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A. THE FACTS
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Characteristics of the Fund
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ÅA closed-end alternative investment fund regulated by Italian law, reserved for professional investors.

ÅFund Size: ú4,249,000,000.

ÅInvestors: 67 Italian and foreign institutions which include banks, insurance companies, banking 

foundations and the Cassa Depositi e Prestiti.

ÅIndividual investment stakes are never greater than 20% of the size of the Fund.

ÅFund closing date: 29 April 2016

ÅFund Term of five years, plus three years, renewable each year.

ÅInvestment period of 18 months, that can be extended by another six months to finalize on-going 

transactions.

ÅFund maximum leverage of 110% (commitment method) to satisfy temporary liquidity requirements.

ÅNAV each 6 months.

ÅFund Administrator: Quaestio Capital Management SGR S.p.A.: 0.07% commission per annum.

ÅCustodian Bank: RBC Investor Services Bank S.A. (Milan Branch): 0.0125% commission per annum.

ÅAuditors: PriceWaterhouseCoopers.

ÅAsset Evaluators: Deloitte & Touche.



Fund Scope and Investment Policy 
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A. Up to 70% of the Fund: can be invested in banks with a lower capital ratio than the minimum

established in the context of the SREP and that therefore, upon request by the Supervisory Authority,

implement initiatives to reinforce capital by means of a share capital increase:

Åby underwriting shares on offer in the market, by means of agreements with one or more members

of the underwriting syndicate or by private placement dedicated to the Fund or by means of co-

investments;

Åthe Fund does not underwrite more than 75% of an individual issue, unless the underwriting of a

higher stake is necessary for the purpose of the successful completion of the operation;

Åfurther investments are possible for the share capital increase of banks in the Fund portfolio - if

requested by the Supervisor Authority - until 30 June 2019 provided that such investments do not

exceed the maximum limit of 70% that can be invested in bank shares and provided that there are

subscription commitments that are still ñcallableò;

Åinvestments that involve a Mandatory Tender Offer are excluded.

B. At least 30% of the Fund: will be invested in Non-Performing Loans (NPLs) from several Italian

banks, even guaranteed by assets through:

Åjunior tranche, occasionally mezzanine, in the securitisation of NPLs even as a form of co-

investment;

Åad hoc vehicles (SPV), including investment funds with underlying NPLs;

Åtangible or intangible assets or other rights (even non-guaranteed) for NPLs transactions;

Åafter 30 June 2017, all the portion of the Fund that is not invested in banks can be invested in NPLs.



Fund Scope and Investment Policy
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The FundôsFinancial Objective: a return of approximately 6% per annum.

Investment time-frame: medium to long term, in any case within the 5 year term of the Fund, which can

be extended by another three years each year.

Equity Investments:

- the Fund does not carry out any direct management activity in relation to the banks in which it

invests;

- there is the possibility to carry out partnerships or co-investment operations of any type with other

investors.

Non-Performing Loans:

- mainly junior tranches with a lower IRR than that traditionally requested by specialized investors

but in any case adequate, and coherent with a IRR of a bond with an average rating of

approximately single B.

ÅAs an example, it should be noted moreover, that the net median IRR achieved by investors of about

14,000 funds that are specialized in distressed debt is 12.2%*, which is equivalent to approximately

16% - 18% gross-of-fees.

ÅAs an example, consider the performance of the High Yield Corporate Bond indices** shown below:

- BofA Merrill Lynch Euro High Yield Index BB (YTM): 3.15%

- BofA Merrill Lynch Euro High Yield Index B (YTM): 6.23%

- BofA Merrill Lynch Euro High Yield Index CCC (YTM): 18.98%

(*): source Preqin(2016).

(**): data as of 27 April 2016, source: Factset Research Systems.



Fund Governance
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A fundamental principle of the Fund is the independence of the Asset Management Company

(the SGR) management from shareholders and investors.

ÅInvestment decisions taken by the SGR for the Fund are subject to the prior non-binding opinion of the

InvestorsôCommittee (the ñCommitteeò).

ÅThe SGR has procedures in place aimed at preventing the insurgence of conflict of interest, managing

operations with related parties adequately and guaranteeing maximum transparency in the investment

process.

ÅThe Committee is made up of nine members and it is elected by the InvestorsôMeeting on the basis of

a list voting system.

ÅThe independence of decisions made by the SGR is subject to continuous monitoring by the ECB.

Governance of the Fundôssignificant investments:

Å the SGR votes for the appointment of directors during the shareholdersômeetings of the banks in

which the Fund holds an investment, adhering to strict requirements of independence;

Å the SGR does not exercise a management or co-ordination role with respect to the banks;

Å the SGR does not intervene in the ordinary management of the bank.



Chronology and Next Steps
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11 April Presentation of the project to investors and announcement of the Fund launch.

