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Mission
of Fideuram - Intesa Sanpaolo
Private Banking

To help our customers manage
their assets wisely, based on a
detailed analysis of their real
needs and risk profile.

To offer financial advisory
services covering the full
spectrum of our clients’ assets
with the support of expert
professionals, acting with total
transparency and complete
respect for the rules.
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This report can be browsed in its interactive
form, with multimedia additional information,
using a variety of devices on our website
www.fideuram.it where it is also compatible
with Apple and Android systems.
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About this Report

About this Report

INTEGRATED FINANCIAL
STATEMENTS

In line with international reporting
developments, the Fideuram Group
has published an Integrated Annual
Report addressed to all stakeholders
since 2013.

The typical financial information of a
traditional annual report and non-fi-
nancial information are presented in
integrated form by taking a compre-
hensive view in a single document,
using capital analysis to explain how
the business model, strategies, and the
financial, social, environmental and
governance performance influence the
value creation process over the medi-
um and long term.

Beginning with this year, Fideuram has
decided to express its commitment to
sustainable development by identifying
which Sustainable Development Goals
(SDGs) of the United Nations Agenda
2030 it intends to pursue through the
operation of its business. In keeping
with the Paris Global Climate Confer-
ence, the Group has committed itself
to monitoring and reporting on green-
house gas emissions to identify and
implement actions to reduce its eco-
logical footprint.

REGULATORY FRAMEWORK
AND GUIDELINES

In line with international reporting
developments, the report has been
prepared in accordance with the Inter-
national <IR> Framework published in
2013 by the International Integrated
Reporting Council (IIRC). To measure
and monitor performance, it reports
on a set of indicators proposed by GRI
Standards 2016 with the in accordance
Core option.

‘ ‘ The Integrated Report
starts with our
business model to
highlight our Group’s
strategic focus and
the components that
influence the creation

of value , ,

Legislative Decree 254 of 30 Decem-
ber 2016, published in Official Gazette
no. 7 of 10 January 2017, implement-
ed Directive no. 2014/95/EU of the
European Parliament and Council of
22 October 2014 as regards disclosure
of non-financial and diversity informa-
tion.

Although it is subject to the provi-
sions of Article 2 of Legislative Decree
254/2016, Fideuram has not prepared
a non-financial disclosure, by claiming
the exemption allowed under Article 6
of that Decree, insofar as it is includ-
ed in the Consolidated Non-financial
Statement made by Intesa Sanpaolo
S.p.A.. The information prescribed by
the Decree is voluntarily included to
give a complete and transparent rep-
resentation of financial and non-finan-
cial information.

IN CONCLUSION

Integrated reporting is a journey on
which perfection is gradually achieved
as reporting processes for the produc-
tion of the supporting information
are fully developed. In line with this
philosophy, our Group has continued
its actions to improve the quality of
its reporting through involving inter-
nal and external stakeholders in the
choice of relevant aspects to report on.
Our Personal Financial Advisers and
customers appreciate its contents and
support this corporate communication
tool as an essential means for guaran-
teeing transparency and quality infor-
mation and training.

The Integrated Annual Report is avail-
able in Italian and English on the
Fideuram website. In addition, an in-
teractive Annual Report with multi-
media information (audio and video
aids) is available on the homepage of
our website, supplementing and en-
hancing the financial reporting with a
varied array of external corporate com-
munications.

We extend our thanks to all the stake-
holders who played an active role in
improving our report and who would
like to join us in the process of dissem-
inating a new communications philos-
ophy based on transparency, both now
and in the years to come.

EUROPEAN CENTRAL BANK’S RECOMMENDATION OF

27 MARCH 2020

Following the European Central
Bank’s Recommendation of 27
March 2020 regarding the divi-
dend policy in the context deriving
from the COVID-19 pandemic, on
30 March 2020 the Board of Direc-
tors amended the Proposal to the
Shareholders’ Meeting to allocate
the profit for the year resulting from
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Fideuram's separate financial state-
ments as at 31 December 2019,
previously approved on 24 February
2020.

The information contained in the
Directors’ Report concerning the
Wealth created and the Value dis-
tributed, the payout ratio and the
dividend per share was not updated.



Our identity

Our identity

Fideuram was born more than 50 years ago with the aim of providing investors with an
alternative to the traditional banking channel. It now has a strong identity on the market,
an identity built over time with a business model focused on advanced advisory services and
professional expertise of its Personal Financial Advisers.

00 | Fideuram was . -
g formed to create g Fideuram and IS Delisting of
— | the first network of &y | Banca Manusardi S Fideuram’s
personal financial — | combined; the ~ | stock.
advisers in Italy, to new company was
offer Luxembourg listed on the Milan : ............ coe

mutual funds to Stock Exchange. ..
Italian investors. @ ...... ces @ ceesne

@ .......... I~ | Fideuram launched the Personal Financial
< | Fideuram distributed 8 Planning, the first financial planning service
00 | the first Italian ~— | benefiting from an advanced technological
(O]} mutual funds. platform to the advantage of its customers.
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WHO WE ARE WHAT WE OFFER OUR CUSTOMERS

With over €240bn in client assets, Fideuram is Fideuram offers personalised advice based on a
the biggest Italian Private Bank (and one of the long-term relationship, which is in turn founded
biggest in Europe). on the Personal Financial Advisers’ trust and

professional expertise.
Fideuram heads an integrated Group, comprised

of the companies providing the Group’s financial A distinctive model based on:
advisory, asset management and fiduciary - fee-paying advanced advisory services;
services. - excellent in-house products;

- offering rounded out by products of major
global investment firms.

