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BANCA GENERALI S.P.A.

GROUP ECONOMIC AND FINANCIAL

HIGHLIGHTS

Consolidated
figures

(€ MILLION) 31.03.2018 31.03.2017 CHANGE %
Net interest income 13.2 15.7 -15.9
Net fees © 85.6 103.4 -17.2
Net income (loss) from trading activities and dividends 15.2 3.4 352.9
Net banking income 114.1 122.5 -6.9
Staff expenses -21.1 -20.7 2.0
Other net general and administrative expenses -25.0 -24.7 1.4
Amortisation and depreciation -2.0 -1.7 18.7
Other operating income and expenses 1.7 0.2 647.7
Net operating expenses -46.5 -46.9 -0.8
Operating result 67.6 75.6 -10.7
Provisions -4.8 -6.0 -20.7
Adjustments 0.2 -3.2 -106.1
Profit before taxation 62.9 66.4 -5.3
Net profit 49.0 56.2 -12.8
PERFORMANCE INDICATORS 31.03.2018 31.03.2017 CHANGE %
Cost/Income ratio © 39.0% 36.9% 5.7
EBTDA© 69.6 77.3 -10.0
ROE @@ 7.7% 10.1% -23.7
ROA (®) 0.09% 0.12% -25.5
EPS - earnings per share (euros) 0.421 0.484 -13.1

(a) Net return on equity, excluding net profit (share capital, share premium, reserves, valuation reserves,

treasury shares) at the end of the reporting period and the end of the previous year.

(b) Net return on assets calculated on the average of Assoreti’s non-annualised quarterly AUM.

(c) The figures for the period under review have been restated net of provisions.

Net profit
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Net inflows

(€ MILLION)(ASSORETI DATA) 31.03.2018 31.03.2017 CHANGE %
Mutual funds and Sicavs 301 431 -30.2
Asset management 204 648 -68.5
Insurance / Pension funds 507 480 5.6
Securities / Current accounts 562 280 100.7
Total 1 I574 1,839 -14.4
Assets Under (€ BILLION)(ASSORETI DATA) 31.03.2018 31.12.2017 CHANGE %
Management Mutual funds and Sicavs 13.6 13.6 -0.3
& CUStOdY Asset management 7.1 7.1 0.6
(AU M/C) Insurance / Pension funds 22.5 22.2 1.3
Securities / Current accounts 13.2 12.8 3.5
Total 56.4 55.7 1.3
Net equity (€ MILLION) 31.03.2018 31.12.2017 CHANGE %
Net equity 792.4 736.1 7.6
Own funds 561.1 518.6 8.2
Excess capital 357.4 313.5 14.0
Total Capital Ratio 22.0% 20.2% 8.9
Net inflows Assets Under Own funds
Management
3,000 60 +1.3% 600 +8.2%
2,000 40 400
1,000 20 200
(o] (o] (o]
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BANCA GENERALI S.P.A.

CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Balance Sheet

ASSETS
(€ THOUSAND)

Financial assets at fair value through profit or loss

Financial assets at fair value through other comprehensive income
Financial assets at amortised cost

a) Loans to banks

b) Loans to customers

Equity investments

Property, equipment and intangible assets

Tax receivables

Other assets

Total assets

(*) Demand deposits with ECB have been reclassified among loans to banks.

NET EQUITY AND LIABILITIES
(€ THOUSAND)

Financial liabilities at amortised cost
a) Due to banks

b) Due to customers

Financial liabilities held for trading and hedging
Tax payables

Other liabilities

Special purpose provisions

Valuation reserves

Reserves

Share premium reserve

Share capital

Treasury shares (-)

Net profit (loss) for the period (+/-)
Total liabilities and net equity

2018 \ Consolidated financial statements

31.03.2018
114,157
4,376,203
4,396,399
1,093,245
3,303,154
1,736
96,778
46,394
291,632
9,323,299

31.03.2018
8,186,641
505,127
7,681,514
290
42,557
143,151
158,307
24,153
557,352
58,170
116,852
-13,221
49,047
9,323,299

31.12.2017
49,814
4,612,728
3,831,104
923,095
2,908,009
1,820
98,380
45,735
351,430
8,991,011

31.12.2017
7,879,779
682,531
7,197,248
206
35,564
185,218
154,174
21,646
348,519
58,219
116,852
-13,271
204,105
8,991,011

CHANGE
AMOUNT %
64,343 129.2%
-236,525 -5.1%
565,295 14.8%
170,150 18.4%
395,145 13.6%
-84 -4.6%
-1,602 -1.6%
659 1.4%
-59,798 -17.0%
332,288 3.7%

CHANGE
AMOUNT %
306,862 3.9%
-177,404 -26.0%
484,266 6.7%
84 40.8%
6,993 19.7%
-42,067 -22.7%
4,133 2.7%
2,507 11.6%
208,833 59.9%
-49 -0.1%
50 -0.4%
-155,058 -76.0%
332,288 3.7%



BANCA GENERALI S.P.A.

Consolidated Profit and Loss Account

CHANGE
(€ THOUSAND) 31.03.2018 31.03.2017 AMOUNT %
Net interest income 13,243 15,738 -2,495 -15.9%
Net fees 85,631 103,428 -17,797 -17.2%
Net income (loss) from trading activities and dividends 15,227 3,362 11,865 n.a.
Net banking income 114,101 122,528 -8,427 -6.9%
Staff expenses -21,136 -20,727 -409 2.0%
Other general and administrative expenses -25,021 -24,682 -339 1.4%
Net adjustments of property, equipment and intangible assets -2,046 -1,723 -323 18.7%
Other operating expenses/income 1,660 222 1,438 n.a.
Net operating expenses -46,543 -46,910 367 -0.8%
Operating result 67,558 75,618 -8,060 -10.7%
Net adjustments for non-performing loans 192 -3,158 3,350 -106.1%
Net provisions -4,783 -6,031 1,248 -20.7%
Gains (losses) from equity investments -88 -33 -55 n.a.
Operating profit before taxation 62,879 66,396 -3,517 -5.3%
Income taxes for the period -13,832 -10,174 -3,658 36.0%
Net profit 49,047 56,222 -7,175 -12.8%
Statement of Comprehensive Income
CHANGE
(€ THOUSAND) 31.03.2018 31.03.2017 AMOUNT %
Net profit (loss) 49,047 56,222 -7,175 -12.8%
Other components of income, net of taxes:
with transfer to Profit and Loss Account:
Exchange gains and losses 4 -1 5 n.a.
Financial assets at fair value through other comprehensive income 2,245 -24,946 27,191 -109.0%
without transfer to Profit and Loss Account:

Actuarial gains (losses) from defined benefit plans -31 -98 67 -68.4%
Total other components of income, net of taxes 2,218 -25,045 27,263 -108.9%
Comprehensive income 51,265 31,177 20,088 64.4%
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BANCA GENERALI S.P.A.

Significant corporate
events

SUMMARY OF OPERATIONS FOR THE
FIRST QUARTER OF 2018

Banca Generali Group closed the first quarter of 2018 with consolidated net profit of 49.0 million
euros and total net inflows of over 1.5 billion euros, bringing the total volume of the assets entrust-
ed by customers to the Banking Group for management to 56.4 billion euros (+12.7% compared to
the same period of the previous year).

Assets growth was mainly driven by net inflows for the quarter, of which 0.8 billion euros gener-
ated by managed solutions, 0.2 billion euros by traditional insurance policies and 0.6 billion eu-
ros by AUC. With regard to managed solutions, net inflows of approximately 0.5 billion euros
were generated by the innovative financial (BG Solution) and insurance (BG Stile Libero) wrapper
solutions created by the Bank, which are increasingly appreciated by customers and Financial
Advisors thanks to their operational flexibility and wide range of opportunities for investment
diversification.

The return of volatility, within a scenario of increasingly complex markets, spurred renewed inter-
est in solutions that place a greater emphasis on protection, such as traditional insurance policies,
which attracted net inflows of 236 million euros during the quarter, whereas prudence steered
inflows towards AUC solutions (562 million euros inflows YTD).

Net operating income amounted to 114.1 million euros, driven by the robust structural growth of
management fees, which climbed to 158.1 million euros (+16.9% compared to the first quarter of
2017), fuelled by the constant rise in average AUM.

Conversely, market performance resulted in a decline in the most volatile components of the profit
and loss account, i.e., performance fees, which fell sharply by 35.2 million euros (-82.2%), only
partly offset by the greater contribution from trading (+11.9 million euros).

Net interest income declined by 2.5 million euros (-15.9%), owing in part to the conservative pro-
file of the banking book adopted in late 2017. As a result, the balance of cash on deposit with the
ECB also remained consistently high throughout the quarter, amounting to 758 million euros at
the end of March. The cash generated by the proprietary portfolio was reinvested in March, with
250 million euros allocated to the HT'C portfolio in March 2018, offering a yield of 1.73% and a ma-
turity of around 7.7 years.

Net operating expenses amounted to 46.5 million euros, down slightly on the same period of the
previous year, despite the significant business expansion and non-recurring components associ-
ated with the numerous ongoing projects.

With reference to capital, Banca Generali confirmed the soundness of its regulatory aggregates.
On a phased-in basis, CET1 ratio stood at 20.3% and Total Capital Ratio at 22.0%. With reference
to regulatory capital requirements, excess capital on a phase-in basis amounted to 357.4 million
euros, accounting for 63.7% of total consolidated Own Funds.

Capital ratios far exceeded the specific requirements set by the Bank of Italy for the Group (a
CET1 ratio of 7% and a Total Capital Ratio of 10.4%, as the minimum required by the SREP - Su-
pervisory Review and Evaluation Process).

The total value of AUM managed by the Group on behalf of its customers — which is the figure
used for communications to Assoreti — amounted to 56.4 billion euros at 31 March 2018. In addi-
tion, managed assets also included 1.0 billion euros in deposits of assets under administration of
companies of the Generali Group and 2.8 billion euros in funds and Sicavs distributed directly by
management firms, for an overall total of 60.3 billion euros.

The merger of the subsidiary BG Fiduciaria SIM S.p.A. into the Parent Company, Banca Generali,
became effective 1 January 2018.

The merger did not require an increase in the capital of Banca Generali, as the Bank already
owned 100% of the merged company.

Since this business combination qualifies as transaction between entities under common control,
it was accounted for in accordance with the principle of the continuity of values of the transferred
assets and liabilities on the basis of the book values indicated in Banca Generali’s 2017 Consolidat-
ed Financial Statements and therefore it will not have any effects on the Consolidated Financial
Statements for 2018.

Following the preliminary agreements signed in September 2017, on 9 March 2018 the Board of
Directors of Banca Generali approved the final agreements with Denmark’s Saxo Bank to set up
an exclusive partnership for the provision of online trading and digital services to Italian clients.
The terms of the agreements — already approved by the competent bodies of Saxo Bank — pro-
vide for the incorporation of a new company, BG SAXO SIM, in which the Bank will hold an inter-
est of just under 20%.
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The objective of the partnership, which has a duration of eight years and may be renewed upon
expiry, is to offer clients, on an exclusive basis for the Italian market, access to an innovative plat-
form for advanced trading based on Saxo Bank’s technology. Banca Generali will make available
its banking platform and its leading market position in private banking to foster synergies and
develop new opportunities for its financial advisors and clients, who will thus enjoy access to one
of the most comprehensive suites of global trading tools.

Saxo Bank is globally recognized as one of the best fintech banks in Europe and Asia, will provide
the partnership with its multi-assets platform that enhances the range of digital services — not
only trading but also dynamic hedging services — with a particular expertise in FX.

BG SAXO SIM is expected to make its debut in the second half of the year, after it has obtained,
inter alia, the necessary authorizations from the competent authorities.

Agreements with Generali Italia governing the distribution of the Generali Group’s insurance

products by the Bank were also renewed in March.

The new commercial agreement, which has a term of ten years (with automatic renewal for an

additional ten years), envisages:

> a renewed joint commitment to develop, under the brand BG Vita, new pension, guaranteed
investment, protected investment and multi-line products;

> guarantees of exclusive distribution by the Bank of the Generali Group’s insurance solutions,
and Generali Italia's commitment to not provide its products to a Bank's group of competitors
identified by mutual agreement.
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MACROECONOMIC CONTEXT

The growth trend that had begun in 2017 continued throughout the first quarter of 2018. Economic
data were encouraging in January, surprising analysts on the upside. As a result, growth estimates
were revised upwards and expectations grew very optimistic. In February and March, leading
indicators (PMIs) remained high and solidly in positive territory, although declining compared
with previous months.

Events belied the extremely positive expectations and the markets proved vulnerable to the great-
er volatility that ensued. Stock markets pulled back from the gains they had posted in January,
closing the quarter in negative territory. On bond markets, spreads on corporate and high-yield
bonds widened, resulting in losses on these asset classes. The markets were also weighed down
by political tensions, particularly relating to the policy pursued by the U.S. government and the
normalisation of monetary policy by the U.S. Federal Reserve.

In the United States, initial indications for the first quarter point to more rapid growth than ex-
pected. Supported by the robust performance in the first few months of the year and the impact
of the increase in federal spending authorised by the U.S. Congress, growth expectations for both
the current year and 2019 were revised upwards. Consumer spending and the job market both
remained solid; the unemployment rate fell to 4.1% and consumer spending growth exceeded 2.5%.
Investment spending also remained sustained, outpacing 2017, as did government spending. The
Federal Reserve continued the process of normalising monetary policy, raising its reference rate
by an additional 25 bps and mooting the possibility of a steeper rate increase trajectory than fore-
cast by the market.

In the Eurozone, the first quarter also saw robust economic growth, and the area’s economy is
expected to expand by 2.3% in all of 2018. Fundamentals remained solid: the unemployment rate
continued to fall, while salaries and disposable income were on the rise, supporting consumer
spending. Foreign trade continued to offer a positive contribution, and the adverse impact of the
strengthening of the euro was mitigated by global growth. Public spending and investments were
on the rise, and the ECB’s monetary policy remained expansionary, lending support to the econo-
my. In fact, despite having prepared the markets for a gradual normalisation of monetary policy,
the ECB kept a cautious tone, stressing that it does not wish to apply monetary tightening prema-
turely and continuing to undertake purchases of 30 billion euros a month, a policy that will remain
in place until at least September.

In China, economic data were positive, PMIs were in positive territory and demand remained
robust, along with import and export figures. Inflationary pressure was modest and did not gener-
ate any concerns for the country’s central bank, which continued to take a neutral stance. Chinese
authorities set a growth target of 6.5% for this year — a level that appears feasible in the light of
current economic trends. Overall, emerging markets achieved solid growth, benefiting from the
robust performance of the global economy.

