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2017 ANNUAL REPORT 

NOTICE OF ORDINARY SHAREHOLDERSõ MEETING 

The Shareholders of Banca Monte dei Paschi di Siena S.p.A. (the òBankó) are called to the Ordinary 
Shareholdersõ Meeting in Siena - Viale Mazzini 23 - on 12 April 2018 at 9:30 a.m., on a single call, 
to discuss and pass resolutions on the following 

 

AGENDA  

 

1. Individual and consolidated financial statements as at 31 December 2017, accompanied by the 
Reports of the Board of Directors, the Independent Auditors and the Board of Statutory 
Auditors; related and consequent resolutions. 
 

2. Remuneration report: resolution pursuant to Article 123-ter, paragraph 6, of the Legislative 
Decree n. 58 of 24 February 1998 (Consolidated Law on Finance). 
 

3. Proposal pursuant to the combined provisions of Article 114-bis and Article 125-ter of the 
Legislative Decree n. 58 of 24 February 1998 (Consolidated Law on Finance), for approval of 
a plan concerning the use of own shares for the payment of severance for the Montepaschi 
Group personnel, together with the authorization to dispose of own shares pursuant to 
Articles 2357 and 2357ðter of the Italian Civil Code; related and consequent resolutions. 

 

 

The full version of the notice is available on the website www.gruppomps.it, in the section Corporate 
Governance ð Shareholdersõ Meetings and BoD. 

 

Siena, 12 March 2018 

 

http://www.gruppomps.it/
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BANCA MONTE DEI PASCHI DI SIENA 

General accounting standards 

The Consolidated Report on Operations as at 31 December 2017 provides a snapshot of the activities 
and results which largely characterised the Group's operations during the year, both as a whole and in 
the various business sectors into which consolidated operations are organised. 

In particular, the economic and financial indicators, based on accounting data, are those used in the 
internal systems of performance management and management reporting, and are consistent with the 
most commonly used metrics within the banking industry in order to ensure the comparability of 
figures presented. 

The income statement and balance sheet have been reclassified based on presentation criteria that are 
more suitable for representing the contents of the items according to consistent operational criteria. 

In addition, the Report incorporates non-financial company information providing the details on the 
activities, capital, risks and relations that are significant to the Groupõs current and future performance. 
This information is more thoroughly analysed in the Consolidated Non- Financial Statement, drafted 
pursuant to Legislative Decree no. 254 of 30 December 2016 and included in the Report, as well as 
other corporate communications found on the Banca MPS website www.mps.it., such as: the òReport 
on Corporate Governance and Ownership Structureó, the òRemuneration Reportó and the òPillar 3 
Disclosureó. 
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Results in brief 

The economic and financial indicators, based on accounting data, are those used in the internal systems 
of performance management and management reporting, and are consistent with the most commonly 
used metrics within the banking industry in order to ensure the comparability of figures presented. 

Pursuant to the requirements set forth in the document òGuidelines on Alternative Performance 
Measuresó published by the European Securities and Markets Authority (ESMA) in June 2016, this 
section contains the definitions and the methods for the calculation of alternative performance 
measures. 

The Groupõs results as at 31 December 2017 include the effects connected to the transfer, through a 
securitisation, of a set of credit exposures classified as doubtful (allocated to the òOther Assetsó 
balance sheet item 150 òNon-current assets and groups of assets held for sale and discontinued 
operationsó), which was concluded on 20 December 2017 (without derecognition). The transaction is 
part of the activities defined in the Restructuring Plan approved by the European Commission on 4 
July 2017. 

 

 

 

INCOME STATEMENT FIGURES 31/12/17 31/12/16 Chg.

Net interest income 1,788.3         2,021.3         -11.5%

Net fee and commission income 1,576.5         1,839.4         -14.3%

Other operating income 660.8            421.3            56.8%

Total Revenues 4,025.6         4,282.0         -6.0%

Net impairment losses (reversals) on loans and financial assets (5,460.0)       (4,500.9)       21.3%

Net operating income (3,977.4)       (2,840.2)       40.0%

Net profit (loss) for the year (3,502.3)       (3,241.1)       8.1%

EARNING PER SHARE (EUR) 31/12/17 31/12/16 Chg.

Basic earnings per share (7.299)          (110.545)      -93.4%

Diluted earnings per share (7.299)          (110.545)      -93.4%

BALANCE SHEET FIGURES AND INDICATORS 31/12/17 31/12/16 Chg.

Total assets 139,154.2 153,178.5 -9.2%

Loans to customers 86,456.3 106,692.7 -19.0%

Direct funding 97,801.8 104,573.5 -6.5%

Indirect funding 95,845.7 98,151.8 -2.3%

     of which: assets under management 58,599.4 57,180.9 2.5%

     of which: assets under custody 37,246.3 40,971.0 -9.1%

Group net equity 10,429.1 6,425.5 62.3%

OPERATING STRUCTURE 31/12/17 31/12/16 Chg.

Total head count - end of period 23,463          25,566          -2,103

Number of branches in Italy 1,745            2,032            -287

CONSOLIDATED REPORT ON OPERATIONS

MPS GROUP

INCOME STATEMENT AND BALANCE SHEET FIGURES

Highlights at 31/12/2017
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The credit quality ratios are shown below, including the share of the portfolio allocated to assets held 
for sale (and to the items Non-performing loans and Loans to Customers): 

 

 

The credit quality ratios are shown below, which do not consider the share of the portfolio allocated to 
assets held for sale: 

 

Cost/Income ratio: ratio of Operating Expenses (Administrative Expenses and Net adjustments on property, plant and equipment and 
intangible assets) to Total revenues (for the composition of the aggregate, see reclassified Income Statement)  

Return On Equity (ROE): ratio of the Net profit for the year to the average between the shareholdersõ equity (including Profit and 
Valuation Reserves) at the end of period and the shareholdersõ equity at the end of the previous year. 

Return On Assets (ROA): ratio of the Net profit for the year to the total assets at the end of the period. 

Return On Tangible Equity (ROTE): ratio of the Net profit for the year to the average shareholdersõ equity (including Profit and 
Valuation Reserves, cleared of Goodwill) at the end of the previous year and the current year. 

Net impairment losses on loans/Loans to Customers (Provisioning): ratio between net impairment losses on loans and loans to 
customers. 

Texas Ratio: ratio between gross non-performing loans and the sum, in the denominator, of tangible shareholdersõ equity and the allowance 
for impairment on non-performing loans. 

 

 

PROFITABILITY RATIOS (%) 31/12/17 31/12/16 Chg.

Cost/Income ratio 63.2 61.2 2.0

R.O.E. -41.6 -40.5 -1.1

Return on Assets (RoA) ratio -2.5 -2.1 -0.4

ROTE (Return on tangible equity) -41.6 -40.5 -1.1

MPS GROUP

CONSOLIDATED REPORT ON OPERATIONS

Highlights at 31/12/2017

ALTERNATIVE PERFORMANCE MEASURES

KEY CREDIT QUALITY RATIOS (%) 31/12/17 31/12/16 Chg.

Net non-performing loans / Loans to Customers 16.3 19.0 -2.7

Coverage non-performing loans 67.2 55.6 11.6

Net doubtful loans / Loans to Customers 8.3 9.7 -1.4

Coverage doubtful loans 77.2 64.8 12.4

Net impairment losses on loans / Loans to Customers (Provisioning) 5.8 4.2 1.6

Texas Ratio 111.5 145.0 -33.5

KEY CREDIT QUALITY RATIOS (%) 31/12/17 31/12/16 Chg.

Net non-performing loans / Loans to Customers 12.0 19.0 -7.0

Coverage non-performing loans 50.5 55.6 -5.1

Net doubtful loans / Loans to Customers 3.6 9.7 -6.1

Coverage doubtful loans 64.8 64.8

Net impairment losses on loans / Loans to Customers (Provisioning) 1.7 4.2 -2.5

Texas Ratio 101.0 145.0 -44.0
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*Ratio between carrying amount of encumbered assets and collateral and total assets and collateral (XVII, section 1.6, point 9, of Regulation 
(EU) 2015/79). 

  

CAPITAL RATIOS (%) 31/12/17 31/12/16 Chg.

Common Equity Tier 1 (CET1) ratio 14.8 8.2 6.6

Total Capital ratio 15.0 10.4 4.6

FINANCIAL LEVERAGE INDEX (5) 31/12/17 31/12/16 Chg.

Leverage ratio - Transitional Phase 6.0 3.2 2.8

LIQUIDITY RATIO ( % ) 31/12/17 31/12/16 Chg.

LCR 199.5 107.7 91.8

NSFR 110.0 87.6 22.4

Encumbered asset ratio * 33.4 49.4 -16.0

Counterbalancing capacity  (bn of Eur) 21.1 6.9 14.2

REGULATORY MEASURES

MPS GROUP

CONSOLIDATED REPORT ON OPERATIONS

Highlights at 31/12/2017
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Executive summary 

Changes in the key items of the Groupõs main aggregates for 2017 are summarised below: 

¶ The Group recorded Total revenues of EUR 4,026 mln, down by 6.0% compared to the same 
period of the previous year, due to the downturn in Net interest income and Net fee and 
commission income, only partially offset by the increase in the Net profit (loss) from trading and 
financial assets/liabilities (influenced by the positive effects of burden sharing). This revenue trend 
is affected by the performance of Net interest income, which amounted to approximately EUR 
1,788 mln (-11.5% Y/Y), due especially to the negative performance of interest-bearing assets, 
particularly commercial lending (decrease in average volumes and decline in the relative returns), 
the trend of which was only partially attenuated by the decrease in interest expense as a result of the 
reduction in the cost of commercial funding, the maturity of bonds issued with more costly 
conditions, and the effects of burden sharing. Net fee and commission income, totalling 
approximately EUR 1,577 mln as at 31 December 2017, recorded a decline of 14.3% compared to 
the previous year, penalised primarily by the recognition of the cost of the guarantee on 
government issues and the disposal of the merchant acquiring business on 30 June 2017. Under 
other revenues, Net profit (loss) from trading and financial assets/liabilities for the year stood 
at around EUR 575 mln (including the effects relating to the burden sharing transaction), an 
increase from the previous year. Net of these effects, the aggregate would have shown a reduction 
compared to 31 December 2016, which was characterised by higher net profit from trading, 
disposals/repurchases of securities and capital gains on liabilities issued and measured at fair value. 

¶ Operating expenses amounted to EUR 2,543 mln (-3.0% Y/Y). Personnel expenses, which 
totalled EUR 1,575 mln, declined year on year by 2.2% mainly as a result of workforce downsizing, 
after the first Solidarity Fund exits of roughly 600 individuals on 1 May 2017 and the subsequent 
1,200 exits on 1 November 2017. Other administrative expenses stood at about EUR 704 mln 
in 2017, down 11.1% from the previous year, due to the negative impact of one-off costs of EUR 
37 mln (for the recapitalisation transaction expected at the end of 2016 which was not completed 
successfully). Excluding this component, Other administrative expenses posted a decrease for the 
year, which was characterised by the continual initiatives to contain structural expenses. Net 
adjustments to (recoveries on) property, plant and equipment and intangible assets, 
amounting to approximately EUR 263 mln, were higher than the values from the previous year 
due to write-downs on both property, plant and equipment (impairment on land and buildings of 
EUR 17 mln) as well as intangible assets (software write-down of EUR 25 mln).  

¶ Net impairment (losses)/reversals on loans, financial assets and other transactions 
amounted to approximately EUR 5,460 mln, up EUR 959 mln from the figure for the previous 
year. These include i) net impairment losses posted at the beginning of the year on the loans to be 
transferred following the adjustment to their recoverable value and other additional charges 
envisaged in the agreement with Quaestio (in total, EUR 3.9 bn, already recognised as at 30 June 
2017); ii) recovery costs associated with the long-term servicing contract signed with JV 
Cerved/Quaestio for managing the outsourcing of the MPS Groupõs doubtful loans (EUR -170 
mln); iii) write-down of the equity investments in the Atlante Fund (EUR -30 mln, already 
recognised in the first half of the year) and in Banca Popolare di Spoleto (EUR -8 mln); iv) write-
down of the share held in the Voluntary Scheme (for a total amount of EUR -46 mln). The ratio 
of net impairment losses on loans to total Loans to Customers as at 31 December 2017 reflects a 
Provisioning Rate of 585 bps, or 172 bps net of the balance sheet and income statement effects 
of the transferred doubtful loans. 

¶ As a result of the trend of the above-mentioned economic aggregates and also considering i) the 
capital gain realised from the sale of the merchant acquiring business to CartaSi (EUR +524 mln, 
recorded in June 2017), ii) restructuring charges allocated against the early retirement 
incentives/provision for personnel (EUR -282 mln), the closure of branches (EUR -17 mln), as 
well as the expenses associated with the securitisation of doubtful loans, the overall outsourcing 
transaction of the doubtful loan collection platform and the long-term servicing for managing 
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doubtful loans by the JV Cerved/Quaestio (totalling EUR -32 mln), and iii) the partial 
reassessment of DTAs from tax losses (EUR +572 mln), accrued but not recognised in previous 
years, induced by the recent regulatory measure which ordered the reduction in the ACE benefit 
(refer to article 7 of Law Decree no. 50 of 24 April 2017), the Group recorded a loss of EUR 
3,502 mln as at 31 December 2017, compared to a loss of EUR 3,241 mln in 2016. 

¶ Total Funding at the end of December 2017 amounted to approximately EUR 194 bn with a 
decline in volumes of about EUR 9.1 bn compared to 31 December 2016, owing mainly to the 
decrease in the direct component, which was impacted by the effects of the burden sharing 
transaction on the bond component and the decrease in repurchase agreements with institutional 
counterparties. 

¶ As at 31 December 2017, Loans to Customers amounted to EUR 86.5 bn, down EUR 20.2 bn 
compared to 31 December 2016. The decline in the aggregate posted for the year was concentrated 
on repurchase agreements with institutional counterparties and the non-performing loan segment 
due to both higher impairments recognised at the beginning of the year on the loans to be 
transferred following the adjustment to their recoverable value as well as the reclassification of 
transferred loans to balance sheet item òOther assetsó (item 150 òNon-current assets and groups of 
assets held for sale and discontinued operationsó).  

¶ The Groupõs net exposure to non-performing loans, included in item 70 òLoans to Customersó 
stood at EUR 10.4 bn at the end of December 2017 (EUR -10.0 bn since the beginning of the year 
as a result of the trends described above). Including the transferred portfolio, the value stood at 
EUR 14.8 bn (EUR -5.5 bn since the beginning of the year), with a decline in the share of net 
doubtful loans (from 9.7% in December 2016 to 8.3% as at 31 December 2017), unlikely to pay 
positions (from 8.5% in December 2016 to 7.6% as at 31 December 2017), and past due exposures 
(from 0.8% in December 2016 to 0.4% as at 31 December 2017), The percentage of coverage of 
non-performing loans, including the transferred portfolio, came to 67.2%, up by more than 1,000 
bps compared to 31 December 2016 (on the other hand, the coverage percentage, net of this 
portfolio, would have been 50.5%, a decline of 510 bps compared to December 2016). The increase 
in coverage is linked primarily to impairment losses on loans within the transferred portfolio of 
roughly EUR -3.9 bn. The coverage of doubtful loans rose from 64.8% in December 2016 to 
77.2% in December 2017 (64.8% net of that portfolio).  

¶ With regard to capital ratios, as at 31 December 2017 the Common Equity Tier 1 Ratio stood at 
14.8% (8.2% at the end of 2016) and the Total Capital Ratio at 15.0%, compared to 10.4% 
recorded at the end of December 2016. 

¶ As at 31 December 2017, the operational liquidity position showed an unencumbered 
Counterbalancing Capacity of EUR 21.1 bn, up considerably (approximately EUR +14.2 bn) 
compared with the same figure as at 31 December 2016. This trend can be attributed to the 
improvement in commercial liquidity (increase in direct funding and simultaneous reduction in 
loans), government-backed bond issues carried out in the first quarter of 2017 (pursuant to Law 
Decree no. 23/2016), which made it possible to reduce exposure to the ECB, and the increase in 
cash deriving from the portion of the share capital increase subscribed by the MEF. 
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Group overview 

The Montepaschi Group is the banking hub led by Banca Monte dei Paschi di Siena, which does 
business primarily in Italy, mainly providing traditional retail & commercial banking services. 

The Group is also active through its specialised product companies in business areas such as leasing, 
factoring, corporate finance and investment banking. The insurance-pension sector is covered by a 
strategic partnership with AXA while asset management activities are based on the offer of investment 
products of independent third parties. 

The Group combines traditional services offered through the network of branches and specialised 
centres with an innovative self-service and digital services system enhanced by the skills of the Banca 
Widiba financial advisor network. 

Foreign banking operations are focused on supporting the internationalisation processes of corporate 
clients in all major foreign financial markets. 

 

COMPANY  ACTIVITIES  

  

 

Banca Monte dei Paschi di Siena and its subsidiaries operate in the different segments of the 
banking and financial industry, with activities ranging from traditional banking to special 
purpose loans, assets under management, bancassurance and investment banking. The Bank 
performs functions of direction, coordination and control over the Groupõs companies, as 
part of the more general guidelines set out by the Board of Directors in compliance with the 
instructions provided by the Bank of Italy in the interest of the Banking Groupõs stability. 

 

Monte Paschi Fiduciaria aims to satisfy the needs of individuals and legal entities wishing to 
have their assets managed with the utmost confidentiality. Monte Paschi Fiduciaria may take 
on the custody of assets in its capacity as a trustee and act as a protector in trusts.  

 

MPS Capital Services Banca per le Imprese provides customers with solutions to financial and 
credit issues, focusing its business on medium-long term credit facilities, special-purpose 
loans, corporate finance, capital markets and structured finance. 

 

MPS Leasing & Factoring is the Group bank specialised in developing an offer of integrated 
leasing and factoring packages for businesses, artisans and professionals. 

 

Widiba (WIse-DIalog-Banking) is the Groupõs direct bank that integrates a self-service offer 
with the competencies of MPSõs financial advisor network. 

 

Consorzio Operativo is the centre for the development and management of ICT and 
telecommunication systems. 

 

 

Monte Paschi Banque SA and Banca Monte Paschi Belgio SA are the Groupõs banks that 
support commercial trade and investments of Italian companies abroad. 

  

http://www.mpscapitalservices.it/
http://www.mpslf.it/
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Shareholders 

As at 31 December 2017, the share capital of BMPS is equal to EUR 10,328,618,260.14 and is broken 
down into 1,140,290,072 ordinary shares, of which 36,280,748 treasury shares. 

According to the communications received pursuant to the applicable legislation and based on other 
information available, the entities that, as at 31 December 2017, directly and/or indirectly hold 
ordinary shares representing a shareholding exceeding 3% of the share capital of the Issuer and which 
do not fall under the cases of exemption set forth in art. 119-bis of the Issuersõ Regulations, as well as 
on the basis of what is set forth on the Consob institutional website, are as follows: 

 

 

 

The percentage of share capital held by MEF increased from 4.024% in December 2016 to the current 
68.247%, following the conclusion of the òprecautionary recapitalisationó procedure required of the 
Bank by the European Central Bank (ECB) at the end of December 2016, and the recovery of the 
2008-2018 Upper Tier II subordinated security.  

As part of the precautionary recapitalisation, the following transactions were carried out in 2017: 

¶ burden sharing, that is, the forced conversion of all subordinated bonds issued by the Bank, for 
EUR 4,472,909,844.60, with the issue of 517,099,404 new shares, assigned on 1 August 2017;  

¶ an increase in the Bankõs share capital of EUR 3,854,215,456.30 for the subscription of 
593,869,870 shares by Ministry of Economy and Finance (MEF), concluded on 11 August.  

Following the subscription of share capital, MEFõs ownership stake passed from 4.024% to 52.184%. 

Furthermore, on 23 November, the Bank communicated that, in the name and on behalf of the MEF, 
it had acquired a portion of the ordinary shares resulting from the conversion of the ò2008-2018 
Upper Tier IIó (IT0004352586) subordinated bond and purchased as part of the partial voluntary 
public offering for exchange as envisaged in Law Decree no. 237 of 23 December 2016 (as 
subsequently amended and converted into law).  

Following this transaction, MEFõs ownership stake passed from 52.184% to 68.247%. 

 

  

Shareholder

% of Outstanding 

Ordinary 

Shares

Ministry of Economy and Finances 68.247%

Assicurazioni Generali* 4.319%

BMPS SPA 3.181%

**Treasury shares held by the MPS'Group following capital strengthening measures pursuant Law Decree n. 

237/2016  (as subsequently amended and converted into law) and the Ministerial decree of 27/07/2017 

*Share held directly and through subsidiary companies 
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Information on the BMPS share 

Share price and trends 

The year 2017 was characterised by the consolidation of economic growth, accommodating monetary 
policy, and stable inflation, despite significant geopolitical events, such as the tensions between the 
United States and North Korea, the presidential elections in France, and the secession attempt in 
Catalonia. Thus, the year closed with considerable advances in the S&P 500 and the Nikkei, +19.4% 
and 19.1% respectively. Europe also performed well, with the Milan posting the best stock exchange 
results of the year at +13.6%, followed by Frankfurt with +12.5%, Paris at +9.3%, London +7.6%, 
and Madrid +7.4%. The performance of the FTSE MIB also benefitted from trends in the FTSE IT 
Banks index, which closed 2017 with an improvement of 14.9%. 

In the 4th quarter of 2017, European stock indices posted divergent trends, with London and 
Frankfurt closing the quarter with positive results (+4.3% and +0.7%, respectively), Paris essentially 
level (-0.3%), while the others had negative performance: Madrid with -3.3% and Milan -3.7%, the 
latter heavily influenced by the performance of the Italian banking sector index, FTSE IT Banks, at -
10.5%. 

In addition, during the 4th quarter of 2017 BMPS shares were readmitted to trading, after having been 
suspended for most of the year, following Consob Resolutions nos. 19833 and 19840 of 22 and 23 
December 2016, respectively, which mandated the suspension until a proper disclosure framework had 
been restored for the securities issued and guaranteed by the Bank. With Resolution no. 20167 of 24 
October 2017, Consob decided to readmit the shares for listing effective 25 October 2017.  
The BMPS share, which closed the day at EUR 15.08 on 22 December 2016, opened trading on 25 
October at EUR 4.10 and closed at EUR 4.55. During the 2017 trading period, the security posted 
performance of -14%, (closing the year at EUR 3.91), with an average daily trading volume of 
approximately 3.9 million shares. 

 

 
  

Average 4.06

Lowest 3.35

Highest 4.74

BMPS SHARE PRICE: STATISTICAL SUMMARY (from 25/10/2017 to 30/12/2017)
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Ratings 

The ratings assigned by the rating agencies as at 31 December 2017 are provided below: 

 

 

¶ On 23 August, the rating agency DBRS raised the long-term rating to òB (high)ó from òB 
(low)ó and the short-term rating to òR-4ó from òR-5ó, changing the outlook from ôUnder 
Review Developingõ to ôStableõ. 

¶ On 11 August, the Fitch rating agency reduced to òfó and then raised to òbó the Bankõs 
viability rating, increased the long-term rating to òBó with a òStableó outlook from òRating 
Watch Evolvingó and confirmed the short-term rating as a òBó, removing the òRating Watch 
Negativeó designation. 

¶ On 12 July, the Moodyõs rating agency increased the BCA (Baseline Credit Assessment) rating 
to òcaa1ó from òcaó and confirmed the long-term rating at òB3ó. The long-term rating 
outlook was shifted to òNegativeó from òUnder Review with Direction Uncertainó. 

  

Rating Agencies Short-term debt Outlook Long-term debt Outlook Last update

DBRS R-4 Stable B (High) Stable 23/08/17

Fitch Ratings B - B Stable 11/08/17

Moody's Investors Service NP - B3 Negative 12/07/17
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context of improving the risk culture, the internal structure of the Risk Management 
Committee was reviewed, introducing specific sessions for homogeneous segments and by 
relevant function. 

  

¶ Within the Group General Counsel Department (GGC), the reorganisation guidelines 
involved strengthening governance by having technical/specialist functions report directly to 
the GGC as well as improved focus on organisational oversight of advisory activities on legal 
and corporate matters through the following actions: 

o changing the Judicial and Criminal Assistance and Financial Advisory functions to 
report directly to the GGC 

o review the internal structure of the Legal and Corporate Area, setting up two 
competency centres that are specialised in, and focused on, legal advisory and 
corporate advisory, respectively 

o strengthening local relationships by developing the specialised legal area for 
communicating and applying strategic/operational directives 

 

¶ Within the External Affairs area, the reorganisation guidelines included the need to provide 
the Bank with a solid organisational structure that is able to ensure adequate support to top 
managers in relations with the media and local and national institutions.  
The organisational changes that resulted included the creation of the new External and 
Institutional Relations Department, with the mission of performing external relations and 
representation activities with institutions, managing top managementõs communication needs 
with the media, and monitoring content published by the media.  
 

¶ For the Chief Financial Officer (CFO), the reorganisation guidelines entailed defining a 
single governance of responsibilities within the M&A, Investor Relations, and Equity 
Investments functions, in order to maximise synergies, with a view to ensuring explicit 
directives and assessing the integration of the specialist areas that are managed.  
The organisational changes that resulted included the creation of a single Area which 
combines the responsibilities related to the Investor, M&A, and Equity Investments functions, 
integrating the responsibilities that had been previously distributed across two distinct Areas.      
To support the realisation of the Bankõs Restructuring Plan, the governance model for the 
primary change projects and the initiatives supporting transformation were revised, which was 
necessary to achieve the established objectives. 
Thus, in order to support top management and monitor the structures involved in the change 
process that has been undertaken, the Bank set up a focused and skilled responsibility centre, 
which has the appropriate tools to guide decision-making processes and facilitate the 
achievement of objectives. 
The organisational solution involved the creation of a Chief Program & Cost Officer Area, 
reporting to the CEO, which combined the responsibilities of Projects Governance that were 
previously part of the CFO, in relation to the definition and management of Plan Projects and 
monitoring these plans in terms of execution status, with a dedicated focus on monitoring the 
principal Plan initiatives, determined in order to achieve its objectives, particularly in reference 
to cost reduction measures. 

 

¶ For the Chief Lending Officer (CLO), the reorganisation guidelines provided for 
strengthening the governance model of the Loan Portfolio and the objectives of the Business 
Plan and refocusing the 2 lending business lines dedicated to execution (on the Performing 
and Non-Performing Loans, respectively), through the following primary actions, the first step 
of which was essentially divided into: 

o creation of a function dedicated to governance of the loan portfolio (Area Credit 
Portfolio Governance) into which the responsibilities for defining credit policies have 
also been merged     
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o establishment of the new Performing Loans Department and renaming of the former 
Problem Loans & Assets Department to the Non-Performing Loans Department  

o creation of Regional Credit Areas, reporting to the Performing Loans Department, 
defined as òmirroró structures and organisationally equivalent to the Regional Areas 
that maintain business oversight. At the same time, the responsibilities for evaluation 
and authorisation for foreign counterparties were transferred from the Business 
function to the Credit function. This was followed by the completion of the 
separation of the commercial and lending areas with the transfer of the authorities 
previously assigned to the Regional Business functions (Regional Areas/DTM) to the 
Regional Credit Areas. Simultaneously, in compliance with the recommendations of 
supervisory bodies, the credit authorities were reviewed at the highest levels, 
eliminating a corporate body (the Large Loans Committee) and redistributing its 
powers to the Board of Directors and the Credit and Credit Policies Committee.  

 

¶ Within the Chief Commercial Officer (CCO), the transformation that was launched with the 
review of the Departmentõs internal structures was completed with the deployment of the 
organisational change in the regions: effective from the end of March 2017, the Regional Areas 
were reduced from 8 to 6, with a redesign of the geographical perimeters and simultaneous 
reduction of the related COO and CHCO support structures for the oversight of the respective 
areas. 
 

¶ With regard to the Chief Operating Officer (COO), the reorganisation guidelines entailed the 
strengthening of the operating cost governance strategy, including through a reduction in the 
number of direct reports to the COO, focusing on the quality of operational services to customers, 
and enhancing the leading role in simplifying IT procedures through the following actions: 
 

o establishment of a strong, new responsibility centre (Organisation and Operations 
Department) that combined governance of the operating apparatus, represented by the 
oversight and development of processes and the execution of the operating activities 
carried out both internally and through outsourcing 

o integration of the responsibilities of Organisation and Demand Management, in order to 
maximise lucidity in directives, continuity and coherence in the service offered in terms of 
oversight, and development of structures, processes, and related IT solutions 

o strengthening of the organisational structure in the regions through the creation of new 
specialised oversights deriving from the separation of the organisation and human 
resources areas that had previously been combined  

o optimisation of the structure and strengthening of specialised oversight related to Security 
with the establishment of expert responsibility centres dedicated to protecting physical 
and logical security and enhancing cost oversight with the establishment of an exclusive 
competency centre reporting directly to the Head of the Purchasing and Cost 
Management function 

 

¶ For the Chief Human Capital Officer (CHCO), the reorganisation guidelines provided for the 
strengthening of the organisational structure in the regions through the creation of specialised 
oversights on human resources similar and simultaneous to the organisational change in the COO 
area. Moreover, a function was established focused on Internal Communication, separating the 
responsibilities from the technical secretariat structure.  

