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Executive Summary.

The amount of Impaired Loans has more than doubled in the last 7 years

The weight of Impaired Loans on Total Assets has worsened by 9 percentage points, with default rates almost
doubled in some periods

High concentration of Bad Loans within the large borrowers (> 2,5 Bn€), whose amounts have grown fivefold

The majority of Gross Bad Loans are concentrated within non-financial companies (71,3%). In particular, the
Services and Constructions Industries are characterized by the worst trend

Consumer households default rates (0,46%) are considerably lower than those of non-financial companies (1,16%)
and producer households (1,08%)

The majority of Bad Loans is concentrated in Northern Italy (51,9%), especially in the North West... however, as for
the ratio on total assets, Southern Italy and its Islands are characterized by the worst performance (respectively
15,3% and 16,0%)

In Q1 2017 the deals totalized 2,8 Bn€, versus 4,8 Bn€ in Q1 2016 (-41,6%) and 1 Bn€ in Q1 2015 (+169,6%)
YTD 2017, already 13 deals closed with a face value of 3,2 Bn€

In the retail market the deals regard mainly the consumercategory;in 2016 and 2017, the trend for corporate
debtors seems to have shifted to the secured deals, as opposed to 2015

On the market, foreign companies keep on showing interest toward Italian Non-performing loans

For all the deals in Q1 2017 the price was below the threshold of 10% of face value

46,1 Bn€ of deals are about to be released on the market, with status ongoing or announced
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BANCAIFIS Gross Bad Loans trend.

Banks, CDP and other financial intermediaries* (Bn€)
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HIGHLIGHTS

Gross Bad Loans have more than doubled (+109%) from H1 2010 to Q4 2016, mainly because of the bad loans held by Banks, whose weight on
total has increased from 54% to 75%

In the period being reviewed, the Gross Bad Loans held by banks have increased by 193%

10,3 Bn€ of Bad Loans have been trasferred from 4 banks in bail-in* to the SPV «REV - Gestione Crediti S.p.A.» in the first semester of 2016
As of half of 2015 the stock of Bad Loans has settled around 265 Bn€

MARKET WATCH NPL // APRIL2017 * Non resident borrowers are excluded // **Banca delle Marche, Banca Etruria, CariChieti e Cariferrara // Sources: Banca d'ltalia, last update December 2016



BANCAIFIS Impaired Loans trend.

Banks and CDP, amounts (Bn€)
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HIGHLIGHTS

17,99%

Also the total amount of
Impaired Loans has more
than doubled from 2010,
stabilizing progressively
from the beginning of 2015

After a constant growth
from H1 2011, the weight
of Impaired Loans on the
total assets held by banks
has settled around 18%
from the end of 2013

Note: As of Q1 2014 the Impaired Loans include also data from CDP // Sources: Banca d'ltalia, last update December 2016



BANCAIFIS Gross Bad Loans: Size-class analysis.

Borrowers (#) and amounts (%)
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HIGHLIGHTS

Gross Bad Loans are
concentrated within the “large
customers” (47%), borrowers
whose Bad Loans are more than
2,5 MM€

However, in terms of number of
borrowers, the «large customers»
represents just 1% of the total

Opposite dynamics for micro and
small enterprises and families
(Bad Loans up to 500 K€), which
represent 30% and 95%
respectively in terms of amounts
and number of borrowers

Notes: CDP Bad Loans are excluded // Sources: Banca d'ltalia, last update December 2016



BANCAIFIS Gross Bad Loans: Size-class trend.

Size-class (€), amounts (Bn€)

HIGHLIGHTS
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Notes: CDP Bad Loans are excluded // Sources: Banca d'ltalia, last update December 2016



BANCAIFIS Default Rates for loan facilities.

