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REVIEW OF
GROUP OPERATIONS

In a financial year where at least three of the four quarters were affected
by significant market turmoil and by structural reductions in interest rates, the
Mediobanca Group delivered a net profit of €604.5m, higher than the €589.8m,
due to a good performance by the banking activities (with gross operating profit
up 8.9%, from €423m to €460.5m) and principal investing (up 13.5%, from
€242.5m to €275.3m). Diversification of the Group’s funding sources enabled
revenues to remain stable at €2,046.6m, on a higher contribution from the retail
and consumer businesses of €1,116.9m (30/6/15: €1,008m), which absorbed the
reduction in wholesale banking (from €643.6m to €496.9m), this sector having
been hit harder by the substantial reduction in interest rates and lower business
volumes. The second distinguishing feature of the financial year under review
was the significant reduction in the cost of risk, down 21.4%, from €532.7m to
€418.9m, in consumer banking in particular, which, however, was offset by the
contributions made to the Bank Resolution Fund and the Deposit Guarantee
Scheme totalling €92m.

The main income items performed as follows:

— net interest income was up 5.6%, from €1,142.5m to €1,206.7m, confirming
the trends witnessed in recent quarters, with consumer credit up 12.9%
(from €694.1m to €783.7m), due to higher volumes and resilient margins,
and wholesale banking declining (from €217.5m to €177.9m) as a result of
the reduction in asset profitability, more pronounced than the trend in the
cost of funding;

— net treasury income totalled €133.1m (€207.1m), reflecting reduced
contributions from the banking book, of €17.1m (versus €75.5m last year,)
and from forex trading, of €18.5m (€59.9m), only in part offset by the
improvement in fixed-income trading (€36.8m, compared with a €22.2m
loss last year);

— net fee and commission income came in at €450.1m (including €8.9m
contributed by Cairn Capital for the second half-year), below the €471.8m
reported at end-June 2015, due to fees earned by wholesale banking
reducing from €219.2m to €259.3m, as a result of the less favourable market
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performance, and in those earned from consumer finance, from €147m to
€140.8m; worth mentioning is the improved performance by CheBancal,
with fees rising from €27.6m to €43.4m, reflecting the increase in indirect

funding (from €2,853m to €3,938m);

— profits earned by the equity-accounted companies rose from €224m to
€256.7m, due to the higher profits reported by Assicurazioni Generali.

Operating costs rose by 5.3%, from €847.2m to €891.9m, including approx.
€10m attributable to Cairn Capital, the increase being split equally between
labour costs (up 5.1%) and administrative expenses (up 5.4%) due to higher
volumes, in the retail and consumer businesses in particular, and to enhancement
of the central and governance systems (risk management, treasury, regulation).

Loan loss provisions were down 21.4%, from €532.7m to €418.9m, and
were made up as follows: €28.5m (€74.9m) in corporate and private banking,
where an approx. €20m writeback was reported following repayments; €377m
(€443.4m) in retail and consumer finance; and €13.4m (€15.3m) in leasing. The
reduction in the cost of risk, from 168 bps to 124 bps, reflects the widespread
improvement in the risk profile for corporates and households. Non-performing
loans decreased from €1,152.3m to €1,016.7m, due to lower additions as well
as repayments and disposals. The coverage ratio improved from 53% to 54%,
near the highest levels recorded during the three-year period; the coverage ratio
for performing loans also improved, from 0.8% to 1%, for consumer finance in
particular where the ratio increased from 1.3% to 2%.

Net gains on the securities portfolio of €124.2m (30/6/15: €125.6m) include
the gain realized on tendering the Group’s stake in Pirelli under the terms
of the takeover bid for the company (€87.7m), the sale of 3 million shares in
Assicurazioni Generali (€20m), plus other gains totalling €16.5m, split equally
between listed and unlisted equities; writedowns of €19.4m in respect of AFS
shares (€20.4m) involve as to €10,2m the charge taken on RCS MediaGroup and
at 31 December 2015 and as to €7m unlisted equities.

Other provisions and charges of €104.3m include a one-off contribution of
€57.3m to the Bank Resolution Fund for the measures taken in respect of Banca
delle Marche, Banca Popolare dell’Etruria, Cassa di Risparmio di Chieti and
Cassa di Risparmio di Ferrara; €28.2m in ordinary contributions to the same
fund for years 2015 and 2016 (in addition to the €13.5m set aside last year), and
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€6.4m in transfers made to the new Deposit Guarantee Scheme (DGS) for FY
2015 and 1H 2016.

Turning now to the individual areas of activity:

Corporate and private banking (CIB) reported a €134m net profit, down on
the €192.9m reported last year, with revenues down 17.7% due largely to the
reduced contribution from treasury income, on resilient loans and advances to
customers; loan loss provisions were also down, from €74.9m to €28.5m. Both
segments delivered lower earnings than last year: wholesale banking down from

€157m to €104.5m, and private banking down from €35.9m to €29.5m.

Retail and Consumer Banking (RCB) reflects a net profit of €178m, more
than twice the €80.4m reported last year, on higher revenues of €1,116.9m
(€1,008m) and lower loan loss provisions of €377m (€443.4m). Consumer credit
posted a net profit of €170.5m (€94m), with revenues up 9.9%, from €841.3m
to €924.5m, driven by 12.9% growth in net interest income, with costs virtually
unchanged and loan loss provisions declining from €423m to €360.4m despite
the higher volumes and enhanced provisioning for non-performing (65%) and
performing loans (2%). CheBanca!, in line with expectations, posted its first-
ever net profit for the twelve months, of €7.5m, boosted by strong top-line growth
(from €166.7m to €192.4m), driven by fees (which were up 57.2%, from €27.6m
to €43.4m) in connection with the growth in asset management, with costs flat

at €163.3m (€160.6m) and loan loss provisions down from €20.4m to €16.6m.

Principal Investing reported net profit up from €335.4m to €370.2m, due
to an increased contribution from Assicurazioni Generali of €255m (€223.9m);
gains realized on disposal totalling €119.8m include €20m from the sale of 3
million Assicurazioni Generali shares (0.22% of the company’s share capital).

The Corporate Centre (including leasing) reflects a loss of €77m, which
is higher than last year (30/6/15: €24.1m) because of the payments made to
the Bank Resolution Fund referred to above. Leasing operations show a net
profit of €4.6m (€3.3m), with revenues up from €55.2m to €54.6m and loan loss
provisions down from €15.3m to €13.4m.

Turning to the balance-sheet aggregates, total assets increased from €53.2bn
to €56.4bn, reflecting growth in loans and advances to customers, up 5.2% from
€32.9bn to €34.6bn (in all business segments), in AFS securities (from €8.1bn
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to €8.6bn), and in treasury assets (from €4.9bn to €5.5bn). At the same time
there were also increases in debt securities (from €19.7bn to €21.1bn) and retail
funding (from €9.6bn to €10.7bn). Assets under management in private banking
fell from €16.6bn to €16.5bn, due to the market effect, while the CheBanca!
component rose from €2.9bn to €3.9bn. The figures also include the assets
managed by Cairn Capital, €0.9bn of which in credit funds, €1.3bn in CLOs

issued and €5.9bn in assets managed under long-term advice.

The Group’s capital ratios as at 30 June 2016, based on the phase-in
regime and proposed dividend of €0.27 per share, remain at high levels and
comfortably above the regulatory limits: in particular, as a result of healthy
capital generation, the Common Equity Ratio rose from 11.98% to 12.08%
despite reflecting the reduction of part of the Assicurazioni Generali investment
(€1,285,8m) to comply with the regulatory concentration limit; while the total
capital ratio rose from 14.91% to 15.27%. The fully-phased ratios (i.e. with full
application of CRR - in particular the right to include the whole AFS reserve
in the CET1 calculation - and the Assicurazioni Generali investment weighted
at 370%) rise to 12.57% for the CET1 ratio and to 15.87% for the total capital

ratio respectively.

Significant events that took place during the twelve months include:

— further disposals from the Bank’s equity investment portfolio, in line with
the 2014-16 strategic plan which has seen sales totalling €1.5bn yielding
gains of almost €500m. In particular the investments in Pirelli (€215.4m)
and Edipower (€55.1m) were both sold during the year, while the process
of reducing the Assicurazioni Generali stake was launched, with 3 million
shares being sold for an amount of €59.4m), although the process has had to
be interrupted due to the adverse market conditions;

