
ratio will remain above 15% in 2024 and 2025, which provides comfortable buffers above its 
regulatory minimum capital requirements.  

Sound Funding and Liquidity: KBC’s funding and liquidity profile is a rating strength, 
underpinned by a stable and diversified retail and SME deposit franchise base that is the main 
source of funding. We expect the bank’s consolidated loans/deposit ratio to remain below 90% 
in 2024 and 2025. All subsidiaries, except for Slovakia, are self-funded. KBC has good access to 
wholesale funding markets, upcoming maturities are reasonably balanced, and an ample 
liquidity buffer adequately mitigates refinancing risk.  

Ratings Reflect Consolidated Group: Fitch Ratings believes that the failure risk of KBC and its 
main subsidiary KBC Bank (90% of group assets) is substantially the same, given the high 
integration of insurance and banking operations. KBC is the group’s holding company and its 
Viability Rating (VR) is equalised with KBC Bank’s VR. The group is regulated on a consolidated 
basis and holding company double leverage is generally maintained at below 120%. Liquidity is 
managed centrally and the fungibility of capital is high. 
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Rating Sensitivities 

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade 

KBC’s and KBC Bank’s ratings are mainly sensitive to a substantial and durable deterioration in asset quality, 
translating into erosion of the bank’s profitability and capital generation. This could be signalled by a potential 
increase in the impaired loans ratio to above 3%, operating profit durably below 3% of RWAs and our expectation that 
the group’s fully-loaded CET1 ratio falls below 14% without prospects of a swift recovery. 

An adverse change in KBC’s risk appetite could be negative for the ratings, for example, if the contribution of more 
volatile CEE countries to KBC’s earnings grows rapidly, as this could imply an increase in exposure to weaker 
operating environments.  

A potential lowering of the Belgian banks’ ‘aa-’/negative operating environment score would most likely lead to a 
revision of KBC’s own operating environment by one notch to ‘a’, but the bank’s ratings would be unaffected, all else 
equal.  

KBC’s ratings could also be downgraded should the holding company’s double leverage sustainably rise above 120% 
without a clear path to reduction, although this is not Fitch’s expectation.  

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade 

Positive changes for KBC’s and KBC Bank’s ratings would require a stabilisation of the operating environment 
assessment for Belgian banks and for the group. In this scenario, an upgrade would be contingent on a stronger 
business profile and a structural improvement in asset-quality and capitalisation metrics while maintaining risk 
appetite and strong profitability.  

Other Debt and Issuer Ratings 

Rating level KBC Group NV KBC Bank NV KBC IFIMA S.A. 

Senior unsecured debt A/F1 A+/F1 A+/F1 

Tier 2 subordinated debt BBB+  - BBB+ 

Additional Tier 1 notes BBB-  - - 

Source: Fitch Ratings 

KBC Group and KBC Bank 

KBC Bank’s Long-Term IDR and long-term senior unsecured debt are rated ‘A+’, which is one notch above the bank’s 
VR, because Fitch believes the risk of default on senior obligations, as measured by the Long-Term IDR, is lower than 
the risk of the bank failing, as measured by its VR. The group adopts a single-point-of-entry resolution strategy with 
bail-in as the preferred resolution tool. KBC is the resolution entity, which meets the group’s minimum requirements 
for own funds and eligible liabilities (MREL). MREL instruments issued by KBC and channelled to KBC Bank rank junior 
to third-party senior creditors. 

KBC’s and KBC Bank’s Short-Term IDR and short term senior unsecured debt rating of ‘F1’ is the lower of two options 
that map to their respective long-term ratings, reflecting our ‘a+’ assessment of funding and liquidity. 

KBC Bank’s Derivative Counterparty Rating (DCR) is aligned with its Long-Term IDR because, under Belgian 
legislation, derivative counterparties have no preferential status over other senior obligations in a resolution. 

The subordinated Tier 2 debt securities issued by KBC are notched down twice from its VR, reflecting baseline 
notching for this type of debt under Fitch’s criteria.  

KBC’s additional Tier 1 (AT1) notes are rated four notches below its VR, reflecting poor recoveries of these securities 
given their deep subordination (two notches) as well as incremental risk of non-performance relative to the VR due to 
fully discretionary coupons (two notches). Our assessment is based on the bank operating with a CET1 ratio that is 
comfortably above maximum distributable amount thresholds, and our expectation that this will continue. 