Client Assets Net profit
(€m) (€m)
250,000 242,715 1,000 e
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100,000 400
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Our identity

2016

Fideuram

Fideuram introduced
Alfabeto, a platform
supporting the
Personal Financial
Advisers in providing
digitalised financial
advice.

2019

Intesa Sanpaolo
Private Bank
(Suisse) Morval

is born.

The new company
leads the Group’s
international
development.

(o))

8 launched fee-

~ | paying advanced
advisory services.

LO | Fideuram and Intesa
T .

o Sanpaolo Private

N | Banking combined

to create Fideuram —
Intesa Sanpaolo Private
Banking, the first Italian
private bank.

WHERE WE ARE

The Group has a strong local presence
throughout Italy, with 235 bank branches and
321 Personal Financial Adviser offices. The
Group also operates abroad with five bank
branches.

With 3 Private Banking Centres and 9 hubs, the
Fideuram and Intesa Sanpaolo Private Banking
networks are organised to assist High Net Worth
Individuals.

With the formation of Intesa Sanpaolo Private
Bank (Suisse) Morval, the development of our
business abroad continues.

Personal Financial Advisers and Employees

(no.)

7,000
A 5,834
5,000
4,000
3,179
3,000
2,000 _/\__\/——-
1,000
PSS s @@ s @O <
B Personal Financial Advisers B Employees

Fideuram - Intesa Sanpaolo Private Banking

Fideuram
acquired

the Swiss Morval
Vonwiller Group
and launched its
foreign hub for
international
growth.

HOW WE SEE THE FUTURE

We will reinforce our leadership position on the
[talian market by accelerating our growth rate from
past levels and maintaining our cost efficiency levels.

We will  support the foreign growth and
international expansion of the Group.

We will expand the customer base, including through
the use of digital channels and development of brand
visibility in the Affluent and Lower Private segments.

We will develop the Bank’s level of innovation

both through improved digitalisation and through
Advanced Analytics initiatives.

Our awards

D Avvords

MORNINGETAR 92019

S &

MIGLICR
FONDI | BEs

ITALIAN CERTIFICATE
AWARDS 2019 55 ediviane | 1! novembsre 2019
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Key Performance Indicators

Key Performance Indicators

2019 2018 2017 2016 2015

CLIENT FINANCIAL ASSETS
Net inflows into managed assets (€m) 4,605 3,591 11,626 2,887 10,026
Total net inflows (€m) 10,926 10,189 12,248 8,454 7,846
Client Assets (€m) 242,715 213,069 216,550 200,465 188,898
OPERATING STRUCTURE
Personal Financial Advisers (no.) 5,834 5,995 5,990 5,887 5,846
Staff (no.) 3,179 3,335 3,233 3,116 2,928

- women (no.) 1,422 1,481 1,430 1,374 1,295

- outside Italy (no.) 310 314 269 249 144
Personal Financial Advisers' Offices (no.) 235 228 229 231 229
Bank Branches (no.) 321 326 323 324 325
CONSOLIDATED FINANCIAL RESULTS
Consolidated net profit (€m) 906 834 871 786 747
Group shareholders' equity (€m) 2,960 2,804 2,816 1,981 1,877
Basic consolidated net earnings per share (€) 0.604 0.556 0.581 0.524 0.498
Dividends per share (€) 0.558 0.540 0.525 0.476 0.374
Total assets (€m) 47,767 41,032 39,201 34,672 28,839
Wealth created (€m) 2,906 2,775 2,766 2,537 2,530
Value distributed (€m) 2,759 2,713 2,617 2,410 2,293
PROFITABILITY INDICATORS
Return on Equity (%) 31 30 36 41 42
Return on Assets (%) 2 2 2 2 3
Cost / Income ratio (%) 31 32 30 30 32
Payroll costs / Operating margin (%) 18 19 17 16 17
Net profit / Average client assets (%) 0.4 0.4 0.4 0.4 0.4
EVA. (€m) 791 735 788 716 681
NON-FINANCIAL INDICATORS
Complaints (no.) 1,929 1,621 1,347 1,384 1,244
Personal Financial Adviser training (hrs.) 447,338 470,731 329,928 386,819 375,307
Employees on open-ended contracts (%) 99.4 98.8 98.5 98.9 98.7
Women in management positions (% out of the total number
of senior managers) 10 9 11 1" 1M
Staff turnover (%) 15 15 10 10 10
Employees training (hrs.) 142,832 131,862 82,641 122,995 118,713
Donations (€m) 0.5 0.2 0.6 0.3 0.4
Operating margin / Number of employees (€m) 0.6 0.6 0.6 0.6 0.6
Client assets / Number of Personal Financial Advisers (€m) 42 36 36 34 32
Net Promoter Score (NPS) (no.) 47 - - - -
Customer Satisfaction Index (CSI) (no.) 8.5 - - - -
Paper consumption per employee (kg) 53 60 63 70 74
Direct and indirect emissions (scopel and scope2) (tCO,) 2,833 3,960 3,376 - -

Counterparty rating (Standard & Poor’s)

