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Recap of the last updates and reforms in the italian banking sector

1

REDUCTION OF 
CREDIT RECOVERY 

TIME

SELF-REFORM OF 
THE BANKING 
FOUNDATIONS

REFORM OF 
COOPERATIVE 
CREDIT BANKS

GUARANTEE ON 
SECURITIZATION OF NPL

REFORM OF 
MUTUAL BANKS

Impacts

Banco Popolare-BPM 
merger Creation of the third Italian banking Group

BM, Carife, Carichieti, Pop 
Etruria resolution Creation of 4 Newco and 1 bad bank collecting all 

the bad loans of the institutes

"Bad loans" plan

Atlante

ATLANTE FUND
Cooperative reform

Joint stock transformation

Creation of a private-sector initiative to ensure the 
success of the capital increases required by the 
regulatory authority

Transformation in joint-stock companies 
expected for 9 mutual banks

Instrument launched by the Treasury to facilitate 
the dismantling of non-performing loans

Ongoing unification of the system for enhancing 
competitiveness and stability over the medium/long 
term
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Market expectations

Pressure on revenues 
and review of the 
business model

Improvement in 
operating efficiency

Progressive asset 
quality improvement

 Focus on fee based revenue generation
 Review of the business and customer engagement model
 Research of new products/services

 Simplification and automation of processes
 Redesign and efficiency of front-end and back office processes
 "Obsessive" cost management

 Non performing stock expected flat over the period 2015 – 2018
 Cost of risk expected under 100 basis point starting from 2017 after 4 years 

(average CoR equal to 160 bps over the 2012-2015 period)

Pressure on 
interest rates

 Expected increase of the Euribor post 2019
 Interest rate of the BTP 10 y expected to increase post 2018

Pressure on 
profitability

 ROE expected equal to approx. 4% in 2018, still with a significant gap with the cost 
of capital of the Italian banking sector and focusing banks on potential extraordinary 
operations to boost productivity

1,0%

0,0%

-1,0% 20202019201820172016

3,0%

2,0% BTP 10 y

EURIBOR 3M
Yield 
curve

NII 
spread

2015

1,6%

2014

1,6%

2010

1,9%

2009

2,2%

2013

1,6%

2012

1,7%

2011

1,9%

Cost 
Income

61,8%

2014

60,3% 60,9%

2015

60,7%

2016 E

57,5%

2017 E 2018 E

Bad loans/
Tot.loans

Cost of 
risk

2018 E

0,73%

2017 E

0,85%

2016 E

1,11%

2015

1,27%

2014

1,82%

9,6% 10,5% 10,3% 9,9% 9,5%

2018 E

4,40%

2017 E

2,60%

2016 E

2,10%

2015

1,40%

2014

-3,20%
ROE

Source: Analysis on Prometeia Forecast Report – July 2016
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Key objectives for the group in 2017-2018 

Asset quality and
"NPL disruptive" intervention

Operating efficiency Optimization and service model 
innovation

Development

Target for the Group in 2017-2018

Improving of business model and KPIs

Strengthening Integration

1 2 3

KEY OBJECTIVES
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Action plan

Actions Description

 Further disruptive actions on non performing loans to boost growth

 Enhancement of the network productivity that is currently underperforming mainly due to its widespread configuration

NPL Strategy

Branches rationalization

AIRB rating system  Finalization of the internal rating model validation

 HR optimization / rationalization
 Reshuffling of skills/expertiseHR optimization

4

2

1

3

Other relevant actions
 Revamping of the implicit commercial effectiveness through leveraging and launching new and existing "high value" business 
 Rebalancing of funding retail and finance portfolio risk mitigation through diversification
 Maximization of the real estate asset value in order to enhance capital ratios

5
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Asset quality evolution (without extraordinary operation)

 Progressive reduction in NPL inflows with a reduction in the default 
rate (1) from 3,8% at the end of 2016 to 2,3% in 2018

 NPL inflows estimated according to the Risk Management migration 
matrix and expected to improve over the years

Default rate
Data in %

Notes: (1) Default flow in year T / performing exposures (T-1); (2) Recovery rate: recovery on NPL positions in year T / non performing exposures (T-1) without considering recovery of interests on UTP; (3) 
Coverage ratio without considering extraordinary operations

Recovery rate (2)

Data in %

Expected Loss performing
Data in %

Coverage ratio (3)

Data in %

Default rate 
and migration 

rate

NPL 
collection

 Progressive improvement in the expected loss performing with an 
expected value at 2018 of ~ 0,62% based on the current average 
expected loss of new loans production equal to ~ 0,5% (corporate: 
0,57%; retail business: 0,64%; private: 0,36%)

 Expected increase in the NPL coverage with an average value of ~ 
44,6% at 2018

Cost of risk 
and coverage

 Progressive improvement in the recovery rates (2) on non 
performing positions (also through the REOCO management) 
approximately equal to 6% in 2018

1

2,3%
3,0%

3,8%

201820172016

5,9%5,3%
4,8%

201820172016

0,6%0,7%
0,8%

201820172016

44,6%42,2%41,1%

201820172016

Without considering extraordinary 
operation on bad loans (Elrond) 

and UTP disposal
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Project Elrond - structure of the transaction1

Bad loans

INVESTORS

GACS

 Disposal of bad loans with a GBV up to ~ 1,5 € bn
through asset securitization supported by the 
Italian government guarantee (GACS) on senior 
notes (subject to authorization)

 Structuring of the non-recurring transaction in 
charge of J.P. Morgan, Mediobanca, Banca IMI and 
Bonelli Erede for the legal in-depth analysis. 
Collection activities in charge of Cerved Credit 
Management following the strategic partnership in 
force with the servicer 

 Expected reduction of the NPL ratio of ~ 6 p.p.

