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- Once implemented, Italy's recovery plan could boost economic growth even beyond our current PRIMARY CREDIT ANALYST
expectations. Mirko Sanna
- Aprolonged period of economic expansion would potentially enhance most banks' earnings Mitan
+390272111275

capacity, asset quality, and capitalization. .
mirko.sanna

- Therefore, we now view the trend for economic risk for Italian banks as positive. @spglobal.com

SECONDARY CONTACTS
- We have revised our outlooks to positive from stable and affirmed the ratings on Italian banks _
Intesa Sanpaolo SpA and its core subsidiary Fideuram - Intesa Sanpaolo Private Banking, Fr_a"cesca Sacchi
UniCredit SpA, Mediobanca SpA and its core subsidiary MB Funding Lux S.A., FinecoBank SpA, M;:8272111272
+

and Istituto per il Credito Sportivo .
francesca.sacchi

- The positive outlooks primarily reflect the possibility that we could upgrade the banks if we @spglobal.com

raise the rating on Italy and conclude that reducing economic risks have significantly Regina Argenio

strengthened their stand-alone creditworthiness. Milan
+390272111208
MILAN (S&P Global Ratings) Nov. 23, 2021--S&P Global Ratings today took the following rating gg;“;fgﬁgg;n

actions (see the Ratings List for full details):

Luigi Motti
- Werevised the outlooks on Intesa Sanpaolo SpA, Fideuram - Intesa Sanpaolo Private Banking Madrid
SpA, UniCredit SpA, Mediobanca SpA, MB Funding Lux S.A., and FinecoBank SpA to positive +34917887234
from stable and affirmed the ratings, including our 'BBB/A-2" long- and short-term issuer credit Luigi.motti

. @spglobal.com
ratings (ICRs).

Alessandro Ulliana
- We revised our outlook on government-related entity (GRE) Istituto per il Credito Sportivo (ICS) Milan

to positive from stable and affirmed the 'BBB-/A-3' long- and short-term ICRs. +390272111228
alessandro.ulliana
Today's rating actions primarily reflect both our opinion that economic risks for Italian banks @spelobal.com
are decreasing and the positive outlook on Italy. After more than a decade of weak economic
performance, Italy might post its best real GDP growth rates since 1973. According to our
economists, Next Generation EU funds could push Italian GDP up by at least 1.9 percentage points
over the medium term. This, on top of 4.4% and 1.8% expected GDP growth in 2022 and 2023, is
well above Italy's average over the past two decades. In addition, Italy's fiscal consolidation efforts
will benefit from protracted favorable economic conditions, which would likely translate into low
nonperforming exposure (NPE) formation and credit losses, outside the short dated and

manageable one-off impact from the pandemic.
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We see upside risks to our base-case assumptions if economic conditions remain supportive.
In our base case, we still anticipate NPEs will likely rise somewhat in 2022, after a sharp
contraction in recent years and the stabilization seen in 2021, before falling again from 2023. We
consider this trend a likely one-off effect related to the pandemic. In our forecast, we factor a
prudent assumption of 280 basis points (bps) of cumulative credit losses in 2021-2022 and 2023.
We acknowledge that those losses could be meaningfully reduced if uncertainties about business
prospects faced by riskier sectors eventually vanish.

Moreover, banks' expected loss rates in the NPE portfolio could also be reduced by government
guarantees currently attached to about €240 billion of customer loans, predominantly to riskier
small and medium enterprises. These are currently not reflected in our own credit loss
expectations due to still limited visibility on the timing and conditions.

Until now, the pandemic's effect on banks' asset quality has been very modest thanks to
government support measures and the sufficient time banks had to build up loan loss reserves
against future losses. The impact was further reduced through the sale of residual legacy assets
from the past recession.

Lower economic risks and a higher sovereign rating would contribute to banks' capitalization
and profitability. We consider that improving economic and operating conditions will benefit
banks' solvency, and estimate that they could add about 40 bps-150 bps, depending on the bank,
to our forecast risk-adjusted capital (RAC) over the next two years. This is because we would apply
lower risk weights to banks' Italy-based exposures and exposures to Italian government securities
and other GREs.