Long term: BBB

Short term: A-2

Outlook: Negative

(*) The figures for 2015 have been restated on a like-for-like basis to take into account the contributions of Intesa Sanpaolo Private Banking, Siref and Intesa Sanpaolo Private Bank (Suisse),
which were acquired in the first half of 2015. The contribution of the Morval Vonwiller Group, acquired in 2018, was included from 2016. The figures for 2017 have been restated on a
like-for-like basis to take the first-time adoption of IFRS9 into account. The figures for 2018 have been restated on a like-for-like basis to take the first-time adoption of IFRS16 into account.
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1.1 Group structure
1.2 Business model
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1.4 Key factors in the value-creation process

1.5 Stakeholders
1.6 Business segments

1.7 The commitment to sustainable development

€2.9bn

wealth created in 2019
(up €131m on 2018)

Fideuram - Intesa
Sanpaolo Private
Banking operates on
a business model

centred on the provision
of financial advisory
services

Client Assets 2019:

63

M Managed assets

32

B Non-managed assets
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1. Business model - 1.1 Group structure

1.1 Group structure

The Fideuram - Intesa Sanpaolo Private Banking Group operates in twelve countries and
comprises the Parent Company Fideuram - Intesa Sanpaolo Private Banking (“Fideuram”)
and the following companies:

— UNITED KINGDOM | ronoon

Branches of
INTESA SNNPAOLO
" | PRIVATE BANK SUISSE
Morval

FIDEURAM

LUXEMBOURG | ruxemeoura

FIDEURAM
BANK LUXEMBOURG

SWITZERLAND | ceneva

ASSET MANAGEMENT IRELAND

IRELAND | pustin

FIDEURAM
ASSET MANAGEMENT IRELAND

INTES4 SKNPAOLO
" | PRIVATE BANK SUISSE
Morval

©1 & ©
FRANCE | paris £ 5
T ©
@ L[]
®
ITALY | MILAN TURIN ROME

€3 FIDEURAM

INTESA SANPAOLO PRIVATE BANKING

INTESA SNNPAOLO
N7} PRIVATE BANKING

= SANPAOLO INVEST

FIDEURAM
INVESTIMENTI
KINGDOM OF BAHRAIN | manama PIDUCIARIA
Representative Office
D i vita
Maorval .
PRINCIPALITY OF MONACO | wonte cario — ¥ morvalsim

—I—

) =
“ morvalgestionsam
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1.1 Group structure
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1. Business model - 1.1 Group structure

PRIVATE BANKING

ASSET MANAGEMENT

FIDUCIARY AND TREASURY SERVICES

€3 FIDEURAM

INTESA SANPAOLO PRIVATE BANKING

100.00%

Intesa Sanpaolo
Private Banking
S.p.A.
(Milan)

100.00%

Sanpaolo Invest
SIM S.p.A.
(Turin)

96.21%

Intesa Sanpaolo
Private Bank (Suisse)

99.50%

Fideuram
Investimenti
SGRS.p.A.
(Milan)

100.00%

Fideuram Bank
Luxembourg S.A.
(Luxembourg)

100.00%

Siref Fiduciaria
S.p.A.
(Milan)

10 —— Integrated Annual Report 2019

Morval S.A.
(Geneva)
4.97% 95.03% 100.00% 100.00%
Intesa Sanpaolo Southern Group Morval Vonwiller
. . Assets Management
Private Argentina S.A. Ltd
(Buenos Aires) (George Town) Co. Ltd
(Tortola)
100.00% 100.00%
Morval Morval Bank &
Vonwiller Trust Cayman
Advisors S.A. Ltd
(Montevideo) (George Town)
100.00% 100.00%
Fideuram Asset
Management Morval
9 Gestion SAM
(Ireland) dac (Montecarlo)
(Dublin)
100.00% 19.99%
Morval SIM Fideuram Vita
S.p.A. SPA. [T T Tt T TS s s oo ms s mm—s
(Turin) (Rome)
99.99%
Financiere
Fideuram S.A.
(Paris)

Fideuram - Intesa Sanpaolo Private Banking

- - - Associ

Subsidiaries

ates



1.2 Business model

1.2 Business model

Fideuram - Intesa Sanpaolo Private Banking is the number one Private Bank in Italy and among
the largest in Europe with client assets totalling more than €240bn.

Since 2015, it has directed the business of the Intesa
Sanpaolo Group Private Banking Division, which brings to-
gether the companies providing the Group’s financial advi-
sory, asset management and fiduciary services.

The Division’s mission is to serve the high-end customer
segment, creating value through products and services con-
ceived for excellence, while ensuring the increased profita-
bility of client assets through the constant development of
our product range and service delivery solutions.

The Fideuram Group specialises in particular in the provision
of financial advisory services and the development, manage-
ment and distribution of financial, insurance and banking
products and services.

The Group’s positioning is principally focused on the Private
Banking and High Net Worth Individuals segments. Our
products and services are provided by over 5,800 highly
qualified professionals in four separate Networks (Fideuram,
Intesa Sanpaolo Private Banking, Sanpaolo Invest, and Intesa
Sanpaolo Private Bank (Suisse) Morval) with their own brand
identities, service models, and customer profiles.

The Group’s service model is centred on professional ad-
visory services and the creation of long-standing relation-
ships of trust between our customers and Personal Finan-

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 11

cial Advisers. The Group benefits from a strong and stable
retail customer base, which can rely on a dedicated service
model and tailored product offering. Our advisory services
are offered as “Basic Advisory Services”, which we provide
for all customers free of charge in line with the require-
ments of the MIFID 2 directive, and as three “Advanced
Advisory Services” (SEI, VIEW and Private Advisory), which
are paid services designed specifically for customers with
greater financial assets and provided on the basis of a con-
tract.

