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REVIEW OF
OPERATIONS



REVIEW OF
OPERATIONS

The Mediobanca Group reported a net profit of €418.2m in the six months
under review, up 30.2% on the €321.1m posted last year. This improved result
reflects strong performances by all the Group’s divisions, as reshaped following
the three-year strategic plan unveiled in November 2016. The Corporate and
Investment Banking division saw net profit rise from €106.3m to €126.2m,
on lower loan loss provisions, and boosted by Specialty Finance operations.
Consumer Banking delivered a net profit up from €70.2m to €122.7m, on a
12.6% increase in net interest income, and a sharp, 13.6% reduction in loan
loss provisions due to the improved risk profile. The net profit posted by Wealth
Management doubled from €23.7m to €48.8m, as a result of the consolidation
of Cairn Capital and Barclays ltaly, plus €22.4m in net income deriving from
the badwill collected following the Barclays acquisition (€240m). The Principal
Investing division’s contribution to the bottom line rose from €229.7m to €242m,
following the sale of part of the Atlantia stake. Only the Holding Functions
division reported a loss of €122.6m (31/12/2015: €93m), due to higher cash and

liquid assets in a negative interest rate scenario.

Total revenues were up 5.5%, from €1,016.3m to €1,072.4m, with the main
income items performing as follows:

— Net interest income rose by 5.2%, from €604.3m to €635.6m, reflecting
growth of 12.6% in Consumer Banking (from €362.8m to €408.4m) and of
24.9% in Wealth Management (from €94.1m to €117.5m), which more than
offset the reduction in Holding Functions (net expense totalling €47.1m,
compared with €11.5m last year);

— Net treasury income climbed from €45.8m to €63.8m, despite €13.3m
in losses on bond buybacks; the result was buoyed by gains on disposals
of AFS securities (€17.1m) and by trading book activity, which added
€54.1m (€24m);

— Netfee and commission income totalled €236.8m, up slightly on the €227.4m
reported last year, driven by the performances of Cairn Capital (€11.7m) and
CheBanca! (up from €20.5m to €31.5m, including €8.3m contributed by the
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former Barclays business unit), offsetting the reduction in fees earned from
Wholesale Banking (from €116m to €86.8m) due to lower capital market
activity volumes;

— The contribution from equity-accounted companies remained virtually

unchanged at €136.2m (€138.8m).

Operating costs rose by 10.4%, from €419.8m to €463.5m, reflecting approx.
€38.5m in respect of the new entities. On a like-for-like basis overheads would
have been virtually unchanged (up 1.2%).

Loan loss provisions fell by 18.1%, from €224.4m to €183.7m, reflecting a
widespread improvement in the loan book risk profile, in Consumer Banking in
particular (where provisioning declined from €184.1m to €159m) and Wholesale
Banking (where €1.6m was written back, compared with €18.5m in adjustments
taken last year). The cost of risk therefore fell to 102 bps (31/12/15: 136 bps;
30/6/16: 124 bps), on higher coverage ratios: up from 54% to 55% for the non-
performing assets, and up from 1% to 1.1% for performing items.

Net gains on the securities portfolio include the gains realized on tendering
the Bank’s investment in Atlantia (€110.4m) and other minor investments.
Conversely, the provisions for other financial assets, which totalled €7.9m
(compared with €12.8m) chiefly consist of collective adjustments in respect of
banking book securities (€5.8m).

Other provisions and charges of €26.2m include the €50m one-off
contribution to the Bank Resolution Fund (required as part of the measures to
support Banca delle Marche, Banca Popolare dell’Etruria, Cassa di Risparmio
di Chieti, and Cassa di Risparmio di Ferrara), plus €4.5m as the compulsory
contribution to the Deposit Guarantee Scheme (DGS), and €29.4m in non-
recurring income in connection with the Barclays ltaly acquisition (cf. below).

Total assets ! grew from €69.8bn to €73.5bn, as a result in particular of
the Barclays acquisition. The individual asset headings reflect the following
performances:

— Loans and advances to customers rose from €34.7bn to €37.6bn, due to the
mortgage loans acquired from Barclays (€2.4bn), and to growth in Consumer
Banking (where lending was up €250m) and Speciality Finance (up €280m);

!'See Annex 1, which summarizes the reconciliation between the old and new restatements.
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— Funding increased from €46.7bn to €49.7bn, due to Barclays which added
€2.9bn, driving retail deposits to €13.8bn, now 28% of the consolidated
funding; the other forms of funding (i.e. bonds and ECB deposits) were
basically stable;

— Debt securities held as part of the banking book declined from €9.9bn
to €8.3bn, compensated for by the increase in net treasury assets which
climbed from €5.5bn to €7.8bn, in particular for short-term liquidity;

—  Assets under management in connection with Wealth Management activities,
including direct funding, rose from €42.2bn to €50.6bn; AUM/AUA climbed
to €21.3bn (€17.4bn), split between Private Banking (€14.4bn, versus
€13.5bn last year) and the Affluent & Premier segment (CheBanca!) which
rose from €3.9bn to €6.9bn following the acquisitions of Barclays (€2.9bn)
and the Cairn Capital funds (flat at €2bn).

The Group’s capital ratios as at 31 December 2016, based on the phase-in
regime and including the profit for the six months (net of the estimated pay-out),
remain at high levels and comfortably above the regulatory limits (see below):
the Common Equity Tier 1 ratio stood at 12.27% (30/6/16: 12.08%), and the
Total Capital ratio at 15.74% (15.27%). The fully-phased ratios (i.e. with full
application of CRR — in particular the right to include the whole AFS reserve
in the CET1 calculation — and the Assicurazioni Generali investment weighted
at 370%) rise to 12.82% for the CET1 ratio, and to 16.41% for the Total capital

ratio respectively.
* ok k

With the new strategic plan coming into force, the Group’s operations are
now structured into five separate divisions:

— Corporate & Investment Banking (CIB): this division brings together all
services provided to corporate clients in the following areas: Wholesale
Banking (lending, advisory, capital markets activity and proprietary trading);
and Specialty Finance (factoring and credit management, including NPL
portfolios);

—  Consumer Banking (CB): this division provides retail clients with the full
range of consumer credit products, ranging from personal loans to salary-
backed finance (Compass and Futuro);

—  Wealth Management (WM): this division brings together all activities
addressed to private clients and high net worth individuals (Compagnie
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Monégasque de Banque, Banca Esperia and Spafid) and asset management
services provided to affluent & premier customers (CheBanca!); the division
also includes Cairn Capital (Alternative AM);

—  Principal Investing (PI): this division brings together the Group’s portfolio of
equity investments and holdings, including the stake in Assicurazioni Generali;

— Holding Functions (formerly the Corporate Cenire): this division houses the
Group’s Treasury and ALM activities (which previously were included in
the CIB division); it also includes all costs relating to Group staffing and
management functions, most of which were also previously allocated to CIB,
and continues to include the leasing operations.

The five divisions’ respective performances for the six months under review
were as follows.

Corporate and Investment Banking reported a net profit of €126.2m
(31712/15: €106.3m), on a 2.8% increase in revenues, a slight reduction in costs,
and lower loan loss provisions and writedowns to securities (totalling €12.2m.
compared with €24.5m last year). Both segments showed an improvement in
profits: Wholesale Banking from €100.5m to €113.9m, and Specialty Finance
from €5.9m to €12.3m.

Consumer Banking saw net profit increase, from €70.2m to €122.7m. as a
combined effect of higher revenues (up from €422.6m to €475.6m, driven by
12.6% growth in net interest income), and lower loan loss provisions, of €159m
(€184.1m), the declining cost of risk reflecting the improved credit quality
(down from 351 bps last year to 286 bps).

Wealth Management reported a net profit of €48.8m, higher than last year
(€23.7m) due to the expanded area of consolidation: the higher total revenues
of €214.3m (€163m) reflect the contributions of both the Barclays business
unit (€36.8m) and Cairn Capital (€12.1m); as does the increase in costs, which
amounted to €170.7m (€128.1m), €28.7m of which derived from Barclays and
€11.6m from Cairn. The result also includes €22.4m which emerged from the
allocation of the badwill collected in connection with the Barclays business unit
acquisition. CheBanca! reported a sharp increase in net profit from €5.8m to
€29.1m for the six months (€6.7m net of the income referred to above), whereas
private banking delivered an increase in net profit from €17.9m to €19.7m.
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Principal Investing reported a net profit of €242m, in line with the result
posted last year (€229.7m): the increase in gains, from €91.5m to €118.9m,
generated largely from the sale of Atlantia shares, was offset by the reduction in
total revenues posted by Assicurazioni Generali of €137.9m (€153.2m).

Holding Functionsreportedalossof€122.6m (€93m),drivenby highertreasury
management costs reflected in higher net interest expense (which increased from
€11.5m to €47.1m), only in part offset by the lower contributions to the Bank
Resolution Fund and Deposit Guarantee Scheme, which this year totalled €56.3m
(€66.4m). The contribution from leasing operations to this division’s results
was virtually unchanged from last year, with a net profit for the six months of

€2.6m (€3m).

ko ok

Significant events that took place during the six months include:

— on 26 August 2016 CheBanca! completed its acquisition of Barclays’ Italian
retail operations on 26 August 2016. The acquisition involved 85 branches,
564 commercial retail staff, 68 financial advisors, 220,000 customers,
€0.4bn in liquid assets, €2.5bn in residential mortgages (with no bad loans),
€2.9bn in direct funding and €2.8bn in indirect funding, €2bn of which
in assets under management. Under the terms of the deal, Barclays paid
CheBanca! €240m in respect of the business unit with balanced assets and
liabilities. This amount has been subject to purchase price allocation as
required by IFRS 3. Following this process, an initial fair value has been
assigned to the assets and liabilities of minus €61.7m (including €26m
of intangible assets in the form of indirect funding), potential liabilities
of €59m (in connection with the restructuring process), and provisions in
respect of mortgage loans totalling €21m, roughly half of which in respect
of non-performing loans. The remaining balance of €98.3m, which could be
subject to further adjustments in the course of the twelve months following
acquisition, covers the €68.9m one-off costs incurred in connection with
the process of integrating the former Barclays network into the CheBanca!
platform (given that there were some areas of overlap in in the commercial
network). The overall benefit of the transaction booked as at 31 December
2016 thus came to €29.4m (€22.4m net of taxation);

— approval of the 2016/19 strategic plan guidelines, which confirmed the
Group’s reshaping towards an even more sustainable, diversified and
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valuable business model, able to generate high income and capital, while
matching outstanding balance-sheet content with efficiency. Growth in
banking businesses is expected to derive from leveraging on strengths and
opportunities in Corporate and Investment Banking and Consumer Banking,
and from prioritizing development of the new Wealth Management platform.
Capital generation is expected to derive from growth in earnings, but also
from optimizing the management processes, reducing the equity investments
(AFS and the Assicurazioni Generali stake), and validation of the advanced
models (AIRB) applied to the Large Corporate (CIB), Consumer Banking
(Compass and Futuro) and Mortgage lending (CheBanca!) portfolios. For the
period-end (30 June 2019) the Group has set the following objectives:

— GOP (net of cost of risk): €1bn, 3Y CAGR +10%;
— ROTE?: 10%,
— ROAC? of banking businesses: 12%, with cost of risk at 105 bps;

— acquisition of the 50% of Banca Esperia not already owned by the Mediolanum
Group for a consideration of €141m, to be transferred once the transaction
has been approved by the relevant authorities. The acquisition forms part of
the Group’s strategy to grow its presence in the private (WM) and MidCaps
(CIB) segments, which represent the two main guidelines of the new plan.
Integration of Banca Esperia will enable the Mediobanca Group to achieve
significant cost synergies and reshape its private banking service offering in
Italy through the new Mediobanca Private Banking brand. Its platform for
services to Mid-Corporate clients and the Group’s asset management product
factory will also be empowered as a result of the acquisition;

— the ECB’s decision, following the outcome of the SREP 2016 process, to set
the minimum phase-in CET1 ratio to be complied with at the consolidated
level at 7%, and the total capital ratio at 10.5%. Compared to last year these
ratios are assisted by the phase-in regime for the capital conservation buffer,
and even though they increase to 8.25% and 11.75% respectively fully-
phased, they are still much lower than last year (CET1 ratio limit: 150 bps
lower phase-in, 50 bps lower fully-phased). The ECB’s decision also reflects
the results of the stress tests, which confirmed the Group’s solidity even in
stressed conditions. In the adverse scenario, in 2018 the impact on CET1 is
just 94 basis points, one of the lowest levels recorded by any EU bank;

2 ROTE: net profit/average tangible common equity (KT). KT= shareholders’ equity less goodwill less identifiable tangible assets.
*ROAC: net profit/capital allocated (K). K= 9% * RWAs.
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— the partial buyback of two subordinated bond issues, completed in an amount

of €218.4m, with a view to optimizing the Group’s liabilities management

and liquidity position.

Consolidated financial statements *

The consolidated profit and loss account and balance sheet have been

restated — including by business area — according to the new divisional

segmentation, in order to provide the most accurate reflection of the Group’s

operations. The results are also presented in the format recommended by the

Bank of Italy as an annex.

CONSOLIDATED PROFIT AND LOSS ACCOUNT

(€m)
6 mihs 12 mihs 6 mths Chg. (%)
ended ended ended
31/12/15 30/6/16 31/12/16

Profit-and-loss data
Net interest income 604.3 1,206.7 635.6 5.2
Treasury income 45.8 133.1 63.8 39.3
Net fee and commission income 2274 450.1 236.8 4.1
Equity-accounted compsanies 138.8 256.7 136.2 -1.9
Total income 1,016.3 2,046.6 1,072.4 5.5
Labour costs (209.7) (440.8) (231.1) 10.2
Administrative expenses (210.1) (451.1) (232.4) 10.6
Operating costs (419.8) (891.9) (463.5) 10.4
Gain (losses) on AFS, HTM and L&R 92.5 124.2 121.7 31.6
Loan loss provisions (224.4) (418.9) (183.7) -18.1
Provisions for financial assets (12.8) (19.4) (7.9 -38.3
Other profits (losses) (71.5) (104.3) (26.2) -63.4
Profit before tax 380.3 736.3 512.8 34.8
Income tax for the period (57.2) (128.7) (92.9) 62.4
Minority interests (2.0 3.1) (L.7) -15.0
Net profit 321.1 604.5 418.2 30.2
Gross operating profit from banking activities 224.6 460.5 291.7 29.9

* For a description of the method by which the data have been restated, see also the section entitled “Significant accounting policies.
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RESTATED BALANCE SHEET

(€m)
31/12/15 30/6/16 31/12/16
Assets
Financial assets held for trading 13,108.2 9,505.3 10,335.7
Treasury financial assets 9,861.6 8,407.9 10,236.1
AFS equity 928.1 914.3 697.6
Banking book securities 8,696.9 9,890.3 8,272.7
Loans and advances to customers 33,018.9 34,738.7 37,598.3
Equity investments 3,113.0 3,193.3 3.,441.1
Tangiible and intangible assets 765.2 757.8 787.8
Other assets 2,057.1 2,411.0 2,105.6
Total assets 71,548.9 69.818.6 73,474.9
Liabilities and net equity
Funding 44,754.4 46,658.4 49,665.3
Treasury funding 8,049.7 5.254.7 5.337.4
Financial liabilities held for trading 8,559.8 7,141.5 7.413.3
Other liabilities 1,465.4 1,661.9 1,654.1
Provisions 181.2 180.3 261.8
Net equity 8,128.7 8,228.1 8,633.0
Minority interests 88.7 89.2 91.8
Profit for the period 321.1 604.5 418.2
Total liabilities and net equity 71,548.9 69,818.6 73,474.9
Tier 1 capital 7,288.1 6,504.8 6,602.8
Regulatory capital 9.437.2 8,227.2 8,468.9
Risk-weighted assets 58,771.1 53,861.6 53,791.5
Tier 1 capital/risk-weighted assetts 12.40% 12.08% 12.27%
Regulatory capital/risk-weighted assets 16.06% 15.27% 15.74%
No. of shares in issue (million) 870.4 871.0 872.8
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BALANCE-SHEET/PROFIT-AND-LOSS DATA BY DIVISION

(€m)

31 December 2016 Corporate  Consumer Wealth Principal  Holding Group
and Banking Management Investing Functions
Investment
Banking

Profit-and-loss data
Net interest income 153.4 408.4 117.5 (3.6) (47.1) 635.6
Treasury income 54.0 — 6.6 6.8 0.3) 63.8
Net fee and commission income 107.0 67.2 90.2 — 9.1 236.8
Equity-accounted companies — — — 134.7 — 136.2
Total income 314.4 475.6 214.3 137.9 (38.3) 1,072.4
Labour costs (61.7) (45.5) (83.0) (1.6) (50.2) (231.1)
Administrative expenses (50.5) (91.3) (87.7) 0.3) (20.3) (232.4)
Operating costs (112.2) (136.8) (170.7) (1.9) (70.5) (463.5)
Gains (losses) on AFS, HTM and L&R — — 3.1 118.9 — 121.7
Net loss provisions (12.2) (159.0) (10.9) 0.9) 9.3) (191.6)
Other profits (losses) — — 27.3 — (56.3) (26.2)
Profit before tax 190.0 179.8 63.1 254.0 (174.4) 512.8
Income tax for the period (63.8) (57.1) (14.3) (12.0) 53.5 (92.9)
Minority interest — — — — 1.7 1.7
Net profit 126.2 122.7 48.8 242.0 (122.6) 418.2
Cost/Income ratio (%) 35.7 28.8 79.7 1.4 n.m. 43.2
Balance-sheet data
Loans and advances to customers 15.357.8  11,244.9 9,104.9 nm. 2,362.2 37.598.3
Risk-weighted assets 24,8258 11,387.0 5,432.8 7.243.0 49029  53,791.5
No. of staff 579 1,402 1,951 * 11 769 4,565

* Includes 147 staff employed by Banca Esperia on a pro-forma basis, not included in the Group total.

Notes:

1) Divisions comprise:

— Corporate & Investment Banking (CIB): brings together all services provided to corporate clients in the following areas:

— Wholesale Banking, Client Business (lending, advisory, capital markets activities) and proprietary trading (businesses performed by
Mediobanca S.p.A., Mediobanca International, MB USA and MB Turkey);

— Specialty Finance: comprises factoring and credit management (including NPL portfolios) activities headed up by Creditech;

— Consumer Banking (CheBancal): provides retail clients with the full range of consumer credit products, ranging from personal loans to salary-
backed finance (Compass, Futuro and Compass RE);

— Wealth Management (WM): new division which brings together all asset management services offered to the following client segments:

— Affluent & Premier, addressed by CheBanca!;

Private & High Net Worth Individuals, addressed in Ttaly by Banca Esperia (at present still consolidated pro rata at 50%) and Spafid, and

in the Principality of Monaco by Compagnie Monégasque de Banque; this division also comprises the alternative AM product factory and in

particular Cairn Capital);

Principal Investing (PI): division which brings together the Group’s portfolio of equity investments and holdings;

Holding Functions: division which houses the Group’s Treasury and ALM activities (as part of Mediobanca S.p.A.), with the objective

of optimizing management of the funding and liquidity processes; it also includes all costs relating to Group staffing and management

functions; and continues to include the leasing operations (headed up by SelmaBipiemme) and the services and minor companies (MIS and

Prominvestment).

2) Sum of divisional data differs from Group total due to:

— Banca Esperia being consolidated pro rata (50%) rather than equity-accounted;
— Adjustments/differences arising on consolidation between business areas (equal to minus €1.1m).
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(em)

30 june 2016 Corporate  Consumer Wealth Principal  Holding Group
and Banking Management Investing Functions
Investment
Banking

Profit-and-loss data

Net interest income 300.9 746.9 186.4 — (33.3) 1,206.7
Treasury income 96.2 — 13.1 29.2 3.5 133.1
Net fee and commission income 227.9 126.1 134.6 — 23.3 450.1
Equity-accounted companies — — — 255.0 — 256.7
Total income 625.0 873.0 334.1 284.2 (6.5) 2,046.6
Labour costs (134.4) (88.5) (128.1) (4.5) (84.2) (440.8)
Administrative expenses (105.4) (185.5) (140.3) (1.4) (78.0) (451.1)
Operating costs (239.8) (274.0) (268.4) (5.9) (162.2) (891.9)
Gains (losses) on AFS, HTM and L&R — — 4.5 119.8 — 124.2
Net loss provisions (34.5) (354.4) (16.9) (17.9) (14.8) (438.3)
Other profits (losses) (2.5) (5.6) (5.4) — (92.3) (104.3)
Profit before tax 348.2 239.0 47.9 380.2 (275.8) 736.3
Income tax for the period (125.4) (85.2) 9.9 (7.0) 89.6 (128.7)
Minority interest — — — — (3.1) 3.1)
Net profit 222.8 153.8 38.0 373.2 (189.3) 604.5
Cost/Income ratio (%) 38.4 31.4 80.3 2.1 n.m. 43.6
Balance-sheet data

Loans and advances to customers 15,125.1  10,995.2 6,607.5 — 24945 34,738.7
Risk-weighted assets 27,229.7 11,2484 4,356.1 6,756.3  4,271.1 53,861.6
No. of staff 579 1,401 1,432 11 752 4,036

* Includes 139 staff employed by Banca Esperia on a pro-forma basis, not included in the Group total.
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(em)

31 December 2015 Corporate  Consumer Wealth Principal  Holding Group
and Banking Management Investing Functions
Investment
Banking

Profit-and-loss data

Net interest income 156.4 362.8 94.1 — (11.5) 604.3
Treasury income 24.3 — 5.8 14.8 5.5 45.8
Net fee and commission income 125.1 59.8 63.1 — 11.2 2274
Equity-accounted companies — — — 138.4 — 138.8
Total income 305.8 422.6 163.0 153.2 5.2 1,016.3
Labour costs (66.5) 43.2) (59.9) 2.3) (37.0) (209.7)
Administrative expenses (46.7) (87.3) (68.2) 0.7) (38.6) (210.1)
Operating costs (113.2) (130.5) (128.1) 3.0) (75.6) (419.8)
Gains (losses) on AFS, HTM and L&R — — 1.1 91.5 — 92.5
Net loss provisions (24.5) (184.1) (8.4) (11.9) 8.7) (237.2)
Other profits (losses) — (5.1) — — (66.4) (71.5)
Profit before tax 168.1 102.9 27.6 229.8 (145.5) 380.3
Income tax for the period (61.8) (32.7) 3.9 0.1) 54.5 (57.2)
Minority interest — — — — 2.0 2.0
Net profit 106.3 70.2 23.7 229.7  (93.0) 321.1
Cost/Income ratio (%) 37.0 30.9 78.6 2.0 n.m. 41.3
Balance-sheet data

Loans and advances to customers 13,991.2  10,617.8 6,271.5 — 24945 33,018.9
Risk-weighted assets 29,060.2  10,273.3 4,081.6 11,2904 4,065.6  58,771.1
No. of staff 572 1,374 1,416 * 12 726 3,965

* Includes 135 staff employed by Banca Esperia on a pro-forma basis, not included in the Group total.
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Balance Sheet

The Group’s total assets rose by 5.3%, from €69.8m to €73.5bn. The main
balance-sheet items, of which Mediobanca S.p.A. contributes approx. 57%,
showed the following trends for the six months under review (comparative data

as at 30 June 2016).

Funding - this item rose from €46.7bn to €49.7bn, chiefly due to the
consolidation of the former Barclays Italy deposits (€2.9bn) and increased
recourse to ECB financing (up €1.5bn). During the six months under review
there were new bond issuances of €0.8bn, €300m of which in relation to the
subordinated Tier 2 MB Opera issue, against redemptions and buybacks
totalling €1.6bn, including €218.4m as a result of the partial buyback of
two subordinated Tier 2 issues referred to earlier, which had entered the
redemption phase. Recourse to the interbank channel showed a reduction,
partly as a result of the increase in private banking (CMB) customer deposits.

30/6/16 31/12/16 Che.
(€m) Yo (€m) Yo
Debt securities (incl. ABS) 20,310.7 44% 19,666.8 40% -3.2%
CheBanca retail funding 10,724.1 23% 13,841.8 28% 29.1%
Private Banking deposits 3,002.8 6% 3,557.1 7% 18.5%
Interbank funding (+CD/CP) 5,542.3 12% 4,055.9 8% -26.8%
LTRO 5,011.0 11% 6,511.0 13% 29.9%
Other funding 2,067.4 4% 2,032.7 4% -1.7%
Total funding 46,658.3 100%  49,665.3 100% 6.4%

Loans and advances to customers — the 8.2% increase in this item
involved chiefly the addition of the former Barclays mortgage receivables
(€2.4bn), and the growth in lending in the Consumer Banking and Specialty
Finance segments (€250m and €280m respectively, for the latter in factoring
business in particular), with Wholesale Banking lending volumes largely
stable. New loans in Consumer Banking were up 5.8% in the six months,
from €2,953.7m to €3,125.8m, while the turnover in factoring business more
than doubled, from €760.1m to €1,827.3m, with new mortgage loans flat at
€522.9m (€513.6m). The wholesale portfolio reflects new loans of €3,033.1m,
on redemptions totalling €3,112.8m, €947.1m of which were early. Net non-
performing assets remained at very low levels, and declined still further as
a percentage of the total loan book, from 2.7% to 2.5%, with the coverage
ratio edging up from 54% to 55%. The increase in non-performing mortgages
(from €148.5m to €176.5m) reflects the addition of Barclays, with its €26.9m
in overdue and unlikely-to-pay exposures. This heading does not include the
portfolios of NPLs acquired, which rose from €70.5m to €76.7m. Net bad loans
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declined to €167.8m (€184.6m), and account for just 0.45% (0.53%) of the
total loan book.

30/6/16 31/12/16 Chg.

(€m) % (€m) %
Wholesale Banking 14,254.1 41% 14,207.8 38% -0.3%
Specialty Finance 871.0 3% 1,150.0 3% 32.0%
Private Banking 10,995.2 32% 11,244.9 30% 2.3%
Consumer 5,051.3 15% 7.441.5 20% 47.3%
Retail Banking 1,072.6 3% 1,191.9 3% 11.1%
Leasing 2,494.5 6% 2,362.2 6% -5.3%
Total loans and advances to customers 34,738.7 100% 37,598.3 100% 8.2%
30/6/16 31/12/16 Chg.

(ém)  Coverage (ém)  Coverage

ratio % ratio %
Corporate 379.0 49.9% 372.0 50.2% -1.8%
Specialty 10.1 64.5% 11.3 67.5% 11.9%
Consumer 175.7 72.8% 176.3 72.7% 0.3%
Mortgage lending 148.5 49.2% 176.5 47.3% 18.9%
Private Banking 2.8 50.9% 3.7 43.8% 32.1%
Leasing 230.1 32.1% 197.3 33.8% -14.3%
Total net non performing loans 946.2 54.3% 937.1 54.7% -1.0%
— of which: bad loans 184.6 167.8 -9.1%

Equity investments — these rose from €3,193.3m to €3,441.1m, due to profits
for the period (€136.2m) and other asset changes (€113.9m). As at 31 December
2016, the Assicurazioni Generali investment (13%) was booked at a value of
€3,346.1m, as compared with a point-in-time market value of €2,562.3m
(€2,862.3m based on current prices). An amount of €2.3m was collected in
connection with the Athena Private Equity liquidation during the six months
under review, and the remaining investment (worth €2.6m) has been reclassified
as available-for-sale.

% share capital 30/6/16 31/12/16

(€m) (€m)

Assicurazioni Generali 13.0 3,091.8 3.,346.1
Banca Esperia 50.0 96.7 95.0
Burgo Group 22.13 — —
Athena Private Equity (in liquidation) 24.27 4.8 —
Total investments 3,193.3 3.,441.1

Banking book securities — these consist of the debt securities held as part
of the portfolios (AFS, HTM and unlisted securities in connection with loans
and advances to customers), and reflect a combined value of €8.3bn, 16.4%
lower than the €9.9bn reported at 30 June 2016. During the six months under

Review of operations ‘ 21



review there were redemptions amounting to €1.9bn, only in part renewed with
new purchases totalling €0.7bn, and sales totalling €0.4bn, generating gains
taken through the profit and loss account of €17.1m. The exposure to Italian
government securities fell from €5.1bn to €3.9bn as a result of non-renewals,
but remained stable as a percentage of the total at 48%.

30/6/16 31/12/16 Chg.

(Em) o (Em) Yo
AFS securities 7,725.1 78% 5,957.5 2% -22.9%
Financial assets held to maturity 1,975.4 20% 2,058.1 25% 4.2%
Unlisted debt securities (stated at cost) 189.8 2% 257.1 3% 35.5%
Total banking book securities 9,890.3 100% 8,272.7 100% -16.4%
30/6/16 31/12/16 Chg.

Book Value %  AFS reserve  Book Value Y%  AFS reserve
Italian government bonds 5,091.1 51% 89.8 3,935.5 48% 75.4 -22.7%
Foreign government bonds 1,982.7 20% 16.1 1,868.7 23% 12.5 -5.8%

Bonds issued by financial

institutions 1,656.6 17% 35.2 1,500.7 18% 33.6 -9.4%
- of which: Italian 1,021.1 10% 23.2 787.5 10% 224 -22.9%
Corporate bonds 1,159.9 12% 25.1 967.8 11% 25.4 -16.6%
Total debt securities 9,890.3 100% 166.2 8,272.7 100% 146.9 -16.4%

The valuation reserve for the portfolio declined from €166.2m to €146.9m,
as a result of the gains (€15m) and lower valuations (€34,5m). There were also
unrealized gains on the portfolio of €95.7m at the reporting date (30/6/16:
€100m).

Available-for-sale shares (AFS) — this portfolio brings together the Group’s
holdings in equities and investments in funds.

30/6/16 31/12/16 Chg.
(€m) Yo (€m) Yo
Equities 859.2 94% 649.7 93% -24.4%
Others 55.1 6% 47.9 7% -13.1%
Total AFS securities 914.3 100% 697.6 100% -23.7%

During the six months under review there were sales totalling €273.8m,
redemptions funds of €22m, and new investments worth €36.2m. Trading
generated profits of €121.6m, in addition to which there were increases
in fair value of €33.1m, in part offset by value adjustments totalling €1.7m.
In particular half the stake in Atlantia was sold, for €250m, yielding a gain of
€110.4m. A voluntary contribution was also made to the Deposit Guarantee
Scheme in connection with subseription to the Cassa di Risparmio di Cesena
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capital increase (entailing an outlay of €4.3m, adjusted as to €0.9m at the
reporting date), and investments were made in new Cairn Capital funds in a
total amount of €25.4m.

30/6/16 31/12/16

Book Value % ord. AFS reserve Book Value % ord. AFS reserve
Atlantia 500.4 2.7 198.4 249.0 1.4 98.0
Ttalmobiliare 66.5 9.5 31.9 94.1 8.8 59.5
RCS MediaGroup 26.2 6.2 6.0 27.2 6.2 7.0
Other listed shares 48.2 — 27.7 34.7 — 18.1
Other unlisted shares 217.9 — 29.1 244.7 — 31.4
Total AFS shares 859.2 293.1 649.7 214.0

Treasury assets — the difference between trading and treasury assets and
liabilities reflects a net balance of €7,846.5m, considerably higher than the
figure reported at end-June (€5,517m). The heading consists of: equities worth
€2,676.6m, over 80% of which are hedged by derivatives with clients; liquid
assets totalling €2,545.4m, €1,832.6m of which held with the European Central
Bank; and other net deposits (including repos) amounting to €2,380.4m, and
debts securities worth €812.4m.

30/6/16 31/12/16 Chg.

(Em) (€m)
Financial assets held for trading 9,505.3 10,335.7 9%
Treasury funds 8,407.9 10,236.1 22%
Financial liabilities held for trading (7,141.5) (7,413.3) 4%
Treasury funding (5.254.7) (5,337.4) 2%
Total 5,517.0 7,821.1 42%
30/6/16 31/12/16 Chg.

(Em) (€m)
Loan trading 15.2 10.9 -29%
Derivative contract valuations 371.7) (577.5) 55%
Equities 1.528.1 2,676.6 75%
Bonds securities 1,192.2 812.4 -32%
Financial instruments held for trading 2,363.8 2,922.4 24%
30/6/16 31/12/16 Chg.

(Em) (€Em)
Cash and banks 796.5 2,545.4 n.m.
Assets PCT&PT 1,147.1 1,009.1 -12%
Financial assets deposits 648.6 963.7 49%
Stock Lending 561.0 380.5 -32%
Net treasury assets 3,153.2 4,898.7 55%

Tangible and intangible assets — the rise in this item, from €757.8m to
€787.8m, chiefly reflects the value assigned to the indirect funding acquired from
Barclays (€26m); and the prices paid respectively by Compagnie Monégasque de
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Banque to acquire AUM (€5m), and by Spafid to acquire the Istituto Fiduciario
and di Revisione business unit (€0.5m). Both these deals will be subject to the
PPA process by the financial year-end.

Goodwill thus increases to €420.5m, and consists of €365.9m attributable
to Consumer Banking (the Linea acquisition in July 2008), €43.4m to Cairn
Capital (value confirmed after the PPA process and the impairment test), €5.9m
to the fiduciary administration and corporate services provided by Spafid, and
€5.3m to Compagnie Monegasque de Banque.

None of the other items showed any evidence of impairment; depreciation
and amortization charges for the period totalled €21.2m.

30/6/16 31/12/16 Chg.

(€m) Yo (€m) Yo
Land and properties 262.9 35% 265.9 34% 1.1%
- of which: core 193.4 26% 190.8 24% -1.3%
Other tangible assets 41.9 6% 39.6 5% -5.5%
Goodwill 416.7 55% 420.5 53% 0.9%
Other intangible assets 36.3 4% 61.8 8% 70.2%
Total tangible and intangible assets 757.8 100% 787.8 100% 4.0%

Provisions — these increased from €180.3m to €261.8m, with new provisions
being set aside in an amount of €83m to cover restructuring charges in connection
with the Barclays acquisition. Withdrawals of €5.3m and further transfers to
provisions totalling €3.8m were also made during the period, while the staff
severance indemnity fund remained virtually unchanged at €29.4m (€29m).

30/6/16 31/12/16 Chg.

(€m) Yo (€m) Yo
Provisions for risks and charges 151.3 84% 232.4 89% 53.6%
Staff severance indemnity provision 29.0 16% 29.4 11% 1.4%
of which: staff severance provision discount 2.4 — 2.4 — —
Total provisions 180.3 100% 261.8 100% 45.2%

Net equity — net equity rose by €218.6m, or 2.5%, as a result of the €418.2m
profit for the period, and the increase in the Assicurazioni Generali consolidation
reserves (which were up €119.6m), net of the dividend distributed (down €230m)
and the decreases in the other valuation reserves (down €126.7m). The Group’s
share capital increased from €435.5m to €436.4m, as a result of the exercise of
90,000 stock options and distribution of 1,691,054 performance shares worth a
total of €1.4m, including the share premium.
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(€m)

30/6/16 31/12/15 Chg.

Share capital 435.5 436.4 0.2%
Other reserves 6,647.6 7,034.2 5.8%
Valuation reserves 1,145.0 1,162.4 1.5%
- of which: AFS securities 382.9 295.3 -22.9%
cash flow hedge (16.4) (17.8) 8.5%

equity investments 779.2 886.8 13.8%

Profit for the period 604.5 418.2 -30.8%
Total Group net equity 8,832.6 9,051.2 2.5%

The AFS reserve involves equities as to €213.9m, and bonds and other

securities as to €150.5m (€75.4m of which Italian government securities), net of

the €69.1m tax effect.

(€m)

30/6/16 31/12/16 Chg.

Equities 293.2 213.9 -27.0%
Bonds 167.4 150.5 -10.1%
of which: Italian government bonds 89.8 754 -16.0%
Tax effect @7.7) (69.1) 11.1%
Total AFS reserve 382.9 295.3 -22.9%
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Profit and Loss Account

Net interest income — the 5.2% increase in this item, from €604.3m to
€635.6m, reflects the contributions of Consumer Banking (up 12.6%, on higher
volumes with returns on loans resilient) and Wealth Management (up 24.9%, with
€28.5m added by the Barclays portfolio). The resilience of CIB was ensured by
the growth posted by Specialty Finance, which saw net interest income rise from
€17.8m to €21.4m. The Holding Functions, meanwhile, delivered a negative
performance, due exclusively to treasury management as a result of the higher

liquid assets and to unfavourable repricing of securities expiring.
(€m)

6 mths ended 6 mths ended Chg.

31/12/15 31/12/16
Corporate & Investment Banking 156.4 153.4 -1.9%
Consumer Banking 362.8 408.4 12.6%
Wealth Management 94.1 117.5 24.9%
Holding Functions and others 9.0) (43.7) n.m.
Net interest income 604.3 635.6 5.2%

Net treasury income — net treasury income increased from €45.8m to €63.8m,
due to the higher contribution from fixed-income trading (€32.4m), with equity
trading resilient at €21.7m (€17.6m). Gains on banking book disposals of
€17.1m (net of the exchange rate effect) offset the €13.3m losses incurred in
connection with bond buybacks (of subordinated bond issues in particular).

(€m)
6 mths ended 6 mths ended Chg.

31/12/15 31/12/16
AFS dividends 14.8 6.9 -53.4%
Fixed income trading profit 13.4 35.2 n.m.
Equity trading profit 17.6 21.7 23.3%
Net trading income 45.8 63.8 39.3%

Net fee and commission income — net fee and commission income grew
from €227.4m to €236.8m, due to the addition of the Barclays business
unit (€8.3m) and Cairn (€11.7m). The 14.5% reduction in fees earned from
Corporate & Investment Banking reflects lower capital market fees of €15.4m
(€41.1m), but was offset by 12.4% growth in Consumer Banking (from €59.8m
to €67.2m), and by Wealth Management fees climbing 42.9%, from €63.1m
to €90.2m, with asset management virtually doubling its contribution (from
€12.7m to €21.4m).
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(€m)

6 mths ended 6 mths ended Chg.
31/12/15 31/12/16

Corporate & Investment Banking 125.1 107.0 -14.5%
Consumer Banking 59.8 67.2 12.4%
Wealth Management 63.1 90.2 42.9%
Holding Functions 11.2 9.1 -18.8%
Others (including intercompany) (31.8) (36.7) 15.4%
Net fee and commission income 227.4 236.8 4.1%

Equity-accounted companies — the €136.2m profit reported by the equity-
accounted companies (€138.8m) reflects the contributions of Assicurazioni Generali
(down from €138.4m to €134.7m) and Banca Esperia (up from €0.4m to €1.5m).

Operating costs — operating costs rose from €419.8m to €463.5m, €38.5m of
which attributable to the expanded area of consolidation (Cairn Capital €11.6m,
Barclays €28.7m); on a like-for-like basis the increase would have been 1.2%.
The costs related to the new entities involve both labour costs (with a combined
602 staff) and administrative expenses (property rental and maintenance, data
processing, info providers and overheads in general). All one-off charges taken
in relation to the Barclays integration (totalling €44.9m) have been booked
under non-recurring items and are included in income from the acquisition.

(€m)
6 mths ended 6 mths ended Chg.

31/12/15 31/12/16
Labour costs 209.7 231.1 10.2%
of which: directors 4.1 4.3 4.9%
stock options and performance share schemes 3.9 4.3 10.3%
Sundry operating costs and expenses 210.1 232.4 10.6%
of which: depreciations and amortizations 18.9 21.2 12.2%
administrative expenses 190.1 209.4 10.2%
Operating costs 419.8 463.5 10.4%
(€Em)
6 mths ended 6 mths ended Chg.

31/12/15 31/12/16
Legal, tax and professional services 5.7 6.1 7.0%
Other consultancy expenses 15.1 15.4 2.0%
Credit recovery activities 21.4 21.1 -1.4%
Marketing and communication 22.6 25.0 10.6%
Rent and property maintenance 18.3 22.0 20.2%
EDP 30.3 33.1 9.2%
Financial information subscriptions 15.0 16.0 6.7%
Bank services, collection and payment commissions 9.1 8.7 -4.4%
Operating expenses 24.7 34.9 41.3%
Other labour costs 10.6 10.0 -5.7%
Other costs 7.4 10.0 35.1%
Direct and indirect taxes 9.9 7.1 -28.3%
Total administrative expenses 190.1 209.4 10.2%
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Loan loss provisions — these reduced by 18.1%, from €224.4m to €183.7m,
due to a general reduction in the cost of risk which now stands at 102 bps
(30/6/16: 124 bps; 31/12/15: 136 bps). Loan loss provisions for Consumer
Banking fell from €184.1m to €159m, with a cost of risk of 286 bps (31/12/15:
351 bps; 30/6/16: 332 bps), while Wholesale Banking shows net writebacks
of €1.6m relating to contingent assets in respect of non-performing loans. The
overall coverage ratio increased from 54% to 55%: 73% for Consumer Banking,
47% for mortgage lending, 50% for Wholesale Banking, and 34% for leasing.
Conversely, the coverage ratio for performing loans rose from 1% to 1.1% (2.5%
for Consumer Banking).

(€m)
6 mths ended 6 mths ended Chg.
31/12/15 31/12/16

Corporate & Investment Banking 24.5 9.0 n.m.
Consumer Banking 184.1 159.0 -13.6%
Wealth Management 8.3 9.8 18.1%
Holding Functions 7.5 5.9 -21.3%
Loan loss provisions 224.4 183.7 -18.1%
Cost of risk (bps) 136 102 -25.0%

Provisions for other financial assets —these refer almost entirely to collective
adjustments taken in respect of bonds held as fixed assets (€5.8m).

(€m)
6 mths ended 6 mths ended Chg.

31/12/15 31/12/16
Equity investments — 0.4 n.m.
Shares 11.9 1.7 -85.7%
Bonds 0.9 5.8 n.m.
Total 12.8 7.9 -38.3%

Income tax — income tax totalled €92.9m, at an effective tax rate of 18.4%
reflecting the detaxation of dividends and capital gains under the PEX regime for
Mediobanca S.p.A., and for CheBancal, the fact that the income deriving from the
Barclays acquisition is not taxable for IRAP purposes.