— finalization of the debt restructuring agreement for Burgo Group (pursuant to
Article 67 of Italian law 80/05, resulting in the previous exposure (€496.5m)
being converted into: 1) equity instruments worth €130.4m; ii) a €65.2m
convertible bond; and iii) a residual loan of €300.9m expiring in 2022.
As previously, the new instruments (which entail merely rights protecting
the creditors’ position) have been written off entirely against the existing
provisions;
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acquisition of a 51% stake in Cairn Capital Group Ltd, the London-based asset
management and credit advisory specialist. The purchase was completed on
31 December 2015 through the transfer of the 51% stake in return for payment
of a £23m; the terms of the agreement provide for put-and-call clauses over
the other 49% exercisable between 2018 and 2021, along with payment of
a possible earn-out on shares sold by the current management. Goodwill,
calculated based on 100% of the investment, totals €44.9m and is offset by a
€25.2m liability in respect of the deferred payment; Cairn Capital will start to
contribute to the Group’s earnings results starting from 1 January 2016;

execution of an agreement with Barclays Bank PLC for CheBanca! to acquire a
selected perimeter of Barclays” Retail Banking operations in Italy consisting of
85 branches, €2.5bn in mortgage loans, approx. €2.9bn in deposits and €2.9bn
in indirect funding, €2bn of which assets under management. The acquisition,
which was finalized on 26 August 2016, will enable CheBanca! to speed up
its growth significantly, doubling indirect funding and growing its customer
base (by 38% to reach 800,000). Strengthening Mediobanca’s role in the asset
management segment for private customers via CheBanca! is one of the key
points of the Group’s strategic plan, which is focused on allocating an increasing
share of capital to low capital absorption, high fee-generating activities;

transformation of Compass from financial services company to bank with
effect from 1 October 2015, under the name of Compass Banca;

streamlining of the leasing platform through subsidiaries Palladio Leasing
and Teleleasing being merged into their parent company SelmaBipiemme
Leasing (having acquired the 20% previously held by minority shareholder
Telecom Italia);

approval by the Board of Directors of the self-assessment process for
governing bodies required under the instructions issued by the Bank of Italy
on 11 January 2012, and the requirement of certain directors to qualify as
independent as defined by Article 148, para. 3 of Italian legislative decree
58/98 and by the Code of Conduct in respect of listed companies;

approval by the Board of Directors of the first Group Recovery Plan as
required by the Bank Recovery and Resolution Directive (“BRRD”; or
Directive 2014/59/EU);

the appointment of Philippe Dufournier (formerly Head of Global Finance
for the EMEA area in Nomura) as Head of Lending and Structured Finance
in the CIB area;
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— confirmation of Mediobanca’s ratings by Fitch at BBB+ with stable outlook
and by S&P’s at BBB-, again with stable outlook;

— conclusion of the stress test exercised carried out by the ECB in July 2016,
which showed, in the adverse scenario for 2018, an impact on CET1 of

just 94 basis points (compared to a banking system average of 380 bps);
the CET1 ratio as at December 2018, calculated using the phase-in rules,
currently stands at 11.46%, comfortably above the SREP minimum requisite

of 8.75%.

Developments in capital markets

Recourse by companies to the Italian capital market declined further in the
twelve months ended 30 June 2016, down €0.8bn, and at €6.4bn posted the
third lowest level seen in the past twenty years. Public tender offers showed
a marked recovery, reaching the highest level since 2007/08 (€6.1bn), with
dividends too up to €15.7bn (vs €14.9bn the previous year). The net flow of
funds to companies thus became even more pronounced, at €15.4bn, in line with

the trend witnessed since 2000/01 (with the exception of 2008/09):

(€m)
12 mths 12 mths 12 mths
to 30/6/14 to 30/6/15 to 30/6/16
Issues and placements of:°
convertible ordinary and savings shares 11,515 7,199 0,397
non-convertible preference and savings shares 19 — —
convertible and cum warrant bonds 16 6 —
Total 11,550 7,205 6,397
of which, for rights issues:*
par value 8,900 3,890 2,823
share premium 1,497 10,397 1,098 4,988 1,860 4,683
Dividends distributed 12,981 14,899 15,722
Public tender offers 455 549 6,067
Balance (1,880) (8,243) (15,392)

° Excluding placements restricted to professional investors.

* Excluding IPOs and other public offers (none were implemented during the years shown in the table), offers restricted to employees, and offers

without option rights.
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After six years in which fund-raising has been carried out primarily by banks,
this year industrial groups accounted for the lion’s share of the rights issues,
approx. four-fifths of the total indeed, with the share premium recovering further,
from 22% to 40%. Public tender offers improved again, albeit still at low levels, at
€1,664m (€1,305m). Issues reserved to staff members, generally as part of stock
option schemes, totalled €48m, reflecting a substantial reduction not just on the
all-time high recorded the previous year (€656m), but also on the €151m reported
the year before that, in 2013/14; the number of companies involved in these issues
followed a similar trend, down from 17 in 2014/15 to 11 this year. The most recent
convertible bond issues for significant amounts date back to 2010/11.

The growth in dividends last year continued in 2015/16, up 5%, from
€14.9bn to €15.7bn, the highest amount in the entire five-year period), with the
payout ratio stable at 51%. The recovery was particularly marked for banks (up
€1.6bn), while insurances paid out €0.5bn more in dividends and industrials
€1.2bn less. The banks’ share of the total dividends distributed rose from
14.8% to 23.1% and that of the insurances from 10.9% to 14.7%, with the
share accounted for by the industrials falling from 74.3% to 62.2%. Two listed
companies out of five failed to pay dividends, representing barely 7% of the
aggregate market capitalization (compared with 8% last year). Public tender
offers resulted in four companies being delisted (compared with three last year).

The net 2015 aggregate results posted by Italian companies listed at end-
June 2016 reflect combined earnings of €11.1bn (€8bn). The benefit deriving
from the banks returning to profits after four consecutive years of losses (posting
a net profit of €7bn in the twelve months, compared with a €4.5bn loss last year,
at a ROE of 4.5%) was only in part mitigated by the fall in profits reported by the
industrial companies (from €10.5bn to €1.6bn), with the insurance companies
consolidating the result posted twelve months previously (net profits up from

€2bn to €2.4bn).

The contributing factors in the banks’ performance included the slight
improvement in net revenues (up €2.2bn), lower loan loss provisions (down
€11.4bn) and writedowns to goodwill (down €1.9bn), these positive effects being
mitigated chiefly by the increase in overheads (up €2.2bn) and taxation (up
€1.9bn). In 2015 regulatory capital continued to strengthen, up 2.7%, which,
along with the 1.7% reduction in risk-weighted assets, drove an improvement in
the total capital ratio, from 14.5% to 15.1%.
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Leverage, expressed in terms of the ratio between total assets and tangible
net equity (excluding the so-called Tremonti bonds) also fell from 18.5x to 17.2x
(compared with an average for the leading European banking groups of approx.
19.9x, down from 22.5x the previous year).

The insurance companies’ profits for the twelve months improved from €2bn
to €2.4bn (ROE up from 6.9% to 8.3%). The higher net revenues from non-
insurance business, up €1.1bn, together with the increase in other business
(up €0.4bn), offset the €0.3bn increase in operating costs the €0.2bn rise in net
claims, the weaker balance of sundry insurance business (down €0.3bn), and

the harsher tax burden (€0.2bn).

Industrial groups recorded a sharp reduction in operating profit, from
€10.5bn to €1.6bn, with ROE down from 5.5% to 0.8%. The decline in valude
added (down €9.2bn) and net extraordinary income (down €2.8bn) was mitigated
only slightly by the reduction in income tax (down €1.7bn) and labour costs
(€1.2bn), along with the higher gains on disposals (up €0.9bn).

The profits earned by the companies included in the STAR segment
increased further, from €lbn to €1.2bn (ROE up from 9.7% to 11.2%).
The industrial companies’ aggregate net equity showed a slight, 1% increase,
which, along with the 2% reduction in borrowings, led to a lower debt/equity
ratio than in 2014, at 108% (112%).

The Mediobanca share price index showed a sharp decline during the twelve
months, losing 28% (25% in the total return version), driven in particular by
banks (which lost 58%), with the industrials also falling (by 9%) but by much
less than the market average; while the decrease reported by the insurance
companies was around the 35% mark. The average daily value of stocks traded
on the MTA in the twelve months ended 30 June 2016 showed an approx. 11%
reduction on the previous year, down from €3.1bn to €2.8bn per session. The
free float also declined, from 61% to 59%, as did the turnover ratio (from 19% to
16%), while volatility rose from 1.9% to 2.2%. The contraction in share prices
was in part offset by the recovery seen since end-June, the index having gained
around 8% up until 8 September 2016, chiefly due to the upturn in the banking
index (which has put on 22% since the balance-sheet date).
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In the twelve months ended 1 April 2016, the reduction in share prices
which affected all western markets with the excepton of the United States
was reflected in the changes recorded in the dividend yields and also, albeit
to a lesser extent, in the price/earnings ratios. The indexes generally showed
increases, in some cases significant:

Price/dividend (%) Price/carnings (%)

2014 2015 2014 2015
Benelux ** 2.7 3.1 4.0 4.6
France * 2.4 2.7 4.2 5.2
Germany * 2.2 2.1 4.1 5.0
Ttaly * 2.4 3.3 4.2 5.5
United Kingdom * 3.0 3.1 4.8 4.6
United States * 2.2 2.6 5.0 4.6
Switzerland ** 2.8 3.4 4.8 4.1

*  Top 50 profitable, dividend-paying companies by market capitalization.

#%  Top 20 profitable, dividend-paying companies by market capitalization.

NB: Median indicators based on share prices at 1 April 2016 The changes in prices on the principal stock markets between 1 April 2015 and 1
April 2016 were as follows (indexes used are in brackets): Italy down 20.8% (Mediobanca MTA), Switzerland down 15.9% (SMI), Netherlands
down 11.3% (AEX), Germany down 18% (CDAX), United States up 0.6% (S&P 500), Belgium down 10.8% (BAS), France down 13.4% (SBF
250), United Kingdom down 8.2% (FTSE All-Share).