With respect to Network processes, actions continued to improve the quality of work, free up more 
time to be dedicated to sales activities and increase customer service quality, while reducing service 
response/provision times by streamlining òadministrativeó activities and document management costs, 
heavily oriented toward increasing digitalisation of processes.  
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Governance & control systems 

Corporate governance 

For the Bank, the relevance of corporate governance goes beyond its traditional technical meaning, i.e. 
a set of coordinated rules and structures governing relations amongst shareholders and between them 
and the directors and top management. In line with the Bankõs mission, it is seen as a tool for relations 
with all stakeholders. 

The Bankõs bodies work so as to pursue the overall proper functioning of the business. 

The Bankõs fair and transparent corporate governance system and shared Code of Ethics provide it 
with rules that ensure that the legitimate expectations of all stakeholders are incorporated within 
corporate objectives. 

The overall corporate governance system makes reference to the Corporate Governance Code of listed 
companies issued by the Italian Stock Exchange, thereby ensuring: a clear delineation of roles and 
responsibilities, the appropriate separation of powers, balanced composition of the corporate bodies, 
effective controls, monitoring of all business risks, adequacy of information flows and the companyõs 
social responsibility. 

In particular, the administration and control system includes the following: the Board of Directors, the 
Board of Statutory Auditors and the Shareholders' Meeting. In addition, there are the CEO and four 
Board committees, specifically, the Risk Committee, Appointments Committee, Remuneration 
Committee and Related-Party Transactions Committee. 

The Bankõs internal control system is meant to ensure that risks are identified, measured, managed and 
monitored in such a way so as to enable sound, proper business management in line with pre-
established objectives. 

Further information is available in the òReport on Corporate Governance and Ownership Structureó, 
available on the Bankõs website. (https://www.gruppomps.it/corporate-governance/relazioni-
corporate-governance.html) 

 

Risk governance 

Risk governance strategies are defined in line with the Group business model, medium-term 
Restructuring Plan objectives and external regulatory and legal requirements.  

Policies relating to the assumption, management, coverage, monitoring and control of risks are defined 
by the Board of Directors of the Parent Company. Specifically, the Board of Directors periodically 
defines and approves strategic risk management guidelines and quantitatively expresses the Groupõs 
overall risk appetite, in line with the annual budget and multi-year projections.  

The Parent Companyõs Board of Directors defines the overall Risk Appetite Framework (RAF) for the 
Group and approves the òGroup Risk Appetite Statementó (RAS) at least once per year. The Risk 
Control Function is specifically assigned the task of conducting the quarterly monitoring of indicators, 
drawing up a periodic report for the Board of Directors and implementing the escalation/authorisation 
processes in the event of overdrawn amounts.  

The RAS represents an essential element in defining the Groupõs risk strategy. The risk 
objectives/restrictions are identified and the indicators are broken down by Business Unit/Legal 
Entity (known as òcascading downó of the Risk Appetite). The objective is to increase the Groupõs 
Risk Culture and fully instil accountability in all relevant Business Units with regard to respect and 
pursuit of the risk appetite objectives, as required by the regulations and recommended by best 
practices.  

The overall RAF system is broken down in terms of the Groupõs main Business Units and Legal 

https://www.gruppomps.it/corporate-governance/relazioni-corporate-governance.html
https://www.gruppomps.it/corporate-governance/relazioni-corporate-governance.html
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Entities, also in terms of operating limits for the various business areas, and formalised in governance 
policies and processes for the management of the various corporate risks. 

The Risk Appetite Process is structured so as to ensure consistency with the ICAAP and ILAAP as 
well as with Planning and Budget and Recovery processes, in terms of governance, roles, 
responsibilities, metrics, stress testing methods and monitoring of key risk indicators. 

Group Risk governance is provided centrally by the Parent Companyõs Board of Directors, which also 
supervises and is responsible for the updating and issue of internal policies and regulations in order to 
promote and guarantee a continuously greater and more widespread risk culture at all levels of the 
organisation. Awareness of risks and the correct knowledge and application of the internal processes 
and models governing those risks - especially for those validated for regulatory purposes - are 
fundamental requirements for effective, sound and prudent business management. 

The incorporation of macro risk and risk-adjusted performance indicators, consistent with the RAF, 
within staff remuneration and incentive policies represents an additional tool to promote awareness of 
the conduct of all resources and the cultivation of a healthy risk culture. 

During 2017, internal initiatives proceeded to ensure continued compliance with national and 
international regulatory provisions. With regard to risk management, reference internal regulations 
were updated for the management of Banking Book Interest Rate Risk, Credit Risk, Market Risk, as 
well as for the processes of ICAAP, ILAAP and Internal Validation.   

In addition, the ICAAP and ILAAP packages were sent to the Regulator in accordance with the ECBõs 
regulatory prescriptions regarding the òTechnical implementation of the EBA Guidelines on 
ICAAP/ILAAP information for SREP Purposesó.  

Initiatives designed to strengthen Group Governance in the area of risk reporting were activated, in 
order to ensure compliance with the instructions from the Basel Committee on Banking Supervision 
(BCBS Paper no. 239), which requires systemically important banks to adopt a series of standards to 
guarantee accurate aggregation of risk data and an efficient reporting process, with the launch of a 
dedicated project that also resulted in the publication of the òGroup Directive on Integrated Risk 
Reportingó. 

In reference to the Groupõs Risk Culture, in addition to pursuing initiatives regarding corporate bodies 
(board induction cycles on specific issues), general training programmes (on-line courses) were also 
launched during the year for all personnel in the areas of risk management and mitigation, as well as 
other classroom training sessions. 

The Montepaschi Group is one of the Italian banks subject to the ECBõs Single Supervisory 
Mechanism. 

Compliance systems 

Within the broader internal control system, the Compliance Function of the Parent Company 
autonomously and independently governs non-compliance risk at Group level, periodically reporting to 
business top management and supervisory authorities on the overall status of compliance of systems, 
processes, and operations.  

In 2017, a specific òCompliance Function Reinforcement Planó was implemented, aimed at satisfying 
the concerns identified by the European Central Bank. This plan involved a general revision of the 
organisational model adopted, with: 

¶ centralisation in the Parent Company of the compliance functions of the Italian subsidiaries and 
review of the information flows with banks and foreign branches;  

¶ replacement of the òdistributed Compliance Modeló, by centralising the operating activities 
previously assigned to the Specialised Compliance Controls within the BMPS Compliance 
Function, at the same time strengthening oversight on the 2 remaining Specialised Controls (Tax 
Compliance and Workplace Health and Safety). 
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¶ definition of a specific òCollaboration Protocoló between the Compliance and Internal Audit 
functions and the review of the entire regulatory framework for Compliance. 

Additional initiatives were completed in 2017, particularly in matters related to: 

¶ ICT compliance measures (Bank of Italy Circular no. 285) and combating international tax 
evasion (FATCA/CRS); 

¶ banking transparency, with the conclusion of planned interventions on the plan sent to Bank of 
Italy in 2013; 

¶ usury, adapting control procedures to the new Supervisory Instructions from Bank of Italy issued 
in 2016; 

¶ protection of personal information, to improve the system for tracing banking transactions 
carried out by employees; 

¶ payment systems, adapting to measures included in the new provisions of European Directive 
(PSD2), in effect from January 2018; 

¶ investment services, with the definition and implementation of actions necessary to comply with 
the PRIIPs Regulation, MiFID II Directive, and MiFIR Regulation, effective from January 2018. 

 

Executive Remuneration Policy 

The Groupõs remuneration and incentive policies are described every year in the òRemuneration 
Reportó, prepared under Article 123-ter of the Consolidated Law on Finance and subject to approval 
by the Shareholders' Meeting. 

(https://www.gruppomps.it/corporate-governance/remunerazione.html)  

 

The enhancement of professional skills and taking management decisions aimed at long-term value 
creation reflect a corporate culture based on the ethics of responsibility, a strong sense of belonging 
and continuous focus on human capital growth, in compliance with prudent risk management policies. 
Thus, the Group approved a specific structured management plan so that the passage from business 
strategies to results is guaranteed, including through initiatives launched to ensure a continuous process 
of employee engagement, merit recognition, opportunities for professional growth, and a distinct and 
distributed leadership based on measurement of performance and responsibilities fulfilled. In 
particular, the distinctive element for managerial levels is the weighting of the business position (grade) 
based on its true effect on the business. 
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Distribution channels 

The Group operates with a view to developing and rationalising its distribution network, by combining 
regional coverage with the strengthening of innovative channels. 

Traditional domestic branches are supported by specialist sales centres, which oversee relations with 
and the specific management of particular customer segments (e.g. SMEs, Private individuals, 
Institutions, etc.) and by 606 Financial Advisors (-22 compared to 31 December 2016) that carry out 
their activities by making use of the offices open to the public that are distributed nationwide (up by 1 
compared to 31 December 2016). 

 

The Italy Network  has 1,745 branches registered by the Supervisory Body at the end of 2017, a 
reduction of 287 operating units compared to 31 December 20161, in implementation of the initiatives 
laid out in the Restructuring Plan (-115 operating units in the last quarter). 

The Group also relies on 233 Specialised Centres (-18 compared to 31 December 2016), of which 
154 dedicated to Corporate and Institutions and 79 to Private customers.  

                                                      

1 Spin-offs of branches with subsequent closure. 

SME Corporate Private Top Private Istitutions
Corporate 

Top
Tot. Inc.

Emilia Romagna 115 6,6% 7 7 5 19 8,2% 7 6,1%

Friuli Venezia Giulia 47 2,7% 3 2 2 7 3,0% 3 2,6%

Liguria 21 1,2% 2 1 1 4 1,7% 4 3,5%

Lombardia 247 14,2% 7 3 1 9 6 26 11,2% 10 8,7%

Piemonte 41 2,3% 3 2 2 7 3,0% 2 1,7%

Trentino Alto Adige 3 0,2%

Valle d'Aosta 4 0,2%

Veneto 230 13,2% 14 1 1 8 7 31 13,3% 5 4,3%

Northern Italy 708 40,6% 36 4 2 29 23 94 40,3% 31 27,0%

Abruzzo 38 2,2% 3 2 2 7 3,0% 3 2,6%

Lazio 151 8,7% 8 1 7 5 21 9,0% 15 13,0%

Marche 45 2,6% 4 2 2 8 3,4% 4 3,5%

Molise 8 0,5% 1 1 0,4% 1 0,9%

Toscana 363 20,8% 17 1 2 17 10 47 20,2% 8 7,0%

Umbria 45 2,6% 2 2 4 1,7% 4 3,5%

Central Italy 650 37,2% 33 3 3 30 19 88 37,8% 35 30,4%

Basilicata 10 0,6% 1 1 0,4% 2 1,7%

Calabria 45 2,6% 2 2 4 1,7% 3 2,6%

Campania 97 5,6% 5 1 1 4 3 14 6,0% 20 17,4%

Puglia 104 6,0% 6 5 4 15 6,4% 16 13,9%

Sardegna 14 0,8% 1 1 1 3 1,3% 2 1,7%

Sicilia 117 6,7% 4 1 4 5 14 6,0% 6 5,2%

Southern Italy and 

island
387 22,2% 18 2 1 14 16 51 21,9% 49 42,6%

Total 1.745 100,0% 87 9 6 73 58 233 100,0% 115 100,0%

(*) as reported to the Bank of Italy

(**)of which n. 23 reported to the Bank of Italy as Office not having the same location of the branch.

Inc. Inc.Region

Financial 

Advisory 

Offices

MONTEPASCHI GROUP - DISTRIBUTION NETWORK AS AT 31/12/2017

Domestic 

branches(*)

Client Centres(**)
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The Groupõs ATM  network comprises a total of 2,954 machines (+86 compared to 31 December 
2016), of which 2,539 coinciding with traditional branches (2,081 of these are located in premises with 
an independent entrance also accessible outside of branch hours) and 415 installed in public places 
with high operational potential, of which 153 in institutions/companies. There are 973 ATM machines 
with cash-in functions, of which 549 located in self-service areas and 424 inside branches. The increase 
in the ATM network is concentrated in the last quarter of 2017 (+213 machines), specifically with 
regard to òcash in - cash outó ATMs, in line with the provisions of the project to revise the Retail 
business model, aimed at reinforcing the use of remote channels and optimising service lines. 

The Group has an international presence with a Foreign Network, geographically distributed in the 
main financial and economic markets, as well as in the emerging countries with the highest growth 
rates and/or key relations with Italy, currently structured as follows: 4 operational branches (London, 
New York, Hong Kong and Shanghai), 10 representative offices located in various òtarget areasó 
(EU, Central-Eastern Europe, North Africa, India and China), 2 banks under foreign law (MP Belgio 
with 7 branches in Belgium and MP Banque with 14 branches in France). 

In addition to its presence across the country, the Parent Company offers banking services to 
customers through electronic channels, through Integrated Multichannel products for Retail and 
Corporate customers. As at 31 December 2017, there were a total of 2,040,214 agreements relating to 
electronic services, corresponding to 1,059,363 active users (+13,783 compared to 31 December 2016). 
Active customers of Retail Multichannel services numbered 969,693 (relating to 1,875,195 agreements) 
while Corporate customers totalled 89,670 (for 165,019 agreements). 
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Reference context 

During 2017, the global economy transitioned to a scenario of robust growth.  Growth in GDP in the 
principal regions was close to potential levels, estimated at 2.3% in the U.S. (from 1.5% in 2016), to 
2.3% in the Euro zone (from 1.8%) and 1.7% in Japan (from 1%).  Stronger growth and the associated 
improvement in the labour market that was evident in all regions did not, however, result in the 
expected increases in wages and prices.  After the acceleration in 2016 and the early months of 2017, 
inflation posted a new decline, closing the year below 2% in the U.S. (core consumption deflator) and 
under 1% in the Euro zone (harmonised core index).  

However, the absence of inflation did not stop the Fed and the ECB from beginning the gradual 
process to withdraw the accommodating monetary policy that has characterised the post-crisis period.  
In this matter, the two most important events were the launch in October of the reduction in the Fedõs 
balance sheet, by partially reinvesting the proceeds from bonds held in the portfolio, and the 
announcement by the ECB in the same month of a reduction in monthly purchases to EUR 30,000 
million from January to September of 2018.  The Fed also raised official rates three times, bringing the 
Fed Funds range to 1.25-1.50%.   

2017 was marked by a very intense political calendar in Europe, with elections in the Netherlands, 
France, and Germany. In particular, the French presidential elections in April produced a result that 
was seen as positive by financial markets and favourable for the prospects of the European Union.  
With regard to Brexit, early elections in the UK weakened Prime Minister May's position in 
negotiations with the European Union that began on 19 June. In the US, the dominant theme was the 
first year of the Trump administration, whose main economic policy result was the tax reform initiative 
at the end of the year.   

Within a highly favourable global macro-environment, the Italian economy recorded growth, which 
should be around 1.5% on average for the year, much higher than expected at the start of the year.  
This result was driven by household consumption and new vitality in investments, which benefited 
from a series of specific fiscal measures.  A more favourable cyclical environment makes it highly 
probable that the public finance objective of a 2.1% deficit/GDP ratio will be achieved, an objective 
that includes a reasonable amount of flexibility negotiated with the European Commission.  In Italy, as 
in other major countries, inflation trends, although recovering, have been very weak, with a 
harmonised index that ended 2017 at an average of 1.3%, after the slightly negative change recorded in 
2016 (-0.1%). On the political front, the last months of 2017 saw the beginning of the new electoral 
law and, at the end of the year, the dissolution of Parliament. Elections were scheduled for 4 March 
2018.  

In financial markets, 2017 was an extremely positive year for investors.  The major equity indices 
recorded gains between 10% for the Euro Stoxx and 19% for the S&P 500 and Nikkei.  In this 
context, the FTSE MIB rose by 13.6%.  The combination of accelerating growth, weak inflation, and 
monetary policies that were still accommodating generated government bond yields that were in a 
relatively narrow range.  In particular, the ten-year BTP fluctuated between 1.65% and 2.35%, closing 
the year at the mid-point of this range, around 2%.   

  



29 Consolidated Report on Operations 

   

 

BANCA MONTE DEI PASCHI DI SIENA 

Significant events in 2017 

On 20 January 2017, the Parent Company announced that it had received a decree from the Ministry 
of Economy and Finance granting the government guarantee to back its access to liquidity pursuant to 
Law Decree no. 237/2016 and that it had promptly initiated activities in preparation for the issue of 
government backed securities. 

On 25 January 2017, the Parent Company completed two issues of government-backed securities 
pursuant to Law Decree no. 237/2016, for a total of EUR 7 bn: the first issue matures on 20/1/2018, 
with a 0.5% coupon and a nominal amount of EUR 3 bn, whereas the second matures on 25/1/2020, 
with a 0.75% coupon and a nominal amount of EUR 4 bn. The securities, backed by the government 
guarantee pursuant to Law Decree no. 237/2016, were subscribed in full by the issuer and in part sold 
on the market and in part used as collateral in funding transactions or collateral swaps. On 31 January 
2017 the rating agency DBRS rated the two government-backed securities issued on 25 January 2017 
pursuant to Law Decree no. 237/2016. With regard to the òBanca Monte dei Paschi di Siena S.p.A. 
360 giorni 0,50% 20.01.2018 con garanzia dello Stato - ISIN IT0005240491ó issue, DBRS assigned a 
short-term rating of R-1 (low). With regard to the òBanca Monte dei Paschi di Siena S.p.A. 0,75% 
25.01.2020 con garanzia dello Stato - ISIN IT0005240509ó issue, DBRS assigned a long-term rating of 
BBB (high). The trend for both issues was assessed as òStableó. Considering the unconditional and 
irrevocable guarantee of the Italian government, the ratings and trend are aligned with those of the 
Italian Republic. 

On 3 February 2017, the Parent Company announced that it reached a binding agreement with 
Istituto Centrale delle Banche Popolari Italiane S.p.A (òICBPIó), a national and international leader in 
the management of payment services, for the sale of assets relating to the òMerchant Acquiringó 
business unit based on an enterprise value of EUR 520 million. As part of this transaction, BMPS and 
ICBPI, through its subsidiary CartaSì S.p.A., will enter into a ten-year partnership for the development 
and placement of payment products and services for current and future customers of the Group, 
through the MPS Groupõs distribution network. The closing of the transaction is subject to the 
satisfaction of certain standard conditions precedent for transactions of this type, including the 
obligatory completion of the trade union procedure established by law and the contract and obtaining 
authorisation from the Bank of Italy and the antitrust authorities. 

On 6 February 2017, Fitch Ratings rated the two government-backed securities issued by the Bank on 
25 January 2017 pursuant to Law Decree no. 237/2016. In particular, with regard to the òBanca Monte 
dei Paschi di Siena S.p.A. 360 giorni 0,50% 20.01.2018 con garanzia dello Stato - ISIN IT0005240491ó 
issue, Fitch assigned a short-term rating of F2. With regard to the òBanca Monte dei Paschi di Siena 
S.p.A. 0,75% 25.01.2020 con garanzia dello Stato - ISIN IT0005240509ó issue, Fitch assigned a long-
term rating of BBB+. Considering the unconditional and irrevocable guarantee of the Italian 
government, the ratings are aligned with those of the Italian Republic. In February, the above-
mentioned securities were used in full in sales transactions in the market and as collateral to back 
funding transactions. 

On 17 February 2017, Law Decree no. 237 of 23 December 2016 was converted into law, with the 
main changes regarding the rules on deferred tax assets (DTAs), the amendment of conditions 
concerning the recovery of the subordinated Upper Tier II 2008-2018 security and the value of shares 
necessary to calculate the price of the shares to be attributed to the holders of the instruments and 
loans. 

On 28 February 2017, with reference to the planned transaction for the outsourcing of Banca Monte 
dei Paschi di Siena S.p.A.õs doubtful loans platform (the òJuliet Projectó), pursuant to the binding offer 
submitted by Cerved Group S.p.A. on 13 November 2016 and already subject to the previous 
communication of 14 November 2016, Cerved Information Solutions S.p.A. (MTA: CERV) the 
holding company heading up the Cerved Group and a leader in Italy in credit risk analysis and credit 
management, and Banca Monte dei Paschi di Siena S.p.A. announce that (i.) the conditions precedent 
set forth in the agreement for the completion of the Juliet Project were not fulfilled by the established 
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deadline of 28 February 2017 and, therefore, the agreement relating to that project should be 
considered void, and (ii.) Cerved Information Solutions S.p.A. expressed its willingness to extend the 
above-mentioned deadline to 30 June 2017. In this context, Cerved Information Solutions S.p.A. and 
Banca Monte dei Paschi di Siena S.p.A. note, in any case, that discussions are ongoing between the 
parties to explore alternative business partnership forms within the doubtful loan management sector. 

On 9 March 2017, the Board approved a preliminary proposal for the Restructuring Plan, which was 
sent to the competent authority to start discussions to finalise the plan and obtain approval from the 
Authority. 

On 15 March 2017, the Parent Company issued a government-backed security pursuant to Law 
Decree no. 237/2016, as amended by conversion law no. 15/2017, with the following characteristics: 
nominal amount of EUR 4 bn, maturity of 15/3/2020, 0.75% coupon (ISIN IT0005246423). The 
security, backed by the government guarantee pursuant to Law Decree no. 237/2016, as subsequently 
amended by conversion law no. 15/2017, was subscribed in full by the issuer and was subsequently in 
part sold on the market and in part used as collateral in funding transactions or collateral swaps. The 
issue joins the two already carried out on 25 January for a total amount of EUR 7 billion. On the same 
date of 15 March, Fitch Ratings rated the government-backed security issued by the Bank. In 
particular, with regard to the òBanca Monte dei Paschi di Siena S.p.A. 0,75% 15.03.2020 con garanzia 
dello Stato - ISIN IT0005246423ó issue, Fitch assigned a long-term rating of BBB+. Subsequently, on 
17 March 2017, DBRS assigned the same security a rating of BBB (high). Considering the 
unconditional and irrevocable guarantee of the Italian government, the rating is aligned with that of the 
Italian Republic. 

On 12 April 2017, the Board of Directors of Banca Monte dei Paschi di Siena S.p.A. appointed 
Independent Director Massimo Egidi as the new member of the Risk Committee. The Risk Committee 
therefore consists of the following members: Roberto Isolani (Chairman), Stefania Bariatti, Daniele 
Bonvicini, Antonino Turicchi and Massimo Egidi. 

On 24 April 2017, Law Decree no. 50 was approved (published in Official Gazette no. 95 of 24 April 
2017 - O.S. no. 20), which as of 2017 amended the regulation underlying the ACE (Support to 
Economic Growth) deduction. Article 7 of the final version of Law Decree no. 50, after the 
amendments to the original text made during the process of conversion into Law (cf. Law no. 96 of 
24/06/2017), establishes - effective as of the 2017 tax period - a reduction in the rate (notional return) 
to be applied to increases in own capital relevant for the purposes of the ACE benefit (substantially 
those realised from 2011 and thereafter). Concretely, the ACE benefit rate for 2017 declines from 
2.3% to 1.6% and, when fully implemented, for the subsequent years, from 2.7% to 1.5%; therefore, 
with respect to the regulations previously in force, the rate reduction will decrease the amount of 
deductions from taxable income for 2017 and subsequent years, downsizing the effect of the fiscal 
benefit in question. Aside from this effect, the regulatory amendment in question also had significant 
impacts on the probability test and therefore on the ability to recognise DTAs for the MPS Group. 
Indeed, on a forward-looking basis, the lower ACE deductions will reduce the absorption of future 
taxable income which may be allocated to a greater extent to offsetting previous tax losses.  

 

On 26 June 2017, a binding agreement was entered into with the Atlante Fund (managed by Quaestio 
Capital Management SGR S.p.A.) for the acquisition of 95% of the junior and mezzanine notes as part 
of the assignment of doubtful loans (for further details, please refer to the section òThe doubtful loan 
disposal transactionó).  

 

On 30 June 2017, the sale to CartaSi S.p.A. (òCartaSió), a subsidiary of Istituto Centrale delle Banche 
Popolari Italiane S.p.A (òICBPIó), a national and international leader in the management of payment 
services, of the BMPS assets relating to the merchant acquiring business unit was completed for 
consideration of EUR 536 mln. This transaction, announced on 3 February, also envisages a ten-year 
commercial partnership between the Group and CartaSì for the development and placement, through 
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the Groupõs distribution network, of payment products and services for current and future customers 
of the Group. 

The sale to ICBPI of the stakes of 11.74% in Bassilichi S.p.A. and 10.13% in Consorzio Triveneto 
S.p.A. held by the Parent Company was completed on 3 July.  

On 4 July 2017, the European Commission announced that it had approved the Groupõs 2017-2021 
Restructuring Plan (the òRestructuring Planó) to allow for the precautionary recapitalisation pursuant 
to Law Decree no. 237/2016, as converted and subsequently amended (the òPrecautionary 
Recapitalisationó and òDecree 237ó), of the Bank in line with the regulations of the European Union 
(òEUó).  

On 12 July 2017, the Moodyõs rating agency increased the individual rating of the Parent Company 
(Baseline Credit Assessment ð BCA) to òcaa1ó from òcaó and confirmed the long-term rating at òB3ó. 

On 28 July 2017, as part of the procedure for the capital strengthening of the Parent Company, the 
decrees of the Ministry of Economy and Finance were published in the Official Gazette of the Italian 
Republic pursuant to Law Decree no. 237/2016, as converted and subsequently amended (òDecree 
237ó), ordering the application of the Burden Sharing measure, pursuant to art. 22, paragraphs 2 and 4 
of Decree 237 (the òBurden Sharing Decreeó) and the share capital increase of the Bank servicing the 
subscription of shares by the MEF (the òPrecautionary Recapitalisationó, the òRecapitalisation Decreeó 
and the òBMPS Shares reserved to the MEFó, respectively).  
As part of the Burden Sharing, in compliance with what is set forth in art. 23, paragraph 3 of Decree 
237, as well as art. 2 of the Burden Sharing Decree, on 1 August 2017 the financial instruments 
specified below were converted into ordinary shares of the Bank newly issued at the unit price of EUR 
8.65 (the òBurden Sharing Sharesó):  

¶ IT0004352586  

¶ XS0122238115  

¶ XS0131739236  

¶ XS0121342827  

¶ XS0180906439  

¶ XS0236480322  

¶ XS0238916620  

¶ XS0391999801  

¶ XS0415922730  

¶ XS0503326083  

¶ XS0540544912  
 
For further details, please refer to the press release published on the website www.mps.it on the same 
date.  

On 2 August 2017, the Parent Company announced that it had reached a binding agreement with 
Cerved Group S.p.A. (òCervedó) and Quaestio Holding SA (òQuaestioó) concerning the outsourcing 
of its doubtful loans platform. The transaction envisages the consolidation of the platform to a vehicle 
company specifically established by Banca MPS, which would subsequently be transferred to Cerved 
and Quaestio, through the subscription of a long-term servicing agreement between the vehicle 
company and the Groupõs Italian banks for the management of future cash flows of doubtful loans. 
The servicing agreement does not include loans classified as doubtful as at 31 December 2016 and 
subject to the disposal plan for a total of EUR 28.6 bn. The platform outsourcing transaction 
represents one of the actions included within the Banca MPS Restructuring Plan and is intended to 
improve debt collection performance by virtue of an industrial partnership with an important operator 
specialised in the management of doubtful loans, which is capable of guaranteeing high quality 
standards aligned with best market practices. The consideration for the equity investment is EUR 52.5 
mln, in addition to a possible earn out of up to EUR 33.8 mln, based on the achievement of economic 
results in the timespan until 2025. The closing of the transaction, expected to take place by the end of 
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the first quarter of 2018, is subject to the approval of the supervisory authority as well as the 
completion of the precautionary recapitalisation procedure set forth in the Restructuring Plan and the 
securitisation of the doubtful loans of BMPS, with the subscription of mezzanine notes by funds 
managed by Quaestio.  

