
Creation of the Third Largest Italian Banking Group
Leader in the Wealthiest Areas of Italy

March 24th 2016



Disclaimer

This presentation is being supplied to you solely for your information and may not be further distributed or passed on to any other person or published, in whole or in

part, for any purpose. Neither this presentation nor any copy of it may be taken or transmitted into the United States, Canada, Australia or Japan or distributed,

directly or indirectly, in the United States, Canada or Australia or distributed or redistributed in Japan or to any resident thereof. The distribution of this presentation

in other jurisdictions may be restricted by law or regulation, and persons into whose possession this document comes should inform themselves about, and observe,

any such restrictions. To the fullest extent permitted by applicable law, the companies involved in the proposed business combination disclaim any responsibility or
liability for the violation of such restrictions by any person.

This presentation does not represent a prospectus or other offering documentation, and does not constitute or form part of, and should not be construed as, any

offer or invitation to subscribe for, underwrite or otherwise acquire, any securities of Banca Popolare di Milano S.c.a r.l. (“BPM”) or any member of its group, any

securities of Banco Popolare Società Cooperativa (“BP”) or any member of its group nor should it or any part of it form the basis of, or be relied on in connection

with, any contract to purchase or subscribe for any securities in BPM or any member of its group, any securities of BP or any member of its group or any
commitment whatsoever. Furthermore, it does not provide any form of advice (investment, tax or legal) comparable to investment advice, nor does it make any

suggestions about specific financial instruments, investments or products BP and BPM decline any responsibility for eventual investment decisions made on the

basis of the information contained in this presentation.

The information contained in this presentation is for background purposes only and is may be subject to amendment, revision and updating. The information,

estimates, targets and projections contained herein reflect significant assumptions and subjective judgments by BP’s and BPM’s managements concerning
anticipated results. In addition, certain statements in this presentation are forward-looking statements under the US federal securities laws. These statements

include financial projections and estimates and their underlying assumptions, statements regarding plans, objectives and expectations with respect to future

operations, products and services, and statements regarding future performance. Forward-looking statements are generally identified by the words “expects”,
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operations, products and services, and statements regarding future performance. Forward-looking statements are generally identified by the words “expects”,

“anticipates”, “believes”, “intends”, “estimates” and similar expressions. By their nature, forward-looking statements involve a number of risks, uncertainties and

assumptions which could cause actual results or events to differ materially from those expressed or implied by the forward-looking statements. Furthermore, the
information, assumptions and judgments contained herein may or may not prove to be accurate or correct and there can be no assurance that any estimates,

targets or projections are attainable or will be realized.

These include, among other factors, the satisfaction of the conditions of the offering, changing business or other market conditions and the prospects for growth

anticipated by the BPM’s and BP’s management. These and other factors could adversely affect the outcome and financial effects of the plans and events described

herein. Forward-looking statements contained in this presentation regarding past trends or activities should not be taken as a representation that such trends or
activities will continue in the future. BPM and BP do not undertake any obligation to update or revise any forward-looking statements (including forward looking

statements), whether as a result of new information, future events or otherwise. You should not place undue reliance on forward-looking statements, which speak

only as of the date of this presentation. The delivery of this presentation shall not, under any circumstances, create any implication that there has been no change in

the affairs of BPM or BP since the date hereof. In furnishing this presentation, neither BP nor BPM undertake any obligation to update any of the information

contained herein or to correct any inaccuracies which may become apparent.

No representation or warranty, express or implied is or will be given by BPM or BP or their respective affiliates, shareholders, directors, partners, employees or

advisers or any other person as to the accuracy, completeness or fairness of the information contained in this presentation and no responsibility or liability

whatsoever is accepted by the same for the accuracy or sufficiency thereof or for any errors, omissions or misstatements negligent or otherwise relating thereto.

