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The Banco Desio Group  

The scope of consolidation of the Banco Desio  Group at 30 June 2020 includes the following companies:  
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Consolidated interim financial report  

at 30 June 2020  

 

Introduction  

This consolidated interim financial report at 30 June 2020 of the Banco Desio  Group, made up of the interim 

report on operations and the condensed interim financial statements, has been prepared pursuant to art. 

154-ter of Legislative Decree 58/1998 ("Consolidated Finance Act" or CFA), implementing Legislative Decree 

195 of 6 Novem ber 2007 (the so -called "Transparency Directive") as well as for the determination of the profit 

for the period in order to calculate own funds and drawn up in accordance with International Financial 

Reporting Standards as endorsed by the European Communit y under Regulation 1606 of 19 July 2002, as 

better indicated in the section "Basis of preparation and accounting policiesó 

In particular, the consolidated interim financial report at 30 June 2020 is prepared in accordance with  IAS 

34 "Interim Financial St atements", as well as the provisions issued by the Bank of Italy in its Circular 262 of 22 

December 2005 and subsequent updates.  

The figures and ratios included in the interim report on operations refer to the balance sheet of the 

condensed interim financ ial statements and to the reclassified income statement, as disclosed in the 

appropriate paragraph, in turn prepared starting from the income statement of the condensed interim 

financial statements.  

The results of the first half of 2020 were influenced by the health crisis caused by the spread, from the end 

of February, of the Covid -19 virus whose effects on the economy in general and on the results of the activity 

and on the overall financial performance of the Banco Desio Group remains uncertain as to pos sible 

developments in future scenarios.  

We highlight the specific information dedicated to the description of the context in which this financial 

information was prepared, strongly affected by the pandemic (see note "Covid -19" on page 12), as well as 

the uncertainties and significant risks related to it that may also have a significant impact on the expected 

results, which depend on many factors that are beyond management's control.  

The disclosure also contains the specific disclosure referred to in the Ba nk of Italy's Communication 

"Guidelines of the European Banking Authority relating to reporting and disclosure requirements to the public 

on the exposures subject to measures applied in light of the Covid -19 crisis" of 30 June 2020.  

In defining the content s of the explanatory notes, account was also taken of the indications referred to in 

Consob's Warning Notice no. 8/20 of 16 July 2020 (see the note "Implications of the Covid -19 epidemic on 

the half -year financial report at 30 June 2020" on page 76).  

This consolidated interim report is subject to a limited review  by Deloitte & Touche S.p.A.  

 

 

 

 

 

 

 

This is a translation of the Italian original "Relazione Finanziaria Semestrale Consolidata al 30 giugno 2020" 

and has been prepared solely for the convenience of  international readers. In the event of any ambiguity, 

the Italian text will prevail.   
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Consolidated interim financial report  

at 30 June 2020  

 

Key figures and ratios  
 

Balance sheet  

 
 

Income statement (4) 
 

  

  30.06.2020 31.12.2019

 Amounts in thousands of Euro amount               %

Total assets 14,860,859 14,192,062 668,797 4.7%

Financial assets 3,477,259 3,365,922 111,337 3.3%

Due from banks 
(1)

1,066,021 619,794 446,227 72.0%

Loans to customers 
 (1)

9,703,246 9,567,686 135,560 1.4%

Property, plant and equipment 
(2)

219,541 226,305 -6,764 -3.0%

Intangible assets 18,085 18,194 -109 -0.6%

Due to banks 1,995,605 1,603,208 392,397 24.5%

Due to customers 
(3)

9,686,545 9,445,899 240,646 2.5%

Debt securities in issue 1,647,866 1,749,103 -101,237 -5.8%

Shareholders' equity (including Net profit/loss for the period) 958,892 965,108 -6,216 -0.6%

Own Funds 1,027,322 1,038,147 -10,825 -1.0%

Total indirect deposits 15,679,693 15,562,375 117,318 0.8%

   of which: Indirect deposits from ordinary customers 9,643,626 9,721,680 -78,054 -0.8%

   of which: Indirect deposits from institutional customers 6,036,067 5,840,695 195,372 3.3%

(1)  on the basis of Circular 262 the balance of this caption includes held to collect (HTC) debt securities measured at amortised cost, which in these key figures are shown under f inancial assets

             Change

(2) the balance of this item includes the right of use ("RoU Assets") equal toú47.4 million (Euro 51.7 million at 31 December 2019) for operating lease contracts falling within the scope of application of IFRS

16 Leases, which came into effect on 1 January 2019

(3)  the balance of this item does not include the liability recognised in Due to customers for operating lease contracts falling within the scope of application of IFRS 16, which came into effect on 1 January 

2019

30.06.2020 30.06.2019

 Amounts in thousands of Euro amount               %

Operating income 193,094 200,698 -7,604 -3.8%

   of which: Net interest income 104,759 106,988 -2,229 -2.1%

Operating costs 134,871 137,797 -2,926 -2.1%

Result of operations 58,223 62,901 -4,678 -7.4%

Profit (loss) from continuing operations after tax 10,091 24,250 -14,159 -58.4%

Non-recurring profit (loss) after tax -493 -149 -344 230.9%

Net profit (loss) for the period 9,598 24,101 -14,503 -60.2%

(4) from the reclassified income statement.

     Change
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Key figures and ratios  

 

Structure and productivity ratios  

 
 

 

30.06.2020 31.12.2019

Capital/Total assets 6.5% 6.8% -0.3%

Capital/Loans to customers 9.9% 10.1% -0.2%

Capital/Due to customers 9.9% 10.2% -0.3%

Capital / Debt securities in issue 58.2% 55.2% 3.0%

Common Equity Tier 1 (CET 1)/Risk-weighted assets (Common Equity Tier 1 ratio)  
(5) (6)

13.8% 13.0% 0.8%

Core Tier 1 capital (T1)/Risk-weighted assets (Tier 1 ratio)  
(5) (6)

13.8% 13.0% 0.8%

Total Own Funds/Risk-weighted assets (Total capital ratio)  
(5) (6)

14.3% 13.7% 0.7%

Financial assets/Total assets 23.4% 23.7% -0.3%

Due from banks/Total assets 7.2% 4.4% 2.8%

Loans to customers/Total assets 65.3% 67.4% -2.1%

Loans to customers/Direct customer deposits 85.6% 85.5% 0.1%

Due to banks/Total assets 13.4% 11.3% 2.1%

Due to customers/Total assets 65.2% 66.6% -1.4%

Debt securities in issue/Total assets 11.1% 12.3% -1.2%

Direct customer deposits / Total assets 76.3% 78.9% -2.6%

30.06.2020 30.06.2019

Cost/Income ratio 69.8% 68.7% 1.1%

Net interest income/Operating income 54.3% 53.3% 1.0%

Result of operations/Operating income 30.2% 31.3% -1.1%

Profit (loss) from continuing operations after tax/Capital 
 (7) (8)

2.1% 4.9% -2.8%

ROE 
(7)

 - annualised    
(8) (9)

2.1% 4.3% -2.2%

Profit (loss) from operations before tax/Total assets (ROA) 
(8)

0.2% 0.5% -0.3%

30.06.2020 31.12.2019

Net doubtful loans/Loans to customers 1.3% 1.3% 0.0%

Net non-performing loans/Loans to customers 3.4% 3.6% -0.1%

% Coverage of doubtful loans 62.6% 61.5% 1.2%

% Coverage of doubtful loans, gross of cancellations 64.1% 63.1% 1.0%

% Total coverage of non-performing loans 47.7% 45.5% 2.2%

% Coverage of non-performing loans, gross of cancellations 48.8% 46.7% 2.1%

% Coverage of performing loans 0.62% 0.49% 0.13%

     Change

      amount

     Change

      amount

     Change

      amount

30.06.2020 31.12.2019

amount               %

Number of employees 2,193 2,198 -5 -0.2%

Number of branches 253 257 -4 -1.6%

 Amounts in thousands of Euro

Loans and advances to customers per employee 
(10)

4,420 4,342 78 1.8%

Direct deposits from customers per employee 
 (10)

5,163 5,081 82 1.6%

30.06.2020 30.06.2019

amount               %

Operating income per employee 
(10) 

- annualised
 (8)

176 181 -5 -2.8%

Result of operations per employee 
(10) 

- annualised
 (8)

53 53 0 0.0%

(7) equity excluding net profit (loss) for the period;

(8) the amount reported at 30 June 2019 is the final figure at the end of 2019;

(9) the annualised ROE at 30 June 2020 does not take into consideration the annualisation of the Net non-recurring operating profit;

     Change

     Change

(10)  based on the number of employees calculated as a straight average between the end of the period and the end of the preceding period.

(5) Consolidated capital ratios for Banco Desio. The ratios for the scope of consolidation for regulatory purposes at Brianza Unione level at 30 June 2020 are: 

Common Equity Tier1   10.7%;  Tier 1    11.5%;  Total capital ratio    12.8%.

(6)  Capital ratios at 30 June 2020 are calculated in application of the transitional arrangements introduced by EU Regulation 2017/2395; the ratios calculated without 

application of these provisions are the following:  Common Equity Tier1   13.15%;  Tier 1    13.16%;  Total capital ratio 13.72%
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Consolidated interim financial report  

at 30 June 2020  

The macroeconomic scenario  
 

The macroeconomic picture  

International scenario  

In the first half of 2020, the effects of the Covid -19 pandemic were reflected  in the production activity and 

aggregate demand of all economies. The marked and progressive deterioration of the outlook for 

economic activity and global trade flows for the current year is accompanied by considerable risks of a 

deeper recession. The det erioration in growth prospects translated into a hefty decline in stock market 

indices and a sharp rise in volatility and risk aversion. In all the main countries the monetary and fiscal 

authorities have put in place strong expansionary measures to support  household and business income, 

credit to the economy and liquidity on the markets.  

The epidemic, which officially started in China in January, spread worldwide  in a few months , with particular 

intensity in Europe and the United States. Most of the countri es affected launched stringent containment 

measures, including restrictions on the movement of people, the interruption of numerous production 

activities, the closure of schools and the suspension of public events. The epidemic is having strong 

repercussio ns on employment in all countries.  

All current scenarios on the trend in global GDP incorporate a strongly negative evolution in the first half of 

the year, followed by an upturn in the second half and a marked recovery in 2021; however, analysts' 

assessments cover a very broad range. The speed of the recovery in the economy depends not only on the 

evolution of the pandemic, developments in international trade and financial markets, but also on the 

effects on certain service sectors and the consequences on consumer confidence and income. The 

timeliness and effectiveness of the economic policy measures being introduced at  a global level will be 

crucial.  

The forecasts of international institutions have been revised downwards repeatedly. Those released by the 

International Monetary Fund (IMF) in June envisage a 4.9% drop in world GDP this year. The contraction is 

likely to be more pronounced in advanced countries, where so far measures to contain the epidemic have 

on average been more extensive and stringent. T he risks remain oriented downwards. The repercussions of 

the contagion on international trade could lead to a contraction in global trade in 2020 of around 10%, an 

intensity similar to that seen in 2009. In the major advanced economies, where consumer pric es were 

already rising below central banks' targets, long -term inflation expectations that can be inferred from returns 

on financial markets have fallen further.  

 

United States  

In the first quarter of 2020, the United States' GDP recorded a 5.1% decline in annualised quarterly terms. The 

available indicators show a generalised deterioration in economic activity, after a fourth quarter of 2019 

marked by varied trends. In the manuf acturing sector, the purchasing managers' index showed an initial 

drop in February, continuing to fall in the months that followed, to an exceptional extent in the services 

sector. Economic policy remains highly expansive: suffice to think that, compared w ith the crisis of 2009, the 

Trump Administration has allocated measures equal to more than double the previous ones (2,000 billion 

dollars vs. 790 billion in 2009) above all to mitigate the negative effects on domestic demand and, 

particularly, on househol d consumption. Capital expenditure has been falling, accentuating the fragility of 

non -financial firms, particularly in the non -residential investment sector. New requests for unemployment 

benefits quickly reached extraordinarily high levels, recording the  largest drop in employment since 

December 2008. This value could also underestimate the real worsening in the US labour market, as statistical 
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surveys are carried out at the beginning of the month. In May the unemployment rate stood at 13.3% (vs. 

3.4% before Covid -19), whereas it was 11.1% in the first June surveys: considering the economic and social 

context, it seems premature to speak of a genuine turnaround.  

According to the International Monetary Fund, in the United States, which is heading towards t he 

presidential elections in November in a very tense social climate, the expected contraction in GDP in 2020 

will be 8%, with a rebound to 4.5% in 2021.  

 

Emerging Economies  

The economic situation is slowing down in the main Emerging Markets. The fundamentals of the major oil -

producing countries improved thanks to the recovery in prices over the last month (+26% m/m, -35% y/y)  

In China, GDP contracted by 6.8% year -on -year in the first quarter of 2020, the worst figure since 1992, when 

the Beijing N ational Statistics Office began to publish periodic data. The result was undoubtedly influenced 

by the severe containment measures adopted against Covid -19, which interrupted production in entire 

regions of the country, vital for the national production sy stem and for global supply chains. In the first few 

months of the year, the assessments of the purchasing managers of Chinese companies, in both 

manufacturing and services, recorded a greater fall than that seen at the beginning of the financial crisis 

in 2008-2009. Industrial production and retail sales also dropped significantly, well beyond the expectations 

expressed during the previous weeks. In April, with the contagion blocked, there was an initial return to 

normality. On the price front, the June sur vey showed a recovery (+2.5%), undoubtedly linked to the end of 

the lockdown period.  

With reference to the other "BRIC" countries (Brazil, Russia, India and China), the information discounts the 

trend of the epidemiological curve in each area. In India, G DP achieved a positive +3.1% in the first quarter 

of 2020, 10 basis points down on the previous quarter. Inflation in March showed a change of +5.8%, down 

from +7.4% at the end of 2019.  In Brazil, GDP fell by -0.2%, versus the trend (+1.6%) recorded in th e previous 

quarter. In May, consumer price inflation registered an annual change of +2.1%, down from +4.5% at the 

end of 2019. In Russia, GDP growth in the first quarter of 2020 was +1.6% (vs. +2.1% the previous quarter), 

while consumer prices stood at +3. 2%, down on the previous survey.  

 

Eurozone  

The GDP of the Eurozone fell by -14.4% in the first quarter of 2020, due to the effect of the Covid -19 

pandemic. Within the Eurozone, France recorded a drop of -21.4% in annualised quarterly terms, Germany 

-8.9%. The lockdown effect weighed on all the econ omic variables of the Area, above all industrial output, 

which fell by -17.1% in April (-27.9% y/y). The first available data for May relating to the main countries in the 

a rea indicate a recovery in production: in France there was a rebound of +19.6% ( -23% y/y), in Germany of 

+7.8% (-19.4% y/y). In April, new manufacturing orders registered a change of -34.7% y/y, within which the 

drop in Germany ( -37%) stood out, which was then confirmed by the initial surveys in May ( -29.4%). 

May for most countries marke d the exit from lockdown and a gradual recovery in social and economic 

activity. This was reflected in retail sales which, although down by -5.2% y/y, recovered in May (+17.8%) 

compared with the previous month. In this context, France is an exception with a drop in retail sales of -

13.1%. 

Despite the beginning of "phase 2", the confidence indices of businesses and consumers still remain very 

negative; in May, the unemployment rate increased slightly compared with the previous month, reaching 

7.4%. 
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With refe rence to consumer prices, inflation fell to +0.1% in May (vs. +0.3% in April and +1.2% in the same 

period of the previous year): within this figure, on the other hand, the core component (i.e. without the more 

volatile components) remained stable at +1.2% (vs. +1.0% in May 2019).  

 

Italy  

In Italy, in the first quarter of 2020, GDP fell by 21.2% in annualised quarterly terms, suffering heavily from the 

effects of the lockdown. This is the heaviest drop from 1995 to the present day. National demand, net of 

inventories, contributed -5.6% (private consumption -4.0% and capital expenditure -1.6%), while net foreign 

demand contributed -0.8%. 

In May, the seasonally adjusted index of industrial production fell by -20.3% y/y ( -43.4% in the previous 

month), with gener alised decreases in energy goods ( -7.2%), consumer goods ( -19.9%), intermediate goods, 

which can only be used once in the production process ( -22.4%) and capital goods ( -22.9%). Retail sales fell 

by -13.4%, but recovered compared with April (+25.4%) thanks  to the end of the lockdown.  

Consumer and business confidence indices remain negative in June as well; the unemployment rate in May 

rose (7.8% vs. 6.6% in April). 

The harmonised index of consumer prices, already historically very low, entered negative terr itory ( -0.2%, vs. 

+0.1% in April), while core inflation (net of unprocessed food and energy goods) is higher, remaining stable 

at +0.9%. 

The estimates updated by the Bank of Italy assume a basic scenario in which Italy's GDP is expected to 

contract by -9.2% this year, followed by a gradual recovery in the next two years (+4.8% in 2021 and +2.5% 

in 2022). The fiscal policy measures to give direct support to demand included in the "Cure Italy" and 

"Relaunch" decrees, should provide a significant contribut ion in mitigating the contraction of GDP during 

the current year, measurable according to the traditional multipliers at over 2 percentage points.  
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Covid -19  

In the first few months of 2020, the Covid -19 pandemic unleashed its effects on the production an d 

aggregate demand of all economies. The worsening growth outlook translated into a sharp drop in stock 

market indices and a sharp rise in volatility and risk aversion. In all the main countries, monetary and fiscal 

authorities have put in place strong exp ansionary measures to support household and business income, 

credit to the economy and liquidity on the markets; in parallel, supervisory authorities have approved 

measures to ease banks' capital and liquidity requirements.  

The following is a summary of the main support measures adopted or being adopted during 2020. With 

reference to the information requested by Consob with Recommendations no. 6/2020 "Covid 19 - Calling 

attention to financial disclosures" and no. 8/2020 "Covi d 19 - Calling attention to financial disclosures", please 

refer to the content of the notes in the sections "Basis of preparation and accounting policiesó and 

òInformation on risks and related hedging policyó.  

 

Government interventions  

State aid in the European context  

The European institutions have activated the suspension clause of the Stability Pact, i.e. the rules that 

Member States have to follow in the area of public finances.  

In addition, on 19 March 2020 the European Commission adopted a Temporar y Framework to allow Member 

States to take full advantage of the flexibility provided by the rules on state aid to support the economy in 

the current Covid -19 emergency. Along with many other support measures that can be used by Member 

States under the exi sting rules on state aid, the temporary framework allows Member States to ensure that 

businesses of all kinds have sufficient liquidity and to maintain the continuity of economic activity during 

and after the Covid -19 epidemic.  

This temporary framework, ba sed on article 107 (3) (b) of the Treaty on the Functioning of the European 

Union, provides for five types of aid:  

¶ direct grants, selective tax breaks and advance payments: Member States will be able to set up 

schemes to grant up to û 0.8 million to a company in urgent need of liquidity;  

¶ state guarantees for bank loans contracted by businesses: Member States will be able to provide state 

guarantees to allow banks to continue providing loans to customers who need them;  

¶ subsidised public sector loans to busin esses: Member States will be able to grant loans with favourable 

interest rates to businesses. These loans can help businesses meet immediate working capital and 

investment needs;  

¶ guarantees for banks that channel state aid to the real economy: some Member  States plan to exploit 

banks' existing lending capacities and to use them as a channel for supporting businesses, especially 

small and medium -sized enterprises. The framework makes clear that such aid is considered direct aid 

to the customers of the banks  and not to the banks themselves and provides guidelines to minimise any 

distortion of competition between banks;  

¶ short-term export credit insurance: the framework introduces additional flexibility as to how to 

demonstrate that some countries constitute un insurable risks on the market, thus allowing states to offer 

short-term export credit insurance coverage, where necessary.  

On 3 April, the European Commission extended the Temporary State Aid Framework adopted on 19 March 

2020 to allow Member States to acc elerate the research, testing and production of coronavirus -related 

products, to protect jobs and further support the economy.  

Modification of the temporary framework also widens the range of existing types of support that Member 

States can provide to firms in difficulty. For example, it now allows Member States to grant zero -interest loans, 



 

 

 
 

  13 

Consolidated interim financial report  

at 30 June 2020  

loan guarantees covering 100% of the ri sk or to provide capital up to a nominal value of û 0.8 million per 

company. This can also be combined with " de minimis " aid (bringing aid per company to Euro 1 million) and 

other types of aid. This possibility should be particularly useful for meeting the  urgent liquidity needs of small 

and medium -sized enterprises very quickly. The modification will be effective until the end of December 

2020. 

On 14 April 2020, as part of the temporary state aid framework, the European Commission approved an aid 

package t o support the Italian economy to deal with the effects of the Covid -19 epidemic. In order to 

implement these measures immediately, the Ministry of Economic Development made the guarantee 

request form for up to û 25 thousand available online. Circular 13/2020 of Mediocredito Centrale, the 

manager of the Guarantee Fund, also communicated that "following the authorisation granted by the 

European Commission" on 16 June, the amendments to art. 13 of the Liquidity for Companies decree 

(23/2020) are applied to req uests for admission to the Fund submitted from 19 June 2020; as a result, 

companies and professionals can apply to banks for loans covered 100% by the SME Guarantee Fund of 

up to 30 thousand euro and with a ten -year term.  

On 21 April 2020, the European Co mmission also approved two additional support schemes, for a total of 

150 million euro, for the agriculture, forestry, fishing and aquaculture sectors in the context of the Covid -19 

pandemic.  

Italian government decrees  

To counteract the negative effects th at the Covid -19 emergency is having on the national socio -economic 

fabric and to prevent the transitory crisis from producing permanent effects, in the first few months of the 

year the Italian government has implemented a series of measures of extraordinar y necessity and urgency. 

Among these, we note, in particular, Decree Law 18/2020 issued on 17 March 2020 "Measures to strengthen 

the National Health Service and economic support for families, workers and businesses related to the Covid -

19 epidemiological e mergency" (the "Cure Italy " decree) and Decree Law 23/2020 issued on 8 April 2020, 

"Urgent measures regarding access to credit and tax obligations for companies, special powers in strategic 

sectors, as well as interventions on health and work, extension of  administrative and procedural terms" (the 

"Liquidity decree") which, within their vast sphere of intervention, contain a series of provisions that are 

important for the banking system.  

The Cure Italy decree acts along four main lines of intervention. Firs t of all, the resources available to the 

health system have been enhanced, also aimed at hiring doctors and nurses and increasing the number of 

intensive care units. Secondly, measures to support household income are being introduced through a 

multiplicity  of tools, most of which are intended to strengthen social safety nets throughout the country for 

employees and for self -employed workers and specific sectors. In particular, the existing social safety nets, 

such as the Ordinary Redundancy Fund 1 , the Wage Integration Fund and the Redundancy Fund in 

Derogation have been extended to all companies forced to limit or stop business due to Covid -19, reducing 

the working hours of employees in whole or in part. In addition, the decree suspends lay -offs for economic  

reasons for the duration of the emergency. The third line of intervention relates to support for corporate 

liquidity, put at risk by the collapse of demand following the block on economic activity, through the 

banking system and the use of the Central Gua rantee Fund. The Italian government's primary objective is 

to prevent the difficulties of the real economy from escalating due to a lack of liquidity and a credit 

squeeze. The following matters are foreseen in particular:  

- the temporary postponement of dead lines for payments of tax and social contributions;  

- the obligation to maintain banks' credit lines 2 to respond promptly to the exceptional nature and 

urgency of liquidity, especially of small and medium -sized enterprises (SMEs); 

- recognition  to banks by the State of guarantees on one third of the loans subject to a moratorium. At 

the same time, the Central Guarantee Fund for SMEs has been strengthened, in terms of resources and 

                                                 
1 the introduction of "National Covid-19" as a new explanation for a banking transaction. 
2 Banks are obliged to: i) grant the suspension of mortgage and loan repayments until 30 September; ii) keep available any amounts not yet 

drawn down on lines of credit and iii) not to revoke lines of credit and advances already granted. 
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operating methods, and a public guarantee has been given on the e xposures assumed by Cassa 

Depositi e Prestiti in favour of banks and financial intermediaries that provide loans to companies 

affected by the emergency that operate in specific sectors.  

The fourth line of intervention of the Cure Italy decree concerns aid for the sectors that have been damaged 

the most, such as the tourism/hotel sector, transport, catering and bars, culture (cinemas, theatres), sports 

and education.  

Among the tax changes made by this decree, there is art. 55 "Financial support for businesse s" which 

introduces important measures in favour of selling non -performing loans. In particular, the company that 

completes the sale of pecuniary claims against defaulting debtors by 31 December 2020, has the possibility 

of transforming the deferred tax as sets (DTA) deriving from the following components into tax credits:  

¶ tax losses not yet deducted from taxable income on the date of sale;  

¶ the notional return exceeding total net income, not yet deducted or used as a tax credit on the date 

of sale (so -called  ACE Excess); 

for a total amount not exceeding 20% of the nominal value of the receivables sold, with a maximum limit of 

2 billion euro of gross value of the receivables sold for each company (taking into account all sales made 

by 31 December 2020 by compa nies linked together by control relationships). These provisions are not 

applicable to companies for which the state of financial difficulty or the risk of financial difficulty or the state 

of insolvency has been ascertained.  

Lastly, of the other measures introduced by the Cure Italy decree, mention should be made of art. 106, 

which allows companies to extend the deadline for approval of their financial statements for the year 

ended 31 December 2019 to 180 days, establishing, also by way of derogation from the current articles of 

associations, the possibility of voting electronically or by correspondence, of attending the meeting 

remotely by video/audio conferencing equipment and, lastly, the possibility of designating for the ordinary 

or extraordinary meeti ngs the representative envisaged by art. 135 -undecies of Legislative Decree 58 of 24 

February 1998.  

The Cure Italy decree was converted into Law 27/2020, which was published in the Official Journal on 29 

April 2020. The main changes introduced during the p rocess of conversion into law include the extension of 

the beneficiaries of the òfirst homeó mortgage solidarity fund, the so-called Gasparrini Fund, providing, 

among other things, for the suspension of mortgage loans of up to 400 thousand euro (the previo us threshold 

was 250 thousand euro), as well as of mortgages granted through the Guarantee Fund for first home 

purchase loans, managed by CONSAP S.p.A.  

The Liquidity Decree  introduces urgent measures regarding access to credit and postponement of 

obligatio ns for companies, as well as special powers in sectors of strategic importance and justice, to deal 

with the consequences of the coronavirus emergency. In particular, it ensures the granting of credit for 400 

billion euro to the economy (on top of the 350 billion subject to a moratorium or guaranteed by the Cure 

Italy decree); it also envisages:  

¶ specific measures to facilitate access to credit, to support liquidity, exports, internationalisation and 

capital investment; among these, enhancement of the guaran tees granted through SACE Simest, a 

company of the Cassa Depositi e Prestiti Group, on loans of companies affected by the emergency, 

provided that the loans are intended for production activities located in Italy;  

¶ faster payment of suppliers by the public administration;  

¶ strengthening of special powers in areas of strategic importance and financial transparency 

obligations; among these, an extension of the "golden power", i.e. the instrument that allows the State 

to authorise in advance corporate operations  in companies operating in strategic sectors for the 

country system, such as banking, insurance, water and energy, in order to block hostile takeover bids;  

¶ other tax and accounting measures, such as a further postponement of tax obligations by workers and 

businesses, and other measures, such as the temporary postponement of the deadline for adjourning 
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civil and criminal proceedings pending at all judicial offices, as well as suspension of the deadline for 

carrying out any act of civil and criminal proceedin gs. 

On 14 May 2020, the Government adopted urgent measures in the field of health, support for work and the 

economy, as well as social policies, connected to the epidemiological emergency caused by Covid -19 

(òRelaunch Decree ó). The main measures to support  businesses include:  

¶ a non -refundable contribution in favour of persons carrying on business and self -employment activities, 

one -man businesses with VAT number, including companies carrying on agricultural or commercial 

activities, also in the form of a co operative, with turnover in the last tax period of less than 5 million euro. 

The contribution is due if turnover in April 2020 was less than two thirds of the turnover in April 2019.  

¶ the exemption from paying the IRAP balance due for 2019 and the first in stalment, equal to 40%, of the 

IRAP advance due for 2020 for companies with revenues of between 0 and 250 million and self -

employed workers with a corresponding amount of income. The obligation to pay advances for the 

2019 tax period remains valid;  

¶ for per sons engaged in a business, art or profession, who have suffered a decrease in turnover of at 

least 50% in March, April and May compared with the same months of the previous tax period, a tax 

credit of 60% of the monthly amount of the rent for non -resident ial properties used for industrial, 

commercial, craft, agricultural, tourist activities or for the habitual and professional exercise of a self -

employed activity;  

¶ abolition of payment of the first instalment of IMU (State and Municipality quotas) due on 16  June 2020 

for owners of properties classified in cadastral category D/2, i.e. hotels and guest -houses, providing 

their owners are also the managers of the activities carried on there. The decree also provides the same 

facility for bathing, maritime, lake and river establishments;  

¶ the reduction in expenses incurred by low voltage electrical utilities other than domestic use, with 

reference to the items in the utility bill identified as "meter transport and management" and "general 

system charges";  

¶ strengthe ning the capital of small and medium -sized enterprises, with the possibility for natural persons 

to detract and for legal entities to deduct, for 2020, 20% of the amount invested by the taxpayer in the 

share capital of one or more joint -stock companies, in  limited partnerships, limited liability companies, 

also simplified, cooperative enterprises, which do not operate in the banking, financial or insurance 

sector. The maximum amount of investment that can be detracted/deducted must not exceed 

2,000,000 euro ; 

¶ additional rules to simplify and speed up venture capital -raising operations through increases in capital 

of companies;  

¶ authorisation to Cassa Depositi e Prestiti  S.p.A. (CDP) to set up a specific fund, called the "Relaunch 

Fund", to which assets and legal relationships can be contributed by the Ministry of Economy and 

Finance. It can be divided into sectors and its resources will be used to support and relaunch th e Italian 

economy, in compliance with the European Union regulatory framework on State aid adopted to cope 

with the Covid -19 emergency or at market conditions.  

¶ establishment of the "SME Capital Fund", the management of which will be entrusted to Invitalia  S.p.A., 

the national agency for the attraction of investments and company development. The purpose of the 

fund will be to subscribe, by 31 December, participatory financial instruments issued by the companies 

already indicated in the previous point;  

¶ estab lishment at the Ministry of Economic Development of the "Fund for safeguarding employment 

levels and the continuation of business activities", with a budget of 100 million euro for 2020 and an 

increase in the national fund to support access to rental housi ng, of the fund to cover the guarantees 

granted to small and medium -sized enterprises, of ISMEA (Institute of services for the agricultural food 

market) for guarantees to SMEs in the agro -food sector, the first home loan guarantee fund, the fund 

for the pu rchase of vehicles with low CO 2 emissions, of the integrated promotion fund established by 
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the òCure Italyó decree, of the 394/81 fund for the internationalisation of SMEs, with the further 

establishment of a guarantee fund aimed at relieving small and med ium -sized enterprises that draw 

on credits for internationalisation from the costs and administrative burdens deriving from the need to 

provide bank guarantees and insurance for part of the loans obtained;  

¶ establishment at the Ministry of Economic Development of a "Technology Transfer Fund", aimed at 

promoting initiatives and investments useful for the enhancement and use of research results at 

companies operating on the national territory, with particular reference to innovative start -ups; 

¶ further rules aimed at strengthening public support for the birth and development of innovative start -

ups, acting within the ambit of "Smart&Start Italia";  

¶ the provision that the regions and autonomous provinces, other territorial bodies, Chambers of 

Commerce can adopt direct aid measures, out of their own resources, up to an amount of 800,000 

euro per company, granted in the form of direct grants, tax benefits and payment or other forms, such 

as repayable advances, guarantees, loans and equity investments.  

 

Monet ary policy interventions  

Financing operations  

At the meeting of 12 March 2020, the Governing Council of the ECB approved some significant changes to 

refinancing operations, while leaving the interest rate on the main refinancing operations and interest rates 

on marginal loans and deposits unchanged. In particular:  

¶ an increase in the nominal amounts required for access to TLTRO III and an improvement in the 

conditions applied;  

¶ the introduction of new refinancing operations (LTRO).  

With reference to TLTRO (Targeted Longer -Term Refinancing Operations) III, the maximum total amount that 

counterparties are entitled to borrow has been increased, for all future operations, from 30% to 50% of the 

stock of eligible loans as of 28 February 2019, while the 10% limit  of the stock of eligible loans, applied to 

determine the amount of funds obtainable in each transaction, has been removed. Particularly favourable 

conditions are applied in the period from June 2020 to June 2021: during this period, the interest rate on 

TLTRO III transactions will be 25 basis points lower than the average rate applied in the Eurosystem's main 

refinancing operations (MRO - Main Refinancing Operations).  

In the same period, for counterparties that have net lending between 1 April 2020 and 31 March 2021 that 

is not negative, the interest rate applied on existing TLTRO III will be 25 basis points lower than the average 

interest rate applied on the Deposit Facility in the same period and, in any case, not exceeding -0.75%. 

The option to repay the  amounts borrowed under TLTRO III before their final maturity was brought forward 

one year by the settlement of each operation (instead of two years), starting from September 2021.  

On 30 April 2020 the Governing Council decided to further relax the conditi ons applied with reference to 

the interest rate and the incentive mechanism. In particular:  

¶ for the period from 24 June 2020 to 23 June 2021 the interest rate on all TLTRO III operations will be 50 

basis points (instead of 25) lower than the average rate a pplied to MROs in the same period (currently 

0%); 

¶ for counterparties whose net lending in the period 1 March 2020 - 31 March 2021 is not negative, the 

interest rate applied from 24 June 2020 to 23 June 2021 on all TLTRO III transactions will be 50 basis po ints 

(instead of 25);  

¶ for banks that achieve this net lending target, more favourable conditions will be applied for the 

duration of the operations; otherwise the remuneration scheme originally envisaged will apply, in other 

words: "base" rate equal to the  average of the MRO rate over the life of the operation, reduction of 
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this rate in the event of exceeding a certain net lending benchmark in the period 1 April 2019 - 31 

March  2021, up to a minimum equal to the average of the DF rate. Lastly, the net lend ing threshold, in 

excess of the benchmark, to be reached in order to benefit from the maximum rate reduction, was 

reduced from 2.5% to 1.15%.  

