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OPERATOR

VICTORMASSIAH:

Good afternoon. This is the Chorus Call Confeee®perator. Welcome
and thank you for joining the UBI Banca Presentatsd Consolidated
Results as of 31December, 2010 Conference Call. At this timeplisl
like to turn the conference over to Mr. Victor Miads CEO of UBI

Banca. Please go ahead sir.

Good afternoon to everybody. We apologize ficst the delay of 15
minutes, and we are ready now to start. As youread from the title of
this presentation, we are now delivering a doubéssage this year. We
are going to present first our consolidated resast®f 3 of December,
and then to explain why we are going to launch @itahincrease. The
title of this presentation, | think is symbolict skys new positioning after
new rules in a new environment. Let’s go firsthe executive summary

of the results.

This year, the 2010, has been characterized byplofitability, but with

all revenue items recovering on the fourth quaotesr the third quarter.
Operating expenses are under control and cost editcis in sharp
reduction fully in line with guidance. You can sebat is the stated profit
for this year, i.e. 172 million euro, but pleas&d focus on what's going
on in the last quarter. As promised, the interesirgim is increasing
compared to the third quarter and is bypassingfitee and the second

quarter.

Commissions are increasing too. They are 298 aniléuro, much above
the third quarter, even if we consider them notuding, as they are not
including, performance and upfront fees. We seeremilts from finance
positive again and a stable profitability compa@the third quarter. Staff
costs are diminishing as expected while other adtnative expenses are
substantially in line with seasonality of those exges. | can tell you that

these are anyway lower than the same quarter gfrth@ous year.



Altogether, we have the net operating income & tével being the
highest of the four quarter of this year. So, whatare saying with this is
that we are having an exit speed out of 2010 thahuch higher on the

revenue side than it would have been expectedaintyid-year.

Cost of credit guidance has been confirmed ant afosredit is 69 basis
points versus 88 in 2009, and let me stress compawith all the

presentations that profit is net of PPA.

Let’s go now on the lending side of the story. diag is up by 3.9% year-
over-year. This growth in 2010 has been focusedooa segments. Retail
has performed plus 3.9% and residential mortgagae wp by over 10%
and core corporate was up by 4.8%. Year-on-yeawttyr confirmed in

medium to long-term component, while short-term ponent shows

contained evolution.

On the direct funding side, the total year prarfarhas been plus 9.8%.
This has been driven mostly by the securities drel ibstitutional in

general term, but let me say also that medium g erm funding has
been growing albeit an additional plus of stabtlaa to our deposit

strategy. The retail bonds as you can see in ¢iti®rh part of the slide
grew from 25.9 to 27.6 and they also have beeramest by Centrobanca
issues from 2.9 to 5.2. These issues have beeredsl to serve the third
party mostly actually all Italian banks that we asing this paper for their

structure issuing.

In terms of institutional funding, we have seegrawth in covered bonds
from €2 to €3.8 billion and in the short term comgnt CD and ECP grew
from €2.4 to €3.4 billion. The Interbank exposwsei3 in line with 2009,

but we also anticipate to all of you that in terofigoond issuing there has



been a strong placement power with 39% of 2010 mntatalready

replaced mostly within February. In particular wavé been replacing
more than 90% of all expiring institutional bonds this year and we
have been placing €2 billion out of 8.7 of what whe expiring total

amount of retail bonds and maturing this year.| 8unk we can say that
also for this year, that we do not appear to haamiqular problems in
reissuing what is maturing. Actually, we expectl ave probably will be
able to reissue more than is expiring to let's s#gbilize more our

equilibrium in terms of deposit and loans.

The indirect funding evolution has seen a slightrdase in asset under
management although affected by adverse financilkeh condition,

especially in fourth quarter, but with a better namd you can read by
yourself how the mix, in particular imutual funds, has been improving in

terms of profitability, semester by semester.

We wanted also to stress on Page 9 and actualblg teery transparent to
stress test times and we wanted to be very traespam terms of the
composition of our portfolio. In terms of type ahdncing instruments, in
2009 we had 60% of our portfolio invested in gowveemt bonds; today,
they were 80% in 2010-- Corporate bonds, mainlykbssue changed
from 30 to 15.9%, hedge funds from 2.8 to 1.3, AlB8n 3.4 to 0.8,

funds, shares and derivatives 1.7 now.

In terms of financial profile, we have floatingteaof 63.4, fixed 26.8,
structured securities 6.7%, the shares, funds andectible bonds 3%.
By currency 98.8% are securities in euro, by geugal distribution
95.2% euro area, USA securities 2.9%. By ratinggestment grade,
97.8% and the average rating is A2.



As at December 31, 2010, €11.6 billions were iteegsn bonds, €9.6
billions in Italian government securities, 83% bedkin AFS, Banking
book with a duration of 1.7 years and 17% bookedheid for trading,
trading book, with a duration of 0.4 years. The&eno exposure to
government securities in countries at risk by megiIGS and Northern

Africa et cetera, no exposure at all.

As we have been anticipating, interest marginldeen rebounding in the
second half of this year, and in particular we hagen an encouraging
rebound in the last two quarters. This has beerenirby the repricing
activity notwithstanding the important increasethe cost of funding, in
institutional market. You can see that we haveid@ds€1.5 billions of
covered bonds at 120 basis points in mid Septemitar120 basis points
spread in mid September and €1 million at 3 mowtfhEURIBOR plus
130 basis points in October still it is, the instrenargin...the net interest
margin is up. This is due to the pricing measutesg we had been

promising and executed in August, mid SeptembemaiddDecember.

Sensitivity to a 100 basis point shift is approately €70 million. We
also wanted to share with you how the Network Baspead has been
moving during this different quarters this year aadain you may
appreciate that there has been as a matter ofdpiting activity was a

reason of success.

Net commission down by 1.8% year-on-year excluggagormance fees
contribution but fourth quarter benefits from neweasures implemented
and we wanted also to share with you the view ims$eof how this is
changing in the last quarters. If you can haveok kat the bottom right of
the Slide 12, you may appreciate that there has l@eaebound in
management trading and advisory services, in péatic portfolio

management has been up, placement of securitidsekasup.



Collection and payment service has been up, ss\fir transactions up,
current accounts management up, other servicesapl think that this is

showing how we are improving in the repricing aityiv

Total operating costs have been declining by 1.8, may appreciate
and focus on staff costs and how this is beingidiag during the last few
quarters.

