Acquisition of GE Capital Interbanca Group

28 July 2016

Disclaimer
■

This presentation does not represent a prospectus or other offering documentation, and does not constitute or form part of, and
should not be construed as, any offer or invitation to subscribe for, underwrite or otherwise acquire, any securities of Banca IFIS or
any member of its group nor should it or any part of it form the basis of, or be relied on in connection with, any contract to purchase
or subscribe for any securities in Banca IFIS or any member of its group or any commitment (including any financing commitment)
whatsoever. Furthermore, it does not provide any form of advice (investment, tax or legal) comparable to investment advice, nor
does it make any suggestions about specific financial instruments, investments or products of Banca IFIS and it decline any
responsibility for eventual investment decisions (including any financing decision) made on the basis of the information contained in
this presentation.

■

The information contained in this presentation is for background purposes only and is may be subject to amendment, revision and
updating. The information, estimates, targets and projections contained herein reflect significant assumptions and subjective
judgments by Banca IFIS’s and Banca IFIS’s managements concerning anticipated results. In addition, certain statements in this
presentation are forward-looking statements under the US federal securities laws. These statements include financial projections
and estimates and their underlying assumptions, statements regarding plans, objectives and expectations with respect to future
operations, products and services, and statements regarding future performance. Forward-looking statements are generally
identified by the words “expects”, “anticipates”, “believes”, “intends”, “estimates” and similar expressions. By their nature, forwardlooking statements involve a number of risks, uncertainties and assumptions which could cause actual results or events to differ
materially from those expressed or implied by the forward-looking statements. Furthermore, the information, assumptions and
judgments contained herein may or may not prove to be accurate or correct and there can be no assurance that any estimates,
targets or projections are attainable or will be realized.

■

These include, among other factors, changing business or other market conditions and the prospects for growth anticipated by the
Banca IFIS’s and Banca IFIS’s management. These and other factors could adversely affect the outcome and financial effects of
the plans and events described herein. Forward-looking statements contained in this presentation regarding past trends or activities
should not be taken as a representation that such trends or activities will continue in the future. Banca IFIS do not undertake any
obligation to update or revise any forward-looking statements (including forward looking statements), whether as a result of new
information, future events or otherwise. You should not place undue reliance on forward-looking statements, which speak only as of
the date of this presentation. The delivery of this presentation shall not, under any circumstances, create any implication that there
has been no change in the affairs of Banca IFIS since the date hereof. In furnishing this presentation, Banca IFIS do not undertake
any obligation to update any of the information contained herein or to correct any inaccuracies which may become apparent.

■

No representation or warranty, express or implied is or will be given by Banca IFIS or their respective affiliates, shareholders,
directors, partners, employees or advisers or any other person as to the accuracy, completeness or fairness of the information
contained in this presentation and no responsibility or liability whatsoever is accepted by the same for the accuracy or sufficiency
thereof or for any errors, omissions or misstatements negligent or otherwise relating thereto.
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Key Transaction Highlights
Indicative Timeline

Expected submission and
approval of filing to Bank
of Italy and ECB(1)
Signing of the
Acquisition
Agreements

Today
28
July 2016

By the
end of July 2016

By the
end of October 2016

By year-end 2016

Expected 5 months

Presentation to financial
community of the
Acquisition Project

(1)

Change of ownership

In parallel with the BoI and ECB approval process, Banca IFIS will also apply to Italian Competition Authority (Autorità Garante della Concorrenza e del Mercato – AGCM) in order to exclude abuses of dominant position as
well as concentrations which may create or strengthen dominant positions detrimental to competition.
The application process has been started with the support of the Bank’s legal advisors, Clifford Chance.
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Key Transaction Highlights
The Target

Unlisted

GE Capital Finance S.r.l.
(“Factoring”)

*

GE Capital Servizi Finanziari S.p.A.
(“Fin. Leasing”)

GE Capital
Services S.r.l.
(“Op. Leasing”)

