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his report expresses UniCredit’s approach to banking by telling everyday
stories about our interactions with Customers, innovations in products
and adaptability in services.

These brief but meaningful stories come directly from our colleagues.
They are examples of the tangible benefits and concrete solutions offered
by UniCredit, demonstrating how we make a difference in people’s lives.

Qur clear goal to improve everyday circumstances is rooted in our
complete commitment to outcomes that ensure Customer satisfaction.

At UniCredit, listening to our Clients and engaging with them to offer
simple, direct results lies at the heart of our commercial banking
operations. It is part of our determined effort to contribute to the economic
and social well-being of our Customers as well as the communities where
we work.

We will continue with this commitment to all of you, every dav.
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The bank within easy reach.

Today’s Customers have less time to go to the
branch, even though their needs are the same as
ever. They need high-tech ways to access their
bank services at any time, in any place.

The answer to their needs? Subito Banca, which
includes an app designed with input from our
Customers. It facilitates a wide range of online
banking processes and offers an opportunity to
buy new Samsung smartphones and tablets
at discounted prices.

Transactional Products and Partnerships
UniCredit - ITALY I
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Processes and time savings
that serve people’s goals.

Thanks to us, farmers can now get funds more
rapidly. The Ministry of Adriculture has developed
a faster method to make state incentive payments,
based on a proposal from our bank.

The method is related to an existing program that
allows Customers who meet certain requirements
to obtain a fast-track loan. When the loan is
approved, they can access their funds on the same
day. This innovative solution is meeting the needs
of more than 2,300 farmers.

Legal Support for the Area Corporate Banking
UniCredit Bank Banja Luka - BOSNIA AND HERZEGOVINA




Board of Directors and Board of Statutory Auditors

Share capital
€200,070,430.89 fully paid-up, divided into 606,274,033 shares with a par
value of €0.33, 100.00% held by UniCredit S.p.A..
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“FinecoBank Banca Fineco S.p.A.”

in abbreviated form “FinecoBank S.p.A.”, or “Banca Fineco S.p.A.” or
“Fineco Banca S.p.A.”

Company controlled by UniCredit S.p.A., Gruppo Bancario UniCredito,
Register of Banking Groups no. 2008.1, Member of the National
Guarantee Fund and National Interbank Deposit Guarantee Fund, Italian
Banking Association Code 03015,

Tax Code and Milan Company Register no. 01392970404 - R.E.A.
(Economic and Administrative Index) no. 1598155, VAT No. 12962340159

Board of Directors

Enrico Cotta Ramusino Chairman

Girolamo lelo Vice Chairman

Alessandro Foti Managing Director

Alfredo Michele Malguzzi Directors
Alberto Viappiani
Emilio Lombardi
Laura Stefania Penna
Mariangela Grosoli
Stefano Landi

Board of Statutory Auditors
Gian-Carlo Noris Gaccioli Chairman

Barbara Aloisi
Marziano Viozzi

Statutory Auditors

Marzio Duilio Rubagotti
Francesca Muserra

Stand-in Statutory Auditors

Deloitte & Touche S.p.A. External Auditors

On January 22, 2013, following the resignation of the Director Mr. Frederik Geertman, effective

from December 17, 2012, the Board of Directors co-opted Mr. Emilio Lombardi as a new Director.

On January 25, 2013 the Statutory Auditor Mr. Genta Giandomenico submitted his resignation
from the position; on the same date, in accordance with the Civil Code, the Alternate Statutory
Auditor Ms. Francesca Muserra took over the role.

On April 16, 2013, the Shareholders’ Meeting of FinecoBank appointed:
- Mr. Emilio Lombardi, already co-opted by the Board on January 22, 2013, as Board Director;
- Mr. Marziano Viozzi as Permanent Auditor;

- Ms. Francesca Muserra as Alternate Auditor.
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Sometimes our Customers may encounter some difficulty, either
at a branch or when banking online. These difficulties require
quick solutions. To help our Customers quickly, we offer them a
guestionnaire after every banking transaction.

If they tell us they are not satisfied with the quality of a product
or service, their branch manager contacts them directly within 48
hours, with a solution. In a six-month period, 15 percent of our
Customers filled out the questionnaires, with 87 percent saying
they were satisfied with our resolution of their issue.

Customer Sactisfation Unit - UniCredit Bank - RUSSIA_I
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Report on Operations

Introduction to the Annual Report and Accounts

The Annual Report and Accounts as at December 31, 2013 of
FinecoBank Banca Fineco S.p.A. (hereinafter FinecoBank), in
implementation of the Legislative Decree 38 of February 28, 2005,
have been prepared in accordance with accounting standards
(hereinafter “IFRS”, “IAS” or international accounting standards)
issued by the International Accounting Standards Board (IASB),
including the related interpretation documents issued by the SIC and
the IFRIC, and endorsed by the European Commission, pursuant to
EU regulation 1606/20020f July 19, 2002, which was incorporated
into Italian legislation through Legislative Decree no. 38 of
February 28, 2005, and in force as at December 31, 2013.

The Bank of Italy, based on the above-mentioned decree which
confirmed its powers already set forth by Legislative Decree

no. 87/92 as regards the financial statements of banks and financial
companies subject to supervision have been further confirmed by
said decree - established the formats for the financial statements
and the related notes used to prepare these Accounts in its Circular
no. 262 of December 22, 2005 as amended.

The Annual Report and Accounts includes:

e the bank’s financial statements, presented with a comparison to
those of 2012;

¢ the Notes to the Accounts.

It is accompanied by the Report on Operations, which contains

the condensed accounts, the main results of business areas and

comments on the results for the period.

Also included are the:

e report of the Board of Statutory Auditors;

e report of the External Auditors.

On January 1, 2013, IAS 19 revised (‘'IAS 19R’) and IFRS 13 revised
came into effect, as described in Part A - Accounting Policies of
Section 2 - General Criteria for preparing the Notes to the Accounts,
to which reference is made for further details. Regulations on the
first-time adoption of IAS 19R have meant that figures for the periods
prior to January 1, 2012 have been restated, while the first-time
adoption of IFRS 13 has not had any impact on the Balance Sheet,
Income Statement and Statement of Comprehensive Income.
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Summary data

Condensed Accounts

Balance Sheet

(Amounts in € thousand)

CHANGES
ASSETS 12.31.2013 12.31.2012 AMOUNT %
Cash and cash equivalents 5 7 () -28.6%
Financial assets held for trading 4,700 7,589 (2,889) -38.1%
Loans and receivables with banks 16,330,912 17,271,573 (940,661) -5.4%
Loans and receivables with customers 641,250 553,606 87,644 15.8%
Financial investments 93,114 69,430 23,684 34.1%
Hedging instruments 179,265 73,745 105,520 143.1%
Property, plant and equipment 10,772 8,700 2,072 23.8%
Goodwill 89,602 89,602 - -
Other intangible assets 8,014 8,177 (163) -2.0%
Tax assets 67,934 46,299 21,635 46.7%
Other assets 256,629 162,042 94,587 58.4%
Total assets 17,682,197 18,290,770 (608,573) -3.3%
(Amounts in € thousand)
CHANGES
LIABILITIES AND SHAREHOLDERS’ EQUITY 12.31.2013 12.31.2012 AMOUNT %
Deposits from banks 1,648,675 2,065,153 (416,478) -20.2%
Deposits from customers and debt securities in issue 15,054,820 15,339,334 (284,514) -1.9%
Financial liabilities held for trading 2,301 7177 (4,876) -67.9%
Hedging instruments 178,574 73,251 105,323 143.8%
Provisions for risks and charges 109,354 103,085 6,269 6.1%
Tax liabilities 37,701 66,588 (28,887) -43.4%
Other liabilities 231,623 188,714 42,909 22.7%
Shareholders’ equity 419,149 447,468 (28,319) -6.3%
- capital and reserves 329,719 318,309 11,410 3.6%
- revaluation reserves for available-for-sale financial assets 641 285 356 124.9%
- revaluation reserves actuarial gains (losses) from defined
benefit plans 3,673 3,407 166 4.9%
- net profit 85,216 125,467 (40,251) -32.1%
Total liabilities and shareholders’ equity 17,682,197 18,290,770 (608,573) -3.3%

Comparative data as at December 31, 2012 have been restated to reflect the effects of the application of IAS 19R, as described in
Part A - Accounting Policies of Section 2 - General Criteria for preparing the Notes to the Accounts.

Specifically:

e assets recognised as Tax assets decreased by €1,700 thousand;

o |iabilities recognised under the item Other liabilities increased by €784 thousand, while liabilities recognised as Provisions for risks and charges

decreased by €5,891 thousand;

e the balance of the item Valuation reserves from actuarial gains (losses) relative to defined benefit plans increased by €3,407 thousand.
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Report on Operations

Balance Sheet - Quarterly data (Amounts in € thousand)
ASSETS 12.31.2013 09.30.2013 06.30.2013 03.31.2013 12.31.2012
Cash and cash equivalents 5 7 8 8 7
Financial assets held for trading 4,700 5,600 5,606 9,134 7,589
Loans and receivables with banks 16,330,912 16,305,247 17,008,411 17,230,117 17,271,573
Loans and receivables with customers 641,250 550,292 561,002 551,278 553,606
Financial investments 93,114 92,406 102,329 98,413 69,430
Hedging instruments 179,265 160,226 158,275 95,866 73,745
Property, plant and equipment 10,772 9,615 8,697 8,438 8,700
Goodwill 89,602 89,602 89,602 89,602 89,602
Other intangible assets 8,014 7,683 7,879 7,919 8,177
Tax assets 67,934 43,089 44178 46,663 46,299
Other assets 256,629 201,573 178,414 192,295 162,042
Total assets 17,682,197 17,465,340 18,164,401 18,329,733 18,290,770

(Amounts in € thousand)

LIABILITIES AND SHAREHOLDERS’ EQUITY 12.31.2013 09.30.2013 06.30.2013 03.31.2013 12.31.2012
Deposits from banks 1,648,675 1,459,707 1,673,720 1,753,883 2,065,153
Deposits from customers and debt securities in issue 15,054,820 15,067,680 15,573,002 15,607,068 15,339,334
Financial liabilities held for trading 2,301 4,998 4,853 8,599 7177
Hedging instruments 178,574 159,649 157,436 94,554 73,251
Provisions for risks and charges 109,354 101,031 99,860 101,936 103,085
Tax liabilities 37,701 52,593 37,475 84,024 66,588
Other liabilities 231,623 206,909 228,392 205,516 188,714
Shareholders’ equity 419,149 412,773 389,663 474,153 447,468
- capital and reserves 329,719 329,718 329,718 443,776 318,309
- revaluation reserves for available-for-sale financial assets 641 229 276 (54) 285
- revaluation reserves actuarial gains (losses) from defined

benefit plans 3,573 3,407 3,407 3,407 3,407
- net profit 85,216 79,419 56,262 27,024 125,467
Total liabilities and shareholders’ equity 17,682,197 17,465,340 18,164,401 18,329,733 18,290,770

As already mentioned above the comparative data as at December 31, 2012 have been restated to reflect the effects of the application of
IAS 19R, as described in Part A - Accounting Policies of Section 2 - General Criteria for preparing the Notes to the Accounts.
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Income statement

(Amounts in € thousand)

CHANGES
12.31.2013 12.31.2012 AMOUNT %
Net interest 180,278 243,469 (63,191) -26.0%
Net fees and commission income 166,736 143,611 23,125 16.1%
Net trading, hedging and fair value income 28,281 28,069 212 0.8%
Net other expenses/income (4,964) (5,368) 404 -7.5%
OPERATING INCOME 370,331 409,781 (39,450) -9.6%
Payroll costs (63,338) (61,022 (2,316) 3.8%
Other administrative expenses (174,636) (148,670) (25,966) 17.5%
Recovery of expenses 56,997 31,474 25,523 81.1%
Amortisation, depreciation and impairment losses on intangible and
tangible assets (8,081) (8,245) 164 -2.0%
Operating costs (189,058) (186,463) (2,595) 1.4%
OPERATING PROFIT (LOSS) 181,273 223,318 (42,045) -18.8%
Net impairment losses on loans and provisions for guarantees and
commitments (3,275) (2,852) (423) 14.8%
NET OPERATING PROFIT (LOSS) 177,998 220,466 (42,468) -19.3%
Provisions for risks and charges (16,059) (18,356) 2,297 -12.5%
Net income from investments (6) 3) 3) 100.0%
PROFIT (LOSS) BEFORE TAX FROM CONTINUING OPERATIONS 161,933 202,107 (40,174) -19.9%
Income tax for the period (76,717) (76,640) (77) 0.1%
PROFIT (LOSS) AFTER TAX FROM CONTINUING OPERATIONS 85,216 125,467 (40,251) -32.1%
NET PROFIT (LOSS) FOR THE PERIOD 85,216 125,467 (40,251) -32.1%
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Report on Operations

Income statement - Quarterly data (Amounts in € thousand)
2013
04 Q3 Q2 Q1
Net interest 43,119 41,254 47,5625 48,380
Net fees and commission income 45,358 39,573 40,636 41,169
Net trading, hedging and fair value income 6,416 6,057 6,841 8,967
Net other expenses/income (4,025) (585) 914) 560
OPERATING INCOME 90,868 86,299 94,088 99,076
Payroll costs (16,474) (15,874) (15,650) (15,340)
Other administrative expenses (41,965) (40,064) (44,408) (48,199)
Recovery of expenses 14,624 14,319 13,985 14,069
Amortisation, depreciation and impairment losses on
intangible and tangible assets (2,654) (1,936) (1,779 (1,712
Operating costs (46,469) (43,555) (47,852) (51,182)
OPERATING PROFIT (LOSS) 44,399 42,744 46,236 47,894
Net impairment losses on loans and provisions for guarantees and
commitments (1,320) (600) (565) (790)
NET OPERATING PROFIT (LOSS) 43,079 42,144 45,671 47,104
Provisions for risks and charges (11,584) (4,115) 2,346 (2,706)
Net income from investments - - ©) -
PROFIT (LOSS) BEFORE TAX FROM CONTINUING OPERATIONS 31,495 38,029 48,011 44,398
Income tax for the period (25,698) (14,872) (18,773) (17,374)
PROFIT (LOSS) AFTER TAX FROM CONTINUING OPERATIONS 5,797 23,157 29,238 27,024
NET PROFIT (LOSS) FOR THE PERIOD 5,797 23,157 29,238 27,024
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Income statement - Quarterly data

(Amounts in € thousand)

2012
Q4 Q3 Q2 Q1
Net interest 56,685 57,434 66,683 62,667
Net fees and commission income 36,482 36,116 31,227 39,786
Net trading, hedging and fair value income 4,689 7,391 7,747 8,242
Net other expenses/income (2,451) (2,783) (943) 809
OPERATING INCOME 95,405 98,158 104,714 111,504
Payroll costs (16,214) (14,989) (15,177) (14,642)
Other administrative expenses (36,933) (34,263) (35,978) (41,496)
Recovery of expenses 7,169 8,187 7,031 9,087
Amortisation, depreciation and impairment losses
onintangible and tangible assets (2,220) (2,053) (2,005) (1,967)
Operating costs (48,198) (43,118) (46,129) (49,018)
OPERATING PROFIT (LOSS) 47,207 55,040 58,585 62,486
Net impairment losses on loans and provisions
for guarantees and commitments (880) (738) (373 (861)
NET OPERATING PROFIT (LOSS) 46,327 54,302 58,212 61,625
Provisions for risks and charges (6,328) (4,682) (1,953) (5,393
Net income from investments - - 2 1)
PROFIT (LOSS) BEFORE TAX FROM CONTINUING OPERATIONS 39,999 49,620 56,257 56,231
Income tax for the period (12,173) (20,532 (21,900) (22,035)
PROFIT (LOSS) AFTER TAX FROM CONTINUING OPERATIONS 27,826 29,088 34,357 34,196
NET PROFIT (LOSS) FOR THE PERIOD 27,826 29,088 34,357 34,196
Main balance sheet figures (Amounts in € thousand)
CHANGE
12.31.2013 12.31.2012 AMOUNT %
Loans and receivables with customers 421,784 371,765 50,019 13.5%
Total assets 17,682,197 18,290,770 (608,573) -3.3%
Customer direct deposits @ 12,518,293 12,043,736 474,557 3.9%
Customer indirect deposits © 31,088,364 27,767,418 3,320,946 12.0%
Total customer (direct and indirect) deposits 43,606,657 39,811,154 3,795,503 9.5%
Shareholders’ equity 419,149 447,468 (28,319) -6.3%

(1) Ordinary loans and receivables with customers refer solely to loans granted to customers.

(2) Customer direct deposits include overdrawn current accounts, Supersave repos and the Cash Park deposit account.
(3) Indirect deposits from customers consist of products placed online or through the sales networks of FinecoBank.
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Report on Operations

Key figures

Operating Structure

12.31.2013 12.31.2012
No. of Employees 965 931
No. of Human Resources 976 949
No. of Financial Advisers 2,438 2,317
No. of Operating financial outlets 311 298

Number of human resources: includes permanent employees, atypical employees, Directors and Group employees seconded to FinecoBank, net of FinecoBank employees seconded to the Group.
Number of operating financial stores: financial stores managed by the Bank and financial stores managed by financial advisers (Fineco Center).

Profitability, productivity and efficiency ratios (Amounts in € thousand)
12.31.2013 12.31.2012
Net interest/Operating income 48.68% 59.41%
Income from brokerage and other income/Operating income 51.32% 40.59%
Income from brokerage and other income/Operating costs 100.53% 89.19%
Cost/income ratio 51.05% 45.50%
ROE 23.58% 38.72%
EVA 68,142 110,736
RARORAC 39.38% 83.28%
ROAC 49.25% 94.36%
Total customer deposits/Average resources 45,306 42,533
Total customer deposits/(Average resources + PFA) 13,056 12,261

ROE: the shareholders’ equity used for the ratio is the average figure for the period excluding dividends to be distributed and valuation reserves.

EVA (Economic Value Added): expresses the ability to create value in monetary terms, as the difference between net operating profit and the figurative cost of the allocated capital.
RARORAC (Risk Adjusted Return on Risk Adjusted Capital): is the ratio of EVA to Allocated Capital and expresses the ability to create value by risk unit as a percentage.