Page 14; cost of credit at 69 basis points ve88um 2009. Let me say
that what is relevant in my opinion is what is veit on the top right of the
slide in a bubble, i.e. inflows from performing tmn-performing and
impaired loans amounted to €1.7 billion euro in@@bwn by minus 23%
compared to the €2.2 billion euro in 2009. So, ave looking at the
following situation, we see the non-performing Isahat are increasing
but increasing at a much slower pace and we see sdditional slowing
in the beginning of this year due, thanks Godsdme rebound in the
economy. We think also we did a good job in clegnip our books and
you may appreciate also a final take of the wraieks in the exhibit on
the bottom left on Page 14, and at the same timenyay appreciate how
conservative we have been in the evolution of cthg impairment that

is worsening the cost of credit that we are publigh

On Page 15, you can also appreciate the goodhjatyyiopinion has been
done on the single networks. You may see that thgles banks in

particular the ones that were critical in our opmiand were completely
out of the average of Group, i.e. Banca Popolamar@ercio Industria and
Banca Popolare di Ancona, have done a very, veogd gome back in the
year 2010. At the same time, you may appreciad¢ what we said
regarding our consumer credit, how Banca 24-7 kaglbeen going from

170 to 134 basis points of cost of credit in thastoner credit part of the



Group, how Centrobanca has been growing from 13Bttd'he only one
that today that has been actually going throughvarse type of pace is
UBI Leasing; the reason why we wanted to think lois tssue is that we
have a different view, probably much higher pruddnview on the
valuation...the market valuation of real estates iaddstrial buildings in
particular. So that's why we have been increasowy prudential
adjustments in the fourth quarter on the lease.enEincluding the
important increase in the collective and this maeeng...the prudential
maneuvering in the leasing side, we are respethiaguideline to be in
the 70 areas, actually we are at 69 bps at thekthe year.

Coverageof deteriorated and performing loans. The nongrering loans

increase in collateralized position, needing loweverage, so again we
have been increasing in collateralized positionsdirey lower coverage
1.7 as we said before in 2010 versus €1 billior2009, 43.9% of gross

non-performing loans versus 35.2% in 2009.

Taking account of increase in collateralized posg and of positions sent
to losses re bankruptcy procedures, the total egeeincreased to 80.1%;
we wanted to present both ways or presented cowerdgt's say the

traditional one and if we have to be compared ithin 80%, the other e
way of presenting it that is 48.7%; same type qiragch is readable for
impaired loans and the total coverage of performiogns has been

increasing to 0.54%.

What is the outlook for 2011? The substantiakease in the cost of
funding should not compromise the effect on intenresome. Repricing
action are already put in place from the secontidfeé2010. The general
level of operating income is expected to improveaasesult, amongst
other things, of repricing action taken on comnaissitems, partly

inherited from the last quarter of 2010 and patityoduced in the first



quarter of the current year and actually let me aldd to that starting the
1% of April second quarter there will be also an &ddal effect of

maneuvering of the mutual funds in UBI PrameridaisThas been already
published and sent to the customer but for regolatasons we have to

wait until 1°* of April to be acted on this.

As improvement...an improvement is also forecasthenquality of credit
which should enable an annual level for the costredlit to be achieved
that is lower than that recorded in 2010, but whudhstill be conditioned
by the unfavorable economic situation. In term®@érating expenses as
a whole, we are expected to fall slightly compaxe@010, but let me also
stress that it should nevertheless be consideetditla achievement of this
forecast is dependent on the outcome of nationalorlacontract
negotiation. Constant measures are being takeorttain administrative
expenses. Putting all these things together amovement in profits on

ordinary activity is expected for 2011.

Now, usually this would be the end of the confeeenToday we have an
additional part of the conference. Now everybodyld say, “Hey, what's
going on? Is there anything that is going wrongA\lgithis bank, that has
always being perceived as a solid bank, with adschpitalization,

considering to increase capital?”

First of all, have a look at where we are tod&n Page 19, and at the®31
of December 2010, we have a 6.95% core Tier 1,9%.4fer 1. Total

capital ratio is at 11.17% not including obviousigither the potential
advantage coming from the advanced model adoptibat-is foreseen to
be authorized hopefully by the Bank of Italy witliaxt year -, neither the
potential conversion of the convertible bond issaad which will expire

in mid 2013. But, the point today is that we h&esn studying a lot in



the last couple of months, and we think there idear change in the

structure of the market.

Let’'s go to Page 20, let me introduce this pagenbking a statement that
is not written. We have a view of polarizationtie market. There will
be two types, two positions more and more polarthauhg times. There
would be a group of banks that are solid in terineapital, stable, good
funding, able to support the growth, able...capablgrow endogenously,
let me stress endogenously not claiming any adepnsi There will be a
group of banks that will suffer more by lower capiation that so will
have to pay a much higher cost for deposit, mughéi cost of funding
on the institutional markets, less able to folltve growth of the economy.
We obviously want to be on the positive side o$ tholarization and this
is why we are talking about a new positioning, raftews in a new
environment. This is something that is positived dtis thought to

position our bank amongst the “best in class.”

Let's go through the Page 20. New rules objedtwdearly to drive to an
almost “all common equity” Tierl. Cost of hybricghsiruments is
anticipating this trend. Tierl hybrid estimatedceris higher than 10%.
Under the new environment, stronger capital willamebetter cost of
funding than in the previous context. Under thpssmises, UBI Banca
has decided:

» to position itself among the “best in class” wéthigher than
average level of capital, and in a way we thinkmticipate the
market.to achieve a further improvement in the and quality
of the Group’s capital by further strengthening ¢smmon
equity. Moreover, once the increase in the shagta is
completed, and taking into account the evolutiorigpfidity,
the Group will consider the possibility, subjectatathorization

from the competent authorities, of calling the tansing



innovative capital instruments for a nominal amoah€453
million euro, which presumably will cease to belinted in the
Tier 1 capital from the end of 2012 (on a yearlgdyaa saving

of approximately €36 million in interest expenses);

* to avoid issuing, in the short term, new capitadtinments,
which will have high costs and for which uncerteatremain

over their future eligibility for inclusion in caail;

 to support (Page 21), strengthen ratings assigngd b
international rating agencies with positive impacts the
international perception of the Group and on thet cof
funding;

* to continue issuing covered bonds without limits tire
allocation of assets to the cover pool (Tierl asile/%, Total
capital ratio at least 11%), in the most advantaggaosition

permitted by the regulations;

» to be able to grasp, under the business plan, &l t
opportunities for endogenous growth which may arise
coming years, pursuing at the same time a sustaigiabdend
policy. The amount of the proposed increase in ghare
capital is such as to allow to achieve, over theoplecovered
by the business plan, a remuneration of capitasistent with

its cost.

The transaction is expected to take place shagptlysumably within the
summer, if market conditions allow it and subjexthe authorizations by
the relevant authorities. UBI Banca also inforinattthe new Industrial

Plan will form part of the prospectus relatinghe tapital increase.

10



This will mean that we are acting to be delegatedhle General Meeting
to be able to call for an increase of capital. ®atwon’t call, the increase
of capital, without first publishing to the markatthe Industrial Plan and
demonstrating and | want you to stretch what | gaoing to say
“‘demonstrating” - that our Industrial Plan will kable to cover the
expected cost of capital, i.e. total capital tha will have after the

potential increase, raise in capital.

Let me also say on Page 22, that the new shaikebenbffered in option
to shareholders and holders of bonds under the *“@B09/2013
Convertible con facolta di rimborso in azioni” camtible bond. The
Convertible Bond Regulations Article 5 provide lmamdholders to be able
to participate in the share offer by attributinggtion right for every bond
held. Again based on data as of'Blecember 2010, the capital increase |
want to say that we are going to ask to be delddatethe capital increase
up to €1 billion euro would mean, in the case of l&llion euro, an

additional of 106 basis points of core Tier 1, Tieand total capital ratio.

