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Profit Margins Declined Over 2006-2013 And Bottomed In 2013
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Company profit margins declined more
in the 2012-2013 recession than in the
2008-2009 recession

Return on capital - Italian Corporate by size
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Large companies suffered higher margin

declines compared with SMEs, but SME

absolute margins are well below those of
large corporations

Export-oriented businesses more
affected during the 2008-2009 recession,
but well recovered thereafter
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Financial Leverage Worsened During The Period And Peaked In 2013

Debt on Ebitda - Italy vs. Europe
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Italian Companies financial leverage
worsened more than that of rated
European peers, and peaked in 2013

Debt on Ebitda - Italian Corporate by size
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Financial leverage is higher at small
companies than on midsized and large
corporates, but worsening during the

period has been broadly similar

Steel, construction materials, and
transportation display the strongest
deterioration in financial leverage
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Total Assets To EBITDA Developed Rather Negatively

Total Assets on Ebitda - Italy vs. Europe
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The ratio deterioration has well exceeded
the average for European rated corporates
Total Assets on Ebitda - Italian Corporate by size
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Cash Accumulation And Negative CAPEX Growth In 2012-2013

Cash & ST investments on Total Assets - Italian Corporate by size
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This cash build-up appears precautionary in
nature given poor operational trends and the
uncertain and volatile funding environment
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Capex growth rate - Italy vs. Northern Europe
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Main Themes Likely To Affect Italian Companies

Need to restructure the asset base and
consolidate, particularly with reference to
small and midsize companies

Relatively high cash balances provides
support from a liquidity point of view to
large and midsize companies

Addressing relatively high debt levels
remains a priority for several capital
intensive industries

Still weak operating cash flows, impaired
by high tax burden and interest expenses,
limit discretionary corporate expenditure

Resilient earnings from overseas
markets should still support
export-oriented industries

A rather contained recovery for cyclical
industries, driven by moderate
improvement in business and consumer
demand
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Source of Itallan Companies Competitiveness Disadvantage

Low labor factor
productivity

A cost of debt higher
than European peers

A tax framework
generally unfavorable
to run businesses

Comparatively higher
working capital needs

Source: ECB - New loans NFC of over 1 yr duration and up to €1 million value

Cost of Banking Funding - selected EU countries
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Corporate Funding: Companies Gradually Embrace Markets
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Corporate debt started to decline in 2012, and
this trend gathered pace in 2013
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Foreign credit to Italian corporations has been
relatively stable over the past few years

Non-investment grade corporate bond issuance
hit arecord in 2013, in terms of both the number
of issuances and their volume
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Mixed Conclusions

Industrial production by sector 1Q'14/1Q'13 ]
-9 Energy We expect the economy will gradual
-4.7 EemGokemdil recover, but it will take time for Italian
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Manifacture l 1.7
Chemical products 1 2.9
Pharmaceutical products | 3
Electric products 1 6.9
Transportation 1 7
Steel 1 7.4
TOTAL ] 0.3 .
Source: ISTAT The domestic corporate landscape
appears substantially damaged after a
Manufacturing production volume index prolonged recession
(2005=100)
120

110

,,,J\—vJ\/—\\\

70

We believe Italian companies have some
NI I SRR R I R I RS I keys to help rebound their performance

¢ Ooc” 5&" ooc" 5&" 0‘?’0 S Qec’ 5&‘/ 000 5\>°' ro’ 5&" O@" S 0‘2‘0

Source: Datastrem

9 #§ STANDARD & POOR’S
’ RATINGS SERVICES

McGRAW HILL FINANCIAL



10

+% STANDARD & POOR'S
& RATINGS SERVICES

McGRAW HILL FINANCIAL

Copyright © 2014 by Standard & Poor’s Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be modified, reverse
engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of Standard & Poor’s Financial Services LLC or its
affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees
or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or
otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is” basis.
S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT’'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE
CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact. S&P’s opinions, analyses
and rating acknowledgment decisions (described below) are not recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the suitability of
any security. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment and
experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except
where registered as such. While S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent
verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain regulatory purposes, S&P reserves the right to
assign, withdraw or suspend such acknowledgement at any time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal or suspension of an
acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective activities. As a result, certain business units of
S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the confidentiality of certain non-public information received in
connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P reserves the right to disseminate its opinions and
analyses. S&P's public ratings and analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com
(subscription), and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.

STANDARD & POOR'S, S&P, GLOBAL CREDIT PORTAL and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.