The Governing Council of the ECB, at its meeting on 7 April 2020, approved measures aimed at loosening 

the eligibi lity criteria and the risk control system applied to the activities that can be lodged as collateral for 

the Eurosystem's refinancing operations, in response to the economic and financial crisis caused by the 

Covid -19 pandemic. The measures introduced are aimed at widening the availability of guarantees, 

facilitating banks' access to financing and supporting credit for businesses and households by strengthening 

the use of guaranteed loans and a general increase in risk tolerance by the Eurosystem.  

These temporary interventions will remain in force until the end of the pandemic emergency purchase 

programme (PEPP). By the end of 2020, the Governing Council will assess whether an extension is needed 

to continue ensuring adequate availability of guarant ees for counterparties.  

On 22 April 2020 the Governing Council of the ECB adopted temporary measures (applicable until 

September 2021) to mitigate the effects on the availability of collateral to guarantee refinancing operations 

of possible rating downgrad es of negotiable assets due to the Covid -19 pandemic.  

In particular, the Governing Council introduced a grandfathering regime under which negotiable assets 

and issuers that met the minimum credit quality requirements for the eligibility of guarantees at 7 April 2020 

(BBB- for all activities, with the exception of the ABS) will continue to be eligible in the event of rating 

downgrades, provided their rating remains equal to or greater than credit step 5 on the Eurosystem's 

harmonised rating scale (equivalent  to a BB rating).  

The measures adopted therefore offer protection against potential risks of a downgrade and consequent 

ineligibility of all negotiable assets (securities) included in the Group's counterbalancing.  

On 30 April 2020, the Governing Council of  the ECB decided, temporarily, to carry out longer -term 

refinancing operations for the pandemic emergency (PELTRO) to support the liquidity of the Eurozone's 

financial system and help preserve the orderly functioning of money markets by providing effective  liquidity 

support after the expiry of the additional LTROs carried out since March 2020. Counterparties participating 

in PELTRO will be able to benefit from the easing of the eligibility criteria applicable to assets that can be 

lodged as collateral, whic h are in force until the end of September 2021.  

Market liquidity support  

At the same meeting on 12 March 2020, in addition to the current asset purchase programme (APP), the 

ECB activated a temporary window to increase the purchase of securities, up to the  end of the year, for a 

total of 120 billion euro, with a view guaranteeing favourable financing conditions for the real economy in 

a context of considerable uncertainty.  

Faced with the rapid spread of the epidemic and the onset of significant turbulence i n financial markets, 

on 18 March the Governing Council, during an extraordinary meeting, introduced a new programme for 

the purchase of public and private securities for the pandemic emergency (PEPP) for a total of 750 billion 

euro.  

The purchases, which wi ll be carried out in a flexible manner over time, involving types of assets and in 

different jurisdictions, will continue at least until the end of the current year and, in any case, for as long as 

the epidemic persists; they will concern all financial ass ets covered by the APP, including government bonds 

issued by Greece, which have not hitherto been admitted to the Eurosystem's programmes. The Governing 

Council has also included commercial paper with adequate creditworthiness on the list of assets eligibl e 

under the programme to purchase bonds issued by non -financial companies of countries in the Eurozone 

(Corporate Sector Purchase Programme, CSPP).  
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Regulatory and supervisory interventions by institutions  

The European institutions - European Commission,  European Council and Parliament - the Italian and 

European Supervisory Authorities - EBA, ESMA, ECB/SSM, Bank of Italy, SRB - international institutions - IASB, 

Basel Committee - are adopting a series of measures to deal with the effects of the Covid -19 pandemic on 

the economy. These are measures designed to support banks in mitigating the economic impact of the 

pandemic.  

Regulatory interventions  

Capital requirements  

The European Central Bank (ECB), on 12 March 2020, issued a press release "ECB Banking Supervision 

provides temporary capital and operational relief in reaction to coronavirus" which indicated important 

measures with reference to the capital and liquidity requirements of banks, for the duration of the Covid -19 

pandemic, which in all respects  represents a situation of severe systemic stress.  

Specifically, the ECB has envisaged, among other things:  

¶ the possibility of operating temporarily below the level of capital established by the Pillar II Capital 

Guidance (P2G), the capital conservation bu ffer (CCB) and the liquidity coverage ratio (LCR);  

¶ the possibility of partially using Additional Tier 1 or Tier 2 Capital to meet the requirement of Pillar II, 

anticipating a measure contained in the Capital Requirements Directive V (CRDV), which was due t o 

come into force in 2021. These measures help free up capital that banks can use to support the 

economy. In this regard, the ECB underlined the fact that banks should not use the positive effects of 

these measures to increase dividends or bonuses;  

¶ applica tion of the preferential treatment to non -performing exposures (NPE) currently envisaged for 

loans guaranteed by official export credit agencies to exposures that become non -performing and 

which benefit from public guarantees granted for the Covid -19 emerg ency (i.e. a minimum coverage 

of 0% for seven years as part of the so -called "calendar provisioning" envisaged by the Addendum).  

¶ The ECB also indicated that maximum flexibility regarding NPE reduction strategies will be ensured, 

taking into account the ext raordinary nature of current market conditions.  

On 26 June 2020, the European Commission adopted EU Regulation 873/2020 containing a number of 

measures for easing capital requirements, such as:  

¶ an amendment to the transitional provisions of IFRS 9 "Financial Instruments", which allows banks to 

sterilise in a declining manner the capital impacts associated with the increase in loan loss adjustments 

recorded in the period 2020 -2024 of stage 1 and 2 portfolios compared with 1 January 2020. In 

particula r, the amendment provides for the re -introduction into Tier 1 capital of a progressively 

declining share of the higher adjustments equal to 100% in 2020 and 2021, 75% in 2022, 50% in 2023 and 

25% in 2024; 

¶ on the bank's request, the possibility to sterilise  any unrealised gains and losses accumulated as of 31 

December 2019 and recognised in the financial statements under "Changes in the fair value of debt 

instruments measured at fair value through other comprehensive income (FVTOCI)", corresponding to 

exposu res to central administrations, regional administrations or local authorities for the period 2020 -

2022; 

¶ bringing forward the date of application of (a) SMEs Supporting Factor, (b) Infrastructure Supporting 

Factor and (c) fairer calibration of salary - or pe nsion-backed loans;  

¶ once approved, the application of the EBA's regulatory technical standards (RTS) on the prudential 

treatment of software; the latest revision of the CRR introduced provisions to modify the regulatory 

treatment of software assets, envisa ging their exclusion from the deductions from CET 1. The EBA was 

commissioned to develop technical standards (still being drafted, with a June 2020 deadline), to 

specify how to apply this exemption. The date of application of the new prudential treatment o f 



 

 

 
 

  19 

Consolidated interim financial report  

at 30 June 2020  

software was set at 12 months from the entry into force of the above RTS. To free up capital and support 

the digital investments of the banks, the Commission has proposed to bring forward the date of 

application to the date on which the Technical Standar ds come into force;  

¶ the amendments to the Regulation on the prudential backstop for non -performing loans ("calendar 

provisioning"), or the extension of the preferential regime envisaged for loans guaranteed by Export 

Credit Agencies (SACE in Italy) as rega rds the provisioning obligations (0% for the first 7 years, 100% 

provision only in the eighth year), to all loans guaranteed by the State (only for the guaranteed portion 

of the loan);  

¶ As regards the leverage ratio, the change in the compensation mechanism  associated with the 

discretion of the competent authority to allow banks to temporarily exclude exposures in the form of 

central bank reserves from the calculation of the leverage ratio.  

Liquidity requirement  

With reference to the liquidity requirement, t he ECB has granted the possibility to supervised banks to 

operate also under 100% of the liquidity coverage ratio. The ECB has clarified the temporary nature of the 

measures taken, reiterating their validity until further notice.  

Classification of exposure s for accounting and prudential purposes  

Various authorities and standard setters have expressed themselves regarding the prudential and 

accounting rules on credit risk: European Commission, Ecofin, ECB, EBA, ESMA, IASB, BCBS. The general 

recommended line is to fully utilize the flexibility of accounting and prudential rules in order to support 

families and businesses affected by the pandemic.  

The suggested flexibility is also to avoid excessive pro -cyclical effects; at the same time, the authorities have 

stressed the importance of banks continuing to measure risks accurately and transparently.  

More specifically, the indications provided by the authorities can be grouped into the following areas:  

¶ classification as forborne;  

¶ classification as performing/non -performing;  

¶ updating of macroeconomic scenarios;  

¶ assessment of a significant increase in credit risk (SICR) for IFRS 9 purposes;  

¶ accounting for the effects (gain/loss from forbearance) relating to contractual changes deriving from 

customer s upport measures;  

¶ inclusion of state guarantees in the calculation of ECL for IFRS 9 purposes;  

¶ financial disclosures.  

Classification as forborne  

The European Banking Authority (EBA) intervened on this specific aspect with a document dated 25 March 

2020 cal led "Statement on the application of the prudential framework regarding Default, Forbearance 

and IFRS 9 in light of Covid -19 measures", which discussed the accounting and prudential issues relating to 

the potential reclassification of loans as a result of public and private moratoriums and other forms of support 

adopted in response to the pandemic.  

In particular, the EBA specifies that the public and private moratorium measures granted in connection with 

the pandemic, being designed to mitigate systemic ris ks and not specific needs of a single debtor, must not 

be automatically classified as forbearance measures, neither for the purpose of classifying the loans that 

benefit from it, nor for IFRS 9 purposes (i.e. for transfers between risk stages, particularly  transfers to stage 2 

and consequent recognition of the expected lifetime loss instead of the 12 -month loss), as well as for the 

prudential classification of positions among non -performing loans.  
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That said, the EBA recalls that, even in this specific circu mstance, the banks are called upon to assess the 

creditworthiness of the debtors who benefit from the moratorium and, consequently, to consider 

reclassifying those debtors that show a deterioration in their creditworthiness.  

In carrying out these assessmen ts - which may concern a large audience of debtors - banks will have to shy 

away from automatic approaches and give preference to risk -based analyses. Furthermore, once the 

moratoriums are over, particular attention must be paid to companies that have late  payments or other 

signs of deterioration in their creditworthiness.  

On 2 April 2020, the EBA also published the document called "Guidelines on legislative and non -legislative 

moratoriums on loan repayments applied in light of the Covid -19 crisis", which g ives detailed criteria that 

must be respected for the public and private moratoriums granted by 30 June 2020, so that they are not 

classified as exposures subject to onerous concessions or restructurings. The guidelines also establish that 

banks must conti nue to identify promptly any situations of possible financial difficulty on the part of debtors 

and provide for consistent classification in accordance with the regulatory framework.  

The EBA's guidelines refer both to moratorium measures based on legislation and to measures based on 

private initiatives that have "general scope", i.e. granted by banks in order to prevent systemic risk by giving 

widespread support to all companies tempor arily in difficulty due to the pandemic. It should be noted that 

the guidelines set out a series of conditions that must all be satisfied in order for a moratorium measure to 

be considered "of general scope":  

1. the moratorium finds its source in national law  or private initiative. In the latter case, the measure must 

be based on an intervention scheme widely shared within the banking sector, in order to guarantee 

uniformity in the moratoriums granted by the various credit institutions;  

2. the moratorium is appli ed in relation to a broad spectrum of debtors, determined on the basis of 

general criteria, such as belonging to a certain type of customers (retail, SME, etc.), originating from 

one of the areas most affected by the pandemic, the type of exposure (mortgag e, lease, etc.), 

belonging to a production sector that has been particularly affected, etc;  

3. the measure is based solely on a modification of the payment deadlines and, therefore, may consist 

of a suspension of payments, a rescheduling of them, or a tempora ry reduction in the capital and/or 

interest to be paid. The moratorium, therefore, cannot entail the modification of other contractual 

clauses (such as, for example, the interest rate);  

4. the moratorium is applied on the same conditions to all subjects that benefit from it;  

5. the measure is not granted on loans stipulated after the date on which the moratorium was 

announced;  

6. the moratorium is established in order to cope with the emergency generated by the Covid -19 

pandemic and is applied before 30 June 2020.  

If it meets the requirements listed above, the moratorium measure must not be qualified as a "forbearance 

measure" unless it was already so at the time of application of the measure.  

Classification as performing/non -performing  

The moratoriums granted in the  context of the Covid -19 pandemic generate impacts on the recognition 

and reporting of past due loans as the past due calculation takes the agreed changes in payment 

deadlines into account; consequently such concessions should, in the short term, lead to a  reduction in 

transfers to non -performing exposures as a result of suspending the deadlines for calculating loans that are 

past due.  

Article 18 of the EBA "Guidelines on the application of the definition of default under art. 178 of Regulation 

(EU) No 575/ 2013" of 18 January 2017 (in force for the Group from 31 December 2020) established, in relation 

to legislative moratoriums, that the calculation of past due loans would be interrupted during the period of 
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suspension of payments, leading to an extension of  the period of 90 days as a trigger for the transfer of 

exposures to non -performing loans.  

The EBA guidelines of 2 April 2020 referred to above equate moratoriums granted on a private basis in 

response to Covid -19 to public moratoriums; consequently, the l atter also benefit from the interruption of 

the calculation of past due loans, providing they comply with the requirements of the EBA guidelines.  

The EBA reiterates that the concessions made for Covid -19, in situations where there is practically no change 

in the present value of the cash flows subsequent to the contractual modification, are not to be considered 

onerous, they do not involve a transfer to default and represent a temporary relief for those who are unable 

to fulfil their contractual obligations  because of the interruption of activities due to the pandemic.  

The EBA underlines that banks are still obliged to evaluate the possible classification of customers benefiting 

from moratoriums under unlikely -to -pay, considering the debtor's ability to cope  with the new payment plan 

(regardless of any public guarantee) and excluding the transfer of these loans to the "onerous restructuring" 

portfolio.  

In this regard, the EBA recognizes that there may be difficulties in making individual assessments for the 

purpose of classifying a loan as non -performing; in this case the banks must adopt a risk -based approach 

(e.g. taking into account the sectors most exposed to the long -term effects of the crisis, such as transport, 

tourism, hotel, retail trade). It will the refore be important, after the suspensions linked to the Covid -19 

moratoriums, to intercept those exposures that will show delays in payment with respect to the new 

repayment plans, for the purpose of timely classification as non -performing.  

Updating of ma croeconomic scenarios  

In accordance with IFRS 9, the determination of expected credit losses (or, in any case, on all financial 

instruments that fall within the scope of application of this standard) must always be the result of a joint 

analysis of the fol lowing factors:  

¶ an objective and probability -weighted amount determined by evaluating a range of possible 

outcomes;  

¶ the time  value of money;  

¶ reasonable and demonstrable information that is available without excessive cost or effort at the 

reporting date on  past events, current conditions and forecasts of future economic conditions (in this 

case, the reference is to the inclusion of so -called "forward -looking" macroeconomic scenarios).  

In the context of IFRS 9, information on future macroeconomic scenarios i n which the Group is likely to 

operate and which clearly affect the situation of debtors with reference to both the "riskiness" of the 

migration of exposures to classes of lower quality (which would involve "staging") and recoverable amounts 

(involving the  determination of the expected loss on exposures).  

The crisis triggered off by the Covid -19 pandemic has produced a deterioration in the economic outlook: 

the context of pronounced uncertainty limits the reliability of available information, making the tas k of 

producing detailed long -term forecasts extremely difficult.  

In June 2020, the ECB published a document entitled "Eurosystem  staff macroeconomic projections for the 

Euro Area", which was followed by the "Macroeconomic projections for the Italian economy (coordinated 

by the Eurosystem)" published by the Bank of Italy in June.   

Assessment of a significant increase in credit risk  (SICR) for IFRS 9 purposes 

Analysis of a significant increase in credit risk and, therefore, the identification of exposures to be included 

in stage 2 is, as indicated in IFRS 9, a multi -factor, holistic analysis which takes into account the changes in 

de fault risk over the expected life of the financial instruments. In this regard, ESMA, in its statement of 25 

March 2020, indicated that when economic support programmes for businesses implemented by 

governments reduce the risk of default on a financial ins trument, they must be appropriately considered in 

the assessment; a moratorium should not therefore be considered per se representative of a significant 

increase in the credit risk of the financial instrument. In addition, the specific circumstances relate d to the 
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Covid -19 epidemic are an adequate motivation to refute the presumption of a significant increase in credit 

risk for loans that are past due by more than thirty days. This provision also constitutes a significant change 

with respect to the ordinary  rules of the IFRS 9 standard and will produce effects on transfers to stage 2. 

ESMA also invites banks to consider collective approaches, also recommended by the ECB, to evaluate a 

significant increase in credit risk; in other words, given the difficulty in identifying risk factors or indicators at 

the individual debtor level, the use of a top -down logic is suggested, i.e. starting from the risk level of specific 

portfolios (e.g. sectors most affected, such as tourism, hotel, air travel) and the credit rat ing prior to the 

Covid -19 pandemic.  

For staging purposes, the EBA also underlines the need to distinguish those exposures that will suffer a 

temporary deterioration in their credit standing from those that will undergo a structural deterioration: a 

transfer to stage 2 must only be considered  for the latter.  

Accounting for the effects (gain/loss from forbearance) relating to contractual changes deriving from 

customer support measures  

ESMA is of the opinion that banks ought to assess whether support and economic relief measures could lead 

to a change in the characteristics of the financial assets and, consequently, their derecognition also in 

relation to the substantial nature of the change. This assessment must include both qualitative and 

quantitative criteria. In light of current circumstance s, the Authority reiterates that it is unlikely that the 

change would be considered substantial and lead to derecognition, if the financial support measures 

provide temporary relief to the debtors affected by the Covid -19 epidemic and the net economic valu e of 

the loan is not significantly affected. In any case, the entities must provide adequate disclosure of the 

accounting policies adopted to determine the substantial nature of the change.  

Inclusion of state guarantees in the calculation of ECL for IFRS 9  purposes  

The guarantee measures of sovereign states provided in conjunction with legislative moratoriums or other 

support measures have different characteristics in different jurisdictions, but they share the fundamental one 

of guaranteeing partial or com plete recovery of the loans being supported.  

On the basis of IFRS 9, ESMA reiterates that such guarantees impact the measurement of expected losses 

insofar as they can be considered an integral part of the contractual conditions governing the loans and 

are  not recognised independently. In this regard, ESMA recalls with reference to the first aspect that the 

guarantee does not have to be explicitly established in the contractual clauses (as envisaged by the 

Transition Resource Group for Impairment in Decembe r 2015): for example, this is the case of public 

guarantees provided jointly with large -scale debt moratoriums or economic support measures. The 

Authority stresses the importance of providing adequate information regarding the assessments made.  

Financial r eporting  

In line with the ESMA statements published in March 2020 and in attention call no. 6/20 of 9 April 2020 "Covid 

19 - Calling attention to financial disclosures", Consob underlines the importance that issuers provide 

updated information (i) on risks  related to Covid -19 that may have an impact on the economic and 

financial situation, (ii) on any measures taken or planned to mitigate these risks, as well as (iii) an indication 

of a qualitative and/or quantitative nature of the potential impacts that ha ve been considered when 

estimating the company's future performance. In relation to reports subsequent to 31 December 2019, it 

also draws the attention of directors to carefully evaluate the importance of business planning in order to 

consider the main ris ks related to the pandemic that could preclude the achievement of strategic 

objectives and/or compromise business continuity. These elements could constitute an indication that the 

assets entered in the financial statements may have suffered impairment, hi ghlighting the need to estimate 

the recoverable value of the asset. Specific assessments will also be made on the other areas of the financial 

statements that could be impacted by the crisis.  

With another call for attention no. 8/20 of 16 July 2020, on the  recommendations provided by ESMA in the 

public statement "Implications of the Covid -19 outbreak on the half -yearly financial reports" of 20 May 2020, 

which it referred to in full, Consob put particular emphasis on the following aspects: (i) the importance  when 
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preparing half -yearly reports of the assessments that the directors are required to make pursuant to IAS 36 

"Impairment of assets" (IAS 36 paragraphs 9 and 12), with particular reference to the fact that the effects of 

the Covid -19 epidemic may const itute indicators of impairment that require specific checks to be made on 

the recoverability of the assets, (ii) attention to the description of uncertainties and significant risks 

associated with Covid -19, especially if they cast doubt on business continu ity, (iii) as regards the description 

of the impacts of the Covid -19 epidemic on the income statement, inclusion of information, also on a 

quantitative basis, in a single note of the interim financial report, in order to make users of the financial 

stateme nts understand the overall impact of the pandemic on the economic results of the period, (iv) 

where available, presentation of detailed and specific information in relation to the impacts, present and 

future, of COVID -19 on strategic planning and plan targ ets, economic performance, financial situation and 

cash flows, with particular emphasis on measures adopted or planned to face and mitigate the impacts of 

COVID -19 on activities and economic results, indicating the implementation status.  

Public disclosures  

With its communication of 1 July 2020, the Bank of Italy implemented the Guidelines of the European Banking 

Authority (EBA) on reporting and public disclosure requirements for exposures subject to measures applied 

in light of the Covid -19 crisis (EBA/GL/2020/07). The Guidelines require that information be provided on a 

half -yearly basis starting from 30 June 2020:  

1) loans subject to "moratoriums" that fall within the scope of the EBA Guidelines on legislative and non -

legislative moratoriums on loan payments applied in the light of the Covid -19 crisis  

2) loans subject to forbearance measures applied following the Covid -19 crisis; 

3) new loans guaranteed by the State or other public body.  

 

Initiatives of the Banco Desio Group  

Worker safety  

The initiatives undertaken  at Group level, always in line with the indications of the Government Authorities, 

have constantly aimed at protecting the health and safety of workers and safeguarding business continuity.  

To handle the epidemic, a collegial body called the Operational Prevention Committee was set up 

immediately. It oversaw all stages of event assessment and definition of the prevention and operational 

measures to be implemented by reconciling the emergency regulatory framework established by the 

competent Authorities and the technical -organisational measures that were necessary, also in terms of 

Safety and Prevention to protect workers' health. For the entire duration of the emergency, Group 

companies operat ed seamlessly for each service provided by the bank.  

In relation to "231 risks", the action taken has been reported to the Supervisory Body - SB 231 - and to the 

Compliance Function regarding compliance with the provisions contained in the Consolidated Law  on 

Occupational Health and Safety (Legislative Decree no. 81/2008).  

The Parent Company's Board of Directors was kept constantly informed about the evolution of the crisis and 

on management of the emergency with dedicated communications.  

From an operationa l point of view, as of February, a Healthcare Unit was set up by the Company Doctor to 

follow the evolution of the emergency and coordinate the necessary countermeasures. The Doctor kept 

the Bank constantly informed through daily updates and analyses, shar ing proposals to cope with the 

emergency.  

The Healthcare Unit's main areas of intervention were as follows:  

- definition of guidelines on the action to be taken in the event of contact with people who test positive 

for coronavirus;  

- study on the effectiveness  of the various protective devices and identification of correct devices to be 

provided to employees;  
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- definition of guidelines on the management of pregnant women and immunosuppressed persons or 

chronic pathologies, also through the study and evaluation of  specific cases;  

- analysis of the international epidemiological emergency in order to implement specific action for 

employees returning from foreign countries.  

The Company Doctor also takes part in meetings with the Workers' Representatives for Safety, the Employer, 

the Head of the Prevention and Protection Service, the Real Estate Function, in order to provide immediate 

support with regard to any reports of critical health issues that may emerge during the meetings.  

With reference to the strategic initiativ es adopted, the main ones are reported below.  

¶ Remote work : working from home was introduced for Banco Desio Group Head Office Personnel and 

also for certain people in the Commercial Network, taking care to safeguard the continuity of service 

to customers, calibrating times and methods of service to the public, taking into account the 

prescriptions and limitations introduced by national and local provisions introduced during the 

lockdown; this way of working from home, which was promptly and widely adopted, did much to 

mitigate the risk of contagion.  

Remote work was made possible by strengthening the technology infrastructure.  

The results obtained are remarkable:  

- for  the corporate centre, the weekly average of personnel who worked from home was over 85%; 

this figure is currently lower as some of the staff are now working in the office on a shift basis. The 

company protocols comply with the regulations currently in for ce in terms of distancing, measuring 

body temperature and monthly supplies of PPE (masks, etc.);  

- for the distribution network, in addition to the use of remote working, remote methods of 

interaction were introduced with customers who, in cases of need, had  access to the branches 

only by appointment and in compliance with the measures to prevent the risk of contagion 

(including the use of PPE or distancing).  

¶ Branch closures : the time limit for the provision of services to customers was communicated to 

customers from time to time through notices outside the premises and information on the corporate 

website of the parent company, on the home page, recalling the availability of alternative channels 

to the traditional branch, such as the opportunity to use ATMs or Web Banking, which were functioning 

and operational.  

¶ Answers to employees and customers : In the most critical phase of the epidemic, an additional 

telephone service was set up to serve customers and Group employees. The service provided a support 

plan for personnel and customers through a team of colleagues who provided answers on corporate 

procedures, information and customer services. The support was provided through the preparation of 

a dedicated e -mail address for requests from colleagues and a  dedicated telephone number for 

customers.  

¶ Information to branches : Group personnel have been constantly updated on emergency 

developments and the adoption of prevention protocols to be applied. In addition, from time to time 

steps were taken to prepare th e signs to be affixed in the branches for the benefit of colleagues and 

customers.  

¶ Procurement and cleaning : cleaning has been and is still carried out on a more rigorous basis than 

usual (every day, with the use of specific sanitizing products); protectio n masks, hand sanitizing gel and 

disposable gloves are distributed in all Head Office and Network structures. Plexiglass protection 

screens have been installed at cash desks.  

¶ Information to staff : with the evolution of the health emergency and, consequentl y, the containment 

measures ordered by the Council of Ministers and by the individual Regions, detailed indications on 
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company provisions were made available to all staff and kept constantly updated; the attention to 

internal communication was also underli ned through a dedicated newsletter.  

Commercial activity   

In compliance with the operating restrictions imposed by measures to combat the spread of the virus and 

in an effort to remain close to all our customers, the Covid -19 emergency was dealt with by the  Group on 

a reactive basis, placing the resources involved in a safe environment and allowing commercial activities 

to continue, also through remote working.  

With this in mind, the reduction of Network and Head Office personnel was started as early as 24 F ebruary, 

activating remote work in a very short period of time as it was considered an emergency; to protect 

customers and employees in compliance with the Prime Ministerial Decree of 11 March 2020, the provision 

of cashier services in the morning was limi ted and the Group continued to make every effort to reduce the 

need for colleagues to move from home.  

From Monday 16 March, the Bank's operations were guaranteed with no more than 30% of colleagues at 

Head Office and no more than 50% at the Network structu res, guaranteeing basic services which was our 

responsibility to customers; on the same date, the new opening hours of the branches came into force and, 

in compliance with the Decree, they were communicated to customers through the Bank's website in the 

"Covid -19 Coronavirus emergency" section and via email to those who had given their consent to receive 

information. In the communication, customers were reminded not to go to the branch except for 

transactions that could not be postponed and it was emphasis ed that almost all banking operations could 

be performed via the internet and mobile banking, as well as at ATM points. We also suggested calling 

branches for information.  

Given that we understood the strong economic impact of the epidemic on people and co mpanies and in 

line with our values as a territorial bank, close to households and businesses, we took the following action to 

support our customers: extension of the "ABI Credit Agreement 2019" in favour of companies, steps to 

support corporate and retail  customers such as suspension of the principal portion of mortgages for 6 or 12 

months, free renegotiation fees where applicable, no change in the rates and charges applied, non -

compulsory extension of the explosion -fire insurance coverage for mortgage and  land loans.  

The Group then shared and promoted the support measures introduced by the "Cure Italy" decree of 17 

March 2020 and the "Liquidity" decree of 8 April 2020.  

In order to facilitate and not hinder this process and at the same time to protect the  health of customers 

and colleagues, an innovative procedure was activated, a remote service for the collection of requests in 

a simplified manner by certified e -mail (PEC) and subsequently by digital signature (Osiride).  

The digital signature is a new and  valuable service for the bank and customers, created in full Covid -19 

emergency to exchange documents online and obtain the customer's digital signature on them with full 

legal validity; this method has contributed considerably to the automation and simpl ification of operating 

processes, with higher safety standards, eliminating paper and making the "remote" relationship with 

customers more agile and secure.  

From 20 March, a plan was implemented which provided for the formation of a team to support all 

col leagues involved in customer relationships to facilitate procedures, information and services offered. The 

support was provided through:  

¶ an email address (distantimauniti@bancodesio.it) for colleagues' requests;  

¶ a dedicated telephone number (0362 613999) for customers' requests.  

Through these dedicated channels, the team responded to questions, requests for information and news 

introduced by the various legislative decrees on the Covid -19 emergency.  

During the same period, another measure was implemented to guarantee the provision of essential services 

to our customers and the operational continuity of our bank, authorising - on an exceptional basis and only 

for ninety days - the possibility to communicate stock market trading orders by telephone.  
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Followin g the agreement reached with the Bank's trade union representatives, a staff attendance plan was 

organised at the end of March for April, which was then extended for the months of May and June. In light 

of this protocol and the state of the emergency, a fu rther reduction in cashier and advisory services was 

decided.  

In April, the following services were ensured by appointment:  

¶ cashier services on Mondays and Wednesdays only from 8.30 to 13.00;  

¶ advisory  services on Monday, Wednesday and Friday for the whole day.  

In this way, colleagues' presence at branches was reduced to 50% on Monday and Wednesday, and to 

40% on Tuesday, Thursday and Friday.  

Credit and loans  

With reference to the disbursement of loans, the social and economic emergency brought about by Covid -

19 led to the need for proactive credit risk management. To this end, a series of initiatives were put in place 

to provide support to customers and to mon itor requests and their stage of processing on a daily basis.   

In particular, the Bank:  

¶ launched certain measures in advance of the government's initiatives, allowing customers to suspend 

repayment of long -term loans for up to 12 months.  

¶ adopted automated  processes for the management of the moratoriums envisaged by the Cure Italy 

Decree as well as dedicated task forces to allow a faster and more adequate response to customers. 

This commitment meant that, as of 30 April, 21 thousand applications for a morat orium on loans for a 

total of Euro 2.6 billion had already been processed for households and companies and 5 thousand 

applications for microloans of less than Euro 25 thousand had been approved with simplified 

procedures for a total value of approximately Euro 100 million.  

¶ dedicated company policies were developed for loans of up to Euro 30 thousand, as provided for in 

article 13, m) and m -bis) of the Liquidity Decree, with a more streamlined approval process than the 

normal one, while respecting the credit  merit analysis and regulatory obligations (e.g. anti -money 

laundering, privacy, etc.).  

In order to speed up the process of requesting the guarantee from MCC, collaboration was started 

with an additional provider and a task force of about 40 people was set  up in May which allowed 

processing up to about a thousand dossiers per day, approving about 11 thousand requests to date.  

¶ With regards to loans for an amount greater than Euro 30 thousand, lines of strategy have been drawn 

up in order to support customers  with new finance or renegotiations.  

All loan operations carried out by the Bank as a result of the health emergency have been appropriately 

coded so that we can govern and monitor the situation day -by -day.  

The concessions or suspensions carried out for l egislative "Covid" purposes have not been classified as 

forborne (according to the indications provided by the supervisory authorities). In the case of a moratorium 

decided by the Bank, specific assessments are carried out only for positions with companies  that already 

had a higher level of risk before the outbreak of the pandemic, to verify whether or not to consider 

renegotiation as a forbearance measure, with a consequent transfer to stage 2.  

To assess how the macroeconomic scenario is likely to evolve, estimates of impacts on the sector and the 

tools available to deal with the crisis and the new scenario that will emerge at the end of the emergency 

were examined in depth.  

This activity, which is still in progress, involves the integration of "Covid -drive n" indicators provided by external 

companies so as to define a clustering of the loan portfolio on the basis of risk and to identify the strategies 

to be activated in terms of support and risk mitigation.  
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As regards the management of non -performing loans, the expected performance levels were reviewed 

and closer monitoring was begun on all the main exposures. Attention was given to developments relating 

to the difficulties of the period in the operational management of the UTP portfolio with an estimate of t he 

impact on the recovery of doubtful loans due to the deferral of court proceedings and the suspension of 

procedural deadlines. As of today, we cannot exclude potential impacts from the cancellation of 

mortgage enforcements on real estate until 31 July an d from the possibility of requesting new ones only from 

1 September 2020.  

Particular attention was paid  to recoveries from private individuals, also in order to mitigate potential 

reputational risks that in this context can derive from the credit recovery action and from the steps involved 

in reclassifying the loan to doubtful (letter of formal notice, etc. ).  

Another aspect to which particular attention has been paid concerns the management of requests for 

suspension of payments (and remodelling requests) of "unlikely to pay" customers (excluded from the "Cure 

Italy" decree). In this context, it was decided  to evaluate the requests for suspension for the UTP portfolio 

even if outside the perimeter of the law.  

As of 30 June, the following have been granted:  

a)  legislative moratoriums with reference to approximately 10 thousand instalment financing relationships  

with a total exposure of 1.1 billion euro,  

b)  ABI moratoriums with reference to approximately 1,300 relationships for a total exposure of 0.2 billion 

euro,  

c)  moratoriums granted by the Bank outside the ambit of the decree and ABI for more than 12 thousand 

relationships with a total exposure of approximately 1.6 billion euro (of which over 8 thousand for 0.7 

billion euro of exposure to customers with the remainder being to non -financial companies),  

d)  loans of up to 25 thousand euro backed 100% by the Guarantee Fu nd for SMEs (art.13 of the Liquidity 

Decree) equal to more than  9 thousand  relationships for a total of approximately 0.2 billion euro,  

e)  loans of more than 25 thousand euro backed 100% by the Guarantee Fund for SMEs (art.13 of the 

Liquidity Decree) equal to  approximately 600 relationships for a total of approximately 0.2 billion euro.  