ROAC (Return on Allocated Capital): is the ratio of Net Operating Profit and Allocated Capital and expresses the value generated by the Allocated Capital as a percentage.

Allocated Capital: is the higher of internal capital (share of capital needed to cover risks, periodically provided by the Parent Company) and regulatory capital. Regulatory capital used to calculate the indicators EVA,
RARORAC and ROAC is calculated on a consolidated basis, without considering the “Basel | floor” or the reduction of 25% for belonging to banking Groups. To calculate the indicators as at December 31, 2013, the
figure for internal capital is that at September 30, 2013, and is the latest available figure provided by the Parent Company.

Income from brokerage and other income: Net fee and commission income, Net trading, hedging and fair value income and Net other expenses/income.

Balance Sheet indicators

12.31.2013 12.31.2012
Loans and receivables with ordinary customers/Total assets 2.39% 2.03%
Loans and receivables with banks/Total assets 92.36% 94.43%
Financial assets/Total assets 0.55% 0.42%
Direct deposits/Total liabilities 70.80% 65.85%
Shareholders’ equity (including profit)/Total liabilities 2.37% 2.43%
Loans and receivables with ordinary customers/Customer direct deposits 3.37% 3.09%
Solvency indicators
12.31.2013 12.31.2012
Tier 1 capital/Risk-weighted assets -TIER 1 capital ratio 12.25% 9.34%
Regulatory capital/Risk-weighted assets - Total capital ratio 12.25% 9.34%

Risk-weighted assets are calculated by multiplying total prudential requirements by 12.5 (the inverse of the minimum compulsory coefficient of 8%). FinecoBank calculates its capital requirement for operational
risk using advanced approaches, integrating total capital requirements for the floor set by Bank of Italy regulations. FinecoBank has applied a floor corresponding to the positive difference between 80% of the
capital requirements calculated on the basis of regulations in force as at December 31, 2006, and the sum of capital requirements for credit, counterparty, market and operational risks, calculated using the current
provisions of Basel II.
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Market share

TRADING ON ITALIAN STOCK MARKET (ASSOSIM) 12.31.2013 12.31.2012
Third party volumes traded on MTA 22.98% 19.70%
Classification of third party volumes traded on MTA 1° 1°
PERSONAL FINANCIAL ADVISERS NETWORK (ASSORETI) 12.31.2013 12.31.2012
Share ranking | 3° | 3°
PERSONAL FINANCIAL ADVISERS NETWORK (ASSORETI) 12.31.2013 12.31.2012
Net Deposits ranking | 2° | 2°
TOTAL DEPOSITS (BANK OF ITALY) 09.30.13 12.31.2012
Share of Total Deposits market 1.28% 1.22%
Share of Direct Deposits market 0.98% 0.97%
Share of Indirect Deposits market 1.48% 1.41%

The figures for “Total Deposits (Bank of Italy)” refer to September 30, 2013, which is the latest available data.

* On the basis of the 2012 Assosim Report, FinecoBank ranks in 3rd place for third party volumes traded on the MTA, with a market share of 11.39% compared to 14.75% in 2011. However, considering total
volumes trading for the ltalian shares segment and recalculating the market shares to take account of internalised orders (following the introduction of MIFID, financial brokers are permitted to handle orders
internally, following the best execution policy), FinecoBank has again confirmed its position as the number 1 broker on the Italian market, with a share of 19.7%.
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Report on Operations

Business performance and main initiatives in the period

FinecoBank is a bank operating in Italy providing banking and
financial services and investment services, focused almost
exclusively on the retail customer segment, which employs an
integrated multi-channel service consisting of the financial advisers
network, the online channel and the mobile channel.

In addition to consolidating its leadership position at domestic

and European level in the trading segment, FinecoBank is the
UniCredit group’s Asset Gathering bank, with over 2,400 personal
financial advisers dedicated to customers who prefer to deal with
professionals, focused on providing advice and asset management.

FinecoBank offers a full range of banking services (current

account, payment services and issue of debit and credit cards) and
investment services, including services of placement and trading of
financial products. In particular, with regard to investment services,
at December 31, 2013, the Issuer offered its customers, on one
hand, an investment platform with almost 5,000 mutual investment
funds and SICAV sub-funds managed by 63 international and Italian
investment houses and, the other hand, direct access to major global
equity markets and the opportunity to invest in CFDs (on Forex,
indices and shares), futures, options, bonds, ETFs and investment
certificates.

In 2013, FinecoBank continued to be the leading broker in Italy,
holding a market share of 22.98% of third party volumes traded on
the MTA, and was also leading online broker in Europe in terms of
the number of orders executed on financial markets and range of
products offered through a single account.

In 2013, approximately 86,000 new bank accounts were opened,
confirming the market’s interest in the products and services offered
by Fineco.

Performance of balance sheet aggregates

Total (direct and indirect) customer deposits reached €43,607 million,
as at December 31, 2013, with an increase of 9.5% compared to
the end of 2012, thanks to net deposits of approximately €2,500
million and a positive effect related to market performance. Indirect
customer deposits (Assets under Management-AUM plus Assets
under Custody-AUC) were equal to €31,088 million, compared to
€27,768 million as at December 31, 2012, going up by 12% (of
which AUM were up 16%) and confirming a constant growth trend,
as well as an on-going improvement in the quality of deposits.

The number of active bank accounts exceeds 715 thousand.

2,017 -350

/

10,893

415

AUM

AUC

12.31.2012 Net assets under

administration

Net assets
under management

AUC = Assets under custody.
AUM = Assets under management.
TFA = Total Financial Assets (direct and indirect deposits).

Net direct Market 12.31.2013

deposits effect
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Assets under administration and under management (Amounts in € thousand)

12.31.2013 % 12.31.2012 % CHANGE % CHANGE
Current accounts in euro, foreign currencies,
repos and deposit account 12,518,293 28.7% 12,043,736 30.3% 474,557 3.9%
DIRECT DEPOSITS 12,518,293 28.7% 12,043,736 30.3% 474,557 3.9%
Segregated accounts 41,901 0.1% 212,583 0.5% (170,682) -80.3%
UCITS and other investment funds 17,691,343 40.6% 14,940,556 37.5% 2,750,787 18.4%
Insurance products 1,805,235 4.1% 1,721,404 4.3% 83,831 4.9%
ASSETS UNDER MANAGEMENT 19,538,479 44.8% 16,874,543 42.3% 2,663,936 15.8%
Government securities, bonds and stocks 11,549,885 26.5% 10,892,875 27.4% 657,010 6.0%
ASSETS UNDER ADMINISTRATION 11,549,885 26.5% 10,892,875 27.4% 657,010 6.0%
TOTAL ASSETS 43,606,657 100.0% 39,811,154 100.0% 3,795,503 9.5%

The table above shows the figures for assets under management and
under administration of Fineco customers, including both those linked
to a financial adviser and on-line customers. The figures shown refer to
the Bank’s own products and to those of third parties placed on-line or
through the personal financial advisers network.

Performance of income statement
aggregates

Profit before tax amounted to €162 million.

The result, although down on the previous year, is very positive
considering the significant reduction in the interest margin

(-€63 million) related to the fall in market rates, as well as general
reduction in customer transactions on financial markets with negative
impacts on net fee and commission income. Also positive was the
result from placement and management of securities, UCIT units and
segregated accounts, which was up €19 million (+21.9%).

The success of a strategy that since years has targeted diversification
and the introduction of new products and services is confirmed. Thanks
to this positioning, customers have maintained and strengthened

their relations with FinecoBank, because they have found all the
products and services they need to diversify their operations and their
investment and trading strategies, with the support of the related
platform or through financial advisers.

Despite the considerable expansion of the Bank (development of new
products and services, increase of 3,780 million TFAS, recruitment of
128 new financial advisers, opening of 13 financial stores, increase
in personnel by 34 employees), operating costs were only up by
€2.6 million (+1.4%), highlighting on-going improvements in the
efficiency of the operating structure and functions supporting the
business.

Communications and external relations

The positioning of “La Banca che semplifica la banca”

(The Bank that Simplifies Banking) was launched and gained
ground throughout 2013, with three major campaign flights in
January, featuring the slogan “Semplice come respirare” (As
simple as breathing), and “Semplice come sorridere” (As simple

as smiling) in the April/September period. The communications
strategy covered all the media, in particular TV, with 70% of
planning focused on information content, in addition to: radio,
cinema, the economic and financial press, the web and social
media. An annual economic/financial press monitoring plan was
implemented, targeting all major publications.

At the end of the first half of 2013, the “Bankology” campaign
was launched in the press and on the web, with a streamlined key
concept that still went into detail about the products and services
that can really simplify the life of Fineco customers.

In the second half of the year, a powerful advertising flight

was re-proposed, with the theme “smile”, along with a trading
campaign online and a campaign to launch the new “MoneyMap”
service, which was also advertised on hoardings nationwide,
publicised in dynamic advertising and in the national press.

Spontaneous awareness of the Fineco brand increased: from
+2% recorded in March to +5% in April.

In 2013, the Member Get Member campaign continued to be the
driving force behind the opening of new bank accounts, along with
social media that expanded the campaign’s scope and effectiveness.

Other promotional initiatives included the share transfer campaign
and the “Spendi e vinci” (Spend and win) contest (for customers
limiting ATM withdrawals and opting for their credit cards instead),
active throughout the year.

Fineco is still the Italian bank with the most followers on Twitter,
while its fan page on Facebook is continually evolving, without push
or other types of advertising. It has nearly 18,000 fans - with very
high level of interaction and engagement (over 50 replies and over
100 likes for each post).

A considerable focus was placed on classroom and online training
(webinars), with excellent returns from up-selling and cross-selling

on active customers, and from new business with new traders. More
than 1,100 local marketing and acquisition/up-selling events (“format”
events) were held throughout Italy by Fineco financial advisers, proving
to be a powerful tool for customer engagement and prospects.
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Commercial activities and development

of new products and services

The main commercial activities, products and services released

in 2013, which involved all the Bank’s departments and units,

within their respective areas, and consisted of feasibility studies,

subsequent implementation and sale/placement, are summarised

below:

- extension of the “Member Get Member” and “Bring Securities and
Funds to Fineco” campaigns;

- possibility to directly request online the transfer of Telepass
(electronic motorway toll payment system) billing from another bank
to Fineco, without having to change the Telepass device installed in
the vehicle;

- release of the new version of PowerDesk. The leading trading
platform in Italy now has a whole host of new features, including:
trading on main world indexes, with no commission and no
disclosure costs, in over 20 countries; Customisable workspace;
even better graphics, with new customisable historical series,
over 90 technical indicators and the display of up to 6 charts in a
MultiCharts window; advanced Chart Trading to enter, amend and
delete orders, including stop loss and take profit orders, directly
from the chart; new dynamic and self-excluding orders; yield from
main Government Bonds in real time; a more powerful advertising
engine and more extensive news, also covering bonds and Forex; a
fee which can be reset with just 5 orders executed a month;

- introduction of the “Credit line with authorisation to sell through

administration and SICAVs”. By opening an active bank account

and signing authorisation to sell securities, resident customers who
are Fineco current account holders and have securities with the

Bank, may obtain a current account credit line in proportion to the

amount of securities they hold, for which the Bank has received an

authorisation to sell;

release of the new version of the Fineco application for

smartphones and iPads, that can be downloaded free of charge

from the App Store on iTunes and from Google Play, with additional
functions, such as: making payments using post office payment
slips and photographing the bar code; transfers; MAV (payment
against order) or RAV (special paying in slip issued by government

collection agencies) payments; ATM/Branch search; privacy

option, to conceal assets; total credit card spending in previous
months; statement of transactions, with a search function by date;
confirmation of bank transfers with a PIN text message; adding
recipients of transfers to the contacts book, with a description and
alias; the possibility to buy and sell bonds; foreign exchange service
(with the multicurrency service active); CashPark service; plus bug
fixing and an improved stability and performance;

- issue of the new Fineco “Small Business” current account for small

businesses and professionals;

release of MoneyMap, Fineco’s Household Budgeting service. This

innovative service, fully integrated in the Fineco site, lets users

track household spending in a fully automated way. Incomings and
outgoings are itemised by category and located, statistics are given
on expenditure and preferred retail outlets, and a budget can be
configured and monitored;

release of the Fineco App for Windows 8, which can be directly

downloaded from Windows Phone Market. With this new application

for Windows Phone 8, users can manage account transactions,
order bank transfers, buy and sell Iltalian and foreign securities

on main world markets, also setting trading margins, with charts,

indexes and quotations in real time;

release of the Logos App for iPads and Android tablets;

- a wider choice of bonds, with access to the new Euronext market.
More than 1,000 new securities have been made available on MOT,
EuroMOT, EuroTLX and Hi-MTF, for a total basket of more than
6,000 instruments.

The following pages contain the main indicators and results of the
product macro-areas: Brokerage, Banking and Investing.

All the activities were carried out with the aim of obtaining economic
results from the “industrial” management of the businesses,

to minimise their financial risk. The financial management of
FinecoBank is oriented towards risk management aimed at protecting
the industrial returns on various businesses and not assuming risk
positions on its own account.
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Brokerage

In 2013, FinecoBank further consolidated its leadership position on
the Italian online trading market. In the first few months of the year,
transactions increased considerably, on the Italian market; from March
onwards, trading volumes fell, as the Tobin Tax became effective.

The heavy traders segment continued to be affected by the downturn
in volumes and generally by a changed domestic market structure.
However total fees and commission income and expense generated
were higher than expected, thanks to contributions from the US, Forex
and Logos markets, and new CFDs on indices.

The contribution from US equity increased, with some of the orders
previously executed in Italy being transferred, due to market dynamics,
the effect of the Tobin Tax and repricing in January 2013.

The contribution from derivatives and interest on leverage was better
than expected, while Forex and bonds, after an excellent first half, were
affected by a poor volatility and low volumes.

Besides accounting for a significant part of net commissions, the new
products, Logos and CFDs on indices, reported growth rates entirely
against market trends compared to traditional business segments.

Besides repricing on US markets and the release of CFDs on indices,
the range of bonds was expanded, with new markets added and the
OTC service implemented. Fineco continued its strategy to consolidate,
innovate and develops its products, introducing the new Powerdesk
platform, Logos app, Equiduct German market and evolutionary apps
for iPhones, iPads, Android and Windows Phone.

Specifically:

e the Logos platform is now available using apps, the look & feel have
been entirely restyled and the number of instruments that can be
traded increased to more than 100, from the 50 of the desktop
version;

e CFDs enable customers to trade on indices of 20 different countries
without having to connect to relative stock markets and without
paying additional costs, plus they also benefit from the leverage
effect and no commission;

e the new Powerdesk platform, with its restyled look and feel, now
features integrated content, such as a customisable workspace, new
graphs, a government bonds spread display, economic calendar and
better usability with a predictive search function, multicharts and
preference contextualisation;

o the Equiduct markets enables all our customers to use the listings
main German securities free of charge;

of

e the Hi MTF and Euronext Bond markets and OTC service have further

expanded bond products, with more than 7,000 instruments now
available;

e evolutionary apps enable users to access services such as payments

using post office payment slips, trade bonds, search for ATMs and
currency exchange from their mobile devices.

Information feeds have also been changed, to reduce costs on share
markets of little importance to our customers.

Total number of orders executed

22,513,118

22,090,734

Dec 2012 Dec 2013
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In general, the results achieved confirm the success of a business Thanks to this positioning, customers maintained and consolidated
model focused on offering very easy to use innovative services in an relations with Fineco, because they have a bank that always listens to
all-round solution for all target customers. their needs for new products (for example Forex, multiday leverage,

derivatives, bonds, CFDs) and for usability and interfaces.

The total number of orders executed refers to the transactions of retail and institutional customers to buy and sell shares, bonds, derivatives,
forex, DFCs, provisions and repos.

Number of orders executed on line broken down by stock market

DEC 2012 DEC 2013
Other markets 143,956 109,317
I[taly (MTA+AH) 12,251,904 11,114,412

USA 1,523,324 2,121,466
France 209,197 153,738
Germany 235,981 377,994
o o = o o o o
8 38 3 S 8 3
o o o o o o
8 3 3 S 8 3
® © @ & 2 ® M Germany M France USA I italy (MTA+AH) I Other markets
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Banking

Banking

Main new products and services include the digital signature service for
signing documents and contracts with the Bank online, the online launch
of the Small Business account for professionals and small businesses,
the launch of the MoneyMap service and introduction of the digital
signature for financial advisers.

The digital signature service is only available for bank customers. After

obtaining a Qualification Certificate issued by the Accredited Certification

Body (In.te.Sa S.p.A.), the customer can sign bank documents and

contracts directly online, entering, in addition to the device PIN, the PIN

text code, which is sent to the certified mobile phone number.

At present, contracts can be signed by customers with a digital signature

for:

- ATM cards;

- top-up credit cards;

- changing accounts, to request the transfer of accounts held in one
name to a new economic profile with no fees and no interest;

- enabling derivatives, before increasing transactions on Logos, CFDs and
Forex trading services.

The new Small Business account, launched in May, aims to diversify the
business, with the monitoring of new market segments. The account can
be directly opened online or via a financial adviser.

MoneyMap is Fineco’s household budgeting service, fully integrated in
current accounts, to enable customers to track household spending in

a fully automated way. MoneyMap itemises incomings and outgoings

by category, locates credit card transactions, provides statistics on
expenditure and preferred retail outlets, and lets users configure and
monitor their own budget. The service is an exclusive of Fineco and really
helps customers control their expenses.

The digital signature service exclusively for financial advisers enables
them to sign digital documents. Simple, quick and above all secure, the
service guarantees the authenticity of the signature and that documents
cannot be edited.

Optimisation and expansion of the range of services offered to customers
includes new F24 forms online to pay taxes and the launch of the online
transfer service for Telepass payments.

At the same time, activities to design and manage marketing campaigns
continued, targeting online and member get member initiatives. The
activities are complex, combining creative, promotional and logistics
activities, as well as monitoring.