KBC IFIMA S.A. 

KBC IFIMA S.A.’s senior debt rating is aligned with KBC Bank’s IDRs, as the debt is guaranteed by KBC Bank and we 
believe that KBC Bank will ensure these obligations are met. Subordinated debt issued by KBC IFIMA S.A. and 
guaranteed by KBC Bank on a subordinated basis is rated two notches below KBC Bank’s VR to reflect poor recovery 
expectations. 
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Ratings Navigator

The Key Rating Driver (KRD) weightings used to determine the implied VR are shown as percentages at the top. In cases where the implied VR is adjusted upwards or downwards 
to arrive at the VR, the KRD associated with the adjustment reason is highlighted in red. The shaded areas indicate the benchmark-implied scores for each KRD. 

VR - Adjustments to Key Rating Drivers 
The operating environment score of ‘a+’ is below the ‘aa’ implied category score and below the ‘aa-’ score of domestic 
Belgian banks due to the following adjustment reason: international operations (negative). 

The asset quality score of ‘a-’ is above the ‘bbb’ implied category score due to the following adjustment reason: 
impaired loan formation (positive). 

Banks

Ratings Navigator
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Company Summary and Key Qualitative Factors 

Business Profile 

KBC is the second-largest bank by assets in Belgium and the largest bank in the Czech Republic. Both countries are 
KBC’s home markets, with market shares of about 20% in loans and deposits and a strong foothold in insurance and 
asset management. This provides the group with a competitive advantage, stable income streams and cost synergies. 
At end-September 2024, KBC’s assets under management equalled EUR269 billion, of which 90% were in Belgium. 
Belgium contributes about 60% to the group’s income, followed by the Czech Republic (20%) and other markets (20%), 
predominantly in the CEE region.  

KBC’s business model is stable and diverse by product and geography, with a focus on retail, SME and mid-cap clients. 
The bank’s diversified income streams allowed it to maintain strong and stable profitability during the recent period 
of low interest rates. The banking arm is the dominant part of the group, and represents around 90% of the group’s 
total assets and equity, and has historically contributed about 85% to the group’s profits. 

The group has a solid presence in the CEE region, with just over a 10% market share in loans and deposits in Slovakia and 
Hungary. The market share is almost double this in Bulgaria, having recently increased due to acquisitions. Banking and 
insurance activities in the CEE region are less developed than in Belgium and the Czech Republic, due to lower levels of 
country wealth, but provide very good growth prospects. KBC’s strategy in Belgium and the Czech Republic is mostly 
focused on a further optimisation of its already strong bank-insurance business model using an innovative and digital 
offer. In the CEE region the group is focused on organic growth and selective bolt-on acquisitions, and on increasing 
digital capabilities and the use of modern technology in insurance and banking products.

Risk Profile 

KBC’s risk profile is strong, with a good control of banking and insurance activities, and moderate risk appetite. Loans 
represent about 50% of assets and we consider KBC’s underwriting standards to be of high quality, supported by the 
predominance of credit exposures in Belgium and the Czech Republic. In other CEE countries the local credit 
standards are low-risk and more stringent than industry standards, underpinned by centralised group oversight.  

Loan growth has been moderate in recent years, with a spike in 2022, amplified by acquisition of a bank in Bulgaria. 
KBC focuses on small bolt-on acquisitions that individually have a small impact on the group’s solvency. Growth picked 
up in 2024 (mainly in the Czech Republic and other CEE countries) and we expect it to reach 4% this year. In 2025 and 
2026 we expect a further healthy credit expansion of at least 3% a year, mainly outside of Belgium.  

Belgian and Czech residential mortgage loans represent about 20% and 10%, respectively, of group loans, including 
off-balance-sheet guarantees. Mortgage origination standards are conservative, which translates into limited 
exposure to leveraged borrowers. In Belgium, KBC complies with the Belgian National Bank’s guidelines aimed at 
reducing new production of high-leverage loans with loan/value (LTV; over 90%) and debt service/income (over 50%) 
ratios. Lending is based on borrowers’ repayment capacity. Residential mortgage loans have low-risk features and 
modest sensitivity to interest rate cycles, as they are fully amortising and mainly have fixed interest rates.  