The investment solutions proposed by our Personal Finan-
cial Advisers are for the most part developed and managed
within the Group through dedicated product companies.
In addition, the Group’s marketing agreements with leading
international investment houses mean that we are also able
to offer third-party products in accordance with the “Guid-
ed Open-Architecture Model” that the Group has adopted
to complement its expertise and satisfy even the most com-
plex customer needs. The Fideuram Group also engages in
banking activities (asset gathering and lending), offering its
customers a complete range of banking products and ser-
vices.

Fideuram - Intesa Sanpaolo Private Banking is @ member of
the Intesa Sanpaolo Banking Group and wholly owned by
Intesa Sanpaolo S.p.A..
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1. Business model - 1.2 Business model

THE CREATION OF VALUE
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1. BUSINESS MODEL 2. STRATEGIES 3. MARKET CONTEXT 4. PERFORMANCE 5. GOVERNANCE 6. FINANCIAL STATEMENTS
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1. Business model - 1.3 Highlights

1.3 Highlights

— m Financial Capital

WEALTH CREATED %

€29 bn—‘

Value retained W Community and

5 Environment
%
225
Colleagues B suppliers
37% 7%

M Shareholder and
third party interests
29y,

o)
(&
TOTAL NET INFLOWS
of which Net inflows into Managed Assets
€10l9 bl'l €416bn

31%
31%
€3
€906

€1 7 bn
€1 .6 bn

ROE
COST/INCOME
SHAREHOLDERS' EQUITY

NET PROFIT

NET FEE AND
COMMISSION INCOME

of which recurring

il
CLIENT AsseTs [l

€2427 bn

of which managed Client Assets

<165.4.,

— %‘% Productive Capital

NO. OF BANK BRANCHES M .........................

235

NO. OF PERSONAL FINANCIAL @
ADVISERS OFFICES

321

\\l//

Intellectual Capital

or—31

INVESTMENTS IN 9
INFORMATION SYSTEMS oc—

€ 50m annually

=
NO. OF PROJECTS @&3
7 O projects annually
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1.3 Highlights

O o
Human Capital m —
NO. OF PERSONAL % 0O o
FINANCIAL ADVISERS 8] ... NO. OF EMPLOYEES (1) .,
5,834 3,179
NO. OF CUSTOMERS PER ¢
PERSONAL FINANCIAL ADVISER (=4 M.
Fideuram Sanpaolo Invest Intesa Sanpaolo Private Intesa Sanpaolo Private Bank
Network Network Banking Network (Suisse) Morval Network
o
CLIENT ASSETS PER PERSONAL NET INFLOWS PER PERSONAL
FINANCIAL ADVISER 1, FINANCIAL ADVISER _—2 ..
€42 m €2 m
& 0
AVERAGE LENGTH W
TRAINING (HRS) A o OF SERVICE )
Personal Financial Advisers Employees Personal Financial Advisers Employees
447,338 hours 1 42,832 hours 1 6 years 1 9 years
o
o\ | /o
Relational Capital o— A — —
& cl) o
O O

NO. OF CUSTOMERS (V) ) .oooeeeeessesesessseseeeseee
Fideuram Sanpaolo Invest Intesa Sanpaolo Private Banking Intesa Sanpaolo Private Bank  Siref Fiduciaria

584,283 155,773 37,672 wwas 0 1,775 1,975 s

Fideuram and Intesa Sanpaolo
Sanpaolo Invest Private Banking

(@]
AVERAGE LENGTH OF CUSTOMER RELATIONSHIP N\ __~J......s 13 years 13 years

CLIENT RETENTION RATE@ ............ 95% NEW CLIENT RATE @ ...................... 8%

NET PROMOTER @i}j CUSTOMER SATISFACTION [ﬂ@
SCORE (NPS) 5. 47 INDEX (CSI) oo .8.5

CUSTOMER SEGMENTATION 6@ .............................................................................................................................................

High Net Worth Individuals Private Banking customers Affluent customers Mass Market customers

Client assets €688 bn Client assets€1 1 44 bn Client assets €438 bn Client assets€1 57 bn
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1. Business model - 1.4 Key factors in the value creation process

1.4 Key factors in the value creation process

The core distinctive elements of success underlying the value creation process are:

Integrated Group

Focus on Private
Banking customers
and High Net
Worth Individuals

Distribution networks with
well-known distinctive brands

Service model
based on advanced
advisory support

Guided Open
Architecture Approach

An Integrated Group of companies based inside and out-
side Italy, with product companies that enable both prompt
responses to changes in the market, exploiting the related op-
portunities, and the maintenance of management margins.
This model of integration is based on a strategy of special-
isation that allocates each Group company its own profes-
sional expertise. Through direct interaction with the Personal
Financial Adviser Networks, the product companies are kept
constantly updated on any changes in customer needs and
are able to create the most appropriate investment solutions.
This is also accomplished through the Group Investment Cen-
tre, whose aim is to establish a unified market view that uses
different types of asset allocation approaches according to
customer profile, risk appetite and distribution network.