On 3 August 2017, an agreement was signed between the Group and the trade unions with regard to 
the òSolidarity Fund for professional retraining and requalification, for the support of employment and 
the income of credit personneló, for the exit, as at 1 November 2017, of a further 1,200 resources in 
addition to the 600 exits already completed as at 1 May 2017. The exit of these resources is in line with 
the targets of the Restructuring Plan, which requires, inter alia, a headcount reduction across all of the 
Groupõs organisational structures by around 5,500 resources, to be carried out primarily through exit 
support measures (roughly 4,800 through the activation of the òSolidarity Fundó). 

On 10 August 2017, pursuant to art. 85-bis of the Issuersõ Regulations, the new composition of the 
Parent Companyõs share capital was announced, as a result of the share capital increase which took 
place due to the issue on 27 July 2017 of the decrees of the Ministry of Economy and Finance 
(hereinafter, òMEFó) relating to òCapital strengthening initiatives of Banca Monte dei Paschi di Siena, 
pursuant to art. 18, paragraph 2 of Law Decree no. 237 of 23 December 2016 converted, with 
amendments, by Law no. 15 of 17 February 2017ó and òCapital strengthening initiatives of Banca 
Monte dei Paschi di Siena, pursuant to art. 18, paragraph 3 of Law Decree no. 237 of 23 December 
2016 converted, with amendments, by Law no. 15 of 17 February 2017ó, published in Official Gazette 
no. 175 on 28 July 2017. The share capital increase was completed on 11 August when it was recorded 
in the Companiesõ Register. 

On 11 August 2017, the Fitch rating agency raised the long-term rating of the Parent Company to òBó 
from òB-ó and the individual rating to òbó from òcó, changing the outlook from òRating Watch 
Evolvingó to òStableó. 

On 23 August 2017, the rating agency DBRS raised the long-term rating of the Parent Company to òB 
(high)ó from òB (low)ó and the short-term rating to òR-4ó from òR-5ó, changing the outlook from 
ôUnder Review Developingõ to ôStableõ.  

On 11 October 2017, the Parent Company and Compass, the consumer credit company of the 
Mediobanca Group, renewed the long-term partnership for the distribution of Compass loans in the 
over 1,800 branches of Siena-based banking group. After the success of the first three years of this 
collaboration, the new agreement between the Companies strengthens the commercial offering. 
Starting from the new year, aside from loans, the salary/pension-backed loan product will be available 
throughout the country with the collaboration of Futuro S.p.A., the Compass subsidiary specialised in 
this type of lending. 

On 24 October 2017, Consob approved the document relating to the Partial Voluntary Public 
Offering for Exchange and Settlement (the òOffer Documentó) for the holders of ordinary shares of 
the Bank (ISIN IT0005276776) resulting from the conversion - following the application of the new 
burden sharing measures pursuant to article 22, paragraph 2 of Law Decree no. 237 of 23 December 
2016 (as converted with amendments by Law no. 15 of 17 February 2017 as amended) - of the 
subordinated bond loan named òû2.160.558.000 Tasso variabile Subordinato Upper Tier II 2008 - 
2018ó (ISIN IT0004352586) (the òOfferingó). 

Also on 24 October 2017, Consob also issued its judgement of equivalences, pursuant to article 34-ter, 
paragraph 1, letter j) of the regulation it adopted with resolution no. 11971 of 14 May 1999, as 
amended (the òIssuersõ Regulationsó), in relation to the information requirements concerning the 
senior debt securities offered in exchange by BMPS as part of the Offering.  

Also on the same date, Consob approved the Registration Document relating to the Issuer (the 
òRegistration Documentó) and the Information Note (the òInformation Noteó) and Summary Note 
(the òSummary Noteó) relating to the admission to listing on the Mercato Telematico Azionario 
market organised and managed by Borsa Italiana S.p.A. (the òMTAó) of ordinary shares of the Bank 
(the òNew Sharesó). In particular, the New Shares were issued (a) on 1 August 2017 following the 
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adoption of burden sharing measures pursuant to article 22, paragraph 1 of Law Decree 237/2016, 
converted with amendments by Law no. 15 of 17 February 2017 as amended by Law no. 121 of 31 July 
2017 (òDecree 237ó) and the relative Ministerial Decree published in the Official Gazette on 28 July 
2017 (the òBurden Sharing Sharesó) and (b) on 3 August 2017, following the share capital increase 
subscribed by the Ministry of Economy and Finance (the òShare Capital Increase reserved to the 
MEFó and the òMEFó, respectively) pursuant to art. 18 of Decree 237 and the relative Ministerial 
Decree published in the Official Gazette on 28 July 2017. The Registration Document, the 
Information Note and the Summary Note constitute the prospectus - prepared in a three-part format - 
for the listing of the New Shares (the òProspectusó).  

Finally, on 24 October, Consob, with resolution no. 20167, also ordered the Revocation of Resolution 
19840 of 23 December 2016 relating to the temporary suspension of trading in regulated markets, 
multilateral trading facilities and the Italian systematic internalisers relating to the securities issued or 
guaranteed by the Parent Company and the financial instruments with securities issued by the Parent 
Company as the underlying assets.  

On 25 October 2017, the MPS security was readmitted to trading on the MTA. 

On 30 October 2017, the Parent Company announced that the decree of the Ministry of Economy 
and Finance had been issued relating to the acquisition by that Ministry of the shares subject to partial 
voluntary public offering for exchange and settlement of BMPS intended for the holders of ordinary 
shares of the Bank (ISIN IT0005276776) resulting from the conversion - following the application of 
the burden sharing measures pursuant to article 22, paragraph 2 of Law Decree no. 237 of 23 
December 2016 (as converted with amendments by Law no. 15 of 17 February 2017 as amended) - of 
the subordinated bond loan named òû2.160.558.000 Tasso variabile Subordinato Upper Tier II 2008 - 
2018ó. 

The period for acceptance of the Offering began at 8:30 a.m. on 31 October 2017 and ended at 4:30 
p.m. on 20 November 2017 (inclusive). The Offering was settled on 24 November 2017 (the 
òExchange Dateó). For more information on the terms and conditions of the Offering, please refer to 
the offer document available on the website www.gruppomps.it. 

On 23 November 2017, the Parent Company communicated the final results of the Partial Voluntary 
Public Offering for Exchange and Settlement for holders of the Bankõs ordinary shares (ISIN 
IT0005276776) resulting from the conversion, following the application of the new burden sharing 
measures pursuant to article 22, paragraph 2 of Law Decree no. 237 of 23 December 2016 (as 
converted with amendments by Law no. 15 of 17 February 2017 as amended), of the subordinated 
bond loan named òû2.160.558.000 Tasso variabile Subordinato Upper Tier II 2008 - 2018ó (ISIN 
IT0004352586) (the òOfferingó). During the Offer Acceptance Period (31 October 2017 - 20 
November 2017), 198,521,533 BMPS UT2 shares were validly purchased under the Offer terms, 
equivalent to 83.520540% of the BMPS UT2 shares that were offered (equivalent to a total of 
237,691,869). Based on these purchases, the final Allocation Coefficient is 92.275041%, for which the 
Offeror (the Parent Company), in the name an on behalf of MEF, purchased 92.275041% of BMPS 
UT2 shares purchased in Acceptance by each Subscriber and restored the remaining BMPS UT2 
shares, under the conditions indicated in the Offer Document. 
 
On 24 November 2017, in relation to the Partial Voluntary Public Offering for Exchange and 
Settlement and pursuant to Section E of the Offer Document, the Parent Company announced that 
the fixed interest rate of the Senior Debt Securities is equal to 0.657%, determined in accordance with 
art. 19, paragraph 2, lett. c) of Decree 237. The coupon amount that will be paid on the Maturity Date 
is, therefore, equal to EUR 0.003096 for each Senior Debt Security. Furthermore, based on the final 
Allocation Coefficient announced on 23 November 2017, it was confirmed that the total nominal value 
of the Senior Debt Securities is equal to EUR 1,535,830,866.00. 

 
On 15 December 2017, the Chairman of the Board of Directors of Banca Monte dei Paschi di Siena, 
Alessandro Falciai, announced that he was unwilling to accept his nomination on the list submitted by 
the Ministry of the Economy and Finance in advance of the Shareholders' Meeting on 18 December.  

http://www.gruppomps.it/
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On 18 December 2017, the Shareholders' Meeting set the number of members of the Board of 
Directors at 14, in addition to a Deputy Chairman, and resolved to appoint the members of the Board 
of Directors of Banca Monte dei Paschi di Siena for the years 2017, 2018 and 2019 as well as the 
members of the Board of Statutory Auditors. Moreover, Stefania Bariatti was appointed as Chairman 
of the Board of Directors, and Antonino Turicchi was appointed Deputy Chairman.  
 
On 20 December 2017, the securitisation transaction to transfer doubtful loans was concluded, 
through the intervention of the Atlante Fund (managed by Quaestio Capital Management SGR S.p.A.), 
for which, on 26 June 2017, a binding agreement was signed to acquire 95% of the junior and 
mezzanine notes. 
 
On 21 December 2017, in reference to the communication of 18 December 2017 following the 
Ordinary and Extraordinary Shareholders' Meeting, the Parent Company announced that, following 
the receipt of the verification measure from the supervisory authorities, the new Articles of 
Association and appointment resolutions for the Board of Directors and the Board of Statutory 
Auditors were registered with the Siena Companiesõ Register, thereby becoming effective. 
 
On the same date, pursuant to art. 85-bis of Consob Regulation no. 11971/1999 (Issuersõ Regulation), 
the Parent Companyõs new share capital was announced (EUR 10,328,618,260.14), following the 
decision to reduce share capital pursuant to art. 2446 of the Italian Civil Code, to cover losses resulting 
from the financial statements as at 30 September 2017, resolved by the Shareholdersõ Meeting of 18 
December 2017, filed on 20 December 2017 and registered on 21 December at the Siena Companiesõ 
Register. The number of outstanding shares remains unchanged (1,140,290,072). 
 
On 22 December 2017, the agreement to transfer 95% of the mezzanine notes for the securitisation 
of the MPS Group doubtful loan portfolio was signed with Quaestio Capital SGR S.p.A. on behalf of 
Atlante Fund. This transaction, effective 9 January 2018, is part of the agreements signed with 
Quaestio Capital SGR S.p.A. on 26 June 2017 and is an integral part of the MPS Restructuring Plan 
announced on 5 July 2017.  
 
On 22 December 2017, the first meeting of the new Board of Directors was held, with Stefania 
Bariatti as chairman. The Board of Directors, inter alia, resolved to confirm Marco Morelli as the 
Bankõs CEO. 
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Significant events after 2017 

On 11 January 2018, the Parent Company announced that it had successfully concluded the issue of a 
fixed-rate Tier 2 subordinated bond with 10-year maturity (redeemable in advance starting from the 
fifth year at the issuerõs option, subject to regulatory approval), for EUR 750 million. The bond 
includes the coupon payment at a fixed rate of 5.375% and has an issue price of 100%, equivalent to a 
spread of 500.5 basis points above the 5-year swap rate. As confirmation of the return of market 
interest in Montepaschi Group with this subordinated issue, the transaction saw demand for more than 
EUR 2.7 billion from approximately 250 institutional investors and 3.6 times higher than the offer. 
The geographic distribution of the bond allocation was as follows: United Kingdom (52%), Italy 
(25%), Germany, Austria and Switzerland (9%), Nordic countries (3%), France (2%), BeneLux (2%), 
Spain and Portugal (1%), Asia (1%), and others (5%). Whereas the allocation by investor type was as 
follows: fund managers (52%), hedge funds (29%), banks and private banks (15%), insurance 
companies (3%), and others (1%). The bond, which is reserved for institutional investors, will be listed 
on the Luxembourg stock exchange. The expected ratings of the bond are CCC+ (Fitch) and Caa2 
(Moodyõs). Global Coordinator and Joint Bookrunner: Goldman Sachs International and Mediobanca. 
Joint Bookrunners: Bank of America Merrill Lynch, Barclays, JP Morgan, MPS Capital Services, and 
UBS. 
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approved a series of personnel engagement and development initiatives through three specific 
programmes: 

Å MPS Development, based on Performance Management results and similar to the process 
for external customers, for which the population is segmented then coherent and specific 
HR development initiatives are activated for each segment, which become engagement levers 
in terms of a merit-based approach. 

Å MPS Academy, the Groupõs permanent training institute based on three pillars: People, 
Business, and Compliance & Safety; 

Å Welfare, which will supplement the current offering of services and benefits to employees 
and their families through the evolution of the MPS model, with the introduction of 
innovative actions to improve the quality of professional life for individuals, the work-life 
balance (agile work, MPSolidale, time saving), and creating comfortable business spaces.  

Furthermore, mechanisms were activated to ensure the enhancement of internal skills, job rotation and 
continual turnover, with limited recourse to hiring from the external market. 

In relation to enhancing diversity, the LeaderShe Project was launched for all of MPS Group, designed 
to enhance the feminine expression of leadership, identifying and eliminating any obstacles 
(organisational and cultural) that prevent the expression of womenõs managerial skills.    

In 2017, operational plans were key to achieving operational efficiency objectives and strengthening 
the core business in accordance with the project activities set forth in the Restructuring Plan. In this 
context, and in relation to the implementation of the Parent Companyõs new organisational model, the 
mobility plans - primarily professional - concerned roughly 750 resources in the course of the year, 
based on an approach meant to ensure professional continuity and the best allocation of people with 
respect to the new organisational roles. 

In relation to the Sales & Distribution Network, activities to streamline the branches continued 
(closure of 287 branches in 2017 and 150 already planned for January 2018), in line with Plan forecasts 
- supported by the activation of operational plans for the reallocation of resources primarily at the 
merging branches and, in any event, according to an approach which seeks to leverage the professional 
skills attained and takes into consideration individual needs and aspirations. At the same time, an 
experiment was started in about 30 branches as part of the òBanca piùó project to optimise branch 
operations through a new digitalised model, widespread automation of administrative processes and 
the customer relationship through the use of self-service tools, and concentration of business lines on 
customer needs through a consultancy approach. During the year, total Network mobility came to 
roughly 5,300 employees, accompanied by a training offer appropriately set up to favour the 
continuing education and professional strengthening process in light of the new service models. 

 

In line with the operational efficiency objectives laid out in the 2017-2021 Restructuring Plan, on 3 
August 2017 the Groupõs trade union agreement for the activation of the banking industryõs Solidarity 
Fund was signed for the exit of 1,200 resources (as at 1 November 2017), favouring voluntary 
participation and closer proximity to retirement benefits as priority selection criteria. There were a total 
of 600 exits in the first half of 2017 (1 May), through the use of the Solidarity Fund activated with the 
trade union agreement of 23 December 2016. 

With respect to training, in its three main areas - People, Business, Compliance & Safety - 
MPSAcademy provided more than 955,000 training hours in 2017, equal to 41.9 hours per capita; 
roughly 99% of personnel participated in training activities. Aside from the focus on lending-related 
training, particular attention was reserved for topics connected to risk oversight and promoting digital 
culture through specific initiatives aimed at all personnel. 

With the objective of enhancing managerial skills in innovative ways, more than 300 Group managers 
were involved in training programmes designed around digital culture, innovation, risks, 
communication, and people management, including through the experiences of managers from leading 
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Italian and global companies. In order to facilitate the development of a skills culture, a specific 
information campaign was launched that involved the distribution to all Network personnel of a 
specific guide containing the competencies and training activities envisaged for each role. This initiative 
is part of the training contribution to the evolution in the distribution model and careful oversight of 
the professional skills of resources that interact with customers. The English@MPSAcademy platform 
was activated for all Group employees (with access available also to their family members), which 
assists in understanding the English language through synchronised virtual lessons and multimedia 
content. 

 

Strategy 

The Restructuring Plan approved by the European Commission on 4 July 2017 aims for the Bankõs 
return to an adequate level of profitability, with a target ROE of >10% in 2021, and is based on the 
following 4 pillars: 

¶ full leveraging of Retail and Small Business customers thanks to a simplified and highly 
digitalised business model; 

¶ renewed operating model, with a continuous focus on efficiency, which will result in a 
cost/income ratio of below 51% in 2021 and the reallocation to commercial activities of 
resources employed in the administrative area; 

¶ radically improved credit risk management, with a new Chief Lending Officer (òCLOó) 
organisational structure that will make it possible to strengthen the Bankõs early detection 
processes and improve the recovery rate, and which will bring the cost of risk to below 60 bps 
and the gross NPE ratio to below 13% in 2021; 

¶ strengthened capital and liquidity position, with targets in 2021 that include a CET1 of >14%, 
a Loan to Deposit Ratio <90%, and a Liquidity Coverage Ratio (LCR) >150%, concurrent 
with a significant decrease in the cost of funding. 

The Restructuring Plan includes the transfer of almost the entire doubtful loan portfolio as at 31 
December 2016 (for further information, please refer to the paragraph òThe doubtful loan disposal 
transactionó of the Consolidated report on operations). 

In particular, the Restructuring Plan is consistent with and reflects the commitments undertaken with 
respect to DG Comp (the òCommitmentsó) and is aligned with the parameters of the SREP letter 
received in June 2017. In this document, received on 19 June 2017, the ECB ordered the Bank to 
maintain a Total SREP Capital Requirement ratio of 11% at consolidated level as of 2018, which 
includes a minimum Pillar 1 requirement of 8% and an additional Pillar 2 requirement of 3% (P2R), 
entirely in terms of Common Equity Tier 1 capital. 

As a result, the Group must meet the following requirements at consolidated level as of 1 January 
2018: 

¶ CET1 Ratio of 9.44% on a transitional basis, 

¶ Total Capital Ratio of 12.94% on a transitional basis, 

including, aside from the P2R, 1.875% for the Capital Conservation Buffer and 0.0625% for the O-SII 
Buffer (Other Systemically Important Institutions Buffer). The Capital Conservation Buffer and the O-
SII Buffer will be fully implemented in 2019 with 2.5% and in 2021 with 0.25% (the latter on a 
transitional basis will have a coefficient of 0.125% in 2019 and of 0.1875% in 2020). The Restructuring 
Plan incorporates in full the results of the inspection on loans carried out by the ECB and completed 
in May 2017. The inspection, conducted on the loan portfolio with reference to 31 December 2015, 
brought to light the need to recognise additional provisions with respect to the levels of coverage as at 
the reference date. These additional adjustments substantially overlap with those already recognised 
from 31 December 2015 to date, the effects of the disposal of the doubtful loans portfolio and further 
reductions in non-performing loans laid out in the Restructuring Plan. 
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The Restructuring Plan includes the preliminary estimate, formulated as at the same date of the 
drafting of the Plan, of the negative effects of the entry into force of IFRS 9 for around EUR 1.2 bn 
upon First Time Adoption (òFTAó), amount currently confirmed.  

The re-launch of the commercial business is concentrated on Retail and Small Business customers, 
making recourse to a more simplified service model characterised by a high level of digitalisation with 
the launch of dedicated services (e.g., purchasing a home, coverage from risks, business requirements) 
and leveraging the distinctive elements of Widiba to attract new customers and optimise the 
management of existing customers. There is a new Small Business customer service model based on a 
simplification of the offer and continuous attention focused on the granting of loans and the 
associated risks. Greater attention is reserved to the Affluent and Private Banking segments, by 
leveraging the offer of insurance and wealth management products, as well as advisory services, with 
the aim of obtaining significant growth in assets under management (through the bancassurance 
agreement with AXA in the Life and Non-Life segments and the continuation of the collaboration 
with Anima in the investment funds segment). 

The contribution of Widiba is being leveraged as a vehicle for digitalisation and innovation, through 
the extension to the Group of technological and automation solutions for certain processes, enabling 
the Group to benefit from an overall reduction in the cost-to-serve. 

Corporate segment activities are currently being streamlined, as a result of the revision of the business 
model and the optimisation of capital absorption. 

The new operating model focuses on greater efficiency, continuing on the path outlined since 2012, 
through: 

¶ the launch of a Group digital programme which, thanks to technological infrastructural 
investments and the leveraging of the capacities developed by Widiba, will make it possible to 
reduce the absorption of resources (on òmanualó processes, from 34% in 2016 to less than 
20% in 2021); 

¶ the complete overhaul of the distribution network, with a downsizing of branches (from 2,000 
in 2016 to around 1,400 in 2021) and the relative commercial governance structures (Regional 
Areas and Local Market Units) and with growth in the percentage of resources dedicated to 
commercial activities from around 62% in 2016 to around 70% in 2021; 

¶ a revision of the size of all of the Groupõs organisational structures which, without impairing 
service quality, will result in a reduction of roughly 5,500 resources by the end of 2021 (of 
which 4,800 exits through the activation of the Solidarity Fund, 450 exits linked to the 
termination/closure of business activities, 750 exits deriving from natural turnover and 
roughly 500 new hires); the exit plan will result in extraordinary costs of around EUR 1.15 bn 
overall in the course of the plan; 

¶ the further optimisation of other administrative expenses, which will drop by 26% (from 
around EUR 0.8 bn in 2016 to less than EUR 0.6 bn in 2021) and will rank the Bank as one of 
the best sector operators in terms of cost management and optimisation. 

In line with what was already implemented in recent years to improve credit quality and the credit risk 
management process, the Restructuring Plan envisages: 

¶ the full reorganisation of the CLO, with the centralisation of lending decision-making 
mechanisms and the creation of direct links with the Regional Area governance structures, a 
strong push towards the automation of the lending process for smaller amounts for Retail and 
Small Business which in 2021 will result in an increase in the automated disbursement process 
to 70% for Retail and to 50% for the Small Business segment; 

¶ the strengthening of systems for early detection and the monitoring of at-risk positions, which 
will allow for a reduction of the default rate and growth in the recovery rate of past due 
exposures; 

¶ the creation of a business unit within the CLO dedicated to the management of the non-
performing loan portfolio, which will handle early remedial actions/restructuring, the control 
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of the activities and performance of the debt collection platform, as well as recovery activities 
relating to new streams of doubtful loans not conveyed to the platform; 

¶ a specific programme for the transfer/reduction of the portfolio of unlikely to pay and 
doubtful loans, the economic effects of which are included in the Restructuring Plan, so as to 
allow for the achievement of the targets linked to the percentage of gross non-performing 
loans out of total loans (NPE ratio). 

The Restructuring Plan envisages an overall capital strengthening exceeding EUR 8 bn, which was 
completed last August. 

On the commercial level, the Loan to Deposit ratio is expected to improve by roughly 16 percentage 
points (from 103% in 2016 to 87% in 2021), as a result of the growth in the level of funding coming 
from the network and the expected reduction in gross trade receivables. As a result of the share capital 
increase and the transfer of doubtful loans, a reduction in the cost of funding is also expected in the 
course of the plan, with a realignment to average market parameters. 

The Group is expected to reach a CET1 ratio of >14% and an ROE of >10% in 2021. 

The Restructuring Plan is consistent with the Commitments undertaken with respect to the DG 
Comp, laid out pursuant to European regulations, which regard various plan aspects, including: 

¶ cost reduction measures: annual restrictions in terms of the number of branches, employees, 
cost/income ratio and total operating expenses, reduction of additional costs up to a 
maximum of EUR 100 mln in the case of a deviation from the net operating margin targets 
(gross of provisions on loans); 

¶ sale of non-strategic assets: sale of foreign banks, disposal of a list of equity investments in the 
course of the plan, without prejudice to the capital position of the Bank, and part of the real 
estate assets; 

¶ risk containment: commitment to deconsolidate a portfolio of doubtful loans of EUR 26.1 bn, 
strengthening of risk control oversight, restrictions on proprietary finance activities in terms of 
VaR and the nature of instruments traded; 

¶ prohibition against making acquisitions; 

¶ the establishment of a remuneration ceiling corresponding to 10 times the average salary of 
Parent Company employees. 

With reference to the Restructuring Plan approved by the European Commission in July 2017, the 
Bank has initiated the process of implementing the various operational policies.  

In particular the Bank continues to optimize the distribution network, with regard to which the closure 
of an additional 115 branches in the fourth quarter. Furthermore, on 11 January 2018, the Parent 
Company issued a fixed rate 10 year subordinated òTier 2ó bond for a total amount of EUR 750 mln. 

Regarding the efficiency of the organisational structure optimisation, the exit of 1,215 resources was 
registered through the Solidarity Fund in 4Q17, in line with the provisions of the Restructuring Plan.  

As noted previously with regard to credit quality improvement initiatives, the Restructuring Plan 
includes the transfer of almost the entire doubtful loan portfolio as at 31 December 2016 (for futher 
information, please refer to the section òThe doubtful loan disposal transactionó), in addition to the 
sale during the 2018 of a portfolio of EUR 2.5 bn (GBV as at 31 December 2016) made up of 
unsecured loans with gross unit value of less than EUR 150,000 and leasing credits. It also envisages, 
by 2019, further disposal of loans belonging to the Unilkely to Pay Portfolio, for a total exposure of 
aprrpximately EUR 4.5 bn, and of doubtful loansfor an total exposure of approximately EUR 2 bn, in 
the period 2020-2021. 

The Restructuring Plan initiatives include the following results achieved within the Chief Lending 
Officer Department: 

¶ Establishment of the lending chain dedicated to the Bank most risky portfolio, effective 
through out the the network since July 2017.  
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The supply chain manages the proposals for performing customers with a high risk of default 
(High Risk Portfolio, or òPortfolioó) and for customers classified in the first stages of non-
performing category (typically past due impaired loans) that come from the commercial 
network. The supply chain is rooted in both peripheral structures (at the Territorial Credit 
Area level, see the òOrganisational Structureó section of this report) and at the General 
Management level with a dedicated area (High Risk Area), reporting to the Performing Credit 
Department. The supply chain was created for the dual purpose of maximising the 
composition of the flow of new default loans (with a targeted action on the òPortfolioó) and 
of limiting and managing the risk of customers who are in the first NPE stages of 
deteriorating further (unlikely to pay or doubtful loans), also through the use of forbearance 
measures. 

¶ Review of the process of loan supply to natural persons. In addition to acquiring a broader 
information set, than the previosu one,  the new process makes it possible to more accurately 
profile not only the counterparty but also the type of request made to the Bank; this has led to 
a significant increase in its effectiveness and efficiency, expanding the scope of disbursements 
subjected to this process. During the first months of use of this process, a significant increase 
was observed in the share o loans suppy assisted be the new model (whether positive or 
negative), passing from the previous 19% to almost 30% of the total requests submitted to the 
Bank. 

¶ In addition, a new process for intercepting unusual situations was also developed with the aim 
of identifying potential problems on the requesting counterparties that could generate 
operational risks for the Bank. For retail counterparties, the internal disbursement process 
began to be integrated with external bureaus that provide identification information on 
counterparties, useful for pinpointing the requests that require further analysis in order to 
understand if there are possible operational risks. The integration process began, in a trial 
phase, at the end of 2017 and will go into production by the middle of 2018. 

 

The Restructuring Plan is subject to formal monitoring by the European Commission, through a 
Monitoring Trustee (the Bank confirmed Degroof Petercam Finance, with the favourable opinion of 
DG Comp). It should be noted that the first monitoring was carried out during the last quarter of the 
current year, with reference to the data as at 30 September 2017, specifying that, as regard to the 
verification of compliance with commitments, this assumes formal relevance only when specific 
deadline agreed upon with the European Commission. 

 

The doubtful loan disposal transaction 

The Parent Company and the subsidiaries MPSCS and MPSL&F sold a portfolio of doubtful loans, 
with a Gross Book Value (òGBVó) as at 31 December 2016 of EUR 24,577.1 mln, to the securitisation 
vehicle Siena NPL 2018 srl (òSPVó). The sale price, equivalent to 20.58% of the GBV at the cut-off 
date of 31 December 2016, amounted to EUR 5,056.7 mln and was paid in part by offsetting the 
SPVõs collections recognised on the transferred portfolio after the cut-off date of 31 December 2016 
(EUR 548.5 mln) and, for the remaining part, through the issue by the SPV of the following securities 
(totalling EUR 4,508.2 mln): 

¶ Senior A1 notes for EUR 2,683.5 mln 

¶ Senior A2 notes for EUR 412.1 mln 

¶ Mezzanine notes for EUR 847.6 mln 

¶ Junior notes for EUR 565.0 mln 

The securities were fully subscribed on a pro-rata basis by MPS, MPSCS, and MPSL&F as originator 
banks.  
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On 22 December 2017, the agreement to transfer 95% of the mezzanine notes referenced above was 
signed with Quaestio Capital SGR S.p.A. on behalf of Atlante Fund for a total value of approximately 
EUR 800 mln, effective 9 January 2018.  