Ratio between the amount of new bad loans and total assets (in bonis)*
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HIGHLIGHTS

Despite its irregularity, it is possibile to identify a growing trend in terms of assets deterioration
There is a close correlation between the default rate in terms of number of borrowers and in terms of amount, especially from 2014
The growth of «large customers’» Bad Loans has triggered the widening of the trend gap spanning 2012 and 2014

*Each ratio refers to the bad loans (total assets) recorded at the end (at the beginning) of the current quarter // Sources: Banca d'ltalia, last update December 2016



BANCAIFIS Bad Loans coverage and Bad Loans/Total Assets ratio.

Bad Loans Coverage
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Although uneven, there is a
substantial increase of the

56% coverage index which, after
having stabilized in the 2016,
surged in January 2017 (+5,0 pp)
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Sources: Banca d'ltalia, last update December 2016 (January 2016 only for the Coverage Index)
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BANCAIFIS Bad Loans net flow.

New Bad Loans generated in the quarter, Net value (Bn€)
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HIGHLIGHTS

From 2011, the net flows of Bad Loans are positive for each quarter examined, highlighting the persistent asset deterioration and the inadequate coverage policy

Sources: Banca d'ltalia, last update December 2016
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BANCAIFIS Bad Loans Securitisation.

Amounts (Bn€)
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HIGHLIGHTS

The securitisation trend is characterized by a continuos growth, especially in Q4 2014 (+30%)

Sources: Banca d'ltalia, last update December 2016



BANCAIFIS | Bad Loans secured by guarantees.

Gross of write-downs and write-offs for forecast losses*, Amounts (Bn€)
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HIGHLIGHTS

The share of Bad Loans secured by guarantees has increased considerably (+131% in terms of amounts, +11% in terms of weight on total) with respect to the non
secured share of Bad Loans (+47%)

*This classification is applied only for the purpose of the chart above. In the other sections of the present document
the Gross Bad Loans are shown as gross of writedowns and net of writeoffs. // Sources: Banca d'ltalia, last update December 2016
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BANCAIFIS | Distribution by segment of economic activity.

Amounts (Bn€)
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Q1 2009 - Q4 2016
200,8 Enterprises represent the main
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Sources: Banca d'ltalia, last update December 2016
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BANCAIFIS Distribution by borrower’s industry.

Q12009 Q4 2013 Q4 2016
Industry (ATECO Code)
Bn€ % on tot. % on tot. Bn€ % on tot. % on tot. Bn€ % on tot. % on tot.
NPL Assets* NPL Assets NPL Assets
Construction 6.7 15,0% n.d. 30,7 19,7% 19,2% 43,0 21,4% 32,3%
Manufacturing 10,7 23,9% n.d. 30,0 19,2% 14,5% 30,8 15,4% 15,1%
Wholesale/retail trade 6,3 14,1% n.d. 20,7 13,3% 15,0% 25,3 12,6% 18,0%
Real estate 2,7 6,1% n.d. 12,4 8,0% 10,4% 254 12,7% 22,2%
Agriculture 1,8 41% n.d. 47 3,0% 10,7% 6,1 3,0% 14,0%
Accomodation and Ho.Re.Ca. 1,3 3,0% n.d. 4.4 2,8% 11,70% 58 2,9% 16,2%
Transportation and storage 1,0 2.2% n.d. 34 2,2% 8,5% 3,6 1,8% 10,3%
Professional and scientific act. 0,7 1,6% n.d. 2,4 1,5% 5,9% 3,8 1,9% 8,5%
Administrative and support serv. 08 1,8% n.d. 2,7 1,7% 13,3% 35 1,7% 17,5%
Information and communication 0,6 1,3% n.d. 1,7 1,1% 10,5% 1,6 0,8% 9,6%

HIGHLIGHTS

The TOP 4 ATECO/Industry classification (Construction, Manufacturing, Wholesale/Retail Trade, Real Estate) have contributed 63% to Bad Loans growth from Q1

2009 to Q4 2016 (98,1 Bn€ on 156 Bn€)

*The Q1 2009 detail of the total assets related to each ATECO code is not available / Sources: Banca d'ltalia, last update December 2016
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BANCAIFIS Gross Bad Loans and Total Assets.