Distribution networks with well-known distinctive brands:
a model centred on the professional relationships between our
Personal Financial Advisers and customers, underpinned by the
strength of the Fideuram, Sanpaolo Invest and Intesa Sanpao-
lo Private Banking brands and their consolidated longstanding
reputation on the Italian market. The latter are key to attracting

new customers and top professionals in the sector with a com-
plete offering of products and services, bank branches and lead-
ing-edge expertise. Moreover, with the acquisition of the Morval
Vonwiller Group, the Group has undertaken an expansion of its
sales networks on international markets. A bricks and mortar
presence, with 235 bank branches and 321 Personal Financial
Advisers’ offices, enables us to offer our customers a complete
service that secures their loyalty and strengthens the Group’s role
as a one-stop-shop provider of banking products and services.

A service model based on Advanced Advisory support:
the professional relationship between each Personal Financial
Adviser and customer is based on a financial advisory service
model governed by a specific contract. These services are de-
livered in the following two ways:

e Basic Advisory Services: provided free of charge to all
customers and consisting in personalised advisory servic-
es regarding the customer’s investments, paying careful
attention to risk management and the suitability of their
overall portfolio;

16 —— Integrated Annual Report 2019 Fideuram - Intesa Sanpaolo Private Banking



1.4 Key factors in the value creation process

e Advanced Advisory Services: paid services provided on the
basis of a dedicated contract:

- SEl Advanced Advisory Service: this service identifies the
customer’s individual requirements classified by area of
need, analyses their overall position and risk/return pro-
file, and identifies appropriate investment strategies and
solutions for each individual area of need, monitoring
them over time.

Private Advanced Advisory Service: a personalised advi-
sory service with high added value for customers who
want to be actively involved in their asset allocation
choices with the assistance of their Personal Financial
Adviser and the support of one of our Financial Advisory
Unit specialists.

VIEW (Value Investment Evolution Wealth) Advanced
Advisory Service: an advisory service that takes all of a
customer’s assets into consideration and supports the
Personal Financial Advisers in their work of identify-
ing each customer’s specific requirements, classified by
area of need, including with the assistance of guideline
customer “archetype” profiles. The VIEW service ena-
bles the customer and their Personal Financial Adviser
to identify investment strategies and solutions for each
individual area of need in accordance with their risk/re-
turn profile and to monitor their wealth from a global
standpoint over time.

In addition, the Group also offers the following specialist ad-
visory services:

e Tax, legal and succession advisory services for asset plan-
ning.

e Fiduciary services, supported by Siref Fiduciaria.

e Advisory support to assist entrepreneurs manage the li-
quidity generated during significant business transitions,
such as Mergers & Acquisitions or Initial Public Offerings.

e Art Advisory services provided with the support of exter-
nal consultants.

e Real Estate Advisory services to support customers’ real
estate management needs both regarding disposable
property and property of potential interest. The needs
analysis is conducted internally or with the support of ex-
ternal consultants, including international consultants, for
valuation and agency services.

A Guided Open Architecture Approach: a model that of-
fers third-party products alongside our Group products to
complement them, satisfying even the most sophisticated
needs through partnerships with world-leading third-party
investment companies.

A clear focus on Private Banking customers and High Net
Worth Individuals, segments that account for approximately
75% of the Group’s client assets and which have high growth
prospects in the Italian and foreign markets. The related client
assets are, moreover, substantially above the threshold neces-
sary to obtain significant economies of scale and ensure the
creation of value in a manner that is sustainable over time.

The Private Wealth Management unit was upgraded in 2019,
in view of developing and serving the Private Banking and
High Net Worth Individuals segments of the Fideuram and
Sanpaolo Invest Networks, through a pro-active approach and
dedicated business model. The Private Wealth Management
unit supports the Personal Financial Advisers in assessing the
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needs of Private Banking customers through a dedicated ser-
vice model and an array of special products and services tar-
geted principally at business owner and professional house-
holds, who tend to demand solutions that protect value in its
various forms, while also being highly articulate about their
varied and complex requirements.

The dedicated business unit within Fideuram is organised into
units having various focuses as described below:

e Private Advisory Unit, which develops the array of financial
services offered to Private Banking customers, by coordi-
nating with the delegated structures and specialised Group
units, creating solutions to develop and protect the custom-
er's total assets;

Wealth Solution Competence Centre, which provides value
added services (e.g. household wealth protection analyses,
corporate finance, luxury goods management, property
management, etc.) by using the Central Departments or
Group Companies, selected providers for their realisation;

Services Development and Monitoring, which monitors the
distribution of services offered by the Unit to the Networks,
analyses the market trends for Private Banking services, and
gives input for the development of services offered and the
overall model.

Private Wealth Management and Network Relations Coor-
dination, which supports the network for access to banking
services dedicated to Private Banking customers. It provides
a dedicated lending desk, facilitating the exchange of in-
formation as necessary with Central Departments or Group
Companies specialising in access to credit, as necessary.

Fideuram has local Private Banking Centres dedicated to
meetings with customers.

Moreover, the Group enhances its provision for High Net
Worth Individual customers through an Intesa Sanpaolo Pri-
vate Banking Department that supports the Personal Financial
Adviser Network with dedicated products and strategies. The
Department is made up of the following units:

e Client Business Development, responsible for developing
the support provided to existing customers and for acquir-
ing new ones, including through the establishment of a
network of relationships with private sector operators and
external professionals, and through offering ordinary and
extraordinary financial services and lending services to busi-
ness customers.

e Competence Centre, offering specialist advisory support
providing wealth advisory, philanthropy advisory, art adviso-
ry, and real estate advisory services.

e Investment Solutions and Service Model, responsible for
monitoring the dedicated service model and finding cus-
tomised solutions for asset allocation and advisory on client
assets through analysis of their specific needs.

