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BANKS' FUNDING PLANS POST TLTRO Il - OVERVIEW

U The expectation is that the banks will be able to manage the TLTRO Il refinancing needs, considering
that:

o The liquidity and Funding Plan for 2023 and for the following years have already steered the funding
strategy and the liquidity management, defining also the TLTRO exit strategy

o The wholesale market is quite efficient and the appetite from investors in this first part of the year has
been significant, al least for big banks/national champions

o The instruments to define the funding mix are all available and well known:
o SHORT TERM: short term paper, repo, interbank market, customer deposits
o MLT: senior and covered bonds, Additional Tierl and Tier2, MLT repo
o Central Bank Funding: MRO-LTRO (especially during the “TLTRO exit strategy period”)

o A large maijority of banks has acted in advance since the end of 2022/beginning of 2023 with pre-

funding strategies
Issuance volumes of EU/EEA banks’ debts (€/BIn)

O More than in the past, in any case, starting from the
second part of 2023, after T-LTRO repayments, the
Funding Plan execution should be flexible and with
an ongoing assessment during the year, depending

160

140

on: -
o the evolution of trends for the borrowing and 100
lending with customers 80
market conditions 60
balance sheet size 10
Liquidity indicators, MREL, internal limits, etc... -

Rating agencies, analyst and investors’s Covered bonds Senior prefemed
expectations 2020 w2021 2022
Source Dealogic/EBA Report Jun 23
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CENTRAL BANK FUNDING

Given the current and prospected high conceniration of excess reserves among few
countries/counterparties, the demand for central bank funding is expected to remain significant and even
higher than before the outbreak of the Great Financial Crisis for many reasons:

* The intfroduction of binding regulatory measures on liquidity in 2015 (LCR) and in 2021 (NSFR),

* it's hard to envisage a recovery of the interbank market once excess reserves will fade out, this is due to a
structural reduction in bank’s risk appetite for unsecured lending

* Banks nowadays want to hold much bigger cushion of liquidity than in past, even more now in the
aftermath of the US March banking crisis and the liquidity positions of banks is again one of the most
relevant point of attention also for investors and analyst

Key points for Central Bank

TLTRO Il - Reimb ts f Sep ‘21 Eurosystem - Longer-term refinancing operations vs deposit af fhe ECB (EUR b
funding in the future: S housements rom >ep fyem -Long gop D (EUkbn

(% total allocated)
* No stigma

* Full allotment Ho%
100%, HReimburs % total B Longer-term repos outstandng

* |nterest rate conditions 50%

&80%

and (T)LTROs should become a
permanent feature in the
operational framework, either
for general monetary policy
purposes or for providing
incentives to support lending to
certain sectors of the real
economy (e.g. green projects).
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CUSTOMER DEPOSITS ‘

Customer deposits remain a relevant funding source in all
European Countries not only for liquidity management but
due to the positive impact on liquidity ratios.

Retail Current accounts rates (%)

. . . . = DE (Germany) = ES (Spain)
Great attention is paid to the recent downtrend that, even if 0.75
with a different magnitude, has affected all jurisdiction. 065 FR (France) — T {italy)
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Among the main reason for the reduction of retail and 0.45
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SHORT TERM PAPER

Wholesale Short-Term Funding will maintain a fundamental role for diversification of maturities/currency/investors
especially after TLTRO Il repayment, taking into consideration that the Euro Short term paper, is the main
channel that connects the buy side (MMF and AM players) with banks looking for funding also on maturities
longer than 1 month.

Short-term investors, with the persistent increase of official rates, enhanced the appetite for short term instruments,
particularly for CP/CD.

The activity in the ECP/CD market has produced an increase of the outstanding of STEP Paper starting from 2022.
In fact after some years of downtrend STEP outstanding is back to the historical level of around 400 €/blin.

In term of further possible developments:

+ aft the moment the demand for short-term green paper remain not relevant as the impression is that Euro
MMFs are predominantly investing in ESG-based Issuer rather than ESG-based Asset

+ digital solutions (DLT) could facilitate and speed the issuance process and some initiatives are already in place

= total STEP Mon
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INTERBANK UNSECURED MARKET

* An active interbank market should remain a fundamental pillar of wholesale cash management also in
the future and it will be even more relevant when the excess liquidity will decrease. The concentration
on short tenors doesn’t allow to consider the interbank unsecured as a stable funding source

* Regulators should possibly find ways (and incentives for MFI) to foster a gradual return to an acceptable
level of interbank activity, also as a way to reduce central banks’ role of «clearing house» between
banks and disinflating their balance sheets accordingly.

