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Impact of the 110% Superbonus

B Crystallising the situation at the end of August, under the (very
pessimistic) assumption that no more new work would be eligible for
deduction in the months from August to December, and assuming that
all works will be completed by year-end, the impact on nominal GDP
growth rate would be +0.4% in 2023, after +0.7% in 2022 and +0.4% in
2021. However, the impact on real growth was much smaller, because
the Superbonus had an upward distorting effect on prices.

B Assuming, as the Govt does, that new investments eligible for the bonus
drop by 40% in 2024 and result almost negligible in 2025, the impact, still
on nominal GDP growth, would be -0.6% in 2024 and -0.8% in 2025. Yet,
the impact on real growth would be smaller, and the assumptions look
overly pessimistic.

B Estimates are obtained by considering that around half* of the new
spending is additional (it would not have been implemented without the
incentives), and with a 1.1 multiplier resulting from intput-output tables.

B Available estimates vary depending on the kind of bonuses considered
(just 110% Superbonus, Superbonus+Bonus Facciate, all building
bonuses).

* Bank of [taly estimate
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Impact of the 110% Superbonus

EUR Bn 2020 2021 2022 2023 y\yZ! 2025
Superbonus (work completed) 11.2 35.4 49.6 28.4 0.9
Additional expenditure (50%) 5.6 17.7 24.8 14.2 0.5
With multiplier effect (1.1) 6.1 19.5 27.3 15.6 0.5
Nominal GDP 0.0 1787.7 1909.2 1999.9 2062.6 2127.3
Nominal GDP growth (%) 7.6 6.8 4.8 3.1 3.1

Nominal GDP without Superbonus 0.0 1781.5 1889.7 1972.7 2046.9 2126.7
Nominal GDP growth without Superbonus (%) 7.3 6.1 4.4 3.8 3.9
Superbonus effect on nominal GDP growth (%) 0.4 0.7 0.4 -0.6 -0.8)

1.4

1.0

0.8

0.7
0.4
- 00
-0.6

2021 2022 2023 2024 2025

B Cumulated % impact on the level of nom. GDP
® % impact on annual nom. GDP growth

0.3 04

INTESA [ SNNPAOLO




Agenda

n Headwind #1: less generous fiscal bonuses

E Headwind #2: tighter financial conditions

E Tailwind #1: recovery in hhs’ purchasing power

n Tailwind #2: significant boost from the NRRP

B Fiscal policy: headwind or tailwind?

u Conclusions

INTEM [ SNNPAOLO




Monetary tightening is starting to bite

The slump in monetary base is being reflected intfo not just the narrowest monetary
aggregates (M1) but also to the less liquid ones (M3), which does not bode well for

the outlook in the coming months.

“Real” M1 in negative territory has
always come together with a recession

2005 2010 2015 2020
- 1Y % change of GDP : Italy

- 1Y % change of M1 REAL +1y (RHS)

2000

Source: Intesa Sanpaolo elaborations on Istat and ECB data

The fall affects even the broadest
monetary aggregates

15
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- 1Y % change of GDP : Italy
- 1Y % change of M3-M1 +1y (RHS inv)

Source: Intesa Sanpaolo elaborations on Istat and ECB data
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ISP index of financial conditions for ltaly

We are developing an index of «broady financial conditions for Italy,which

aggregates not just indices of “market stress” but also indicators of the cost
and availability of credit.

In the past, a FCl in restrictive territory has always been followed by a recession
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Recession —FClstd (lhsinv) —GDP y/y% (rhf)
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Source: ISP elaborations on a wide set of indicators (sources: Istat, ECB, Bank of Italy, Refinitiv-Datastream)
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The peak in the impact could be seen in H1 2024

The effect on y/y % GDP growth persists even one year after the financial conditions
shock, with peaks recorded 5-6 quarters later. This result is consistent with the literature
and is in line with a recent Bank of Italy study which points out that the transmission
lag of a change in reference rates on growth is between 4 and 8 quarters.

Impact ony/y % GDP growth of a shock equal Impact on GDP growth of the deterioration in
to 1 std dev of ISP FCI (vs neutral scenario) the ISP FCI seen since the beginning of 2022
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The shock in the terms of frade is being reabsorbed

GDP vs TERMS OF TRADE
(Export deflator y/y — Import deflator y/y)

2000 2005 2010 2015 2020

— 1Y % change of GDP : ltaly
- 1Y % change of TERMS OF TRADE +1y (RHS)

Source: ISP elaborations on Istat data
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Households will spend less on energy than last year

Cost of energy spending for
the typical household (EUR)
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Note: the simulation assumes no change in volumes.