The disclosure required by the European Banking Authority (EBA) regarding the reporting and disclosure 

obligations to the public on the exposures subject to measures applied i n light of the Covid -19 crisis 

(EBA/GL/2020/07) is provided below, for which the Bank of Italy has communicated to the Group the 

obligation to provide information to the public on a half -yearly basis starting from 30 June 2020. In particular, 

the Guideline s require that information be provided on:  

1) loans subject to "moratoriums" which fall within the scope of the EBA's Guidelines on legislative and non -

legislative moratoriums on loan payments applied in light of the Covid -19 crisis (EBA/GL/2020/02);  

2) loans subject to forbearance measures applied following the Covid -19 crisis; 

3) new loans guaranteed by the State or other public body.  
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Template 1: Information on loans and advances subject to legislative and non -legislative moratoria  

 

 

Template 2: Breakdown of loans and advances subject to legislative and non -legislative moratoria by residual maturity of moratoria  

 

 

Template 3: Information on newly originated loans and advances provided under newly applicable public guarantee schemes intro duced in response to C OVID-19 crisis 

 

Business Continuity Management  

In particular, business continuity management has ensured the operational continuity of critical and 

systemic processes through:  

- the creation of separate teams to handle the core treasury and operational liquidity processes, 

working at the usual location, remotely from home and in the recovery room;  

- the progressive use of remote working based on the evolution of the emergency and government 

instructions;  

- progressive implementation of laptops for all other employees involved in critical processes.  

The following steps were also carried out:  

    

Gross carrying amount  
Accumulated impairment, accumulated negative changes in fair value due to 

credit risk  

Gross 

carrying 

amount  

    

  

Performing  Non performing  

  

Performing  Non performing  

Inflows to  

non -

performing 

exposures  

    

  

Of which:  

exposures 

with 

forbearance 

measures  

Of which:  

Instruments 

with 

significant 

increase in 

credit risk 

since initial 

recognition 

but not 

credit -

impaired 

(Stage 2)  

  

Of which:  

exposures 

with 

forbearance 

measures  

Of 

which:  

Unlikely 

to pay 

that are 

not past -

due or 

past -due 

<= 90 

days  

  

Of which:  

exposures 

with 

forbearance 

measures  

Of which:  

Instruments 

with 

significant 

increase in 

credit risk 

since initial 

recognition 

but not 

credit -

impaired 

(Stage 2)  

  

Of which:  

exposures 

with 

forbearance 

measures  

Of which:  

Unlikely to 

pay that 

are not 

past -due 

or past -

due <= 90 

days  

    

Loans and advances 

subject to moratorium  
2,873,500 2,840,308 97,624 531,915 33,192 26,378 32,875 35,384 28,135 5,698 20,681 7,249 5,659 7,172 7,221 

of which: Households  860,517 842,160 38,951 162,043 18,357 15,299 18,225 13,020 9,336 2,230 7,403 3,684 3,102 3,663 3,347 

of which: Collateralised 

by residential immovable 

property  

655,967 640,522 33,047 125,096 15,445 13,067 15,445 9,774 6,930 1,856 5,700 2,844 2,385 2,844 2,508 

of which: Non -financial 

corporations  
1,987,972 1,973,136 56,567 365,085 14,836 11,079 14,650 22,162 18,597 3,398 13,150 3,565 2,557 3,510 3,874 

of which: Small and 

Medium -sized Enterprises 
1,396,074 1,387,823 31,922 253,852 8,251 6,065 8,110 14,513 12,506 1,760 8,508 2,007 1,353 1,970 3,091 

of which: Collateralised 

by commercial 

immovable property  

677,672 668,698 38,791 168,829 8,974 8,233 8,974 11,928 9,919 2,370 7,949 2,009 1,871 2,009 599 

 

  

Number of 

obligors  

Gross carrying amount  

  

  

Of which:  

legislative 

moratoria  

Of which:  

expired  

Residual maturity of moratoria  

  
<= 3 

months  

> 3 months  

<= 6 

months  

> 6 months  

<= 9 

months  

> 9 months  

<= 12 

months  

> 1 year    

  

Loans and advances for which 

moratorium was offered  
19,372 2,873,500               

Loans and advances subject to 

moratorium (granted)  
19,372 2,873,500 1,088,853 24,104 1,042,056 5,679 1,778,968 46,797   

of which: Households    860,517 130,256 17,573 83,459 5,679 724,582 46,797   

    of which: Collateralised by 

residential immovable property  
  655,967 64,588 14,301 19,885   591,379 44,703   

of which: Non -financial corporations    1,987,972 952,345 6,531 952,345   1,035,627     

    of which: Small and Medium -sized 

Enterprises 
  1,396,074 741,365 4,367 741,365   654,709     

    of which: Collateralised by 

commercial immovable property  
  677,672 364,328 1,008 364,328   313,344     

 

  Gross carrying amount  

Maximum 

amount of 

the 

guarantee 

that can 

be 

considered  

Gross 

carrying 

amount  

    
of which: 

forborne  

Public 

guarantees 

received  

Inflows to  

non -

performing 

exposures  

Newly originated loans and 

advances subject to public 

guarantee schemes  

370,188 179 333,622 374 

of which: Households  75,074     70 

of which: Collateralised by 

residential immovable property  
        

of which: Non -financial corporations  293,759 30 258,327 304 

of which: Small and Medium -sized 

Enterprises 
239,058     254 

of which: Collateralised by 

commercial immovable property  
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¶ 100 new laptops activated for remote working;  

¶ the recording of financial orders from mobile phones activated;  

¶ internal call centre "Distanti ma Uniti" activated;  

¶ video con ferencing system (MS Teams) and directory system federation (MS Active Directory 

Federation Service) activated;  

¶ the crisis management process envisaged by corporate regulations has been activated - the 

emergency level was raised to 3 (defined as "extraordi nary");  

¶ the Crisis Management Committee (CMC) was convened and activated for emergency 

management;  

¶ periodic participation in institutional discussions of CODISE (COmitato DI SErvizio for the management 

of crises in the banking system chaired by the Bank of  Italy), ABI, COBAN, BCM Observatory.  

Logical Safety and Physical Safety Management  

In response to the extraordinary needs that have emerged in recent weeks related to the Covid -19 

emergency, the Group has:  

¶ increased by 1500 the number of user authentication licences (RADIUS system) in remote connection, 

considerably increasing the possibility of remote working;  

¶ enhanced the perimeter of the Company's virtual private network (VPN) (around 500 users connected 

remotely so that they can work from h ome); in particular, licences were acquired to extend the number 

of users and systems were duplicated to increase performance and ensure that the service had a high 

level of reliability;  

¶ strengthened security measures against cyber attacks;  

¶ enhanced monito ring of extraordinary activities (sanitisation, ATM loading, etc.) on days that branches 

were closed (Tuesday and Thursday);  

¶ adopted extraordinary security measures for the management of customer flows in branches at peak 

periods (e.g. pension payments);  

¶ started a pilot project (branches with sliding doors) concerning the use of "anti -theft" technology for 

active management of the daily flow of customers (failure to comply with the rules laid down by the 

DPCM, etc.);  

¶ access and attendance at the Desio and Spoleto offices are monitored on a daily basis.  
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Capital markets and the banking system in Italy  

Money and financial markets  

On 4 June 2020, the ECB confirmed interest rates (zero the reference rate, -0.50% on deposits). The 

Governing Council has decided on some changes to the Pandemic Emergency Purchase Programme 

(PEPP) which will be increased by 600 billion euro and therefore brought to 1,350 billion euro with an 

extended time horizon at least until the end of June 2021.  

After the extraordinary d ecisions taken in March, the Fed confirmed its monetary policy during the June 

meeting. The rates therefore remained unchanged between 0% and 0.25%. In March it also announced a 

series of new measures to support the economy and facilitate the functioning o f financial markets (a 

substantially unlimited QE on Treasury and other securities).  

In the first ten days of July, the 3 -month Euribor was again in negative territory ( -0.43%, vs. -0.38% the previous 

month); the 10 -year IRS rate, on the other hand, was -0.15% (vs. -0.10% in June). On the bond market, 10 -

year benchmark rates declined in the USA (0.67%, having been 1.80% at the end of 2019) and rose in the 

Eurozone; in Germany, the benchmark rate came to -0.50% (from -0.33% at the end of 2019), while in Ital y it 

was 1.38% (up from 1.18%).  

International share prices grew on a monthly basis. In detail, the Dow Jones Euro Stoxx index rose by 6.7% 

m/m ( -4.6% y/y), the Standard & Poor's 500 index by 6.3% (+7.4% y/y) and the Nikkei 225 index by 10.2% 

(+6.8% y/y). Similarly, the major European stock market indices showed positive monthly performances; the 

FTSE Mib rose by +11.6% (-6.4% y/y), in France the CAC40 rose by +10.3% ( -8.5% y/y), while in Germany the 

DAX30 rose by +11.8% (+1.0% y/y). The main banking indice s tended to be rising on a monthly basis: the 

Italian FTSE Banks index rose by +19.8% m/m ( -10.6% y/y), the Dow Jones Euro Stoxx Banks by +18.7% m/m ( -

26.7% y/y) and the S&P 500 Banks rose by +12.4% m/m ( -17.6% y/y).  

 

Banking markets  

With regard to the ban king market, the annual trend in deposits from resident customers in June 2020 

increased (+4.7%). Internally, short -term deposits continued to grow (+6.1%, formerly +5.8% at the end of 

2019), while bonds decreased ( -3.9%, formerly -1.9% at the end 2019). T he rise in volumes was accompanied 

by substantial stability in overall remuneration (0.56%, compared with 0.58% at the end of 2019). In terms of 

lending, the latest available data confirms the good trend in loans to the private sector (+2.1%, compared 

with  +0.1% at the end of 2019) thanks to the economic measures provided for in the Liquidity Decree; the 

sector was led by loans to businesses (+1.9%, formerly -1.4% at the end of 2019), and to a lesser extent, to 

loans to households (+1.3%, formerly +2.4% in December 2019). Lending to the productive sector continues 

to be influenced by the trend in investments and the economic cycle that, despite the public support put 

in place following the Covid emergency, it remains of contained and fluctuating intensity. I n June rates on 

new loans to households and businesses remained very low (2.37%). Within them, the interest rate on home 

purchase loans to households was 1.26% (1.44% in December 2019), while for loans to businesses it came to 

1.28% (1.20% at the end of 20 19). 
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The distribution network  
 

The distribution network of the Banco Desio Group at 30 June 2020 consists of 253 branches, compared with 

257 at the end of the previous year.  

During 2020, the Rome Gregorio VII, Gualdo Cattaneo ð San Terenziano, Solfignano  Parlesca and Perugia 

Caduti del Lavoro branches were closed.  

It should also be noted that the Pontedera branch will close in September 2020.  

The Banco Desio Group is present in Italy in 10 regions (Lombardy, Piedmont, Veneto, Emilia Romagna, 

Liguria, Umb ria - as Banca Popolare di Spoleto - Lazio, Tuscany, Marche and Abruzzo).  

The organisational model envisages:  

- a distribution network divided into Territorial Areas, each of which is supervised by an Area Manager, 

who acts as the principal commercial repres entative in the area, with clearer hierarchical and 

functional reporting lines by specialised professional figures (Corporate Bankers, Private Bankers, etc.) 

and the Branch Network;  

- the assignment of specific roles to the resources working at branch level in order to guarantee a more 

targeted and specialised service to customers, as well as to promote career paths for employees based 

on their professional characteristics and management potential.  

The following chart shows the breakdown of the Company's distribution network by region at 30 June 2020.  

 

 

  

Chart no. 1   -   BREAKDOWN OF THE GROUP'S DISTRIBUTION NETWORK BY REGION 
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Significant events  during the period  

 

Amendments to the Articles of Association di Banco Desio  

Banco Desio's  Extraordinary Shareholders' Meeting of 23 April 2020 approved the amendments to the 

Articles of Association concerning adaptation to the provisions on gender balance in the administrative 

and control bodies of listed companies, issued with Law 160 of 27 D ecember 2019 which amended articles 

147 ter, paragraph 1 - ter, and 148, paragraph 1 - bis, of Legislative Decree 58/98 increasing the share 

reserved for the less represented gender from one third to two fifths.  

 

Approval of Banco Desio's financial statement s and allocation of the result of the year  

Banco Desio's Ordinary Shareholders' Meeting of 23 April 2020 approved the financial statements at 31 

December 2019. As indicated in the press release of 1 April, in accordance with the Recommendation of 

the Bank of Italy on the distribution of dividends and in line with the clarifications provided by the European 

Central Bank, the Board of Directors resolved to maintain the initial proposal for the distribution of dividends, 

but making payment conditional on the s uccessful reconsideration of the situation connected to the current 

health emergency.  

In particular, payment of the dividend, equal to Euro 0.1036 for each of the 122,745,289 ordinary shares and 

Euro 0.1244 for each of the 13,202,000 savings shares, will o nly take place after 1 October 2020, under the 

condition precedent of compliance of the total distribution of the 2019 dividends with respect to (a) the 

legislative/regulatory framework of reference and/or any provisions and/or recommendations of the 

prude ntial Supervisory Authority as positively assessed by the Board of Directors and subsequently by the 

Shareholders' Meeting which must be convened for this purpose, together with (b) the evolution of the 

economic and financial situation of the overall conte xt and of the Bank, it being understood that, if these 

conditions do not take place by the above deadline, the Board of Directors and therefore the Shareholders' 

Meeting convened for this purpose will be able to assess whether to take the necessary or appr opriate 

resolutions in line with any provisions and/or recommendations of the Supervisory Authorities, also with 

reference to the distribution of the dividend to savings shares in compliance with the provisions of art. 31 of 

the Articles of Association.  

The Board of Directors on 30 July 2020 took note of the issue of the Bank of Italy provision of 28 July 2020 

which recommends all banks to abstain from paying dividends for the years 2019 and 2020 until 1 January 

2021. 

With regard to dividends, the resolutio n passed by the Shareholders' Meeting on 23 April 2020 in accordance 

with the previous Recommendation of 27 March 2020, as already illustrated in the previous disclosures to 

the public, remains valid, without prejudice to the extension of the payment suspe nsion period until at least 

January 1, 2021 compared to the original deadline of October 1, 2020. It follows that the Board of Directors 

and therefore the Shareholders' Meeting will be able to evaluate the adoption of the necessary or 

appropriate resolutio ns, always in line with the recommendations of the Supervisory Authorities, after 1 

January 2021, also with reference to the distribution of the dividend at  savings shares in compliance with 

the provisions of art. 31 of the Statute.  

With regard to remuneration, the Board of Directors has already approved on 25 June 2020 a revision of the 

bonus system such as to determine a significant reduction in the variable component ("bonus pool") for the 

current year.  

 

Appointment of Banco Desio's Board of Dire ctors and Board of Statutory Auditors  

The Ordinary Shareholders' Meeting established that the number of Directors for the three -year period 2020 -

2022 should be 12 and appointed the Board of Directors and the Board of Statutory Auditors in accordance 
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with t he rules on gender balance as per Law 160 of 27 December 2019. These bodies - after appropriate 

resolutions adopted at the Board meeting held after the Shareholders' Meeting - are composed as follows:  

Directors   
Stefano LADO  Chairman  

Tommaso CARTONE  Deputy Chairman  

Alessandro DECIO  Chief Executive Officer and General Manager (E) 3 

Graziella BOLOGNA  (E) 

Valentina CASELLA  (I)4 

Ulrico DRAGONI  (I) (M) 5 

Cristina FINOCCHI MAHNE  (I) 

Agostino GAVAZZI  (E) 

Egidio GAVAZZI  (E) 

Tito GAVAZZI   (E) 

Giulia PUSTERLA (I) 

Laura TULLI (I) 
  
Statutory Auditors   
Emiliano BARCAROLI  Chairman (M)  

Rodolfo ANGHILERI Acting Statutory Auditor  

Stefania CHIARUTTINI Acting Statutory Auditor  

Stefano ANTONINI  Alternate Statutory Auditor (M)       

Silvia RE  Alternate Statutory Auditor        

Massimo CELLI Alternate Statutory Auditor        
  

The Board of Statutory Auditors was assigned the role of Supervisory Body pursuant to Legislative Decree 

231/2001.  

The Board of Directors, which met at the end of the Shareholders' Meeting, also approved the following 

composition of the Committees set up internally:  

Executive Committee  

Agostino GAVAZZI (Chairman)  

Graziella BOLOGNA  

Alessandro DECIO  

Egidio GAVAZZI  

Tito GAVAZZI  

 

Risk Control and Sustainability Committee  

Cristina FINOCCHI MAHNE (Chair wo man)  

Tommaso CARTONE  

Giulia PUSTERLA  

 

Nominations Committee  

Cristina FINOCCHI MAHNE (Chairwoman)  

Stefano LADO  

Laura TULLI  

 

Remuneration Committee  

Valentina CASELLA (Chairwoman)  

Laura TULLI  

Ulrico DRAGONI  

 

Committee for Transactions with Related Parties and Associated Persons  

Giulia PUSTERLA (Chairwoman)  

Valentina CASELLA  

Ulrico DRAGONI  

 
Lastly, the Board of Directors resolved to assign the role of Deputy General Manager to Mr. Angelo 

Antoniazzi. With reference to the contents of the Code of Conduct and in relation to the termination of 

                                                 
3 The names with an (E) have been identified as Executive Directors pursuant to the Code of Conduct for listed companies.  
4 The names with an (I) meet the independence requirements both o f the Consolidated Finance Act (CFA) and of the Code of 

Conduct of listed companies.  
5 The names with an (M) are expressed by the minority list that received the highest number of votes.  
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office of Mr. Angelo Antoniazzi as General Manager, w ith the simultaneous assumption of the role of Deputy 

General Manager, we inform you that no indemnity and/or other benefits have been attributed or 

recognised to him.  

 

Assignment of Banco Desio's independent audit mandate for the years 2021 -2029  

The Ordinary Shareholders' Meeting resolved to confer the independent audit mandate for the period 2021 -

2029 to KPMG S.p.A.  

 

Appointment of Fides' Board of Directors  

Fides' Ordinary Shareholders' Meeting of 16 June 2020 renewed the Board of Directors for the two -year 

period 2020 -2021, thereby aligning its expiration with that of the Board of Statutory Auditors.  

 

Appointment of the Board of Directors of Desio OBG  

The Ordinary Shareholders' Meeting of Desio OBG S.r.l. renewed the Board of Directors for the three -year 

period 2020 -2022. 

 

Supervisory Review and Evaluation Process (SREP)  

Following the periodic Supervisory Review and Evaluation Process (SREP), on 21 May 2020, the Bank of Italy 

informed Banco di Desio e della Brianza S.p.S. and the financial parent company Brianza Unione di Luigi 

Gavazzi e Stefano Lado S.A.p.A. of its decision regarding capital, ordering that, from the next report on own 

funds, the Brianza  Unione Group was to adopt the following consolidated capital ratios:  

- CET1 ratio of 7.35%, binding for 4.85% (minimum regulatory requirement of 4.50% and additional 

requirements of 0.35% as a result of the SREP), while the remainder is represented by the c apital 

conservation buffer;  

- Tier 1 ratio of 8.95%, binding for 6.45% (minimum regulatory requirement of 6.00% and additional 

requirements of 0.45% as a result of the SREP), while the remainder is represented by the capital 

conservation buffer;  

- Total Capital Ratio of 11.10%, binding for 8.60% (minimum regulatory requirement of 8.00% and 

additional requirements of 0.60% as a result of the SREP), while the remainder is represented by the 

capital conservation buffer.  

 

Participation in TLTRO 3  

During the first half of the year, the European Central Bank stimulated bank lending by improving the 

conditions of TLTRO 3. Banco Desio participated in the auction last June for an amount of 1.2 billion euro 

(against the repayment of 800 million euro), bringin g the total of TLTRO loans outstanding at 30 June 2020 

to 2 billion euro.  
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Human resources  

At 30 June 2020, the Group had 2,193 employees, a decrease of 5 people ( -0.2%) compared with the end 

of the previous period.  

The trend in the Group's workforce in recent years is shown by the chart below.  

 

Graph no. 2   -   TREND IN GROUP PERSONNEL IN RECENT YEARS 

 

 

The following table provides a breakdown of employees by level at the end of the first half of the year, 

compared  with 2019.  
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 No. Employees 30.06.2020 % 31.12.2019 % Amount               %

Managers 36 1.6% 34 1.5% 2 5.9%

3rd and 4th level middle managers 469 21.4% 467 21.2% 2 0.4%

1rd and 2th level middle managers 573 26.1% 579 26.3% -6 -1.0%

Other personnel 1,115 50.9% 1,118 51.0% -3 -0.3%

Group employees 2,193 100.0% 2,198 100.0% -5 -0.2%

         Change

Table no. 1  -   BREAKDOWN OF GROUP EMPLOYEES BY LEVEL 
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Results of operations  

Savings deposits: customer funds under management  

Total customer funds under management at 30 June 2020 reached Euro 27.0 billion, representing an 

increase for some Euro 0.3 billion with respect to the 2019 year -end balance (1.0%), attributable to the 

upward trend in both indirect (+0.8%) and direct deposits (+1.2%).  

The composition and balances that make up this aggregate, with changes during the period, are  shown in 

the following table.  

 

 
Direct deposits  

Direct deposits at the end of the first half -year amounted to Euro 11.3 billion, an increase of 1.2% which 

comes from the higher amounts due to customers of Euro 0.2 billion (+2.5%), partially offset by a reduction 

in debt securities in issue ( -5.8%).  The trend in direct deposits in recent years is shown in the following chart.  

 

 

 

  

 Amounts in thousands of Euro 30.06.2020 % 31.12.2019 % Amount               %

Due to customers 9,686,545 35.9% 9,445,899 35.3% 240,646 2.5%

Debt securities in issue 1,647,866 6.1% 1,749,103 6.5% -101,237 -5.8%

Direct deposits 11,334,411 42.0% 11,195,002 41.8% 139,409 1.2%

Ordinary customer deposits 9,643,626 35.7% 9,721,680 36.4% -78,054 -0.8%

Institutional customer deposits 6,036,067 22.3% 5,840,695 21.8% 195,372 3.3%

Indirect deposits 15,679,693 58.0% 15,562,375 58.2% 117,318 0.8%

Total customer deposits 27,014,104 100.0% 26,757,377 100.0% 256,727 1.0%

         Change

Table no. 2   -   TOTAL CUSTOMER DEPOSITS 

Graph no. 3  -    TREND IN  DEPOSITS IN RECENT YEARS 
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Indirect deposits  

Overall, at 30 June 2020 indirect deposits posted an increase of 0.8% compared with the end of the previous 

year, rising to Euro 15.7 billion.  

This trend is attributable to institutional customer deposits (+3.3%); deposits from ordinary customers, on the 

other hand, decreased by Euro 0.1 billion ( -0.8%), due to the trend in assets under management ( -1.3%), 

partially offset by assets under administration (+0.2%).  

The table below shows details of this aggregate with the changes during the period.  

 

 

 
 

 

  

 Amounts in thousands of Euro 30.06.2020 % 31.12.2019 % Amount               %

Assets under administration 3,085,231 19.7% 3,078,702 19.8% 6,529 0.2%

Assets under management 6,558,395 41.8% 6,642,978 42.7% -84,583 -1.3%

   of which: Mutual funds and Sicavs 3,088,059 19.6% 3,144,939 20.2% -56,880 -1.8%

             Managed portfolios 965,908 6.2% 966,037 6.2% -129 0.0%

             Bancassurance 2,504,428 16.0% 2,532,002 16.3% -27,574 -1.1%

Ordinary customer deposits 9,643,626 61.5% 9,721,680 62.5% -78,054 -0.8%

Institutional customer deposits
 (1) 6,036,067 38.5% 5,840,695 37.5% 195,372 3.3%

Indirect deposits 
(1) 15,679,693 100.0% 15,562,375 100.0% 117,318 0.8%

         Change

(1)  institutional customer deposits include securities of the Bancassurance segment of ordinary customers for Euro 2.5 billion (Euro 2.4 billion at 31.12.2019).

Table no. 3   -   INDIRECT DEPOSITS 
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The graph below shows the breakdown of indirect deposits from ordinary customers by sector at 30 June 

2020. The subsequent chart focuses on the composition of assets under management in the same period, 

highlighting how, although the "life" bancassurance c omponent constitutes the largest share, mutual funds 

and Sicavs also increase.   

 

 

 

  

 

 

 

 

 

  

Graph no. 4   -   BREAKDOWN OF INDIRECT DEPOSITS FROM ORDINARY CUSTOMERS BY SECTOR AT 30.06.2020 

Graph no. 5  -   BREAKDOWN OF INDIRECT DEPOSITS BY ASSET MANAGEMENT COMPONENT AT 30.06.2020 
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Loans to customers  

The total amount of loans to customers at the end of the first half of the year amounted to Euro 9.7 billion, 

an increase compared with the balance at the end of 2019 (+1.4%), mainly due to the transactions carried 

out with institutional customers.  

The following chart shows the overall trend in customer loans in recent years.  

 

 

The following table shows the breakdown of loans to customers by type at 30 June 2020 (compared with 31 

December 2019), which shows a growth in long -term loans, due to loans granted to companies guaranteed 

by Medio Credito Centrale.  

 

 

 

Within the distribution of gross loans, including endorsement loans, the percentage of drawdowns by the 

largest customers at the end of the first half of the current year continues to reflect a high degree of risk 

diversification, alt hough they are rising . 

 Amounts in thousands of Euro 30.06.2020 % 31.12.2019 % Amount               %

Current accounts 1,177,285 12.2% 1,418,691 14.9% -241,406 -17.0%

Repurchase agreements 12,042 0.1% 12,042 n.s.

Mortgages and other long-term loans 7,466,139 76.9% 7,091,759 74.1% 374,380 5.3%

Other 898,436 9.3% 1,057,236 11.0% -158,800 -15.0%

Loans to ordinary customers 9,553,902 98.5% 9,567,686 100.0% -13,784 -0.1%

Repurchase agreements 149,344 1.5% 0 0.0% 149,344 n.s.

Loans to institutional customers 149,344 1.5% 0 0.0% 149,344 n.s.

Loans to customers 9,703,246 100.0% 9,567,686 100.0% 135,560 1.4%

- of which non-performing loans 332,054 3.4% 340,179 3.6% -8,125 -2.4%

- of which performing loans 9,371,192 96.6% 9,227,507 96.4% 143,685 1.6%

         Change

Table no. 4  -   LOANS TO CUSTOMERS 

Graph no. 6   -  TREND IN CUSTOMER LOANS IN RECENT YEARS 
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The total amount of net non -performing loans made up of doubtful loans, unlikely -to -pay loans as well as 

past due and/or overdrawn exposures, was Euro 332.1 million, net of loan loss adjustments of Euro 302.9 

million, with a decrease by Euro 8.1 million compared with Euro 340.2 million at the end of 2019 due to an 

increase in the coverage of NPLs. In particular, net doubtful loans totalled Euro 123.8 mil lion, unlikely to pay, 

Euro 201.5 million and non -performing past due and/or overdrawn exposures Euro 6.8 million.  

The following table summarises the gross and net indicators relating to credit risk, where the òGross non-

performing loans/Gross loans ratio  is 6.3% and the òNet non-performing loans/Net loansó ratio is 3.4%, 

substantially in line with the figures at the end of the previous year and largely below the respective targets 

of 10% and 5% estimated at the end of the Business Plan 2018 -2020, and a òGross doubtful loans/Net loans 

ratio of 3.3% and a òNet doubtful loans/Net loansó ratio of 1.3%.  

  

Number of customers 30.06.2020 31.12.2019

First 10 1.58% 1.07%

First 20 2.50% 1.82%

First 30 3.23% 2.46%

First 50 4.43% 3.57%

Table no. 5   -  RATIOS OF CONCENTRATION OF LOANS ON LARGEST CUSTOMERS 
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The main indicators on the coverage of non -performing loans are reported below considering, for doubtful 

loans, the amount of direct write -downs made over the years, together with those relating to performing 

loans, showing an increase in the coverage level of non -performing loans and an improvement in the risk 

inherent in the perfor ming loan portfolio, due to the expectations linked to the evolution in the 

macroeconomic scenario connected with the Covid -19 epidemic.    

 

 

 

For further information on the expected losses recognised at 30 June 2020, please refer to the note entitled 

"Implication of the Covid -19 epidemic on the interim financial report at 30 June 2020" included in the section 

"Basis of preparation and accounting policies".   

% of gross loans 30.06.2020 31.12.2019

Gross non-performing loans to customers 6.31% 6.31%

of which:

          - gross doubtful loans 3.29% 3.15%

          - unlikely to pay, gross 2.94% 3.13%

          - non-performing past due and/or overdrawn exposures, gross 0.08% 0.04%

% of net loans 30.06.2020 31.12.2019

Net non-performing loans to customers 3.42% 3.56%

of which:

          - net doubtful loans 1.28% 1.25%

          - unlikely to pay, net 2.08% 2.27%

          - non-performing past due and/or overdrawn exposures, net 0.07% 0.03%

% Coverage of non-performing and performing loans 30.06.2020 31.12.2019

% Coverage of doubtful loans 62.60% 61.46%

% Coverage of doubtful loans, gross of cancellations 64.12% 63.11%

% Total coverage of non-performing loans 47.70% 45.53%

% Coverage of non-performing loans, gross of cancellations 48.83% 46.72%

% Coverage of performing loans 0.62% 0.49%

Table no. 6   -   INDICATORS OF CREDIT RISK VERSUS CUSTOMERS 
 
 

Table no. 7 -  INDICATORS OF COVERAGE OF LOANS TO CUSTOMERS (2) 
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The securities portfolio an d interbank position  
 

Securities portfolio  

At 30 June 2020, the Group's total financial assets amounted to Euro 3.5 billion, an increase of some Euro 0.1 

billion compared with the end of 2019 (+3.3%). Long -term investment policy (held to collect portfolio) is 

characterised by a significant exposure to Italian government securities. The residual life of securities of the 

held to collect and sell portfolio has been significantly curtailed (duration 1.36).  The Held to Collect category 

of financial instruments also includes Euro 218.8 million of senior securities of the 2Worlds securitisation 

subscribed by the Group following the sale of doubtful loans through the GACS scheme guaranteed by the 

State, while t he residual 5% of mezzanine and junior securities held is included in financial assets that have 

to be valued at fair value through profit or loss.  

The portfolio breakdown by type of security is shown in the following chart, which shows that prevailing par ty 

(97.4%) of the investments still consist of debt securities.  

  

 

With reference to the issuers of securities, of the total portfolio at the end of the first half of the year, 76.5% 

relates to government securities, 8.7% to securities issued by banks and the remainder to other issuers, as 

shown by the following chart.  

 

 

 

Chart no. 7  -   BREAKDOWN OF FINANCIAL ASSETS AT 30.06.2020 BY TYPE OF SECURITIES  

Chart no. 8   -   BREAKDOWN OF FINANCIAL ASSETS AT 30.06.2020 BY TYPE OF ISSUER  
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Sovereign debt exposures  

With reference to document 2011/266 published on 28 July 2011 by the European Securities and Markets 

Authority (ESMA) concerning disclosures about sovereign risk to be included in the annual and interim 

reports prepared by listed companies adopting IAS/IFRS, positions at 30.06.2020 are reported below, bearing 

in mind that, according to the guidelines of this European Supervisory Authority, "sov ereign debt" has to 

include bonds issued by central and local governments and government bodies, as well as any loans 

granted to them.  

 

 

 

 

  

Italy Spain Romania Total Italy Total

Nominal value 1,000 1,000             -               

Book value 941 941                -               

Nominal value 450,000 450,000 505,000 505,000

Book value 451,085 451,085 506,813 506,813

Nominal value 2,185,711 15,000 2,200,711 2,055,711 2,055,711

Book value 2,194,886 16,081 2,210,967 2,069,131 2,069,131

Nominal value 2,635,711 15,000      1,000        2,651,711 2,560,711 2,560,711

Book value 2,645,971 16,081      941           2,662,993 2,575,944 2,575,944

Financial assets available for trading

Financial assets measured at fair value through 

other comprehensive income

Financial assets measured at amortised cost

Sovereign debt

 Amounts in thousands of Euro

30.06.2020 31.12.2019

Table no. 8   -   SOVEREIGN DEBT: BREAKDOWN BY PORTFOLIO AND ISSUER 



 

 

 
44 

 

 

 

 

Net interbank position  

The Group's net interbank position at 30 June 2020 is negative for Euro 0.9 billion, compared with the position 

at the end of the previous year, which was also negative for Euro 1.0 billion.  

 

  

 Amounts in thousands of Euro

Nominal value Book value

up to 1 year -                 -              -               -            -                    -                        

1 to 3 years -                 -              -               -            -                    -                        

3 to 5 years -                 -              -               -            -                    -                        

over 5 years -                 -              -               1,000        1,000                941                       

Total -                 -              -               1,000        1,000                941                       

up to 1 year 25,000           -              -               -            25,000              25,018                  

1 to 3 years 425,000         -              -               -            425,000 426,067                

3 to 5 years -                 -              -               -            -                    -                        

over 5 years -                 -              -               -            -                    -                        

Total 450,000 -              -               -            450,000 451,085

up to 1 year 495,000         -              -               -            495,000            494,803                

1 to 3 years 475,000         -              -               -            475,000 476,175

3 to 5 years 720,921         -              -               -            720,921 726,736

over 5 years 494,790         -              15,000         -            509,790 513,253

Total 2,185,711 -              15,000         -            2,200,711 2,210,967

up to 1 year 520,000         -             -              -           520,000 519,821

1 to 3 years 900,000 -             -              -           900,000 902,242

3 to 5 years 720,921 -             -              -           720,921 726,736

over 5 years 494,790 -             15,000         1,000        510,790 514,194

Total 2,635,711 -             15,000         1,000        2,651,711 2,662,993

Sovereign debt

Romania

30.06.2020

Financial assets available for trading

Financial assets measured at fair value through other 

comprehensive income

Financial assets measured at amortised cost

Italy France Spain

Table no. 9 -    SOVEREIGN DEBT: BREAKDOWN BY PORTFOLIO, ISSUER AND MATURITY 
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Shareholders' equity and capital adequacy  

Shareholders' equity pertaining to the Parent Company at 30 June 2020, including net profit for the period, 

amounts to Euro 958.9 million, compared with Euro 965.1 million at the end of 2019. The negative change of 

Euro 6.2 million is due to the resolution on the 2019 dividend of Euro 14.5 million, partly offset by the 

comprehensive income for the period of Euro 8.3 million.  