On top of those effects, we anticipate that diminishing economic risks will contribute to banks'
profitability prospects considering that credit losses still absorb a meaningful amount of gross
operating income. Higher earning capacity will likely provide banks with more funds for rising
dividend distributions and investments to revamp their operations in the coming years.

However, in our view, banks' performance and the impact of these positive developments on their
creditworthiness will continue to vary significantly. As such, for some institutions lower economic
risks and higher sovereign creditworthiness would only cushion the impact cyclical (persistent
interest rates) and structural or longer-terms headwinds (modest efficiency, lack of size and
diversification, and tech disruption) could have on the sustainability of their business models. For
banks with stronger and more sustainable business models, these potential developments would
remove the main constraints for our ratings at the current level.

Consequently, our positive outlooks on Intesa Sanpaolo, FinecoBank, Mediobanca, MB Funding
Lux, and ICS reflect the upside we see to their profitability prospects, capitalization, asset quality,
and overall stand-alone creditworthiness. Our outlooks on these banks also mirror that on Italy,
since we could only upgrade them if we upgrade the sovereign. For UniCredit, the positive outlook
reflects the possibility we could raise the rating if we conclude that the bank's creditworthiness
has improved and, even absent a sovereign upgrade, that it retains sufficient loss absorption
capacity to potentially survive the stress associated with a hypothetical sovereign default
scenario.

Intesa Sanpaolo SpA

The positive outlook on Intesa Sanpaolo and its core subsidiary, Fideuram - Intesa Sanpaolo
Private Banking, primarily reflects our opinion that improving economic conditions in Italy could
enhance projected profitability, capitalization, and asset quality over the next two years. It also
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mirrors the outlook on Italy. In our base-case scenario, we anticipate Intesa Sanpaolo's 2023 RAC
at 6.3%-6.5%, with a further increase in recurring profitability over the next couple of years
compared with 2021, despite our assumption credit losses will remain at 60 bps-70 bps per year.
If we conclude that economic risks for Italian banks have diminished and upgrade the sovereign,
this could add up to 70 bps-90 bps to our RAC expectations.

Upside scenario

We could upgrade Intesa over the next 12-24 months if we raise our rating on Italy, and we
conclude that the bank's creditworthiness has strengthened. The latter scenario would most likely
be linked to lower economic risks we might see in Italy, resulting in our projected RAC ratio
sustainably exceeding 7%, while asset quality metrics remain resilient and better than those of
peers.

Downside Scenario

We could revise our outlook back to stable if we take a similar action on Italy. We consider that,
given the bank's high exposure to Italy and large holding of Italian government securities, it will not
be able to withstand a hypothetical scenario of sovereign stress. We could also revise the outlook
on the bank to stable if we conclude that economic risks in Italy have not improved and, contrary
to our expectations, Intesa's asset quality and capital buffers have also not sufficiently
strengthened.

Hybrids

We do not assign outlooks to bank issue ratings. However, we will continue to notch down the
ratings on Intesa's hybrids from the lower of the stand-alone capital profile (SACP) and ICR.
Therefore, if we raise the ratings on Intesa, we would also raise the ratings on the bank's rated
additional Tier 1 (AT1), Tier 2, and senior nonpreferred instruments.

UniCredit SpA

The positive outlook reflects our expectation that the more supportive macroeconomic
environment in Italy, one of the main geographies where UniCredit operates, will be favorable for
the bank's financial profile over the next 12-24 months and could sustain its profitability and
asset quality. In our base-case scenario, we expect UniCredit's credit losses will decline below 60
bpsin 2021-2022 after a high 94 bps on average in 2019-2020, while operating profits are likely to
benefit from increasing business, and will support the group's capitalization. We forecast
UniCredit's RAC ratio at 7.5%-8.0% from 7.7% at year-end 2020. If we conclude that economic
risks for Italian banks have diminished and upgrade the sovereign, this could add up to 55 bps-65
bps to our RAC expectations.

Upside scenario

We could raise the ratings by one notch if we conclude that economic risk in Italy has reduced and
this helps UniCredit's efforts to continue enhancing its profitability and overall credit profile.
Specifically, this could occur if UniCredit keeps succeeding in its efforts to reduce the legacy stock
of deteriorated assets and contains any potential impact of the pandemic on its asset quality
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within manageable levels, while maintaining a RAC ratio comfortably above 7%.