Stock markets were a reflection of the scenario described above, with a bull market phase in
January, in which all major indices reached new highs, followed by a bear market in February and
March.

The MSCI World index ended the first quarter down -1.74%, the S&P500 by -1.22%, the DJ Eu-
rostoxx by -2.99% and the Topix by -5.57%. Returns in euro were further penalised by the rising
exchange rate.

The MSCI emerging market index in dollars rose by 1.07%, whereas in euros it lost 1.62%. The
strongest performances were seen in South America (MSCI Latin America in euros +4.39%) and
Eastern Europe (MSCI Eastern Europe in euros +1.28%), whereas China and India posted nega-
tive returns (MSCI China in euros -0.78% and MSCI India in euros -9.60%).

Overall, the sectors of the European market that performed the most robustly were automotive,
energy and financial services, while banks, telecommunications and food were below average.

Bond yields on the markets of reference (Treasuries and Bunds) registered divergent performanc-
es, driven by the different monetary policies in place (tightening in the U.S. and expansionary in
the Eurozone). In the United States, short-term yields continued to trend upwards, propelled by
the rate increase being implemented by the Federal Reserve. The yield on two-year government
bonds thus rose from 1.88% at the beginning of the year to 2.27% (+0.39%). The increase in yields
was considerable on the longer maturities as well, which were also affected by the rising growth
rate and inflation expectations. The U.S. ten-year rate climbed from 2.41% to 2.75% (+0.33%).

In the Eurozone, the ECB left rates unchanged. As a result, short-term yields did not show signifi-
cant change. The two-year German rate ended the quarter at -0.64% from -0.66% at the beginning
of the year. Ten-year rates climbed in January following the upwards revision of growth estimates
and expectations of a more rapid normalisation of rates by the ECB than expected, then fell once
again in February and March in keeping with weaker economic data. The ten-year German rate
began the year at 0.42%, rose to 0.76% in January and then fell to 0.5% in February and March,
near where it started the year.
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Outlook for 2018

Spreads between member states of the European Monetary Union and Germany narrowed over-
all. In particular, the spread on the Italian ten-year rate fell from 159 bps at the beginning of the
period to 129 bps at the end (-30 bps).

On currency markets, the dollar remained weak against the euro, despite the further widening
of the spread between U.S. and Eurozone short-term rates. The euro benefited from the greater-
than-expected growth in the Eurozone, which resulted in expectations of a faster gradual nor-
malisation of monetary policies by the ECB, whereas expectations of an increasing deficit had an
adverse impact on the dollar. The euro/dollar exchange rate rose from 1.1993 at the beginning of
the year to 1.2321, marking a depreciation of the U.S. currency of -2.73%. Compared with the other
major currencies, the euro appreciated against the Swiss franc, Canadian dollar and Australian
dollar, whereas it weakened against the yen, British pound and Norwegian krone.

Overall, commodities remained essentially flat: the CRB Commodities index in dollars ended the
quarter up 0.77%. The price of oil (WTI) rose from 60.42 dollars at the beginning of the year to
64.94 dollars, an increase of 7.48%. Gold remained essentially unchanged, rising from 1309.30 dol-
lars to 1322.80 dollars (+1.03%). In contrast, the industrial metals index declined considerably,
falling -6.55%.

Various international economic research organisations have recently predicted that in 2018 the
global economy will continue to expand at rates at least as high as those of 2017, owing in part to
the growth of emerging economies. Investments, consumer spending, international trade and fi-
nancial conditions will remain expansive and continue to support the global economy. In addition,
expansionary fiscal policy is expected to lend further impetus to growth.

Major risks to global growth forecasts include a swifter rise in inflation and interest rates in ad-
vanced economies, a correction of financial markets in response to high valuations and contained
risk premiums and, finally, the risk of protectionist policies and geopolitical tensions.
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BANCA GENERALI'S COMPETITIVE
POSITIONING

Banca Generali is a leading distributor of financial products and services for Affluent and Private
customers through Financial Advisors. The Group’s markets of reference are asset management
and distribution through Financial Advisor networks.

34

The UCITS market in Italy

(€ billion)

The asset management market

The Italian asset management industry closed the first two months of 2018 with net inflows of 5.5
billion euros, despite significant outflows from money-market and bond funds.

Assets under management amounted to 1,139 billion euros (net of assets invested in collective
management solutions), of which 1,009 billion euros, or 88%, was invested in Italian and foreign
funds and 130 billion euros in retail portfolio management solutions. Long-term funds accounted
for almost all open-ended funds (97% in February 2018). Within this category, bond funds contin-
ued to represent the main class (40.3% of the total, for assets of 406.7 billion euros), despite the
outflows of 2.9 billion euros in the first two months of the year. They were followed by flexible
funds, at 24.3% of total assets, or 245.1 billion euros, making them the asset class that yielded the
greatest net inflows in 2018 at approximately 5.7 billion euros, and, finally, by equity funds, which
drew year-to-date net inflows of 1.8 billion euros, bringing assets to 222 billion euros.
Money-market funds represented a residual share of open-ended funds (3% in February 2018),
with year-to-date net outflows of -2.1 billion euros, resulting in a decline in invested assets to ap-
proximately 30.2 billion euros.

Evolution of net inflows and assets under management

NET INFLOWS ASSETS

(€ MILLION) FEB 2018 FEB 2017 FEB 2018 FEB 2017
Italian funds 2,143 2,286 259,245 245,683
Foreign funds 3,387 7,540 750,167 673,990
Total open-ended funds 5,530 9,826 1,009,412 919,673
GP retail -79 1,456 130,225 126,809
Total 5,451 11,282 1,139,637 1,046,482
Source: Assogestioni data

100 91.5 943 80.7

48.7
29.6 21.3 SRS I
0.8 5.7 1.2 I I 5.5
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Source: Assogestioni data

3.2

The Assoreti market

Net inflows amounted to 5.9 billion euros in the first two months of 2018, marking an increase
of 191 million euros, or 3.2% compared to the same period of the previous year. Net inflows from
asset management products stood at 1.85 billion euros (31.3% of total net inflows), marking a de-
cline of 1.46 billion euros on the previous year. Mutual funds and Sicavs contributed net inflows
of 1.5 billion euros, net of the strong outflows from funds-of-funds (approximately 0.5 billion eu-
ros), whereas discretionary mandates generated net inflows of 365 million euros. Net inflows
from insurance products declined by 19.8% compared to February 2017, falling to 1.31 billion euros
(multi-line policies remained the main component, accounting for approximately 40% of overall
net inflows from insurance products). There was a sharp increase in AUC, which exceeded 2.7
billion euros, or approximately 1.97 billion euros more than in the same period of the previous
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year, with growth of nearly 250%. Net inflows into money-market products accounted for approxi-
mately 79% of total net inflows into AUC category and nearly 37% of all year-to-date net inflows.
Net inflows into securities amounted to approximately 0.6 billion euros.

ASSORETI MARKET

(€ MILLION) FEB 2018 FEB 2017 CHANGE
Asset management 1,855 3,316 -1,461
Insurance products 1,311 1,633 -322
Assets under administration and custody 2,766 792 1,974
Total 5,932 5,741 191

Source: Assoreti data

Total net inflows Assoreti — 5.93 billion euros Net inflows from AUM and insurance products

— and market share (%) Assoreti — 3.2 billion euros — and market share (%)
February 2018 (€ million and market share in %) February 2018 (€ million and market share in %)
Source: Assoreti Source: Assoreti
Intesa Sanpaolo Intesa Sanpaolo
Private Banking Private Banking
1,231 775 258 902
BANCA FIDEURAM # 2,006 33.8% BANCA FIDEURAM 1,160 36.7%
BANCA GENERALI  m— 1,020 17.2% BANCA GENERALI 704 22.2%
FINECOBANK [ 962 16.2% FINECOBANK 392 12.4%
ALLIANZ BANK [ 622 10.5% ALLIANZ BANK 389 12.3%
BANCA MEDIOLANUM | 503 8.5% BANCA MEDIOLANUM 330 10.4%
AZIMUT  mm 299 5.0% AZIMUT 168 5.3%
FINANZA & FUTURO = 249 4.2% BNL-BNP PARIBAS 95 3.0%
BNL-BNP PARIBAS = 203 3.4% FINANZA & FUTURO 86 2.7%
IWBANK & 94 1.6% IW BANK 13 0.4%
WIDIBA & 71 1.2% WIDIBA -78 -2.5%
Others & -98 -1.6% Others -93 -2.9%
MILLION o0 1,000 2,000 MILLION © 1,000 2,000

3.3 Banca Generali

In the first quarter of 2018, Banca Generali reported net inflows of 1.57 billion euros. Renewed mar-
ket volatility restored the focus on the notion of risk, favouring solutions suited to protection, such
as traditional insurance policies, which recorded net inflows of 236 million euros YTD (135 million
euros in March alone). In 2018, net inflows generated by managed and insurance solutions totalled
more than 1 billion euros, accounting for 64% of total net inflows. In detail, net inflows from asset
management products for the reporting quarter were almost evenly split between managed and
insurance solutions. Net inflows from wrapper products — included in net inflows from managed
and insurance solutions — amounted to 475 million euros in the first quarter of 2018, of which 204
million euros referring to discretionary mandates and 271 million euros to BG Stile Libero.

In contrast to the same period of the previous year, demand for funds and Sicavs became the main
component of net inflows from managed products, despite declining compared to the first quarter
of 2017.

Insurance products drew total net inflows of 507 million euros, of which 271 million euros directly
generated by BG Stile Libero, slightly increasing compared to 2017.

The AUC contributed significantly, roughly doubling the volumes of 2017. In response to increas-
ingly complex markets, prudence steered net inflows towards AUC solutions, which drew year-
to-date inflows of 562 million euros (246 million euros in March alone). This figure also reflects
the strong ability to win new clients, as well as expectations surrounding the launch of the new
Luxembourg Sicav, LUX IM, operational as of 30 March, which offers a distinctive approach to
content and to risk mitigation.

Attention should also be drawn to the further rise in Assets under Advisory, which amounted to
400 million euros in the first quarter of 2018, bringing the total value to 1.7 billion euros (140 mil-
lion euros in March).

The increase in volatility further strengthened the relationships between Banca Generali’s Finan-
cial Advisors and households, based on increasingly thorough planning that takes careful account
of the many variables impacting the markets. Banca Generali’s innovative new investment instru-
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Banca Generali’s net inflows
evolution 2010-1Q2018
(€ million)

ments and the new Sicav can best rise to these new challenges, ensuring new opportunities for
AUC diversification and protection.

With regard to life new business, the Bank contributed 820 million euros in the reporting quarter,
with a decline in absolute terms of 31 million euros compared to the previous year

Net inflows of Banca Generali

BG GROUP CHANGE
(€ MILLION) 31.03.2018 31.03.2017 AMOUNT %
Funds and Sicavs 301 431 -130 -30%
GPF/GPM 204 648 -444 -69%
Total assets under management 505 1,079 -574 -53%
Total insurance products 507 480 27 6%
Total assets under administration and custody 562 280 282 101%
Total assets placed by the network 1,574 1,839 -265 -14%

The following chart shows how Banca Generali has consistently succeeded in attracting increas-
ing levels of net inflows in recent years, focusing on managed solutions. In the first quarter of
2018, despite the severe market volatility, net inflows from managed products accounted for ap-
proximately 64% of total net inflows, proof of the flexibility of the investment solutions offered to
households to protect their investments.
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Supported by the net inflows registered in the first quarter of 2018, assets under management
also posted positive, rising numbers. At 31 March 2018, Banca Generali’'s AUM amounted to 56.4
billion euros, with insurance solutions remaining the main component of its asset mix (nearly 40%
of AUM were invested in insurance products, compared with 42% in the same period of 2017). The
managed component continued to grow, rising to nearly 37% of the total (two percentage points
more than in the first quarter of 2017).

Mention should be made of the robust expansion of discretionary mandates, with BG Solution up
by 91.2% to just over 5 billion euros (approximately 70% of total discretionary mandates). BG Next
also showed robust growth, with an increase in assets from 18 million euros in the first quarter of
2017 to 166 million euros at the end of the first three months of 2018. With reference to insurance
solutions, BG Stile Libero continued to record an increase in AUM, reaching 13% of the Bank’s
total assets, and increasing by nearly 20% compared with the first quarter of 2017 to over 7.4 bil-
lion euros.

Overall, Banca Generali’s AUM grew by 13% compared to the first quarter of 2017.

The following table presents an overview of Banca Generali’s AUM performance, updated through
March 2018 and broken down by macro-aggregates with reference to the Assoreti market, i.e., the
market related to the Financial Advisor operating area. The table shows a strong growth of the
managed component, which reported a year-on-year increase of 19% thanks to the contribution
of discretionary mandates and funds. Insurance solutions (+8%) and administration and custody
solutions (+11%) also contributed to the growth of the portfolios under management.
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Banca Generali’s total
assets 2010-1Q2018
(€ billion)

Evolution of AUM
and net inflows

Breakdown of quarterly
net inflows
(€ million)

Banca Generali’s AUM

BG GROUP CHANGE
(€ MILLION) 31.03.2018 31.03.2017 AMOUNT %
Total assets under management 20,714 17,374 3,340 19%
Funds and Sicavs 13,571 11,927 1,644 14%
GPF/GPM 7,143 5,448 1,696 31%
Total insurance products 22,462 20,815 1,647 8%
Total assets under administration and custody 13,239 11,879 1,360 11%
Total AUM placed by the network 56,415 50,068 6,347 13%

The following tables illustrate the quarterly evolution of Banca Generali’s net inflows and AUM,

and provide a breakdown of net inflows by macro-components.
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4. OPERATING RESULT

The Group’s net profit at the end of the first quarter of 2018 was 49.0 million euros, slightly down
compared to the same period of the previous year.