The HNWI customer service model, delivered through special-
isation of the network with dedicated resources and HNWI
Branches, aims to bring the most important relationships to-
gether in a small number of operating centres and to strength-
en our market coverage of the HNWI segment through the
creation of ad hoc organisational solutions. These branches
will liaise with the HNWI Competence Centre on a regular
basis in order to resolve any issues typical of a dedicated ser-
vice model.
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1. Business model - 1.5 Stakeholders

1.5 Stakeholders

The Group considers it crucial

to pursue its growth objectives
through constant interaction
with all the stakeholders
encountered in the course of its
business. Moreover, having the
creation of sustainable value as
a prime objective, it is a strategic
imperative for us to identify our
reference stakeholders accurately
and engage each of them in an
ongoing dialogue.

The Group's core business objective is to satisfy each and
every one of its customers, assisting them in the informed
management of their assets, offering them financial and
insurance advisory services and building longstanding rela-
tionships of trust. Our customers thus play a central role in
the Group's mission.

Our commitment to our shareholder is the starting point
in our pursuit of quantitative and qualitative growth that is
both sustainable over time and distinguished by consistently
excellent profitability.

Our colleagues play a prime key role in enabling us to
achieve our corporate objectives. The Group invests in them
constantly to enhance their individual competencies and
foster their professional growth. Our colleagues include our
Personal Financial Advisers, who are at the centre of our
business model. Our Personal Financial Advisers are profes-
sionals registered in the Italian National Register of Person-
al Financial Advisers and committed to the Group through
agency contracts or employed by the Group.

Our suppliers are business partners with whom the Group
works to our mutual benefit to achieve the objective of sat-
isfying needs connected with the purchase of goods and
services.

Our community comprises all the social and cultural entities
with which the Group interacts in the performance of its
business, including the leading investment companies with
which it has strategic relations.

The environment is the set of ecological and energy var-
iables which the Group may affect in the performance of
its business. The Fideuram Group believes that its work to
create sustainable value can only proceed hand in hand with
a commitment to reducing its ecological footprint.

Effective stakeholder engagement has numerous benefits
for the development of the Group’s strategy:

e promoting more effective risk management and enhan-
cing our reputation;

e enabling us to take all resources (knowledge, people and
technologies) into account to achieve our strategic objecti-
ves;

e helping us to achieve a more in-depth understanding of
the social environment in which the Group operates, in-
cluding market developments and new business opportu-
nities;

e building a climate of trust with its many reference inter-
locutors;
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1.5 Stakeholders

e |eading to more equitable and sustainable social development
by involving more parties in the decision-making processes;

e allowing us to play a social role through the management
of our customers’ assets and the succession management

of their financial assets.

STAKEHOLDER MATRIX

Our stakeholders interact with the Group in the course of
its business and collectively play a key role in influencing
strategic management decisions. The graph below shows
the importance of our main stakeholders in relation to our
business model, measured in terms of their influence/depen-
dency on the Fideuram Group.
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1. Business model - 1.5 Stakeholders

The Fideuram Group's principal stakeholders are mapped below:

STAKEHOLDER MAP

CUSTOMERS

High Net Worth Individuals
Private Banking customers
Affluent customers

Mass Market customers

Fideuram customers (no.)

Sanpaolo Invest customers (no.)

Intesa Sanpaolo Private Banking customers (no. of households)
Siref Fiduciaria customers (no. fiduciary mandates)

Intesa Sanpaolo Private Bank (Suisse) Morval customers (no.)
Client Assets (€m)

Average length of customer relationship Fideuram and Sanpaolo Invest
Networks (years)

Average length of customer relationship Intesa Sanpaolo
Private Banking Network (years)

2019

584,283
155,773
37,672
1,975
1,775
242,715

13

13

2018

565,870
152,081
37,321
2,032
1,829
213,069

13

12

SHAREHOLDER

Fideuram ordinary shares (no.

1,500,000,000

1,500,000,000

)
Par value (€) no-par shares no-par shares
Shareholders' equity (€m) 2,960 2,804
Intesa Sanpaolo S.p.A. -
Consolidated pay-out (%) 92.36 97.07
Separate pay-out (%) 98.33 99.48
Counterparty rating (Standard & Poor's) BBB/Negative BBB/Negative
COLLEAGUES
Employees: men (no.) 1,757 1,854
Employees: women (no.) 1,422 1,481
Employees Graduate employees (%) 51 49
Turnover (%) 15 15
Average training hours per employee (no.) 45 40
Personal Financial Advisers (no.) 5,834 5,995
Personal Financial Advisers Client Assets / Number of Personal Financial Advisers (€m) 42 36
Average training hours per Personal Financial Adviser (no.) 77 79
SUPPLIERS
IT services (€m) 25 23
Building management (€m) 16 56
Third-party services (€m) 107 105
Professional and insurance costs (€m) 19 23
Advertising and promotional costs (€m) 6 10
Other expenses (€m) 29 30
COMMUNITY
Leading investment
companies Charitable and other donations (€m) 0.5 0.2
Non-profit organisations Current taxes (€m) 368 334
Public institutions Indirect taxes and levies (€m) 252 237
Local Expenses regarding the banking system (€m) 24 20
Media
ENVIRONMENT
Environmental organisations Paper consumption per employee (kg) 53 60
Future generations Direct and indirect GHG emissions (scope and scope2) (tCO,) 2,833 3,960
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1.5 Stakeholders

Creating value for our stakeholders is one of the Fideuram Group’s prime objectives.