* A proxi of interbank activity is the transaction based Euribor contribution (level 1-2). The comparison of
the last available data (apr 2023) with the situation one year ago shows a small improvement due to
market conditions and to an increasing number of transactions with counterparties outside the Euro
Area and with NBFI that have no access to the Deposit Facility

EURIBOR CONTRIBUTION
APRIL 2022 APRIL 2023

Use of each level of the hybrid methodology, broken down by tenor
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SECURED MARKET

The TLTRO repayments has made available significant quantities of Eligible Non-HQLA that can be utilized
as collateral in repos to support the TLTRO exit strategy and with a benefit for LCR ratio.

Bilateral Repo market both short term and medium long term has grown significantly during the last few
months, mainly up to 3years maturities and with different structures (bullet and/or callable).

The negotiation is based on ad hoc Term-sheets, counterparties are banks and also NBFI (mainly
insurance companies).

Taking intfo consideration the growing interest in these repos, the expectation is that the instrument will
keep a role for diversification purposes and that will remain also in the future a channel for stable
funding.

Short-term GC repo market has maintained a strong resilience, further enhanced after TLTRO-II
repayments and also in the light of the liquidity placed in the markets by the public sector looking for
yield after the ECB decisions on non-MFI policy deposits remuneration. The market remain concentrated
on very short maturities and so for banks could be only partially part of TLTRO substitution strategies.
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Important Information

Analyst Certification
The financial analysts who prepared this report, and whose names and roles appear on the first page, certify that:

(1) The views expressed on companies mentioned herein accurately reflect independent, fair and balanced personal views;
(2) No direct or indirect compensation has been or will be received in exchange for any views expressed.

Specific disclosures
The analysts who prepared this report do not receive bonuses, salaries, or any other form of compensation that is based upon specific investment banking
fransactions.

Important Disclosures

This research has been prepared by Intesa Sanpaolo S.p.A. and distributed by Intesa Sanpaolo SpA-London Branch (a member of the London Stock Exchange) and
Intesa Sanpaolo IMI Securities Corp (a member of the NYSE and FINRA). Intesa Sanpaolo S.p.A. accepts full responsibility for the contents of this report. Please also note
that Intesa Sanpaolo S.p.A. reserves the right to issue this document to its own clients. Intesa Sanpaolo S.p.A. is authorised by the Banca d'ltalia and is regulated by the
FCA in the conduct of designated investment business in the UK and by the SEC for the conduct of US business.

Opinions and estimates in this research are as at the date of this material and are subject to change without notice to the recipient. Information and opinions have
been obtained from sources believed to be reliable, but no representation or warranty is made as to their accuracy or correctness.

Past performance is not a guarantee of future results.
The investments and strategies discussed in this research may not be suitable for allinvestors. If you are in any doubt you should consult your investment advisor.

This report has been prepared solely for information purposes and is not intended as an offer or solicitation with respect to the purchase or sale of any financial
products. It should not be regarded as a substitute for the exercise of the recipient’s own judgement.

No Intesa Sanpaolo S.p.A. entity accepts any liability whatsoever for any direct, consequential or indirect loss arising from any use of material contained in this report.
This document may only be reproduced or published with the name of Intesa Sanpaolo S.p.A..

This document has been prepared and issued for, and thereof is infended for use by, MIFID Il eligible counterparties/professional clients (other than elective
professional clients) or otherwise by market professionals or institutional investors only, who are financially sophisticated and capable of evaluating investment risks
independently, both in general and with regard to particular fransactions and investment strategies.

Therefore, such materials may not be suitable for all investors and recipients are urged to seek the advice of their independent financial advisor for any necessary
explanation of the contents thereof.

Person and residents in the UK: This document is not for distribution in the United Kingdom to persons who would be defined as private customers under rules of the
FCA.

US persons: This document is intended for distribution in the United States only to Major US Institutional Investors as defined in SEC Rule 15a0-6. US Customers wishing to
effect a transaction should do so only by contacting a representative at Intesa Sanpaolo IMI Securities Corp. in the US (see contact details below).

Infesa Sanpaolo S.p.A. issues and circulates research to Major Institutional Investors in the USA only through Intesa Sanpaolo IMI Securities Corp., 1 William Street, New
York, NY 10004, USA, Tel: (1) 212 326 1199.