Banco Popolare Società Cooperativa and Banca Popolare di Milano S.c.a r.l. do not undertake any obligation for any damage that may derive from the use of the

content of the present document.
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Transaction at a Glance
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1. Key Transaction Highlights



A New Banking Group with a Clear Mission and a Strong 

Competitive Positioning

Clear Mission

• A Banking Group with national size, leader in the wealthiest areas of Italy

• Solid capital base and excellent liquidity profile, coupled with a growing and sustainable profitability

• Value creation through improved efficiency, significant synergies, rationalization of product offering and 

development of a multi-channel network

Critical Mass

• 4 million customers and 2,500 branches

• Total assets of €171bn

• Direct funding of €120bn and customer loans of €113bn

• Indirect funding of €105bn, of which c.€56bn of assets under management

• 3rd banking group in Italy, with a market share above 8% by number of branches

rd
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Strong Competitive 

Positioning

• Focus on Northern Italy: 3rd player with 11% market share

• Leadership in the wealthiest regions of the country: Lombardy (1st – 15.5% m.s.), Piedmont (3rd – 12.5% 

m.s.), Veneto (3rd – 9.5% m.s.), Tuscany (3rd – 9.7% m.s.), Emilia Romagna (4th – 7.6% m.s.), Liguria (2nd

– 14.7% m.s.)

• Market leader in the wealthy provinces including: Verona, Milan, Novara, Bergamo, Lodi and Lucca

• Strong potential to expand customer base

• Excellent positioning in:

• Asset Management

• Private Banking

• Corporate & Investment Banking

• Bancassurance

• Consumer Finance

Diversified Revenue 

Drivers



Solid Capital Positioning and Strong Increase in NPEs 

Coverage

Solid Capital and • CET1 pro-forma1 phased-in at 13.7% and fully loaded above 13,6%, including the Capital Increase

Capital Increase

• Capital strengthening process by Banco Popolare in order to provide the New Group with an adequate 

capital base in light of its prospective role and relevance within the Italian and European banking sector

• Capital increase for €1.0bn (the “Capital Increase”), also through the exclusion of the pre-emptive rights 

and/or through the issuance of mandatory convertible instruments, to be executed ahead of the merger 

• Pre-underwriting commitments of Mediobanca – Banca di Credito Finanziario S.p.A. and Bank of America 

Merrill Lynch for the portion under pre-emptive rights
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1. As of 2015, including full recognition of negative goodwill. Including the Capital Increase but without considering the benefits arising from BPM’s adoption of A-IRB (pro-forma  for the Capital Increase).

Solid Capital and 

Liquidity Positions

• CET1 pro-forma1 phased-in at 13.7% and fully loaded above 13,6%, including the Capital Increase

• LCR pro-forma significantly above 100%

Optimization of 

Asset Quality and 
Further 

Strengthening of 
Risk Monitoring 

Procedures

• Definition, within the context of the future business plan, of a convincing program for the management of 

bad loans, aimed at reducing the amount of NPE of the New Group, through the following actions:

• Immediate increase of coverage ratios, to be aligned to the average of the Italian largest banking 

groups

• NPEs reduction

• Initiatives aimed at asset quality optimization through: (i) Loan portfolio diversification and adoption of best 

practices for risk management; (ii) ad hoc business unit responsible for the valorization and management 

of NPEs with dedicated teams of specialists



Significant Value Creation with Limited Execution Risk

Significant Value 

Creation Potential

• Fully phased pre-tax synergies preliminarily estimated in euro 365 million per year1

– Cost synergies = c.€290m (equal to 10% of the 2015 combined cost base of the two Groups2)

– Funding synergies = c.€30m

– Revenue synergies = c.€45m (equal to 1% of the 2015 revenue base of the two Groups)

• One-off integration costs estimated at approximately 150% of cost synergies, in line with previous 

comparable transactions

• Estimated value creation of €1.9bn3, net of tax and integration costs

• Additional areas of improvement may be identified in the context of the business plan
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1. Preliminary data. 2. Aggregated FY 2015 cost base excluding D&A and net of costs related to the Deposit Guarantee Scheme and excluding the extraordinary contributions to the National Resolution 

Fund. 3. Assuming cost of equity equal to 10%. 

Business Plan • The financial objectives of the NewCo will be made available after the publication of the business plan

Joint Strong 

Commitment on the 
Transaction

• The business plan will envisage a merger project based on:

− Clear management responsibilities and accountability

− Integration workstreams with clear and measurable objectives



Transaction Structure

Transaction 

Structure

Relative 

Contributions

• Merger through the incorporation of a NewCo

• Concurrent transformation into a Joint Stock Company

• Spin-off of the retail banking activities (in the provinces of Milan, Monza e Brianza, Como, Lecco and 

Varese) in a network-bank BPM S.p.A., subject to the coordination and direction of the NewCo

• The relative contributions assume the execution of the entire Capital Increase equal to €1.0bn by Banco 

Popolare

• The exchange ratio will be defined based on the following relative contributions to the NewCo share 

capital: 54% pertaining to BP shareholders and 46% pertaining to BPM shareholders (the “Relative 