The distribution of the wealth created by the Group and transferred to its stakeholders is illustrated below:

DISTRIBUTION OF WEALTH CREATED

%

of provisions, depreciation and amortisation, deferred tax

O O The value created for our CUSTOMERS is reflected in the 257 2(1):1|8 25‘9
& & returns obtained through the subscription of financial
products offered by the Group.
29 29 29
A
)% The value created by the Group is distributed
ﬁ ﬁ to the SHAREHOLDER as dividend income.
37 38 37
0 The value created by the Group is distributed to the (m} 1 (m}
/Cj N COLLEAGUES through:
0O O e Fee and commission expense;
Cj\ /Q o Personnel expenses;
& e Provisions for the termination of agency agreements and
for the Personal Financial Adviser network loyalty schemes.
O 9 9
The value created for the SUPPLIERS is distributed through 7
Administrative expenses.
O@ The Group distributes the value created for the
Q COMMUNITY and the ENVIRONMENT through:
m e Fee and commission expense; 22 22
® Administrative expenses (donations); 20
e Direct and indlirect taxes and levies;
e Expenses for the resolution fund and deposit guarantee
scheme.
® VALUE RETAINED 5 5
\\§© %// This is the value remaining in the Group, mainly in the form .

assets and liabilities.
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1. Business model - 1.6 Business segments

1.6 Business segments

The Group's business model, based on financial advisory, covers three business segments:

MANAGED FINANCIAL ASSETS
SEGMENT, which extends from mutual
funds to SICAVs, alternative funds and
individual discretionary accounts.

LIFE INSURANCE ASSETS SEGMENT,
which covers unit-linked and traditional
managed insurance asset products
as well as pension and protection
products.

BANKING SERVICES SEGMENT, which
covers the Group’s banking and
financial services.

MUTUAL FUNDS

DISCRETIONARY
ACCOUNTS

S|E| Further information
on pages 83-89

MANAGED FINANCIAL ASSETS SEGMENT

The Group offers its customers:

The Group’s mutual fund products are developed following an Open Architec-
ture approach. They comply both with the UCITS Directive (mutual funds and
SICAVs) and AIFM Directive (alternative investment funds - AlF), whether Group
products or offered by third-party asset managers, and whether based inside or
outside ltaly.

The range covers the following different types of funds:

e Benchmark funds, with a return objective linked to a market index.

e Flexible funds, which seek to obtain positive absolute returns for different lev-
els of risk without being linked to a reference benchmark.

e Alternative, which seek to obtain absolute returns through a wider range
of investments than traditional funds. They mainly consist of Hedge Fund and
AIF products that provide access to private markets, enabling greater portfolio
diversification and market decorrelation. These funds have high subscription
thresholds and are intended for Private Banking customers.

Each of these different types of funds offers a choice of asset classes (equity,
fixed-income, money market and balanced products), investment policies and
portfolio structuring. Examples of the latter include ethical funds, funds distin-
guished by their special focus on Socially Responsible Investments (SRI), capi-
tal-protected funds, and target maturity funds.

The discretionary account solutions offered differ by management style and the
types of financial instruments in which they can invest.

MANAGEMENT STYLES

Flexible lines

e These are lines that have the objective of obtaining positive absolute returns
with limited correlation with the financial markets. As such, they are products
with a risk control policy based on respecting a maximum potential loss level
that constitutes a management limit.

Fideuram - Intesa Sanpaolo Private Banking



1.6 Business segments

Benchmark lines

e Lines that aim to generate an excess return with respect to a market index. This
category also includes discretionary accounts that invest in Group and third-par-
ty funds and funds that invest in securities, both with a range of risk profiles.

Personalized lines

e Lines built around a customer’s specific requirements which may aim to gen-
erate an excess return with respect to a customer-specific market index or to
obtain positive absolute returns through a risk control policy that reflects the
customer’s specific requirements with the option of reviewing the parameters
over time in relation to their changing needs.

TYPES OF FINANCIAL INSTRUMENTS

Multimanager Asset Management Funds

Mainly invest in mutual funds and SICAVs offered both by the Group and
third-party fund managers.

Portfolio Management
Mainly invests in financial instruments other than units/shares in funds/SICAVs.

The Group offers a flexible range of solutions in this area that can be tailored to
different customer needs in terms of the service, operational efficiency and tax
efficiency required (Fideuram OMNIA / Sanpaolo Invest OMNIA, Fideuram Folios,
Fideuram Tesoreria and the Intesa Sanpaolo Private Banking Portfolio Manage-
ment Contract).

Through Fideuram/Sanpaolo Invest OMNIA and Fideuram Folios, Fideuram and
Sanpaolo Invest have access to a wide range of investment lines of Fideuram
Investimenti SGR offering different management styles, geographical areas and
investment instruments that can be combined following a diversified approach to
investment type and risk. OMNIA discretionary account also offers solutions that
provide increasing levels of customisation in relation to the amount which may
be invested and can extend to the construction of “dedicated” lines for Private
Banking customers, supported by a specialist team.