Assets managed by mutual funds incorporated under Italian law (including
funds of funds, closed and hedge funds) continued their increase in AUM,
which in June 2016 totalled €231.5bn (€228.7bn one year previously): the net
inflow of €8.6bn was in part offset by the €5.8bn operating loss posted for the
twelve months. Roundtrip funds continue to see their assets increase, and like
the Italian UCITS, were helped by subscriptions outweighing redemptions by
an amount in the region of €25bn, despite a €9.5bn operating loss. As at end-
June 2016 assets managed by such funds had risen in the twelve months from

€315.4bn to €330.9bn.

The aggregate market capitalization of listed companies at 30 June 2016
totalled €407bn, compared with €536bn twelve months previously, with the
free float increasing from €329bn to €241bn; the €129bn increase, net of rights
issues and changes to the stock market composition, is due largely to changes
in market prices.

k sk ook
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The Italian consumer credit market resumed double-digit growth levels
in 2015, up 13.9% on 2014 for a total of €52.3bn in finance.

The upward trend continued in the first five months of 2016, with even
more pronounced growth in this sector, of 20.3%. The aggregate data reflect
growth in all product segments, with reference in particular to automotive
financing (cars and motorbikes (up 27%), in line with the trend in new car
registrations to private individuals (up 25%), and personal loans (up 17%).
Special purpose loans also show healthy growth, of 12%, as did salary-/
pension-backed finance (of 11%). Credit cards were up 24%, but the result
was far less impressive in the instalment segment (up just 1%).

2012 2013 2014 2015 1H 2016

€m Yo €m Yo €m % €m Y% €m Yo
Vehicle credit 9,934  20.7 9,333 20.5 10,047  21.6 11,805 22.6 10,662 34.3
Personal loans 17,131  35.6 15,367  33.9 15,280 328 17,570  33.6 7.351 23.6
Specific purpose loans 3.878 8.1 3,690 8.1 3,571 7.7 3,931 7.5 2,012 0.5
Credit cards 13,064 27.2 12,788  28.1 13,463 28.8 14,474 277 8,420 27.1
Salary-backed finance 4,067 8.4 4,254 9.4 4,226 9.1 4,484 8.6 2,654 8.5

48,074 100.0 45,432 100.0 46,587 100.0 52,264 100.0 31,099 100.0

Source: Assofin.

The Italian real estate market in 2015 saw the growth trend which
started the previous year continue, with the number of properties sold up
6.6%, from 421,000 to 449,000, albeit still below the high recorded in 2007
when 877,000 properties changed hands. However, the growth reported in
1Q 2016 was even higher, with the number of residential house purchases
up over 20% on the same period the previous year (from 95,000 to 115,000).

With over €41bn in mortgages disbursed in 2015, the healthy trend
in domestic mortgage lending for residential properties shown in 2014
continued (when over €24b was granted). This performance was driven by
the significant and strongly-growing phenomenon of borrowers changing
their mortgage lender, which Assofin sources suggest accounts for over 25%
of the total financed.
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The Italian leasing market in 2015 saw the positive trend recorded in 2014
continue. Over 371,000 new leases were executed, an increase of 13.1%, for
a total value of €17.1bn, up 5.5% on 2014. In the first six months of 2016 the
leasing market continued to grow, too, with 200,000 contracts and approx. €9bn
financed; this represents year-on-year growth of 18.4% in quantity and 13.1%
in value terms.

New loans 2012 2013 2014 2015 1H 2016

€m % €m % €m %o €m Y% €m Y%
Vehicles 4,855 29.1 4,568 31.7 5310  33.2 6,256  36.6 3,518 39.2
Core goods 7,829 47.0 6,741 46.7 6,381  40.0 6,660 38.9 3,506 39.0
Property 3,587  21.6 2,939 204 4,064 25.5 3,874 226 1,760 19.6
Yachts 385 2.3 179 1.2 207 1.3 322 1.9 194 2.2

16,656 100.0 14,427 100.0 15,962 100.0 17,112 100.0 8,978 100.0

Source: Assilea.
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Consolidated financial statements”

The consolidated profit and loss account and balance sheet have been

restated — including by business area — in the usual way, in order to provide the

most accurate reflection of the Group’s operations. The results are also presented

in the format recommended by the Bank of Italy as an annex, along with further

details on how the various items have been restated.

CONSOLIDATED PROFIT AND LOSS ACCOUNT

(€m)
12 mths ended 12 mths ended Chg. (%)
30/6/15 30/6/16

Profit-and-loss data
Net interest income 1.142.5 1,206.7 5.6
Treasury income 207.1 133.1 -35.7
Net fee and commission income 471.8 450.1 -4.6
Equity-accounted companies 224.0 256.7 14.6
Total income 2,045.4 2,046.6 0.1
Labour costs (419.3) (440.8) 5.1
Administrative expenses (427.9) (451.1) 5.4
Operating costs (847.2) (891.9) 5.3
Gains (losses) on AFS, HTM and L&R 125.6 124.2 -1.1
Loan loss provisions (532.7) (418.9) -21.4
Provisions for financial assets (20.4) (19.4) -4.9
Other profits (losses) (13.6) (104.3) n.m.
Profit before tax 757.1 736.3 -2.7
Tncome tax for the period (164.2) (128.7) -21.6
Minority interest (3.1) (3.1) n.m.
Net profit 589.8 604.5 2.5
Gross operating profit from banking activities ' 423.0 460.5 8.9

! Gross operating profit from banking activities: total income less operating costs and loan loss provisions net of the contribution from Principal

Investing (PI).

* For a description of the methods by which the data has been restated, see also the section entitled “Significant accounting policies”.
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RESTATED BALANCE SHEET

(€m)

30/6/15 30/6/16
Assets

Treasury funds 4,920.3 5,517.1
AFS securities 8,063.1 8,639.4
of which: fixed-income 6,950.5 7,725.1
equities 1,081.1 859.3
Fixed financial assets (HTM & LR) 1,793.9 2,165.2
Loans and advances to customers 32.889.6 34,592.7
Equity investments 3,411.4 3,193.3
Tangible and intangible assets 718.9 757.8
Other assets 1,411.9 1,484.6
of which: tax assets 954.2 988.7
Total assets 53,200.1 56,350.1

Liabilities and net equity
Funding 42,711.3 45,933.8
of which: debt securities in issue 19,671.1 21,088.4.
retail deposits 9,634.8 10,724.0
Other liabilities 1,446.1 1,314.2
of which: tax liabilities 625.0 573.0
Provisions 184.6 180.3
Net equity 8,277.3 8,317.3
of which: share capital 433.6 435.5
reserves 7,735.7 7,792.6
minority interest 108.0 89.2
Profit for the period 589.8 604.5
Total liabilities and net equity 53,209.1 56.350.1
Tier 1 capital 7.137.5 6,504.8
Regulatory capital 8,882.6 8,227.2
Tier 1 capital/risk-weighted assets 11.98% 12.08%
Regulatory capital/risk-weighted assets 14.91% 15.27%
No. of shares in issue (millions) 867.2 871.0
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BALANCE-SHEET/PROFIT-AND-LOSS DATA BY DIVISION

(€m)
30/6/16 Corporate Principal Retail &  Corporate Group
& Private Investing Consumer Centre
Banking Banking
Profit-and-loss data
Net interest income 215.3 — 932.7 53.0 1.206.7
Treasury income 112.9 29.2 — 0.1) 133.1
Net fee and commission income 310.4 — 184.2 11.2 450.1
Equity-accounted companies — 255.0 — — 256.7
Total income 638.6 284.2 1,116.9 64.1 2,046.6
Labour costs (235.7) (7.5) (168.3) (29.2) (440.8)
Administrative expenses (172.1) (1.4) (291.3) (38.7) (451.1)
Operating costs (407.8) (8.9) (459.6) (67.9) (891.9)
Gain (losses) on disposal of AFS shares 4.5 119.8 — — 124.2
Loan loss provisions (28.5) — (377.0) (13.4) (418.9)
Provisions for financial assets (1.8) (17.9) — — (19.4)
Other profits (losses) (5.4) — 8.1) 92.3) (104.3)
Profit before tax 199.6 377.2 272.2 (109.5) 736.3
Income tax for the period (65.6) (7.0) (94.2) 35.6 (128.7)
Minority interest — — — (3.1) 3.1)
Net profit 134.0 370.2 178.0 (77.0) 604.5
Cost/Income ratio (%) 63.9 3.1 41.1 105.9 43.6
Balance-sheet figures
Treasury funds 6,0601.5 — 9,388.5 69.6 5,517.1
AFS securities 7,669.9 851.9 542.5 — 8,639.4
Fixed financial assets (HTM & LR) 4,958.9 — 0.8 — 2,165.2
Equity investments — 3,096.6 — — 3,193.3
Loans and advances to customers 26,398.0 — 16,893.1 2,494.5 34,592.7
of which: to Group companies 10,707.5 n.m. n.m. n.m. n.m.
Funding (42,585.0) — (222038  (2.508.2)  (45,933.8)
Risk-weighted assets 31,163.2 6,572.5 13,893.6 2,232.3 53,861.6
No. of staff 1,120 * — 2,593 462 4,036

* Includes 139 staff employed by Banca Esperia pro-forma, not included in the Group total.