The contract for the sales of doubtful loans to the Siena NPL 2018 securitisation vehicle, signed on 20 
December 2017, also included the transfer, by the originator banks, of an additional 3 sub-portfolios of 
doubtful loans, for an overall GBV of approximately EUR 793 mln as at 31 December 2016.  The 
transfer of these sub-portfolios at a price of EUR 271 mln (equal to 34.17% of GBV) was contingent 
upon a series of events and conditions that had to have occurred by 31 January 2018.  

The GBV of the doubtful loan portfolio, including the aforementioned sub-portfolios, amounted to 
EUR 25,370 mln as at 31 December 2016, with a sale price equal to 21% of GBV. 

The conditions precedent for 2 of the 3 sub-portfolios was not met as at 31 January 2018 and, 
therefore, these loans were not transferred. Instead, with reference to the other loan sub-portfolio 
subject to conditions precedent, an extension until 20 March 2018 was signed. These loans were also 
reclassified to asset item 150 òNon-current assets and groups of assets held for sale and discontinued 
operationsó, for a book value of approximately EUR 48 mln, equal to the presumed sale price.  

Note that for the Senior A1 notes, there will be a request for the òGACSó guarantee scheme, to be 
obtained by the end of June 2018, after the assignment of an investment grade rating by at least two 
rating agencies; after which time, the Senior notes may be placed in the market with institutional 
investors, provided that, for the entire duration of the securitisation, the Group maintains a net 
economic interest equal to 5% of the nominal amount of each class of securities in order to comply 
with the òretention ruleó, pursuant to current prudential regulations. 

 The doubtful loans portfolio will be derecognised by June 2018 with the sale of 95% of the junior 
securities to the Atlante Fund. The related economic impacts of the transaction were fully incorporated 
in the financial statements as at 31 December 2017. 

An earn out is established in favour of the Group equal to 50% of the excess profit if the profit 
realised on the Junior notes exceeds 12% per annum. 
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Income statement and balance sheet reclassification principles 

Reclassified income statement 

a) The item òNet interest incomeó was cleared of the negative contribution (equal to EUR -12 mln) 
of the Purchase Price Allocation (PPA), which was included in its own specific item. 

b) The item òNet fee and commission incomeó includes items 40 òFee and commission incomeó 
and 50 òFee and commission expenseó, and was cleared of the arrangement fees associated with the 
securitisation transaction for EUR 13 mln, which was reclassified in the item òRestructuring 
costs/One-off costsó.  

c) The item òDividends, similar income and gains (losses) on investmentsó incorporates the 
item 70 òDividends and similar incomeó and a portion of item 240 òGains (losses) on investmentsó 
(value of EUR 92 mln, corresponding to the share of profit and loss for the period contributed by 
investments in the associate AXA, consolidated at equity). Dividends earned on equity securities 
other than equity investments have also been eliminated from the aggregate (EUR 6 mln), 
reclassified in the item òNet profit (loss) from trading and financial assets/liabilitiesó. 

d) The item òNet profit (loss) from trading and financial assets/liabilitiesó includes item 80 òNet 
profit (loss) from tradingó, item 100 òGains (losses) on disposal/repurchase of loans, financial 
assets available for sale or held to maturity and financial liabilitiesó and item 110 òNet profit (loss) 
from financial assets and liabilities designated at fair valueó. In addition, the item incorporates 
dividends earned on equity securities other than equity investments (EUR 6 mln). 

e) The item òOther operating income (expenses)ó includes the balance of financial statements item 
220 òOther operating expenses (income)ó net of the recovery of stamp duties and client expenses, 
which are stated under the reclassified item òOther administrative expensesó (EUR 323 mln).  

f) The income statement item òPersonnel expensesó was reduced by EUR 282 mln for restructuring 
charges, essentially related to allocations for early retirement incentives/provisions, as per the trade 
union agreement of 3 August 2017 and, marginally, to expenses related to the securitisation 
transaction of doubtful loans for EUR 0.6 mln. The amount was reclassified under òRestructuring 
costs/One-off costsó. 

g) The item òOther administrative expensesó includes the balance of item 180b of the financial 
statements òOther administrative expensesó, reduced by the following cost items:  

Å expenses, amounting to EUR 92 mln, resulting from EU DGSD and BRRD directives for the 
resolution of bank crises (posted under the reclassified item òRisks and charges associated with 
SRF, DGS and similar schemesó); 

Å DTA fee, convertible into tax credit, for an amount of EUR 71 mln (posted to the reclassified 
item òDTA feeó); 

Å restructuring charges: i) EUR 17 mln for the closure of branches envisaged in the restructuring 
plan, and ii) EUR 19 mln for costs incurred for the transaction to securitise doubtful loans and 
in part associated with contracts for the overall outsourcing transaction for the doubtful loan 
collection platform and the long-term servicing contract to manage doubtful loans, as agreed 
with Cerved/Quaestio. 

This item includes also the portion of stamp duty and client expenses recovery (EUR 323 mln) 
posted under item 220 òOther operating expenses/incomeó.  

h) The item òNet adjustments to (recoveries on) property, plant and equipment / Net 
adjustments to (recoveries on) intangible assetsó was cleared of the negative contribution 
(equal to EUR -26 mln) of the Purchase Price Allocation (PPA), which was included in its own 
specific item. 

i) The item òNet impairment losses (reversals) on financial assets and other transactionsó 
includes items 130b òFinancial assets available for saleó and 130d òOther financial transactionsó. 
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j) òRestructuring costs/One-off costsó includes: i) restructuring costs allocated against early 
retirement incentives/provisions for EUR 282 mln and against the branch closures set forth in the 
restructuring plan for EUR 17 mln; ii) total charges of EUR 32 mln for the doubtful loan 
securitisation transaction, contracts related to the overall outsourcing transaction for the doubtful 
loan collection platform, and the long-term servicing contract for doubtful loan management 
(included in Net fee and commission income, Personnel expenses, and Other administrative 
expenses).     

k) The item òRisks and charges associated with SRF, DGS and similar schemesó includes the 
expenses deriving from the EU directives DGSD for deposit guarantee and BRRD for the 
resolution of bank crises, posted in the financial statements under item 180b òOther administrative 
expensesó. As at 31 December 2017, there were charges recognised for SRF (EUR 62 mln 
accounted for in the first quarter) and DGS (EUR 30 mln accounted for in the third quarter). 

l) The item òDTA feeó includes the expenses related to the fees paid on DTA that can be converted 
into tax credit as set forth in art. 11 of Law Decree no. 59 of 3 May 2016, converted into Law no. 
119 of 30 June 2016, recognised in the Financial Statements item 180b òOther administrative 
expensesó. 

m) The item òGains (losses) on disposal of investmentsó includes the balance of item 240 òGains 
(losses) on investmentsó after deducting the portion of profit for the period contributed by 
investments in AXA, consolidated at equity and posted under the reclassified item òDividends, 
similar income and gains (losses) on investmentsó (EUR 92 mln). 

n) The item òTax expense (recovery) on income from continuing operationsó was cleared of the 
theoretical tax component relating to the Purchase Price Allocation (PPA), included in a specific 
item in the amount of EUR 13 mln. 

o) The overall negative effects of Purchase Price Allocation (PPA) posted to this specific account were 
reclassified out of other items (in particular òNet interest incomeó for EUR -12 mln and òNet 
adjustments to (recoveries on) property, plant and equipment/Net adjustment to 
(recoveries on) intangible assetsó for EUR -26 mln, net of a theoretical tax burden of EUR +13 
mln which integrates the item). 

 

Reclassified balance sheet 

a) The item òMarketable assetsó, under Assets, includes the financial statements item 20 òFinancial 
assets held for tradingó and item 40 òFinancial assets available for saleó. 

b) The item òOther assetsó, under Assets, includes the financial statements item 80 òHedging 
derivativesó, item 90 òChange in value of macro-hedged financial assetsó, item 140 òTax assetsó, 
item 150 òNon-current assets and groups of assets available for sale and discontinued operationsó 
and item 160 òOther assetsó. 

c) The item òDeposits from customers and debt securities issuedó under Liabilities, includes the 
financial statements item 20 òDeposits from customersó, item 30 òDebt securities issuedó and item 
50 òFinancial liabilities designated at fair valueó. 

d) The item òOther liabilitiesó, under Liabilities, includes the financial statements item 60 òHedging 
derivativesó, item 70 òChange in value of macro-hedged financial liabilitiesó, item 80 òTax 
liabilitiesó, item 90 òLiabilities associated with non-current assets available for sale and discontinued 
operationsó and item 100 òOther liabilitiesó. 

°°°°°°° 

The reconciliation between the statutory accounts and the reclassified consolidated income 
statement and balance sheet is included in the òAnnexesó section.  
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Reclassified income statement 

 

  

Reclassified Consolidated Income Statement 

31/12/17 31/12/16

Montepaschi Group Abs. %

Net interest income 1,788.3          2,021.3          (233.0)           -11.5%

Net fee and commission income 1,576.5          1,839.4          (262.9)           -14.3%

Income from banking activities 3,364.8         3,860.7         (495.9)          -12.8%

Dividends, similar income and gains (losses) on equity investments 101.0            77.8              23.2              29.8%

Net profit (loss) from trading and financial assets/liabilities 574.8            441.2            133.6            30.3%

Net profit (loss) from hedging (3.7)               (82.0)             78.3              -95.5%

Other operating income (expenses) (11.3)             (15.7)             4.4                -28.0%

Total Revenues 4,025.6         4,282.0         (256.4)          -6.0%

Administrative expenses: (2,279.6)         (2,402.5)         122.9            -5.1%

    a) personnel expenses (1,575.4)         (1,610.5)         35.2              -2.2%

    b) other administrative expenses (704.3)           (792.0)           87.7              -11.1%

Net adjustments to (recoveries  on) property, plant and equipment 

/ Net adjustments to (recoveries on) intangible assets
(263.4)           (218.8)           (44.6)             20.4%

Operating expenses (2,543.0)       (2,621.3)        78.3             -3.0%

Pre Provision Profit 1,482.6         1,660.7         (178.1)           -10.7%

Net impairment losses (reversals) on: (5,460.0)       (4,500.9)       (959.1)          21.3%

    a) loans (5,323.7)         (4,467.0)         (856.7)           19.2%

    b) financial assets (136.3)           (33.9)             (102.4)           n.s.

Net operating income (3,977.4)       (2,840.2)       (1,137.2)        40.0%

Net provisions for risks and charges (232.9)           44.4              (277.3)           n.s.

Gains (losses) on investments (14.0)             11.8              (25.8)             n.s.

Restructuring costs / One-off costs (330.2)           (117.0)           (213.2)           n.s.

Risks and charges related to the SRF, DGS and similar schemes (91.9)             (241.1)           149.2            -61.9%

DTA Fee (70.9)             (70.4)             (0.5)               0.7%

Gains (losses) on disposal of investments 531.2            33.2              498.0            n.s.

Profit (loss) before tax from continuing operations (4,186.2)        (3,179.3)        (1,006.9)        31.7%

Tax expense (recovery)  on income from continuing operations 709.6            (20.7)             730.3            n.s.

Profit (loss) after tax from continuing operations (3,476.6)       (3,200.0)       (276.6)          8.6%

Net profit (loss) for the period including non-controlling 

interests
(3,476.6)       (3,200.0)       (276.6)          8.6%

Net profit (loss) attributable to non-controlling interests                 0.1 9.7                               (9.6) -99.0%

Profit (loss) for the period before PPA , impairment on 

goodwill and intangibles
(3,476.7)       (3,209.7)       (267.0)          8.3%

PPA (Purchase Price Allocation)              (25.6) (31.4)                             5.8 -18.5%

Net profit (loss) for the year (3,502.3)       (3,241.1)        (261.2)          8.1%

              Change
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Montepaschi Group 4°Q 2017 3°Q 2017 2°Q 20171°Q 20174°Q 20163°Q 20162°Q 20161°Q 2016

Net interest income 414.6      470.4      445.9      457.4     502.6      483.5     486.9     548.3     

Net fee and commission income 363.3      355.7      431.2      426.3     437.0      461.7     483.8     456.9     

Income from banking activities 777.9     826.1     877.1     883.7    939.6     945.2    970.7    1,005.2  

Dividends, similar income and gains (losses) on equity 

investments 
32.3        22.4       25.7       20.5      11.3        23.3       23.9       19.3       

Net profit (loss) from trading and financial assets/liabilities 3.4         528.5      18.3       24.5      21.5        102.7     151.3     165.7     

Net profit (loss) from hedging 0.8         (2.7)        (2.0)        0.2        (80.3)       (0.4)       (1.4)       0.1        

Other operating income (expenses) (12.0)       (3.9)        0.3         4.3        (27.6)       2.2        14.7       (5.0)       

Total Revenues 802.4     1,370.5  919.5     933.2    864.5     1,073.0  1,159.1  1,185.4  

Administrative expenses: (579.4)     (561.1)     (568.2)     (570.9)    (630.6)     (595.1)    (582.1)    (594.7)    

    a) personnel expenses (387.1)     (388.8)     (395.1)     (404.4)    (371.1)     (418.4)    (403.4)    (417.6)    

    b) other administrative expenses (192.3)     (172.3)     (173.1)     (166.5)    (259.5)     (176.7)    (178.7)    (177.1)    

Net adjustments to (recoveries  on) property, plant and 

equipment / Net adjustments to (recoveries on) intangible 

assets

(71.1)       (64.7)      (70.9)      (56.6)     (61.6)       (55.2)      (51.7)      (50.3)      

Operating expenses (650.5)    (625.8)   (639.1)    (627.5)  (692.2)    (650.3)   (633.8)   (645.0)   

Pre Provision Profit 151.9      744.7     280.4     305.6    172.3     422.7    525.4    540.3    

Net impairment losses (reversals) on: (557.6)    (224.5)   (4,374.8) (303.1)   (2,482.1) (1,301.6) (368.0)   (349.2)   

    a) loans (551.7)     (175.0)     (4,288.8)  (308.2)    (2,445.4)   (1,303.3)  (372.4)    (345.9)    

    b) financial assets (5.9)        (49.5)      (86.0)      5.1        (36.7)       1.7        4.4        (3.3)       

Net operating income (405.7)    520.2     (4,094.4) 2.5       (2,309.8) (878.9)   157.4    191.1     

Net provisions for risks and charges (166.1)     (7.8)        (13.4)      (45.6)     48.0        (27.5)      29.2       (5.3)       

Gains (losses) on investments 8.9         (19.1)      0.2         (4.0)       2.5         1.6        0.2        7.5        

Restructuring costs / One-off costs (34.5)       (278.0)     (17.7)      -           (117.0)     -           -           -           

Risks and charges related to the SRF, DGS and similar 

schemes
2.3         (31.2)      0.4         (63.4)     (139.1)     (31.2)      0.3        (71.1)      

DTA Fee (17.7)       (17.7)      (17.5)      (18.0)     53.9        (15.5)      (108.8)    -           

Gains (losses) on disposal of investments (2.3)        1.8         532.0      (0.3)       20.4        12.8       -           -           

Profit (loss) before tax from continuing operations (615.2)    168.2     (3,610.6) (128.6)   (2,441.1)  (938.7)   78.3      122.2    

Tax expense (recovery)  on income from continuing 

operations
119.7      79.9       543.5      (33.5)     64.7        (203.9)    139.2     (20.7)      

Profit (loss) after tax from continuing operations (495.5)    248.1     (3,067.1) (162.1)   (2,376.4) (1,142.6) 217.5    101.5     

Net profit (loss) for the period including non-controlling 

interests
(495.5)    248.1     (3,067.1) (162.1)   (2,376.4) (1,142.6) 217.5    101.5     

Net profit (loss) attributable to non-controlling interests (0.1)        0.1         (0.1)        -           (8.3)        0.6        0.3        0.5        

Profit (loss) for the period before PPA , impairment on 

goodwill and intangibles
(495.6)    248.0     (3,067.0) (162.1)   (2,384.7) (1,143.2) 217.2    101.0     

PPA (Purchase Price Allocation) (6.0)        (6.1)        (6.4)        (7.1)       (7.7)        (7.5)       (8.3)       (7.9)       

Net profit (loss) for the year (501.6)    241.9     (3,073.4) (169.2)   (2,392.4) (1,150.7) 208.9    93.1      

Quarterly trend in reclassified consolidated income statement 

2017 2016
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Trends in revenues  

In 2017, the Group recorded total Revenues of EUR 4,026 mln, down by 6.0% compared to the 
previous year, due to the downturn in Net interest income and Net fee and commission income, only 
partially offset by the increase in the Net profit (loss) from trading and financial assets/liabilities 
(impacted by the positive effects of burden sharing). In 4Q17, Revenues, totalling EUR 802 mln, 
decreased by EUR 568 mln compared to the previous quarter, which, as stated previously, had 
benefitted from the effects of the burden sharing transaction represented in the item òNet profit (loss) 
from trading and financial assets/liabilitiesó and Net interest income.  

Net interest income for 2017 amounted to EUR 1,788 mln, down by 11.5% compared to 2016, 
mainly related to the negative trend of interest-bearing assets, in particular commercial loans and the 
securities portfolio (reduction in average volumes and decline in the related returns). This trend is 
partially attenuated by the decrease in interest expense following the reduction in the cost of 
commercial funding, the maturity of bonds with more costly conditions, and the effects of burden 
sharing. The result for 4Q17 equal to EUR 415 mln was down EUR 56 mln from the previous quarter 
(-11.9% Q/Q), which reflected the positive effects of the reversal of interest expense accrued until the 
conversion date, in August, of the subordinated loans subject to burden sharing (EUR +51 mln). 
Excluding this component, the quarterly trend was essentially stable, with the reduction in interest 
expense offset by the decline in the contribution from commercial assets (both in terms of volumes 
and returns). 

 

Net fee and commission income totalled EUR 1,577 mln, declining by 14.3% compared to 2016, 
primarily as a result of the recognition of the cost of the guarantee on government issues in the first 
quarter and lower income from the credit segment (against lower volumes compared to the prior year), 
as well as lower income on payment services following the disposal of the merchant acquiring business 
unit on 30 June 2017. This item showed an increase of 2.1% from the previous quarter, due to the 
contribution of fees and commissions from asset management. 

Abs. % Abs. %

 Relations with customers 2,083.9       2,660.6       (576.7) -21.7% 454.6         489.4         (34.8) -7.1%

 of which interest income on non-

performing assets 
447.8         629.3         (181.5) -28.8% 91.0           104.8         (13.8) -13.2%

 Securities issued (396.3) (770.7) 374.4        -48.6% (73.7) (44.1) (29.6) 67.1%

 Net Differentials on hedging 

derivatives 
(6.2) (28.1) 21.9         -77.9% 2.1             (0.5) 2.6           n.s.

 Relations with banks (33.6) (59.1) 25.5         -43.1% (4.9) (9.1) 4.2           -46.2%

 Trading portfolios 45.3           66.3           (21.0) -31.7% 6.5             10.4           (3.9) -37.5%

 Portfolios designated at fair 

value  
(56.6) (41.4) (15.2) 36.7% (4.8) (12.3) 7.5           -61.0%

 Financial assets available for sale 152.9         190.7         (37.8) -19.8% 36.4           36.0           0.4           1.1%

 Other net interest income (1.1) 3.0             (4.1) n.s. (1.6) 0.6             (2.2) n.s.

Net interest income 1,788.3      2,021.3      (233.0) -11.5% 414.6         470.4        (55.8) -11.9%

31 12 2017  31 12 2016  4°Q 2017
Chg. Y/Y Chg. Q/Q

3°Q 2017 Items 
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Dividends, similar income and gains (losses) on equity investments totalled EUR 101 mln, an 
increase compared to 31 December 2016, mainly due to the AXA-MPS contribution2.  

Net profit (loss) from trading and financial assets/liabilities in 2017 stood at EUR 575 mln, 
including the effects relating to the burden sharing transaction (for a total of EUR 503 mln, 
represented in the details noted below), an increase from the previous year (equal to EUR 441 mln). 
Net of the effects of the burden sharing transaction, the aggregate would be down considerably 
compared to 31 December 2016, which was characterised by higher net profit from trading, 
disposals/repurchases of securities and capital gains on liabilities issued and measured at fair value. An 
analysis of the main aggregates shows the following: 

¶ Trading result equivalent to EUR 0.2 mln, down from 31 December 2016; This result reflects a 
lower contribution from the subsidiary MPS Capital Services. There was also a downturn on the 
previous quarter (EUR -17 mln); 

¶ The negative FVO results of EUR 3 mln were almost entirely due to the burden sharing 
transaction, net of which the aggregate would be basically null due to the early adoption permitted 
by IFRS 9 of the method of accounting for profit/losses connected to own creditworthiness of fair 
value option liabilities (as at 31 December 2016, determined in accordance with IAS 39, the FVO 
Result was positive for EUR 99 mln);  

¶ Gains on disposal/repurchase totalled EUR 578 mln, essentially relating to the effects of the 
burden sharing transaction for EUR +505 mln, net of which the aggregate would be down 
compared to the same period of the previous year (-54.8% Y/Y), which benefitted from the higher 
AFS capital gains and other extraordinary income (disposal of the equity investment held by the 
Parent Company in VISA Europe and repurchase of financial liabilities). Compared to 3Q17 and 
removing the effects of the burden sharing transaction, the aggregate would have essentially 
remained the same. 

                                                      

2 AXA -MPS was consolidated in the Groupõs financial statements using the equity method. 

Abs. % Abs. %

Guarantees given / received (50.6)          42.1            (92.7)      n.s. (15.6)         (15.5)        (0.1)        0.6%

Collection and payment services 104.7         183.3           (78.6)      -42.9% 26.9         25.4        1.5        5.9%

Current account keeping 479.8         517.8           (38.0)      -7.3% 117.0        118.3      (1.3)        -1.1%

Credit and debit cards 176.5         232.4           (55.9)      -24.1% 35.7         32.1        3.6        11.2%

Commercial banking activities 710.4        975.6          (265.2)    -27.2% 164.0       160.3     3.7       2.3%

Receipts and trasmission of orders 28.9          43.0            (14.1)      -32.8% 7.9           5.6         2.3        41.1%

Trading activities on financial 

instruments and currencies 
          11.3             30.2      (18.9) -62.6%           1.7          3.1        (1.4) -45.2%

Distribution of third party services 481.7         460.4           21.3      4.6% 106.6        107.5      (0.9)        -0.8%

Insurance services 191.7         175.9           15.8      9.0% 50.2         46.1        4.1        8.9%

Placement/ offering of financial 

instruments and services
(44.9)          (31.0)            (13.9)      44.8% (14.2)         (10.5)        (3.7)        35.2%

Asset management 50.7          59.6            (8.9)        -14.9% 11.9         12.2        (0.3)        -2.5%

Management, brokerage and 

advisory services
         719.4            738.1      (18.7) -2.5%         164.1       164.0         0.1 0.1%

Other advisory services 146.7        125.7          21.0      16.7% 35.2        31.4       3.8       12.1%

Net fee and commission income 1,576.5     1,839.4       (262.9)    -14.3% 363.3       355.7     7.6       2.1%

Services / Values 31 12 2017  
Chg. Y/Y Chg. Q/Q

31 12 2016  4°Q 2017 3°Q 2017
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The following items also make up Revenues: 

¶ Net profit (loss) from hedging totalled EUR -4 mln (negative for EUR 82 mln as at 31 
December 2016, including the negative impact from the unexpected ineffectiveness of the interest 
rate risk hedge on a subordinated bond, following the obligatory conversion envisaged in Law 
Decree 237/16, converted into law on 17 February 2017, as part of the precautionary 
recapitalisation by the State). 

¶ Other operating income/expense was negative for EUR 11 mln (EUR -16 mln at the end of 
2016). 

 

Operating expenses 

Operating expenses totalled EUR 2,543 mln in 2017, down 3.0% on the previous year. The results 
for 4Q17 were EUR 651 mln, an increase of 3.9% compared to 3Q17, mainly due to trends in Other 
administrative expenses and Net adjustments to (recoveries on) property, plant and equipment and 
intangible assets. A closer look at the individual aggregates reveals the following: 

¶ Administrative expenses stood at EUR 2,280 mln (-5.1% Y/Y), with an impact of EUR 579 mln 
pertaining to 4Q17, up 3.3% compared to the previous quarter. A breakdown of the aggregate 
shows: 

Á Personnel expenses, which totalled EUR 1,575 mln, declined year on year by 2.2% (EUR -35 
mln) as a result of workforce downsizing, also due to the Solidarity Fund initiatives of 1 May 
and 1 November 2017. This trend is substantially in line with the previous quarter. 

Á Other administrative expenses stood at EUR 704 mln, down 11.1% from 2016, which had 
been negatively affected by the expenses connected to the recapitalisation transaction (which 
was not completed successfully) of EUR 37 mln. Excluding this component, the annual trend 
would, in any case, show a decrease due to structural cost control measures which involved, in 
particular, the management of the real estate segment, ICT, and legal expenses connected to 
debt collection. The expenses posted in 4Q17 amounted to EUR 192 mln, higher than those of 
the previous quarter.  

¶ Net adjustments to (recoveries on) property, plant and equipment / Net adjustments to 
(recoveries on) intangible assets amounted to EUR 263 mln in 2017, greater than the values 
from the previous year due to higher write-downs on property, plant and equipment (impairment 
on land and buildings of EUR 17 mln) and on intangible assets (software impairment of EUR 25 
mln). They were also up compared to the previous quarter (+10.0% Q/Q), as a result of the higher 
write-downs on property, plant and equipment, following the refurbishment and expansion of the 
ATM machines. 

Abs. % Abs. %

Financial assets held for trading (51.2)           (77.7)          26.5       -34.1% (5.4)          (0.2)           (5.2)       n.s.

Financial trading liabilities 33.9           82.6          (48.7)       -59.0% (17.1)        3.2           (20.3)     n.s.

Exchange rate effects 10.5           23.4          (12.9)       -55.1% 3.5          2.1           1.4       66.7%

Derivatives 7.0            152.1         (145.1)     -95.4% (1.8)          (8.8)           7.0       -79.5%

Trading results 0.2           180.4        (180.2)    -99.9% (20.8)       (3.7)          (17.1)     n.s.

 FVO Results (3.4)            99.3          (102.7)     n.s. (2.0)          (0.8)           (1.2)       n.s.

Disposal / repurchase 578.0         161.5         416.5     n.s. 26.2        533.0        (506.8)    -95.1%

Net profit (loss) from trading 574.8        441.2        133.6    30.3% 3.4         528.5       (525.1)   -99.4%

 Items 31 12 2017 31 12 2016
Chg. Y/Y Chg. Q/Q

4°Q 2017 3°Q 2017
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As a result of these factors, the Groupõs Gross Operating Income totalled EUR 1,483 mln (EUR 
1,661 mln in 2016), with a contribution of EUR 152 mln from 4Q17, a decline from the previous 
quarter. 

 

Net impairment (losses)/ reversals on loans and financial assets 

In 2017, the Group recognised Net impairment (losses)/ reversals on loans, financial assets and 
other transactions of EUR 5,460 mln, an increase of EUR 959 mln from the previous year, mainly 
due to: i) net impairment losses posted at the beginning of the year on the loans to be transferred 
following the adjustment to their recoverable value and other additional charges envisaged in the 
agreement with Quaestio (in total, EUR -3.9 bn, already recognised as at 30 June 2017); ii) recovery 
costs associated with the long-term servicing contract signed with JV Cerved/Quaestio for managing 
the outsourcing of MPS Groupõs doubtful loans (EUR -170 mln); iii) write-down of the equity 
investments in the Atlante Fund (EUR -30 mln, already recognised in the first half of the year) and in 
Banca Popolare di Spoleto (EUR -8 mln); iv) write-down of the share held in the Voluntary Scheme 
(for a total amount of EUR -46 mln). The results for 4Q17 were up by EUR 333 mln from the 
previous quarter. 

The ratio of 2017 net impairment losses on loans to total Loans to Customers reflects a Provisioning 
Rate of 585 bps, or 172 bps net of the balance sheet and income statement effects of the transferred 
doubtful loans.  

Abs. % Abs. %

Wages and salaries (1,137.5) (1,157.7) 20.2      -1.7% (280.6) (280.2) (0.4) 0.1%

Social-welfare charges (308.2) (318.7) 10.5      -3.3% (75.8) (76.3) 0.5        -0.7%

Other personnel expenses (129.7) (134.1) 4.5        -3.3% (30.7) (32.3) 1.6        -4.8%

Personnel expenses (1,575.4) (1,610.5) 35.2     -2.2% (387.1) (388.8) 1.7       -0.4%

Taxes (263.5) (287.3) 23.8      -8.3% (50.0) (70.0) 20.0      -28.6%

 Furnishing, real estate and security  

expenses 
(171.4) (187.1) 15.7      -8.4% (39.0) (44.9) 5.9        -13.1%

General operating expenses (201.5) (201.6) 0.1        0.0% (51.8) (49.9) (1.9) 3.8%

Information technology expenses (166.7) (180.0) 13.3      -7.4% (41.8) (40.2) (1.6) 4.0%

Legal and professional expenses (172.8) (204.2) 31.4      -15.4% (72.0) (37.0) (35.0) 94.6%

Indirect personnel costs (11.4) (13.7) 2.3        -16.8% (3.9) (1.9) (2.0) n.s.