No. of current accounts and balance of direct and
indirect deposits (Amounts in € thousand)
40,000 750,000
35,000 730,000
710,000
30,000
690,000
25,000 670,000
20,000 650,000
15,000 630,000
610,000
10,000 M direct deposits 590 000
5,000 M indirect deposits 12,518 '
’ -7=no. of current accounts 570,000
0 550,000
Dec 2012 Dec 2013
Credit

In 2013, in line with the performance figures for last year, the
indicators relating to the credit card sector showed an upward trend.
Specifically, a 5% increase was recorded in the number of active
credit card holders with full repayment of balance at term, whilst an
8% increase was recorded in the number of customers holding credit
cards with instalment payment plans (also known as revolving credit
cards).

Furthermore, the figure relating to spending, which continues to be
the main profitability driver, rose by 9.7% compared to the previous
year, recording an overall sum of more than €2 hillion. The spending
of revolving cards represented 2% of the total.

At present, Fineco cards comprise 46.5% cards operating on the
Visa circuit, and the remaining 53.5% on the MasterCard circuit.
Relative spending amounts to 57% on the Visa circuit and 43% on
the MasterCard circuit.

As part of the programme to migrate cards to technologies necessary
for credit card holders to make “proximity payments”, during the last
quarter of 2013, the certification process to enable Visa circuit

cards to use contactless technology (PayWave) was started.

All newly issued MasterCards are already enabled to use contactless
technology (Paypass).
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In addition, from April, all rechargeable cards will be issued with
Chip and PIN. Chip & PIN technology allows purchases to be made
by entering a PIN instead of signing the receipt. This feature is a
new security standard aimed at further strengthening the protection
against the risk of fraud in the event of loss, theft or counterfeiting.

Number of valid activated Credit Cards

609,436

557,571

M FinecoBank Cards

Dec 2012

Dec 2013

Credit Card spending (cash and revolving)
(Amounts in € thousand)

2,150,000 42,059 43.000
1,950,000 42,000
41.000

1,750,000
40.000
1,550,000 39.000
1,350,000 38.000
37.000

1,150,000
36.000
850,000 I Spending cash 35.000

-~ Spending revolving

750,000 34.000

Dec 2012 Dec 2013

Lastly, from February, FinecoBank has expanded the range of credit
facilities with the opening of a new current account credit service
with mandate to sell securities.

Payment systems

New developments in payment systems include the updating of
payments services to requirements introduced by the new EU SEPA
Directive.

Sepa Direct Debit (SDD) is a pre-authorised direct debit payment
service to make payments in SEPA countries (the 27 countries of
the EU, plus Iceland, Liechtenstein, Norway, Switzerland and the
Principality of Monaco). Inside this area, all payments are considered
as domestic and so no distinction is made between “national” and
“cross-border” payments. The service enables customers to request
automatic direct debit for payments from their current account,
based on previous authorisation arranged with the recipient of the
payment. This service is similar to the Italian RID (pre-authorised
debit instructions).

As provided for by EU regulation no. 260/2012 of March 14, 2012,
the migration of all Italian and cross-border bank transfers to SEPA
(Single Euro Payments Area) has been completed. SEPA transfers are
used to pay bank transfers in euros between customers who have
accounts in the SEPA; as from February 28, 2014, this will be the
only valid method of bank transfers in euros for all countries that are
in the SEPA.
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Investing

As part of its business, FinecoBank uses an open architecture
business model to offer customers an extremely wide range

of asset management products - comprised of collective asset
management products, such as units of UCITS and SICAV - from
carefully selected ltalian and international investment houses.

At December 31, 2013, FinecoBank had signed placement
agreements with 63 Italian and international investment houses for
the distribution of approximately 5,000 UCITS and SICAV sub-funds.
To facilitate the identification of the best products to offer
customers within its range of products, thereby optimising service
levels, FinecoBank, in monitoring its range of products, has
developed an additional selection process to identify the best
products available on the market at any time.

With this goal in mind, investment programmes were created
starting in 2011, in partnership with Pioneer Investments acting
as the manager. Exclusively targeted to the bank’s customers, the
investments take the form of funds of funds (“Core Series”) which
invest in the best funds out of those distributed by the Bank per
individual asset class.

Through its financial advisers, FinecoBank offers its customers
the traditional investment advisory service and, since 2010, an
advanced advisory service called Fineco Advice.

Fineco Advice is an advisory platform that enables financial

advisers to:

e run diagnostics on the customer portfolio invested with
FinecoBank, as well as with other banks, and conduct detailed
mapping of asset allocation, the risk/return profile of the
customer’s portfolio, the cost of each individual instrument the
portfolio is invested in and the overall efficiency of the portfolio;

e monitor portfolios invested in FinecoBank, which takes the
form of on-going advice on asset allocation of investments, the
selection of individual financial instruments (strongly focused
on high quality instruments in terms of ratings and liquidity,
among other aspects) and their consistency over time with the
risk/return profile selected by the customer.

Through its financial advisers FinecoBank also offers customers
the option to subscribe different types of insurance asset
management products and supplementary pension products
offered by numerous insurance companies or investment houses.
Customers can thus benefit from a healthy competitive scenario,
which reflects on the quality of the products and services offered,
and have their varying needs met in relation to different levels of
risk appetite.

(Amounts in € thousand)

12.31.2013 % 12.31.2012 % CHANGE %

Mutual investment funds and other funds 17,691,343 90.6% 14,940,556 88.5% 2,750,787 18.4%

Insurance products 1,805,235 9.2% 1,721,404 10.2% 83,831 4.9%

Discretionary accounts 41,901 0.2% 212,583 1.3% (170,682) -80.3%

Total asset management 19,538,479 100.0% 16,874,543 100.0% 2,663,936 15.8%
of which Guided products & services

- Core series 3,748,067 67.6% 2,715,403 69.4% 1,032,664 38.0%

- Advice 1,792,844 32.4% 1,197,409 30.6% 595,435 49.7%
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The financial advisers network

The Company’s consolidated position in the Wealth Management
segment was a major focus in 2013, with advertising campaigns
and promotions in the year targeting this area.

In particular, the advertising campaign (launched at the start of
2013 and re-proposed with a new flight in the spring and last
quarter), promotes brand awareness and focuses on the status
the Bank is aiming for in terms of positioning.

Network promotions targeted top-end customers, with dedicated
campaigns including MGM Apex and Tax-free Advice concerning
the TOP advisory service. Other more traditional campaigns, with
a softer focus, were also run to acquire new customers, including
periodic MGM campaigns and the “Porta titoli e fondi” (Bring
Securities and Funds to Fineco) campaign.

More than 1,100 customer events were held, proving to be important
acquisition and cross-selling channels; new formats were also
introduced for this customer segment, with exclusive events being held.

The Fineco Wealth Advisor Forum was also relaunched during the
year, comprising 140 advisers who target their financial advice

Personal Financial Advisers Network - assets

services at private customers, that make up a significant part of
the Network, accounting for 6% in terms of number of customers,
and 26% in terms of assets. At the end of 2013, the number

of private segment customers totalled more than 11,000 (equal
to approximately 2% of the customer base) with total assets of
€12.8 hillion.

In 2013:

- total net deposits as at December 31, 2013 amounted to:
€2.5 billion;

- new accounts opened in the year totalled: around 70,000

The new accounts contributed to a considerable increase in
deposits, with the addition of 128 new advisers generating total
net deposits equal to €618 million and 70 “beginners” from the
“young people project” generating €33 million.

As at December 31, 2013, the network was made up of 2,438
personal financial advisers, who operate countrywide through
311 financial stores (Fineco Centres), managed directly by the
Company or by the financial advisers themselves.

(Amounts in € thousand)

12.31.2013 % 12.31.2012 % CHANGE %
Current accounts in euro, foreign currencies,
repos and deposit account 8,709,498 24.1% 8,207,751 25.2% 501,747 6.1%
DIRECT DEPOSITS 8,709,498 24.1% 8,207,751 25.2% 501,747 6.1%
Segregated accounts 41,901 0.1% 211,267 0.6% (169,366) -80.2%
UCITS and other investment funds 17,344,996 47.9% 14,617,192 45.0% 2,727,804 18.7%
Insurance products 1,703,434 4.7% 1,611,812 5.0% 91,622 5.7%
ASSETS UNDER MANAGEMENT 19,090,331 52.7% 16,440,271 50.6% 2,650,060 16.1%
Government securities, bonds and stocks 8,392,123 23.2% 7,866,546 24.2% 525,577 6.7%
ASSETS UNDER ADMINISTRATION 8,392,123 23.2% 7,866,546 24.2% 525,577 6.7%
TOTAL ASSETS 36,191,952 100.0% 32,514,568 100.0% 3,677,384 11.3%

The table above shows the breakdown of the managed assets
attributable to the personal financial advisers network as at

December 31, 2013. Total assets, amounting to €36,192 million,
increased by 11.3% compared to December 31, 2012.
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Composition of Total Stock of Assets Personal
Financial Advisers Network as at December 31, 2013 (%)

Composition of Total Stock of Assets Personal
Financial Advisers Network as at December 31, 2012 (%)

50.6
52.7
0.6
I Funds I Funds
Il Administred/Direct Funds/Real Estate Mgt Il Administred/Direct Funds/Real Estate Mgt
Managed I Insurance Managed I Insurance
Personal Financial Advisers Network - total net deposits (Amounts in € thousand)
FY 2013 % FY 2012 % CHANGE % CHANGE
Current accounts in euro, foreign currencies,
repos and deposit account 429,446 16.8% 1,014,751 51.1% (585,305) -57.7%
DIRECT DEPOSITS 429,446 16.8% 1,014,751 51.1% (585,305) -57.7%
Segregated accounts (167,871) -6.6% (140,970) -7.1% (26,901) 19.1%
UCITS and other investment funds 2,582,231 101.3% 2,018,315 101.7% 563,916 27.9%
Insurance products (23,595) -0.9% (276,573) -13.9% 252,978 -91.5%
ASSETS UNDER MANAGEMENT 2,390,765 93.8% 1,600,772 80.6% 789,993 49.4%
Government securities, bonds and stocks (270,881) -10.6% (630,353) -31.8% 359,472 -57.0%
ASSETS UNDER ADMINISTRATION (270,881) -10.6% (630,353) -31.8% 359,472 -57.0%
TOTAL NET DEPOSITS - PFA NETWORK 2,549,330 100.0% 1,985,170 100.0% 564,160 28.4%

Net deposits for the year increased considerably compared to the previous year (+28.4%), with significant growth in assets under management

(+49.4%).
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Operating structure

Human resources

At the end of 2013, FinecoBank’s workforce consisted of 976
people, 27 more than the 949 as at December 31 2012, an
increase of 2.8%.

The breakdown is shown in the table below:

HUMAN RESOURCES 12.31.2013 12.31. 2012
FinecoBank employees 965 931
Workers with atypical contracts™ (+) 1 3
Group employees seconded to

FinecoBank (+) 4 9
FinecoBank employees seconded to

the Group (-) @ (1)
Total human resources excluding

Directors 968 942
Directors (+) 8 7
Total human resources 976 949

* 1 project-based staff member as at December 31 2013, 1 project-based staff member and 2
temporary staff members as at December 31 2012.

As in previous years, the workforce was consolidated and
optimised in 2013. 72 people were hired during the year, of
which 11 from other Group Companies and 61 from the market.
Of the 61 new recruits from the market, over half were employed
in the CRM area. These were mainly young graduates, who

are offered the chance to start a process of professional
development, which allows them to get to know the company
and puts them in a position, going forward, to be able to take on
different positions with increasing responsibility.

In 2013 there was significant use of internal job rotation,

which involved 75 people. This system provided cover for
vacant positions in the Company, while also ensuring on-going
professional development of personnel.

In 2013, a total of 38 people left the bank, of which:
- 16 due to resignations;
- 17 due to transfers to Group companies.

The total staff turnover rate was 11.6%.

The Bank’s workforce can be broken down as follows:

As at December 31 2013 part-time staff totalled 65, accounting
for 6.7% of the workforce, with the female employees representing
around 42.6%. The number of female Managers and Senior
Managers increased by 18.5% compared to the previous year.
Average staff seniority was 6.6 years, while the average age was
approximately 38 years.

Employee training

When suitably structured and integrated into human resource
development systems, employee training is a fundamental tool for
acquiring and consolidating the distinctive skills of each role, required
to meet company needs. In 2013, approximately 20,000 hours of
training were delivered, covering the entire company population.

The details are shown below:

TRAINING AREA HOURS OF TRAINING
Mandatory 2,967
Technical 6,856
Foreign Language 8,890
Behavioural/Managerial 1,149
Total 19,862
Mandatory training

In 2013, the Bank continued its focus on mandatory training required
for all its employees. The attendance of all mandatory courses was
constantly monitored though the Group UCILearning Platform.

In collaboration with the Compliance Officer, the mandatory course
on the Anti-Money Laundering Service. The “Suspicious transaction
reporting” module was re-tailored to the specific features of the
Bank. As a result of this change, a new online course (“Advanced
Anti-Money Laundering”) was produced and launched in the second
half of the year, which is mandatory for all employees.

Again in collaboration with the Compliance Officer, training was
intensified on compulsory regulations by organizing specialised
classroom-based training courses for Managers and people most
affected by the subjects covered by the courses (“Anti-money
laundering and combating the financing of terrorism”).

MEN WOMEN TOTAL
Category 12.31.2013 12.31.2012 12.31.2013 12.31.2012 12.31.2013 12.31.2012
Senior Managers 20 18 3 2 23 20
Managers 195 189 74 63 269 252
Professional Areas 339 332 334 327 673 659
Total 554 539 411 392 965 931
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Technical training

During the year, specialised training sessions were organised for the
acquisition of technical skills needed to improve company productivity
and the level of employee specialisation.

In the Customer Care area, approximately 2,000 hours of training
courses were held for “new recruits” on technical subjects, as well

as “on-going” training courses on technical and behavioural subjects
(relating to Communication and Service), with a view to maintaining
high quality service standards and a constant customer focus.
Training on Microsoft Office, which began in 2011, continued, with
specific training labs on Excel, Word and PowerPoint, which are all
widely used by Bank staff.

In addition, all employees were involved in training sessions on

the Evaluation System, to clarify objectives, stages and particular
aspects. Training was on a voluntary basis and was held by staff from
the Human Resources Department.

Particular attention was paid to specialist training for all employees,
with the aim of guaranteeing on-going updates concerning laws,
processes and procedures.

The Bank’s Business Continuity training plan continued, with on-the-
job training throughout the year, certified in company registers.

Foreign language training

FinecoBank continued its major focus on language training, also in
view of its international operating environment. Around

240 employees participated in English courses (classroom or
telephone courses), considering the importance of English in their
work. Senior Managers received “one-to-one” training courses

in Business English. German courses continued for around 30
employees.

Management training

In 2013, FinecoBank continued to invest in middle management and
in specific categories of employees (Executives, Talents), with a view
to supporting the development of management skills through
highly-focused courses on subjects such as leadership, team
management, emotional skills, time management, and problem-
solving.

Trade union relations

2013 was marked by events that strained trade union relations at all
levels. Following the Italian Banking Association’s announcement last
September that it was cancelling the Collective Labour Agreement for
the Sector, the General Secretaries of Trade Unions made the freeze
on industrial relations, nationwide and for all Companies, official.
Only in the last few days of the year was an agreement reached to
resume negotiations, at a national, Group and company level.
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Technology infrastructure

The Bank’s architectural technology has been designed to

provide services with a view to Business Continuity, so as to give
customers the best level of service possible, at all times, minimising
technological and/or operating discontinuity.

FinecoBank develops internally all the transactional and investment
platforms offered to customers, the network of promoters and
applications that enable banking operations and trading in securities
through the mobile channel, in managing the entire technological
infrastructure it employs in substantial independence.

The information system of FinecoBank is comprised of six essential

elements:

- banking application software;

- On-line Trading system (dedicated applications for the real-time
sale/purchase of securities and financial instruments on the main
European and American markets);

- a management system for the operations room and for institutional
investors, and access to the information/order sections of
numerous Italian/foreign markets;

- a management system for investment services such as Funds,
SICAVs and Bank Insurance;

- a credit card management system, with the issue of cards for VISA
and MasterCard circuits, and processing of relative transactions;

- a personal financial advisers network management system,
enabling advisers to operate together on all FinecoBank products
through a single portal.

In 2013, the ICT Area carried out technological upgrading,
consolidation and development of the Information System in order to
provide new and more versatile added value services to customers.
Specifically, from an architectural perspective, work continued on
optimising infrastructure and applications, as well as the continuous
improvement and fine-tuning of the applications security architecture.
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Internal control system

FinecoBank has an internal control system to guarantee the
sound and prudential management of the Bank’s activities, while
also achieving company objectives, specifically monitoring risks
and basing operations on criteria of fairness.

The internal control system comprises rules, procedures and
organisational structures that involve all company levels,
established to achieve the objectives of effective, efficient
company processes (administration, production, distribution
processes, etc.), safeguarding the value of activities and
protecting from losses, ensuring the reliability and integrity

of accounting and operating information, the compliance of
operations with laws in force, as well as with policies, plans,
regulations and internal procedures, and the consistency of
organisational monitoring as regards developments of company
strategies and changes in the reference context.

The internal control system is based on four types of controls:

e The first level controls are incorporated into operating
procedures and are known as “line controls”. These controls
are consequently included in the Services and Bank segments
responsible for performing various work tasks by following
specifically created executive procedures. To ensure efficient
performance of these controls, the procedures have been
formally set out in internal regulations, which have been
documented and published on the Bank’s Intranet in order
to facilitate access by staff to the instructions issued by the
Bank. Monitoring and continuously updating these processes
is entrusted to “process supervisors” who are charged with
devising controls able to ensure the proper performance of daily
activities by the staff concerned, as well as the observance of
any delegated powers. Formal processes regard both customer
contact (financial advisers) and head office functions.

e Second level controls are associated with day-to-day
operations applied to quantifiable risks; they are carried out
on an on-going basis by functions separate from operating
functions. Controls of market, credit and operational risks, as
regards compliance with limits assigned to operating functions
and the consistency of operations of individual production
areas with established risk/yield objectives, are assigned to
the “Risk management” function which operates according
to methodologies issued by the Parent Company; controls
on compliance risk are usually managed by the Compliance
function, which operates according to a Competence Line
model, centralised at the Parent Company, with a Compliance
Manager monitoring risk at the Bank and applying Group
methodologies to evaluate and monitor compliance risk.