Single-name and sector concentration is moderate and limits are set at country level. At end-September 2024, real estate 
and construction represented almost 5% and 7% of total exposure (loans and guarantees), respectively (about 80% and 
55% of fully-loaded CET1 capital, respectively). Concentrations by asset type are closely monitored, resulting in good 
diversification of the real-estate book. KBC’s appetite for riskier real-estate development projects is low. 

Securities (around 20% of the group’s assets) include the bank’s treasury and the insurance subsidiary’s investment 
portfolios. The former comprises high-quality liquid bonds, mainly sovereign exposures to home and core countries. 
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Investment risk in the insurance subsidiary is well managed, in our view, because the investment portfolio is mainly 
focused on investment-grade bonds and low-risk mortgage loans. Most of the life insurance products are unit-linked 
with market risk borne by clients. 

At end-2023, the unrealised losses in the group’s debt securities portfolio at amortised cost equalled EUR2.4 billion, 
or 14% of fully loaded CET1 capital. The valuation gap is material due to less systematic hedging, but half that of end-
2022. The gap has materially decreased in 9M24 and is unlikely to be realised, in our view, due to a low ample liquidity 
buffer and limited refinancing needs, underpinned by a granular and stable retail deposit base.
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Financial Profile 

Asset Quality 

KBC’s loans are mainly concentrated in Belgium and the Czech Republic with a record of sound impaired loans ratio 
and loan impairment charges (LICs), which we expect to continue. At end-September 2024, the impaired loans ratio 
was 2.1% in Belgium, 1.4% in Czech Republic and 1.7% on average in Slovakia, Hungary and Bulgaria. The group’s 
overall ratio of 2% should be viewed in light of the bank’s recent exit from Ireland and an only approximate 50% share 
of impaired loans more than 90 days overdue. 

Resilient residential mortgage loans are an asset quality stabiliser, as evidenced in a low group impaired loans ratio. 
We expect good performance of mortgage loans due to a high share of fixed-rate loans in Belgium, strict underwriting 
in the CEE with fairly low debt-to-service ratios, coupled with stable labour markets and house prices. 

We expect broadly stable asset quality in SME and corporate lending, which benefits from good diversification by 
sectors and geography. Commercial real estate lending is primarily concentrated in Belgium and Luxembourg (68%) 
and the Czech Republic (20%), with a conservative weighted-average LTV of about 50%. The impaired loans ratio was 
moderately above the group’s total impaired loans ratio, but below the EU average. Exposure to the retail and office 
segments was moderate. 

We expect the group’s LICs in 2024 at 14bp and around 20bp of gross loans in 2025. In 9M24 the annualised LICs 
represented a small 12bp of gross loans, but would be 18bp when excluding a release of the management overlay for 
geopolitical and macroeconomic risks. The remaining management overlay of EUR168 million could cushion about 
9bp of LICs.

Earnings and Profitability 

KBC’s business and geographic diversification underpin its strong profitability, which compares well with similarly-
rated peers, also including the recent period of low interest rates. The group’s operating profit/RWAs ratio has been 
consistently above the domestic sector average in the past decade, at close to 3%. Belgium and the Czech Republic 
are the group’s key contributors to the group’s earnings stability. KBC’s well-established presence in the CEE region 
with low saturation by mortgage lending and insurance products means we expect it will grow further. 

We expect KBC’s operating profit/RWAs ratio to decrease only modestly, to 3.2% in 2024 (2023: 3.4%), as income 
growth and contained cost inflation cushion the higher LICs, which were close to zero in 2023.  

We expect overall flat net interest income in 2024, benefitting from increasing reinvestment yields in bond portfolios 
and a pick-up in loan growth. We expect the ECB to be on a faster easing trajectory than we had previously forecast, 
leading to swift deposit rate cuts to a below-neutral 1.75% by July 2025. The bank is less reliant on net interest income 
than most large banks in western Europe, and, as a result, its overall profitability will remain strong, underpinned by 
growing contribution from insurance business and asset-management fees. 

KBC’s cost control has been strong, although its cost/income ratio is higher than that of international peers, which reflects 
additional bank and insurance taxes, and the recently changed presentation of insurance results. In 2024 we expect the 
cost/income ratio to remain stable at 64%. Excluding bank and insurance taxes, we expect a stable ratio of 58%. 

