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ACCOUNTS OF THE BANK



REVIEW OF OPERATIONS



REVIEW OF OPERATIONS

Overview

Mediobanca S.p.A. delivered a net profit for the twelve months of €578.4m, a
strong increase on the €39.4m reported last year, on a generalized improvement in
banking activities (total revenues up 31.6%), plus higher dividends collected from
associate company Assicurazioni Generali of €204.7m (30/6/20: €101.4m) and
subsidiary Compass Banca (€200m).

Total income was up more than 80% on last year, from €562.9m to €1,019.9m,
with banking revenues benefiting strongly from the new macroeconomic scenario and
recovery. The main income items reflected the following performances:

— Net interest income rose by 21.1%, from €99.9m to €121m, as a result of lower
interest expense (down 13.6%) due to recourse to less expensive forms of funding,
in particular the T-LTRO programme which contributed funds of €57.4m in the
twelve months (€18.6m), making up for the reduction in profitability on assets;

— Net fee and commission income rose by 30.8%, from €231.7m to €303.1m,
with positive contributions from capital markets (fees up from €22.9m to €62.5m),

lending (from €33.8m to €45.8m), and Private Banking (from €69.7m to €81.4m);

— Net treasury income was up 41.1%, from €127.1m to €179.4m, on positive
performances from the proprietary trading book (€32.4m, compared with the
€7.7m loss last year) and the banking book (up from €36.2m to €60.2m), which
offset the reduction in client business (down from €83m to €58.4m), reflecting
the difficulties encountered in distributing structured products, fixed-income
especially;

— Dividends from equity investments soared from €104.2m to €416.4m, with
collections, in addition to those for Assicurazioni and Compass referred to above,
from the investments in Messier et Associés (€9.5m) and Burgo (€2.2m).

Operating costs returned to growth at a slower rate than the income items,
rising 4.7%, from €402.7m to €421.8m, all concentrated in labour costs which rose
by 12.6%, from €221.9m to €249.8m, due to the increase in the variable component
in line with the performance in revenues; whereas administrative expenses were
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down 4.9%, from €180.8m to €172m, as a result of the drastic cut in costs for travel,
events and entertainments.

Loan loss provisions reflect writebacks of €75.4m, much higher than last year
(€15.7m) due to the provisioning for the Burgo investment being reversed back to
earnings (€110m), along with the improvement in the macroeconomic scenario given
the high quality of the loan book (which was preserved in the course of the twelve
months), meaning there was no impact on profit and loss despite substantial overlays
of €63m being provided.

Provisions for other financial assets totalled €44.1m, reflecting upward
adjustments to holdings in funds and other mandatory positions (€52.7m, compared
with writedowns of €11.3m last year), only marginally offset by the adjustments taken
for the banking book securities (€8.7m).

As for other net income (losses), a loss of €29.4m was recorded (compared
with €39.7m last year), due to the increase in the contributions to the resolution funds
which rose by 15% (from €39.7m to €45.6m), more than offset by the non-recurring
tax items of €16.2m (€9.4m of which deriving from the so-called “Patent Box”' and
€6.8m in tax relief on intangible assets?).

On the balance sheet, total assets rose from €64.8bn to €72.7bn, on higher

customer loans (up 21.6%) covered by higher deposits attributable to CheBanca! (up
38%) plus the increased recourse to the T-LTRO facilities(up €1.8bn).

Mediobanca’s capital ratios remained at high levels, despite reflecting the
proposed dividend and the changes to the regulations.

The Common Equity Ratio phase-in was 14.60%: the profit for the year was
entirely absorbed by the proposed dividend, hence the slight reduction from twelve
months ago (14.81%) is due to organic growth of RWAs (which accounted for 70 bps)
and changes to the regulations (which accounted for 15 bps), including the impact
of the new treatment for exposures to UCITS and counterparty risk and the higher
deduction for the Assicurazioni Generali investment due to the stricter concentration
limit of 25% of CET1 capital only rather than of total eligible capital. These capital

! As provided by the 2015 “Stability” law.
2 In reference to Italian budget law for 2021 (cf. Article 110 of Italian Decree Law 104/20).
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absorptions were largely offset by the higher valuation reserves (adding 30 bps) and
the capital optimization measures implemented during the twelve months (which
added 35 bps following application of the financial duration method for the market
requirement and exemption from calculation of the credit valuation adjustment risk
for exposures to corporate counterparties). The total capital ratio also fell accordingly,
from 18.25% to 17.87%.

The fully-loaded ratios, i.e. without weighting the Assicurazioni Generali
investment at 370% and with full application of the IFRS9 effect, stood at 13.36%
(CETT ratio) and 16.96% (total capital ratio), slightly lower than last year, when they
were 13.72% and 17.56% respectively).

At the Annual General Meeting to be held on 28 October 2021, shareholders will
be asked, subject to authorization from the ECB, to authorize management to cancel
the treasury shares held by the Bank and to implement a new share buyback up to the
equivalent of 3% of the company’s share capital.

® ok 3k

Significant events that took place during the twelve months under review
were as follows:

— The Burgo group debt restructuring plan under Article 67 of the Italian
Bankruptey Law has been completed, with the entry of a new institutional
investor (the QuattroR fund) and the refinancing of the entire existing debt,
senior and convertible. In view of this, the new position has been given
assigned performing status, resulting in the writeback of much of the
provision previously set aside to cover the previous exposure classified as
UTP, releasing approx. €110m to the profit and loss account. At the same
time, the equity instrument received in 2015 for a nominal amount of €130m
which was written off entirely, has now been recognized at a fair value of
€55m (42% of its nominal value);?

— An agreement has been signed with the Italian revenue authority for profits
deriving from use of the Mediobanca brand to be eligible for tax relief (under

* These investments are classified as equity, hence the effects of the valuation, which is based on an internal model, impact only on net equity and
are not passed through to profit and loss.