Downside scenario

We could revise the outlook to stable if we conclude that economic risks in Italy have not improved
and UniCredit's asset quality will deteriorate significantly. If we revise the outlook on Italy this
would not immediately trigger the same action on UniCredit, so long as it maintains sufficient
buffers to weather a hypothetical scenario of sovereign stress without necessarily defaulting on
its senior obligations.

Hybrids

We do not assign outlooks to bank issue ratings. However, we will continue to notch down the
ratings on UniCredit's hybrids--namely senior nonpreferred, subordinated, and junior
subordinated notes--from the lower of two potential starting points: the SACP and the ICR.
Therefore, if we raise the ICR and revise up the SACP, we would also raise the ratings on the bank's
rated subordinated debt obligations.

Mediobanca SpA

The positive outlooks on Mediobanca and its core subsidiary, MB Funding Lux, primarily reflect our
view that improving economic conditions in Italy could potentially enhance Mediobanca's
projected profitability and capitalization. The positive outlook also mirrors that on Italy.

In our base-case scenario, we anticipate that Mediobanca's stronger-than-peer operating
performance will sustain its internal capital generation. As a result of the bank's sound revenue
generation, outstanding cost efficiency, and contained credit losses, we expect the RAC ratio to
remain 9.0%-9.5%, at least until 2024. This includes the bank's planned distributions to its
shareholders. In addition, if we conclude that economic risks for Italian banks have diminished
and upgrade the sovereign, this could add up to about 80 bps to our RAC ratio projections.

Upside scenario

We could raise the long-term rating on Mediobanca and MB Funding Lux if we take a similar action
on Italy and we conclude that the bank's operating profitability and overall creditworthiness have
strengthened. This would most likely happen if we perceive that domestic economic conditions
have improved, resulting in our projections for Mediobanca's RAC ratio sustainably exceeding the
10% threshold over the next two years, while its risk profile remains resilient and its operating
performance keeps exceeding that of peers.

Downside scenario

We could revise the outlook back to stable if we take a similar action on the sovereign and/or if we
became less confident about the positive effects of Italy's economic performance on banks'
balance sheets, thus undermining the potential upside for Mediobanca's creditworthiness. In
addition, we could take a negative rating action if we conclude that the bank's strategy has shifted
to become substantially more aggressive or risky.
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Hybrids

We do not assign outlooks to bank issue ratings. However, we will continue to notch down the
ratings on Mediobanca's hybrids from the lower of the SACP and ICR. Therefore, if we raise the
ratings on Mediobanca, we would also raise the ratings on the bank's rated subordinated debt
obligations.

FinecoBank SpA

The positive outlook on Fineco reflects our view that in the next 12-24 months the bank's
creditworthiness will likely benefit from the more benign economic conditions in Italy. The positive
outlook also mirrors that on Italy.

In our base-case scenario, we anticipate that Fineco's operating performance will remain stronger
than most peers'. This stems from our view of the bank's more diversified revenue base, better
cost efficiency, owing to its digitally innovative business model, and expected lower credit losses
over the next two years. We therefore expect Fineco's RAC ratio to be 9.0%-9.5% until year-end
2023. This is despite the bank's plans to distribute excess capital to shareholders. In addition, if
we conclude that economic risks for Italian banks have diminished and upgrade the sovereign, this
could add up to about 140 bps to our RAC ratio projections.

Upside scenario

We could raise the long-term rating on Fineco if we take a similar action on Italy and we conclude
that the bank's creditworthiness has strengthened. This would most likely happen if we perceive
that domestic economic conditions have improved, resulting in our projections on Fineco's RAC
ratio sustainably exceeding the 10% threshold over the next two years, while the bank's risk
profile remains better than that of peers.

Downside scenario

We could revise the outlook back to stable if we take a similar action on the sovereign and/or if we
became less confident about the positive effects of Italy's economic performance on banks'
balance sheets, thus undermining the potential upside for Fineco's creditworthiness.