(*) Company’s legal entities before acquisition
(**) Source: Interbanca’s Consolidated Report as of Dec.2015

Highlights 2015 **

Eu mn

Net banking income

87

Result from financial operations

28

Operating costs

(83)

Net Loss

(45)

Total assets

4.098

Loans to customers

3.038

Due to GE

2.395

Equity

1.059

Common Equity Tier 1 Cap Ratio

25,7%

Total Capital Ratio

25,9%

Impaired loans (gross)

1.159

of which NPL (gross)

549

Net Exposure(Net Impaired loans)

509

Coverage Deteriorated assets

56,1%

Net Deteriorated Assets/Equity

48,1%

Net NPL

117,4

NPL Coverage

78,6%

Net NPL/Equity

11,1%

Net NPL/Loans

3,6%
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Key Transaction Highlights
Transaction structure
First hypothesis on Banca IFIS’s target structure
after 18-24 months

Transaction's key terms

2016 at closing
1

●

Listed

Purchase Price to be
paid at closing, equal
to Eu 160 mn cash*

Within the end of 2018 **

Interbanca
(“Lending”)

Factoring
Company

Financial leasing
Company

Operating Leasing
Company

Operating leasing
Company

2

Banca IFIS Shareholder Structure at 31 December 2015

Unlisted

Treasury
Share
1,37%

GE Capital Finance
S.r.l. (“Factoring”)

GE Capital Servizi
Finanziari S.p.A. (“Fin.
Leasing”)

Free
Float
38,70%

Riccardo
Preve
2,32%

Marina
Salamon
2,05%

Wasatch
advisors
2,00%

GE Capital
Services S.r.l.
(“Op. Leasing”)

(*) Subject to price adjustment mechanism between 31/12/2015 and closing
(**) As results of the merger of the company of GE Capital Interbanca Group

Giovanni Bossi
3,44%

La Scogliera
50,11%
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Key Transaction Highlights
The Scenario

“We decided to exit all of the financing platforms not
related to GE industrial businesses”
Jeffrey R. Immelt Chairman of the Board & Chief Executive Officer, GE
February 26, 2016 *

~$23B
To go

GE Capital announced it would sell
approximately $200 billion of assets by the
end of 2017. As of June’16, GE has closed
transactions for more than $158 billion of
assets and signed transactions for $181
billion of assets **

Signings

Closings

~$181B thru 2Q’16

~$158B thru 2Q’16

~$10B
3QTD
~$38B
To go

(*) GE Annual Report 2015 (http://www.ge.com/ar2015/letter/ )
(**) GE 2016 second quarter performance ( http://www.ge.com/sites/default/files/ge_webcast_presentation_07222016_1.pdf )
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Key Transaction Highlights
Main figures

Scope of the
Acquisition

Acquisition of 99,99%* of Interbanca S.p.A (Lending) and its Factoring and Leasing (financial & operational)
businesses

●

Combine knowhow of both Groups
In depth knowledge of small Italian enterprises, with focus on their financial cycle
Development and retention of existing clients and acquisition of new ones

●

Enhancement of new group shareholders equity

●

Rationale

Purchase
Price

Funding

People

●

Purchase price is equal to Eu 160 mn in cash, subject to price adjustment mechanism between 31/12/2015 and
closing

At Closing Interbanca Group exposure vs GE (estimated below 2 bn**) will be reimbursed
Funding sources mainly comprise of:
●
Committed line provided by a Bank Consortium (around Eu 0.950 bn) on GE assets
●
Retail funding (Eu 1 bn in excess deposits expected at closing)

Acquisition of approximately 500 HR, over 1300 HR at Banca IFIS Group post-transaction

(*) 0.01% owned by natural persons, non-active shareholders
(**) Eu 2,395 bn at 31 December 2015 GE intercompany indebtedness (source: Consolidated Report)
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Strategic Rationale
Complementary products with strong commitment to growing in an efficient way