CHANGE
(€ THOUSAND) 31.03.2018 31.03.2017 AMOUNT %
Net interest income 13,243 15,738 -2,495 -15.9%
Net fees 85,631 103,428 -17,797 -17.2%
Net income (loss) from trading activities and dividends 15,227 3,362 11,865 n.a.
Net banking income 114,101 122,528 -8,427 -6.9%
Staff expenses -21,136 -20,727 -409 2.0%
Other general and administrative expenses -25,021 -24,682 -339 1.4%
Net adjustments of property, equipment and intangible assets -2,046 -1,723 -323 18.7%
Other operating expenses/income 1,660 222 1,438 n.a.
Net operating expenses -46,543 -46,910 367 -0.8%
Operating result 67,558 75,618 -8,060 -10.7%
Net adjustments for non-performing loans 192 -3,158 3,350 -106.1%
Net provisions -4,783 -6,031 1,248 -20.7%
Gains (losses) from equity investments -88 -33 -55 166.7%
Operating profit before taxation 62,879 66,396 -3,517 -5.3%
Income taxes for the period -13,832 -10,174 -3,658 36.0%
Net profit 49,047 56,222 -7,175 -12.8%

Quarterly net result
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Net operating income, restated!, amounted to 114.1 million euros, with a decrease of 8.4 million

euros (-6.9%) compared to the year, determined by the following factors:

> the significant increase in management fee income (+22.9 million euros), which represents
the central component of the Banking Group’s business model, closely tied to the quality and
growth of assets under management;

> the decrease in the most volatile components of the profit and loss account, namely perfor-
mance fees, which fell by 35.2 million euros as a result of increased market volatility, only partly
offset by the greater contribution provided by net income from trading activities (+11.9 mil-
lion euros), chiefly generated by profit-taking on performing exposures on Italian government
bonds;

> the decrease in net interest income (-2.5 million euros) due to the implementation of a more pru-
dential structure of the treasury portfolio, aimed at mitigating the risks of a market correction
following a possible deterioration of the international political and financial situation.

Net operating expenses amounted to 46.5 million euros, down slightly on the same period of the
previous year, despite the significant business expansion and non-recurring components associ-
ated with the numerous ongoing projects.

The cost/income ratio, which measures the ratio of operating expenses (gross of adjustments
to property, equipment and intangible assets) to net operating income, amounted to an excellent
39.0% (39.3% net of performance fees and some extraordinary components), confirming the Bank’s
ability to maximise its operating leverage.

Provisions and net adjustments amounted to 4.6 million euros, declining by 4.6 million euros
on the same period of 2017, and consisted largely to long-term provisions in connection with the
beginning of the new annual cycle of the Framework Loyalty Programme and provisions for ter-
mination indemnity for the Financial Advisors network.

Operating profit before taxation thus stood at 62.9 million euros, slightly declining by 8.5 million
euros compared to the first quarter of 2017. The tax burden for the reporting period increased
significantly to an overall tax rate of 22.0%, due to the increased weight of profit generated in Italy.

1To ensure a better understanding of operating performance, in the reclassified consolidated Profit and Loss Account the provisions for incentive fees and re-

cruitment have been reclassified within the net fee aggregate. As a result, net provisions were restated net of these items for an amount of 9.1 million euros for

2018 and 12.1 million euros for 2017. The item Other general and administrative expenses, net of recoveries of taxes paid by customers, which was previously

classified under other operating income and expenses, has been restated within the aggregate of operating expenses.
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Quarterly evolution of the Profit and Loss Account

(€ THOUSAND) 1Q18 4Q17 3Q17 2Q17 1Q17
Net interest income 13,243 14,327 15,514 15,842 15,738
Net fees 85,631 97,469 78,657 90,944 103,428
Net income (loss) from trading activities and dividends 15,227 4,016 4,688 6,025 3,362
Net banking income 114,101 115,812 98,859 112,811 122,528
Staff expenses -21,136 -21,506 -19,459 -23,133 -20,727
Other general and administrative expenses -25,021 -26,099 -25,120 -21,740 -24,682
Net adjustments of property, equipment and intangible assets -2,046 -2,315 -2,037 -2,069 -1,723
Other operating expenses/income 1,660 1,236 677 620 222
Net operating expenses -46,543 -48,684 -45,939 -46,322 -46,910
Operating result 67,558 67,128 52,920 66,489 75,618
Net adjustments for non-performing loans 192 563 -2,840 -6 -3,158
Net provisions -4,783 -4,093 -3,051 -4,804 -6,031
Gains (losses) from equity investments -88 -70 -19 -44 -33
Operating profit before taxation 62,879 63,528 47,010 61,635 66,396
Income taxes for the period -13,832 -6,777 -7,739 -9,774 -10,174
Net profit 49,047 56,751 39,271 51,861 56,222

441

Net interest income

Net interest income amounted to 13.2 million euros, down by 2.5 million euros on the first quarter
of 2017 (-15.9%). The decrease resulted from the ongoing situation of low interest rates, which
persisted despite a modest expansion of business volumes and was attributable to the constant
decline in profitability of loans.

Quarterly net interest (€ million) Net interest (€ million)
20 167 157 166 158 163 455 154 143 147 132 20 15.7 -:igz%
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In the first quarter of 2018, interest rate performance in the Euro Area continued to be influenced
by the unconventional Quantitative Easing policy launched by the ECB in 2015 and further ex-
panded in the previous year.

During its most recent meeting on 8 March last, the ECB’s Governing Council announced that the
ECB would keep its reference rates at around the current levels for an extended period of time and
far beyond the duration of its net asset purchasing programme?. The Council also confirmed that
the current financial asset purchasing programme would continue at a monthly rate of 30 billion
euros until September 2018, or beyond, where necessary, and in any event until there is a lasting
adjustment in price performance in keeping with its inflation target.

The ECB’s cautious approach to the gradual normalisation of monetary policy expected by the
markets thus averted expectations of a rapid rise in interest rates.

Therefore, the interest-rate curve on the interbank market did not show significant signs of recov-
ery on the whole, consolidating an anomalous situation of positive funding rates but negative lend-
ing rates that have now exceeded the 12-month maturity. As a result, in March 2017 short-term
interbank rates stood at a monthly average of -0.371% for the one-month Euribor and of -0.328%
for the three-month Euribor.

2n this regard, it should be recalled that in order to stimulate a recovery of inflation in June 2016 the ECB decided, among other measures, to reduce the

interest rate applied to its primary refinancing operations to the all-time low of 0%, in addition to increase the negative interest rates applied to deposit ope-
rations with the ECB to the exceptional level of -0.40%.

2018 \ Interim Report at 31 March 2018 24




BANCA GENERALI S.P.A.

Interest rate evolution

(quarterly average)

With regard to Italian government bonds, interest rate performance was not significantly im-
pacted by the political election of March 2018, also thanks to the ECB’s support measures.

Yields on Italian government bonds with average residual maturities of two years stood at around
-0.24% in March 2018, those with residual maturities of five years at 0.62%, and yields in excess of
1% continued to be seen only for maturities of more than six years.
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Within this environment, interest income declined by 2.0 million euros compared with the pre-
vious year (-12.1%), due to the modest increase in average non-interbank loan volumes and the
reduction in average interest rates on the debt securities portfolio.

The decrease in rates on the debt securities portfolio was due to general rate performance, as well
as to the policy of reducing the residual duration of the investments in portfolio.

The total average profitability of the portfolio in the first quarter of 2018 therefore stood at just
over 0.60%.

Interest on loans to customers, most of which are benchmarked on the Euribor, gave minor signs
of a recovery (+4.9%), chiefly relating to the increase in loan volume.

Symmetrically, the cost of net inflows stopped decreasing. However, the performance of the cost
of net inflows appeared largely marked by the growth of negative interest income on interbank
deposits.

CHANGE
(€ THOUSAND) 31.03.2018 31.03.2017 AMOUNT %
Financial assets at fair value through profit or loss 58 17 41 241.2%
Financial assets at fair value through other comprehensive income 2,767 5,115 -2,348 -45.9%
Financial assets at amortised cost 5,854 5,553 301 5.4%
Total financial assets 8,679 10,685 -2,006 -18.8%
Loans to banks 136 32 104 326.1%
Loans to customers 5,275 5,029 246 4.9%
Other assets 623 983 -360 -36.6%
Total interestincome 14,713 16,729 -2,016 -12.1%
Due to banks 125 151 -26 -17.2%
Due to customers 172 126 46 36.5%
Subordinated loan 408 413 -5 -1.2%
Other liabilities 765 301 464 154.2%
Total interest expense 1,470 991 479 48.3%
Net interest income 13,243 15,738 -2,495 -15.9%

The negative interest income paid to counterparties on loans and negative interest expense paid
by counterparties on the Bank’s funding operations amounted to 765 thousand euros and 623
thousand euros, respectively.
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The expenses incurred primarily relate to balances held with the Central Bank (760 thousand
euros), whereas the income accrued relates to repurchase agreements at negative rates (277 thou-
sand euros) and funding from institutional clients belonging to the Generali Group (322 thousand
euros).

CHANGE
(€ THOUSAND) 31.03.2018  31.03.2017 AMOUNT %
Banks 98 431 -333 -77.3%
Customers 525 552 -27 -4.9%
Total negative interest expense 623 983 -360 -36.6%
Banks 760 301 459 152.5%
Customers 5 - 5 n.a.
Total negative interest income 765 301 464 154.2%
Net interest income -142 682 -824 -120.9%

4.2

Net result of financial
operations (€ million)

Net income from trading activities and dividends

Net income from trading activities and dividends is composed of the net income on financial assets
and liabilities held for trading and other assets at fair value through profit or loss, realised gains
and losses from the disposal of financial assets designated at fair value through other comprehen-
sive income and financial assets measured at amortised cost, dividends and any gain or loss on
hedging.

15.2
15
10
6.0 A7
5 3.4 | I 4.0
o |
1Q17 2Q17 3Q17 a4Q17 1Q18

At the end of the first quarter of 2018, the item showed a positive contribution of 15.2 million
euros, up sharply compared to the previous year, chiefly due to profit-taking on some performing
exposures on Italian government bonds classified as financial assets at fair value through other
comprehensive income.

CHANGE
(€ THOUSAND) 31.03.2018  31.03.2017 AMOUNT %
Dividends and income on UCITS 124 236 -112 -47.5%
Trading of financial assets and equity derivatives 24 46 -22 -48.3%
Trading of financial assets and derivatives on debt
securities and interest rates 172 538 -366 -68.0%
Trading of UCITS units | -108 107 -99.1%
Securities transactions 195 476 -281 -59.1%
Currency and currency derivative transactions 991 964 27 2.8%
Net income (loss) from trading activities 1,186 1,440 -254 -17.7%
Equity securities and UCITS 1,045 - 1,045 n.a.
Debt securities 98 - 98 n.a.
Net income (loss) of assets mandatorily measured at
fair value through profit and loss 1,143 - 1,143 n.a.
Debt securities 12,774 3 12,771 n.a.
Equity securities and UCITS (formerly AFS) = 1,683 -1,683 n.a.
Gains (losses) from disposal 12,774 1,686 11,088 n.a.
Net result of financial operations 15,227 3,362 11,865 n.a.
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Trading also yielded net income overall — although declining compared to the previous year —
thanks to the contribution of monetary operations and to the performance of trading on own ac-
count as market maker and with institutional customers.

Net income (loss) on assets mandatorily measured at fair value through profit or loss includes
realised gains and losses and unrealised gains and losses on UCIT'S units, structured debt instru-
ments and equity instruments for which the option for designation at fair value through equity
exclusively was not exercised, not included in the trading portfolio.

With regard to such assets, net realised gains on the said mandatory measurement amounted to
1.1 million euros in the first quarter of 2018, primarily in connection with a portfolio of closed-end
UCITS.

(€ THOUSAND) TRARNESSFEERfogg GAINS LOSSES C%FXKSL Egggéls' 31.03.2018  31.03.2017 CHANGE
Debt securities at FV through other
comprehensive income 11,055 1,757 -38 X X 12,774 - 12,774
Debt securities at amortised cost X - - X X S 3 -3
Debt securities mandatorily measured
at fair value through profit and loss X - - 115 -17 98 - 98
UCITS units X - -734 2,131 -87 1,310 - 1,310
Equity securities X - - 29 -294 -265 1,683 -1,948
Total 11,055 1,757 =772 2,275 -398 13,917 1,686 12,231
4.3 Net fees

Net fees amounted to 85.6 million euros, down 17.2% compared to the first quarter of the previous

year, exclusively due to the decline in the non-recurring component consisting of performance

fees, which were impacted by financial markets’ greater volatility and uncertainty in the reporting

period.

CHANGE

(€ THOUSAND) 31.03.2018  31.03.2017 AMOUNT %
Collective and individual portfolio management fees 91,650 115,291 -23,641 -20.5%
Fees for the placement of securities and UCITS 24,846 17,948 6,898 38.4%
Fees for distribution of third-party financial products 54,258 50,324 3,934 7.8%
Fees for trading and securities custody 6,337 5,561 776 14.0%
Investment advisory fees 3,429 1,435 1,994 139.0%
Fees for other banking and financial services 1,845 1,848 -3 -0.2%
Total fee income 182,365 192,407 -10,042 -5.2%
Fees for off-premises offer 85,929 79,125 6,804 8.6%
of which: advances on incentive fees and recruitment 9,161 12,149 -2,988 -24.6%
Fees for dealing in securities and custody 2,513 1,605 908 56.6%
Fees for portfolio management 7,545 7,598 -563 -0.7%
Fees for other banking services 747 651 96 14.7%
Total fee expense 96,734 88,979 7,755 8.7%

Net fees

Net fees
(€ million)
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Fee income structure
(€ million)

Fee income amounted to 182.4 million euros, slightly down by 5.2% due to the combined effect of
the robust growth in management fees (+16.9%), in line with increased average AUM invested in
asset management and insurance products compared to the same period of 2017 (+15.9%), offset
by the aforementioned decline in performance fees calculated on the income generated by the
Sicavs promoted by the Group. Net of this component, the aggregate rose by 16.9% compared to
the first quarter of 2017.

CHANGE
(€ THOUSAND) 31.03.2018 31.03.2017 AMOUNT %
Underwriting fees 4,980 5,475 -495 -9.0%
Management fees 158,140 135,251 22,889 16.9%
Performance fees 7,634 42,837 -35,203 -82.2%
Fees for other services 11,611 8,844 2,767 31.3%
Total 182,365 192,407 -10,042 -5.2%

The excellent result achieved by the innovative solutions offered by the Banking Group was also
borne out by the increase in fees for other banking and financial services (+31.3%) thanks to
higher revenues arising from advanced advisory services. In this regard, it should be noted that
Assets under Advisory performed well in the first quarter of 2018, exceeding 400 million euros,
bringing the total value to 1.7 billion euros.
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Fee income from the solicitation of investment and asset management of households reached
170.7 million euros, with a 15.9% increase compared to the same period of the previous year, net of
the aforementioned non-recurring component.

CHANGE

(€ THOUSAND) 31.03.2018 31.03.2017 AMOUNT %
1. Collective portfolio management 71,047 102,001 -30,954 -30.3%
2. Individual portfolio management 20,602 13,290 7,312 55.0%
Asset management fees 91,649 115,291 -23,642 -20.5%
1. Placement of UCITS 23,243 17,689 5,554 31.4%

of which: placement of UCITS promoted by the Group 901 1,661 -760 -45.8%
2. Placement of bonds and equity securities 1,604 259 1,345 519.3%
3. Distribution of third-party asset management

products (GPM/GPF, pension funds) 223 193 30 15.5%
4. Distribution of third-party insurance products 53,904 50,029 3,875 7.7%
5. Distribution of other third-party financial products 131 102 29 28.4%
Fees for the placement and distribution of financial
services 79,105 68,272 10,833 15.9%
Asset management fee income 170,754 183,563 -12,809 -7.0%

Fee income from distribution of insurance products continued to report constant progress,
growing +7.7% compared to the same period of 2017 and accounting for nearly a third of total fees
generated by the aggregate, thanks to the significant increase in average AUM relating to the seg-
ment (+8.8%).