Review of Operations | 13



the so-called “Patent Box” regulations);* this initiative, which was launched
in May 2016, has enabled the current taxation for FY 2020-21 to be reduced
by €9.4m, in respect of the 2015-20 five-year period (the maximum period
allowed by the regulations);

— Realignment of tax and accounting values for the former Banca Esperia
brand and goodwill plus two properties, pursuant to Article 110 of Italian
Decree Law 104/20°, resulting in €6.8m being taken through profit and loss,
representing the balance of the provision set aside for the withholding tax
to be paid (€4.7m) and the calculation of the tax benefit expected in the
coming years (deferred tax of €11.5m);

— The departure of Erik Maris, one of the two founding partners of French-
based subsidiary Messier et Associés — Groupe Mediobanca, resulting in
the relevant clawback mechanisms being activated for part of the upfront
remuneration paid to him (which had been deposited in an escrow account),
and in his minority share (of 16.7%) being bought out for a token price of €1.
Overall this resulted in a gain for Mediobanca of €13.9m, which, however,
was offset by a reduction in the value of the investment, to reflect the likely
reduction in profits going forward as a result of the partner’s exit.

Earnings/financial data

The profit and loss account and balance sheet have been restated to provide
the most accurate reflection of the Bank’s operations. The results are also
presented in the format recommended by the Bank of Italy in the annex.

*Ttalian Law no. 190 of 23 December 2014, Article 1, paragraphs 37-45.
% In accordance with the provisions of the 2021 Italian financial law (Article 110 of Italian Decree Law 104/20).
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RESTATED PROFIT AND LOSS ACCOUNT

(€m)
Profit-and-loss data 30/6/21 30/6/20 Chg. (%)
Net interest income 121.0 99.9 21.1%
Net treasury income 179.4 127.1 41.1%
Net fee and commission income 303.1 231.7 30.8%
Dividends on investments 416.4 104.2 n.m.
Total income 1,019.9 562.9 81.2%
Labour costs (249.8) (221.9) 12.6%
Administrative expenses (172.0) (180.8) -4.9%
Operating costs (421.8) (402.7) 4.7%
Loan loss provisions 75.4 15.7 n.m.
Provisions for other financial assets 44.1 (21.8) n.m.
Impairment on investments (1.0) (61.4) n.m.
Other income (losses) (29.4) (39.7) -25.9%
Profit before tax 686.6 53.0 n.m.
Income tax for the period (108.2) (13.6) n.m.
Net profit 578.4 39.4 n.m.
RESTATED BALANCE SHEET

(€m)
Balance Sheet 30/6/21 30/6/20
Assets
Financial assets held for trading 11,336.8 9,214.7
Treasury financial assets 10,122.1 10,306.8
Banking book securities 8,716.0 9,592.2
Customer loans 37,103.6 30,507.4
Equity Investments 4,475.1 4,089.0
Tangible and intangible assets 167.1 168.4
Other assets 782.8 959.4
Total assets 72,703.5 64,837.9
Liabilities and net equity
Funding 52,045.0 46,273.9
Treasury financial liabilities 3,826.5 4,614.1
Financial liabilities held for trading 10,342.4 8,351.7
Other liabilities 937.6 762.7
Provisions 136.5 121.6
Net equity 4,837.1 4,674.5
Profit of the period 578.4 39.4
Total liabilities and net equity 72,703.5 64,837.9
Regulatory capital (€ mln) 4,658.3 4,617.7
Solvency margin (€ min) 5,702.5 5,689.1
RWA (€ min) 31,911.9 31,179.4
Regulatory capital/RWA 14.60% 14.81%
Solvency margin/RWA 17.87% 18.25%
No. of shares outstanding (min) 887.3 887.2
Market capitalization (€ mln) 8,739.7 5,669.4
No. of staff’ 1.021 1.008
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Review of key items

Funding — funding grew from €46.3bn to €52bn, chiefly reflecting the increase
in CheBanca! deposits (from €12.2bn to €16.8bn, mostly in connection with
centralized treasury activities®) and the increased use of the T-LTRO programme
(up from €5.7bn to €7.4bn) in view of the extension of the favourable terms
offered (additional premium of 50 bps) with the aim of reducing the Group’s
cost of funding. The debt security component remained basically stable, edging
up from €16.3bn to €16.4bn, on new issues of €2.7bn against redemptions and
buybacks on the market totalling €2.6bn. The new issues included the first senior
unsecured green bond (€500m), the return to the institutional subordinated
market (with the issue of a €250m Tier 2 bond), plus the first Ttalian covered
bond issued at negative interest rates (€750m) with an effective time-to-market.

30/06/21 30/06/20 Chg.

(€m) % (€m) %
Debt securities 16,430.3 32% 16,331.8 35% 0.6%
Interbank funding 5,524.3 11% 5,439.3 12% 1.6%
ECB (T-LTRO / LTRO) 7,445.4 14% 5,660.8 12% 31.5%
Other funding 22,645.0 43% 18,842.0 41% 20.2%
- of which: CheBanca! intercompany 16,752.5 32% 12,166.5 26% 37.7%
- of which: private banking 4,038.9 8% 4,330.3 9% -6.7%
Total funding 52,045.0 100% 46,273.9 100% 12.5%

Loans and advances to customers — the 21.6% increase in customer loans,
from €30.5bn to €37.1bn, chiefly regards loans to Group companies, which rose
from €16.9bn to €23.5bn, in particular CheBanca! (up from €7bn to €10.7bn) and
Compass Banca (up from €4.8bn to €7.2bn), the upward trend reflecting once again
the centralized treasury management component as well as ordinary activities.
Loans and advances to Private Banking customers increased slightly, from €1.1bn
to €1.3bn, while loans to corporate clients remained stable at €12.3bn (€12.4bn)
despite a spike in early redemptions (€1.7bn) which impacted on the recovery in
new loans (up 5.3%, to €4.4bn), virtually all of which, however, were concentrated
in the investment grade so as not to affect the quality of the portfolio.

©In order to improve the efficiency of interest rate and liquidity management, Mediobanca S.p.A. has funded much of the Group’s mortgage lending
activity directly, which has increased the centralized current account component.
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30/06/21 30/06/20 Chg.