Insurance (29.2) (31.7) 2.5        -7.9% (7.5) (7.2) (0.3) 4.2%

 Advertising, sponsorship and 

promotions 
(12.5) (16.6) 4.1        -24.7% (6.5) (2.0) (4.5) n.s.

Other 1.5            (14.0) 15.5      n.s. 14.6         (4.0) 18.6      n.s.

Expenses recovery 323.2         344.2         (21.0) -6.1% 65.6         84.8         (19.2) -22.6%

Other administrative expenses (704.3) (792.0) 87.7     -11.1% (192.3) (172.3) (20.0) 11.6%

Tangible assets (133.1) (111.8) (21.3) 19.1% (37.5) (32.5) (5.0) 15.4%

Intangible assets (130.3) (107.0) (23.3) 21.8% (33.6) (32.2) (1.4) 4.3%

 Amortization and impairment 

losses 
(263.4) (218.8) (44.6) 20.4% (71.1) (64.7) (6.4) 9.9%

Operating costs (2,543.0) (2,621.3) 78.3     -3.0% (650.5) (625.8) (24.7) 3.9%

Chg Y/Y Chg Q/Q
31 12 2017  Type of transaction 31 12 2016  4°Q 2017 3°Q 2017
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Consequently, the Groupõs Net Operating Income in 2017 was negative for EUR 3,977 mln, 
compared to a negative value of EUR 2,840 mln in the previous year.    

 

Non-operating income, tax and net profit for the year 

The Result for the year included the following items: 

¶ Net provisions for risks and charges in the amount of EUR -233 mln, mainly allocated for legal 
risks. As at 31 December 2016 there was a positive balance of EUR 44 mln, which also benefitted 
from the release of provisions recognised against tax and legal risks which did not emerge or were 
attenuated. 

¶ Losses on investments for EUR -14 mln related to write-downs on the associates Trixia, 
Interporto Toscano, and Fidi Toscana, partially offset by the gain on the sale of the investment in 
Intermonte Sim Sgr realised in 4Q17. As at 31 December 2016, this item was positive for EUR 12 
mln, referring essentially to the capital gain realised from the sale of Fabrica Immobiliare SGR. 

¶ Restructuring costs/One-off costs, amounting to EUR -330 mln, include the restructuring costs 
allocated against the early retirement incentives/provision for personnel (EUR -282 mln) relating 
to the agreement of 3 August 2017 for the exits in November (1,215 resources in 4Q17), charges 
related to branch closures set forth in the restructuring plan (EUR -17 mln), and expenses 
associated with the doubtful loan securitisation transaction, contracts for the overall outsourcing of 
the doubtful debt collection platform, and the long-term servicing contract for managing doubtful 
loans, as agreed with Cerved/Quaestio (totalling EUR -32 mln). 

¶ Risks and charges related with SRF, DGS and similar schemes, had a balance of EUR -92 
mln, reflecting the entire contribution due from the Group to the Single Resolution Fund, 
recognised in the first quarter (EUR 62 mln), with the remainder (EUR 30 mln) referring to the 
share to be paid to the IDPF (DGS) accounted for in 3Q17. The balance as at 31 December 2016, 
equivalent to EUR -241 mln, included two additional yearly contributions to the National 
Resolution Fund, as required by Bank of Italy on 28 December 2016 pursuant to art. 25 of Law 
Decree 237/2016.  

¶ DTA Fee, amounting to EUR -71 mln. This amount, determined according to the criteria set forth 
in Law Decree 59/2016, converted into Law no. 119 of 30 June 2016, represents the fee as at 31 
December 2017 on DTA (Deferred Tax Assets) that can be converted into a tax credit. 

Abs. % Abs. %

 Loans to banks (1.7)             (0.3)            (1.4)n.s. (0.4)           5.1           (5.5) n.s.

    - Loans (2.2)             (0.4)            (1.8) n.s. (0.4)           4.9           (5.3) n.s.

    - Debt securities 0.5             0.1            0.4             n.s. -              0.2           (0.2) -100.0%

 Loans to customers (5,321.9)       (4,466.7)      (855.2) 19.1% (551.2)        (180.1)        (371.1) n.s.

    - Loans (5,322.1)       (4,465.8)      (856.3) 19.2% (551.3)        (180.2)        (371.1) n.s.

    - Debt securities 0.2             (0.9)            1.1             n.s. 0.1           0.1           -           0.0%

 Impairment losses on loans (5,323.6)      (4,467.0)     (856.6) 19.2% (551.6)       (175.0)       (376.6) n.s.

 Financial assets available for sale (93.1)           (41.8)          (51.3) n.s. (29.9)          (29.7)         (0.2) 0.7%

 Guarantees and commitments (43.2)           7.9            (51.1) n.s. 24.0          (19.8)         43.8      n.s.

 Total financial activities and 

other operations 
(136.3)         (33.9)         (102.4) n.s. (5.9)          (49.5)        43.6     -88.1%

 Total (5,459.9)      (4,500.9)     (959.0)         21.3% (557.5)       (224.5)       (333.0) n.s.

Chg. Y/Y Chg. Q/Q
 Reversals 31 12 2017  31 12 2016   4°Q 2017  3°Q 2017 
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¶ Gains (losses) on disposal of investments for an amount of EUR 531 mln (resulting from the 
gain on the sale of the merchant acquiring business unit to CartaSi and the sale of a property owned 
by MPS Belgio) compared to a result of EUR 33 mln as at 31 December 2016 (related to the 
realised gain from the sale of a property owned by the investee CO.E.M.). 

Due to the changes discussed above, the Groupõs Loss before tax from continuing operations 
stood at EUR -4,186 mln, down with respect to 2016 levels, which recorded a loss of EUR -3,179 
mln. 

Tax expense (recovery) on income from continuing operations amounted to income of EUR 710 
mln. This result can essentially be attributed to the partial reassessment - equal to EUR 572 mln - of 
DTAs from tax losses accrued but not recognised in previous years, induced primarily by the 
regulatory measure which ordered the reduction in the ACE benefit (cf. article 7 of Law Decree no. 50 
of 24 April 2017). The item also includes the ACE accrued for EUR 51 mln. Indeed, on a forward-
looking basis, the lower ACE deductions planned as of 2017 and thereafter will reduce, with respect to 
what was expected with the regulations previously in force, the absorption of future taxable income, 
which therefore may be allocated to a greater extent to offsetting previous tax losses. 

Considering the net effects of the PPA (EUR -26 mln), the Groupõs consolidated loss for 2017 
amounted to EUR -3,502 mln, compared to a loss of EUR 3,241 mln in 2016. 

*****  

In compliance with Consob instructions, following is a statement of the reconciliation of the 
Shareholdersõ equity and Net profit and loss for the year of the Parent Company with the Groupõs 
Shareholdersõ equity and Net profit and loss for the year:  

 

 

 

  

Shareholders' equity Net profit (loss)

Balance as per Parent Company's Accounts 9,647.5                      (2,857.4)                     

including Parent Company's valuation reserves (61.5)                        -                              

Impact of line-by-line consolidation of subsidiaries (2,501.9)                     (1,526.9)                     

Impact of associates 249.0                        99.4                          

Reversal of dividends from subsidiaries -                              (20.9)                         

Effect of write off of depreciation/revaluation of equity investments 2,539.0                     106.4                        

Other adjustments 382.3                        697.1                        

Subsidiaries' valuation reserves 113.2                        -                              

Consolidated balance 10,429.1                   (3,502.3)                   

including  valuation reserves 51.7                         

Reconciliation between Parent Company and Consolidated Net Equity and Profit (Loss) for the period
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Reclassified balance sheet 

 

  

Reclassified Consolidated Balance Sheet 

abs. %

Cash and cash equivalents                4,092.3                1,084.5                3,007.8 n.s.

Receivables :

    a) Loans to customers                              86,456.3            106,692.7             (20,236.4) -19.0%

    b) Loans to banks                9,966.2                8,936.2                1,030.0 11.5%

Marketable assets 24,168.4             25,929.3             (1,760.9)              -6.8%

Equity investments 1,034.6               1,031.7               2.9                    0.3%

Property, plant and equipment / Intangible assets 2,854.2               2,942.9               (88.7)                  -3.0%

of which:

    a) goodwill 7.9                    7.9                    -                       

Other assets 10,582.2             6,561.2               4,021.0               61.3%

Total assets 139,154.2           153,178.5           (14,024.4)           -9.2%

abs. %

Payables

    a) Deposits from customers and securities issued 97,801.8             104,573.5           (6,771.7)              -6.5%

    b) Deposits from banks 21,084.9             31,469.1             (10,384.2)            -33.0%

Financial liabilities held for trading 4,476.9               4,971.8               (494.9)                -10.0%

Provisions for specific use

    a) Provisions for staff severance indemnities 199.5                 252.9                 (53.4)                  -21.1%

    b) Pensions and other post retirement benefit 

        obligations
50.1                   53.6                   (3.5)                   -6.5%

    c) Other provisions 1,088.4               1,054.5               33.9                   3.2%

Other liabilities 4,021.2               4,342.7               (321.5)                -7.4%

Group net equity 10,429.1             6,425.5               4,003.6               62.3%

    a) Valuation reserves 51.7                   47.3                   4.4                    9.3%

    d) Reserves 3,864.8               2,253.6               1,611.2               71.5%

    e) Share premium -                       -                       -                       

    f) Share capital 10,328.6             7,365.7               2,962.9               40.2%

    g) Treasury shares (-) (313.7)                -                       (313.7)                

    h) Net profit (loss) for the year (3,502.3)              (3,241.1)              (261.2)                8.1%

Non-controlling interests 2.3                    34.9                   (32.6)                  -93.4%

Total Liabilities and Shareholders' Equity 139,154.2           153,178.5           (14,024.3)           -9.2%

Chg

Chg
LIABILITIES

ASSETS 31/12/17 31/12/16

31/12/17 31/12/16
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Reclassified Consolidated Balance Sheet - Quarterly Trend 

31/12/17 30/09/17 30/06/17 31/03/17 31/12/16 30/09/16 30/06/16 31/03/16

Cash and cash equivalents      4,092.3        821.9         843.1         879.1       1,084.5        941.4         794.6         913.4 

Receivables :

    a) Loans to customers                 86,456.3   91,041.1   89,713.1    102,406.9  106,692.7   104,612.4 107,547.8  113,544.3  

    b) Loans to banks 9,966.2     12,897.0   13,116.4    8,451.4            8,936.2 7,669.4     7,953.1     6,856.1     

Marketable assets 24,168.4   25,403.0   24,089.8    26,511.8    25,929.3    35,748.3   36,022.6    39,999.9    

Equity investments 1,034.6     1,001.2     1,023.6      1,013.0      1,031.7      910.7       948.0        934.3        

Property, plant and equipment / Intangible assets 2,854.2     2,833.7     2,844.7      2,894.2      2,942.9      3,016.9     3,059.8     3,112.4     

of which:

    a) goodwill 7.9          7.9          7.9           7.9           7.9           7.9          7.9           7.9           

Other assets 10,582.2   11,101.2   11,958.8    6,648.2      6,561.2      7,230.0     8,059.6     8,285.2     

Total assets 139,154.2 145,099.1 143,589.5 148,804.6 153,178.5  160,129.1 164,385.5 173,645.6 

31/12/17 30/09/17 30/06/17 31/03/17 31/12/16 30/09/16 30/06/16 31/03/16

Payables

    a) Deposits from customers and securities issued97,801.8   102,968.4 106,543.9  109,390.0  104,573.5   105,461.4 112,045.2  119,507.9  

    b) Deposits from banks 21,084.9   21,566.1   22,802.8    22,837.5    31,469.1    25,282.4   19,465.8    17,524.7    

Financial liabilities held for trading 4,476.9     4,201.1     4,449.9      4,412.4      4,971.8      13,802.7   15,854.7    20,051.0    

Provisions for specific use

    a) Provisions for staff severance indemnities 199.5       234.7       233.7        252.5        252.9        251.3       249.9        247.7        

    b) Pensions and other post retirement benefit 

        obligations
50.1         45.9         47.3          52.5          53.6          51.2         52.3         51.4         

    c) Other provisions 1,088.4     959.8       958.8        954.2        1,054.5      1,018.8     1,012.5     1,050.0     

Other liabilities 4,021.2     4,176.4     5,503.2      4,861.2      4,342.7      5,489.2     5,750.4     5,511.9     

Group net equity 10,429.1   10,944.5   3,047.7      6,041.9      6,425.5      8,745.6     9,928.7     9,675.3     

    a) Valuation reserves 51.7         60.5         102.0        7.4           47.3          (24.7)        7.7           (36.5)        

    d) Reserves 3,864.8     (1,494.4)    (1,177.4)     (1,162.0)     2,253.6      617.2       617.2        610.5        

    e) Share premium -              -             -              -              -               -             -              6.3           

    f) Share capital 10,328.6   15,692.8   7,365.7      7,365.7      7,365.7      9,001.8     9,001.8     9,001.8     

    g) Treasury shares (-) (313.7)      (313.7)      -              -              -               -             -              -              

    h) Net profit (loss) for the year (3,502.3)    (3,000.7)    (3,242.6)     (169.2)       (3,241.1)     (848.7)      302.0        93.2         

Non-controlling interests 2.3           2.2          2.2           2.4           34.9          26.5         26.0         25.7         

Total Liabilities and Shareholders' Equity 139,154.2 145,099.1 143,589.5 148,804.6 153,178.5  160,129.1 164,385.5 173,645.6 

ASSETS

LIABILITIES
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Customer funding 

The Groupõs Total Funding as at 31 
December 2017 amounted to EUR 193.6 
bn (-4.5% versus 31 December 2016) 
with an overall decline in volumes of 
EUR 7.6 bn in the fourth quarter, mainly 
due to the decrease in direct funding with 
institutional counterparties as well as 
assets under custody.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Volumes of Direct Funding, which at the end of the year stood at EUR 97.8 bn, recorded a decrease 
of EUR 6.8 bn compared to the end of December 2016, primarily due to the drop in repurchase 
agreements with institutional counterparties and the bond component (impacted by the effect of 
burden sharing on institutional subordinated loans and maturities during the year), only partially offset 
by growth in current accounts, deposits, and other forms of funding. Compared to 30 September 2017, 
the aggregate was down EUR 5.2 bn, primarily in the segment of repurchase agreements with 
institutional counterparties (EUR -4.3 bn), while bonds were stable as repayments at maturity were 
offset by issues of senior debt securities, such as the recovery of the 2008-2018 T2 subordinated bond 
subject to burden sharing.  

The Groupõs market share3 on Direct Funding was 3.78% (figure updated in October 2017), up 23 bps 
compared to the end of 2016.  

                                                      

3  Deposits and repurchase agreements (excluding repurchase agreements with central counterparties) from resident consumer clients and bonds net of repurchases placed 
with resident consumer clients as first-instance borrowers. The value of Direct Funding in October did not include the effects of the recovery of the subordinated bond 
that was subject to burden sharing. 

Customer Funding 

31/12/17 30/09/17 31/12/16 Abs. % Abs. %

Direct funding 97,801.8         102,968.4    104,573.5    -5,166.6 -5.0% -6,771.7 -6.5%

Indirect funding 95,845.7         98,242.9      98,151.8      -2,397.2 -2.4% -2,306.1 -2.3%

Total funding 193,647.5      201,211.3    202,725.3   -7,563.8 -3.8% -9,077.8 -4.5%

Chg Q/Q Chg Y/Y

Background 

In the period from January through October of 2017, direct funding showed 
essentially flat performance (-0.7% compared to the same period in 2016), 
reflecting the positive trend in deposits from resident consumer clients, up 3.3% 
in the period (net of repo transactions with central counterparties and deposits 
connected with loan transfers) and the steady drop in bonds (-17.8%). 
Customers therefore continue to show high preference for liquid, risk-free 
instruments, also as a result of the low opportunity cost of holding such 
instruments. Bank bonds are instead penalised by the higher cost for the issuer 
with respect to the liquidity offered by the ECB and low demand resulting 
especially from the content of the regulation on banking crises (òbail-inó). 

With reference to interest rates, the average rate on deposits of non-financial 
companies and households was around 0.40% (0.39% in November), a slight 
decline compared to the end of 2016, while the bond rate continues to decline 
(2.64% in November, -10 bps compared to December 2016).  The average 
weighted cost of direct funding for the ABI sample, which includes larger banks, 
declined throughout 2017, reaching just below 0.70% (0.68% in November). 

New flows of assets under management recorded significant progress. In the 
first ten months of the year, the net funding from mutual funds was nearly 
double that for all of 2016 (roughly EUR 64,500 mln compared to EUR 34,400 
mln), with the percentage of bond products dropping to nearly 37%, compared 
to nearly 50% in 2016. In January-October 2017, funding on individual retail 
portfolio management, of EUR 4,001 mln, was positive, after net flows which 
basically broke even in 2016. Assets under management from open-end funds 
were up by roughly 11.4% in October compared to December of the previous 
year, while the stock relating to individual portfolio management grew by 2.5%. 
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Indirect Funding  came to EUR 95.8 bn at the end of December, a decline from 31 December 2016 
(EUR -2.3 bn), due to the reduction in assets under custody (EUR -3.7 bn), which was influenced by 
the movement in a large Corporate position. Instead, asset management was up (EUR +1.4 bn). The 
comparison with 30 September 2017 shows a trend similar to the annual performance (EUR -2.4 bn), 
with a reduction in assets under custody (EUR -3.2 bn) and growth in assets under management (EUR 
+0.8 bn). In addition, the trend in the aggregate was negatively influenced during the quarter by the 
effects of the recovery transaction for the subordinated bond subject to burden sharing (2008-2018 
T2). 

As regards assets under management, with a balance of EUR 58.6 bn, this aggregate was up 
compared to December 2016 as well as 30 September 2017. This growth was seen across all segments 
with the exception of Wealth Management. 

 

 

  

Direct funding 

Type of transaction 31/12/17 30/09/17 31/12/16 Abs. % Abs. %

Current accounts 51,465.5          50,561.2        40,972.6      904.3         1.8% 10,492.9     25.6%

Time deposits 10,469.0          11,556.9        10,133.5      (1,087.9)      -9.4% 335.5         3.3%

Reverse repurchase agreements 8,572.3           12,874.7        25,295.8      (4,302.4)      -33.4% (16,723.5)    -66.1%

Bonds 18,521.7          18,468.6        23,676.3      53.1           0.3% (5,154.6)     -21.8%

Other types of direct funding 8,773.3           9,507.0         4,495.3        (733.7)        -7.7% 4,278.0      95.2%

Total 97,801.8         102,968.4     104,573.5    (5,166.6)    -5.0% (6,771.7)    -6.5%

Change Q/Q Change Y/Y 

Indirect Funding 

Change Q/Q Change Y/Y

31/12/17 30/09/17 31/12/16 Abs. % Abs. %

Assets under management 58,599.4      57,812.7      57,180.9      786.7 1.4% 1,418.5 2.5%

Mutual Funds/Sicav 28,477.9      27,891.6      27,020.5      586.3 2.1% 1,457.4 5.4%

Individual Portfolio under 

Management
5,933.0       6,149.0       6,619.7       -216.1 -3.5% -686.8 -10.4%

Insurance Products 24,188.5      23,772.1      23,540.6      416.5 1.8% 647.9 2.8%

Assets under custody 37,246.3      40,430.2      40,971.0      -3,183.9 -7.9% -3,724.7 -9.1%

Total funding 95,845.7     98,242.9     98,151.8     -2,397.2 -2.4% -2,306.1 -2.3%
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Loans to customers 

As at 31 December 2017, the Groupõs 
Loans to Customers amounted to EUR 
86.5 bn, down EUR 20.2 bn compared to 
the end of December 2016 and EUR 4.6 
bn from 30 September 2017. The trend in 
the aggregate during the quarter reflects 
the reduction in the segments of 
repurchasing agreements with 
institutional counterparties (EUR -2.5 bn) 
and commercial lending. 

The Groupõs market share4 stood at 
6.64% (last available figure from October 
2017), stable compared to the end of 
2016.  

 

 

 

 

 

 

 

 

 

The medium/long-term component recorded new disbursements of EUR 6.3 bn in 2017, for both 
households and businesses, down 18.7% Y/Y. 

Please note that, also considering the transferred portfolio of doubtful loans, non-performing loans 

stood at EUR 14.8 bn as at 31 December 2017.  

                                                      

4  Loans to resident consumer clients, including NPLs and net of repo transactions with central counterparties. 

Loans to customers

Type of transaction 31/12/17 30/09/17 31/12/16 Abs. % Abs. % Abs. %

Current accounts 5,757.5          6,032.6     6,313.2       (275.1)     -4.6% (555.7)        -8.8% (555.7)         -8.8%

Mortgages 46,868.4         47,682.2    49,532.6      (813.8)     -1.7% (2,664.2)      -5.4% (2,664.2)       -5.4%

Other forms of lending 17,903.5         18,906.8    20,542.0      (1,003.3)   -5.3% (2,638.5)      -12.8% (2,638.5)       -12.8%

Repurchase agreements 4,524.8          7,064.1     8,854.6       (2,539.3)   -35.9% (4,329.8)      -48.9% (4,329.8)       -48.9%

Securities lending 1,050.1          1,072.3     1,130.3       (22.2)       -2.1% (80.2)          -7.1% (80.2)           -7.1%

Non performing loans 10,352.0         10,283.1    20,320.0      68.9        0.7% (9,968.0)      -49.1% (9,968.0)       -49.1%

Total 86,456.3       91,041.1   106,692.7   (4,584.8) -5.0% (20,236.4)  -19.0% (20,236.4)   -19.0%

Change Q/Q Change 31.12 Change Y/Y 

Background 

 

 During 2017, the growth in bank loans maintained its modest pace, despite 
more dynamic growth in the economy and improvement in supply conditions. 
During the January-November period, this item increased at an annual rate of 
1% over the corresponding period in 2016, and can be compared with a slightly 
lower growth rate (around 0.7%) in 2016.  The gap between the trend in lending 
to households (up 2.5% during the period) and non-financial companies (which 
is flat at 0.05%) is growing. The former was impacted by ever more encouraging 
signs of a recovery in disposable income and the real estate market, while loans 
to non-financial companies remain weak despite the recovery in GDP growth, 
the renewal of tax measures supporting investments in operating assets and 
digital technologies, as well as the legislative initiatives supporting company 
capitalisation.   

With regard to interest rates, in October the interest rate on the total stock of 
loans was 2.74%, down 11 bps compared to December 2016.  On new 
transactions, the rate for loans to households for home purchases is 2.0%, while 
the rate for non-financial companies remains around 1.5%. In particular, rates 
on new loans of less than EUR 1 mln to non-financial companies (2.0%) were 
down 25 basis points compared to December 2016. 

The stock of doubtful continues to decline, down 13.1% in November 2017 
compared to November 2016.  Loan transfers had an impact of EUR 30,171 
mln (in 2016 transfers reached EUR 18,000 mln for the entire year). Net of 
these transactions, the annual change in November 2017 was positive and just 
under 7.8%. Net of allowances for impairment, doubtful loans represented 
approximately 3.5% of bank loans, down compared to the average of 4.5% in 
the second half of 2016.   
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Non-performing loans5 

As at 31 December 2017, the Groupõs exposure to gross non-performing loans totalled EUR 45.1 
bn, down compared to the end of December 2016 (EUR -0.7 bn) and essentially flat compared to 30 
September 2017. As concerns the quarterly trend of the non-performing loan segment, in 4Q17 there 
was an increase of EUR 1.1 bn in doubtful loans and a reduction in unlikely to pay (EUR -0.8 bn) and 
non-performing past due exposures (EUR -0.3 bn). Net of gross non-performing loans òheld for saleó, 
the gross exposure would decline from EUR 45.1 bn to EUR 20.9 bn. 

As at 31 December 2017, the Groupõs net exposure to non-performing loans stood at EUR 14.8 bn 
recording a decline of EUR 5.5 bn since the beginning of the year, mainly attributable to net 
adjustments on the transferred loans following the adjustment of their recoverable value and a 
decrease of EUR 0.3 bn compared to 30 September 2017. This net exposure includes EUR 4.4 bn 
relating to the non-performing loans held for sale, net of which the value would have been EUR 10.4 
bn, marking a significant improvement in the ratio of net non-performing loans to net loans to 
customers, which dropped from 16.3% to 12.0%. Within the aggregate, the percentage of unlikely to 
pay loans and past due exposures remained substantially stable in the fourth quarter of 2017, while 
doubtful loans increased (from 7.6% in September to 8.3% in December). 

As at 31 December 2017, coverage of non-performing loans stood at 67.2%, an increase compared to 
31 December 2016 (55.6%) and 30 September 2017 (66.4%). 

 

 

  

                                                      

5 Includes the component of non-performing loans included in item 70 òLoans to customersó, and also part of item 150 òNon-current assets and groups of assets held 

for sale and discontinued operationsó for the portion relating to the transferred doubtful loans. 

 Doubtful 

loans 

 Unlikely 

to pay 

 Non 

performing 

Past due 

 Non-

performing 

exposures 

 Perfoming 

exposures 
 Total 

 - of which 

forbone 

impaired 

 - of which 

forborne not 

impaired 

Gross exposure 32,967.0     11,595.4  520.0          45,082.4    76,798.6     121,881.0  9,465.1     2,465.8     

Provisions 25,435.4     4,715.6    133.3          30,284.3    555.2         30,839.5   4,328.6     95.3         

Net exposure 7,531.6       6,879.8    386.7          14,798.1    76,243.4     91,041.5   5,136.5     2,370.5     

Coverage ratio 77.2% 40.7% 25.6% 67.2% 0.7% 25.3% 45.7% 3.9%

 % on Loans to customers 8.3% 7.6% 0.4% 16.3% 83.7% 100.0% -              -              

30 09 17 30 09 17 30 09 17 30 09 17 30 09 17 30 09 17 30 09 17 30 09 17

Gross exposure 31,851.7     12,378.7  783.4          45,013.8    81,313.9     126,327.7 9,553.5     2,590.7     

Provisions 24,579.9     5,097.6    194.5          29,872.0    555.9         30,427.9   4,250.5     92.6         

Net exposure 7,271.8       7,281.1    588.9          15,141.8     80,758.0     95,899.8   5,303.0     2,498.1     

Coverage ratio 77.2% 41.2% 24.8% 66.4% 0.7% 24.1% 44.5% 3.6%

 % on Loans to customers 7.6% 7.6% 0.6% 15.8% 84.2% 100.0% -              -              

31 03 17 31 03 17 31 03 17 31 03 17 31 03 17 31 03 17 31 03 17 31 03 17

Gross exposure 29,424.4     15,246.6  1,114.4        45,785.4    87,060.9     132,846.3 9,907.6     2,747.5     

Provisions 19,059.5     6,145.8    260.1          25,465.4    688.1         26,153.5   3,784.3     122.5       

Net exposure 10,364.9     9,100.8    854.3          20,320.0    86,372.8     106,692.8 6,123.3     2,625.0     

Coverage ratio 64.8% 40.3% 23.3% 55.6% 0.8% 19.7% 38.2% 4.5%

 % on Loans to customers 9.7% 8.5% 0.8% 19.0% 81.0% 100.0% -              -              

31 12 17

30 09 17

31 12 16
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Financial assets/liabilities 

As at 31 December 2017, the Groupõs tradable financial assets amounted to EUR 24.2 bn, down 6.8% 
compared to the end of the previous year. This item also posted a decline of 4.9% compared to 30 
September 2017 (EUR -1.2 bn), principally in the trading component relating to the subsidiary MPS 
Capital Services (which declined during the quarter, in particular on Italian government debt securities, 
for which the company acts as primary dealer). Financial liabilities held for trading declined compared 
to the end of 2016 by EUR 0.5 bn but posted an increase of EUR 0.3 bn compared to 30 September 
2017.  