Capitalisation and Leverage 

In line with our expectation, KBC’s transitional CET1 ratio was 14.5% at end-September 2024. The group’s fully-
loaded CET1 ratio was higher, at 15.2% because it includes net profit reduced by expected dividend payouts. KBC’s 
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assessment of capitalisation also reflects its historic robust internal capital generation. Over the past decade, KBC’s 
net profit/RWAs ratio averaged about 2.5%, including a trough in 2020 at 1.4%. 

We forecast KBC’s underlying fully-loaded CET1 ratio to remain close to 15.5% in 2025 and 2026, net of the 50% 
dividend payout. In our opinion, any surplus over 15% will be distributed, which translates into a structural fully-
loaded CET1 ratio of about 15%, including the application of the Danish compromise. This level provides a comfortable 
buffer to satisfy KBC’s minimum CET1 ratio requirement of almost 11%, its growth appetite, and the modest RWAs 
inflation of about EUR1 billion due to the implementation of final Basel III rules in 2025.

Funding and Liquidity 

KBC’s funding is sourced predominantly from deposits, about 75% of funding, underpinned by the group’s leading 
franchises in Belgium (about 60% of all deposits) and the Czech Republic (about 20%). Deposit quality is also high in 
smaller CEE subsidiaries, given KBC’s relationship-based business model and significant retail focus. Deposits are 
granular and about 85% are sourced from retail and SME customers.  

Similar to other Belgian banks, KBC had deposit outflows of EUR5.7 billion in September 2023, when retail customers 
invested in notes issued by the Belgian state that offered an attractive interest rate. Following the maturity of these 
notes, KBC collected EUR6.5 billion fresh customer funds, mainly in the form of term deposits and savings certificates. 
Given fierce competition, the collected deposits will lead to a short-term net interest income erosion of almost EUR90 
million (mainly in 2025). They will also reduce wholesale refinancing needs in 2025 and should provide cross-selling 
opportunities.  

KBC has good access to wholesale funding through various instruments, including senior unsecured, covered bonds 
and structured notes. Liquidity is sound and prudential ratios are well above minimum requirements, which limits 
short-term refinancing risk. At end-September 2024 the 12-month average of high-quality liquid assets was 
EUR100 billion (28% of assets at end-September 2024), of which 43% was in cash and central bank receivables and 
the rest were highly rated bonds, the amount of which reflects their current market value.  

Additional Notes on Charts 

The forecasts in the charts in this section reflect Fitch's forward view on the bank's core financial metrics per Fitch's 
Bank Rating Criteria. They are based on a combination of Fitch's macro-economic forecasts, outlook at the sector level 
and company-specific considerations. As a result, Fitch's forecasts may materially differ from the guidance provided 
by the rated entity to the market. 

To the extent Fitch is aware of material non-public information with respect to future events such as planned 
recapitalizations or merger and acquisition activity, Fitch will not reflect these non-public future events in its 
published forecasts. However, where relevant, such information is considered by Fitch as part of the rating process. 

Black dashed lines represent boundaries for indicative quantitative ranges and implied scores for Fitch’s core financial metrics 
for banks operating in the environments that Fitch scores in the ‘a’ category. Light-blue columns represent Fitch's 
forecasts. 

Peer average includes Belfius Bank SA/NV (VR: a-), ING Belgium NV/SA (a-), Danske Bank A/S (a+), Erste Group 
Bank AG (a). Unless otherwise stated, financial year (FY) end is 31 December for all banks in this report. Latest 
average uses 1H24 data for Belfius Bank SA/NV; FY23 data for ING Belgium NV/SA. 
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Financial Statements 

30 Sep 24 31 Dec 23 31 Dec 22 31 Dec 21 

9 months - 3rd 
quarter 

9 months - 3rd 
quarter Year end Year end Year end 

(USDm) (EURm) (EURm) (EURm) (EURm) 