Hybrids

We do not assign outlooks to bank issue ratings. However, we will continue to notch down the
ratings on Fineco's hybrids from the lower of the SACP and ICR. Therefore, if we raise the ratings
on Fineco, we would also raise the ratings on the bank's rated subordinated debt obligations.

Istituto per il Credito Sportivo

The positive outlook on ICS reflects brighter economic prospects in Italy and ICS's improving asset
quality profile.
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Upside scenario

We could upgrade ICS over the next 12-24 months if we conclude that Italian banking sector
operating conditions have significantly improved, and ICS's asset quality indicators continue
converging toward the domestic banking sector average. This would likely be evidenced by
manageable credit losses over the forecast horizon as well as continued improvements in ICS's
legacy single-name concentration.

Downside scenario

We would revise the outlook to stable if we believe the Italian banking sector's economic prospects
have not materially improved beyond our base case, or if we conclude that economic spillover from
the pandemic has resulted in significant asset quality deterioration.

BICRA Score Snapshot

To From
BICRA group 5 5
Economic risk 6 6

Economic resilience

Intermediate risk

Intermediate risk

Economic imbalances High risk High risk
Credit risk in the economy High risk High risk
Trend Positive Stable
Industry risk 5 5

Institutional framework

Intermediate risk

Intermediate risk

Competitive dynamics

High risk

High risk

Systemwide funding

Intermediate risk

Intermediate risk

Trend

Stable

Stable

Banking Industry Country Risk Assessment (BICRA) economic risk and industry risk scores are on a scale from 1 (lowest risk) to 10 (highest risk).

For more details on our BICRA scores on banking industries across the globe, please see "Banking Industry Country Risk Assessment Update,"

published monthly on RatingsDirect.
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**************FinecoBanks.p.A'**************

Ratings Affirmed; Outlook Action

To From

FinecoBank S.p.A.

Issuer Credit Rating BBB/Positive/A-2 BBB/Stable/A-2

**************|ntesaSanpa°l°SpA*************

Ratings Affirmed

Intesa Sanpaolo SpA

Certificate Of Deposit

Local Currency BBB/A-2

Foreign Currency BBB/-
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Intesa Sanpaolo SpA

Fideuram - Intesa Sanpaolo Private Banking SpA

Resolution Counterparty Rating BBB+/--/A-2

Ratings Affirmed; Outlook Action

To From

Intesa Sanpaolo SpA

Fideuram - Intesa Sanpaolo Private Banking SpA

Issuer Credit Rating BBB/Positive/A-2 BBB/Stable/A-2

* %k k% k%% %% % |stituto peril Credito Sportivo * * * * * % % % % %

Ratings Affirmed; Outlook Action

To From

Istituto per il Credito Sportivo

Issuer Credit Rating BBB-/Positive/A-3  BBB-/Stable/A-3

***************MediobancaSpA***************

Ratings Affirmed

Mediobanca SpA

Certificate Of Deposit

Foreign Currency BBB

Local Currency BBB/A-2

Mediobanca SpA

MB Funding Lux S.A.

Resolution Counterparty Rating BBB+/--/A-2

Ratings Affirmed; Outlook Action

To From
Mediobanca SpA
MB Funding Lux S.A.
Issuer Credit Rating BBB/Positive/A-2 BBB/Stable/A-2

***************UnicreditSpA***************

Ratings Affirmed

UniCredit SpA

Certificate Of Deposit

Foreign Currency BBB/A-2

Local Currency BBB/-

Resolution Counterparty Rating  BBB+/--/A-2

Ratings Affirmed; Outlook Action

To From

UniCredit SpA

Issuer Credit Rating BBB/Positive/A-2 BBB/Stable/A-2
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Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. A description of each of
S&P Global Ratings' rating categories is contained in "S&P Global Ratings Definitions" at
https://www.standardandpoors.com/en_US/web/guest/article/-/view/sourceld/504352 Complete ratings
information is available to subscribers of RatingsDirect at www.capitalig.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column. Alternatively, call one of the following S&P Global Ratings numbers: Client Support
Europe (44) 20-7176-7176; London Press Office (44) 20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49)
69-33-999-225; Stockholm (46) 8-440-5914; or Moscow 7 (495) 783-4009.
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