Mediobanca (as consolidating entity) has adopted tax consolidation, which
includes Compass, SelmaBipiemme Leasing, MIS, CheBanca!, Creditech
and Futuro. Relations between the consolidating and consolidated entities are
governed by bilateral agreements regulating cash flows, exchanges of information
and the individual companies’ responsibilities versus the revenue authorities.
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Balance-sheet/profit-and-loss data by division

A review of the Group’s performance in its main areas of operation is

provided below, based on the new segmentation.

CORPORATE AND INVESTMENT BANKING

This division provides services to corporate customers in the following areas:

—  Wholesale Banking: client business (lending, advisory, capital markets

activities) and proprietary trading;

—  Specialty Finance: factoring and credit management (including acquisition

and management of NPL portfolios).

6 mths ended 12 miths ended 6 mths ended Chg. (%)
31/12/15 30/6/16 31/12/16
Profit-and-loss data
Net interest income 156.4 300.9 153.4 -1.9
Treasury income 24.3 96.2 54.0 n.m.
Net fee and commission income 125.1 227.9 107.0 -14.5
Total income 305.8 625.0 314.4 2.8
Labour costs (66.5) (134.4) (61.7) =72
Administrative expenses (46.7) (105.4) (50.5) 8.1
Operating costs (113.2) (239.8) (112.2) -0.9
Net loss provisions (24.5) (34.5) (12.2) -50.2
Other profits (losses) — (2.5) — n.m.
Profit before tax 168.1 348.2 190.0 13.0
Income tax for the period (61.8) (125.4) (63.8) 3.2
Net profit 106.3 222.8 126.2 18.7
Cost/Income (%) 37.0 38.4 35.7

6 mths ended

12 mths ended

6 mths ended

31/12/15 30/6/16 31/12/16
Balance-sheet data
Loans and advances to customers 13,991.2 15,125.1 15,357.8
Loans 3,621.1 8,487.5 4,860.4
No. of staff 572 579 579
Risk-weighted assets 29,060.2 27,229.7 24.,825.8
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WHOLESALE BANKING

(€m)
6 mths ended 12 mths ended 6 miths ended Chg. (%)

31/12/15 30/6/16 31/12/16

Profit-and-loss data

Net interest income 138.6 264.1 132.0 -4.8
Treasury income 24.3 96.2 53.9 n.m.
Net fee and commission income 116.0 207.9 86.8 -25.2
Total income 279.0 568.2 272.7 -2.2
Labour costs (60.3) (121.4) (54.2) -10.1
Administrative expenses (40.7) (90.1) (42.8) 52
Operating costs (101.0) (211.5) (97.0) -4.0
Net provisions (18.5) (28.5) (1.5) n.m.
Profit before tax 159.5 328.2 174.2 9.2
Income tax for the period (59.0) (121.4) (60.3) 2.2
Net profit 100.5 206.8 113.9 13.4

Cost/Income ratio (%) 36.2 37.2 35.6

6 mths ended

12 mths ended

6 mths ended

31/12/15 30/6/16 31/12/16
Balance-sheet data
Loans and advances to customers 13,209.1 14,254.1 14,207.8
New loans 2,861.0 6,576.4 3,033.1
No. of staff 374 368 363
Risk-weighted assets 28,296.6 26,305.3 23,707.4

The Wholesale Banking division reported a net profit of €113.9m for the six
months, higher than the €100.5m posted last year, largely on account of the fact

that there were basically no value adjustments. The 2.2% reduction in revenues,

from €279m to €272.7m, was mostly absorbed by a 4% reduction in operating

costs, from €101m to €97m, with the main income items performing as follows:

— Net interest income fell from €138.6m last year to €132m, as a result of the

lower contribution from loans in connection with capital market solutions

activities;

— Net fee and commission income was down 25.2%, from €116m to €86.8m,

due to the decline in equity activities which are more exposed to market

volatility; however, fees were up 30% quarter-on-quarter, and in all segments

with the sole exception of equity capital markets;

— Net trading income doubled, from €24.3m to €53.9m, split evenly between

both business segments (fixed-income and equity) and geographies (Milan

and London);
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—  Operating costs fell from €101m to €97m, due to lower amounts being set
aside in respect of variable remuneration, which, however, was in part offset
by a €1.8m increase in administrative expenses.

Financial assets (loans and receivables and held-to-maturity) reflect
writedowns of €1.5m (representing the difference between €1.6m in loan
reversals and €3.1m in securities loss provisions). As from this financial year,
loan loss provisions are calculated based on PD (probability of default) and LGD
(loss given default) parameters, used for the large performing corporate portfolio
as part of the AIRB models (Advanced Internal Ratings Based).

Loans and advances to customers were stable, with new loans up 5% to

€3bn.

30/6/16 31/12/16 Chg.
(€m) Yo (€m) %

Ttaly 7,137.8 50% 7.334.3 52% 2.8%
France 1,145.7 8% 1,075.7 8% -6.1%
Spain 934.3 7% 867.8 6% -7.1%
Germany 835.6 6% 802.1 6% -4.0%
UK. 690.8 5% 906.9 6% 31.3%
Other non resident 3,509.9 24% 3,221.0 22% -8.2%
Total loans and advances to customers 14,254.1 100% 14,207.8 100% -0.3%

The European investment banking market reflected stable M&A activity
in the six months under review. Growth in the Italian market (63%), and
also the German (16%), Spanish (11%) and UK markets (with deal value
trebling in the latter), was in contrast to the contractions recorded in
France (down 13%) and the other countries. ECM (Equity Capital Market)
business reported a downturn in all European markets, ltaly included (by
69%), whereas DCM (Debt Capital Market) saw increases in France (up
20%), Spain (up 16%) and the United Kingdom (up 33%), while remaining
stable in Germany and declining in Italy (down 9%). The EMEA debt market
posted a 13% reduction in the six months under review, which rises to 20%
on the domestic ltalian market. For leveraged finance transactions alone,
the European market reported a 60% increase, attributable to the more
favourable market conditions. This scenario allowed M&A fees to remain
basically stable at €32.4m (€34m). Some of the main transactions covered by
Mediobanca include: the Banco Popolare-BPM merger, ICBPI (acquisition
of Setefi and disposal of minority interest), Eurobank (sale of Eurolife),
Italmobiliare (sale of Italcementi), Enel (reorganization of Spanish and South
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American activities), Banca Finnat (Investire SGR), Abertis (acquisition of
A4 Holding), and Gilde Buy Out Partners (acquisition of a German jewellery
chain). Lending fees rose from €25.6m to €28.7m as a result of the higher new
loans. Conversely, equity capital market fees slowed owing to the high market
volatility levels: four deals were closed during the period, with approx. €8m
in fees collected, compared to €32m last year. DCM fees of €8m (€9m) were
earned during the period, in respect of some 25 deals. Overall net fee and
commission income fell by 25.2%, from €116m to €86.8m, and breaks down

as follows:
(€m)
6 mths ended 6 mths ended Chg.

31/12/15 31/12/16

Lending 25.6 28.7 12.1%
Advisory M&A 34.0 324 -4.7%
Capital Market 41.1 15.4 -62.5%
Market, sales and other gains 15.3 10.3 -32.7%
Net fee and commission income 116.0 86.8 -25.2%
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SPECIALTY FINANCE

(€m)
6 mths ended 12 mths ended 6 mths ended Chg. (%)

31/12/15 30/6/16 31/12/16

Profit-and-loss data

Net interest income 17.8 36.8 21.4 20.2
Treasury income — — 0.1 n.m.
Net fee and commission income 9.1 20.0 20.2 n.m.
Total income 26.9 56.8 41.7 55.0
Labour costs 6.2) (13.0) (7.5) 21.0
Administrative expenses (6.0) (15.3) (7.7) 28.3
Operating costs (12.2) (28.3) (15.2) 24.6
Net provisions 6.0) 6.0 (10.7) 78.3
Other profits (losses) — (2.5) — n.m.
Profit before tax 8.7 20.0 15.8 81.6
Income tax for the period (2.8) (4.0) (3.5) 25.0
Net profit 5.9 16.0 12.3 n.m.

Cost/Income ratio (%) 454 49.8 36.5

6 mths ended 12 mths ended 6 mths ended

31/12/15 30/6/16 31/12/16

Balance-sheet data

Loans and advances to customers 782.1 871.0 1,150.0

New loans 760.1 1911.1 1,827.3

No. of staff 198 211 216

Risk-weighted assets 763.6 924.4 1,118.4

Specialty finance delivered a strong increase in profits for the six months,
from €5.9m to €12.3m. Higher volumes in factoring and NPL. management drove
a 55% increase in revenues, from €26.9m to €41.7m, in both the main income
items: net interest income climbed 20.2%, while net fees and commissions

increased from €9.1m to €20.2m.

Operating costs were up 24.6%, from €12.2m to €15.2m, due to consolidation
of the division and an increase in collection costs pro rata with the growth in
volumes. Loan loss provisions rose from €6m to €10.7m, and include €1.4m in
additional adjustments to performing items in line with the new model parameters.

Growth of 32% in loans and advances to customers, from €871m to
€1,150m, is attributable to ordinary factoring business (up from €493.8m to
€764.7m). Non-performing loans were acquired on a non-recourse basis during
the six months for a total of €9.3m (against a nominal value of €158.6m). At the
reporting-date net impaired assets totalled €88m, up 9% on the figure posted at
30 June 2016, €76.7m of which in NPL portfolios.
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CONSUMER BANKING *

This division provides retail clients with the full range of consumer credit
products, ranging from personal loans to salary-backed finance (Compass and
Futuro), plus also Compass Re:

(€m)
6 mths ended 12 mths ended 6 mths ended Chg. (%)

31/12/15 30/6/16 31/12/16

Profit-and-loss data

Net interest income 362.8 746.9 408.4 12.6
Net fee and commission income 59.8 126.1 67.2 12.4
Total income 422.6 873.0 475.6 12.5
Labour costs 43.2) (88.5) (45.5) 5.3
Administrative expenses (87.3) (185.5) (91.3) 4.6
Operating costs (130.5) (274.0) (136.8) 4.8
Loan loss provisions (184.1) (354.4) (159.0) -13.6
Other profits (losses) (5.1) (5.6) — n.m.
Profit before tax 102.9 239.0 179.8 74.7
Income tax for the period (32.7) (85.2) (57.1) 74.6
Net profit 70.2 153.8 122.7 74.8

Cost/Income ratio (%) 30.9 31.4 28.8

6 mths ended 12 mths ended 6 mths ended

31/12/15 30/6/16 31/12/16

Balance-sheet data

Loans and advances to customers 10,617.8 10,995.2 11,244.9

New loans 2,953.7 6,197.8 3,125.8

No. of branches 164 164 164

No. of staff 1,374 1,401 1,402

Risk-weighted assets 10,273.3 11,248.4 11,387.0

* As from the present financial year, Creditech no longer forms part of Consumer Banking as it has been included in the CIB division as part of
Speciality Finance (factoring and credit management).

This division reported a net profit of €122.7m for the six months, up sharply on
the €70.2m reported last year, on 12.5% growth in revenues and a 13.6% reduction
in loan loss provisions. Revenues were up from €422.6m to €475.6m, driven by net
interest income of €408.4m (€362.8m), boosted by the higher volumes with resilient
margins, and by the recovery in fee income (up 12.4%). The 4.8% increase in
costs reflects the new recruitment (labour costs were up 5.3%) and higher volumes
(administrative expenses rose by 4.6%). Loan loss provisions declined from
€184.1m to €159m, with the cost of risk falling from 351 bps to 286 bps, and the
coverage ratio for non-performing loans stable at 73% (while the ratio for performing
items rose from 2% to 2.5%). Growth in loans and advances to customers continued
during the period to reach €11,244.9m (€10,995.2m), with new loans for the six
months of €3,125.8m (up 5.8%, from €2,953.7m) concentrated in personal loans
and credit cards. Non-performing loans remain stable at historically lows levels,
coming in at €176.3m (1.6% of loans).
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WEALTH MANAGEMENT (RETAIL & PRIVATE BANKING)

The new Wealth Management (WM) division brings together the asset
management services provided to the various categories of client:

(€m)
6 mths ended 12 mths ended 6 mths ended Chg. (%)
31/12/15 30/6/16 31/12/16
Profit-and-loss data
Net interest income 94.1 186.4 117.5 24.9
Treasury income 5.8 13.1 6.6 13.8
Net fee and commission income 63.1 134.6 90.2 42.9
Total income 163.0 334.1 214.3 31.5
Labour costs (59.9) (128.1) (83.0) 38.6
Administrative expenses (68.2) (140.3) (87.7) 28.6
Operating costs (128.1) (268.4) (170.7) 33.3
Gains (losses) on AFS, HTM and L&R 1.1 4.5 3.1 n.m.
Net loss provisions (8.4) (16.9) (10.9) 29.8
Other profits (losses) — (5.4) 27.3 n.m.
Profit before tax 27.6 47.9 63.1 n.m.
Tncome tax for the period (3.9) 9.9) (14.3) n.m.
Net profit 23.7 38.0 48.8 n.m.
Cost/Income ratio (%) 78.6 80.3 79.7
6 mths ended 12 mths ended 6 mths ended
31/12/15 30/6/16 31/12/16
Balance-sheet data
Loans and advances to customers 6,271.5 6,607.5 9,104.9
Loans 513.6 1,074.1 532.6
No. of staff 1416 1,432 1,951
Risk-weighted assets 4,081.6 4,356.1 5,432.8
6 mths ended 12 mths ended 6 mths ended
31/12/15 30/6/16 31/12/16
AUM/AUA 17,081.1 17,403.2 21,326.9
AUC 16,263.3 10,688.9 11,371.1
Direct fundng 13,315.5 14,117.1 17,888.2
Total Asseis under management,
advice and custody 46,659.9 42,209.2 50,586.2
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CHEBANCA!

(€m)
6 mths ended 12 mths ended 6 mths ended Chg. (%)

31/12/15 30/6/16 31/12/16

Profit-and-loss data

Net interest income 75.7 149.0 100.0 32.1
Treasury income — — 0.2 n.m.
Net fee and commission income 20.5 43.4 31.5 53.7
Total income 96.2 192.4 131.7 36.9
Labour costs (32.1) (64.9) (47.6) 48.3
Administrative expenses (47.6) (97.4) (63.3) 33.0
Operating costs (79.7) (162.3) (110.9) 39.1
Net provisions (8.0) (16.6) (10.4) 30.0
Other profits (losses) — — 29.5 n.m.
Profit before tax 8.5 13.5 39.9 n.m.
Income tax for the period 2.7) (5.0) (10.8) n.m.
Net profit 5.8 8.5 29.1 n.m.

Cost/Income ratio (%) 32.8 84.4 84.2

6 mths ended 12 mths ended 6 mths ended

31/12/15 30/6/16 31/12/16

Balance-sheet data

Loans and advances to customers 4,812.5 5,051.3 7.441.5

New loans 513.6 1.074.1 532.6

Direct funding 10,402.2 10,724.1 13,841.8

AUM/AUA 3,604.0 3,937.8 6,934.2

No. of branches 57 58 143

No. of staff 971 981 1.484

Risk-weighted assets 2,427.4 2,512.3 3,503.0

CheBanca! delivered a net profit of €29.1m (€5.8m), the sharp increase
compared to last year being due to the acquisition of Barclays’ Italian operations.
Revenues climbed 36.9%, from €96.2m to €131.7m, with the new business
unit contributing €36.8m. Operating costs rose by 39.1%, €28.7m of which
was attributable to Barclays, with labour costs in particular up 48.3% (from
€32.1m to €47.6m), reflecting the addition of 564 staff. Loan loss provisions
were virtually stable at €9.5m (€8m). During the six months the contribution
to the Deposit Guarantee Scheme in favour of Cassa di Risparmio di Cesena
was written down by €0.9m. The net profit also includes the €22.4m in non-
recurring income in connection with the Barclays acquisition. Retail funding
increased in the six months, from €10,724.1m to €13,841.8m, and indirect
funding from €3,937.8m to €6,934.2m; both items benefitted from the Barclays
transaction, which added €2,925.7m and €2,848.8m respectively. Equally,
loans and advances to customers also increased, from €5,051.3m to €7,441.5m
(the 22,885 mortgages acquired from Barclays contributing €2,459.6m). Non-
performing loans rose from €148.5m to €176.5m, almost entirely as a result of
the Barclays acquisitions (which added €27.1m in overdue or likely-to-default
positions). New loans for the six months totalled €532.6m (€513.6m).
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PRIVATE BANKING

This division comprises Compagnie Monégasque de Banque, Banca Esperia
(still consolidated pro rata at 50%), Spafid and Cairn Capital (Alternative AM).

(€m)
6 mths ended 12 mths ended 6 mths ended Chg. (%)

31/12/15 30/6/16 31/12/16

Profit-and-loss data

Net interest income 18.4 374 17.5 -4.9
Treasury income 5.8 13.1 6.4 10.3
Net fee and commission income 42.6 91.2 58.7 37.8
Total income 66.8 141.7 82.6 23.7
Labour costs (27.8) (63.2) (35.4) 27.3
Administrative expenses (20.6) (42.9) (24.4) 18.4
Operating costs (48.4) (106.1) (59.8) 23.6
Gains (losses) on AFS, HTM and L&R 1.1 4.5 3.1 n.m.
Net provisions 0.4) 0.3) 0.5) 25.0
Other profits (losses) — (5.4) (2.2) n.m.
Profit before tax 19.1 34.4 23.2 21.5
Income tax for the period (1.2) 4.9) (3.5) n.m.
Net profit 17.9 29.5 19.7 10.1

Cost/Income ratio (%) 72.5 74.9 72.4

6 mths ended 12 mths ended 6 mths ended

31/12/15 30/6/16 31/12/16

Balance-sheet data

Loans and advances to customers 1.459.0 1,556.2 1,663.4

Direct funding 2,913.5 3,393.1 4,046.2

AUM/AUA 13,477.1 13,465.2 14,392.7

AUC 16,263.3 10,688.9 11,371.1

No. of staff 445 451 467

Risk-weighted assets 1,654.2 1,843.8 1,929.8

Private banking delivered a net profit of €19.7m for the six months, higher
than the €17.9m posted last year, due to the consolidation of Cairn Capital,
which delivered a small profit of €0.5m for the period, on revenues of €12.1m
and costs totalling €11.6m. Revenues increased, from €66.8m to €82.6m,
reflecting higher fee income (up from €42.6m to €58.7m, or €47m net of Cairn)
which offset the reduction in net interest income from €18.4m to €17.5m (linked
to decreasing returns on assets). Operating costs were up 23.6% as a result of
consolidating Cairn, from €48.4m to €59.8m (€48m on a like-for-like basis).

CMB made a net profit of €17.3m, after gains on the AFS portfolio totalling
€2.7m and tax of €2m. Banca Esperia delivered a pro rata net profit of €1.4m,
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which reflects non-recurring end-of-year provisions totalling €1.2m; while Cairn
Capital and Spafid together posted a combined net profit of €1m.

Assets under management/administration at end-December 2016 were up
from €13.4bn to €14.4bn, split between CMB with €6bn (€5.3bn), Banca Esperia
with €6.4bn (€6bn) and Cairn with €2bn. AUA rose from €10.7bn to €11.4bn,
due to growth by Spafid (AUA up from €3bn to €4bn) and Banca Esperia (from
€1.6bn to €1.8bn), which offset the reduction in assets administered by Cairn
under long-term advice (from €5.9bn to €5.3m).
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PRINCIPAL INVESTING

The Principal Investing (PI) division administers the Group’s portfolio of
equity investments and holdings, including the stake in Assicurazioni Generali.

(€m)
6 mths ended 12 mths ended 6 mths ended Chg. (%)

31/12/15 30/6/16 31/12/16

Profit-and-loss data

Other incomes 14.8 29.2 3.2 -78.4
Equity-accounted companies 138.4 255.0 134.7 -2.7
Total income 153.2 284.2 137.9 -10.0
Labour costs (2.3) 4.5) (1.6) -30.4
Administrative expenses 0.7) (1.4) 0.3) -57.1
Operating costs (3.0) (5.9) (1.9) -36.7
Gain (losses) on disposal of AFS shares 91.5 119.8 118.9 29.9
Net loss provisions (11.9) (17.9) 0.9 n.m.
Profit before tax 229.8 380.2 254.0 10.5
Income tax for the period 0.1) (7.0) (12.0) n.m.
Net profit 229.7 373.2 242.0 5.4

6 mths ended 12 mths ended 6 mths ended

31/12/15 30/6/16 31/12/16

Balance-sheet data

Banking book and AFS securities 869.0 851.9 640.4

Equity investments 3,017.2 3.,096.6 3,346.1

Risk-weighted assets 11,290.4. 6,756.3 7,243.0

This division delivered a net profit of €242m (€229.7m), including the gains
on the Atlantia disposal (€110.4m in 1Q) and on sales of other AFS shares

(€8.5m), with the contribution from Assicurazioni Generali largely unchanged

at €134.7m (€138.4).

The book value of the Assicurazioni Generali investment was increased from
€3,091.8m to €3,346.1m, as a result of the profit for the period (€134.7m) and
adjustments to capital (€119.6m) mostly attributable to the valuation reserves
(calculated based on the values recorded at 30 September 2016).

The AFS shares declined from €851.9m to €640.4m, following sales of
€273.8m, fund redemptions of €9.8m, and other net investments totalling €31.9m
(for the most part in connection with seed capital activity for the Cairn funds).
The forward sales of Atlantia shares (for delivery in 3Q 2017) continued during

the six months, with €6.1m worth of securities (roughly half the stock owned)
sold.
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HOLDING FUNCTIONS (LEASING & TREASURY AND OTHER FUNCTIONS)

The centralized Holding Functions division houses the Group’s the leasing
operations, and also its Treasury and ALM activities previously included in
the CIB division, with the objective of optimizing management of the funding
and liquidity process at consolidated level; it also includes all costs relating to
Group staffing and management functions, most of which were also previously

allocated to CIB.

(€m)
6 mths ended 12 miths ended 6 mths ended Chg. (%)

31/12/15 30/6/16 31/12/16

Profit-and-loss data

Net interest income (11.5) (33.3) 47.1) n.m.
Treasury income 5.5 3.5 0.3) n.m.
Net fee and commission income 11.2 23.3 9.1 -18.8
Total income 5.2 (6.5) (38.3) n.m.
Operating costs (75.6) (162.2) (70.5) -6.7
Net loss provisions 8.7) (14.8) 9.3) 6.9
Other profits (losses) (66.4) (92.3) (56.3) -15.2
Profit before tax (145.5) (275.8) (174.4) 19.9
Income tax for the period 54.5 89.6 53.5 -1.8
Minority interest (2.0) 3.1) (1.7) -15.0
Net profit (93.0) (189.3) (122.6) 31.8

6 mths ended 12 mths ended 6 mths ended

31/12/15 30/6/16 31/12/16

Balance-sheet data

Loans and advances to customers 2,646.2 2,494.5 2,362.7

Banking book securities 6,987 8,313 6,932

No. of staff 726 752 769

Risk-weighted assets 4,065.6 4,271.3 4,902.9

The Holding Functions division reported a loss of 122.6m, compared
with 93m last year, due to higher treasury management expenses (repricing of
securities held and more short-term liquidity) only in part offset by the reduction
in operating costs (which fell from 75.6m to 70.5m) and extraordinary charges
(from 66.4m to 56.3m). The latter refer, once again, to the contributions made
the Bank Resolution Fund and Deposit Guarantee Scheme referred to above.
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The division comprises:

Group Treasury (centralized management) and ALM, which delivered a
loss of €59.5m, as a result of higher liquidity (invested at negative interest
rates) deriving from the business divisions’ financing requirements proving
to be lower than was estimated, generating negative total revenue of minus
€71m (€33.8m). Overall the treasury managed funding of €41.7bn (€39bn),
€30.8bn (€25.7bn) of which was distributed to the various divisions, €6.9bn
(€8.3bn) of which invested in banking book securities, and €3.9bn (€2.2bn)

of which in net treasury assets;

Leasing, which delivered a €2.6m net profit for the six months, virtually
unchanged from last year (€3m) despite a 14.3% reduction in revenues
(from €28.6m to €24.5m) on falling volumes, offset in large part by a 19.6%
reduction in operating costs (from €13.8m to €11.1m). Accounts outstanding
at the reporting-date reduced from €2,494.5m to €2,362.7m, on new loans
for the quarter of €213m (€201 m); non-performing assets fell from €230.1m
to €197.4m, with the coverage ratio increasing from 32% to 34%.
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Review of group company performances

MEDIOBANCA

RESTATED PROFIT AND LOSS ACCOUNT *

(€m)

Profit-and-loss data 6 mths ended 12 mths ended 6 mths ended Chg. (%)
31/12/15 30/6/16 31/12/16

Net interest income 84.7 147.2 40.1 -52.7
Treasury income 35.3 127.9 61.3 3.7
Net fee and commission income 122.1 221.4 89.2 -26.9
Dividends on investments — 146.0 — —
Total income 242.1 642.5 190.6 -21.3
Labour costs (90.6) (192.5) (87.6) -3.3
Administrative expenses (67.9) (144.8) (66.3) -2.4
Operating costs (158.5) (337.3) (153.9) -2.9
Gains (losses) on AFS, HTM and L&R 91.5 141.4 118.9 29.9
Loan loss provisions (18.2) (29.5) 2.0 n.m.
Provisions for financial assets (12.8) (19.3) (6.6) -48.4
Impairment on investments — (2.5) 0.6) —
Other profits (losses) (63.7) (81.8) (42.6) -33.1
Profit before tax 80.4 313.5 107.8 34.1
Income tax for the period (8.0) (25.5) (11.5) 43.8
Net profit 72.4 288.0 96.3 33.0

* The financial statements are also reported in accordance with the recommendations made by the Bank of Italy in the annex hereto, along with

further details on how the various items have been restated.
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RESTATED BALANCE SHEET *

(€m)
Balance-sheet data 6 mths ended 12 mths ended 6 mths ended
31/12/15 30/6/16 31/12/16
Assets
Financial assets held for trading 12,122.5 8,535.2 9,489.3
Treasury funds 9,714.7 8,444.4 10,934.3
AFS securities 321.0 851.9 640.4
Banking book securities 10,902.4. 11,735.1 10,434.6
Loans and advances to customers 21,638.5 23,238.8 25,716.5
Equity investments 3,191.9 2,687.7 2,786.5
Tangible and intangible assets 130.8 132.0 132.0
Other assets 1.174.1 1.382.3 986.3
Total assets 59,195.9 57,007.4 61,119.9
Liabilities and net equity
Funding 35,938.9 37,468.2 41,608.9
Treasury funding 8,451.5 5,606.8 5,753.6
Financial liabilities held for trading 8,441.4 7,043.0 7,299.4
Other liabilities 1,187.9 1,414.3 1,205.4
Provisions 147.3 139.9 136.8
Net equity 4,956.5 4,987.2 4,959.5
Profit (loss) for the period 72.4 288.0 96.3
Total liabilities and net equity 59,195.9 57,007.4 61,119.9

A net profit of €96.3m was earned in the six months, higher than the €72.4m
recorded last year, due to higher gains generated on disposals of investments
of €118.9m (€91.5m), and lower one-off contributions to the Bank Resolution
Fund of €42.6m (€63.7m).

Revenues declined by 21.3%, from €242.1m to €190.6m, with the various
items performing as follows:

— Net interest income halved from €84.7m to €40.1m, as a result of repricing
of securities and loans in a negative interest rate market scenario;

— Nettreasury income increased from €35.3m to €61.3m, due to the contribution
from fixed-income trading of €29.1m, and an improved performance from
equity trading of €21.7m (€17.6m). The gains realized on sales from the
banking book, which totalled €17.1m (net of the exchange rate effect) more
than covered the €13.3m losses incurred in connection with the buyback of
two subordinated Mediobanca issues in particular;

* The financial statements are also reported in accordance with the recommendations made by the Bank of Italy in the annex hereto, along with
further details on how the various items have been restated.
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Net fee and commission income decreased from €122.1m to €89.2m, due to
lower capital market volumes.

Operating costs were down 2.9%, from €158.5m to €153.9m, reflecting a

€3m reduction in labour costs and a €1.6m reduction in administrative expenses.

The loan book reflects €2m in writebacks, compared with the €18.2m

charges taken last year, due to a widespread improvement in the risk profile

and to amounts collected in respect of certain non-performing accounts. The

coverage ratio for non-performing items was stable at 46%.

Management of the AFS shares portfolio generated net gains of €118.9m

(€91.5m), €110.4m of which in respect of Atlantia and €0,9m (€11.9m) by way
of adjustments.

With regard to the main balance-sheet items:

Funding rose from €37.5bn to €41.7bn, due to the more substantial
contribution from CheBanca! (up from €8.6bn to €11.4bn) and to increased
use of the ECB funding programme (€1.5bn more than last year). New debt
issuance of €0.8bn was made in the six months, €300m of which in respect of
the MB Opera subordinated Tier 2 issue, against redemptions and buybacks
totalling €1bn, including the partial buyback of the two subordinated Tier 2
issues referred to earlier (€218.4m);

Loans and advances to customers rose by 18.8%, from €23.2bn to €25.7bn,
in particular accounts with Group companies, with customer loans remaining
stable; non-performing assets declined from €377.8m to €371.6m;

Equity investments and AFS shares fell from €3,539.6m to €3,426.9m,
on disposals in the AFS segment totalling €288.5m, the CheBanca! rights
issue, subscribed to in an amount of €100m, plus a €30.6m increase in fair
value. Based on the stock market price recorded on 30 December 2016,
the Assicurazioni Generali investment reflects an unrealized gain of €1.8bn
(€1.9bn based on current prices);

Banking book securities fell from €11,735.1m to €10,434.6m, and regard
the AFS segment as to €5,284.7m;

The difference between trading and treasury assets and liabilities reflects a
net balance of €7,370.6m, considerably higher than the figure reported at
end-June (€4,269.8m). The heading consists of: equities worth €2,503.6m,
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over 80% of which are hedged by derivatives with clients; liquid assets
totalling €1,889.9m, €1,832.6m of which held with the European Central
Bank; and other net deposits (including repos) amounting to €2,861.9m, and
debts securities worth €115.2m;

The Bank’s net equity fell from €5,275.2m to €5,055.8m, despite the €96.3m

profit for the period, as a result of the reduction in the AFS reserves (from
€368.3m to €286.7m) and the dividend distributed (€230.9m). Share capital
increased from €435.5m to €436.4m, following the exercise of 90,000 stock
options and the issuance of 1,691,054 performance shares worth a total of

€1.4m, including the share premium.

k sk ook

The financial highlights for the other Group companies in the six months

under review are shown below, divided by business area:

Compa_ny Percentage Business Total Loans and Total net No.

shareholding Line assets advances to  equity!  of staff

customers
Wholesale Banking /

Mediobanca International 100% Holding Functions  6,019.1 3,888.9 307.8 11
MB Facta 100% Specialty Finance 3.0 — 3.0 —
Creditech 100% Specialty Finance 1,222.3 1,150.0 98.4 218
CheBanca! 100% Affluent & Premier 19,896.6 7.441.5 327.6 1,489
Mediobanca Covered Bond 90% Affluent & Premier 0.4 — 0.1 —
Compagnie Monégasque de Banque 100% Private Banking  4,342.0 1,191.9 713.0 211
Banca Esperia 50% Private Banking  1,915.6 943.0 183.3 148
Spafid 100% Private Banking 54.9 — 42.8 49
Spafid Connect * 100% Private Banking 7.3 — 3.8 9
Spafid Family Office SIM 100% Private Banking 0.9 — 1.0 —
Cairn Capital Group Limited
(data in GBP/1000) * 100% Private Banking 12.5 — 7.7 56
Compass Banca 100% Consumer Banking 11,151.6 9,718.1 1,371.4 1,335
Futuro 100% Consumer Banking 1,599.3 1,526.8 85.2 75
Quarzo 90% Consumer Banking 0.2 — — —
Quarzo CQS 90% Consumer Banking 0.2 — — —
Compass RE 100% Consumer Banking ~ 274.2 — 72.8 1
Mediobanca Securities (data in USD/1000) 100%  Wholesale Banking 7.1 — 4.0 4
Mediobanca International Immobiliere 100% Holding Functions 2.0 — 1.7 —
Mediobanca Turkey (data in TRY/1000) 100%  Wholesale Banking 2.7 — 5.3 7
Mediobanca Mexico (in liquidation)
(data in MXN/1000) 100% Holding Functions 3.5 — 3.5 —
Quarzo MB 90%  Wholesale Banking — — — —
Mediobanca Funding Luxembourg 100%  Wholesale Banking — — — —
SelmaBipiemme Leasing 60% Holding Functions  2,585.8 2,362.7 2251 143
Quarzo Lease 90% Holding Functions — — — —
Prominvestment (in liquidation) 100% Holding Functions 5.4 — (1.8 6
Mediobanca Innovation Services 100% Holding Functions 73.0 — 37.6 192
Ricerche e Studi 100% Holding Functions 0.8 — 0.1 14

* Taking into account the put and call option, see Part A1 — Section 3 — Area and methods of consolidation, p. 76.

! Does not include profit for the period.
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Company Percentage Business Total Loans and Total net No.

shareholding Line income advances to equity of staff

customers
Wholesale Banking /

Mediobanca International 100%  Holding Functions 20.1 (3.6) 0.4) 11.4
MB Facta 100% Specialty Finance —_ —_ —_ —_
Creditech 100% Specialty Finance 34.0 (15.2) (3.1) 12.3
CheBanca! 100%  Affluent & Premier 131.7 (155.7) 9.5) 25.7
Mediobanca Covered Bond 90%  Affluent & Premier — — — —
Compagnie Monégasque de Banque 100% Private Banking 41.4 (24.0) — 18.0
Banca Esperia 50% Private Banking 472 (37.0) 0.7) 3.0
Spafid 100% Private Banking 4.5 (3.9) — 0.5
Spafid Connect * 100% Private Banking 1.0 0.9 — 0.1
Spafid Family Office SIM 100% Private Banking — 0.1) — 0.1)
Cairn Capital Group Limited
(data in GBP/1000) * 100% Private Banking 12.1 (10.5) — 1.2
Compass Banca 100%  Consumer Banking 429.2 (128.0) (156.9) 93.5
Futuro 100%  Consumer Banking 26.9 (8.6) 22) 10.9
Quarzo 90%  Consumer Banking 0.1 0.1) — —
Quarzo CQS 90%  Consumer Banking — — — —
Compass RE 100%  Consumer Banking 19.6 0.4) — 13.5
Mediobanca Securities
(data in USD/1000) 100%  Wholesale Banking 1. (1.2) — —
Mediobanca International Immobiliere 100%  Holding Functions 0.1 0.1) — —
Mediobanca Turkey (data in TRY/1000) 100%  Wholesale Banking (1.0) — (1.0)
Mediobanca Mexico (in liquidation)
(data in MXN/1000) 100%  Holding Functions — — — —
Quarzo MB 90%  Wholesale Banking — — — —
Mediobanca Funding Luxembourg 100%  Wholesale Banking — — —
SelmaBipiemme Leasing 60%  Holding Functions 24.5 (11.8) 6.3) 4.3
Quarzo Lease 90%  Holding Functions — — — —
Prominvestment (in liquidation) 100%  Holding Functions 0.2 (0.6) —  (0.3)
Mediobanca Innovation Services 100%  Holding Functions 32.0 (30.7) — 1.1
Ricerche e Studi 100%  Holding Functions 1.0 (1.0) — —

* Taking into account the put and call option, see Part A1 — Section 3 — Area and methods of consolidation, p. 76.
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Other information

Related party disclosure

Financial accounts outstanding as at 31 December 2016 between companies
forming part of the Mediobanca Group and related parties, and transactions
undertaken between such parties during the financial year, are illustrated in Part
H of the notes to the accounts, along with all the information required in terms
of transparency pursuant to Consob resolution 17221 issued on 12 March 2010.

All such accounts form part of Group companies’ ordinary operations, are
maintained on an arm’s length basis, and are entered into solely in the interests
of the companies concerned. No atypical or irregular transactions have been
entered into with such counterparties.

Article 36 of Consob’s market regulations

With reference to Article 36 of Consob resolution 16191/07 (Market
Regulations) on the subject of prerequisites for listing in respect of parent
companies incorporated or regulated by the laws of KU member states and
relevant to the preparation of the consolidated accounts, Compagnie Monégasque
de Banque is the only Group company covered by this regulatory provision, and
adequate procedures have been adopted to ensure full compliance with it.

Principal risks facing the Group

In addition to the customary information on financial risks (credit, market,
liquidity and operational risks), the notes to the accounts contain an indication of
the other risks to which the Group is exposed in the course of its business, as they
emerged from the [CAAP process now required by the regulations in force.

In particular, this involves concentration risk in the Group’s corporate finance
activities towards the leading Italian industrial groups, its presence in consumer
banking and Affluent & Premier businesses on the domestic market, and its
exposure to market volatility in respect of its securities portfolio in the Wholesale
Banking, Principal Investing and Holding Functions divisions.

Review of operations | 47



Section 12 of the Liabilities in the Notes to the Accounts also contains
information on the most relevant litigation involving the Mediobanca Group still
pending and the principal disputes outstanding with the Italian revenue authorities.

Research

R&S has continued its analysis of companies and capital markets as in
the past. The company produced the forty-first edition of its Annual Directory,
which includes analysis of leading Italian listed companies, and published
the profiles of around eighty other industrial and financial groups online. The
twenty-first edition of R&S’s survey of the world’s leading industrial and service
multinationals has been published, as has the fourteenth edition of its survey of
the leading international banks, and the sixth edition of its review of industrial
companies in southern Italy on behalf of the Fondazione Ugo La Malfa.

Credit rating

The long-term rating assigned by Standard & Poor’s to Mediobanca is BBB-
with stable outlook, while the short-term rating is A-3 (both aligned with the
Italy sovereign risk). The rating assigned by Fitch to Mediobanca is BBB+ with
negative outlook (short-term rating F2).

Outlook

The outlook for the next six months to be dependent on: an economic scenario
featuring interest rates at all-time lows, which will affect the performance
in net interest income (increasing in Consumer Banking and for CheBancal,
but continuing to be weak in investment banking and treasury operations);
the customary volatility in trading results; and fee income which is expected
to be flat. Operating costs may rise, in particular with respect to the variable
remuneration component of labour costs on the basis of performances delivered,
while the cost of risk should remain in line with the positive results seen in the
first six months. No further significant profits are expected to derive from the
sale of AFS equities.
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Reconciliation of shareholders’ equity and net profit

(€ 000)
Shareholders’ Net profit
equity (loss)
Balance at 31/12 as per Mediobanca S.p.A. accounts 4,959,499 96,310
Net surplus over book value for consolidated companies 14,822 189,324
Differences on exchange rates originating from conversion of accounts made up
in currencies other than the Euro (4.,843) —
Other adjustments and restatements on consolidation, including the effects
of accounting for companies on an equity basis 3,603,489 132,605
Dividends received during the period — —
TOTAL 8,632,967 418,239

Milan, 8 February 2017

THE BOARD OF DIRECTORS
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DECLARATION BY HEAD
OF COMPANY FINANCIAL REPORTING



Declaration in respect of interim financial statements as required
by Article 81-ter of Consob resolution no. 11971
issued on 14 May 1999 as amended

1. The undersigned Alberto Nagel and Massimo Bertolini, in their respective
capacities as Chief Executive Officer and Head of Financial Reporting of
Mediobanca, hereby declare, and in view inter alia of the provisions contained
in Article 154-bis, paragraphs 3 and 4, of Italian Legislative Decree 58/98, that
the administrative and accounting procedures used in the preparation of the
interim financial statements:

— were adequate in view of the company’s characteristics; and that
— were effectively applied during the six months ended 31 December 2016.

2. Assessment of the adequacy of said administrative and accounting procedures
for the financial statements for the six months ended 31 December 2016 was
based on a model defined by Mediobanca in accordance with benchmark
standards for internal control systems generally accepted at international level

(i.e. the CoSO and CobiT frameworks).
3. ltis further hereby declared that:
3.1 the consolidated interim review:

— has been drawn up in accordance with the international accounting
standards recognized in the European Community adopted pursuant
to CE regulation no. 1606/02 issued by the European Council and
Parliament on 19 July 2002;

— corresponds to the data recorded in the company’s books and account
ledgers;

— s such as to provide a truthful and accurate representation of the capital,
earnings and financial situation of the issuer and the group of companies
included within its area of consolidation.

3.2 the interim review of operations contains reliable analysis of the most
important events to take place in the first six months of the financial year and
their impact on the interim financial statements, along with a description of
the main risks and uncertainties for the remaining six months. The interim
review of operations also contains reliable analysis of information on major
transactions involving related parties.

Milan, 8 February 2017

Chief Executive Officer Head of
Company Financial Reporting
Alberto Nagel Massimo Bertolini
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REVIEW REPORT ON CONSOLIDATED CONDENSED INTERIM FINANCIAL
STATEMENTS

To the shareholders of
Mediobanca SpA

Foreword

We have reviewed the accompanying consolidated condensed interim financial statements of
Mediobanca SpA and its subsidiaries (the Group Mediobanca) as of 31 December 2016, comprising the
consolidated balance sheet, the consolidated profit and loss account, the consolidated comprehensive
profit and loss account, the statement of changes to consolidated net equity, the consolidated cashflow
statement and related notes to the accounts. The directors of Mediobanca SpA are responsible for the
preparation of the consolidated condensed interim financial statements in accordance with
International Accounting Standard 34 applicable to interim financial reporting (IAS 34) as adopted by
the European Union. Our responsibility is to express a conclusion on these consolidated condensed
interim financial statements based on our review.