B2B Trade
finance

DRL

*
Focus on SMEs & micro companies
and Public Administration

Investment in retail Unsecured Distressed
Loan portfolios

Lending

Medium/long term financing to MidCap
through a dedicated legal entity, GE
Capital Interbanca

Leasing

Financial and operating leasing through
two distinct legal entities, GE Capital
Servizi Finanziari (“Financial Leasing”),
106 TUB and GE Capital Services
(“Operating Leasing”), which offers only
operating leasing, in the Equipment
Finance segment

Factoring

Factoring business towards medium size
companies through a dedicated legal
entity, GE Capital Finance, formally
registered ex art. 106 del TUB.

*

Over 1,000,000 positions

Tax
receivables

Purchase of tax receivables arising from
insolvency proceedings

*

Key figures (2015)*

Key figures (2015)* *

# Headcount

724 ***

# Headcount

# Offices

29

# Offices

505
5

Net Banking income (Eu mn)

408

Net Banking income (Eu mn)

Net Equity (Eu mn)

573

Net Equity (Eu mn)

1,059

Total Assets (Eu bn)

6,9
5,000+

Total Assets (Eu bn)

4,1
80,000+

# Clients (SMEs)

(*) Company’s legal entities before acquisition

# Clients (Enterprises)
(**) Source: Consolidated Report as of Dec.2015

87

(***) As of today: 820
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Strategic Rationale
Focus Interbanca Group
Historical development of Interbanca

1961

1993
1997
1999
2003
2007
2008

Highlights on GE Capital Interbanca Group **
General Electric
International Holdings
Limited

Establishment of Interbanca by
Banco Ambrosiano, Banca
d'America e d'Italia and Banca
Nazionale dell'Agricoltura

99,99%(*)

GE Capital Interbanca

Interbanca started to provide
merchant and investment banking
services
Acquisition of Interbanca by
Antonveneta
Listing of Interbanca on Italian
Stock Exchange by Antonveneta
Delisting of Interbanca by
AntonVeneta
Acquisition of Antonveneta by
Banco Santander

Full banking
license

Medium/long term lending vs MidCap
Run-off portfolio on Structured Finance

79%

100%

60%
40%

GE Capital Finance

GE Capital Servizi FInanziari

Art.106

21%

GE Capital Services (b)

Art.106

Unregulated

Transportation leasing (finance leasing)
Equipment finance (finance leasing)

Factoring

Equipment finance (operating leasing)

Unregulated entity

Security salary loan (run-off)
Mortgages (run-off)

Operation scope

Location GE Capital Interbanca Group
Milano

Acquisition of Interbanca by GE
from Santander
Bologna

2009

Renamed GE Capital Interbanca
S.p.A.

2010

Set up of GE Capital Interbanca
Group (incl. leasing &factoring)

2011

Refocusing product lines

2015

General Electric announced a
global disposal of program of
approx. $200 bn GE Capital assets

Mondovì

Roma

Leasing

Shared

(*) 0.01% owned by natural persons, non-active shareholders

Lending

Factoring

(**) Company’s legal entities before acquisition
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Strategic Rationale
Vision and Mission focused on services and clients

Vision
Create the leading
specialty finance Italian
player with in-depth
know-how to provide a
complete range of
financial services to the
SMEs and micro
enterprises sectors (from
working capital to
restructuring and Non
Performing Loans)

Mission

The leading specialty finance Italian player with indepth know-how on
SMEs:
●

Financing working capital

●

Financing medium to long term projects

●

Providing leasing services for the purchase of vehicles and capital goods

●

Supporting specialty-finance operations

●

Focusing on corporate impaired assets

12

Strategic Rationale
Value creation area

۷
۷
۷
۷
۷
۷
۷

Run-off of less profitable positions (mainly in business lending)

Selective approach to small-medium size companies in lending

New specialty-finance opportunities in niche areas (e.g. restructuring)