Net inflows from insurance products for the reporting quarter were 0.5 billion euros, evenly gath-
ered from the multi-line policy BG Stile Libero, which exceeded 7.4 billion euros overall, and the
traditional life policies, which received renewed attention despite a scenario marked by increased
uncertainty. The revenues generated by the distribution of the subsidiary Genertellife’s products
reached 53.8 million euros.

With reference to the successful “innovative financial wrappers”, mention should also be made
of the multi-line discretionary portfolio management BG Solution, which reported a 55.0% in-
crease in revenues compared to the first quarter of 2017, thereby accounting for 12% of the aggre-
gate’s total compared to the slightly higher figure of 7% recorded in the previous year.
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Sicavs promoted by the Banking Group — net of the effect of non-recurring performance com-
ponents — yielded an increase in management fees of 7.1% compared to the same period of the
previous year, due to the more dynamic performance of institutional classes than their retail coun-
terparts.

Lastly, fees for the placement of UCITS amounted to 23.2 million euros, an increase of 31.4% on
2017, thanks to very positive demand for a-la-carte funds and Sicavs, which attracted net inflows
of over 0.4 billion euros in the first quarter under review.

Fees for other services offered to customers include trading, order collection, custody and ad-
ministration fees, advisory fees and fees charged to customers for account-keeping expenses and
other banking services. The aggregate amounted to 11.6 million euros.

CHANGE
(€ THOUSAND) 31.03.2018  31.03.2017 AMOUNT %
Dealing in securities and currencies 2,424 4,072 -1,648 -40.5%
Order collection and securities custody fees 3,914 1,489 2,425 162.9%
Investment advisory fees 3,429 1,435 1,994 139.0%
Collection and payment services 603 616 -13 -2.1%
Fee income and account-keeping expenses 481 511 -30 -5.9%
Other services 760 721 39 5.4%
Total fee income from other services 11,611 8,844 2,767 31.3%

Fees for the intermediation and custody of customers’ financial assets amounted to 6.3 million
euros, up by 0.8 million euros compared to 2017, essentially offset by the proportional rise in the
corresponding fee expense.

Fee expense, including fee provisions, amounted to 96.7 million euros, up moderately compared to
the previous year (+8.7%), mostly due to the increase in fees paid to the Financial Advisor network
for off-premises offers (+8.6%).

Fee expense and other costs for off-premises offers paid to the Financial Advisors network
amounted to 85.9 million euros, up by 6.8 million euros compared to the same period of 2017.

CHANGE

(€ THOUSAND) 31.03.2018 31.03.2017 AMOUNT %
Underwriting fees 3,445 4,342 -897 -20.7%
Management fees 51,118 42,413 8,705 20.5%
Fees for other services (trading, advisory, current

accounts) 2,338 1,331 1,007 75.7%
Ancillary charges (FIRR, Enasarco) 3,827 3,704 123 3.3%
Other expenses for maintaining the network 3,379 3,467 -88 -2.5%
Total ordinary fees 64,107 55,257 8,850 16.0%
Incentive fees 21,822 23,836 -2,014 -8.4%
of which: advances on incentive fees and recruitment 9,161 12,149 -2,988 -24.6%
Total 85,929 79,093 6,836 8.6%

The increase in ordinary fees (+16.0%) was primarily driven by the rise in management fees (+8.7
million euros), correlated with the greater average AUM managed by the network than in the
previous year.

Other expenses for maintaining the network referred to social-security charges (Enasarco and
FIRR) and additional fees disbursed in relation to maintenance of the local network structure.

Incentive fees, which amounted to 21.8 million euros, regarded the organic increase in net inflows
achieved thanks to both the efforts of the existing sales network and to the recruitment and in-
duction of new professionals. Overall, they represent costs incurred to develop a network of high
standing Financial Advisors. The increase in the aggregate for the first quarter of 2018 was pri-
marily driven by higher costs associated with the organic growth, partially offset by a decline in
costs resulting from the induction of new Financial Advisors.

Lastly, fee expense for other services increased by 9.7% due to the aforementioned expansion in
trading activities (+56.6%).
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CHANGE
(€ THOUSAND) 31.03.2018  31.03.2017 AMOUNT %
Fees for portfolio management -7,545 -7,598 53 -0.7%
Fees for securities trading and custody -2,513 -1,605 -908 56.6%
Collection and payment services -565 -527 -38 7.2%
Other services -182 -124 -58 46.8%
Total fee expense for other services -10,805 -9,854 -951 9.7%

Within this aggregate, fees for portfolio management amounted to 7.6 million euros and referred
essentially to administration and third-party management fees incurred by the Group's manage-
ment company for the management of the Sicavs under administration.

4.4

Operating expenses
(€ million)

Operating expenses

Operating expenses, including staff expenses, other general and administrative expenses, amorti-
sation and depreciation and other operating income and expenses, amounted to 46.5 million euros,
slightly decreasing compared to the same period of the previous year (-0.8%).

CHANGE

(€ THOUSAND) 31.03.2018  31.03.2017 AMOUNT %
Staff expenses 21,136 20,727 409 2.0%
Other general and administrative expenses (net of duty

recovery) 25,021 24,682 339 1.4%
Net adjustments of property, equipment and intangible

assets 2,046 1,723 323 18.7%
Other income and expenses (net of duty recovery) -1,660 -222 -1,438 n.a.
Operating expenses 46,543 46,910 -367 -0.8%

60
- 17 n 24 - 2.0 = 23 = 20

40
247 217 25.1 2o 25.0

20
20.7 23.1 19.5 21.5 211
0 -0.2 -0.6 -0.7 =12 -1.7

-20
1Q17 2Q17 3Q17 4Q17 1Q18

H Personnel General and administrative 0 Depreciation I Other net income
expenses expenses (net of duty recovery) and amortisation (net of duty recovery)

Staff expenses, including full-time employees, interim staff and directors, reached 21.1 million
euros, up by 2.0% compared to the previous year.

Group’s employees totalled 881, 9 more compared to the same period of the previous year, whereas
the average headcount increased by over 16.

CHANGE AVERAGE
31.03.2018  31.03.2017 AMOUNT % 2018 2017
Managers 49 48 1 2.1% 48.5 47.5
31 and 4" level executives 148 147 1 0.7% 148.5 149.0
Other employees 684 677 7 1.0% 680.0 664.0
Total 881 872 9 1.0% 877.0 860.5

The evolution of staff expenses in the first quarter of 2018 was mainly influenced by the 5.8%
growth in the recurrent remuneration component, partially offset by a decline in the variable
incentive component (-17.4%) due to lower costs associated with the recruitment plans for new
Relationship Managers.

Costs for share-based payments, calculated in accordance with IFRS 2, referred mainly to in-
centivisation plans reserved for key managers of the Generali Group (LTIP - Long Term Incen-
tive Plan). In this regard, it bears recalling that as of 2018 the new plans implemented year after
year will be more closely linked to the targets set by the Banking Group than to those set by the
Insurance Group. Therefore, the plans will not be based on the shares of the Parent Company, As-
sicurazioni Generali, but on the assignment of Banca Generali shares.
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(€ THOUSAND)

Administration

Advertising

Advisory

Auditing

Insurance

Other general costs (insurance; T&E)
Operations

Rent and usage of premises
Outsourced services

Post and telephone

Print material and contracts

Other indirect staff expenses

Other operating expenses
Information system and equipment

Outsourced IT services

(€ THOUSAND)
1) Employees
Salaries and social security charges

Provision for termination indemnity and
supplementary pension funds

Costs related to payment agreements
based on own financial instruments (IFRS2)

Short-term productivity bonuses (MBO, CIA,
incl. sales)

Other long-term incentives (MBO)
Other employee benefits

2) Other staff

3) Directors and Auditors

Total

31.03.2018
20,773
14,764

1,174
520

2,677
345
1,293
20

343
21,136

31.03.2017
20,396
13,944

1,124
277

3,631
378
1,042
28

303
20,727

CHANGE
AMOUNT

377
820

50

243

-954
-33
251

-8
40
409

%
1.8%
5.9%

4.4%

87.7%

-26.3%
-8.7%
24.1%

-28.6%
13.2%

2.0%

Other general and administrative expenses, net of recoveries of taxes paid by customers (stamp
duty, substitute tax), amounted to 25.0 million euros, slightly up compared to the previous year
(+1.4%), exclusively attributable to the increase in the estimated ordinary contributions due to the
Single Resolution Fund in 2018 (+0.6 million euros).

Fees for financial databases and other IT services

Software maintenance and servicing

Other expenses (equipment rental, maintenance, etc.)

Taxes and duties

of which virtual stamp duty and other taxes borne by customers

Contributions to the Italian National Resolution and Interbank Deposit Protection

Funds and ECB

Total other general and administrative expenses

Recovery of stamp duty from customers (item 220)

Total other general and administrative expenses, net of stamp duties recovered
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31.03.2018
3,082
908
975
94
798
307
9,134
4,698
1,365
711
300
494
1,566
9,910
7,239
1,593
865
213
12,525
12,524

2,650
37,301
-12,280
25,021

31.03.2017
3,590
996
1,358
116
793
327
8,988
4,365
1,407
631
292
550
1,743
9,777
7,112
1,623
824
218
10,594
10,498

2,002
34,951
-10,269
24,682

CHANGE
AMOUNT

-508
-88
-383
-22
5
-20
146
333

-177
133
127
-30

41

1,931
2,026

648
2,350
-2,011
339

-14.2%
-8.8%
-28.2%
-19.0%
0.6%
-6.1%
1.6%
7.6%
-3.0%
12.7%
2.7%
-10.2%
-10.2%
1.4%
1.8%
-1.8%
5.0%
-2.3%
18.2%
19.3%

32.4%
6.7%
19.6%
1.4%

31
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4.5 Net provisions
Net provision not related to fees amounted to 4.8 million euros, down by 1.2 million compared to
the same period of 2017, mainly regarding provisions in connection with the beginning of the new
annual cycle of the Financial Advisor Network Loyalty Plan.
CHANGE
(€ THOUSAND) 31.03.2018 31.03.2017 AMOUNT %
Provision for staff liabilities and contingencies -550 - -550 n.a.
Restructuring provisions — Voluntary redundancy
plan - - - n.a.
Provisions for legal disputes 182 -12 194 n.a.
Provision for contractual indemnities to the
sales network 4,831 6,043 -1,212 -20.1%
Other provisions for liabilities and contingencies 320 - 320 n.a.
Total 4,783 6,031 -1,248 -20.7%
4.6 Adjustments

Net adjustments for non-performing loans were 0.2 million euros, down 3.4 million euros com-
pared to the same period of the previous year, which had been significantly impacted by losses
generated by the Alitalia bond known as “Dolce Vita”, allocated to the HTM portfolio following
the airline’s default.

(€ THOUSAND) ADJUSTMENTS REVERSALS 31.03.2018 31.03.2017 CHANGE
Specific adjustments/reversals -60 265 205 -2,452 2,657
Equity securities - - = -11 11
Debt securities - - - -2,467 2,467
Non-performing loans of the banking portfolio -35 247 212 26 186
Operating loans to customers -25 18 =7 - -7
Contribution to the Interbank Deposit Protection Fund (FITD) - - - -
Portfolio adjustments/reversals -442 429 -13 -706 693
Debt securities -442 429 -13 -706 693
Performing loans to customers and banks - - = - -
Total -502 694 192 -3,158 3,350

4.7

Consolidated net result, taxes and earnings per share

Income taxes for the reporting period on a current and deferred basis were estimated at 13.8 mil-
lion euros, up 3.7 million euros compared to estimated taxes at the end of the same period of the

previous year.

CHANGE
(€ THOUSAND) 31.03.2018  31.03.2017 AMOUNT %
Current taxes for the period -16,166 -13,664 -2,502 18.3%
Prior years’ taxes 39 3 36 n.a.
Changes of prepaid taxation (+/-) 246 3,626 -3,380 -93.2%
Changes of deferred taxation (+/-) 2,049 -139 2,188 n.a.
Total -10,174 -3,658 36.0%

-13,832

The estimated total tax rate was 22.0%, sharply increasing compared to the end of the previous
year, chiefly due to the decline in the share of profits earned outside of Italy.

The first quarter of 2018 thus closed with basic net earnings per share of 0.42 euros.
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31.03.2018 31.03.2017

Net profit for the period (€ thousand) 49,047 56,222
Earnings attributable to ordinary shares (€ thousand) 49,047 56,222
Average number of outstanding shares 116,482 116,067
EPS - Earnings per Share (euros) 0.42 0.48
Average number of outstanding shares with diluted share capital 116,482 116,614
EPS - Diluted earnings per share (euros) 0.42 0.48

4.8

Comprehensive income

The Banking Group’s comprehensive income is determined by the consolidated net profit and all

other components that contribute to company performance without being reflected in the Profit

and Loss Account, such as changes in valuation reserves for securities at fair value through other

comprehensive income.

In the first quarter of 2018, the latter component provided a positive overall contribution of 2.2

million euros, against a symmetrical net negative change of -24.9 million euros recorded at the end

of the same period of the previous year.

In detail, AF'S portfolio valuation reserves increased, as a result of the following factors:

> an increase in net valuation capital gains totalling 14.7 million euros;

> the reduction of pre-existing net positive reserves due to re-absorption through profit or loss
upon realisation (11.1 million euros);

> the negative net tax effect associated with the above changes and resulting from offsetting
DTAs and DTLs (-1.1 million euros).

CHANGE
(€ THOUSAND) 31.03.2018 31.03.2017 AMOUNT %
Net profit 49,047 56,222 -7,175 -12.8%
Other income, net of taxes:
with transfer to Profit and Loss Account:
Exchange gains and losses 4 -1 5 n.a.
Financial assets at fair value through other comprehensive income 2,245 -24,946 27,191 -109.0%
without transfer to Profit and Loss Account:
Actuarial gains (losses) from defined benefit plans -31 -98 67 -68.4%

Total other income, net of taxes

2,218 -25,045 27,263 -108.9%

Comprehensive income

51,265 31,177 20,088 64.4%
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5. BALANCE SHEET AND NET EQUITY
AGGREGATES

At the end of the first quarter of 2018, total consolidated assets amounted to 9.3 billion euros,
increasing by over 0.3 billion euros (+3.7%) compared to the end of 2017.