Distribution by business segment
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HIGHLIGHTS

The weight of Bad Loans on total assets related to enterprises has seen the greatest increase (+11,3 percentage points)

Sources: Banca d'ltalia, last update December 2016



BANCAIFIS | Bad Debt flows by segment of economic activity.

New Bad Loans generated in the quarter, Net value (Bn€)
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HIGHLIGHTS

The Bad Loans net flows distribution by business segment confirms what anticipated in the general overview, namely the relevance of medium and large
enterprises as driver of the strong increase in Bad Loans in 2011
The Services and Contruction industries are characterized by higher levels of Bad Loans net flows

Sources: Banca d'ltalia, last update December 2016
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BANCAIFIS Default rates for loan facitilities.

Segment of economic activity
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HIGHLIGHTS

The default rates distribution by business segment highlights the role of enterprises and small economic agents in stimulating the negative trend registered
between 2012 and 2013 as described also in the general overview (p. 8)

Despite the relevant weight of consumer households in terms of Bad Loans flows, the default rates appears considerably lower given the good lending policies
enforced on this category

Sources: Banca d'ltalia, last update December 2016



RW{ Gross Bad Loans and Total Assets.

Financial Intermediaries*: segment of economic activity Amounts (Bn€)
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HIGHLIGHTS

o The Bad Loans held by financial intermediaries are characterized by a constant growth from 2011 with a slowdown starting from 2015
o Consumer households (+7,8%) and non-financial companies (16,4%) register the highest growth

*Non resident borrowers are excluded // Sources: Banca d'ltalia, last update December 2016
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BANCAIFIS | Distribution by customer location.

Amounts (Bn€)
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Notes: CDP Bad Loans are excluded // Sources: Banca d'ltalia, last update December 2016



BANCAIFIS Gross Bad Loans and Total Assets.

Distribution by customer location

16% 16,0%
14% 15,3%
11,7%
12%
e=g==North West Italy
10%
e=g==Southern Italy
8% Islands
6% e=g==North East Italy
Central Italy
4%4,4‘%;
3,9%
2%
Q2 03 Q4 Q 02 03 Q4 Q 02 Q3 04 0 Q2 03 04 Q@ Q2 03 0 Q Q2 a3 o4
2011 2011 2011 2012 2012 2012 2012 2013 2013 2013 2013 2014 2014 2014 2014 2015 2015 2015 2015 2016 2016 2016 2016
HIGHLIGHTS

In relation to the ratio between Bad Loans and the total amount of assets, the economic operators concentrated in Southern Italy are characterized by the higher
credit deterioration

Sources: Banca d'ltalia, last update December 2016
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BANGAIFIS Total transactions.

13

32

2015 2016 YTD 2017

mm Value (Bn €) Number of deals

HIGHLIGHTS

In Q1 2017 the deals totalized 2,8 bn€, versus 4,8 bn€ in Q1 2016 (-41,6%) and 1 bn€ in Q1 2015 (+169,6%)
In Q1 2016, two big deals affected the amount: GE and RBS (€ 2,5 hillion) and GE Capital and Credit Agricole (€ 1,2 billion)
In Q1 2017 the most important deals are BNL BNP Paribas (€ 1 billion sold to Banca IFIS) and Banco BPM (€ 640 million sold to Hoist Finance)

Sources: Banca IFIS NPL Market Database - Press releases and news
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BANCAIFIS | cCategories - Debtor type.

Total 2015: 19,1 Bn€ Total 2016: 17,3 Bn€ YTD 2017: 3,2 Bn€

B Mixed B undisclosed

B Retail Corporate

HIGHLIGHTS

In 2016 retail and corporate debtors increased their shares with respect to 2015
In the first months of 2017, the biggest category is the one with mixed debtors (retail and corporate); the huge increase of this category is a signal of the
trend that could be relevant during this year

Sources: Banca IFIS NPL Market Database - Press releases and news



Rﬂﬁmﬁ' Retail debtors - Portfolio type.