Source: Intesa Sanpaolo elaborations and forecasts on Istat

data, ARERA

Households’ purchasing power should return
to growth on a y/y basis starting from Q4 2023
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Source: Intesa Sanpaolo elaborations and forecasts on Istat data
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Even in case of uncomplete implementation, the
boost from NRRP could be significant in 2024-25

The time schedule of RRF-financed spending has been revised several times. In
2021-22 spending was lower than anficipated. The most recent update is as of
April, but most of expenditure expected in 2023 could be postponed to 2024-26.

RRF resources allocated (billions of euros), DEF GDP impact estimates
vs. NADEF comparison (April Fiscal Plan vs. (deviations from the baseline scenario in
September Update) terms of annual GDP growth rate)
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Source: Italian Government, ISP elaborations
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Total spending as of February 2023 was 25.7 EUR Bn

The last update on effective spending is as of February 2023 (just 1 Bn was spent in
the first 2 months of the year). Most of the implementation has regarded tax credits.
As 2023 could result disappointing, a significant acceleration is needed in 2024.

Excluding tax credits, total spending is 10.5 Bn Actual and planned spending
(6.4% of the Plan) (EUR Bn)
60
M1 19.2
50 48.8
M2 18.7 44.0
40.4
40
M3 33.8
M4 30
M5 20 17.317.7
Mé 10 57 5.6
1.6 1.2 1.2
Total %4 13.4 0 L M -
' 2020 2021 2022 2023 2024 2025 2026
m % Total  m% Total (ex tax credits) B Actual spending ®Spending plan
Note: Mission 1 = Digitalisation, Innovation, Competitiveness Source: Intesa Sanpaolo calculations on Corte dei Conti data

and Culture, Mission 2 = Green Revolution and Ecological
Transition, Mission 3 = Infrastructure for Sustainable Mobility,
Mission 4 = Education and Research, Mission 5 = Inclusion
and Cohesion, Mission é = Health. Source: Intesa Sanpaolo
calculations on Corte dei Conti data
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Compared to what has been planned to date, there
are more delays in investments than in reforms

The updated census of the Regis platform counts to date more than 178k projects
(45% concentrated in northern Italy) already launched or in the start-up phase, for
a total of EUR 117.5 billion (61% of RRF funds) of eligible costs.

Percentage of completion of measures in Percentage of completion of
regulatory reforms of the NRRP NRRP investment measures
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Source: Intesa Sanpaolo elaborations on Openpolis Source: Intesa Sanpaolo elaborations on Openpolis
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NRRP: 3rd and 4th instalment payments due by the
end of the year

B At the end of July, the European Commission gave a positive preliminary
assessment on the payment of the third instalment of the NRRP. From the
originally planned EUR 19bn, EUR 519.5M will be reduced as a result of the
shift of the target of new student housing from the 2nd half of 2022 to the
1st half of 2023. The third instalment of 18.5bn will be disbursed after the
opinion of the Economic and Financial Committee of the Council (within
four weeks after the Commission's green light).

B On 28 July 2023, the Commission gave a positive verdict on the request
to amend 10 of the 27 measures with a deadline by the end of the first
half of 2023. Following the modifications proposed by the Italian
government, the European executive concluded that the plan still
complies with the criteria set out in the Recovery Regulation and the
overall ambition is not affected by the modifications. The proposal will
also have 1o be approved by the European Council and the objectives
of the fourth tfranche will include the construction of 7,500 new student
beds in university housing. The amount of the payment to ltaly will
therefore rise to EUR 16.5bn.
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The revision of the ltalian NRRP

The revision of the National Plans is provided for in Regulation (EU) 2021/241,
which in Article 21 contemplates the possibility of amending or drafting a
new Plan for «objective circumstancesy. The request for amendment of the
Italian Plan is also in the preparation of the chapter dedicated to the
achievement of the REPower EU objectives, with a deadline of 31 August
2023. On the whole, the Italian government has submitted amendment
proposals for 144 investments and reforms, divided into three categories:

B formal changes regarding the description of measures and verification
mechanisms (in some cases reduction of quantitative targets or shifting of
implementation timeframes associated with individual objectives);

B reallocation of resources between measures within the same sector due 1o
the impossibility or high criticality of achieving certain targets (especially
physical targets such as high-speed interventions);

B exclusion and consequent defunding of entire measures (9 in total,
amounting fo EUR 15.9bn) with the transfer of their coverage to other
funding sources.