- Third level controls are associated with internal auditing,
based on analysis of information from databases or company
reports and on-site inspections, also among financial advisers,
conducted with the aim of assessing the functionality of the
overall internal control system and identifying any anomalies
and infringement of procedures and regulations. These controls

are assigned to the “Internal Audit” function, centralised at the
Parent Company, that operates on the basis of a specific service
agreement.

e |astly, institutional supervisory controls, including those of the
Board of Statutory Auditors and the Supervisory Body pursuant
to Legislative Decree 231/2001, are also included.

The following organisational structures are involved in defining
and managing the internal control system:

Corporate bodies

e The Board of Directors, responsible for approving strategic
guidelines and risk management policies, as well as the
organisational structure of the Bank, approves the internal
control system structure. It periodically evaluates the
functionality, effectiveness and efficiency of the internal control
system, promptly adopting corrective measures for deficiencies
and/or anomalies identified by control functions.

In particular, the Board promotes a company culture that
empowers controls, in compliance with the indications and
principles contained in the Supervisory Instructions; it defines
and approves the strategies for identifying and evaluating risk;
it approves strategic guidelines and risk management policies;
it approves the Bank’s organisational structure, ensuring

that duties and responsibilities are clearly and appropriately
assigned - as regards authorisation mechanisms in particular
- also providing the means for controlling delegated powers; it
ensures that the Managing Director defines the internal control
system in line with the risk appetite selected; it checks that
control functions have an appropriate degree of autonomy
within the structure, ensuring that adequate resources are
provided for its proper functioning; it checks that relative
structures have defined an information system that is correct,
complete and timely; it periodically evaluates the functionality,
effectiveness and efficiency of the controls system, promptly
taking action in the event of deficiencies and/or anomalies.

To assist the Board in its duties, an Audit Committee, appointed
by the Board of Directors and comprising non-executive board
directors has been established. The Audit Committee, which
has information, advisory, recommendation and investigation
functions, operates using a risk-oriented approach, to identify
the guidelines for the entire internal control system and assess
its effectiveness and efficiency, so that main risks are correctly
identified, and adequately measured, managed and monitored,
while the Board of Directors still has responsibility for all
relative decisions.

The Audit Committee has the following duties, among others:
as regards the model for outsourcing audit activities, adopted
by the Bank, it acts as an interface between the Bank and
audit function, centralised at the Parent Company, in keeping
with indications of the Supervisory Authority; it ensures that
service levels regulated by the audit outsourcing agreement are
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complied with at all times, assisting the Board of Directors in
evaluating the adequacy of the service and checking that audit
activities conducted by the internal audit function are mainly
based on risk assessment analysis, updated on an on-going
basis. The Audit Committee also: helps identify internal control
system guidelines, based on a risk-oriented approach, so that
main risks concerning the Company are correctly identified
and adequately measured, managed and monitored; reports

to the Board of Directors, at least every six months, when

the financial statements and interim financial statements are
approved, on activities carried out, and also describes the
essential elements of the internal control system, rating its
adequacy, effectiveness and actual functioning; evaluates the
guidelines and annual plan for controls prepared by the internal
audit function, and checks compliance; examines periodic
reports and audit reports produced by the internal audit
function, and evaluates any findings, following actions taken
to remedy deficiencies/anomalies identified, as well as the
implementation of corrective measures proposed and adoption
of suggested recommendations; it evaluates the adequacy of
accounting standards used and their uniformity for preparing
the consolidated financial statements, in conjunction with the
company financial reporting officer and external auditors; on
specific request of the Board of Directors, it evaluates related-
party transactions, as well as transactions in which conflicts of
interest exist directly or indirectly.

The Managing Director has the following duty, among others:
establish a company configuration that ensures compliance
with all laws and regulations comprising the legal/corporate
and regulatory framework of the Company, including guidelines
from the Board for a code of ethics to adopt in the Company,
with the contribution of all personnel; arrange necessary
measures to ensure that an efficient and effective Internal
Controls System is established and maintained; ensure effective
risk management of nonconformities.

The Board of Statutory Auditors, without prejudice to any other
or more specific duty and power assigned to it by primary and
secondary laws and regulations in force, monitors compliance
with laws, regulations and the Articles of Association, as well
as the correct administration, adequacy of organisational and
accounting arrangements of the Bank, of the risk management
and control system, as well as the functioning of the overall
internal control system. The Statutory Board of Auditors, in
carrying out its duties, works with the Internal Audit function
and Audit Committee, on the basis of continual dialogue and
the proactive exchange of information. The Statutory Board of
Auditors also works with the External Auditors, the Compliance
Manager and the Anti-Money Laundering Function Manager.

Control Functions

The Internal Audit function, pursuant to supervisory regulations
for banks, is independent of other company functions and
reports directly to the Board of Directors (also through the
Audit Committee) and to the Board of Statutory Auditors on a
quarterly basis as regards its activities; it also attends Audit
Committee meetings, which are usually held monthly. According
to the UniCredit group’s organisational model, the Internal
Audit function is outsourced to the Parent Company based on
a specific service agreement that regulates its activities. This
ensures the uniform application of Group audit methods.

The purpose of audits is to provide an independent assessment
of the adequacy and functionality of the Bank’s internal control
systems (line or operating controls, or risk management
controls), by evaluating the efficiency and effectiveness of
information systems, organisational processes and company
procedures, as well as the models and mechanisms for
controlling and managing risks, including compliance risk.

The methodology used is based on the following main stages:
definition of the “Audit Universe”, i.e. organisational and
process analysis to identify elements involved in audit activities;
Risk Assessment, i.e. identifying, assessing and measuring
risks to which elements of the “Audit Universe” are exposed;
defining the annual audit plan, on the basis of risk assessment
results; the plan establishes the objectives, type and frequency
of audits and resources to use.

Audits, of Bank processes, and the personal financial advisers
network, may be conducted: remotely - mainly using electronic
data extractors, to identify potential risks situations that may
require further investigation in situ; in situ - with inspections
at the offices and organisational units of Fineco, using
conventional audit techniques such as document control,
interviews and sampling; through particular investigations -
concerning individual conduct or types of operations.

After completing audits and based on findings, the Function
makes suggestions to relevant company structures; the
resolution of identified anomalies and deficiencies is monitored
by a systematic audit tracking process, and in the case

of particular risk situations and/or internal control system
weaknesses, by a specific follow-up.

The annual evaluation of the Company’s internal control system,
conducted by the Internal Audit function, based on evidence

of audits conducted from 2010-2012, has always been
“satisfactory”.

The Risk Management function prevents and monitors
different components of Bank risks. The function specifically
controls credit, market and operational risks to which the

Bank is exposed. The Risk Management function also monitors
business, reputation and liquidity risks.
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The function supports the Chief Risk Officer (CRO), in the area of
responsibility of the Department, in monitoring and reporting to
Corporate Bodies (Managing Director, Board of Directors, Audit
Committee and Statutory Board of Auditors) and to the Risk
Committee.

The Risk Management function also develops the ICAAP - Internal
Capital Adequacy Assessment Process, in compliance with the
Basel regulatory framework and Parent Company regulations.
Specifically, the function has the following main duties: implement
processes and activities for better risk control in compliance with
regulations, instructions of the Parent Company and indications
from the Board of Directors; define methodologies and tools to
control different types of risk and coordinate risk control teams;
put in practice Parent Company policies, ensuring they are
adopted within the Bank; ensure that operating limits comply with
proposals made to the Managing Director and CRO to change
risk reduction measures; validate and verify that information
flows periodically sent to the Parent Company are complete and
correct, in order to calculate regulatory capital, where required,
and Pillar 2 capital; monitor and carry out sensitivity analysis of
the banking portfolio, as part of the measurement of liquidity risk,
and control relative information flows to the Parent Company;
with reference to Basel Il obligations (ICAAP), evaluate the Bank’s
risk profile and measure risk, in conjunction with the Parent
Company, in order to evaluate capital adequacy and monitor

risk appetite; with reference to the management of market and
operational risk, define mitigation and hedging policies; with
reference to Basel Il obligations (ICAAP) and the management of
credit risk, monitor the application of credit strategies and polices
established by the Parent Company.

Reporting to corporate bodies consists of the quarterly report on
the Bank’s risk exposure; specific reporting is also prepared for
the Risk Committee, containing operating information in relation
to key risk indicator performance and consequent corrective
measures.

e The Compliance function manages compliance risk through:

- Proactive and on-request advice concerning laws,
regulations, codes, practices, products, business lines and
existing, proposed or future geographic monitoring, including
the implementation of organisational structures.

- Communication concerning (i) the issue of guidelines,
procedures, memos, notes and opinions, as well as (i)
updates and training for employees on Compliance, on areas
in its responsibility (iii) the promotion of a culture that fosters
compliance with standards, internal regulations and Global
Rules of the Group.

- Monitoring, surveillance and reporting, with second level
controls to identify compliance risks (“Compliance Risk

Assessment”), classify these risks, remotely track them,
monitor identified criticalities as well as start escalation
procedures to remedy them and provide advice/information
and reporting for corporate bodies concerning this risk.

- Work with authorities, within its area of responsibility, in
managing / being involved in requests, inspections, self-
assessment and consultations set up by the Supervisory
Authorities, and in developing and managing relations with
these Authorities.

- Involvement in Group projects and work teams, within its
areas of responsibility, if requested.

According to the organisational model adopted by the UniCredit
group, FinecoBank’s Compliance function is centralised at the
Parent Company based on a specific service agreement. The
position of Compliance Manager has been established at Fineco,
and is responsible for assisting the Company, corporate bodies
and personnel in managing compliance risk, by:

- mapping compliance risk relative to each regulatory area,
within the responsibility of the function; conducting self-
assessment of the compliance level, and defining and
monitoring risk mitigation actions;

- carrying out second level controls to verify the correct
application of procedures to monitor risk compliance;

- assisting the Group Compliance Manager and the Bank’s
operating and business structures in assessing the impact
of compliance risk on regulations, due to the introduction of
new services, products, processes and business initiatives.

The main areas of responsibility of the function refer to
regulations on: banking and financial services, banking
transparency and consumer credit, consumer protection, credit
brokerage, usury, payment services, privacy, company liability for
offences committed by employees in the interest of the company,
anti-money laundering and combating the financing of terrorism,
sanctions and embargoes, corruption and the unlawful receipt

of goods, money or other utilities, antitrust, investment services
and activities, management of conflicts of interest in the Group,
regulations on financial instrument markets, the centralised
management of financial instruments, the placement of financial
instruments, market abuse, the promotion and distribution of
(financial and non-financial) insurance products, material equity
investments, risk activities as regards related parties and equity
investments held by banks and banking groups.

The Compliance function includes the Anti-Money Laundering
Service, responsible for managing the correct application

of regulations on anti-money laundering and combating the
financing of terrorism.

1. The Risk Committee, composed of the Managing Director, Head of GBS, CFO, CRO, Head of the Risk Management Unit, Head of the Legal & Corporate Affairs Unit, Head of the Human Resources Unit, Head
of the Compliance Officer Unit, Head of Information Security & Fraud Management, and CAE, performs advisory and recommendation functions, to aid the decisions of Managing Director with regard to the
strategic guidelines and policies related to any type of risk, within the scope of the instructions issued by the Parent Company.
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Main risks and uncertainties

For more details of the risks and uncertainties handled by the
Bank in the current market situation, reference is made to

Organisational structure

Part E - Information on risks and hedging policies of the Notes to
the Accounts.

The organisational structure of the Bank is consistent with the Group
Organization Guidelines issued by the Parent Company UniCredit
S.p.A

The Guidelines set out organisational principles and rules designed to
ensure their uniform application across all Group Legal Entities.

The Group Organization Guidelines set out structured organisational
rankings on four levels (Division, Department, Unit and Team) based
on their size and the organisational complexity of the operations
overseen.

In the first half of 2013, the Network Services Department switched
to directly reporting to the Managing Director, in order to provide
adequate support for second level controls of the activities of
financial advisers. In the previous organisational model, the Network
Services Department reported directly to the Head of the Global
Banking Services (GBS) Department.
In addition:
- “Network Services” has been renamed “Network Controls,
Monitoring and Services”);
- the “Commercial Monitoring, Incidents and Controls” Unit has been
divided into two new Units:
a) “Commercial Monitoring”, responsible for monitoring network
development and composition, and the relative economic impact;
b) “Incidents & Controls”, responsible for analysing reports of
anomalous conduct of individual advisers, identified from
controls by Risk Management, Information Security and Fraud
Management Team, the Compliance Manager and other Bank
departments.
The Complaints Unit now reports directly to Legal & Corporate Affairs.

Organisational Model

The current organisational structure adopted by FinecoBank of
the functional type.

A functional model promotes the seeking of economies of scale
and facilitates the development of skills and vertical knowledge
within each area. The model guarantees the necessary decision-
making mechanisms, whist maintaining the “horizontal link”
between the various functions. Although the current arrangement
applies the concept of “functional” specialisation, a project-based
approach is maintained for every phase of definition and release
of products and services.

The horizontal links are guaranteed by the work of specific
committees that monitor business lines and the progress of

the most important projects, also to guarantee the necessary
synergies of distribution channels.

Based on the Guidelines issued by the Parent Company UniCredit
S.p.A., under the organisation model all structures of the Bank
interact with the corresponding functions of the Parent Company
through the Group managerial/functional system, which assigns
the Managers of the Parent Company departments specific
responsibilities in relation to the corresponding functions of the
Bank.

The organisational model identifies four functional lines, which
govern:

- the sales network

- investment services

- direct banking

- operational functioning;
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The PFA Commercial Network Department has been set up,
reporting directly to the Managing Director. This Department
heads the “Commercial Support”, “Territorial Coordination” and
“PFA Network Hiring, Professional Development & Training” Units,
with the goal of ensuring the correct flow of information on
products and services and overseeing geographical coordination
and the selection and training of the Sales Network.

The Investment Services Department, the Direct Banking
Department and the GBS Department also report to the
Managing Director.

The Investment Services Department is responsible for
monitoring the development of products placed by the Bank and
the advisory services provided to all Customers.

The Direct Banking Department is responsible for monitoring
the development of new products and services in Brokerage
and Banking and establishing the methods for their distribution
through direct channels (online and mobile).

The Investment Services and Direct Banking Departments work
closely with each other in order to develop a combined and
synergistic offering of products and services to customers, in
line with the Bank’s marketing and business strategies.

The GBS Department coordinates the organizational units in
charge of monitoring the organizational/operating processes
and the IT and logistics systems needed to ensure the effective
and efficient operation of business support systems. The
following report to the GBS Department: ICT - Information &
Communication Technology, the Information Security & Fraud
Management Team, CRM - Customer Relationship Management,
Bank Organization & Operations and Securities Trading, the
Network Logistics Unit and the General Services Unit.

The synergies between the distribution channels and the
monitoring of cross-cutting decision-making processes are

ensured by a Management Committee, which assists the
Managing Director.

The Chief Financial Officer (CFQ), Chief Risk Officer (CRO), Legal
& Corporate Affairs Department, Network Controls Department,
Monitoring and Network Services Department, Human Resources
Unit, Identity & Communications Team and the Compliance Unit
also report to the Managing Director.

As regards the Compliance Unit, which assists the Company,
Corporate Bodies and personnel in managing compliance

risk, the Banking Group the Bank belongs to has adopted an
organizational model which centralizes the compliance activities
of Italian Banks at the Parent Company.

This model, in compliance with indications from the Bank of Italy,
defines an agreement to outsource the compliance function and
appoint a Manager within the Bank.

For this purpose, a Unit has been established to provide ongoing
support for the Compliance Group Manager, and specifically

as regards the adoption within the company of management
policies established at Group level.

Lastly, as regards audit activities, FinecoBank, in line with the
instructions of the Parent Bank, has adopted an outsourcing
method based on a specific service agreement signed with
UniCredit. Under the model, the Audit Committee has been
established, liaising with the Bank and UniCredit, in addition to
supporting the Board of Directors - with information, advisory,
recommendation and investigation functions - using a risk-
oriented approach to identify the guidelines for the entire internal
control system and the assessment of its effectiveness and
efficiency.
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The organisational structure of FinecoBank is as follows:
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* Position held by the Deputy General Manager

34 The Annual Report and Accounts as at December 31, 2013 - FinecoBank



Business Continuity Plan (BCP)

As required by the applicable regulations, the Bank has adopted a
model that comprises organisational units dedicated to managing
Business Continuity and Crises, both in normal operating conditions
and in emergency situations.

FinecoBank’s Business Continuity and Crisis Management framework
includes the Business Continuity Plan (hereinafter also “BCP Plan”),
the Disaster Recovery Plan (hereinafter also “DR Plan”), the Pandemic
Management Plan and the Crisis Management Plan. These plans
describe how crises are to be managed in FinecoBank and/or how the
impacts on the UniCredit group are to be managed through predefined

“stages”, made up of objectives, activities and expected results.

In particular, the BC Plan sets out the strategies and procedures
adopted by the Bank to guarantee the continuity of critical services

in emergencies, while the DR Plan (incorporated in the BC Plan)
establishes the measures to recover applications and information
systems hit by “disaster”.