Total net inflows amounted to 8.2 billion euros (+3.9%), driven by the significant net inflows from
customers (+6.7%), which offset the decline in interbank net inflows.

Core loans thus totalled 8.9 billion euros, up 4.6%.

ASSETS CHANGE
(€ THOUSAND) 31.03.2018 31.12.2017 AMOUNT %
Financial assets at fair value through profit or loss 114,157 49,814 64,343 129.2%
Financial assets at fair value through other comprehensive income 4,376,203 4,612,728 -236,525 -5.1%
Financial assets at amortised cost 4,396,399 3,831,104 565,295 14.8%

a) Loans to banks (*) 1,093,245 923,095 170,150 18.4%

b) Loans to customers 3,303,154 2,908,009 395,145 13.6%
Equity investments 1,736 1,820 -84 -4.6%
Property, equipment and intangible assets 96,778 98,380 -1,602 -1.6%
Tax receivables 46,394 45,735 659 1.4%
Other assets 291,632 351,430 -59,798 -17.0%
Total assets 9,323,299 8,991,011 332,288 3.7%

(*) Demand deposits with ECB have been reclassified among loans to banks.

NET EQUITY AND LIABILITIES CHANGE
(€ THOUSAND) 31.03.2018 31.12.2017 AMOUNT %
Financial liabilities at amortised cost 8,186,641 7,879,779 306,862 3.9%

a) Due to banks 505,127 682,531 -177,404 -26.0%

b) Due to customers 7,681,514 7,197,248 484,266 6.7%
Financial liabilities held for trading and hedging 290 206 84 40.8%
Tax payables 42,557 35,564 6,993 19.7%
Other liabilities 143,151 185,218 -42,067 -22.7%
Special purpose provisions 158,307 154,174 4,133 2.7%
Valuation reserves 24,153 21,646 2,507 11.6%
Reserves 557,352 348,519 208,833 59.9%
Share premium reserve 58,170 58,219 -49 -0.1%
Share capital 116,852 116,852 - -
Treasury shares (-) -13,221 -13,271 50 -0.4%
Net profit (loss) for the period (+/-) 49,047 204,105 -155,058 -76.0%
Total net equity and liabilities 9,323,299 8,991,011 332,288 3.7%
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Quarterly evolution of consolidated Balance Sheet

ASSETS
(€ THOUSAND) 31.03.2018 31.12.2017  30.09.2017  30.06.2017  31.03.2017  31.12.2016
Financial assets at fair value through profit or loss 114,157 49,814 49,670 46,189 42,301 38,560
Financial assets at fair value through other comprehensive
income 4,376,203 4,612,728 4,595,225 4,750,650 4,654,312 4,409,318
Financial assets at amortised cost 4,396,399 3,831,104 3,306,838 3,623,434 3,433,062 3,507,289
a) Loans to banks 1,093,245 923,095 406,974 740,320 539,010 938,593
b) Loans to customers 3,303,154 2,908,009 2,899,864 2,883,114 2,894,052 2,568,696
Equity investments 1,736 1,820 1,879 1,898 1,954 1,988
Property, equipment and intangible assets 96,778 98,380 94,436 95,820 97,383 97,813
Tax receivables 46,394 45,735 52,551 50,975 52,707 44,538
Other assets 291,632 351,430 288,272 305,317 287,552 257,229
Total assets 9,323,299 8,991,011 8,388,871 8,874,283 8,569,271 8,356,735

NET EQUITY AND LIABILITIES

(€ THOUSAND) 31.03.2018 31.12.2017  30.09.2017  30.06.2017  31.03.2017  31.12.2016
Financial liabilities at amortised cost 8,186,641 7,879,779 7,381,076 7,545,634 7,564,740 7,450,911

a) Due to banks 505,127 682,531 792,737 946,895 1,034,603 802,709

b) Due to customers 7,681,514 7,197,248 6,588,339 6,598,739 6,530,137 6,648,202
Financial liabilities held for trading and hedging 290 206 988 1,013 1,097 1,169
Tax payables 42,557 35,564 41,066 32,324 20,826 17,118
Other liabilities 143,151 185,218 133,097 516,464 165,865 118,853
Special purpose provisions 158,307 154,174 165,521 152,473 136,129 122,163
Valuation reserves 24,153 21,646 11,253 -955 -16,066 8,979
Reserves 557,352 348,519 346,597 345,626 470,576 314,353
Share premium reserve 58,170 58,219 58,504 58,363 56,171 53,803
Share capital 116,852 116,852 116,852 116,839 116,644 116,425
Treasury shares (-) -13,221 -13,271 -13,437 -1,581 -2,933 -2,933
Net profit (loss) for the period (+/-) 49,047 204,105 147,354 108,083 56,222 155,894
Total net equity and liabilities 9,323,299 8,991,011 8,388,871 8,874,283 8,569,271 8,356,735

5.1 Direct net inflows from customers

Total direct inflows from customers amounted to 7.7 billion euros, up by 6.7% compared to 31

December 2017.
CHANGE
(€ THOUSAND) 31.03.2018 31.12.2017 AMOUNT %
1. Current accounts and demand deposits 7,303,073 6,903,451 399,622 5.8%
3. Financing 242,611 83,845 158,766 189.4%
Repurchase agreements 198,925 40,567 158,358 390.4%
Subordinated loans 43,686 43,278 408 0.9%
4. Other debts 135,830 209,952 -74,122 -35.3%
Operating debts to sales network 116,228 119,371 -3,143 -2.6%
Other (money orders, amounts at the disposal of
customers) 19,602 90,581 -70,979 -78.4%
Total due to customers 7,681,514 7,197,248 484,266 6.7%

The growth in net inflows from customers (external to the Insurance Group) continued to be
driven solely by on-demand current account balances, which reported a net increase of 286 million
euros to 6,738 million euros. In the reporting quarter, net inflows in the form of repurchase agree-
ments were also relaunched, increasing by 158.4 million euros.
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Captive net inflows from the companies within the Assicurazioni Generali Group rose by 113.2 mil-
lion euros partly due the temporary treasury balances of some Italian subsidiaries, reaching 609.1
million euros at the end of the reporting period, accounting for 7.9% of total net inflows.

The aggregate includes 43.7 million euros for the Tier-2 subordinated loan issued by the subsidiary
Generali Beteiligungs GmbH in 2014.

CHANGE

(€ THOUSAND) 31.03.2018 31.03.2017 AMOUNT %
Net inflows from Parent Company 4,775 6,247 -1,472 -23.6%
Net inflows from other subsidiaries of the Generali
Group 604,314 489,596 114,718 23.4%
Net inflows from funds promoted by the Generali Group = - - n.a.
Total net inflows from Generali Group 609,089 495,843 113,246 22.8%
Net inflows from other parties 7,072,425 6,701,405 371,020 5.5%

of which: current accounts 6,737,683 6,451,682 286,001 4.4%
Total net inflows from customers 7,681,514 7,197,248 484,266 6.7%

By contrast, the non-interest-bearing debt position consisted of other sums available to custom-
ers, primarily relating to claims settlement activity by the Group’s insurance companies (money
orders), as well as of payables to the sales network for the placement of financial products and ser-
vices. This segment shrank significantly, mostly as a result of the collection of the money orders
issued at the end of December on behalf of insurance companies.

5.2

Evolution of loans (€ million)

Core loans

Core loans totalled 8,887 million euros overall, up 393.1 million euros compared to 31 December
2017, mainly as a consequence of the increase in both investments in financial asset portfolios,
which grew by 180.6 million euros (+3.1%), and interbank loans.

Interbank loans rose by 193.2 million euros, chiefly due to the growth in demand deposits with the
ECB, which stood at 758.1 million euros. The temporary growth of this item was aimed at mitigat-
ing the Bank’s risk exposure against a backdrop of increasing volatility in the financial markets
associated with the uncertainty posed by the Italian and international political scenario and the
expectations on the Central Banks' future stance.

CHANGE
01.01.2018
(€ THOUSAND) 31.03.2018 31.12.2017 AMOUNT % FTA
Financial assets at fair value through
profit or loss 114,157 49,814 64,343 129.2% 117,196
Financial assets at fair value through
other comprehensive income 4,376,203 4,612,728 -236,525 -5.1% 4,426,185
Financial assets at amortised cost 1,426,657 1,073,896 352,761 32.8% 1,213,135
Financial assets 5,917,017 5,736,438 180,579 3.1% 5,756,516
Loans to and deposits with banks (*) 1,023,240 829,992 193,248 23.3% 829,863
Loans to customers 1,772,433 1,768,965 3,468 0.2% 1,768,191
Operating loans and other loans 174,069 158,251 15,818 10.0% 141,594
Total interest-bearing financial assets
and loans 8,886,759 8,493,646 393,113 4.6% 8,496,164
I
(*) ECB demand deposits included.
10,000 o 232 206 210 215 243
s 71 % 37 m 581 o 273 @ 830 M1,023
1.699 1,706 1,724 1,743 1,769 1,772
5,000 2
5,816 5,910 5,725 5,679 5,848
5,282
(o}
4Q16 1Q17 2Q17 3Q17 aQ17 1Q18
B Debt securities Interest-bearing B Interest-bearing I Other loans

loans — customers  loans — banks

Overall, financial assets accounted for 66.6% of the core loan aggregate’s total, slightly decreas-
ing compared to 67.5% at the end of 2017. The exposure to financial instruments other than debt
securities was extremely limited.
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Adoption of IFRS 9

CHANGE
(€ THOUSAND) 31.03.2018  31.12.2017 AMOUNT %
Government securities 5,420,798 5,316,611 104,187 2.0%
Other public institutions 8,053 8,283 -230 -2.8%
Securities issued by banks 228,728 186,293 42,435 22.8%
Securities issued by other issuers 190,701 168,038 22,663 13.5%
Equity securities and other securities 68,737 57,213 11,524 20.1%
Total financial assets 5,917,017 5,736,438 180,579 3.1%

Following the adoption of IFRS 9, the accounting classification of investments in financial assets
was adjusted to comply with the new Standard and the new instructions issued by the Bank of
Italy in the fifth update to Circular No. 262/2005 regarding schemes and rules for preparing bank
financial statements.

Within the framework of IFRS 9, the portfolio of financial assets at fair value through other com-
prehensive income corresponds to the held-to-collect-and-sell portfolio (HTCS)?, held as treasury
investments or for sale.

Therefore, it is no longer possible to measure UCITS units previously allocated to the AFS port-
folio at fair value through equity. Accordingly, with effect from 1 January 2018, such instruments
have been reclassified to the new portfolio of financial assets mandatorily measured at fair value
through profit or loss. Some investments in equity instruments previously classified to the AFS
portfolio, for which the option for designation at fair value through equity exclusively (i.e., without
transfer to the Profit or Loss Account of gains and losses at the time of sale) was not exercised,
were also reclassified to this portfolio.

The portfolio of financial assets at amortised cost corresponds to the IFRS 9 portfolio held-to-
collect (HT'C) and consists solely of debt instruments with the same characteristics as those of the
HTCS portfolio but held for long-term investment purposes. Accordingly, the debt instruments
previously classified to the portfolio of investments held to maturity (HTM) and among loans to
banks and customers (L&R Loans & receivables) were generally reclassified to this portfolio.
Upon first-time application of the Standard, this asset class included a portfolio of Italian govern-
ment bonds of approximately 166 million euros, previously classified as AF'S, for which this new
business model was deemed more appropriate. Symmetrically, a limited portfolio of corporate
bonds amounting to approximately 28 million euros was reclassified from the previous portfolio
of securities designated at amortised cost (loans and receivables) to the new HTCS portfolio (25
million euros) and to the portfolio of financial assets mandatorily measured at fair value (3 million
euros).

Finally, the portfolio of financial assets at fair value through profit or loss includes the pre-existing
trading portfolio and the new portfolio of assets mandatorily measured at fair value through profit
or loss, consisting of residual investments that cannot be allocated to any of the other portfolios
(HTC, HTCS or trading).

The increase in financial assets was concentrated in the held-to-collect (HTC) portfolio, i.e., as-
sets measured at amortised cost and held for investment purposes, which included not only new
purchases of government bonds but also the reclassification of the portfolio of former AFS govern-
ment bonds discussed above.

Net of the reclassifications undertaken in connection with the first-time application of IFRS 9, the
HTCS portfolio shows a slight decrease, despite extensive rebalancing of the portfolio in favour of
shorter-term maturities.

Sovereign debt exposure increased by 104 million euros accounting for 91.7% of total investments
in financial instruments, essentially stable compared to the end of the previous year (92.7%).
Such exposure mostly included bonds of the Italian Republic, with the only exception of Spanish
and US Treasury bonds for an overall amount of 43 million euros.

3 The financial instruments must pass the SPPI test (solely payment of principal and interest), meaning that they present cash flows consisting solely of the
repayment of principal and the payment of interest consistent with a basic lending arrangement in which remuneration of the time value of money and credit
risk represent the most significant elements. When this test is failed — regardless of the business model underlying the purchase of the financial instrument

(HTCS or HTC) — the instrument concerned must be classified among financial assets at fair value through profit or loss.
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Breakdown of financial

assets portfolio

Breakdown of bonds
portfolio by maturity

BETWEEN
5 AND 10
YEARS
24.8%

BETWEEN
3 AND 5

YEARS
24.0%

UP TO
1 YEAR
15.5%

BETWEEN
1AND 3
YEARS
35.7%

CHANGE
(€ THOUSAND) 31.03.2018 31.12.2017 AMOUNT %
Exposure to the sovereign risk by portfolio:
Financial assets at fair value through other
comprehensive income 4,179,882 4,465,316 -285,434 -6.4%
Financial assets at amortised cost 1,248,969 859,578 389,391 45.3%
Total 5,428,851 5,324,894 103,957 2.0%

The overall geographical breakdown of the portfolio of debt securities thus showed a high concen-
tration of investments relating to Italian securities (96%).

at 31.03.2018 at 31.12.2017
EQUITY SECURITIES EQUITY SECURITIES
SECURITIES ISSUED BY OTHER ISSUERS AND OTHER SECURITIES SECURITIES ISSUED BY OTHER ISSUERS AND OTHER SECURITIES
3.5% 0.9% 2.9% 1.0%
SECURITIES ISSUED BY BANKS SECURITIES ISSUED BY BANKS
3.9% 3.2%
OTHER PUBLIC INSTITUTIONS OTHER PUBLIC INSTITUTIONS
0.1% 0.1%
GOVERNMENT SECURITIES GOVERNMENT SECURITIES
91.6% 92.7%

In a context where financial markets were increasingly volatile, the Banking Group adopted a
policy aimed at narrowing the maturities of its portfolio issues.