The proposed amendment also provides for the reinforcement (with
increased funds of EUR 900M) of the creche measure, which has been
penalised by rising raw material costs.
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The impact from NRRP should extend the “boom” in
investments seen in recent years

The increase in investments financed by the NRRP means higher capital stock,
which should have an impact on Italy’s potential GDP. Also, investment growth
has been very sustained already in recent years (little affected by NRRP).

...which remains true also considering just
investments in machinery and equipment

The capex recovery in ltaly was more
pronounced than in EZ peers...
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Note: Q4 2019=100. Note: Q4 2019=100.
Source: Eurostat, Intesa Sanpaolo calculations Source: Eurostat, Intesa Sanpaolo calculations
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The ltalian NRRP envisages 4 structural reforms

® Public Administration
— Horizontal Reforms ()

B Judicial System

W Rationalisation and simplification of legislation S
nabling

—

reforms (2)

B Promotion and protection of competition

+ Sectoral Reforms

+ Accompanying reforms!

(1) of fransversal interest to all the Missions of the Plan, consisting in structural innovations of the system, suitable for improving equity,
efficiency and competitiveness and, with them, the economic climate of the country;

(2) functional interventions to ensure the implementation of the Plan and, in general, to remove administrative, regulatory and
procedural obstacles that condition economic activities and the quality of the services provided;

(3) although not included in the scope of the actions envisaged in the Plan, they are intended to accompany its implementation,
confributing to achieving the objectives of social equity and improving the competitiveness of the production system (tax reform,
reform of social safety nets/labour market)
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The impact of the NRRP reforms on Italian GDP

In the government's initial estimates,
the potential growth rate in 2026 should rise by
0.3% due to the full implementation of reforms

1.4

Investment
Expenditure

Potential growth
rate (pre Covid-19)

Implementation of Potential growth
reforms rate (post NRRP)

Source: Intesa Sanpaolo elaborations on MEF data

Overall potential impact of NRRP reforms on GDP
(percentage deviations from
baseline GDP in levels)

m Education

m Labor mkt 10.1

mPA | 0.6 |
0.7

Justice
m Competition

2026

2030 Long Term

Note: estimates made using the QUEST-Ill R&D simulation
model. Source: Intesa Sanpaolo elaborations on Italian
government data
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Fiscal policy still supportive...

Impact of 2023 Budget bill measures on
disposable income deciles (%)
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Source: Bank of Italy
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From H2 the cut in the contribution wedge
will provide additional support
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...but the debt ratio should egde down further

The debt-to-GDP ratio should
continue to fall, albeit slowly

155.0 mGOV mISP
150.4
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Source: Intesa Sanpaolo forecasts, Italian Government
policy framework (DEF 2023)

G-i dynamics still
favourable in 2024-25

6
4
2 [
'l
0 J
(]
(]
- (]
(]
]
-4 ' .
) Nominal GDP
(]
-6 " Average cost of debt
-8 ,' = == GDP-cost of debt
(]
-10 !
2020 2021 2022 2023 2024 2025 2026

Source: DEF 2023

INTESA [ SNNPAOLO




The outlook will also depend on the reform of EU
fiscal governance...
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B Targets on debt and public deficit
confirmed at 60% and 3%.

B Country-specific approach: multi-
year plans based on net primary
expenditure.

B Medium term targets set on the basis
of Debt Sustainability Analysis.

B Anti backloading and minimum
adjustment clauses for countries with
high debt/deficit.

B The policy framework presented by
the Italian government in the 2023
DEF would be consistent with the
new rules.

B The required fiscal adjustment would
be moderately less restrictive than
the MTO.
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...which could mean more «flexibility» for Italy

Primary balance (% GDP)
under different fiscal rules
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Our macro projections for the ltalian economy

B We have recently revised our estimates for Italian GDP in the biennium 2023-24, to
1% on average, with downward risks.

B Uncertainty about the outlook for the cycle in 2024 is very high because there are
forces acting in opposite directions: in H1, the impact of monetary tfightening
should prevail; in H2, support will come from the rebound in households’
purchasing power (in a scenario of recovery for nominal incomes and falling
inflation), and from the acceleration in NRRP-funded spending.

B One of the supporting factors is the resilience of the labour market: despite the
recent slowdown in the cycle, unemployment has reached a new low since 2009,
at 7.4%; looking ahead, we believe the labour market can remain robust.