Inducements in relation to research
Pursuant to the provisions of Delegated Directive (EU) 2017/593, this document can be qualified as an acceptable minor non-monetary benefit as it is:

- macro-economic analysis or Fixed Income, Currencies and Commodities material made openly available to the general public on the Bank’s website - Q&A on
Investor Protection topics - ESMA 35-43-349, Question 8 & 9.
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Method of distribution

This document is for the exclusive use of the recipient with whom it is shared by Intesa Sanpaolo and may not be reproduced, redistributed, directly or indirectly, to
third parties or published, in whole or in part, for any reason, without prior consent expressed by Intfesa Sanpaolo.

The copyright and all other intellectual property rights on the data, information, opinions and assessments referred to in this information document are the exclusive
domain of the Intesa Sanpaolo banking group, unless otherwise indicated. Such data, information, opinions and assessments cannot be the subject of further
distribution or reproduction in any form and using any tfechnique, even partially, except with express written consent by Intesa Sanpaolo.

Persons who receive this document are obliged to comply with the above indications.

Valuation Methodology

Trading Ideas are based on the market's expectations, investors’ positioning and technical, quantitative or qualitative aspects. They take info account the key
macro and market events and to what extent they have already been discounted in yields and/or market spreads. They are also based on events which are
expected to affect the market frend in terms of yields and/or spreads in the short-medium term. The Trading Ideas may refer o both cash and derivative
insfruments and indicate a precise target or yield range or a yield spread between different market curves or different maturities on the same curve. The relative
valuations may be in terms of yield, asset swap spreads or benchmark spreads.

Coverage Policy And Frequency Of Research Reports
Intesa Sanpaolo S.p.A. trading ideas are made in both a very short time horizon (the current day or subsequent days) or in a horizon ranging from one week to
three months, in conjunction with any exceptional event that affects the issuer’s operations.

Disclosure of potential conflicts of interest

Intesa Sanpaolo S.p.A. and the other companies belonging to the Intesa Sanpaolo Banking Group (jointly also the “Intesa Sanpaolo Banking Group”) have adopted
written guidelines "Organisational, management and control model” pursuant to Legislative Decree 8 June, 2001 no. 231 (available at the Intesa Sanpaolo website,
webpage https://group.intesasanpaolo.com/en/governance/leg-decree-231-2001) setting forth practices and procedures, in accordance with applicable regulations
by the competent Italian authorities and best international practice, including those known as Information Barriers, fo restrict the flow of information, namely inside and/or
confidential information, to prevent the misuse of such information and fo prevent any conflicts of inferest arising from the many activities of the Intesa Sanpaolo Banking
Group which may adversely affect the interests of the customer in accordance with current regulations.

In particular, the description of the measures taken o manage interest and conflicts of inferest — related o Articles 5 and 6 of the Commission Delegated Regulation (EU)
2016/958 of 9 March 2016 supplementing Regulation (EU) No. 596/2014 of the European Parliament and of the Council with regard fo regulatory technical standards for the
technical arangements for objective presentation of investment recommendations or other information recommending or suggesting an investment strategy and for
disclosure of particular interests or indications of conflicts of interest as subsequently amended and supplemented, the FINRA Rule 2241, as well as the FCA Conduct of
Business Sourcebook rules COBS 12.4 - between the Intesa Sanpaolo Banking Group and issuers of financial instruments, and their group companies, and referred fo in
research products produced by analysts at Intesa Sanpaolo S.p.A. is available in the "Rules for Research " and in the exiract of the "Corporate model on the management
of inside information and conflicts of interest” published on the website of Infesa Sanpaolo Sp.A., webpage
https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures. This documentation is available to the recipient of this research upon making a written request
fo the Compliance Department, Intesa Sanpaolo S.p.A., Via Hoepli, 10— 20121 Milan - Italy.

Furthermore, in accordance with the aforesaid regulations, the disclosures of the Intesa Sanpaolo Banking Group's interests and conflicts of interest are available through
webpage https://group.intesasanpaoclo.com/en/research/RegulatoryDisclosures/archive-of-intesa-sanpaolo-group-s-conflicts-of-interest. The conflicts of interest
published on the internet site are updated fo at least the day before the publishing date of this report.

We highlight that disclosures are also available to the recipient of this report upon making a written request to Intesa Sanpaolo S.p.A. — Macroeconomic and Fixed Income
Research, Via Romagnosi, 5 - 20121 Milan - Italy.

Intesa Sanpaolo Spa acts as market maker in the wholesale markets for the government securities of the main European countries and also acts as Government Bond
Specidalist, orin comparable roles, for the government securities issued by the Republic of Italy, by the Federal Republic of Germany, by the Hellenic Republic, by the
European Stability Mechanism and by the European Financial Stability Facility.
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