Cross-selling opportunities within both the customer base of Banca IFIS and of Interbanca Group in
order to significantly improve current customer development and retention

Active management of deteriorated corporate assets; open to further development

Rationalization and simplification of the target operating model

Cost synergies by leveraging the target HR structure to support the new Group’s expected growth
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Strategic Rationale
Key guidelines for the new Group
●
●

Lending

●
●

●

Factoring

Reduction of average ticket loan and focus on more profitable small-sized clients
Cross-selling opportunities for medium/long term products to Banca IFIS’s clients
Management of deteriorated corporate assets.
Set up dedicated structured finance Unit, leveraging Interbanca expertise

Integration of Interbanca’s portfolio into Banca IFIS’s business model
‒ Selective actions in the face of big clients and progressive replacement with SMEs and/or
integration of indirect factoring;
‒ Synergies with the operational structure and information systems.
‒ Stronger roots in Italy

Leasing

●

Cross-selling of leasing product to Banca IFIS’s factoring clients and vice versa

●

Selective retention/strengthening of commercial resources
Strengthening of the role of agents network

●

●
●

Operating Model

●
●

Simplification and rationalization of the Governance and Group's structure
Operating and Business Processes standardization
Leverage on Banca IFIS’s consolidated standard procedures
Strong and consolidated role in the on-line banking arena
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Strategic Rationale
Main synergies
●

Operating model optimization and rationalization by
‒ avoiding overlap,
‒ adapting capacity in the run-off and/or non core businesses (eg, large ticket lending),
‒ optimizing administrative, control and central functions
‒ focusing commercial staff
‒ capturing economies of scale and scope benefits
‒ simplification of governance

Savings in
Banca IFIS

●

People reallocated in Banca IFIS business area and central functions

●

Substitution of the GE funding sources with the Banca IFIS ones (e.g. deposits)
Structured use of securitization programs

Funding
synergies

Cost
synergies

Operating model
optimization and
rationalization

Savings on
cost of funding

●

●

Volume increase
synergies

●

Revenue
synergies

●

Net interest income
synergies

Net commission
income synergies

New customers acquired thanks to widening the financial services range for SMEs
Increase of operations’ effectiveness and efficiency by maximizing the joint experience, knowhow and best practices
Cross-selling within the Banca IFIS and Interbanca Group customer bases

●

Increase profitability thanks to positioning on the medium-small business segment and running
off Interbanca’s shipping and real estate

●

Average increase in profitability for the Factoring Business Unit, in line with the services of Banca
IFIS Impresa Business Unit
Improvement in profitability resulting from efficiency in Leasing Business Unit

●
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Strategic Rationale
Run rate synergies in 2018
HIGHLY
PRELIMINARY

Expected synergies in 2018

Synergies Announced in Previous Transactions

Eu mn; gross of tax

Cost Synergies/Combined Cost Base
Average: 9.6% 10.0%

Cost
synergies

21

Funding
synergies

21

10.0%

9.2%

9.1%

Average based on
traditional commercial
banking business model

8.2%

4

Revenue Synergies/Combined Revenue Base
Revenue
synergies

Expected
synergies

14

26

39

Average:
2.4%

3.4%

Including
funding
synergies

3.0%

3.3%
1.7%

1.5%
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Strategic Rationale
Preliminary hypothesis of integration costs in 2016 and 2017
HIGHLY
PRELIMINARY

Expected integration costs
Eu mn

Total integration Cost

39

Organizational cost

IT Platform

30

9

●

Efficiency and re-engineering of
the operating processes and
organizational structure

●

IT platform integration.
Sharing of IT platform, provided
by the same outsourcer
Contractual penalties for costs
relating to existing IT contracts

●
●
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Strategic Rationale
Preliminary price allocation **
HIGHLY
PRELIMINARY
Based on data
available