To guarantee the effectiveness and adequacy of the BC and DR plans,
identifying any areas for improvement, test plans were drawn up at the
start of 2013, with tests carried out during the year. Outcomes were
positive.
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Main balance sheet aggregates

(Amounts in € thousand)

CHANGES
ASSETS 12.31.2013 12.31.2012 AMOUNT %
Cash and cash equivalents 5 7 2 -28.6%
Financial assets held for trading 4,700 7,589 (2,889) -38.1%
Loans and receivables with banks 16,330,912 17,271,573 (940,661) -5.4%
Loans and receivables with customers 641,250 553,606 87,644 15.8%
Financial investments 93,114 69,430 23,684 34.1%
Hedging instruments 179,265 73,745 105,520 143.1%
Property, plant and equipment 10,772 8,700 2,072 23.8%
Goodwill 89,602 89,602 - -
Other intangible assets 8,014 8,177 (163) -2.0%
Tax assets 67,934 46,299 21,635 46.7%
Other assets 256,629 162,042 94,587 58.4%
Total assets 17,682,197 18,290,770 (608,573) -3.3%
(Amounts in € thousand)
CHANGES
LIABILITIES AND SHAREHOLDERS’ EQUITY 12.31.2013 12.31.2012 AMOUNT %
Deposits from banks 1,648,675 2,065,153 (416,478) -20.2%
Deposits from customers and debt securities in issue 15,054,820 15,339,334 (284,514) -1.9%
Financial liabilities held for trading 2,301 7177 (4,876) -67.9%
Hedging instruments 178,574 73,251 105,323 143.8%
Provisions for risks and charges 109,354 103,085 6,269 6.1%
Tax liabilities 37,701 66,588 (28,887) -43.4%
Other liabilities 231,623 188,714 42,909 22.7%
Shareholders’ equity 419,149 447,468 (28,319) -6.3%
- capital and reserves 329,719 318,309 11,410 3.6%
- revaluation reserves for available-for-sale financial assets 641 285 356 124.9%
- revaluation reserves actuarial gains (losses) from defined
benefit plans 3,573 3,407 166 4.9%
- net profit 85,216 125,467 (40,251) -32.1%
Total liabilities and shareholders’ equity 17,682,197 18,290,770 (608,573) -3.3%

Comparative data as at December 31, 2012 have been restated to reflect the effects of the application of IAS 19R, as described in Part A -
Accounting Policies of Section 2 - General Criteria for preparing the Notes to the Accounts.

36 The Annual Report and Accounts as at December 31, 2013 - FinecoBank



Financial assets held for trading

Financial assets held for trading consist of:

 bonds, equities and Units in investment funds classified as Fair
Value Through Profit or Loss (FVTPL), amounting to €2 million, held
in the Bank’s portfolio as a result of trading activity, and intended
to be traded in the short term;

e the positive valuation of spot contracts for securities in the HFT
portfolio and currencies to regulates in times established by market
practices (“regular way”) for €1.8 million, which correspond to
negative valuations booked under item 40 “Financial liabilities held
for trading”;

e the positive valuation of CFDs on indices and Forex for €0.9 million.

Loans and receivables with banks

CFDs on indices and currencies are “Over the counter” derivative
contracts that require the payment of a differential generated by the
difference between the opening and closing price of the financial
instrument. The bank in operational terms covers the imbalance of
customer positions, by underwriting futures on the indexes underlying
the CFDs on indices, or through Forex transactions with institutional
counterparties to hedge CFD transactions in open currencies with
customers’ currency; consequently, the positive valuation booked
under “Financial assets held for trading” more or less balanced

the negative valuations booked under “Financial liabilities held for
trading”.

(Amounts in € thousand)

CHANGES

12.31.2013 12.31.2012 AMOUNT %

Current accounts and demand deposits 9,433,356 8,473,441 959,915 11.3%

Time deposits 3,563,334 4,385,279 (821,945) -18.7%
Other loans:

1 Reverse repos 5,584 182,274 (176,690) -96.9%

2 Other 6,022 4,672 1,350 28.9%

Debt securities 3,322,616 4,225,907 (903,291) -21.4%

Total 16,330,912 17,271,573 (940,661) -5.4%

Loans and receivables with banks for current accounts and
demand deposits mainly consist of accounts held with UniCredit
S.p.A., with a book value of €9,415 million and to a lesser extent,
by current accounts held with non-Group Banks for transactions
in securities.

The time deposits recognised under assets consist of the deposit
held with UniCredit S.p.A. for compulsory reserves, with a book
value of €124 million, in addition to time deposits held with
UniCredit S.p.A. of €3,439 million, opened to employ the funds
collected through repos and CashPark transactions with retail
customers and repos with credit institutions in the same time-frame.
In the item Other Loans, the item Other relates to the amount of
the initial margins placed with credit institutions from derivative
transactions as well as from current receivables associated with
the provision of financial services.

The debt securities held in the portfolio are mainly represented
by debt securities issued by the Parent Company, and amount
to €3,323 million. They were subscribed in order to invest liquid
funds and to be used for repos with retail customers.

In September debt securities held by Fineco and issued by
UniCredit S.p.A. were sold to UniCredit S.p.A. for a book value of
€750 million; at the same time securities issued by FinecoBank
and subscribed by UniCredit S.p.A. were repurchased for the
same amount.

The transaction also resulted in the closure of the related hedging
derivatives and the recognition in the income statement of
changes in fair value of portfolio-hedged items.
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Loans and receivables with customers

(Amounts in € thousand)

CHANGES

12.31.2013 12.31.2012 AMOUNT %
Current accounts 101,195 68,683 32,512 47.3%
Reverse repos 120,860 100,783 20,077 19.9%
Mortgages 76 65 i 16.9%
Credit cards and personal loans 319,087 301,766 17,321 5.7%
Other loans 100,031 82,308 17,723 21.5%
Debt securities 1 1 - 0.0%
Total 641,250 553,606 87,644 15.8%

Loans and receivables with customers, amounting to €641 million,

can essentially be broken down as follows:
e €422 million in loans to ordinary customers;
e €121 million in reverse repos;

e €32 million in collateral deposits, initial and variance margins with

clearing houses for derivative transactions;

e €66 million relating to current receivables associated with the

provision of financial services.

Reverse repos are represented by “Multiday leverage” transactions,
securities lending transactions guaranteed by sums of money readily
available to the lender and which are basically the equivalent of
repos on securities.
Other loans mainly consist of collateral deposits, initial and variance
margins with clearing houses for derivative transactions, mostly on
behalf of third parties, as well as current receivables associated with

the provision of financial services.

(Amounts in € thousand)

LOANS AND RECEIVABLES WITH CUSTOMERS CHANGES

(MANAGEMENT RECLASSIFICATION) 12.31.2013 12.31.2012 AMOUNT %
Current accounts 98,455 66,117 32,338 48.9%
Impaired current accounts 2,740 2,566 174 6.8%
Use of credit cards 219,010 193,168 25,842 13.4%
Use of impaired credit cards 130 134 @) -3.0%
Impaired mortgages 76 65 11 16.9%
Personal loans 98,241 106,929 (8,688) -8.1%
Impaired personal loans 1,706 1,535 171 11.1%
Other loans 1,402 1,229 173 14.1%
Other impaired loans 24 22 2 9.1%
Ordinary loans and receivables with customers 421,784 371,765 50,019 13.5%
Reverse repos 120,804 100,686 20,118 20.0%
Reverse repos - impaired 56 97 (41) -42.3%
Collateral deposits and initial and variation margins 32,007 22,563 9,444 41.9%
Current receivables associated with the provision of financial services 66,598 58,494 8,104 13.9%
Debt securities 1 1 - 0.0%
Loans and receivables with customers 641,250 553,606 87,644 15.8%

The ordinary customer loan portfolio mainly consists of due to a greater use of current account credit lines and credit
receivables for personal loans, current accounts and credit card cards with full payment of the balance at term.
use; overall, loans to ordinary customers increased by 13.5%,
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Impaired assets

The amount of impaired loans net of impairment losses was €4.7 million,

€3.2 million of which in non-performing loans, €0.7 million in doubtful

loans and €0.8 million in past-due loans. Impaired loans mostly relate to

current account overdrafts, credit card use and personal loans.

down against the figure of 1.19% as at December 31, 2012.

Impaired customer loans represent 1.12% of ordinary customer loans,

(Amounts in € thousand)

GROSS AMOUNT IMPAIRMENT PROVISION NET AMOUNT

CATEGORY 12.31.2013 12.31.2012 12.31.2013 12.31.2012 12.31.2013 12.31.2012
Non-performing loans 17,664 14,985 (14,387) (11,852 3,277 3,133
Doubtful loans 2,065 1,384 (1,392) (948) 673 436

Past-due loans 1,444 1,529 (663) (678) 781 851
Total 21,173 17,898 (16,442) (13,478) 4,731 4,420
Financial investments (Amounts in € thousand)

CHANGES

12.31.2013 12.31.2012 AMOUNT %

Financial assets at fair value through profit or loss 3,199 10,516 (7,317) -69.6%
Available-for-sale financial assets 89,915 58,914 31,001 52.6%
Total 93,114 69,430 23,684 34.1%

Financial assets at fair value through profit or loss consist solely of
debt securities issued by banks with a book value of €3.2 million, of

which €1.2 million of bonds issued by UniCredit S.p.A..

Available-for-sale financial assets comprise debt securities issued by
the Italian Central Government, with a book value of €80 million, debt

securities issued by the French Central Government, with a book

value of €10 million and investments in companies in which the Bank

does not exercise control or significant influence, amounting to

€5 thousand, including the 20 shares of UniCredit Business

Integrated Solutions S.c.p.A. totalling €172.22.
On February 20, 2013, FinecoBank sold to UniCredit S.p.A. its share
certificates of Unicredit Audit S.C.p.A., merged by incorporation in

UniCredit S.p.A. on March 1, 2013, representing 20 ordinary shares
for a total of €220.63 euro.

The debt securities classified in the Available-for-sale financial

guarantees with third parties.

assets portfolio are entirely used as collateral for bankers’ drafts or
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Hedging instruments

(Amounts in € thousand)

CHANGES

12.31.2013 12.31.2012 AMOUNT %
Asset hedging derivatives - positive valuations 47,784 171,550 (123,766) -712.1%
Liability hedging derivatives - positive valuations 75,359 19,022 56,337 296.2%
Adjustment to the value of assets under macro-hedge 56,122 (116,827) 172,949 n.d.
Total assets 179,265 73,745 105,520 143.1%

of which:
Positive valuations 125,197 189,468 (64,271) -33.9%
Related accrued assets and liabilities (2,054) 1,104 (3,158) -286.1%
Adjustments to the value of hedged assets 56,122 (116,827) 172,949 n.d.
Total assets 179,265 73,745 105,520 143.1%
CHANGES

12.31.2013 12.31.2012 AMOUNT %
Asset hedging derivatives - negative valuations 93,987 41,881 52,106 124.4%
Liability hedging derivatives - negative valuations 47,814 172,004 (124,190) -72.2%
Adjustment to the value of assets under macro-hedge 36,773 (140,634) 177,407 n.d.
Total liabilities 178,574 73,251 105,323 143.8%

of which:
Negative valuations 144,546 213,275 (68,729) -32.2%
Related accrued assets and liabilities (2,745) 610 (3,355) -550.0%
Adjustments to the value of hedged liabilities 36,773 (140,634) 177,407 n.d.
Total liabilities 178,574 73,251 105,323 143.8%
(Amounts in € thousand)

SUMMARY OF HEDGING DERIVATIVE VALUATIONS 31-DEC-2013 ASSETS LIABILITIES DIFFERENCE
Valuation of asset and liability hedging derivatives 125,197 144,546 (19,349)
Change in fair value of hedged assets/liabilities 56,122 36,773 19,349
Total 181,319 181,319 -

Hedged assets consist of receivables for personal loans due from Property’ p|ant and equipment
retail customers and bonds issued by UniCredit S.p.A. belonging to

the Loans and Receivables category. As in previous financial years, investments in electronic machines
were made to guarantee the on-going update of the hardware
Hedged liabilities refer to bonds issued by FinecoBank, entirely used by all FinecoBank departments, and in particular by the

subscribed by the Parent Company and recognised as securities in issue. 1T department.
Investments in furniture, fittings and equipment are primarily

Accruals relating to asset and liability hedging derivatives amount intended for use in new financial stores.
respectively to €2 million and €2.7 million, and are included in net The book value of property, plant, and equipment includes the
interest income. historical cost and the accumulated depreciation of assets

obtained under finance lease, as per IAS 17.
Positive and negative valuations of hedging derivatives relate solely to
derivative contracts that the Bank has entered into to provide a macro-
hedge against interest rate risk inherent in the above-mentioned assets
and liabilities, whose income statement effect is zero.

Property, plant and equipment (Amounts in € thousand)
AMORTISATION AND

BALANCE  INVESTMENTS AS OTHER WRITE-DOWNS AS BALANCE
01.01.2013 AT 12.31.2013  CHANGES-SALES AT 12.31.2013 12.31.2013
Properties 2,846 - - (112 2,734
Electronic machines 3,743 3,899 (18) (1,778) 5,846
Furniture and fixtures 732 1,072 14 (984) 834
Plant and machinery 1,379 522 7 (550) 1,358
TOTAL 8,700 5,493 3 (3,424) 10,772
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Goodwill

Annual impairment testing on goodwill, carried out at December 31,
2013, did not identify any impairment.

As at December 31, 2013, the goodwill recorded in the financial
statements was made up as follows:

(Amounts in € thousand)

12.31.2013 12.31.2012
Goodwill relating to Fineco On Line Sim S.p.A. 16,087 16,087
Goodwill relating to the trading and banking
division of Banca della Rete 2,034 2,034
Goodwill relating to PFA division formerly
FinecoGroup S.p.A. 3,463 3,463
Goodwill relating to PFA division formerly
UniCredit Xelion Banca S.p.A. 68,018 68,018
Total 89,602 89,602

Goodwill relating to Fineco On Line Sim S.p.A.

On April 3, 2001 the merger of Fineco On Line Sim S.p.A., the
business division of Fineco Sim S.p.A., into FinecoBank was completed.
This merger was carried out on the basis of a share swap ratio

of 3.7 shares of the acquiring company for each share of the
acquired company, with a consequent increase in the share capital
of FinecoBank. The difference between the increase in capital of the
acquiring company and the amount of shareholders’ equity of the
acquired company gave rise to a share swap loss recorded

under goodwill.

The balance, amounting to €16 million, is equal to the balance at
January 1, 2004, the date of transition to IAS, plus the unamortised
amount of the substitute tax, paid for recognition of the loss for tax
purposes.

Goodwill relating to the Trading and Banking
division of Banca della Rete

On September 1, 2003, FinecoBank acquired the “On-line Banking”
and “On-line Trading” business divisions of Banca della Rete, as part
of the business plan to rationalise the reorganisation of Banca della

Rete, in accordance with the directives of the then Parent Company

Capitalia S.p.A..

The amount of €2 million recorded in the balance sheet is the same
as the amount as at January 1, 2004, the date of transition to IAS.

Goodwill relating to PFA division formerly
FinecoGroup S.p.A.

On October 1, 2005, FinecoBank acquired the Personal Financial
Advisers business division from FinecoGroup S.p.A., which was
created from the progressive merger of three different group
networks: FinecoBank S.p.A., former Bipop Carire S.p.A. and Banca
Manager S.p.A..

he transaction was carried out for a consideration mutually agreed
by the parties and subject to a ‘fairness opinion’, leading to the
recognition of €3.5 million of goodwill.

Goodwill relating to PFA division formerly
UniCredit Xelion Banca S.p.A.

As a result of the merger of UniCredit Xelion Banca S.p.A. into
FinecoBank on July 7, 2008, FinecoBank S.p.A. recorded goodwill
of €68 million under intangible assets, arising from previous
extraordinary transactions carried out by UniCredit Xelion Banca
S.p.A., more specifically:

e year 2000: acquisition of the personal financial advisers
division, formerly Fida SIM, by UniCreditSIM, later merged into
Xelion Sim S.p.A., which then became UniCredit Xelion Banca
S.p.A.. The balance, amounting to €1 million, is equal to the
balance at January 1, 2004, the date of transition to IAS;

e year 2001: merger of UniCreditSIM into Xelion Sim S.p.A.,
which then became UniCredit Xelion Banca S.p.A.. The balance,
amounting to €13,8 million, is equal to the balance at January
1, 2004, the date of transition to IAS;

e year 2003: spin-off of the personal financial advisers division,
formerly Credit, Rolo and CRT by UniCredit Banca to UniCredit
Xelion Banca S.p.A.. The balance, amounting to €19,1 million,
is equal to the balance at January 1, 2004, the date of
transition to IAS;

e year 2004: acquisition of the personal financial advisers
division from Ing Italia. This transaction resulted in the
recognition of goodwill of €34.1 million.

It should be noted that all the goodwill (totalling €90 million)
relates to acquisitions of divisions or companies carrying out
trading activities or the distribution of financial, banking and
insurance products through personal financial advisers.

These activities have been fully integrated with FinecoBank’s
ordinary operations, as a result it is no longer possible to

isolate the contribution of each company/business division

from the Bank’s overall income; this means that to establish

the reasonableness of the value of goodwill recognised in the
financial statements it is necessary to take account of the Bank’s
overall income. The Cash Generating unit (CGU) is therefore the
Bank as a whole.

In fact, in view of the specific business model adopted by
FinecoBank, which envisages a high level of integration between
personal financial advisers and the trading and banking platform,
the allocation of costs/revenues to the business units is not
considered relevant or meaningful; the personal financial advisers
network is an integral part of the overall offer, together with
banking, brokerage and investment services.
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Other intangible assets

QOther intangible assets solely include purchases and the added value services for customers, as well as infrastructure
implementation of information technology procedures with useful and application optimisations, enhancements to architecture for
lives of several years, required in order to manage the development application security, and the developments needed to meet the new
and the constant offer of by the Bank of new and more versatile regulatory requirements.