Let me also stress that the Group still will hdu# availability of its
capital buffers: both convertible bond and adoptadrBasel Il advance
model. This will mean that, given today, we widve 8.01 in terms of
core Tier 1, 8.53 in Tier 1, 12.23 in total capttatio again with still full
availability of the capital buffers mentioned irethubble.

Mediobanca acts as a sole Global Coordinator, Bowler and Guarantor
and let me say that | have been authorized to Isaty Mediobanca will

guarantee the full total amount of capital.

Thank you for your attention, and | will be readgm now on to answer
to your questions. Please.

11



Q&A

OPERATOR

GIOVANNI CARRIERE

VICTORMASSIAH:

Excuse me. This is the Chorus Call conferenceraipr. We will now
begin the question and answer session. The fusstgpn is from Mr.

Giovanni Carriere of Autonomous. Please go ahead.

Yes hi, good evening Mr. Massiah, two questiomgarding the capital
increase. | was a bit...a bit surprised that youn'didecide to call the
convertible maybe separating shares before actwhllgg an outright
rights issue, as well as maybe you didn't wait & gpproval to use
advance model. What is that drove the sequencgoof decision as
you...if you could expand a little bit on that? Aabviously, | mean, the
guestion is probably natural: in which way is ilated to the stress tests
upcoming, and to basically request by the Banktalllas of course, to
just basically your decision that's going to be thest for your funding

cost and everything else. Thank you very much.

Okay. The reason for this decision is the following. Waese through the
convertible bond, as a matter of fact, a good fagdat a reasonable
pricing today. And it's also buffer. On the oth&de, by raising this
capital, if our shareholders will authorize us to il we will position
ourselves as | said before, in a position thattils much, much, much
stronger compared to other competitors. And agew)l position us in a
situation to have also a buffer, but the buffett th# is not used is still a

good and reasonable, today, way of funding ourseile2013.

Regarding stress tests of Bank of Italy: Banktaly| has not requested us
to make this increase of capital, this €1 billiaorease of capital. This has
been our decision, but we all know that the Goveoidank of Italy has

said in public situation that he was recommendm@rinounce a capital

increase, but this is a different story. For olwethis €1 billion increase

12



GIOVANNI CARRIERE

VICTORMASSIAH:

GIOVANNI CARRIERE

OPERATOR

in capital is a decision of the bank. Third regagdstress tests this

decision is not at all correlated to the strests texsit.

Okay, thank you and regarding the advance model still foresee

approval is coming within this year.

Well this is left in our hands. What | said umow, is that definitely we
expect if Bank of Italy will authorize us, to belalbo be authorized within
2012. If we will have a good surprise from thehawity this is only
partial in our hand, but we will respect what theharity says, what is
important is to have this authorized maybe end @f22for obvious
reasons. But we are not stressing the point wghatuthority and we are
very disciplined in it; we will wait what the auttibes decision will be

and we will respect it in terms of timing.

Great, thank you very much.

The next question is from Mr. Marcello Zanardo Sdnford Bernstein.

Please go ahead sir.

MARCELLO ZANARDO: Yes good evening Mr. Massiah and colleagues,gugiestion on this on

the rights issue. Since you are clearly anticigatime market you have a
vision of polarization, which you explained clearliy questions would
be the following: what are you noticing in termshainks struggling both
on the funding, on the asset quality? And when @o think you could go
out and use this right issue, not only in an orgamay to improve your
cost of funding but also actually to improve yowstof equity via un-
organic acquisition, which | think are becoming mappealing in the new
environment, and | guess that you are looking ngaanithe Northeast and
other region? If you could also explain a bit mosbdere, should

opportunities arise, you want to grow and why. rikhgou.
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VICTORMASSIAH:

It's really not more...good evening Mr. Zanardcsfiof all, and it's really

not more than what | said. We don’t think to makg type of acquisition
today, and we just think that there will be at teaas categories of banks
and they would be polarized. And we think thiga®d timing even if we
are..it's very clear to us that we came with a surptséhe market. And
we respect the judgment of the market. But we lgetiyink this is the

right time to do it. This is the right time to pii@n ourselves in the
strongest situation, including the fact that thssalso in our opinion
helping us as a matter of fact to have...to mininhee cost of equity and
the cost of funding. So, this is also endogeneasans, obviously we will
be much more crystal clear after the publishinguf Industrial Plan and
again let me stress that we will communicate torttaeket before going
for the real implementation of the Plan. We thithks is...must be
respectful of the market. But again endogenous, acquisition,

strengthening, new polarization, this is the slahthe new...of this new

position.

MARCELLO ZANARDO: Okay. Just if I can...if you could try to answerain sure with the

VICTORMASSIAH:

Industrial Plan a lot of question will be answeeed you will give details
but by doing this clearly the market will...and theabysts and the market
I guess will, for one side you get the benefitsvbht you said, there were
funding costs, better capital ratio you anticipat, are not a struggling
bank, so expectation on these were very low. @nother side, you will
receive an M&A discount, so if | could ask you, givthat the share is
trading at let's say not a great multiple or simylao other Italian banks,
should you have some M&A, would you consider thehcaa cash deal

more likely than shares?

But this is a different question. | have to aaswm two times.

14



MARCELLO ZANARDO: Yeah.

VICTORMASSIAH:

First of all, again we are not going to increasgital for M&A reasons,
again no. Second, the market may discount for betause it's in the
right of the market. But let me say it in a wayulMbindicate that we have
not ever done something that's different from whet said. We said
always what we have done. And so, we would obWounsthis moment
just look for and forcing the bank to have an emgmgis growth.
However, if you are asking me as in a conceptuay wavhich is a
different thing - if acquisitions should be madealay by exchange of
shares or by cash, the answer is very obvious. itSpyou know and |
know, that it's better to do by cash. But, | wahte respect your question
and answer. But again, even if | bore all of ydterahaving answered

that, we are not going for any M&A, no.

MARCELLO ZANARDO: Okay and just one question on the operatiorgnifly. With a significant

VICTORMASSIAH:

change in the rhetoric from the central bank on thierest rate
expectation, now unfortunately Japan has put...hasgdd things a bit
but I just wanted to know if you are noticing,yiour competitive market,
changes in the pricing by competitors on the asidet on the asset spread
considering that expectations on the deposit spregldould have
improved, if you are noticing something or the legng of some

changes?

Definitely, definitely, we are seeing an increas¢he demand for deposit
and in the price of deposits, in particular if lynzall long-term deposits
or whatever is above a certain number of month8nitidy there is an
increase in price. There is also an increaseand@and what is relevant is
to see if, at the end of the day, the endgamehsite a higher and markup
with more than compensate the decrease in markdodwrd this will be

the end of the game. But again, it's not anymopage where you can

15



raise deposit, in particular in the institutionaanket, at the same price.
And the price difference that’'s coming ignd again this is why...one of

the reasons why we are doing it.

MARCELLO ZANARDO: Okay, thank you. Buona sera.

VICTORMASSIAH:

OPERATOR

Buona sera.

The next question is from Mr. Alessandro RoccétMacquarie. Please
go ahead.