Contributions”)
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Corporate 

Governance and 
Shareholding 

Structure

Next Steps

• Traditional corporate governance model and control system with a Board of Directors made of 19 directors 

for the first mandate and of 15 directors subsequently

• Limit of 5% to the voting rights until the envisaged term of the Popolari Reform

• Preparation of the joint business plan and market presentation

• Reciprocal confirmatory Due Diligence

• Extraordinary General Meeting of BP for the approval of the Capital Increase

• Approval of the Merger Plan

• Capital Increase by BP

• Approval from the Competent Authorities

• Approval from the Extraordinary General Meetings of BP and BPM



2. Strategic Rationale
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Third Largest Banking Group in Italy

6.5

Further upside from 
NPV of synergies for 

c.€1.9bn1
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Source: FactSet. Market capitalisation computed as number of shares (net of treasury shares) times last price as of 18 March 2016. 

1. Net of integration costs

3.5

= €1bn Capital Increase of Banco Popolare
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Total Indirect Funding (€bn, Dec-2015)Total Indirect Funding (€bn, Dec-2015)Direct Funding in Italy (€bn, Dec-2015)Direct Funding in Italy (€bn, Dec-2015)

#3#3 #9#9#4#4#1#1 #2#2 #3#3 #5#5 #6#6 #7#7 #8#8 #10#10 #3#3 #9#9#4#4#1#1 #2#2 #4#4 #5#5 #6#6 #7#7 #8#8 #10#10

Source: Company data, annual reports and investor presentations.

1. Banco Popolare branches include #33 Banca Aletti branches. BPM branches exclude #1 Banca Akros branch.

= o/w AuM in Italy (€bn, Dec-2015)
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New Group Pro-Forma 
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Source: Public Information, Bank of Italy.

1 Including #33 Banca Aletti branches. 2. Excluding #1 Banca Akros branch.
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€bn, %
New Group

Pro-Forma

Total Assets 120.5 50.2 170.7

Net Customer Loans 78.4 34.2 112.6

Direct Funding 82.1 37.6 119.7

Indirect Funding 71.1 34.1 105.2

- of which: Assets under Management 35.4 20.9 56.3

Tangible Book Value Pro-Forma 7.51 4.5 11.9

Operating Income 3.7 1.7 5.3

Key Data for 2015Key Data for 2015

Key Aggregated Financial Data of the New Group
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Operating Income 3.7 1.7 5.3

Operating Expenses2
(2.4) (1.0) (3.4)

- of which Personnel Expenses2
(1.4) (0.6) (2.0)

- of which Other Administrative Expenses2
(0.8) (0.3) (1.1)

Reported Net Income 0.4 0.3 0.7

Adjusted Cost Income3 58.6% 57.2% 58.2%

ROE 5.1% 6.2% 5.5%

Cost of Risk (bps) 103 100 102

Number of Branches in Italy4
1,813 654 2,467

Number of Employees 17,337 7,743 25,084

Source: P&L data based on reclassified schemes of each bank. 1. Pro forma for Banco Popolare €1.0bn Capital Strengthening; 2. Operating Expenses for both banks include in the Personnel Expenses the charges for layoff incentives 
and solidarity funds and in Other Administrative Expenses ordinary and extraordinary contributions to DGS and SRF; 3. Excluding from costs both charges for layoff incentives and solidarity funds and ordinary and extraordinary 

contributions to DGS and SRF. 4. Banco Popolare branches include #33 Banca Aletti branches. BPM branches exclude #1 Banca Akros branch.



Capital Position of the New Group Pro-Forma
Solid CET1 Position

CET1 Ratio Phased-In FY2015CET1 Ratio Phased-In FY2015 CET1 Ratio Fully Loaded FY2015 CET1 Ratio Fully Loaded FY2015 CET1 Ratio Fully Loaded FY2015 CET1 Ratio Fully Loaded FY2015 

13.2%

11.5%
12.4% 12.2%

13.6%

CET1 Ratio Target SREP 2016 CET1 Ratio Target SREP 2016 

9.55% 9.00%

Pro forma for €1bn Capital 

Increase of BP

Pro forma for €1bn Capital 

Increase of BP

Listed Italian 
Banks Average111.7%

2

Buffer vs. SREP 
Target: +360bps 

(€1.6bn)

Buffer vs. SREP 
Target: +253bps 
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12.3%

Nuovo Gruppo
Pro-Forma

1. Excluding BP and BPM

2. Aggregated data as of 31 December 2015 including full recognition of negative goodwill and not considering benefits from BPM migration to AIRB models (data pro-forma for the Capital Increase).