(Amounts in € thousand)

AMORTISATION AND
BALANCE INVESTMENTS OTHER  WRITE-DOWNS AS AT BALANCE
INTANGIBLE ASSETS 01.01.2013 AS AT 12.31.2013 CHANGES-SALES 12.31.2013 12.31.2013
Software 6,994 4,208 2 (4,347) 6,853
Other intangible assets 1,183 295 (7) (310) 1,161
TOTAL 8,177 4,503 9) (4,657) 8,014
Tax Assets and Other Assets
(Amounts in € thousand)
CHANGES
12.31.2013 12.31.2012 AMOUNT %
Tax assets
Current assets 25,264 3,069 22,195 723.2%
Deferred tax assets 39,197 40,071 (874) -2.2%
Deferred tax assets pursuant to Law 214/2011 3,473 3,159 314 9.9%
Total 67,934 46,299 21,635 46.7%
Other assets
ltems in processing 9,488 14,348 (4,860) -33.9%
Definitive items not recognised under other items 62,491 40,238 22,253 55.3%
Current receivables not related to the provision of financial services 1,707 2,827 (1,120) -39.6%
Tax items other than those included in the item “Tax assets” 160,908 87,168 73,740 84.6%
Prepayments 10,940 6,868 4,072 59.3%
Improvement and incremental expenses incurred on leasehold assets 10,962 10,467 495 4.7%
Other items 133 124 9 7.3%
Total 256,629 162,040 94,589 58.4%
The increase in “Current tax assets”, of €22 million, was due, relating to tax credits for stamp duty to be collected from
primarily, to the increase from 100% to 130% of the IRES and customers, and the “Tax items other than those recognised under
IRAP advances paid to the tax authorities. the item Tax assets”, as a result of the higher tax advances paid,
With regard to the “Other assets”, there was an increase in as a withholding agent, for the stamp tax and withholding tax on
“ltems deemed definitive but not-attributable to other items”, other income.
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Deposits from banks

(Amounts in € thousand)

CHANGES
12.31.2013 12.31.2012 AMOUNT %
Deposits from central banks - - - -
Deposits from banks
Current accounts and demand deposits 29,139 39,403 (10,264) -26.0%
Loans
1 Repos 1,619,295 2,025,627 (406,332) -20.1%
Other liabilities 241 123 118 95.9%
Total 1,648,675 2,065,153 (416,478) -20.2%

The item current accounts and demand deposits mainly consists of
reciprocal current accounts and loans with UniCredit group companies,
with a book value of €24 million, as well as reciprocal current accounts

and loans with banks outside the Group of €5 million.

Deposits from customers and debt
securities in issue

The balance of direct deposits from customers, raised through
bank accounts, the Cash Park deposit account and Supersave

Repos include €1,535 million of transactions performed with the
UniCredit S.p.A. and €6 million of transactions with UniCredit AG

Monaco.

repos, totalled €12,518 million, an increase of 3.9% compared to
December 31, 2012.

(Amounts in € thousand)

CHANGES

12.31.2013 12.31.2012 AMOUNT %

Current accounts and demand deposits 10,666,363 9,551,550 1,114,813 11.7%

Time deposits 1,699,635 2,277,460 (577,825) -25.4%
Loans

1 Repos 304,380 382,241 (77,861) -20.4%

Other liabilities 61,931 52,291 9,640 18.4%

Total Deposits from customers 12,732,309 12,263,542 468,767 3.8%

0f which direct customer deposits 12,518,293 12,043,736 474,557 3.9%

Debt securities in issue 2,322,511 3,075,792 (753,281) -24.5%

Deposits from customers and debt securities in issue 15,054,820 15,339,334 (284,514) -1.9%

In September 2013 securities issued by UniCredit S.p.A. were
repurchased for a book value of €750 million. At the same time
debt securities held by Fineco’s and issued by UniCredit S.p.A.

were sold to UniCredit S.p.A. for the same amount.

The transaction also resulted in the closure of the related hedging

derivatives and the recognition in the income statement of the
changes in fair value of portfolio hedged items.

Customer direct deposits include overdrawn current accounts,

Supersave repos and the Cash Park deposit account.
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Financial liabilities held for trading

Financial liabilities held for trading consist of:

e technical overdrafts classified under as HFT (held for trading),
held in the Bank’s portfolio as a result of trading activity, for an
immaterial amount;

e the negative valuation of spot contracts for securities in the
HFT portfolio and currencies to regulates in times established
by market practices (“regular way”) for €1.7 million, which
correspond to negative valuations booked under item 20
“Financial liabilities held for trading”;

e the negative valuation of CFDs on indices and Forex for
€0.6 million.

CFDs on indices and currencies are “Over the counter” derivative
contracts that require the payment of a differential generated

by the difference between the opening and closing price of

the financial instrument. The bank in operational terms covers
the imbalance of customer positions, by underwriting futures

on the indexes underlying the CFDs on indices, or through

Forex transactions with institutional counterparties to hedge
CFD transactions in open currencies with customers’ currency;
consequently, the negative valuations booked under “Financial
assets held for trading” more or less balanced the positive
valuations booked under “Financial liabilities held for trading”.

Provisions for risks and charges

Provisions for risks and charges include allowances for a total

of €109 million, for which, given a liability of uncertain amount

and expiry, a current obligation was identified as the result of a
past event and it was possible to make a reliable estimate of the
amount resulting from the fulfilment of said obligation.

The disbursements, with estimated maturity exceeding 18 months,
were discounted to present value using a rate equal to the time
value of money. For further information, see Part B - Balance Sheet
- Section 12 - Liabilities of the Notes to the Accounts.

(Amounts in € thousand)

CHANGES

12.31.2013 12.31.2012 AMOUNTS %

Legal disputes 55,578 51,774 3,804 7.3%

- On-going disputes 40,573 41,514 (941) -2.3%

- Complaints 15,005 10,260 4,745 46.2%

Other 53,776 51,311 2,465 4.8%

- Supplementary customer indemnity provision 32,178 29,375 2,803 9.5%
- Provision for contractual payments and payments

under non-competition agreements 1,916 2,477 (561) -22.6%

- Tax disputes 7,439 5,943 1,496 25.2%

- Other provisions 12,243 13,516 (1,273) -9.4%

Total Provisions for risks and charges - other provisions 109,354 103,085 6,269 6.1%

The balances as at December 31, 2012 differ from those
presented in the annual report as at that date due to the
application of the new IAS 19R, which decreased Provisions

for risks and charges by €5.9 million, as described in Part A -
Accounting Policies of Section 2 - General Criteria for preparing
the Notes to the Accounts.
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Tax liabilities and Other liabilities

(Amounts in € thousand)

CHANGES

12.31.2013 12.31.2012 AMOUNT %
Tax liabilities
Current liabilities 16,842 47,268 (30,426) -64.4%
Deferred tax liabilities 20,859 19,320 1,539 8.0%
Total 37,701 66,588 (28,887) -43.4%
Other liabilities
ltems in processing 47,398 53,942 (6,544) -12.1%
Definitive items not recognised under other items 34,396 23,111 11,285 48.8%
Other liabilities relative to employees 15,229 14,073 1,156 8.2%
Liabilities due to Directors and Statutory Auditors 244 166 78 47.0%
Current payables not related to the provisions of financial services 27,400 20,094 7,306 36.4%
Tax items other than those inluded in the item “Tax liabilities” 83,854 60,313 23,541 39.0%
Social security contributions payable 4,853 4,699 154 3.3%
Adjustments for illiquid portfolio items 13,847 7,067 6,780 95.9%
Other items 640 1,339 (699) -52.2%
Total 227,861 184,804 43,057 23.3%

The decrease in “Current liabilities”, was due, primarily, to the
increase from 100% to 130% of the IRES and IRAP advances paid to
the tax authorities, which resulted in a lower payable for tax liabilities.
With regard to the “Other assets”, there was an increase in “ltems
deemed definitive but not-attributable to other items”, relating to
securities and coupons to be settled, and the “Tax items other than
those recognised under the item Tax assets”, as a result of the higher
tax payable recognized towards the tax authorities for stamp tax.

Shareholders’ equity

As at December 31, 2013, the Bank’s share capital came to €200
million, and was divided into 606.274.033 shares with a par value

Shareholders’ equity

of €0.33 each. Reserves are represented by the legal reserve,
amounting to €28.8 million, and the extraordinary reserve, amounting
to €98.7 million and unavailable retained earnings, for an amount of
€0.2 million.

The Bank does not hold any of its own shares in the portfolio.

Following the Shareholders’ Meeting resolution of April 16, 2013, the
2012 profit before tax of €125.5 million was allocated as follows:

e £6.3 million to the legal reserve;

e £4.9 million to the extraordinary reserve;

¢ €0.2 million to the unavailable retained earnings reserve;

® €111.9 million to the sole shareholder;

e €2.2 million to charitable donations.

(Amounts in € thousand)

CHANGES
ITEM/AMOUNT 12.31.2013 12.31.2012 AMOUNT %
Share capital 200,070 200,070 -
Share premium reserve 1,934 1,934 -
Reserves -
- Legal reserve 28,800 22,527 6,273 27.8%
- Extraordinary reserve 98,744 93,773 4,971 5.3%
- Other reserves 171 5 166 3320.0%
Revaluation reserves 4,214 3,692 522 14.1%
Net Profit (Loss) for the year 85,216 125,467 (40,251) -32.1%
Total 419,149 447,468 (28,319) -6.3%

The balances as at December 31, 2012 differ from those
presented in the annual report as at that date due to the
application of the new IAS 19R , which decreased Provisions

for risks and charges by €3.4 million, as described in Part A -
Accounting Policies of Section 2 - General Criteria for preparing
the Notes to the Accounts.
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Regulatory capital and prudential requirements

(Amounts in € thousand)

12.31.2013 12.31.2012
Tier 1 capital 316,008 251,095
Tier 2 capital - -
Items to be deducted - -
Regulatory capital 316,008 251,095
Prudential requirements 206,448 215,064
Risk-weighted assets 2,580,595 2,688,301
Tier 1 12.25% 9.34%
Tier 2 0.00% 0.00%
Regulatory capital/risk-weighted assets 12.25% 9.34%

As at December 31, 2013, regulatory capital amounted to

€316 million.

Risk-weighted assets were calculated by multiplying total
prudential requirements by 12.5 (the inverse of the minimum
compulsory coefficient of 8%), using the traditional standardised
approach set forth in the Basel Il supervisory provisions.
FinecoBank calculates its capital requirement for operational risk
using advanced approaches, integrating total capital requirements
for the floor set by Bank of Italy regulations. FinecoBank has
applied a floor corresponding to the positive difference between
80% of the capital requirements calculated on the basis of the
regulations in force as at December 31, 2006 and the sum

of capital requirements for credit, counterparty, market and
operational risks, calculated using the current provisions of
Basel II. As at December 31, 2013, the floor was €90.8 million,
net of the 25% reduction granted to banks belonging to a
Banking group.

On June 26, 2013, the official version of CRD IV was issued, and
on June 27, 2013, the texts of the EU Regulation

no. 575/2013 (hereinafter “Regulation” or “CCR”) and of the
Directive 2013/36/EU (hereinafter “Directive” or “CRD IV”) were
published in the Official Journal of the European Union; the
Regulation and Directive introduce the regulations defined by the
Basel Committee in December 2010 on banking supervision to
the European Union, in order to promote a banking system that is
more solid and resistant to financial shock. These new measures

- which wholly replace Directive 2006/48/EC (“CRD”) on access
to the activity of credit institutions and the prudential supervision
of credit institutions and investment firms and Directive
2006/49/EC (“CAD"), on the capital adequacy of investment
firms and credit institutions- comprise the reference regulatory
framework in the European Union for banks and investment
companies (Investment Companies) as from January 1, 2014.
The adoption in Italy of EU Regulation no. 575/2013 and the
Directive 2013/36/EU as from January 1, 2014 has led, in
particular, to the elimination, on an individual basis, of the
broader limit for risk concentration purposes (40% compared to
25%), the elimination of the reduction in capital requirements
(25%) granted to banks belonging to a banking group and the
introduction of a preservation of capital reserve.

The elimination of the 25% reduction granted to banks belonging
to a banking group will considerably increase the total capital
requirements of FinecoBank. For this reason, the Bank proposed
to allocate a considerable portion of 2013 profit to increase the
value of these reserves.

Tier 1 capital as at December 31, 2013 therefore includes the
share of 2013 net profit, which the Bank’s bodies responsible
for strategic supervision and management have allocated to
increasing the value of reserves, corresponding to €63 million,
with consequent increase in the Tier 1 Ratio and Total Capital
Ratio.

46  The Annual Report and Accounts as at December 31, 2013 - FinecoBank



Income statement figures

Condensed Income Statement

(Amounts in € thousand)

CHANGES
12.31.2013 12.31.2012 AMOUNT %

Net interest 180,278 243,469 (63,191) -26.0%
Net fees and commission income 166,736 143,611 23,125 16.1%
Net trading, hedging and fair value income 28,281 28,069 212 0.8%
Net other expenses/income (4,964) (5,368) 404 -7.5%
OPERATING INCOME 370,331 409,781 (39,450) -9.6%
Payroll costs (63,338) (61,022) (2,316) 3.8%
Other administrative expenses (174,636) (148,670) (25,966) 17.5%
Recovery of expenses 56,997 31,474 25,523 81.1%
Amortisation, depreciation and impairment losses on intangible
and tangible assets (8,081) (8,245) 164 -2.0%

Operating costs (189,058) (186,463) (2,595) 1.4%
OPERATING PROFIT (LOSS) 181,273 223,318 (42,045) -18.8%
Net impairment losses on loans and
provisions for guarantees and commitments (3,275) (2,852) (423) 14.8%
NET OPERATING PROFIT (LOSS) 177,998 220,466 (42,468) -19.3%
Provisions for risks and charges (16,059) (18,356) 2,297 -12.5%
Net income from investments 6) 3 ) 100.0%
PROFIT (LOSS) BEFORE TAX
FROM CONTINUING OPERATIONS 161,933 202,107 (40,174) -19.9%
Income tax for the period (76,717) (76,640) (77) 0.1%
PROFIT (LOSS) AFTER TAX FROM CONTINUING OPERATIONS 85,216 125,467 (40,251) -32.1%
NET PROFIT (LOSS) FOR THE PERIOD 85,216 125,467 (40,251) -32.1%
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Net interest margin

The interest income as at December 31, 2013 was € 180 million, down 26% compared to the same period of 2012, due to a reduction in

market rates.

(Amounts in € thousand)

CHANGES
INTEREST INCOME 12.31.2013 12.31.2012 AMOUNT %
Financial assets held for trading 3 8 5) -62.5%
Available-for-sale financial assets 1,798 1,653 145 8.8%
Loans and receivables with banks 266,077 406,015 (139,938) -34.5%
Loans and receivables with customers 26,155 25,794 361 1.4%
Financial assets at fair value through profit or loss 84 243 (159) -65.4%
Other assets 48 26 22 84.6%
Total interest income 294,165 433,739 (139,574) -32.2%

(Amounts in € thousand)

CHANGES
INTEREST EXPENSE 12.31.2013 12.31.2012 AMOUNT %
Deposits from banks (9,621) (13,191) 3,570 -27.1%
Deposits from customers (78,920) (119,238) 40,318 -33.8%
Debt securities in issue (19,936) (652,700) 32,764 -62.2%
Other liabilities ) 4 2 -50.0%
Hedging derivatives (5,408) (5,137) (271) 5.3%
Total interest expense (113,887) (190,270) 76,383 -40.1%
Net interest 180,278 243,469 (63,191) -26.0%

The following table provides a breakdown of interest income associated with banks and customers:

(Amounts in € thousand)

BREAKDOWN OF INTEREST INCOME 12.31.2013 12.31.2012 CHANGES %
Interest income on loans and receivables with banks 266,077 406,015 -34.5%
- current accounts 140,311 168,267 -16.6%
- [eVerse repos 743 1,022 -27.3%
- time deposits for compulsory reserve 671 938 -28.5%
- time deposits 90,933 160,079 -43.2%
- other loans 12 16 -25.0%
- debt securities 33,407 75,693 -55.9%
Interest income on loans and receivables with customers 26,155 25,794 1.4%
- current accounts 3,659 3,139 16.6%
- IBVErse repos 9,731 9,962 -2.3%
- credit cards 3,430 2,986 14.9%
- personal loans 9,215 9,589 -3.9%
- other loans 120 118 1.7%

Interest income on loans and receivables with banks amounted
to €266 million, down €140 million compared to December 31,
2012, due to a reduction in the benchmark rate to which the
remuneration of deposits held with the Parent Company is linked.

Interest expense on loans and receivables with customers
amounted to €26 million and was basically unchanged compared to

the same period of the previous year.
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The following table provides a breakdown of interest expense related to banks and customers:

(Amounts in € thousand)

CHANGES
BREAKDOWN OF INTEREST EXPENSE 12.31.2013 12.31.2012 AMOUNT %
Interest expense on deposits from banks (9,621) (13,191) 3,570 -27.1%
- current accounts (74) 82) 8 -9.8%
- time deposits - (119 119 -100.0%
- other loans 21) (26) 5 -19.2%
- Teverse repos (9,526) (12,964) 3,438 -26.5%
Interest expense on deposits from customers (78,920) (119,238) 40,318 -33.8%
- current accounts (13,931) (35,534) 21,603 -60.8%
- demand deposits (71) (16) (55) 343.8%
- time deposits (69,159) (65,804) 6,645 -10.1%
- reVerse repos (5,759) (17,884) 12,125 -67.8%

Interest expense on deposits from banks amounted to €10
million, down by €3.6 million compared to the same period

of the previous year, attributable to lower interest accrued on
repurchase agreements due to the reduction in volumes and
benchmark rates.

Income from brokerage and other income

Interest expense on payables to customers amounted to €79
million, down by €40 million compared to December 31, 2012,
due to the effect of the reduction in the benchmark rate to which
the remuneration of customer deposits is linked, and to the

reduction in the rate and volumes of repurchase agreement and
Cash Park transactions.