Notes:
1 Divisions comprise:

— CIB (Corporate and Private Banking): wholesale banking (WSB), which includes lending, structured finance and investment banking activity,
and private banking (PB) which in turn includes Compagnie Monégasque de Banque, Spafid and Cairn Capital Group, plus 50% of Banca

Esperia pro forma;

— Principal Investing: brings together all equity investments in associates (IAS 28) and AFS assets;
— Retail and Consumer Banking: consumer credit and retail banking activities; the division includes Compass, Futuro, Compass RE, Creditech

and CheBancal;

— Corporate Centre: brings together the other Group companies (including leasing) and certain centralized Group costs (including in respect of

the Board of Directors).

2 Sum of divisional data differs from Group total due to:
— Banca Esperia being consolidated pro-rata (50%) rather than equity-accounted;

— adjustments/differences arising on consolidation between business areas (€0,7m and minus €5.2m as at 30/6/16 and 30/6/15 respectively).
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(€m)

30/6/15 Corporate Principal Retail &  Corporate Group
& Private Investing Consumer Centre
Banking Banking

Profit-and-loss data
Net interest income 251.2 — 833.2 54.9 1,142.5
Treasury income 181.9 29.6 0.2 0.1) 207.1
Net fee and commission income 342.9 — 174.6 8.8 471.8
Equity-accounted companies — 2239 — — 224.0
Total income 776.0 253.5 1,008.0 63.6 2,045.4
Labour costs (230.3) 9.0) (157.6) (31.9) (419.3)
Administrative expenses (154.8) (2.0) (290.6) (25.0) (427.9)
Operating costs (385.1) (11.0) (448.2) (56.9) (847.2)
Gain (losses) on disposal of AFS shares 2.6 123.4 — — 125.6
Loan loss provisions (74.9) — (443.4) (15.3) (532.7)
Provisions for financial assets 0.4 (20.8) — — (20.4)
Other profits (losses) 2.7) — — (13.5) (13.6)
Profit before tax 316.3 345.1 116.4 (22.1) 757.1
Income tax for the period (123.4) 9.7) (36.0) 1.1 (164.2)
Minority interest — — — (3.1) 3.1)
Net profit 192.9 335.4 80.4 (24.1) 589.8
Cost/Income ratio (%) 49.6 4.3 44.5 89.5 41.4
Balance-sheet figures
Treasury funds 5,090.4 13.9 7,248.8 138.7 4,920.3
AFS securities 6,603.7 1,071.5 700.1 — 8,063.1
Fixed financial assets (HTM & LR) 5,133.7 —_ 1.264.5 —_ 1.793.9
Equity investments — 3,318.1 — — 34114
Loans and advances to customers 25,121.0 — 15,512.1 2,760.8 32.,889.6

of which: to Group companies 10,015.2 n.m. n.m. n.m. n.m.
Funding (39,033.5) — (237309  (2794.3) (42,711.3)
Risk-weighted assets 33,375.6 11,672.2 12,159.7 2,369.6 59,577.1
No. of staff 1,034 * — 2,481 409 3,790

* Includes 134 staff employed by Banca Esperia pro-forma, not included in the Group total.

Review of Group Operations | 27



Balance sheet

The main balance-sheet items, of which Mediobanca S.p.A. contributes
approx. 50%, showed the following trends for the twelve months under review
(comparative data as at 30 June 2015):

Funding — this item rose from €42.7bn to €45.9bn, due chiefly to debt securities
(up from €19.7bn to €21.1bn) and higher CheBanca! retail deposits (up from
€9.6bn to €10.7bn). New bonds worth €3.5bn were issued during the twelve
months (€0.5bn of which subordinate Lower Tier 2, and approx. €0.7bn covered
bond), against expiries and buybacks totalling €2.9bn and new commercial
paper worth €0.9bn. CheBanca! retail deposits returned to growth in the period,
despite the transformation from direct to indirect funding. Recourse to the ECB
funding channel was basically stable, with the new Target-LTRO 2 programme
being activated (involving an amount of some €1.1bn), and the previous
programme being repaid as to €1.6bn.

30/6/15 30/6/16 Chg.

(€m) % (€m) %
Debt securities 19,671.1 46% 21,088.4 46% 7.2%
CheBanca! retail funding 9,634.8 23% 10,724.0 23% 11.3%
Interbank funds 3,836.5 9% 4,393.6 10% 14.5%
T-LTRO/LTRO 5,478.0 13% 5,011.0 11% -8.5%
Other funds 4,090.9 9% 4,716.8 10% 15.3%
Total funding 42,711.3  100% 45,933.8 100% 7.5%

Loans and advances to customers — loans and advances to customers rose
by 5.2%, with all segments growing: despite lower margins, wholesale banking
saw loans increase 3.1% (from €13.7bn to €14.1bn), on new loans of €6.6bn
against repayments totalling €6.2bn (€2.4bn of which early); consumer finance
was up 8.8% (from €10.9bn to €11.9bn, on new loans totalling €6.4bn), helped
by the growing contribution from the factoring business (€493.8m against
€157.8m); retail banking (loans up 9.1%, from €4.6bn to €5bn) shows new
business of €1.1bn, in line with the upturn in the domestic Italian mortgage
market in part offset by higher subrogations; while loans in private banking
were up 17.6%, from €912.4m to €1,072.6m; only leasing saw loans reduce (by
9.7%, from €2.8bn to €2.5bn), due to greater selectivity in granting new loans.
Non-performing loans decreased in all areas, down 11.8%, from €1,152.3bn
to €1,016.7m, in particular in consumer finance (down 15.2%) and leasing
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(down 14.7%). NPLs now account for just 2.9% (3.5%) of the total loan book,
on a coverage ratio which rose to 54% (53%). Bad debts of €255m (€258.9m)
represent 0.74% (0.79%) of the total loan book.

30/6/15 30/6/16 Chg.

(€m) % (€m) %
Wholesale banking 13,704.4 42% 14,134.3 41% 3.1%
Private banking 912.4 3% 1,072.6 3% 17.6%
Consumer 10,906.3 33% 11,866.2 34% 8.8%
of which: Creditech 524.5 2% 871.0 3% 60.1%
Retail banking 4,605.8 14% 5,025.4 15% 9.1%
Leasing 2,760.7 8% 2,494.2 7% -9.7%
Total loans and advances to customers 32,889.6 100% 34,592.7 100% 5.2%
30/6/15 30/6/16 Chg.

(€m) % (€m) %
Wholesale banking 426.8 37% 379.0 37% -11.2%
Private banking 3.2 — 2.8 — -12.5%
Consumer 302.4 27% 256.3 25% -15.2%
Retail banking 150.1 13% 148.5 15% -1.1%
Leasing 269.8 23% 230.1 23% -14.7%
Total net non performing loans 1,152.3 100% 1,016.7 100% -11.8%
- of which: bad loans 258.9 255.0 -1.5%

Equity investments — these fell from €3,411.4m to €3,193.3m due to
Assicurazioni Generali. Equity-accounting for this investment in particular
involved booking profits for the period totalling €255m, virtually all of which
was adjusted by dividends collected (€146m), valuation reserves down €236.2m,
plus other downward asset adjustments totalling €41.6m (mostly due to the sale
of BSI). A total of 3,381,604 Assicurazioni Generali shares, or 0.22% of its share
capital, were also sold during the period at a price of €17.7 per share, generating
a gain of €20m. The sales were suspended following the sharp reductions in stock
market prices, which took the shares to far below their book value of €15.25. The
impairment test confirmed that the net present value of the investment is higher
than its book value, meaning that no writedowns are necessary.

The book value of the 50% stake in Banca Esperia rose from €93.3m to

€96.7m, following €1.8m in profits for the period and a €1.7m increase in the
valuation reserves.
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The Fidia investment was also written off, with a total of €0.5m collected
during the final liquidation, and a further €1m was collected from Athena PE,
also in connection with the fund’s liquidation process.

Y share capital 30/6/15 30/6/16
Assicurazioni Generali 13.0 3,311.7 3,091.8
Banca Esperia 50.0 93.3 96.7
Burgo Group 22.13 — —
Fidia 25.0 0.5 —
Athena Private Equity 24.27 5.9 4.8
Total Investments 3,411.4 3,193.3

Based on stock market prices as at 30 June 2016, the Assicurazioni Generali
investment has a market value of €2,138.6m, while at current prices its worth

1s €2,365.7m.

Fixed financial assets — these rose from €1,793.9m to €2,165.2m, due to the
increase in the position in Italian and non-Italian (Eurozone) securities made in
the third quarter. In the twelve months under review there were purchases of just
over €1bn and redemptions totalling €636m, for the most part involving bonds
by corporate and financial issuers. This portfolio showed an unrealized gain

which, at the balance-sheet date, had fallen from €108.2m to €100m.

30/6/15 30/6/16 Chg.

(€m) % (€m) %
Financial assets held to maturity 1.311.7 73% 1,975.4 91% 50.6%
Unlisted debt securities (stated at cost) 482.2 27% 189.8 9% -60.6%
Total fixed financial assets 1,793.9 100% 2,165.2 100% 20.7%
30/6/15 30/6/16 Chg.