Eu bn

1

0,2

0,8

Bargain
Purchase**
Approx.
Eu 0.6 bn

0.16 *

Target Equity 2016 E

Net Asset/Time Adj**

Expected Target Equity

Purchase Price

(*) Original Purchase price equal to Eu160 mn will be subject to price adjustment mechanism between 31/12/2015 and closing
(**) As per IFRS3
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Strategic Rationale
Funding sources available to support the transaction
Eu/mn

HIGHLY
PRELIMINARY

Funding Banca IFIS stand alone

Asset Based Finance - Interbanca

Excess liquidity (expected by Dec
2016)
(net of constraint by 15% of deposits)

~ Eu 765 mn

Leasing*

~ Eu 550mn

Retail additional funding rendimax
(expected by Dec 2016)

~ Eu 380 mn

Corporate lending &
structure finance*

~ Eu 400mn

Asset Based Finance
– Revolving committed

~ Eu 750 mn

Asset Based Finance
– Uncommitted notes

~ Eu 250 mn

Total funds available

~ Eu 2.1 bn
potential

~ Eu 0,95 bn
potential

Funding needs expected at closing Eu 1,8 bn + price paid at closing
(*)

Bank Consortium commitment is based on these categories of assets; other Interbanca Group’s assets potentially available for additional financing
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Financial Projection
Financial targets

Key Balance
Sheet items
(Eu bn)

2015
Banca IFIS
Group

2015
Interbanca
Group

2018
Target
*

Total Asset

7

4

9,4

Total Funds and Deposits

6

3

7,5

0,6

1,1

1,5

408,0

87

601

Cost Income (%)

31%

95,1%

39,9%

Cost of Risk (%)

0,9%

1,97%

0,67%

Net Income

162,0

-45,0

>200

ROE (%)

16,3% *

-4,1%

≈14%

EPS (€)

3,05

4

Book value per share (€)

10,81

28

Total Own Funds Capital Ratio (%)

15,8%**

Net Equity
Net Banking Income

Key Profit &
Loss items
(Eu mn)

Key
Ratios

HIGHLY
PRELIMINARY

25,9%

17,7%**

NPL/loans (%)

1,1%

NPL coverage ratio (%)

87,9%

83%

84%

Deteriorated assets coverage ratio (%)

65,5%

59%

59%

1,3%

(*) ROE adjusted, net of carry trade
(**) Ratio calculated on BancaIFIS Group without considering the minorities effect from the parent Company
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Financial Projection
Final Remarks

100.000 retail + 100.000 SMEs CUSTOMERS
Expected

Eu 1 bn

additional

EQUITY

from the acquisition

EPS accretive since inception, delivering Eu 4 by 2018
No need for CAPITAL INCREASE
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Annexes
Loans portfolio breakdown as of 31st December 2015
*

Trade receivables (€ mn)
Coverage

87.9%

Factoring (€ mn)

32.1%

2.6%

0.4%

Coverage

100.0%

100.0%

11.6%

58

28

59

2
Non-performing Unlikely to pay
Loans

Past Due

Bonis

Distressed Retail Loans (€ mn)

Non-performing Unlikely to pay
Loans

Coverage

86.1%

88
Past Due

Bonis

Fiscal assets (€ mn)

29.6%

8

Non-performing Unlikely to pay
Loans

Bonis

70.2%

1.7%

Past Due

Bonis

76.1%

23.9%

52,0%

2.1%

1,139

Gross Book value
of Loans equal to
€190 mn

471

Past Due

Bonis

Impact of
Asset
adjustment
89%

481

190
Non-performing Unlikely to pay
Loans

Impact of
Asset
adjustment

11%

90

Lending (€ mn)
Coverage

(*)

Past Due

1,112

195

Non-performing Unlikely to pay
Loans

0

Leasing (€ mn)

Gross Book
value of Loans
equal to €8.2 bn

160

Impact of
Asset
adjustment

293

2,730
255

0.02%

34
Non-performing Unlikely to pay
Loans

Past Due

Bonis

Data refers to the target assets within the scope of acquisition
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