(€m) Y% (€m) Yo
Corporate customers 12,303.5 33% 12,413.7 41% -0.9%
Private customers 1,250.4 3% 1,144.8 4% 9.2%
Group companies 23,549.7 64% 16,948.9 55% 38.9%
Total loans and advances to customers 37,103.6 100% 30,507.4 100% 21.6%
— of which: impaired assets 74.3 287.3 -74.0%
30/06/21 30/06/20 Chg.
(€m) Yo (€m) Yo
Ttaly 9,366.9 69% 9,020.6 67% 3.8%
France 1,422.5 10% 1,275.0 9% 11.6%
Spain 1,051.9 8% 892.0 7% 17.9%
Germany 913.7 7% 1,243.1 9% -26.5%
UK 500.0 4% 653.4 5% -23.5%
Other non-resident 298.9 2% 474.4 3% -37.0%
Total loans and advances to customers 13,553.9 100% 13,558.5 100% —
30/06/21 30/06/20 Chg.
(€m) % (€m) %
Compass Banca 7,202.6 31% 4,822.0 29% 49.4%
CheBanca! 10,732.5 46% 6,974.3 42% 53.9%
Leasing 1,034.2 4% 1,091.6 6% -5.3%
Mediobanca International 3,560.0 15% 2,341.8 14% 52.0%
Others 1,020.4 4% 1,719.2 10% -40.6%
Total loans and advances to Group
companies 23,549.7 100% 16,948.9 100% 38.9%

Non-performing loans recorded their lowest levels for the past decade: gross
NPLs totalled €144.9m (€468.7m), regard just two corporate positions and four
Private Banking exposures, and account for 1.07% of total loans (3.5%). Net
NPLs totalled €74.3m (€287.2m last year), equal to 0.55% of the total loan
book, with a higher coverage ratio of 48.7% (38.7%). Bad debts totalled €10.3m,
all of which in relation to Private Banking activity, and have been written off in
full. The figures also include non-performing exposures backed by intercompany
guarantees issued to Mediobanca International involving a gross amount of
€21m, with provisions of €4.1m.

The net balance of positions classified as Stage2 decreased from €437.2m to
€334.3m (0.90% of total loans), and chiefly regards the Large Corporate segment
(up from €386.3m to €287.1m), with €242.9m of the reduction attributable to
repayments which offset the €143.8m transfers to Stage2, most of which for
counterparties which have seen a significant increase in credit risk as a result of
their individual credit rating being revised.
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The coverage ratio for performing loans was basically stable, decreasing
from 0.23% to 0.22%), as a result of the careful provisioning policy which
absorbed the effects of application of the IFRS9 model, which involved setting
aside overlays of €63m. In particular, with the update of the macroeconomic
scenario at end-June 2021, the expected loss calculated by the models reduced
significantly versus the levels observed at end-December 2020; the effect of this
change was neutralized with overlays totalling €46m, in addition to the approx.
€17m set aside for prudential reasons in order to increase the provisioning for
all borrowers operating in the sectors worst affected by Covid-19 or which have
applied for waivers since the start of the pandemic.

In response to the economic crisis generated by the medical emergency,
Mediobanca has adhered to the provisions introduced by the “Cura ltalia”
decree,” allowing SME clients to suspend repayments for a time. As at 30 June
2021, the moratoria period had expired for all of the three counterparties that
had taken up this option, involving a total amount of €0.9m.

Mediobanca has received around thirty applications for waivers to financial
covenants from corporate clients; of these, only some have not met a capital or
interest payment. Given the temporary nature of the difficulties involved and the
lack of structural problems for these counterparties in terms of their liquidity,
only two of these waivers constitute forbearance measures. Nonetheless, some
of these positions have been reclassified as Stage2 on prudential grounds in
any case (as at 30 June 2021, these represented approx. one-quarter of the
applications and involved a total exposure of €349m,? or 0.9% of the total
performing loan book).

Equity investments — this heading includes controlling interests, interests in
associates, shares held as part of the banking book and classified as Hold to

Collect and Sell, and holdings in funds which under IFRS9 have to be recognized
at fair value through profit and loss.

7 Ttalian Decree Law 18/2020 (the so-called “Cura Italia” decree), as converted into law by Italian Law 27/2020.

8 This represents the total amount of gross on-balance-sheet exposures on the books of Mediobanca S.p.A., plus the total amount of the exposures
for which waivers have been granted by other Group companies (Wholesale Banking) but guaranteed by the parent company.
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(€m)

30/06/21 30/06/20

Book value HTC&S reserve Book value HTC&S reserve
Associates and subsidiaries 3,457.4 n.m. 3,150.7 n.m.
Other listed shares 130.2 71.9 112.5 62.5
Other unlisted shares 38.8 62.5 26.5 3.7
Other equity assets 169.6 9.6 160.0 —
Seed capital 418.6 — 413.7 —
Private equity 79.4 — 68.5 —
Other funds 131.1 — 157.1 —
Total equities 4,475.1 144.0 4,089.0 66.2

The increase in equity investments, from €4.1bn to €4.5bn, chiefly involves
the capital increases implemented by some of the Group companies, in particular

CheBanca! (€280m).

Investments in associates are unchanged at €1,135.3m, and consist of
the investment in Assicurazioni Generali (equal to 12.8% of the ordinary
share capital) booked at €1,096.3m, and the investment in Istituto Europeo
di Oncologia (25.4% of the ordinary share capital), booked at €39m. At the
reporting date, the unrealized gain on the Assicurazioni Generali investment is
above €2bn (€2,526m based on current stock market prices).

Interests in subsidiaries rose from €2,015.4m to €2,322.1m, the increase
being due to the following:

—  The capital increase implemented by CheBanca! in an amount of €280m, which
was necessary in order to improve the company’s individual leverage ratio;

— The capital increase implemented by Cairn Capital (£22.8m subscribed for,
against an increase in the share capital of £26.5m) in connection with the
Revenue Sharing Agreement entered into as part of the Bybrook deal, plus
the buyout of certain minority interests amounting to £7m which takes the
share which Mediobanca owns in the company to 85.13%;

—  The buyout of minority interests in RAM (€10.1m), taking the share owned
by Mediobanca in the company to 94.7%; acquisition of this stake, at fair
value, enabled the impact of the impairment charges (in line with those
taken at the consolidated level) to be kept to just €1.5m;

—  The reduction in the book value at which the Messier et Associés investment
is carried, of €13.9m, to reflect the reduced profitability going forward after
one of the two equity partners left the company, offset by the gain realized on
activating the clawback mechanisms provided, and acquisition of a further
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16.7% stake in the company for a token price of €1; overall Mediobanca now

holds a stake of 83.11% in the company, which is carried at a book value of
€93.9m (30/6/20: 66.42%, at €107.9m).