(Amounts in € thousand)

CHANGES
12.31.2013 12.31.2012 AMOUNT %
Net interest 180,278 243,469 (63,191) -26.0%
Net fees and commissions 166,736 143,611 23,125 16.1%
Net trading, hedging and fair value income 28,281 28,069 212 0.8%
Net other expenses/income (4,964) (5,368) 404 -7.5%
Operating income 370,331 409,781 (39,450) -9.6%
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Net fee and commission income

(Amounts in € thousand)

CHANGES
MANAGEMENT RECLASSIFICATION 12.31.2013 12.31.2012 AMOUNT %
Management, brokerage and consultancy services:
1. securities trading and order collection 70,278 72,539 (2,261) -3.1%
2. currency trading (375) (302) (73) 24.2%
3. custody and administration of securities (3,073) (2,701) (372 13.8%
4. placement of securities, investment fund units and segregated accounts 106,967 87,752 19,215 21.9%
6. investment advisory services ) 429 (437) -101.9%
7. distribution of insurance products 12,282 12,587 (305) -2.4%
8. distribution of other products (230) 12 (242) -2,016.7%
Collection and payment services 10,814 9,170 1,644 17.9%
Holding and management of current/deposit accounts (7,524) (7,378) (146) 2.0%
Other fee expense personal financial advisers (23,125) (21,394) (1,731) 8.1%
Securities lending (3,346) (10,978) 7,632 -69.5%
Other Services 4,076 3,875 201 5.2%
Total 166,736 143,611 23,125 16.1%
Net fee and commission income amounted to €167 million, management and lower commission expense for securities lending
increasing by 16.1% compared to the same period of the previous transactions.
year.
This increase was mainly attributable to the increase in net fee and Net trading, hedging and fair value income is mainly determined

commission income from trading and asset management, UCIT units from gains realised from securities and currency trading, and CFDs.
and discretionary accounts, thanks to the increase in deposits under
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Operating costs

(Amounts in € thousand)

CHANGES
BREAKDOWN OF OPERATING COSTS 12.31.2013 12.31.2012 AMOUNT %
Payroll costs (63,338) (61,022) (2,316) 3.8%
Other administrative expenses (174,636) (148,670) (25,966) 17.5%
Recovery of expenses 56,997 31,474 25,523 81.1%
Amortisation, depreciation and impairment losses on intangible and tangible assets (8,081) (8,245) 164 -2.0%
Total operating costs (189,058) (186,463) (2,595) 1.4%
(Amounts in € thousand)
CHANGES

PAYROLL COSTS 12.31.2013 12.31.2012 AMOUNT %
1) Employees (61,283) (59,220) (2,063) 3.5%
- wages and salaries 41,721) (39,943) (1,778) 4.5%
- social security contributions (11,323 (10,609) (714) 6.7%
- severance pay (803) (735) (68) 9.3%
- allocation to employee severance pay provision (139) (165) 26 -15.8%

- payments to external pension funds:
a) defined contribution (2,276) (2,179 97) 4.5%
- costs related to share-based payments (465) (588) 123 -20.9%
- other employee benefits (4,556) (5,001) 445 -8.9%
2) Other staff (101) 97) 4) 41%
3) Directors and statutory auditors (864) (764) (100) 13.1%
4) Early retirement costs - - - n.c.
5) Recovery of expenses for employees seconded to other companies 7 91 (20) -22.0%
6) Recovery of expenses for employees seconded to the Company (1,161) (1,032) (129) 12.5%
Total (63,338) (61,022) (2,316) 3.8%

Following the issue of the second update of Circular no. 262 of January
21, 2014, employee severance fund payments to other defined
contribution funds were booked under “payments to supplementary
pension funds”, previously booked to the item “employee severance
fund”. In addition, from 2013, the remuneration for long-term incentives
has been recognised under the item “other employee benefits”, which
was previously recognised under “wages and salaries”.

To enable a like-for-like comparison, 2012 data were also reclassified.

Personnel expenses as at December 31, 2013 went up by 3.8%,
mainly due to the increase in the number of resources from 949 as at
December 31, 2012 to 976 as at December 31, 2013.

Note that item h) “costs resulting from share-based payments involving
own equity instruments”, refers to the costs incurred by FinecoBank for
share-based payments involving financial instruments issued by UniCredit
SpA.

There were no significant changes compared to the previous year in

other administrative expenses net of recovery of expenses.

Indirect taxes and duties net of the Recovery of taxes decreased by
€5.7 million, as promotions were run during 2012 offering free stamp
duty on securities accounts for all customers activating the Portafoglio

Remunerato (remunerated portfolio) service. The promotion had ended as
at December 31, 2012.

Advertising - marketing and communication expenses increased by
€2.6 million, due to greater investments in advertising.

Other functioning costs increased by €3.5 million.
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(Amounts in € thousand)

CHANGES
OTHER ADMINISTRATIVE EXPENSES AND RECOVERY OF EXPENSES 12.31.2013 12.31.2012 AMOUNT %
1) INDIRECT TAXES AND DUTIES (59,389) (39,306) (20,083) 51.1%
2) MISCELLANEQUS COSTS AND EXPENSES
A) Advertising expenses - Marketing and communication (19,541) (16,891) (2,650) 15.7%
Mass media campaigns (13,903) (12,491) (1,412 11.3%
Marketing and promotions (5,566) (4,303) (1,263) 29.4%
Sponsorships (46) (65) 19 -29.2%
Conventions and internal communications (26) (32) 6 -18.8%
B) Expenses related to credit risk (914) (739) (175) 23.7%
Credit recovery expenses (495) (431) (64) 14.8%
Commercial information and company searches 419 (308) (111) 36.0%
C) Expenses related to personnel (12,663) (12,373) (290) 2.3%
Personnel training (361) (408) 47 -11.5%
Car rental and other payroll costs (51) (40) (11) 27.5%
Personal financial adviser expenses (11,724) (11,321) (403) 3.6%
Travel expenses (457) (612 55 -10.7%
Premises rentals for personnel (70) (92) 22 -23.9%
D) ICT expenses (29,458) (29,674) 216 -0.7%
Lease of ICT equipment and software (5,083) (6,069) 986 -16.2%
Software expenses: lease and maintenance (6,441) (5,639) (802) 14.2%
ICT communication systems (3,996) (3,673) (323) 8.8%
ICT services: external personnel/outsourced services (6,685) (6,778) 93 -1.4%
Financial information providers (7,253) (7,515) 262 -3.5%
E) Consulting and professional services (3,023) (3,468) 445 -12.8%
Consultancy for ordinary operations (886) (764) (122) 16.0%
Consultancy for strategy, business development and organisational optimisation (45) (34) (11) 32.4%
Legal expenses (11) (56) 45 -80.4%
Legal disputes (2,081) (2,614) 533 -20.4%
F) Real estate expenses (21,646) (21,112) (534) 2.5%
Real estate services (685) 671) (14) 2.1%
Repair and maintenance of furniture, machinery, and equipment (159) (157) 2 1.3%
Maintenance of premises (1,294) (1,155) (139) 12.0%
Premises rentals (16,428) (15,457) (971) 6.3%
Cleaning of premises (485) (549) 64 -11.7%
Utilities (2,595) (3,123) 528 -16.9%
G) Other functioning costs (28,002) (25,107) (2,895) 11.5%
Surveillance and security services (295) (105) (190) 181.0%
Money counting services and transport 1) 2 1 -50.0%
Postage and transport of documents (3,048) (2,617) (431) 16.5%
Administrative and logistic services (13,711) (13,536) (175) 1.3%
Insurance (3,892) (2,766) (1,126) 40.7%
Printing and stationery (747) (651) (96) 14.7%
Association dues and fees (6,078) (5,212) (866) 16.6%
Other administrative expenses (230) (218) (12) 5.5%
H) Recovery of costs 56,997 31,474 25,523 81.1%
Recovery of ancillary expenses 166 407 (241) -59.2%
Recovery of taxes 56,831 31,067 25,764 82.9%
Total (117,639) (117,196) (443) 0.4%

Impairment losses on intangible assets refer mainly to the amortisation of software with a long-term useful life and decreased compared to the
previous year, due to a reduction in assets that may be amortised.

Impairment losses on tangible assets refer to the depreciation applied to electronic machines, plant and machinery, furniture and fittings.
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Profit (loss) before tax from continuing operations

(Amounts in € thousand)

CHANGES

12.31.2013 12.31.2012 AMOUNT %
Operating profit (loss) 181,273 223,318 (42,045) -18.8%
Net impairment losses on loans and provisions for guarantees and commitments (3,275) (2,852) (423) 14.8%
Net operating profit (loss) 177,998 220,466 (42,468) -19.3%
Provisions for risks and charges (16,059) (18,356) 2,297 -12.5%
Net income from investments ©) 3 3) 100.0%
Profit before tax 161,933 202,107 (40,174) -19.9%

Net impairment losses on loans increased by €0.4 million
compared to December 31, 2013.

Compared to the same period in 2012, Provisions for risks and
charges registered fewer provisions, despite the extraordinary
negative effect related to the contribution to the National Interbank
Deposit Guarantee Fund (FITD) to support banks under extraordinary
administration and greater reallocations to profit or loss for reversals

related mainly to activities being stepped up to successfully settle
disputes, the outcome of favourable sentences and insurance
payouts.

Profit before tax amounted to €162 million, decreasing by 19.9%
compared to December 31, 2012, due to the decreased interest
margin previously described, only partially offset by the increase in
net commissions.
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Income tax for the period

(Amounts in € thousand)

CHANGES
BREAKDOWN OF TAXES FOR THE YEAR 12.31.2013 12.31.2012 AMOUNT %
Current IRES income tax charges (59,001) (57,120 (1,881) 3.3%
Current IRAP corporate tax charges (13,536) (16,402) 2,866 -17.5%
Adjustment to current tax of prior years (2,500) (4,000) 1,500 -37.5%
Total current taxes (75,037) (77,522) 2,485 -3.2%
Change in deferred tax assets 121 2,712 (2,591) -95.5%
Change in deferred tax liabilities (1,355) (1,384) 29 -2.1%
Total deferred tax liabilities (1,234) 1,328 (2,562) -192.9%
Gain from substitute tax exemption (446) (446) - -
Income tax for the period (76,717) (76,640) (77) 0.1%

Current income taxes were calculated according to the legal
provisions introduced by Legislative Decree no. 38 of February 28,
2005, issued following the incorporation of IAS/IFRS into Italian
legislation and of Decree no. 48 of April 1, 2009, which established
provisions for the implementation and coordination of

tax requirements for IAS Adopter parties.

The amount of taxes was affected by provisions contained in Law
Decree 133/2013 converted by law no. 5 of 29.1.2014. This Decree,
for the 2013 tax period only, introduced an additional 8.5 percentage
points for credit and financial institutions on the tax base minus the
increase relating to 4/5 of losses on receivables and write-downs,
established in article 106 paragraph 3 of the Consolidated Tax Act.
This paragraph established that write-downs and losses on loans and
advances to customers, net of write-backs are deductible in equal
instalments during the year in which they are recognised and in the
next four years.

Law no. 2/2009 introduced the option, through the payment of a
substitute tax, to recalculate the tax deductible amounts of goodwill.
0On the instructions of the Parent Company, in 2008 FinecoBank
realigned the goodwill recognised following the merger of UniCredit
Xelion Sim into UniCredit Xelion Banca S.p.A..

The redeemed goodwill may be amortised off the books for an
amount not exceeding one ninth for 2010 and one tenth from 2011
onwards.

As per the instructions of the Parent Company, in 2008, the tax
benefit expected from the future deductibility of off-the-book
amortisation, corresponding to €4 million, was recognised in the
accounts. A tenth of this amount will be recognised through profit or
loss for each year of the tax deduction of tax-related amortisation of
goodwill.

For the three-year period 2013-2015, FinecoBank, in its capacity as
consolidated company, was subject to “national tax consolidation”,
as established by Legislative Decree no. 344 of December 12, 2003,
which was carried out by the Parent Company, UniCredit S.p.A..

Net Profit (Loss) for the period

Net profit came to €85.2 million, down compared to the previous
year, due to the reduction in the interest margin, only partially offset
by the positive trend of net commissions, trading, and lower net
provisions for risks and charges, and to the effect of the additional
8.5% tax on corporate income.

54  The Annual Report and Accounts as at December 31, 2013 - FinecoBank



Transactions with Group companies

The following table provides a summary of outstanding assets, liabilities, guarantees and commitments as at 31 December 2013 in relation to

Group companies.

(Amounts in € thousand)

GUARANTEES AND

ASSETS LIABILITIES COMMITMENTS

Transactions with the Parent Company UniCredit S.p.A. 16,448,012 3,963,574 266,070
Transactions with companies controlled by UniCredit S.p.A. 13,630 18,707 -

With reference to paragraph 8 of Article 5 “Disclosure of related-
party transactions” of the Consob Regulation on related-party
transactions (adopted by Consob with resolution no. 17221 of

March 12, 2010 and subsequently amended with resolutions no.
17389 of June 23, 2010), see Part H - Related-Party Transactions
of the Notes to the Accounts.

FinecoBank - The Annual Report and Accounts as at December 31,2013 55



Report on Operations

Subsequent events and outlook

Outlook

As part of the examination aimed at identifying instruments

and means capable of fully leveraging FinecoBank’s activities,
assessments were initiated regarding the possibility of listing the
Company’s shares on a market organised and managed by Borsa
[taliana S.p.A. and in particular on Borsa Italiana S.p.A.’s Electronic
Stock Market. FinecoBank has succeeded, among other things, in
creating a unique business model that combines an efficient and
innovative online platform with a top class network of financial
advisers, in increasing the range and quality of the products and
services it offers, in maintaining and strengthening a leading role
in terms of technological know-how and innovations and, more
generally, of establishing and reinforcing its position in its market,
through progressive and steady growth.

In this scenario, the listing is a necessary step in the efforts aimed
at the Company’s growth. The expansion of the shareholding
structure, which will result, will enable the Bank to increase the

visibility of its business model and, accordingly, augment its market
standing, also through the introduction of Italian and international
professional investors, thereby accelerating its path of growth.

On March 27, 2014 Board of Directors of FinecoBank approved
and requested to submit for approval to the Ordinary Shareholders’
Meeting the proposal for admission for listing on the Stock
Exchange of the Company’s ordinary shares.

Number of treasury shares of the Parent
company

FinecoBank does not hold, and did not hold during the year ended
December 31, 2013, even through other companies or third
parties, own shares or shares of the Parent Bank.
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Proposal for the approval of the accounts and

allocation of profit for the year

Dear Shareholder,

we hereby submit the accounts as at December 31, 2013
comprising the Balance sheet, Income Statement and the

Notes to the Accounts for the year 2013, as well as the Directors’
Report on Operations, for your approval.

We also recommend the following allocation of the net profit for
the year:

(Amounts in €)
Net profit for the year 85,215,604.77
to the legal reserve (5% of the profit for the year pursuant to Article 35 of the Articles of association) 4,260,780.24
to the shareholder, allocating to the 606,274,033 shares, representing the entire share capital,
a dividend per share of €0.033 20,007,043.09
to charitable donations 2,000,000.00
to retained earnings 58,947,781.44

If the accounts and the allocation of the profit for the year obtain your
approval, the shareholders’ equity, excluding revaluation reserves, will
be as follows:

(Amounts in €)
Share capital 200,070,430.89
Legal reserve 33,061,242.34
Share premium reserve 1,934,112.62
Retained earnings 157,861,737.48
Shareholders' equity 392,927,523.33

It is also proposed to proceed with the payment of the dividend, in
the amount previously stated, pursuant to the law, as from April 16,
2014,

Milan, March 27, 2014
FinecoBank S.p.A.

Managing Director
Alessandro Foti

FinecoBank S.p.A.
Chairman
Enrico Cotta Ramusino
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Reconciliation of condensed accounts

to mandatory reporting schedule

(Amounts in € thousand)

ASSETS 12.31.2013 12.31.2012
Cash and cash equivalents = item 10 5 7
Financial assets held for trading = item 20 4,700 7,589
Loans and receivables with banks = item 60 16,330,912 17,271,573
Loans and receivables with customers = item 70 641,250 553,606
Financial investments 93,114 69,430
30. Financial assets at fair value through profit or loss 3,199 10,516
40. Available-for-sale financial assets 89,915 58,914
Hedging instruments 179,265 73,745
80. Hedging derivatives 123,143 190,572
90. Changes in fair value of portfolio hedged items 56,122 (116,827)
Property, plant and equipment = item 110 10,772 8,700
Goodwill = item 120. Intangible assets of which: goodwill 89,602 89,602
Other intangible assets = item 120 net of goodwill 8,014 8,177
Tax assets = item 130 67,934 46,299
Other assets = item 150 256,629 162,042
Total assets 17,682,197 18,290,770
(Amounts in € thousand)
LIABILITIES AND SHAREHOLDERS’ EQUITY 12.31.2013 12.31.2012
Deposits from banks = item 10 1,648,675 2,065,153
Deposits from customers and debt securities in issue 15,054,820 15,339,334
20. Deposits from customers 12,732,309 12,263,542
30. Debt securities in issue 2,322,511 3,075,792
Financial liabilities held for trading = item 40 2,301 7177
Hedging instruments 178,574 73,251
60. Hedging derivatives 141,801 213,885
70. Changes in fair value of portfolio hedged items 36,773 (140,634)
Provisions for risks and charges = item 120 109,354 103,085
Tax liabilities = item 80 37,701 66,588
Other liabilities 231,623 188,714
100. Other liabilities 227,862 184,805
110. Employee severance pay provision 3,761 3,909
Shareholders’ equity 419,149 447,468
- capital and reserves 329,719 318,309
160. Reserves 127,715 116,305
170. Share premium reserve 1,934 1,934
180. Share capital 200,070 200,070
- revaluation reserves 4214 3,692
130. Revaluation reserves of which: Available-for-sale financial assets 641 285
130. Revaluation reserves actuarial gains (losses) from defined benefit plans 3573 3,407
- net profit = item 200 85,216 125,467
Total liabilities and shareholders’ equity 17,682,197 18,290,770
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(Amounts in € thousand)

INCOME STATEMENT 12.31.2013 12.31.2012
Net interest 180,278 243,469
30. Net interest income 180,278 243,469
Dividends and other income from equity investments
70. Dividend income and similar revenue 3 1
less: dividends from held for trading equity instruments included in item 70 3 (1)
Net fees and commissions = item 60 166,736 143,611
60. Net fees and commission income 166,736 143,611
Net trading, hedging and fair value income 28,281 28,069
80. Gains (losses) on financial assets and liabilities held for trading 27,937 26,264
+ dividends from held for trading equity instruments (from item 70) 3 1
90. Fair value adjustments in hedge accounting -
110. Gains (losses) on assets and liabilities at fair value through profit and loss 341 1,804
Net other expenses/income (4,964) (5,368)
190. Other net operating income 52,068 26,107
less: other operating income - of which: recovery of costs (56,997) (31,474)
100. Gains (losses) on disposal or repurchase of: a) loans and receivables 52,446 56,984
100. Gains (losses) on disposal or repurchase of: d) financial liabilities (52,481) (56,985)
OPERATING INCOME 370,331 409,781
Payroll costs (63,3398) (61,022)
150. Administrative costs - a) payroll costs (63,338) (61,022
Other administrative expenses (174,636) (148,670)
150. Administrative costs - b) other administrative expenses (174,636) (148,670)
Recovery of expenses 56,997 31,474
190. Other net operating income - of which: recovery of costs 56,997 31,474
Amortisation, depreciation and impairment losses on intangible and tangible assets (8,081) (8,245)
170. Impairments/write-backs on property, plant and equipment (3,424) (2,996)
180. Impairments/write-backs on intangible assets (4,657) (5,249)
Operating costs (189,058) (186,463)
OPERATING PROFIT (LOSS) 181,273 223,318
Net impairment losses on loans and provisions for guarantees and commitments (3,275) (2,852)
130. Impairment losses on: a) loans and receivables (3,275) 2,852)
NET OPERATING PROFIT (LOSS) 177,998 220,466
Provisions for risks and charges (16,059) (18,356)
160. Provisions for risks and charges (16,059) (18,356)
Net income from investments (6) 3)
240. Gains (losses) on disposal of investments ©6) 3
PROFIT (LOSS) BEFORE TAX FROM CONTINUING OPERATIONS 161,933 202,107
Income tax for the period (76,717) (76,640)
260. Tax expense (income) related to profit or loss from continuing operations (76,717) (76,640)
PROFIT (LOSS) AFTER TAX FROM CONTINUING OPERATIONS 85,216 125,467
NET PROFIT (LOSS) FOR THE PERIOD 85,216 125,467
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Report of the Board of Statutory Auditors

Dear Shareholder.