ALESSANDROROCCATI: Good evening Mr. Massiah, two quick questionsifnrme. The first one

VICTORMASSIAH:

is again on the capital increase. You said youtwandecrease the
funding cost, | am just wondering whether you vhilve a competitive
advantage and then you will push on the loans drpivseems to me the
consensus is in looking at the domestic growthrotiad 5%, 6%; what is
your estimate for your Group going forward? And #econd question is
on the commissions: they were very strong on pliotfoanagement, | am
just wondering whether this area is going to se&ang performance into
the first quarter as well. Thank you.

Yeah. So, | am not ready to make any anticipategarding the first
guarter, | just can say that for the moment ih@t too bad, that is the only
thing | can say. Second, in terms of funding cddtam not wrong, and
what...and in terms of increase in loans, we arereatly to make...to
publish any single figure regarding this growthut B2t me say that we are
not ready to unbalance the bank. So, we are gooigonly to have a
strong positioning on capital, but we want alsob very balanced
between deposits and...between funding and lendligit means that we
would tie, in a way, lending to funding. But | tkithis is not a must for

UBI, this is a must for the whole market. And tlisanother mega trend,

16



in my opinion the market should consider in makitiferences between
the different banks.

ALESSANDROROCCATI: Are you expecting to increase your market shateans or is it going to

VICTORMASSIAH:

stay roughly the same?

What | can say is that we have increased, ashgwe appreciated in the
presentation, our market share in loans. But wee leready increased
that and our bank was declared...at summer time vetardel that we
wanted them to increase pricing that we have dowenat losing market
share and frankly speaking we have retained, wee ldefended our
market share. So it's important now to finalizedugse it's still not over.
There is still some room, the revisiting of thecprg and looking at what
is our capability to defend our current market shathat's already
increased. Because it was phase one of the stratezywere already
coming from a stronger capitalization compared...glative terms
compared to others. We didn’'t have to call forrioati bonds and for
any state help and we could increase. Then wéodsy in the mood of
re-pricing defending our market share, then we wdk after the re-
pricing. But the re-pricing is still in place atite re-pricing activity will
be leading our first half of this year. Then wél\wee how we will go in
terms of growth. Definitely we are trying to pasit ourselves again in a

situation where number of ceilings, number of Iang limited.

ALESSANDROROCCATI: Thank you.

VICTORMASSIAH:

OPERATOR

Thank you.

The next question is from Mr. Konstantin Knierigrom Pactum Asset

Management. Please go ahead sir.
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KONSTANTIN KNIERIEM: Yeah, good afternoon. This is obviously veryagisointing, | mean

VICTORMASSIAH:

you are making sort of a 1.4% return on equity ft@ar or anyway under
2%. You promised us that you would fight for tle tdeductibility of
loan losses to be increased and now you come up avitapital issue
which will make it even more difficult for this bknto return to
profitability. And now you are very proud of yolman quality. But
what's the point if you cannot make any money; lamdaf you are
dribbling around of less than 10% return on equitthout giving us any
guidance, you are saying profits might be up gelhit this year. But this
is not very encouraging and | find it very unpraiesal, | have to say. So
what kind of guidance can you give us on profiipiand how are you
going to get to a decent 12% return on equity éikeormal bank?

Okay, thank you for your comment. First of allis is Italy, this is the
Italian market and unfortunately today there ardanks that are repaying
the cost of capital and this is because of thelgiteation of the retail
banks in lItaly. So everything is relative to its ronmarket and
unfortunately | am not proud of that at all andyltb be as professional as
I can, unfortunately there are limits that are paEfrthe environment in
Italy. Again, going back to the possibility of neasing profitability, we
are saying there is room for increase in profitahilvhich is anyway tied
to the environment and the environment of the @gerates. In terms of
credit deduction, tax deduction, | am not compiegeire that | understood
your comment in the sense that we have been in yadeévering a
definite increase of about...excuse me for a sec@idyeah if you are
relating to the fact that there would be a chamgihé regulation in terms
of cost of credit deduction, actually there hasnbaehange in the DTAIn
the way it is considered as deductible and in a eaagputable in the core
Tier 1 and in Tier 1 and this is already in plac&he change in the
regulation has been made if | understood what yeuadking about to this

DTA, then the deductibility in terms of profit anldlss year-by-year is a
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different story. This has been a regulation tlzahe out saying that what

is in the DTA in this is computable in the corerTle

KONSTANTIN KNIERIEM: NO, you know, okay. | was referring to the facttbnly 30 basis points

of loan losses are tax deductible if | am correct.

VICTORMASSIAH: It is true.

KONSTANTIN KNIERIEM: And | thought you would lobby for something highéecause you
cannot run a bank profitably, this is... and | ca®e why one should now
throw more money into this bank, if your returnemuities it is not going

anywhere.

VICTOR MASSIAH: Yeah thisis a......

KONSTANTIN KNIERIEM: And you have to talk with the Italian politician'say be, but then you
are all in the same boat. Mediobanca, you haveerhas an underwriter, |
don’t know why, but hopefully they can help in tlebbying process. |
mean you need to demonstrate to investors, tahteth that banks can be

run profitably.

VICTORMAssIAH:  We've lost shares lets say | mean | cannot besmiotannot agree more,
but I have to play with regulation, | have to plaih parliament and this
is what it is today. What we have promised to ipbhd we obtained was
the DTA. Now regarding the profitability we are tngoing to be
unprofessional, we are going to present our Indud$Rlan before raising
money and this will mean that you will be able w@leate if what we are
going to promise is going to be feasible. And sthihk we could
postpone this discussion until mid-May when we wilé are promising to

publish our Industrial Plan, before any eventaglital rising.
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KONSTANTIN KNIERIEM: Okay, thank you.

OPERATOR

DOMENICO SANTORO:

VICTORMASSIAH:

The next question is from Mr. Domenico SantordNoimura. Please go

ahead sir.

Si, Buona sera Dottore. A number of questiorigadly. This move is a
little bit weird in my view especially consideringpat you have the
convertible and actually it seems to me that yaimptecting more your
clients, but not your shareholders and calling béekconvertible would
have been, | mean, less dilutive in my view. Aaywet’s start from the
point 1. | see your NIl sensitivity going down€@0 million. If | am not
wrong, it was around €100 million. So my first gtien is what has
changed so far. The second is on a lower lossigiooy because your
message on credit quality was quite good, but dgtuaee right down
going up, | see also collective impairment and whierok also the data at
system level, non-performing loans are going up.l 8m just wondering
how can we reconcile the...your comment with the dataally that you
are showing us today. The third question is & fldint you are going to
raise €1 billion capital, you have still most €a0@lion convertible bond.
You are going to get also the benefit from mignatio Basel Il advance if
I am not wrong you were talking about a ROE for rydawsiness
sustainable of more than 10%. What could be rightv the ROE

sustainable for your bank going forward? Thank.you

First of all, the interest of dilution of the skholders: | would encourage
all of you to make an arbitrage between the ditutimat would come from
issuing hybrid instruments and the dilution thathdocome by increasing
capital. Please consider the new cost of hybdisase consider what
would come in terms of dividends, even in case ighér dividends.