Equities (listed and unlisted) and other equity instruments rose from
€299.1m to €388.6m, chiefly to adjustments to fair value at the reporting date
(adding €77.8m, booked to the net equity reserves), €55m of which refer to
the Burgo equity instrument. Seed capital invested in funds managed by Group
companies rose by €4.9m, representing the difference between net divestments
in the twelve months (€-41.9m) and alignment to the investments’ respective
NAVs at the reporting date (for a total of €46.8m). Holdings in private equity
and other funds decreased from €225.6m to €210.5m, following redemptions of
€20.1m against upward value adjustments of €5.1m.

Percentage

shareholding 30/06/21 30/06/20
Associates
Assicurazioni Generali 12.8 1,096.3 1,096.3
Istituto Europeo di Oncologia 25.4 39.0 39.0
Total associates 1,135.3 1,135.3
Total subsidiaries 2,322.1 2,015.4
Total equity investments 3,457.4 3,150.7

Banking book debt securities — these include securities recognized at
amortized cost (under the “Hold-To-Collect” business model, or “HTC”) and
FVOCI (“Hold-To-Collect and Sell”, or HTC&S), and debt securities which
have failed the SPPI test which, under IFRS9, have to be recognized at FVPL.

30/06/21 30/06/20

(€m) % (€m) %
Hold to Collect 4,316.8 49.5% 6,053.2 63.1%
Hold to Collect & Sell 4,346.9 49.9% 3,485.9 36.3%
Other (mandatorily measured at I'V) 52.3 0.6% 53.1 0.6%
Total banking book securities 8,716.0 100% 9,592.2 100%

This segment reflects a value of €8,716.0m, lower than last year (€9,592.2m),
following the repayment of certain Compass Banca securitizations (€1.4bn).
External purchases amounted to €4.3bn (mostly ltalian government securities
classified as HTC&S), and outweighed disposals and redemptions totalling
€3.8bn, with €48.7m in profits realized. The OCI reserve increased from €13.1m
to €73m, chiefly due to upward adjustments to reflect fair value at end-June

2021 totalling €107.5m.
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The share of sovereign debt securities increased from €4.4bn to €5.1bn,
of which €3.3bn ltalian, with duration of approx. three years; the Group’
securitizations (with Compass Banca receivables as the underlying instrument)

fell from €2.6bn to €1.2bn.

Unrealized gains on securities classified as HTC (which are recognized at
cost) increased from €49.6m to €123.5m.

30/06/21 30/06/20
Book value oc1 Book value ocl
urc  uregs oo urc  Hrcgs e
Ttalian government securities 1,053.0 2,229.3 41.6 1,293.1 1,740.0 2.6
Other government securities 483.5 1,360.5 (1.3) 533.0 873.6 0.4)
Bonds issued by financial institutions 2,691.8 468.6 20.5 4,009.9 613.3 8.3
of which: Consumer Banking ABS securities 1,196.7 2,574.3
Corporate bonds 88.5 282.5 12.2 217.2 259.0 2.6
Total banking book securities 4,316.8 4,346.9 73.0 6,053.2 3,485.9 13.1

Net treasury assets — the balance between financial instruments held for
trading purposes and trading assets and liabilities totalled €7,290m, higher than
the €6,555.7m reported last year, due to trading in financial assets, in particular
equities (up from €1,789.7m to €2,238.5m) and bonds (up from €597.4m to
€870.9m), largely offset by the increase in trading liabilities due to the rise in
issues of certificates (from €1,357.1m to €1,882.9m) and the reduction in net
treasury funding, which decreased from €4,614.1m to €3,826.5m.

More efficient liquidity management led to a reduction in deposits held with
the ECB (from €3.1bn to €1.6bn) in favour of more dynamic treasury assets
(such as time deposits, repos, secured/unsecured trades, etc.), while seeking
to preserve the liquidity indicators, such as the LCR and Asset Encumbrance
Ratio, and minimize the impact of any temporary excess liquidity.

30/06/21 30/06/20 Chg.

(€m) (€m) %

Financial assets held for trading 11,336.8 9,214.7 23.0%
Treasury funds 10,122.1 10,306.8 -1.8%
Financial liabilities held for trading (10,342.4) (8,351.7) 23.8%
Treasury funding (3,826.5) (4,614.1) -17.1%
Total Net treasury assets 7,290.0 6,555.7 11.2%
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30/06/21 30/06/20 Chg.
(€m) (€m) %
Loan trading 4.0 3.9 3%
Derivatives contract valuations (236.1) (170.9) 38%
Certificates (1,882.9) (1,357.1) 39%
Equities 2,238.5 1,789.7 25%
Bond securities 870.9 597.4 46%
Financial instruments held for trading 994.4 863.0 15.2%
30/06/21 30/06/20 Chg.
(€m) (€m) %
Cash and current accounts 1,194.1 1,179.7 1%
Cash available at BCE 1,554.1 3,101.4 -50%
Deposits 3,547.4 1.411.6 n.m.
Net treasury 6,295.6 5,692.7 10.6%
(€m)

30/06/21 30/06/20
Assets Liabilities Assets Liabilities
Italian government securities 1,758.3 (1,741.4) 1,274.8 (1,109.2)
Other government securities 1,120.0 (2,059.4) 606.2 (1,828.4)
Bonds issued by financial institutions 1,201.6 — 1.291.3 —
Corporate bonds 537.3 0.9) 333.7 —
Asset Backet Securities (ABS) 55.4 — 29.0 —
Shares 2,499.2 (260.7) 2,014.8 225.1)
Total banking book securities 7,171.8 (4,062.4) 5,549.8 (3,162.7)
(€m)

30/06/21 30/06/20
Assets Liabilities Assets Liabilities
Interest rate swaps 702.4 (744.6) 1,073.2 (959.0)
Foreign exchange 210.8 (303.2) 223.2 (278.3)
Interest rate options/futures 5.5 (20.1) 43.6 (10.5)
Equity swaps e options 2,922.8 (2,973.0) 2,135.3 (2,336.9)
Credit derivaties 319.6 (355.7) 185.6 (247.1)
Pricing derivates 4,161.1 (4,397.2) 3,660.9 (3,831.8)
(€m)

30/06/21 30/06/20
Assets Liabilities Assets Liabilities
Deposits for securities lending/PCT 3,009.5 (1,548.9) 3,134.7 (2,596.1)
Depositsper stock lending 407.1 (449.5) 324.4 (318.7)
Other Deposit 3,957.3 (1,828.1) 2,566.6 (1,699.3)
Deposits 7,373.9 (3,826.5) 6,025.7 (4,614.1)
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Tangible and intangible assets — this item remained virtually unchanged,
following depreciation and amortization charges totalling €8.9m (including the
IFRS16 effect) offset by new additions totalling €8.3m (including the increase in
the right of use under IFRS16).