Scope of review

We conducted our work in accordance with the criteria for a review recommended by Consob in
Resolution No. 10867 of 31 July 1997. A review of consolidated condensed interim financial statements
consists of making enquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is substantially less in scope than a full-
scope audit conducted in accordance with International Standards on Auditing (ISA Italia) and,
consequently, does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion on the
consolidated condensed interim financial statements.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying consolidated condensed interim financial statements of the Group Mediobanca as of 31
December 2016 are not prepared, in all material respects, in accordance with International Accounting
Standard 34 applicable to interim financial reporting (IAS 34) as adopted by the European Union.
Milan, 9 February 2017

PricewaterhouseCoopers SpA

Marco Palumbo
(Partner)

This report has been translated into English from the Italian original solely for the convenience of
international readers.

Pri terh Coopers SpA

Sede legale e amministrativa: Milano 20149 Via Monte Rosa 91 Tel. 0277851 Fax 027785240 Cap. Soc. Euro 6.890.000,00i.v., C.F.ePIVAe
Reg. Imp. Milano 12979880155 Iscritta al n°® 119644 del Registro dei Revisori Legali - Altri Uffici: Ancona 60131 Via Sandro Totti 1 Tel.
0712132311 - Bari 70122 Via Abate Gimma 72 Tel. 0805640211 - Bologna 40126 Via Angelo Finelli 8 Tel. 0516186211 - Brescia 25123 Via
Borgo Pietro Wuhrer 23 Tel. 0303697501 - Catania 95129 Corso Italia 302 Tel. 0957532311 - Firenze 50121 Viale Gramsci 15 Tel. 0552482811 -
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CONSOLIDATED
FINANCIAL STATEMENTS



Consolidated Balance Sheet

(€°000)
Assets 31/12/16 30/6/16
10. Cash and cash equivalents 1,698,176 156,342
20. Financial assets held for trading 10,335,711 9,505,295
30. Financial assets at fair value through profit or loss — —
40. Financial assets available-for-sale 6,655,138 8,639,392
50. Financial assets held-to-maturity 2,058,102 1,975,411
60. Due from banks 6,454,269 5,386,601
70. Due from customers 40,047,566 37,881,476
80. Hedging derivatives 668,382 933,434
90. Adjustment of hedging financial assets (+/-) — —
100. Equity investments 3,441,148 3,193,345
110. Reinsured portion of technical reserves — —
120. Property, plant and equipment 305,465 304,844
130. Intangible assets 482,338 452,932
of which:
goodwill 420,487 416,740
140. Tax assets 840,031 988,742
a) current 125,974 237415
b) deferred 714,057 751,327
of which under L. 214/2011 607,862 647,526
150. Loans classified as held-for-sale — —
160. Other assets 488,526 400,791
Total assets 73,474,852 69,818,605
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(€000)

Liabilities and net equity 31/12/16 30/6/16
10. Due to banks 13,414,855 11,940,298
20. Due to customers 21,248,995 18,164,542
30. Debt securities in issue 20,350,427 21,813,134
40. Trading liabilities 7,413,337 7,141,458
50. Financial liabilities designated at fair value — —
60. Hedging derivatives 282,733 339,900
70. Changes in fair value of portfolio hedged items (-) — —
80. Tax liabilities 480,750 572,960
a) current 118,518 207,886

b) deferred 362,232 365,074

90. Liabilities included in disposal groups classified as held for sale — —
100. Other liabilities 723,495 596,290
110. Staff severance indemnity provision 29,374 28,975
120. Provisions 232,439 151,341
a) post-employment and similar benefits — —

b) other provisions 232,439 151,341

130. Insurance reserves 155,464 147,861
140. Revaluation reserves 1,162,382 1,144,992
150. Redeemable shares repayable on demand — —
160. Equity instruments repayable on demand — —
170. Reserves 5,078,794 4,692,729
180. Share premium reserve 2,153,372 2,152,829
190. Share capital 436,401 435,510
200. Treasury shares (197,982) (197,982)
210. Minority interest 91,777 89,218
220. Profit for the period 418,239 604,550
Total liabilities and net equity 73,474,852 69,818,605
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Consolidated Profit and Loss Account

(€000)
Ttem 31/12/16 30/6/16 31/12/15
10. Interest and similar income 962,605 1,906,556 966,014
20. Interest expense and similar charges (326,900) (706,051) (364,376)
30. Net interest income 635,699 1,200,505 601,638
40. Fee and commission income 203,547 406,758 205,457
50. Fee and commission expense (38,127) (84,041) (42,166)
60. Net fee and ¢ ission income 165,420 322,717 163,291
70. Dividends and similar income 35,873 80,520 28,970
80. Net trading income 2,125 38,587 9,879
90. Net hedging income (expense) 7,694 8,321 3,284
100. Gain (loss) on disposal/repurchase of: 143,281 96,301 100,233
a) loans and advances 2,679 (15,959) 2,369
b) AFS securities 149,984 115,788 98,904
¢) financial assets held to maturity 3,946 618 1,843
d) financial liabilities (13,328) (4,146) (2,883)
120. Total income 990,092 1,746,951 907,295
130. Adjustments for impairment to: (186,477) (417,374) (238,277)
a) loans and advances (185,638) (398,714) (222,782)
b) AFS securities (1,729) (17,990) (11,921)
¢) financial assets held to maturity (5,606) (1,045) (769)
d) other financial assets 6,496 375 (2,805)
140. Net income from financial operation 803,615 1,329,577 669,018
150. Premiums earned (net) 25.395 46,781 22,369
160. Other income (net) from insurance activities (7,119) (15,567) (7,643)
170. Net profit from financial and insurance activities 821,891 1,360,791 683,744
180. Administrative expenses: (556,428) (1,000,644) (489,280)
a) personnel costs (235,578) (443,286) (209,712)
b) other administrative expenses (320,850) (557,358) (279,568)
190. Net transfers to provisions (26,744) (5,011) (1,076)
200. Net adjustments to tangible assets (8,737) (20,566) (9,682)
210. Net adjustments to intangible assets (12,503) (19,836) 9,170)
220. Other operating income (expense) 159,474 144,844 60,994
230. Operating costs (444,938) (901,213) (442,214)
240. Gain (loss) on equity investments 135,863 276,708 138,750
270. Gain (loss) on disposal of investments 7 (18) 1)
280. Profit (loss) on ordinary activity before tax 512,823 736,268 380,279
290. Income tax for the year on ordinary activities (92,855) (128,652) (57,166)
300. Profit (loss) on ordinary activities after tax 419,968 607,616 323,113
310. Gain (loss) on disposal of investments after tax — — —
320. Net profit (loss) for the period 419,968 607,616 323,113
330. Net profit (loss) for the period attributabe to minorities (1,729) (3,066) (2,008)
340. Net profit (loss) for the period attributable to
Mediobanca 418,239 604,550 321,105
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Consolidated Comprehensive Profit and Loss Account

(€°000)
31/12/16 31/12/15
10. Profit (loss) for the period 419,968 323,113
Other income items net of tax without passing through profit
and loss (42,696) 129,834
20. Property, plant and equipment — —
30. Intangible assets — —
40. Defined benefit schemes 228 167
50. Non-current assets being sold — —
60. Share of valuation reserves attributable to equity-accounted companies (42,924) 129,667
Other income items net of tax passing through profit and loss 60,916 (504,032)
70. Foreign investments hedges —
80. Exchange rate differences (1,393) (102)
90. Cash flow hedges (611) 4,121
100. AFS financial assets (87,601) 3.428
110. Non-current assets being sold — —
120. Share of valuation reserves attributable to equity-accounted companies 150,521 (511,479)
130. Total other income items, net of tax 18,220 (374,198)
140. Comprehensive income (headings 10 + 130) 438,188 (51,085)
150. Minority interests in consolidated comprehensive incomes 2,559 1,954
160. Consolidated comprehensive income attributable to Mediobanca 435,629 (53,039)
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Consolidated Cash Flow Statement Direct Method

(€000)
Amount
31/12/16 31/12/15
A. Cash flow from operating activities
1. Operating activities 431,114 130,753
- interest received 1,586,094 1.660,563
- interest paid (922,853) (1,322,820)
- dividends and similar income 31,450 8,740
- net fees and commission income 68,357 81,803
- cash payments to employees (198,060) (182,052)
- net premium income 31,631 32,892
- other premium from insurance activities (81,888) (96,414)
- other expenses paid (521,497) (664,153)
- other income received 486,795 559,277
- income taxes paid (48,915) 52,917
- net expense/income from groups of assets being sold — —
2. Cash generated/absorbed by financial assets (6,831,012) (2,110,117)
- financial assets held for trading (232,117) (1,300,879)
- financial assets recognized at fair value — —
- AFS securities 1,679,749 (222,751)
- due from customers (2,606,056) 1,763,765
- due from banks: on demand (4,727,317) (267,882)
- due from banks: other (785,877) (1,824,303)
- other assets (160,394) (258,067)
3. Cash generated/absorbed by financial liabilities 7,844,739 1,976,508
- due to banks: on demand 293,284 412,018
- due to banks: other 6,148,398 1,542,303
- due to customers 2,702,557 (222,674)
- debt securities (1,301,423) 401,518
- trading liabilities (121,560) (74,631)
- financial liabilities assets recognized at fair value — —
- other liabilities 123,483 (82,026)
Net cash flow (outflow) from operating activities 1,444,841 (2,856)
B. Investment activities
1. Cash generated from 118,540 319,742
- disposals of shareholdings — 539
- dividends received in respect of equity investments — —
- disposals/redemptions of financial assets held to maturity 117,826 318,914
- disposals of tangible assets 714 342
- disposals of intangible assets — (53)
- disposals of subsidiaries or business units — —
2. Cash absorbed by 209,780 (109,533)
- acquisitions of shareholdings — —
- acquisitions of held-to-maturity investments (210,995) (40,227)
- acquisitions of tangible assets (9,969) (14,195)
- acquisitions of intangible assets (18,043) (6,284)
- acquisitions of subsidiaries or business units 448,787 (48,827)
- Net cash flow (outflow) from investment/servicing of finance 328,320 210,209
C. Funding activities (230,327) 208,144
- issuance/acquisition of treasury shares 588 4,749
- issuance/acquisitions of equity instruments — —
- dividends payout and other applications of funds (230,915) (212,893)
Net cash flow (outflow) from funding activities (231,327) (208,144)
Net cash flow (outflow) during period 1,541,834 (791)
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Reconciliation of movements in cash flow during period
under review

(€000)
Amounts

31/12/16 31/12/15

Cash and cash equivalents: balance at start of period 156,342 49,027

Total cash flow (ouflow) during period 1,541,834 (791)

Cash and cash equivalents: exchange rate effect — —

Cash and cash equivalents: balance at end of period 1,698,176 48,236
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NOTES TO THE ACCOUNTS

Part A - Accounting policies

A.1 - General part

Section 1 - Statement of conformity with TAS/IFRS
Section 2 - General principles

Section 3 - Areas and methods of consolidation
Section 4 - Events subsequent to the reporting date

A.2 - Significant accounting policies

A.3 - Information on transfers between financial asset portfolios

A.4 - Information on fair value

A.5 - Information on day one profit/loss

Part B - Notes to the consolidated balance sheet
Assets

Section 1 - Heading 10: Cash and cash equivalents

Section 2 - Heading 20: Financial assets held for trading
Section 4 - Heading 40: Available for sale (AFS) securities

Section 5 - Heading 50: Financial assets held to maturity

Section 6 - Heading 60: Due from banks

Section 7 - Heading 70: Due from customers
Section 8 - Heading 80: Hedging derivatives
Section 10 - Heading 100: Equity investments

Section 12 - Heading 120: Property, plant and equipment

Section 13 - Heading 130: Intangible assets

Section 14 - Asset heading 140 and liability heading 80: Tax assets and liabilities

Section 16 - Heading 160: Other assets

Liabilities

Section 1 - Heading 10: Due to banks

Section 2 - Heading 20: Due to customers
Section 3 - Heading 30: Debt securities in issue
Section 4 - Heading 40: Trading liabilities
Section 6 - Heading 60: Hedging derivatives
Section 8 - Heading 80: Tax liabilities

Section 10 - Heading 100: Other liabilities

Section 11 - Heading 110: Staff severance indemnity provision

Section 12 - Heading 120: Provisions

Section 13 - Heading 130: Technical reserves

Section 15 - Headings 140, 160, 170, 180, 190, 200 and 220: Net equity
Section 16 - Heading 210: Net equity attributable to minorities

Other information

70 | Interim Report for the six months ended 31 December 2016

72

72
72
73
75
79

79

92

92

103

104
104
104
104
105
105
106
107
108
109
110
111
112
115

116
116
117
117
119
120
121
121
122
122
124
126
127

128



Part C - Notes to consolidated profit and loss account
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Section
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Section
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Net gains (losses) on disposals/repurchases
Adjustments for impairment

Net premium income

Other net income (expense) from insurance operations
Administrative expenses

Net transfers to provisions

Net adjustments to tangible assets

Net adjustments to intangible assets

Other operating income (expense)

Gains (losses) on equity investments

Net gain (loss) upon disposal of investments

Income tax on ordinary activities

22 - Heading 330:Profit (loss) for the year attributable to minorities

24 - Earnings per share

- Information on risks and related hedging policies

1 - Banking Group risks

5 - Other risks
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1 - Consolidated capital

2 - Capital and supervisory requirements

Part H - Related party disclosure
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130
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192

194

194
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200

202

205
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Part A - Accounting policies

A.1 - General policies

SECTION 1
Statement of conformity with IAS/ITFRS

The Mediobanca Group’s consolidated financial statements for the period
ended 31 December 2016 have as required by ltalian Legislative Decree
38/05, been drawn up in accordance with the International Financial Reporting
Standards (IFRS) and International Accounting Standards (IAS) issued by
the International Accounting Standards Board (IASB), and the respective
interpretations issued by the International Financial Reporting Interpretations
Committee (IFRIC), which were adopted by the FEuropean Commission
in accordance with the procedure laid down in Article 6 of regulation CE
1606/02 issued by the European Parliament and Council on 19 July 2002. The
consolidated financial statements for the period ended 31 December 2016 have
also been prepared on the basis of IAS 34 on interim financial reporting, and
the “Instructions on preparing statutory and consolidated financial statements
for banks and financial companies which control banking groups™ issued by the
Bank of Italy in its circular no. 262 on 22 December 2005 (fourth amendment
issued on 15 December 2015).

SECTION 2
General principles

These consolidated financial statements comprise:
— Balance sheet;
—  Profit and loss account;
— Comprehensive profit and loss account;
— Statement of changes to net equity;
—  Cash flow statement (direct method);

— Notes to the accounts.
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All the statements have been drawn up in conformity with the general
principles provided for under IAS and the accounting policies illustrated in
part A.2, and show data for the period under review compared with that for the
previous financial year in the case of balance-sheet figures or the corresponding
period of the previous financial year for profit-and-loss data.

IFRS 9: The Mediobanca Group project
Regulatory framework

In July 2014, the International Accounting Standards Board (IASB) issued
the new IFRS 9, “Financial Instruments”, introducing new standards on the
classification and measurement of financial instruments, on the criteria and
means for calculating value adjustments, and on the hedge accounting model.
The ratification process was completed with the issue of Regulation (EU)
2016/2067 by the European Commission on 22 November 2016, published in
the Official Journal of the European Union (L. 323) on 29 November 2016.

IFRS 9 will replace IAS 39 and will be applicable as from the first financial
year starting on 1 January 2018 or thereafter.

The main changes regard classification and impairment, and are as follows:

— How financial assets (apart from shares) are classified and measured
will depend on two tests, one of the business model and the other on the
contractual cash flow characteristics, known as the “Solely Payments
of Principal and Interest Test” (or SPPI). Only those instruments which
pass both tests can be recognized at cost, otherwise they will have to be
measured at fair value, with the effects taken through the profit and loss
account (hence this will become the residual portfolio). There is also an
intermediate portfolio (“Held to collect and sell”), for which, like with the
existing Available for sale portfolio, the instruments are recognized at fair
value through net equity (i.e. through Other comprehensive income);

—  Shares still have to be recognized at fair value, apart from those held for
trading, the fair value effects of which can be recognized in a net equity
reserve rather than taken through the profit and loss account; however, the
possibility of recycling has been removed, i.e. the effects of sales will no
longer be taken through the profit and loss account;
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—  The new standard moves from an incurred to an expected impairment model;
as the focus is on expected losses of value, provisioning will have to be
carried out for the whole portfolio (i.e. for assets with no impairment as well)
and based on estimates which reflect macroeconomic factors. In particular,
at stage 1 of the recognition process, the instrument will have to reflect
the expected loss over a 12-month time horizon; if there is a significant
increase in the credit risk, the asset is classified as under-performing (stage
2), meaning its valuation will have to factor in the expected loss over its
whole life-time; and if further impairment is recorded, the asset will be
classified as non-performing (stage 3), where the final recoverable value
will be estimated. The expected loss will be based on point-in-time data
reflecting the internal credit monitoring models.

Current projects

The Mediobanca Group will adopt the new standard starting from 1 July
2018. An internal project was launched in spring 2015 for the assessment
and implementation of IFRS 9. The project has been led jointly by the Risk
Management and Group Financial Reporting areas, with the involvement of all
other areas affected (in particular the front office teams, Group Technology and
Operations, Group ALM, Group Treasury). The initiative has been developed
in line with the three areas defined by the new standard (Classification and
Measurement, Impairment and Hedge Accounting), and has been split into two
phases: Assessment (now complete) and “Design and Implementation”.

Regarding the new criteria for classifying and measuring financial
instruments, analysis has been carried out of the entire product portfolio,
without any particular effects being noted. A methodological framework is being
finalized for the implementation of organizational and applications processes,
for the IT systems in particular.

Since the AIRB models have been implemented and the stress test exercise
was completed, work has also begun on developing new impairment models,
with the objective of consolidating the methodological choices for calculating
the expected shortfall (principally the criteria of staging, and the introduction of
macroeconomic criteria and forward-looking elements) and assessing its impact
on business, the monitoring processes and accounting policies for financial
instruments (loans in particular).
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For the Hedge Accounting area, no significant impact is anticipated from
application of the new criteria, hence the opt-in option is likely to be adopted.

The current, Design and Implementation project phase should be complete
by 30 June 2017, so as to be able to launch a testing for the new [FRS 9 systems
and processes in preparation for running IAS 39 and IFRS 9 in parallel.

SECTION 3
Area and methods of consolidation

Subsidiaries are consolidated on the line-by-line basis, whereas investments
in associates and jointly-controlled operations are consolidated and accounted
for using the equity method.

Based on the combined provisions of IFRS 10 “Consolidated financial
statements”, IFRS 11 “Joint arrangements” and IFRS 12 “Disclosure of interests
in other entities”, the Group has proceeded to consolidate its subsidiaries on a
line-by-line basis, and its associates and joint arrangements using the net equity
method.

Since 30 June 2016 MB Funding Lux S.A. (a securitization vehicle company)
and Spafid Family Office SIM (a brokerage company set up by Spafid) have
both been included in the area of consolidation, whereas CB! NewCo has been
merged into CheBancal!.

The acquisition of the other 50% of Banca Esperia not already owned from
the Mediolanum group, announced in November 2016, will be completed once
approval has been received from the relevant authorities.

Finally, on 6 October 2016 the court of Milan upheld the composition with
creditors pursuant to Article 161, para. 6 of the Italian bankruptcy act in respect
of Prominvestment, necessary only in order to complete the liquidation process
for the company which had begun in September 2008 and without prejudice to
the creditors.
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1. Subsidiaries and jointly-controlled companies (consolidated pro-rata)

Name Registered  Type of Shareholding % voting
office relation- rights
ship ! Investor % interest 2
company

A. COMPANIES INCLUDED IN AREA OF CONSOLIDATION
A1 Line-by-line

1. MEDIOBANCA - Banca di Credito finanziario S.p.A. Milan 1 — — —

2. PROMINVESTMENT S.P.A. - under liquidation Milan 1 ALl 100.00 100.00

3. SPAFID S.PA. Milan 1 All 100.00 100.00

4. SPAFID CONNECT S.PA. Milan 1 Al3 100.00 * 70.00

5. MEDIOBANCA INNOVATION SERVICES - S.C.PA. Milan 1 All 100.00 100.00

6. COMPAGNIE MONEGASQUE DE BANQUE - CMB S.A.M. Montecarlo 1 All 100.00 100.00

7. C.M.G. COMPAGNIE MONEGASQUE DE GESTION S.A.M. Montecarlo 1 Al6 99,95 99,95

8. SMEF SOCIETE MONEGASQUE DES ETUDES Montecarlo 1 A.16 99,96 99,96

FINANCIERES S.A.M.

9. CMB ASSET MANAGEMENT S.A.M. Montecarlo 1 A.16 99,3 99.4
10. CMB WEALTH MANAGEMENT LIMITED London 1 A.l.6 100.00 100.00
11. MEDIOBANCA INTERNATIONAL (LUXEMBOURG) S.A. Luxembourg 1 All 99.00 99.00

1 A112 1.00 1.00
12. COMPASS BANCA 1 S.PA. Milan 1 ALl 100.00 100.00
13. CHEBANCA! S.PA. Milan 1 All 100.00 100.00
14. CREDITECH S.PA. Milan 1 A112 100.00 100.00
15. SELMABIPIEMME LEASING S.P.A. Milan 1 All 60.00 60.00
16. MB FUNDING LUX S.A. Luxembourg 1 ALl 100.00 100.00
17. RICERCHE E STUDI S.PA. Milan 1 All 100.00 100.00
18. MEDIOBANCA SECURITIES USA LLC New York 1 All 100.00 100.00
19. MB FACTA S.PA.? Milan 1 All 100.00 100.00
20. QUARZO S.R.L. Milan 1 Al.12 90.00 90.00
21. QUARZO LEASE S.R.L. Milan 1 A115 90.00 90.00
22. FUTURO S.PA. Milan 1 Al12 100.00 100.00
23. QUARZO CQS S.R.L. Milan 1 A1.22 90.00 90.00
24. QUARZO MB S.R.L. Milan 1 All 90.00 90.00
25. MEDIOBANCA COVERED BOND S.R.L. Milan 1 AL13 90.00 90.00
26. COMPASS RE (LUXEMBOURG) S.A. Luxembourg 1 A1.12 100.00 100.00
27. MEDIOBANCA INTERNATIONAL IMMOBILIERE S.A.R.L.  Luxembourg 1 Alll 100.00 100.00
28. MB ADVISORY KURUMSAL DANISMANLIK HIZMETLERI Istanbul 1 All 100.00 100.00

ANONIM SIRKETI
29. MB MESSICO S.A. C.V. — under liquidation Bosques 1 ALl 100.00 100.00
De Las Lomas

30. CAIRN CAPITAL GROUP LIMITED London 1 All 100.00 ** 51.00
31. CAIRN CAPITAL LIMITED London 1 A.1.30 100.00 100.00
32. CAIRN CAPITAL NORTH AMERICA INC. London 1 A1.30 100.00 100.00
33. CAIRN CAPITAL GUARANTEE LIMITTED (non operating) London 1 A.1.30 100.00 100.00
34. CAIRN CAPITAL INVESTMENTS LIMITED (non operating) London 1 A.1.30 100.00 100.00
35. CAIRN INVESTMENT MANAGERS LIMITED (non operating) London 1 A.1.30 100.00 100.00
36. SPAFID FAMILY OFFICE SIM Milan 1 Al3 100.00 100.00

5

Taking into account the put and call option exercisable as from the fifth anniversary of the execution date of the transaction.

##  Taking into account the put and call option exercisable as from the third anniversary of the execution date of the transaction.

Legend
' Type of relationship:

1
2

= majority of voting rights in ordinary AGMs
= dominant influence in ordinary AGMs

2 Effective and potential voting rights in ordinary AGMs.
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2. Considerations and significant assumptions used to determine consolidation area

The area of consolidation is defined on the basis of IFRS 10, “Consolidated
financial statements”, which provides that control occurs when the following
three conditions apply:

(a) when the investor has power over the investee, defined as having substantive
rights over the investee’s relevant activities;

(b) when the investor has exposure, or rights, to variable returns from its
involvement with the investee;

(c¢) when the investor has the ability to exert power over the investee to affect
the amount of the variable returns.

Subsidiaries are consolidated on the line-by-line basis, which means that
the carrying amount of the parent’s investment and its share of the subsidiary’s
equity after minorities are eliminated against the addition of that company’s
assets and liabilities, income and expenses to the parent company’s totals. Any
surplus arising following allocation of asset and liability items to the subsidiary
is recorded as goodwill. Intra-group balances, transactions, income and expenses
are eliminated upon consolidation.

Investments in associates and joint arrangements are consolidated using
the equity method. Associates are companies which are subject to dominant
influence, a concept which is defined as the power to participate in activities
which are significant for the company without having control of it. Dominant
influence is assumed to exist in cases where one company holds at least 20% of
the voting rights of another. In establishing whether or not dominant influence
exists, account is also taken of potential rights, rights still to be exercised
pursuant to options, warrants or conversion rights embedded in financial
instruments; consideration is also given to issues of ownership structure, e.g.
voting rights owned by other investors, etc.

The definition of joint arrangements used is that provided in IFRS 11, which
involves the twofold requirement of the existence of a contractual arrangement
and that such an arrangement must provide joint control to two or more parties.

For equity-accounted companies, any differences in the carrying amount of

the investment and the investee company’s net equity are reflected in the book
value of the investment. This value is also reduced if the investee company
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distributes dividends. The profit made or loss incurred by the investee company
is recorded in the profit and loss account, as are any long-term reductions in
value or reversals.

3. Investments in subsidiaries with significant minority interests

Nothing to report.

4. Significant restrictions

The Group considers that no restrictions currently in force, under the terms
of its Articles of Association, shareholders’ agreements or external regulations,
would prevent it or otherwise limit its ability to access its assets or settle its
liabilities.

The Group also considers that no rights are in force to protect the interest of
minority or third parties.

5. Other information

The reporting date for the consolidated financial statements is the date
on which the parent company’s financial year ends. In cases where Group
companies have reporting periods ending on different dates, these companies
are consolidated based on financial and earnings situations prepared as at the
reporting date for the consolidated financial statements.

The financial statements of all subsidiaries have been drawn up based on
the same accounting principles used at Group level.

Associates which have reporting periods ending on different dates compared
to the Group prepare a pro forma accounting situation as at the consolidated
reporting date, or alternatively send a statement relative to a previous date as
long as it is not more than three months previously; such an arrangement is
permitted (IAS 28, par. 24-25), provided that account is taken of any significant
transactions or events which take place between this date and the consolidated
reporting date.
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SECTION 4
Events subsequent to the reporting date

Since the reporting date, no events have taken place that would cause
the results presented in the consolidated report for the six months ended
31 December 2016.

For a description of the most significant events since the reporting date,
please refer to the relevant section in the Review of Operations.

A.2 - Significant accounting policies

Financial assets held for trading

This category comprises debt securities, equities, loans held for trading
purposes, and the positive value of derivatives held for trading including
those embedded in complex instruments such as structured bonds (recorded
separately).

At the settlement date for securities and subscription date for derivatives,
such assets are recognized at fair value ! not including any transaction expenses
or income directly attributable to the asset concerned, which are taken through
the profit and loss account.

After initial recognition they continue to be measured at fair value.
Equities and linked derivatives for which it is not possible to reliably determine
fair value using the methods described above are stated at cost (these too qualify
as Level 3 assets). If the assets suffer impairment, they are written down to their
current value.

Gains and losses upon disposal and/or redemption and the positive and
negative effects of changes in fair value over time are reflected in the profit and
loss account under the heading Net trading income.

! See Part A3 - Information on fair value, p. 92-103, for further details.
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AFS securities

This category includes all financial assets apart from derivatives not booked
under the headings Financial assets held for trading, Financial assets held to
maturity or Loans and recetvables.

AFS assets are initially recognized at fair value, which includes transaction costs
and income directly attributable to them. Thereafter they continue to be measured
at fair value®. Changes in fair value are recognized in a separate net equity reserve,
which is then eliminated against the corresponding item in the profit and loss
account as and when an asset is disposed of or impairment is recognized. Fair value
is measured on the same principles as described for trading instruments. Equities
for which it is not possible to reliably determine fair value are stated at cost. For debt
securities included in this category the value of amortized cost is also recognized
against the corresponding item in the profit and loss account.

Assets are subjected to impairment tests at annual and interim reporting
dates. If there is evidence of a long-term reduction in the value of the asset
concerned, this is recognized in the profit and loss account on the basis of market
prices in the case of listed instruments, and of estimated future cash flows
discounted according to the original effective interest rate in the case of unlisted
securities. For shares, in particular, the criteria used to determine impairment
are a reduction in fair value of over 30% or for longer than twenty-four months,
compared to the initial recognition value. If the reasons for which the loss was
recorded subsequently cease to apply, the impairment is written back to the
profit and loss account for debt securities to and net equity for shares.

Financial assets held to maturity
These comprise debt securities with fixed or otherwise determinable
payments and fixed maturities which the Group’s management has the positive

intention and ability to hold to maturity.

Such assets are initially recognized at fair value ®, which is calculated as
at the settlement date and includes any transaction costs or income directly

2 See Part A3 - Information on fair value, p. 92-103, for further details.

* See Part A3 - Information on fair value, p. 92-103, for further details.
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attributable to them. Following their initial recognition they are measured at
amortized cost using the effective interest method. Differences between the
initial recognition value and the amount receivable at maturity are booked to
the profit and loss account pro-rata.

Assets are tested for impairment at annual and interim reporting dates. If there
is evidence of a long-term reduction in the value of the asset concerned, this is
recognized in the profit and loss account on the basis of market prices in the case
of listed instruments, and of estimated future cash flows discounted according to
the original effective interest rate in the case of unlisted securities. If the reasons
which brought about the loss of value subsequently cease to apply, the impairment
is written back to the profit and loss account up to the value of amortized cost.

Loans and receivables

These comprise loans to customers and banks which provide for fixed or
otherwise determinable payments that are not quoted in an active market and
which cannot therefore be classified as available for sale. Repos and receivables
due in respect of finance leasing transactions are also included, as are illiquid
and/or unlisted fixed securities.

Loans and receivables are booked on disbursement at a value equal to
the amount drawn plus (less) any income (expenses) directly attributable to
individual transactions and determinable from the outset despite being payable
at a later date. The item does not, however, include costs subject to separate
repayment by the borrower, or which may otherwise be accounted for as ordinary
internal administrative costs. Repos and reverse repos are booked as funding or
lending transactions for the spot amount received or paid. Non-performing loans
acquired are booked at amortized cost on the basis of an internal rate of return
calculated using estimates of expected recoverable amounts.

Loans and receivables are stated at amortized cost, i.e. initial values
adjusted upwards or downwards to reflect: repayments of principal, amounts
written down/back, and the difference between amounts drawn at disbursement
and repayable at maturity amortized on the basis of the effective interest rate.
The latter is defined as the rate of interest which renders the discounted value
of future cash flows deriving from the loan or receivable by way of principal and
interest equal to the initial recognition value of the loan or receivable.
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Individual items are tested at annual and interim reporting dates to show whether
or not there is evidence of impairment. Items reflecting such evidence are then
subjected to analytical testing, and, if appropriate, adjusted to reflect the difference
between their carrying amount at the time of the impairment test (amortized cost),
and the present value of estimated future cash flows discounted at the asset’s original
effective interest rate. Future cash flows are estimated to take account of anticipated
collection times, the presumed value of receivables upon disposal of any collateral,
and costs likely to be incurred in order to recover the exposure. Cash flows from
loans expected to be recovered in the short term are not discounted.

The original effective interest rate for each loan remains unchanged in
subsequent years, even if new terms are negotiated leading to a reduction to
below market rates, including non-interest-bearing loans. The relevant value
adjustment is taken through the profit and loss account.

If the reasons which brought about the loss of value cease to apply, the
original value of the loan is recovered in the profit and loss account in subsequent
accounting periods up to the value of amortized cost.

Accounts for which there is no objective evidence of impairment, including
those involving counterparties in countries deemed to be at risk, are subject
to collective tests. Loans are grouped on the basis of similar credit risk
characteristics, and the related loss percentages are estimated at the impairment
date on the basis of historical series of internal and external data. Collective
value adjustments are credited or charged to the profit and loss account, as
appropriate. At each annual and interim reporting date, any writedowns or
writebacks are remeasured on a differentiated basis with respect to the entire
portfolio of loans deemed to be performing at that date.

Leasing

IAS 17 stipulates that for finance leases, interest income should be recorded
based on methods which reflect a constant, regular return on the lessor’s net
investment.

In accordance with this principle, in the event of changes to contracts one

these have become effective, any difference arising from comparison between
the outstanding principal amount prior to renegotiation and the value of the new
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future flows discounted at the original interest rate have been taken through the
profit and loss account for the period*.

Hedges

There are two types of hedge:

— fair value hedges, which are intended to offset the exposure of recognized
assets and liabilities to changes in their fair value;

— cash flow hedges, which are intended to offset the exposure of recognized
assets and liabilities to changes in future cash flows attributable to specific
risks relating to the items concerned.

For the process to be effective, the item must be hedged with a counterparty
from outside the Group.

Hedge derivatives are recognized at fair value as follows:

— changes in fair value of derivatives that are designated and qualify as
fair value hedges are recorded in the profit and loss account, together
with any changes in the fair value of the hedged asset, where a difference
between the two emerges as a result of the partial ineffectiveness of the

hedge;

— designated and qualify as cash flow hedges are recognized in net equity,
while the gain or loss deriving from the ineffective portion is recognized
through the profit and loss account only as and when, with reference to
the hedged item, the change in cash flow to be offset crystallizes.

Hedge accounting is permitted for derivatives where the hedging relationship
is formally designated and documented and provided that the hedge is effective
at its inception and is expected to be so for its entire life.

A hedge is considered to be effective when the changes in fair value or
cash flow of the hedging instrument offset those of the hedged item within a
range of 80-125%. The effectiveness of a hedge is assessed both prospectively
and retrospectively at annual and interim reporting dates, the former to
show expectations regarding effectiveness, the latter to show the degree of

' As required by the amortized cost rules under TAS 39.
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effectiveness actually achieved by the hedge during the period concerned. If an
instrument proves to be ineffective, hedge accounting is discontinued and the
derivative concerned is accounted for under trading securities, with the effects
taken through the profit and loss account.

The hedge relationship may also be discontinued either voluntarily or when
the hedged instrument is derecognized or the hedging instrument wound up early.

Equity investments

This heading consists of investments in:

— associates, which are equity-accounted. Associates are defined as companies
in which at least 20% of the voting rights are held, and those in which the
size of the investment is sufficient to ensure an influence in the governance
of the investee company;

— jointly-controlled companies, which are also equity-accounted;

— other investments of negligible value, which are recognized at cost.

Where there is objective evidence that the value of an investment may be
impaired, estimates are made of its current value using market prices if possible,
and of the present value of estimated cash flows generated by the investment,
including its terminal value. Where the value thus calculated is lower than the
asset’s carrying amount, the difference is taken through the profit and loss account.
Where the reasons for the loss of value cease to apply, due to an event which takes
place subsequent to the date on which the value reduction is recorded, writebacks
are credited up to the amount of the impairment charges previously recorded.

Property, plant and equipment
This heading comprises land, core and investment properties, plant, furniture,
fittings, equipment and assets used under the terms of finance leases, despite the
fact that such assets remain the legal property of the lessor rather than the lessee.
Assets held for investment purposes refer to investments in real estate, if

any (whether owned or acquired under leases), which are not core to the Group’s
main activities and/or are chiefly leased out to third parties.
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These are stated at historical cost, which in addition to the purchase price,
includes any ancillary charges directly resulting from their acquisition and/or usage.
Extraordinary maintenance charges are reflected by increasing the asset’s value,
while ordinary maintenance charges are recorded in the profit and loss account.

Fixed assets are depreciated over the length of their useful life on a straight-
line basis, with the exception of land, which is not depreciated on the grounds
that it has unlimited useful life. Properties built on land owned by the Group are
recorded separately, on the basis of valuations prepared by independent experts.

At annual and interim reporting dates, where there is objective evidence
that the value of an asset may be impaired, its carrying amount is compared
to its current value, which is defined as the higher of its fair value net of any
sales costs and its related value of use, and adjustments, if any, are recognized
through the profit and loss account. If the reasons which gave rise to the loss in
value cease to apply, the adjustment is written back to earnings with the proviso
that the amount credited may not exceed the value which the asset would have
had net of depreciation, which is calculated assuming no impairment took place.

Intangible assets

These chiefly comprise goodwill, long-term computer software applications
and other intangible assets (list of clients and development software) deriving
from the Purchase Price Allocation process.

Goodwill may be recognized where this is representative of the investee
company’s ability to generate future income. At annual and interim reporting
dates assets are tested for impairment, which is calculated as the difference
between the initial recognition value of the goodwill and its realizable value,
the latter being equal to the higher of the fair value of the cash-generating unit
concerned net of any sales costs and its assumed value of use. Any adjustments
are taken through the profit and loss account.

Other intangible assets are recognized at cost, adjusted to reflect ancillary
charges only where it is likely that future earnings will derive from the asset and
the cost of the asset itself may be reliably determined. Otherwise the cost of the
asset is booked to the profit and loss account in the year in which the expense
was incurred.
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The cost of intangible assets is amortized on the straight-line basis over the
useful life of the asset concerned. If useful life is not determinable the cost of the
asset is not amortized, but the value at which it is initially recognized is tested
for impairment on a regular basis.

At annual and interim reporting dates, where there is evidence of impairment
the realizable value of the asset is estimated, and the impairment is recognized
in the profit and loss account as the difference between the carrying amount and
the recoverable value of the asset concerned.

Derecognition of assets

Financial assets are derecognized as and when the Group is no longer
entitled to receive cash flows deriving from them, or when they are sold and the
related risks and benefits are transferred accordingly. Tangible and intangible
assets are derecognized upon disposal, or when an asset is permanently retired
from use and no further earnings are expected to derive from it.

Assets or groups of assets which are sold continue to be recognized if
the risks and benefits associated with them (in the relevant technical form)
continue to be attributable to the Group. A corresponding amount is then
entered as a liability to offset any amounts received (as Other amounts
recetvable or Repos).

The main forms of activity currently carried out by the Group which do
not require underlying assets to be derecognized are the securitization of
receivables, repo trading and securities lending.

Conversely, items received as part of deposit bank activity, the return on
which is collected in the form of a commission, are not recorded, as the related
risks and benefits continue to accrue entirely to the end-investor.

Payables, debt securities in issue and subordinated liabilities
These include the items Due to banks, Due to customers and Debt securities

in issue less any shares bought back. Amounts payable by the lessee under the
terms of finance leasing transactions are also included.
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Initial recognition takes place when funds raised are collected or debt
securities are issued, and occurs at fair value, which is equal to the amount
collected net of transaction costs incurred directly or indirectly in connection
with the liability concerned. Thereafter liabilities are stated at amortized cost on
the basis of the original effective interest rate, with the exception of short-term
liabilities which continue to be stated at the original amount collected.

Derivatives embedded in structured bonds are stripped out from the
underlying contract and recognized at fair value. Subsequent changes in fair
value are recognized through the profit and loss account.

Financial liabilities are derecognized upon expiry or repayment, even if
buybacks of previously issued bonds are involved. The difference between the
liabilities’ carrying value and the amount paid to repurchase them is recorded
through the profit and loss account.

The sale of treasury shares over the market following a buyback (even in
the form of repos and securities lending transactions) is treated as a new issue.
The new sale price is recorded as a liability without passing through the profit
and loss account.

Trading liabilities

This item includes the negative value of trading derivatives and any
derivatives embedded in complex instruments. Liabilities in respect of technical
shortfalls deriving from securities trading activity are also included. All trading
liabilities are recognized at fair value.

Staff severance indemnity provision

This is stated to reflect the actuarial value of the provision as calculated
in line with regulations used for defined benefit schemes. Future obligations
are estimated on the basis of historical statistical analysis (e.g. staff turnover,
retirements, etc.) and demographic trends. These are then discounted to obtain
their present value on the basis of market interest rates. The values thus obtain
are booked under labour costs as the net amount of contributions paid, prior
years’ contributions not yet capitalized and net interest.
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Actuarial gains and/or losses are recorded in a net equity valuation reserve,
i.e. in the other comprehensive income statement (OCI) and no longer in the profit
and loss account as required by the new TAS 19 revised (Employee Benefits),
which was approved by the IASB on 16 June 2011 and incorporated into EU
law under regulation EU 475/125. Units accruing from 1 January 2007 paid into
complementary pension schemes or the Italian national insurance system are
recorded on the basis of contributions accurred during the period.

Provisions for liabilities and charges

These regard risks linked with the Group’s operations but not necessarily
associated with failure to repay loans, and which could lead to expenses in the
future. If the time effect is material, provisions are discounted using current
market rates. Provisions are recognized in the profit and loss account.

Provisions are reviewed on a regular basis, and where the charges that gave
rise to them are deemed unlikely to crystallize, the amounts involved are written

back to the profit and loss account in part or in full.

Withdrawals are only made from provisions to cover the expenses for which
the provision was originally made.

As permitted by IAS 37, para. 92, no precise indication has been given of
any potential liabilities.
Foreign currency transactions

Transactions in foreign currencies are recorded by applying the exchange
rates as at the date of the transaction to the amount in the foreign currency
concerned.

Assets and liabilities denominated in currencies other than the Euro are

translated into Euros using exchange rates ruling at the dates of the transactions.
Differences on cash items due to translation are recorded through the profit and

> Until 30 June 2016 the Group accounted for these items directly as labour costs.
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loss account, whereas those on non-cash items are recorded according to the
valuation criteria used in respect of the category they belong to (i.e. at cost,
through the profit and loss account or on an equity basis).