The following table shows a reconciliation between the shareholders' e quity and net profit of the Parent 

Company and the corresponding consolidated figures at 30 June 2020, also explaining the financial and 

economic effects related to the consolidation of subsidiaries and associated companies.        

 

      

 

On 25 January 2018, the Board of Directors of the bank resolved to adopt the transitional arrangements 

introduced by the Regulation (EU) 2017/2395 of 12 December 2017, aimed at mitigating the impact of IFRS 

9 on own funds and capital ratios. The applicatio n of the transitional regime benefits from further changes 

to the "CRR" introduced by Regulation (EU) 2020/873 of 26 June 2020.  

 

The calculation of Own Funds and of the consolidated prudential requirements, which are transmitted to 

the Bank of Italy in re lation to the prudential supervisory reports (COREP) and statistical reports (FINREP), is 

made with reference to Brianza Unione di Luigi Gavazzi e Stefano Lado S.A.p.A. as it is the financial parent 

company of the banking group according to European legisl ation. 6  

 

The consolidated own funds calculated by the financial parent company Brianza Unione  amount to Euro 

917.5 million at 30 June 2020 (CET1 + AT1 of Euro 826.7 million, + T2 of Euro 90.8 million), compared with Euro 

908.6 million at the end of the previous year. The Common Equity Tier 1 ratio (CET1/Risk -weighted assets) was 

10.7% (10.0% at 31 December 2019). The Tier 1 ratio (T1/Risk -weighted assets) was 11.5% (10.7% at 31 

December 2019), while the Total capital ratio (total Own Funds/Risk -weighted assets) was 12.8% (12.0% at 

31 December 2019).  

 

Consolidated Own Funds calculated at the Banco D esio Group level, after the pay out of 40%, amounted 

to Euro 1,027.3 million at 30 June 2020 (CET1 + AT1 Euro 987.7 million + T2 Euro 39.7 million), compared with 

Euro 1,038.1 million at the end of the previous year. The Common Equity Tier 1 ratio (CET1/Ri sk-weighted 

assets) was 13.8% (13.0% at 31 December 2019). The Tier 1 ratio (T1/Risk -weighted assets) was 13.8% (13.0% 

at 31 December 2019), while the Total capital ratio (total Own Funds/Risk -weighted assets) was 14.3% (13.7% 

at 31 December 2019).  

 

Following the periodic Supervisory Review and Evaluation Process (SREP), on 21 May 2020, the Bank of Italy 

informed Banco di Desio e della Brianza S.p.S. and the financial parent company Brianza Unione di Luigi 

                                                 
6 For more information on Own Funds and the consolidated prudential r equirements at the reference date of 30 June 2020 that 

are the subject of transmission to the Bank of Italy in relation to supervisory reports (COREP) and statistical reports (FINR EP), please 

refer to the explanation given in the attachment "Information on  consolidated shareholders' equity".  

 Amounts in thousands of Euro
Shareholders' 

equity

of which: net profit 

(loss) for the period

Balances of the Parent Company Banco Desio 951,427 10,371

Effect of consolidation of subsidiaries 7,465 852

Dividends declared during the period -                             -1,625

Consolidated balance of the Banco Desio Group 958,892 9,598

Table no. 10 - RECONCILIATION OF SHAREHOLDERS' EQUITY AND NET PROFIT OF THE PARENT COMPANY WITH THE 

CONSOLIDATED FIGURES AT 30.06.2020 
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Gavazzi e Stefano Lado S.A.p.A. of its decisi on regarding capital, ordering that, from the next report on own 

funds, the Brianza Unione Group was to adopt the following consolidated capital ratios:  

- CET1 ratio of 7.35%, binding for 4.85% (minimum regulatory requirement of 4.5 0% and additional 

requirem ents of 0.35% as a result of the SREP), while the remainder is represented by the capital 

conservation buffer;  

- Tier 1 ratio of 8.95%,  binding for 6.45% (minimum regulatory requirement of 6 .00% and additional 

requirements of 0.45% as a result of the SREP), while the remainder is represented by the capital 

conservation buffer;  

- Total Capital Ratio of 11.10% , binding for 8.60% (minimum regulatory requirement of 8 .00% and 

additional requirements of 0.60% as a result of the SREP), while the remainder is represent ed by the 

capital conservation buffer.  

 

Comparing the new requirements and those previously assigned to the Group 7 with those announced by 

various competitors, the Group's financial solidity is confirmed.  

It should also be noted that with regard to resolut ion planning for Less Significant Institutions (LSI), the Banco 

Desio Group has received from the Bank of Italy, as the Resolution Authority, a communication that does 

not require compliance with an MREL (Minimum Requirement for own funds and Eligible Liab ilities to be 

subject to bail -in). 

  

                                                 
7 Based on the Bank of Italy's previous communication on this matter, which was sent to the Parent Company Banco Desio  on 

27 June 2019, concerning the minimum capital requirements at consolidated level to be respected as a result of the SREP: CET1  

ratio of 7.25%, binding for 4.75% (minimum regulatory requirement of 4.5% and additional requirements of 0.25%) with the 

diffe rence represented by the capital conservation buffer, Tier1 ratio of 8.85%, binding for 6.35% (minimum regulatory 

requirement of 6.0% and additional requirements of 0.35%) with the difference represented by the capital conservation buffer,  

and Total Capita l Ratio of 11.0%, binding for 8.5% (minimum regulatory requirement of 8% and additional requirements of 0.5%) 

with the difference represented by the capital conservation buffer.  
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Consolidated interim financial report  

at 30 June 2020  

Reclassified income statement  

To allow readers to see figures that better reflect the results of operations, we have prepared a reclassified 

version of the income statement with respect to the one in the Condensed interim financial statements , 

which forms the basis of the specific comments.  

The presentation criteria for this table are as follows:  

- the "Result of operations" has been split into its two component parts, namely "Operating income" and 

"Operating costs";  

- breakdown of profit (loss) for the period between "Current result after tax" and "Non -recurring profit 

(loss) after tax";  

- "Operating income" also includes the balance of caption 230 "Other operating income/expense", net 

of recoveries of tax duties on current accounts and securities deposit accounts of customers, flat -rate 

tax on long -term loans and recoveries of legal expense, as well as depreciation of leasehold 

improvements, reclassified respectively as a reduction to caption 180b) "Other administrat ive expenses" 

and as an increase in caption 220 "Net adjustments to intangible assets" included in "Operating 

expenses";  

- the time value components of non -performing financial assets (calculated on the basis of the original 

effective interest rate) and impa irment losses on interest on non -performing loans are reclassified from 

the item "Net interest income" to "Cost of credit";  

- the net trading fees relating to consumer credit were transferred from "Net commission income" to "Net 

interest income";  

- the balanc e of caption 100a) "Gains (losses) on disposal or repurchase of financial assets valued at 

amortised cost" of "Operating income" is reclassified, net of the component of gains (losses) on debt 

securities at amortised cost, to "Cost of credit" (which also i ncludes caption 130a) "Net impairment 

adjustments to loans and advances") after "Operating profit" ; 

- the expected loss on securities at amortised cost included in caption 130a) "Net impairment 

adjustments to financial assets at amortised cost", has been rec lassified to caption 130b) "Net 

adjustments to securities owned" (which also includes the balance of net adjustments for credit risk on 

securities at fair value with impact on overall profitability);  

- costs for operating leases falling within the scope of I FRS 16 "Leases", which came into force on 1 

January 2019, booked to item "20. Interest and similar expense" and to item "210. Net adjustments to 

property, plant and equipment", have been reclassified to item "190 b) Other administrative costs", 

where the c harges incurred on these contracts were recorded in the prior period;  

- provisions relating to claw -back suits on disputed receivables are reclassified from caption 200 "Net 

provisions for risks and charges - other"  to caption "Cost of credit", both captions  coming after the "Result 

of operations" ; 

- provisions and expenses of an extraordinary nature or which are "one -off" are reclassified to 

"Extraordinary provisions for risks and charges, other provisions and expenses";  

- the tax effect on "Non -recurring profit  (loss)" is reclassified from caption 300 "Income tax for the period 

on current operations" to "Income taxes on non -recurring items".  
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The profit for the period decreased by Euro 14.5 million ( -60.2%), negatively affected by the cost of credit 

and net adj ustments to securities due to the change in economic scenario with respect to the comparative 

period.  

 

 

 
 

Note: in consideration of the merger by absorption of the former subsidiary Banca Popolare  di Spoleto by Banco Desio on 1 July 2019  with effect 

for accounting purposes on 1 January 2019, the item "340 Profit (loss) pertaining to minority interests" for the comparative period was restated in 

order to make it easier to compare the figures.  

 

 

In order to facilitate the reconciliation of the reclassified income statement with the financial statements, a 

reconciliation that shows the numbers corresponding to the aggregated captions and reclassified balances 

is shown below for each period.  

 

 

 

 

Captions

 Amounts in thousands of Euro 30.06.2020 30.06.2019 Amount               %

10+20 Net interest income 104,759 106,988 -2,229 -2.1%

70 Dividends and similar income 586 1,044 -458 -43.9%

40+50 Net commission income 79,899 81,497 -1,598 -2.0%

80+90+100+

110
Net result of financial assets and liabilities 5,419 6,135 -716 -11.7%

230 Other operating income/expense 2,431 5,034 -2,603 -51.7%

Operating income 193,094 200,698 -7,604 -3.8%

190 a Payroll costs -83,013 -84,700 1,687 -2.0%

190 b Other administrative costs -47,123 -47,829 706 -1.5%

210+220 Net adjustments to property, plant and equipment and intangible assets -4,735 -5,268 533 -10.1%

Operating costs -134,871 -137,797 2,926 -2.1%

Result of operations 58,223 62,901 -4,678 -7.4%

130a+100a Cost of credit -39,977 -26,921 -13,056 48.5%

130 b Net adjustments to securities owned -1,325 2,883 -4,208 n.s.

140 Profit/losses from contractual changes without write-offs 225 -111 336 n.s.

200 a Net provisions for risks and charges - commitments and guarantees given -1,878 -850 -1,028 120.9%

200 b Net provisions for risks and charges - other -1,390 -1,148 -242 21.1%

Profit (loss) from continuing operations before tax 13,878 36,754 -22,876 -62.2%
 

300 Income taxes on continuing operations -3,787 -12,504 8,717 -69.7%

Profit (loss) from continuing operations after tax 10,091 24,250 -14,159 -58.4%

260 Net result of the measurement at fair value of property, plant and equipment and intangible assets 0 -260 260 -100.0%

Provisions for risks and charges, other provisions, one-off expenses and revenue -728 -74 -654 883.8%

Non-recurring result before tax -728 -334 -394 118.0%

Income taxes from non-recurring items 235 185 50 27.0%

Non-recurring profit (loss) after tax -493 -149 -344 230.9%

330 Net profit (loss) for the period 9,598 24,101 -14,503 -60.2%

340 Minority interests 0 0 0 n.s.

350 Profit (Loss) for the period pertaining to the Parent Company 9,598 24,101 -14,503 -60.2%

         Change

Table no. 11   -   RECLASSIFIED INCOME STATEMENT 
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The main cost and revenue items in the reclassified income statement are analysed below.  

 

Operating income  

Core revenues decreased by about Euro 7.6 million compared with the previous period ( -3.8%), coming in 

at Euro 193.1 million . This is mainly due to the decrease in net interest income  for Euro 2.2 million ( -2.1%), in 

net commission income, which decreases by Euro 1.6 million ( -2.0%) in the result of financial assets and 

liabilities  for Euro 0.7 million ( -11.7%), in dividends fo r Euro 0.5 million ( -43.9%) and in other operating 

income/expense for Euro 2.6 million ( -51.7%).  

Operating costs  

Operating costs, which include payroll costs, other administrative expenses and net adjustments to 

property, plant and equipment and intangibl e assets amounted to around Euro 134.9 million and have 

decreased, with respect to the comparative period, by Euro 2.9 million ( -2.1%). 

Payroll costs have decreased by 2.0% on the prior period, as well as other administrative expenses, which 

declined by Eu ro 0.7 million ( -1.5%); The balance of net adjustments to property, plant and equipment and 

intangible assets came to Euro 4.7 million ( -10.1%).  

Results of operations  

The results of operations at 30 June 2020 therefore amounted to Euro 58.2 million, Euro 4.7 million down on 

the prior period ( -7.4%). 

Net profit (loss) from continuing operations after tax  

The result of operations of Euro 58.2 million leads to a net profit (loss) from operations after tax of Euro 10.1 

million, 58.4% down on the Euro 24.3 mill ion in the comparative period, mainly because of : 

- the cost of credit  (net impairment adjustments to financial assets measured at amortised cost plus gains 

(losses) on disposal or repurchase of loans ) of Euro 40.0 million (Euro 26.9 million);  

- net adjustments to securities owned  negative for 1.3 million euro (positive for 2.9 million euro in the 

comparison period);  

- net provisions for risks and charges  negative for 3.3 million euro (negative for 2.0 million euro in the 

comparison period);  

- income tax es on continuing operations  of Euro 3.8 million (vs Euro 12.5 million).  

 

Result of non -recurring items after tax  

At 30 June 2020 there was a non -recurring loss after tax of 0.5 million euro. This item basically consists of:  

- the revenue component of Euro 0.4 million relating to the substantial change in a financial 

instrument subscribed by the bank as part of the interventions made to support the banking system,  

- the Euro 1.1 million charge for the extraordinary contribution to the SRM requested by the nati onal 

resolution authority on 11 June 2020,  net of the related tax effects of Euro 0.2 million.   

 

The negative result of Euro 0.2 million in the comparative period is mainly made up of:  

- the revenue component of Euro 1.5 million relating to an insurance re fund received.  
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- the Euro 1.6 million charge for the extraordinary contribution to the SRM requested by the national 

resolution authority on 7 June 2019;  

- the net result of the measurement of the works of art at fair value (negative for Euro 0.2 million  net 

of the related (positive) tax effects of Euro 0.1 million.   

 

Profit for the period pertaining to the Parent Company  

The total of the profit from operations after tax and the non -recurring profit after tax , as well as the result 

attributable to minority interests , leads to a net profit for the Parent Company at 30 June 2020 of Euro 9.6 

million.  
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Performance of consolidated companies  

In order to provide a breakdown of the performance described above at a consolidated level, the following 

significant summary data about the individual consolidated companies is provided, together with their 

financial, operating, risk and structural indice s and a commentary on their performance, except for Desio 

OBG S.r.l. given the nature of this company.  

 

Banco di Desio e della Brianza S.p.A.  

 

Balance sheet  

 

Income statement (4)  

 

  

 Amounts in thousands of Euro amount               %

Total assets 14,837,123 14,170,989 666,134 4.7%

Financial assets 3,477,245 3,365,908 111,337 3.3%

Due from banks 
(1)

1,065,771 619,580 446,191 72.0%

Loans to customers 
 (1)

9,649,518 9,515,696 133,822 1.4%

   of which: Loans to ordinary customers 9,500,174 9,515,696 -15,522 -0.2%

   of which: Loans to institutional customers 149,344 149,344

Property, plant and equipment 
(2)

218,470 225,088 -6,618 -2.9%

Intangible assets 11,291 11,451 -160 -1.4%

Due to banks 1,995,605 1,603,208 392,397 24.5%

Due to customers 
(3)

9,688,637 9,447,655 240,982 2.6%

Debt securities in issue 1,647,866 1,749,103 -101,237 -5.8%

Shareholders' equity (including Net profit/loss for the period) 951,427 956,871 -5,444 -0.6%

Own Funds 1,026,651 1,036,652 -10,001 -1.0%

Total indirect deposits 15,679,693 15,562,375 117,318 0.8%

   of which: Indirect deposits from ordinary customers 9,643,626 9,721,680 -78,054 -0.8%

   of which: Indirect deposits from institutional customers 6,036,067 5,840,695 195,372 3.3%

(3)  the balance does not include the liability for operating lease contracts falling within the scope of IFRS 16, which has been recognised in "Due to customers".

30.06.2020 31.12.2019
        Change

(1)  on the basis of Circular 262 the balance of this caption includes held to collect (HTC) debt securities measured at amortised cost, which in these key figures are shown 

under financial assets

(2)  the balance includes the right of use (RoU) asset of Euro 46.5 million (Euro 50.7 million at 31 December 2019) for operating lease contracts falling within the scope of IFRS 

16 - Leases. 

 Amounts in thousands of Euro amount               %

Operating income 187,407 193,227 -5,820 -3.0%

    of which: Net interest income 97,982 100,460 -2,478 -2.5%

Operating costs 131,123 134,336 -3,213 -2.4%

Result of operations 56,284 58,891 -2,607 -4.4%

Profit (loss) from continuing operations after tax 10,864 27,479 -16,615 -60.5%

Non-recurring profit (loss) after tax -493 -149 -344 n.s.

Net profit (loss) for the period 10,371 27,330 -16,959 -62.1%

(4)  from the reclassified income statement

30.06.2020 30.06.2019
        Change
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Key figures and ratios  

 

Structure and productivity ratios  

 

The profit for the period decreased by Euro 17.0 million ( -62.0%), negatively affected by the cost of credit 

and net adjustments to securities due to the change in economic scenario with respect to the comparative 

period.    

Capital/Total assets 6.4% 6.8% -0.4%

Capital/Loans to customers 9.9% 10.1% -0.2%

Capital/Due to customers 9.8% 10.1% -0.3%

Capital / Debt securities in issue 57.7% 54.7% 3.0%

Common Equity Tier 1 (CET 1)/Risk-weighted assets (Common Equity Tier 1 ratio) 
(5)

14.9% 14.4% 0.5%

Core Tier 1 capital (T1)/Risk-weighted assets (Tier 1 ratio) 
(5)

14.9% 14.4% 0.5%

Total Own Funds/Risk-weighted assets (Total capital ratio) 
(5)

15.5% 15.2% 0.3%

Financial assets/Total assets 23.4% 23.8% -0.4%

Due from banks/Total assets 7.2% 4.4% 2.8%

Loans to customers/Total assets 65.0% 67.1% -2.1%

Loans to customers/Direct customer deposits 85.1% 85.0% 0.1%

Due to banks/Total assets 13.5% 11.3% 2.2%

Due to customers/Total assets 65.3% 66.7% -1.4%

Debt securities in issue/Total assets 11.1% 12.3% -1.2%

Direct customer deposits/Total assets 76.4% 79.0% -2.6%

Cost/Income ratio 70.0% 69.5% 0.5%

Net interest income/Operating income 52.3% 52.0% 0.3%

Result of operations/Operating income 30.0% 30.5% -0.5%

Profit (loss) from continuing operations after tax/Capital  
(6) (7)

2.1% 5.1% -3.0%

ROE 
 (6)

 
(7) (8)

2.1% 4.9% -2.8%

Profit (loss) from operations before tax/Total assets (ROA) 
(7) 

0.2% 0.4% -0.3%

Net doubtful loans/Loans to customers 1.3% 1.3% 0.1%

Net non-performing loans/Loans to customers 3.4% 3.5% -0.1%

% Coverage of doubtful loans 62.6% 61.4% 1.2%

% Coverage of doubtful loans, gross of cancellations 64.1% 63.1% 1.0%

% Total coverage of non-performing loans 47.8% 45.6% 2.3%

% Coverage of non-performing loans, gross of cancellations 48.9% 46.8% 2.1%

% Coverage of performing loans 0.62% 0.49% 0.13%

30.06.2020 30.06.2019
     Change

      amount

30.06.2020 31.12.2019
     Change

      amount

30.06.2020 31.12.2019
        Change

        amount

amount               %

Number of employees 2,142 2,148 -6 -0.3%

Number of branches 253 257 -4 -1.6%

 Amounts in thousands of Euro

Loans and advances to customers per employee 
(7)

4,499 4,413 86 1.9%

Direct deposits from customers per employee
 (7)

5,285 5,192 93 1.8%

amount               %

Operating income per employee 
(9) 

- annualised 
 (7)

175 178 -3 -1.7%

Result of operations per employee  
(9) 

- annualised 
(7)

52 51 1 2.0%

(6) equity excluding net profit (loss) for the period;

(7) the amount reported at 30.06.2020 is the final figure at the end of 2019;

(8) the annualised ROE at 30.06.2020 does not take into consideration the annualisation of the net non-recurring operating profit and of the dividends from subsidiaries;

(5)  capital ratios at 30.06.2020 are calculated in application of the transitional arrangements introduced by EU Regulation 2017/2395; the ratios calculated without 

application of these provisions are the following:  Common Equity Tier1   14.2%;  Tier 1    14.2%;  Total capital ratio 14.8%

(9)  based on the number of employees calculated as a straight average between the end of the period and the end of the preceding period.

30.06.2020 31.12.2019
        Change

30.06.2020 30.06.2019
        Change
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The total amount of loans to customers at 30 June 2020 reached 9.6 billion euro, up on 9.5 billion euro at the 

end of 2019.   

Shareholders' equity at 30 June 2020, including the profit for the period, amounts to Euro 951.4 million, 

compared with Euro 956.9 million at the end of 2019. The negati ve change of Euro 5.5 million is due to the 

resolution on the 2019 dividend of Euro 14.5 million, partly offset by the comprehensive income for the period 

of Euro 9.0 million.  

Shareholders' equity calculated in accordance with the new regulatory provisions defined as Own Funds , 

after the pay -out of 40%, amounts to Euro 1,026.7 million (CET1 + ATI of Euro 987.0 million + T2 of Euro 39.7 

million), compared with Euro 1,036.7 million at the end of the previous year.  

The Total Capital Ratio, consisting of total Own Funds as a ratio of risk -weighted assets, comes to 15.5%.  
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Fides S.p.A. 

Balance sheet  

 

Income statement (1) 

 

  

30.06.2020 31.12.2019

 Amounts in thousands of Euro amount               %

Total assets 844,361 803,893 40,468 5.0%

Financial assets 15 15 0 0.0%

Due from banks 5,214 4,569 645 14.1%

Loans to customers 832,648 793,523 39,125 4.9%

Property, plant and equipment 1,072 1,218 -146 -12.0%

Intangible assets 1,266 1,216 50 4.1%

Due to banks 779,025 741,748 37,277 5.0%

   of which: Due to Group Banks 778,667 741,748 36,919 5.0%

Due to customers 3,883 3,729 154 4.1%

Shareholders' equity (including Net profit/loss for the period) 47,551 47,814 -263 -0.6%

Own Funds 45,205 44,982 223 0.5%

        Change

30.06.2020 30.06.2019

 Amounts in thousands of Euro amount               %

Operating income 6,225 8,223 -1,998 -24.3%

    of which: Net interest income 8,136 7,588 548 7.2%

Operating costs -3,771 -3,487 -284 8.1%

Result of operations 2,454 4,736 -2,282 -48.2%

Profit (loss) from continuing operations after tax 1,363 3,139 -1,776 -56.6%

Net profit for the period 1,363 3,139 -1,776 -56.6%

(1) from the Reclassified Income Statement.

        Change
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Key figures and ratios  

 

Structure and productivity ratios  

 

At the reference date, the Parent Company Banco di Desio e della Brianza S.p.A. held an investment of 

100%. 

The profit (loss) from operations after tax at 30 June 2020 comes to Euro 1.4 million, a decrease compared 

with the prior period of Euro 3.1 million; operating income amounted to Euro 6.2 million, down by Euro 2.0 

million compared with 30 June 2019, mainly due to the inclusion in the effective interest rate of income 

components recognised entirely to the income statement at the time of subs cription. Operating costs come 

in at Euro 3.8 million (vs Euro 3.5 million). The result of operations was Euro 2.5 million (vs Euro 4.7 million). The 

cost of credit, amounting to approximately Euro 0.3 million, and taxes for Euro 0.6 million (vs Euro 1.4 m illion) 

lead to the result for the period.  

Loans to customers increased from Euro 793.5 million at the end of 2019 to Euro 832.6 million at the reporting 

date, an increase of Euro 39.1 million (+4.9%).  

Book shareholders' equity at 30 June 2020, including t he profit for the period, amounts to Euro 47.5 million, 

compared with Euro 47.8 million at the end of 2019 (due to the result for the period more than offset by the 

30.06.2020 31.12.2019

Capital/Total assets 5.6% 5.9% -0.3%

Capital/Loans to customers 5.7% 6.0% -0.3%

Capital/Due to Banks 6.1% 6.4% -0.3%0.0%

Total Own Funds/Risk-weighted assets (Total capital ratio) 6.5% 6.9% -0.4%

Loans to customers/Total assets 98.6% 98.7% -0.1%

Due to banks/Total assets 92.3% 92.3% 0.0%

30.06.2020 30.06.2019

Cost/Income ratio 60.6% 42.4% 18.2%

Net interest income/Operating income 130.7% 92.3% 38.4%

Result of operations/Operating income 39.4% 57.6% -18.2%

Profit (loss) from continuing operations after tax/Capital  
(2) (3)

5.9% 14.1% -8.2%

ROE 
(2)

  
(3)

5.9% 4.4% 1.5%

Profit (loss) from operations before tax/Total assets (ROA) 
(3)

1.1% 0.6% 0.5%

30.06.2020 31.12.2019

Net doubtful loans/Loans to customers 0.1% 0.1% 0.0%

Net non-performing loans/Loans to customers 0.4% 0.4% 0.0%

% Coverage of doubtful loans 61.2% 63.7% -2.6%

% Total coverage of non-performing loans 39.8% 37.6% 2.2%

% Coverage of performing loans 0.07% 0.06% 0.01%

(2) equity excluding net  profit  (loss) for the period;

      amount

     Change

      amount

        Change

        amount

     Change

30.06.2020 31.12.2019

amount               %

Number of employees 51 50 1 2.0%Numero filiali 0 #DIV/0!

30.06.2020 31.12.2019

 Amounts in thousands of Euro amount               %

Loans and advances to customers per employee 
(3)

16,488 16,883 -395 -2.3%

30.06.2020 30.06.2019

 Amounts in thousands of Euro amount               %

Operating income per employee 
(4)

  - annualised 
(3)

123 349 -226 -64.8%

Result of operations per employee 
 (4) 

- annualised 
(3)

49 202 -153 -75.7%

(3)  the amount reported at 30.06.2019 is the final figure at the end of 2019;

(4)  based on the number of employees calculated as a straight average between the end of the period and the end of the preceding period.

        Change

        Change

        Change



 

 

 
58 

 

distribution of dividends). Own Funds for supervisory purposes have risen from Euro 45.0 mi llion at the end of 

2019 to Euro 45.2 million.  

 

Other information  

 

Ratings 

On 19 May 2020, after its annual rating review, Fitch Ratings lowered the ratings previously assigned to the 

Bank by one notch. The judgement reflects the considerations behind the recent downgrade in the 

sovereign rating linked to the expected deteriorati on in Italy's growth forecasts as a result of the Covid -19 

health emergency and the probable repercussions on the banking sector in terms of profitability and asset 

quality.  

In this scenario, Fitch maintained the Bank's "Stable" outlook, recognising that i t had adequate liquidity and 

a capitalisation capable of withstanding any pressure, even significant pressure, in terms of asset quality.  

The Bank points out that the coverage level is higher than the average of the LSIs, taking into account the 

compositi on of non -performing loans, and that the resilient territorial bank model is confirmed by the 

significant solidity of its capital and liquidity.  

The updated ratings are the following:  

Long term IDR:  changed to òBB+ó Outlook Stable    

Viability rating: cha nged to òbb+ó      

Short term IDR: changed to òBó 

Support Rating: confirmed at "5"  

Support Rating Floor: confirmed at "No Floor"  

 

Existence of the conditions of arts 15 and 16 of the Consob's Market 

Regulations  

The conditions laid down in arts. 15 and 16 of the "Market Regulations" adopted with Consob's Resolution 

20249 of 28 December 2017 continue to exist. In this case, they refer to Brianza Unione di Luigi Gavazzi e 

Stefano Lado S.a.p.a., the holding company o f the Parent Company, as reported in the Group's "Annual 

Report on Corporate Governance and Corporate Structure" required by art. 123 -bis of the CFA and made 

available on Banco Desio's website www.bancodesio.it, in the Corporate Governance section.  

 

Transactions with related parties  

For a more detailed description of the procedures that govern transactions with related parties (pursuant 

to art. 2391 -bis of the Italian Civil Code) and with associated persons (pursuant to art. 53 of the CFA), 

reference should  be made to paragraph 5 of the Annual Report on Corporate Governance, which is 

available on the Parent Company's website pursuant to art. 123 -bis of the CFA, at www.bancodesio.it, in 

the Corporate Governance section. For further information, please refer t o the specific section of the 

Condensed consolidated interim financial statements.  
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Outlook for the rest of the year and principal risks and 

uncertainties  

 

In a scenario characterised by a "lightning" global recession likely to rebound on various occasions in the 

future, but to an extent that is highly uncertain, the time horizon over  the coming years to recover what has 

been lost in 2020 is also far from cer tain. In this context, the objectives of the 2018 -2020 business plan cannot 

be achieved as they were evidently elaborated on the basis of assumptions that are long gone and 

certainly devoid of the effects of the Covid -19 pandemic, in a macroeconomic scenar io which, among 

other things, is changing rapidly from day to day. The Group will therefore prepare a new business plan in 

the latter part of the year on the assumption that the prospective framework will be better defined or 

definable, so that the plan wi ll be based on new and more up -to -date assumptions, both macroeconomic 

and for the banking sector.  

In the current year, the pressure on net interest income, mainly because of market conditions, is expected 

to find compensation in the dynamics of volumes, which will benefit from the measures aimed at contrasting 

the depressive effects of the pandemic, and in the particularly favourable financing conditions guaranteed 

by the Liquidity Decree.  

Regarding credit quality, despite the physiological trend in the cost of non -performing loans, the Group has 

taken into account what was outlined by the ECB scenario regarding the assessment of the cost of credit 

risk on performing loans, even though it has been mitigated by the effects of moratoriums and government 

gua rantees. The effects of these assessments will be constantly monitored according to the evolution of the 

economic situation and, if necessary, adequately updated.  

The containment of operating costs, implemented through measures aimed at reviewing the temp oral 

distribution of investments as well as, where possible, renegotiating some supply contracts will continue to 

be one of the main points of attention, helping to mitigate the pressure on the results of operations.  

Barring further deterioration in the s cenario, which cannot be ruled out given the exceptional nature and 

uncertainty of the current situation, we are of the opinion that this year could still end with a positive result. 

This report has therefore been prepared on a going -concern basis, conside ring the main risks and 

uncertainties mentioned previously.  
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CONSOLIDATED BALANCE SHEET 

 
 
 

 
 

 

 

amount %

10. Cash and cash equivalents 50,755 60,816 (10,061) -16.5%

20. Financial assets designated at fair value through profit or loss 42,693 44,063 (1,370) -3.1%

a)   Financial assets held for trading 4,472 5,807 (1,335) -23.0%

c)   Other financial assets that are necessarily measured at fair value 38,221 38,256 (35) -0.1%

30. Financial assets designated at fair value through other comprehensive income 522,093 559,634 (37,541) -6.7%

40. Financial assets measured at amortised cost 13,681,740 12,949,705 732,035 5.7%

a)   Due from banks 1,375,279 915,019 460,260 50.3%

b)   Loans to customers 12,306,461 12,034,686 271,775 2.3%

50. Hedging derivatives - - - 0.0%

60. Adjustment to financial assets with generic hedge (+/-) 593 624 (31) -5.0%

90. Property, plant and equipment 219,541 226,305 (6,764) -3.0%

100. Intangible assets 18,085 18,194 (109) -0.6%

of which:

- goodwill 15,322 15,322 

110. Tax assets 202,637 202,765 (128) -0.1%

a) current 10,954 7,812 3,142 40.2%

b) deferred 191,683 194,953 (3,270) -1.7%

130. Other assets 122,722 129,956 (7,234) -5.6%

14,860,859 14,192,062 668,797 4.7%

Change

Total assets

Assets 30.06.2020 31.12.2019

amount %

10. Financial liabilities measured at amortised cost 13,378,212 12,850,498 527,714 4.1%

a)   Due to banks 1,995,605 1,603,208 392,397 24.5%

b)   Due to customers 9,734,741 9,498,187 236,554 2.5%

c)   Debt securities in issue 1,647,866 1,749,103 (101,237) -5.8%

20. Financial liabilities held for trading 7,729 8,138 (409) -5.0%

40. Hedging derivatives 1,914 2,157 (243) -11.3%

60. Tax liabilities 12,855 15,816 (2,961) -18.7%

a) current - - - 0.0%

b) deferred 12,855 15,816 (2,961) -18.7%

80. Other liabilities 440,172 289,279 150,893 52.2%

90. Provision for termination indemnities 24,995 25,480 (485) -1.9%

100. Provisions for risks and charges 36,086 35,582 504 1.4%

a)   commitments and guarantees given 4,593 2,734 1,859 68.0%

c)   other provisions for risks and charges 31,493 32,848 (1,355) -4.1%

120. Valuation reserves 44,016 45,373 (1,357) -3.0%

150. Reserves 818,440 792,741 25,699 3.2%

160. Share premium reserve 16,145 16,145 

170. Share capital 70,693 70,693 - 0.0%

190. Minority interests (+/-) 4 4 - 0.0%

200. Net profit (loss) for the period (+/-) 9,598 40,156 (30,558) -76.1%

14,860,859 14,192,062 668,797 4.7%

Liabilities and shareholders' equity 30.06.2020 31.12.2019

Change

Total liabilities and shareholders' equity
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CONSOLIDATED INCOME STATEMENT 

 
 
 

 

 

amount %

10. Interest and similar income 127,994 132,926 (4,932) -3.7%

20. Interest and similar expense (19,533) (22,101) 2,568 -11.6%

30. Net interest income 108,461 110,825 (2,364) -2.1%

40. Commission income 86,553 87,985 (1,432) -1.6%

50. Commission expense (8,042) (7,575) (467) 6.2%

60. Net commission income 78,511 80,410 (1,899) -2.4%

70. Dividends and similar income 586 1,044 (458) -43.9%

80. Net trading income 850 1,004 (154) -15.3%

90. Net hedging gains (losses) - (103) 103 -100.0%

100. Gains (losses) on disposal or repurchase of: 1,660 3,614 (1,954) -54.1%

a) financial assets measured at amortised cost (667) 1,922 (2,589) n.s.

b) financial assets designated at fair value through other comprehensive income 2,332 1,794 538 30.0%

c) financial liabilities (5) (102) 97 -95.1%

110. Net result of other financial assets and liabilities designated at fair value through profit or loss (480) 1,723 (2,203) n.s.

b) other financial assets that have to be measured at fair value (480) 1,723 (2,203) n.s.