30/06/21 30/06/20 Chg.

(€m) % (€m) %
Land and properties 129.0 7% 129.3 77% 0%
- of which: core 104.8 63% 104.8 62% 0%
Other tangible assets 9.3 6% 10.0 6% -1%
Other intangible assets 28.8 17% 29.2 17% -1%
- Of which: goodwill 12.5 7% 12.5 7% 0%
- Of which: brand 15.5 9% 15.5 9% 0%
Total tangible and intangible assets 167.1 100% 168.5 100% -1%

A list of the Bank’s core properties is provided below:

Sqm. Book value 30/6/21
(€m) Book value per sqm
(€/000)
Milano:
— Piazzetta Enrico Cuccia n. 1 9,318 14.4 1.5
— Via Filodrammatici n. 1, 3, 5, 7 - Piazzetta
Bossi n. 1 - Piazza Paolo Ferrari 6 13,390 62.7 4.7
— Foro Buonaparte n. 10 2,926 9.1 3.1
Total core properties 25,634 86.2

Provisions — provisions totalled €136.5m, higher than last year (€121.6m),
the increase being due to the higher amounts set aside for commitments to
disburse finance and for guarantees issued (from €42.5m to €60.2m) mostly due
to the ongoing uncertainty of the macroeconomic scenario. The staff severance
indemnity provision reduced slightly, from €7.7m to €7.4m, as did the provisions
for other risks and expenses (from €71.4m to €68.9m), reflecting withdrawals for
legal expenses and labour costs.

30/06/21 30/06/20 Chg.
(€m) Yo (€m) Yo
Commitments and financial
guarantees given 60.2 44% 42.5 35% 41.6%
Provisions for risks and charges 68.9 51% 71.4 59% -3.5%
Staff severance provision 7.4 5% 7.7 6% -3.9%
of which: staff severance
provision discount 0.8 — 0.9 — -11.1%
Total provisions 136.5 100% 121.6 100% 12.3%
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Net equity — the increase in net equity, from €4,713.9m to €5,415.5m, reflects
the profit for the year (€578.4m) and the higher valuation reserves, which more
than doubled, from €74m to €184m, due to FVOCI financial assets (the balance
of which increased from €70.5m to €183.8m). The share capital remained
unchanged, at €443.6m, while treasury shares owned were down slightly (at
24.9 million, or 2.81% of the share capital, compared with 26.6 million and 3%
last year), after 1.7 million shares were used in connection with the performance

share scheme.

(€m)

30/06/21 30/06/20 Chg.

Share capital 443.6 443.6 —
Other reserves 4,209.5 4,156.9 1.3%
Valuation reserves 184.0 74.0 n.m.
-of which: OCI 183.8 70.5 n.m.
cash flow hedge — — n.m.

Profit for the period 578.4 39.4 n.m.
Total net equity 5,415.5 4,713.9 14.9%

Of the OCI reserve, €144m involved shares (including €55m for the Burgo
equity instrument) and €73m other securities (of which €41.6m in Italian
government securities) net of the €33.2m tax effect.

(€m)

30/06/21 30/06/20 Chg.

Equity shares 144.0 60.3 n.m.
Bonds 73.0 13.1 n.m.
of which: Italian government bonds 41.6 2.6 n.m.
Tax effect (33.2) 8.9 n.m.
Total OCI reserve 183.8 70.5 n.m.
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Profit and loss account

Net interest income — Net interest income rose from €99.9m to €121m, an
increase of 21.1%, reflecting the substantial reduction in interest expense
(from €467.4m to €403.7m), due chiefly to the lower cost of funding (in turn
attributable to the increased recourse to the T-LTRO facility), which offset the
reduction in interest income (from €567.3m to €524.7m) reflecting the lower
returns on loans and the decrease in NII from the banking book (down €131.5m
to €103.2m).

(€m)

30/06/21 30/06/20 Chg.

Interest income 524.7 567.3 -1.5%
Interest expense (403.7) (467.4) -13.6%
Interest margin 121.0 99.9 21.1%

Net treasury income totalled €179.4m, an increase of 41.1% on last year
(€127.1m). This result was driven in particular by the contribution of the
proprietary trading book, which went from a €7.7m loss last year to a €32.4m
profit, and by that of the banking book (the profit on which rose from €36.2m
to €60.2m), offsetting the reduction in Capital Market Solutions client activity
(from €83m to €58.4m) due to the difficulties encountered in distributing
structured products, which hit the fixed-income segment in particular, which
was made even more pronounced by last year’s good performance. Dividends
and other income from funds invested as part of Principal Investing increased
from €15.6m to €28.4m due in part to certain non-recurring items (dividends
from Jakala and Philogen).

(€m)

12 mths ended 12 mths ended
30/6/21 30/6/20 Chg.
Dividends 28.4 15.6 82.1%
Fixed-income trading profit 121.2 77.6 56.2%
Equity trading profit 29.8 33.9 -12.1%
Net trading income 179.4 127.1 41.1%
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Net fee and commission income rose from €231.7m to €303.1m, an increase
of 30.8% attributable to all segments but in particular to intense activity in
Equity Capital Markets which delivered an outstanding performance of €62.5m,
through participating in all the largest domestic deals. Fees from lending
also increased, from €33.8m to €45.8m, while the contribution from advisory
business was virtually unchanged (down marginally from €78.6m to €77.6m).
Private Banking operations contributed fees of €81.4m, a sharp increase on last
year (€69.7m), helped by a good performance in management and brokerage
fees which offset the reduction in performance fees (from €5.9m to €2.1m) to
which should be added fees credit back to others in connection with private
equity initiatives placed with clients (approx. €8m).

(€m)

12 mths ended 12 mths ended

30/6/21 30/6/20 Chg.

Lending 45.8 33.8 35.5%
Advisory M&A 77.6 78.6 -1.3%
Capital Market 62.5 229 n.m.
Private Banking 81.4 69.7 16.8%
of which perfomance fees 2.1 5.9 -64.4%
Other income 35.8 26.7 34.5%
Net fee and commission income 303.1 231.7 30.8%

Dividends from equity investments and investments in Group
companies — these totalled €416.4m, far higher than last year (€104.2m),
due to the higher contribution from Assicurazioni Generali (up from €101.4m
to €204.7m), Compass Banca resuming payment of a dividend (€200m), and
amounts collected from Messier et Associés (€9.5m, the ordinary dividend
for 2020) and Burgo (€2.2m, a one-off distribution linked to the company’s
restructuring).