The assets and liabilities of the non-lItalian entities consolidated line-
by-line have been converted at the exchange rate prevailing at the reporting
date, whereas the profit-and-loss items have been converted on the basis of the
average exchange rates for the period. Any differences arising upon conversion
have been taken through the net equity valuation reserves.

Tax assets and liabilities

Income taxes are recorded in the profit and loss account, with the exception
of tax payable on items debited or credited directly to net equity. Provisions
for income tax are calculated on the basis of current, advance and deferred
obligations. Advance and deferred tax is calculated on the basis of temporary
differences — without time limits — between the carrying amount of an asset or
liability and its tax base, according to statutory criteria and the corresponding
values used for tax purposes.

Advance tax assets are recognized in the balance sheet based on the
likelihood of their being recovered.

Deferred tax liabilities are recognized in the balance sheet with the exception
of tax-suspended reserves, if the size of the reserves available already subjected
to taxation is such that it may be reasonably assumed that no transactions will
be carried out on the Group’s own initiative that might lead to their being taxed.

Deferred tax arising upon business combinations is recognized when this is
likely to result in a charge for one of the companies concerned.

Tax assets and liabilities are adjusted as and when changes occur in the
regulatory framework or in applicable tax rates, inter alia to cover charges that
might arise in connection with inspections by or disputes with the tax revenue
authorities.

Contributes to Deposits Guarantee Scheme and resolution funds are
accounted for according to IFRIC 21.
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Stock options and performance shares

The stock option and performance share schemes operated on behalf of Group
staff members and collaborators are treated as a component of labour costs. The
fair value of the instruments is measured and recognized in net equity at the grant
date using a share/option pricing method adjusted to reflect historical series for
previous financial years. The value thus determined is taken to the profit and loss
account pro-rata to the vesting period for the individual awards.

Treasury shares

These are deducted from net equity, and any gains/losses realized on
disposal are recognized in net equity.

Dividends and commissions

These are recognized as and when they are realized, provided there is
reasonable likelihood that future benefits will accrue.

Fees included in amortized cost for purposes of calculating the effective
interest rate are not included, but are recorded under Net interest income.

Related parties

In accordance with 1AS 24, related parties are defined as:

a) individuals or entities which directly or indirectly, are subject to joint
control by Mediobanca, parties to the Mediobanca shareholders’” agreement
with syndicated interests of over 2% of the company’s share capital, and the
entities controlled by or controlling them;

b) associate companies, joint ventures and entities controlled by them;

¢) management with strategic responsibilities, that is, individuals with powers
and responsibilities, directly or indirectly, for the planning, direction and
control of the parent company’s activities, including the members of the
Board of Directors and Statutory Audit Committee;
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entities controlled or jointly controlled by one or more of the individuals
listed under the foregoing letter c);

close family members of the individuals referred to in letter ¢) above, that
is, individuals who may be expected to influence them or be influenced by
them in their relations with Mediobanca (this category includes partners,
children, partners’ children, dependents and partners” dependents) as well
as any entities controlled, jointly controlled or otherwise associated with
such individuals;

pension funds for employees of the parent company or any other entity
related to it;

transactions involving vehicle companies, even if these are not directly
attributable to related parties but the benefits from them still accrue to
related parties.
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A.3 - Information on transfers between financial asset

portfolios

A.3.1 Reclassified financial assets: book value, fair value and effects
on comprehensive

(€°000)
Type of instrument  Transferred from Transferred to Book value Fair value  Additions to P&L if Additions to P&L
at 31/12/16  at 31/12/16  assets not transferred made during the year
(pre-tax) (pre-tax)
Valuation Other  Valuation Other
Debt securities Financial assets  Due from
(ABS) held for trading  customers 74,012 76,325 322 488 — 488
Debt securities Due from
(ABS) AFS securities  customers 9,136 9,284 88 73 — 73
Financial assets
Debt securities AFS securities held to maturity 196.906 211,786 (3,245) 5.439 — 5.439
Total 280,054 297,395 (2,835) 6,000 — 6,000

A.4 - Information on fair value

QUALITATIVE INFORMATION

This section provides the disclosure on fair value stipulated by IFRS 13
paragraph 24, which defines fair value as the price which would be received
to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date in the principal market.

For financial instruments listed on active markets, fair value is
determined on the basis of the official prices prevailing on the principal
market, or alternatively the most advantageous market to which the
Group has access; such instruments are thus said to be marked to market.
A market is defined as active if transactions for the asset or liability take
place with sufficient frequency and volume to provide pricing information
on an ongoing basis.

For instruments not listed on an active market or in cases where the
market is not functioning properly, that is, it does not have a sufficient and
continuous number of transactions, or sufficiently low bid-ask spreads and
volatility, valuation models using market inputs are used instead, such as:
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— Valuations of instruments with similar characteristics;
— Discounted cash flow calculations;

— Option price calculation models, values recorded in recent comparable
transactions, prudentially adjusted to reflect the illiquid nature of some
market data and other risks associated with specific transactions (reputational
risk, replacement risk, etc.).

If no market inputs are available, valuation models based on data estimated
internally are used.

For investment funds, including mutual funds, private equity funds, hedge
funds (including funds of funds) and real estate funds, fair value is taken to be
the net asset value (NAV) per stock unit published by the funds themselves.
Some residual equities for which it is not possible to reliably determine fair
value using the methods described above are stated at cost.

As a further guarantee that the valuations deriving from the measurement
models the Group uses remain objective, independent price verification
processes (IPVs) are also carried out, in which a unit unrelated to the one
assuming the risk checks the prices of the individual financial instruments on a
daily basis, using data provided by information providers as its reference.

Fair value is reported according to rankings based on the quality of the input
parameters used to determine it?.

In accordance with the provisions of IFRS 13 as enacted in Bank of
Italy circular no. 262, the fair value hierarchy assigns decreasing priority
to measurements based on different market parameters. The highest priority
(level 1) is assigned to measurements based on prices quoted (un-adjusted) on
an active market for identical assets or liabilities; while the lowest of priority
(level 3) is assigned to valuations deriving predominantly from unobservable
Inputs.

The fair value ranking level assigned to an asset or liability is defined as the
lowest-level input that is significant to the entire measurement. Three levels are

identified.

! Cf. IFRS 13, paragraph 73: “the fair value measurement is categorized in its entirety in the level of the lowest level input that is significant to the
entire measurement”; and paragraph 74: “The fair value hierarch ranks fair value measurements based on the type of inputs; it does not depend
on the type of valuation techniques used”. For further details see IFRS 13, paragraphs 72-90.
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— Level 1: quoted prices (single and unadjusted) in active markets for the
individual financial instrument being measured.

— Level 2: inputs other than the quoted prices referred to above, that are
observable on the market either directly (prices) or indirectly (price
derivatives). In this case fair value is measured via a comparable
approach, or by using a pricing model which leaves little scope for
subjective interpretation and is commonly used by other financial
operators.

— Level 3: significant inputs which are either unobservable on the market and/
or reflect complex pricing models. In this case the fair value is set based on
assumptions of future cash flows, which could lead to different estimates by
different observers of the value of the same financial instrument.

As a rule Mediobanca uses market prices (level 1) or models based
on observable inputs (level 2). In cases where level 3 instruments are
used, additional price verification procedures are set in place, including:
revision of relevant historical data, analysis of profits and losses, individual
measurement of each single component in a structured component, and
benchmarking. This approach involves the use of subjective parameters
and judgements based on experience, and adjustments may therefore be
required to valuations to take account of the bid-ask spread, liquidity or
counterparty risk, and the type of measurement model adopted. All models
in any case, including those developed internally, are verified independently
and validated by different Bank units, thus ensuring an independent control
structure.

Fair value adjustment

Fair value adjustment is defined as the quantity that has to be added to the
price observed on the market or the theoretical price generated by the model,
to ensure that the fair value reflects the price that can be realized in a market
transaction which is effectively possible. The following adjustments in particular

should be noted:
— Credit/debt valuation adjustment;

—  Other adjustments.
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Credit/debt valuation adjustments (CVA/DVA)

Credit and debt value adjustments (CVA and DVA respectively) are
incorporated into the valuation of derivatives to reflect the impact respectively
of the counterparty’s credit risk and the Bank’s own credit quality on the fair
value, as follows:

— CVA is a negative quantity which takes into account the scenarios in which
the counterparty might fail before the Bank does while amounts are still
receivable (positive MTM) by the Bank from the counterparty;

— DVA is a positive quantity which takes into account the scenarios in which
the Bank itself might fail before the party does while amounts are still
payable (negative MTM) to the counterparty.

CVA and DVA are calculated taking into consideration any counterparty
risk mitigation agreements that have been entered into, in particular collateral
and netting agreements for each individual counterparty.

The CVA/DVA methodology used by Mediobanca is based on the following

inputs:

— expected positive exposure (EPE) and expected negative exposure (ENE) of
the valuation of the derivatives, deriving from simulation techniques;

—  PD (probability of default (PD), derived from historical PD readings or those
implied in market prices for credit default swaps or bond securities;

— loss given default (LGD) based on the estimated value of recovery in the
event of the counterparty going bankrupt, as defined in specific analysis
conducted by the Bank itself or the default rates conventionally utilized for
credit default swap prices.

Other adjustments
Other adjustments of fair value not included in the categories described
above, may be taken into consideration in order to align the valuation with

the exit price inter alia on the basis of market liquidity levels or valuation
parameters.
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A.4.1 Fair value levels 2 and 3: measurement techniques and inputs used

Assets and liabilities measured at fair value on a recurring basis

This section provides disclosure on the measurement techniques and

inputs used for assets and liabilities measured at fair value on a recurring

basis.

Bonds: instruments not traded on active markets are marked to model using
the implied credit spread curves obtained from Level 1 instruments, to
which a further spread is added to reflect their illiquidity. The model makes
maximum use of observable inputs and minimum use of non-observable
inputs. In this way, depending on how representative the credit spread
curve applied is, bonds are categorized as either Level 2 or Level 3 (the
latter in cases where non-observable credit spreads are used). In fair value
measurement, fair value adjustments can be used in cases where there is
reduced liquidity and model risk, to compensate for the lack of observable
market inputs for Level 2 and Level 3 positions.

Asset-backed securities, CLOs and loans: the measurement process
relies on information providers which effectively collect market prices.
Basically ABS are categorized as Level 3, with the exception of those
for which a bid/ask contribution can be provided with the respective
quantities on an ongoing basis, in which case they are categorized as
Level 1.

Derivatives: the fair value of derivatives not traded on an active market
derives from application of mark-to-model measurement techniques. In cases
where there is an active market to provide inputs for the various components
of the derivative to the valuation model, the fair value is measured on the
basis of the market prices. Measurement techniques based on observable
inputs are categorized as Level 2, whereas those based on non-observable
inputs are categorized as Level 3.

Equities: equities are categorized as Level 1 when quoted prices are
available on an active market considered to be liquid, and Level 3 when
there are no quoted prices or when quoted prices have been suspended
indefinitely and for which an internal model is used in order to determine
the fair value.
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— Investment funds: Mediobanca owns holdings in investment funds which
publish the net asset value (NAV) per stock unit. Such funds include mutual
funds, private equity funds, hedge funds (including funds of funds) and real
estate funds. Investments in funds are usually classified as Level 1 in cases
where the NAV is available on a daily basis and considered to be active;
otherwise they are categorized as Level 3.

Assets and liabilities measured at fair value on a non-recurring basis

Financial instruments measured at fair value on a non-recurring basis
(including amounts payable to and receivable from customers and banks) are
not accounted for on the basis of fair value.

In such cases the fair value is calculated solely for the purpose of meeting
the Bank’s responsibilities in terms of providing market disclosure, and the
calculation does not impact in any way on the book value of the investment and
has no effect on the profit and loss account. Such instruments are not normally
traded, and their fair value is thus measured on the basis of inputs compiled
internally rather than directly observable on the market.

For loans to corporates, fair value is measured via the discounted cash flow
method, using rates and/or flows adjusted to reflect credit risk in each case.
Loans to counterparties with official ratings are categorized as Level 2, and in
all other cases as Level 3. The same applies to retail loans (i.e. mortgage loans
and consumer credit).

Bonds issued by Mediobanca are categorized as fair value Level 1 if quoted
on an active market (using the market price as the input); if not, i.e. in cases
where there are no quoted prices, the fair value is categorized as Level 2 and is
calculated via the expected discounted cash flow using a market interest rate
adjusted for the Bank’s issuer risk (with a distinction being made between senior
and subordinated risks).
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A.4.2 Measurement processes and senstbilities
As required by IFRS 13, quantitative information on the significant non-
observable inputs used in measuring the fair value of Level 3 instruments is

provided below.

Uncertainties inherent in inputs and impact on mark-to-market for equity products

Non-observable inputs Quantification of uncertainty inherent input +/- delta vs MiM  +/- delta vs MtM
(€°000), 31/12/16 (€°000), 30/6/16

Implicit volatility On average equal to 50 bps for volatility surface points 475 266
falling outside the contribution of Totem application
(maturity > 3Y for single stocks and maturity > 5Y
for indexes)

Equity-equity correlation  Equal to 1% between two indexes and 2% between two 30 90
single stocks

Measurement techniques used for equity, credit and interest rate products

Product Measurement  Non-observable inputs Fair value* Fair value* Fair value* Fair value*
technique Assets  Liabilities Assets  Liabilities

31/12/16  31/12/16 30/6/16 30/6/16

(€m) (€m) (€m) (€m)

OTC equity ~ Black-Scholes/ Implicit volatility ! 2.93 (14.97) 5.49 (12.84)

plain vanilla  Black model
options, OTC

equity digital

options,

variance swap

OTC equity  Black-Scholes Implicit volatility 2.88 (0.20) 7.20 —
basket options, method Equity-equity correlation?
best of/
worst of
Synthetic Gaussian Base correlation with bootstrap 0.82 (0.64) 0.16 (0.29)
CDOs copula model  starting from quoted data on liquid

using factor index tranches?

with base

correlation

* Values are shown net of reserves booked.

! Volatility in a financial context is a measurement of how much the price of an instrument underlying a derivative may vary over time. The higher
the volatility of the underlying instrument, the greater the risk associated with it. In general terms long positions in options benefit from increases
in volatility, whereas short positions in options lose out from them. For equity derivatives, the implicit volatility surface may be obtained from
the price of the call and put options, as there are regulated markets for these. The uncertainty inherent in this input is attributable to one of the
following scenarios: illiquidity of quoted prices (wide bid/ask spreads, typically present on long maturities or moneyness far from the at-the-
money spot), concentration effects and non-observable market data (here too present when maturities are considered too long or moneyness too
far from the at-the-money spot).

2 Equity-equity correlation is a measurement of the correlation between two equity financial instruments underlying a derivative. Variations
in the correlation levels may impact favourably or unfavourably, depending on the correlation type, on an instrument’s fair value. Equity-
equity correlations are less observable than volatilities, because correlation products are not quoted on any regulated markets. For this reason
correlations are more prone to input uncertainty.

*The base correlation is the level of relation between the default events for the underlying instruments belonging to the principal credit indexes.
The correlation is obtained from the quoted market prices of synthetic CDOs on the indexes, in particular from instruments hedging the various
parts of the equity structure of these indexes.
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A.4.3 Fair value ranking
Transfer between levels of Fair Value ranking

The main factors contributing to transfers between the different fair value
levels include changes in market conditions and refinements in the measurement
models and/or the non-observable inputs.

An instrument is transferred from fair value Level 1 to Level 2 or vice versa
mainly as a result of changes in the significance of a price expressed by the
reference active market for the instrument concerned.

Conversely, transfers from Level 2 to Level 3 (or vice versa) are decided on
the basis of the significance of the input data, in particular the weight which
non-observable data have in the inputs compared to observable data.

A.4.4 Other information

The Mediobanca Group has availed itself of the exception provided under
IFRS 13, paragraph 48 from measuring fair value on a net basis for financial
assets and liabilities with positions compensating for the counterparty’s market
or credit risks.
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QUANTITATIVE INFORMATION
A.4.5 Fair value ranking

A.4.5.1 Assets and liabilities recognized at fair value on a recurring basis by fair value

ranking
(€000)
31/12/16 30/6/16
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
1. Financial assets held for trading 5,753,655 4,420,653 161,403 4,101,756 5,319,409 84,130
2. Financial assets recognized at

fair value — — — — — —
3. AFS securities 6,034,236 373,767 247,135 7,851,033 567,930 220,429
4. Hedge derivatives — 668,382 — — 933,434 —
5. Tangible assets — — — — — —
6. Intangible assets — — — — — —
Total 11,787,891 5,462,802 408,538 11,952,789 6,820,773 304,559
1. Financial liabilities held for trading (3.001,747) (4,350402)  (61,188) (2.286,362) (4,794.269)  (60,827)

2. Financial liabilities recognized at
fair value — — — — — —
3. Hedge derivatives —  (282,733) — —  (339,900) —
Total (3.001,747) (4,633,135)  (61,188) (2.286,362) (5,134,169) (60,827

The level 3 instruments held for trading include options traded, i.e. contracts
with the same underlying instrument but executed with different counterparties,
in an amount of €38.3m (30/6/16: €43.2m), plus €7.5m (€4.8m) in options
linked to bonds issued and hedged on the market.

Net of these items, the level 3 assets increased from €36.1m to €115.6m,
including new deals worth €98.2m, ! disposals and redemptions totalling
€13.7m, and other changes, including movements in fair value, amounting to
minus €4.9m.

AF'S assets consist of investments in unlisted companies (valued on the basis
of internal models) and private equity funds. During the period under review
AFS assets increased from €220.4m to €247.1m, following purchases of €31.4m
only in part offset by sales totalling €7.6m, and other additions amounting to
€2.9m (gains and valuations).

! See section A.5 on Day one profit/loss for further details.
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A.4.5.2 Annual changes

(level 3 assets)

in financial assets recognized at fair value on a recurring basis

(€000)
FINANCIAL ASSETS

Held for Recognized AFS Hedges

trading ! at fair value 2
1. Balance at start of period 36,139 — 220,424 —
2. Additions 106,383 — 37,594 —
2.1 Purchases 98,182 — 31,384 —
2.2 Profits recognized in: 8,201 — 6,203 —
2.2.1 profit and loss 8,201 —_ 1,082 —_
- of which, gains 1.516 — — —
2.2.2 net equity — — 5,121 —
2.3 Transfers from other levels — — — —
2.4 Other additions — — 7 —
3. Reductions 26,396 — 10,890 —
3.1 Disposals 1,863 — 7,605 —
3.2 Redemptions 11,861 — — —
3.3 Losses recognized in: 12,715 — 3,285 —
3.3.1 profit and loss 12,715 — 1,730 —
- of which, losses 12,715 — 1,730 —
3.3.2 net equity X X 1,555 —
3.4 Transfers to other levels — — —
3.5 Other reductions 457 — — —
4. Balance at end of period 115.626 — 247,128 —

! Includes market value of options covering those attached to bond (€7.5m as at 31/12/16 and €4.8m as at 30/6/16) as well as options traded
(€38.3m and €43.2m respectively), the values of which are recorded as both assets and liabilities for the same amount.

2 Includes investments in unlisted companies valued on the basis of internal models.
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A.4.5.3 Annual changes in liabilities
(level 3 liabilities)

recognized at fair value on a recurring basis

(€000)

FINANCIAL LIABILITIES
Held for Recognized Hedges

trading ! at fair value

1. Balance at start of period 12,838 — —
2. Additions 7,472 — —
2.1 Issues 619 — —
2.2 Losses recognized in: 6,559 — —
2.2.1 profit and loss 6,559 — —
- of which, losses 6,559 — —
2.2.2 nel equity X X —
2.3 Transfers from other levels — — —
2.4 Other additions 294 — —
3. Reductions 4,893 — —
3.1 Redemptions 3,743 — —
3.2 Buybacks — — —
3.3 Profits recognized in: 1,150 — —
3.3.1 profit and loss 1,150 — —
- of which, gains 1,150 — —
3.3.2 net equity X X —
3.4 Transfers to other levels — — —
3.5 Other reductions — — —
4. Balance at end of period 15,417 — —

! Includes market value of options covering those attached to bond (€7.5m as at 31/12/16 and €4.8m as at 30/6/16) as well as options traded
(€38.3m and €43.2m respectively), the values of which are recorded as both assets and liabilities for the same amount.
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A.4.5.4 Assets and liabilities not recognized at fair value or recognized at fair value on a
non-recurring basts, by fair value ranking

Assets/liabilities not 31/12/16 30/6/16

measured at fair value or Fair value Fair value

measured at fair value on Book : Book °

a non-recurring basis value Level 1 Level 2 Level 3 value Level 1 Level 2 Level 3

—

. Financial assets held

to maturity 2,058,102 2,035,199 93,909 22476 1,975411 1,994,385 59,439 19,459
2. Due from banks 6,454,269 — 5,169,778 1,297,460 5,386,601 — 5,114,831 269,186
3. Due from customers 40,047,566 — 11,816,349 30,181,504 37,881,476 — 12,439,572 26,399,738
4. Tangible assets

held for investment

purposes 75,533 — — 148,205 70,676 — — 136,789
5. Non-current assets

and groups of assets

being sold — — — — — — — —
Total 48,635,470 2,035,199 17,080,036 31,649,645 45,314,164 1,994,385 17,613,842 26,825,172
1. Due to banks 13,414,855 — 13,414,855 — 11,940,298 — 11,940,298
2. Due to customers 21,248,995 — 21,272,495 — 18,164,542 — 18,185,154 —
3. Debt securities in

issue 20,350,427 1,582,360 19,124,964 — 21,813,134 1,649,708 20,604,767

4. Liabilities in respect
of non-current assets
being sold — — — — — — — —

Total 55,014,277 1,582,360 53,812,314 — 51,917,974 1,649,708 50,730,219

A.5 - Information on day one profit/loss

For Level 3 transactions, the fair value derived from the model may differ from
the price of the transaction itself. If the difference is positive (day one profit), it is
amortized over the outstanding life of the financial instrument; if it is negative (day
one loss), it is taken directly to the profit and loss account, on prudential grounds.
Any subsequent changes in fair value will therefore be linked to the trends in the
various risk factors to which the instrument is exposed (interest rate/exchange rate
risk, etc.) and recorded directly in the profit and loss account.

During the six months under review this principle was applied by suspending
the approx. €12m surplus generated on an arbitrage transaction between the
acquisition of a financial instrument convertible into listed equities (starting
from year 5) and the sale of the corresponding listed equities. This difference
was generated from the use of an internal model to value the unlisted instrument
which, pursuant to paras. AG76 and AG76A of IAS39, was suspended and will
be released to the profit and loss account pro rata throughout the duration of the
transaction (five years).
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Part B - Notes to consolidated Balance Sheet

Assets

SECTION 1

Heading 10: Cash and cash equivalents

1.1 Cash and cash equivalents: composition

31/12/16 30/6/16
a) Cash 66,413 54,651
b) Demand deposits with Central banks 1,631,763 101,691
Total 1,698,176 156,342
SECTION 2
Heading 20: Financial assets held for trading
2.1 Financial assets held for trading: composition *
Items/Values 31/12/16 30/6/16
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
A. Balance-sheet assets
1. Debt securities 2,809,123 466,403 8,554 2,025,974 736,434 11,194
1.1 Structured securities 10,711 24,268 — 10,955 30,496 —
1.2 Others 2,798,412 442,135 8,554 2,015,019 705,938 11,194
2. Equity instruments ' 2,326,507 —_ 88,665 1,286,344 —_ —_
3. Units in investment funds ' 147,030  137.795 11,973 141,488 132,444 12,055
4. Loans 10,874 — — 15,234 — —
4.1 Repos — — — — — —
4.2 Others 10,874 — — 15,234 — —
Total A 5,293,534 604,198 109,192 3,469,040 868,878 23,249
B. Derivative instruments
1. Financial derivatives 460,121 3,603,102 51,580 632,716 4,258,512 60,670
1.1 Trading 460,121 3,178,988  44,053> 632,716 3,790,656 55,7647
1.2 Related to fair value option — — — — — —
1.3 Others — 424,114 7,527 — 467,856 4,906*
2. Credit derivatives — 213,353 631 — 192,019 211
2.1 Trading — 213,353 631 — 192,019 211
2.2 Related to fair value option — — — — — —
2.3 Others — — — — — —
Total B 460,121 3,816,455 52,211 632,716 4,450,531 60,881
Total (A+B) 5,753,655 4,420,653 161403 4,101,756 5,319,409 84,130

* For the criteria used to determine fair value and classification of financial instruments within

Part A - “Accounting Policies”.

the three fair value ranking levels, see

! Equities as at 31/12/16 include shares committed in securities lending transactions totalling €1,660,783,000 (30/6/16: €483,011,000).

2 Respectively €38,305,000 and €43,185,000 by way of options traded, with the equivalent amount being recorded as trading liabilities.

* Includes the market value of options (€7.5m at 31/12/16 and €4.8m at 30/6/16) covering those linked with bonds issued by Mediobanca S.p.A.
and Mediobanca International, with the equivalent amount being recorded as trading liabilities.
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SECTION 4

Heading 40: Available for sale (AFS) securities

4.1 AF'S securities: composition *

Ttems/Values 31/12/16 30/6/16
Level 1 Level 2 Level 31 Level 1 Level 2 Level 31
1. Debt securities 5,583,723 373,767 — 7,157,167 567,930 —
1.1 Structured securities — — — — — —
1.2 Other 5,583,723 373,767 — 7,157,167 567,930 —
2. Equity instruments 406,136 — 42,742 642,407 — 39,606
2.1 Designated at fair value 406,136 — 42,742 642,407 — 39,554
2.2 Recognised at cost — — — — — 52
3. Units in investment funds 44,377 — 204,393 51,459 — 180,823
4. Loans — — — — — —
Total 6,034,236 373,767 247,135 7,851,033 567,930 220,429

* For the criteria used to determine fair value and classification of financial instruments within the three fair value ranking levels, see Part A -
“Accounting Policies™.

! Includes shares in non-listed companies.

SECTION 5

Heading 50: Financial assets held to maturity

5.1 Financial assets held to maturity: composition *

31/12/16 30/6/16
Book Fair value Book Fair value
Value Value

Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
1. Debt securities 2,058,102 2,035,199 93,909 22476 1975411 1,994,385 59,439 19,459
- structured — — — — — — — —
- other 2,058,102 2,035,199 93,909 22,476 1975411 1,994,385 59,439 19,459
2. Loans — — — — — — — —

* For the criteria used to determine fair value and classification of financial instruments within the three fair value ranking levels, see
Part A - “Accounting Policies™.
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SECTION 6

Heading 60: Due from banks

6.1 Due from banks: composition *

Type of transactions/Values 31/12/16 30/6/16
Book Fair Value Book Fair Value
Voo Ty vl 1 Level2  Leveld M Levell  Level2  Level 3
A. Loans to Central Banks 200,788 — 200,791 — 162,893 — 162,896 —
1. Time deposits — X X X — X X X
2. Compulsory reserves 200,788 X X X 162,893 X X X
3. Repos — X X X — X X X
4. Other — X X X — X X X
B. Loans to banks 6,253,481 — 4,968,987 1,297,460 5,223,708 — 4,951,935 269,186
1. Loans 6,138,795 — 4,854,301 1,297,460 5,223,708 — 4,951,935 269,186
1.1 Current accounts and
demand deposits 1,234,202 X X X 1,087,313 X X X
1.2 Time deposits 54,199 X X X 48,528 X X X
1.3 Other loans 4,850,394 X X X 4,087,867 X X X
- Repos 3,792,833 X X X 2,628,164 X X X
- Finance leases 5,170 X X X 4,795 X X X
- Other 1,052,391 X X X 1,454,908 X X X
2. Debt securities 114,686 — 114,686 — — — — —
2.1 Structured — X X X — X X X
2.2 Other 114,686 X X X — X X X
Total 6,454,269 — 5,169,778 1,297,460 5,386,601 — 5,114,831 269,186

*# For the criteria used to determine fair value and classification of financial instruments within the three fair value ranking levels, see Part A -

“Accounting Policies”.
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SECTION 8

Heading 80: Hedging derivatives

8.1 Hedge derivatives: by hedge type and level

31/12/16 Nominal 30/6/16 Nominal
value value
Fair value Fair value
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
A. Financial derivatives — 608,382 — 9,065,710 — 933,434 — 9,622,800
1) Fair value — 668,292 — 9,051,351 — 926,811 — 9,537,121
2) Cash flow — 90 — 14,359 — 6,623 — 85,679
3) Net investments
in foreign
subsidiaries — — — — — — — —
B. Credit derivatives — — — — — — — —
1) Fair value — — — — — — — —
2) Cash flow — — — — — — — —
Total — 608,362 — 9,065,710 — 933434 — 9,622,800
8.2 Hedge derivatives: by portfolio hedged and hedge type (book value)
Transaction/Type of hedging Fair value Cash-flow hedges ~ Non Italian
investments
Specifica General Specific General
Interest Currency Credit Price Multiple
rate risk risk risk risk risk
1. Available-for-sale
financial instruments — — — — — X — X X
2. Loans and receivables — — — X — X — X X
3. Held-to-maturity
investments X — — X — X — X X
4. Portfolio X X X X X — X — X
5. Others — — — — — X — X —
Total assets — — — — — — — — —
1. Financial liabilities 668,292 — — X — X — X X
2. Portfolio X X X X X — X — X
Total liabilities 668,292 — — X — — — — X
1. Estimated transactions X X X X X X 90 X X
2. Portfolio of financial
assets and liabilities X X X X X — X — —
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SECTION 10

Heading 100: Equity investments

As at 31 December 2016, the stakes held as part of the Equity investment portfolio
reflected a book value of €3,441.1m.

10.1 Investments in subsidiaries, jointly-controlled companies and companies subject to
significant influence: disclosures on shareholding

Company name Legal Operating Control Ownership Voting rights
office office type Yo

Controlling Yo

entity shareholding

A. Jointly-controlled entities

1. Banca Esperia S.p.A. Milan Milan 1 Mediobanca S.p.A. 50.0 50.0
B. Entities under signficant influence
1. Assicurazioni Generali S.p.A. Trieste Trieste 2 Mediobanca S.p.A. 13.0 13.0
Altavilla
2. Burgo Group S.p.A. Vicentina (VI)  Milan 2 Mediobanca S.p.A. 22.13 22.13
Legend:
! Joint control.

2 Subject to significant influence.

3 Exclusively controlled and not consolidated

The criteria and methods for establishing the area of consolidation are illustrated
in “Section 3 - Part A - Accounting Policies” to which reference is made.

10.2 Investments in subsidiaries, jointly-controlled companies and companies subject to
significant influence: financial information

Company name Book value Fair Value *

A. Jointly-controlled entities

1. Banca Esperia S.p.A. 94,975 ! n.a.
B. Entities under signficant influence

1. Assicurazioni Generali S.p.A. 3,346,125 2,862,315

2. Burgo Group S.p.A — —

3. Others 48 n.a.
Total 3,441,148

! Includes goodwill of €1,833,000.

* Available only for listed companies.

Collections deriving from the Athena liquidation continued during the
six months under review, and the investment’s residual value (€2.6m) was
reclassified to the AFS equity portfolio as the condition of significant influence
had ceased to exist as the liquidation process progressed.
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SECTION 12

Heading 120: Property, plant and equipment

12.1 Tangible core assets stated at cost: composition

Assets/Values 31/12/16 30/6/16
1. Assets owned by the Group 229,932 234,168
a) land 84,883 84,883
b) buildings 105,455 107,349
¢) furniture 9,600 10,558
d) electronic equipment 10,894 11,466
e) other assets 19,100 19,912
2. Assets acquired under finance leases — —
a) land — —
b) buildings — —
c) furniture — —
d) electronic equipment — —
e) other assets — _
Total 229,932 234,168
12.2 Tangible assets held for investment purposes stated at cost: composition
Assets/Values 31/12/16 30/6/16
Book Fair value Book Fair value
Vi T vl Level 2 Level 3 Ve T vl Level 2 Level 3
1. Assets owned by the
Group 75,533 — — 148,205 70,676 — — 136,789
a) land 29,090 — — 81,928 27,401 — — 79,542
b) buildings 46,443 — — 66,277 43,275 — — 57,247
2. Assets acquired
under finance lease — — — — — — — —
a) land — — — — — — — —
b) buildings — — — — — — — —
Total 75,533 — — 148205 70,676 — — 136,789
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SECTION 13

Heading 130: Intangible assets

13.1 Intangible assets: composition by category

Assets/Values 31/12/16 30/6/16
Finite life Indefinite life Finite life Indefinite life
A.1 Goodwill X 420,487 X 416,740
A.1.1 Autributable to the Group X 420,487 X 416,740
A.1.2 Attributable to minorities X — X —
A.2 Other intangible assets 61,851 — 36,192 —
A.2.1 Assets valued at cost 37,604 —_ 36,192 —_
a) Intangible assets generated
internally — — — —
b) Other assets 37,604 — 36,192 —
A.2.2 Assets valued at fair value 24,247 —_ — —_
a) Intangible assets generated
internally — — — —
b) Other assets 24,247 — — —
Total 61.851 420,487 36,192 416,740

Goodwill increased by €3.7m, as a result of the goodwill deriving from

acquisition of an asset portfolio by Compagnie Monégasque de Banque (€5.3m,

the purchase price allocation for which will be completed by the financial year-

end), and a €1.6m reduction in the Cairn Capital goodwill as a result of the

weaker exchange rate. The same item was left unchanged following completion

of the purchase price allocation process, and passed the impairment test

successfully.

Assets recognized at fair value include the value assigned to the list of

clients underlying the AUM and AUA acquired from Barclays which emerged

in the course of the purchase price allocation process, to be amortized over a

period of five years.

None of the other items presents any evidence of impairment.
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SECTION 14

Assets heading 140 and Liability heading 80: Tax assets and
liabilities

14.1 Advance tax assets: composition

31/12/16 30/6/16
Balancing to the Profit and Loss 695,395 728,782
Balancing to the Net Equity 18,662 22,545
Total 714,057 751,327
14.2 Deferred tax liabilities: composition

31/12/16 30/6/16
Balancing to the Profit and Loss 286,625 279,641
Balancing to the Net Equity 75,607 85,433
Total 362,232 365,074

14.3 Changes in advance tax during the period (balancing against profit and loss)

31/12/16 30/6/16

1. Opening balance 728,782 715,467
2. Increases 15,193 113,379
2.1 Deferred tax assets of the year 14,994 113,297

a) Relating to previous years 1,298 2,638

b) Due to change in accounting policies — —

¢) Write-backs — _

d) Other (creation of temporary differences, use of TLCF) 13,696 110,659

2.2 New taxes or increase in tax rates 199 —
2.3 Other increases — 82

3. Decreases 48,579 100,064
3.1 Deferred tax assets derecognised in the year 46,761 97,951

a) Reversals of temporary differences 46,590 97,581

b) Write-downs of non-recoverable items — —

¢) Change in accounting policies — —

d) Other 171 370

3.2 Reduction in tax rates — —
3.3 Other decreases 1,818 2,113

a) Conversion into tax credit under L. 214/2011 — 2,035

b) Other 1,818 78

4. Final amount 695,396 728,782
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14.3.1 Changes in advance tax during the period (pursuant to Italian Law 214/2011 )
(balancing against profit and loss) *

31/12/16 30/6/16

1. Opening balance 647,526 627,793
2. Increases 1,366 103,073
3. Decreases 41,030 83,340
3.1 Reversals of temporary differences 39,383 80,945
3.2 Conversion on tax credit deriving from — 2,035

a) year losses — —

b) tax losses — 2,035

3.3 Other decreases 1,647 360

4. Final amount 607,862 647,526

* On 30 June 2016, Italian decree law 59/16 on deferred tax assets pursuant to Italian law 214/11 was enacted. The regulations require that in
order to maintain the right to take advantage of the possibility of converting DTAs into tax credits, an irrevocable option must be explicitly
exercised, which provides for an annual payment until 2029 of an amount equal to 1.5% of the difference between the increase in the advanced
tax assets compared with 30 June 2008, and the tax actually paid in the period. Mediobanca has exercised the option to maintain the right to take
advantage of this regulation regarding the conversion of DTAs, effective f¢ ies included in the tax consolidation. No charge will be
payable given that the tax paid by the consolidating entity exceeds the increase in the DTAs since 30 June 2008.

14.4 Changes in deferred tax during the period (balancing against profit and loss)

31/12/16 30/6/16

1. Opening balance 279,641 282,899
2. Increases 9,254 640
2.1 Deferred tax liabilities of the year 5,514 404

a) Relating to previous years 881 —

b) Due to change in accounting policies — —

¢) Other 4,633 404

2.2 New taxes or increases in tax rates — —
2.3 Other increases 3,740 236

3. Decreases 2,270 3,896
3.1 Deferred tax liabilities derecognised in the year 1,524 930

a) Reversals of temporary differences 1,524 930

b) Due to change in accounting policies — —

¢) Other — —

3.2 Reductions in tax rates — 30
3.3 Other decreases 746 2,886

4. Final amount 286,625 279,641
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14.5 Changes in advance tax during the period (balancing against net equity)’

31/12/16 30/6/16

1. Opening balance 22,545 20,185

2. Increases 13,028 38,347

2.1 Deferred tax assets of the year 12,323 37,637

a) Relating to previous years — —

b) Due to change in accounting policies — —

¢) Other (creation of temporary differences) 12,323 37,637

2.2 New taxes or increases in tax rates (47) —

2.3 Other increases 752 710

3. Decreases 16,911 35,987

3.1 Deferred tax assets derecognised during the year 16,906 35,984

a) Reversals of temporary differences 14,245 35,968

b) Writedowns of non-recoverable items — —

¢) Due to change in accounting policies — —

d) Other 2,661 16

3.2 Reduction in tax rates 5 —

3.3 Other decreases — 3

4. Final amount 18,662 22,545

! Taxes on cash flow hedges and AFS securities valuations.

14.6 Changes in deferred tax during the period (balancing against net equity)’

31/12/16 30/6/16

1. Opening balance 85,433 82,169

2. Increases 154,090 324,426

2.1 Deferred tax liabilities of the year 153,938 323,499

a) Relating to previous years — —

b) Due to change in accounting policies — —

¢) Other (creation of temporary differences) 153,938 323,499

2.2 New taxes or increases in tax rates — —

2.3 Other increases 152 927

3. Decreases 163,916 321,162

3.1 Deferred tax liabilities derecognised in the year 163,033 321,092

a) Reversals of temporary differences 162,805 319,684

b) Due to change in accounting policies — —

¢) Other 228 1,408

3.2 Reduction in tax rates 883 70

3.3 Other decreases — —

4. Final amount 75,607 85.433

! Taxes on cash flow hedges and AFS securities valuations.
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SECTION 16

Heading 160: Other assets

16.1 Other assets: composition

31/12/16 30/6/16
1. Gold, silver and precious metals 695 695
2. Accrued income other than capitalized income from financial assets 9,318 7,510
3. Trade receivables or invoices to be issued 223,330 142,235
4. Amounts due from tax revenue authorities (not recorded under

Heading 140) 155,965 175,446
5. Other items 99,218 74,905
- bills for collection 15,437 7,748

- amounts due in respect of premiums, grants, indemnities and other
items in respect of lending transactions 22,242 24,810
- advance payments on deposit commissions 8,575 6,916
- other items in transit 28,255 20,761
- amounts due from staff 379 317
- sundry other items 21,606 11,488
- improvements on third parties’ assets 2,724 2,865
Total 488,526 400,791
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Liabilities
SECTION 1

Heading 10: Due to banks

1.1 Due to banks: composition

Type of transaction/Values 3112116 30/6/16
1. Deposits from Central Banks 6,511,920 5,513,463
2. Deposits from banks 6,902,935 0,426,835
2.1 Other current accounts and demand deposits 676,976 620,291
2.2 Time deposits — 18,024
2.3 Loans 6,139,425 5,783,605
2.3.1 Repos 3,082,185 1,597,598

2.3.2 Other 3,057,240 4,186,007

2.4 Liabilities in respect of commitments to repurchase treasury shares — —
2.5 Other debt 86,534 4,915
Total 13,414,855 11,940,298
Fair Value - Level 1 — —
Fair Value - Level 2 13,414,855 11,940,298
Fair Value - Level 3 — —
Total Fair Value 13,414,855 11,940,298
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SECTION 2

Heading 20: Due to customers

2.1 Due to customers: composition

Type of transaction/Values 31/12/16 30/6/16
1. Current accounts and demand deposits ' 12,815,024 9,240,571
2. Time deposits including saving deposits with maturity 5,321,335 5,477,191
3. Loans 2,973,028 3,341,831
3.1 Repos 1,661,666 2,373,602
3.2 Other 1,311,362 968,229
4. Liabilities in respect of commitments to repurchase treasury shares — —
5. Other 139,608 104,949
Total 21,248,995 18,164,542
Fair Value - Level 1 — —
Fair Value - Level 2 21,272,495 18,185,154
Fair Value - Level 3 — —
Total Fair Value 21,272,495 18,185,154
! Includes €2,921.5m in deposits and current accounts acquired from Barclays Italy.
SECTION 3
Heading 30: Debt securities in issue
3.1 Debt securities in issue: composition
Type of transaction/ 31/12/16 30/6/16
Values Book Fair Value Book Fair Value *
Value Level 1 Level 2 Level 3 Value Level 1 Level 2 Level 3
A. Debt certificates
including bonds
1. Bonds 19,792,254 1,582,360 18,566,791 — 20,645,320 1,649,708 19,436,953 —
1.1 structured 8,215,991 — 8,485,650 — 8,260,581 — 8,589,242 —
1.2 other 11,576,263 1,582,360 10,081,135 — 12,384,739 1,649,708 10,847,711 —
2. Other structured
securities 558,173 — 558,173 — 1,167,814 — 1,167,814 —
2.1 structured — — — — — — — —
2.2 other 558,173 — 558,173 —  1,167.814 — 1,167,814 —
Total 20,350.427 1,582,360 19,124,964 — 21813134 1649708 20,604,767 —

* The fair values are shown net of Mediobanca issuer risk; if this item is included, the fair value at 31 December 2016 would show a gain

of €402m (€491 m).
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Debt securities in issue fell from €20,645,320,000 to €19,792,254,000 on
new issuance of €0.8bn, expiries and buybacks totalling €1.6bn (and generating
losses of €13.3m), and other upward adjustments (exchange rates, amortized
cost and hedging effects) amounting to €107.6m.

