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Covering an area of 16,901 km², Wallonia is the largest of the three Belgian regions and
makes up the southern half of the sovereign territory of Belgium. However, with a population of around 3.6m people, Wallonia accounts for only around one third of the Belgian
population. There are two official languages, which comprises both the French Community of Belgium and the German-speaking Community of Belgium, to which, however, only
around 2% of inhabitants in the very east of the region belong. The two largest cities in
Wallonia are Liège and Charleroi, each with a population of approx. 200,000 inhabitants.
In fact, Liège forms the central economic and cultural hub of the region as a whole. However, the capital of Wallonia is Namur, a city of 110,000 people. Near-permanent conflict
Outlook has shaped the relationship between Wallonia and its Flemish-speaking, northern neighbour Flanders. The dispute began when the two regions clashed over the official languStable age, although contemporary tensions are above all related to economic issues. While
Wallonia assumed the mantle for a flourishing coal and steel industry at the beginning of
the 20th century, its northern counterpart was regarded as structurally weak. Following
the demise of industry and sluggishly implemented structural reforms in the Frenchspeaking regions, the economic strength ratio was reversed to the benefit of Flanders. In
recent decades, the areas of responsibility of the regions have been expanded following
the implementation of a series of reforms, with the result that today they are administered by the respective local governments on a largely autonomous basis.
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Funding activities
Wallonia benefits from good access to diversified funding sources. In 2020, e.g., strong
demand was recorded for three benchmark bond deals with an overall volume of EUR
3.7bn. Two of these issuances were classified as ESG bonds. The region has established
a debt agency with the aim of optimising its funding strategy. Debt management is based on strict regulations. In this context, securities with a residual term to maturity of
less than 12 months and five years may respectively make up a maximum of 15% and
50% of total debt. The share of bonds with a variable rate of interest is capped at 15%,
while no diversification in terms of currency is implemented. Overall, WALLOO – as per
the Bloomberg ticker – has an outstanding bond volume of EUR 15.4bn split to 169
bonds. The longest bond matures in 2120, four EUR-benchmarks are ESG labelled.
Marketing communication (see disclaimer on the last pages)
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Rating
Wallonia is rated at A3 by Moody’s (with a stable outlook). In December 2020, the outlook for Wallonia (still being at A2) was changed to negative in view of the uncertainty
relating to the further course of the pandemic. One year later (in Dec. 2021) the rating
action was undertaken due to the still rising debt burden following Covid-19 and flooding. In terms of strengths, Moody’s highlights the clearly defined responsibilities of the
Belgian governance system, in addition to a high degree of fiscal autonomy and efforts
aimed at reducing expenditure on the basis of zero-based budgeting. Due to comprehensive fiscal autonomy (sixth state reform 2014) and the fact that 42% of revenues are
raised via taxation that can be adjusted by the region, the rating agency attests to the
fact that Wallonia boasts extensive leeway in terms of revenues. The establishment of a
debt agency is also assessed positively. According to Moody’s, the main challenges relate
to the regional budget, which has been in deficit for years, rising debts and the weak
economic situation compared with other Belgian and peer European regions.
Key economic metrics
The discrepancy between the regions is, among other aspects, today reflected in the
unemployment rate, which stood at 8.9% in 2021 in Wallonia, more than twice as high as
Flanders (3.9%). While the economic output of Wallonia was growing steadily by an average of 1.5% p.a. in the years prior to the pandemic, the region is nevertheless still feeling
the effects of structural change. It accounts for a share of only around 23% in Belgian
GDP, despite making up roughly one third of the population. Before the pandemic, per
capita GDP amounted to EUR 27,600, significantly below the Belgian average of
EUR 36,600. These days, Wallonia’s economic focus is directed towards the service sector
to an above-average extent. Around 80% of all employees worked in this sector. Companies in Wallonia are heavily orientated towards exports, generating an average of 70% of
sales via exports over the past few years. The chemical and pharmaceutical industries
play the most prominent role here, accounting for 36% of exports overall. More than
50% were generated from exports to France (29%), Germany (15%) and the USA (8%).
Budget
Deficits have been recorded in the budget of Wallonia each year since 2008. As a result,
the debt level has risen continuously. In order to improve this situation, Wallonia started
to pursue a policy of zero-based budgeting. This essentially means that expenditure
should be continuously reviewed and re-planned from scratch instead of being calculated
based on the previous year’s budget, as is customary. In addition to savings that should
be generated from this, the change in approach aims to improve capital allocation in
terms of sustainability. The coronavirus crisis plus flooding have intensified the deficit
spending: expenditure in 2021 totalled EUR 18.9bn, while revenues came to just
EUR 13.2bn. The (preliminary) data for the 2022 budget can be broken down as follows:
Breakdown of the 2022 income