Pursuant to art. 2429, paragraph 2, of the Italian Civil Code and
art. 153 of Italian Legislative Decree no. 58 of February 24, 1998
and subsequent amendments and integrations, the Board reports
on its supervisory activity performed in the financial year ended
on December 31, 2013.

The Board carried out its supervisory activity prescribed by the
law in force, in accordance with the instructions issued by the
Bank of Italy and Consob, and in compliance with its own role.

On the basis of its schedule, the Board held numerous meetings
with the Top Management and the Heads of the management
areas, examining in depth all the principal issues concerning the
Company’s management and organisation and overseeing the
adequacy of the organisational structure and its proper operation.
In particular, an analysis was conducted not only of the processes
relating to the internal control system and the administrative-
accounting system, but also the issues concerning credit,
investment services, organisation and commercial activity as well
as the Company’s business plans.

Said supervisory activities, and the information requested

and received from the Company did not reveal any facts or
irregularities worthy of mention or such that they required to be
reported to the competent Authorities or Supervisory and Control
Bodies.

Pursuant to the indications given by Consob in communication
DEM 1025564 of April 6, 2001, we also specify the following.

Correct management practices

The Board oversaw proper compliance with the law and the
Articles of Association as well as correct management practices
both at meetings of the Board of Directors and of the other
bodies, and at the meetings with the Top Management and the
Heads of the various Areas and Functions of the Bank.

The Board can assert that, on the basis of the information
obtained, the resolutions passed comply with legal regulations
and with the Articles of Association, do not appear to be in
conflict of interest, are in line with administrative prudence and
do not jeopardise the Bank’s financial stability.

Our examinations did not reveal that the Bank entered into
blatantly risky or irresponsible transactions or transactions which
may prejudice the integrity of the Company’s capital.

Organisational structure

The Board of Statutory auditors assessed the adequacy of the
organisational structure and its proper functioning through
various meetings with top management and with the heads of
the various areas and functions; no organisational shortcomings
emerged from said assessment.

Specifically, in 2013, the Board supervised initiatives aimed

at improving the business management and took note of the
amendments made to the Bank’s central management and
network structures, to the organisational chart, which clearly
identifies functions, tasks and lines of responsibility, and to the
Bank’s internal regulations, also with a view to compliance with
Bank of Italy provisions containing implementation instructions
on the organisation, procedures and internal controls needed
to prevent and identify money laundering and the funding of
terrorist activities. With regard to the findings and observations
made by the Bank of Italy in March 2013 after the inspection of
FinecoBank, they were all of an operational nature rather than
punitive. The Bank has finalised the corrective measures which
have either been fully implemented or have been planned and
started, for completion by the first half of 2014.

The Board took note of the continuous implementation of the
Guidelines issued by the Parent Company - which plays a
management and coordination role vis-a-vis the Bank - and of
the consequent organisational changes made by the Bank to
improve the effectiveness and efficiency of its management as
well as to align its structure to the target organisational model of
the Group.

The Board of Statutory Auditors also assessed the adequacy

of the Bank’s organisational structure as regards the
internationalisation and trading margins activities, implemented
as part of a specific internal policy containing adequate limits -
which have always been observed - to mitigate the relative risks.
The Board acknowledges that the Business Continuity Plan has
been regularly updated and implemented, also for the purposes
of conformity with regulatory provisions (15th update of Bank

of Italy Gircular no. 263/2006), and notes that the annual
business continuity and disaster recovery tests were successfully
concluded.

Internal control system

The Board notes that the internal auditing of FinecoBank is
outsourced to the Internal Audit Department of UniCredit S.p.A.
under a service agreement, in accordance with the Group Audit
Mandate authorised by the Board of Directors of FinecoBank.
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During its assessment, the Board verified compliance with the
Audit Plan - in terms of both central structures and processes
as well as Network structures - originally established also based
on recommendations of the Board, and approved by the Board
of Directors as part of the acknowledgement of the Guidelines
issued by the Audit Department of the Parent Company.

The Board has successfully and systematically interacted with

the Chief Audit Executive (CAE), the head of the internal audit
function; the meetings held looked at, inter alia, the interim/
quarterly and annual reports specifically drawn up for the Board
of Directors and the Board of Statutory auditors. Based on its
supervisory activities, the Board expressed a positive opinion on
the internal auditing, deemed the internal control system and the
work carried out by the persons in charge of internal control to be
adequate.

The Company also has a Chief Risk Officer whose purpose is to
assess and monitor the adequacy of the systems to measure,
control and manage credit, market and operational risks as

well as business risks, reputational and liquidity risks, and to
check that risk mitigation operations are carried out. During

its assessment, the Board met the Head of the CRO Area on

a number of occasions to evaluate, among other things, its
operations and to examine the quarterly reports prepared by
the same. The Board expressed a positive opinion on the work
carried out by the Head of the Chief Risk Office Area, noting
that the “Annual Report on FinecoBank’s Risk Exposure as at
December 31, 2013”, presented by the “CRO Risk Management
Department” also acknowledges, inter alia, that for the Bank’s
internalisation operations the various expected loss limits

were never overrun in 2013. The Board verified that the Risk
Management function elaborates a process for assessing capital
adequacy (ICAAP) in line with the directions of the regulatory
bodies and the parent company.

As part of its work, the Board met frequently with the Bank’s
Compliance Manager (compliance services provided under

an outsourcing agreement). The reports, plans and work of
the Function were approved, and special attention was paid

to compliance with the deadlines envisaged in the periodic
C.A.M.P. (Compliance Assessment Mapping & Planning) for the
closure of corrective actions identified from time to time, and
to the contents of the FinecoBank Compliance Function Report
for 2013, prepared in accordance with the “New provisions
for Prudential supervision for banks” concerning the system of
internal controls issued by the Bank of Italy on July 02, 2013.
During 2013 the Group project on the Level 2 controls on
Compliance was completed. In the final quarter of 2013, these

controls were also incorporated into the Compliance risk self-
assessment process (CAMP). Using the results of the monitoring
of the Bank’s units and adopting the recommendations emerging
from the audit reports systematically examined by the Board and
used in implementing the recommended measures, the Board
also supervised the process by which the Single Group Delegate
is granted powers relating to suspicious transactions, respect for
those powers, the trend in complaints received by FinecoBank in
2013 and material compliance with MIFID and AML provisions

- despite the presence of several areas for improvement which
were mainly connected to the review or updating of internal
regulations and compliance with rules on Market Abuse, which
required intervention for the elimination of various inefficiencies
in the reporting of suspicious transactions. In general, no issues
emerged from the Compliance Function’s activities in 2013.

The Board also examined reports received from the Bank of

Italy to the Bank’s Compliance function regarding claims and/

or complaints sent by FinecoBank customers, and met with the
function to provide clarification and details in this regard.

In 2013 the Board attended 8 meetings of the Audit Committee,
with which it has worked closely, given the common objectives of
the two entities.

The Board of Statutory Auditors also supervised the effective
functioning of the Products Committee - which reports to the
Board of Directors, set up with the objective of guaranteeing
compliance with legislation and preventing the reputational risks
linked to the distribution of the Bank’s products and

services - and of the Risks Committee.

The Chairman of the Board of Statutory Auditors also attended
the meetings of the Supervisory Authority set up pursuant to
ltalian Legislative Decree no. 231 of 2001 and to this end,
acknowledged the new version of the Bank’s Organisation

and Management Model approved in 2011 by the Supervisory
Authority and by the Board of Directors, and the relative Decision
protocols, and retains the assessments and the recommendations
of the Supervisory Authority appropriate and adequate. The
“Report on the Activities Performed by the Supervisory Body
under Legislative Decree no. 231 of June 08, 2011 as at
December 31, 2013” revealed that the updating of decision-
making protocols can be considered complete. With reference

to the need to update the Organisational and Management
Model following the introduction of the Anti-corruption Law

(Law 190/2012) and the inclusion of two new offences in the
scope of legislative decree 231, the Board decided to ask the
Parent Company for guidance on the updating of the Model of
FinecoBank in line with the changes made by UniCredit.
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Administrative - accounting system

The Board oversaw - also by visiting the Functions and by holding
regular meetings with the officers in charge - the administrative-
accounting system and verified that it was adequate and reliable
to provide a correct, complete and timely view of the company’s
business activity.

The Board acknowledges that the financial statements as at
December 31, 2013 have been drawn up in accordance with

the accounting standards issued by the International Accounting
Standards Board (IASB), including the SIC and IFRIC interpretation
documents, approved by the European Commission as
established by European Union Regulation no. 1606 of July 19,
2002, implemented in Italy through Legislative Decree no. 38 of
February 28, 2005, up to December 31, 2013.

Furthermore, for the Annual Report and Accounts as at December
31, 2013 the Bank adopted the formats for the financial
statements and notes, as well as the provisions set forth by the
Bank of Italy through Circular no. 262 of December 22, 2005, as
amended, without any exceptions, and providing due evidence
and disclosure of the reclassifications carried out. The accounts
also reflected the clarification received from the Bank of Italy on
February 14, 2012 concerning securities lending transactions
without cash guarantees, and the 2nd update of Circular no.
262/2005 implementing the changes in the principal IAS/IFRS as
approved by the European Commission and applicable to financial
statements closing or pending on December 31, 2013.

As at December 31, 2013 FinecoBank S.p.A. had no subsidiaries.

The Board of Statutory Auditors also assessed compliance with
legislative provisions set forth in Law no. 262/2005 regarding
the internal control procedures and the internal control system
implemented in terms of financial reporting and the truthful
representation of operational events, and found that the “Report
on the Internal Control System for Financial Reporting, in
compliance with Law no. 262/2005 (known as the Savings Law)”,
approved by the Board of Directors on March 10, 2014.

It confirms that the administrative and accounting procedures are
adequate and effectively applied.

During 2013, the Administration Area sent the Parent Company
periodic reports for the calculation of regulatory capital and
Second Pillar capital. On 12.31.2013 the TIER 1 Capital Ratio
was 12.25%.

Transactions with related parties and atypical and/or
unusual transactions

FinecoBank belongs to the UniCredit S.p.A. group and is subject
to the management and coordination of UniCredit S.p.A..

In 2013, the Bank renewed the option for national tax
consolidation for 2013-2015.

FinecoBank had no subsidiaries on 12.31.2013, nor during
the year.

Relations with Group Companies and information on related
party transactions, including guarantees issued at the Parent
Company’s request are indicated in the Accounts, particularly
in the Notes and the Report on Operations, in accordance with
current laws and regulatory provisions.

The Board notes that on 01.27.2014 the Bank approved the
Global Operational Instructions prepared by the Parent Company
for the management of operations with parties in conflict of
interest, in accordance with CONSOB Regulation 17221/2010,
Bank of Italy Circular no. 263/2006 and art. 136 of legislative
decree no. 385/1993 and resolved to draw up an identical
document for internal use. The internal document will replace
the existing procedures for the management of operations with
related and affiliated parties, already approved by the Board of
Directors of FinecoBank S.p.A. on June 27, 2012 after they were
approved by the Board of Statutory Auditors on June 26, 2012.

With regard to application of the above procedures, the Board
notes that in 2013 the Audit Committee (as the “Committee of
independent directors for operations with minor affiliated parties
for non-significant amounts”) only gave a single (non-binding)
favourable opinion in relation to the Bank'’s interest in carrying
out a specific operation for a non-significant amount, and on the
appropriateness and fairness of its conditions.

The Board also notes that the obligations set out in relation to
parties that perform administrative, management and control
functions were the subject of resolutions, pursuant to the
provisions of Article 136 of Legislative Decree no. 385/1993
(TUB - Consolidated Law on Banking).

No atypical and/or unusual transactions are reported. The Notes
show that the infra-group transactions were carried out on the
basis of an evaluation of the value to both parties. The conditions
were defined in accordance with the principles of fairness, with
the common objective of creating value for the whole of the
UniCredit Group. The same principle was also applied to the
provision of infra-group services.
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Relations with the External Auditors

In accordance with Article 150, paragraph 3, of Legislative
Decree no. 58/98, and the provisions of Legislative Decree
39/2010, the Board held periodic meetings with the External
Auditors - promptly exchanging any data or information that
could be used in their respective assignments - which did

not highlight any particular facts worthy of notice. The Notes
contained details of the fees paid for legal accounts auditing and
for the other services provided to FinecoBank during the year
ending December 31, 2013 by the external auditors and other
organisations in its network.

The Board notes that Deloitte & Touche S.p.A. duly completed

its legal audit of the annual accounts and ensured that the
company’s accounts were in order, and that management events
were correctly reported. Within the scope of its remit, the firm
also signed tax returns and carried out a limited accounts audit of
the six-monthly financial statement, prepared for the purpose of
determining regulatory capital.

The Board also received confirmation from the external auditors
(under Article 17(9) of legislative decree no. 39/2010) that
between 04.16.2013 and 03.28.2014 there were no situations
that may have compromised the independence of the Company
or resulted in incompatibilities as defined in Articles 10 and 17 of
legislative decree no. 39/2010.

As regards relations with the Independent Auditors, the Board
acknowledges that it has received the report in accordance with
Articles 14 and 16 of Italian Legislative Decree 39/2010, and
that no findings were raised. It has also received the report under
Article 19(3) of the same decree, concerning fundamental issues
arising during the audit, with particular regard to the significant
shortcomings found in the system of internal controls on the
financial reporting process, which revealed no facts or situations
that need to be reported to the Board.

Complaints pursuant to art. 2408 of the Italian Civil
Code - Reports

In 2013 no complaints were filed pursuant to Article no. 2408 of
the Civil Code, nor were any reports filed by third parties.

Opinions issued in accordance with the law
The Board of Statutory Auditors has not issued any opinions in
accordance with the law, as the need for the same did not arise.

Meetings held by the Shareholders, the Board of
Directors, the Audit Committee and the Supervisory Body
In 2013, the Board of Statutory auditors in office attended

2 Shareholders’ meetings, 9 Board of Directors’ meetings and

8 Audit Committee meetings. Attendance of said meetings
enabled the Board, among other things, to ensure that the
delegated parties had reported on transactions performed within
the powers awarded to the same.

The Board of Statutory Auditors met 22 times, in addition to a
number of meetings held by the Board with the managers of
several of the Bank’s Organisational Units.

The Chairman of the Board took part in meetings of the
Supervisory Body established pursuant to ltalian Legislative
Decree no. 231 of 2001.

Conclusions - Observations on the financial
statements and on the proposed allocation of profit
or loss as at December 31, 2013

The Board, based on the supervisory activity performed, can
reasonably state that the business activities carried out by
FinecoBank S.p.A. were conducted in accordance with the Law
and the Articles of Association. The Board also reports that it
did not encounter any irregularities, omissions or reprehensible
events, in fulfilling its function.

The financial statements for the year ending December 31, 2013,
and the Report on Operations were received from the Board of
Directors on March 10, 2014, and an amended version was

then received on March 27, 2014. The additional information
contained in the accounts showed that as part of the review
carried out to identify the best methods of fully valuing the assets
of FinecoBank, a study has been launched on the possibility of
listing the Bank’s shares on a regulated market run by Borsa
ltaliana S.p.A. namely the Electronic Bond and Securities Market.
The Board of Directors of FinecoBank, meeting on March 27,
2014, approved the proposal that the Bank’s ordinary shares be
listed on the stock exchange, and requested that the proposal be
submitted to the Ordinary Meeting of Shareholders.

This report was filed today, as the Board has waived the period
stipulated in Art. 2429 of the civil code in consideration of the
prior analysis.
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Report on Operations

Having acknowledged the results stated in the Annual Report and
Accounts, the compliance of their structure with the applicable
provisions, the inclusion of the mandatory content in the report
on operations and the specific independent and advance approval
by the Management Body of the impairment procedure relating
to goodwill recognised in the Accounts and confirming their
sustainability; and having also received the Report of the External
Auditors under Articles 14 and 16 of legislative decree no.
39/2010 which contained no reservations or remarks, the Board
expresses its favourable opinion on the approval of the Annual
Report and Accounts and the proposal for the allocation of the
profit or loss for the year expressed by the Board of Directors.

Milan, March 28, 2014

The Statutory Auditors
Gaccioli Giancarlo Noris - Chairman
Aloisi Barbara
Viozzi Marziano
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