The other securities include funding raised through commercial paper
issued by Mediobanca International.

3.2 Breakdown of heading 30 “Debt securities in issue”: subordinated liabilities

The heading “Debt securities in issue” includes the following six subordinate
tier 2 issues, for a total amount of €2,458,313,000:

Issue 31/12/16

ISIN Nominal value Book value
MB GBP Lower Tier Il Fixed/Floating Rate Note 2018
(Not included in calculation of regulatory capital) XS0270002669 22,329 26,108
MB Secondo Atto 5% 2020 Lower Tier 2 1T0004645542 615,572 667,380
MB OPERA 3.75 2026 1T0005188351 299,715 295,612
MB Quarto Atto a Tasso Variabile 2021 Lower Tier 2 1T0004720436 396,033 396,771
MB Valore a Tasso Variabile con minimo 3% annuo 2025 1T0005127508 500,000 507,538
MB CARATTERE 5.75% 2023 Lower Tier 2 1T0004917842 495,730 564,904
Total subordinated securities 2,329,379 2,458,313

During the six months under review the MB Opera bond was issued, while
partial buybacks of the MB Secondo Atto and MB Quarto Atto issues were
completed (in an amount of €124.8m and €93.6m respectively) and subsequently
cancelled.
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SECTION 4

Heading 40:

Trading liabilities

4.1 Trading liabilities: composition

Type of transaction/Values 31/12/16 30/6/16
Nominal Fair Nominal Fair
values Fair Value Value * values Fair Value Value *
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
A. Financial liabilities
1. Deposits from banks 2,007,408 2.239,064 1,505 — 2240569 771649 825840 53 — 825893
2. Deposits from
customers 239,195 262,327 4,179 — 260,500 T47165 799,638 51 — 799,689
3. Debt securities — — — — — — — — — —
3.1 Bonds — — — — — — — — — —
3.1.1 Structured — — — — X — — — — X
3.1.2 Other bonds — — — — X — — — — X
3.2 Other securities — — — — — — — — — —
3.2.1 Structured — — — — X — — — — X
3.2.2 Other — — — — X — — — — X
Total A 2246603 2,501,391 5,684 — 2507075 1518814 1625478 104 — 1625582
B. Derivative instruments
1. Financial derivatives — 500356 3,829.220 60,938 — 600,884 4,260,188 60,827
1.1 Trading X 500356 3394655 52387 ! X X 600,884 3782340 55642 ! X
1.2 Related with fair
value option X — — — X X — — — X
1.3 Other — 434,565 8,551 * X — 477818 5,185 * X
2. Credit derivatives — — 515498 250 X — — 533977 — X
2.1 Trading X — 515498 250 X X — 533977 — X
2.2 Related with
fair value option X — — — X X _ _ _ X
2.3 Other X — — — X X — — — X
Total B X 50035 4314718 61,183 X X 06083 4794165 60,827 X
Total (A + B) X 3001747 4350402 61,183 X X 2280362 4,794,269 60,827 X

*# Fair value calculated excluding variations in value due to changes in the issuer’s credit standing.

! Respectively €38,305,000 and €43,185,000 for options traded, matching the amount recorded among assets held for trading.

2 Includes the market value (€7.5m at 31/12/16 and €4.8m at 30/6/16) of options covering options matched with bonds issued, against the same
amount recorded among assets held for trading.
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SECTION 6

Heading 60: Hedging derivatives

6.1 Hedging derivatives: composition by type of hedging and by levels

Ttems/Values 31/12/16 30/6/16
Fair Value Nominal Fair Value Nominal
value value
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
A. Financial derivatives — 282,733 — 8,220,547 — 339,900 — 6,913,380
1) Fair value — 272,288 — 8,064,070 — 330,091 — 6,363,380
2) Cash flow — 10,445 — 156,477 — 9,209 — 50,000
3) Net investment
in foreign
subsidiaries — — — — — — — —
B. Credit derivatives — — — — — — — —
1) Fair value — — — — — — — _
2) Cash flow — — — — — — — —
Total — 282,733 — 8,220,547 — 339,900 — 6,913,380

6.2 Hedging derivatives:

composition by portfolio hedged and by hedging type

Operations/ Fair Value Cash flow Non-ltalian
Type of hedging investments
Micro General  Specific  General
Interest Currency Credit Price  Multiple
rate risk risk risk risk risks

1. AFS securities 066,523 —_ — — —_ X —_ X X
2. Loans and

advances 7,824 — — X — X — X X
3. Held to maturity

investments X — — X — X — X X
4. Portfolio X X X X X — X — X
5. Others — — — — — X — X —
Total assets 74,347 — — — — — — — —
1. Financial

liabilities 197,941 — — X — X 7,913 X X
2. Portfolio X X X X X — X — X
Total liabilities 197,941 — — — — 7,913 — —
1. Expected

transactions X X X X X X 2,532 X X
2. Financial assets

and liabilities

portfolio X X X X X — X — —

120 | Interim Report for the six months ended 31 December 2016



SECTION 8

Heading 80: Deferred liabilities

Please see asset section 14.

SECTION 10

Heading 100: Other liabilities

10.1 Other liabilities: composition

31/12/16 30/6/16
1. Payment agreements (IFRS 2) — —
2. Impaired endorsements 10,851 17,347
3. Working capital payables and invoices pending receipt 365,795 234,113
4. Amounts due to revenue authorities 36,043 49,467
5. Amounts due to staff 136,932 160,135
6. Other items: 173,874 135,228
- bills for collection 25,522 26,440
- coupons and dividends pending collection 2,288 2,260
- available sums payable to third parties 25,875 30,724

- premiums, grants and other items in respect of lending
transactions 24,722 33.352
- credit notes to be issued — —
- other! 95,467 42,452
7. Adjustments upon consolidation — —
Total 723,495 596,290

" Includes the liability in respect of the potential outlay to acquire the other 49% of Cairn Capital under the terms of the put-and-call agreements,
adjusted to reflect current value, and a €49,600,000 one-off contribution to the Single Resolution Fund in connection with the rescue of the four

“good” banks.
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SECTION 11

Heading 110: Staff severance indemnity provision

11.1 Staff severance indemnity provision: changes during the year

31/12/16 30/6/16
A. Initial amount 28,975 26,655
B. Increases 7,565 11,644
B.1 Provision of the year 6,123 10,001
B.2 Other increases 1,442 1,643
C. Reductions 7,166 9,324
C.1 Severance payments 1,082 1,131
C.2 Other decreases ' 6,084 8,193
D. Closing balance 29,374 28,975
Total 29,374 28,975
!Includes €4,612,000 in transfers to external, defined contribution pension schemes (30/6/16: €7,305,000).
SECTION 12
Heading 120: Provisions
12.1 Provisions: composition
Items 31/12/16 30/6/16
1. Provision to retirement payments and similar — —
2. Other provisions 232,439 151,341
2.1 Staff expenses 2,774 3,399
2.2 Other 229,665 147,942
Total 232,439 151,341

IAS 37 requires provisions to be set aside in cases where there is an

obligation, whether actual, legal or implicit, the amount of which may be reliably

determined and the resolution of which is likely to entail a cash outflow for the

company. The amount of the provision is determined from the management’s

best estimate, based on experience of similar operations or the opinion of

independent experts. The provisions are revised on a regular basis in order to

reflect the best current estimate.

During the six months under review, the heading “Other provisions” rose

from €151.3m to €232.4m chiefly due to amounts set aside in respect of the
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Barclays acquisition. Of the €232.4m balance, €2.8m refer to staff-related costs

(including incentives to leave the company already agreed), plus €229.7m for

litigation and other contingent liabilities (€83m of which relating to Barclays).

No provisions have been set aside in respect of disputes with the Italian revenue

authorities.

With reference to the litigation pending against Mediobanca S.p.A. as at 31

December 2016, it should be noted that one of the cases previously pending has

now been settled out of court, hence the situation is presently as follows:

Four cases still pending in connection with the Bank’s alleged failure
to launch a full takeover bid for La Fondiaria in 2002, initiated against
Mediobanca and UnipolSai only in all cases, with the total damages being
claimed jointly from the defendants (known as the petitum in ltalian law)
amounting to €40m (plus interest and expenses), of which Mediobanca’s,
as agreed with UnipolSai, would be approx. €13m (again plus interest and
expenses); of which:

— Three claims, in which the court of appeals has ruled in favour of
Mediobanca, have been referred by the court of cassation to the court of
appeals in Milan to establish the damages incurred by the shareholders;

—  One claim is pending at the court of cassation after the court of appeals
in Milan partly amended the first-degree ruling by reducing the amount
of the damages due to the plaintiff.

Claim for damages by Monte dei Paschi di Siena (“FMPS”) against — inter
alia — Mediobanca, for participation with criminal intent by virtue of an
alleged non-contractual liability, jointly with the other twelve lender banks,
for alleged damages to FMPS in connection with the execution of the Term
Facility Agreement on 4 June 2011 and the consequent breach of FMPS’s
Articles of Association (20% limit on debt/equity ratio) in a total amount
of €286m. The court of Siena, following a petition submitted the Italian
ministry for the economy and finance at the request of FMPS, has ruled that
the court of Florence may have jurisdiction in this case which accordingly
has returned to it.

For the main disputes still outstanding with the revenue authorities, please

refer to Liabilities section 12 of the notes to the FY 2016 accounts, seeing as

there have been no major changes to this item since the balance-sheet date.
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12.2 Provisions: movements during the year

Items Charges relating Other Total
to staff " provisions
A. Opening balance 3,399 147,942 151,341
B. Increases 1.000 85,412 86.412
B.1 Provision for the year! 1,000 26,361 27,361
B.2 Changes due to the passage of time — — —
B.3 Difference due to discount rate changes — — —
B.4 Other increases > —_ 59,051 59,051
C. Decreases 1,625 3,689 5,314
C.1 Use during the year 1,625 3,648 5,273
C.2 Difference due to discount rate changes — — —
C.3 Other decreases — 41 41
D. Closing balance 2,774 229,665 232,439
* Includes sums set aside in respect of staff exit incentivizations.
' Of which approx. €24,000,000 in connection with the CheBanca! restructuring.
% Includes contingent liabilities in respect of the Barclays acquisition.
SECTION 13
Heading 130: Technical reserves
13.1 Technical reserves: composition
Direct business Indirect business 31/12/16 30/6/16
A. Non-life business: — 155,464 155,464 147,861
A.1 Provision for unearned premiums — 140,799 140,799 133,420
A.2 Provision for outstanding claims — 14,665 14,665 14,441
A.3 Other provisions — — — —
B. Life business — — — —
B.1 Mathematical provisions — — — —
B.2 Provisions for amounts payable — — — —
B.3 Other insurance provisions — — — —
C. Insurance provisions when
investments risk is borne by the
insured party — — — —
C.1 Provision for policies where the
performance is connected to
investment funds and market
indices — — — —
C.2 Provision for pension funds — — — —
D. Total insurance provisions — 155,464 155,464 147,861
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13.2 Technical reserves: movements during the year

31/12/16

30/6/16

A. Non-life business
Balance at start of period
Combinations involving group companies
Changes to reserves (+/-)
Other additions

Balance at end of period

147,861

7,603

155,464

127,804

19,967

147,861

B. Life business and other reserves
Balance at start of period
Combinations involving group companies
Changes due to premiums
Changes due to sums to be paid out
Changes due to payments

Changes due to incomes and other bonuses recognized to insured
parties (+/-)

Changes to other technical reserves (+/-)
Other reductions

Balance at end of period

C. Total technical reserves

155,464

147,861
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SECTION 15

Heading 140, 160, 170, 180, 190, 200 and 220: Net equity

15.1 Group capital: composition

For the composition of the Group’s capital, please see part F of the notes to

the accounts.

15.2 Share capital: changes in no. of shares in issue during the period

Ttem/type

Ordinary

A. Shares in issue at start of period
- entirely unrestricted
- with restrictions

A.1 Treasury shares (-)

A.2 Shares in issue: balance at start of period

871,020,094
871,020,094
(15,780,237)
855,239,857

B. Additions
B.1 New share issuance as a result of:
— rights issues
- business combinations
- bond conversions
- exercise of warrants
- others
— bonus issues
- to staff members
- to Board members
- others
B.2 Treasury share disposals
B.3 Other additions

1,781,054
1,781,054

1,781,054
1,781,054

C. Reductions
C.1 Cancellations
C.2 Treasury share buybacks
C.3 Disposals of businesses

C.4 Other reductions

D. Shares in issue: balance at end of period

D.1 Add: treasury shares
D.2 Shares in issue at end of period
— entirely unrestricted

— with restrictions

857,020,911
(15,780,237)
872,801,148
872,801,148
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15.3 Share capital: other information

As at 31 December 2016, a total of 43,451,000 treasury shares were reserved

for awards.

15.4 Profit reserves: other information

Ttem 31/12/16 30/6/16
Legal reserve 87,102 86,720
Statutory reserve 1,289,550 1,233,655
Treasury shares 197,982 197,982
Others 3,504,160 3,174,372
Total 5,078,794 4,692,729
SECTION 16

Heading 210: Net equity attributable to minorities

16.1 Net equity attributable to minorities: composition

Name of company 31/12/16 30/6/16
1. SelmaBipiemme S.p.A. 91,769 89,202
2. Other minors 8 16
Total 91,777 89,218
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Other information

1. Guarantees and commitments

Operations 31/12/16 30/6/16
1) Financial guarantees given to 409,314 634,139
a) Banks 154,339 159,246

b) Customers 254,975 474,893
2) Commercial guarantees given to 860 295
a) Banks 851 286

b) Customers 9 9
3) Irrevocable commitments to disburse funds 6,057,728 9,408,106
a) Banks 77,488 76,687

i) usage certain 77,488 46,687

ii) usage uncertain — 30,000

b) Customers 5,980,240 9,331,419

i) usage certain 5,723,804 9,048,587

ii) usage uncertain 256,436 282,832

4) Commitments underlying credit derivatives protection sales ' 11,496,190 10,360.369
5) Assets formed as collateral for third-party obligations — —
6) Other commitments 1,857,966 2,362,873
Total 19,822,058 22,765,782

! Includes transactions fully matched by hedge buys (€6,373,967,000 and €5,694,003,000 respectively).
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5. Assets managed and traded on behalf of third parties

Type of service 31/12/16 30/6/16
1. Orders execution on behalf of customers 12,871,407 36,804,577
a) purchases 6,369,173 18,671,049
1. settled 6,327,321 18,550,202
2. unsettled 41,852 120,847
b) sales 6,502,234 18,133,528
1. settled 6,460,382 18,012,681
2. unsettled 41,852 120,847
2. Portfolio management 3,089,386 2,780,146
a) Individual 1,259,000 1,171,000
b) Collective 1,830,386 1,609,146
3. Custody and administration of securities 37,605,420 40,124,680
a) Third-party securities on deposits; relating to depositary banks
activities (excluding segregating accounts) 8,017,469 7,800,519
1. securities issued by companies included in area of consolidation 301,843 399,104
2. other securities 7,715,626 7,401,415
b) Third-party securities held in deposits (excluding segregating
accounts): other 10,192,202 8,347,820
1. securities issued by companies included in area of consolidation — 34
2. other securities 10,192,202 8,347,786
¢) securities of third deposited to third 9,198,360 10,713,138
d) property securities deposited to third 10,197,389 13,263,203

4. Other operations — _

Notes to the accounts | Part B - Notes to the consolidated balance sheet | 129



Part C - Notes to consolidated Profit and Loss account

SECTION 1

Headings 10 and 20: Net interest income

1.1 Interest and stmilar income: composition

Voices/Technical forms Debt Loans Other 6 mths ended 6 mths ended
securities transactions 31/12/16 31/12/15
1. Financial assets hedl for trading -
Cash instruments 16.814 299 — 17,113 31,755
2. Financial assets designated at fair value
through profit or loss — — — — —
3. Available for sale financial assets 45,250 — — 45,250 57,403
4. Held to maturity investments 22,826 — — 22,826 33,808
5. Loans and receivables with banks 262 12,790 —_ 13,052 25,629
6. Loans and receivables with customers 2,305 783,456 — 785,761 738,678
7. Hedging derivatives X X 75,273 75,273 77,986
8. Other assets X X 3.330 3,330 755
Total 87,457 796,545 78,603 962.605 966,014
1.2 Interest expense and similar charges: composition
Voices/Technical forms Debt Loans Other 6 mths ended 6 mths ended
securities transactions 31/12/16 31/12/15
1. Deposits from central banks (997) X — (997) (1,695)
2. Deposits from banks (10,755) X — (10,755) (21,305)
3. Deposits from customers (51.882) X — (51,882) (61,991)
4. Debt securities in issue X (261,185) — (261,185) (279,383)
5. Financial liabilities held for trading — — — — —
6. Financial liabilities at fair value
through profit or loss — — — — —
7. Other liabilities and fund X X (2,087) (2,087) 2)
8. Hedging derivatives X X — — —
Total (63,634) (261,185) (2,087) (326,9006) (364,376)
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SECTION 2

Headings 40 and 50: Net fee and commission income

2.1 Fee and commission income: composition

Services/Amounts 6 mths ended 31/12/16 6 mths ended 31/12/15
a) guarantees given 278 1,377
b)credit derivatives — —
c) management, brokerage and consultancy incomes: 103,088 108,106
1. securities trading 6,386 7.334
2. currency trading 42 —
3. portfolio management 11,819 4,651
3.1 individual 3,821 4,651

3.2 collective 7,998 —

4. custody and administration of securities 6,214 5,809
5. custodian bank — —
6. placement of securities 28.888 44.914
7. reception and transmission of orders 5,781 5,220
8. advisory services 3,689 —
8.1related to investments 3,689 —

8.2 related to financial structure — —

9. distribution of third parties services 40,269 40,178
9.1 portfolio management 11,436 11,166
9.1.1 individual 11,436 11,166

9.1.2 collective — —

9.2 insurance products 26,782 29,012

9.3 other products 2,051 —

d) collection and payment services 8,953 8,586
e) securitization servicing — —
f) factoring services 1,993 1.126
g) tax collection services — —
h) manaement of multilateral trading facilities — —
i) management of current accounts 2,062 1,136
j) other services 87,173 85,126
Total 203,547 205,457
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2.2 Fee and commission expense: composition

Services/Amounts 6 mths ended 31/12/16 6 mths ended 31/12/15
a) guarantees received (8) —
b) credit derivatives — —
¢) management, brokerage and consultancy services: (5,283) (5,238)
1. trading in financial instruments (3,313) (3,622)

2. currency trading — —
3. portfolio management — —
3.1 own portfolio — —

3.2 third parties portfolio — —

4. custody and administration securities (1,238) (1,395)

5. financial instruments placement (732) (221)
6. off-site distribution of financial instruments, products and services — —
d) collection and payment services (4,665) (4,351)
e) other services (28,171) (32,577)
Total (38,127) (42,166)

SECTION 3

Heading 70: Dividends and similar income

3.1 Dividends and similar income: composition

Items/Income 6 mths ended 31/12/16 6 mths ended 31/12/15
Dividends Incomes Dividends Incomes
from units in from units in
investment investment
funds funds
a) Financial assets held for trading 28,792 188 13,802 337
b) Available for sale financial assets 5,193 1,700 9,060 5,771
¢) Financial assets through profit or loss - other — — — —
d) Investments — X — X
Total 33,985 1,888 22,862 6,108
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SECTION 4

Heading 80: Net trading income

4.1 Net trading income: composition

Transaction/Income Unrealized Realized Unrealized Realized Net Profit
profit (A) profit (B) Josses (C) losses (D) (A+B)<(C+D)
1. Financial assets held for trading 179,921 109,483 (56,828) (45,888) 186,688
1.1 Debt securities 27,541 24,684 (25,490) (11,789) 14,946
1.2 Equity 148.269 83,693 (28,761) (33,741) 169,460
1.3 Units in investment funds 3,896 1,106 (2,577) (331) 2,094
1.4 Loans 215 — — (27) 188
1.5 Other — — — — —
2. Financial liabilities held for trading — — — — —
2.1 Debt securities — — — — —
2.2 Deposits — — — — —

2.3 Other — — — —

3. Financial assets and liabilities in foreign

currency: exchange differences X X X X (33,567)
4. Derivatives 1,867,376 1,283.959  (1.992.959) (1,328,560)  (150,996)
4.1 Financial derivatives 1735169 1154200 (1,857.919) (1,202.430)  (151,792)
- on debt securities and interest rates ' 932,787 522,891 (953,386) (535,143) (32,851)
- on equity securities and shares' indexes 802,382 601,796 (904,533) (667,287) (167,642)
- on currencies and gold X X X X 19,188
- other? — 29,513 — — 29,513
4.2 Credit derivatives 132,207 129,759 (135,040) (126,130) 796
Total 2,047,297 1,393,442  (2,049,787)  (1,374,448) 2,125

! Of which €7,770,000 in negative margins on interest rate derivatives (31/12/15: minus €582,000).

2 Equity swap contracts have been classified as equity derivatives.
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SECTION 5

Heading 90: Net hedging income (expense)

5.1 Net hedging income (expense): composition

Income elements/Amounts

6 mths ended 31/12/16

6 mths ended 31/12/15

A. Incomes from:

A.1 Fair value hedging instruments 95,351 109,697
A.2 Hedged asset items (in fair value hedge relationships) 16,851 8,974
A.3 Hedged liability items (in fair value hedge relationship) 278,887 60,450
A.4 Cash-flows hedging derivatives (including ineffectiveness of net
investment hedge) 5 3
A.5 Assets and liabilities denominated in currency (not derivative
hedging instruments) — —
Total gains on hedging activities (A) 391,094 185,124
B. Losses on:
B.1 Fair value hedging instruments (282,413) (76,108)
B.2 Hedged asset items (in fair value hedge relationships) (77,720) (7,024)
B.3 Hedged liability items (in fair value hedge relationship) (23,266) (98,705)
B.4 Cash-flows hedging derivatives (including ineffectiveness of net
investment hedge) (3] (3)
B.5 Assets and liabilities denominated in currency (not derivative
hedging instruments) — —
Total losses on hedging activities (B) (383,400) (181,840)
C. Net profit from hedging activities (A-B) 7,694 3,284
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SECTION 6

Heading 100: Gains (losses) on disposals/repurchases

6.1 Gains (losses) on disposals/repurchases: composition

Ttems/Income 6 mths ended 31/12/16 6 mths ended 31/12/15

Gains Losses Net profit Gains Losses Net profit

Financial assets

1. Loans and receivables
with banks — — — — — —
2. Loans and receivables
with customers 3,751 (1,072) 2,679 5,974 (3,605) 2,369
3. Financial assets
available for sale 150,178 (194) 149,984 99,194 (290) 98,904
3.1 Debt securities 28,523 (194) 28,329 6,700 (290) 6.410
3.2 Equity instruments 121.655 — 121,655 91.936 — 91,936
3.3 Units in investment funds — — — 558 — 558
3.4 Loans — — — — — —
4. Financial assets held
to maturity 3,946 — 3,946 1.845 (2) 1,843
Total assets 157,875 (1,266) 156,609 107,013 (3,897) 103,116

Financial liabilities

1. Deposits with banks — — — — — —
2. Deposits with customers — — — — — —
3. Debt securities in issue 134 (13.462) (13.328) — (2,883) (2,883)
Total liabilities 134 (13,462) (13,328) — (2.883) (2,883)
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SECTION 8

Heading 130: Adjustments for impairment

8.1 Adjustments for impairment on credits: composition

Transactions/Income Writedowns Writebacks 6 mths 6 mths
ended ended
Specific Portfolio Specific Portfolio 31/12/16  31/12/15
Writeoffs Other A B A B
A. Loans and receivables
with banks
- Loans — — (560) — — — — (560) (100)
- Debt receivables — — (2,176) — — — — (2,176) —
B. Loans and receivables
with customers
Deteriorated purchased
loans
- Loans (3,110)  (6,319) X —  9,327! X X (602) (5,184)
- Debt securities — — X — — X X — —
Other receivables
- Loans (27,020) (141,750)  (159,440) 2,222 62,447 11 81,715 (181,815) (217,719)
- Debt receivables — — (485) — — — — (485) 221
C. Total (30,130) (148,569)  (162,661) 2,222 71,774 11 81,715 (185,638) (222,782)

! Writebacks to non-performing items acquired include amounts collected in excess of the individual positions” book items.

Legend
A = interest

B = other amounts recovered.

8.2 Adjustments for impairment on AFS securities: composition

Transactions/Income Adjustments Reversals of impairment losses 6 mths ended 6 mths ended

Spocifc Spocifc 3112116 3112115

Writeoffs Other A B

A. Debt securities — — — — — —
B. Equity instruments — (1,678) X X (1,678) (10,265)
C. Units in investment funds — (51) X — (51) (1,656)
D. Loans to banks — — — — — —
E. Loans to customers — — — — — —
Total — (1.729) — — (1,729) (11,921)

Legend
A = interest

B = other amounts recovered
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8.3 Adjustments for impairment on financial assets held to maturity: composition

Transactions/Income ‘Writedowns Writebacks 6 mths 6 mths
. X ) N ended ended
Specific Portfolio Specific Portfolio 31/12/16 31/12/15
Writeoffs Other A B A B
A. Debt securities — — (5,763) — — — 157 (5,606) (769)
B. Loans to banks — — — — — — — — —
C. Loans to customers — — — — — — — — —
D. Total — — (5,763) — — — 157 (5,606) (769)
Legend
A = interest
B = other amounts recovered
8.4 Adjustments for impairment on other financial transactions: composition
Transactions/Income Writedowns Writebacks 6 mths 6 mths
ded ded
Specific Portfolio Specific Portfolio 3 l/i;lf() 311‘;;/;5
Writeoffs Other A B A B
A. Guarantees given — (120) (1) — — — 758 637 (205)
B. Credit derivatives — — — — — — — — —
C. Commitments to
disburse funds — (449) — — 120 — 6,188 5,859 (2,600)
D. Other transactions — — — — — — — — —
E. Total — (569) 1) — 120 — 6,946 6,496 (2,805)
Legend
A = interest

B = other amounts recovered
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SECTION 9

Heading 150: Net premium income

9.1 Net premium income: composition

Premium for insurance

Direct business Indirect business

6 mths ended

6 mths ended

31/12/16 31/12/15
A. Life business
A.1 Gross premiums written (+) — — — —
A.2 Reinsurance premiums paid (-) — X — —
A.3 Total — — — —
B. Non-life business
B.1 Gross premiums written (+) — 32,774 32,774 32,277
B.2 Reinsurance premiums paid (-) — X — —
B.3 Change in gross value of premium
reserve (+/-) — (7,379) (7,379) (9,908)
B.4 Change in provision for unearned
premiums ceded to reinsurers (+/-) — — — —
B.5 Total — 25,395 25,395 22,369
C. Total net premiums — 25,395 5,395 22,369

SECTION 10

Heading 160: Other net income (expense) on insurance operations

10.1 Other net income (expense) on insurance operations: composition

6 mths ended 31/12/16

6 mths ended 31/12/15

1. Net change in insurance provisions

2. Claims paid pertaining to the year (3,564, (4,474)
3. Other income and expense (net) from insurance business (3,555) (3,169)
Total (7,119) (7,643)
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10.3 Breakdown of sub-heading “Claims paid pertaining to the year”

Changes for claims 6 mths ended 31/12/16 6 mths ended 31/12/15

Life-business: expense related to claims, net of reinsurers' portion

A. Amounts paid out — —
A.1 Gross annual amount — —
A.2 Amount attributable to reinsurers — —

B. Change in reserve for amount payable — —
B.1 Gross annual amount — —

B.2 Amount attributable to reinsurers — _

Total life-business claims — —

Non-life business: expense related to claims, net of amounts recovered
from reinsurers

C. Claims paid (3,339) (4,453)
C.1 Gross annual amount (3,339) (4,453)
C.2 Amount attributable to reinsurers — —

D. Change in recoveries net of reinsurers portion — —

E. Change in claims reserves (225) (21)
E.1 Gross annual amount (225) (21)
E.2 Amount attributable to reinsurers — —

Total non-life business claims (3,564, (4,474)
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SECTION 11

Heading 180: Administrative expenses

11.1 Personnel cost: composition

Type of expense/Amounts

6 mths ended 31/12/16 6 mths ended 31/12/15

1) Employees' (227,043) (201,929)
a) wages and salaries (161,693) (143,973)

b) social security contributions (38,998) (36,124)

¢) Severance pay (only for Italian legal entities) (2,817) (2,898)

d) social security costs — —

e) allocation to employees severance pay provision (2,966) (2,060)

f) provision for retirement and similar provisions — —

- defined contribution — —

- defined benefits — —

g) payments to external pension funds (6,696) (6,633)

- defined contribution (6,696) (6,633)

- defined benefits — —

h) expenses resulting from share-based payments (4,269) (3,928)

i) other employees' benefits (9,604, (6,313)

2) Other staff (2,278) (2,144)
3) Directors and Statutory Auditors (4.250) (4,134)
4) Early retirement costs (2,007) (1,505)
Total (235,578) (209,712)

! Includes €4.5m in respect of former Barclays’ staff.

11.2 Average number of staff by category

6 mths ended 31/12/16 6 mths ended 31/12/15

Employees:

a) Senior executives 285 254
b) Executives 1,556 1,341
¢) Other employees 2,416 2,249
Other staff 182 173
Total 4,439 4,017
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11.5 Other administrative expenses: composition

6 mths ended 31/12/16

6 mths ended 31/12/15

OTHER ADMINISTRATIVE EXPENSES

- legal, tax and professional services (49,316) (21,393)
- loan recovery activity (25,707) (26,037)
- marketing and communications (26,852) (22,611)
- property (24,193) (18,346)
- EDP (35,179) (30,289)
- info-provider (16,033) (14,971)
- bank charges, collection and payment fees (8,925) (9,058)
- operaling expenses (37,981) (24,726)
- other staff expenses (10,875) (11,199)
- other costs ! (64,243) (71,860)
- indirect and other taxes (21,546) (29,078)
Total other administrative expenses (320,850) (279,568)

! Includes a €49.600,000 one-off contribution to the Single Resolution Fund in connection with the rescue of the four “good” banks.

SECTION 12

Heading 190: Net transfers to provisions

12.1 Net transfers to provisions: composition

6 mths ended 31/12/16

6 mths ended 31/12/15

Net transfers to provisions for risks and charges - legal expenses (134) (630)
Net transfers to provisions for risks and charges - promotional commitment — —
Net transfers to provisions for risks and charges - certain or probable

exposures or commitments ' (26,610) (446)
Total transfers to provisions for risks and charges (26,744) (1,076)

! Includes the effect of discounting such items.
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SECTION 13

Heading 200: Net adjustments to tangible assets

13.1 Net adjustments to tangible assets: composition

Assets/Income Depreciation Impairment losses  Write - backs Net result
(@) (b) () (ath+c)
A. Property, equipment and investment
properties
A.1 Owned (8,737) — — (8,737)
- For operational use (7,828) — — (7,828)
- For investment (909) — — (909)
A.2 Acquired through finance lease — — — —
- For operational use — — — —
- For investment — — — —
Total 8.737) — — 8.737)
SECTION 14
Heading 210: Net adjustments to intangible assets
14.1 Net adjustments to intangible assets: composition
Asset/Income Depreciation Impairment losses  Write - backs Net result
(@) (b) () (@+b-¢)
A. Intangible assets
A.1 Owned (12,503) — — (12,503)
- Software (3,433) — — (3,433)
- Other (9,070) — — (9,070)
A.2 Acquired through finance lease — — — —
Total (12,503) — — (12,503)
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SECTION 15

Heading 220: Other operating income (expense)

15.1 Other operating expenses: composition

Income-based components/Values 6 mths ended 31/12/16 6 mths ended 31/12/15
a) Leasing activity (7,332) (8,358)
b) Sundry costs and expenses ' (145,117) (1,923)
Total (152,449) (10,281)

! Of which €141,690,000 in charges relating to the purchase price allocation process for the Barclays Italy business unit.

15.2 Other operating income: composition

Income-based components/Values 6 mths ended 31/12/16 6 mths ended 31/12/15
a) Amounts received from customers 19,987 19,756
b) Leasing activity 6,211 7,459
¢) Other income' 285,725 50,060
Total 311,923 77,275

! Of which €240,000,000 in badwill collected under the terms of the Barclays Italy acquisition.

Notes to the accounts | Part C - Notes to the consolidated profit and loss account | 143



SECTION 16

Heading 240: Gains (losses) on

16.1 Gains (losses) on equity investments:

equity investments

composition

Income/Value

6 mths ended 31/12/16

6 mths ended 31/12/15

1) Joint venture
A.Incomes
1. Revaluation
2. Gains on disposal
3. Writebacks
4. Other gains

==}

. Expenses

1. Writedowns

2. Impairment losses
3. Losses on disposal

4. Other expenses

1,496
1,496

Net profit

1,496

2) Companies subject to significant influence

A.Incomes
1. Revaluation
2. Gains on disposal
3. Writebacks
4. Other gains
B. Expenses
1. Writedowns
2. Impairment losses
3. Losses on disposal

4. Other expenses

134,731
134,731

(364)

(364)

138,750
138,750

Net profit

134,367

138,750

Total

135,863

138,750

144 | Interim Report for the six months ended 31 December 2016



SECTION 19

Heading 270: Net gains (loss) upon disposal of investments

19.1 Net gain (loss) upon disposal of investments: composition

Income/Value 6 mths ended 31/12/16 6 mths ended 31/12/15
A. Assets 8 —
- Gains on disposal — —
- Losses on disposal 8 —
B. Other assets — 1)
- Gains on disposal — —
- Losses on disposal — @
C. Equity investments 1 —
- Gains on disposal 1 —
- Losses on disposal 2) —
Net result 7 (1)

SECTION 20

Heading 290: Income tax on ordinary activities

20.1 Income tax on ordinary activities: composition

Income components/Sectors 6 mths ended 31/12/16 6 mths ended 31/12/15
1. Current tax expense (-) (57,477) (46,453)
2. Changes of current tax expense of previous years (+/-) 55 (9,467)
3. Reduction in current tax expense for the period (+) — —
3.bis Reductions in current tax expense for the period due to tax credit

related to L. 214/2011 (+) — 1,252
4. Changes of deferred tax assets (+-) (33,264) (2,713)
5. Changes of deferred tax liabilities (-) (2,169) 215
6. Tax expense for the year (-) (-1+/-2+3+3bis+/-4+/-5) (92,855) (57,166)
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SECTION 22

Heading 330: Profit (loss) for the period attributable to minorities

22.1 Breakdown of heading 330 “Profit (loss) for the period attributable to minorities”

Company name 6 mths ended 31/12/16

6 mths ended 31/12/15

1. SelmaBipiemme S.p.A. 1,738 1,043
2. Teleleasing S.p.A. (merged into Selma BPM) — 965
3. Others 9) —
Total 1,729 2,008

SECTION 24

Earnings per share

24.1 Average number of ordinary shares on a diluted basts

6 mths ended 31/12/16

6 mths ended 31/12/15

Net profit 418,239
Avg. no. of shares in issue 850,101,368
Avg. no. if potentially diluted shares 19,664,170
Avg. no. of diluted shares 869,765,538
Earnings per share 0.49
Earnings per share, diluted 0.48

321,105
847,953,237
34,559,551
882,512,788
0.38

0.36
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Part E - Information on risks and related hedging policies
SECTION 1

Banking Group Risks

1.1 CREDIT RISK

QUALITATIVE INFORMATION

Description of risk governance organization

The Mediobanca Group has equipped itself with a risk governance and
control system which is structured across a variety of organizational units
involved in the process, with a view to ensuring that all relevant risks to which
the Group is or might be exposed are managed effectively, and at the same
time guaranteeing that all forms of operations are consistent with their own
propensity to risk.

The Board of Directors, in view in particular of its role of strategic
supervision, is responsible for approving strategic guidelines and directions of
the risk appetite framework (RAF), business and financial plans, budgets, and
risk management and internal control policies, and the recovery plan drawn
up in accordance with the provisions contained in the Bank Recovery and

Resolution Directive (Directive 2014/59/EU).

The Executive Committee is responsible for the ordinary management of
the Bank and for co-ordination and management of the Group companies,
without prejudice to the matters for which the Board of Directors has sole
jurisdiction.

The Risks committee assists the Board of Directors in performing duties of
monitoring and instruction in respect of the internal controls, risk management,
and accounting and IT systems.

The Statutory Audit Committee supervises the risk management and
control system as defined by the RAF and the internal controls system
generally, assessing the effectiveness of the structures and units involved in
the process and co-ordinating them.
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Within the framework of the risk governance system implemented by
Mediobanca S.p.A., the following committees have specific responsibilities in
the processes of taking, managing, measuring and controlling risks: the Group
Risk Management committee, with powers of consultation on matters of credit,
issuer, operational and conduct risk, and executive powers on market risks;
Lending and Underwriting committee, with executive powers for matters of
credit, issuer and conduct risk; Group ALM committee and Operational ALM
committee, for monitoring the Group’s ALM risk-taking and management
policy (treasury and funding) and approving the methodologies for measuring
exposure to liquidity and interest rate risk and the internal fund transfer rate;
the Investments committee for equity investments owned and banking book
equities; the New Operations committee, for prior analysis of new operations
and the possibility of entering new sectors, new products and the related
pricing models; and the Operational risks committee, for management of
operational risks in terms of monitoring risk profiles and defining mitigation
actions.

Although risk management is the responsibility of each individual business
unit, the Risk Management unit presides over the functioning of the Bank’s
risk system, defining the appropriate global methodologies for measuring
risks, current and future, in conformity with the regulatory requirements
in force as well as the Bank’s own operating choices identified in the RAF,
monitoring risks and ascertaining that the various limits established for the
various business lines are complied with. The risk management process,
which is supervised by the Chief Risk Officer, reporting directly to the Chief
Executive Officer, is implemented by the following units: i) Enterprise Risk
Management, which helps to develop risk management policies at Group
level, and is responsible for integrated Group risks and RAF and Recovery
Plan indicators monitoring, ICAAP reporting and internal risk measurement
model validation; ii) Credit Risk Management, responsible for credit risk
analysis, assigning internal ratings to counterparties and the loss-given default
indicator (LGD); iii) Market and Liquidity Risk Management, which monitors
market, counterparty, liquidity and interest rate risk on the banking book;
iv) Quantitative Risk Methodologies, responsible for developing quantitative
analysis and credit and market risk management methodologies; v) and
Operational Risk Management, responsible for developing and maintaining
the systems for measuring and managing operational risks.
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Establishment of risk propensity and process for managing relevant
risks

In the process of defining its Risk Appetite Framework (“RAF”), Mediobanca
has established the level of risk (overall and by individual type) which it intends
to assume in order to pursue its own strategic objectives, and identified the
metrics to be monitored and the relevant tolerance thresholds and risk limits.

Based on its operations and the markets in which it operates, the Mediobanca
Group has identified the relevant risks to be submitted to specific assessment in
the course of the reporting for the ICAAP (Internal Capital Adequacy Assessment
Process), in accordance with the Bank of Italy instructions contained in circular
no. 285 issued on 17 December 2013, “Supervisory instructions for banks”
as amended (“Circular 285”), appraising its own capital adequacy from both
a present and future perspective which takes into account the strategies and
development of the reference scenario.

Credit risk

While adopting the standardized methodology defined by the supervisory
provisions in force for calculating regulatory capital, the Group has also internal
rating models for operating purposes for the following customer segments:
Banks, Insurances, Corporates (customers mostly targeted by Mediobanca
S.p.A.), Mid-corporate and Small businesses (customers targeted mostly by the
leasing companies), and Private individuals (targeted by Compass for consumer
credit, CheBanca! for mortgage lending, and Creditech for instalment factoring
business).

In accordance with Bank of Italy circular no. 272, Mediobanca has adopted
the new definitions of non-performing credit exposures, now subdivided into
three separate categories: non-performing, probable default and past due, plus
the category of exposures subject to various kinds of tolerance measures, known
as “forborne” exposures, applied to any asset (i.e. performing or non-performing).

In particular, forborne exposures are defined as debt contracts in which
concessions have been granted to a borrower which is in, or is shortly to find
itself in, a situation where it is unable to meet its financial commitments (referred
to as “financial difficulties”).
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For an asset to be classified as forborne, the Group assesses whether,
following possible amendments to the contract favourable to the client (typically
rescheduling expiry dates, suspending payments, refinancings or waivers
to covenants), a situation of difficulty arises as a result of the accumulation,
actual or potential (in the latter case if the concessions are not granted) of more
than thirty days past due. Assessment of the borrower’s financial difficulties is
based primarily on individual analysis carried out as part of corporate banking
and leasing business, or alternatively, on certain predefined conditions being
recorded in consumer credit activities (e.g. the number of times overdue
instalments have had to be queued) and mortgage lending (e.g. whether the
borrower has been made unemployed, cases of serious illness and/or divorce
and separation).

Corporate lending (Mediobanca)

The Group’s internal system for managing, evaluating and controlling
credit risk reflects its traditional policy based on a prudent and highly selective
approach. Lending decisions are based on individual analysis, which builds on
adequate and often extensive knowledge of the borrower’s business, assets and
management, as well as the macro-economic framework in which it operates.
At the analysis stage, all relevant documentation is obtained to be order to
appraise the borrower’s credit standing and define the appropriate remuneration
for the risk being assumed. The analysis also includes an assessment of the
duration and amount of the loans being applied for, the provision of appropriate
guarantees, and the use of covenants in order to prevent deteriorations in the
counterparty’s credit rating.