Please consider that in case of hybrids, you hayay anyway, in case of

dividends you pay when you earn and then we witass again what is
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DOMENICO SANTORO:

VICTORMASSIAH:

MAURO SENATI:

more dilutive. The fact is that we cannot thinle ttame way we were
used to think in a different environment. The res, new regulations,
new type of instruments, and this is clearly aal#ht game and please
let’'s be innovative in the way we think becauss ieen changing and if
hybrids cost more than 10% we have been askingelvais what was
more dilutive and we had a different answer and hiwhy we think we
are actually respecting our shareholders. It doappear in your way of
thinking that | feel there is a new way of thinkitigat is considering data,
it is considering facts. Second, on the non-pering loans data on
credit: first, the fourth quarter has always baemur bank, a seasonal one
that means that includes everything that happedamuary; this through
many years. So you wouldn’t deduct the trend by tinst quarter.
Actually if you compare the first quarter of 201@mthe fourth quarter of
2009, you will find out that, in terms of cost akdit, we are decreasing
and not increasing in absolute terms, in basistpoitn terms what was

the..., excuse me, what was the return...

Was it sorry was it NIl sensitivity first?

NII sensitivity: again, it is 70 million euro arlddon’t know if Ms. Leidi

wants to add a little bit more. Pleasdhe €70 million effect.

Yeah, the €70 million effect. It's decreasingmgared with previous
number because we have improved our methodologycaludlation on
the lending side. Now we can manage option commoine particular the
cap on loans, and second we have the effect diahdn average three
months or six months average, so repricing talets $ay time, three or
six months, before we have the effect on net istareargin. So these are

basically the two main reasons why we have thisedse.
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VICTORMASSIAH:

DOMENICO SANTORO:

OPERATOR

FRANCESCATONDI:

Lastly regarding profitability: we have defingedgain... we are going to
present our Industrial Plan by mid-May and you \w#l able to appreciate
what is the pace of the coming back to profitajiliObviously if we think
that there is a possibility to pay the total amotmfay... let's say to
repay the total amount of new capital by relevasiumn on equity
consistent with the cost of capital, this is why ave doing this. But as |
said it would be unprofessional to target in qaale term today, well

let’s talk in quantitative term the day we will pent our plan.

Well, thank you. Thank you for your answers.

The next question is from Ms. Francesca TondWofgan Stanley. Please

go ahead.

Mr. Massiah good evening. First of all, | wowddtually be less critical
than how my colleagues have been. | think you rémee well to go
ahead, because | think more will come and | thirdctually believe that
you are going to be benefitting from a, you knowgrenof first mover
advantage, so actually well done for taking therage, it's not an easy
decision and you probably were, you know, eventtke lbit less under
pressure if you want. | am sorry, that | am goiagask questions that
perhaps some colleagues have asked already. |icam#ttle bit late in
the call. | understand it was not a stress testas not the Bank of Italy,
if you don’t mind mentioning again what actually ceayou take that
decision now and also, you know, the timing. Anaduld actually, you
know, share the view of my colleagues that haveenished capital to a
good level at this point, we're put in a better ipos in the domestic
market. | would love to hear a little bit morelwdw you are thinking of
using it and actually using the benefit, clearlygmtially funding will be
an offset, how well do you think you will be usitige new cash that you

will be, you know, taking up. But also more img@ortly, | know you have
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VICTORMASSIAH:

FRANCESCATONDI:

VICTORMASSIAH:

FRANCESCATONDI:

VICTORMASSIAH:

an Industrial Plan in May, but how do you think abgour profitability?

You have just said, this is not to do some M&A rsszily but do you

think that actually this, you know, the size of UB&nca is actually the
right size to achieve a higher level, don’t youdeaé some point a bigger
size over which to be able to spread costs more® lidgger size to allow,
you know, more flexible and cheaper funding sour@sl even from

a...really thinking from a strategic point of viewgayou rethinking along
any of these lines and if not and why not? We doatessarily wanting
to you know, rerun your Investor Day, but | thinkuyknow, on the capital
raising | think some of your thoughts on this posttuld actually be very

valuable? Thank you.

Thank you for your comments, | would try to sunmipa very quickly.
We think, first of all that in terms...if we take thatal capital, the mix of
the total capital, the quality of the total capitatlearly going in favor of a

higher composition of common equity.

Yeah.

Because what is not common equity is going amsl already because it's
not just a hypothesis, it's happening in the mark&t going to cost as
much as equity. And so, why having something ihatot equity, if you

can have equity at the same price.

Yeah.

Second this is going to go for...in our opinion &virtual cycle because it
will position us in a better position in the viewtbe rating agency, in the
view of investors that have to subscribe our ingbhal funding, and in a
way, why not also, in the view of our customer. itisbad for our

shareholders? If we think, that the cost of thbrigg is as much if not
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FRANCESCATONDI:

VICTORMASSIAH:

higher at the end of the day, compare...and anyvi&yixed compared to

the cost of capital. In our opinion it's even aodothing for our

shareholders in the long term. Now, how fast aeegaing to recover in
terms of profitability? This is something that atwsly is part of the

Industrial Plan, we are finalizing. It is obviotieat we do not do miracles
but at the same time we never behave like crazyifawe think we can

repay in the appropriate way this increase of ehptis is the reason why
we have done it, if not, we wouldn’t because agas clearly said we are
not in the immediate need of that, actually all tr#icism is coming

because we.somebody thinks we don’'t need it, and if we dot® i

because again, | am sorry to repeat it, we haveew wf the polarized

market and we want to be in the right side of gakarization.

Yeah. But | totally agree with you and in fastlasaid...you know, well
done for going ahead and taking the courage antydbi Inevitably once
you solved one thing then you know, one points then..the focus shifts,
and | think naturally it will shift the profitabty. What | was interested in
hearing from you is, how do you think about the ksaprofitability in the

medium term, given the size and the market shadeéteway, you know,

the market...business and markets is changing?

We think that it is not...we are not obviously aitthe crisis, definitely
this is for sure and we think that we have beemnlag unfortunately
many times during these years that something n@péres very often and
I don’t know if it was a minister of economy butnsebody has said it's
like being in the video game, and every sometimewa monster appears
in the game. However, in general trend we see gongeimproving in
the economy, we see more stabilization in the @sterates and in a way
it's time to think fresh new...anytime to be a litb& more optimist. How

much optimist is obviously something we are stilbfizing but again we

24



FRANCESCATONDI:

VICTORMASSIAH:

FRANCESCATONDI:

VICTORMASSIAH:

OPERATOR

ALBERTO CORDARA:

think that the worst year most probably has beenldlst one. And it's

time to think in a new way, it's time to think dtle bit more optimistic.

But you still think that actually your size ofethmid-sized bank is a still
viable proposition? This is very challenged, yoow, to be fair not just

to you, not just to you by all means?

Yeah, | see your challenge but | actuallthere is not, at least in my
experience, a crystal clear correlation within disien of the bank and
profitability of the bank. We have seen very bamks are going bankrupt
and small banks are doing pretty well. And thereat a clear correlation.
So | think that dimension is just one of many fastand not necessarily
the most important. This does not mean that dimerdoesn’t count, but

| think there are at least three or four otherdexthat at least count as
much as dimension and again, it's important todoei$ed... we never had
the philosophy of being big just for the sake of We don't think that

being big is just good, there is a way to be big dnt is not achievable,

it's better to be average but performing well.