12 April The SGR instituted the Fund and approved the Fundôs Prospectus.

18 April Sub-underwriting agreement signed with Unicredit for Banca Popolare di Vicenza (BPVi).

20 April Consob authorization for the marketing of the Fund .

21 April Announcement to the effect that the minimum threshold of ú4 billion has been reached and Fund is activated.

25 April 
Sub-underwriting agreement with Unicredit is extended to apply in the case that Banca Popolare di Vicenza 

(BPVi) does not achieve listing.

25 April ECB / Bank of Italy authorization to purchase a significant investment in BPVi.

29 April
Fund closing date: The Fund can be reopened at a later date following a change in the Prospectus that 

requires the consent of 66.6% of the shares represented in the Shareholdersô Meeting.

16 May First Shareholdersô Meeting is convened and the Investorsô Committee is appointed.

17 May First Investorsô Committee Meeting is convened.

May 2016 -

June 2017

Maximum of 30% can be invested in NPLs.

The rest is available for investment in equity in accordance with the requirements of the Fund Regulations.

June 2017

Nov 2017

Remaining portion of the Investment Period when commitments can be freely undertaken in accordance with 

the Fund Regulations, and of which at least 30% to be invested in NPLs.

Nov 2017 -

May 2018

The Investment Period has ended, but it is possible to finalize operations that were started during the 

Investment Period.

Until 

30 June 2019

The Fund can participate in share capital increases of banks that are already in the Fundôs portfolio that have 

been requested by the Supervisory Authorities, within the limit of 70% of the Fundôs total assets.

Until 

29 Apr 2021
The Fund can only disinvest.

After

29 Apr 2021

The Fund term can be extended each year for three years with the consent of 66.6% of the shares represented 

in the Shareholdersô Meeting. 



B. BANKING SECTOR ISSUES
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Banking Sector Issues

Comparison between Italian and European Bank Multiples

10Note: data as of 31 March 2016, source: Factset Research Systems.



Banking Sector Issues

Italian Bank Multiples and the BTP/Bund Spread

11Note: data as of 31 March 2016, source: Factset Research Systems.



Banking Sector Issues

Comparison of the discount between Italian and European Banks
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RANKING BANK COUNTRY

PRICE/ 

TANGIBLE 

BOOK VALUE

1 CYBG GB 1.91x

2 Ringkjoebing Landbobank DK 1.91x

3 Banque Cantonale Vaudoise CH 1.76x

4 Bankinter ES 1.73x

5 Swedbank SE 1.72x

6 Svenska Handelsbanken SE 1.71x

7 Skandinaviska Enskilda SE 1.41x

8 KBC Groupe BE 1.40x

9 Nordea Bank SE 1.27x

10 UBS CH 1.25x

11 Danske Bank DK 1.22x

12 Sydbank DK 1.19x

13 Erste Group Bank AT 1.17x

14 BBVA ES 1.13x

15 ABN AMRO NL 1.11x

16 St.Galler Kantonalbank CH 1.10x

17 Banco Santander ES 1.09x

18 Bank of Ireland IE 1.07x

19 Credito Emiliano IT 1.02x

20 Intesa Sanpaolo IT 1.02x

21 HSBC Holdings GB 0.92x

22 Banco de Sabadell ES 0.90x

23 BNP Paribas FR 0.87x

24 Bankia ES 0.83x

25 Valiant Holding CH 0.82x

RANKING BANK COUNTRY

PRICE/ 

TANGIBLE 

BOOK VALUE

26 CaixaBank ES 0.81x

27 Credit Agricole FR 0.77x

28 Credit Suisse Group CH 0.75x

29 Royal Bank of Scotland GB 0.72x

30 Standard Chartered GB 0.67x

31 BPM IT 0.65x

32 Société Générale FR 0.64x

33 Banca Pop. di Sondrio IT 0.63x

34 Barclays GB 0.62x

35 Raiffeisen Bank AT 0.56x

36 BPER IT 0.56x

37 Banco Popular Espanol ES 0.55x

38 Banco Comercial Portugues PT 0.52x

39 UniCredit IT 0.51x

40 Deutsche Bank RESID. 0.44x

41 UBI Banca IT 0.42x

42 Alpha Bank GR 0.40x

43 Commerzbank RESID. 0.40x

44 National Bank of Greece GR 0.39x

45 Eurobank Ergasias GR 0.36x

46 Credito Valtellinese IT 0.36x

47 Banco Popolare SC IT 0.35x

48 Piraeus Bank GR 0.30x

49 Banca CARIGE IT 0.26x

50 Banca MPS IT 0.22x

Note: data as of 22 April 2016, source: Factset Research Systems. European Banks with a capitalization of at least ú800 million.

Å Comparison between Italian and European discount rates with respect to their Tangible Book Value



Banking Sector Issues
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ÅThe resolution of four Italian banks towards the end of 2015 was an unexpected event for the market

that introduced an additional risk premium for the whole banking system.