With reference to the correct application of credit risk mitigation techniques,
specific activities are implemented to define and meet all the requirements to
ensure that the real and personal guarantees have the maximum mitigating
effects on the exposures, inter alia to obtain a positive impact on the Bank’s
capital ratios.

For the assumption of credit risk, all counterparties must be analysed
and assigned an internal rating by the Risk Management on the basis of
internal models, taking into account the specific quantitative and qualitative
characteristics of the counterparty concerned. Proposed transactions are also
subject to the application of loss-given default (LGD) models where appropriate.
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Loans originated by the business divisions are assessed by the Risk
Management unit and regulated in accordance with the powers deliberated
and the policy for managing most significant transactions, through the different
operating levels. If successful, the applications are submitted for approval to the
Lending & Underwriting Committee or the Executive Committee, depending on
the nature of the counterparty, the Probability of Default (PD) and Loss Given
Default (LGD) indicators, and the amount of finance required.

The Credit Risk Management unit carries out a review of the ratings
assigned to the counterparties at least once a year. Approved loans must also
be confirmed by the approving body at least the same intervals, in accordance
with the limits established by the Executive Committee’s resolution in respect
of operating powers.

Any deterioration in the risk profile of either the loan or the borrower’s
rating is brought swiftly to the attention of the management and the committees’
referred to above.

In terms of monitoring the performance of individual credit exposures,
Mediobanca adopts an early warning methodology to identify a list of
counterparties (known as the “watchlist”) requiring indepth analysis on account
of their potential or manifest weaknesses. The exposures identified are then
classified by level of alert (green, amber or red for performing accounts, black
for non-performing items) and are reviewed regularly to identify the most
appropriate mitigation actions to be taken. The watchlist also includes all
forborne positions, which are therefore subject to specific monitoring.

Leasing

Individual applications are processed using similar methods to those
described above for corporate banking. Applications for leases below a
predetermined limit received via banks with which Mediobanca has agreements
in place are approved by the banks themselves, against written guarantees from
them covering a portion of the risk.

Applications for smaller amounts are approved using a credit scoring system

developed on the basis of historical series of data, tailored to both asset type and
the counterparty’s legal status (type of company).
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Sub-standard accounts are managed in a variety of ways which prioritize
either recovery of the amount owed or the asset under lease, according to the
specific risk profile of the account concerned. All non-performing accounts are
tested analytically to establish the relative estimated loss against the value of
the security provided taken from the results of valuations updated regularly
and revised downwards on a prudential basis, and/or any other form of real
guarantees issued. Other performing accounts are measured individually on the
basis of statistics according to internal ratings and distinguished by their degree
of riskiness. Accounts which are classified as forborne (performing and non-
performing) and entered in the watchlist are subject to regular monitoring by the
relevant company units.

Consumer credit (Compass)

Applications for finance are approved on the basis of a credit scoring system
tailored to individual products. The scoring grids have been developed from
internal historical series, enhanced by data provided by central credit bureaux.
Points of sale are linked electronically to the company’s headquarters, in
order to ensure that applications and credit scoring results are processed and
transmitted swiftly. Applications for finance above a certain limit are approved
by the relevant bodies at headquarters, in accordance with the authorization
levels established by the companies’ Boards of Directors.

From the first instance of non-payment, accounts are managed using the
entire range of recovery procedures, including postal and telephone reminders,
external recovery agents, or legal recovery action). After six unpaid instalments
(or four unpaid instalments in particular cases, such as credit cards), accounts
are held to be officially in default, and the client is deemed to have lapsed
from the time benefit allowed under Article 1186 of the Italian Civil Code.
As from the six months after such lapse has been ascertained, accounts for
which legal action has been ruled out on the grounds of being uneconomic are
sold via competitive procedures to factoring companies (including Creditech),
for a percentage of the value of the principal outstanding, which reflects their
estimated realizable value.

Provisioning is determined collectively on the basis of historical PD

(probability of default) and LGD (loss-given default) values distinguished by
product and state of impairment. Probability of default in particular is calculated
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over a time horizon of 12 months and calibrated based on the trend of the last three
years. The LGD values are based on data for amounts recovered and written off in
the last five years. To calculate the provisions for the performing portfolio, losses
defined as “incurred but not reported” are quantified by using the internal models
which assign a PD value for each specific rating class on the basis of data obtained
and repayment behaviour (including any forbearance) measures.

Factoring (Creditech)

Factoring includes both traditional factoring (loans with very short-term
disbursements, often backed by insurance cover) and non-recourse factoring
(acquiring loans from the seller to be repaid via monthly instalments by the
original borrower, who in virtually all cases is a retail customer).

For traditional factoring, the internal units appraise the solvency of the
sellers and the original borrowers via individual analysis using methodologies
similar to those adopted for corporate lending, whereas for non-recourse
factoring the acquisition price is calculated following due sample-based or
statistical analysis of the accounts being sold, and takes into consideration the
projected recoveries, changes and margins.

Provisioning for instalment leasing is determined collectively on the basis
of historical PD (probability of default) and LGD (loss-given default) values
distinguished according to the ageing of the receivables. Probability of default
in particular is calculated over a time horizon of less than a year, corresponding
to the emergence period for hidden losses which is currently nine months and
calibrated based on the trend of the last fifteen months, beyond which the
indicator loses significance. The LGD values are based on data for amounts
collected in the last three years.

Mortgage lending (CheBanca!)

Mortgage applications are processed and approved centrally at head office.
The applications are approved, using an internal rating model, based on individual
appraisal of the applicant’s income and maximum borrowing levels, as well as the
value of the property itself. Risks are monitored on a monthly basis, ensuring the
company’s loan book is regularly assessed.
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Properties established as collateral are subject to a statistical revaluation
process which is carried out once a quarter. If the review shows a significant
reduction in the value of the property, a new valuation is carried out by an
independent expert.

Accounts, both regular and irregular, are monitored through a reporting
system which allows system operators to monitor the trend in the asset quality
and, with the help of the appropriate indicators, to enter risk positions, to ensure
that the necessary corrective action can be taken versus the credit policies.

Non-performing accounts are managed, for out-of-court credit recovery
procedures, by a dedicated organizational structure with the help of external
collectors. In cases where a borrower becomes in solvent (or in fundamentally
similar situations), the unavoidable property enforcement procedures are
initiated through external lawyer. Procedurally mortgage loans with four or more
unpaid instalments (not necessarily consecutive) are designated as probable
default accounts, and generally after the tenth unpaid instalment become non-
performing.

Exposures for which concessions have been granted are defined as forborne
exposures, i.e. exposures subject to tolerance measures, performing or non-
performing for which the Bank grants amendments to the original terms and
conditions of the contract in the event of the borrower finding itself in a state
(proven or assumed) of financial difficulty, by virtue of which it is considered to
be unlikely to be able to meet its borrowing obligations fully or regularly.

Provisioning is determined analytically for non-performing items and
collectively for probable default, other overdue and performing accounts. For
the analytical provisions for the non-performing items, account is taken of the
official valuations of the assets (deflated on a prudential basis), timescales and
recovery costs. For the performing accounts in the Italian loan book, the Bank
uses risk parameters (PD and LGD), which are estimated via the internal rating
model, to determine the collective risk provisions, distinguished in order to
take into account any indicators of previous difficulties (including forbearance
measures).
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QUANTITATIVE INFORMATION

A. Credit quality

A.1 Impaired and performing accounts: amounts, value adjustments, trends,
segmentation by performance and geography

A.1.1 Credit exposures by portfolio and credit quality (book value)

Asset portfolio/quality Bad loans Unlikely Overdue Other Other Total
to pay exposures exposures (non exposures
(NPLs)  performing) ' (performing)
1. AFS securities — — 6,025,680 6,025,680
2. Financial assets held to maturity — — — — 2,058,102 2,058,102
3. Due from banks — — — — 6,390,559 6,390,559
4. Due from customers 245,183 715,983 56,280 383,201 39,115,263 40,515,910
5. Financial assets recognized

at fair value — — — — _ _
6. Financial assets being sold — — — — — _
Total 31/12/16 245,183 715,983 56,280 383,201 53,589,604 54,990,251
Total 30/6/16 255,919 710,651 53,632 343,592 52,110,695 53,474,489

! Regards the net exposure to unpaid instalments (totalling €30.3m), of which €92.5m is attributable to leasing (4.2% of the performing loans in
this segment), €91.9m to consumer credit (0.8%), and €147.6m to CheBanca! mortgage loans (2%). Gross exposures being renegotiated under the
terms of collective agreements amount to €43.6m, virtually all of which attributable to mortgage loans granted by CheBanca!

A.1.2 Credit exposures by portfolio/credit quality (gross/net values)

Asset portfolio/quality Non-performing loans Performing loans Total
Gross  Individual Net Gross Collective Net cxpos::(l‘
exposure adjustments exposure exposure adjustments exposure
1. AFS securities — — — 6,025,680 — 6,025,680 6,025,680
2. Financial assets held to
maturity — — — 2,078,321 (20,219) 2,058,102 2,058,102
3. Due from banks — — — 6,395,127 (4,568) 6,390,559 6,390,559
4. Due from customers 2,149,557 (1,132,111) 1,017,446 39,898,080  (399,616) 39,498,464 40,515,910
5. Financial assets recognized

at fair value — — — X X — —
6. Financial assets being sold — — — — — — —
Total 31/12/16 2,149,557 (1,132,111) 1,017,446 54,397,208  (424,403) 53,972,805 54,990,251
Total 30/6/16 2,143,566 (1,123,364) 1,020,202 52,791,315  (337,028) 52,454,287 53,474,489
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Portfolio/quality Assets with obviously poor credit quality Other assets

Accumulated Net exposure Net exposure

losses
1. Financial assets held for trading — 9,499 7,827,470
2. Hedge derivatives — — 668,382
Total 31/12/16 — 9.499 8,495,852
Total 30/6/16 — 9,562 9,094,109

Information on sovereign debt exposures

A.1.2.a Exposures to sovereign debt securities by state, counterparty and portfolio*

Portfolio/quality Non performing loans Performing Total
net
Gross  Individual  Collective Net Gross  Collective Net exposure !

exposure adjustments adjustments exposure exposure adjustments exposure

1. Financial assets

held for trading — — — — X X (200,784) (200,784,
Ttaly — — — — X X 109,764 109,764
Germany _ _ — — X X (83342)  (83.342)
France — — — — X X (240,947) (240,947)
Others — — — — X X 13,741 13,741
2. AFS securities — — — 4602727 4602727 4.602.727
Ttaly — — — — 3,129,484 — 3,129,484 3,129,484
Germany — — — — 791.416 — 791416 791.416
France — — — — 375,455 — 375455 375455
United States —_ — - - 292,975 —_ 292,975 292,975
Others — — — — 13,397 — 13,397 13,397
3. Financial assets
held to maturity — — — — 1,309,709 — 1,309,709 1,309,709
Ttaly — — — — 901,139 — 901,139 901,139
France — — — — 254,005 — 254,005 254,005
Spain — — — — 103,152 — 103,152 103,152
Germany — — — — 50,611 — 50,611 50,611
Others — — — — 802 — 802 802
Total 31/12/16 — — — — 5912436 — 5,711,652 5,711,652

* Does not include financial or credit derivatives.

! The net exposure includes positions in securities (long and short) recognized at fair value (including the outstanding accrual) except for assets
held to maturity which are stated at amortized cost, the implied fair value of which is €34.1m.
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A.1.2.b Exposures to sovereign debt securities by portfolio

Portfolio/quality Trading Book ! Banking Book >

Nominal Book value  Duration Nominal  Book value Fair value  Duration

value value

Ttaly 119,996 109,764 2,18 3,887,746 4,030,623 4,047,134 2,27
Germany (81,099) (83,342) 2,56 775,000 842,027 842,733 5,56
France (200,000) (240,947) 4,32 619,374 629,460 632,079 3,53
United States — — . 303,577 292,975 292,975 5,87
Spain — — — 105,000 108,343 109,511 4,06
Others (242,763) 13,741 — 18,481 9,008 22,088 —
Total 31/12/16 (403,866) (200,784) 5,709,178 5,912,436 5,946,520

! Does not include sales of €27.7m on Bund/Bobl/Schatz futures (Germany), with a fair value of minus €0.2m; or sales of €34.5m on the Treasury
future (United States, with a fair value of €0.01m), and sales of €64.6m on the BPT future (Italy) with a fair value of minus €0.9m. Net hedge buys
of €207m (€200m of which on France country risk and €7m on Italy country risk) have also not been included.

2 Item does not include Greek GDP-linkers securities in a notional amount of €127m recorded at a fair value of €0.3m.

A.1.3 Banking Group - Cash and off-balance-sheet exposures to banks: gross/net values

and overdue classes

Type of exposure/asset Gross exposure Individual Collective Net
adjustments  adjustments exposure
Non-performing loans Performing
loans
Up to three  From three From six More than
months 10 six months to one year
months one year
A. CASH EXPOSURES
a) Bad loans — — — — X — X —
- of which: forborne exposures — — — — X — X —
b) Unlikely to pay — — — X — X —
- of which: forborne exposures — — — X — X —
¢) Overdue exposures (NPLs) — — — X — X —
- of which: forborne exposures — — — — X — X —
d) Overdue exposures
(performing) X X X X — X — —
- of which: forborne exposures X X X X — X — —
¢) Other exposures (performing) X X X X 8,018,068 X (6,734) 8,011,334
- of which: forborne exposures X X X X — X — —
Total A — — — 8,018,008 — (6.734) 8,011,334
B. OFF-BALANCE-SHEET
EXPOSURES
a) Non-performing — — — X — X —
b) Performing X X X X 25,815,969 X (185) 25,815,784
Total B — — — — 25,815,969 — (185) 25,815,784
Total (A+B) — — — — 33,834,037 — (6,919) 33,827,118
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A.1.6 Banking Group - Cash and off-balance-sheet exposures to customers: gross/net

values and overdue classes *

Type of exposure/asset Gross exposure Individual ~ Collective Net
adjustments adjustments exposure
Non-performing loans Performing
loans
Up to From From six More
three three to months than
months  six months  to one year one year
A. CASH EXPOSURES
a) Bad loans 17,299 568 11,247 586,806 X (370,737) X 245,183
- of which: forborne exposures 5,115 215 2,377 76,669 X (68,434) X 15,942
b) Unlikely to pay 731424 72,823 362,006 215,898 X (666,828) X 715,983
- of which: forborne exposures 706,638 29,436 228,148 112,820 X (504,908) X 572,134
¢) Overdue exposures
(NPLs) 8,091 119,094 13,515 10,126 X (94,546) X 56,280
- of which: forborne exposures 549 34,051 167 70 X (26,544) X 8,293
d) Overdue exposures
(performing) X X X X 450,761 X (67,560) 383,201
- of which: forborne exposures X X X X 101,544 X (21,521) 80,023
) Other exposures
(performing) X X X X 49,434,324 X (350,109) 49,084,215
- of which: forborne exposures X X X X 651,381 X (44,291) 607,090
TOTAL A 756,814 192,485 387,428 812,830 49,885,085 (1,132,111) (417,669) 50,484,862
B. OFF-BALANCE-SHEET
EXPOSURES
a) Non-performing 13,106 — — — X (2,571) X 10,535
b) Performing X X X X 17,939,996 X (8,132) 17,931,864
TOTAL B 13,106 — — — 17,939,996 (2,571)  (8,132) 17,942,399
TOTAL (A+B) 769,920 192,485 387,428 812,830 67,825,081 (1,134.,682) (425.801) 68,427,261

*The acquisition of Barclays Italy operations contribute for €2.3bn, of which €2.2bn of in bonis exposures, €36.3m of performing overdue
exposures, €5m of overdue exposures (NPLs) and €22m of unlikely to pay exposures.

The non-performing items include €76.7m attributable to Creditech, i.e.

acquisitions of non-performing loans with a nominal value of €2bn. Of these

items, €13.8m (with a nominal book value of €627m) involve assets acquired

over time from other Group companies, mostly those involved in consumer

credit activities.
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A.1.7 Banking Group - Cash exposures to customers: trends in gross impaired positions

Deseriptions/categories Bad loans Unlikely to pay Overdue exposures

(NPLs)

A. Gross exposure at start of period 624,533 1,373,945 145,088

- of which: exposures sold but not derecognized 2,222 31,333 28,930

B. Additions 132,034 287,888 214,657

B.1 transferred from performing exposures 2,165 64,399 183,119

B.2 transferred from other categories

of non-performing exposure 106,693 163,126 12,386

B.3 other additions 23,176 60,363 19,152

C. Reductions 140,647 279,022 208,919

C.1 transferred to performing exposures 982 40,031 13,653

C.2 writeoffs 24,565 4,701 567

C.3 collections 42,455 65,228 21,886

C.4 amounts realized on disposals 6,416 3,176 1,007

C.5 losses incurred on disposals 59,477 34,057 4,072
C.6 transferred to other categories of non-

performing exposure 1,139 114,735 166,330

C.7 other reductions 5,013 17,094 1,404

D. Gross exposure at end of period 615,920 1,382,811 150.826

- of which: exposures sold but not derecognized 9,822 68,935 35,992

A.1.8 Banking Group - Cash exposures to non-performing customers:
trends in collective value adjustments

Descriptions/categories Bad loans Unlikely to pay Overdue exposures
(NPLs)
A. Overall adjustments at start of period 368,614 663,294 91,456
- of which: exposures sold but not
derecognized 1,966 21,826 22,535
B. Additions 148,846 248,244 158,432
B.1 value adjustments 24,593 63,983 59,418
B.2 losses incurred on disposals 59,477 34,057 4,072
B.3 transferred from other categories
of non-performing exposure 63,776 62,614 4,571
B.4 other additions 1,000 87,590 90,371
C. Reductions 146,723 244,710 155,342
C.1 amounts reversed following changes
in valuation 7,539 23,248 2,387
C.2 amounts reversed following collections 4,807 5,093 1,169
C.3 gains realized on disposals 2,929 988 887
C.4 writeoffs 61,645 37,581 2,362
C.5 transferred to other categories
of non-performing exposure 403 65,414 65,144
C.6 other reductions 69,400 112,386 83,393
D. Overall adjustments at end of period 370,737 600,828 94,546
- of which: exposures sold but not
derecognized 9.307 52,334 27,818
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As at 31 December 2016 net non-performing loans classified as “forborne”
amounted to €596m, or 1.47% of total customer loans, with a coverage ratio
of 50%; while performing forborne positions amounted to €687m (1.7% of
customer loans), with a coverage ratio of 9%.

B.4a Credit risk indicators

31/12/16 30/6/16
a) Gross bad loans/total loans 1.33% 1.39%
b) NPLs/cash exposures 3.91% 4.01%
¢) Net bad loans/regulatory capital 2.90% 3.11%
B.4b Large risks

31/12/16 30/6/16
a) Book value 9,990,426 7,302,743
b) Weighted value 6,253,831 5,297,734
¢) No. of exposures 6 6

C. Securitization

C.1 Securitization
QUALITATIVE INFORMATION

The Group’s portfolio of securities deriving from securitizations by other issuers
totalled €260.6m, higher than last year (€204.5m), following purchases of €111.8m
which were partly offset by sales and repayments totalling €55.3m.

The portfolio is concentrated in the banking book (AFS and HTM) and senior-
ranking securities (approx. 86%); there are seven mezzanine issues carried at €36.2m
and one junior-ranking security carried at €0.9m. The majority of the securities have
external ratings, and around half are eligible for refinancing transactions with the
FEuropean Central Bank.

The fair value of the securities held for trading, calculated based on prices
supplied by info-providers, increased very slightly, by €0.1m. Securities held to
maturity (€203.3m), for which internal valuation models have been used as well,
reflect a notional gain of €2.4m.
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The Group’s portfolio remains concentrated on senior tranches of domestic
stocks backed by mortgages (€60.9m) and state-owned properties (€66.2m). Most
of the other exposures involve senior securities with non-performing loans as the
underlying instrument (€73.4m). There is also a single synthetic security carried at

€22.4m.

Mediobanca has invested €12m in Cairmn lLoan Investments LLP (CLI), a
CLO investment manager operating under the Cairn brand which invests in the
junior tranches of the CLOs which it manages, and €50m in the Cairn European
Commercial Mortgage Fund, which has tranches of EU mortgage securitizations
among its underlying instruments.

QUANTITATIVE INFORMATION

C.2 Banking Group - Exposures deriving from principal third-party securitizations by
underlying asset and type of exposure

Type of securitized Cash exposure
assets/Exposure

Senior Mezzanine Junior

Book value Writedowns/  Book value Writedowns/  Book value Writedowns/

writebacks writebacks writebacks
A. Mortgage loans on properties 127,192 58 6,994 39 918 23
B. Other receivables 95,988 — 21,214 — — —
C. Collateralized Loan Obligation 304 — 8,001 (6) — —
Total 31/12/16 223,484 58 36,209 33 918 23
Total 30/6/16 179.353 166 24,229 (647) 894 (15)

C.5 Banking Group - Servicing activity — own securitizations: collections of securitized
receivables and redemptions of securities issued by SPVs

Servicer  Vehicle Securitized assets  Receivables collected Percentage share of securities
company (31/12/16) during the year repaid (31/12/16)
Non  Performing Non Performing Senior Mezzanine Junior
formi formi
perorii perioriitg Non  Performing Non  Performing Non  Performing
performing performing performing

Futuro  Quarzo CQS 7,860 535,052 3,609 106,560 — 39.43% — — — —
Compass Quarzo 105,985 5,245,034 1,951 1,628,763 — — — — — —
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D. Disclosure on structured entities

In accordance with the provisions of IFRS 12, the Group treats the companies
it sets up in order to achieve a limited or well-defined objective, which are
regulated by contractual agreements often imposing close restrictions on the
decision-making powers of its governing bodies, as structured entities (special
purpose vehicles or entities). Such entities are therefore normally structured to
ensure that the voting rights (o similar) are not the main factor in establishing
who controls them (the activities are often governed by contractual agreements
provisions agreed when the entity itself is structured and are therefore difficult
to change).

D.1 Consolidated structured entities

The five securitization SPVs are included in the Group’s area of consolidation,
as described in Part A — Section 3 of the Notes to the Accounts pursuant to
[talian law 130/99: Quarzo S.r.l., Quarzo Lease S.r.l. and Quarzo CQS S.r.l.,
all of which were consolidated last year, Quarzo MB S.r.l. (90%-owned by
Mediobanca S.p.A., with the other 10% owned by SPV Holding), and the newly-
incorporated MB Funding Lux S.A. (100%-owned by Mediobanca).

D.2 Structured entities not consolidated in accounting terms

The Group has no other interests in structured entities to report, apart from
the stock units held in UCITs (stated in Part B, Assets, tables 2.1 and 4.1)
in connection with its activity as sponsor for funds distributed by CheBanca!
(€19.7m invested in Yellow Sicav) and Compagnie Monégasque de Banque
(€9.9m invested in CMB Global Sicav Lux) and in funds managed by Cairn
Capital (€90.1m under the terms of a seed capital agreement with Mediobanca
S.p-A. and €1.4m in direct investments). During the six months under review
there were net investments totalling €25.4m (chiefly in Cairn) on sales totalling

€9.7m (CMB Global Sicav).

The process of delegating and sub-delegating investment activity, along
with the broad powers of discretion afforded to delegates, mean that the ability
to impact on returns stipulated by IFRS 10 as a precondition for establishing
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control does not apply in this case. Mediobanca therefore does not have direct
control over the two Sicavs.

With reference to the Cairn funds for which Cairn Capital is the investment
manager, Mediobanca could be the principal investor; anyway, it has been
decided not to include into consolidation based on that:

— the seed capital agreements provide for timescales for new investors to be
sought, meaning the current status as sole (or principal) investor is limited
in time;

— the fund is managed by an investment management agreement with Cairn
Capital itself, in which Mediobanca acts as a third party with no decisional
power. In fact, the fund is managed independently on the basis of local
rules and provisions, which require the same treating and conditions for
all investors.

QUALITATIVE INFORMATION

Asset-backed SPEs

The entities in this case have been set up to acquire, build or manage
actual or financial assets, for which the prospect of recovering the credit
concerned depend largely on the cash flows to be generated by the assets.

As part of its ordinary lending operations, the Group finances asset-backed
SPEs but without holding any form of direct equity stake or interest in them,
hence such activity does not constitute acting as sponsor.

The lending transactions, recorded under asset heading 70, in which the

Group is the sole lender involve an amount of €922m, plus €52m in notes held
as available for sale (asset heading 40).
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D.3 Leveraged finance transactions

The definition of leveraged finance has been revised in accordance with the
preliminary guidance received as part of the Thematic Review carried out by the
Single Supervisory Mechanism on the European banking system. In particular
the following types of deal are treated as leveraged finance transactions:

— deals to acquire unlisted companies sponsored by private equity funds on a
no recourse basis with debt commensurate with future cash flows;

— deals to acquire companies sponsored by corporates or financial holding
companies on a no recourse basis with very high risk profiles;

— deals to support the distribution of capital (including in the form of share
buybacks) by very high-risk borrowers.

As at 31 December 2016, commitments to deals of this nature amounted to
€1,352.4m," slightly higher than the €1,182.2m reported at the balance-sheet
date. Such deals represented slightly less than 9% of the corporate portfolio,
13.5% of which in relation to domestic transactions, five deals with North
American clients (for a value of approx. €202m) and the remainder deals within
the confines of the European Union. During the period under review the leveraged
finance market remained buoyant, with repayments of €317m (including four
deals being wound up) and additions totalling €487m (with seven new deals).

E. Disposals
E.4 Banking Group - covered bond issues
No new issues were made during the six months; accordingly, reference is

made to the most recent annual report published for further information on such
issues.

! Plus off-balance-sheet exposures (commitments and derivatives) totalling €123.7m (30/6/16: €162.9m).
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1.2 BANKING GROUP - MARKET RISK
1.2.1 INTEREST RATE RISK AND PRICE RISK - TRADING BOOK
QUALITATIVE INFORMATION

Financial and market risks, which are faced predominantly by Mediobanca
S.p-A. among all the Group companies, is measured on a daily basis via two
principal indicators, which are then summarized in daily reporting:

—  Sensitivity to minor changes in the principal risk factors (such as interest
rates, share prices, exchange rates, credit spreads, inflation and volatility,
dividends and correlations);

— Value-at-risk,' calculated using historical scenarios which are updated
daily, assuming a disposal period of a single trading day and a confidence

level of 99%.

VaR is calculated daily for the Group’s entire asset structure, i.e. both trading
and banking books, but excluding the equity investments. The result provided
shows a disaggregation for the VaR reading between the factors which generate
it, so a distinction may be made between risks deriving from movements in
market rates and those deriving from movements in credit spreads. Stress tests
are also carried out once a month on the main risk factors, to show the impact
which more substantial movements in the main market variables might have,
such as share prices and interest or exchange rates, calibrated on the basis of
the most pronounced historical oscillations.

In addition to these metrics, specific indicators are measured in order to
capture other risks not fully captured by VaR for specific types of transaction.

Apart from the overall VaR limit, there are also individual limits in force for
the various trading books, the AFS securities portfolio, and the securities held
to hedge interest rate risk on the Group’s asset items. The individual trading
books also have limits in the form of sensitivities (“Greeks”) to movements in
the various risk factors (1 basis point for interest rates and credit spreads, 1
percentage point for equities, exchange rates and volatility).

! VaR: maximum potential loss over to specified time horizon and to given confidence level/percentile.
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Since October 2015, the official VaR methodology used to monitor the
limits set on traders has been the historical simulation method, based on a time
horizon of one day, to the 99 percentile and with a moving weighted average
factor (parameter A) of 0.992. However, VaR readings are still calculated and
made available to traders based on the Monte Carlo method, as is the expected
shortfall (or conditional VaR) calculated to the 99th percentile. The expected
shortfall represents average loss in 1% of the most unfavourable scenarios not
included in the calculation of VaR.

With reference to market risks, the VaR for the aggregate of the Group’s asset
structure fluctuated between a high of €53.3m, recorded at the start of July in
conjunction with the Brexit vote, and a low of €22m recorded in mid-December.
The six months saw a gradual reduction in positions, and were characterized
by market stability (save for the period following the US elections), reflected in
an attenuation of the historical scenarios” weighting. The average VaR reading
for the six months was €37.5m, lower than the average reading of €41.6m for last
year.

Table 1: Value at risk and expected shortfall of asset structure

Risk factors 6 mths to 31/12/16 6 mths to
(€°000) 31/12 Min Max Avg. 3”13/3;
Interest rates 9,766 2,051 12,016 5,706 9,780
Credit 13,836 13,065 28,755 19,461 20,320
Share prices 8.309 8,309 26,318 17,199 16,798
Exchange rates 8,216 2,548 16,873 6,816 4,133
Inflation 3,387 2,470 4,697 3,511 4,104
Volatility 2,239 1,755 10,195 2,415 2,870
Diversification effect * (22,439) (17,558) (16,343)
Total 23,312 22,097 53,370 37,550 41,664
Expected Shortfall 40,704 34,283 138,497 75,437 51,502

* Due to mismatch between risk factors.

The expected shortfall showed a sharp increase in the average reading, from
€51.5m to €75.4m on account of the strong market volatility which resulted in
extreme historical scenarios, during the summer in particular; the average fell
to approx. €51m in the last quarter.
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The average VaR reading on the trading book fell from €6.2m to €3.3m due
to a reduction in all asset classes of risk positions in both segments: equities
from €3.2m to €2.3m, and interest rates from €2.7m to €1lm. The trend in the
course of the six months as a whole reflected substantial stability, save for a
peak at end-September in connection with one position in particular held by the
proprietary trading desk which was closed in early October.

Table 2: Value at risk and expected shortfall: trading book

Risk factors 6 mths to 31/12/16 6 mths to
(€°000) 31/12 Min Max Avg. 3 llli/vl;
Interest rates 916 536 2,094 993 2,672
Credit 940 581 5,014 1,237 2,760
Share prices 1,019 1,019 3,942 2,282 3,226
Exchange rates 672 232 2,258 804 1.249
Inflation 1,072 480 1,523 931 1,726
Volatility 1,549 1,281 2,698 1,608 1,796
Diversification effect * (2,882) (2,533) (8,189) (4,521) (7,221)
Total 3,287 2,081 5,685 3,335 6,207
Expected Shortfall 5,616 2,593 8,677 5,159 7,476

* Due to mismatches between risk factors.

Equally, the average expected shortfall on the trading book fell from €7.5m
to €5.2m.

The trading books of other Mediobanca Group companies remain extremely
limited. Apart from the Mediobanca VaR, the only other company to contribute
is Compagnie Monégasque de Banque. CMB’s average VaR reading for the
six months, again calculated at the 99" percentile, was approx. €1m, higher
than the average figure of approx. €700,000 reported last year. The increase
was chiefly due to the acquisition of substantial positions in US government
securities.

Notes to the accounts | Part E - Information on risks and related hedging policies | 167



Trends in VaR

60 7 Total (left scale) 7
Trading (right scale)
50 Mo
5
10 A
-4
30
r3
20
-2
10 F1
0 T T T T T 0
Jul-16 Aug-16 Sep-16 Oct-16 Nov-16 Dec-16
Trends in VaR constituents
6~  eeees Interest Rate —— = Credit
-ee-ee- Forex e e e e Volatily
— [ quity Inflation

Jul-16 Aug-16 Sep-16 Oct-16 Nov-16 Dec-16

The results of the daily back-testing based on calculations of theoretical
profits and losses show no breaches at all during the six months under review.
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With reference to the sensitivity of net interest income, the trading book
(Mediobanca only) as at 31 December 2016 showed a loss of €7.8m in the event
of a 100 bps rise in interest rates, compared with a €0.3m gain in the opposite
scenario (100 bps reduction).

Data at 31/12/16 (€m) Trading Book
Net interest income sensitivity + 100 bps (7.82)
- 100 bps 0.32
Discounted value of cash flows sensitivity + 200 bps 244.86
- 200 bps (95.37)

1.2.2 INTEREST RATE RISK AND PRICE RISK - BANKING BOOK
QUALITATIVE INFORMATION

The Mediobanca Group monitors and manages interest rate risk through
sensitivity testing of net interest income and economic value. The former
quantifies the impact of a parallel and simultaneous 100 bps shock in the
interest rate curve on current earnings. The latter is calculated by comparing
the discounted value of expected cash flows using the yield curve at the current
date with the value obtained using a yield curve which is 100 bps higher or
lower (parallel shock).

With reference to the positions held as part of the banking book as at
31 December 2016, if interest rates were to rise, net interest income would fall

by €5m.

With reference to analysis of the discounted value of estimated cash flows
on the Group’s banking book, the instantaneous and parallel shifts of 200 basis
points generate a loss of €79m, at Group level, representing the difference
between the losses recorded by Mediobanca (€393m) and Compass (€157m)
and the increase for CheBanca! (€471m). In the opposite scenario, i.e. if interest
rates reduce, net interest income on the banking book at Group level would rise

by €48m.
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The data described above are summarized in the table below:

Data at 31/12/16 (€m) Banking Book

Group Mediobanca S.p.A. CheBanca! Compass

Net interest income sensitivity + 100 bps (5.37) (35.45) 30.03 0.04
- 100 bps 0.27) 0.27) (0.00) —
Discounted value of cash flows senstivity + 200 bps (79.18) (393.32) 471.24 (157.10)
- 200 bps 48.41 95.37 (66.48) 19.53

At Group level, the values obtained in both scenarios continue to remain
within the limits set by both the monitoring regulations and operational controls,
which are respectively 7.5% (net interest income sensitivity (including trading
book)/regulatory capital) and 15% (economic value sensitivity/regulatory
capital).

Hedging

Hedges are intended to neutralize possible losses that may be incurred on a
given asset or liability, due to the volatility of a certain financial risk factor (interest
rate, exchange rate, credit or some other risk parameter), through the gains that
may be realized on a hedge instrument which allow the changes in fair value or
cash flows to be offset. For fair value hedges in particular, the Group seeks to
minimize the financial risk on interest rates by bringing the entire interest-bearing
exposure in line with Euribor (generally Euribor 3 months)?.

B. Fair value hedges

Fair value hedges are used to neutralize exposure to interest rate, price
or credit risk for particular asset or liability positions, via derivative contracts
entered into with leading counterparties with high credit standings. It is
principally the fixed-rate, zero coupon and structured bond issues that are
fair-value hedged. If structured bonds in particular do not show risks related
to the main risk, the interest-rate component (hedge) is stripped out from the
other risks represented in the trading book, and usually hedged by trades of the
opposite sign.

2 This target is maintained even in the presence of hedging contracts with market counterparties with netting agreements and CSAs (collateralized
standard agreements) have been entered into, the valuation of which is made on the basis of Eonia interest rates.
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Fair value hedges are used by Mediobanca S.p.A. to hedge fixed-rate
transactions involving corporate loans and AFS securities or positions
accounted for as Loans and receivables, and also to mitigate price risk on equity
investments held as available for sale. Like-for-like books of fixed-rate mortgage
loans granted by CheBanca! are also fair value-hedged.

C. Cash flow hedges

These are used chiefly as part of certain Group companies’ operations,
in particular those operating in consumer credit and leasing. In these cases
the numerous, generally fixed-rate and relatively small-sized transactions are
hedged by floating-rate deposits for large amounts. The hedge is made in order to
transform floating-rate deposits into fixed rate positions, correlating the relevant
cash flows. Normally the Group uses the derivative to fix the expected cost
of deposits over the reference period, to cover floating-rate loans outstanding
and future transactions linked to systematic renewals of such loans upon their
expiring.

Mediobanca S.p.A. also implements cash flow hedges to cover the equity
risk linked to shares held as available for sale by executing forward contracts.

Counterparty risk

Counterparty credit risk is measured in operating terms through use of the
potential future exposure metric, or PFE, calculated using the Monte Carlo
Method and therefore based on volatility and historical correlations between
relevant risk factors prevalent at the time. As far as regards derivatives and short-
term loan collateralization products (repos and securities lending), counterparty
risk is represented by the potential exposure peaking at various points on a
time horizon that reaches up to 30 years, assuming a 95% confidence level. The
scope of application regards all groups of counterparties which have relations
with Mediobanca, taking into account the existence or otherwise of netting
agreements (e.g. ISDA, GMSLA or GMRA) and collateralization agreements
(e.g. CSA), plus exposures deriving from interbank market transactions. For
these three types of operations there are distinct limits for every counterparty
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and/or group of counterparties. For medium-/long-term collateralized loans or
securities with reduced liquidity and/or high correlation with the counterparty,
the exposure is measured using an ad hoc metric which assumes combined
default scenarios (i.e. counterparty and collateral) and conditions of particular
stress with regard to the stocks’ liquidation.

For derivatives transactions, as required by IFRS 13, the fair value
incorporates the effects of the counterparty’s credit risk (CVA) and Mediobanca’s
credit risk (DVA) based on the future exposure profile of the aggregate of such
contracts outstanding.