120. Net interest and other banking income 189,588 198,517 (8,929) -4.5%

130. Net value adjustments/write-backs for credit risk relating to: (40,373) (27,480) (12,893) 46.9%

a) financial assets measured at amortised cost (40,257) (27,522) (12,735) 46.3%

b) financial assets designated at fair value through other comprehensive income (116) 42 (158) n.s.

140. Profit/losses from contractual changes without write-offs 225 (111) 336 n.s.

150. Net profit from financial activities 149,440 170,926 (21,486) -12.6%

180. Net profit from financial and insurance activities 149,440 170,926 (21,486) -12.6%

190. Administrative costs: (141,425) (144,063) 2,638 -1.8%

a) payroll costs (83,013) (84,628) 1,615 -1.9%

b) other administrative costs (58,412) (59,435) 1,023 -1.7%

200. Net provisions for risks and charges (3,307) (2,055) (1,252) 60.9%

a) commitments for guarantees given (1,878) (850) (1,028) 120.9%

b) other net provisions (1,429) (1,205) (224) 18.6%

210. Net adjustments to property, plant and equipment (8,716) (8,926) 210 -2.4%

220. Net adjustments to intangible assets (611) (684) 73 -10.7%

230. Other operating charges/income 17,769 21,482 (3,713) -17.3%

240. Operating costs (136,290) (134,246) (2,044) 1.5%

260.
Net result of the measurement at fair value of property, plant and equipment and intangible 

assets (260) 
260 -100.0%

290. Profit (loss) from current operations before tax 13,150 36,420 (23,270) -63.9%

300. Income taxes on current operations (3,552) (12,319) 8,767 -71.2%

310. Profit (loss) from current operations after tax 9,598 24,101 (14,503) -60.2%

330. Net profit (loss) for the period 9,598 24,101 (14,503) -60.2%

340. Net profit (loss) pertaining to minority interests (625) 625 -100.0%

350. Parent Company net profit (loss) 9,598 23,476 (13,878) -59.1%

30.06.2020 30.06.2019

0.07 0.18

0.07 0.18Diluted earnings per share (Euro)

Captions 30.06.2020 30.06.2019
Change

Basic earnings per share (Euro)
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STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME 

 

 

Captions 30.06.2020 30.06.2019

10. Net profit (loss) for the period 9,598              24,101              

Other elements of income, net of income taxes without reversal to income statement

20. Equity instruments designated at fair value through other comprehensive income -                     (86)                   

50. Property, plant and equipment -                     46                     

70. Defined-benefit pension plans 20                   (651)                  

Other elements of income, net of income taxes with reversal to income statement

120. Cash-flow hedges 145                 (581)                  

140. 
Financial assets (other than equities) designated at fair value through other comprehensive 

income 
(1,522)             307                   

170. Total other elements of income (net of income taxes) (1,357)             (965)                 

180. Total comprehensive income (Captions 10+170) 8,241              23,136              

190. Total comprehensive income pertaining to minority interests -                     (600)                  

200. Total consolidated comprehensive income pertaining to Parent Company 8,241              22,536              
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STATEMENT OF CHANGES IN CONSOLIDATED SHAREHOLDERS' EQUITY AT 30.06.2020 

 

 

 

 

Share capital:

  a) ordinary shares  63,828  63,828  63,828

  b) other shares  6,865  6,865  6,865

Share premium reserve  16,145  16,145  16,145

Reserves:

  a) from profits  768,080  768,080  44,887 (14,457)  798,510

  b) other  24,665  24,665 (4,731)  19,930  4

Valuation reserves:  45,373  45,373 (1,357)  44,016

Equity instruments

Treasury shares

Net profit (loss) for the period  40,156  40,156 (40,156)  9,598  9,598

Group shareholders' equity  965,108  965,108 (14,457)  8,241  958,892

Minority interests  4  4  4

 C
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STATEMENT OF CHANGES IN CONSOLIDATED SHAREHOLDERS' EQUITY AT 30.06.2019 

 

 
 
 

Share capital:

  a) ordinary shares  60,840  60,840  60,840

  b) other shares  6,865  6,865  6,865

Share premium reserve  16,145  16,145  16,145

Reserves:

  a) from profits  748,003  748,003  19,810  767,813

  b) other  22,982  22,982  4,840 (14,674)  42,496

Valuation reserves:  44,927  44,927 (965)  42,981  981

Equity instruments

Treasury shares

Net profit (loss) for the period  36,558  36,558 (24,650) (11,908)  24,101  23,476  625

Group shareholders' equity  892,054  892,054 (11,146)  2  22,536  903,446

Minority interests  44,266  44,266 (762) (2)  600  44,102

 C
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CONSOLIDATED CASH FLOW STATEMENT 

 

 

 

A. OPERATING ACTIVITIES

1. Cash generated from operations 67,310 80,777 

- interest received (+) 124,942 128,157 

- interest paid (-) (19,057) (21,507) 

- dividends and similar income (+) 586 1,044 

- net commission income (+/-) 77,370 80,410 

- payroll costs (-) (77,892) (79,653) 

- net premiums received (+)

- other insurance income/expense (+/-)

- other costs (-) (54,250) (47,047) 

- other revenues (+) 19,163 31,692 

- taxation (-) (3,552) (12,319) 

- costs/revenues related to discontinued operations net of the tax effect (+/-)

2. Cash generated (absorbed) by financial assets (726,095) (443,887) 

- financial assets held for trading 370 (2,174) 

- financial assets designated at fair value through profit and loss

- other financial assets that are necessarily measured at fair value (809) 22,292 

- financial assets designated at fair value through other comprehensive income 37,206 (249,450) 

- financial assets measured at amortised cost (777,449) (188,807) 

- other assets 14,587 (25,748) 

3. Cash generated (absorbed) by financial liabilities 648,358 354,297 

- financial liabilities measured at amortised cost 531,694 282,927 

- financial liabilities held for trading (409) 1,686 

- financial liabilities designated at fair value through profit and loss

- other liabilities 117,073 69,684 

Net cash generated/absorbed by operating activities (A) (10,427) (8,813) 

B. INVESTING ACTIVITIES

1. Cash generated by 15 

- sale of equity investments

- dividends collected on equity investments

- sale of property, plant and equipment 15 

- sale of intangible assets

- sale of lines of business

2. Cash absorbed by (1,412) (3,222) 

- purchase of equity investments

- purchase of property, plant and equipment (910) (2,416) 

- purchase of intangible assets (502) (806) 

- purchase of lines of business

Net cash generated/absorbed by investing activities (B) (1,412) (3,207) 

C. FINANCING ACTIVITIES

-  issue/purchase of treasury shares

- issue/purchase of equity instruments

-  dividends distributed and other allocations (11,908) 

- sale/purchase of third party control

Net cash generated/absorbed by financing activities (C) (11,908) 

NET CASH GENERATED (ABSORBED) IN THE PERIOD (A+B+C) (11,839) (23,928) 

30.06.2020 30.06.2019
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RECONCILIATION 

 

 

 

 

 

 

  

Cash and cash equivalents at beginning of period 60,816 69,219 

Net increase (decrease) in cash and cash equivalents (11,839) (23,928) 

Cash and cash equivalents: effect of changes in exchange rates 1,778 1,463 

Cash and cash equivalents at end of period 50,755 46,754 

30.06.2020 30.06.2019
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CONSOLIDATED INCOME STATEMENT ð QUARTER BY QUARTER 

 
 
 

 

 

10. Interest and similar income 63,917 64,077 66,503 66,423 

20. Interest and similar expense (9,226) (10,307) (11,350) (10,751) 

30. Net interest income 54,691 53,770 55,153 55,672 

40. Commission income 41,500 45,053 46,052 41,933 

50. Commission expense (3,552) (4,490) (3,666) (3,909) 

60. Net commission income 37,948 40,563 42,386 38,024 

70. Dividends and similar income 25 561 587 457 

80. Net trading income 221 629 249 755 

90. Net hedging gains (losses) - - (87) (16) 

100. Gains (losses) on disposal or repurchase of: (1,206) 2,866 2,814 800 

a) financial assets measured at amortised cost (1,532) 865 1,912 10 

b) financial assets designated at fair value through other comprehensive income 319 2,013 995 799 

c) financial liabilities 7 (12) (93) (9) 

110. Net result of other financial assets and liabilities designated at fair value through profit or loss
1,000 (1,480) 303 1,420 

b) other financial assets that have to be measured at fair value 1,000 (1,480) 303 1,420 

120. Net interest and other banking income 92,679 96,909 101,405 97,112 

130. Net value adjustments/write-backs for credit risk relating to: (22,319) (18,054) (19,256) (8,224) 

a) financial assets measured at amortised cost (22,178) (18,079) (19,204) (8,318) 

b) financial assets designated at fair value through other comprehensive income (141) 25 (52) 94 

140. Profit/losses from contractual changes without write-offs 351 (126) (182) 71 

150. Net profit from financial activities 70,711 78,729 81,967 88,959 

180. Net profit from financial and insurance activities 70,711 78,729 81,967 88,959 

190. Administrative costs: (68,029) (73,396) (71,225) (72,838) 

a) payroll costs (40,579) (42,434) (42,612) (42,016) 

b) other administrative costs (27,450) (30,962) (28,613) (30,822) 

200. Net provisions for risks and charges (2,027) (1,280) (1,132) (923) 

a) commitments for guarantees given (1,823) (55) (35) (815) 

b) other net provisions (204) (1,225) (1,097) (108) 

210. Net adjustments to property, plant and equipment (4,333) (4,383) (4,453) (4,473) 

220. Net adjustments to intangible assets (307) (304) (351) (333) 

230. Other operating charges/income 9,359 8,410 11,955 9,527 

240. Operating costs (65,337) (70,953) (65,206) (69,040) 

260.
Net result of the measurement at fair value of property, plant and equipment and intangible 

assets - - (260) - 

290. Profit (loss) from current operations before tax 5,374 7,776 16,501 19,919 

300. Income taxes on current operations (877) (2,675) (4,974) (7,345) 

310. Profit (loss) from current operations after tax 4,497 5,101 11,527 12,574 

320. Net profit (loss) of discontinued operations, net of taxes - - - 

330. Net profit (loss) for the period 4,497 5,101 11,527 12,574 

340. Net profit (loss) pertaining to minority interests - - (64) (561) 

350. Parent Company net profit (loss) 4,497 5,101 11,463 12,013 

 1st quarter 

2019 
Captions

 2nd quarter 

 2020 

 1st quarter 

2020 

 2nd quarter 

2019 
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BASIS OF PREPARATION AND ACCOUNTING POLICIES 
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GENERAL INFORMATION 

Declaration of compliance with International Financial Reporting Standards  

These condensed consolidated interim financial statements of the Banco Desio Group have been 

prepared pursuant to art. 154 -ter of Legislative Decree no. 58/1998 and for the purposes of determining 

own funds, in accordance with the applicable IAS/IFRS in force at the reference date, issued by the 

International Accounting Standards Board (IASB) and related interpretations issued by the IFRS 

Interpretations C ommittee (IFRIC) and endorsed by the European Commission, as per EU Regulation 1606 

of 19 July 2002.  

In particular, the content of the condensed interim financial statements complies with IAS 34 ð Interim 

Financial Reporting, as well as with the enabling r egulations for art. 9 of Legislative Decree 38/2005 and 

the Bank of Italy Circular 262 of 22 December 2005.  

Basis of preparation   

The condensed consolidated interim financial statements comprise the balance sheet, income statement, 

statement of comprehensi ve income, statement of changes in shareholders' equity, cash flow statement, 

the income statement quarter by quarter and the explanatory notes, which provide, among other things, 

the information on fair value, the details of the main balance sheet and inc ome statement captions, 

information on risks and hedging policies, information on transactions with related parties and segment 

information (as well as information on shareholders' equity reported in an attachment). The condensed 

consolidated interim finan cial statements are also accompanied by the interim report on operations.  

For the preparation of the financial statements and the contents of the explanatory notes, reference was 

made to the provisions contained in Circular 262 "Bank financial statements: schedules and rules for 

preparation"  of 22 December 2005, as per 6th updated of 30 November 2018. The additional disclosure 

requirements and the clarifications provided by the Supervisory Authority were also taken into account.  

The condensed consolidated i nterim financial statements have been prepared in a clear manner to give 

a true and fair view of the balance sheet, financial position and result for the period of the Banco Desio 

Group on a going -concern basis, complying with the principle of recognition on an accruals basis and 

giving preference to economic substance over form in the recognition and representation of transactions.  

The accounting standards applied in preparing these financial statements concerning the classification, 

recognition, measurement and derecognition of financial assets and liabilities, as well as the methods for 

recognising revenues and costs, are the same as those applied in preparing the financial statements at 

31 December 2019.  

The separate financial statements used in preparing the consolidated interim financial statements are 

those prepared by the subsidiaries as of the same reporting date, adjusted - where necessary - to comply 

with the IAS/IFRS adopted by the Parent Company.  

The amounts in the financial statements and the figures reported in the explanatory notes are expressed 

in thousands of Euro ð unless otherwise indicated.  
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Scope of consolidation  and methodology  

Investments in subsidiaries    

 

Name  Head office  Type of relationship  

Nature of holding  

Parent company  % held  

Fides S.p.A. Rome  1 Banco Desio  100.00 

Desio OBG S.r.l. Conegliano  1 Banco Desio  60.00 

Key     

Type of relationship:      

1 = majority of votes at the ordinary shareholders' meeting  

 

There have been no changes in the scope of consolidation with respect to the situation at 31 December 

2019. 

Significant assessments and assumptions in determining the scope of consolidation  

The scope of consolidation is determined in accordance with the provisions contained in IFRS 10 - 

Consolidated Financial Statements. Accordingly, the Parent Company consolidates an entity when the 

three elements of control are met (1. power over an investe e; 2. exposure, or rights, to variable returns 

from its involvement with the investee; 3. ability to use its power over the investee to affect the amount of 

the investorõs returns). Generally, when an entity is held directly through voting rights, control comes from 

holding more than half of the voting rights. In other cases, the assessment of control is more complex and 

requires greater use of judgement, as it means taking into account all relevant factors and circumstances 

that could lead to control over the entity, such as:  

Á the purpose and design of the entity,  

Á the relevant activities, that is, the activities that significantly affect the entityõs returns and how they 

are governed;  

Á any right, arising from contractual arrangements, that gives the investor  the ability to direct the 

relevant activities, that is, the power to establish the entity's financial and operating policies, the 

power to exercise the majority of voting rights at meetings of the governing body or the power to 

appoint or remove the major ity of the members of the governing body;  

Á the Group's exposure to variability of the returns.  

Investments in subsidiaries with significant minority interests  

Minority interests, voting rights of third parties and dividends paid to third parties  

 

Name  Minority interests %  Dividends paid to third 

parties  

Desio OBG S.r.l. 40.00 - 
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Investments with significant minority interests: accounting information  

 

Name  Total assets 

Cash and 

cash 

equivalents  

Financial 

assets  

Property, 

plant and 

equipment 

and 

intangible 

assets 

Financial 

liabilities  

Shareholders' 

equity  

Net 

interest 

income  

Net  

interest 

and other 

banking 

income  

 

Operating 

costs 

Profit (loss) 

from current 

operations 

before tax  

Profit (loss) 

from current 

operations 

after tax  

Profit (loss) 

after tax on 

non -current 

assets held for 

sale 

Net profit 

(loss) for the 

period  

(1) 

Other 

elem ents of 

income, net of 

income taxes  

(2) 

Comprehensive 

income  

(3) 

= 

(1) + (2)  

Desio OBG S.r.l. 56  -    42    1  -    10  -    44  (38) -    -    -    -    -    -    

 

 



  

75 

Consolidated interim financial statements  

at 30 June 2020  

Significant restrictions  

There are no restrictions (e.g. legal, contractual or regulatory restrictions) on the Parent Company's ability 

to access the assets, or to use them, and to pay off the liabilities  of the Group, such as restrictions on the 

ability of the Parent Company or its subsidiaries to transfer cash or limitations on transfers of funds in the 

form of dividends, loans or advances granted to (or from) other Group companies.  

Other information  

The basis of consolidation, in compliance with IFRS 10, is as follows:  

ï subsidiaries: assets, liabilities, shareholders' equity, "off -balance sheet" transactions, costs and 

revenues are included in the relevant items of the consolidated financial statement s on a line -by -line 

basis. Any positive difference emerging from a comparison of the book value of each investment and 

the relevant portion of the subsidiary's shareholders' equity, left over after any allocation to a specific 

balance sheet captions, is re cognised as goodwill and subjected to impairment testing;  

ï associates: investments in associates are consolidated using the equity method (this policy was not 

applicable at the date of the condensed consolidated quarterly financial statements as the Parent  

Company does not have any investments in associates).  

Other aspects   

Implications of the Covid -19 epidemic on the interim financial report at 30 June 2020  

The guidelines and indications expressed in recent months by various international, European and national 

institutions have been consistently used by the Group in preparing this half -yearly financial report at 30 

June 2020.  

Also in consideration of Consob's Call for Attention no. 8/20 of 16 July 2020, the following is an explanation 

of the main financ ial statement issues impacted by the Covid -19 epidemic and the solutions adopted by 

the Group, being well aware of its role in providing the much -needed support to its stakeholders, above 

all to people and businesses, in the current context characterised b y significant levels of uncertainty and 

volatility  

The exceptional characteristics of the current crisis from which economic and financial consequences on 

people and businesses may derive, depending on the duration of the health and social emergency, as 

we ll as the measures already defined and being defined by the Italian government and EU authorities 

which, for their amount and characteristics, are likely to mitigate the effects of the crisis, but which have 

not yet been fully defined, make the application  of accounting standards based on current market values 

and forward -looking valuations particularly complex.  

The main financial statement aspects affected by the Covid -19 epidemic, the solutions adopted and the 

impacts on the income statement at the report ing date are described below.  

With reference to the overall information linked to Covid -19 contained in this document, please read the 

sections entitled "Macroeconomic scenario" and òInformation on risks and related hedging policyó in the 

Interim Report o n Operations at 30 June 2020.  

Classification and valuation of loans according to IFRS 9 in the light of the measures issued by the various 

supervisory authorities following the Covid -19 epidemic  

Regarding the classification, taking into account the indicat ions of the various regulators that have 

expressed themselves on the subject, the performing positions affected by the moratorium measures 

based on legislation or decided independently by the Group in response to the Covid -19 emergency are 

treated as follo ws: 
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ï they are not normally considered forborne according to prudential regulations nor are they subject 

to stage 2 classification, also taking into account that there is substantially no change in the present 

value of the cash flows subsequent to the contra ctual modification. For positions with companies that 

had a higher level of risk before the health emergency, specific assessments are carried out in the 

case of a moratorium decided independently by the Group to verify whether or not to consider 

renegotia tion as a forbearance measure, with consequent transfer to stage 2;  

ï they are not classified as NPLs (stage 3). In particular, under these circumstances performing loans 

subject to a moratorium are not classified in the same risk class of past due or overdr awn loans 

because, in compliance with the requirements of EBA's guidelines, the moratorium interrupts the 

counting of the days that they are past due. Furthermore, adhering to a moratorium because of 

Covid -19 is not automatically considered as a trigger ev ent for an unlikely -to -pay loan.  

The moratoriums granted to customers already classified among non -performing loans are subject to 

specific assessment and considered as additional forbearance measures.  

As regards the assessment, it should be remembered tha t IFRS 9 Financial Instruments expressly requires 

that an entity estimate the expected losses on receivables taking into consideration all information, 

available currently and in the future, that is deemed reasonable and demonstrable.  

The positions of the Supervisory Authorities that have expressed themselves on the subject have agreed to 

suggest extreme caution in modifying the valuation scenarios, at least in the phase of most acute 

uncertainty. At the same time, the ECB's suggestion to use a reference sc enario anchored to its indications 

seemed to indicate the intention of the Authorities to want to centrally direct the banks in this particular 

situation, providing a homogeneous set of parameters for forecasts of future economic trends.  

On 4 June 2020, the projections for the Eurozone were announced by the ECB, which published the 

document "Eurosystem staff macroeconomic projections for the Euro Area", which was followed by the 

"Macroeconomic projections for the Italian economy" for the three -year period  2020-22 published by the 

Bank of Italy on 5 June 2020.  

So taking into account: (i) the guidance mentioned previously that it was better to focus on long -term 

prospects to grasp the structural effects of the crisis without emphasising the procyclicality an d avoiding 

mechanical applications of the models for estimating expected credit losses, and (ii) the complexities of 

applying the ordinary models for estimating expected losses, which consider prospective forecasts for the 

current year and only the followi ng two years, so with a strong incidence of short -term movements, the 

Group followed the instructions provided by the various authorities to integrate the ordinary assessment 

process conditioned by the exceptional and completely new characteristics of the current crisis.  

The economic effects of these interventions have been quantified in management terms in Euro 12.0 

million (pre -tax) as described below in "Impacts of the Covid -19 epidemic on the income statement at 30 

June 2020" and in the note on "Informa tion on risks and related hedging policy" to which reference is 

made.  

The determination of expected losses on non -performing loans (stage 3) also implies significant elements 

of assessment, with particular reference to estimating the flows deemed recoverab le and the related 

timing of recovery. During the period, there was a deterioration in the quality of part of the customer loan 

portfolio (substantially due to the slowdown in collections) for which the appropriate interventions were 

promptly activated in order to manage the contingency of the Covid -19 epidemic and, in any case, to 

ensure the correct classification and assessment of recoverability of exposures classified as NPL with 

consequent impact on the cost of non -performing credit for the period and o n the increase in the levels 

of coverage of NPLs compared with 31 December 2019.  
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Assessment of financial instruments at fair value  

For the purposes of this interim financial disclosure, the assessment of financial instruments at fair value was 

updated on the basis of current market conditions, in line with the provisions of IFRS 13 and the Group's 

Fair Value Policy.  

In particular, for investments at fair value that derive their value directly, in the case of listed securities, or, 

in the case of investments that are convertible or closely related to instruments that are listed/valued with 

market multiples, indirectly from market prices (so valued with methods ascribable to fair value levels 1 

and 2), the valuations were updated on the basis of sto ck market prices.  

The use of significant judgements in the valuation of the financial instruments in portfolio is to be considered 

fairly marginal, given that the bank continues to maintain a very prudent allocation. The use of valuation 

models for the rec ognition of the fair value of the financial instruments not listed on active markets (Level 

3), substantially attributable to units of UCITS of closed -end funds, therefore relates to a minimal portion of 

the investments held. With particular reference to c losed -end investment funds classified under financial 

instruments mandatorily measured at fair value through profit or loss, the negative effects on the income 

statement (approximately Euro 0.9 million) caused by updating their valuation on the basis of th e latest 

available NAVs have been recognised.  

Impairment test of intangible assets with indefinite life (goodwill) and equity investments  

In current market contexts, significantly influenced by the Covid -19 pandemic, impairment tests on the 

value of intang ible assets are also particularly delicate.  

In this regard, in accordance with IAS 36 and the impairment policy applicable to intangible assets with 

an indefinite useful life (goodwill) and equity investments, it should be noted that impairment testing 

goo dwill and equity investments generally refers to the notion of value in use, which presupposes an 

estimate of the future cash flows that can be generated in the long term through the continuous use of 

the asset being evaluated; projections relating to the general or sector macro -economic framework are 

at the basis of the estimates of future cash flows.  

Once again, in the current, very particular market context, the Supervisory Authorities have agreed to 

suggest extreme caution in modifying the assessment s cenarios, at least during the phase of most acute 

uncertainty about the developments of the Covid -19 epidemic, and on the extent and the effects of 

government measures to support the economy. Likewise, they agreed to suggest caution in using 

estimates base d on highly uncertain hypotheses and assumptions and to consider, as soon as possible, 

any long -term effects, which represent the temporal reference underlying the logic of impairment testing.  

In preparing this information as of 30 June 2020, it was initially thought that in the current market context, 

normal performance checks and the determination of so -called trigger events for the update of the 

impairment tests on goodwill and equity investments, were objectively overcome by the pandemic's huge 

impact on all economic variables, both macro and micro.  

This inevitably led to an update during the year of the previous impairment tests carried out at the end of 

2019 on the basis of the 2020 -2024 projections developed at the time.  

In light of these projec tions for the Eurozone published by the ECB, the information on macroeconomic 

scenarios was defined internally by the Group, taking the forecasts made by external providers as a point 

of reference as well. More specifically, for the purposes of the interim  financial report, the Group outlined 

the general trends of a scenario after the Covid -19 epidemic, even if susceptible to further developments 

that are not foreseeable to date, due to the significant levels of uncertainty that distinguish the 
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extraordinar y nature of the pandemic. The scenario outlined can be summarised in the forecast of the 

GDP trend in Italy, which could decrease by 8 -11% in 2020 and then recover by 5 -7% in 2021. 

In these circumstances, based on the strategic actions already expressed in  the 2018 -2020 Business Plan 

that still confirm their validity and reside in the resilient business model, oriented to the diversification of 

revenues from core credit activities (to SMEs, private individuals, with particular regard to salary/pension -

backe d loans) and wealth management & protection (with particular regard to the development of non -

motor insurance products), as well as in pursuit of increasingly proactive management of non -performing 

loans and an ever greater operational flexibility in the m anagement of operating costs, we considered 

the latest forecasts for 2020 and 2021 and their prudent extrapolation on the basis (i) of the so -called 

"Covid -19 influenced" macroeconomic scenario, (ii) of managerial actions put in place to counter the 

negati ve economic effects deriving from the pandemic and (iii) of actions which, regardless of the 

context in which the Group operates, pertain to the process of renewal and streamlining of the 

organisational model that the Group recently undertook.  

The consider ations regarding the possible macroeconomic scenario and the structural strengths of the 

Group led to a forecast of positive results in 2020 and 2021 and a gradually more sustained recovery of 

profit in the following years, assuming a cost of risk potentia lly up to about 70 basis points in 2020, taking 

into account the effect of the "credit moratoriums", and up to about 95 basis points in 2021, to then drop 

back to 50 basis points from 2023 onwards.  

Conversely, the mass of contrast and support measures put in place by governments and by the 

supervisory authorities (put briefly: the Liquidity Decree for Italy and opening or announcements of 

measures aimed at limiting capital absorption or impacts on capital ratios) lead to an estimate of much 

greater efficien cy on the part of "risk -weighted assets" already from the current year.  

The reflections on the effects of Covid -19 in updating the trend projections for the time horizon applied, 

led to consider significant impacts on the components of income (commissions in particular), on loan loss 

adjustments and on the costs of sanitation measures and protection from the risk of contagion for 

employees and customers, for the period 2020 -2022, highly concentrated in the current year and in 2021, 

with an extension of the effects still attributable to credit risk in 2022.  

In this regard, the Group promptly launched specific initiatives to combat the negative impacts of the 

pandemic, the beneficial effects of which can be related to these impacts in terms of timing. They fo cused 

mainly on supporting liquidity, by participating in the TLTRO 3 auction on 24 June for Euro 1.2 billion against 

the reimbursement of 800 million of TLTRO 2; on credit support and therefore on the net interest income for 

the assumption of particularly  low risks, based on a consistent moratorium plan, currently realized for 2.9 

billion euro and disbursements of medium -term loans pursuant to the liquidity decree for around 0.4 billion; 

as well as on the renegotiation of the main administrative costs whic h will presumably offset the 

extraordinary costs of sanitation or those caused by the pandemic.  

The results of the impairment tests, described in further detail below in the section on the "Main balance 

sheet and income statement captions", confirmed the r ecoverability of goodwill by highlighting positive 

margins between the value in use of the CGUs and their book values. This circumstance allows us to 

confirm the absence of impairment indicators even after the update of the macroeconomic scenario for 

the C OVID-19 epidemic.  

In the same way, the forward -looking evidence set out above confirms the recoverability of the deferred 

tax assets in the financial statements that do not fall within the scope of Law 214/2011 (the so -called 

"probability test").  
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Impacts of the Covid -19 epidemic on the income statement at 30 June 2020  

With reference to the impacts of Covid -19 on the income statement at 30 June 2020, there is first of all a 

cost of credit linked to the performing portfolio (stage 1 and stage 2) of loans to customers, endorsement 

loans and commitments to disburse funds in the first half of 2020 of Euro 15.0 million, of which Euro 12.0 

million estimated operationally as the exclusive effect of updating the models for implementing the 

macroeconomic forecasts im pacted by Covid -19. To this must be added an increase in the expected loss 

on the securities portfolio equal to Euro 1.3 million, substantially attributable to an increase in the risk 

identified by the model used to calculate expected losses against a subs tantially stable composition of 

the securities portfolio; in addition, there is the recognition of higher operating costs of approximately 1.5 

million euro incurred to deal with the emergency.  

Use of estimates and assumptions in preparing the condensed con solidated interim financial statements  

The preparation of the condensed consolidated interim financial statements requires the use of estimates 

and assumptions that could have a significant impact on the amounts shown in the balance sheet and 

income statement, and on the disclosures provided in  the notes.  

Such estimates involves the use of available information and the adoption of subjective assessments, partly 

based on historical experience, in order to make reasonable assumptions for the recognition of operating 

events. By their nature, these  estimates and assumptions may change from year to year and, therefore, it 

cannot be excluded that the values currently shown here may in future differ because of a change in the 

subjective assessments used.  

The main areas in which the use of subjective es timates and assessments is applied are:  

- the valuation models used for carrying out impairment tests relating to investments and to intangible 

assets with an indefinite useful life (goodwill);  

- quantification of the losses arising from the impairment of loan s and financial assets in general;  

- determination of the fair value of financial instruments for disclosure purposes;  

- the use of valuation models for determining the fair value of financial instruments not quoted in active 

markets;  

- quantification of the pr ovisions for employee benefits and the provisions for risks and charges;  

- estimates and assumptions about the recoverability of deferred tax assets;  

- the valuation of the assets acquired and liabilities taken on at their fair value as part of the business 

co mbination.  

The description of the accounting policies applied to balance sheet captions provides more detailed 

information on the assumptions and subjective assessments used in preparing the condensed 

consolidated interim financial statements.  

Comparabilit y of financial statements   

In accordance with IAS 34, the condensed consolidated interim financial statements have to include not 

only the financial schedules at the reference date, but also comparative figures for the following periods:  

- the balance sheet at the end of the previous year;  

- the income statement, statement of comprehensive income, statement of changes in shareholders' 

equity, cash flow statement for the corresponding period of the previous year.  

Contribution to the Single Re solution Mechanism (SRM) and to the Deposit Guarantee Scheme (DGS)  

The European directives governing the resolution mechanisms of banks belonging to the European Union 
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and the functioning of the deposit guarantee schemes came into force during 2015. In pa rticular:  

- Directive 2014/59/EU (the so -called "Bank Recovery and Resolution Directive" or BRRD) adopted by 

the national law with Legislative Decree 180 of 16 November 2015, defines the resolution rules and 

includes the activation of resolution mechanisms t hrough the establishment of funds financed by ex 

ante contributions; the target level of these funds, which is to be achieved by 31 December 2024, is 

1% of the total amount of protected deposits of the banking system;  

- Directive 2014/49/EU (the so -called "D eposit Guarantee Schemes Directive" or DGSD) adopted by the 

national law with Legislative Decree 30 of 15 February 2016, provides that national deposit protection 

funds (in Italy, the Interbank Deposit Protection Fund or FITD) should raise funds as a propo rtion of the 

guaranteed deposits, to be established by a system of ex -ante funding to reach the target level of 

0.8% of guaranteed deposits by 2024.  

Following notification of the contributions by the competent authorities (Bank of Italy as the resolution  

authority and FITD as the deposit protection authority), the standard and special contributions paid by 

Group banks have been charged to income statement caption "150 b) Other administrative costs", as 

indicated in the Bank of Italy communications dated 1 9 January 2016.  

Domestic tax group election  

The Italian companies of the Banco Desio Group (except for Desio OBG S.r.l., given its status as an  SPV) 

have chosen to be a "domestic tax group" for the years 2018 -2020, governed by arts. 117 -129 of the 

Consolidated Income Tax Law, which was introduced into tax legislation by Legislative Decree no. 

344/2003. This law provides an optional system, under which the total income or tax loss of each subsidiary 

in the tax consolidation - together with withholdings, deductions and tax credits - are transferred to the 

parent company, which then calculates a single taxable income or tax loss to be carried forward  (as 

resulting from the sum of its own taxable income or tax losses and those of the participating subsidiaries) 

and, consequently, a single tax liability or tax credit.  

Legal audit  

These condensed consolidated interim financial statements have been subjected to a limited review  by 

Deloitte & Touche S.p.A., pursuant to the resolution of the Shareholders' Meeting of 26 April 2012.   
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MAIN CAPTIONS IN THE FINANCIAL STATEMENTS 

The accounti ng policies explained below, which were used in preparing this document, comply with the 

IAS/IFRS in force on the reference date and have been applied on a going -concern basis.  