At the end of March 2018, the share of financial assets with a maturity of more than 5 years
dropped to 24.8% from 30.6% in 2017, whilst the share of assets having a residual life of 1-3 years
rose to 28.5% from 35.7%.

The portfolio of debt securities had an overall average residual life of about 3.4 years (4.4 years
at the end of the first quarter 2017) and 44% of it was made up of variable rate issues, and for the
remainder; of fixed-rate issues and zero coupons.

Bonds portfolio maturity

(€ million)
1,500
1,257 S
1,000
780 650 637
500 385
) 124 88 13 205 177 694 25
Up to Between1 Between2 Between3 Between4 Between5 More than

1year and2years and 3years and 4 years and 5 years and 10 years 10 years

1 HTM I Loans

Loans to customers amounted to 1,772.4 million euros, virtually unchanged compared to the end
of 2017 (+0.2%) due to a slight expansion of the mortgage and personal loan sector (+2.2%), which
was, however, partially offset by repayments recorded on current account overdraft facilities.

In detail, the mortgage segment reported new disbursements amounting to 45 million euros.

CHANGE
(€ THOUSAND) 31.03.2018 31.12.2017 AMOUNT %
Current accounts 880,149 895,369 -15,220 -1.7%
Mortgages and personal loans 888,506 869,793 18,713 2.2%
Other financing and loans not in current
accounts 3,778 3,803 -25 -0.7%
Total loans 1,772,433 1,768,965 3,468 0.2%
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Within operating loans, growth was reported by both financial advances provided to the Finan-
cial Advisors network for fees currently accruing and by daily margin due to the shift from indi-
rect to direct participation to Compensazione e Garanzia for the bonds segment, effective at the
end of 2017.

Conversely, trade receivables accrued for the placement and distribution of financial and insur-
ance products declined slightly.

CHANGE
(€ THOUSAND) 31.03.2018 31.12.2017 AMOUNT %
Operating loans to product companies 107,653 112,333 -4,680 -4.2%
Sums advanced to Financial Advisors 44,283 34,376 9,907 28.8%
Stock exchange interest-bearing daily margin 14,272 3,562 10,710 n.a.
Charges to be debited and other loans 7,581 7,629 -48 -0.6%
Operating loans and other loans 173,789 157,900 15,889 10.1%

Net non-performing loans amounted to 52.8 million euros, equal to 2.1% of total loans to custom-
ers, down by 20.6 million euros compared to the end of the previous year.

Unlikely to pay exposures decreased by 15.8 million euros, mainly due to two significant exposures
classified among unlikely to pay following the general review of loans positions carried out in 2017
and fully repaid with no charge incurred by the Bank (15.4 million euros). The decline in bad loans
was attributable to the final acquisition of the indemnity guarantee following the settlement of an
insolvency procedure.

CHANGE SECURED

GROSS ADJUST- EXPOSL’}‘REE EXPOSB‘FEE S%éﬂ%%'li'j?g EXPIEI)E'IL'JSE
(€ THOUSAND) EXPOSURE MENTS 2018 2017 AMOUNT % INDEMNITY INDEMNITY
Bad loans 39,060 -16,453 22,607 24,899 -2,292 -9.2% 19,722 2,885
Financing 33,569 -11,901 21,668 23,892 -2,224 -9.3% 19,722 1,946
Debt securities 2,642 -2,642 = - - - - -
Operating loans 2,849 -1,910 939 1,007 -68 -6.8% - 939
Unlikely to pay 24,436 -1,040 23,396 39,232 -15,836 -40.4% 5,255 18,141
Past-due exposures - over 90 days 7,174 -338 6,836 9,326 -2,490 -26.7% - 6,836
Total non-performing loans 70,670 -17,831 52,839 73,457 -20,618 -28.1% 24,977 27,862
Performing debt securities 1,359,441 -2,509 1,356,932 981,144
Performing loans 1,895,795 -2,412 1,893,383 1,853,408
Total loans to customers 3,325,906 -20,243 3,303,154 2,908,009

Within the segment of loans to customers, exposures were mostly revocable account credit facili-
ties secured by financial collaterals mainly in the form of pledges of financial instruments and/or
similar products (mandate to policy redemption); with regard to bad loans, exposures were chiefly
mortgages of real property (46% of net exposure).

At the end of the reporting period, non-performing loans included 24.9 million euros referring
to exposures originating in the portfolio of Banca del Gottardo Italia, fully covered by the loan
indemnity granted by BSI S.A.4 upon the sale of the said company and mainly secured to that end
by cash collateral payments by the counterparty.

Net of this portfolio, which accounted for over 47% of net non-performing exposures, the weight
of non-performing exposures to total loans to customers decreased to 0.84% (27.8 million euros).

However, unsecured positions representing an actual risk for the Bank, including the operating
loan component, amounted to just over 2 million euros, or about 0.06% of total loans to customers.

Forborne positions at the end of the reporting quarter stood at about 111.9 million euros, of which
7.4 million euros were non-performing exposures.

At 31 March 2018, the interbank position, net of the securities portfolio and operating loans,
showed a net credit balance of 518.1 million euros, up compared to a net exposure of 147.5 million
euros at the end of the previous year.

This situation was mainly due to the combined effect of the ongoing significant loan position with
the ECB (758.1 million euros) and the end of leveraged net inflows in the form of repurchase agree-
ments at negative rates on the interbank market (189.7 million euros).

Interbank net inflows also include the TLTRO2 financing disbursed on 29 June 2016, with a matu-
rity of four years, set to come due on 24 June 2020, with an option for early repayment at the end
of the second year.

4 As of 7 April 2017, the Swiss operations of BSI S.A. were totally transferred to EFG Bank AG - Lugano Branch, as per the Swiss law on mergers.
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This loan accrues an interest equal to that of the main refinancing operations applicable from
time to time, which is currently 0% but could however have been reduced to the interest rate on
overnight deposits with the ECB (currently a negative -0.40%) if at the end of January 2018 the
loans disbursed by Banca Generali to households for credit purposes other than home purchases
and to non-financial companies residing in the Euro Area had exceeded a given benchmark level®.

CHANGE
(€ THOUSAND) 31.03.2018 31.12.2017 AMOUNT %
1. Repayable on demand 879,834 696,364 183,470 26.3%
Demand deposits with ECB and Bank of Italy(*) 758,056 545,632 212,424 38.9%
Demand deposits with credit institutions = - - n.a.
Transfer accounts 121,778 150,732 -28,954 -19.2%
2. Time deposits 143,406 133,628 9,778 7.3%
Mandatory reserve 69,264 67,617 1,647 2.4%
Term deposits 73,442 65,938 7,504 11.4%
Collateral margins 700 73 627 858.9%
Total loans to banks 1,023,240 829,992 193,248 23.3%
1. Due to Central Banks 400,000 400,000 - 0.0%
TLTRO 400,000 400,000 - 0.0%
2.Due to banks 105,127 282,531 -177,404 -62.8%
Transfer accounts 85,322 57,472 27,850 48.5%
Term deposits - 3,796 -3,796 -100.0%
Repurchase agreements = 189,657 -189,657 -100.0%
Collateral margins - 9,532 -9,532 -100.0%
Other debts 19,805 22,074 -2,269 -10.3%
Total due to banks 505,127 682,531 -177,404 -26.0%
Net interbank position 518,113 147,461 370,652 251.4%

(*) Reclassified from Item 10 - Demand loans to Central Banks.

5.3

Provisions

Total special purpose provisions totalled 158.3 million euros overall, up 4.1 million euros compared
to the previous year (+2.7%) chiefly due to the provisions in connection with the beginning of the
new annual cycle of the Financial Advisor Network Loyalty Plan.

CHANGE

(€ THOUSAND) 31.03.2018  31.12.2017 AMOUNT %
Provision for termination indemnity 4,843 4,859 -16 -0.3%
Provisions for guarantees issued and commitments 202 - 202 n.a.
Other provisions for liabilities and contingencies 153,262 149,315 3,947 2.6%
Provisions for staff expenses 13,718 15,404 -1,686 -10.9%
Restructuring provisions — Redundancy incentives plan 1,089 1,089 - -
Provisions for legal disputes 17,568 17,747 -179 -1.0%
Provisions for contractual indemnities to the sales

network 66,110 61,459 4,651 7.6%
Provisions for sales network incentives 52,917 52,076 841 1.6%
Other provisions for liabilities and contingencies 1,860 1,540 320 20.8%
Total provisions 158,307 154,174 4,133 2.7%

Provisions for long-term contractual indemnities include, inter alia, 6.8 million euros referring to
the provision for the annual cycles of the Framework Loyalty Programme for the sales network
2017-2026 launched in the previous year.

The Framework Loyalty Programme is divided into eight annual separate plans, all set to expire
on 31 December 2026 and of decreasing lengths, which may be activated from one year to the next,
with the authorisation of the Banca Generali Group’s company bodies and in accordance with its
remuneration policies.

For each plan, the accrued indemnity may be paid out partly in Banca Generali shares (up to a

5 For Banca Generali, equal to the amount of such target loans at 31 January 2016, plus 2.5%.
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maximum of 50%) of the indemnity accrued, following an assessment of the potential effects at
the level of capital ratios and floating capital, by the Corporate Bodies (Board of Directors and
General Shareholders’ Meeting) and the Regulator.

In this regard, it should be noted that the Board of Directors of 20 March 2018 approved the launch
of the second plan 2018-2026 on the basis of the same provisions set forth for the first plan of 2017.
This resolution was subsequently ratified by the General Shareholders’ Meeting on 12 April 2018.

The other provision aggregate includes a prudential allocation to cover the tax dispute concern-
ing tax period 2014, for which the tax assessment proceedings launched on 27 March 2017 by the
Friuli-Venezia Giulia Regional Department of the Italian Revenue Service were still underway.
The minutes of the closing of the first part of the tax investigation were filed on 22 December 2017,
highlighting a few issues, none of which pertained to Transfer Pricing. The second phase of the
tax inspection, focusing on the appropriateness of the Banking Group’s transfer pricing policies, is
expected to be completed by the end of the first half of 2018.

54

Net equity and regulatory aggregates

At 31 March 2018, consolidated net equity, including net profit for the period, stood at 792.4 million
euros, gross of the 2017 dividend payout resolved upon by the General Shareholders’ Meeting on
12 April 2018 for a total amount of 145.5 million euros.

CHANGE
(€ THOUSAND) 31.03.2018  31.12.2017 AMOUNT %
Share capital 116,852 116,852 - -
Share premium reserve 58,170 58,219 -49 -0.1%
Reserves 557,352 348,519 208,833 59.9%
(Treasury shares) -13,221 -13,271 50 -0.4%
Valuation reserves 24,153 21,646 2,507 11.6%
Net profit (loss) for the period 49,047 204,105 -155,058 -76.0%
Group net equity 792,353 736,070 56,283 7.6%

The increase in net equity during the reporting quarter was attributable to the change in the
reserves for share-based payments (IFRS 2), the change in fair value valuation reserves for the
portfolio of HT'CS financial assets and other reserves included in other comprehensive income, in
addition to the net profit for the period.

Following the entry into force, effective 1 January 2018, of the new accounting standards IFRS 9
and IFRS 15, at the reporting date net equity reserves for the first-time adoption (FTA) were also
recognised for an amount of about 4 million euros.

(€ THOUSAND) 31.03.2018 31.12.2017 31.03.2017
Net equity at period-start 736,070 646,521 646,521
Dividend paid = -124,674 -
IFRS 9 and IFRS 15 4,149 - -
Purchase and sale of treasury shares 1 -10,338 -
Issue of new shares (stock options) - 3,057 2,350
Matured IFRS 2 reserves on own financial instruments 580 2,937 320
Matured IFRS 2 reserves on LTIP 288 1,796 246
Change in valuation reserves (net of FTA) 2,218 12,667 -25,045
Consolidated net profit 49,047 204,105 56,222
Net equity at period-end 792,353 736,070 680,614
Change 56,283 89,549 34,093

Fair value valuation reserves for the portfolio of financial assets at fair value with impact on com-
prehensive income (HTCS) showed a net increase of 2.2 million euros, primarily owing to the port-
folio of Italian government bonds, for which net reserves amounted to 25.1 million euros, compared
to 19.8 million euros at the end of 2017.
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During first-time application of IFRS 9, net valuation reserves of 0.3 million euros were recognised
due to the combined effect of the reversal through a specific retained earnings reserve in equity
of previous positive reserves for UCITS and equity instruments reclassified to the portfolio of
financial assets mandatorily measured at fair value (-3.2 million euros), and the recognition of
positive reserves for corporate and government bonds due to the application of the new business
models (+1.4 million euros). The residual valuation reserve was also adjusted by a positive 2.1 mil-
lion euros to neutralise the effect of the new collective impairment due to expected losses on the
HTCS portfolio.

31.03.2018
DEBT SECURITIES

(€ THOUSAND) SECUERCI)‘?IIE\S( 815”2 CORPORATE ~ GOVERNMENT TOTAL

1. Amount at period-start 445 2,780 480 19,850 23,555

Adjustment of opening balances -445 -2,780 464 3,050 289

1. Amount at period-start - - 944 22,900 23,844

2. Increases - - 476 16,745 17,221

2.1 Fair value increases - - 325 16,606 16,931

2.2 Adjustments for credit risk - - 100 - 100
2.3 Transfer to Profit and Loss Account of negative reserves due to

disposal - - 3 - 3

2.3 Other changes = = 48 139 187

3. Decreases = = 479 14,497 14,976

3.1 Fair value decreases - - 416 1,819 2,235

3.2 Reversals for credit risk = = = 432 432
3.3 Transfer to Profit and Loss Account of positive reserves due to

disposal - - 16 11,042 11,058

3.4 Other changes - - 47 1,204 1,251

4, Amount at period-end - - 941 25,148 26,089

Consolidated own funds, calculated in accordance with the Basel 3 phase-in rules, amounted to
561.1 million euros, up by 42.5 million euros compared to the end of the previous year, chiefly owing
to the portion of retained earnings for the reporting period (13.1 million euros) and the increase in
the valuation reserves for HTCS financial assets, due to the end as of 1 January 2018 of the phase-
in period envisaged by the CRR Regulation and the Italian provision for neutralising Eurozone
government bond reserves (+22.8 million euros) and the effect of IFRS 9 and IFRS 15 FTA.