 

 

Changes in gross exposure

 abs/%  Doubtufl loans 
 Unlikely to 

pay 

 Non 

performing 

past due 

 Non 

performing 

exposures 

 

Performing 

exposures 

 Total  

 - of which 

forbone 

impaired 

 - of which 

forborne not 

impaired 

 Q/Q abs. 1,115.3                (783.3)         (263.4)           68.6           (4,515.3)       (4,446.7)     (88.4)         (124.9)        

% 3.5% -6.3% -33.6% 0.2% -5.6% -3.5% -0.9% -4.8%

Y/Y abs. 3,542.6                (3,651.2)       (594.4)           (703.0)         (10,262.3)     (10,965.3)    (442.5)        (281.7)        

% 12.0% -23.9% -53.3% -1.5% -11.8% -8.3% -4.5% -10.3%

Changes in coverage ratio

 Doubtful loans 
 Ulikely to 

pay 

 Non 

performing 

past due 

 Non 

performing 

exposures 

 

Performing 

exposures 

 Total 

 Q/Q -0.02% -0.51% 0.81% 0.81% 0.04% 1.22%

Y/Y 12.38% 0.36% 2.29% 11.56% -0.07% 5.62%

Abs. % Abs. %

Tradable financial assets 24,168.4 25,403.0 25,929.3 (1,234.6) -4.9% (1,760.9) -6.8%

Financial assets held for trading 8,718.0 10,101.7 9,266.2 (1,383.7) -13.7% (548.2) -5.9%

Financial assets available for sale 15,450.4 15,301.3 16,663.1 149.1 1.0% (1,212.7) -7.3%

Financial liabilities held for trading 4,476.9 4,201.1 4,971.8 275.8 6.6% (494.9) -10.0%

31 12 2017  30 09 2017  31 12 2016   Items 
Chg. Y/YChg. Q/Q
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Interbank position 

At the end of December 2017, the net interbank position of the Group stood at EUR 11.1 bn in 
funding, down by EUR 11.4 bn compared to the balance as at 31 December 2016. This trend can be 
attributed to the improvement in commercial liquidity (increase in direct funding and simultaneous 
reduction in loans) and government-backed issues carried out in the first quarter of 2017, which made 
it possible to reduce exposure to the ECB. Furthermore, the change of EUR 2.4 bn compared to 30 
September 2017 is primarily attributable to the drop in loans to banks in the form of ECB deposits. 

 

As at 31 December 2017, the operating liquidity position had an unencumbered Counterbalancing 
Capacity of EUR 21.1. bn, a considerable increase of EUR 14.2 bn compared to the value recorded 
as at 31 December 2016 and in line with that of 30 September 2017. 

  

 Tradable 

financial assets 

 Financial 

liabilities held 

for tradig 

 Tradable 

financial assets 

 Financial 

liabilities held 

for tradig 

 Tradable 

financial 

assets 

 Financial 

liabilities 

held for 

tradig 

Debt securities 20,331.5         -                    21,510.5          -                    20,979.4        -                  

Equity instruments and Units of 

UCITS
505.1             -                    476.8              -                    527.7            -                  

Loans -                   2,903.3           -                    2,506.4           265.2            2,665.6          

Derivatives 3,331.8           1,573.6           3,415.7           1,694.7           4,157.0          2,306.2          

Total 24,168.4         4,476.9           25,403.0          4,201.1           25,929.3        4,971.8          

31 12 2017 30 09 2017 31 12 2016  

 Items 

Interbank balances

31/12/17 30/09/17 31/12/16 Abs. % Abs. %

Loans to banks 9,966.2         12,897.0         8,936.2        (2,930.8)       -22.7% 1,030.0          11.5%

Deposits from banks 21,084.9        21,566.1         31,469.1      (481.2)         -2.2% (10,384.2)        -33.0%

Net position (11,118.7)      (8,669.1)         (22,532.9)   (2,449.6)     28.3% 11,414.2        -50.7%

Change Q/Q Change Y/Y 
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Shareholdersõ equity 

As at 31 December 2017, the Group shareholdersõ equity and non-controlling interests amounts 
to around EUR 10.4 bn, an improvement of approx. EUR 4.0 bn compared to the end of December 
2016, mainly due to the effects of the precautionary recapitalisation and burden sharing, and down by 
nearly EUR 0.5 bn compared to 30 September 2017 due to the loss posted in 4Q17.  

 

  

Reclassified Consolidated Balance Sheet 

Equity Abs. % Abs. %

Group net equity 10,429.1      10,944.5      6,425.5        (515.4)         -4.7% 4,003.7        62.3%

    a) Valuation reserves 51.7            60.5            47.3            (8.8)            -14.5% 4.4             9.3%

    c) Equity instruments carried at equity -                -                 -                -                -                

    d) Reserves 3,864.8        (1,494.4)       2,253.6        5,359.2        n.s. 1,611.2        71.5%

    e) Share premium -                -                 -                -                -                

    f) Share capital 10,328.6      15,692.8      7,365.7        (5,364.2)       -34.2% 2,962.9        40.2%

    g) Treasury shares (-) (313.7)         (313.7)         -                -                (313.7)         

    h) Net profit (loss) for the period (3,502.3)       (3,000.7)       (3,241.1)       (501.6)         16.7% (261.2)         8.1%

Non-controlling interests 2.3             2.2              34.9            0.1             4.5% (32.6)           -93.4%

Total Group Shareholder's Equity and 

Non-controlling interests 
10,431.4     10,946.7     6,460.4      (515.3)        -4.7% 3,971.1       61.5%

Chg Q/Q Chg Y/Y
31/12/17 30/09/17 31/12/16
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Results by operating segment 

Identification of operating segments 

For the purpose of identifying the Operating Segments provided for by IFRS 8, the Group has 
adopted the business approach. Consolidated income statement and balance sheet data are broken 
down and re-aggregated based on criteria including: business area concerned, operating structure of 
reference, relevance and strategic importance of activities carried out, and customer clusters served. 

The new Parent Company structure was outlined at the end of 2016 within the scope of the broader 
objectives of the Plan and was fully implemented at the start of 2017. It envisages the implementation 
of a specialised commercial organisational model with three Departments (Retail, Wealth Management 
and Corporate), each of which is responsible for the pertinent markets, segments and products. In 
particular, in terms of innovative elements, note the creation of the Wealth Management Department, 
focusing on monitoring and developing customers of high standing, and Banca Widiba SpA, which has 
become more important as an autonomous business segment. 

Based on the Groupõs current organisational structures and the reporting criteria at the highest 
decision-making level, the following operating segments were identified: 

¶ Retail Banking, which includes the sales activities of Retail customers (Value, Premium and Small 
Business segments); 

¶ Corporate Banking, which includes the sales activities of Corporate customers (SME, Entities and 
Top Corporate segments), Large Corporate Area, Foreign Branches and the subsidiaries MPS 
Capital Services, MPS Leasing & Factoring and the foreign banks MP Belgio and MP Banque; 

¶ Wealth Management, which includes the sales activities of Private Banking customers (Private 
Banking and Family Office segments) and the subsidiary MPS Fiduciaria; 

¶ Banca Widiba SpA, which includes the financial advisor network and the self-service channel; 

¶ Corporate Centre, which in addition to cancellations of intragroup entries, incorporates the results 
of the following business centres: 

¶ service operations supporting the Groupõs business, dedicated in particular to the management 
and development of IT systems (MPS Group Operating Consortium); 

¶ companies consolidated at equity and held for sale; 

¶ operating units, such as proprietary finance, ALM, Treasury and Capital Management which, 
individually, fall below the disclosure requirements for primary reporting. 

The comparison periods were restated retrospectively to reflect the current segment reporting 
structure. 
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Results in brief 

The following table reports the main income statement and balance sheet items that characterised the 

Groupõs Operating Segments as at 31 December 2017. 

 

(*) The values stated in the Sales & Distribution segments are gross interest-bearing loans and therefore do not include the allowance for 
impairment.  

  

SEGMENT REPORTING

Primary segment

(EUR mln) 31/12/17
Chg % 

Y/Y
31/12/17

Chg % 

Y/Y
31/12/17

Chg % 

Y/Y
31/12/17

Chg % 

Y/Y
31/12/17

Chg % 

Y/Y
31/12/17

Chg % 

Y/Y

PROFIT AND LOSS 

AGGREGATES

Total Income     2,496.9 -17.2% 156.2 -18.2% 1,029.9 -29.7% 43.6 6.9%       299.0 n.s.     4,025.6 -6.0%

Operating expenses    (1,814.1) -2.2% -67.1 -1.9% -626.1 -1.3% -62.6 1.7%         26.9 n.s.    (2,543.0) -3.0%

Pre Provision Profit       682.8 -41.3% 89.1 -27.3% 403.7 -51.4% -19.0 -8.4%       326.0 n.s.     1,482.6 -10.7%

Net impairment losses (reversals) on 

loans and financial assets
   (1,912.5) 30.7% -3.8 -49.8% -3,187.9 9.3% 0.4 -92.6%      (356.2) n.s.    (5,460.0) 21.3%

Net Operating Income    (1,229.6) n.s. 85.3 -25.9% -2,784.2 33.5% -18.6 21.3%        (30.3) -94.5%    (3,977.4) 40.0%

BALANCE SHEET 

AGGREGATES

Interest-bearing loans to customers40,237.4 -8.8% 546.9 -7.3% 36,152.4 -13.8% 237.6 n.s. 6,167.1 -36.0% 83,341.5 -13.5%

Deposits from customers and debt 

securities issued(*)
42,429.9 -1.9% 3,435.6 23.4% 19,481.2 68.4% 2,147.7 37.4% 30,307.3 -33.2% 97,801.8 -6.5%

Indirect funding 47,218.7 1.7% 17,001.7 -6.8% 11,680.3 -14.1% 5,400.6 6.0% 14,544.3 -1.7% 95,845.7 -2.3%

Assets under management37,447.1 5.8% 11,828.3 -6.4% 1,591.1 -1.6% 4,927.7 8.1% 2,805.1 -6.1% 58,599.4 2.5%

Assets under custody9,771.5 -11.5% 5,173.4 -7.8% 10,089.2 -15.7% 472.9 -12.1% 11,739.2 -0.6% 37,246.3 -9.1%

Business Segments

Corporate

Center

Total

MPS GroupRetail banking
Wealth 

Management

Corporate 

banking
Widiba
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Retail Banking 

Business areas Customers 

¶ Funding and provision of insurance products.  

¶ Lending. 

¶ Financial advisory services. 

¶ Electronic payment services. 

Retail customers number approximately 4.6 mln. 

 

 

 

Income statement and balance sheet results 

As at 31 December 2017, the Total Funding of Retail Banking totalled roughly EUR 89.6 bn, 
essentially in line with the value at the end of 2016, but higher than the level at the end of September 
2017 (EUR +0.3 bn), with offsetting trends between the decrease in Direct Funding and the growth in 
Indirect Funding. More specifically: 

¶ Direct Funding came to EUR 42.4 bn, marking a decline of EUR -0.8 bn compared to 31 
December 2016, with a recovery in demand and short-term forms and a decline in medium/long-
term forms, also influenced by bond maturities and, in part, by the conversion of the subordinated 
loan subject to burden sharing. Compared to 30 September 2017, the aggregate increased (EUR 
+0.5 bn) due to the demand and medium/long-term components (EUR +0.4 bn), the latter 
affected during the quarter by the recovery of the subordinated bond mentioned previously, which 
more than offset the reduction in short-term funding (EUR -1.1 bn). 

¶ Indirect Funding , amounting to approx. EUR 47.2 bn, increased compared to the end of 
December 2016 (EUR +0.8 bn), thanks to the upward trend in asset management (EUR +2.1 bn), 
which offset the decrease in assets under custody (EUR -1.3 bn). Compared to 30 September 2017, 
the aggregate remained stable, as the increase in asset management (EUR +0.8 bn) offset the 
reduction in assets under custody (EUR -1.0 bn), which had been affected during the quarter by the 
recovery of the subordinated bond mentioned previously.  

¶ Interest-bearing loans to customers of Retail Banking decreased from EUR 44.1 bn in 
December 2016 to EUR 40.2 bn as at 31 December 2017, with a decline in volumes of EUR 3.9 
bn across all types of loans, in particular in the medium/long-term component (EUR -2.7 bn). The 
aggregate also posted a decline compared to 30 September 2017 (EUR -0.7 bn), principally in the 
medium/long-term component (EUR -0.6 bn). 
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With regard to profit and loss, Retail Banking achieved total Revenues of approx. EUR 2,497 mln as 
at 31 December 2017, down 17.2% compared to last year. A breakdown of the aggregate shows: 

¶ Net Interest Income was approximately EUR 1,170 mln, down 26.9% annually due mainly to the 
decrease in returns on commercial assets (volumes and rates), and the reduction in the contribution 
of funding (essentially the effect of lower average volumes of direct funding by EUR -7.8 bn). 

¶ Net fee and commission income totalled roughly EUR 1,285 mln, down with respect to the 
previous year (-6.4%), within which there was growth in the component from products, while 
commissions from services and income from lending declined. 

Considering the impact of operating expenses, which decreased by 2.2% Y/Y, Retail Banking 
generated Gross Operating Income of about EUR 683 mln in 2017 (-41.3% Y/Y). Net impairment 
losses (reversals) on loans and financial assets totalled EUR -1.9 bn (EUR -1.5 bn as at 31 December 
2016), penalised by the adjustment of provisions on transferred doubtful loans to their recoverable 
value (EUR -1,574 mln).   

The Net Operating Income for the year is negative for approximately EUR 1.2 bn. 

The cost-income of the Operating Segment is 72.7% (61.5% at the end of December 2016). 

(Eur mln) 31/12/17 30/09/17 31/12/16
Chg Abs 

Q/Q

Chg % 

Q/Q

Chg Abs 

Y/Y

Chg % 

Y/Y

Deposits from customers and debt 

securities issued
42,430 41,945 43,254 485 1.2% -824 -1.9%

Assets under management 37,447 36,619 35,385 828 2.3% 2,062 5.8%

Assets under custody 9,772 10,739 11,043 -967 -9.0% -1,272 -11.5%

Indirect Funding 47,219 47,358 46,428 -139 -0.3% 791 1.7%

Total Funding 89,649 89,303 89,682 346 0.4% -34 0.0%

Interest-Bearing Loans to Customers 40,237 40,970 44,122 -732 -1.8% -3,884 -8.8%

RETAIL BANKING - BALANCE SHEET AGGREGATES
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The main product/service sales and innovation initiatives 

The 2017 sales plan was developed within an environment impacted by the following main factors: 

¶ economic recovery and re-launch of the bank lending cycle; 

¶ the evolution in demand with greater customer knowledge and information, widespread use of 
multiple banks, spread of new technologies (primarily mobile), although a notable digital divide 
remains based on age, education and financial status; new, often complex, needs to be identified 
and met; 

¶ regulatory pressure on adopting evolved advisory approaches (MiFID 2) to protect investors 
(ESMA/Consob instructions on òcomplex productsó). 

The initiatives enacted during the year were developed in accordance with the following main policies: 

¶ Development of quality loans, while maintaining a focus on credit quality, particularly 
concentrating on the Small Business market, leveraging the availability of low-cost funding 
guaranteed by the TLTRO and the development of innovation (consolidation of commercial 
covenants and digital lending), particular attention to the price leverage; 

¶ Advisory management of investments, enhancement of Indirect Funding by reviewing 
investment advisory models with a view to providing more customer service and offering 
innovation (e.g., automated advisory services, expansion of the product range with third-party 
Asset Management and new Wealth Management); 

¶ Growth in fees and commissions from services by enhancing the offer (new products, like 
Protection and E-money), innovation and technology (e.g., MPS Wallie). 

(EUR mln) 31/12/17 31/12/16 Abs. %

Net interest income 1,170.0           1,601.1           -431.1 -26.9%

Net fee and commission income 1,285.0           1,373.3           -88.3 -6.4%

Other income 40.5               41.2               -0.7 -1.8%

Other operating expenses/income 1.5                1.8                -0.2 n.s.

Total Revenues 2,496.9          3,017.3          -520.4 -17.2%

Operating expenses (1,814.1)          (1,854.3)          40.2 -2.2%

Pre Provision Profit 682.8            1,163.0          -480.2 -41.3%

Net impairment losses (reversals) on loans and financial assets(1,912.5)          (1,463.7)          -448.8 30.7%

Net Operating Income (1,229.6)         (300.6)           -929.0 n.s.

RETAIL BANKING - PROFIT AND LOSS AGGREGATES

Chg. Y/Y
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Market Main sales initiatives developed in the market 

Value Specific initiatives have been launched dedicated to Retention and Collection 
Recovery, with promotions on protection/insurance and e-money products. 

Distribution of Compass SpA products supported by the release of sales initiatives with the 
offer of loans under highly competitive conditions for specific target customers. 

To support the development of the E-Money segment, a prize contest was announced with 
the collaboration of Mastercard, focusing attention on the new Debit MC product. 

Targeted actions focused on the acquisition of new customers both in the 
Protection/Insurance segment (with dedicated prize contests) and in the Pension 
segment, also supported by events with customers (Pension Happy Hour). 

In 2017, the òValue Skillsó project was developed, a unique and synergistic plan of info-
training events in regional areas and via webinar created in collaboration with external 
partners, MPS Capital Services, and the Training Department, that seeks to strengthen the 
skills of the Value resources on issues related to the reference commercial activities for the 
year. 

Acquisition initiatives with the òIl tuo buongiorno (Your good morning)ó prize contest aimed 
at increasing Conto Mio subscriptions with the awarding of 30 Amazon gift certificates of 
EUR 100 each. 

Flash initiatives with specific commercial offers for a limited time period, such as òPromo for 
a dayó, and òSuper Flash Offersó for personal loans and Conto Mio. 

 

Small 
Business 

To combine the objective of lending growth with that of credit cost containment due to 
the decided boost in transactions with consortium guarantee (in particular Mcc), campaigns 
have been developed with pre-accepted conditions for transactions with a first-demand 
guarantee. The development was then supported by the release of innovative targeting in 
order to identify customers to whom an expansion of the agreement may be proposed, in 
accordance with the credit policy guidelines. 

Increase in new POS terminals, with marketing campaigns targeting Prospect customers 
and existing customers without POS terminals. 

 

Premium Specific initiatives have been launched dedicated to Retention and Collection 
Recovery, with promotions on protection/insurance and e-money products, including caring 
activities. 

Release of Growth and Asset Management initiatives, through the enhancement of the 
Advanced Advisory process and ancillary services. 

Targeted actions in both in the Protection/Insurance segment (with dedicated prize 
contests) and in the Pension segment, also supported by events with customers (Pension 
Happy Hour). 

Initiative dedicated to acquiring volumes, òUn Monte di Valoreó (òA Mountain of Valueó), 
with special benefits reserved for participating customers. 

The òFiduciaria Dayó project was strengthened to highlight the skills and solutions of MPS 
Fiduciaria in the area of succession plans, generational handovers, and legal protection. 

The òPremium Academyó info-training plan, launched in 2016, was further consolidated. 
In 2017, the plan was enriched in collaboration with reference partners (primarily, wealth 
management), developing classroom events, in both the Head Offices and in regional areas, in 
continuity with the reference commercial activities for the year. 

Training internships were launched with the partners AXA, Compass, Mastercard, both for 
the Value market and Premium market. 
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Advertising and marketing initiatives 

In 2017, activities to improve and innovate advertising and marketing initiatives, designed to attract 
new customers and facilitate the transfer of Direct/Indirect Funding from other institutions, included 
the following: 

¶ òUn Monte di Valoreó (A Mountain of Value), targeted at attracting new deposits in exchange for 
increasing benefits (in the form of expense reimbursement, commissions and stamp duties), also 
connected with a process that leads to the adoption of additional services to Advanced Advisory; as 
well as caring initiatives dedicated to a cluster of high-value customers, or initiatives dedicated 
to specific products, for example the òI mesi della Protezioneó (Protection months) prize contest 
in association with Axa Mps Assicurazioni Danni, with daily prize drawings and a grand prize for 
subscribers to the Tutta la Vita (Whole Life) and Mia Protezione (My Protection) policies and the 
òRealizziamo buoni propositió (We achieve good objectives) prize contest, again in association with 
Axa Mps Assicurazioni Danni, with weekly prize drawings for subscribers to the Tutta la Vita, Mia 
Protezione, and Guidare Protetti (Drive Protected) policies. 

¶ Acquisition initiatives with the òIl tuo buongiorno (Your good morning)ó prize contest aimed at 
increasing Conto Mio subscriptions with the awarding of 30 Amazon gift certificates of EUR 100 
each. Flash initiatives with specific commercial offers for a limited time period, such as òPromo for 
a dayó, and òSuper Flash Offersó for personal loans and Conto Mio. 

¶  òMPS Private Solutionó, aimed at acquiring new volumes with exclusive opportunities on short-
term direct funding and on bancassurance solutions, which provides, in a single solution, the 
specialised skills of several managers on different asset classes, investment styles and strategies, 
through the MPS Private Solution Funds system;  

¶ PCA Small Business: since June 2017 the Corporate Advisory Platform has also been extended to 
the Small Business segment. This platform was designed to strengthen commercial processes, 
develop business customers, existing and prospective, and with appropriate deployments, and was 
focused on the growth of paid, specialised advisory activities. 

As part of the Convention agreements, there is a continued commitment to develop relationships that 
allow access to important customer segments (in terms of quality and quantity) to increase acquisition 
activities. Testing of an advanced model has been gradually launched, which conceives the agreements 
in terms of a real and effective partnership, including through òcrossó activities on the reference 
targets. 

 

Funding, Asset Management and Bancassurance 

¶ The òConto Italiano di Depositoó continues to represent the main product in the short/medium -
term funding segment. During the first half of 2017, the entire offer was expanded with the 
introduction of a line offering the possibility of partial early repayment without causing the 
customer to lose the benefit of the interest on the remaining amounts invested. In the second half, 
a line dedicated exclusively to new acquisition was introduced and the product range was 
rationalised, eliminating certain lines that are no longer financially interesting for customers. 

¶ With regard to Asset Management, the first half of the year was mainly characterised by the 
placement of two PIR products - a new investment instrument introduced by the òStability Lawó of 
21 December 2016 (Anima Crescita Italia fund, established and managed by Anima SGR and the 
Italia PIR multi-fund unit policy of AXA MPS Financial). In the second half, as part of diversifying 
the multi-manager offer, a new partner, Quaestio Capital SGR, joined with the existing investment 
firms, and placement began at the end of the year for a single sub-fund with a flexible maturity.  

¶ During the year, the current Bancassurance product offer was enriched with the introduction of 
new products, including, as mentioned above, PIR investment products and a new unit-linked 
product; the offer of units in tranches of the òProgetto Protetto (Project Protected)ó and òProgetto 
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Valore (Project Value)ó product families continued. A new investment line was also introduced for 
the Melody product. The first Italy PIR multi-fund unit with flexible pricing levels was also 
released. 

¶ BMPS continued to be highly committed to the Protection/Insu rance segment (Non-Life, Life 
and Auto) in 2017, confirming the Bank as a leader in the bancassurance sector. 

Loans 

¶ The sales partnership with Compass for the placement of personal loans continued, as well as that 
relating to salary/pension-backed products with the Futuro and Pitagora partnerships. The 
exclusive agreement with Compass and Futuro was renewed for the entire Network, effective from 
1 January 2018, with the aim of further strengthening the offer and the commercial proposition, 
including with innovative channels.   

¶ As part of participating in the ABI-CDP Agreement òPlafond Sisma Centro Italiaó, the operational 
procedure was developed for managing the subsidised loans to support individuals and 
entrepreneurs affected by the earthquakes of 2016 in regions of Abruzzo, Marche, Umbria and 
Lazio, and for the loan, disbursed with funds made available by Cassa Depositi e Prestiti S.p.A. 
(CDP), to allow the payment of òSuspended Taxesó and òTaxes Dueó by those earning business 
income and self-employment income with registered and/or operational offices in the territories 
affected by the 2016 earthquake.  

¶ In the Small Business Loan segment, new products were launched (Impresa Garantita and Working 
Capital) under the Industry 4.0 approach as well as the Cosvig Impresa Garantita mortgage. 

¶ The product catalogue for retail mortgages was optimised, with new pricing and offers, in order to 
increase competitiveness. 

¶ Activities were launched to issue a loan combined with voluntary APE (Pension Advance), based 
on the system requirements defined by INPS. 

Current Accounts, Payments and Collections  

¶ MPSMio was launched, a new modular, flexible account for the needs of Value customers. 

¶ The MPS One current account, already available for Premium customers, was improved with new 
additional functions.  

¶ The Cbill service was reinforced through integration with PagoPA (digitalisation of payments to PA 
- AgID). 

¶ The SEDA service was revised based on the new pricing rules and approaches defined at system 
level. 

E-Money 

¶ MPS Wallie, the Mobile Payment and Digital Wallet services, was strengthened by adding to the 
functions that were already available (Wallet for Masterpass e-commerce and P2P Jiffy payments), 
the HCE/NFC payment in stores through digitalised cards on smartphones in c-less mode 
(currently available for debit cards and on Android terminals, extension to credit cards, prepaid 
cards, and Apple Pay is under development). 

¶ The catalogue prepaid cards (Kristal Best and Spider) were reinforced with a new online purchase 
protection function (dynamic 3DSecure Code); platform for new prepaid Business cards was 
consolidated and deployment of the new Consumer prepaid offer was launched. 

¶ New features for debit cards were released, to allow customers to control their spending/use 
through the new Digital Banking. Development to introduce the c-less function on debit cards on 
the national circuit (Pagobancomat) has begun. 

¶ Commercial agreement with Mastercard was renewed to support innovative growth initiatives and 
increase penetration/use of payment instruments. 

¶ A specific commercial agreement was activated to distribute the POS product following the sale of 
the Merchant Acquiring business unit to Nexi (formerly ICBPI). 
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Digital Banking and Transaction Banking 

In 2017 Digital Banking was introduced, the Bankõs new omni-channel service that includes the 
following channels: 

¶ Internet and Mobile Banking, with updated graphics and new features, fully accessible from PCs, 
smartphones, and tablets (from browsers as well as Android and Apple apps); 

¶ Media Center, a multi-channel point of contact available to customers both remotely (through a 
telephone operator) and to assist in using Digital Banking; 

¶ Cardless ATM, a new channel that allows the use of ATMs (Bancomat) by customers that do not 
have payment cards, by entering the User Code for Internet Banking. 

Digital Identity is available to all Digital Banking customers, which allows them to use the same 
authentication methods on all remote channels, validate a mobile number and email address, use the 
Remote Digital Signature for online contract signing with Banca MPS, and offers a certified e-mail 
address (name.surname@mpspec.it) that can be used both in communications with the Bank and third 
parties. 

Digital Banking will become an important tool for acquiring customers, as well as for cross-selling and 
up-selling, due to the progressive expansion of products that can be purchased remotely. 

Currently, customers can transact in Funds and Sicavs (purchase, subscribe new shares, switch, and 
sell), access information on their asset management and investment policies, as well as consult and 
renew insurance policies for cars, motorcycles and commercial vehicles. 

Digital Identity allows the possibility of closing contracts in direct channels, potentially allowing the 
sale of all the main banking and insurance products (current accounts, cards, investments, loans, 
mortgages, etc.) 

The migration of customers with Integrated Multi-Channel or Paschi Home contracts began in 
February 2017 and is currently underway. 

 

  

mailto:nome.cognome@mpspec.it
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Wealth Management 

Business areas Customers 

¶ Funding, lending, provision of insurance products, 
financial and non-financial services to private 
banking customers 

¶ Services and products for high-standing customers 
in the areas of wealth management, financial 
planning, consultancy on non-strictly financial 
services (tax planning, real estate, art & legal 
advisory). 

¶ Fiduciary and trust services (through the subsidiary 
MPS Fiduciaria). 

There are around 37 thousand private customers.   

 

 

 

Income statement and balance sheet results 

As at 31 December 2017, Total Funding for Wealth Management amounted to approximately EUR 
20.4 bn, down by roughly EUR 0.6 bn from the end of December 2016 and up slightly over the levels 
recorded as at 30 September 2017 (EUR +0.1 bn). More specifically: 

¶ Direct Funding as at 31 December 2017 was EUR 0.6 bn higher than the end of 2016, reaching 
EUR 3.4 bn, with a shift towards demand and short-term components, offsetting the downturn in 
medium/long-term components. Compared to 30 September 2017, the aggregate increased (EUR 
+0.4 bn) due to growth in demand and medium/long-term components (EUR +0.2 bn), the latter 
affected during the quarter by the recovery of the subordinated bond subject to burden sharing. 

¶ Indirect Funding , amounting to about EUR 17 bn, was down by EUR 1.2 bn compared to 31 
December 2016 (EUR -0.8 bn in asset management and EUR -0.4 bn in assets under custody) and 
down EUR 0.3 bn from September 2017, concentrated in assets under custody impacted in the 
quarter by the recovery of the subordinated bond discussed above. 