Breakdown of the 2022 expenditure
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Local authorities & social actions

14%

Econonmy & Research
Agriculture, natural resources &
environment
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Regulatory treatment
In the SSA segment, we regard the regulatory treatment of exposure as one of the main
determinants of the relative attractiveness of an issuer and/or bond. The method of
deriving the risk weighting through CRR, the Commission's decision and CAR therefore
confirm the logic of assigning a risk weighting of 0% based on the standard approach.
Accordingly, in our opinion, Belgian regions represent interesting alternatives to other
issuer groups, which benefit from similar regulatory preferential treatment. We also
come to the conclusion that Belgian regions benefit from Level 1 classification in the
context of the LCR, similar to German Bundeslaender, for example. Preferred status is
also awarded within the framework of Solvency II.
Liability mechanism
Interestingly, the Belgian regions enjoy neither horizontal financial equalisation nor an
explicit guarantee from the Kingdom of Belgium. Consequently, the state is charged with
making corresponding transfer payments at federal level (vertical structure). Tensions
between Flanders and Wallonia can be described as significant. It can therefore be stated
that no support or liability mechanisms are in place either between the regions and
communities or in relation to the federal state. Additionally to underpin our own analyses, Moody's believes it is "highly probable" that the federal government would provide
support in the event of payment difficulties – so do we.
Summary of Belgian regions
Risk weighting

0%

LCR classification

Level 1 (EBA list)

NSFR classification

0%

Solvency II classification

Preferred (0%)

Strengths/opportunities
 Savings potential from introduction of zero-based
budgeting
 Good market access
 Prudent debt management

Risks/weaknesses
 High level of unemployment
 Budget deficits recorded each year since 2008
 Political and social conflicts between the regions

Comment
To drop one of our favourite cues: “Beyond Bundeslaender”. We see Wallonia as an active issuer among Belgian regions. Despite the fact that the region’s debt level was high
even prior to the onset of the Covid-19 crisis and now looks set to rise further due to the
pandemic plus the flooding in July 2021, it is still manageable for the government overall.
Out of the EU’s Recovery and Resilience Facility (RRF), Wallonia can expect EUR 1.5bn on
the one hand. On the other hand, this would cover only approx. 20% of the required
funds for green and social investments. We assess the long deficit history as negative,
while the below-average economic output compared with other Belgian regions, combined with the high level of unemployment, is another weakness from our perspective.
The region continues to suffer from tangible impacts in connection with the structural
change related to the former strength of its coal and steel industry. From our point of
view, zero-based budgeting is a step in the right direction for the future. The established
debt agency is definitely a positive development for future economic stability. It would
appear that the new government is taking this issue (even) more seriously than was previously the case. This is also reflected in the expanded investor relations and other capital
market communication activities.
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Contacts at NORD/LB
Markets Strategy & Floor Research
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+49 511 361-4108
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Sales