Reviewed - 
unqualified 

Reviewed - 
unqualified 

Audited - 
unqualified 

Audited - 
unqualified 

Audited - 
unqualified 

Summary income statement 

Net interest and dividend income 4,686 4,185 5,532 5,221 4,496 

Net fees and commissions 2,103 1,878 2,349 2,218 1,836 

Other operating income 2,597 2,320 2,916 2,518 1,221 

Total operating income 9,386 8,383 10,797 9,957 7,553 

Operating costs 5,946 5,311 6,949 6,378 4,461 

Pre-impairment operating profit 3,439 3,072 3,848 3,579 3,092 

Loan and other impairment charges 168 150 -17 154 -333 

Operating profit 3,271 2,922 3,865 3,425 3,425 

Other non-operating items (net) n.a. n.a. 314 63 -7

Tax 698 623 778 670 804 

Net income 2,574 2,299 3,401 2,818 2,614 

Other comprehensive income -11 -10 495 217 401 

Fitch comprehensive income 2,563 2,289 3,896 3,035 3,015 

Summary balance sheet 

Assets 

Gross loans 213,958 191,102 186,087 180,671 162,300 

- Of which impaired 3,951 3,529 3,694 3,616 4,081 

Loan loss allowances 2,775 2,479 2,474 2,619 2,573 

Net loans 211,182 188,623 183,613 178,052 159,727 

Interbank 2,887 2,579 2,779 4,254 7,920 

Derivatives 2,226 1,988 2,511 2,486 5,290 

Other securities and earning assets 137,189 122,534 114,123 100,810 109,030 

Total earning assets 353,485 315,724 303,026 285,602 281,967 

Cash and due from banks 31,184 27,853 34,530 51,427 40,653 

Other assets 10,842 9,684 9,365 17,516 17,726 

Total assets 395,511 353,261 346,921 354,545 340,346 

Liabilities 

Customer deposits 248,386 221,852 216,423 224,407 199,476 

Interbank and other short-term funding 41,151 36,755 37,213 45,343 47,868 

Other long-term funding 34,000 30,368 28,689 21,361 22,378 

Trading liabilities and derivatives 5,605 5,006 6,825 8,179 7,478 

Total funding and derivatives 329,141 293,981 289,150 299,290 277,200 

Other liabilities 40,283 35,980 33,511 33,437 40,069 

Preference shares and hybrid capital 2,087 1,864 2,250 1,500 1,500 

Total equity 24,000 21,436 22,010 20,318 21,577 

Total liabilities and equity 395,511 353,261 346,921 354,545 340,346 

Exchange rate USD1 = 
EUR0.893176 

USD1 = 
EUR0.912742 

USD1 = 
EUR0.937559 

USD1 = 
EUR0.884173 

Source: Fitch Ratings, Fitch Solutions, KBC 

Financials 
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Key Ratios 

30 Sep 24 31 Dec 23 31 Dec 22 31 Dec 21 

Ratios (%; annualised as appropriate) 

Profitability 

Operating profit/risk-weighted assets 3.3 3.4 3.1 3.3 

Net interest income/average earning assets 1.8 1.8 1.8 1.6 

Non-interest expense/gross revenue 64.0 64.3 64.0 59.0 

Net income/average equity 14.2 15.9 14.0 12.3 

Asset quality 

Impaired loans ratio 1.9 2.0 2.0 2.5 

Growth in gross loans 2.7 3.0 11.3 -0.6

Loan loss allowances/impaired loans 70.3 67.0 72.4 63.1 

Loan impairment charges/average gross loans 0.1 0.0 0.1 -0.2

Capitalisation 

Common equity Tier 1 ratio 14.5 13.8 14.1 16.8 

Fully loaded common equity Tier 1 ratio 15.2 15.2 15.3 15.5 

Tangible common equity/tangible assets 5.4 5.6 5.1 5.6 

Basel leverage ratio 5.5 5.2 4.9 6.5 

Net impaired loans/common equity Tier 1 6.2 7.8 6.4 8.6 

Funding and liquidity 

Gross loans/customer deposits 86.1 86.0 80.5 81.4 

Liquidity coverage ratio 159.0 159.0 152.0 167.0 

Customer deposits/total non-equity funding 76.1 75.7 76.4 73.1 

Net stable funding ratio 142.0 136.0 136.0 148.0 

Source: Fitch Ratings, Fitch Solutions, KBC 
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Support Assessment 

The colours indicate the weighting of each KRD in the assessment. 