Thank you. Thanks very much, look forward to yaso in Investor Day
to hear a little bit more about how you are thigkion the banks

profitability. Thank you.

Thank you so much.

The next question is from Mr. Alberto CordaraMérrill Lynch. Please

go ahead sir.

Good afternoon, | have four questions. The fose is, if you can
quantify, if you can give us a number for the loss AFS government

bonds, and also how much it amounts in terms aslpasnts. The second
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VICTORMASSIAH:

ALBERTO CORDARA:

VICTORMASSIAH:

ALBERTO CORDARA:

issue is related again to these AFS government Iposdions that you
have been building through the year, if you carueknow how much the
NII sensitivity has been reduced by running thisipon, and how is...it is
to unwind this position? And the third questionredated to the capital
increase, you mentioned in the slide, the possihiti call back the soft
convertible, which would give you a save in pretd€36 million a year.
Now, | am not sure | understand the logic of itdnese the coupon on this

stock convertible is 5.75%.

Excuse me, excuse me sir. May | interrupt yod tooleave you to
ask...excuse me, a wrong question? We have beengalkout preferred
shares, not about convertible... to recall the preteshares. Excuse me,

if I interrupt you.

Okay, okay very clear okay the preferred shai®&ay, so it not the soft

convertible okay.

Oh, no, no | am sorry to interrupt you but thisra good reason for that.

Clear very clear. So the fourth question, thgnola very much for this.
Well, I think | don’t know if you can give us a bitore clarity on Basel IlI
because | think if you are raising capital it ispiontant that you address
also this specific issue. And in the presentatiohave not seen any
mention to this. So, | think that the issue for isi¢0 understand to what
extent your minorities are going to be deductedhia final version of
Basel Ill, and if you want, from here to 2013, whstgoing to be the
negative impact on capital from the increasing nshghted assets. So if
you want to...we have a true offsetting element oa dvand, possibly the
positive effect that you have from the move to Balsadvance, but then
on the other hand, we have Basel 2.5 and the...kgow, the initial stage

of application of Basel Ill in 2013. So, you knoagain forgive me for
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VICTORMASSIAH:

ALBERTO CORDARA:

the third question, but if you can clarify the, yknow, the other three: on

AFS government bonds, NII sensitivity and Basepl#ase.

Sure. So, first of all, regarding the last gimstthere were two major
points uniquely that were relevant for advanceddetoand they were in
DTA and minorities. DTA is solved apparentlyrika to the government
new regulation. Regarding minorities, we said thatthink... first of all,
let’'s not forget, the minorities will disappear,Iwade during the years,
and so it’s not a one shot. Second, we do notaxpe minorities to be...
this is a generic answer | understand, but thishiat we can give today.
When we hire, then the advantage of that we willfgem shifting to the
advanced. So we think that, shifting to the adednwill at minimum
cover the effect of the minorities that will be amy during the time.
Then in terms of loss on government bonds thatirathe AFS, this is
€250 million net of tax, so it's more or less 35sigapoints in terms of
capital. So it's not...it doesn’t have anything to @ith...as you may
appreciate, with our decision to address capitara it's a huge worry
on the first step, which by the way won’t countsthbecause they won’t
count the AFS. Excuse me, there was the prefestetes, | don't

remember the other question. Is there any othestepn that you want...

No, it's related to this, | know that it doesgbunt as AFS, but let's say
rates start going up and you want to unwind thisitmpm to get some
sensitivity out of rates. If you are running €25@lion loss, it seems to
me that is not very easy to unwind this positi@o, | think that the.the

point that | just wanted to ask you is, a colleabge&re mentioned that
your rate sensitivity has reduced through the ye@another big shift, how
much of this reduction has been affected by theséipns, that you've...,

by this carry trade that you have been envisaging?
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VICTORMASSIAH:

ALBERTO CORDARA:

VICTORMASSIAH:

ALBERTO CORDARA:

VICTORMASSIAH:

OPERATOR

RicCARDO ROVERE

VICTOR MASSIAH:

Let me stress the point first of all that theation of this portfolio is 1.5

because it's all assets swapped.

Okay.

And so, we are counting a certain number of dalys, possibility to,
...excuse me 1.7 to be precise, if you can look ajeP@ of our
presentation, 1.7 years and so it's not an inctedibmber of days if we
want to get out from that positioning, which ag#at we stress is asset

swapped.

Okay, thank you.

Thank you.

The next question is from Mr. Riccardo RoverdMadiobanca. Please go

ahead sir.

Yes, good evening to everybody. Sorry, Mr. Massil didn’t get what
the guidance was on Basel...on Basel Il in termigasiis point, if you can
give us an idea because | am sorry may be my lia disturbed, but |
didn't get it. And the second question | have nistioe size of the capital
increase, why €1 billion, is there any particukason for that? Or you are
just saying, can you explain why - this is someaghimat former colleague
may have mentioned -, why not convert in the catibless, why this

convertible is still there? Thank you.
Starting from the last question, the convertilslestill there because it's

also a good way of funding and it's now at a reabtm price 5.75 in
absolute terms.
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RicCARDO ROVERE

VICTORMASSIAH:

RiccaArRDO ROVERE

VICTORMASSIAH:

RiccaArRDO ROVERE

VICTORMASSIAH:

RicCARDO ROVERE

Okay.

And lasting until mid 2013, it's a good tool angyy if anything dramatic
happens or - and | said dramatic - and it's a geay of funding. In terms
of the amount of €1 billion please consider that é&xample if, if

authorized in terms of by Bank of Italy, thanksaaeasonable level of
liquidity, calling back the preferred shares wouwdnsume let's say
already...almost half of it and there is also sonemyn to be taken into

account.

Okay.

And so altogether | think it makes a lot of sen§#viously you are never
incredibly precise but...an up to €1 billion loakus very reasonable. B3:
| would say again that in terms...we have two issues was DTA and

this is being solved by the Italian government #mel second one was
minorities and we think that minorities will be t'&say, more...at least
covered in the minimum scenario by the advancedeingains in terms of

basic model. So at the end of the day advancdd .sfilould have a good

room to absorb the negative effect.

Okay.

But, let me also add there something please: tttmtadvance will be a
much sharp gain. There would be some fears, méyliet the end of the
day it's clearly a one shot game, while minoriteesd a new regulation
will fade away year by year, so it won't be one tsh&o, please also
consider this.

Yeah just a follow up on this, if | remember @mtly in your...some of

your previous presentations you mentioned IRB n®ttelgive benefit of
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VICTORMASSIAH:

RicCARDO ROVERE

VICTORMASSIAH:

RicCARDO ROVERE

OPERATOR

GIOVANNI RAZZOLI:

VICTORMASSIAH:

GIOVANNI RAZZOLI:

at least 50 basis in a conservative way. So wloensay something like
we believe IRB models will offset or more than etfshe impact of the
minorities shall | understand that the minoritiesomething in the region

of 50 bps in your mind?