Senior notesMezzanine / 
Junior notes
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Loans portfolio evolution and NPL ratio 

 Reduction of the stock of NPL of ~ 2 € bn mainly due to :

- extraordinary bad loans disposals (Elrond)

- partial deleveraging of the unlikely to pay 
exposure with expected disposals of ~ 150 € mln per 
year

- improvement in the recovery rates

- progressive asset quality improvement (reduction 
in NPL inflows)

 Increased coverage ratio:

- Past due: from 10,8% (2016) to 14,2% (2018)

- Unlikely to Pay: from 30,0% (2016) to  32,9% (2018)

- Bad loans: from 54,6% (2016) to  57,6% (2018)

Weighted average coverage ratio equal to ~ 42% in 
2018

Loans to customers
Data in € bn

NPL ratio
Data in %

1

Italian banks average NPL Ratio equal to ~ 18%. 
Expected alignment for Creval thanks to Elrond 

operations 

-8,8 pp

2017

20,1%

2016

27,2%

18,4%

2018

-2,1%

19,5

72,8%

19,3

20,1%

79,9%

2016

20,4

27,2%NPL

PE

2018

18,4%

81,6%

2017

Considering extraordinary 
operations on bad loans (Elrond) 

and UTP disposal
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Coverage ratio

2016E 2017E 2018E

1

41,1% 38,5% 42,5%

10,8% 11,9% 14,2%

30,0% 30,7% 32,9%

54,6% 53,5% 57,6%

Coverage ratio NPL

Coverage ratio Past 
Due

Coverage ratio UTP

Coverage ratio Bad 
Loans

Considering extraordinary 
operations on bad loans (Elrond) 

and UTP disposal
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NPL stock evolution

NPL stock evolution 2016-2018

-35%

Stock NPL 2018

3,6

Project Elrond

-1,5

UTP disposal

-0,3

Write off 
(2017-2018)

-0,2

Collection 
(2017-2018)

-0,6

Net inflows to 
Non Performing 

Exposures (1)

0,6

Stock NPL 2016

5,5

Data in € bn

1
Considering extraordinary 

operations on bad loans (Elrond) 
and UTP disposal

Notes: (1) Difference between NPE inflows and outflow to performing
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Braches rationalization

 Further enhancement of the 
distribution model thanks to 
the closure of 70 branches 
that will generate:

- re-balancing of the 
branches productivity 
with the optimization of 
the geographical 
coverage 

- increasing operating 
efficiency through the 
reduction in the operating 
costs 

- strengthening of the 
business model 
(corporate, private and 
retail)

Notes: (1) Considers only commercial branches, excluding independent banking units, treasury and 'light branches'; (2) Discounting future cash flows (net of tax rate), explicit period and 
terminal value at a rate of 8%; (3) It refers to direct funding, loans to customers and asset under management / administration

Number of 
branches

Economic impacts 
(€ mln)

Productivity per 
bank branch

45670526

2018 EClosuresJune 2016

13% reduction of the 
network

(1)

Gross income

11

Savings

16

NIM at risk

5

Economic value (2) 

of ~ 52€mln

FTE per branch Total assets (3) per branch 
(€ mln)

5,45,1 +7%

ExpectedJune 2016

115
+10%

ExpectedJune 2016

105

Bank closures per region

70

19

1

6

4

3

2

9

23

3

Toscana

Veneto

Trentino Alto Adige

Lazio

Lombardia

Piemonte

Total

Sicilia

Umbria

Marche

"Bancaperta" 
branches

# Bancaperta branches 
Saving on personnel 
expenses for about 

30% - 40%

26

1

2018 E2016 E

2
Investment  for business development 
(CRM, digitalization, "Bancaperta") for 

~ 14 € mln



8/11/2016 14

HR optimization

 Optimization and "reshuffling" of skills and 
expertise due to:

- Potential outplacement of ~ 340 HR from i) 
rationalization of branches network ii) 
governance and organizational 
optimization iii) rationalization of the 
corporate center structures

- Strengthening of commercial network and 
business structures in order to increase 
the actual customer base value and to 
enhance acquisition rate and cross selling

- Activation of a 5 years solidarity fund 
(2017 – 2022) to facilitate the exit of the 
resources in line with the requirements

Impacts on HR

Net outplacement

3.881
4.080

Total HRHR June 2016

-199

Potential  
reallocation

+141

New hiring

+35

Solidarity Fund

-234

Potential 
outplacement

340

21%

66%

13%
■ Estimated adhesion for 

234 out of 320 total HR in 
line with the requirements

■ One – off cost of ~ 61 €
mln for the activation of the 
solidarity fund

■ 18,6 € mln of recurring 
saving (gross of taxes)