¶ Interest-bearing loans to Wealth Management customers decreased with respect to 31 
December 2016 and September 2017, with a balance of roughly EUR 0.5 bn. 
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With regard to profit and loss, Wealth Management achieved total Revenues of approx. EUR 156 
mln as at 31 December 2017, down 18.2% compared to last year. A breakdown of the aggregate 
shows: 

¶ As at 31 December 2017, Net Interest Income was approximately EUR 26 mln, down 37.1% 
annually, impacted to a large extent by the drop in the contribution of direct funding (primarily as a 
result of withdrawals of average funding volumes, -26.0% Y/Y);  

¶ Net Fee and Commission income in 2017 totalled approximately EUR 130 mln, also down 
compared to the levels of the previous year (-12.9%) as a result of the decline in the product 
segment, for continuing operations and placement components. 

Considering the impact of Operating Expenses, which decreased by 1.9% Y/Y, Wealth Management 
generated Gross Operating Income of about EUR 89 mln in 2017 (-27.3% Y/Y). Including net 
impairments losses (reversals) on loans and financial assets equal to EUR 4 mln, penalised especially by 
the adjustment of provisions on transferred doubtful loans to their recoverable value (EUR 3 mln), the 
Net Operating Income since the start of the year totalled roughly EUR 85 mln. 

The cost-income of the Operating Segment is 43.0% (35.8% at the end of December 2016). 

(EUR mln) 31/12/17 30/09/17 31/12/16
Chg Abs 

Q/Q

Chg % 

Q/Q

Chg Abs 

Y/Y

Chg % 

Y/Y

Deposits from customers and debt 

securities issued
3,436 3,003 2,785 433 14.4% 650 23.4%

Assets under management 11,828 11,863 12,634 -35 -0.3% -805 -6.4%

Assets under custody 5,173 5,467 5,609 -293 -5.4% -436 -7.8%

Indirect Funding 17,002 17,330 18,242 -328 -1.9% -1,241 -6.8%

Total Funding 20,437 20,332 21,028 105 0.5% -590 -2.8%

Interest-Bearing Loans to Customers 547 561 590 -14 -2.5% -43 -7.3%

WEALTH MANAGEMENT - BALANCE SHEET AGGREGATES
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(EUR mln) 31/12/17 31/12/16 Abs. %

Net interest income 25.7               40.8               -15.1 -37.1%

Net fee and commission income 129.7             148.9             -19.2 -12.9%

Other income 0.8                1.2                -0.4 -30.9%

Other operating expenses/income 0.1                0.2                -0.1 n.s.

Total Revenues 156.2             191.1             -34.9 -18.2%

Operating expenses (67.1)              (68.5)              1.3 -1.9%

Pre Provision Profit 89.1              122.6             -33.5 -27.3%

Net impairment losses (reversals) on loans and financial assets (3.8)                (7.5)                3.8 -49.8%

Net Operating Income 85.3              115.1             -29.8 -25.9%

WEALTH MANAGEMENT - PROFIT AND LOSS AGGREGATES

Chg. Y/Y
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The main product/service sales and innovation initiatives 

Market Main sales initiatives developed in the market 

Private 
Banking/
Family 
Office 

At the beginning of May, a new investment solutions platform was released, called MPS Private 
Solution, designed to respond, simply and with specialised skills, to customer needs. In particular, 
a promotional initiative was launched for customers who contribute new funding and subscribe to 
one of the MPS Private Solution Funds, a system developed in collaboration with 7 leading 
investment firms and built exclusively for MPS Private Banking. This multi-manager offer system 
is characterised by a flexible management style, with 5 sub-funds (Absolute, Flexible, Multi Asset, 
Global and Flexible Bond) that have differentiated portfolio strategies and levels of risk, with an 
approach based on simplification, diversification, and efficiency of investment management. The 
release was also supported by a targeted marketing initiative through a dedicated advertising 
campaign on radio and daily financial-economic newspapers and on the Bank's social profiles. 

 In addition to the launch of MPS Private Solution, the offer range was strengthened through the 
release of the Anima Crescita Italia fund and an Anima PIR vehicle. 

The Bancassurance segment performed a restyling of the Melody Advanced policy and the 
Melody Advance Bonus Edition policy with the issue of a new Investment Line and the launch of 
the Insurance PIR with dedicated pricing for Private Customers. New sub-funds of the Sicav 
Hedge Invest fund were opened for placement. 

 Effective 29 December 2017, the Bank activated new processes for providing investment services 
through out-of-branch offers, or the promotion and placement of investment services and 
financial instruments to the public, outside the Bankõs premises. 

In compliance with legislative requirements, the Bank has formulated a process according to 
which the mandate to operate off-premises on the Bankõs behalf can only be granted to 
employees registered in the Qualified Financial Advisor Registry. In this phase, the out-of-branch 
offer is reserved exclusively for the promotion and placement of UCITS by providing investment 
advisory services (for the types: basic, base sales/purchases, and advanced transactions). 

 

Advertising and marketing initiatives 

For promotional and marketing initiatives, see the corresponding section for Retail Banking. 

¶ With regard to Asset Management for Private/Family Office customers, the most significant 

changes relate to the launch of the òMPS Private Solutionó investment platform and the òAnima 

Crescita Italiaó fund, an Anima SGR fund that can be used by customers as a òPIRó vehicle. The 

first, dedicated solely to Private and Family Office customers, introduces considerable innovation, 

focusing the investor's attention on the volatility target deemed appropriate for the investment and 

leaving the objective of obtaining the highest possible return to the best investment firms, with 

extreme freedom in strategies. The second is the first PIR-compliant fund distributed by the Bank. 

¶ For Bancassurance, the Wealth Management product range was reinforced in its main component 

(unit-linked) with the restyling of a òMelody Advanced - Bonus Editionó policy which, for a special 

fee profile, allows the customer to obtain a bonus on the investment in the subscription phase, 

making the policies more efficient for purposes of tax optimisation. 
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Results for the main subsidiary 

¶ MPS Fiduciaria: Profit for the period of approximately EUR 0.06 mln, in line with the figure 
posted in December 2016. 

In 2017, the subsidiary confirmed the pace of acquisitions of new relationships already recorded in 
2016: the ratio between new accounts opened with ordinary mandates and corporate mandates is 
slightly in favour of corporate mandates. In the various markets, the Private sector showed a positive 
trend, while the Corporate market recorded a slight contraction in volumes. In general, Monte Paschi 
Fiduciaria has confirmed its capacity to retain customers, even in unfavourable market conditions.  

In 2017, in the wake of activities already launched in 2016, Monte Paschi Fiduciaria began a process of 
intense collaboration with the Bankõs three reference markets, involving intensive training and 
consolidating the integration of commercial processes with the Parent Company, through targeted and 
structured business initiatives in classroom and on-the-job training. 

In addition, new marketing and collaboration initiatives were developed in 2017, both with the Parent 
Company and with external professionals, with the aim of strengthening the existing system of 
agreements.   

During the second half of 2017, the strengthening activities referred to above continued through the 
preparation of supporting documents for commercial activities (handbooks and dedicated focus 
documents) in full collaboration between the Wealth Management Division and MPS Fiduciaria, with 
periodic and systematic sharing of issues and in-depth analyses in preparation for service 
improvements for the Network and Customers. 
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Corporate Banking 

Business areas Customers 

¶ Lending and offering financial products and services to 
businesses, including through strategic partnerships with 
trade associations and Confidi (credit guarantee consortia), 
with Guarantee Institutions (including public) and 
Institutional Entities, through which funding is acquired at 
favourable terms. 

¶ Offer of integrated leasing and factoring packages for 
businesses, artisans and professionals (through the 
subsidiary MPS Leasing & Factoring). 

¶ Corporate finance - medium-long term credit facilities, 
corporate finance, capital markets and structured finance 
also through the subsidiary MPS Capital Services. 

¶ Products and services issued by the Parent Companyõs 
foreign branches to support business expansion and 
investments by Italian companies abroad. Activities abroad 
are also supported by the operations of foreign 
subsidiaries MP Banque and MP Belgio. 

¶ Custody and deposit services for dairy products on behalf 
of third parties (through the subsidiary Magazzini Generali 
Fiduciari di Mantova S.p.A., which is also authorised to 
issue documents of title to the merchandise, providing for 
easier access to bank lending). 

About 51,400 Corporate and large group customers of the 
Parent Company, directly followed by Corporate Banking. 

 

 

 

Income statement and balance sheet results 

Corporate Banking Total Funding recorded growth of approx. EUR 6.0 bn, from EUR 25.2 bn at the 
end of December 2016 to EUR 31.2 bn as at 31 December 2017. The trend in this aggregate was 
principally due to the increase in direct funding (EUR +7.9 bn) in demand/short-term forms, while the 
medium/long-term component was basically stable. Compared to 30 September, the volumes show a 
decline of EUR 2.0 bn due to the drop in assets under custody, which was influenced by the 
movement in a large position. 

With regard to lending, as at 31 December 2017, Corporate Banking interest-bearing loans to 
customers stood at approximately EUR 36.2 bn (EUR -5.8 bn on 31 December 2016 and EUR -2.1 
bn on 30 September 2017), mainly consisting of medium/long-term loans.  

 

 

(EUR mln) 31/12/17 30/09/17 31/12/16
Chg Abs 

Q/Q

Chg % 

Q/Q

Chg Abs 

Y/Y

Chg % 

Y/Y

Deposits from customers and debt 

securities issued
19,481 19,458 11,567 24 0.1% 7,915 68.4%

Assets under management 1,591 1,664 1,617 -72 -4.4% -26 -1.6%

Assets under custody 10,089 12,010 11,973 -1,921 -16.0% -1,884 -15.7%

Indirect Funding 11,680 13,674 13,590 -1,993 -14.6% -1,910 -14.1%

Total Funding 31,162 33,131 25,157 -1,970 -5.9% 6,005 23.9%

Interest-Bearing Loans to Customers 36,152 38,294 41,943 -2,142 -5.6% -5,791 -13.8%

CORPORATE BANKING - BALANCE SHEET AGGREGATES
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For profit and loss aggregates, Corporate Banking Revenues came to approx. EUR 1,030 mln in 2017 
(-29.7% Y/Y). A breakdown of the aggregate shows: 

¶ Net Interest Income was approximately EUR 647 mln, down 31.7% annually due to the decrease in 
returns on commercial assets (average volumes and rates, the latter down by roughly 14.7% Y/Y);  

¶ Net fee and commission income decreased by 15.0% Y/Y, amounting to approximately EUR 341 
mln, mainly penalised by the downward trend in proceeds from Credit/Foreign services, also 
impacted by the reduction in operating volumes; 

¶ Other Revenue from banking and insurance business amounted to approximately EUR 52 mln (-
63.7% Y/Y), with the drop attributable to the operations of the subsidiary MPS Capital Services. 

Considering the impact of Operating Expenses, down by 1.3% compared to 31 December 2016, the 
Gross Operating Income came to about EUR 404 mln (-51.4% Y/Y). The Net Operating Income 
for this Segment was equal to approx. EUR -2,784 mln (the result as at 31 December 2016 was EUR -
2,085 mln), as a result of the deterioration of impairment losses (reversals) on loans and financial assets 
(EUR -3,188 mln), penalised by the adjustment of provisions on transferred doubtful loans to their 
recoverable value (EUR -2,208 mln). 

The Corporate Banking cost-income ratio stands at 60.8% (43.3% as at 31 December 2016). 

 

 

 

 

(EUR mln) 31/12/17 31/12/16 Abs. %

Net interest income 646.7             946.6             -299.9 -31.7%

Net fee and commission income 340.6             400.7             -60.1 -15.0%

Other income 51.5               141.6             -90.1 -63.7%

Other operating expenses/income (9.0)               (24.1)              15.2 n.s.

Total Revenues 1,029.9          1,464.8          -434.9 -29.7%

Operating expenses (626.1)            (634.6)            8.5 -1.3%

Pre Provision Profit 403.7            830.2            -426.5 -51.4%

Net impairment losses (reversals) on loans and financial assets(3,187.9)          (2,915.6)          -272.3 9.3%

Net Operating Income (2,784.2)        (2,085.4)        -698.8 33.5%

CORPORATE BANKING - PROFIT AND LOSS AGGREGATES

Chg. Y/Y
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Results of the main subsidiaries 

¶ MPS Capital Services: loss for the year of approx. EUR -633 mln (EUR -770 mln as at 31 
December 2016).  

¶ MPS Leasing & Factoring: loss for the year of EUR -161 mln (EUR -170 mln as at 31 December 
2016). 

¶ Foreign banks6: In 2017, MP Banque recorded a profit of EUR 5.5 mln compared to a loss of 
EUR -27.7 mln recorded in the previous year; with regard to MP Belgio, the profit for the year 
amounted to roughly EUR 13.0 mln (due to the gain on the sale of the property where the office is 
located), compared to a loss of EUR 9.6 mln as at 31 December 2016. 

 

Main Corporate and Investment Banking initiatives 

Corporate Market 

Amongst the initiatives developed in 2017, please note the following in particular: 

¶ Electronic invoicing and related archiving in accordance with regulations (end of November 
2017) - the service has been updated, extending the scope of target customers and functionalities. 
In addition, electronic invoicing is now available for B2B (invoicing between private parties) and 
for the management of the accounts payable cycle (receipt of electronic invoices). òAutomatic 
calculation of availabilityó in the Cash Pooling product; 

¶ New combined authentication (November 2017) - the migration of users of services for Internet 
Banking PasKey aziendaonline/tesoreriaonline/tribunalionline to a new access mode that meets the 
requirements of the PSDII directive The new method involves òtwo-factor authenticationó (2FA) 
based on a one-time use code sent via SMS. In total, more than 200 thousand users were migrated, 
including òsecondaryó users (business collaborators). 

¶ Replacement of trading platform (December 2017) - upon replacement of the Bank's 
infoprovider, the online trading platform was updated for the companies available on the PasKey 
aziendaonline portal. The level of service for end customers and the user experience was improved 
as a result of the new interface; 

¶ Extension of International Cash Management services - service hours were extended and 
automatic messaging for bank transfers was introduced, which improves the timing of payment 
settlement, generally for those outside the SEPA area; new PasKey tesoreriaonline platform for 
entities. 

Please note the following with respect to the products/services offered: 

¶ Marketing of OTC derivatives: new Tarn exchange-rate hedging product; block of PS-Structured 
Products relationships for retail transactions with financial experience controls; increase of 

                                                      

6 The profit reported for foreign subsidiaries is local. 
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minimum subscription amount and pricing optimisation; development of derivative transactions 
with collateral for large customers; improvements in Timely Confirmation aimed at identifying 
process innovations and IT upgrades to ensure prompt collection of customer confirmations; 
optimisation of the GPS application functionality. 

¶ SACE Loan - medium/long -term credit enhancement: Unsecured medium/long-term loan 
subscribed, granted with the Bank's capital against expenses related to projects to expand in foreign 
markets, backed by SACE's first-demand guarantee.  With the aim of continuing to have a valid 
instrument as a competitive offer for small and medium-sized businesses and small- mid-caps, on 1 
August 2016 the Bank (as Parent Company) and SACE signed a new Convention (ref. SACE 
2016/1058/00), replacing the previous agreement that expired on 30 June 2016. The new 
agreement will expire on 31 March 2018. 

¶ 2017 Central Italy Earthquake Tax Moratorium. Loan designed to allow payment of 
òSuspended Taxesó and òTaxes Dueó by those earning business income and self-employment 
income, as well as those with agricultural businesses in accordance with art. 4 of Italian Presidential 
Decree no. 633 of 26 October 1972, with registered and/or operational offices in the areas of 
Abruzzo, Lazio, Marche, and Umbria affected by the 2016 earthquake. This loan is granted with 
funds made available by Cassa Depositi e Prestiti S.p.A. (CDP). 

¶ In April, the MPS Corporate Industry 4.0 medium/long-term financing product was released, 
supported by commercial covenants to facilitate investments in capital goods and assets aimed at 
òdigitalisationó of business activities and falling within the scope of tax incentive initiatives 
provided for by the 2017 Stability Law (known as òhyper-depreciationó). 

¶ The MPS Corporate Replacement Loan product was made available in May to facilitate the 
acquisition of loans already in place with other banks for new customers or existing customers 
through asset transfer operations pursuant to the provisions of art. 1202 of the Italian Civil Code. 

In order to support the communities affected by earthquakes and other disasters, in agreement with 
ABI and Cassa Depositi e Prestiti (òCDPó), the following initiatives have been implemented:  

¶ òPlafond Sisma Centro Italiaó to support customers who suffered damages from the earthquakes 
in Central Italy in 2016; 

¶ òPlafond Eventi Calamitosió to support customers that suffered damages from the disasters that 
occurred in Italy in 2013; 

¶ òPlafond Moratoria Sisma Centro Italiaó to grant subsidised loans aimed at the recovery of tax 
collection in the territories of Central Italy affected by the 2016 earthquakes. 

Furthermore, funding activities continued with CDP to ensure a greater flow of medium/long-term 
resources at favourable conditions to corporate customers. 

The òExport Bancaó operating agreement continued with SACE, the Italian Banking Association 
(ABI), CDP, and SIMEST. 
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Market Main sales initiatives developed in the market 

Large 
Groups 

Leveraged the intragroup synergies between the MPS L&F product companies with the 
acquisition of new sales and increase in turnover and MPS Capital Services with a strong boost 
in terms of hedging (foreign exchange) as an opposing trend to other derivatives market 
activities. 

Intensified the activity of repositioning for loans to high potential counterparties, including with 
a forward-looking approach. 

 

SMEs and 
Top 
Corporate 

Reorganisation of the segment involving the closure of the CTop Centres and allocation of the 
CTop portfolios to the SME/Corporate Centres and refocusing of commercial initiatives to 
support the business. 

Commercial initiatives aimed at recovering Italian and foreign funding volumes and commercial 
flows. 

Conversion of BMPS advances on trade receivables into factoring of receivables purchases. 

òFactoring in Systemó: commercial initiative designed to identify Top Corporate and SME 
customers that use the product with other competitors. 

òLeasing Careó: promotional campaign dedicated to Top Corporate enterprises and SMEs in 
order to incentivise the use of vehicle leasing through a free 6-month insurance policy offer. 

òFactoring Reverseó: initiative to identify, within Top Corporate and SME customers, important 
companies leading their respective sectors to stipulate indirect factoring agreements that would 
benefit their strategic suppliers and allowing the possibility of payment extensions.  

òHyper-depreciationó: an initiative based on the Industry 4.0 budget law to offer customers an 
all-inclusive package (leasing, advisory, and technical expertise) for Top Corporate and SME 
customers. 

Institutio
ns 

Participation in the PagoPA Platform created by the Agency for Digital Italy (AgID) for payments 
to the Public Administration.  

Placement of the òElectronic Archivingó service for electronic documents with digital signature 
for the Public Administration and Servizio Inc@ssipiù 

Attainment of ISO 9001 certification for the Treasury and Cash Services. 

 

MPS Capital Services 
 
Corporate finance 

Project Financing ð Activities were focused on the sectors of infrastructure, renewable energy, and 
utilities; the most important transactions in 2017 include:  

¶ refinancing of the largest wind farm ever built in Italy, consisting of 69 wind generators producing 

138 MWe of power, located in the province of Sassari, undertaken by a leading domestic player in 

the renewable energy sector. The pool financing, in which MPSCS participated as MLA, amounting 

to a total of EUR 195 mln (of which EUR 7 mln granted by the subsidiary MPSCS), granted by 12 

leading domestic and foreign banks; 

¶ refinancing the transaction to launch the business of the first domestic private operator on the 

Italian high-speed rail network. The pool financing, in which MPSCS participated as MLA, amounts 

to a total of EUR 160 mln (of which EUR 38.5 mln granted by MPSCS), and was granted together 

with 2 other leading domestic banks. The total bank exposure was considerably reduced with the 

refinancing, as it involved the simultaneous subscription of a bond for a total of EUR 550 mln.  
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¶ refinancing of a wind farm, consisting of 13 wind generators producing 26 MWe of power, located 

in the province of Foggia, undertaken by a well-known operator in the renewable energy sector. 

The intervention, financed entirely by the subsidiary, amounts to EUR 20 mln. 

¶ financing for an evaluation, by an important domestic player in the renewable energy sector, of the 

total share capital of a company that owns an operating wind farm with excellent performance, 

located in the province of Avellino and consisting of 15 wind generators for 41.7 MWe of power. 

The intervention, financed entirely by MPSCS, amounts to EUR 9 mln.     

The Advising mandates acquired during the year include the assignment as part of the restricted 
procedure for the construction of a passive ultra-wideband infrastructure in the òwhite areasó of the 
Marche and Umbria regions. 
In addition, note the acquisition of arrangement and structuring mandates for the upcoming financing 
of additional projects to construct wind and photovoltaic energy production plants. 
Corporate Finance - Activities during 2017 focused generally on the real estate/hotel and industrial 

sectors. In particular, loans were provided to support important operators in the food, energy, 

clothing, and telecommunications sectors. In the second half of the year, òadvisingó activities and 

those related to preliminary assessments of loans in the water sector intensified, the latter in 

preparation for participating in competitive procedures, called by some operators in the sector, to 

select lending institutions. In particular, MPSCS, in a pool with other banks, was awarded the tender 

contract by the primary manager for the Lombardy Region. 

Loan Syndication, Asset Disposal & Media Entertainment ð A pool transaction was arranged and 
structured successfully, which was syndicated on behalf of Banca MPS. The syndication of two other 
transactions to be structured as a pool continues on behalf of Banca MPS. 

The Asset Disposal activities include a non-binding offer received from a leading domestic operator 
for the acquisition of a company that owns a prestigious property located in the historic city centre of 
Florence. Negotiations are underway concerning wine producers in Tuscany. 

Media Entertainment activities involved two financing transactions that were completed for leading 
operators in the production and distribution of films and television series. 

Acquisition Financing - During the year, activities were focused, as usual, on Acquisition/Leverage 
Finance transactions in which MPSCS was able to take on the role of Mandate Lead Arranger and 
Facility Agent, confirming its positive positioning in the Mid Corporate segment. Thus, origination and 
structuring of interventions continued in support of leading businesses, with particular attention to 
acquisitions of acknowledged importance in the industry and capable of having significant positive 
effects for the MPS Group at the commercial level.  
 
Investment banking 

With regard to the bond market, MPSCS acted as Joint Bookrunner for the following bond issues in 
2017: 10-year syndicated BTP linked to European inflation (BTPi); 12th issue of BTP Italy linked to 
Italian inflation; CMC Ravenna for EUR 325 million. In reference to òminibondó issues, the Bank 
handled the arrangement and placement of Fenicia S.p.A. (Camicissima brand) EUR 8 million; Prima 
Sole Components S.p.A. EUR 25 million; Corvallis Holding S.p.A. EUR 10 million; Renco SpA EUR 
35 million. During the same period, the Bank acted as Co-Manager in the following issues: Nuovo 
Trasporto Viaggiatori SpA, Salini Impregilo SpA and two OBGs for Cariparma. Moreover, for the 
Italian government, the Bank acted as Co-Lead Manager in the 15-year and 30-year BTP issues. 
MPSCS also organised a private placement for Cassa Depositi e Prestiti for EUR 140 million. 

Note that the Investment Banking Division managed the placement of the three government-backed 
bank bonds issued by the Parent Company. Finally, the Division assisted the Structuring & Product 
Engineering Office in finding supranational issuers to structure 3 transactions placed on the Parent 
Company's Network.  
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With regard to the equity market, the Division participated in the re-admission for listing of Pirelli & 
C. SpA.  

MPSCS continues its activities as Nominated Advisor on behalf of Poligrafici Printing SpA, listed on 
the AIM market of Borsa Italiana. 

 
Subsidised financing 

During 2017, management activities for public aid to companies continued according to the obligations 
assumed upon entering into agreements with the Ministry of Economic Development (MiSE) and the 
Ministry of Education, Universities and Research (MIUR): Sustainable Growth Fund, Technological 
Innovation Fund, Law 488/92 and Regional Pacts, Research Subsidy Fund, and SME Guarantee Fund. 
In particular, note the preliminary assessment activities related to over 40 research and development 
projects submitted on tender calls issued by the Ministry of Economic Development in relation to the 
Sustainable Growth Fund, as well as the intense promotion and assistance activities carried out within 
the RTI Manager of the SME Guarantee Fund. 

 

MPS Leasing & Factoring 

Leasing 

¶ òMaxileasingó initiative: commercial offer for operating asset and vehicle lease products, with 
dedicated conditions for trade associations that have entered into an agreement with MPSL&F. 

¶ òSudleasingó initiative: promotional campaign dedicated to companies with a registered office or 
production plant in Southern Italian regions, which acquire an operating asset. This offer provides 
dedicated conditions and a one-year insurance policy free of charge. 

¶ Sabatini Ter: Agreement with the Ministry of Education, Universities and Research for access to 
the facilitation and full operations. 

¶ òTop Caró: Campaign for vehicle leasing aimed at prestigious automobiles. 

Factoring 

¶ Development of Non-Recourse Factoring and Receivables Purchasing to reclassify high-risk 
relationships and, thus, contain credit costs, making use, in this case, of the risk weighting of the 
transferred debtors. 

¶ Indirect factoring (reverse factoring) campaign with the identification of a specific target for pre-
analysis credit and setting of theoretical òceilingsó for a more fluid commercial initiative. 

The optimisation of the agent network, which began in 2016, continued over the course of 2017 with 
the highest performing agents retained, while some were granted greater operating delegations. 
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Banca Widiba 

Business areas Customers 

¶ Banking products and services, deposit account, cards and 
advanced payment systems; customer self-service through 
the bankõs digital channels or in assisted mode with the 
support of a Financial Advisor.  

¶ Fully customisable online platform that relies on a network 
of 606 Financial Advisors present throughout the country. 

¶ Funding and Global advisory services and financial planning 
through the advanced WISE platform and the skills of the 
Financial Advisor Network. 

¶ Mortgages, credit facilities and personal loans. 

¶ Innovative interaction through computers, smartphones, 
tablets, watches and TV. 

There were roughly 235,000 customers as at 31 December 
2017, of which 132,100 in the Financial Advisor Network 
channel, 58,000 in the self-service channel, and 44,900 
customers migrated from the MPS branch network. There 
were approx. 202,765 customers managed exclusively by 
Banca Widiba SpA. 

 

 

 

Income statement and balance sheet results 

As at 31 December 2017, Total Funding for Widiba amounted to approximately EUR 7.5 bn, up 
EUR 0.9 bn from the end of December 2016. The annual trend was marked by growth in the Direct 
component as well as the Asset Management component, with a net increase in the customer base of 
roughly +73,900 from the beginning of the year, including the contribution of the migration into 
Widiba of nearly 44,900 customers from the MPS branch network. More specifically: 

¶ Direct Funding of EUR 2.1 bn, after the difficult market environment in the final quarter of 
2016 as a result of the negative outcome of the Parent Companyõs recapitalisation transaction, 
recorded a net recovery in volumes during the year (EUR +584 mln with respect to the end of 
December 2016, of which EUR +327 mln recorded in the fourth quarter) for both current 
accounts and restricted credit lines. The main commercial initiatives of the year were focused 
on the acquisition of new volumes from the market by acquiring new customers as well as 
increasing the share of wallet of existing customers. A particular focus was also placed on the 
stabilisation and retention of customers with òhigh value addedó campaigns targeted at 
incentivising the direct deposit of wages or the closure of accounts held at other banks.  The 
consolidation of assistance processes supporting the business and customers through the 
Widiba Media Centre structure made it possible to improve customer service levels while also 
continuing with the trend of achieving significant economies of scale;   

¶ Indirect Funding , amounting to approx. EUR 5.4 bn, increased by EUR 0.3 bn compared to 
the end of December 2016, of which EUR +0.1 bn in the fourth quarter, due primarily to the 
positive commercial performance of the Financial Advisor Network, which recorded a 
significant growth in net flows as at 31 December. Please note in particular the extremely 
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positive trend of Assets under management in the funds and UCITS component. Within the 
Financial Advisor Network, training activities continue with an increasing focus on Advisory 
services based on the new WISE platform (the new global advisory model). As at 31 
December, 38 new Financial Advisors were hired. 

 

Interest-bearing loans to Widiba customers rose from roughly EUR 44 mln at the end of 
December 2016 to EUR 238 mln as at 31 December 2017. This growth refers primarily to the launch 
of the offer of Widiba mortgages with roughly EUR 197 mln in new loans since the beginning of the 
year. The Widiba mortgage (first 100% paperless mortgage in Italy) won two important national 
awards in the first quarter of 2017 (ABI Innovation Award and AIFIN Cerchio dõOro Award). 