Book value Y% Book value Yo
Italian government securities 358.1 20% 704.7 33% n.m.
Foreign government bonds — — 410.4 19% n.m.
Other government securities 697.9 39% 482.7 22% -30.8%
- of which: Italian 335.1 19% 288.3 13% -14.0%
Corporate bonds 7379 41% 567.4 26% -23.1%
Total debt securities 1,793.9 100% 2,165.2 100% 20.7%
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AFS securities — this portfolio grew from €8,063.1m to €8,639.4m, in the fixed-
income segment in particular (which rose from €6,950.5m to €7,725.1m) following
an increase in Eurozone government securities with the trading book being
trimmed. Conversely sales of equities continued, which declined accordingly
from €1,081.1m to €859.3m. Other securities held here include the stock units
subscribed for by CheBanca! and Compagnie Monégasque de Banque, Yellow
Sicav (€20.3m) and CMB Global Lux Sicav (€19.5m) respectively, as part of
their asset management product offering to clients.

30/6/15 30/6/16 Chg.
(€m) % (€m) %
Debt securities 6,950.5 86% 7,725.1 89% 11.1%
Equities 1,081.1 14% 859.3 10% -20.5%
Others 31.5 — 55.0 1% 74.6%
Total AFS securities 8,063.1 100% 8,639.4 100% 7.1%

On the fixed-income side there were purchases of €2,093.9m, redemptions
totalling €914.1m and sales of €462.9m, yielding an €11.6m net profit.
The increases involved approx. €570m in German Bund, €155m in Spanish
Bonos and approx. €165m in US Treasury bills.

30/6/15 30/6/16
Book Value Yo Total AFS Book Value Yo Total AFS
reserve reserve
Italian government securities 4,484.8 65% 73.9 4,386.4 57% 89.8
Other government securities 636.7 9% 1.7) 1,572.3 20% 16.1
Financial bonds 1,250.4 18% 40.0 1,173.9 15% 33.4
- of which: Italian 673.6 10% 21.5 732.8 9% 23.2
Corporate bonds 578.6 8% 25.3 592.5 8% 24.2
Total debt securities 6,950.5 100% 137.5 7,725.1 100% 163.5

On the equity side the following stakes were sold: Pirelli (€215.4m); Edipower
(€55.1m); other minor listed investments (€13.6m). A net €43.1m was invested
in funds, including those relating to Cairn Capital (€61.6m). Overall gains of
€104.2m were recorded (€87.7m in respect of the Pirelli stake). Writedowns
of €17.9m were charged, chiefly the adjustments made to the interim accounts
for the 6% stake in RCS MediaGroup (€10.2m), the 14.3% interest in Bisazza
(€2.7m) and the Clessidra I fund holdings (€2.6m). Recognizing the portfolio at
its fair value at the reporting date led to a €43.5m increase in book value.
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30/6/15 30/6/16

Book value % ord. Total AFS  Book value % ord. Total AFS

reserve reserve

Atlantia\Sintonia 495.7 2.7 192.8 500.4 2.7 198.4
Pirelli & C. 2174 3.0 89.7 — — —
Italmobiliare 54.1 9.5 19.6 66.5 9.5 31.9
RCS MediaGroup 36.9 6.2 6.5 26.2 6.2 6.0
Other listed companies 38.3 — 11.1 48.2 — 27.7
Edipower 55.1 5.1 — — — —
Other unlisted companies 183.6 — 39.7 217.9 — 29.1
Total equities 1,081.1 359.4 859.2 293.1

The valuation reserve declined from €496.9m to €456.6m, following
reversals to the profit and loss account in respect of disposals and writedowns
totalling €125m; €264m involves listed shares, €29.1m unlisted shares, €89.8m
Italian government securities, and €73.7m other securities and bonds.

Treasury assets — the growth in this item, from €4,920.3m to €5,517.1m, reflects
the increase in funding chiefly deployed in money market assets (which were up
€1,488m). The €1,739.5m reduction in debt securities primarily involved bonds
by financial and corporate issuers, replaced by new banking book investments.

Conversely, the position in equities increased, by €648.5m, due to short-term

trades with customers.

30/6/15 30/6/16 Chg.
(€m) % (€m) %
Debt securities 2931.7 60% 1,192.2 22% -59.3%
Equities 879.6 18% 1,528.1 28% 73.7%
Derivative contract valuations (571.5) -12% (371.7) -T% -35.0%
Stock lending 81.1 2% 561.0 10% n.m.
Others (cash, repos, time deposits) 1,599.4 32% 2,607.5 47% 63.0%
Total net treasury assets 4,920.3 100% 5,517.1 100% 12.1%
30/6/15 30/6/16
Book Value 4 Book Value 4
Ttalian government securities 207.4 7% 36.9 3%
German government securities 554.2 19% 160.4 13%
Other government securities 145.6 5% -84.3 -1%
Financial bonds 1,436.3 49% 885.1 74%
- of which: Italian 633.9 22% 374.1 31%
Corporate bonds 588.2 20% 194.1 16%
Total debt securities 2,931.7 100% 1,192.2 100%
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Tangible and intangible assets — the increase in this item, from €718.9m
to €757.8m, chiefly reflects goodwill of €44.9m being booked in respect of the
acquisition of 51% of Cairn Capital. This amount refers to 100% of the company
and is offset by a €25.2m liability relating to the potential outlay in order to
acquire the remaining share under the terms of the put-and-call agreements.
The change versus the figure reported at 31 December 2015 involves exchange
rate adjustments as well as a slight price adjustment. The heading also includes
collection of properties under certain leasing contracts (€2.1m), plus depreciation
charges for the year (€20.5m). Goodwill totalled €416.7m: €365.9m of which in
relation to consumer finance (i.e. the acquisition of Linea); €5.9m in relation to
fiduciary administration and corporate services provided by Spafid (following
the allocation of €3.2m to intangible assets); and €44.9m in relation to Cairn
Capital. All items passed the impairment test successfully.

30/6/15 30/6/16 Chg.

(€m) % (€m) %
Land and properties 265.0 37% 262.9 35% -0.8%
- of which: core 192.1 27% 1934 26% 0.7%
Other tangible assets 43.5 6% 41.9 6% -3.7%
Goodwill 374.1 52% 416.7 55% 11.4%
Other intangible assets 36.3 5% 36.3 4% —
Total tangible and intangible assets 718.9 100% 757.8 100% 5.4%

An updated list of the properties owned by the Group is provided below:

Squ. m Book value Book value
(€m) per squ. m
(€'000)

Milan:
— Piazzetta Enrico Cuccia 1 6,874 15.5 2.3
— Via Filodrammatici 3, 5, 7 - Piazzetta Bossi 1 11,093 59.4 5.4
— Piazza Paolo Ferrari 6 1,967 5.2 2.6
— Foro Buonaparte 10 3,918 8.6 2.2
— Via Siusi 1-7 22,608 28.4 1.3
Rome * 1,790 8.4 4.7
Vicenza 4,239 5.4 1.3
Luxembourg 442 4.1 9.3
Principato di Monaco 4,576 57.7 12.6
Other minor properties 2,950 0.7 0.2

60,457 193.4

* The Piazza di Spagna property, carried at a book value of €25.9m, is used only in part Mediobanca and has therefore not been included among
the core assets.
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Provisions — these fell from €184.6m to €180.3m, on withdrawals totalling
€15.9m (chiefly in wholesale banking) and provisions amounting to €7.5m
(principally in private banking and consumer finance).

30/6/15 30/6/16 Chg.

(€m) Yo (€m) 4
Provisions for risks and charges 157.9 86% 151.3 84% -4.2%
Staff severance indemnity provision 26.7 14% 29.0 16% 8.6%
of which: staff severance provision discount 0.4 — 24 — n.m.
Total provisions 184.6 100% 180.3 100% -2.3%

The provision for risks and charges serves largely to cover possible
indemnities payable as a result of the litigation pending which involves
Mediobanca and the other Group companies.

Net equity — the €73.6m, or 0.8%, increase in this item reflects the profit for
the year (€604.5m) net of the 2015 dividend (€212.9m) and the reduction in
the valuation reserve (€290.5m, €235.1m of which due to the effect of the lower
valuation reserves for the equity-accounted companies). The share capital rose
from €433.6m to €435.5m, following the exercise of 1,382,500 stock options
and the award of 2,439,833 performance shares to staff members worth a total of
€10.3m, including the share premium.

(€m)

30/6/15 30/6/16 Chg.

Share capital 433.6 435.5 0.4%
Other reserves 6,300.1 6,647.6 5.5%
Valuation reserves 1.435.5 1.145.0 -20.2%
- of which: AFS securities 432.6 382.9 -11.5%
cash flow hedges (19.8) (16.4) -17.2%

equity investments 1,014.3 779.2 -23.2%

Profit for the period 589.8 604.5 2%
Total Group net equity 8,759.0 8,832.6 0.8%

Of the AFS reserve, €293.2m involves equities, and €167.4m bonds and

(including €89.8m in ltalian government securities), net of the €77.7m tax effect.
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(€m)

30/6/15 30/6/16 Chg.

Equities 359.4 293.2 -18.4%
Bonds and other debt securities 145.2 167.4 15.3%
- of which: Italian 73.9 89.8 21.5%
Tax effect (72.0) (77.7) 7.9%
Total AFS reserve 432.6 382.9 -11.5%

Profit and loss account

Net interest income — despite the sharp reduction of market interest rates, net
interest income was up 5.6%, from €1,142.5m to €1,206.7m, confirming the trend
witnessed in recent quarters, in terms of amount (approx. €300m per quarter) and
contribution: with consumer credit up 12.9%, retail operations up 7.1%) and private
banking up 11%, which safeguarded margins from the effects of the reduction in
funding. Net interest income from wholesale banking declined significantly, by
18.2%, as this sector is more exposed to unfavourable asset repricing.