1.2.3 EXCHANGE RATE RISK
QUALITATIVE INFORMATION

A. General aspects, operating processes and measurement
techniques

B. Exchange rate risk hedging

2. Internal models and other methodologies used for sensitivity analysis

During the year under review, the directional positions taken on exchange
rates remained stable versus all the main currencies as a result of hedges being
implemented. The period under view, however, was marked by strong foreign
currency market turbulence driven by Brexit and the results of the US elections.
The VaR for the forex component showed an average reading for the six months
up from €4.1m to €6.8m, with a point-in-time reading as at 31 December 2016
of €8.2m.
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1.2.4 DERIVATIVE FINANCIAL INSTRUMENTS

A. Financial derivatives

A.l Regulatory trading book: reporting-date notional values

Underlying assets/Type of derivatives

31/12/16

31/12/16

Over the counter

Clearing house

Over the counter

Clearing house

1. Debt securities and
interest rate indexes 97,751,582 22,168,945 102,502,160 88.455,146
a) Options — 21,625,296 — 87,729,988
b) Swap 93,855,582 — 97,586,160 —
¢) Forward — — — —
d) Futures — 543,649 — 725,158
e) Others 3,896,000 — 4,916,000 —
2. Equity instruments and stock indexes 14,125,141 9,391,964 14,948,134 11,742,610
a) Options 12,207,539 9,184,740 13,978,569 11,508,167
b) Swap 1,800,453 — 969,565 —
¢) Forward 117,149 — — —
d) Futures — 207,224 — 234,443
e) Others — — — —
3. Gold and currencies 11,316,831 — 10,156,104 —
a) Options 556,123 — 1,735,370 —
b) Swap 3,760,790 — 3,915,853 —
¢) Forward 6,999,918 — 4,504,881 —
d) Futures — — — —
e) Others — — — —
4. Commodities — — — —
5. Other underlyings — — — —
Total 123,193,554 31,560,909 127,606,398 100,197,756
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A.2 Banking book: reporting-date notional values

A.2.1 Hedge derivatives

Underlying assets/Type of derivatives

31/12/16

30/6/16

Over the counter

Clearing house

Over the counter

Clearing house

1. Debt securities and
interest rate indexes

a) Options
b) Swap

¢) Forward
d) Futures

e) Others

17,269,295

17,060,096

209,199

16,618,937
16,389,738

229,199

2. Equity instruments and stock indexes
a) Options
b) Swap

¢) Forward
d) Futures

e) Others

130,865
29
130.836

85,708
29

85,079

3. Gold and currencies

a) Options

Forward
d) Futures

b) Swap
)

c)
e) Others

4. Commodities

5. Other underlyings

Total

17,400,160

16,704,645
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A.2.2 Other derivatives

Underlying assets/Type of derivatives 31/12/16 30/6/16

Over the counter Clearing house  Over the counter Clearing house

1. Debt securities and
interest rate indexes 560,385 — 536,449 —

a) Options — — — —
b) Swap 451,187 — 407,251 —
¢) Forward — — — —
d) Futures — — — —
e) Others 109,198 — 129,198 —
2. Equity instruments and stock indexes 1,882,029 — 2,178,229 —
a) Options 1,882,029 — 2,178,229 —

¢) Forward — — — —

d) Futures — — — —

)
b) Swap — — — —
)

e) Others — — — —

s

. Gold and currencies — — — _
a) Options — — — _
b) Swap — — — —

)
Forward — — — —
d) Futures — — — —

©)
)

e) Others — — — —

4. Commodities — — — _

5. Other underlyings — — — —
Total 2,442,414 — 2,714,678 —
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A.3 Financial derivatives: gross positive fair value, by product

Portfolios/Type of derivatives Positive fair value
31/12/16 30/6/16
Over the counter Clearing House Over the counter Clearing House
A. Regulatory trading portfolio 3,219,652 460,049 3,847,443 632,131
a) Options 320,066 458,446 419,192 629,729
b) Interest rate swap 2,357,980 — 2,910,959 —
¢) Cross currency swap 258,291 — 243,239 —
d) Equity swap 3,964 — 75,174 —
e) Forward 279,351 —_ 198,879 —_
f) Futures — 1,603 — 2,402
g) Others — — — —
B. Banking book - Hedging derivatives 667,983 — 933,004 —
a) Options — — — —
b) Interest rate swap 667,893 — 926,381 —

¢) Cross currency swap — _ _ _

d) Equity swap — — — —

e) Forward 90 — 6,623 —
f) Futures — — — —
g) Others — — — —
C. Banking book - Other derivatives 435,535 — 472,760 —
a) Options 115,930 — 64,877 —
b) Interest rate swap 3.893 — — —

¢) Cross currency swap — _ _ _

d) Equity swap — — — —

e) Forward — — — —
f) Futures — — — —
g) Others 315,712 — 407,883 —
Total 4,323,170 460,049 5,253,207 632,131
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A.4 Financial derivatives:

gross negative fair value, by product

Portfolios/Type of derivatives

Negative fair value

31/12/16

30/6/16

Over the counter

Clearing House

Over the counter

Clearing House

A. Regulatory trading portfolio (3,452,322) (500,264) (3,857,285) (660,552)
a) Options (363,003) (198,220) (454,531) (619,353)
b) Interest rate swap (2,357,189) — (2,918,000) —
¢) Cross currency swap (298,602) — (267,668) —
d) Equity swap (56,116) — (17,044) —
e) Forward (377,322) — (200,042) —
f) Futures — (2,044) — (11,199)
g) Others — — — —
B. Banking book - Hedging derivatives (277,357) — (313,519) —
a) Options (3.,424) — (4,525) —
b) Interest rate swap (271,401) — (308,994) —
¢) Cross currency swap — — — —
d) Equity swap — — — —
e) Forward (2,532) — — —
f) Futures — — — —
g) Others — — — —
C. Banking book - Other derivatives (443,117) — (490,064, —
a) Options (443,117) — (489,008) —
b) Interest rate swap — — (1,056) —
¢) Cross currency swap — — — —
d) Equity swap — — — —
e) Forward — — — —
f) Futures — — — —
g) Others — — — —
Total (4,172,796) (500,264) (4,660,868) (660,552)
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A.5 OTC financial derivatives regulatory trading book: gross fair values, gross positive
and negative fair values by counterparty, contracts not forming part of netting

arrangements
Contract not included in Gov Other public Banks Financial Insurance Non-financial Other
netting agreements and central sector ¢ i i i entities
banks entities
1. Debt securities and
interest rate indexes
- notional amount — — 950,000 118,918 110,500 1,248,080 —
- positive fair value — — 22,079 486 — 29,360 —
- negative fair value — —  (2,505) (7,288) 1) (3,775) —
- future exposure — — 3,750 717 553 9,607 —
2. Equity instruments and
stock indexes
- notional amount — — — 437,405 1,135 61,801 —
- positive fair value — — — 246 22 3,060 —
- negative fair value — — — — (24) (2,282) —
- future exposure — — — 26,244 113 4,398 —
3. Gold and currencies
- notional amount — — — 261,075 — 378,452 2,057
- positive fair value —_ —_ —_ 1,311 - 13,141 80
- negative fair value — — — (656) — (4,229) (4)
- future exposure — — — 2,612 — 17,706 21

4. Other instruments
- notional amount — - — — — — _
- positive fair value — — — — — — _
- negative fair value — — — — — — _

- future exposure — — — — — — _
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A.6 OTC financial derivatives regulatory trading book: gross fair values, gross positive
and negative fair values by counterparty, contracts forming part of netting

arrangements
Contracts included in Governments Other Banks Financial Insurance Non-financial Other
netting agreements and central public- i ¢ i i entities
banks sector
entities
1. Debt securities and
interest rate indexes
- notional amount — — 43,914,730 46,157,789 605,539 4,646,026 —
- positive fair value — — 1,536,936 468,578 88,158 327,478 —
- negative fair value — — (1,770,295)  (655,333) (1,055) (46,166) —
2. Equity instruments and
stock indexes
- notional amount — — 6,385,256 5,886,487 153,385 1,199,674 —
- positive fair value — — 88,288 68,597 582 46,632 —
- negative fair value — —  (273,918) (79,533) (16,210) (19,823) —
3. Gold and currencies
- notional amount 294,090 — 6,753,365 1,741,421 290,244 1,596,129 —
- positive fair value 14,995 — 301,137 152,152 10,669 45,604 —
- negative fair value — —  (323.876) (8,359) (989) (235,994) —

4. Other instruments
- notional amount — — — — — — _
- positive fair value — — — — — — _

- negative fair value — _ _ _ _ . o
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A.7 OTC financial derivatives banking book: notional values, gross positive and negative
Sfair values by counterparty, contracts not forming part of netting arrangements

Contracts not included in Gov Other Banks Financial Insurance Non-financial Other
netting agreements and central public- i ¢ i i entities
banks sector
entities

1. Debt securities and
interest rate indexes

- notional amount —_ —_ 45,850 — —_ —_ —_
- positive fair value — — 1,175 — — — —
- negative fair value — — (7,913) — — — —
- future exposure — — 459 — — — —

2. Equity instruments and
stock indexes

- notional amount — — — — — _ 29
- positive fair value — — — — — _ _
- negative fair value — — — — — — —
- future exposure — — — — — — 2
3. Gold and currencies
- notional amount — — — — — _ _
- positive fair value — — — — — — _
- negative fair value — — — — — — _
- future exposure — — — — — — _
4. Other instruments
- notional amount — — — — — — _
- positive fair value — — — — — — _
- negative fair value — — — — — — _

- future exposure — _ _ _ _ _ o
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A.8 OTC financial derivatives banking book: notional values, gross positive and negative
fair values by counterparty, contracts forming part of netting arrangements

Contracts included in Governments Other Banks Financial Insurance Non-financial Other
netting agreements and central public- i ¢ i i entities
banks sector
entities

1. Debt securities and
interest rate indexes

- notional amount — — 12,564,921 4,658,523 — — —
- positive fair value — — 520,169 146,549 — — —
- negative fair value — —  (236,803) (30,049) — — —

2. Equity instruments and
stock indexes

- notional amount — — 130,836 — — — —
- positive fair value — — 90 — — — —
- negative fair value — — (2,532) — — — —

3. Gold and currencies
- notional amount — — — — — — —
- positive fair value — — — — — — _
- negative fair value — — — — — _ _
4. Other instruments
- notional amount — — — — — — _
- positive fair value — — — — — — _

- negative fair value — — _ _ _ _ o
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B. Credit derivatives

B.1 Credit derivatives: reporting-date notional values

Type of transaction

Regulatory trading porifolio

Banking book

with a single

with more than

with a single

with more than

terparty  one party parly  one counterparty
(basket) (basket)
1. Protection buyer's contracts
a) Credit default products 1,675,910 7,197,661 301,440 12,906
b) Credit spread products — — — —
¢) Total rate of return swaps — — — —
d) Others — — — —
Total 31/12/16 1,675,910 7,197,661 301,440 12,906
Total 30/6/16 1,619,250 6,414,250 240,120 13,000
2. Protection seller's contracts
a) Credit default products 1,253,203 7,353,001 36,200 2,910,813
b) Credit spread products — — — —
c) Total rate of return swaps — — — —
d) Others — — — —
Total 31/12/16 1,253,203 7,353,001 36,200 2,910,813
Total 30/6/16 1,287,762 6,382,010 36,200 2,701,937
B.2 OTC credit derivatives: gross positive fair value, by product
Portfolio/Type of derivatives Positive fair value
31/12/16 30/6/16
A. Regulatory trading book 191,101 166,863
a) Credit default products 191,101 166,863
b) Credit spread products — —
c) Total rate of return swaps — —
d) Others — —
B. Banking book 24,688 27,334
a) Credit default products 24,688 27,334
b) Credit spread products — —
c) Total rate of return swaps — —
d) Others — —
Total 215,789 194,197
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B.3 OTC credit derivatives: gross negative fair value, by product

Portfolio/Type of derivatives Negative fair value
31/12/16 30/6/16

A. Regulatory trading book (504,723) (521,123)
a) Credit default products ' (504,723) (521,123)
b) Credit spread products — —
¢) Total rate of return swaps — —
d) Others — —

B. Banking book (13,885) (15,863)
a) Credit default products (13,885) (15,863)
b) Credit spread products — —
¢) Total rate of return swaps — _
d) Others — —

Total (518,608) (536,986)

! Of which certificates in an amount of €284,119,000 and €319,225,000 respectively.

B.4 OTC credit derivatives: gross positive and negative fair values by counterparty,

contracts not forming part of netting arrangement
Contracts not included in ~ Gover Other Banks Financial Insurance  Non-financial Other
netting agreements and central public- pani pani pani entities
banks sector
entities

Regulatory trading portfolio

1. Protection purchase
- notional amount — — 996,152 — 200,000 — —
- positive fair value —_ —_ 32,531 —_ 4,989 —_ —_
- negative fair value ! — —  (346,244) — — — —
- future exposure — — 42,500 — 10,000 — —

2. Protection sale
- notional amount —_ — — — _
- positive fair value — — — — —
- negative fair value — — — — _
- future exposure — — — — _
Banking portfolio *
1. Protection purchase
- notional amount — — — — —
- positive fair value — — — — _
- negative fair value — — — — _
2. Protection sale
- notional amount — — — — —
- positive fair value — — — — _

- negative fair value — — _ _ .

* Derivatives embedded in bonds issued not included.
! Of which certificates in an amount of €284,119,000.
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B.5 OTC credit derivatives: gross positive and negative fair values by counterparty,
contracts forming part of netting arrangement

Contracts included in Governments Other Banks Financial Insurance Non-financial Other
netting agreements and central public i ¢ i i entities
banks sector
entities

Regulatory trading portfolio

1. Protection purchase

- notional amount — — 6,142,435 1,534,984 — — —

- positive fair value — — 3,952 36 — — —

- negative fair value — — (93.,817) (58,027) — — —
2. Protection sale

- notional amount — — 7,133,823 1,472,383 — — —

- positive fair value — — 94,525 55,067 — — —

- negative fair value — — (6,046) (589) — — —

Banking portfolio *
1. Protection purchase
- notional amount — — — — — — —
- positive fair value — — — — — — _
- negative fair value — — — — — _ _
2. Protection sale
- notional amount — — — — — — —
- positive fair value — — — — — — _

- negative fair value — — _ _ _ _ o

* Derivatives embedded in bonds issued not included.
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C. Credit and financial derivatives

C.1 OTC credit and financial derivatives: net fair values and future exposure by

counterparty *

Governments

Other
public-
sector
enlities

and central
banks

Banks

Financial

Insurance

Non-financial

Other

entities

1) Netting agreements
related to Financial
Derivatives

- positive fair value
- negative fair value

- future exposure

- net counterparty risk

2) Netting agreements
related to Credit
Derivatives

- positive fair value
- negative fair value

- future exposure

- net counterparty risk

3) Cross products netting

agreements
- positive fair value
- negative fair value

- future exposure

- net counterparty risk

14,995 —
2,041 —
17,936 —

209,900
(508,194)
488,552
195,663

178,238
(626.960)
271,395
309,153

95,927
(14,732)
11,224
32,775

339,998
(223.,310)
127.225
412,703

* Representing the sum of the positive fair value and future exposure, net of cash collateral received amounting to €474,613,000, €205,237,000
of which in respect of banks, €140,480,000 of financial companies, €74,376,000 of insurances and €54,520,000 other non-financial companies.
Conversely, to cover negative fair value readings, cash collateral of €623,066,000 was paid in, €487,896,000 of which in respect of banks,
€131,520,000 of financial companies, and €3,650,000 of insurances.
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1.3 BANKING GROUP - LIQUIDITY RISK

QUALITATIVE INFORMATION

The Mediobanca Group monitors and manages liquidity risk in accordance

with the regulatory provisions in force (Bank of Italy circulars 285 and 286 as
amended, CRR/CRD 1V/Commission Delegated Regulation of the European
Parliament and Council with regard to liquidity coverage requirement, technical

standards and guidelines issued by the European Banking Authority) and with

the Liquidity risk management policy (the “Policy”) and the Contingency funding
plan (“CFP”).

The Policy defines the policies adopted by the Mediobanca Group with respect

to the system for measuring, managing and controlling liquidity risk in terms of:

Organizational model and governance structures for managing and controlling
liquidity risk for the Group as a whole;

Instruments and methodologies for identifying and measuring liquidity risk;
Compliance with the regulatory requirements in terms of limits and reporting;

System of trading limits established in accordance with the maximum
tolerance threshold for liquidity risk approved;

Process of monitoring short- and medium-/long-term liquidity limits to ensure
control of risks, including intraday liquidity risks;

Framework for stress tests to identify the methodologies, frequency of testing
and type of scenarios to apply;

Process of defining the contingency funding plan with a view to identifying
ahead of time any corrective measures necessary to overcome particularly
stressful conditions which the Group may potentially have to face;

Principles for defining the internal fund transfer pricing system.
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The Group’s objective is to maintain a level of liquidity that will allow it to
meet the payment obligations it has undertaken, ordinary and extraordinary,
at the present maturities, while at the same time keeping the costs involved to
a minimum and hence without incurring non-recurring losses. Specifically,
monitoring operating liquidity is intended to ensure that the mismatch between
cash inflows and outflows, expected and not expected, remains sustainable in the
short term.

In this connection the metric adopted is the ratio between counterbalancing
capacity (defined principally as the availability post-haircut of bonds and
receivables eligible for refinancing with the ECB) and the cumulative net cash
outflows. The operational maturity ladder report, with a time horizon of one year,
represents the projections of liquidity imbalances, and hence the net financial
position in the time window for the period of analysis. The Group’s liquidity
risk tolerance is defined as the maximum exposure held to be sustainable by
management, via a set of limits and thresholds, in both the ordinary course of
business and in stressful situations.

The main factors used in stress testing are attributable to: reductions in the
debt security funding or unsecured funding channels; renewal of only part of the
retail funding expiring; drawdowns on committed lines granted to customers; and
anticipation and full realization of lending volumes in the pipeline.

In addition to the above, the Group also prepares the weekly liquidity position
update required by the Bank of Italy. Monitoring structural liquidity, on the other
hand, is intended to ensure that the structure has an adequate financial balance for
maturities of more than twelve months. Maintaining an appropriate ratio between
assets and liabilities in the medium/long term also serves the purpose of avoiding
future pressures in the short term as well. The operating methods adopted involve
analysing the maturity profiles for both assets and liabilities over the medium and
long term checking that inflows cover 100% of outflows for maturities of more than
one year, reduced to 90% of outflows for maturities of more than five years.
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Throughout the six months under review, both indicators, short- and long-
term, were at all times above the limits set in the policy.

The objectives and metrics described above are addressed through the
preparation of the Group Funding Plan, involving sustainable analysis of sources
and applications, short-term and structural, and through definition of the Group
Risk Appetite Framework, namely the regulatory indicators (the liquidity
coverage ratio and net stable funding ratio) and the retail funding ratio, which
remained within the set limits at all times during the six months under review. In
compliance with Regulation 61/2015 (EU), the Liquidity Coverage Ratio has been
a compulsory indicator adopted since September last year, and at 31 December
2016 stood at 372%, far above the regulatory limit of 100%, and higher than at
end-June 2016 as well (223%).

Alongside the previous indicators, an event governance model has also been
provided known as the Contingency Liquidity Funding Plan, to be implemented in
the event of a crisis by following a procedure approved by the Board of Directors.

The objective of the Group Contingency Funding Plan is to ensure prompt
implementation of effective action to tackle a liquidity erisis, through precise
identification of stakeholders, powers, responsibilities, communication procedures
and reporting criteria, in order to increase the likelihood of coming through the
state of emergency successfully. This objective is achieved primarily by activating
an extraordinary operational and liquidity governance model, supported by
consistent internal and external reporting and a series of specific indicators.

Before a contingency situation develops, a system of early warning indicators
(EWIs) has been prepared, to monitor situations that could lead to a deterioration
in the Group’s liquidity position deriving from external factors (market or sector)
or from situations which are specific to the Banking Group itself.
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With the returns on assets increasingly negligible, attention has been focused
on the cost of funding in the sense of optimizing the funding sources. The addition
of the Barclays deposits (totalling €2.9bn) caused an increase in direct funding
from retail clients, meaning this source now accounts for some 30% of consolidated
funding. New bond issuance worth a total of approx. €1bn was made during the
period, with an average duration of seven years, to cover the €1.1bn in bonds
falling due. Recourse to the ECB’s TLTRO (targeted longer-term refinancing
operations) facilities also increased, from €5.5bn to €6.5bn.

As at 31 December 2016 the counterbalancing capacity included bonds
deliverable in exchange for cash from the ECB totalling €9.3bn; while the balance
of liquidity reserves established at the European Central bank amounted to
approx. €7.3bn (30/6/16: €6.8bn), approx. €0.8bn of which in the form of cash not
used and hence qualifying as part of the counterbalancing capacity.

Notes to the accounts | Part E - Information on risks and related hedging policies | 189



“Junowe sues o) 10§ saseyoand £q payorew Aoajiad sajes 98pay sapnpouy

— — — — — — — — — [ TRaI suonisod 10ys —

— — — — — — — — — 88T €V T suonsod suof —

— — — — — — — — — £59°162 [edroud jo
meNLuxw ﬂzﬁ:ﬁﬁs m®>ﬁm>€®—u azuwhmv me

— 00096 €SLPES'T  0SH'S8 LIL'ES 00<°09 — — — — suonsod 11oys —

— 168°LE0°T  6L8°SYS T 0ST1°9S 000°0T 00$°09 — — — — suorsod Suof —

— 168°€10°C  2€9°080°C  009°I¥1 L1L'€9 000°121 — — — — [edoutid jo 9BUBYIXS (1M SOANRALIDP 1P L°7)

—_— — —_— —_— — —_— — — — —_— 1®>ﬂ®o®.~ muwﬁ\_ﬂpwdw —mmoimﬂmh OU

€SE0L ¥8e°¢ 6CTT8 NS SL0'8 09€°¢ Tt — 0< 789°L PONSST sooquERIENS poourUL] G

— — LSO'ETY €6L'ELS 0S1°2€€ 0SE VLT 122°80¥ — SIV'69L°C  L19°€6T°1 suonsod yioys —

— TIL'609°T  2EL'688C 01889 090°hy  819°9L¢ £16°8¢ — S0L°C 16T suontsod Suof —

— TIL'609°T  68€°€0EE  €€9'192'T  01T6LL 896059 YOI LYY — 0CL'ZLL'T  VITOIET 4 SPUNJ ISIN(SIP 0] SHUSUNIWWOD ARIOAILI 77

— 9L6'6LS T 998°6ELT  TOE'LL IS8 $9¢°26 909°T — S12°9¢ — suonsod 1oys —

— — 861°L8L 166°81€ 200°S0Z  9L0°00L PLI°LLO $96°€81 LEVOTLT  — suonsod Buof —

— 9L6'6LS° T T90°L2S°E  86T'96¢ 915982 0V z6L 08L°8L9 $96°€81T 769°esL' T — uorda[[0d 10§ sueo] pue sysoda] ¢7)

— — — L€6'S8 €19°2h 02L'€E 1’8 6061 92T WI'6ee's suorsod 11oys —

— — 1€8°6 €12°68 6£0°8Y 26868 8€0°61 eve'e 8L¢ 785°0VE'E

— — 1€8°G 0ST°SLT 25906 qsceL €2T’L2 25T8 91 €2L6LY9 Jo d8ueydxa [edouid

:_os:\s mm>__ﬁ>iw1 1&0-55& NU

— €E8TS6'T  S09°L0V'C  SE1°€96 L9TVLE 8€8"ves 168°68S 61< 191 156661 — suonsod yioys —

— 001°9¢1 POLVTS 29 8V0T  601°0LC 067688 CETEVY'T  2ET0ST Leviiev'tT — suonsod Suof —

— €ETTO0T  60€TE6'T  L6O'TIOT  96€HP9  8TEBOV'T  0£1°620°C  TSLT1E 18€°L28c  — [edound jo
um:wﬂokw r—ﬂ? mwkwﬁﬁ\wim_u —mmur_d:mh MU

€5E°0L S61°86Z°L  00S 1€6'CL  Z8F'166'E  99S°ZL8T  8F9'610'E€  80OF'E8I'E  896°€0S SP8'ESL'0  2LTS60'8 SUOTIDRSURI] 199YS-90URTR(-JJ()

So¥ 162622 90€°281°8  0Z&'819 979°¢69 90070€¢  ¥90'0LL S0ET1ST L2OHBY' T 168°2€0°T SONIIqRI 19110 €°d

— €L6'CO8Y  T1€EWI86  9L1°698°C  981°08L°T  VI€92e'T  6VZ'SIlT 12r'g acv et SOULINDIS 1G] &'

— 6L5°621 8TTIL 92L96L° T 8ETTSET  009°T6S'T  296'18¢ 82S°CIZ  601VOF  SLOWETEL SIDWO]SND 0] —

— $09°¢9 29569 999°6{ S66°€EE 6€1°8 S0°8L — [0 6£ET0L SyueRq 01 —

— €81°s61 Pre18L TOETYST  €E1°989°T  6€L°66S T 910°€9¥ 82S'S1T VOV P10°6£6°¢1 syunosoriuaLNd pue sisodoq 17g

S6¥ LOV'P8TS  I8V'E8L'8T  88L6SE'S  S96'6STT 6500619  62€78VET  HCTSLE 1L2°688'T  9VI€L6'ST son[IqeL] ysey)

86£°0C €CTHES’L  POI'8888L  S0'TO0 Y  VOTVIOT  TSL'BET'E  1$6066 TC6'ST8  CT6'086 Vo' 19¢ Y SIDWO}SND 0] —

8LT'181 $66 TES'QET'T  9TSILY 00€°¢SY 6£2°829 €L0°911 PLE'68 060V€2 €9G°€LLT syueq 01 —

9L9°€1C 8VT'Se8L  999°920°0C BLS'EEST  F9SL90'T  166°99L°C  0€0°LOFT  8TE'CE6  SEO'SITT  COTCEE’L SOOUBAPE PUB SUBO'] Y

— — 9 — — — — — — P€8°L8 sHun SN €V

— 061°0S6  S6L'VO8'T  9SH°02T $€6'821 691°€2h 17L°081 Ve 61 0821 SONLINDIS 1GIP DY) 'Y

— €69'CVO T 0TEISY  P8EEIS [S0'8ES' T 016°S€E 0S8°L1 S99 0¥ 81v SOLINOIS JUIWUIDAOL) |7

9L9°€12 TE1°618°6  L8IWFEOZ  8IVL9T'S  0SSHEL'E  0L0°9TS'€  129°C09°T  €6096 SSP'CITT  LELWTV'L SJosse (se))

SaBIA [ avak | syuow 9 syuowt ¢
poyroads saeak ¢ o1 avak T 0} syjuow 9 0} syjuow 01 [uowt iuowr | o} skep ¢ 01 skep 2 01 puswop
10N J9AQ woay woay € woay 1 woay sfep ¢ woay sfep 2 woay sdep [ woay ugQ SOILINBW/SWA|

I \Q %ﬁwﬁﬁ@m&ﬁ@ \AQ $oN]1QD1] pUD SIISSD [DIIUDULY " [

NOLLVINHOANI JALLVLLINVNO

190 ‘ Interim Report for the six months ended 31 December 2016



1.4 BANKING GROUP - OPERATIONAL RISK
QUALITATIVE INFORMATION
Definition

Operating risk is the risk of incurring losses as a result of the inadequacy
or malfunctioning of procedures, staff and IT systems, human error or
external events.

Capital requirements for operational risk

Mediobanca has adopted the Basic Indicator Approach (BIA) in order to
calculate the capital requirement for covering operating risk, applying a margin
of 15% to the average of the last three years’ readings of total income. Based on
this method of calculation, the capital requirement as at the reporting date was
€264.7m, unchanged since the balance-sheet date.

Risk mitigation

Operational risks are managed, in Mediobanca and the main Group
companies, by a specific Operational risk management team within the Risk
Management unit.

The processes of identifying, assessing, collecting and analysing loss data
and mitigating operational risks are defined and implemented on the basis of
the Operational risk management policy adopted at Group level and applied in
accordance with the principle of proportionality in Mediobanca S.p.A. and the
individual Group companies.

Based on the evidence obtained, action to mitigate the most relevant
operational risks has been proposed, implemented and monitored on a constant

basis.

In general, the operating losses recorded have been very low, accounting for
less than 1% of the Group’s total revenues.
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With reference to IT risk in particular, the Group has its own I'T Governance
unit which, in conjunction with the Operational Risk Management unit, is
responsible for guaranteeing IT risk assessment and mitigation, presiding over
the security systems, and developing business continuity and disaster recovery
plans.

Legal risk: risks deriving from litigation pending

For a description of the claims currently pending against Mediobanca
S.p.A., please see Section B — Liabilities on pp. 122-123.

SECTION 5
Other risks

As part of the process of assessing the current and future capital required
for the company to perform its business (ICAAP) required by the regulations in
force, the Group has identified the following types of risk as relevant (in addition
to those discussed previously, i.e. credit risk, counterparty risk, market risk,
interest rate risk, liquidity risk and operational risk:

— Concentration risk, i.e. risk deriving from a concentration of exposures
to individual counterparties or groups of counterparties (“single name
concentration risk”) or to counterparties operating in the same economic
sector or which operate in the same business or belong to the same
geographical area (geographical/sector concentration risk);

— Strategic risk, both in the sense of risk deriving from current and future
changes in profits/margins compared to estimated data, due to volatility
in volumes or changes in customer behaviour (business risk), and of
current and future risk of reductions in profits or capital deriving from
disruption to business as a result of adopting new strategic choices,
wrong management decisions or inadequate execution of decisions taken
(pure strategic risk);

— Investment risk, i.e. the risk of incurring losses as a result of negative
fluctuations in the market value of the Group’s equity investments;
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— AFS equities portfolio risk, in connection with the potential reduction in
the value of shares held as part of the AFS portfolio due to unfavourable
movements in the financial markets or to downgrades of counterparties;

— Sovereign risk, i.e. the risk of a potential downgrade in the ratings of the
sovereign states, or national central banks, to which the Group is exposed;

— Basis risk: in the context of market risk, this is the risk of losses caused by
unaligned price changes in opposite directions from each other, which are
similar but not identical;

— Compliance risk, i.e. the risk of incurring legal or administrative penalties,
significant financial losses or damages to the Bank’s reputation as a result of
breaches of external laws and regulations or self-imposed regulations;

— Reputational risk, i.e. the current and future risk of reductions in profits
or capital deriving from a negative perception of the Bank’s image by
customers, counterparties, shareholders, investors or regulatory authorities;

— Residual risk, i.e. the risk that the recognized techniques used by the Bank
to mitigate credit risk should prove to be less effective than anticipated.

Risks are monitored and managed via the respective internal units (risk
management, planning and control, compliance and Group audit units) and by
specific steering committees.
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Part F - Information on consolidated capital

SECTION 1
Consolidated capital

B. Quantitative information

B.1 Consolidated net equity: breakdown by type of company*

Banking Insurance Other Consolidation Total Of which:
Group companies companies adjustments and minorities
eliminations
Share capital 452,941 — — — 452,941 16,540
Share premium reserve 2,155,220 — — — 2,155,220 1,848
Reserves 5,156,534 — — (1,834) 5,154,700 75,905
Equity instruments — — — — —
Treasury shares (197,982) — — —  (197,982)
Revaluation reserves: 1,158,136 — — — 1,158,136 (4,245)
- Financial assets available-for-sale 292,093 2,880 — 325 295,298
- Property, plant and equipment — — — — —
- Intangible assets — — — —_ —
- Foreign investment hedges — — — — —
- Cash flow hedges (21,976) — — —  (21,976)  (4.137)
- Exchange differences (4,843) — — — (4,843)
- Non-current assets and disposal group
held-for-sale — — — — —
- Actuarial gains (losses) on defined-benefit
pension schemes (6,960) — 1 232 (6,727) (108)
- Portion of measurement reserves relating
to investments carried at equity method 890,190 (2,880) (1) (557) 886,752
- Special revaluation laws 9,632 — — — 9,632
Net profit (loss) for the period (+/-) of
Group and minorities 419,967 — — — 419,967 1,729
Total 9,144,816 — — (1,834) 9,142,982 91,777

* Includes Banca Esperia, consolidated pro rata, plus Compass RE (insurance) and R&S, equity-consolidated (Other companies).
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B.2 AF'S valuation reserves: composition

Assets/Values Banking Insurance Other Consolidation Total
Group i i 1 and
eliminations
Positive Negative Positive Negative Positive Negative m Positive Negative
reserve reserve reserve reserve reserve reserve reserve reserve  reserve reserve
1. Debt securities 106,298 (12,077) 2,880 — — — (148) 1,189 109,030 (10,888)
2. Equities 176,737 (40) — — — — (5) 7 176,732 (33)
3. UCITS units 23,288 (2,113) — — — —  (1,093) 375 22,195 (1,738)
4. Loans and advances — — — — — — — — — —
Total at 31/12/16 300,323 (14,230) 2,830 — — — (1,240) 1,571 307,957 (12,659)
Total at 30/6/16 397,031 (14.421) 3266  (133) — (3114 270 397,183 (14.284)
B.3 AFS valuation reserves: movements during the period
Debt securities Equity securities UCITS units Loans
1. Opening balance 113,104 254,047 15,748 —
2. Additions 17,166 27,943 5,872 —
2.1 Increases in fair value 15,618 27,943 5,675 —
2.2 Negative reserves charged back to
profit and loss as a result of 1,548 — 197 —
— impairment — — — —
— disposals 1,548 — 197 —
2.3 Other additions — — —
3. Reductions 32,128 105,291 1,163 —
3.1 Reductions in fair value 20,322 2,772 1,011 —
3.2 Adjustments for impairment — — — —
3.3 Positive reserves credited back
to profit and loss as a result of:
disposals 11,806 102,519 152 —
3.4 Other reductions — — — —
4. Balance at end of period 98,142 176,699 20,457 —_

Notes to the accounts | Part ' - Information on consolidated capital | 195



SECTION 2
Regulatory and supervisory capital requirements for banks

Since its inception one of the distinguishing features of the Mediobanca
Group has been the solidity of its financial structure, with capital ratios that
have been consistently and significantly higher than those required by the
regulatory guidelines, as shown by the comfortable margin emerging from
the Internal Capital Adequacy Assessment Process (ICAAP) and the process
performed by the regulator as part of the SREP 2016 which set the limit for
CET1 at 7% and that for total capital at 10.5%, among the lowest levels of
all Ttalian banks. These figures include the new capital conservation phase-in
regime (1.25%, compared with 2.5% fully-phased). Further details are available
in the information disclosed to the public as required under Pillar I1I of Basel 11,
(published on the Bank’s website at www.mediobanca.com.

2.1 Scope of application of regulations

Based on the new body of supervisory and corporate governance rules for
banks, which consists of a directive (“Capital Requirements Directive IV —
CRD IV”) and a regulation (“Capital Requirements Regulation - CRR”) issued
by the European Parliament in 2013 and incorporated into the Italian regulatory
framework under Bank of Italy circular no. 285, the Group has applied the
phase-in regime, and in particular, having received the relevant authorizations,
has weighted the Assicurazioni Generali investment at 370% as permitted by
Article 471 of the CRR (up to the book value as at end-December 2012 and in
compliance with the concentration limits versus insurance groups). Furthermore,
as from this quarter CET1 also includes 60% of the valuation reserves for
sovereign debt issued by EU member states and held as AFS financial assets

(€34.9m).

2.2 Bank equity
Qualitative information
Common Equity Tier 1 (CET1) capital consists of the share attributable to the

Group and to minority shareholders of capital paid up, reserves (including €832.5m,
or 60%, of the positive AFS equity reserves) and the profit for the period (€252.7m)
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net of the estimated dividend based on the conventional measurement of the payout
announced (40%). From this amount the following items are deducted: treasury
shares (€198m), intangible assets (€73m), goodwill (€423.3m) other prudential
adjustments (€43.8m) in connection with the values of financial instruments
(AVAs and DVAs), plus €1,308.7m in interests in banking, financial and insurance
companies, €1,145.2m of which in respect of the Assicurazioni Generali investment.

No Additional Tier 1 (AT1) instruments have been issued.

Tier 2 capital includes the liabilities issued (€2,088.9m) plus 20% of the
positive reserves for AFS securities (€265.8m), which does not include the net
gain of EU member states’ government securities. Deductions of €488.7m regard
the investments in Tier 2 instruments, in particular subordinated loans to Italian
insurance companies, and the share of the investments in banking, financial and
insurance companies, based on the provisions of the phase-in regime; these include
€286.3m in respect of the Assicurazioni Generali investment.

Issue 31/12/16
ISIN Nominal Book
value value*
MB Secondo Atto 5% 2020 Lower Tier 2 1T0004645542 615,572 466,146
MB Quarto Atto a Tasso Variabile 2021 Lower Tier 2 1T0004720436 396,033 345,308
MB CARATTERE 5,75% 2023 Lower Tier 2 1T0004917842 495,730 494,780
MB Valore Tasso Variabile con minimo 3% 2025 Tier 2 170005127508 500,000 491,544
MBOpera 3,75%, 2026 Lower Tier 2 1T0005188351 299,715 291,147
Total subordinated debt securities 2,307,050 2,088,925

* The calculated value differs from the book value for items recognized at fair value and amortized cost and for buyback commitments.

Subordinated liabilities included in the calculation fell from €2,103.8m to
€2,088.9m as a result of the partial buyback of the MB Secondo Atto and MB
Quarto Atto subordinated issues which had entered the repayment phase (in an
amount of €141.8m and €114.9m respectively), and of the share repaid during
the six months (€49.9m) which was only in part offset by the issue of the new MB
Opera subordinated bond in an amount of €300m. No subordinated tier 2 issue
benefits from the grand-fathering permitted under Articles 483ff of the CRR.

On 28 December 2016 the MB Secondo Atto and MB Quarto Atto bonds still
held on the Group’s books were written off in a nominal amount of €131.4m and
€100m respectively.
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Quantitative information

31/12/16 30/6/16

A. Common equity tier 1 (CET1) prior to application of prudential filters 8,946,687 8,666,398

of which: CETI instruments subject to phase-in regime —
B. CET1 prudential filters (+/-) 1,646 (788)
C. CET1 gross of items to be deducted and effects of phase-in regime

(A +/- B) 8,948.333 8,605,610
D. Items to be deducted from CET1 (2,292,217) (2,109,090)
E. Phase-in regime - impact on CET1 (+/-), including minority interests

subject to phase-in regime (53,284) (51,718)
F. Total common equity tieer 1 (CETT) (C-D+/-E) 6,602,832 6,504,802
G. Additional tier 1 (AT1) gross of items to be deducted and effects of

phase-in regime — —

of which: AT instruments subject to temporary provisions — —
H. Ttems to be deducted from AT1 — —
I. Phase-in regime - impact on AT1 (+/-), including instruments issued by

branches and included in AT1 as a result of phase-in provisions — —
L. Total additional tier 1 (AT1) (G-H+/-I) — —
M. Tier 2 (T2) gross of items to be deducted and effects of phase-in regime 2,088,925 2,103,802

of which: T2 instruments subject to phase-in regime — —
N. Items to be deducted from T2 (137,534) (315,501)
0. Phase-in regime - Impact on T2 (+/-), including instruments issued by

branches and included in T2 as a result of phase-in provisions (85,302) (65,938)
P. Total T2 (M-N+/-0) 1,866,089 1,722,363
Q. Total own funds (F+L+P) 8,468,921 8,227,165

2.3 Capital adequacy

Qualitative information

As at 31 December 2016, the Group’s Common Equity Ratio, calculated
as tier 1 capital as a percentage of total risk-weighted assets, amounted to
12.27%, higher than at 30 June 2016 (12.08%) due to tier 1 capital increasing
to €6.6bn (€6.5bn). The variation in RWAs, from €53.9bn to €53.8bn, is due

to consolidation of the new Barclays business unit (€900m) and to growth in

credit positions, completely absorbed by a rationalization of market positions
(€2.5bn against €3.9bn). Equally, the total capital ratio increased from 15.27%

to 15.74%.
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Quantitative information

Categories/Amounts Unweighted amounts Weighted amounts/requirements
31/12/16 30/6/16 31/12/16 30/6/16
A. RISK ASSETS
A.1 Credit and counterpart risk 62,603,332 59,963,345 47,025,786 45,713,920
1. Standard methodology 62,358,854 59,802,028 46,553,418 45,320,982
2. Internal rating methodology — — — —
2.1 Basic — — — —
2.2 Advanced — — — —
3. Securitization 244,478 161,317 472,368 392,938
B. REGULATORY CAPITAL
REQUIREMENTS
B.1 Credit and counterparty risk 3,762,063 3,657,113
B.2 Credit valuation risk 62,801 65,925
B.3 Settlement risk — —
B.4 Market risk 213,781 321,214
1. Standard methodology 213,781 321,214
2. Internal models — —
3. Concentration risk — —
B.5 Other prudential requirements 264,671 264,671
1. Basic Indicator Approach (BIA) 264,671 264,671
2. Standard methodology — —
3. Advanced methodology — —
B.6 Other calculation elements — —
B.7 Total prudential requirements 4,303,316 4,308,923
C. RISK ASSETS AND REGULATORY
RATIOS
C.1 Risk-weighted assets 53,791,455 53,861,538
C.2 CET1 capital/risk-weighted
assets (CET1 capital ratio) 12.27% 12.08%
C.3 Tier 1 capital/risk-weighted
assets (Tier 1 capital ratio) 12.27% 12.08%
C.4 Regulatory capital/risk-weighted
assets (total capital ratio) 15.74% 15.27%
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Part H - Related party disclosure

2. Related party disclosure

In January 2011 the Group adopted its own related parties’ procedure,
in pursuance of Consob resolution no. 17221 issued on 12 March 2010.
The purpose of the procedure is to ensure that transactions with related parties
executed directly by Mediobanca or via subsidiaries are managed transparently
and fairly.

The Board of Directors of Mediobanca, having received favourable
opinions from the Bank’s Related Parties and Statutory Audit Committees, has
incorporated the Bank of Italy’s most recent instructions on this subject to this
procedure, which introduce prudential limits for risk activities versus related
parties. The new version of the procedure came into force on 31 December 2012
and was updated in May. The full document is published on the Bank’s website
at www.mediobanca.com.

For the definition of related parties adopted, please see part A (Accounting
policies) of the notes to the accounts.

Accounts with related parties fall within the ordinary operations of the
Group companies, are maintained on an arm’s length basis, and are entered into
in the interests of the individual companies concerned. Details of Directors’ and
strategic management’s compensation are provided in a footnote to the table.

2.1 Regular financial disclosure: most significant transactions

In November 2016, the Board of Directors adopted a resolution, subject to a
favourable opinion being expressed by the Related Parties Committee, approving
the Group’s participation as Global Co-ordinator in the pre-underwriting
syndicate for the capital increase by Unicredit S.p.A. up to a maximum amount
of €3bn (guarantee subsequently released effectively in an amount of €1.15bn).
The financial terms and conditions are equivalent based on parity of role for all
participants in the underwriting syndicate.
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2.2 Quantitative information

The exposure (representing the sum of assets plus guarantees and
commitments) passed during the six months from €1.6bn to €1.2bn, due chiefly
to the repayment of certain transactions, and now represents 1.6% (30/6/16:
2.3%) of total assets; symmetrically, interest income represents 1.8% of its

item. The increase in commissions depends chiefly on insurance contracts’

distribution agreements by Group’ entities.

Situation at 31 December 2016

(Em)
Directors, Associates Other Total

statutory auditors related

and strategic parties

management

Assets 1.6 496.2 566.6 1,064.4
of which: other assets — 295.6 345.4 641.0
loans and advances 1.6 200.6 221.2 423.4
Liabilities 16.3 0.5 693.9 710.7
Guarantees and commitments — — 118.3 118.3
Interest income — 11.5 5.4 16.9
Interest expense 0.1) — 0.7) 0.8)
Net fee income — 3.6 22.1 25.7
Other income (costs) (14.2) ! (3.8) 20.3 2.3

! Of which: short-term benefits amounting to €12.8m and performance shares worth €1m. The figure refers to the staff included in the definition of

management with strategic responsibilities during the year.

Situation at 30 June 2016

(Em)
Directors, Associates Other Total

statutory auditors related

and strategic parties

managemenl

Assets 1.6 582.8 865.6 1,450.0
of which: other assets — 373.5 344.5 718.0
loans and advances 1.6 209.3 521.1 732.0
Liabilities 17.6 0.5 864.4 882.5
Guarantees and commitments — — 163.2 163.2
Interest income — 25.7 17.8 43.5
Interest expense 0.1) — (3.0 (3.1)
Net fee income — 31.4 12.6 44.0
Other income (costs) (28.5)! (7.2) (8.3) (44.0)

! Of which: short-term benefits amounting to €25.4m and performance shares worth €2.8m. The figure refers to the staff included in the definition

of management with strategic responsibilities during the year.
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Part I - Share-based payment schemes

A. QUALITATIVE INFORMATION

1. Information on capital increases for use in share-based payment schemes using the
Bank’s own equity instruments

The increases in the Bank’s share capital for use in connection with the stock
option, performance stock option and performance share schemes approved
reflect the following situation:

Extraordinary general meeting held on No. of shares Awards Deadline for No. of options
approved expire on exercising options and performance
shares awarded

FOR USE IN CONNECTION WITH STOCK
OPTION AND PERFORMANCE STOCK
OPTION SCHEMES

27 October 2007 40,000,000 27 June 2012 1 July 2022 15,536,000
FOR USE IN CONNECTION WITH

PERFORMANCE SHARE SCHEMES

28 October 2015 20,000,000 X 28 October 2020 7,852,165 "

! In respect of awards made in 2012, 2013, 2014, 2015 and 2016.

2. Description of stock option and performance stock option schemes

The stock option and performance stock option schemes approved pursuant to
Article 2441, paragraphs 8 and 5, of the Italian Civil Code, provide for a maximum
duration of eight years and a vesting period of thirty-six months.

The schemes were launched with the dual purpose of encouraging loyalty
retention among key staff members, i.e. persuading employees with essential
and/or critical roles within the Group to stay with Mediobanca, and making the
remuneration package offered to them more diversified and flexible.

The choice of beneficiaries and decisions as to the number of options to be
allotted are taken in view of the role performed by the person concerned with the
company’s organization and their importance in terms of creating value.

Awards of stock options finished with the financial year ended 30 June

2012, and the vesting ended in June 2015; hence the remaining shares from the
resolution adopted by shareholders in general meeting cannot be used.
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3. Description of performance share scheme

As part of its use of equity instruments for staff remuneration purposes,
Mediobanca has also chosen to adopt a performance share scheme, which was
approved by the Bank’s shareholders at the annual general meeting held on 28
October 2015 (in renewal of the scheme approved by shareholders in annual
general meeting on 28 October 2010).