 

 

 

  
 

With regard to profit and loss, as at 31 December 2017 Widiba achieved total Revenues of approx. 
EUR 44 mln, up (EUR +2.8 mln; +6.9%) compared to the previous year. The contribution from 
4Q17 decreased compared to the previous quarter due to higher non-recurring charges relative to fees 
for the Financial Advisor Network. A breakdown of the aggregate shows: 

¶ the Net interest income as at 31 December 2017 was equal to approx. EUR 31 mln, up by 8.6% 
compared to 2016, with a 4Q contribution showing significant growth compared to the previous 
quarters (EUR +1.8 mln over 1Q, EUR +1.4 mln over 2Q, EUR +0.9 mln over 3Q). With 
reference to the components of net interest income, there was a lower lending rate on financial 
loans offset entirely by a lower cost of Funding and higher volumes. These trends allow for a full 
recovery of the lower contribution of net interest income deriving from securities lending 
transactions with customers (due primarily to regulatory changes);   

¶ Net fees and commissions as at 31 December 2017, equal to roughly 14 mln, posted an 
improvement compared to 2016 (EUR +1.8 mln; +15.1%). The quarterly trend in net fees and 
commissions shows a decline in 4Q solely related to the higher non-recurring charges for the 

(EUR mln) 31/12/17 30/09/17 31/12/16
Chg Abs 

Q/Q

Chg % 

Q/Q

Chg Abs 

Y/Y

Chg % 

Y/Y

Deposits from customers and debt 

securities issued
2,148 1,821 1,563 327 18.0% 584 37.4%

Assets under management 4,928 4,830 4,557 98 2.0% 370 8.1%

Assets under custody 473 468 538 5 1.0% -65 -12.1%

Indirect Funding 5,401 5,298 5,096 102 1.9% 305 6.0%

Total Funding 7,548 7,119 6,659 429 6.0% 889 13.4%

0

Interest-Bearing Loans to Customers 238 154 44 84 54.4% 193 438.3%

WIDIBA BANK - BALANCE SHEET AGGREGATES
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loyalty system for the Financial Advisor Network. Instead, the third quarter was the best of the 
year in terms of Gross Revenues, due to the positive contribution of fees and commissions on 
Asset Management and Assets under Custody. With reference to the previous year, there was 
higher income from placement (due to the positive sales performance of the Financial Advisor 
Network) and the continuing operations of Asset Management products (higher average volumes 
under management). 

Operating Expenses rose by 1.7% compared to 31 December 2016, principally due to higher 
amortisation linked to investments in the Widiba banking platform and global advisory platform 
(WISE). In fact, personnel expenses were EUR 0.9 mln higher, more than offset by lower 
administrative costs of EUR 2.1 mln. As regards administrative costs, actions to optimise commercial 
costs continued that allowed growth in the customer base at acquisition costs that were lower than 
those of 2016.  

The Gross Operating Income therefore came to EUR -19.0 mln, an improvement of EUR +1.7 mln 
(+8.4%) compared to 31 December 2016.  

The Net Operating Income as at 31 December 2017 totalled EUR -18.6 mln, a deterioration with 
respect to 2016 (EUR -3.3 mln), which benefitted from write-backs on receivables equal to EUR 5.4 
mln. In addition, there was an extraordinary effect from the write-down of the equity investment in the 
Voluntary Scheme linked to voluntary participation in IDPF for a total of EUR 1.8 mln. The quarterly 
trend of Net Operating Income showed a decrease in 4Q compared to the previous quarter, due 
mainly to the effect of the trend in Net fee and commission income, discussed above.   

 

 

  

(EUR mln) 31/12/17 31/12/16 Abs. %

Net interest income 31.1               28.6               2.5 8.6%

Net fee and commission income 13.7               11.9               1.8 15.1%

Other income (0.0)               0.0                0.0 n.s.

Other operating expenses/income (1.2)               0.2                -1.4 n.s.

Total Revenues 43.6              40.8              2.8 6.9%

Operating expenses (62.6)              (61.5)              -1.1 1.7%

Pre Provision Profit (19.0)             (20.8)             1.7 -8.4%

Net impairment losses (reversals) on loans and financial assets0.4                 5.4                 -5.0 -92.6%

Net Operating Income (18.6)             (15.3)             -3.3 21.3%

WIDIBA BANK - PROFIT AND LOSS AGGREGATES

Chg. Y/Y
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Banca Widiba main initiatives 

In 2017, Widiba confirmed its focus on product and service innovation and on financial advisory, 
enriching the commercial offer in all components.   

In the Italian market, Widiba is now a well-established bank of excellence due to its focus on 
innovation and its distinctive value proposition, the qualities of which are founded on simplicity, 
transparency, dynamism and listening to customers. Within the Group, Widibaõs role is that of a 
òdriver for change and innovationó; it has been the first to introduce in the market a service model that 
combines technology innovation with certified financial advisory services, thus contributing to 
strengthening the image of MPS Group.  

As part of the strategic projects for the re-launch and re-positioning of MPS Group, in 2017 an 
initiative to transfer a selected perimeter of retail customers from Banca MPS to Banca Widiba, was 
planned. At the same time, the operation sought to respond to the changing needs of customers in the 
new digital context, to recover eroded share of wallet due to recent reputational issues, and to re-
establish a sustainable balance between margins and cost-to-serve. 

Widiba has once again been recognised by the market for its impressive innovation and ability to 
change in the banking industry. In 2017 there were numerous international awards and prizes 
including: the award as Global Innovator Challenger Player from the prestigious EFMA international 
organisation; the 2017 ABI award for innovation of banking services for the category òOperational 
innovation: process digitalisation and innovationó, won as a result of the first native digital mortgage; 
the 2017 TOP Bank award for the mortgage offer recognised by the German Institute for Quality and 
Finance for all four categories in the competition: Quality-price relationship, digital mortgages, 
customer assistance, and customer communication. 

Widibaõs commercial offering was developed primarily with respect to the products/service 
components of banking, payments, and deposit accounts, and was considerably enriched with the 
launch of the WISE project, the new global advisory services and asset planning platform. Certification 
was another theme in 2017: after the advisory model, which had previously been certified, training and 
network engagement activities continued in 2017 for the competency certification process according to 
UNI ISO 22222:2008, which led to 370 advisors receiving certification as personal asset and financial 
planners. 

Continuing on the topic of advisory services, the project to revise the model to adapt to new MiFID 2 
regulations effective 3 January 2018 is critical. 

Widiba's product range has been improved and completed during the year through the introduction of 
the credit department, in particular for mortgages and personal loans. Specifically, the Widiba mortgage 
range, launched exclusively for the Financial Advisor Network at the end of December 2016, was 
extended to all other Bank channels in 2017.  

Additionally, in terms of services, 2017 represents the year in which initiatives were launched that 
placed Widiba up against non-bank players, including:  

- the Apple Pay service. Widiba was one of the first banks to offer its customers the possibility 
to make payments with their iPhones easily, quickly, and securely, directly at points of sale 
enabled with contactless technology. 

- the new Widiba Home smartphone app. The first of its kind, this application allows the 
customer, using a 3D viewer, to enter a true virtual branch, where he/she can check accounts 
or perform transactions, independently or with the help of a avatar, through voice and eye 
commands;  

- Widiba Dialog, the first mixed reality app for financial advisory services. Using Microsoftõs 
HoloLens technology, Widibaõs Financial Advisors can share advisory data and proposals 
innovatively with their customers through holograms positioned in the physical world. 
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Widiba has continued to integrate and optimise an advanced CRM and customer contact platform 
which allows, on one hand, for multi-channel customer management (email, phone, social, virtual 
assistant, website, etc.) and, on the other, integration with all of the business structures involved in 
customer management, to speed up and streamline requests with the support of financial advisors. 

The feedback from customers is tangible and significant: with more than 430 thousand reviews, usersõ 
rating of Widiba has reached a score of 4.8 out of 5. 

In 2017, Banca Widiba continued the communication strategy with the market that had been outlined 
in previous years, focusing marketing activities and communication investments in four main areas: 

1. Brand consideration on the market, consolidating the Bankõs recognition and innovation, and 
continuing the progressive definition of positioning. To this end, press campaigns have been 
planned at various points during the year in the leading national media, newspapers, economic-
financial journals, and verticals. The launch of Widiba Home was supported by a specific press 
campaign and events in the regions, dedicated to customers, influencers, and bloggers. 

2. Increase the customer base, with the implementation of digital communication campaigns 

designed for customer acquisition: 12 different acquisition initiatives, for a total of over 450 

digital acquisition materials, including animated banners, static banners, high impact materials 

and DEM. 

3. Leadership within the market as a social bank, maintaining a strong link with its own DNA, 
based on listening to and involving the reference community using all available channels: from 
the website to email, to the presence of the Financial Advisor Network on the Bank's Facebook, 
Twitter and LinkedIn pages, which have led to 290,000 fans and followers of its community. 

4. Engagement of the Financial Advisor Network on all aspects of the Bank's activities; support in 

their customer relationships, with the production of communications on the network and 

materials to support their activities. 

At the end of 2017, the Bank had approx. 235 thousand customers and total funding amounting to 
roughly EUR 7.9 bn (+11.3% over 2016). 

 

Corporate Centre 

The Corporate Centre includes: 

¶ head office units, particularly with regard to governance and support functions, proprietary 
finance, the ôasset centreõ of divisionalised entities, which comprises in particular: asset and liability 
management, treasury and capital management; 

¶ business service and support units, particularly with regard to the development and management 
of information systems of the Consorzio Operativo di Gruppo (Group Operational Consortium) 
and the management of doubtful debt collection. 

In addition to cancellation of intragroup entries, the Corporate Centre also collects the results of 
companies consolidated by the equity method and those in the process of being disposed, as well as 
the results of operational branches that are individually below the minimum parameters for external 
disclosure requirements. 
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Equity investment management 

In 2017, the Group continued to rationalise its equity investment portfolio. 

The following is a list of the Bankõs most significant transactions during 2017. 

 

Acquisitions and capital increases 

Å As part of the sale of Bassilichi S.p.A. to Istituto Centrale per le Banche Popolari Italiane S.p.A., 
10% of the share capital of the newly formed company, Ausilia S.r.l., was subscribed; 

Å The share capital increases of the subsidiaries MPS Capital Services S.p.A., Monte Paschi Banque 
SA., and Widiba S.p.A. were subscribed. For the subsidiary MPS Leasing & Factoring S.p.A., an 
advance payment was made against a future share capital increase, whose subscription is 
undergoing the authorisation process with the ECB; 

Å The company Juliet S.p.A. was incorporated in November (100% owned by the Parent Company) 
which must obtain authorisations to perform servicing activities for collection of the Groupõs 
doubtful loans. 

 

Credit restructuring transactions 

Å In execution of the conversion of the Compagnia Aerea Italiana S.p.A. exposure, carried out based 
on restructuring agreements and in compliance with art. 67 of the Bankruptcy Law, an additional 
3.80% stake in the company was acquired, bringing the total shareholding to 6.114%; 

Å Following the approval of the agreement with creditors submitted by Jeckerson S.p.A. the Group 
acquired a shareholding of 13.57% of the company's share capital by converting receivables (MPS 
Capital Services S.p.A. owns a 12.31% stake). 

 

Disposals 

Å Disposal of the equity investments in: Intermonte Sim S.p.A., equal to 17.41% of share capital, 
Bassilichi S.p.A, equal to 11.74%, and Consorzio Triveneto S.p.A., equal to 10.13%. 

Å Other disposals of equity investments: Biofund S.r.l. (8.20% of share capital), E-Mid Sim S.p.A. 
(5% of share capital), Emilia Wine Società Cooperativa Agricola (3.41% of share capital), Unipeg 
Società Cooperativa Agricola (1.08% of share capital), and Progeo Società Cooperativa Agricola 
(0.01% of share capital). 

Å At the conclusion of the respective settlement procedures, the equity investments in Siena S.p.A. in 
liquidation (49.01%) and Gal Bassa Padovana Scarl in liquidation (8.33%) were removed from the 
portfolio.  

Å The following investments were partially disposed: Assofood S.p.A. in liquidation (from 6.25% to 
1.04% of the share capital), Patto 2000 Scrl (from 5.29% to 0.17% of the share capital), and G.A.L. 
Terre del Primitivo Scarl (from 5.79% to 2.45% of the share capital). 

Å The subsidiary MPS Capital Services S.p.A sold its entire equity investment in Ital Tbs Telematic & 
Biomedical Services S.p.A., equal to 1.72% of the share capital. 

 

  



89 Consolidated Report on Operations 

   

 

BANCA MONTE DEI PASCHI DI SIENA 

Prospects and outlook on operations 

The solid and general expansion of economic activity continues in the Eurozone. The ECBõs monetary 
policy measures continue to support internal demand, which is an essential precondition for further 
progress on a lasting adjustment of the inflation profile towards levels lower than but close to 2 
percent in the medium term. Private consumption is driven by growth in employment, which in turn 
benefits from labour market reforms and growing household wealth. The recovery in business 
investment continues to be supported by highly favourable financing conditions and by improvements 
in business profitability. Risks to growth forecasts for the Eurozone remain essentially balanced: on 
one hand, the strong economic momentum, evidenced by the recent trend in confidence indicators, 
could give rise to further unexpected developments for growth; on the other hand, downside risks 
remain, mainly due to international factors and trends in currency markets. 

Globally, growth has spread to various countries and economic indicators point to sustained growth; 
the dynamics of global trade strengthened and remained solid, driven mainly by advanced economies. 
The leading indicators continue to signal positive forecasts for growth in trade in the short term. 

Financial markets reflect the greater robustness of the economic outlook for the Eurozone as well as 
global trends. Since the beginning of September 2017, Eurozone government bond yields have 
increased and the EONIA forward curve has sharpened. The improvement in the economic outlook 
and the reduction of some geopolitical tensions have resulted in an increase in equity price indices, 
while the spreads on corporate bonds have decreased. 

Since the monetary policy meeting of the Governing Council held in October 2017, the ECB reference 
interest rates have remained the same. With regard to unconventional monetary policy measures, it was 
decided that from January 2018 net asset purchases should be reduced by around one-half (EUR 30 
billion until the end of September 2018), or beyond if necessary, and in any case until the Governing 
Council determines that there has been a lasting adjustment to prices, consistent with its inflation 
target. In addition, the Eurosystem will reinvest the principal repaid on securities maturing under the 
APP for a prolonged period of time after the conclusion of net asset purchases, as long as is deemed 
necessary. This measure will contribute both to maintaining favourable liquidity conditions and to an 
appropriate orientation of monetary policy. Finally, the Governing Council also decided to continue 
conducting the principal refinancing operations and the longer-term refinancing operations with a 
three-month maturity through fixed rate auctions with full allocation of the requested amounts as long 
as necessary, and at least until the end of the latest reserve maintenance period in 2019. 

As regards the MPS Group, following the approval of the 2017-2021 Restructuring Plan by the 
European Commission on 4 July 2017, activities began for the implementation of the main initiatives 
set forth in the Plan.  

In this regard, with reference to the outsourcing of the platform of doubtful loans, a binding 
agreement was reached with Cerved Group S.p.A. and Quaestio Holding SA. The transaction 
envisages the consolidation of the platform to a vehicle company specifically established by Banca 
MPS, which would subsequently be transferred to Cerved and Quaestio, through the subscription of a 
long-term servicing agreement between the vehicle company and all of the Groupõs Italian banks for 
the management of future cash flows of doubtful loans. The consideration for the equity investment is 
EUR 52.5 mln, in addition to a possible earn out of up to EUR 33.8 mln, based on the achievement of 
economic results in the timespan until 2025. The closing of the transaction, expected to take place by 
the end of the first quarter of 2018, is subject to the approval of the supervisory authority as well as the 
completion of the securitisation of the BMPS doubtful loans, with the subscription of mezzanine notes 
by funds managed by Quaestio. 

During 2017, 1,839 resources left the Group through access to the òSolidarity Fund for professional 
retraining and requalification, for the support of employment and the income of credit personneló, in 
line with the targets of the Restructuring Plan, which requires, inter alia, a headcount reduction across 
all of the Groupõs organisational structures of around 5,500 resources, to be completed no later than 
2021. Currently, the exits of a further 3,700 resources must be completed (of which approximately 
3,000 through the òSolidarity Fundó). 



 

Consolidated Report on Operations 90 

  

 

2017 ANNUAL REPORT 

In carrying out the transfer transaction through the securitisation of the MPS Group portfolio of 
doubtful loans, on 9 January 2018, 95% of the mezzanine notes were sold by the three Originators 
(BMPS, MPSCS, and MPSLF), as per the agreement signed on 22 December 2017 with Quaestio 
Capital SGR S.p.A. on behalf of the Atlante Fund. The doubtful loans portfolio will be derecognised 
by June 2018 with the sale of 95% of the junior securities to the Atlante Fund. Note that the economic 
impacts of the securitisation, in addition to being included in the Restructuring Plan, were fully 
incorporated in the financial statements as at 31 December 2017. 

On 11 January 2018, the Parent Company issued a fixed-rate Tier 2 subordinated bond with 10-year 
maturity (redeemable in advance starting from the fifth year at the issuerõs option, subject to regulatory 
approval), for EUR 750 mln, at an issue price of 100%, equivalent to a spread of 500.5 bps over the 5-
year swap rate (fixed-rate coupon of 5.375%). The expected ratings of the bond are CCC+ (Fitch) and 
Caa2 (Moodyõs). 

Lastly, with reference to the future capital impacts arising from the Groupõs exposure to non-
performing loans, on 4 October 2017 the ECB started a consultation process in relation to an 
addendum to the guidelines for banks on non-performing loans of 20 March 2017. In particular, the 
addendum establishes that for all loans that are classified as non-performing starting from 2018 a total 
coverage level will need to be reached, at the latest within two years for unsecured loans and within 
seven years for secured loans. From a regulatory perspective, the impact on capital adequacy ratios can 
be determined once the relevant regulations are finalised, which is expected by the end of March 2018. 
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CONSOLIDATED NON-FINANCIAL STATEMENT 

 

Methodological note 

 

Perimiter 

This Non-Financial Statement (NFS), referring to the reporting period of 1 January 2017 - 31 
December 2017, was drafted pursuant to Legislative Decree no. 254 of 30 December 2016, relating to 
the communication of non-financial information useful in understanding business performance, 
results, and the positive and negative impacts of the activities. 

The scope of the information reported in the NFS, unless otherwise specified in the text, corresponds 
to the accounting consolidation. 

The NFS seeks to balance the different information needs of the stakeholders, so it is possible that, in 
some cases, the discussion of the issues is not completely exhaustive. For these cases, interested 
individuals can request clarification and more information through the e-mail address csr@mps.it. 

Relevant information 

The NFS addresses environmental, social, and human resources issues, as well as respect for human 
rights, and anti-corruption measures, which are considered more relevant in relation to the extent to 
which the activities of the Groupõs companies may impact them or be impacted by them, and the 
perception of what the corresponding expectations of the stakeholders may be. 

 

More specifically, the relevant issues on which the NFS is based are: 

1. Employment (responsible management of human resources - hiring of professionals and 
maintenance of the workforce, guidance of young people toward professional careers); 

2. Development of human resources (responsible management of human resources - development, 
training, as well as active, merit-based management of human resources and enhancement of 
skills); 

3. Diversity (responsible management of human resources - gender diversity and equal 
opportunities); 

4. Welfare (responsible management of human resources - business welfare); 
5. Customer experience (protection of customers - adequate listening, assistance and service, 

simplicity, transparency and clarity of customer communications); 
6. Security of services (protection of customers - security of digital/remote banking services and 

safeguarding of personal data); 
7. Corruption (legality and ethics - active and passive anti-corruption measures between private 

individuals); 
8. Support to SMEs (economic and social qualification - support to the entrepreneurial structure); 
9. Green finance (green banking - monitoring the environmental impact of business lending, 

assessment of environmental risk associated with large transactions, credit to companies with high 
environmental added value); 

10. Financial inclusion (economic and social qualification - access to credit at fair conditions and to 
ònon-bankableó individuals and small businesses); 

11. Financial education (economic and social qualification - financial education in schools and with 
Bank customers). 

 

These were chosen through the following relevance assessment process: 

mailto:crs@mps.it
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¶ analysis of data published in respected studies and research, concerning some of the main 
economic, demographic, social, and environmental trends and their correlations with financial 
sector activities; 

¶ identification of a broad range of topics, which, firstly, can be considered relevant for purposes of 
the NFS, based on concrete situations and sector considerations; 

¶ weighting of the factors chosen to assess the relevance of each of the initially identified topics, 
from the perspective of both the business and the stakeholders. This was formulated based on 
sector considerations and perceptions of the company in its ordinary interactions with 
stakeholders. However, there was no specific stakeholder feedback and involvement for purposes 
of the NFS; 

¶ development of the materiality matrix and its validation by management. 

 

 

 

 

Materiality matrix - most relevant issues for purposes of the NFS 

 

For each relevant issue, the NFS explains concisely the following information: 

¶ Policies - vision, public statements, strategic commitments, formal documents on strategies, 

guidelines, and organisational approach; 

Influence on banking business Importance to stakeholders

Is the issue material for the banking sector and is

developed by peers?

Do one or more categoriesof stakeholdersin the banking

sector (or the bank) show strong expectations on the issue?

Is the issueinherentin the businessmodel,doesit involve

risksor opportunitiesthat are relevantto the bank and is

therefore considered strategic?

Can the issuerepresenta significantopportunity for one

or more categoriesof stakeholdersand/or positively

impact on the community?

Is the issueregulatedand developedthrough key public

policies?

Canthe issuerepresenta risk for one or more categories

of stakeholders and/or impact negatively on the

community?

Materiality assessment criteria
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¶ Management model - organisational oversight, offer systems, training, documented procedures or 

practices, operational tools, monitoring, controls, communication, etc.; 

¶ Risks/Opportunities - description of the main risks (and opportunities) and related methods for 

assessment and control (òAppendixó also contains an overview of the main risks, incurred and 

generated, and the impacts connected to the issues in question); 

¶ Results - improvement objectives, activities completed and underway, key performance indicators. 

 

Moreover, the òAppendixó provides some information on the following issues indicated in Legislative 
Decree no. 254/2016, but not included in those deemed relevant for purposes of the NFS: 

¶ use of energy resources in operations and estimates of related greenhouse gas emissions; 

¶ health & safety in the workplace; 

¶ respect for human rights, with a focus on the supply chain and the methods for verifying any 

discriminatory factors and other limitations on protections due to workers. 

Information on the following are excluded from the NSF: 

¶ emissions of pollutants into the atmosphere and use of water resources in operations, as they are 

considered to be irrelevant issues for the purposes of the NSF and, as such, are not subject to 

systematic monitoring; 

¶ essential issues (pillars) for the general objectives of protection, stability, and sustainable growth of 

Group companies (economic performance, corporate governance structures, remuneration policies 

and incentive systems, business and systemic risk management models), for which the reader 

should refer to other chapters of the financial statements and to specific publications available on 

the Bankõs website. 

Reporting methodology 

It  was adopted the following reporting method: GRI Sustainability Reporting Standards, published in 2016 

by Global Reporting Initiative (GRI). In particular, according to the provisions of the GRI 101 standard: 

Foundation., reference has been made to the following Reporting Standards: 

GRI 102: General Disclosures - Disclosure 102-43 òApproach to stakeholder engagementó  

GRI 103: Management Approach  

GRI 205: Corruption ð Topic-specific disclosure 205-3 òConfirmed corruption incidents and related 

measures undertakenó 

GRI 302: Energy  

GRI 305: Emissions  

GRI 401: Occupation   

GRI 403: health and safety at work 

GRI 404: Training 

GRI 405: Diversity and equal opportunities   
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GRI 406: Non discrimination ð Topic-specific disclosure 406-1 òDiscriminatory incidents and actions 

undertakenó 

GRI 417: Marketing and labeling ð Topic-specific disclosures 417-2 òCases of non-compliance with 

regulations on the labeling of products and services" and 417-3 "Cases of non-compliance with 

regulations relating to marketing communicationsó 

GRI 418: Consumer Privacy - Topic-specific disclosures 418-1 òLamentation regarding privacy 

violations and loss of customer dataó 

In addition, some information has been reported, considered most suitable for our reality, taking into 

consideration the following additional topic specific disclosures: 

GRI 102: General Disclosures ð Disclosure 102-8 òPernsonnel informationsó  

GRI 205: Corruption ð Topic-specific disclosure 205-2 òCommunication and training related to anti-

corruption policies and proceduresó  

GRI 302: Energy ð Topic-specific disclosure 302-1 òEnergy consumptionó  

GRI 305: Emission ð Topic-specific disclosure 305-1 òDirect greenhouse gas emissions (scope 1)ó e 

305-2 òIndirect greenhouse gas emissions (scope 2)ó  

GRI 401: Occupation ð Topic-specific disclosure 401-1 òNumber of total recruitments and turnvoer 

rateó  

GRI 401: Occupation ð Topic-specific disclosure 401-2 òBenefit provided for full-time workers 

escluding part-time workers and term workersó  

GRI 401: Occupation ð Topic-specific disclosure 401-3 òParental leaveeó  

GRI 403: health and safety at work ð Topic-specific disclosure 403-2 òTypes of accidents, frequency 

index, severity rate, absenteeism rate and number of work-related deaths.ó 

 GRI 404: Training and education ð Topic-specific disclosure 404-1 òAverage training hours per 

employee per yearó  

GRI 405: Diversity and equal opportunities ð Topic-specific disclosure 405-1 òDiversity within 

governing bodies and personneló  

GRI 405: Diversity and equal opportunities ð Topic-specific disclosure 405-2 òR elationship between 

male and female basic salaryó  

Finally, as regards the Financial Services Sector Disclosures, the following indicators were considered: 

FS8 - Monetary value of products and services designed to provide an environmental benefit. 

FS11 - Percentage of assets subject to positive and negative environmental or social screening. 

FS14 - Initiatives to improve access to financial services for disadvantaged people 
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Compliance check 

The NFS was subjected to the specific audits envisaged in Legislative Decree no. 254/2016. The audits 
were assigned to the same party that is responsible for performing the statutory audit of the financial 
statements, to leverage the knowledge already acquired regarding the organisation and business 
processes and ensure internal consistency with the Report on Operations, providing greater 
effectiveness and efficiency. 

 

1. EMPLOYMENT  

 

Policies 

The Group is committed to limiting the effects on employment and responsibly managing the 
restructuring of the workforce according to the following guiding principles: 

¶ leverage the professional skills present in the business; 

¶ take advantage of development opportunities for employees; 

¶ favour volunteers for exits and greater proximity to pension age; 

¶ facilitate generational renewal with the hiring of new resources (including those envisaged in 
governing national regulations); 

¶ consider the aspirations and needs of the resources involved. 

 

The personnel cost containment measures were identified by applying principles of social equity and 
attention to the lowest compensation levels. 

These guiding principles are then consistently outlined in specific business policies and/or external 
communications, including: 

¶ the Collective Labour Agreement, second-level negotiations, and trade union agreements; 

¶ internal regulations regarding òPersonnel selection and hiring policiesó; 

¶ Group regulations concerning òManagement of human resource recruitmentó; 

¶ business welfare policies and system which, as part of second-level negotiations, also provide for 
the employment of family members of employees deceased during their service. This provision is 
also extended to personnel participating in the Sector Solidarity Fund; 

¶ human resource management policies. 

 

Risks/Opportunities  

The risks related to managing this issue are operational and reputational: difficulty in ensuring adequate 
coverage of roles and the operational continuity of certain activities, disputes with employees, decline 
in employee satisfaction, in relation, for example, to outsourcing of activities, structural workforce 
reductions, and any other business project that may impact personnel. 

These risks are managed through a preventive approach, involving preliminary impact analyses, trade 
union dialogue procedures (in accordance with the law and contract), and mitigation actions, aimed at 
ensuring operational continuity, reducing litigation, avoiding demotion, etc. 

Furthermore, this issue is particularly relevant for the inherent opportunities to: 





































https://www.gruppomps.it/static/upload/tut/tutela_ambientale_-_gruppo.pdf




https://www.microcreditosolidale.eu/




http://www.young-factor.it/
http://www.osservatorionline.it/
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https://www.gruppomps.it/static/upload/sal/salute_e_sicurezza.pdf




https://www.gruppomps.it/static/upload/sos/sostenibilita_degli_approvvigionamenti.pdf
















































































































































































































































































































































































































https://www.gruppomps.it/investor-relations






















































































































































































































































































































https://www.gruppomps.it/static/upload/ope/operazioni_con_parti_correlate_e_soggetti_-collegati-_obbligazioni_degli_esponenti_bancari.pdf
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