(€m)
12 mths ended 12 mths ended Chg.
30/6/15 30/6/16

Wholesale banking 217.5 1779 -18.2%
Private banking 33.7 374 11.0%
Consumer 694.1 783.7 12.9%
Retail banking 139.1 149.0 7.1%
Others (including intercompany accounts) 58.1 58.7 1.0%
Net interest income 1,142.5 1,206.7 5.6%

Net treasury income — net treasury income declined from €207.1m to €133.1m,
reflecting reduced contributions from forex trading, of €18.5m ( €59.9m), and
the banking book, of €17.1m (€75.5m); the contribution from equity trading also
fell, from €64.3m to €31.5m. Conversely, the result from fixed-income trading
improved considerably, from a €22.2m loeess last year to a €36.8m profit in the
twelve months under review.

(€m)
12 mths ended 12 mths ended Chg.

30/6/15 30/6/16
Dividends 29.6 29.2 -1.4%
Fixed-income trading profit 113.2 72.4 -36.0%
Equity trading profit 64.3 31.5 -51.0%
Net trading income 207.1 133.1 -35.7%
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Net fee and commission income — the 4.6% reduction in this item reflects
the reduced contribution from wholesale banking in particular, down 15.5%
due to lower fees from capital markets activities, of €70.6m (30/6/15: €106.6m),
and lending (down from €74.5m to €51.4m), in part offset by the recovery in
corporate finance (fees up 37%). Growth of 57.2% in retail commissions reflects
the increase in fees earned from asset management and insurance activities
by CheBanca!, which more than doubled in the twelve months, from €12.2m
to €27.3m; while private banking also improved, up 9.1%, helped by the
contribution from Cairn Capital in the second half (€8.8m).

(€m)
12 mths ended 12 mths ended Chg.
30/6/15 30/6/16

Wholesale banking 259.3 219.2 -15.5%
Private banking 83.6 91.2 9.1%
Consumer 147.0 140.8 -4.2%
Retail banking 27.6 43.4 57.2%
Others (including intercompany accounts) (45.7) (44.5) -2.6%
Net fee and commission income 471.8 450.1 -4.6%

Equity-accounted companies — these companies contributed a profit of
€256.7m (€224m), reflecting the higher profits earned by Assicurazioni Generali
(up from €224m to €255m). Banca Esperia also contributed €1.8m (against
virtually nothing last year).

Operating costs — operating costs rose by 5.3%, from €847.2m to €891.9m
(€10m relating to Cairn Capital), 55% of which was due to strengthening the
headcount in the corporate, consumer and retail banking areas. Administrative
expenses rose from €381.1m to €410.7m, due to the cost of projects linked
to treasury, risk management and asset management activities, plus higher
consumer finance volumes, in part offset by lower marketing and advertising
expenses. Other costs include €2.1m relating to the ECB loan (€0.7m).

(€m)
12 mths ended 12 mths ended Chg.

30/6/15 30/6/16
Labour costs 419.3 440.8 5.1%
of which: directors 8.5 8.3 -2.4%
stock option and performance share schemes 14.6 10.9 -25.3%
Sundry operating costs and expenses 4279 451.1 5.4%
of which: depreciation and amortization 42.9 40.4 -5.8%
administrative expenses 381.1 410.7 7.8%
Operating costs 847.2 891.9 5.3%
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(€m)

12 mths ended 12 mths ended Chg.
30/6/15 30/6/16

Legal, tax and professional services 14.1 15.7 11.3%
Other consultancy expenses 28.5 38.5 35.1%
Credit recovery activities 42.8 42.6 -0.5%
Marketing and communication 53.2 51.2 -3.8%
Rent and property maintenance 37.1 38.8 4.6%
EDP 61.7 67.9 10.0%
Financial information subscriptions 28.9 30.0 3.8%
Bank services, collection and payment commissions 17.3 17.5 1.2%
Operating expenses 50.8 52.6 3.5%
Other labour costs 21.0 19.8 -5.7%
Other costs 13.0 19.9 53.1%
Direct and indirect taxes 12.7 16.2 27.6%
Total administrative expenses 381.1 410.7 7.8%

Gains and losses on disposals of AFS securities — this item chiefly
regards the gain on the Pirelli investment (€87.7m), the Perseo liquidation
asset allocation (€3.7m), and other gains on listed equities (€7.8m) and private

equity funds (€4.4m).

Loan loss provisions — loan loss provisions were down 21.4%, from
€532.7m to €418.9m, due to a widespread improvement in the quality of the
loan book which was reflected in the reduced cost of risk (down from 168 bps
to 124 bps). The cost of risk fell in consumer finance in particular, to 317
bps (30/6/15: 369 bps, net of the €40m in higher provisioning on performing
loans), while in wholesale it was barely one-third of last year’s figure, at 20
bps (57 bps) due to the lack of new non-performing items and writebacks
in respect of various positions due to repayments (totalling approx. €20m).
The reduction in NPLs, from €1,152.3m to €1,016.7m, reflects coverage ratios
near the highest levels for the last three-year period of 54% (53%). NPLs in
wholesale banking were down from €426.8m to €379m, with the coverage ratio
worsening slightly (from 54% to 50%) as an effect of reallocating funds to cover
equity investments (Burgo and Tirreno Power); in consumer finance the figures
were €256.3m (€302.4m) and 72% (68%) respectively; in mortgage lending
€148.5m (€150.1m) and 49% (48%), and in leasing €230.1m (€269.8m) and
32% (30%) respectively.
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(€m)

12 mths ended 12 mths ended Chg.
30/6/15 30/6/16
Wholesale banking 74.0 28.5 -61.5%
Private banking — — n.m.
Consumer 423.0 360.4 -14.8%
Retail banking 20.4 16.6 -18.6%
Other 15.3 13.4 -12.4%
Loan loss provisions 532.7 418.9 -21.4%
Cost of risk (bps) 168 124 -26.2%

Provisions for other financial assets — these refer as to €10.2m to the
writedown charged in respect of the 6% stake in RCS MediaGroup at 31
December 2015, as to €4.1m to unlisted equities (in particular Bisazza), and
as to €3.6m to private equity and real estate funds.

(Em)

12 mths ended 12 mths ended

30/6/15 30/6/16

Equity investments — —
Shares 21.0 18.0
Bonds (0.6) 1.4
Total 20.4 19.4

Income tax for the period — income tax fell, from €164.2m to €128.7m, with
more of the dividends on the profit for the year qualifying for PEX treatment and
the cost of staff employed permanently being tax-deductible for IRAP purposes;
accordingly, the tax rate fell from 21.7% to 17.5%. The amount includes €18.1m
in tax paid following the resolution of a dispute between Group company
Compass RE with the Italian revenue authorities.

Mediobanca (as consolidating entity) has adopted tax consolidation, which
includes Compass Banca, SelmaBipiemme Leasing, MIS, CheBanca!, Creditech
and Futuro. Relations between the consolidating and consolidated entities are
governed by bilateral agreements regulating cash flows, exchanges of information
and the individual companies’ responsibilities versus the revenue authorities.
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Balance-sheet/profit-and-loss data by division

A review of the Group’s performance in its main areas of operation is
provided below, according to the customary segmentation.

CORPORATE AND PRIVATE BANKING (WHOLESALE BANKING AND PRIVATE BANKING)

(€m)
12 mths ended 12 mths ended Chg. (%)

30/6/15 30/6/16

Profit-and-loss data

Net interest income 251.2 215.3 -14.3
Treasury income 181.9 112.9 -37.9
Net fee and commission income 342.9 310.4 -9.5
Total income 776.0 638.6 -17.7
Labour costs (230.3) (235.7) 2.3
Administrative expenses (154.8) (172.1) 11.2
Operating costs (385.1) (407.8) 5.9
Gain (losses) on disposal of AFS shares 2.6 4.5 73.1
Loan loss provisions (74.9) (28.5) -61.9
Provisions for financial assets 0.4 (1.8) n.m.
Other profits (losses) (2.7 (5.4) n.m.
Profit before tax 316.3 199.6 -36.9
Income tax for the period (123.4) (65.6) -46.8
Net profit 192.9 134.0 -30.5

Cost/Income ratio (%) 49.6 63.9

30/6/15 30/6/16

Balance-sheet data

Treasury funds 5,090.4 6,601.5

AFS securities 6,603.7 7,669.9

Fixed financial assets (HTM & LR) 5,133.7 4,958.9

Loans and advances to customers 25,121.0 26,398.0

of which: to Group companies 10,015.2 10,707.5

Funding (39,033.5) (42,585.0)

This division delivered a profit of €134m (30/6/15: €192.9m), on revenues
down 17.7% largely due to a reduced contribution from the treasury portfolio
and an increase operating costs (up 5.9%, from €385.1m to €407.8m), with
labour costs flat. Cairn Capital’s results have been included in the aggregates
as from 1 January 2016, the company posting revenues of €3.8m and costs of
€10m for the six months. Loan loss provisions declined from €74.9m to €28.5m,
due to the absence of new non-performing items against writebacks in respect
of loans regularly repaid totalling approx. €20m. Wholesale banking delivered
a net profit of €104.5m (€157m), while private banking saw net profits decline
from €35.9m to €29.5m.
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WHOLESALE