Operating costs — operating costs rose by 4.7%, from €402.7m to €421.8m,
and chiefly regard labour costs (up 12.6%, from €221.9m to €249.8m),
reflecting the higher variable component aligned with the outstanding results
delivered by the Bank in all its business lines and in investment banking
in particular. Administrative expenses were down 4.9% (from €180.8m to
€172m), due in particular to the reduced impact of spending on travel, events
and entertainment (other labour costs); the increase in other data processing
costs reflects the investments in technology and the resumption of project
activities, and also includes the component for software that is no longer
acquired directly so the share of the amortization is gradually replaced by the
service charge.
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(€m)

12 mths ended 12 mths ended
30/6/21 30/6/120 Chg.
Labour costs 249.8 221.9 12.6%
of which: directors 3.4 2.8 21.4%
stock options and performance shares schemes 12.8 11.2 14.3%
Sundry operating costs and expenses 172.0 180.8 -4.9%
of which: depreciations and amortizations 9.1 13.6 -33.1%
administrative expenses 162.6 166.5 -2.3%
Operating costs 421.8 402.7 4.8%

The table below shows a breakdown of the other administrative expenses by type.

(€m)
12 mths ended 12 mths ended

30/6/21 30/6/20 Chg.

Legal, tax and professional services 9.9 11.6 -14.7%
Other consultancy expenses 19.8 16.8 17.9%
Marketing and communication 3.1 3.8 -18.4%
Rent and property maintenance 4.0 4.8 -16.7%
EDP 71.9 65.8 9.3%
Financial information subscription 21.6 22.3 -3.1%
Bank services, collection and payment commissions 1.2 2.9 -58.6%
Operating expenses 6.1 6.3 -3.2%
Other labour costs 1.3 6.5 -80.0%
Other costs 17.8 19.2 -1.3%
Direct and indirect taxes 5.9 6.5 -9.2%
Total administrative expenses 162.6 166.5 -2.3%

Loan loss provisions — writebacks increased from €15.7m to €75.4m, continuing
to benefit from the reduction in UTP positions and the related release of funds back
to profit and loss (the Burgo effect was equal to €110m). The heading also reflects
the increased use of overlays for performing positions made on prudential grounds
(approx. €35m for on-balance-sheet positions and approx. €28m for off-balance-
sheet positions), to neutralize the writebacks deriving from the adaptation of the
macroeconomic scenario in the IFRS9 models, so as to maintain the same level of
provisioning as at end-2020.

Provisions for other financial assets’ — this heading reflects net writebacks
of €44.1m for the twelve months (compared with €21.8m in net writedowns last
year), representing the balance between upward adjustments for financial assets
mandatorily recognized at fair value (investments in Group funds and other private

¢ Under IFRS9, the impairment process is extended to include all financial assets (securities, repos, deposits and current accounts) recognized at
cost (HTC) and debt securities recognized FVOCI (HTC&S), including intercompany accounts.
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equity and real estate funds) of €52.7m, and the provisioning for the banking book
assets (accounting for €8.7m) linked to the adaptation of the IFRS9 models along
with the setting aside of prudential overlays. In particular, recognizing the seed
capital invested in equity products (RAM Al) and credit products (Cairn Capital)
generated €41.7m, comfortably offsetting the €10.9m net loss reported last year.

(€m)

12 mths ended 12 mths ended
30/6/21 30/6/20 Chg.
Hold-to-Collect securities (2.5) (5.7) -56.1%
Hold-to-Collect & Sell securities 6.1) (4.8) 27.1%
Other 52.7 (11.3) n.m.
Total 44.1 (21.8) n.m.

Other gains (losses) — this item reflects a net loss of €29.4m, representing a
slight recovery from the €39.7m loss incurred last year. This heading consists of:

—  Contributions to resolution funds totalling €45.6m, split between the EU Single
Resolution Fund (€34.1m, 14% higher than last year), the final tranche of
the additional contribution to the national resolution fund (€11.1m), and the
contribution to the Italian deposit guarantee scheme (DGS) (€0.4m);

—  The one-off gain (€16.2m) deriving from adhering to the “Patent Box™ process!’
for the Mediobanca brand (€9.4m) and the tax relief'! on former Banca Esperia
intangible assets and portions of real estate assets (€6.8m), representing the
balance between withholding tax payable (€4.7m) and the benefit from alignment
of advance/deferred income tax (€11.5m).

Income tax rose from €13.6m last year to €108.2m, on a tax rate that declined
from 25.7% to 15.8%, due to the lower percentage accounted for by the non-
deductible component of labour costs, depreciation/amortization and other
administrative expenses for IRAP purposes. The tax rate was boosted by the
partial exemption of dividends on equity investments.

Mediobanca (as consolidating entity) has adopted tax consolidation,
which includes Compass Banca, SelmaBipiemme Leasing, MIS, CheBancal,
MBCredit Solutions and Spafid Connect. Relations between the consolidating
and consolidated entities are governed by bilateral agreements regulating cash
flows, exchanges of information and the individual companies’ responsibilities
versus the revenue authorities.

'*In accordance with the provisions of the Italian stability law for 2015.

' In reference to Italian budget law for 2021 (cf. Article 110 of Ttalian Decree Law 104/20).
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In May 2021, the Board of Directors of Mediobanca S.p.A. adopted the guidelines
and conduct principles for the Group in applying the tax regulations in ltaly and
elsewhere. These are contained in the document on Tax conduct principles which
has been published on the Group’s website, and constitute one of the prerequisites
for adopting the Tax Control Framework.

Related parties disclosure

Financial accounts outstanding as at 30 June 2021 between companies
forming part of the Mediobanca Group and related parties and transactions
undertaken between such parties during the financial year, are illustrated in Part
H of the notes to the accounts, along with all the information required in respect
of transparency pursuant to Consob resolution 17221 issued on 12 March 2010.

All such accounts fall within the company’s ordinary operations, are
maintained on an arm’s length basis, and are entered into in the interests of
the Group itself. No atypical or unusual transactions have been entered into
with these counterparties.