 Higher influence     Moderate influence    Lower influence 

No Government Support 

KBC’s and KBC Bank’s Government Support Rating of ‘no support’ reflects Fitch’s view that senior creditors cannot 
rely on receiving full extraordinary support from the sovereign in the event that KBC or KBC Bank become non-viable. 
The EU’s Bank Recovery and Resolution Directive and the Single Resolution Mechanism for eurozone banks provide 
a framework for resolving banks that requires senior creditors participating in losses, if necessary, instead of, or ahead 
of, a bank receiving sovereign support. 
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Subsidiaries and Affiliates 

Subsidiary Ratings 

Rating Level 
Kereskedelmi es Hitelbank Zrt 
(K&H Bank Zrt) 

United Bulgarian Bank AD 

Long-Term IDR BBB+/Stable A-/Positive 

Short-Term IDR F1 F1 

Viability Rating bbb- bb+ 

Shareholder Support Rating bbb+ a- 

Source: Fitch Ratings 

United Bulgarian Bank AD (UBB) and Kereskedelmi es Hitelbank Zrt’s (K&H Bank Zrt) IDRs are driven by Shareholder 
Support Rating (SSR), reflecting Fitch’ view of a very high (UBB) and high (K&H) probability of support from their 
owner, KBC Bank, in case of need.  

UBB’s Long-Term (LT) IDR is capped by Bulgaria’s Country Ceiling of ‘A-’, two notches above the sovereign rating of 
‘BBB’/Positive. UBB’s ‘F1’ Short-Term IDR is the higher of two options corresponding to its LT IDR, as we believe 
transfer and convertibility risks in Bulgaria are materially lower in the short term than in the long term.  

K&H’s LT IDR of BBB+ is capped one notch above the Hungarian sovereign to reflect the country risks faced by 
domestic banks, in particular state interventions in the banking system.  

The Outlooks on UBB’s (Positive) and K&H’s (Stable) LT IDRs reflect that on the Bulgarian and Hungarian sovereign, 
respectively. 

UBB’s VR is underpinned by its leading domestic franchise and balanced business model, moderate impaired loans, 
improved profitability, high capital ratios and a stable funding and liquidity profile. UBB has consolidated its position 
as the largest Bulgarian bank by assets, following the merger with KBC Bank Bulgaria (KBCBG) in 2023, and has strong 
market shares of around 20% of loans and deposits. The bank leverages its parent’s business model through offering 
complete services to its client base through banking, insurance and asset management. 

K&H’s VR recognises the bank’s solid franchise as the country’s third-largest bank, and its good asset quality and 
resilient performance through the cycle. The assessment also captures the bank’s balanced business model and lower 
risk appetite relative to domestic peers, although these are not fully insulated from the risks of the Hungarian 
operating environment. Reasonable capital metrics that could be enhanced by the parent, if needed, and sound 
deposit-based funding, underpin the rating. 
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Environmental, Social and Governance Considerations

The highest level of ESG credit relevance is a score of '3', unless otherwise disclosed in this section. A score of '3' means 
ESG issues are credit-neutral or have only a minimal credit impact on the entity, either due to their nature or the way 
in which they are being managed by the entity. Fitch's ESG Relevance Scores are not inputs in the rating process; they 
are an observation on the relevance and materiality of ESG factors in the rating decision. For more information on 
Fitch's ESG Relevance Scores, visit https://www.fitchratings.com/topics/esg/products#esg-relevance-scores. 

Banks
Ratings Navigator

Credit-Relevant ESG Derivation

Environmental (E) Relevance Scores

Social (S) Relevance Scores

Governance (G) Relevance Scores

How relevant are E, S and G issues to the

overall credit rating?

CREDIT-RELEVANT ESG SCALE

1

5

4

3

Reference

Business Profile (incl. Management & governance); Risk Profile

Operating Environment; Business Profile (incl. Management & 

governance); Risk Profile

S Relevance

Reference

Business Profile (incl. Management & governance)

Business Profile (incl. Management & governance); Earnings & 

Profitability; Capitalisation & Leverage

Business Profile (incl. Management & governance)

Business Profile (incl. Management & governance)

5

4

3

2

4

1

issues

ESG Relevance to

Credit Rating

How to Read This Page

ESG relevance scores range from 1 to 5 based on a 15-level color

gradation. Red (5) is most relevant to the credit rating and green (1)

is least relevant. 

The Environmental (E), Social (S) and Governance (G) tables

break out the ESG general issues and the sector-specific issues

that are most relevant to each industry group. Relevance scores are

assigned to each sector-specific issue, signaling the credit-

relevance of the sector-specific issues to the issuer's overall credit

rating. The Criteria Reference column highlights the factor(s) within

which the corresponding ESG issues are captured in Fitch's credit

analysis. The vertical color bars are visualizations of the frequency

of occurrence of the highest constituent relevance scores. They do

not represent an aggregate of the relevance scores or aggregate

ESG credit relevance.