For the purchase and sale of standard financial assets, i.e. contracts for whic h delivery is made in a period 

established by regulations or market conventions, reference is made to the settlement date.  

Financial assets designated at fair value through profit or loss (FVTPL)  

Classification  

Financial assets other than those allocated to Financial assets measured at fair value through other 

comprehensive income  and Financial assets measured at amortised cost  are classified in this category. In 

particular, this caption includes:  

ï financial asset s held for trading, essentially represented by debt and equity securities and the positive 

value of derivative contracts held for trading purposes;  

ï financial assets mandatorily at fair value, represented by financial assets that do not meet the 

requirement s for valuation at amortised cost or at fair value through other comprehensive income. 

These are financial assets whose contractual terms do not provide exclusively for repayments of 

principal and payments of interest on the principal to be repaid (i.e. fa iled to pass the SPPI test) or 

that are not held as part of a business model whose objective is to hold the assets with a view to 

collecting the contractual cash flows (Hold To Collect or "HTC") or whose objective is achieved both 

through the collection of  contractual cash flows and through the sale of financial assets (Hold To 

Collect and Sell or "HTCS");  

ï the financial assets designated at fair value, i.e. the financial assets defined as such at the time of 

initial recognition when the right conditions exi st. In these circumstances, an entity can irrevocably 

designate a financial asset as being measured at fair value through profit or loss, but only if doing so 

eliminates or significantly reduces an inconsistency in measurement.  

In particular, the following  are recognised in this item:  

ï debt securities and loans that are not attributable to the "HTC" or "HTCS" business models (which are 

therefore included in the "Other/Trading" business model) or which do not pass the SPPI test;  

ï capital instruments that do no t qualify as control, association and joint control instruments held for 

trading purposes or which were not designated at fair value through other comprehensive income 

(under the FVOCI option) at the time of initial recognition;  

ï mutual funds.  

The item also includes derivative contracts, recognised as financial assets held for trading, which are 

presented as assets if the fair value is positive and as liabilities if the fair value is negative. It is only possible 

to offset the positive and negat ive current values deriving from transactions in place with the same 

counterparty if there is a legal right to compensate the amounts recognised in the accounts and the 

intention is to proceed with settlement of the positions being offset on a net basis.  

According to the general rules established by IFRS 9 on the reclassification of financial assets (with the 

exception of equities for which no reclassification is allowed), reclassifications to other categories of 

financial assets are not permitted unless th e entity changes its business model for managing financial 

assets. In such cases, which are expected to be highly infrequent, financial assets may be reclassified from 

the category measured at fair value through profit or loss to one of the other two categ ories envisaged 

by IFRS 9 (Financial assets measured at amortised cost  or Financial assets measured at fair value through 
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other comprehensive income ). The transfer value is represented by the fair value at the time of the 

reclassification and its effects a pply prospectively starting from the date of reclassification. In this case, 

the effective interest rate of the reclassified financial asset is recalculated based on its fair value at the 

reclassification date and this date is considered the initial recogn ition date for allocation to the various 

stages of credit risk (stage assignment) for impairment purposes.  

Recognition  

The initial recognition of financial assets takes place at the settlement date for debt securities and equities 

and at the execution date  for derivatives.  

On initial recognition, financial assets measured at fair value through profit or loss are recorded at fair 

value, which corresponds to the amount paid, without considering transaction costs or income directly 

attributable to the instrume nt, which are recorded in the income statement.  

Measurement   

After initial recognition, financial assets designated at fair value through profit or loss continue to be 

measured at fair value. The effects of applying this method of valuation are charged to the income 

statement.  

Market prices are used to determine the fair value of financial instruments quoted on an active market. In 

the absence of an active market, we use generally accepted valuation methods and models, which take 

into account all risk facto rs related to the instruments and which are based on data that can be found on 

the market. For equities not listed on an active market, cost is used as an estimate of the fair value only on 

a residual basis and limited to a few circumstances, i.e. in the c ase of non -applicability of the valuation 

methods, or in the presence of a wide range of possible estimates of fair value, in which cost is the most 

meaningful estimate.  

Derecognition  

Financial assets are only derecognised from the financial statements if the sale involves the substantial 

transfer of all risks and benefits associated with the assets. If, on the other hand, a significant portion of the 

risks and benefits of the assets sold has been retained, they continue to be recorded in the financial 

statements, even though ownership of the assets has effectively been transferred.  

In the event that it cannot be demonstrated that substantially all of the risks and benefits have been 

transferred, the financial assets are derecognised if no form of control ov er them has been retained. By 

contrast, total or partial retention of such control means that the assets are reported in the balance sheet 

to the extent of the residual involvement, as measured by the exposure to changes in the value of the 

assets sold and  changes in their cash flows.  

Lastly, financial assets sold are derecognised if the contractual rights to collect the cash flows are retained, 

with a parallel commitment to pay over all such flows, and only them, to third parties without delay.  

Financial assets valued at fair value through other comprehensive income (FVOCI)  

Classification  

Financial assets that meet both of the following conditions are included in this category:  

ï the financial asset is held according to a business model the objective of which is achieved by 

collecting the cash flows provided for by contract and by selling it (HTCS) and  

ï the contractual terms of the financial asset provide, at certain dates, for financial flows represented 

solely by payments of capital and interest on the a mount of the principal to be repaid (i.e. passing 

the SPPI test). 
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Equity instruments, not held for trading purposes, are also included in this item, so that at the time of initial 

recognition, the option for designation at fair value through other comprehe nsive income (FVOCI option) 

was exercised.  

In particular, the following are recognised in this item:  

ï debt securities classified according to the HTCS business model that have passed the SPPI test;  

ï equity interests, which cannot be qualified in terms of con trol, association and joint control, which are 

not held for trading purposes, for which the option has been exercised for the designation at fair value 

through other comprehensive income ("FVOCI option").  

According to the general rules established by IFRS 9 on the reclassification of financial assets (with the 

exception of equities for which no reclassification is allowed), reclassifications to other categories of 

financial assets are not permitted unless the entity changes its business model for managing f inancial 

assets. In such cases, which are expected to be highly infrequent, financial assets may be reclassified from 

the category measured at fair value through other comprehensive income to one of the other two 

categories envisaged by IFRS 9 ( Financial a ssets measured at amortised cost  or Financial assets measured 

at fair value through profit or loss ). The transfer value is represented by the fair value at the time of the 

reclassification and its effects apply prospectively starting from the date of recla ssification. In the case of 

reclassification from the category in question to that of amortised cost, the cumulative gain (loss) recorded 

in the valuation reserve is adjusted to reflect the fair value of the financial asset at the date of the 

reclassificat ion. On the other hand, in the case of reclassification to the category of fair value through 

profit or loss, the cumulative gain (loss) previously recorded in the valuation reserve is reclassified from 

equity to profit (loss) for the year.  

Recognition  

Initial recognition of financial assets is on the settlement date for debt securities and equities.  

At the time of initial recognition, the assets are accounted for  at fair value through profit or loss, including 

transaction costs or income directly attributable to the instrument.  

Measurement  

After initial recognition, assets classified at fair value through other comprehensive income, other than 

equity securities, a re measured at fair value with recognition to profit or loss of the effects of applying 

amortised cost, the effects of impairment and any foreign exchange effect, while any other gains or losses 

deriving from a change in fair value are recognised in a spec ific equity reserve until the financial asset is 

derecognised. At the time of the total or partial disposal, the gain or loss accumulated in the valuation 

reserve is reversed, in whole or in part, to the income statement.  

Capital instruments for which the choice has been made for classification in this category are valued at 

fair value and the amounts recognised in a specific equity reserve must not subsequently be transferred 

to the income statement, even in the event of sale. The only component referable to the equity 

instruments in question that is recognised in the income statement is the related dividends.  

The fair value is determined on the basis of the criteria already illustrated for Financial assets measured at 

fair value through profit or loss.  

Financial assets valued at fair value through other comprehensive income  are subject to verification to 

see if there has been a significant increase in credit risk (i.e. impairment) as required by IFRS 9, in the same 

way as Assets at amortised cost , with con sequent recognition in the income statement of an adjustment 

to cover expected losses. More specifically, on instruments classified in stage 1 (i.e. financial assets at the 

time of origination, if not impaired, and instruments for which there has not been a significant increase in 

credit risk with respect to the initial recognition date), an expected loss at one year is accounted for at 
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each reporting date. On the other hand, for instruments classified in stage 2 (performing loans for which 

there has been a  significant increase in credit risk compared with the initial recognition date) and stage 3 

(non -performing exposures), an expected loss is recorded for the entire residual life of the financial 

instrument. Equities are not subject to the impairment proce ss. 

Derecognition  

Financial assets are derecognised on the basis of the criteria already explained for Financial assets valued 

at fair value through profit or loss.  

Financial assets measured at amortised cost  

Classification  

This category includes financial  assets (loans and debt securities) that meet both the following conditions:  

ï the financial asset is held according to a business model the objective of which is achieved by 

collecting the cash flows provided for in the contract (HTC), and  

ï the contractual t erms of the financial asset provide, at certain dates, for financial flows represented 

solely by payments of capital and interest on the amount of the principal to be repaid (i.e. passing 

the SPPI test). 

In particular, the following are recognised in this item:  

ï loans to banks in any forms that meet the requirements of the previous paragraph;  

ï loans to customers in any forms that meet the requirements of the previous paragraph;  

ï debt securities that meet the requirements of the previous paragraph.  

According to  the general rules established by IFRS 9 on the reclassification of financial assets, 

reclassifications to other categories of financial assets are not permitted unless the entity changes its 

business model for the management of financial assets. In such c ases, which are expected to be highly 

infrequent, financial assets may be reclassified from the category measured at amortised cost to one of 

the other two categories envisaged by IFRS 9 ( Financial assets measured at fair value through other 

comprehensive income  or Financial assets measured at fair value through profit or loss ). The transfer value 

is represented by the fair value at the time of the reclassification and its effects apply prospectively starting 

from the date of reclassification. Gains or loss es resulting from the difference between the amortised cost 

of the financial asset and the related fair value are recognised in the income statement in the case of 

reclassification between Financial assets valued at fair value through profit or loss  and to  equity, in the 

relevant valuation reserve, in the case of reclassification between Financial assets valued at fair value 

through other comprehensive income . 

Recognition  

Initial recognition of a financial asset takes place on the settlement date for debt s ecurities and on the 

date of disbursement for loans. At the time of initial recognition, the assets are accounted for at fair value, 

including transaction costs or income directly attributable to the instrument.  

In particular, as far as loans are concerned , the disbursement date normally coincides with the date of 

signing the contract. If they do not coincide, a commitment is made at the time of signing the contract 

to provide funds and the commitment ends on the date the loan is disbursed. The credit is re cognised on 

the basis of its fair value, equal to the amount disbursed, or at the subscription price, including the 

costs/income directly attributable to the individual loan and determinable from the origin of the 

transaction, even if settled afterwards.  
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Even if costs have these characteristics, they are excluded if they are to be reimbursed by the borrower 

or can be classified as normal internal administrative costs.  

Measurement  

After initial recognition, the financial assets under review are measured at a mortised cost, using the 

effective interest rate method: the asset is recognised for an amount equal to the initial recognition value 

less any principal repayments, plus or minus the cumulative amortisation (calculated using the effective 

interest rate met hod) of the difference between this initial amount and the amount at maturity (typically 

attributable to costs/income charged directly to the individual asset) and therefore net of any 

adjustments.  

The effective interest rate is determined by calculating the rate that equals the present value of future 

flows of the asset, for both principal and interest, to the amount disbursed including the costs/income 

related to the asset. By using financial logic, this accounting method makes it possible to distribute the 

economic effect of the costs/income directly attributable to the financial asset over its expected residual 

life. 

The amortised cost method is not used for assets (valued at historical cost), the short duration of which 

makes the effect of discounting more or less negligible, for those without a defined maturity and for loans 

that are revocable.  

The measurement criteria are closely linked to the inclusion of the instruments in question in one of the 

three stages of credit risk foreseen in IFRS 9, the l ast of which (stage 3) includes the non -performing financial 

assets, while the others (stages 1 and 2) contain the performing assets.  

As regards the accounting representation of these measurement effects, adjustments to this type of asset 

are recognised in  the income statement:  

ï upon initial registration, for an amount equal to the expected loss at twelve months;  

ï at the time of subsequent measurement of the asset, where the credit risk has not increased 

significantly compared with the initial recognition, in  relation to changes in the amount of adjustments 

for expected losses in the following twelve months;  

ï at the time of subsequent measurement of the asset, where the credit risk has increased significantly 

compared with the initial recognition, in relation t o the recognition of adjustments for expected losses 

referable to the asset's contractual lifetime;  

ï at the time of the subsequent measurement of the asset, where the "significance" of this increase has 

ceased, in relation to the adjustment of the cumulative adjustments to take account of the switch 

from an expected loss over the lifetime of the instrument to one at twelve months.  

The financial assets in question, where they are performing, are subject to an assessment, aimed at 

defining the adjustm ents to be recorded in the financial statements, at the level of individual loan (or 

"tranche"), depending on the risk parameters represented by probability of default (PD), loss given default 

(LGD) and exposure at default (EAD), derived from the internal rating models in use (Credit Rating System) 

appropriately adjusted to take into account the provisions of IFRS 9.  

If, in addition to a significant increase in credit risk, there is also objective evidence of impairment, the 

amount of the loss in value is m easured as the difference between the carrying amount of the asset 

(classified as "non -performing", like all other relationships with the same counterparty) and the present 

value of estimated future cash flows, discounted at the original effective interest  rate. The amount of the 

loss, to be recorded in the income statement, is defined on the basis of an analytical evaluation process 

or determined by homogeneous categories and, therefore, analytically attributed to each position, taking 

into account forward -looking information with the inclusion of possible alternative recovery scenarios 
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("disposal scenario").  

Non -performing assets include instruments classified as doubtful, unlikely to pay or past due by more than 

ninety days in accordance with the rules of  the Bank of Italy, consistent with IAS/IFRS and European 

supervisory standards.  

The expected cash flows take into account the expected recovery times and the presumable realisable 

value of any guarantees.  

The original effective rate of each asset remains unchanged over time, even if a restructuring of the 

relationship has taken place and this has led to a change in the contractual rate, even if the relationship 

becomes, in practice, a non -interest bearing contract.  

If the reasons for making the impairment adjustment cease to apply due to an event occurring after 

recognition of an impairment, the related value is restored and the amount of the write -back is recognised 

in the income statement. The write -back may not exceed the amortised cost that the financia l instrument 

would have had if no adjustments had been made previously.  

Write -backs associated with the passage of time are posted to net interest income.  

Receivables for interest on arrears accrued on non -performing assets are only recorded once they have  

been collected.  

In certain cases, the original contractual conditions are subject to modification by the contract parties 

during the life of assets in question, loans in particular. When, during the course of an instrument's life, the 

contractual clauses are subject to change, it is necessary to check whether the original asset has to 

continue to be recognised in the financial statements or if, on the other hand, the original instrument has 

to be derecognised from the financial statements with a new financ ial instrument taking its place.  

Generally speaking, changes to a financial asset lead to its cancellation and the recognition of a new 

asset when the changes are "substantial". The extent to which a change is "substantial" has to be assessed 

by considerin g both qualitative and quantitative elements. In some cases, it may be obvious, without 

resorting to complex analyses, that the changes substantially modify the characteristics and/or 

contractual flows of a given asset, whereas, in other cases, further ana lyses (including quantitative ones) 

will have to be carried out to appreciate their effects and verify whether or not to go ahead with the 

derecognition of the asset and the recognition of a new financial instrument.  

The qualitative and quantitative analys es to define the "substantial nature" of the contractual changes 

made to a financial asset will have to consider:  

Á the purposes for which the changes were made: for example, renegotiations for commercial reasons 

and concessions for the financial difficultie s of the counterparty:  

ï the  former, aimed at holding on to the customer, involves a debtor who is not in a situation of 

financial difficulty. Cases include all renegotiations that aim to bring the cost of the debt into line 

with market conditions. Such transactions involve a change in the original conditions of the 

contract, usually on the debtor's request, to do with the cost of the loan, leading to an economic 

benefit for the debtor. Generally speaking, it is thought that whenever the bank renegotiates 

loan to avoid losing a custom er, the renegotiation has to be considered substantial, because if 

it was not carried out, the customer could find alternative funding through another intermediary 

and the bank would suffer a decrease in its expected future revenues;  

ï the latter, which are carried out for "reasons of credit risk" (i.e. forbearance measures), are due 

to the bank's attempt to maximise recovery of the original loan's cash flows. As a rule, after the 

changes, the underlying risks and benefits are not substantially transferred, s o the accounting 
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treatment is performed through "modification accounting" - which involves immediate 

recognition in the income statement caption 140. "Profit/losses from contractual changes without 

write -offs" of the difference between the carrying amount of the loan and the present value of 

the new cash flows discounted at the original interest rate - and not through derecognition;  

Á the presence of specific objective elements (known as "triggers") that affect the characteristics 

and/or contractual flows of the financial instrument (such as a change in currency or a change in 

the type of risk to which it is exposed, where it is correlated to parameters of equity and commodity), 

which are considered to involve derecognition because of their impact (expected to  be significant) 

on the original contractual flows.  

Derecognition  

Financial assets are derecognised on the basis of the criteria already explained for Financial assets valued 

at fair value through profit or loss.  

Recognition of items affecting the income s tatement  

Valuation at amortised cost generates in the income statement a deferral of the transaction costs and 

ancillary revenues over the life of the financial asset, rather than impacting the income statement on initial 

recognition.  

The interest that acc rues over time as an effect of discounting non -performing loans is recognised in the 

income statement under interest income.  

The effects of analytical and general assessments are recognised in the income statement.  

The original value of the loan is reinsta ted when the reasons for the write -down cease to apply, recognising 

the effects in the income statement.  

In the case of loans acquired through business combinations, any higher value recorded in the 

consolidated financial statements on initial recognition is released through the income statement over the 

life of the loan, based on the repayment plan, or in full in the year that the loan is repaid.  

Loans subject to fair value hedges, are measured at fair value and changes in value are recognised in 

the incom e statement under "net hedging gains (losses)", in the same way as the changes in fair value of 

the hedging instrument.  

Hedging transactions  

The Banco Desio  Group takes advantage of the possibility, envisaged at the time of the introduction of 

IFRS 9, to continue to fully apply the provisions of accounting standard IAS 39 on the subject of "hedge 

accounting" (in the carved out version approved by the European  Commission) for each type of 

coverage (both for specific hedges and for macro hedges).  

Classification  

Hedging transactions are intended to offset certain risks of potential loss on financial assets or liabilities 

through specific financial instruments, th e use of which is intended to cushion the effects on the income 

statement of the securities being hedged.  

The type of hedge used may be:  

ï fair value hedges (microhedging of fair value): the objective is to hedge the risk of changes in the fair 

value of the  hedged instrument (assets, liabilities or irrevocable commitment not recognised subject 

to changes in fair value attributable to a particular risk that may affect the income statement, 

including exchange rate risk);  
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ï cash -flow  hedges: the objective is to hedge the change in cash flows attributable to specific risks of 

the instrument (assets, liabilities or highly probable scheduled transaction exposed to changes in cash 

flows attributable to a particular risk that may affect th e income statement).  

Recognition  

Derivatives, including hedging instruments, are initially recognised and then measured at fair value.  

The recognition of hedging transactions assumes:  

ï the involvement of counterparties outside the Banco Desio Group;  

ï a speci fic designation and identification of financial hedging and hedged instruments used for the 

transaction;  

ï definition of the risk management objectives being pursued, specifying the nature of the risk being 

hedged;  

ï passing the effectiveness test at the begin ning of the hedging relationship and prospectively, with 

specific measurement procedures and frequency;  

ï preparation of formal documentation of the hedging relationship.  

Measurement   

A hedging transaction is defined as effective if the changes in fair value  (or future cash flows) of the 

hedging instrument offset the changes in the financial instrument being hedged within the 80% -125% limits 

laid down in IAS 39.  

Effectiveness tests are performed at each annual or interim balance sheet date, both in retrospect ive 

terms, to measure the actual results, and in prospective terms, to demonstrate the expected efficacy for 

future periods.  

If the tests do not confirm the effectiveness of the hedge and, depending on corporate policy, hedge 

accounting is interrupted from  that moment, the hedging derivative is reclassified under trading 

instruments and the hedged instrument reacquires the method of valuation corresponding to its 

classification in the financial statements.  

Recognition of items affecting the income statement  ð Fair value hedges  

The contra -entries to changes in the fair value of hedging derivatives and of the financial instruments 

being hedged (to the extent attributable to the hedged risk) are recorded in the income statement.This 

provision applies even when the hedged item is measured at cost.  

Such offsetting is booked through the recognition in the income statement under item 90 "Net hedging 

gains (losses)" of changes in the value of both the hedged element (as regards the changes produced 

by the underlying risk factor) and the hedging instrument. Any difference determines the consequent net 

economic effect.  

Recognition of items affecting the income statement ð Cash -flow hedges  

The gain or loss on the hedging instrument has be treated as follows:  

ï the share of  the gain or loss defined as effective is recorded in equity as a contra -entry to the 

valuation reserves;  

ï the ineffective portion of the hedge is booked to the income statement.  

In particular, equity has to include the lower of the total gain or loss on t he hedging instrument from the 
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start of it and the overall change in fair value (present value of expected cash flows) on the hedged 

element from the beginning of the hedge. Any remaining gain or loss on the hedging instrument or the 

ineffective portion is  recognised in the income statement.  

Derecognition  

The recognition of hedging transactions is interrupted when it no longer meets the criteria of effectiveness, 

when they are revoked, when the hedging instrument or the hedged instrument expire, or when the y are 

cancelled or sold.  

If the instrument being hedged is subject to valuation at amortised cost, the difference between the fair 

value determined at the date of "discontinuing" (interruption of the hedging relationship) and the 

amortised cost is spread over its residual life.  

Equity investments  

Classification  

The item includes the interests held in associates or companies subject to joint control. The other minority 

holdings follow the treatment envisaged by IFRS 9, they are classified as Financial  assets valued at fair 

value through profit or loss (FVTPL)  or Financial assets valued at fair value through other comprehensive 

income (FVOCI).  

The companies in which the Banco Desio Group holds at least 20% of the voting rights (including "potential" 

vot ing rights) or in which, despite having a lower share of rights, it has the power to participate in the 

determination of the financial and management policies of the investee by virtue of particular legal links 

such as participation in syndicated agreement s, are considered companies subject to significant 

influence (i.e. associates).  

Joint ventures are those companies, for which, on a contractual basis, Banco Desio Group and one or 

more other parties share control, or for which decisions their key activitie s require unanimous consent of 

all the parties that share control.  

Recognition  

Equity investments are recognised on the settlement date. Initial recognition is at cost, including directly 

attributable ancillary costs. Investments in foreign currency are tr anslated into euro at the exchange rate 

ruling on the settlement date.  

Measurement  

Subsequent to initial recognition, equity investments are measured at cost.  

At each balance sheet date, tests are carried out to see if there is objective evidence that the  investment 

has suffered an impairment loss.  

Impairment occurs when the carrying amount of the asset exceeds its recoverable value, this being the 

greater of the net selling price (i.e. the amount obtainable from the sale of the asset in a hypothetical 

tra nsaction between independent parties, net of disposal costs) and its value in use (i.e. the present value 

of the cash flows expected to be derived from continuing use and disposal of the asset at the end of its 

useful life).  

On completion of impairment tes ting, in accordance with internal policy, stress tests are also performed 

on certain key parameters used in the valuation model in order to reduce the recoverable amount to the 

carrying amount.  

As required by IAS 36, impairment testing is performed annuall y; moreover, at each interim reporting date, 

steps are taken to verify whether conditions exist that would require impairment tests to be repeated: in 
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particular, monitoring is performed of qualitative and quantitative indicators of presumed impairment of 

an investment (trigger event).  

Any impairment write -downs are charged to the income statement.  

If the reasons for making the impairment adjustment cease to apply due to an event occurring after 

recognition of an impairment, the related asset is written bac k and the amount of the write -back is 

recognised in the income statement.  

Derecognition  

Equity investments are derecognised when the contractual rights on cash flows from financial assets expire 

or when they are sold, substantially transferring all the ris ks and benefits of ownership.  

Recognition of items affecting the income statement  

Dividends are recognised  when the right to collect them is established. Gains/losses on disposal are 

determined based on the difference between the carrying amount of the investment measured at 

weighted average cost and the purchase price, net of directly attributable transaction  costs. 

Property, plant and equipment  

Classification  

Property, plant and equipment include land, buildings, artistic assets, equipment, furniture and fittings and 

other office equipment. These consist of tangible fixed assets held for use in the provision of services (used 

for business purposes) and for rental to third parties (investment property) and for which it is deemed that 

they will be used for more than one financial year. This also includes the rights to use acquired through 

leasing and relating to  the use of a tangible asset (for lessee companies), the assets granted under 

operating leases (for lessor companies).  

Recognition  

Property, plant and equipment are initially recorded at purchase price, including all attributable costs of 

purchasing and br inging the asset to working condition.  

On first-time adoption of IAS/IFRS, we made use of the exemption provided by art. 16 of IFRS 1, opting to 

assess property at fair value as the deemed cost at 1 January 2004. After that date, buildings have been 

valued  at cost.  

Extraordinary maintenance costs are attributed to the assets to which they relate. Routine maintenance 

costs are charged directly to the income statement.  

In application of IFRS 16, leases are accounted for on the basis of the right of use model , so that, at the 

initial date, the lessee has a financial obligation to make payments due to the lessor to compensate for 

his right to use the underlying asset during the period of the lease.  

When the asset is made available to the lessee for its use (in itial date), the lessee recognizes both the 

liability and the asset consisting of the right of use.  

Measurement  

Property, plant and equipment are shown at purchase cost, including ancillary expenses, less 

accumulated depreciation and any impairment losses,  with the exception of assets used in business and 

valuable works of art, which are measured according to the value re -determination method.  

For property, plant and equipment measured according to the value re -determination method:  

- if the carrying amount o f an asset is increased following re -determination of the value, the increase 
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must be recognized in other components in the statement of comprehensive income and booked 

to equity in the revaluation reserve; on the other hand, if a decline in the value of a n asset, previously 

recognized in the income statement, is recovered, the write -back has to be recognized as income;  

- if the carrying amount of an asset is reduced following re -determination of its value, the decrease 

must be recognized in other components in the statement of comprehensive income as a 

revaluation excess, assuming that there is already a positive valuation reserve for this asset; 

otherwise, this decrease must be recorded in the income statement.  

Property, plant and equipment are systematicall y depreciated, on a straight -line basis at rates that reflect 

the residual useful life of the asset in question. Exceptions are made for land and works of art, which are 

not subject to depreciation because of the uncertainty of their useful life, and in vi ew of the fact that 

normally their value is unlikely to fall over time. Extraordinary maintenance costs are capitalised and 

depreciated over the residual useful life of the assets to which they relate.  

Impairment tests are performed on an annual basis. If  it is ascertained that the carrying amount of an asset 

is higher than its recoverable value, the carrying amount is adjusted as appropriate in the income 

statement.  

If the reasons for recognising an impairment loss cease to apply, the asset is written ba ck but without 

exceeding the carrying amount that the asset would have had (net of depreciation) if no impairment 

losses had been recognised in prior years.  

With reference to the right of use, accounted for on the basis of IFRS 16, it is measured using the cost model 

in accordance with IAS 16 - Property, plant and equipment; in this case, the asset is subsequently 

depreciated and subjected to impairment testing if any indications of impairment arise.  

Derecognition   

Property, plant and equipment are derecognised on disposal.  

Recognition of items affecting the income statement  

Depreciation and impairment losses, if any, are recognised in the income statement as net adjustments 

to property, plant and equipment.  

Intangible assets  

Classification  

Intangi ble assets include goodwill, compensation for abandonment of leasehold premises and software 

purchase costs. The rights to use acquired under the lease and relating to the use of an intangible asset 

(for the lessees) are also included, as are the assets gr anted under operating leasing (for the lessors). 

Restructuring costs of properties not owned (i.e. "leasehold improvements") are recorded under Other 

assets. 

Recognition  

Goodwill is the positive difference between the purchase cost and the fair value of as sets and liabilities 

acquired in business combinations. It is booked to intangible assets when it is actually representative of 

future economic benefits generated by the assets acquired.  

Other intangible assets are stated at cost and are only recognised i f they meet the requirements of 

independent identifiability and separation from goodwill, probable realisation of future economic benefits 

and reliable measurability of cost.  

Measurement  

Intangible assets are recognised in the balance sheet at purchase co st, including ancillary charges, less 
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the amount of accumulated amortisation and impairment losses, if any.  

Amortisation is calculated on a straight -line basis at rates that reflect the residual useful life of the asset in 

question.  

Goodwill is not amort ised as it is considered to have an indefinite useful life; instead, it is subjected annually 

to an impairment test. The cash -generating unit to which the goodwill was allocated is identified for this 

purpose. Within the Banco Desio Group, the cash -generat ing units (CGU) correspond to the legal entities.  

The amount of any impairment loss is determined as the amount by which the goodwillõs carrying value 

exceeds its recoverable amount. The recoverable amount is the higher of the cash -generating unitõs fair 

value, net of any selling costs, or its related value in use.  

Any impairment write -downs are charged to the income statement, with no possibility of a subsequent 

write -back.  

Compensation for abandonment of leasehold premises is amortised at rates based on the duration of the 

lease contract (renewal included).  

Derecognition  

Intangible assets are derecognised on disposal or when no future economic benefits are expected from 

them.  

Recognition of items affecting the income statement  

Amortisation and impairment  losses, if any, are recognised in the income statement as net adjustments to 

intangible assets.  

Adjustments to leasehold improvements are recognised in the income statement under other operating 

charges.  

Current and deferred taxation  

Income taxes for the year are calculated by estimating the amount of tax due on an accrual basis, in a 

manner consistent with the recognition in the financial statements of the costs and revenue that 

generated the taxation in question.  In addition to curr ent taxes, calculated according to current tax rules, 

deferred taxation, arising as a result of timing differences between the amounts recorded in the financial 

statements and the corresponding tax bases, is also recognised. Taxes therefore reflect the bal ance of 

current and deferred taxation on income for the period.  

Deferred tax assets are recognised  when their recovery is probable, i.e. when it is expected that there will 

be sufficient future taxable income to recoup the asset. They are shown in the balance sheet under 

caption Deferred tax assets . 

Conversely, deferred tax liabilities are shown on the  liabilities side of the balance sheet under caption 

Deferred tax liabilities.  

In the same way, current taxes not yet paid at the balance sheet date are shown under Current Tax 

Liabilities.  In the event of the payment of advances that exceed the final amo unt due, the amount 

recoverable is shown under Current Tax Assets . 

If deferred tax assets and liabilities relate to transactions that were recognised directly in equity without 

passing through the income statement, these are recorded with a contra -entry to  the appropriate equity 

reserve (e.g. valuation reserve).  
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Provision for termination indemnities  

Measurement  

The provision for termination indemnities is recorded in the financial statements using actuarial techniques.  

The evaluation is carried out by inde pendent external actuaries according to the accrued benefit 

method, using the Projected Unit Credit Method. This amount represents the present value, calculated 

from a demographic/financial point of view, of benefits payable to employees (termination indem nities) 

for the period of service already accrued, which is obtained by re -proportioning the total present value 

of the obligation to the period of service already rendered at the valuation date, taking into account the 

likelihood of resignations and reque sts for advances.  

To determine the discount rate, reference is made to an index which represents the yield on a basket of 

high quality corporate bonds in the same currency used for payment of the benefits due to employees. 

In line with prevalent practice, an "AA" class index was selected.  

Recognition of items affecting the income statement  

The provision for termination indemnities arising from the actuarial valuation, as allowed by IAS 19, is 

recorded as a contra -entry to the valuation reserves for the comp onent of actuarial gains (losses) and in 

the income statement under provisions for other components such as accrued interest due to the passage 

of time (discounting).  

Provisions for risks and charges  

Provisions for risks and charges for commitments and guarantees given  

The sub-item of provisions for risks and charges in question includes the credit risk provisions to cover 

commitments to disburse funds and guarantees issued that fall within the scope of application of the 

impairment rules under IFRS 9. I n these cases, in principle, we adopt the same methods of allocation 

between the three stages of credit risk and the same methods of calculation of expected loss with 

reference to financial assets measured at amortised cost or at fair value through other c omprehensive 

income.  

Other provisions for risks and charges  

Provisions for risks and charges include provisions made to cover ongoing obligations that are related to 

work relationship or disputes, also tax disputes, that are the result of past events, for the settlement of which 

it is probable that there will be an outflow of resources that can be reliably estimated.  

Provisions represent the best estimate of the future cash flows needed to settle the obligation at the 

balance sheet date. In cases where the  effect of time is a significant factor, the amounts provided are 

discounted, taking into account when the obligation is likely to fall due. The discount rate reflects the 

current value of money, taking into consideration the risks specific to the liabilit y. 

The evaluation of long -service bonuses to employees is made by independent external actuaries and 

follows the same logic as described above for calculating the provision for termination indemnities. 

Actuarial gains and losses are recognised immediately in the income statement.  

Recognition of items affecting the income statement  

Provisions are charged to the income statement.  

The effects arising from the passage of time for the discounting of future cash flows are recorded in the 

income statement under p rovisions. 
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Financial liabilities measured at amortised cost  

Classification  

Due to banks , Due to customers  and Debt securities in issue  include the various forms of interbank and 

customer funding, repurchase agreements with the obligation to repurchase in the future and deposits 

made through certificates of deposit, bonds and other instruments collection fund, net of any repurchased 

amoun ts. The payables recorded by the company as a lessee in the context of leasing transactions are 

also included.  