2023
1

2023
2

2023
3

2023
4

2024
1

2024
2

2022 2023f 2024f 2022 2022
3 4

GDP (constant prices) . . . . . . . . . .
0.3 -0.2 0.6 -0.4 0.5 0.1 0.2 0.2 0.3 0.4

- g/q change

Personal consumer spending 2.3 -1.8 0.8 0.0 0.3 0.2 0.3 0.3 0.4 0.3
Government consumption -0.3 0.4 1.3 -1.6 0.2 0.1 0.0 0.0 0.2 0.1
Fixed Investiments -0.3 1.2 0.4 -1.8 0.6 0.4 0.4 0.4 0.5 0.6
Imports 2.9 -2.6 -0.3 -0.4 0.2 0.8 0.8 0.7 0.6 0.6
Exports -0.3 2.1 -1.0 -0.4 0.5 0.7 0.7 0.7 0.8 0.8
Net exports (% of GDP) -1.0 1.6 -0.2 0.0 0.1 0.0 0.0 0.0 0.1 0.1
Final Domestic Demand (% of GDP) 1.2 -0.7 0.8 -0.7 0.4 0.2 0.2 0.3 0.4 0.3
CPI(y/y) 8.4 11.7 8.9 7.4 5.5 2.7 2.7 2.7 2.6 2.3
Unemployment (%) 8.0 7.9 7.9 7.6 7.7 7.9 7.9 8.0 8.1 8.1

Real Disposable Income (y/y)
Saving rate (%)
Current Account (% GDP)

Source: Intesa Sanpaolo — Macroeconomic Research INTESA nnn SPNB‘{OIO




For the I/, we expect a “soft landing” towards 0.5-0.6%

Our projections do not include, cautiously, an impact on GDP from the reforms of
the NRRP, but just from the increase in the capital stock financed by EU funds.

Annual GDP growth
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Source: Intesa Sanpaolo forecasts
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Important Information

Analyst Certification and Other Important Disclosures

The analysts drafting this report state that the opinions, forecasts, and estimates contained herein are the result of independent and subjective
evaluation of the data and information obtained and no part of their compensation has been, is, or will be directly or indirectly linked to the views
expressed.

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). Infesa 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. Infesa Sanpaolo S.p.A.
is authorised by the Banca d'ltalia and is regulated by the Financial Conduct Authority 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.

This report has been prepared solely for information purposes and is not infended 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 intended for use by, Companies which have suitable knowledge of financial
markets, which are exposed to the volatility of interest rates, exchange rates and commodity prices and which are capable of evaluating risks
independently.

Therefore, such materials may not be suitable for all investors and recipients are urged to seek the advice of their relationship manager/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 15a-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).

Intesa 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 Commaodities 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.

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 Intesa 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 technique, even partially, except with express written consent by Intesa Sanpaolo.

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

INTEM [ SNNPAOLO




29

Valuation Methodology

Comments on macroeconomic data are prepared based on macroeconomic and market news and data available via information providers such
as Bloomberg and Refinitiv-Datastream. Macroeconomic, exchange rates and interest rate forecasts are prepared by the Intesa Sanpaolo Research
Department, using dedicated econometric models. Forecasts are obtained using analyses of historical statistical data series made available by the
leading data providers and also on the basis of consensus data, taking account of appropriate connections between them.

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 internatfional practice, including those known
as Information Barriers, to restrict the flow of information, namely inside and/or confidential information, to prevent the misuse of such information
and to prevent any conflicts of interest 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 to manage interest and conflicts of interest — related to Articles 5 and 6 of the Commission
Delegated Regulation (EU) 2016/958 of 2 March 2016 supplementing Regulation (EU) No. 596/2014 of the European Parliament and of the Council
with regard to regulatory technical standards for the technical arrangements 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 insfruments, and their group companies, and referred to in research products produced by
analysts at Intesa Sanpaolo S.p.A. is available in the "Rules for Research " and in the extract of the "Corporate model on the management of inside
information and conflicts of interest" published on the website of Intesa Sanpaolo S.p.A., webpage
https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures. This documentation is available to the recipient of this research upon making
a written request to the Compliance Department, Intesa San Paolo 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.intesasanpaolo.com/en/research/ReqgulatoryDisclosures/archive-of-intesa-sanpaolo-group-s-conflicts-
of-interest. The conflicts of interest published on the internet site are updated to 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
Analysis, Via Romagnosi, 5 - 20121 Milan - [taly.

Intesa Sanpaolo acts as market maker in the wholesale markets for the government securities of the main European countries and also acts as
Government Bond Specidalist, or in 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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