(€1.6bn) Target: +253bps 

(€0.9bn)

Not including potential 

benefit from BPM migration to 

AIRB models

AIRB Standard AIRB Standard



57.2%

New Group

Asset Quality of the New Group
Sound Bad Loans and NPE Coverage Ratios

Bad Loans Coverage Ratios (incl. Write-Offs)Bad Loans Coverage Ratios (incl. Write-Offs)

56.3% 60.8%

• Definition, within the context of the 

future business plan, of an effective 

NPL management program for the 

management of bad loans, aimed at 

reducing the amount of NPE of the New 

Group, through the following actions:

• Immediate increase of coverage 

ratios, to be aligned to the average of 

the Italian largest banking groups3

• Focus on a considerable plan of 

NPE reduction for up to € 10bn of 

nominal book value over the 

business plan horizon (i.e. 2019)

16.5% 10.2% 14.6%

8.2% 4.4% 7.1%Net

Bad Loans
Ratio

Nominal1

12.3% 8.9% 11.3%Gross2

43.8%

New Group
Pro-Forma 

New Group
Pro-Forma 
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NPE Coverage Ratios (incl. Write-Offs)NPE Coverage Ratios (incl. Write-Offs)

43.7% 44.5%

• Reduction of nominal NPE ratio from 

24.8% to approx. 19% and net NPE 

ratio from 15.7% to less than 12%

• Initiatives aimed at optimization of 
asset quality:

• Loan portfolio diversification and 

adoption of best practices for risk 

management

• Establishment of a dedicated 

business unit for for the management 

of non-performing exposures, 

directly reporting to CEO, in order to 

maximize efficiency and speed of 

recoveries 

27.8% 17.5% 24.8%Nominal1

1. Ratios calculated on nominal book value including write-offs (gross + write-offs). 2. Excluding write-offs. 3. Including Intesa Sanpaolo, UniCredit (Italian activities) and MPS.

17.9% 10.6% 15.7%Net

NPE 
Ratio

24.2% 16.3% 21.8%Gross2



12.5%

13.0%

13.7%

15.4%

Capital Adequacy & NPE Coverage

LDR LCR

CET1 Phased-In

Capital AdequacyCapital Adequacy Coverage (2)Coverage (2)

Total NPEBad Loans
CET1 

Fully-Phased

14.6%

13.1%

13.6%

56.3%

61.8%

57.2%

62.1%

43.7%

47.6%

43.8%

48.5%12.3%

9.6%

9.5%

9.3%(1)

9.3%(1)

BP
(Post-Money)

New Group
(Post-Money)

New Group
(Post-Money and Post 

Coverage Streghtening )

Peer1

10.7%

11.5%

11.5%

12.0%

12.1%

12.2%
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Source: public filings.

1. Average of BP’s and BPM’s current SREP. 2. Including write-offs (when available).

n.a.

11.6%

11.7%

12.2%

11.2%

10.9%

62.6%

52.5%

63.4%

60.8%

64.4%

61.0%

44.2%

37.4%

48.5%

44.5%

49.7%

51.2%

SREP

11.3%

9.3%

10.2%

9.3%

9.0%

10.0%

Peer 2

Peer 3

Peer 4

Peer 5

BPM

Peer 6



Value Creation Through Product Factories
Business Model Diversification in High Value-Added Businesses

Wealth 

Management &

Bancassurance

Wealth 

Management &

Bancassurance

(100.0%)

(100.0%) (96.9%) (16.9%) New Group with 

€56bn AUM

New Group with 

€56bn AUM

Cross selling Cross selling 

(50.0%)
(19.0%)

(1)(50.0%)

Consumer  

Finance

Consumer  

Finance (39.0%) (100.0%)

Combined outstanding 

equal to ~€14bn

Combined outstanding 

equal to ~€14bn
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Online BankingOnline Banking

Leasing & 

Factoring

Leasing & 

Factoring

Corporate & 

Investment

Banking

Corporate & 

Investment

Banking

1. BPM owns 19% of BipiemmeVita, which owns 100% of BipiemmeAssicurazioni.

(BP brand)

(100.0%)

(30.2%)

(9.5%)

(BPM brand)

(96.9%)

(40.0%) (9.0%)

(30.0%)