12 mths ended 12 mths ended Chg. (%)
30/6/15 30/6/16
Profit-and-loss data
Net interest income 217.5 177.9 -18.2
Treasury income 166.8 99.8 -40.2
Net fee and commission income 259.3 219.2 -15.5
Total income 643.6 496.9 -22.8
Labour costs (173.6) (172.5) -0.6
Administrative expenses (119.5) (129.2) 8.1
Operating costs (293.1) (301.7) 2.9
Loan loss provisions (74.0) (28.5) -61.5
Provisions for financial assets 0.5 (1.5) n.m.
Profit before tax 277.0 165.2 -40.4
Income tax for the period (120.0) (60.7) -49.4
Net profit 157.0 104.5 -33.4
Cost/Income ratio (%) 45.5 60.7
30/6/15 30/6/16
Balance-sheet data
Treasury funds 3,488.0 4,400.0
AFS securities 5.831.2 6,816.2
Fixed financial assets (HTM & LR) 4,946.3 4,918.9
Loans and advances to customers 23,719.6 24.841.8
of which: to Group companies 10,015.2 10,707.5
Funding (35,863.6) (38,758.8)
No. of staff 654 673

The net profit earned from wholesale banking operations decreased from
€157m at end-June 2015 to €104.5m, due to lower revenues (down 22.8%) and
higher costs (up 3.1%), only in part offset by the reduction in loan loss provisions
(from €74m to €28.5m). The main items performed as follows:

Net interest income — net interest income fell 18.2%, from €217.5m to
€177.9m, despite higher average volumes, and was hit heavily by the ongoing
asset repricing which offset the lower cost of funding.

(€m)
12 mths ended 12 mths ended Chg.

30/6/15 30/6/16
Interest receivable 1,204.9 954.9 -20.7%
Interest payable (1,018.3) (792.4) -22.2%
Other ! 30.9 154 -50.2%
Net interest income 217.5 177.9 -18.2%

! Includes margins on interest rate derivative contracts (heading 80) and the hedging effect (heading 90).
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Net treasury income — net treasury income declined from €166.8m to €99.8m, as
a result of lower gains on forex trading of €15.2m (€55.7m) and lower gains on the
banking book of €15.6m (€74.7m), despite the good performance by fixed-income
trading (which added €37.2m, compared to a €27.9m loss last year), in the second

half in particular.
(€m)
12 mths ended 12 mths ended Chg.

30/6/15 30/6/16

Profit (loss) on fixed-income trading 102.5 638.1 -33.6%
of which: AFS 74.7 15.6 -79.1%
Profit (loss) on equity trading 64.3 31.7 -50.7%
Treasury income 166.8 99.8 -40.2%

Net fee and commission income — the European investment banking market
in 2015 saw an upturn in M&A activity in Europe; growth on the Italian market
(where the aggregate deal value doubled in size), and also in France (4%) and the
United Kingdom (39%) was not matched in Germany or Spain, where contractions
of 25% and 16% were recorded. Equity capital market (ECM) activity increased
in the U.K. and remained stable in France while declining in Italy, Germany and
Spain. Debt capital market (DCM) activity picked up in France (up 15%) and
Germany (up 14%) but contracted in the UK (down 5%), Spain (down 5%) and
Italy (down 2%). The EMEA debt market recorded a 9% downturn in the twelve
months, the reduction in Italy being particularly substantial (50%). For leveraged
finance transactions alone, the European market saw a reduction of 23%.

This market scenario drove 37.3% growth in fee income from M&A
transactions for Mediobanca, from €41.8m to €57.4m, with the domestic
component increasing accordingly (from 46% to 70%). The main deals include
ICBPI, Banca Farmafactoring, Finmeccanica (disposal of stakes in Ansaldo
STS and Ansaldo Breda), Petrolvalves, Carraro (debt advisory), Schweizer
(Germany), Assicurazioni Generali (sale of non-core assets), Banca Piraeus
(sale of Egyptian businesses) and Permira (Arcaplanet acquisition); advisory
services in respect of the merger of Enel Green Power into Enel, the acquisition
of Unicredit Credit Management Bank by Fortress, and the capital increase
implemented by Eurobank, plus assisting ERG in its acquisition of windfarms
in France and Germany.

Conversely, net fee and commission income from equity capital market

activity declined from €86m to €52m, reflecting the lower contribution from
rights issues by banks. In the first six months Mediobanca assisted Eurobank
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and Piraeus in their rights issues, and also advised on the IPOs by Inwit, Poste
Italiane and Worldpay; while in the second half the Bank was involved in the
Banco Popolare and Saipem rights issues as well as the Ferrari, Tecnogym and
Coima Res IPOs. Debt capital market fees of €18m were earned in the twelve
months (€20m), in connection with 46 transactions (six more than last year).

Overall net fee and commission income fell by 15.5%, from €259.3m to

€219.2m), and broke down as follows:

(€m)
12 mths ended 12 mths ended Chg.
30/6/15 30/6/16

Lending 74.5 51.4 -31.0%
M&A advisory 41.8 57.4 37.3%
Capital markets 106.6 70.6 -33.8%
Markets, sales and other income 36.4 39.8 9.3%
Net fee and commission income 259.3 219.2 -15.5%

Operating costs — operating costs rose by 2.9%, from €293.1m to €301.7m,
due exclusively to the administrative expenses component, which rose by 8.1%,
reflecting the growth in size plus non-recurring costs linked to specific projects
(treasury, risk management and regulation). Conversely, there was a slight
reduction in the labour cost component.

(€m)
12 mths ended 12 mths ended Che.

30/6/15 30/6/16
Labour costs 173.6 172.5 -0.6%
Operating and sundry other expenses 119.5 129.2 8.1%
of which: EDP 35.4 37.0 4.5%
Financial information providers 17.3 18.1 4.6%
Legal, tax and professional services 24.8 32.5 31.0%
Operating costs 293.1 301.7 2.9%

Loan loss provisions — loan loss provisions reduced from €74m to €28.5m,
due to the absence of new non-performing items, plus writebacks totalling
€19.6m in respect of loans which have been repaid regularly; the reallocation
of provisions totalling €156m to equity instruments meant the coverage ratio
reduced temporarily from 54% to 50%, despite the provisioning for all other
NPLs being increased.

Turning now to the balance-sheet items:
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Loans and advances to customers —this item rose from €13.7bn to €14.1bn, on
new loans of €6.6bn and repayments of €6.2bn (€2.4bn of which early). Portfolio
diversification increased further during the twelve months under review, with
the domestic component declining from 53% to 50%. Non-performing loans fell
from €426.8m to €379m, net of provisions totalling €377m (€492m), and now
account for 2.7% (3.1%) of the total loan book. The coverage ratio fell from 54%
to 50% as a result of the reallocations mentioned above.

30/6/15 30/6/16 Chg.

(€m) Yo (€m) Yo
Italy 7.226.7 53% 7,018.0 50% -2.9%
France 1,837.3 13% 1,145.7 8% -37.6%
Spain 782.9 6% 934.3 7% 19.3%
Germany 951.6 7% 835.6 6% -12.2%
UK 394.3 3% 690.8 5% 75.2%
Other non-resident customers 2,511.6 18% 3.509,9 24% 39.7%
Total loans and advances to customers 13,704.4 100% 14,134.3 100% 3.1%

Funding — funding rose by 8.1%, from €35.9bn to €38.8bn, due to increases in
debt securities (from €20.6bn to €20.9bn) and CheBancal! retail deposits (from
€6.7bn to €8.6bn). Recourse to ECB funding reduced from €5.5bn to €5bn.
Worth noting is the €500m Lower Tier 2 bond issue (expiring in 2025) and
the €750m in covered bonds issued with CheBanca! mortgage loans as the
underlying instrument.

30/6/15 30/6/16 Chg.

(€m) % (€m) %
Debt securities 20,579.9 57% 20,942.6 54% 1.8%
Interbank funding 8,026.9 22% 10,803.3 28% 34.6%
- of which: intercompany 6,742.9 19% 8,591.3 22% 27.4%
T-LTRO/LTRO 5,478.0 15% 5,011.0 13% -8.5%
Securitizations and other funds 1,778.8 6% 2,001.8 5% 12.5%
Total funding 35,863.6 100% 38,758.7 100% 8.1%

Banking hook debt securities — these increased, from €10.8bn to €11.7bn,
due to an increase in Eurozone government securities to the detriment of
unlisted debt securities (recognized at cost), which fell from €3.6bn to €3bn as
a result of not renewing securities expiring, with the exception of the Quarzo
intragroup securitization with Compass S.p.A. consumer credit receivables as
the underlying instrument, which were renewed in an amount of €2,640m with
expiry in 2019.
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30/6/15 30/6/16 Chg.