Yeah.

Okay.

It's something very close to that.

Okay, thank you.

The next question is from Mr. Giovanni Razzoli Bfuita. Please go

ahead sir.

Good evening to everybody. Sorry Mr. Massialoh’td want to bother
you again with the questions about the profitapillbut and | want to
anticipate anything about the business plan, | ddd very interested in
hearing what you are going to say, but you undedsits also crucial for
us to understand what's going to be the returnshef capital you are
asking to your shareholders. Let's put my questloa way, | wonder
what the level of short-term rates, that is neags$ar your business
model for your business mix, to achieve if possékngle digit return on

equity, if this is a figure that you can, let's sagree on? Thank you.

Sure. | am not...obviously if | say that | am rmgating to...we had not

finalized our....

No absolutely, but generally speaking let's sayean...
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VICTORMASSIAH:

GIOVANNI RAZZOLI:

VICTOR MASSIAH:

GIOVANNI RAzzOLI:

OPERATOR

Yeah it's not...it's not a science fiction intereste, because we are not
something that is unpredictable, actually it's @bly already within the
market pricing of today curve. And the reason wtsyvery simple; it's
not only interest margin. We had been analyzingtwias, for example,
the delta in terms of costs of credit in 2007, befine crisis and 2011 for
our Bank even if we performed, it has been €460ionilonly on costs of
credit. We had been analyzing what is the room ddditional cost
cutting. We had been analyzing what is the roomming from the
pricing. So there are different things that aréeptal supporters of an
increase in profitability not including the intetesargin. | am not going
to deny that the interest margin is relevant, | lddae crazy to say that,
but again it's not 80% of this rebound in profitélj it is much less.

Hello?

Yes, got your question, got your point. My poisitthat you have more
control probably on the cost cutting and perhap 0brisk whereas this
is why | was wondering about the return on tangixgity and the net
interest income, which is impacted you know by #hort-term rates,

which are less under your control, so this is ...th&sreason of...

No, no. | totally share your view. As a mattérfact, | am not thinking
about something that is, let's say very high ammbmsistent with what the
market expects. Actually we think we are very,yveonsistent with
today’s market expectation for the following years.

Okay. Thank you.

The next question is from Mr. Carlo Digrandi fradSBC. Please go

ahead sir.
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CARLO DIGRANDI:

VICTORMASSIAH:

CARLO DIGRANDI:

Yes good evening. One question on the core basinyou did speak
before about rising cost of funding that's what hed also from your
competitors, you also said that it seems that Irefigposits are getting
harder to get or more expensive to get. So | wdikiklto know what is
your view given the slides that you presented omgma as far as net
interest margins do go going forward, now regasiiafsthe rights issue |
would say if you do think that the trend going fard is towards a
pressure on this I am not talking about deposit, wart probably
something of that range or you do think that wesaeing just the tail of
something that it was already occurring towardsehe of last year and
going forward toward the end of this year is sonmgththat should be
easing, if you can provide some colors on thiseesthat that would help

all of us? Thank you very much.

Sure. No, | am not going to say that | forecadteezing of, let’s say, the
increase or anyway the current level of cost ofodép in particular of
long-term deposits. | think this is here to stgyflor some time again
because of the polarization of the banks. Bankd ttannot go on
institutional markets must find a way to get furglinrom the retail market
and this is obviously driving the cost of deposifs or if you wish the
markdown down. The real issue is, are we goirgofalls, to be able to
re-price the markup in a way that altogether titerest margin would go
slightly up, which is the big bet of this year? dAwhat | can say is that,
our observation was that we have done a littldéiter than others on the
last couple of quarters and most probably becawsbave more room to
re-prices not that we are better than anybody @fsejust a question of
having more room. The reason we had more rooméegricing again
was that this was Phase 2 of a strategy that waaggvessive on pricing
in the 1st Phase.

Thank you.
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VICTORMASSIAH:

OPERATOR

DOMENICOVINCI:

VICTORMASSIAH:

Thank you.

The next question is from Mr. Domenico Vinci obl@man Sachs. Please

go ahead sir.

Good afternoon. Just a couple of questionsseéims to me one of key
rationale is still improving your access to fundimgnean if the ratio of
the capital increase will improve the access tadiiug and the cost of
funding. Now, when I look at your funding stru@umost of it relates to
retail funds, the retail bonds or deposits wheeepthice seems to be driven
by the competition in the market and also the goawvent bonds is going
up, so not really much related to your core Tiesd | was wondering if
you can explain to us what makes you confident thigher or better
capital position will help you in having a bettentling cost and if you are
basically planning to switch from retail bonds tee tinstitutional going
forward, and also if you can give us an idea whiatl lof benefit you are
expecting in terms of funding costs? And then pusfarification on the
Basel Il advance model, can you tell us, maybe dsed it if you said
before, when did you initiate the approval procedwith Bank of Italy, if
you have already officially requirddand when, because for what | know
other banks took several years to get the appraftet they required it?
Thanks.

Hi. First of all, regarding the last questiohijst validation process has
been already initialized for some of the chaptefsthos validation.
Although we are in pre-validation, altogether lez say that by spending
to end of 2012 deadline we think we are consergatilien never say
never because you know that is not all in our habdswe think - to use a
word that has been used already in this conferealtewe think it's in the
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DOMENICOVINCI:

OPERATOR

professional category to make a statement thatxpecot to be validated

by end of 2012 anyway working plan is consisterihwhis deadline.

In terms of...we did not say that it's just for tbest of funding first of all
capital rising, but going through the point... yowing, it is true that there
is a very important part of our funding that is n@titutional, but more or
less 25% of it is institutional. So if we look thiat and let's say that we
have more or less €20 to €25 billion of instituabriunding, | think
everybody could see what could be the impact ofifgayust 10 basis
point or less...of cost of...advantage of cost of fuigddn the institutional
market. Not only, but let me stress again theedgiice we have between
hybrids and other forms of capitalization. So &@fsadvantage on this one
and on arbitrage within hybrids and non-hybrids, common equity. It's
an advantage if the market will appreciate it inme of institutional cost
of funding. And but not only, sorry to bore allyfu, but again this is not
just for that, this is to support growth, thisassupport Industrial Plan that
will be published.

Thank you.

The next question is from Mr. Eugenio CicconeftiUniCredit Group.

Please go ahead sir.