Under the terms of the scheme, under certain conditions Mediobanca
shares may be awarded to staff free of charge at the end of a vesting period. The
rationale for the scheme is to:

— bring the Bank’s remuneration structure into line with the regulations
requiring that a share of the variable remuneration component be paid in the
form of equity instruments, over a time horizon of several years, subject to
performance conditions and hence consistent with results sustainable over
time;

— align the interests of Mediobanca’s management with those of shareholders
to create value over the medium/long term.

In connection with this proposal, a resolution to increase the company’s
share capital was adopted by shareholders at the annual general meeting
referred to above, with up to 20 million new Mediobanca shares being issued;
the 15,780,237 treasury shares owned by the Bank may also be used for this
purpose.

During the period under review, as part of staff variable remuneration for
the 2016 financial year, a total of 2,208,774 performance shares were awarded;
the shares, which are conditional upon certain performance targets being met
over a three-year time horizon (or four years in the case of Directors who are also
members of the Group’s management), will be made available in four tranches
(up to 1,013,906 in FY 2018/19, up to 629,456 in FY 2019/20, up to 443,330
in FY 2020/21, and up to 122,082 in FY 2021/22).

On 25 November 2016 a total of 1,691,054 shares were issued, in connection

with the performance share awards made in 2012, 2013 and 2014, against the
capital increase implemented in 2015.
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B. QUANTITATIVE INFORMATION

1. Changes to stock option scheme during the period

31/12/16 30/6/16
No. of Avg. Avg. No. of Avg. Avg.
performance price expiry performance price expiry
shares shares
A. Balance at start of period 10,167,500 6.55 August 18 22,256,000 8.57 July 17
B. Additions
B.1 New issues — — X — — X
B.2 Other additions — — X — — X
C. Reductions
C.1 Performance shares
cancelled —_ —_ X 10,706,000 10.74 X
C.2 Performance shares
made available 90,000 6.54 X 1,382,500 6.53 X
C.3 Performance shares
expired — — X — — X
C.4 Other reductions — — X — — X
D. Balance at end of period 10,077,500 6.55 August 18 10,167,500 6.55 August 18
E. Performance shares
exercisable as at
reporting date 10,077,500 6.55 X 10,167,500 6.55 X
2. Changes to performance share scheme during the period
31/12/16 30/6/16
No. of Avg. price No. of Avg. price
performance performance
shares shares
A. Balance at start of period 7,377,896 5.27 7,980,504 4.20
B. Additions
B.1 New issues 2,208,774 5.05 1,858,951 8.21
B.2 Other additions — — — —
C. Reductions
C.1 Performance shares cancelled — — — —
C.2 Performance shares made available 1,691,054 4.82 2,461,559 4.62
C.3 Performance shares expired — — — —
C.4 Other reductions — — — —
D. Balance at end of period 7.895,6016 5.30 7,377,896 5.27
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Part L - Segmental reporting

A. PRIMARY SEGMENTAL REPORTING

Under the new three-year strategic plan, the Group’s operations are now

structured into five separate divisions:

Corporate & Investment Banking (CIB): this division brings together all
services provided to corporate clients in the following areas: Wholesale
Banking (lending, advisory, capital markets activity and proprietary trading);
and Specialty Finance (factoring and credit management, including NPL
portfolios);

Consumer Banking (CB): this division provides retail clients with the full
range of consumer credit products, ranging from personal loans to salary-
backed finance (Compass and Futuro);

Wealth Management (WM): this division brings together the Group’s retail
banking activities (CheBancal!) along with asset management for the various
client brackets: Affluent & Premier (CheBanca!); Private & HNWI (Banca
Esperia, Spafid and Compagnie Monégasque de Banque); the division also
comprises Cairn Capital (Alternative AM);

Principal Investing (PI): the Group’s portfolio of equity investments and
holdings, including the stake in Assicurazioni Generali;

Holding Functions formerly the Corporate Centre): this division houses the
Group’s Treasury and ALM activities (which previously were included in the
CIB division) with the aim of optimizing consolidated funding and liquidity
management; it also includes all costs relating to Group management
functions, most of which were also previously allocated to CIB, and to
Leasing operations.
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A.1 Profit-and-loss figures by business segment

(Em)

Profit-and-loss data Corporate & Consumer Wealth Principal  Holding Writeoffs ! Group
Investment Management  Investing  Function
Banking

Net interest income 153.4 408.4 117.5 (3.6) 47.1) 7.0 635.6
Net trading income 54.0 — 6.0 6.8 0.3 (3.3) 63.8
Net fee and commission income 107.0 672 90.2 — 9.1 (36.7) 236.8
Share in profits earned by equity-
accounted companies — — — 134.7 — 1.5 136.2
Total income 314.4 475.6 214.3 137.9 (38.3) (31.5) 1,072.4
Personnel costs (61.7) (45.5) (83.0) (L6) (50.2) 109 (23L1)
Administrative expenses (50.5) 91.3) 87.7) 0.3) (20.3) 177 (2324)
Operating costs (112.2) (136.8) (170.7) (1.9) (70.5) 28.6 (463.5)
Gain (losses) on AFS — — 3.1 1189 — 0.3) 121.7
Net loss provisions (12.2) (159.0) (10.9) 0.9 9.3) 0.7 (191.6)
Others — — 213 — (56.3) 2.8 (26.2)
Profit before tax 190.0 179.8 63.1 254.0 (174.4) 0.3 5128
Income tax for the period (63.8) (57.1) (14.3) (12.0) 53.5 0.8 (92.9)
Minority interest — — — — (1.7) — (1.7
Net profit 126.2 122.7 48.8 242.0 (122.6) 1.1 418.2
A.2 Balance-sheet data by business segment

(€m)
Profit-and-loss data Corporate & Consumer Wealth Principal  Holding Writeoffs ! Group

Investment Management Investing Function
Banking

Financial assets held for trading 9,595.6 — 34.8 —_ —_ 7052 10,335.7
Treasury funds 1,9374 — 02 — 8,300.2 (L7 10,236.1
AFS securites — 1.1 56.5 640.4 — (0.4) 697.6
Banking book securities 0662.3 754 602.9 — 6,932.0 0.1 82727
Loans and advances to customers 15,357.8 11.244.9 9,104.9 —_ 2,362.2 (471.5)  37.598.3
Equity investments — — — 3.346.1 — 9.1 34411
Tangible and intangible assets 12 369.3 317 — 2473 138.3 7878
Other assets 29.8 613.0 348.8 — 1,075.2 38.8 2,105.6
Total assets 27,584.1 12,303.7 10,179.8 3,986.5 18,916.9 503.8 73,474.9
Funding — 2,147.6 18,100.7 — 301183 (701.3)  49,605.3

! Tht‘ c ()lumn hed(lt‘d “W nlt‘oﬁs inc ludes Ihf‘ c ()nml)utwn ()i Bdm a Espend, whl( h f()r 4)[)(-‘1dtm{, reasons is (mwllddted pro rata, along with any
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ANNEXES



New restated balance sheet: reconciliation

With the presentation of the new three-year strategic plan, it has been
decided to adopt a new internal balance sheet format which is more closely
aligned with the official reporting schemes (Finrep), in particular with respect
to Total Assets, for which the definitions now match perfectly to ensure that a
single figure is used to calculate the various indicators.

There are three main changes compared to the previous format:

1. The heading “Net treasury assets” has been split into four new headings
(two on the asset and two on the liability side), which include investments in
securities and derivatives (treated as assets or liabilities depending on the
respective fair value), and treasury liquidity operations (deposits, repos and
securities lending) which are treated as amounts due from and/or to banks
or customers;

2. Hedge derivatives are no longer represented according to the instrument
hedge but on the basis of the accounting sign;

3. AFS debt securities have all been allocated to a single heading together.

The scheme for reconciliation of the balance-sheet data for the periods
ending 31 December 2015 and 30 June 2016 is as follows:
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Reconciliation between new and old divisions

Revenues (€m)
31 December 2015 Wholesale Private Consumer Retail Principal Corporate of which Writeoffs Total
banking  Banking Banking Banking Investing Center Leasing and 1C
Corporate &
Investment Banking
(CIB) 279.0 — 17.9 — — — — 9.0 305.9
of which Wholesale
banking 279.0 — — — — — — 279.0
Specialty
Finance — — 17.9 — — — — 9.0 26.9
Consumer
Banking (CB) — — 422.6 — — — — —  422.6
Wealth Management
(WM) — 66.8 — 96.2 — — — — 163.0
of which Private
Banking — 60.8 — — — — — — 66.8
Chebanca! — — — 96.2 — — — — 96.2
Principal
Investing (PI) — — — — 153.2 — — —  153.2
Holding
Functions (HF) (28.5) — — — — 33.6 — — 5.1
of which Leasing — — — — — — 28.6 — 28.6
Writeoffs and 1C — — — — — — — — —
Total revenues 250.5 66.8 440.5 96.2 153.2 33.6 28.6 9.0 1,049.8
Costs €m)
31 December 2015 Wholesale Private Consumer Retail Principal Corporate of which Writeoffs Total
banking Banking Banking Banking Investing Center Leasing and IC
Corporate &
Investment Banking
(CIB) (101.0) — (12.7) — — — — 0.5 (113.2)
of which Wholesale
banking (101.0) — — — — — (101.0)
Specialty
Finance — — (12.7) — — — — 0.5 (12.2)
Consumer
Banking (CB) — —  (120.9) — — — — (9.6) (130.5)
Wealth Management
(WM) — (48.4) — (80.2) — — — 0.5 (128.1)
of which Private
Banking — (48.4) — — — — — (48.4)
Chebanca! — — — (80.2) — — — 0.5 (79.7)
Principal
Investing (PI) — — — — (4.5) — — 1.5 (3.0)
Holding
Functions (HF) (41.7) — — — — (33.9) — —  (75.6)
of which Leasing — — — — —  (138) — (13.8)
Writeoffs and IC 2.2 — — — — — — — 22
Total costs (140.5) (48.4) (133.6) (80.2) (4.5) (33.9) (13.8) (7.1) (448.2)
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Net profit/(loss)

(€m)

31 December 2015 ‘Wholesale Private Consumer Retail Principal Corporate of which Writeoffs Total
banking Banking Banking Banking Investing Center Leasing and IC
Corporate &
Investmenti Banking
(CIB) 100.5 — (3.6) — — — — 9.4 106.4
of which Wholesale
banking 100.5 — — — — — — 100.5
Specialty
Finance — (3.6) — — — — 9.4 5.8
Consumer
Banking (CB) — 69.7 — — — — 0.5 70.2
Wealth
Management (WM) — 17.9 — 5.3 — — — 0.5 23.7
of which Private
Banking — 17.9 — — — — — — 17.9
Chebanca! — — 5.3 — — — 0.5 5.8
Principal
Investing (PI) — — — 228.2 — — 1.5 229.7
Holding
Functions (HF) (41.2) — — — (519 — 0.1 (93.0)
of which Leasing — — — — — 3.0 — 3.0
Writeoffs and 1C (2.6) — — — — — (13.2) (15.8)
Net profit/(loss)
for the period 56.7 17.9 66.1 5.3 228.2 (51.9) 3.0 (1.2) 321.1
RWAs (€m)
31 December 2015 ‘Wholesale Private  Consumer Retail Principal  Corporate Total
banking Banking Banking Banking Investing Center
Corporate & Investmenti
Banking (CIB) 28,339.6 — 720.7 — — — 29,060.2
of which Wholesale
banking 28,296.6 — — — — — 28,296.6
Specialty Finance 42.9 — 720.7 — — — 763.6
Consumer Banking (CB) 341.3 —  9,932.0 — — — 10,273.3
‘Whealth Management
(WM) 456.8 1,651.4 — 1,973.3 — — 4,081.6
of which CheBanca! 454.0 — —_ 1,973.3 — — 24274
Private Bankig 2.8 1,651.4 — — — — 1,654.2
Principal Investing (PI) 141.9 — — — 11,148.4 — 11,290.4
Holding Functions (HF) 1,691.2 — — — —  2,374.4 4,065.6
Total RWA 30,970.8 1,651.4 10,652.7 1,973.3 11,148.4 2,374.4 58,771.1
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Revenues

(€m)

30 June 2016 ‘Wholesale Private Consumer Retail Principal Corporate of which Writeoffs Total
banking Banking Banking Banking Investing Center Leasing and IC
Corporate &
Investment Banking
(CIB) 568.2 — 56.8 — — — — —  625.0
of which Wholesale
banking 568.2 — — — — — — — 568.2
Specialty
Finance — — 56.8 — — — — — 56.8
Consumer
Banking (CB) — — 873 — — — — — 873.0
Wealth Management
(WM) — 1417 — 1924 — — — —  334.1
of which Private
Banking — 141.7 — — — — — — 141.7
Chebanca! — — — 192.4 — — — — 192.4
Principal
Investing (PI) — — — — 284.2 — — — 284.2
Holding
Functions (HF) (71.3) — — — — 64.1 54.6 0.7 (6.5)
of which Leasing — — — — — — 54.6 — 54.6
Writeoffs and 1C — — (5.3) — — — — — (5.3)
Total revenues 496.9 141.7 924.5 1924 284.2 64.1 54.6 0.7 2,104.5
Costs (€m)
30 June 2016 Wholesale Private Consumer Retail Principal Corporate of which Writeoffs Total
banking  Banking Banking Banking Investing Center Leasing and 1C
Corporate &
Investment Banking
(CIB) (211.5) —  (30.8) — — — — — (242.3)
of which Wholesale
banking (211.5) — — — — — — — (211.5)
Specialty
Finance — — (30.8) — — — — —  (30.8)
Consumer
Banking (CB) — — (274.0) — — — — — (274.0)
Wealth Management
(WM) — (106.1) — (163.3) — — — 1.0 (268.4)
of which Private
Banking —  (l06.1) — — — — — — (l106.1)
Chebanca! — — —  (163.3) — — — 1.0 (162.3)
Principal
Investing (PI) — — — — (8.9) — — 3.0 (5.9)
Holding
Functions (HF) (94.3) — — — —  (67.9) (28.7) — (162.2)
of which Leasing — — — — — —  (28.7) —  (28.7)
Writeoffs and 1C 4.1 — 8.5 — — — — — 12.6
Total costs (301.7) (106.1) (296.3) (163.3) (8.9) (67.9) (28.7) 4.0 (940.2)
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Net profit/(loss)

(€m)

30 June 2016 ‘Wholesale Private Consumer Retail Principal Corporate of which Writeoffs Total
banking Banking Banking Banking Investing Center Leasing and IC
Corporate &
Investmenti Banking
(CIB) 206.8 — 16.0 — — — — — 22238
of which Wholesale
banking 206.8 — — — — — — 2068
Specialty
Finance — 16.0 — — — — — 16.0
Consumer
Banking (CB) — 153.8 — — — — — 153.8
Wealth
Management (WM) — 29.5 — 7.5 — — — 1 38.0
of which Private
Banking — 29.5 — — — — — — 29.5
Chebanca! — — 7.5 — — — 1 8.5
Principal
Investing (PI) — — —  370.2 — — 3 373.2
Holding
Functions (HF) (107.7) — — — — (77.0) — — (184.7)
of which Leasing — — — — — — 4.6 — 4.6
Writeoffs and 1C 5.4 — 0.7 — — — — (4.8) (1.3)
Net profit/(loss)
for the period 104.5 29.5 170.5 7.5 370.2 (77.0) 4.6 (0.8) 604.5
RWAs (€m)
30 June 2016 Wholesale Private  Consumer Retail Principal  Corporate Total
banking Banking Banking Banking Investing Center
Corporate & Investmenti
Banking (CIB) 26,326.3 — 903.4 — — — 27,229.7
of which Wholesale
banking 26,305.3 — — — — — 26,305.3
Specialty Finance 21.0 — 903.4 — — — 924.4
Consumer Banking (CB) 376.2 — 10,872.2 — — — 11,248.4
‘Whealth Management
(WM) 400.8 1,837.3 —  2,118.0 — —  4,356.1
of which CheBanca! 394.3 — —_ 2,118.0 — — 2,512.3
Private Bankig 6.5 1,837.3 — — — — 1,843.8
Principal Investing (PI) 183.8 — — —  6,572.5 —  6,756.3
Holding Functions (HF) 2,038.8 — — — —  2,232.3  4,271.1
Total RWA 29,325.9 1,837.3 11,775.6 2,118.0 6,572.5 2,232.3 53,861.6
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Consolidated Balance Sheet/Profit and Loss Accounts
Reconciliation between Reclassified Balance Sheet and
mandatory Balance Sheet ex. Bank of Italy Circular

262/2005.

The Balance Sheet provided on p. 16 reflects the following restatements:
for which regards Assets:

—  Treasury funds comprises asset headings 10 “Cash and cash equivalents”;
current account and demand deposits, repos, as well as other time deposits
and other hedging under heading 60 “Due from banks” and 70 “Due from
customers”; and also other items under heading 160 “Other assets”;

— Banking book securities comprises debt securities under heading 40
“Financial assets available-for-sale”, heading 50 “Financial assets held-
to-maturity”, heading 60 “Due from banks” and heading 70 “Due from
customers”;

— Loans and advances to customers comprises heading 60 “Due from banks”
and 70 “Due from customers”, except for amounts directly reclassified in
other headings;

—  Other assets comprises the entire heading 160 “Other assets”, heading 140
“Tax assets”, heading 80 “Hedging derivatives” and other debtors under
heading 60 “Due from banks” and 70 “Due from customers”;

for which regards Liabilities:

—  Funding comprises heading 10 “Due to banks” and 20 “Due to customers”,
except from items that are comprised into Treasury funding and other
creditors which are comprised into Other liabilities;

—  Treasury funding comprises current account and demand deposits, repos,
as well as other time deposits and other hedging under heading 10 “Due to
banks” and 20 “Due to customers”;

—  Other liabilities comprises other creditors under heading 10 “Due to banks”
and 20 “Due to customers”, heading 60 “Hedging derivatives”, heading 80
“Tax liabilities” and heading 130 “Insurance reserves”.
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Reconciliation between Reclassified Profit and Loss and

mandatory Profit and Loss ex. Bank of Italy Circular
262/2005

The Profit and Loss provided on p. 15 reflects the following restatements:

Net interest margin comprises heading 10 “Interest and similar income”,
heading 20 “Interest expenses and similar charges”, hedging derivatives
differentials related to held-for-trading securities of heading 80 “Net trading
income” and the net result from hedging activities of loans to customers and
of funding of heading 90 “Net hedging income (expense)”;

Treasury income comprises heading 70 “Dividends and similar income”,
heading 80 “Net trading income” (except for the amount under the net
margin interest), the result of the banking book securities included in heading
100 “Gain (loss) on disposal/repurchase” and the share of repos in headings
40 “Fee and commission income” and 50 “Fee and commission expense”;

Net fee and commission income comprises heading 60 “Net fee and
commission income”, the operating incomes of heading 220 “Other
operating income (expenses)” and the reversal on purchased NPL exposures
of heading 130 “Adjustments for impairment”;

Loan loss provisions comprise heading 130 “Adjustments for impairment”
(apart from NPL write-backs) and the losses on credit disposal included in

?

the heading 100 “Gain (loss) on disposal/repurchase ”;

Other profits (losses) comprise the non-recurring costs of heading 180
“Administrative costs”, especially the contributes to the SRF and the DGS,
the provisions for restructuring and impairment of tangible and intangible
assets.

222 | Interim Report for the six months ended 31 December 2016



o8y 'D (6'26) (@92 (6°2) (268D r1er  (S°€9¥) T'9€l 8'9¢T 8¢9 9°6g9  woumqoIpdly 01 dpquInqLme poLiod o doy (ssop) ioad 1N g
ANAV Ahﬂv — — — _— _— _— —_— _— —_— _— wuﬁm‘:‘.:«E 0] uﬁﬂmﬁzﬁfﬁﬂ 10:&& vr_ﬁ h@.w AmmOC :mo:» uuz OM.M.
6'617 — (6'26) (292) (62 (2'g8D) L1 (S°€9¥) Tl 8'9¢C 8¢9 9'SE9 powad oyy 1og (ssop) 1goad 1N “0ZE
— — — — — — — — — — — — Xe] 19}Je SjuauisoAul Jo [esodsip uo (ssof) ures) (¢
6’61V — (626) (T92) (6°2) (L°€81) L1el  ($°€9%) T9¢l 8'9¢¢ 8¢9  9'C€9 X} 191j8 SoNIANOE LIeurpio uo (sso)) 1yoaq ‘00g
6ce) — 6zco) — — — — — — — — — 10 U0 12k 9] 10J XB] JWOdU[ (6T
8TIS — — (@93 (6 (2¢8D  r1er (S°€9¥) T'9€l 8'9¢C 8¢9 9°¢g9 xe1 da05aq Lianav Liwugpao uo (ssop) 1oid 08T
- - - - — — — — — — — — sjuausaAul Jo [esodstp uo (ssof) ures *(1g
—_— —_— —_— AWCV —_— —_— —_— Z9¢T — — — SjuausaAUT %.:-;vm uo AmmAvC ﬂmNU M4
- - (z92) — - - (s°¢91) — 9'VY - - §1500 SunendQ “0€g
— — €36 — — — [ — [X%% — — (sosuadxa) awoour unendo LYI() “07¢
— — — — — — ¢z — — — — sjosse o[qi3urul 0] Juawsn(pe 10N 017
— — — — — — (1X3)] — — — — sjasse a[qIsur) 0] juaunsnlpe 10N 007
— — A@.—NNV — — — Awﬁv — J— — — w:OmmCOHQ 0] m‘—wvm:mb umz 061
— — 60 — — — 025 — — — — sosuadxo danensIUIpPY (8]
- - - 9L (L'€81) Lliel — - c'col 8¢9 9'¢¢9 SaNIANOE dousmsUY pue epuey wody 1oad N (LT
— — — — — — — — [§D) — — SOIIALDR 9DURINSUL WOLJ (J9U) QWOdUL 1Y} (9]
— — — — — — — — 1'¢T — — (19u) poures wmtwaad 1N "OGT
- - - 9L (2°€81) Llrer — - 6'CLI 8¢9  9'¢¢9 suoneaado [erURUY WOLy Jwodut PN OF [
— — — 9L (9°981) — — — L'l — — Juawiredwr 1oy sjusunsnlpy g
- - - - 6'C Llel — - c'991 8¢9  9'¢e9 auoout [B10], "0z 1
— - - — 6¢ rrer — — — gL — aseypindai/[esodsip uo (ssof) ute9) “00T
— — — — — — — — — — 33 (osuadxa) awoour SurBpay 19N
- - = - - - - - - oor (2
— — — — — — — — — 6°Ce — QUWIODUT JR[IWIS PUB SPUIPIAL(] ()L
.ﬂ.mG— f— f— —_— —_— —_— —_— —_— —_— N.@@ﬂ AW.QV — QUOIUL UOISSIIIOD —u—.ﬁw QQ.* aQZ .O@
(rge)  — - - - — — — — @99 61 — 9SUadXo UOISSIWWO) PUE 99, "0
¢eoe — - — — - - - - jixdire Tl — ISSIWWOD pue 99,4 "
L's€9 — - - - - - - - - - L°S€9 AUWOHUL ISHINUL N “0€
69z8) — — — — — — — — — — (6'92¢) SOBIRYD IR[IWIS PUB 9SUadX9 1S910U] ()7
9296 p— p— — f— —_— —_ — — —_ —_— 9296 auoout ,E_Msww ﬁ:& ﬁmm‘—w.ﬁa 01
porsad uyTpue
aq (sassoy) WLH ‘SAV somumsdwod  dwodur Quoour
joad sisaroqur a0y xey  sjyoad sjosse [eouruy  suoisiaoad o (S9850]) $1500 panumoson UOISSIWWIO)  JWODUT  1SIIdJUT
1N fiouryy  swoauy J9YI(Q) 10J SUOISIAOL]  SSO] uBOT| ures Suneaadq -Kymbg pue 29y 10 Amseaay, 19N JUN0IOE SSO[ puE 1Yod g

(w3)

9I0Z/ZI/IE SSOT puv 1101 paippijosuor)

223

Notes to the accounts | Annexes



<09 (1'e) (8D (€700 (b'61) (6'8TF) ¥l  (6'168) L'9SC 1°0SV T'€ET L°90T T vouRqoIpoy 01 d[qemqrme porid ot 10§ (ssof) wyoad 1N “OF ¢
T @T9 — — — — — — — — — — sanuoutw o} d[qein|re potiad oy 1oy (ssof) 1yord 1N “0£€
9'L09 — (z8eD) (€701 (7'61) (681%) T¥el (6'168) L'9¢T 1°0S¥ T€ET L'90T°T poriad oty x0j (ssop) wyoad 1N “0z€
_— —_— —_— —_— —_— —_— —_— —_— —_— _— —_— —_— Xe] n@@ﬁ ﬁ:uz:mt.):m .wc ﬁﬂmcam% uo Ammc: :QU CMM,
9°L09 — (z8gD) (€701 (F'61) (681%) T¥al (6'168) L'9<T 1°0S¥ T'€ET L°90T°T X} 191j8 SONIAIIOE LIeUIpIo uo (SSo)) 1yoiq “(0€
(LgzD) (282D — — — — — — — — — 1 Lreurpio uo Lok 9y} 10§ Xe) SWONU] ()6
€9¢L — — (€101 (F'61) (6'8TF) ¥l  (6°168) L'9SC T°0S¥ T°€ET L°90TT xe} 910§0q Kj1anoe Lieurpao uo (ssof) 101 ‘08g
— — — — — — — — — — — — SJUAWISIAUL JO ?mo%% uo Ammoc ureS ‘()22
Lo — — — — — 002 — L1952 — — — siwaunsoaut Aymbo uo (sso) ures) Opg
(1'106) — — Fvor) — — — (6'168) — 2°S6 — — §1500 Funend( “0gg
6Vl — — — — — — vor — [ — — (sosuadxa) owoour Sureiado LY 072
@60 — — — — — — @61 — — — — siasse afqisuryut o} Jusunsnipe 1N O1g
(9°02) — — — — — — 902) — — — — sjasse a[qIsur) 0] juaunsnlpe 10N 007
0o — — (02 — — — (¢ — — — — suotstaoxd 0y s1opsuen 1N (61
90001 — — (rzo) — — — (6268) — (#0) — — sosuadxo oAnensIUIWPY (8]
8°09¢°T — — 10 (F'61) (6'8TF) TT0T — — 0°Sse T'€ET L9021 SANIANOE douBmsUY pue Epuey wody 1oad N (LT
(9cD — — — = — — — — (9cp — — SONIATIOR 9OURINSUL WO (19U) WOUL 12U 091
mc.w — — — — — — — — mc._u — — CG:v Tc:&mu EEEC.:— ch Cmﬁ
9°63€'T — — 10 F'61) (6'81T%) T¥vOT — — L°€3e T'€ET L'90T°1 suoneaddo [EroURIY wWo.y Swoout PN “OF [
Ly — — 10 ol 0868) — — — — — — JupurRdwr 10§ sjuswsnlpy "¢ [
0 LVLT— — — — (6'02) TVOT — — L°€2e T'€ET L9021 awooul [¥10], "OZT
€% @ — — — — (6°02) zrr — — — 0er  — aseypndayesodsip wo (ssof) ureq “(0T
g — — — — — — — — — — [ (asuadxa) owoour SuISpay 1N ‘06
08¢ — — — — — — — — — rov (1o awioour urpexn PN (8
mC..w —_ —_ _— _— —_ —_ —_ _— —_ mom —_ w:\_cczm uﬁﬂ::m —v:m m_u:w—v_.:ﬁ— Oﬁ
Lgee — — — — — — — — L°€2¢ oD — AWODUI UOISSIWWOD PuE 99) 1P\ "9
Ao.vww — — — — — — — — ©19) [F&a) — 9suadXa UOISSIUWod pue 994 "0
mcc.v —_— _— —_— _— _— —_— _— _— CWO% Nﬂ _— cESE :cmmmmEEcc T:m wwm Cﬁ
S°002° T — — — — — — — — — — €°00C°T QWO 1S0101W 1IN “0€
T90,) — — — — — — — — — — (T'902) SIBIRYD IB[IWIS PUB 9SUadX 1S919U] ()7
@OOOJ —_— —_— —_— —_— —_— —_— —_— —_— _— —_— OOOQJ mEoo—: ,E_I\Ew _u:N ﬂmuhwgzﬁ OM
u¥T1pue

porad oy (sassop)  sjasse WLH ‘SIV somuesdwod  owoour
:*O.:— mﬂmvhﬁa:m .-..v.— Xe} m-r.«nv.-nm —an-:w:-..— .:.v.— m--.-mmm.:.-.-.m uo Avn@mma.: 81800 m-wu:.—:.-o...m --.-mm,nm—:::.-u- w-:ao:m @E-.v.a:m
1PN b_..::m: auoduy JqQ0 SUOISIAOI ] SSO[ ueo| ures) w:_ﬁ.-o.mc .»...Erm— pue 29y 19\ >...=§9.h 18909t 1N UMD SSO[ pue oI J

()

910&/90/0€ SSOT puv 11jo1d pa1vp1josuoy)

224 ‘ Interim Report for the six months ended 31 December 2016



reg (0@ (29 (¢12) @eD (6720 <€T6 (8611 8'8€1 ¥'Leg $'SP €109 vounqoipoly o1 dpquinqme potiod o oy (ssop) ioad 1y ‘0
02 02 — — — — — — — — — — senLoutw oy s[qenqune pouad oy 10j (ssof) iyoid JoN “0ge
1¢es — (9 (¢12) (22D (cvge) <26 (8611 8'8EL %44 8'ST €709 potad oyy 1og (ssop) 1goad N “0ZE
— — — — — — — — — — — — Xe] 1918 SJUSU]SIAUT Jo [esodSIp Uo (Ssof) ures) "¢
1'¢ee — (9 (¢12) (22D (c¥g2) Sg6 (8611 8'8EL ¥'L3C 8'Sh €709 Xu] 191 SoniANoE Leurpao uo (sso)) 1501q 00§
@) — L9 — — — — — — — — — 10 U0 18k 9] 10J XB] 9WOdU[ (6T
€08 — - (s12) (22D (6v2e)  €T6 (8611 8'8€1 V'LTT 8'Sr €109 Xe1 du05aq Lpanav Liwugpao uo (ssop) 1yoid 08T
— — — — — — — — — — — — sjuausaAul Jo [esodsip uo (ssof) ures *(2g
9T — — — — — — — 9'9¢T — — — sjuaunsaaut £1mba uo (ssof) ures) “opg
(T — — (€12 — — — (8°617) — 16V - — §1500 Funend() “0gg
019 — — — — — LT — 76V — (sosuadxa) awoour Sunendo LYI() “07C
(z6) — — — — — — (Z6) — — — — sjosse o[qi3uryul o] Juawsn(pe 10N 017
(2'6) — — — — — — (L6 — — — sjasse a[qIsur) 0] juaunsnlpe 10N 007
(171 — — — — — — 171 — — — — suotstaoxd 0] siajsuen) 19N ‘061
(€o8y) — - Cw  — - - ) — (ro) - - sosuadxo aAnensuIpy 081
L'€89 — - - (L2 (¢'182)  <°c6 - - €8LI 8¢y €109 SANIANOE douBmsUY pue [epuey wody 1oad N (LT
©92) — — — — — — — — 92) — — SOIIALOR 9OURINSUL WOLJ (J9U) dWO0dUL 1Y} (9]
¥'2e — — — — — — — — 22 — — (19u) poures wmtwaad 10N "OGT
0699 — - - en (€'¥ge) €26 - - 9°¢91 8¢t €109 suoneaado [ErURUY WOy Jwodut PN “OF [
(€80 — - — (gD Osz  — - — - — - 1usuuredut Joj sjuawisnipy “0g1
€L06 — - - - ' <$°C6 - - 9°¢91 <y €709 woout [e10], "0z 1
Toor  — — — — It §T6 — — — L9 — aseyindai/[esodsip uo (ssof) ute9 “0T
e — — — — — — — — — — e (asuadxa) owoour SurSpay 1N ‘06
66 - - - - - - - - 01 ©90) awioour Surpen PN (8
062 — — — — — — — — — 06z — AWIODUT JRIWIIS PUR SPUIPIAI( ()L
€91 — - - - - - - - 9°¢91 (€0 — IWOOUL UOISSIUWOY PuE 39) 19N (09
@y — — — — — — — — €1 60 — 9SUadX9 UOISSIWWOD PUB 93] "G
¢se  — - - - - - - - 6702 90 - QUOIUT UOISSIWWOD PUB 99,1 “(f
9'109 — - - - - - - - - - 9°109 AUWOHUL ISHINUL N “0€
Wvoe) — — — — — — — — — — 1v9¢) SOBIRYD IR[IWIS PUB 9SUadX9 1S910U] ()7
0996 — — — — — — — — — — 0'996 SWI0DUT TR[TWITS PUB 1S219U] “()]
uw1pue

porsod (sasso[)  sjasse WLH ‘SIV souesdwod  owoour
:.‘..-.-A‘ S1sag9ur .\-J.— .-.d.‘ xe} md_‘nvh—u —ﬂmv-:«:-..‘ .-..v.— m-—ﬁmmm.».d.-m uo Avnn-vnmﬂ-: 81800 m-.d.—-.—:.-n—..-ﬂ UOISSTIIIIo) QuWodur  Iuwovur
1N Ajoury  swoduy EEL ) SUOISIAOL ] SO uroT| ures Suneaadg -Kimbyy pue 295 19 Aansea.y, 159101U1 19N 1UNOIOE SSO] puE 1o J

(w3)

STOZ/ZI/IE SSOT puv 1101 paippijosuor)

225

Notes to the accounts | Annexes



Mediobanca S.p.A: Balance sheet/Profit and loss Account

Reconciliation between reclassified Balance Sheet and

mandatory Balance Sheet ex Bank of Italy circular 262/2005

Mediobanca S.p.A. Balance Sheet 31/12/2016 (€m)
Assets Financial ~ Treasury ~ AFS  Banking  Loans and Equity Tangible and ~ Other Total
assets held  financial  equity book  ad to i ibl. assels assels
for trading assels securities  customers assels

10. Cash and cash equivalents — 16322 — — — — —  1,632.2

20. Financial assets
held for trading 9.489.3 — — — — — —  9,489.3

40. Financial assets
available-for-sale — — 6404 5.284.7 — — —  5,925.1

50. Financial assets
held-to-maturity — — — 2,051.7 — — —  2,051.7
60. Due from banks — 54239 — 95.1 13,738.7 — 201 19,277.8
70. Due from customers — 38782 — 3,003.1 11.977.8 — 252 18,884.3
80. Hedging derivatives — — — — — — 6701 670.1
100. Equity investments — — — — — 2,786.5 — —  2,786.5

120. Property, plant and

equipment — — — — — 118.0 — 118.0
130. Intangible assets — — — — — 14.0 — 14.0
140. Tax assels — — — — — — 1999 199.9
150. Other assets — — — — — — 71.0 71.0
Total assets 9,489.3 10,934.3 640.4 10,434.6 25,716.5 2,786.5 132.0 986.3 61,119.9
Mediobanca S.p.A. Balance Sheet 31/12/2016 (€m)
Liabilities and net equity Funding Treasury  Financial  Other Provisions Net Total
funding liabilities  liabilities equity liabilities
held for and net
trading equity
10. Due to banks 21,066.5  3,789.6 — 10.8 — —  24,866.9
20. Due to customers 13576  1,964.0 — 1.5 — —  3,323.1
30. Debt securities in issue 19,244.8 — — 0.0 — — 19,244.8
40. Trading liabilities — — 7,299.4 — — 7,299.4
60. Hedging derivatives — — — 592.7 — — 592.7
80. Tax liabilities — — — 362.2 — — 362.2
100. Other liabilities — — — 238.2 — — 238.2
110. Staff severance indemnity provision — — — — 9.5 — 9.5
120. Provisions — — — — 1273 — 127.3
130. Revaluation reserves — — — — — 289.8 289.8
140. Redeemable shares repayable on demand — — — — — — —
150. Equity instruments repayable on demand — — — — — — —
160. Reserves — — — — — 22719 2,277.9
170. Share premium reserve — — — — — 21534  2,153.4
180. Share capital — — — — — 436.4 436.4
190. Treasury shares (-) — — — — —  (198.0) (198.0)
200. Profit for the period (+/-) — — — — — 96.3 96.3
Total liabilities and net equity 41,6689 5,753.6 7,299.4 1,2054 136.8 5,055.8 61,119.9
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Mediobanca S.p.A. Balance Sheet 30/06/2016 (€m)
Assets Financial Treasury AFS Banking  Loans and Equity Tangible and Other Total
assets held financial  equity book ad es 10 i ribl assels assels
for trading assels securitlies  customers assets
10. Cash and cash
equivalents — 1022 — — — — — — 102.2
20. Financial assets
held for trading 8,535.2 — — — — — — —  8,535.2
30. Financial assets
recognised at fair value
through profit and loss — — — — — — — — —
40. Financial assets
available-for-sale — — 8519 68162 — — — —  7,668.1
50. Financial assets held-
to-maturity — — — 19633 — — — —  1,963.3
60. Due from banks — 4,042.7 — —  10.959.1 — — 280 15,029.8
70. Due from customers — 4,299.4 — 29556 12,279.7 — — 176 19,552.3
80. Hedging derivatives — — — — — — 936.7 936.7
100. Equity investments — — — — — 2,687.7 — —  2,687.7
110. Property, plant and
equipment — — — — — — 119.4 — 119.4
120. Intangible assets — — — — — — 12.7 — 12.7
130. Tax assets — — — — — — — 295.1 295.1
150. Other assets — — — — — — — 105.0 105.0
Total assets 8,535.2 8,444.3 851.9 11,735.0 23,238.8 2,687.7 132.0 1,382.4 57,007.4
Mediobanca S.p.A. Balance Sheet 30/06/2016 (€m)
Liabilities and net equity Funding Treasury Financial Other Provisions Net Total
funding liabilities  liabilities equity liabilities
held for and net
trading equity
10. Due to banks 16,8032 2941.3 — 4.0 — — 19,748.6
20. Due to customers 1,1285  2,724.1 — 2.6 — — 3,855.3
30. Debt securities in issue 19,5364 — — 0.1 — —  19,536.5
40. Trading liabilities — — 7,043.0 — — —  7,043.0
50. Liabilities designated at fair value — — — — — — —
60. Hedging derivatives — — — 726.3 — — 726.3
70. Changes in fair value of portfolio
hedged items — — — — — — —
80. Tax liabilities — — — 471 — — 447.1
100. Other liabilities — 1.3 — 234.2 — — 235.5
110. Staff severance indemnity provision — — — — 9.6 — 9.6
120. Provisions — — — — 130.3 — 130.3
130. Revaluation reserves — — — — — 379.5 379.5
140. Redeemable shares repayable on demand — — — — — — —
150. Equity instruments repayable on demand — — — — — — —
160. Reserves — — — — — 22173 2,217.3
170. Share premium reserve — — — — — 21528 2,152.8
180. Share capital — — — — — 435.5 435.5
190. Treasury shares (-) — — — — —  (198.0) (198.0)
200. Profit for the period (+/-) — — — — — 288.0 288.0
Total liabilities and net equity 37,468.2 5,666.8 7,043.0 1,414.2 139.9 5,275.3  57,007.4
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Mediobanca S.p.A.

Balance Sheet 31/12/2015

(€m)

Assets Financial Treasury AFS Banking  Loans and Equity Tangible and Other Total
assets held financial  equity book d i 2ibl assels assels
for trading assels securities to customers assels

10. Cash and cash

equivalents — 0.5 — — — — — — 0.5
20. Financial assets

held for trading 12,122.5 — — — — — — — 12,122.5
40. Financial assets

available-for-sale — — 3209 6,204.3 — — — —  6,585.2
50. Financial assets

held-to-maturity — — — 1,175.9 — — — — 11759
60. Due from banks — 6,591.1 — — 9,859.6 — — 592 16,509.9
70. Due from customers — 3,123.2 — 34622 11,7788 — — 39.8 18,404.0
80. Hedging derivatives — — — — — — — 795.2 795.2

100. Equity investments — — — — — 3,191.9 — — 3,191.9

Property, plant and

110. equipment — — — — — — 120.6 — 120.6

120. Intangible assets — — — — — — 10.2 — 10.2

130. Tax assets — — — — — — — 216.1 216.1

150. Other assets — — — — — — — 63.9 63.9

Total assets 12,122.5 9,714.8 320.9 10,9024 21,638.5 3,191.9 130.8 1,174.1 59,195.9
Mediobanca S.p.A. Balance Sheet 31/12/2015 (€m)
Liabilities and net equity Funding Treasury Financial Other Provisions Net Total
funding liabilities  liabilities equily liabilities

held for and net

trading equity

10. Due to banks 16,103.1 6,106.2 — 21.3 — — 22,230.6
20. Due to customers 408.0  2,343.0 — 79 — —  2,758.9
30. Debt securities in issue 19,427.8 — — 0.1 — — 19,4279
40. Trading liabilities — — 84414 — —  8,441.4
60. Hedging derivatives — — — 585.9 — — 585.9
80. Tax liabilities — — — 3712 — — 377.2
100. Other liabilities — 2.3 — 195.4 — — 197.7
110. Staff severance indemnity provision — — — — 8.7 — 8.7
120. Provisions — — — — 138.5 — 138.5
130. Revaluation reserves — — — — — 373.3 373.3
140. Redeemable shares repayable on demand — — — — — — —
150. Equity instruments repayable on demand — — — — — — —
160. Reserves — — — — — 21976 2,197.6
170. Share premium reserve — — — — — 21489  2,148.9
180. Share capital — — — — — 435.2 435.2
190. Treasury shares (-) — — — — —  (198.3) (198.3)
200. Profit for the period (+/-) — — — — — 72.4 72.4
Total liabilities and net equity 35,938.9 8,451.5 8,441.4 1,187.8 147.3 5,029.0 59,195.9
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Mercurio GP - Milan