Trading

Institutional Sales

+49 511 9818-9440

Covereds/SSA

+49 511 9818-8040

Sales Sparkassen &
Regionalbanken

+49 511 9818-9400

Financials

+49 511 9818-9490

Sales MM/FX

+49 511 9818-9460

Governments

+49 511 9818-9660

Sales Europe

+352 452211-515

Laender/Regionen

+49 511 9818-9550

Frequent Issuers

+49 511 9818-9640

Origination & Syndicate
Origination FI

+49 511 9818-6600

Sales Wholesale Customers

Origination Corporates

+49 511 361-2911

Firmenkunden

+49 511 361-4003

Asset Finance

+49 511 361-8150

Treasury
Collat. Management/Repos

+49 511 9818-9200

Liquidity Management

+49 511 9818-9620
+49 511 9818-9650
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Disclaimer
The present report (hereinafter referred to as “information”) was drawn up by NORDDEUTSCHE LANDESBANK GIROZENTRALE (NORD/LB). The supervisory
authorities responsible for NORD/LB are the European Central Bank (ECB), Sonnemannstraße 20, D-60314 Frankfurt am Main, and the Federal Financial
Supervisory Authority in Germany (Bundesanstalt für Finanzdienstleitungsaufsicht; BaFin), Graurheindorfer Str. 108, D -53117 Bonn and Marie-Curie-Str. 2428, D-60439 Frankfurt am Main. The present report and the products and services described herein have not been reviewed or approved by the relevant
supervisory authority.
The present information is addressed exclusively to Recipients in Austria, Belgium, Canada, Cyprus, the Czech Republic, Denma rk, Estonia, Finland, France,
Germany, Greece, Indonesia, Ireland, Italy, Japan, Korea, Luxembourg, the Netherlands, New Zealand, Poland, Portugal, Singapore, Portugal, Spain, Sweden,
Switzerland, the Republic of China (Taiwan), Thailand, the United Kingdom and Vietnam (hereinafter referred to as “Relevant Persons” or “Recipients”). The
contents of the information are disclosed to the Recipients on a strictly confidential basis and, by accepting such information, the Recipients shall agree that
they will not forward it to third parties, copy and/or reproduce this information without the prior written consent of NORD/LB. The present information is
addressed solely to the Relevant Persons and any parties other than the Relevant Persons shall not rely on the information contained herein. In particular,
neither this information nor any copy thereof shall be forwarded or transmitted to the United States of America or its territ ories or possessions, or distributed
to any employees or affiliates of Recipients resident in these jurisdictions.
The present information does not constitute financial analysis within the meaning of Art. 36 (1) of the Delegate Regulation (EU) 2 017/565, but rather represents a marketing communication for your general information within the meaning of Art. 36 (2) of this Regulation. Against this background, NORD/LB expressly points out that this information has not been prepared in accordance with legal provisions promoting the independence of investment research and
is not subject to any prohibition of trading following the dissemination of investment research. Likewise, this information does not constitute an investment
recommendation or investment strategy recommendation within the meaning of the Market Abuse Regulation (EU) No. 596/2014.
This report and the information contained herein have been compiled and are provided exclusively for information purposes. The present information is not
intended as an investment incentive. It is provided for the Recipient’s personal information, subject to the express understanding, which shall be acknowledged
by the Recipient, that it does not constitute any direct or indirect offer, recommendation, solicitation to purchase, hold or sell or to subscribe for or acquire any
securities or other financial instruments nor any measure by which financial instruments might be offered or sold.
All actual details, information and statements contained herein were derived from sources considered reliable by NORD/LB. For the preparation of this information, NORD/LB uses issuer-specific financial data providers, own estimates, company information and public media. However, since these sources are not
verified independently, NORD/LB cannot give any assurance as to or assume responsibility for the accuracy and completeness of the information contained
herein. The opinions and prognoses given herein on the basis of these sources constitute a non-binding evaluation of the employees of the Markets Strategy &
Floor Research division of NORD/ LB. Any changes in the underlying premises may have a material impact on the developments described herein. Neither
NORD/LB nor its governing bodies or employees can give any assurances as to or assume any responsibility or liability for the accuracy, appropriateness and
completeness of this information or for any loss of return, any indirect, consequential or other damage which may be suffered by persons relying on the information or any statements or opinions set forth in the present Report (irrespective of whether such losses are incurred due to any negligence on the part of
these persons or otherwise).
Past performance is not a reliable indicator of future performance. Exchange rates, price fluctuations of the financial instruments and similar factors may have a
negative impact on the value and price of and return on the financial instruments referred to herein or any instruments linked thereto. Fees and commissions
apply in relation to securities (purchase, sell, custody), which reduce the return on investment. An evaluation made on the basis of the historical performance of
any security does not necessarily provide an indication of its future performance.
The present information neither constitutes any investment, legal, accounting or tax advice nor any assurance that an investm ent or strategy is suitable or