Recognition  

Initial recognition of these financial liabilities takes place on the date of the contract, which normally 

coincides with receipt of the amounts collected or on issue of the debt securities. Initial recognition is at 

the fair value of the liability, usually equal to the amount received or the issue price, plus any costs or 

income directly attributable to the individual funding operation  or issue. 

Measurement  

Subsequent to initial recognition, financial liabilities are measured at amortised cost using the effective 

interest rate method. Exceptions to this are short -term liabilities, for which the time factor is negligible, which 

remain re corded for the amount collected. Lease payables are revalued when there is a lease 

modification (e.g. a change in the scope of the contract), which is not accounted for/considered as a 

separate contract.  

Derecognition  

Financial liabilities are derecognised  on expiration or termination. Repurchasing bonds issued previously 

also results in their derecognition; the difference between the carrying amount of the liability and the 

amount paid to repurchase it is recognised in the income statement.  

The re-placemen t of own securities previously repurchased is considered a new issue recognised at the 

new placement price.  

Financial liabilities held for trading  

Recognition and classification  

The financial instruments included in this caption are recognised on the subsc ription date or on the date 

of issue at an amount equal to the fair value of the instrument, without considering transaction costs or 

income directly attributable to the instrument concerned.  

This caption includes, in particular, trading derivatives with a  negative fair value.  

Measurement and recognition of items affecting the income statement  

Financial liabilities held for trading  are measured at fair value, booking the effects to the income 

statement.  

Derecognition  

Financial liabilities held for trading  are derecognised when the contractual rights to the related cash flows 

expire or when the financial liability is sold with the substantial transfer of all the risks and benefits that 

derive from owning it.  
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Currency transactions  

Recognition  

Foreign currency transactions are recorded at the time of initial recognition, in the bank's functional 

currency, by applying to the exchange rate in force on the date of the transaction.  

Measurement  

At each annual or interim balance sheet date, items in f oreign currency are valued as follows:  

ï monetary items are converted at the exchange rate ruling at the balance sheet date;  

ï non -monetary items are measured at cost and are converted at the exchange rate on the date of 

the transaction;  

ï non -monetary items mea sured at fair value are converted at the exchange rate ruling on the 

balance sheet date.  

Recognition of items affecting the income statement  

Exchange differences arising on settlement of monetary amounts or on the conversion of monetary items 

at rates other than those of initial conversion, or conversion of the previous financial statements, are 

recorded in the income statement in the period in  which they arise.  

When a profit or loss relating to a non -monetary element is recognised in equity, the exchange difference 

relating to this element is also recognised in equity. On the other hand, when a profit or loss is recognised 

in the income statem ent, the related exchange difference is also recorded in the income statement.  

Other information  

Valuation reserves  

This caption includes valuation reserves of financial assets valued at fair value through other 

comprehensive income (FVOCI), derivative contracts to hedge cash flows, valuation reserves created 

under special laws in past years and reserves for the actuarial valuation of employee benefits under IAS 

19. They also include the effects of the application of fair value as the deemed cost of prop erty, plant and 

equipment upon first -time adoption of IAS/IFRS.  

Recognition of costs and revenues  

Revenues are recognised:  

ï at a specific moment when the entity fulfils the obligation to transfer the promised asset or service to 

the customer, or  

ï over time,  as the entity fulfils its obligation to transfer the promised asset or service to the customer.  

The asset is transferred when, or during the period in which, the customer acquires control. In particular:  

ï interest expense is recognised on a pro -rata basis at the contractual interest rate or, in the case of 

application of amortised cost, at the effective interest rate. Interest income (expense) also includes 

positive (negative) differentials or margins on financial derivatives accrued at the date of the 

fina ncial statements:  

a)  hedging assets and liabilities that generate interest;  

b)  classified in the balance sheet in the trading book, but operationally linked to assets and/or 

liabilities measured at fair value (fair value option);  

c)  operationally linked to assets a nd liabilities classified as held for trading and providing for the 
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settlement of differentials or margins on several maturities.  

Note that interest income (or interest expense) in the financial statements also includes amortisation 

for the year of the fai r value differences measured with reference to business combinations, due to 

the greater or lesser profitability accorded to assets classified as receivables and liabilities classified 

as payables and debt securities in issue. However, in the event of term ination of these loans (acquired 

as the result of a business combination), any higher book value recorded in the financial statements 

on initial recognition gets fully released through profit and loss in the year that the loan is repaid (as 

Net adjustments  for credit risk relating to financial assets measured at amortised cost ); 

ï default interest, which may be provided by contract, is recognised in the income statement only 

when actually collected;  

ï dividends are recognised in the income statement when distribution has been approved;  

ï commission income from services is recognised based on contractual agreements during the period 

in which the services are rendered. The fees and commissions considered in amortised cost for the 

purpose of determining the eff ective interest rate are booked as interest;  

ï revenues from trading in financial instruments, determined by the difference between the transaction 

price and the fair value of the instrument, are booked to the income statement on recognition of the 

transacti on, if the fair value can be determined with reference to parameters or recent transactions 

observable in the same market in which the instrument is traded (Level 1 and Level 2 of the fair value 

hierarchy). If these values cannot easily be determined or ha ve a reduced level of liquidity (Level 3), 

the financial instrument is recognised for an amount equal to the transaction price, net of the trading 

margin; the difference with respect to the fair value is booked to the income statement over the 

duration of the transaction through a progressive reduction in the valuation model of the corrective 

factor linked to the reduced liquidity of the instrument;  

ï gains/losses from trading in financial instruments are recognised in the income statement on 

completion of t he sale, based on the difference between the consideration paid or received and 

the carrying amount of the instruments;  

ï revenues from the sale of non -financial assets are recognised on completion of the sale, i.e. when the 

obligation towards the customer i s fulfilled.  

Costs are recognised in the income statement according to the accruals principle; the costs related to 

obtaining and fulfilling contracts with customers are recognised in the income statement in the periods in 

which the related revenues are r ecorded. If costs and revenues can be associated in a generic and 

indirect way, costs are allocated systematically to several periods with rational procedures. Costs that 

cannot be associated with income are booked immediately to the income statement.  

Note  that the contributions to the Single Resolution Mechanism (SRM) and the Deposit Guarantee Scheme 

(DGS) are recognised in the income statement under caption "180 b) Other administrative costs", taking 

into account the recommendations of IFRIC 21 and the Ba nk of Italy communication of 19 January 2016. 

In particular, the contribution (DGS) is accounted for when the "obligating event" takes place, based on 

the provisions of the new Articles of Association of the Interbank Deposit Protection Fund, under which t he 

Fund builds up financial resources until the target level is reached through the ordinary contributions of 

the banks that are members at 30 September of each year.  

Finance leases  

Assets leased to others under finance leases are shown as receivables, for  an amount equal to the net 

investment of the lease. The recognition of financial income reflects a constant periodic rate of return.  
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Securitisations  

Exposures to the securitisation (in the form of junior securities or deferred purchase price) are allocated to 

Financial assets measured at fair value through profit or loss. However, if the relationship between the 

originator and the special purpose vehic le (or the separate assets managed by it) comes within the 

definition of control 8 introduced by IFRS 10, it is included in the Banco Desio Group's scope of consolidation.  

According to the breakdown by type, Financial assets measured at amortised cost inclu de loans to 

customers involved in securitisations subsequent to 1 January 2004, which do not have the requisites under 

IFRS 9 for derecognition from the financial statements, or transactions with which loans are assigned to the 

special purpose vehicle and in which, even if there is formal transfer of legal title to the loans, control over 

the cash flows deriving from them and the substantial risks and benefits are maintained.  

Against these loans and receivables, the consideration received for their sale, ne t of securities issued by 

the special purpose vehicle and repurchased by the originator, is allocated to Financial liabilities 

measured at amortised cost.  

 

  

                                                 
8 Under this definition, an investor controls an entity subject to investment when the investor has power over its key assets, is 

exposed to variable returns resulting from the relationship with the entity and has the ability to affect those returns by ex ercising 

power over it.  
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Qualitative information  

The accounting standard IFRS 13 "Fair Value Measurement" defines fair value as the price that would be 

received for the sale of an asset or that would be paid to transfer a liability in a regular transaction 

between market participants ( the òexit price ó). The definition of fair value provided by IFRS 13 makes it 

clear that fair value measurements are market based and not entity specific.  

This standard introduced disclosure requirements about fair value measurements and the inputs used for 

the measurement o f assets and liabilities that are measured at fair value on a recurring or non -recurring 

basis after initial financial statement recognition, as well as about the effect on comprehensive income of 

fair value measurements of instruments using effective unob servable inputs.  

When a price for the same asset or a liability cannot be found, the fair value is estimated by applying a 

valuation technique that maximises the use of relevant observable inputs and minimises the use of 

unobservable inputs.  

As required b y IFRS 13 and for the purpose of determining the fair value of OTC derivatives, counterparty 

risk needs to be considered.  

The fair value hierarchy provides for 3 levels. The hierarchy gives the highest priority to (unadjusted) quoted 

prices in active mark ets for identical assets or liabilities (Level 1 inputs) and the lowest priority to 

unobservable inputs (Level 2 and 3 inputs). The fair value hierarchy prioritises the inputs to valuation 

techniques, not the valuation techniques used to measure fair value . A fair value measurement 

developed using a present value technique might be categorised within Level 2 or Level 3, depending on 

the inputs that are significant to the entire measurement and the level of the fair value hierarchy within 

which those inputs are categorised.  

Fair value measurement with use of Level 1 inputs  

The fair value falls within Level 1 if determined based on quoted prices (unadjusted) in active markets for 

identical assets or liabilities that the entity can access at the measurement date. A price quoted in an 

active market provides the most reliable ev idence of fair value and, when available, should be used 

without any adjustments.  

An active market is a market in which transactions for an asset or liability take place with sufficient 

frequency and volume to provide pricing information on an ongoing bas is.  

The fundamental elements are the following:  

- Identification of the principal market  for the asset or liability or, in the absence of a principal market, 

the most advantageous market for the asset or liability;   

- the  ability of the entity to carry out a transaction in the asset or liability at the price of that market on 

the valuation date.  

The principal market is the market with the greatest volume and level of activity for the asset or liability. In 

the absence the reof, the most advantageous market is the market that maximises the amount that would 

be received to sell the asset or minimises the amount that would be paid to transfer the liability.  

Levels of fair value 2 and 3: valuation techniques and inputs used  

The fair value of financial assets and liabilities is measured by using valuation techniques that take into 

account the characteristics of the financial instrument being measured.  

For Level 2  of the fair value hierarchy, the fair value is determined by using  a valuation price from an 

external information provider or a price calculated using internal valuation techniques that use directly or 

indirectly observable inputs for the asset or liability and include:  
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- prices quoted for similar assets or liabilities in active markets;  

- prices quoted for identical or similar assets or liabilities in markets that are not active;  

- inputs other than quoted prices that are observable for the asset or liability, for example:  

o interest rates and yield curves observable at commo nly quoted intervals;  

o implied volatilities;  

o credit spreads;  

- inputs that are derived principally from or corroborated by observable market data by correlation or 

other means ("market -corroborated inputs").  

For Level 3 of the fair value hierarchy, unobservable inputs are used for the asset or liability. Use of these 

inputs, including those from internal sources, is allowed if there is no observable market information to help 

make estimates; they should reflect the assump tions that market participants would make in determining 

the price.  

For Level 3  of the fair value hierarchy and with specific reference to OTC derivatives in foreign currencies, 

the input relating to credit spread for non -institutional customers is provid ed by an internal rating model 

which categorises each counterparty in risk classes with the same probability of insolvency.  

Also worth noting is the application of the Credit Value Adjustment (CVA) model for OTC derivatives, in 

order to highlight the impac t of the counterparty's credit quality, an intrinsic factor in the pricing of bonds, 

but not of derivatives. The method applied consists of determining the fair value by discounting the 

derivative's positive Mark to Market (MTM) over the residual life of t he instrument using the weighted credit 

spread.  

On the other hand, as regards OTC derivatives with a negative MTM, the model applied is the Debit Value 

Adjustment (DVA), with the aim of highlighting, for the Bank, the impact of its own creditworthiness. The 

model applies the same formula of discounting the CVA to the negative value (MTM) of the derivative 

including the credit spread of the Bank.  

It should be noted that, in the application of both models (CVA and DVA) and for the purpose of 

determining the  impact of the counterparty's credit quality, or the quality of its credit rating, account has 

been taken of the effect of reducing credit risk in the presence of collateralisation agreements (CSA).  

The fair value of non -financial assets and liabilities (r eceivables and payables) is determined using the DCF 

(discounted cash flow) method; the currently used module permits consistent integration in fair value 

measurement of market factors, financial characteristics of the transaction and credit risk component s.      

With reference to "assets and liabilities not valued at fair value or measured at fair value on a non -recurring 

basis" for which the fair value is provided solely for the purpose of the explanatory notes, we would point 

out the following:  

ï for loans  and receivables, the fair value is calculated for performing positions beyond the short term 

using the valuation technique that envisages the discounting of expected cash flows, considering, at 

the free risk rate, the credit risk of the relationship (in t erms of PD and LGD measured by the internal 

rating models in use), while for non -performing and short -term performing positions, the carrying 

amount is considered a reasonable approximation of the fair value. In general, they are classified in 

Level 3, exc ept in the case where the significance of the observable inputs compared with the entire 

assessment is higher than a predetermined threshold (Level 2), or in the event of assets held for sale or 

transactions being completed at the reference date (Level 1) Taking into account the current context 

of the credit market, with particular reference to non -performing loans, this fair value (Level 2 and 3), 
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determined taking into account multi -scenario assumptions that provide for the combination between 

internal ma nagement and so -called "disposal scenarios", may not represent the potential exit price 

because of a certain margin of uncertainty, which is in any case inherent in the various components 

making up the price considered by a potential third -party purchaser;  

ï debt and certificates of deposit issued by Group banks are measured at book value, which represents 

a reasonable approximation of their fair value (Level 3);  

ï for bonds issued by Group banks, the fair value  is measured according to the discounting of futu re 

cash flows and applying a credit spread ( Level 2 ); 

ï investment property: fair value is estimated through the use of property market information sources, 

appropriately adjusted based on parameters such as location, size, age, intended use and 

maintenance and based on value estimates performed by external independent experts ( Level 3 ). 

Process and sensitivity of valuations  

Valuation techniques and inputs selected are applied consistently, except where events take place that 

require them to be replaced or mo dified, such as: new markets develop, new information becomes 

available, information previously used is no longer available or valuation techniques improve.  

The measurement process for financial instruments consists of the phases summarised below:  

ï for each  asset class, market inputs are identified as well as the manner in which they have to be 

incorporated and used;  

ï the market inputs used are checked to ensure they are worthy of use in the valuation techniques 

employed;  

ï the  valuation techniques used are compared with market practices to identify any critical issues and 

to determine if any changes need to be made to the valuations.  

For financial instruments that are measured at fair value on a recurring basis and which are ca tegorised 

as level 3, no sensitivity analysis is provided due to their nature and the immateriality of the amounts 

involved, except for the below description.  

Fair value hierarchy  

For financial assets and liabilities measured at fair value on a recurring b asis, their categorisation within the 

aforementioned fair value hierarchy levels reflects the significance of the inputs used for the valuation.  

If the market for assets and liabilities no longer qualifies as active, then the valuation technique and input s 

are changed and the assets and liabilities are categorised within a lower level of the fair value hierarchy.  

A valuation technique is used consistently from period to period, except where circumstances arise that 

necessitate the use of a more appropriate  technique, such as the development of new markets, the 

availability of new information or a change in market conditions. This could lead to assets and liabilities 

measured at different dates being categorised in a different fair value hierarchy.  

The polic y for the determination of the levels is applied on a monthly basis  

Other information  

There is nothing to add to the information that has been previously disclosed.   
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Quantitative information  

Fair value hierarchy  

A.4.5.1 Assets and liabilities measured at fair value on a recurring basis: breakdown by level of fair value  

       

          

  30.06.2020 31.12.2019 

Financial assets/liabilities designated at fair value  L1 L2 L3 L1 L2 L3 

1. Financial assets designated at fair value through profit or loss  22,973  2,154  17,566  22,255  860  20,948  

a)  Financial assets held for trading  2,612  1,294  566  4,457  -  1,350  

b) Financial assets designated at fair value  -  -  -  -  -  -  

c) Other financial assets mandatorily at fair value  20,361  860  17,000  17,798  860  19,598  

2. Financial assets designated at fair value through other 

comprehensive income  
451,085  67,865  3,143  509,364  47,267  3,003  

3. Hedging derivatives  -  -  -  -  1  -  

4. Property, plant and equipment  -  -  -  -  -  -  

5. Intangible assets  -  -  -  -  -  -  

Total 474,058  70,019  20,709  531,619  48,127  23,951  

1. Financial liabilities held for trading  -  7,253  476  -  6,874  1,264  

2. Financial liabilities designated at fair value through profit or loss  -  -  -  -  -  -  

3. Hedging derivatives  -  1,914  -  -  2,157  -  

Total -  9,167  476  -  9,031  1,264  

          
Key 

L1 = Level 1 

L2 = Level 2 

L3 = Level 3 

 

Investments valued on the basis of  unobservable inputs (Level 3) are a very limited share of financial assets 

measured at fair value (3.67% compared with 3.97% at end -2019). 

These equity investments are mainly represented by non -controlling interests classified under òFinancial 

assets measured at fair value through other comprehensive incomeó. 

At 30 June 2020, the impact of applying the Credit Value Adjustment and Debit Value Adjustment to the 

balance sheet values has not been calculated as all outstanding derivative contracts are backed by  

collateral agreements with counterparties to mitigate credit risk (CSA agreements).  
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A.4.5.2 Annual changes in financial assets measured at fair value on a recurring basis (Level 3)  

                  

  

Financial assets designated at fair value through profit or loss  

Financial assets 

measured at 

fair value 

through other 

comprehensive 

income  

Hedging 

derivatives  

Property, 

plant and 

equipment  

Intangible 

assets 

Total 

of which: a) 

Financial 

assets held 

for trading  

of which: 

b) 

Financial 

assets 

designated 

at fair 

value  

of which: c) Other 

financial assets 

mandatorily at fair 

value  

1. Opening balance  20,948  1,350  -  19,598  3,003  -  -  -  

2. Increases  1,127  742  -  385  140  -  -  -  

2.1. Purchases  176  176  -  -  140  -  -  -  

2.2. Profits posted to:  951  566  -  385  -  -  -  -  

2.2.1. Income statement  951  566  -  385  -  -  -  -  

- of which: capital gains  586  566  -  20  -  -  -  -  

2.2.2. Shareholders' equity  -  X X -  -  -  -  -  

2.3. Transfers from other levels  -  -  -  -  -  -  -  -  

2.4. Other increases  -  -  -  -  -  -  -  -  

3. Decreases  4,509  1,526  -  2,983  -  -  -  -  

3.1. Sales 176  176  -  -  -  -  -  -  

3.2. Redemptions  22  -  -  22  -  -  -  -  

3.3. Losses posted to:  2,278  1,350  -  928  -  -  -  -  

3.3.1. Income statement  2,278  1,350  -  928  -  -  -  -  

- of which: capital losses  2,278  1,350  -  928  -  -  -  -  

3.3.2. Shareholders' equity    X X -  -  -  -  -  

3.4. Transfers from other levels  -  -  -  -  -  -  -  -  

3.5. Other decreases  2,033  -  -  2,033  -  -  -  -  

4. Closing balance  17,566  566  -  17,000  3,143  -  -  -  
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A.4.5.3 Annual changes in financial liabilities at fair value (Level 3)  
    

 

Financial 

liabilities held for 

trading  

Financial 

liabilities 

designated at 

fair value 

through profit 

or loss 

Hedging 

derivatives  

1. Opening balance  1,264 - - 

2. Increases  476 - - 

2.1 Issues - - - 

2.2. Losses posted to:  476 - - 

2.2.1. Income statement  476 - - 

- of which: capital losses  476 - - 

2.2.2. Shareholders' equity   - - 

2.3. Transfers from other levels  - - - 

2.4. Other increases  - - - 

3. Decreases  1,264 - - 

3.1. Redemptions  - - - 

3.2. Repurchases  - - - 

3.3. Profits posted to:  1,264 - - 

3.3.1. Income statement  1,264 - - 

- of which: capital gains  1,264 - - 

3.3.2. Shareholders' equity   - - 

3.4. Transfers to other levels  - - - 

3.5. Other decreases  - - - 

4. Closing balance  476 - - 
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A.4.5.4 Assets and liabilities not measured at fair value or measured at fair value on a non -recurring basis: breakdown by 

level of fair value  

                  

Assets and liabilities not 

measured at fair value or 

measured at fair value on a 

non -recurring basis  

30.06.2020 31.12.2019 

BV L1 L2 L3 BV L1 L2 L3 

                  

1. Financial assets measured 

at amortised cost  
13,681,740  2,218,543  6,532,281  5,422,900  12,949,705 2,082,037  6,438,674 4,727,585  

2. Investment property  1,772      1,936  1,787      1,936  

3. Non -current assets and 

disposal groups held  for sale  
                

Total 13,683,512  2,218,543  6,532,281  5,424,836  12,951,492  2,082,037 6,438,674 4,729,521  

1. Financial liabilities 

measured at amortised cost  
13,378,212   1,632,326  11,739,965  12,850,498   1,736,955 11,205,271  

2. Liabilities associated with 

assets held for sale  
               

Total 13,378,212   1,632,326  11,739,965  12,850,498   1,736,955 11,205,271  

                  

Key 

BV = Book value  

L1 = Level 1 

L2 = Level 2 

L3 = Level 3 
 

 

 

INFORMATION ON "DAY ONE PROFIT/LOSS" 

IFRS 9 ð Financial Instruments  requires a financial instrument upon initial recognition to be measured at fair 

value, which is normally the transaction price (that is, the amount paid for the financial assets and the 

amount received for the fi nancial liabilities). The foregoing holds true for exchanges of instruments quoted 

in an active market.  If the market for a financial instrument is not active, then valuation techniques are 

used to determine its fair value. If a difference arises (so -call ed "day one profit/loss") between the 

transaction price and the amount determined at the time of initial recognition through the use of valuation 

techniques and this difference is not recognised immediately in the income statement, then disclosure 

needs to  be provided as per paragraph 28 of IFRS 7, by indicating the accounting policy adopted for the 

income statement recognition, subsequent to initial recognition of the instrument, of the difference.  

In relation to the operations of the Banco Desio Group and  based on the internal valuation methodologies 

currently in use, the fair value  of the financial instruments on initial recognition generally coincides with 

the transaction price; however, if a difference arises between the transaction price and the amoun t 

determined using valuation techniques, this difference is immediately recognised to the income statement 

(see table "7.2 Net change in value of other financial assets and liabilities designated at fair value through 

profit and loss: breakdown of other fi nancial assets that are mandatorily valued at fair value").  
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ASSETS 

 

Cash and cash equivalents ð caption 10  
 

1.1 Cash and cash equivalents: breakdown  
   
   

 
  

30.06.2020 31.12.2019 

a) Cash  50,755 60,816 

b) Demand deposits with central banks  - - 

Total  50,755 60,816 
   

 

 

Financial assets held for trading   -   caption 20  
 

2.1 Financial assets held for trading: breakdown  
       
       

Captions/Amounts  
  

30.06.2020 31.12.2019 

L1 L2 L3 L1 L2 L3 

A. Cash assets        

1. Debt securities  846 1,294 - 863 - - 

1.1 Structured securities  846 - - 863 - - 

1.2 Other debt securities  - 1,294 - - - - 

2. Equity instruments  1,650 - - 2,192 - - 

3. Mutual funds  - - - 1,282 - - 

4. Loans - - - - - - 

4.1 Repurchase agreements  - - - - - - 

4.2 Other  - - - - - - 

Total (A)  2,496 1,294 - 4,337 - - 

B. Derivatives  - - - - - - 

1. Financial derivatives  116 - 566 120 - 1,350 

1.1 for trading  116 - 566 120 - 1,350 

1.2 connected with the fair value 

option  
- - - - - - 

1.3 Other  - - - - - - 

2. Credit derivatives  - - - - - - 

2.1 for trading  - - - - - - 

2.2 connected with the fair value 

option  
- - - - - - 

2.3 other  - - - - - - 

Total (B) 116 - 566 120 - 1,350 

Total (A+B)   2,612 1,294 566 4,457 - 1,350 
       

 

Key 

L1 = Level 1 

L2 = Level 2 

L3 = Level 3 

 

Caption "Financial assets held for trading" comprises:  

a)  Cash assets held for trading;  

b)  Positive value of derivatives held for trading.  

 

The policy adopted for the categorisation of financial instruments within the three levels of the fair value 

hierarchy is disclosed in the previous section on "Information on fair value".  

All financial instruments included in financial assets held for trad ing are measured at fair value.  
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2.2 Financial assets held for trading: breakdown by borrower/issuer/counterparties  

   

   

Captions/Amounts  30.06.2020 31.12.2019 

A. Cash assets    

1. Debt securities  2,140 863 

a) Central Banks  - - 

b) Public administrations  941 - 

c) Banks  353 - 

d) Other financial companies  846 863 

of which: insurance companies  - - 

e) Non -financial companies  - - 

2. Equity instruments  1,650 2,192 

a) Banks  293 - 

b) Other financial companies  - 490 

of which:  insurance companies  - - 

c) Non -financial companies  1,357 1,702 

d) Other issuers  - - 

3. Mutual funds  - 1,282 

4. Loans - - 

a) Central Banks  - - 

b) Public administrations  - - 

c) Banks  - - 

d) Other financial companies  - - 

   of which: insurance companies  - - 

e) Non -financial companies  - - 

f) Households  - - 

Total (A)  3,790 4,337 

B. Derivatives    

a) Central counterparties  - - 

b) Other  682 1,470 

Total (B) 682 1,470 

Total (A+B)   4,472 5,807 
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2.5 Other financial assets mandatorily at fair value: breakdown  

       
       

Captions/Amounts  

  
30/06/2020  31/12/2019  

L1 L2 L3 L1 L2 L3 

1. Debt securities  - 860 - - 860 1,440 

1.1 Structured securities  - - - - - - 

1.2 Other debt securities  - 860 - - 860 1,440 

2. Equity instruments  - - - - - - 

3. Mutual funds  20,361 - 17,000 17,798 - 18,158 

4. Loans - - - - - - 

4.1 Repurchase agreements  - - - - - - 

4.2 Other  - - - - - - 

Total  20,361 860 17,000 17,798 860 19,598 
       

 

Key 

L1 = Level 1 

L2 = Level 2 

L3 = Level 3 

 

The caption òFinancial assets mandatorily at fair valueó includes units in mutual funds which by their nature 

do not pass the SPPI test (only payments of principal and interests) envisaged by IFRS 9 "Financial 

instruments". This caption includes quotas of the private debt fund managed by Clessidra SGR subscribed 

following completion of a sale of non -performing loans to the fund during 2019; the fair value of the fund 

units (level 3) is determined by applying the policies provided by the bank for this type o f financial 

instruments.  

 

2.6 Other financial assets mandatorily at fair value: breakdown by borrower/issuer  

   

 30.06.2020 31.12.2019 

1. Equity instruments  - - 

of which: banks  - - 

of which: other financial companies  - - 

of which: non -financial companies  - - 

2. Debt securities  860 2,300 

a) Central banks  - - 

b) Public administrations  - - 

c) Banks  - 1,440 

d) Other financial companies  860 860 

of which: insurance companies  - - 

e) Non -financial companies  - - 

3. Mutual funds  37,361 35,956 

4. Loans - - 

a) Central banks  - - 

b) Public administrations  - - 

c) Banks  - - 

d) Other financial companies  - - 

   of which: insurance companies  - - 

e) Non -financial companies  - - 

f) Households  - - 

Total  38,221 38,256 
   

 

 

 

Financial assets designated at fair value through other comprehensive income   -   caption 30  
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3.1 Financial assets designated at fair value through other comprehensive income: breakdown  

       
       

Captions/Amounts  
30.06.2020 31.12.2019 

L1 L2 L3 L1 L2 L3 

1. Debt securities  451,085 20,598 - 509,364 - - 

1.1 Structured securities  - - - - - - 

1.2 Other debt securities  451,085 20,598 - 509,364 - - 

2. Equity instruments  - 47,267 3,143 - 47,267 3,033 

3. Loans - - - - - - 

Total  451,085 67,865 3,143 509,364 47,267 3,003 
       

 
Key 

L1 = Level 1  

L2 = Level 2 

L3 = Level 3 

 

The caption "Financial assets measured at fair value through other comprehensive income" includes:  

- the bond portfolio not intended for trading purposes and not held with the exclusive intent of 

collecting contractual cash flows;  

- equity investments representing voting rights of less than 20% of the share capital of companies for 

which the so -called "FVOCI option" was adopted on FTA of IFRS 9 "Financial Instruments", or at the 

time of pur chase if it is after 1 January 2018.   
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3.2 Financial assets designated at fair value through other comprehensive income: breakdown by borrower/issuer  

   
   

Captions/Amounts  30.06.2020 31.12.2019 

1. Debt securities  471,683 509,364 

a) Central banks  - - 

b) Public administrations  451,085 506,813 

c) Banks  - 2,551 

d) Other financial companies  20,598 - 

of which: insurance companies  - - 

e) Non -financial companies  - - 

2. Equity instruments  50,410 50,270 

a) Banks  10,000 10,000 

b) Other issuers:  40,410 40,270 

- other financial companies  2,503 2,363 

of which: insurance companies  - - 

- non -financial companies  37,907 37,907 

- other  - - 

3. Loans - - 

a) Central banks  - - 

b) Public administrations  - - 

c) Banks  - - 

d) Other financial companies  - - 

   of which: insurance companies  - - 

e) Non -financial companies  - - 

f) Households  - - 

Total 522,093 559,634 

 

 

   
 

 

 

3.3 Financial assets designated at fair value through other comprehensive income: gross value and total write -downs  

          
          

 

Gross value  Total write -downs  

 

 

 

 

Total 

partial 

write -offs 

First 

stage  

 

Second 

stage  

Third 

stage  

First 

stage  

Second 

stage  

Third 

stage  

of which: 

Instruments 

with low 

credit risk  

Debt 

securities  

 471,683 471,683 - - 479 - - - 

Loans  - - - - - - - - 

Total  30/06/2020  471,683 471,683 - - 479 - - - 

Total 31/12/2019  509,364 509,364 - - 363 - - - 

of which: impaired financial 

assets acquired or originated  
X X - - X - - - 
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Financial assets measured at amortised cost   -    caption 40  
 
 

4.1 Financial assets measured at amortised cost: breakdown of amounts due from banks  

             
             

Type of 

transaction/Amounts  

30.06.2020 31.12.2019 

Book value  Fair value  Book value  Fair value  

First and 

second 

stage  

Third 

stage  

of which:  

impaired 

acquired 

or 

originated  

L1 L2 L3 

First 

and 

second 

stage  

Third 

stage  

of which:  

impaired 

acquired 

or 

originated  

L1 L2 L3 

A. Due from central 

banks  
680,654 - - - - 680,654 335,833 - - - - 335,833 

1. Time deposits  - - -    - - -    

2. Reserve 

requirement  
680,654 - -    335,833 - -    

3. Repurchase 

agreements  
- - -    - - -    

4. Other  - - -    - - -    

B. Due from banks  694,625 - - - 306,176 387,167 579,186 - - - 297,880 283,961 

1. Loans 385,367 - - - - 385,367 283,747 - - - - 283,961 

1.1 Current 

accounts and 

demand deposits  

51,213 - -    43,568 - -    

 1.2. Time deposits  37,885 - -    30,155 - -    

 1.3. Other loans:  296,269 - -    210,024 - -    

 - Repurchase 

agreements  
- - -    - - -    

 - Finance leases  - - -    - - -    

 - Other  296,269 - -    210,024 - -    

 2. Debt securities  309,258 - - - 306,176 1,800 295,225 - - - 297,880 - 

 2.1 Structured 

securities  
3,928 - - - 3,890 - 3,920 - - - 3,920 - 

 2.2 Other debt 

securities  
305,330 - - - 302,286 1,800 291,305 - - - 293,960 - 

Total 1,375,279 - - - 306,176 1,067,821 914,805 - - - 297,880 619,580 

             
Key  

L1 = Level 1 

L2 = Level 2 

L3 = Level 3 

 

Stage segmentation takes place in compliance with the following requirements of "IFRS 9 Financial 

Instruments" in force from 1 January 2018:  

a)  stage 1 for exposures performing in line with expectations;  

b)  stage 2 for exposures performing below expectations or that have recorded a significant increase in 

credit risk compared with when they were originated (or purchased);  

c)  stage 3 for non -performing exposures.  

The balances of item "B. Due from banks" are shown  net of adjustments deriving from the application of 

the models for determining the expected loss on the "held to collect" debt securities portfolio in application 

of "IFRS 9 - Financial instruments".  
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Amounts due from central banks include the amount of th e reserve requirement at the Bank of Italy. For 

the purpose of maintaining the average level of the reserve in line with the requirement, the amount 

thereof may fluctuate, even significantly, in relation to the contingent liquidity needs of the Bank.  

The Bank's commitment to maintain the reserve requirement amounts to Euro 96.5 million at 30 June (Euro 

94.6 million in December 2019).  

Amounts due from banks do not include loans and receivables classified as non -performing loans.  

Caption "2. Debt securities" includes securities held in the "held to collect" business model, i.e. held with 

the intention of collecting contractual cash flows.  