ÅA self-sustaining risk of: (1) low valuation multiples, (2) a need for share capital increases, (3) no

financing from the market, (4) bail-in fear (5) liquidity crisis, (6) solvency crisis.

ÅBehavioural Theory tells us that when totally unexpected events occur ïan event with practically

zero probability of occurring ïthere is a sudden change in the general perception of risk (Herding

Behaviour).

UNEXPECTED 

EVENT
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C. BANKS - HOW WE INTEND TO OPERATE
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Banks - How we intend to operate (I)
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ÅIn the initial phase Atlante will act as a back-stop facility, by eliminating excessive

supply with respect to the demand for shares, only for share capital increases of

banks facing problems related to capital requirements.

ÅNot all share capital increases qualify for potential investment by the Fund, but only

those that the market by itself (with or without an underwriting syndicate) cannot

secure and that can potentially involve the risk of a bail-in and/or induce a systemic

risk.

ÅThe Fund intends to decide and sustain the most effective restructuring and

relaunching of the banks in its role as an anchor investor which has the interest of

investors as its sole objective.

ÅFor share capital increases (as for NPLs) the principle is not ñfirstcome first servedò,

but valuations are carried out solely based on the merit of the transaction taking into

account the objective of the Fund as set forth in the Prospectus.

ÅFor the purpose of creating value for an investment and accelerating its divestiture,

the Fund can establish partnerships and/or co-investments with other investors

and/or financial institutions, and promote M&A transactions.



Banks - How we intend to operate (II)
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ÅThe SGR must assess and make investment decisions purely on the basis of merit,

in the sole interest of all investors in accordance with the objectives of the Fund.

ÅInvestment in the Fund does not give the right to preferential treatment in the

evaluation process of investments.

ÅFor the purpose of valuating an investment, the Fund can invest in a bankôsequity as

well as in the restructuring of NPLs.

ÅIn the case of partnerships or co-investments, there must be a commonality of

interests between the Fund and the other partners.

ÅThe Fund aims to generate interesting returns for all the Institutional Investors in a

scenario such as the current one that is characterized by low interest rates.

ÅMoreover, the Fund has the objective of intervening in critical situations (share

capital increases, NPLs) that can favour a re-rating of the entire banking sector.

ÅGiven the composition of the Fundôsinvestors, the ECB will conduct careful and

continuous monitoring of the SGR governance, as well as of the opinions expressed

by the InvestorsôCommittee.



Banks - How we intend to operate (III)
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ÅThe banksôrestructuring / relaunch in which the Fund invests and the speed with which recovery is

achieved are key to the Fundôssuccess.

ÅThe immediate re-rating of banksôshares value as a consequence of the announcement reduces

systemic risk.

ÅThe long term impact on the banksôassessments however, will depend on the success of the

investment policy.

Note: data as of 27 April 2016, source: Factset Research Systems.



Investment Value Proposition 

19

The medium to long term value proposition of the investment in the target banks is based on the

following expected effects, as a result of capital reinforcement:

Å investments of ñPrivateInvestment in Public Equityòtype in Italian banks characterized by a valuation

with a strong discount on net capital with respect to a ñnormalizedòscenario, with the opportunity to

benefit from a general re-rating after the share capital increase operation, that is guaranteed by the

intervention of the Fund, thus mitigating the risk profile of the target banks themselves;

Å the opportunity of a business turnaround and above average organic growth of the target banks

following recapitalization and the resulting increase in stability of banks as a whole;

Å an expected positive impact of the capital increase operations on customer and investor trust, which

could in turn produce an increase in the deposit base and in funding flows;

Å an opportunity to reduce the cost of all sources of funding for the target banks with the relative

improvement of the interest margin;

Å the possibility to regain access to the capital markets on the basis of a reinforced capital position and

an improved market perception in terms of risk profile;

Å the possibility to reinforce the capital profile and improve the asset quality risk profile of the target

banks;

Å significant potential for the creation of value through sales, or M&A transactions, with other Italian

banks.



D. THE NPLs MARKET IN ITALY

20



The NPLs Problem

Comparison between Italy and Europe

21Note: data as of 22 April 2016, source: Factset Research Systems.
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ÅDisposal of NPLs is too slow compared with the rest of Europe.

ÅThe objective of the Fund is to shorten the time of disposal.

ÅIt is more like a marathon than a 100 m sprint.

Total impaired loans



NPLs ïMarket Conditions

Breakdown of Credit Categories
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Source: Bank of Italy Statistical Bulletin and ABI Monthly Outlook.

(*): the coverage ratio refers only to the bad loans.

Impaired Loans ïbreakdown (Q4 - 2015)

Source: Banca dôItalia, Statistical Bulletin, Q1 ï2016.

Breakdown for Counterparties (Feb. 2015)

Source: Banca dôItalia, Statistical Bulletin, 11 April 2016 (Loans to public administrations and other residents are 

excluded).