appropriate in the light of the Recipient’s individual circumstances, and nothing in this information constitutes a personal recommenda tion to the Recipient
thereof. The securities or other financial instruments referred to herein may not be suitable for the Recipient’s personal investment strategies and objectives,
financial situation or individual needs.
Moreover, the present report in whole or in part is not a sales or other prospectus. Accordingly, the information contained h erein merely constitutes an overview and does not form the basis for any potential decision to buy or sell on the part of an investor. A full description of the d etails relating to the financial
instruments or transactions which may relate to the subject matter of this report is given in the relevant (financing) documentation. To the extent that the
financial instruments described herein are NORD/LB’s own issues and subject to the requirement to publish a prospectus, the c onditions of issue applicable to
any individual financial instrument and the relevant prospectus published with respect thereto as well NORD/LB’s relevant registration form, all of which are
available for download at www.nordlb.de and may be obtained free of charge from NORD/LB, Georgsplatz 1, 30159 Hanover, shall be solely binding. Furthermore, any potential investment decision should be made exclusively on the basis of such (financing) documentation. The present infor mation cannot replace
personal advice. Before making an investment decision, each Recipient should consult an independent investment adviser for individual investment advice with
respect to the appropriateness of an investment in financial instruments or investment strategies subject to this information as well as for other and more
recent information on certain investment opportunities.
Each of the financial instruments referred to herein may involve substantial risks, including capital, interest, index, currency and credit risks in addition to political, fair value, commodity and market risks. The financial instruments could experience a sudden and substantial deterioration in value, including a total loss of
the capital invested. Each transaction should only be entered into on the basis of the relevant investor’s assessment of his or her individual financial situation as
well as of the suitability and risks of the investment.
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NORD/LB and its affiliated companies may participate in transactions involving the financial instruments described in the present information or their underlying basis values for their own account or for the account of third parties, may issue other financial instruments with the same or similar features as t hose of the
financial instruments presented in this information and may conduct hedging transactions to hedge positions. These measures may affect the price of the
financial instruments described in the present information.
If the financial instruments presented in this information are derivatives, they may, depending on their structure, have an i nitial negative market value from the
customer's perspective at the time the transaction is concluded. NORD/LB further reserves the right to transfer its economic risk from a derivative concluded
with it to a third party on the market by means of a mirror-image counter transaction.
More detailed information on any commission payments which may be included in the selling price can be found in the “Customer Informat ion on Securities
Business" brochure, which is available to download at www.nordlb.de.
The information contained in the present report replaces all previous versions of corresponding information and refers exclusively to the time of preparation of
the information. Future versions of this information will replace this version. NORD/LB is under no obligation to update and/or regularly review the data contained in such information. No guarantee can therefore be given that the information is up-to-date and continues to be correct.
By making use of this information, the Recipient shall accept the terms and conditions outlined above.
NORD/LB is a member of the protection scheme of Deutsche Sparkassen-Finanzgruppe. Further information for the Recipient is indicated in clause 28 of the
General Terms and Conditions of NORD/LB or at www.dsgv.de/sicherungssystem.
Additional information for Recipients in Australia:
NORD/LB IS NOT A BANK OR DEPOSIT TAKING INSTITUTION AUTHORISED UNDER THE 1959 BANKING ACT OF AUSTRALIA. IT IS NOT SUPERVISED BY THE AUSTRALIAN PRUDENTIAL REGULATION AUTHORITY. NORD/LB does not provide personal advice with this information and does not take into account the objectives, financial situation or needs of the Recipient (other than for the purpose of combating money laundering).
Additional information for Recipients in Austria:
None of the information contained herein constitutes a solicitation or offer by NORD/LB or its affiliates to buy or sell any securities, futures, options or other
financial instruments or to participate in any other strategy. Only the published prospectus pursuant to the Austrian Capital Market Act should be the basis for
any investment decision of the Recipient. For regulatory reasons, products mentioned herein may not be on offer in Austria and therefore not available to
investors in Austria. Therefore, NORD/LB may not be able to sell or issue these products, nor shall it accept any request to sell or issue these products to investors located in Austria or to intermediaries acting on behalf of any such investors.
Additional information for Recipients in Belgium:
Evaluations of individual financial instruments on the basis of past performance are not necessarily indicative of future results. It should be noted that the