The Credit-Relevant ESG Derivation table's far right column is a

visualization of the frequency of occurrence of the highest ESG

relevance scores across the combined E, S and G categories. The

three columns to the left of ESG Relevance to Credit Rating

summarize rating relevance and impact to credit from ESG issues.

The box on the far left identifies any ESG Relevance Sub-factor

issues that are drivers or potential drivers of the issuer's credit

rating (corresponding with scores of 3, 4 or 5) and provides a brief

explanation for the relevance score. All scores of '4' and '5' are

assumed to reflect a negative impact unless indicated with a '+' sign

for positive impact.h scores of 3, 4 or 5) and provides a brief

explanation for the score.  

Classification of ESG issues has been developed from Fitch's

sector ratings criteria. The General Issues and Sector-Specific

Issues draw on the classification standards published by the United

Nations Principles for Responsible Investing (PRI), the

Sustainability Accounting Standards Board (SASB), and the World

Bank.

2

1

5 issues

issues

5

5

1

Irrelevant to the entity rating and irrelevant to the 

sector.

Highly relevant, a key rating driver that has a 

significant impact on the rating on an individual 

basis. Equivalent to "higher" relative importance 

within Navigator.

Relevant to rating, not a key rating driver but has 

an impact on the rating in combination with other 

factors. Equivalent to "moderate" relative 

importance within Navigator.

5

4

KBC Group NV

Management Strategy

 5 issues

4

3

2

1

E Relevance

0key driver

driver

KBC Group NV has 5 ESG potential rating drivers
issues

0

Operational implementation of strategy

Reference

G Relevance

potential driver

not a rating driver

Irrelevant to the entity rating but relevant to the 

sector.

Minimally relevant to rating, either very low impact 

or actively managed in a way that results in no 

impact on the entity rating. Equivalent to "lower" 

relative importance within Navigator.

2







Governance is minimally relevant to the rating and is not currently a driver.

Sector-Specific Issues

3

2

n.a.

Quality and frequency of financial reporting and auditing 

processes

Human Rights, Community Relations, 

Access & Affordability

4

n.a.

Impact of labor negotiations, including board/employee 

compensation and composition
3

General Issues

3

General Issues

GHG Emissions & Air Quality

Energy Management

Water & Wastewater Management

Waste & Hazardous Materials 

Management; Ecological Impacts

Exposure to Environmental Impacts

1

1

1

1

2

E Score

3

Governance Structure

Group Structure

Financial Transparency

1

2

3
Customer Welfare - Fair Messaging, 

Privacy & Data Security

3

S Score

G Score

n.a.

n.a.

3

n.a.

Impact of extreme weather events on assets and/or 

operations and corresponding risk appetite & management; 

catastrophe risk; credit concentrations

n.a.

Shift in social or consumer preferences as a result of an 

institution's social positions, or social and/or political 

disapproval of core banking practices

Organizational structure; appropriateness relative to business 

model; opacity; intra-group dynamics; ownership

Board independence and effectiveness; ownership 

concentration; protection of creditor/stakeholder rights; legal 

/compliance risks; business continuity; key person risk; 

related party transactions

Services for underbanked and underserved communities: 

SME and community development programs; financial literacy 

programs

Compliance risks including fair lending practices, mis-selling, 

repossession/foreclosure practices, consumer data protection 

(data security)

Sector-Specific Issues

n.a.

Business Profile (incl. Management & governance); Financial Profile

Sector-Specific Issues

Business Profile (incl. Management & governance)

Business Profile (incl. Management & governance); Risk Profile; 

Asset Quality

n.a.

2

2

Employee Wellbeing

Exposure to Social Impacts

General Issues

n.a.

KBC Group NV has exposure to compliance risks including fair lending practices, mis-selling, repossession/foreclosure practices, consumer data protection (data 

security) but this has very low impact on the rating. 

n.a.

Labor Relations & Practices





https://www.fitchratings.com/topics/esg/products#esg-relevance-scores
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SOLICITATION & PARTICIPATION STATUS 

For information on the solicitation status of the ratings included within this report, please refer to the solicitation status shown in the relevant 
entity’s summary page of the Fitch Ratings website. 

For information on the participation status in the rating process of an issuer listed in this report, please refer to the most recent rating action 
commentary for the relevant issuer, available on the Fitch Ratings website. 
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