31.03.2018 31.12.2017 CHANGE
(€ THOUSAND) FULLY LOADED PHASE IN PHASE IN AMOUNT %
Common Equity Tier 1 capital (CET1) 518,065 518,136 475,232 42,904 9.0%
Additional Tier 1 capital (AT1) - - - - n.a.
Tier 2 capital (T2) 43,000 43,000 43,370 -370 -0.9%
Total own funds 561,065 561,136 518,602 42,534 8.2%
Credit and counterparty risk 130,911 130,911 131,410 -499 -0.4%
Market risk 901 901 1,735 -835 -48.1%
Operating risk 71,914 71,914 71,914 - -
Total absorbed capital 203,726 203,726 205,059 -1,333 -0.7%
Excess over absorbed capital 357,339 357,410 313,543 43,867 14.0%
Risk-weighted assets 2,546,574 2,546,574 2,563,242 -16,668 -0.7%
Tier 1 /Risk-weighted assets (Tier 1 capital ratio) 20.3% 20.3% 18.5% 1.8% 9.7%
Total own funds/Risk-weighted assets (Total Capital Ratio) 22.0% 22.0% 20.2% 1.8% 8.9%

At the end of the reporting period, the aggregate capital for regulatory purposes recorded 357.4
million euros in excess of the amount required to cover credit, market, and operating risks. CET1
ratio reached 20.3%, compared to a minimum requirement of 7%, and Total Capital Ratio (TCR)
reached 22.0%, compared to the SREP minimum requirement of 10.4%.

With reference to the adoption of IFRS 9, at the reporting date the Banking Group did not opt
to apply the phase-in regime set forth in the Regulation (EU) No. 2017/2395 which allows banks,
whose opening balance sheet at the date of IFRS 9 first-time adoption reports a decline in CET1
due to the increase in expected credit loss provisions (net of tax effects), to include in their CET1 a
portion of the said increased provisions under for a phase-in period of five years.
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Absorbed capital for credit and counterparty risk decreased slightly compared to the previous
year (-0.5 million euros), mostly due to the reduction in past-due weighted exposures, partly offset
by the increase in weighted exposures to securitisations and supervised intermediaries.

The decline in absorbed capital for market risk was essentially attributable to the reclassification
of several trading book exposures to the portfolio of assets mandatorily measured at fair value
through profit or loss (banking book) following the adoption of IFRS 9.

The leverage ratio at the end of the quarter reached 5.6%, in line with that at the end of the previ-
ous year.

Reconciliation statement between parent company Banca Generali’s net equity and consolidated net equity

31.03.2018

(€ THOUSAND) CAFfllaTSAELRQ/'ég NET PROFIT NET EQUITY
Net equity of Banca Generali 632,069 74,642 706,711
Differences between net equity and book value of companies consolidated

using the line-by-line method 111,611 = 111,611
- Profit carried forward of consolidated companies 111,432 - 111,432
- Other changes 179 = 179
Dividends from consolidated companies - -58,724 -58,724
Consolidated companies’ result for the period - 33,217 33,217
Result of associates valued at equity -265 -88 -353
Valuation reserves - consolidated companies -109 = -109
Net equity of the Banca Generali Group 743,306 49,047 792,353
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6. PERFORMANCE OF GROUP COMPANIES

6.1 Banca Generali performance

Banca Generali closed the first quarter of 2018 with net profit of 74.6 million euros, up compared
to 72.2 million euros at the end of the same period of the previous year, driven primarily by the
increase in net fees and the net income from trading activities.

In detail, reclassified net operating incomeS, net of the dividends distributed by the Banking
Group’s investees (58.7 million euros), amounted to 76 million euros, up by 22.8 million euros
(+42.8%) on the same period of the previous year, primarily due to the significant rise in net fees
(+13.4 million euros) and the contribution of the net income from trading activities (+11.9 million

euros).
CHANGE
(€ THOUSAND) 31.03.2018 31.03.2017 AMOUNT %
Interest income 14,713 16,741 -2,028 -12.1%
Interest expense -1,470 -984 -486 49.4%
Net interest income 13,243 15,757 -2,514 -16.0%
Fee income 136,947 115,536 21,411 18.5%
Fee expense (*) -89,382 -81,420 -7,962 9.8%
Net fees 47,565 34,116 13,449 39.4%
Dividends 124 236 -112 -47.5%
Net income (loss) from trading activities 15,103 3,126 11,977 383.1%
Net operating income 76,035 53,235 22,800 42.8%
Staff expenses -19,865 -19,166 -699 3.6%
Other general and administrative expenses -24,625 -23,875 -750 3.1%
Net adjustments of property, equipment and intangible assets -2,037 -1,713 -324 18.9%
Other operating expenses/income 1,577 263 1,314 499.6%
Net operating expenses -44,950 -44,491 -459 1.0%
Operating result 31,085 8,744 22,341 255.5%
Net adjustments for non-performing loans 192 -3,158 3,350 -106.1%
Net provisions -4,783 -6,022 1,239 -20.6%
Dividends and income from equity investments 58,724 76,000 -17,276 -22.7%
Gains (losses) from the disposal of equity investments - - - -
Operating profit before taxation 85,218 75,564 9,654 12.8%
Income taxes for the period on current operations -10,576 -3,366 -7,210 214.2%
Net profit 74,642 72,198 2,444 3.4%

(*) Gross of provisions

The increase in net fees (+39.4%), which amounted to 47.6 million euros at the end of the reporting
period, was primarily to be attributed to the increase in asset management fees (+17.7%), driven by
the success of innovative financial wrapper solutions in the insurance business (+7.8%) and discre-
tionary accounts (+83.8%), in addition to the placement of UCITS with retail customers (+10.6%).

Net operating expenses amounted to 45.0 million euros, showing a more moderate increase
(+1.0%).

The cost/income ratio, which measures the ratio of operating expenses (gross of adjustments to
property, equipment, intangible assets) to net operating income and dividends, amounted to 56.4%.

Provisions and net adjustments amounted to 4.6 million euros, downs compared to the same pe-
riod of 2017 (-4.6 million euros), chiefly as a result of lower adjustments.

The figure for the first quarter of 2017 had been in fact impacted by the Alitalia bond known as
“Dolce Vita”, which had been almost fully written off for 2.5 million euros; the bond had been
deemed no longer recoverable due to the airline’s serious state of crisis, which had resulted in a

6 In order to ensure a better understanding of operating performance, in the reclassified Profit and Loss Account the provisions for sales incentives and re-
cruitment plans have been reclassified within the net fee aggregate. As a result, net provisions were restated net of these items for an amount of 9.1 million
euros for 2018 and 12.1 million euros for 2017. The item other administrative expenses, net of recoveries of taxes paid by customers, which was previously
classified under other operating income and expenses, has been restated within the aggregate of operating expenses.
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court declaration of the company’s insolvency and the commencement of the extraordinary ad-
ministration procedure.

Operating profit before taxation amounted to 85.2 million euros, up 9.7 million euros compared to
the same period of 2017.

The expected tax burden was 10.6 million euros, with an overall tax rate at 12.0%, up due to the
lower weight of dividends, subject to a more favourable tax regime.

On 1 January 2018, the merger of the subsidiary BG Fiduciaria SIM became effective.

As this business combination qualifies as a transaction between entities under common control,
it has been accounted for in accordance with the principle of the continuity of the values of the
transferred assets and liabilities on the basis of the book values indicated in Banca Generali’s 2017
Financial Statements. In detail, at the effective date of the merger, the equity investment in BG
Fiduciaria SIM amounted to 11,779 thousand euros, the latter's net equity was 18,304 thousand
euros and the goodwill recognised by Banca Generali in the consolidated financial statements
totalled 4,289 thousand euros.

Own funds, calculated in accordance with the Basel 3 phase-in rules, amounted to 475.5 million
euros, up by 74.6 million euros compared to the end of the previous year. The increase was attrib-
utable to the merger surplus booked following the merger of the subsidiary BG Fiduciaria, the full
recognition of the securities valuation reserves starting on 1 January 2018 and the effects of IFRS
9 and IFRS 15 FTA, in addition to the retained earnings for the period.

At the end of the reporting period, the aggregate capital for regulatory purposes recorded 307.6
million euros in excess of the amount required to cover credit, market, and operating risks. CET1
ratio reached 20.6% compared to a minimum requirement of 7% and Total capital Ratio (TCR)
reached 22.7%.

Total AUM managed by the Group on behalf of its customers — which is the figure used for com-
munications to Assoreti — amounted to 56.4 billion euros at 31 March 2018, up 1.3% compared to
the end of the previous year. Net inflows amounted to 1,574 million euros, compared to 1,839 million
euros at the end of the same period of 2017 (-14.4%).

6.2

Performance of BG Fund Management Luxembourg S.A.

BG Fund Management Luxembourg S.A. (hereinafter BGFML) is a company under Luxembourg
law specialising in the administration and management of the Sicavs promoted by the Banking
Group: BG Sicav, BG Selection Sicav and a new Sicav called BG Alternative, reserved for institu-
tional investors and launched in the third quarter of 2016.

BGFML ended the first quarter of 2018 with net profit of 33.2 million euros, down 26.4 million eu-
ros compared to the same period of the previous year, chiefly due to the decrease in performance
fees (-35.2 million euros).

Net banking income amounted to 37.8 million euros (-30.1 million euros). Total operating expenses
amounted to 1.3 million euros (1.1 million euros of which consisted of staff expenses), in line with
the same period of the previous year.

The Company’s net equity amounted to 87.5 million euros, net of a dividend payout of 58.7 million
euros, as payment in advance for 2018 and total payment for 2017.

Overall, assets under management at 31 March 2018 amounted to 14,780 million euros, compared
to 14,967 million euros at 31 December 2017, down by 187 million euros.

6.3

Performance of Generfid S.p.A.

Generfid, a company specialising in custodian capacity of assets, ended the first quarter of 2018
with a slight net profit and net equity amounting to about 0.8 million euros.

Net banking income amounted to about 0.3 million euros and virtually covered operating costs.
Assets under management amounted to 1,265 million euros (1,300 million euros at year-end 2017).
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7.

BASIS OF PREPARATION

The Interim Report for the first quarter of 2018 was prepared in accordance with the provisions
set forth in Article 154-fer, paragraph 5, of Italian Legislative Decree No. 58/98.

In this regard, it should be noted that, as part of the process of transposing Directive No. 2013/50/

EU (Transparency 2), on 16 February 2016 Italian legislators enacted Legislative Decree No. 25,

which thoroughly amends the aforementioned statute by:

> eliminating the requirement to publish an interim report;

> allowing issuers to continue to disclose to the market — entirely on a voluntary basis — "ad-
ditional periodic financial information" on the annual and half year reports, in compliance with
the principles and application criteria set out by Consob.

With resolution No. 19770 dated 26 October 2016, Consob updated the Rules for Issuers adding

the new Article 82-ter, which requires listed issuers which have Italy as member state of origin to:

a) publish the intention to disclose additional periodic financial information, specifying the rel-
evant items of information, in a way that the decisions made are clear and stable over time;

b) specify the terms for the approval and the publishing of the additional periodic financial infor-
mation by the competent body;

c¢) guarantee the coherence and correctness of the additional periodic financial information made
available to the public and the comparability of the information items with the corresponding
data contained in the financial report previously made available to the public;

d) ensure rapid, non-discriminatory access which can, with reasonable certainty, guarantee the
effective circulation of information throughout the European Union.

In accordance with the development of the legal framework and in line with its stakeholders’
needs, Banca Generali decided to continue to provide its quarterly financial disclosures to the
public by drawing up the Interim Report.

The Interim Report provides:

a) a general description of the balance sheet situation and profit and loss performance of the is-
suer and its subsidiaries during the period of reference;

b) an illustration of the significant events and transactions that occurred during the period of ref-
erence and their impact on the balance sheet of the issuer and its subsidiaries.

This document contains the following quantitative data on the balance sheet and profit and loss

performance:

> the consolidated condensed balance sheet at the end of the reporting quarter compared with
the figures at the end of the previous year;

> the consolidated condensed profit and loss account for the first three months of the year, com-
pared with data for the same period of the previous year;

> the statement of comprehensive income for the first three months of the year, compared with
data for the same period of the previous year.

The Consolidated Balance Sheet is presented in a format that summarises the primary asset and
liability items. The Consolidated Profit and Loss Account is presented in a condensed, reclassified
format and states the intermediate profit margins that make up net profit.

The Report also includes explanatory notes that refer to the accounting standards employed and
other specific explanatory notes pertaining to transactions undertaken during the quarter.

The amounts included in the Financial Statements and Notes are expressed in thousands of euros,
unless otherwise indicated.

The consolidated financial position illustrated in the Interim Report has been prepared according
to the IAS/IFRS issued by the International Accounting Standards Board (IASB) and adopted by
the European Commission in accordance with EC Regulation No. 1606 of 19 July 2002.

The Interim Report is subject to a limited audit by the independent auditors for the purposes of
determining net profit for the period to be included in Common Equity Tier 1 capital, as required
by Article 26, paragraph 2, of the Regulation (EU) No. 575/2013.
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Accounting standards

The accounting standards and measurement criteria used are the same as those used to prepare
the Consolidated Financial Statements at 31 December 2017, with the exception of the two new
international accounting standards, entered into effect on 1 January 2018:

> IFRS 9 - Financial Instruments, superseding IAS 39;

> IFRS 15 - Revenue from Contracts with Customers, superseding IAS 18.
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It should be noted that, following the completion of the endorsement procedure, as of 1 January
2017, several amendments to the IASs/IFRSs and IFRICs were adopted and new IFRICs were
issued.

INTERNATIONAL ACCOUNTING STANDARDS ENDORSED IN PREVIOUS YEARS ENDORSEMENT PUBLICATION EFFECTIVE
AND EFFECTIVE AS OF 2018 REGULATIONS DATE DATE
IFRS 9 - Financial Instruments 2016/2067 29.11.2016 01.01.2018
Amendments to IFRS 4: Applying IFRS 9 - Financial Instruments with IFRS 4 —

Insurance Contracts (issued on 12 September 2016) 2017/1988 09.11.2017 01.01.2018
IFRS 15 — Revenue from Contracts with Customers 2016/1905 29.10.2016 01.01.2018
Clarifications to IFRS 15 — Revenues from Contracts with Customers

(issued on 12 April 2016) 2017/1987 09.11.2017 01.01.2018
INTERNATIONAL ACCOUNTING STANDARDS ENDORSED IN 2018 AND EFFECTIVE AS OF 2018

IFRIC 22 - Foreign Currency Transactions and Advance Consideration

(issued on 8 December 2016) 2018/519 28.03.2018 01.01.2018
Amendments to IAS 40: Transfers of Investment Property

(issued on 8 December 2016) 2018/800 14.03.2018 01.01.2018

Amendments to IFRS 2: Classification and Measurement of
Share-based Payment Transactions (issued on 20 June 2016) 2018/289 26.02.2018 01.01.2018

Annual Improvements to IFRS Standards 2014- 2016 Cycle

(issued on 8 December 2016)

2018/182 07.02.2018 01.01.2018

INTERNATIONAL ACCOUNTING STANDARDS ENDORSED BUT NOT EFFECTIVE YET

IFRS 16 — Leases (issued on 13 January 2016) 2017/1986 09.11.2017 01.01.2019

Amendments to IFRS 9: Prepayment Features with Negative Compensation (issued

on 12 October 2017)

First-time application of
IFRS 9

2018/489 22.03.2018 01.01.2019

The date of entry into force of some of the already endorsed standards has been postponed until
subsequent years. The early application option has not been exercised for those standards.