reported figures relate to past years.
Additional information for Recipients in Canada:
This report has been prepared solely for information purposes in connection with the products it describes and should not, under any circumstances, be construed as a public offer or any other offer (direct or indirect) to buy or sell securities in any province or territory of Canada. No financial market authority or
similar regulatory body in Canada has made any assessment of these securities or reviewed this information and any statement to the contrary constitutes an
offence. Potential selling restrictions may be included in the prospectus or other documentation relating to the relevant product.
Additional information for Recipients in Cyprus:
This information constitutes an analysis within the meaning of the section on definitions of the Cyprus Directive D1444-2007-01 (No. 426/07). Furthermore, this
information is provided for information and promotional purposes only and does not constitute an individual invitation or off er to sell, buy or subscribe to any
investment product.
Additional information for Recipients in the Czech Republic:
There is no guarantee that the invested amount will be recouped. Past returns are no guarantee of future results. The value of the investments may rise or fall.
The information contained herein is provided on a non-binding basis only and the author does not guarantee the accuracy of the content.
Additional information for Recipients in Denmark:
This Information does not constitute a prospectus under Danish securities law and consequently is not required to be, nor has been filed with or approved by
the Danish Financial Supervisory Authority, as this Information either (i) has not been prepared in the context of a public offering of securities in Denmark or the
admission of securities to trading on a regulated market within the meaning of the Danish Securities Trading Act or any executive orders issued pursu ant thereto, or (ii) has been prepared in the context of a public offering of securities in Denmark or the admission of securities to trading on a regulated market in reliance on one or more of the exemptions from the requirement to prepare and publish a prospectus in the Danish Securities Tradi ng Act or any executive orders
issued pursuant thereto.
Additional information for Recipients in Estonia:
It is advisable to closely examine all the terms and conditions of the services provided by NORD/LB. If necessary, Recipients of this information should consult
an expert.
Additional information for Recipients in Finland:
The financial products described herein may not be offered or sold, directly or indirectly, to any resident of the Republic of Finland or in the Republic of Finland,
except pursuant to applicable Finnish laws and regulations. Specifically, in the case of shares, such shares may not be offered or sold, directly or indirectly, to
the public in the Republic of Finland as defined in the Finnish Securities Market Act (746/2012, as amended). The value of in vestments may go up or down.
There is no guarantee of recouping the amount invested. Past performance is no guarantee of future results.
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Additional information for Recipients in France:
NORD/LB is partially regulated by the “Autorité des Marchés Financiers” for the conduct of French business. Details concerning the extent of our regulation by
the respective authorities are available from us on request. The present information does not constitute an analysis within t he meaning of Article 24 (1) Directive 2006/73/EC, Article L.544-1 and R.621-30-1 of the French Monetary and Financial Code, but does represent a marketing communication and does qualify as a recommendation pursuant to Directive 2003/6/EC and Directive 2003/125/EC.
Additional information for Recipients in Greece:
The information contained herein gives the view of the author at the time of publication and may not be used by its Recipient without first having confirmed
that it remains accurate and up to date at the time of its use. Past performance, simulations or forecasts are therefore not a reliable indicator of future results.
Investment funds have no guaranteed performance and past returns do not guarantee future performance.
Additional information for Recipients in Indonesia:
This report contains generic information and has not been tailored to the circumstanc es of any individual or specific Recipient. This information is part of
NORD/LB’s marketing material.
Additional information for Recipients in the Republic of Ireland:
This information has not been prepared in accordance with Directive (EU) 2017/1129 (as amended) on prospectuses (the “Prospectus Directive”) or any
measures made under the Prospectus Directive or the laws of any Member State or EEA treaty adherent state that implement the Prospectus Directive or such
measures and therefore may not contain all the information required for a document prepared in accordance with the Prospectus Directive or the laws.
Additional information for Recipients in Japan:
This information is provided to you for information purposes only and does not constitute an offer or solicitation of an offer to enter into securities transactions
or commodity futures transactions. Although the actual data and information contained herein has been obtained from sources w hich we believe to be reliable
and trustworthy, we are unable to vouch for the accuracy and completeness of this actual data and information.
Additional information for Recipients in South Korea:
This information has been provided to you free of charge for information purposes only. The information contained herein is factual and does not reflect any