~200k online clients, o/w 

more than 5% trading 

clients

~200k online clients, o/w 

more than 5% trading 

clients

Cross selling 

opportunities for 

investment banking 

products, such as 

certificates

Cross selling 

opportunities for 

investment banking 

products, such as 

certificates

Total new business above 

€1bn, generated from 

more than 12.000 leasing 

contracts

Total new business above 

€1bn, generated from 

more than 12.000 leasing 

contracts



3. Organisational Model and Corporate Governance



Merger of Equals based on Well Defined Governance

StructureStructure Guiding PrinciplesGuiding Principles

Chief Executive 
Officer

G. Castagna

• Traditional corporate governance model, which 

entails the appointment of a Board of Directors and a 

Board of Statutory Auditors

• Board of Directors: 19 directors of which 9 

independent for the first mandate (15 directors, of 

which 7 independent for the following mandates)

• Traditional corporate governance model, which 

entails the appointment of a Board of Directors and a 

Board of Statutory Auditors

• Board of Directors: 19 directors of which 9 

independent for the first mandate (15 directors, of 

which 7 independent for the following mandates)

ADMINISTRATIVE 
BODY

Board of Directors

Chairman
C. Fratta Pasini

21

General Manager
M. Faroni

Co-General 
Manager

D. De Angelis

Co-General 
Manager
S. Poloni

• Mechanism ensuring the representation of the 

employees in the Board of Directors

• Appointment of the Executive Committee and the 

other internal committees according to equality 

principle between parties

• Distribution of business functions between Verona 

(administrative headquarter) and Milan (legal 

headquarter)

• Mechanism ensuring the representation of the 

employees in the Board of Directors

• Appointment of the Executive Committee and the 

other internal committees according to equality 

principle between parties

• Distribution of business functions between Verona 

(administrative headquarter) and Milan (legal 

headquarter)

CONTROL BODY
Board of Statutory 

Auditors

GENERAL 
MANAGEMENT

GENERAL 
MANAGEMENT



4. Value Creation



10.0%
9.2% 9.1%

10.0%

€365m of Fully Phased Synergies (Preliminary Estimate)
Expected synergies to generate significant value creation potential

Synergies Announced in Previous TransactionsSynergies Announced in Previous Transactions

Average:
9.4%

~290

~30

Cost 
Synergies

Funding 
Synergies

2

Fully phased Synergies Gross of Tax (€m)Fully phased Synergies Gross of Tax (€m)

Cost Synergies / Combined Cost Base

3.4%

3.0%
1.5%

1.7%

Integration Costs / Fully phased Cost Synergies (%)Integration Costs / Fully phased Cost Synergies (%)

23

RevenueSynergies / Combined Revenue Base

Average:
2.6%

Source: Investor presentations

1. Gross revenue synergies equal to €60m; c. €15m of revenue attrition estimated due to potential loss of business from branches rationalisation. 2. Prudential preliminary estimate, not considering any 
potential benefits from the Capital Increase.

~150%~150%~135%~135% ~150%~150% ~160%~160%
~45

~365

Revenue 
Synergies

Total 
Synergies

PhasingPhasing

50%50% 100%100%

2017 2018

1

• Post Tax fully phased: €248m
• Net present value of synergies equal to c. €1.9bn, net of 

tax and integration costs

• Post Tax fully phased: €248m
• Net present value of synergies equal to c. €1.9bn, net of 

tax and integration costs

Integration costs estimated equal to c. 150% of total cost synergies and 

fully expensed by the end of 2017

1.1%

Including 

Funding 
Synergies



5. Next Steps



Indicative Timetable

By end of By end of By end of By end of MidEarly

Release of 
regulatory approvals 

from the relevant 
supervisory and 

regulatory 
authorities

Merger is effective

Spin-off of BPM 
SpA

Set-up of the New 

Group

Approval of the 
transaction by the 

boards of BP and BPM 
and signing of the 

Memorandum of 
Understanding

EGM of BP to 
approve the Capital 

Increase

25

By end of
April

By end of
August

By end of 
October

By end of 
November

Mid
May

Early
May

23 March

End of the 
confirmatory due 

diligence

Drafting of the 

combined business 
plan

Approval of the Merger 
by the boards of BP 

and BPM

Completion of the Capital Increase by 
BP

EGMs of BP and BPM to approve: (i) 
the Merger and conversion into Joint 

Stock Company, (ii) the articles of 
association of the NewCo