 
 

 

4.2 Financial assets measured at amortised cost: breakdown of loans to customers  

             

             

Type of 

transaction/Amounts  

30.06.2020 31.12.2019 

Book value  Fair value  Book value  Fair value  

First and 

second 

stage  

Third 

stage  

of which:  

impaired 

acquired 

or 

originated  

L1 L2 L3 

First and 

second 

stage  

Third 

stage  

of which:  

impaired 

acquired 

or 

originated  

L1 L2 L3 

1. Loans 9,371,192 332,054 10,425 - 5,850,756 4,355,079 9,227,507 340,179 10,510 - 5,754,613 4,107,791 

1.1. Current 

accounts  

1,088,859 88,426 366 - - - 1,327,752 90,939 386 - - - 

1.2. Repur chase 

agreements  

161,386 - - - - - - - - - 
 

- 

1.3. Mortg age loans  6,239,964 222,229 9,888 - - - 5,898,077 227,515 9,994 - - - 

1.4. Credit cards, 

personal loans and 

assignments of one -

fifth of salary  

837,984 3,756 32 - - - 800,223 3,684 34 - - - 

1.5. Finance leases  
151,852 10,354 - - - - 151,430 10,830 - - - - 

1.6. Factoring  27,328 16 - - - - 30,033 16 - - - - 

1.7. Other  loans  
863,819 7,273 139 - - - 1,019,992 7,195 96 - - - 

2. Debt se curities  2,603,215 - - 2,218,543 375,349 - 2,467,000 - -  2,082,037 386,181 - 

2.1. Structured 

securities  

- - - - - - - - - - - - 

2.2. Other  debt 

securities  

2,603,215 - - 2,218,543 375,349 - 2,467,000 - - 2,082,037 386,181 - 

Total 
11,974,407 332,054 10,425 2,218,543 6,226,105 4,355,079 11,694,507 340,179 10,510 2,082,037 6,140,794 4,107,791 

             
 

Key  

L1 = Level 1 

L2 = Level 2 

L3 = Level 3  

 

Gross loans amount to a total of Euro 10,064,648 thousand (Euro 9,897,612 thousand at the end of last 

year), of which Euro 9,429,629 thousand relate to performing loans (9,273,113) and Euro 634,956 thousand 

to non -performing loans (Euro 624,499 th ousand).  

Total write -downs on the same loans amount to Euro 361,402 thousand (Euro 329,926 thousand last year), 

of which Euro 302,902 thousand (vs. 284,320 thousand) relate to non -performing loans and Euro 58,500 

thousand to performing loans (45,606 thous and).  

As regards non -performing loans, additional details are provided in the section entitled "Information on 

risks and related hedging policy" to supplement the information already provided.  

The table also includes the amounts of receivables sold which have not been derecognised, constituting 

eligible assets for the Covered Bond programme; at 30 June 2020, these loans and receivables amount to 

1,571,545 thousand euro (formerly 1,291,557 thousand euro).  
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Sub-caption "Mortgage loans" also includes collatera lised loans with the ECB (via the A.Ba.Co procedure) 

amounting to Euro 1,787,094 thousand (Euro 1,784,028 thousand at the end of last year).  

The sub-caption "Other loans" includes financing operations other than those indicated in other sub -

captions (for e xample, bullet loans, advances on invoices and bills of exchange, import/export advances 

and other miscellaneous items).  

 

This caption includes the interest accrued at 30 June 2020 that is recoverable from 1 March of the following 

year, due to application of the new rules for the calculation of interest on banking transactions established 

in MEF Decree no. 343/2016, which implements art. 120, para. 2, of the Consolidated Banking Law (T.U.B.).  

The caption "of which impaired acquired or originated" includes t hose loans that originated as part of 

forbearance measures granted on non -performing loans.  

The fair value of non -current performing loans is measured using techniques that discount the cash flows 

expected after considering the related credit risk, while the carrying amount of non -performing and 

current performing loans is considered to be a reas onable approximation of fair value. Considering current 

conditions in the loan market, the fair value of non -performing loans might not represent their final exit 

price, as there is still a certain amount of chance associated with the elements used for the  determination 

of price by potential third -party purchasers.  

Caption "2. Debt securities" includes securities held in the "held to collect" business model, i.e. held with 

the intention of collecting contractual cash flows. The value of debt securities is shown net of adjustments 

deriving from the application of the new models for determining the expected loss on the "held to collect" 

debt securities portfolio in application of "IFRS 9 - Financial instruments". This portfolio includes Euro 218,840 

thousand of senior notes issued by the "2Worlds s.r.l." SPV following t he sale of doubtful loans through use 

of the "GACS" scheme in 2018.  
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4.3 Financial assets measured at amortised cost: breakdown by borrower/issuer of loans to customers  

              

              

Type of transaction/Amounts  Total Total 

  
First and 

second stage  
Third stage  

of which:  

impaired 

assets 

acquired or 

originated  

First and second 

stage  
Third stage  

of which:  

impaired 

assets 

acquired or 

originated  

1. Debt securities  2,603,215  -  -  2,467,000  -  -  

a) Public administrations  2,210,968  -  -  2,069,131  -  -  

b) Other financial companies  355,014  -  -  364,635  -  -  

of which: insurance 

companies  
-  -  -  -  -  -  

c) Non -financial companies  37,233  -  -  33,234  -  -  

2. Loans to:  9,371,192  332,054  10,425  9,227,507  340,179 10,510  

a) Public administrations  52,113  363  -  36,503  377  -  

b) Other financial companies  291,466  4,150  -  120,593  4,480  -  

of which: insurance 

companies  
5,570  -  -  3,676  -  -  

c) Non -financial companies  5,836,666 217,574  4,118  5,136,836  222,429  4,060  

d) Households  3,190,947  109,967  6,307  3,933,575  112,893  6,450  

Total 11,974,407  332,054 10,425  11,694,507 340,179  10,510  
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4.4 Financial assets measured at amortised cost: gross value and total write -downs  

          
          

  Gross value  Total write -downs  

Total 

partial 

write -offs 

  

First stage 

 

Second 

stage  

Third 

stage  

First 

stage  

Second 

stage  

Third 

stage    

of which: 

Instruments 

with low 

credit risk  

Debt 

securities  
 2,911,228 2,911,228 4,555 - 3,306 4 - - 

Loans  9,415,801 25,186 1,080,429 634,956 24,508 34,509 302,902 10,966 

Total 30/06/2020  12,327,029 2,936,414 1,084,984 634,956 27,814 34,513 302,902 10,966 

Total 31/12/2019  11,609,689 2,754,758 1,047,762 624,500 24,367 23,558 284,321 12,155 

of which: impaired 

financial assets 

acquired or originated  

X X 4,640 9,545 X 139 3,622 - 

          
 

 

The table shows the distribution of the exposures measured at amortised cost (both to banks and to 

customers) and the related adjustments in the three stages with increasing level of credit risk (due to the 

evolution over time) envisaged by IFRS 9 "Financial Instruments". Stage segmentation takes place in 

compliance with the following requirements:  

a)  stage 1 for exposures performing in line with expectations;  

b)  stage 2 for exposures performing below expectations or that have recorded a significant increase 

in credit risk compared with when they w ere originated (or purchased);  

c)  stage 3 for non -performing exposures.  

The breakdown into stages is relevant for the application of the model for the calculation of impairment 

based on expected losses, determined on the basis of past events, current and cond itions and reasonable 

and "supportable" future forecasts. In particular, the model for the calculation of the expected loss has 

the following characteristics:  

- calculation horizon of the expected loss equal to one year (stage 1) or lifetime (stages 2 and 3) ; 

- inclusion in the impairment calculation model of forward -looking components, such as expected 

changes in the macroeconomic scenario.  
 

With reference to debt securities only, the so -called  "low credit risk exemption" is active, on the basis of 

which we i dentified as low credit risk exposures and therefore to be considered in stage 1 the exposures 

that, at each reference date, will have a rating equal or higher than "investment grade" (or a similar 

quality), regardless of whether the rating has or hasn't g ot worse since the time the security was purchased.  
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Adjustment to financial assets with generic (or "macro") hedges   -   caption 60  

 

6.1 Adjustment of hedged assets: breakdown by hedged portfolio  

   
   

Adjustment of hedged assets / Components of the Group  30.06.2020 31.12.2019 

1. Positive adjustments  593 624 

1.1 of specific portfolios:  - - 

a) financial assets measured at amortised cost  - - 

b) financial assets designated at fair value through other comprehensive 

income  

- - 

1.2 total  593 624 

2. Negative adjustments  - - 

2.1 of specific portfolios:  - - 

a) financial assets measured at amortised cost  - - 

b) financial assets designated at fair value through other comprehensive 

income  
- - 

2.2 total  - - 

Total 593 624 

   
 

 

The adjustment to financial assets with generic hedges ("macrohedging") refers to changes in fair value 

due to fluctuations in interest rates on portfolios of similar assets from the point of view of the financial 

profile and the underlying risks identified by the Group for the purpose of designating the different fair 

value macro -hedging relationships for interest rate risk.  

At 30 June 2020, the Bank has no more generic hedges in place to cover the interest -rate risk on the 

portfolios of fixed -rate loans to customers.  

 

Property, plant and equipment   -   caption 90  
 

9.1 Property, plant and equipment - for business purposes: breakdown of assets valued at cost  

   
   

Assets/Amounts  30.06.2020 31.12.2019 

1. Own assets  170,332 172,775 

a) land  52,778 52,778 

b) property  100,346 101,605 

c) furniture  4,360 4,627 

d) electronic systems  3,082 3,551 

e) other  9,766 10,214 

2. Rights of use acquired under lease  47,437 51,743 

a) land  - - 

b) property  45,504 49,580 

c) furniture  - - 

d) electronic systems  - - 

e) other  1,933 2,163 

Total 217,769 224,518 

of which: obtained through enforcement of the guarantees 

received  
- - 

   
 

 

Land and buildings are measured  at the amount revalued on 1 January 2004 on the first -time application 

of IAS. Otherwise, all property, plant and equipment, including other tangible fixed assets, are measured 
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at cost, except for tangible assets acquired through business combinations and  shown in the consolidated 

financial statements at fair value, pursuant to the IFRS 3.  

All categories of property, plant and equipment are depreciated on a straight line basis, except for land 

and works of art, which are not depreciated.  

Under the heading "2. Rights of use acquired under leaseó, in accordance with IFRS 16 -"Leases" in force 

from 1 January 2019, right of use assets (or "RoU Assets") under lease agreements, calculated as the sum 

of the lease payable, initial direct costs, payments made on or before the contract's starting date (net of 

any incentives received for leasing) and decommissioning and/or restoration costs.  

 

9.2 Investment property: breakdown of assets valued at cost  

         
         

Assets/Amounts  

30.06.2020 31.12.2019 

Book  

value  

Fair value  Book 

value  

Fair value  

L1 L2 L3 L1 L2 L3 

1. Own assets  1,772 - - 1,936 1,787 - - 1,936 

a) land  828 - - 853 828 - - 853 

b) property  944 - - 1,083 959 - - 1,083 

2. Rights of use acquired 

under lease  
- - - - - - - - 

a) land  - - - - - - - - 

b) property  - - - - - - - - 

Total 1,772 - - 1,936 1,787 - - 1,936 

of which: obtained through 

enforcement of the 

guarantees received  

- - - - - - - - 

         
 

 

Key 

L1 = Level 1 

L2 = Level 2 

L3 = Level 3 
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Intangible assets   -    caption 100  
 

10.1 Intangible assets: breakdown by type  

     
     

Assets/Amounts  

30.06.2020 31.12.2019 

Limited 

duration  

Unlimited 

duration  

Limited 

duration  

Unlimited 

duration  

A.1 Goodwill   15,322  15,322 

A.1.1 pertaining to the Group   15,322  15,322 

A.1.2 pertaining to minority interests   -  - 

A.2 Other intangible assets  2,763 - 2,872 - 

A.2.1 Carried at cost  2,763 - 2,872 - 

a) Intangible assets generated internally  - - - - 

b) Other assets  2,763 - 2,872 - 

A.2.2 Carried at fair value  - - - - 

a) Intangible assets generated internally  - - - - 

b) Other assets  - - - - 

Total 2,763 15,322 2,872 15,322 
     

 

 

Intangible assets with an indefinite useful life are subjected to impairment testing at least one a year, 

particularly at the year end  reporting date or in those cases whereby events have occurred that could 

be indicative of impairment.  

Other intangible assets are amortised on a straight -line basis over their useful lives. For compensation for 

abandonment of leasehold premises, the usefu l life is the length of the lease agreement, while for 

computer software it is four years and for application software it is four or five years, based on the useful 

life specified within the asset category.  

 

Impairment testing of goodwill  

According to IAS 36 and taking into account the information contained in the joint Bank of 

Italy/Consob/Isvap document of 3 March 2010, an impairment test on cash generating units (CGU), which 

for Banco Desio coincide with the legal entities, is carried out at each period end.  

Impairment testing is unchanged with respect to the previous year and is designed to check that the 

carrying amount of the CGU does not exceed its recoverable amount, defined as the higher of fair value 

that can be derived from continued use (value i n use) and the potential selling price in the market (fair 

value less costs to sell or exchange value) of the CGU.  

As indicated in the section entitled "Implications of the Covid -19 epidemic on the half -year financial report 

at 30 June 2020" of the "Genera l information" of the "Basis of preparation and accounting policies" (to 

which reference is made), also considering the indications contained in Consob's attention call no. 8/20, 

for the preparation of this half -yearly financial report, the Banco Desio Gro up updated the impairment 

tests on goodwill and equity investments.  

The recoverable amount of the CGU has been determined with reference to its value in use. For the 

determination of value in use, IAS 36 allows the use of a discounted cash flow methodology . This approach 

computes the value in use of a CGU or of a company based on the present value of the future (operating) 

cash flows expected to be derived from them, using an appropriate discount rate for the time period in 

which the cash flows will be gene rated.  

In practice, for credit or financial companies, use is made of Free Cash Flow to Equity (FCFE) methodology, 

or, more specifically, an Excess Capital variant of the Dividend Discount Model (DDM). This methodology 

determines the value of a company bas ed on future cash flows that it will be capable of distributing to its 
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shareholders, without touching the assets needed to support its expected growth in compliance with 

regulatory capital requirements imposed by the Supervisory Authorities, discounted usi ng a discount rate 

that reflects the specific risk premium. Note, however, that despite the term "Dividend Discount Model", 

the cash flows considered by the model are not dividends expected to be distributed to shareholders, but 

are cash flows from which a  shareholder could benefit and which are surplus to operating capital 

requirements.  

On a basis consistent with that of the prior year financial statements, individual legal entities have been 

identified as CGUs, taking account of the fact that the Banking Group envisages that the Parent Company 

shall provide guidance and strategic coordination aimed at the achievement of the objectives 

concerning the development and earnings of each legal entity  and, as a consequence, results are 

reported autonomously (by means of the management reporting system) in a manner which sees the 

CGU coincide with the legal entity and, accordingly, management reports, as well as the budget process, 

analyse, monitor and forecast earnings and financial position based on this approac h. 

Impairment testing was thus conducted directly on the legal entity Banco di Desio e della Brianza S.p.A 

on the basis of the criteria and assumptions set out below.  

a)  Criterion to estimate the recoverable amount (impairment)  

To estimate the recoverable amo unt of the goodwill pertaining to the specific legal entity, reference is 

made to the so -called "value in use" ("equity value" for banks and financial intermediaries).  

"Explicit" time period for the determination of future cash flows  

The time horizon for impairment testing is the five year period 2020 -2024 for which forecasts have been 

prepared by Management and approved by the Board of Directors on 30 July 2020. These forecasts 

take account of the last forecasts  for 2020 and 2021 and  their prudent extension as better described 

in "Implications of the Covid -19 epidemic on the half -year financial report at 30 June 2020" .  

Including an explicit forecast period of five years makes it possible to minimise potential distortions from 

using o nly the time horizon of the Business Plan, which could be strongly influenced by the situation of 

the banking system that remains complex because of considerable uncertainty in forecasting the 

macroeconomic scenario due to the prolonged effects of the cris is, the lasting impacts that it has had 

on the money market and on interest rates, or otherwise linked to extraordinary events for which it is 

worth trying to normalise the results so as to focus better on the effective medium/long term potential 

of the en tity being tested.  

Cash flows  

For the valuation of banks and financial intermediaries, an equity side approach to DDM methodology 

is used for the determination of equity value as, due to the characteristic activities undertaken by a 

financial intermediary (deposit taking and lending), it is particularly difficult to distinguish between 

financial payables and operating payables; furthermore, for the Excess Capital approach, cash flows 

available to shareholders are cash flows from which a shareholder could po tentially benefit in excess 

of operating capital requirements and, thus, they take due account of regulatory capital absorption.  

Discount rate  

For the valuation of banks and financial intermediaries, reference is made to Ke, the so -called cost of 

capital ( cost of equity).  

Growth rate of cash flows beyond the "explicit" time period for the determination of future cash flows  

A long term growth rate is used in line with the projected long term inflation rate.  

Terminal Value  

This is determined  by the application of a formula that accounts for the value of free cash flows that 

continue into perpetuity.  
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The equity value of the CGU at the date of testing, determined on the basis of the above procedure, 

after deducting the book value of shareholder sõ equity, is then compared with the book value of the 

specific goodwill pertaining to the CGU in question, with the sole objective of verifying whether there 

is any impairment.  

b)  Parameters used for impairment testing  

The main assumptions used for impairment testing are set out below.  

CGU Model  Input used  CAGR RWA Ke g  Plan flows  Tier 1 

Banco di 

Desio e della 

Brianza S.p.A.  

DDM 

2020 Budget 

extended to 

2024 (*) 

+ 1.37% 

(formerly 

0.71%)  

7.50% 

 (formerly 

8.33%) 

1.00% 

(formerly 

1.50%) 

Net 

results 

8.95% (**) 

(formerly 

8.85%) 

Fides S.p.A. DDM 

2020 Budget 

extended to 

2024 (*) 

-2.07% 

(formerly -

0.64%) 

7.50% 

 (formerly 

8.33%) 

1.00% 

(formerly 

1.50%) 

Net 

results 

8.95% (**) 

(formerly 

8.85%) 

(*) Taking into account the latest forecast for 2020 and 2021 and the prudent extension of the same to 2024 by the Management.  

(**) Overall Capital Requirement Tier 1 ratio  assigned with the latest SREP provision  

As a result of the impairment testing perform ed, no write -down was needed of the aforementioned 

goodwill.  

It should be emphasised that the parameters and the information used for impairment testing are 

influenced by the economic downturn and by financial markets, strongly affected by the Covid -19 

pan demic, and could be subject to changes, currently unforeseeable, that could have an impact on 

the main assumptions applied and, therefore, potentially, also on the results of future years, which could 

differ from those presented here.    

c)  Sensitivity analys is 

Since the measurement of impairment is rendered particularly complex due to the current 

macroeconomic and market environment and by the consequent difficulties in forecasting long term 

earnings, to support the testing performed, stress tests were carrie d out assuming a change in the main 

parameters applied for impairment testing.  

The table below provides a summary of the changes in the percentage or percentage points of the 

underlying assumptions that would be required to have the recoverable amount of t he CGU, after 

having deducted the shareholdersõ equity allocated thereto, match the carrying amount of goodwill. 

CGU 
% decrease in net future 

results (RN) 

Increase in p.p. of discount 

rate used for future cash flows 

(FCFE) 

Banco di Desio e della 

Brianza S.p.A. 
29.47% (formerly 17.42%) 435 (formerly 265)  

Fides S.p.A. 40.42% (formerly 47.33%) 779 (formerly over 1,000)  

 

Second level impairment tests  

In consideration of the fact that the market capitalisation of Banco Desio's  shares (ordinary shares plus 

savings shares) during the year was less than consolidated shareholders' equity, impairment testing of 

Banco Desio Group (2nd level impairment) was done on the Group as a whole.  

Impairment testing has therefore been performed on the basis of the criteria and assumptions set out 

below.   

a)  Criterion to estimate the recoverable amount (impairment)  

To estimate the recoverable amount of an equity investment, reference is made to the so -called value 

in use (equity value for banks and financial intermediaries).  
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"Explicit" time period for the determination of future cash flows  

The time horizon for impairment testing is the five year  period 2020 -2024 for which forecasts have been 

prepared by Management and approved by the Board of Directors on 30 July 2020. These forecasts 

take account of the last forecasts  for 2020 and 2021 and their prudent extension as better described 

in "Implica tions of the Covid -19 epidemic on the half -year financial report at 30 June 2020" .  

Including an explicit forecast period of five years makes it possible to minimise potential distortions from 

using only the time horizon of the Business Plan, which could b e strongly influenced by the situation of 

the banking system that remains complex because of considerable uncertainty in forecasting the 

macroeconomic scenario due to the prolonged effects of the crisis, the lasting impacts that it has had 

on the money mar ket and on interest rates, or otherwise linked to extraordinary events for which it is 

worth trying to normalise the results so as to focus better on the effective medium/long term potential 

of the entity being tested.  

Cash flows  

For the valuation of banks  and financial intermediaries, an equity side approach to DDM methodology 

is used for the determination of equity value as, due to the characteristic activities undertaken by a 

financial intermediary (deposit taking and lending), it is particularly difficu lt to distinguish between 

financial payables and operating payables; furthermore, for the Excess Capital approach, cash flows 

available to shareholders are cash flows from which a shareholder could potentially benefit in excess 

of operating capital require ments and, thus, they take due account of regulatory capital absorption.  

Discount rate  

For the valuation of banks and financial intermediaries, reference is made to Ke, the so -called cost of 

capital (cost of equity).  

Growth rate of cash flows beyond the "e xplicit" time period for the determination of future cash flows  

A long term growth rate is used in line with the projected long term inflation rate.  

Terminal Value  

This is determined by the application of a formula that accounts for the value of free cash flows that 

continue into perpetuity.  

The equity value of the investment at the date of testing, determined on the basis of the above 

procedure, is then compared with the book value of the specific Consolidated Own Funds, with the 

sole objective of verifyin g whether there is any impairment.  

b)  Parameters used for impairment testing  

The main assumptions used for impairment testing are set out below.  

CGU Model  Input used  CAGR RWA Ke g  Plan flows  Tier 1 

Banco Desio 

Group  
DDM 

2020 Budget 

extended to 

2024 (*) 

1.07% 

(formerly 

0.63%) 

7.50% 

(formerly 

8.33%) 

1.00% 

(formerly 

1.50%) 

Net 

results 

8.95% (**) 

(formerly 

8.85%) 

(*) Taking into account the latest forecast for 2020 and 2021 and the prudent extension of the same to 2024 made by the Manag ement.  

(**) Overall Capital Requirement Tier 1 ratio  assigned with the latest SREP provision  

An amount arose from impairment testing that was higher than the average capitalisation of Banco 

Desio's shares (ordinary shares plus savings shares). Since the latter was higher than the carrying amount 

of consolidated shareholders' equity at the measurement date, there was no need to write down any 

of the Group's assets.  

It should be emphasised that the pa rameters and the information used for impairment testing are 

influenced by the economic downturn and by financial markets, strongly affected by the Covid -19 
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pandemic, and could be subject to changes, currently unforeseeable, that could have an impact on 

the main assumptions applied and, therefore, potentially, also on the results of future years, which could 

differ from those presented here.  

c)  Sensitivity analysis 

Since the measurement of impairment is rendered particularly complex due to the current 

macroeco nomic and market environment and by the consequent difficulties in forecasting long term 

earnings, to support the testing performed, stress tests were carried out assuming a change in the main 

parameters applied for impairment testing.  

The table below prov ides a summary of the changes in the percentage or percentage points of the 

underlying assumptions that would be required to have the recoverable amount of consolidated 

shareholders' equity match the carrying amount at the measurement date.  

 
% decrease in net future 

results (RN) 

Increase in percentage points 

of discount rate used for future 

cash flows (FCFE) 

Banco Desio Group  24.92% (formerly 14.06%) 239 (formerly 135)  
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Tax Assets and Liabilities   -   asset caption 110 and liability caption 60  

The tax assets and liabilities arising from the application of "deferred taxation" originated as a result of the 

temporary differences between the assets recognised in the financial statements and the corresponding 

tax values.  

The theoretical tax rates app lied to the temporary differences are those in effect at the time of their 

absorption.  

Deferred tax assets are recognised when their recovery is probable.  

 

11.1 Deferred tax assets: breakdown    
     

 
IRES IRAP 30.06.2020 31.12.2019 

A) With contra -entry to the income statement:      

Tax losses 7,569 329 7,898  

Tax deductible goodwill  3,551 719 4,270 4,479 

Write -down of loans to customers deductible on a straight -line 

basis 144,110 20,065 164,175 175,945 

General allowance for doubtful accounts  305  305 305 

Statutory depreciation of property, plant and equipment  353  353 351 

Provision for guarantees and commitments and country risk  1,263  1,263 752 

Provisions for personnel costs  2,500 308 2,808 3,007 

Provision for lawsuits  2,746 47 2,793 2,704 

Provision for claw -backs  213 43 256 243 

Provision for sundry charges  2,362 368 2,730 2,739 

Tax provision for termination indemnities  8  8 7 

Other  1,733 527 2,260 1,320 

Total A 166,713 22,406 189,119 192,545 

B) With contra -entry to shareholders' equity:      

Cash -flow hedges  1,082 219 1,301 1,301 

Tax provision for termination indemnities  987  987 995 

Write -down of securities classified at FVOCI  141 34 175 7 

Other  84 17 101 105 

Total B 2,294 270 2,564 2,408 

Total (A+B)  169,007 22,676 191,683 194,953 
     

  

 



  

125 

 

Consolidated interim financial statements  

at 30 June 2020  

 

11.2 Deferred tax liabilities: breakdown    
     
     
 IRES IRAP 30.06.2020 31.12.2019 

A) With contra -entry to the income statement:      

Tax depreciation of buildings  6,686 871 7,557 7,557 

Tax depreciation of property, plant and equipment  
 16 16 16 

Tax amortisation of goodwill  476 96 572 571 

PPA of loans and receivables     2,355 

PPA of depreciation and amortisation  846 168 1,014 1,014 

Other  627 21 648 742 

Total A 8,635 1,172 9,807 12,255 

B) With contra -entry to shareholders' equity  
    

Cash -flow hedges  585 119 704 632 

Revaluation of securities classified at FVOCI  304 62 366 951 

Revaluation of equity investments  376 1,523 1,899 1,899 

Revaluation of artworks  66 13 79 79 

Total B 1,331 1,717 3,048 3,561 

Total (A+B) 9,966 2,889 12,855 15,816 
     

 

 

 

The table shows the deferred tax assets that will be absorbed in future years.  
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Other assets   -   caption 130  

 

16.1 Other assets: breakdown  

   
   

 
30.06.2020 31.12.2019 

Tax credits - capital  9,328 10,565 

Amounts recoverable from the tax authorities for advances paid  21,628 26,523 

Withholding tax credits    

Cheques negotiated to be cleared  18,163 19,490 

Guarantee deposits    

Invoices issued to be collected  435 630 

Debtors for securities and coupons to be  collected by third parties  200  

Printer consumables and stationery    

Items being processed and in transit with branches  28,898 20,810 

Currency spreads on portfolio transactions  114 614 

Investments of the supplementary fund for termination indemnities  145 170 

Leasehold improvement expenditure  8,971 9,721 

Accrued income and prepaid expenses  7,682 2,317 

Other items  27,158 39,116 

Total 122,722 129,956 
   

 

 

The "Tax credits - capital" caption mainly relates to  

- the  reimbursement of Euro 7,261 thousand requested by the Bank in 2012 regarding the deductibility 

from Ires of the Irap due on the payroll costs of employees and similar personnel. Decree Law 201/2011 

provided for the deductibility of IRAP related to payroll  costs for IRES purposes, from 2012 fiscal year, 

and established that this deduction could be claimed by requesting a reimbursement of higher taxes 

paid, also in previous tax years;  

- for Euro 1,127 thousand, to the credit linked to management of the reconst ruction loans disbursed 

after the 2009 earthquake in Abruzzo;  

 

"Amounts recoverable from the tax authorities for advances paid" relate to payments of tax advances 

that exceed the tax liability as per the applicable tax return; in detail, they refer to:  

- a receivable for virtual stamp duty of Euro 13,206 thousand;  

- a receivable for an advance payment of substitute tax due on capital gains of Euro 930 thousand, 

as per art. 2, para. 5, of Legislative Decree no. 133 of 30 November 2013.  

 

The "Items being process ed and in transit with branches" principally include transactions on securities 

settled afterwards, Euro 1,920 million; the F24 tax payment forms accepted that will be debited to 

accounts on the due date, Euro 11,048 thousand, cheques being processed, Euro  1,192 thousand, and 

the recovery of commissions on lines of credit made available to customers, Euro 7,994 thousand.   This 

caption comprises transactions that are usually closed out within a few days of the start of the new 

reference period.  

"Currency sp reads on portfolio transactions" results from the offset of illiquid positions relating to remittances 

pertaining to customers' and the bank's portfolios.  

"Leasehold improvement expenditure" is depreciated each year in accordance with the residual period 

of the lease agreement.  
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"Accrued income and prepaid expenses" include amounts that are not attributable to specific asset 

captions.  

The main sub -captions included in the caption "Other items" are:  

- commissions and taxes awaiting collection for Euro 14,170  thousand;  

- receivables for 1,942 thousand euro from financial consultants for the amount awarded by way of 

entry bonus and not yet vested;  

- Euro 642 thousand due following currency transactions.  
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LIABILITIES 

 

Financial liabilities measured at amortised cost  -    caption 10  
 

1.1 Financial liabilities measured at amortised cost: breakdown of amounts due to banks  

         
         

Type of transaction/Components of the group  

30.06.2020 31.12.2019 

BV 
Fair value  

BV 
Fair value  

L1 L2 L3 L1 L2 L3 

1. Due to central banks  1,989,422 X X X 1,579,967 X X X 

2. Due to banks   6,183 X X X 23,241 X X X 

2.1 Current accounts and demand deposits  3,490 X X X 10,948 X X X 

2.2 Time deposits  2,693 X X X 3,444 X X X 

2.3 Loans - X X X 8,849 X X X 

2.3.1 Repurchase agreements  - X X X - X X X 

2.3.2 Other  - X X X 8,849 X X X 

2.4 Payables for commitments to repurchase 

own equity instruments  
- X X X - X X X 

2.5 Other payables  - X X X - X X X 

Total 1,995,605 - - 1,995,605 1,603,208 - - 1,603,208 

         
 

 

Key 

BV = Book value  

L1 = Level 1  

L2 = Level 2 

L3 = Level 3 

 

The "Due to central banks" caption reflects the funding facility assigned to the Bank by the ECB as part of 

the "TLTRO" operation totalling Euro 1,989 billion. To assist this loan, the Bank has lodged collateralised 

mortgage loans with the ECB (via the A.B a.Co. procedure).  

In June, a "TLTRO II" funding facility was repaid for an amount of Euro 800 million and a new "TLTRO III" 

funding facility was subscribed for an amount of Euro 1,200 million.  

In the comparison period, the caption "Other" referred to the so-called "EIB mortgages".  
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1.2 Financial liabilities measured at amortised cost: breakdown of amounts due to customers  

         
         

Type of transaction/Amounts  

30.06.2020 31.12.2019 

BV 
Fair value  

BV 
Fair value  

L1 L2 L3 L1 L2 L3 

1. Current accounts and demand deposits  8,994,945 X X X 8,369,625 X X X 

2. Time deposits  578,475 X X X 1,002,203 X X X 

3. Loans 55,017 X X X 40,373 X X X 

3.1 Repurchase agreements  - X X X - X X X 

3.2 Other  55,017 X X X 40,373 X X X 

4. Payables  for commitments to repurchase own 

equity instruments  
- X X X - X X X 

5. Finance lease payables  48,196 X X X 52,288 X X X 

6. Other payables  58,108 X X X 33,698 X X X 

Total  9,734,741 - - 9,734,741 9,498,187 - - 9,498,197 

         
 

 

 

Key 

BV = Book value  

L1 = Level 1  

L2 = Level 2 

L3 = Level 3 

 

The "3.2 Loans: Other" caption represents loans received from Cassa Depositi e Prestiti that were used to 

grant reconstruction loans to customers following the 2009 earthquake in Abruzzo.  

The main components o f "Other payables" relate to: cashier's cheques for Euro 54,618 thousand and 

cheques for Euro 544 thousand (cashier's cheques for Euro 30,480 thousand and cheques for Euro 546 

thousand respectively at the end of the previous year).  

The heading "5. Finance lease payablesó shows, in application of IFRS16 in force from 1 January 2019, the 

lease liability, consisting of the current value of the payments which still have to be paid to the lessor at 

the valuation date . 
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1.3 Financial liabilities measured at amortised cost: breakdown of debt securities in issue  

         
         

Type of security/Amounts  

30.06.2020 31.12.2019 

BV 
Fair value  

BV 
Fair value  

L1 L2 L3 L1 L2 L3 

A. Securities          

1. bonds  1,638,247 - 1,632,326 - 1,734,567 - 1,736,955 - 

1.1 structured  - - - - - - - - 

1.2 other  1,638,247 - 1,632,326 - 1,734,567 - 1,736,955 - 

2. other securities  9,619 - - 9,619 14,536 - - 14,537 

2.1 structured  - - - - - - - - 

2.2 other  9,619 - - 9,619 14,536 - - 14,537 

Total 1,647,866 - 1,632,326 9,619 1,749,103 - 1,736,955 14,537 
         

 

 

Key 

BV = Book value  

L1 = Level 1 

L2 = Level 2 

L3 = Level 3 

 

This caption reflects funding by means of securities, which include bonds and certificates of deposit, the 

book value of which is measured at amortised cost (or at fair value if the security is hedged), inclusive of 

accrued interest thereon. The total fund s collected are shown net of repurchased securities.  

The caption "A.1.2 Bonds: other" includes the Guaranteed Bank Bonds (GGB) issued last year for Euro 575 

million.  

"A.2.2 Other securities: other" consist of certificates of deposit and related accrued int erest.  

The amounts shown in the fair value columns represent the theoretical market value of debt securities in 

issue. 

 

1.4 Details of caption "10.c) Debt securities in issue": subordinated securities  

        

Bonds Issue date  Maturity date  Currency  
Interest 

rate  
30.06.2020 31.12.2019 

ISIN code IT0005107880 28.05.2015 28.05.2022 EUR FR 79,939 79,938 

ISIN code IT0005136335 16.10.2015 16.10.2021 EUR FR 50,110 50,067 

Total         130,049 130,005 

        
 

 During the period, no further subordinated bonds were issued by the Group.  

 

 

 