Other information

With regard to securities trading, a total of 27.5 million Mediobanca
shares were traded on behalf of customers, worth €224.5m.

Information regarding the Bank’s ownership structure as required under
Article 123-bis of Italian Legislative Decree 58/98 is contained in the
annual statement on corporate governance attached hereto and available on
the Bank’s website (Governance).

Assets which have been revalued and recorded in the balance sheet are

listed in table A.

The other information on ratings and research is shown on p. 73 of the
consolidated Review of Operations.
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Information on the most important litigation pending involving the Bank
is also provided in Liabilities, section 10.

sk osk sk

Other reports

The following documents are also available on the Bank’s website at
www.mediobanca.com (section “Governance”): the Annual Statement on Corporate
Governance and Ownership Structure and the Report on Remuneration and
Compensation Paid as required by Article 123-bis of Italian Legislative Decree 58/98
(the “Italian Finance Act”).

kock sk

Outlook

The fact that so many of the one-off items recorded this year are unlikely to
be repeated should be offset by the marked improvement in the macroeconomic
scenario. The likely absence of so many big tickets in investment banking (which
at present are not foreseeable) should be compensated by further acceleration
in Private Banking business and a recovery in corporate lending, while the
expected lower income from Principal Investing and the banking book should
be offset by more buoyant client-driven activities.

At the same time, operating costs are set to grow, following the resumption
of project activities and travel and entertainment-related expenses which this
year were at an all-time low.

The cost of risk continues to be conditional upon the performances of the

UTP positions and to the substantial overlays set aside, which should help
repeat the good levels seen in recent years.

Milan, 23 September 2021

THE BOARD oF DIRECTORS
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Financial year ended 30 June 2021: proposal to approve
financial statements and allocation of profit

Dear shareholders,

The net profit for the year was € 578,366,244.96 to be allocated as follows:

€  4,656.60 To the Legal reserve, which accordingly would
amount to €88,728,001.30, or 20% of the Bank’s
share capital;

€ 57,831,967.90 To the Statutory reserve;

€ 520,529,620.46 Profit remaining

We therefore propose to distribute a €0.66 dividend on each of the
862,369,906 shares in issue entitling their holders to such rights, taking
account of the redistribution of treasury shares attributable, for a total amount of
€569,164,137.96, consisting of the remaining profit plus €48,634,517.50 taken

from the Statutory Reserve, as shown in the table below.

It should be noted that the dividend per share will remain unchanged even
if the Bank at the record date owns more treasury shares than it does at the date
hereof. If this were to happen, the overall amount of the profit distributed will be
reduced accordingly, and the difference taken to the Statutory Reserve.

Accordingly, you are invited to approve the financial statements for the year
ended 30 June 2021, including the balance sheet, profit and loss account and
accompanying schedules, plus the following profit allocation:

Net profit for the year € 578,366,244.96
To the Legal Reserve € 4,656.60
To the Statutory Reserve € 57.831,967.90
Remaining profit € 520,529,620.46
From the Statutory Reserve € 48,634,517.50
Dividend of €0.66 per share on 862,369,906 shares € 569,164,137.96

The dividend of €0.66 per share will be paid on 24 November 2021, with the
shares going ex-rights on 22 November 2021.

Milan, 23 September 2021
THE BOARD OF DIRECTORS

Review of Operations ‘ 31
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DECLARATION IN RESPECT OF
THE INDIVIDUAL FINANCIAL STATEMENTS

as required by Article 81-zer of Consob resolution no. 11971
issued on 14 May 1999 as amended

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

— were adequate in view of the company’s characteristics;
—  were effectively applied in the year ended 30 June 2021.

2. Assessment of the adequacy of said administrative and accounting
procedures for the preparation of the individual financial statements as at
30 June 2021 was based on a model defined by Mediobanca in accordance
with benchmark standards for internal control systems which are widely
accepted at international level (CoSO and CobiT frameworks).

3. ltis further hereby declared that

3.1 the separate financial statements:

— has been drawn up in accordance with the International Financial
Reporting Standards adopted by the European Union pursuant to
EC regulation no. 1606/02 issued by the European Parliament and
Council on 19 July 2002;

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

— is adequate for the purpose of providing a truthful and accurate
representation of the capital, earnings and financial situation of the issuer.

3.2 the review of operations contains reliable analysis of the Mediobanca’s
operating performance and results, and of its situation, along with a
description of the main risks and uncertainties to which they are exposed.

Milan, 23 September 2021

Head of Company
Chief Executive Officer Financial Reporting
Alberto Nagel Emanuele Flappini
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Independent auditor’s report
in accordance with article 14 of Legislative Decree No. 39 of 27 January 2010 and article 10 of
Regulation (EU) No. 537/2014

To the shareholders of
Mediobanca SpA

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Mediobanca SpA (the “Company”), which comprise the
balance sheet as of 30 June 2021, the profit and loss account, the comprehensive profit and loss
account, the statement of changes to net equity, the cash flow statement for the year then ended, and
notes to the accounts, including a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial position of the
Company as of 30 June 2021, and of the result of its operations and cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted by the European
Union, as well as with the regulations issued to implement article 9 of Legislative Decree No. 38/05
and article 43 of Legislative Decree No. 136/15.

Basts for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA Italia).

Our responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of this report. We are independent of the Company
pursuant to the regulations and standards on ethics and independence applicable to audits of
financial statements under Italian law. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the

context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.
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Angelo Finelli 8 Tel. 051 6186211 - Brescia 25121 Viale Duca d’Aosta 28 Tel. 030 3697501 - Catania 95129 Corso Italia 302 Tel. 0095 7532311 -
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Key Audit Matters

Auditing procedures performed in
response to key audit matters

Recoverable amount of equity investments
in subsidiaries and associates

Notes to the accounts:

Part A - Accounting policies, A.2 Significant
accounting policies — Equity investments

Part B — Notes to the balance sheet, Assets,
Section 7

Part C — Notes to the profit and loss account,
Section 15 — Gain (loss) on equity investments —
Heading 220

As of 30 June 2021 the carrying amount of equity
investments amounted to Euro 3,457.4 million, of
which Euro 2,322.1 million referred to
subsidiaries pursuant to IFRS 10, and Euro
1,135.3 million related to associates pursuant to
IAS 28.

During the financial year, losses on equity
investments were charged for Euro 15.4 million of
which Euro 13.9 million due to the partial
impairment of the carrying amount of the
subsidiary Messier at Associés S.C.A..