The effect of the first-time adoption as of 1 January 2018 of IFRS 9 and IFRS 15 are briefly outlined
here below.

The other standards and interpretations that entered into force in 2018 did not have a significant
impact on the Group’s balance sheet and profit and loss account.

As is common knowledge, the new IFRS 9, issued by the IASB in July 2014 and endorsed by the
European Commission through Regulation No. 2067/2016 replaces, with effect from 1 January
2018, IAS 39, which until 31 December 2017 governed the classification and measurement of finan-
cial instruments.

IFRS 9 is divided into three areas: the classification and measurement of financial instruments,
impairment and hedge accounting.

The hedge accounting area is however not material for Banca Generali.

With regard, firstly, to the classification and measurement of financial instruments, IFRS 9

requires that the classification of financial instruments be guided by two drivers:

> the characteristics of the related contractual cash flows; and

> the business model within which the assets are purchased and held.

According to IFRS 9, financial assets are to be classified into three business models, instead of the

current four accounting categories, on the basis of the two above drivers:

> Held to collect (HTC), i.e., financial assets held for the collection of cash flows, measured at
amortised cost;

> Held to collect and sell (HTCS), i.e., financial assets held for collecting cash flows and selling
financial assets, measured at fair value through other comprehensive income;

> other financial assets at fair value through profit and loss (FVPL) and held to sell (HT'S), and
therefore not falling within the two previous categories as they do not fulfil the necessary re-
quirements;

> financial assets may be classified to the first two categories (measured at amortised cost or
at fair value in equity) only if it may be shown that they give rise to cash flows that are solely
payment of principal and interest (SPPI test).

Equity instruments are always classified to the third category and measured at fair value through

profit or loss unless the entity elects (irrevocably, upon initial recognition), in the case of shares

not held for trading, to recognise changes in value through an equity reserve, which will never be

transferred to profit and loss, even if the financial instrument is disposed of (financial assets des-

ignated as at fair value through other comprehensive income not subject to recycling).
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Reclassified financial
statements - comparative
view

With respect to impairment, a model is introduced for financial assets measured at amortised

cost and fair value through equity: it is based on the concept of expected credit loss that super-

sedes the current incurred loss, which instead recognises only credit losses already incurred at

the reporting date.

The introduction of the new impairment rules entails:

> the allocation of performing financial assets to two credit risk stages (“staging”), correspond-
ing to impairment losses based, respectively, on expected losses over the following twelve
months (“stage 1”), or for the entire residual duration (“lifetime”) of the financial asset (“stage
2”), on the basis of the occurrence of a significant increase in credit risk (“SICR”) determined by
comparing the probability of default at initial recognition and at the reporting date;

> the allocation of non-performing financial assets to “stage 3”, also subject to impairment based
on expected lifetime losses;

> the inclusion in the calculation of expected credit losses (“ECLs”) of forward-looking informa-
tion regarding the development of the macroeconomic scenario, among other subjects.

In light of the aforementioned changes introduced by IFRS 9, and of the impacts thereof on its
organisation, reporting and business, in September 2016 the Parent Company, Banca Generali,
launched a specific project aimed at exploring the various areas of influence of the Standard, de-
fining its qualitative and quantitative impacts and identifying and implementing the measures at
the level of application (in coordination with the I'T services outsourcer) and organisation required
for consistent, organic and effective adoption within the Group.

It should be noted that, as part of the Bank’s internal regulations, an IFRS 9 Compliance Policy
was established and approved by the competent levels of the Bank’s governance structure.

On the above basis, the following is an estimate of the expected impact of the first-time applica-

tion of IFRS 9 on the Banca Generali Group’s consolidated net equity as at 1 January 2018. These

estimated effects, which extend to both the amount and composition of net equity, are primarily

due to:

> the obligation to recalculate impairment losses on financial assets in portfolio according to the
expected credit loss model, inclusive of the aforementioned forward-looking components, in-
stead of the previous incurred credit loss model (IAS 39). In the case of performing exposures
in particular, the increase in impairment losses may be attributed to:

(i) the allocation of a part of the performing portfolio to stage 2, on the basis of the established
stage allocation criteria, with the resulting need to calculate the expected loss for the life-
time of the financial assets; and

(ii) the inclusion in the calculation of expected losses of forward-looking parameters deriving
from future macroeconomic scenarios;

> the need to reclassify some financial assets in portfolio on the basis of the combined results of
the two classification drivers contemplated in the Standard: the business model within which
these instruments are managed and the contractual characteristics of their cash flows (SPPI
test).

The impact of the adjustment of value adjustments on net equity has been estimated at a net posi-

tive amount of 0.6 million euros, net of the tax effect.

The limited positive effect is formally attributable to three causes:

> since 2008 Banca Generali has always recognised a collective reserve for performing loans and
receivables and a collective reserve covering contingent losses in the portfolio of securities
measured at amortised cost, with the exception of government bonds and the portfolio of AFS
assets;

> with regard to this latter portfolio, already designated at fair value through other comprehen-
sive income — the reserve allocated during FTA was fully neutralised by the symmetrical ad-
justment to the positive fair value reserve in equity, resulting in a nil FTA impact;

> finally, during the transition to IFRS 9, the method for calculating impairment was modified
from PD based on historical series of default rates surveyed globally by issuer rating class and
residual maturity of the security to a new forward-looking method based on market price trends
from which the credit-risk component has been isolated. The method for calculating the new PD
was provided by a specialist firm, Prometeia.

The reclassification of financial assets has a net positive impact on net equity of 1.4 million euros,
net of the tax effect, due to the reclassification of certain securities, on the basis of the business
model adopted by the Bank, primarily to the HTC and HTCS portfolios.

In accordance with paragraph 7.2.15 of IFRS 9 and paragraphs El and E2 of IFRS 1 “First-Time
Adoption of International Financial Reporting Standards” — without prejudice to the retrospec-
tive application of the new IFRS 9 measurement and presentation rules — the comparative fig-
ures have not been restated uniformly in the financial statements of first-time adoption of the new
Standard.
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FTA - Statement of
reconciliation of the
balance sheet

ASSETS

Consequently, the comparative balance sheet figures as at 31 December 2017 coincide with the of-
ficial figures of the financial statement at 31 December 2017 prepared in accordance with IAS 39.
The items of the balance sheet and corresponding reclassified presentation have been grouped
together by virtue of uniformity of accounting treatment — at fair value through profit or loss, at
fair value through other comprehensive income or at amortised cost — according to the following
scheme:

RECLASSIFIED BALANCE SHEET - IFRS 9 RECLASSIFIED BALANCE SHEET - IAS 39
20. Financial assets at fair value through profit or 20. HFT financial assets

loss
30. Financial assets at fair value through other 40. AFS financial assets

comprehensive income

40. Financial assets at amortised cost 50. HTM financial assets
60. Loans to banks
70. Loans to customers

Accordingly, investments in the previous portfolio of financial assets held to maturity have been
reclassified to loans to banks or loans to customers, depending on the nature of the issuer.

In accordance with the aforementioned rules for the transition to IFRS 9, no reclassifications have
been undertaken to reflect the effects of FTA.

The following is a statement of reconciliation of assets and liabilities as at 31 December 2017 and
as at 1 January 2018 due to the first-time application of IFRS 9 and IFRS 15. In detail, the effects of
IFRS 9 have been broken down into effects due to the application of the new impairment criterion
and effects due to the classification and measurement (C&M) of financial assets on the basis of the
SPPI test and the adoption of the new business models.

IFRS 9

(€ THOUSAND) 31.12.2017 C&M IMPAIRMENT IFRS 15 01'01.22'}2 CHANGE
Financial assets at fair value through profit or loss 49,814 67,382 - - 117,196 67,382
Financial assets at fair value through other comprehensive income 4,612,728 -186,543 - - 4,426,185 -186,543
Financial assets measured at amortised cost 3,831,104 121,254 426 - 3,952,783 121,679
a) Loans to banks 923,095 -18,201 294 - 905,188 -17,907
b) Loans to customers 2,908,009 139,454 132 - 3,047,595 139,586
Equity investments 1,820 - - - 1,820 -
Property, equipment and intangible assets 98,380 - - - 98,380 -
Tax receivables 45,735 -610 1,545 - 46,670 935
Other assets 351,430 - - 3,218 354,648 3,218
Total assets 8,991,011 1,483 1,970 3,218 8,997,683 6,672
NET EQUITY AND LIABILITIES IFRS 9
(€ THOUSAND) 31.12.2017 C&M IMPAIRMENT IFRS 15 01'01'2%2 CHANGE
Financial liabilities at amortised cost 7,879,779 - - - 7,879,779 -
a) Due to banks 682,531 - - - 682,531 -
b) Due to customers 7,197,248 - - - 7,197,248 -
Financial liabilities held for trading and hedging 206 - - - 206 -
Tax payables 35,564 79 1,667 1,035 38,345 2,781
Other liabilities 185,218 - -461 - 184,757 -461
Special purpose provisions 154,174 - 202 - 154,376 202
Valuation reserves 21,646 -1,841 2,131 - 21,935 289
Reserves 348,519 3,245 -1,568 2,184 352,379 3,860
Share premium reserve 58,219 - - 58,219 -
Share capital 116,852 - - - 116,852 -
Treasury shares (-) -13,271 - - - -13,271 -
Net profit (loss) for the period 204,105 - - - 204,105 -
Total liabilities and net equity 8,991,011 1,483 1,970 3,218 8,997,683 6,672

First time application
IFRS 15

The new accounting standards, effective 1 January 2018, presents a single model for the account-
ing treatment of revenue on the sale of goods and services not falling within the scope of applica-
tion of the standards concerning financial instruments (IFRS 9), insurance contracts (IFRS 4) and
leases (IAS 17 and IFRS 16).

2018 \ Interim Report at 31 March 2018 ‘ 49 ‘



BANCA GENERALI S.P.A.

Measurement

In the second half of 2017, the Banking Group carried out a specific assessment project with the
support of a major accounting consultancy firm, in which it was concluded that the Bank’s ac-
counting policies were essentially compliant with the new IFRS 15 framework.

Given the significance of the fees paid to the sales network, during the project particular attention
was devoted to analysing the acquisition costs for contracts with customers.

In particular, a significant share of the incremental costs of obtaining contracts relating to recruit-
ment programmes for new Financial Advisors — considered a part of what is known as the “sup-
plementary fee system” — is already capitalised also in accordance with IAS 18.

In addition to the above, at present additional types of incremental costs relating to incentives
paid to the management for recruitment activity have been identified. These costs, which previ-
ously were not capitalised, may be regarded as closely correlated with the process of acquiring
new customers.

The amortisation period for such cases has been defined on the basis of the time required to recov-
er (pay back) the costs incurred and the time to transfer the services governed by the investment
contracts to customers, i.e., five years for asset management and two years for administration and
custody solutions.

As a result, prepayments of 3.2 million euros were recognised as at 1 January 2018 in respect of
the costs incurred and taken to profit or loss in previous years but not yet accrued within the
framework of the new Standard.

These prepayments were recognised through a specific retained earnings reserve for an amount
of 2.2 million euros, net of the tax effect.

However, analysis of the effects of first-time adoption of IFRS 15 is still ongoing and will be for-
mally concluded in the first half of the year.

The preparation of the Interim Report requires the use of estimates and assumptions that could

influence the amounts reported in the Balance Sheet and Profit and Loss Account and the disclo-

sure of contingent assets and liabilities therein.

The estimates and assumptions used are based on the information available on operations and

subjective judgements, which may be based on historical trends.

Given their nature, the estimates and assumptions used may vary from year to year, meaning that

the actual amounts reported herein may differ materially due to changes in the subjective judge-

ments used.

The main areas for which management is required to use subjective judgements include:

> the quantification of allocations for staff incentives and provisions for liabilities and contingen-
cies;

> the quantification of incentives for the distribution network currently being accrued;

> the determination of the fair value of financial instruments and derivatives used for reporting
purposes;

> the determination of value adjustments and reversals of non-performing loans;

> estimates and assumptions used to determine current and deferred taxation.

COMPANY NAME

7.2

Consolidated companies and business combinations

The companies consolidated by the Group in accordance with IFRS 10 include the Parent Com-
pany, Banca Generali S.p.A., and the following subsidiaries:

SHAREHOLDING RELATIONSHIP %0F VOTES
IN ORDINARY
REGISTERED TYPE OF SHAREHOLDERS’
OFFICE CONTROL INVESTOR % HELD MEETING

A.

Companies in consolidated accounts

A1

Recognised using the line-by-line method

- BG Fund Management Luxembourg S.A.

Luxembourg 1 Banca Generali 100.00% 100.00%

Legend: type of control:

- Generfid S.p.A.

Milan 1 Banca Generali 100.00% 100.00%

(1) Control pursuant to Article 2359, paragraph 1(1), of the Italian Civil Code (majority of voting rights at General Shareholders’ Meeting).

The consolidated accounts include the separate accounts of the Parent Company and its subsidi-
aries at 31 March 2018, reclassified and adjusted where necessary to take account of consolidation
requirements. The most important intra-Group transactions, influencing both the Balance Sheet
and Profit and Loss Account, were eliminated. Unreconciled amounts were recognised in other
assets/liabilities and other revenues/expenses, respectively.

Trieste, 23 April 2018

The Board of Directors
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BANCA GENERALI S.P.A.

DECLARATION PURSUANT TO ARTICLE
154-BIS, PARAGRAPH 2, OF LEGISLATIVE
DECREE NO. 58 OF 24 FEBRUARY 1998

The undersigned, Tommaso Di Russo, Chief Financial Officer & Strategy and Manager in charge
of preparing the Company’s Financial Reports of Banca Generali S.p.A., with registered office in
Trieste, Via Machiavelli 4, registered with the Trieste Company Register under No. 103698 — to
the best of his knowledge as Manager in charge of preparing the Company’s Financial Reports —
does hereby

declares that

for the intents and purposes of Article 154-bis, paragraph 2, of Legislative Decree No. 58 of 24
February 1998, the Interim Report at 31 March 2018 corresponds to the Company’s books, records
and accounting documents.

Trieste, 23 April 2018

Signed by:

Tommaso Di Russo

Manager in charge of preparing
the Company’s Financial Reports
Banca Generali S.p.A.
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