EUGENIO CICCONETTL: Buona sera Dott. Massiah. Hi, Mr. Massiah.avéna simple question. |

am trying to understand what is the rational of ¢hpital increase? If |
look at your answer during the conference callyaty you are referring
to a return on tangible equity within two or thrngears around 10%, and
you were already at 7% with the equity Tier | @a@nd on top of that,
you have 70 basis onto the convertible. So I'm @esimg, where do you
think from the operating point of view... you think get the margin and

the return on this capital that you adding on tbphese instruments that
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VICTORMASSIAH:

you already have from the operating business. @mlstruggling to
understand if we need really to believe that tligital is not put aside to
be ready to get any opportunity that might be adé on the market in

the short-term or the medium-term?

| see that | am not a 100% convincing that we raot going to make
M&A. | am ready to make any procedure that you M@ee...you would
consider credible on that, but I really don’'t knafter all this question,
how to convince all of you. We are not going foatt We are...again we
think that there is...there are few enabling factorgrow: one is capital,
the second is funding. And again please considarithyou think that is
not anymore 7% the core Tier 1 ratio of a strongkba you do not...if
you consider this is being met... this is still witavas until now the core
Tier 1, for a strong bank what we are going toisayrelevant and if you
think that the new core Tier 1 is much higher angou think that you
need to have some reserves in core Tier 1 to stuppdogenous growth,
please keep in mind that... | want to make a veryp&nexercise. We
have let's say we have 100 loans, if we increasg%}joans, this makes a
105 and to increase 5% loans if we divide let's sy, we still need how
much, something like €600, €700 millions of, excuse, 7%, €250
millions of additional capital which is as at tgda5 basis point a year.
So let’s not forget that capital is important and are not coming from
years of profitability that generated auto-finamcinSo miracles do not
happen in one or two years, so anyway if you warstuppport growth, you
must consider... and if you don’t think anymore th# is the benchmark,
you must consider a way to enforce your capitantbbviously you must
find a way - and this is what we are going to feees how to repay, how
to remunerate in an appropriate way your capitalybich we will also
share some view. The question is, when we willtegether, how we will
go...to verify if this is credible or not, but the joaquestion is, in my

opinion again, is it 7% of profit or not?
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EUGENIO CiIccONETTI:And you are answering “no”, basically.

VICTORMASSIAH:

Obviously yes. | would answer this is not anyenor

EuGENIO CICCONETTL Yeah, if | can follow up a little bit... but M&A i not always negative

VICTORMASSIAH:

because you are painting the M&A activity as a tiggaone. It depends
upon the price.

| totally agree and | have already answered thistmurethat somebody
was asking if this is to pay in cash is better thanth a paper if prices are
very low... yes pay in cash is good, because ceytavel had no problem
and we are coming from an M&A that was made onlyear 2007. So it
would be ridiculous from us. This is the way wergvborn, so how can
we be against M&A? We are just saying that we warite transparent
with the market. The market is asking us, are goys doing this raising
because you want to do M&A? And the answer is “nafijch is not any
type of comment or the judgment about M&A. M&A che good, M&A
can be best. But the question was, is this cagtaing decided to go for
M&A? And the answer is no, it's not.

EUGENIO CiccoNETTI Okay, thanks. | have another question if possibYou mentioned to us

that the negotiation with union about the contrabe renewal of the
contract for the next year for the Italian bankaygtem, would that been a
critical point for the system as a whole. Can give us an update of
what kind of, | mean where the negotiation are gand if there is still a
wide discussion or if you are reaching a kind afeaghent on what could
be the increase on the contract, | mean giving soot@ to us in order to

understand what could be the outcome there?
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VICTORMASSIAH:

No unfortunately, unfortunately |1 don’t have muddlor to add to what is
your information is. Let me my comment is thatréhis going to be...still
going to be a long term negotiation and it willéatkme and we are not
seeing the end or the light at the end of the tunh's still something that
takes time and something that is so relevant fersgrstem and so difficult
because everybody is right. Banks are right, uname right, everybody is
right. It's a difficult moment and even here my.dbn’t have any
particular suggestion, but I think that even hemae lateral thinking will
be needed. We were thinking lateral, they aret rayghwrong, time will
tell... Some lateral thinking will be needed also float negotiation but it

will take time.

EUGENIO CiccONETTL: Thank you very much.

VICTORMASSIAH:

OPERATOR

CHRISTIAN CARRESE

VICTOR MASSIAH:

Thank you.

The next question is from Mr. Christian Carre$éntermonte. Please go

ahead sir.

Good evening Mr. Massiah, just a follow up on ttapital increase. |
want to just to be sure, let’'s say: we saw a chpdaasumption of around
50 basis points year-on-year due also to some egglations. If you

look at the 2011 without the advanced model, aetiteof 2011 due to the
low interest rate and, you know, the low profitapithat we expect also
for 2011, did you expect the core Tier 1 to be Iothan this year?

Not necessarily, because you are starting fraenafsumption that the 50
basis point decrease was mostly due to regulatim). actually it was
totally due to regulation. There is nothing elsart that, why? Because
we always work on our mix of risk weighted assetminimize the impact

in terms of capital. How? By changing the mix,usng more guarantees
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CHRISTIAN CARRESE

VICTORMASSIAH:

OPERATOR

DOMENICO SANTORO:

VICTORMASSIAH:

DOMENICO SANTORO:

VICTORMASSIAH:

than collateralized lines of credit. So it's sonmeghthat is leading things
that can be influenced by the way we deliver oanky by the way you
take guarantees, by the way we minimize the operatirisk. So
altogether, this is a living life it's not sometgithat is stocked somewhere
in a black obscure warehouse. It's something Wmatmaneuver every
single day and this is why we were able to, fornepde this year, to
increase our loans without increasing our risk Wwiid assets, if not only

by because of the change in regulation.

Thank you.

Thank you.

There is a follow up question from Mr. Domenican®ro of Nomura.

Please go ahead sir.

Yes, good evening. Thank you for answering lafl guestions and the
patience. | just have a follow up on the stakéntesa. Are you going to
reconsider, | mean the participation in Intesayar are going to continue
to consider it as a sort of dividend stream goimigvard because | think

that also part of the capital is allocated theFhank you.

It's a very good question, thank you for askingWe've already said and |
want to stress it that we have all the degree eédom regarding the
Intesa stake: it's not something that we consideruatouchable, with
management and the Boards have all the flexiliiat they will decide to

have in terms of the way the Intesa stake is gtorige managed.

Okay. Thank you. Thank you very much.

Thank you.
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OPERATOR

RiccaArRDO ROVERE

VICTOR MASSIAH:

RiccaArRDO ROVERE

VICTORMASSIAH:

OPERATOR

VICTORMASSIAH:

There is a follow up from Mr. Riccardo RovereMédiobanca. Please go

ahead sir.

Yeah sorry, sorry again. Just on the cost oflicref Q4; basis points
assumed in slide 14. Basically the cost of riskides from 53 to kind of
99 basis point, | was just wondering whether therany one-off or if

these have been cleaned numbers. Thank you.

Oh yes, could you please, if you may, look hdrslide 14 also look here
and the patterns of the previous year. As you apgpyeciate, it was 82 on
the third quarter and it was a 111 on the fourtartpr, here we have a 53
growing to 99. So first of all, in relative termge are anyway cruising at
lower level quarter-by-quarter than the previouaryeSecond as | said
before, the only thing, the only movement we haas wn the valuation of
the industrial buildings in the leasing companyhisTwas the only let's

say non-normal move that we made in terms of costealit. But nothing

special actually and as | was stressing already,ishust the seasonality
of the fourth quarter, the way we will behave wikie exception of the

leasing that was published where you see on Paged ollowing page.

Okay, okay. Grazie.

Thank you.

Mr. Massiah, there are no more questions regdtat this time.

I would like to thank everybody for the particijpa to the conference and

for the patience and | wish everybody to have adgaeening. Thank you

to all of you.
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