The directors are required to assess the
recoverable amount of equity investments
recognised in the financial statements at least
once a year (so-called “impairment test”),
whether there is any indication that an asset may
be impaired during the year. In accordance with
IAS 36 this assessment is based on the
comparison between the carrying amount and the
higher of the fair value less costs to sell and the
value in use of each cash generating unit (“CGU”)
to which the equity investments subject to
impairment test relate.

The recoverable amount of each equity
investment was estimated by the directors, also
with the support of independent third-party
experts, by applying consolidated and
acknowledged methodologies consistent with the
prevailing practice requiring the use of
information, parameters and assumptions that
result in a high degree of complexity of the
estimation processes, with particular reference to

In performing our audit, we considered
internal control relevant to financial
reporting, in order to define appropriate
auditing procedures.

Specifically, the following activities were
performed also with the support of experts of
the PwC network:

. Understanding and evaluation of the
process and methodology adopted by
the directors to carry out the
impairment tests of equity
investments;

. Verification that the valuation
methods adopted were in line with the
requirements of IAS 36 “Impairment
of assets”, taking account of the
market practice, the distinctive
characteristics of each equity
investment, as well as the
communications from the Supervisory
Authorities issued following the Covid-
19 pandemic;

. Verification of the scope of the equity
investments tested for impairment
and, on a sample basis:

- Comparison of the forecast data
prepared during the previous year
with the actual data of the current
year in relation to each equity
investment, in order to verify the
reasonableness of the directors’
assumptions;

- Assessment of the reasonableness
of the future projections, taking
account of the uncertainty linked to
the Covid-19 pandemic;

- Assessment of the reasonableness,
also by way of a comparison with
external data, where available, of
the main quantitative assumptions
(cost of capital, discount and
growth rates) determined by the
directors also with the support of
independent third-party experts,
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the expected future cash flows.

Again, for the year ended 30 June 2021, the
estimation process proved to be still complex
considering the persisting uncertainty of the
macro-economic scenario due to the Covid-19
pandemic; when deemed necessary, the directors
have therefore adjusted their estimates of the
cash flows projections.

For the reasons set out above, we considered the
recoverable amount of equity investments in
subsidiaries and associates as a key audit matter
for the audit of the financial statements of
Mediobanca SpA as at 30 June 2021.

and used to performed impairment
tests;

- Verification of the accuracy of the
mathematical calculations behind
the evaluation models used and the
correctness of the calculations;

- Assessment of the results of the
sensitivity analyses carried out by
the directors on the main
quantitative parameters;

e  Verification of the appropriateness and
completeness of disclosures provided by
the directors in the notes to the
accounts as required by the
International Financial Reporting
Standards and the applicable regulatory
framework, as well as the
communications from the Supervisory
Authorities issued in the aftermath of
the Covid-19 pandemic.

Valuation of loans to customers measured
at amortized cost

Notes to the accounts:

Part A — Accounting policies

Part B — Notes to the balance sheet, Assets,
Section 4

Part C — Notes to the profit and loss account,
Section 8

Part E — Information on risks and related
hedging policies — 1.1 Credit risk

As of 30 June 2021 loans to customers were equal
to Euro 17,746.4 million, corresponding to 84 per
cent of line item “40 b) Financial assets at
amortized cost — due from customers”, equal to
Euro 21,006.4 million and corresponding to 24

per cent of total assets in the financial statements.

Net write-backs on loans to customers charged in
the year amounted to Euro 38.6 million and
represent the directors’ best estimate in order to
reflect the expected losses on the loan portfolio at
the reporting date on the basis of the accounting
standards.

Estimation processes require significant
assumptions, aside from the verification of the
SICR (Significant Increase in Credit Risk) and the

In performing our audit we considered
internal control relevant to financial
reporting. In order to define auditing
procedures appropriate to the circumstances,
we took account of the changes and
adaptations required by the ongoing
uncertainties of the macro-economic scenario
due to the Covid-19 pandemic.

In order to address this key audit matter, the

following main activities were performed also

with the support of experts of the PwC
network:

e  Analysis of the adequacy of the IT
environment and test of the operating
effectiveness of relevant controls over the
IT systems and software applications
used for the valuation of loans;

e  Understanding and evaluation of the
design of relevant controls over the
monitoring, classification and
measurement of loans to customers and
tests of operating effectiveness of those
controls;

e  Understanding and verification of the
appropriateness of the policies,
procedures and models used to measure
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allocation of the portfolios to the various risk
stages (Staging), also when determining the
hypotheses and inputs to the ECL (Expected
Credit Loss) models and, in relation to assets
measured individually (Stage 3), when estimating
the expected future cash flows, the timing of those
cash flows, and the realisable value of any
collateral.

During the current year these estimation
processes proved to be far more complex to take
account of the uncertainties due to the persisting
macro-economic scenario affected by the Covid-
19 pandemic, as well as the consequent
government measures to support the economy,
including in particular the provision or
renegotiation of loans against public collaterals.

These circumstances required, as also pointed out
in the communications from the Supervisory
Authorities and standard setters, the update of
the processes and methods to measure loans, with
particular reference to the SICR determination
and, and the determination of the main variables
and estimation parameters of the ECL (macro-
economic variables, probability of default),
including adjustments to the estimation models to
incorporate the uncertainties due to the evolution
of the current pandemic context.

In view of the significance of the carrying value

and of the complexity of processes and methods
adopted, we considered the valuation of loans to
customers as a key audit matter for the financial
statements of Mediobanca SpA at 30 June 2021.

the SICR, for the stage allocation and for
determining the ECL, on both a
collective and individual basis.
Special attention was paid to the parties
which adopted and benefitted from
measures in support of the economy in
the wake of the Covid-19 pandemic,
especially debt moratoria;
Understanding and verification of the
methods to determine the main
estimation parameters used in the
models for the ECL calculation and the
changes and corrections introduced
during the year. Specifically, we verified
the reasonableness of the estimated
made by the directors when defining the
expected macro-economic scenarios with
specific regard to the adjustments to the
satellite model forecasts used to estimate
the risk parameters such as PD
(Probability of Default) and LGD (Loss
Given Default), with a view to consider
the increased risk in the current context
linked to the Covid-19 pandemic.
Specific tests were performed on the
correct application of the credit
conversion factors for off-balance sheet
commitments and exposures;
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