(€m) % (€m) %
AFS debt securities 5,831.2 54% 6,816.2 58% 16.9%
Financial assets held to maturity 1,302.8 12% 1,963.3 17% 50.7%
Unlisted debt securities (stated at cost) 3,643.5 34% 2,955.6 25% -18.9%
Total fixed and AFS securities 10,777.5 100% 11,735.1 100% 8.9%
30/6/15 30/6/16 Chg.
Book % Total AFS Book %  Total AFS Book
Value reserve Value reserve Value
Ttalian government securities 4,161.2 39% 79.9 4,570.9 39% 88.0 9.8%
Other government securities 564.6 5% 2.1 1,963.2 17% 15.8 n.m.
Financial bonds 4,795.1 44% 50.6 4,117.9 35% 28.4 -14.1%
- of which: Italian 4,131.7 38% 23.5 3,745.8 32% 19.7 -9.3%
Corporate bonds 1,256.6 12% 42.3 1,083.1 9% 234 -13.8%
Total debt securities 10,777.5 100% 174.9 11,735.1 100% 155.6 8.9%

Treasury assets — these rose from €3.5bn to €4.4bn, reflecting the higher
funding and the balance of the other asset items. Growth in equities is due to

client trading and is hedged by equivalent positions in derivatives.

30/6/15 30/6/16 Chg.

(€m) Yo (€m) %
Debt securities 2,030.1 58% 316.5 7% -84.4%
Equities 876.1 25% 1,516.3 34% 73.1%
Derivative contract valuations (555.3) -15% (338.9) 1% -39.0%
Stock lending 81.6 2% 561.0 13% n.m.
Others (repos, time deposits, derivatives etc.) 1,055.5 30% 2,345.1 53% n.m.
Total net treasury assets 3,488.0 100% 4,400.0 100% 26.1%

& ok ok
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PRIVATE BANKING
(€m)

12 mths ended 12 mths ended Chg.
30/6/15 30/6/16 (%)
Profit-and-loss data
Net interest income 33.7 374 11.0
Treasury income 15.1 13.1 -13.2
Net fee and commission income 83.6 91.2 9.1
Total income 132.4 141.7 7.0
Labour costs (56.7) (63.2) 11.5
Administrative expenses (35.3) (42.9) 21.5
Operating costs (92.0) (106.1) 15.3
Gain (losses) on disposal of AFS shares 2.6 4.5 73.1
Loan loss provisions 0.9 — n.m.
Provisions for financial assets 0.1) 0.3) n.m.
Other profits (losses) 2.7) (5.4) n.m.
Profit before tax 39.3 34.4 -12.5
Income tax for the period (3.4) (4.9) 44.1
Net profit 35.9 29.5 -17.8
Cost/Income ratio (%) 69.5 74.9
30/6/15 30/6/16
Balance-sheet data
Treasury funds 1,602.4 2.201.5
AFS securities 772.5 853.7
Fixed financial assets (HTM & LR) 187.4 40.0
Loans and advances to customers 1,401.4 1,556.2
Funding (3,169.9) (3,826.2)
Assets under management ' 16,578.9 18,600.2
Securities held on a fiduciary basis' 2,168.1 8,948.1
No. of staff 380 4472

! Data as at 30 June 2016 includes assets under management and securities under administration by Cairn Capital Group, in an amount of €2.1m
and €5.9m respectively.

% Includes 57 staff employed by Cairn Capital Group.

Private banking delivered a net profit of €29.5m, down 17.8% due to lower
treasury income and higher costs. Cairn Capital has been consolidated as from
1 January 2016; the company delivered a slight loss of €1m for the six months,
on revenues of €8.8m and costs of €10m. Overall, revenues climbed 7%, from
€132.4m to €141.7m, due solely to the Cairn consolidation. Costs rose by
15.3% (or 4.4% net of the Cairn effect). CMB booked non-recurring charges
of €4m in connection with the renewal of its computer systems. Of the total net
profit, CMB contributed €27.6m, Spafid €2.1m and Banca Esperia €1.8m. AuM
on a discretionary/non-discretionary basis at the year-end totalled €18.6bn
(€16.6bn), €8.1bn (€7.8bn) of which in CMB and €8.4bn (€8.8bn) in Banca
Esperia, plus €2.1bn in funds managed by Cairn (including €1.3bn in CLOs),
which also has €5.9bn under long-term advice.
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PRINCIPAL INVESTING (EQUITY INVESTMENT PORTFOLIO)

(€m)
12 mths ended 12 miths ended Chg. (%)
30/6/15 30/6/16
Profit-and-loss data
Treasury income 29.6 29.2 -1.4
Equity-accounted companies 223.9 255.0 13.9
Total income 253.5 284.2 12.1
Labour costs 9.0) (7.5) -16.7
Administrative expenses (2.0 (1.4) -30.0
Operating costs (11.0) (8.9) -19.1
Gain (losses) on disposal of AFS shares 123.4 119.8 -2.9
Provisions for financial assets (20.8) (17.9) -13.9
Profit before tax 345.1 377.2 9.3
Income tax for the period 9.7) (7.0) -27.8
Net profit 335.4 370.2 10.4
30/6/15 30/6/16
Balance-sheet data
AFS securities 1,071.5 851.9
Equity investments 3,318.1 3,096.6

The year under review returned a profit of €370.2m by this division
(30/6/15: €335.4m), on higher profits by Assicurazioni Generali (up from
€223.9m to €255m) and gains on disposals virtually unchanged. The equity
exposure reduction programme continued during the twelve months, with
the disposals of stakes in Pirelli and Edipower, plus 3 million shares in
Assicurazioni Generali (as part of the plans to sell 3% of the investment,
which had to be put on hold temporarily following the sharp reduction in stock
market prices), and other minor holdings. Overall sales during the twelve
months generated gains of €119.8m, €87.7m of which in respect of Pirelli
and €20m in respect of Assicurazioni Generali. The writedowns chiefly regard
the RCS MediaGroup investment (€10.2m), which were booked in the interim
accounts as at 31 December 2015, Bisazza (€2.7m) and Clessidra (€2.6m).
Lastly, 3.5 million shares in Atlantia were sold at maturity in August 2016, for
a total amount of €85.7m.

46 | Consolidated financial statements as at 30 June 2016



RETAIL AND CONSUMER BANKING (FINANCIAL SERVICES TO HOUSEHOLDS)
(€m)

12 mths ended 12 miths ended Che. (%)
30/6/15 30/6/16
Profit-and-loss data
Net interest income 833.2 932.7 119
Treasury income 0.2 — n.m.
Net fee and commission income 174.6 184.2 5.5
Total income 1,008.0 1,116.9 10.8
Labour costs (157.6) (168.3) 6.8
Administrative expenses (290.6) (291.3) 0.2
Operating costs (448.2) (459.6) 2.5
Loan loss provisions (443.4) (377.0) -15.0
Other profits (losses) — 8.1) n.m.
Profit before tax 116.4 272.2 n.m.
Income tax for the period (36.0) (94.2) n.m.
Net profit 80.4 178.0 n.m.
Cost/Income ratio (%) 44.5 41.1
12 mths ended 12 mths ended
30/6/15 30/6/16
Balance-sheet data
Treasury funds 7,248.8 9,388.5
AFS securities 700.1 542.5
Fixed financial assets (HTM & LR) 1,264.5 0.8
Loans and advances to customers 15,512.1 16,893.1
Funding (23,730.9) (22,293.8)

This division reported a profit for the twelve months of €178m, more than
double the €80.4m posted last year, with healthy contributions from all segments:
the net profit on consumer credit rose from €94m to €170.5m; CheBanca! also
delivered its first-ever net profit for the year (€7.5m); while Creditech saw the
growth in its factoring and NPL management business consolidate, with net
profit climbing from €11.3m to €16m.

Revenues were up 10.8%, from €1,008m to €1,116.9m, on higher net
interest income which posted double-digit growth for the second year running,
of 11.9%, with costs flat at €459.6m (€448.2m) and loan loss provisions down
sharply (from €443.4m to €377m), reflecting a good performance by the loan
book.
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CONSUMER BANKING

(€m)
12 mths ended 12 miths ended Chg. (%)
30/6/15 30/6/16
Profit-and-loss data
Net interest income 694.1 783.7 12.9
Treasury income 0.2 — n.m.
Net fee and commission income 147.0 140.8 -4.2
Total income 841.3 924.5 9.9
Labour costs (96.6) (102.4) 6.0
Administrative expenses (191.0) (193.9) 1.5
Operating costs (287.6) (296.3) 3.0
Loan loss provisions (423.0) (360.4) -14.8
Other profits (losses) — 8.1) n.m.
Profit before tax 130.7 259.7 n.m.
Income tax for the period (36.7) (89.2) n.m.
Net profit 94.0 170.5 81.4
Cost/Income ratio (%) 34.2 32.0
30/6/15 30/6/16
Balance-sheet data
Treasury funds 612.6 533.7
AFS securities 87.9 82.1
Fixed financial assets (HTM & LR) 0.9 0.8
Loans and advances to customers 10,906.3 11,866.2
of whic: factoring 450.4. 800.6
Funding (10,884.4) (11,569.8)
New loans 6,235.3 6.448.0
No. of branches 164 164
No. of staff 1.540 1.612

Net profit in consumer banking virtually doubled in the twelve months, from
€94m to €170.5m, on higher revenues (up 9.9%, from €841.3m to €924.5m) and
a 14.8% reduction in loan loss provisions, from €423m to €360.4m, despite the
3% growth in operating costs, and non-recurring charges connected with the
settlement of a tax dispute totalling €24.1m. Net interest income was up 12.9%
(from €694.1m to €783.7