Total 2015: 7,2 Bn€ Total 2016: 7,8 Bn€ YTD 2017: 0,6 Bn€

. Consumer

. Utility . Banking . Banking - Unsecured

HIGHLIGHTS

o The first insight is straightforward: in the retail market the deals regard mainly the consumer category
o The second insight is that the share of consumer deals is decreasing year after year

Sources: Banca IFIS NPL Market Database - Press releases and news
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BANCAIFIS Corporate debtors — Portfolio type.

Total 2015: 5,2 Bn€ Total 2016: 5,4 Bn€ YTD 2017: 0,3 Bn€

Unsecured B Mixed ¥ Secured || Secured-CRE [l Secured - Residential

HIGHLIGHTS

In 2016 and 2017, the trend for corporate debtors seems to have shifted to the secured deals, as opposed to 2015

Sources: Banca IFIS NPL Market Database - Press releases and news



BANCAIFIS Top buyers.

Top 5 buyers 2016 (Bn€)

Top 5 buyers 2015 (Bn€)
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Top 5 buyers 2015 (Bn€)
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#1 deal
MORGRI:I
N
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\JAnacop |02
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—
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96,9% on the total

closed five deals

Sources: Banca IFIS NPL Market Database - Press releases and news

On the market, foreign companies keep on showing interest toward Italian Non-performing loans; the only exception is Banca IFIS that in 2017 has already
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Top originators.

Top originators (Bn€)
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HIGHLIGHTS

Unicredit and Monte dei Paschi di Siena head the table of top originators, respectively with 6,6 Bn€ and 3,3 Bn€ sold during 2015 and 2016
Banco Popolare follows with almost 2 Bn€ (2,6 Bn€ if the merger with BPM is considered)
Cassa Centrale Banca and Iccrea Banca have managed several deals, acting as multi-originator for Italian BCCs

Sources: Banca IFIS NPL Market Database - Press releases and news
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Pricing levels on disclosed or estimated data.
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For all the deals in Q1 2017 the price was below the threshold of 10% of face value

Sources: Banca IFIS NPL Market Database - Press releases and news



BANCAIFIS Deals in pipeline.

Pipeline 1/2 Pipeline 2/2

Monte dei Paschi di Siena 37,5 Cassa Centrale Banca 0,7
Ongoing 9,0 Announced 0,7
On plan 28,5 Undisclosed 0,5
Unicredit 17,7 On plan 05
Ongoing 17,7 Undisclosed 0,5
REV Gestione Crediti 10,3 Ongoing 05
On plan 10,3 Undisclosed 0,4
Banco BPM 6,3 Ongoing 0,4
On plan 5,6 Undisclosed 0,3
Ongoing 0,7 Ongoing 0,3
Banca Popolare di Vicenza 4,6 Banca Popolare di Bari 0,3
Announced 4,6 Announced 0,3
Intesa Sanpaolo 4,0 Barclays 0,2
Ongoing 2,5 Ongoing 0,2
Announced 15 Undisclosed 0,1
Veneto Banca 39 Ongoing 0,1
Announced 39 FMS Wertmanagement 0,1
Gruppo Delta 2,2 Announced 0,1
Announced 2,2 Creval 0,1
Cassa di Risparmio di Cesena; Cassa di Ongoing 0,1
Risparmio di Rimini; Cassa di San Miniato 2,0
Ongoing 2,0
Carige 1,8
On plan 1,8
HIGHLIGHTS

Monte dei Paschi di Siena and Unicredit are going to release on the market 26,7 Bn€ with the projects Juliet and FINO (Failure is not an option)
Intesa Sanpaolo, for the it project Beyond the clouds (2,5 Bn€ in face value), is rumored to have received the highest offer from CRC and Bayview

Sources: Banca IFIS NPL Market Database - Press releases and news
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Deals in pipeline.

©

General statement

This publication is editecBaycdFIS.
The information contained herein, obtained from sources believed to bBaekablkShy
are not necessarily complete, and their accuracy cannot be guaranteed.
This publication is provided merely for purposes of illustration and information and
does not in any way represent financial and investment advice.

Sources: Banca IFIS NPL Market Database - Press releases and news
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