opinion or judgement of NORD/LB. The information contained herein should not be construed as an offer, marketing, solicitation to submit an offer or investment advice with respect to the financial investment products described herein.
Additional information for Recipients in Luxembourg:
Under no circumstances shall the present information constitute an offer to purchase or issue or the solicitation to submit an offer to buy or subscribe for
financial instruments and financial services in Luxembourg.
Additional information for Recipients in New Zealand:
NORD/LB is not a bank registered in New Zealand. This information is for general information only. It does not take into acco unt the Recipient's financial situation or objectives and is not a personalised financial advisory service under the 2008 Financial Advisers Act.
Additional information for Recipients in the Netherlands:
The value of your investment may fluctuate. Past performance is no guarantee for the future.
Additional information for Recipients in Poland:
This information does not constitute a recommendation within the meaning of the Regulation of the Polish Minister of Finance Regarding Information Constituting Recommendations Concerning Financial Instruments or Issuers thereof dated 19 October 2005.
Additional information for Recipients in Portugal:
This information is intended only for institutional clients and may not be (i) used by, (ii) copied by any means or (iii) dis tributed to any other kind of investor, in
particular not to retail clients. The present information does not constitute or form part of an offer to buy or sell any of the securities covered by the report, nor
should it be understood as a request to buy or sell securities where that practice may be deemed unlawful. The information contained herein is based on information obtained from sources which we believe to be reliable, but is not guaranteed as to accuracy or completeness. Unless otherwise stated, all views
contained herein relate solely to our research and analysis and are subject to change without notice.
Additional information for Recipients in Sweden:
This information does not constitute (or form part of) a prospectus, offering memorandum, any other offer or solicitation to acquire, sell, subscribe for or
otherwise trade in shares, subscription rights or other securities, nor shall it or any part of it form the basis of or be relied on in connection with any contract or
commitment whatsoever. The present information has not been approved by any regulatory authority. Any offer of securities will only be made pursuant to an
applicable prospectus exemption under the EC Prospectus Directive (Directive (EU) 2017/1129), and no offer of securities is b eing directed to any person or
investor in any jurisdiction where such action is wholly or partially subject to legal restrictions or where such action would require addi tional prospectuses,
other offer documentation, registrations or other actions.
Additional information for Recipients in Switzerland:
This information has not been approved by the Federal Banking Commission (merged into the Swiss Financial Market Supervisory Authority (FINMA) on 1 January 2009). NORD/LB will comply with the Directives of the Swiss Bankers Association on the Independence of Financial Research (as amended). The present
information does not constitute an issuing prospectus pursuant to article 652a or article 1156 of the Swiss Code of Obligations. The information is published
solely for the purpose of information on the products mentioned herein. The products do not qualify as units of a collective investment scheme pursuant to the
Federal Act on Collective Investment Schemes (CISA) and are therefore not subject to supervision by FINMA.
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Additional information for Recipients in the Republic of China (Taiwan):
This information is provided for general information only and does not take into account the individual interests or requirem ents, financial status and investment objectives of any specific investor. Nothing herein should be construed as a recommendation or advice for you to subscribe to a particular investment
product. You should not rely solely on the information provided herein when making your investment decisions. When considering any investment, you should
endeavour to make your own independent assessment and determination on whether the investment is suitable for your needs and seek your own professional
financial and legal advice. NORD/LB has taken all reasonable care in producing this report and trusts that the information is reliable and suitable for your situation at the date of publication or delivery. However, no guarantee of accuracy or completeness is given. To the extent that NORD/LB has exercised the due care
of a good administrator, we accept no responsibility for any errors, omissions, or misstatements in the information given. NORD/LB does not guarantee any
investment results and does not guarantee that the strategies employed will improve investment performance or achieve your investment objectives.
Information for Recipients in the United Kingdom:
NORD/LB is subject to partial regulation by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority (PR A). Details of the scope of regulation by the FCA and the PRA are available from NORD/LB on request. The present information is "financial promotion". Recipients in the United Kingdom should
contact the London office of NORD/LB, Investment Banking Department, telephone: 0044 / 2079725400, in the event of any queries. An investment in financial
instruments referred to herein may expose the investor to a significant risk of losing all the capital invested.
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