■ Impact on CET1  ratio equal 
to ~ - 26 bps (1)

3

Estimated adhesion for 234 
out of 320 total HR in line 

with the requirements

Corporate center optimizationGovernance optimizationNetwork rationalization

Notes: (1) Impacts at 30.9
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AIRB rating system

AIRB project status

 Implementation of an AIRB rating system to all the different exposure 
segments (firms, retail exposures, secured exposures, etc.) throughout a 
project launched in 2012

 Internal and external investments for about 15 € mln in the past four years

 Identification/ adoption of 5 credit risk segments (Corporate, SME 
Corporate, Small Retail, Micro Retail and Private Retail)

 Development of 3 PD Models (Corporate, Retail and Private), 1 LGD Model 
and 1 EAD Model

4

Expected capital relief 
around 100 bps in 2018
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Other actions

Guidelines of other Creval Group relevant actions

 Migration from traditional channel to digital channels also through the development of an advanced online banking and innovative self-branches 
concept (i.e. filiali bancaperta)

 Strengthening of the business model adopted for corporate customers, activation of a specific model for affluent and private customers and further
industrialization of the offering on the retail segment

 Start-up of the factoring business (also through selective acquisition), strengthening of the trade finance business through dedicated resources and 
budget and development of a dedicated offering for the agriculture sector and for the loans on pledge business

 Improvement of the bancassurance performance also through the enhancement of the current operating model

 Introduction of new rewarding system to boost employees productivity

 Lean banking model through further governance and organizational simplification and a specific cost optimization program

 Asset allocation rebalancing and diversification also with the reduction of the exposure on Govies ITA

 Retail funding rebalancing through a partial replacement of direct funding in indirect funding and in other forms of direct funding with lower costs 
and durations

5

A

B

C

D

E

F

G

H
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Macroeconomic effects embedded in the planning model

Unemployment rate (1) Euribor (1) HPI - House price index (2)

Inflation (consumer price) (1) GDP (average date per year) (1) Spread BTP-BUND (in bps) (1)

2018E

10,9%

2016E 2017E

11,2%11,6%

2018E

-0,3%

2016E 2017E

-0,3%-0,3%

2018E

0,9%

2016E 2017E

-0,1%

-1,4%

2018E

1,4%

2016E 2017E

1,3%

-0,1%

2018E

1,0%

2016E 2017E

0,9%0,8% 110
139139

2018E2016E 2017E

Source: (1) Source: PROMETEIA - Rapporto di Previsione Tavole dettagliate della previsione - Luglio 2016 ; (2) Nomisma – Osservatorio sul mercato immobiliare 2° rapporto 2016
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Total asset (1)

Data in € bn

2017E

52,7

36,7%

23,9%

39,4%

2016E

54,1

37,7%

22,8%

39,5%

2018E

52,7

37,1%

24,7%

38,3%

Gross loans to customers (2)Indirect fundingDirect funding

Direct funding

Indirect funding

Gross loans to customers (2)

Deposits

Securities

2018E

20,2

89,1%

10,9%

85,3%

14,7%

2017E

20,7

85,9%

14,1%

2016E

21,4

Assets under 
administration
and in custody

12,6

38,2%

61,8%

2016E

12,4

38,3%

61,7%

Assets under 
management

2018E

13,0

38,2%

61,8%

2017E

2018E

19,5

2017E

19,3

2016E

20,4

Loans to customer

Total asset (1) evolution

Notes: (1) It refers to direct funding, loans to customers and asset under management / administration; (2) Gross loans performing and non performing
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Operating costs evolution

169,3
192,6

36,4
34,0 - 12,2

Operating expenses 
2016 adjusted

514,6

288,0

Impacts on depreciation

+ 2,4

Impacts on other 
administrative expenses

- 23,3

Impacts on 
personnel expenses

-6%

Operational expenses
2018 E

481,4

275,8

Personnel expensesAdministrative expensesDepreciation

Operating costs evolution
Data in € mln

Adjusted by excluding the 
extraordinary expense of 61 €
mln for the activation of the 
"solidarity fund"
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Main KPI evolution (1/2)

Return on tangible equity (%) Cost income (%)

Cost of risk (bps) CET 1 Ratio "fully loaded" (%)

Notes: (1) Adjusted by excluding the one-off cost of 61 € mln for the activation of the solidarity fund

109

260

2016E 2018E

-151 bps

+16,6 p.p.

3,3%

2018E

-13,3%

2016E

2018E

11,7%

2016E

11,4%

+0,3 p.p.

62,3%

-9,5 p.p.

2018E2016E

71,7%(1)
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Main KPI evolution (2/2)

Gross NPL ratio (%) Net NPL ratio (%)

LCR (%) NSFR (%)

2018E

>100%

2016E

207,0%

2018E

>100%

2016E

117,4%

-8,8 p.p.

2018E

18,4%

2016E

27,2% -6,6 p.p.

2018E

11,5%

2016E

18,1%
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