Intesa Sanpaolo Private Banking offers a wide spectrum of investment lines or-
ganised by customer type, management style and investment risk. Customers of
high standing who wish to receive constant updates on the investment choices
made are served by the “Linee Dinamiche” (Dynamic Lines) managed by Intesa
Sanpaolo Private Banking, which offer a highly-personalised service in terms of
management style and underlying assets, and the “Linee Private” (Private Bank-
ing Lines) managed by Eurizon Capital using a specialist team dedicated to High
Net Worth Individuals. The “Linee Navigabili” (Navigable Lines), which complete
the range, enable customers to combine balanced solutions with solutions ded-
icated to specific categories of financial assets, in accordance with their invest-
ment profile.

Fideuram Tesoreria is a treasury management service designed specifically for the
Division’s institutional customers.

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 23
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1. Business model - 1.6 Business segments

LIFE INSURANCE ASSETS SEGMENT

The Group provides its customers with a wide range of insurance
products, including:

e Life insurance asset products (traditional insurance products, unit linked insur-
ance products and multi-class insurance asset products combining both the for-
mer) that pay a capital sum or an annuity upon the occurrence of a life-related
event (survival or death).

e Pension products (personal pension plans and open pension funds) that pay a
capital sum or an annuity on retirement.

e Protection products that insure against the risk of certain specified events.

_  Traditional insurance products provide for the payment of a premium by the policyholder in
lNSURANC E PRODUCTS return for the payment of a revalued capital sum, with the option of conversion into a life

TRAD|T|ONAL annuity which may be reversible (the latter being a form which allows the annuity to con-
tinue being paid to another person on the death of the beneficiary), upon the occurrence
of a life-related event (survival or death). Products in this category include “Fideuram Vita
Garanzia e Valore” offered by Fideuram and Sanpaolo Invest, and “Penso a te” and “Base
sicura Tutelati” offered by Intesa Sanpaolo Private Banking.

|NSURANCE PRODUCTS _ Unit linked insurance products provide for the payment of a capital sum upon the occur-

rence of a life-related event (survival or death), in return for the payment of a premium by
UNIT LINKED  the policyholder. The value of the capital sum is linked to the value of the internal funds or
mutual funds in which the premiums paid by the policyholder have been invested. These
policies thus provide a financial management service, while simultaneously offering optional
basic insurance coverage.
Products in this category include the “Fideuram Vita Insieme” family of policies offered
by Fideuram and Sanpaolo Invest, and the “FV Private Mix"”, “ISPL Selezione Private”, and
“|ISPL Prospettiva 2.0" policies offered by Intesa Sanpaolo Private Banking. These are flexible
solutions combining investment opportunities and insurance coverage.
The “Fideuram Vita Insieme” family of products offers different versions tailored to different
customer segments, with the highest level of personalisation being offered by “Fideuram
Vita Insieme Private”, the version offered to Private Banking customers.
The insurance products offered also extend to multi-class policies, which allow the custom-
er's investment to be allocated in varying percentages to a traditional segregated insurance
fund and to the Group’s mutual and unit-linked funds. This category includes the policy
“Fideuram Vita Sintonia” distributed by the Fideuram and Sanpaolo Invest Networks, the
policies “Synthesis” and " Synthesis HNWI", a version of the latter expressly for Private Bank-
ing customers of high-standing, distributed by Intesa Sanpaolo Private Banking.

PENS|ON AND The Group offers its customers personal pension plans and open pension funds that pay the
policyholder, upon retirement, a life annuity which can also be reversible (“pension prod-
PROTECT'ON PRODUCTS ucts”). This category includes the “Fondo Pensione Fideuram” open pension fund offered
by Fideuram and Sanpaolo Invest, as well as the “Il Mio Domani” open pension fund and
the “Il Mio Futuro” personal pension plan offered by Intesa Sanpaolo Private Banking.

The Group also offers its customers insurance products that cover the policyholder against
the risk of certain specified events (“protection products”). These are “pure risk” life or
accident products such as Term Life Insurance policies, which pay a capital sum upon the
death of the policyholder within the contractual term of the policy in return for the payment
of regular premiums, and health insurance policies, which reimburse the expenses required
due to accident or illness. Products in this category include “Fideuram Vita Serena” and
“Salute Fideuram”, offered by Fideuram and Sanpaolo Invest, and “Proteggi Salute” and
“CA Vita Futuro Protetto”, offered by Intesa Sanpaolo Private Banking.
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1.6 Business segments

BANKING SERVICES SEGMENT

The Group offers its customers the following services in this
segment:

e Banking services and in particular current accounts with ancillary services for
the lodging of securities, debit cards (issued by Fideuram and Intesa Sanpao-
lo Private Banking), credit cards (issued by Mercury Payment Services with the
Fideuram and Intesa Sanpaolo Private Banking logos, and by Nexi and American
Express), mortgages issued by Fideuram or by the Intesa Sanpaolo, and lease
products for Intesa Sanpaolo Private Banking (provided by Intesa Sanpaolo) and
lending products (principally secured by assets held with the Group itself).
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e Non-managed asset investment opportunities.

The products and services offered in the Banking Services Segment complement and com- C U RRENT ACCOUNTS
plete the products and services offered in the Managed Financial Assets and Life Insurance

Assets Segments.

S3I93LVHLS ‘T

The Group offers a range of current accounts with different conditions to suit different
customer needs and levels of financial assets.

Fideuram solutions satisfy customers’ specific needs and different target groups of custom- E—
ers. In particular, the Conto Fideuram One account is dedicated to those customers who use
their own current account in the traditional way. The Conto Fideuram Prime is aimed at cus-
tomers who use digital channels. The Conto Fideuram Private Banking and Conto Esclusivo
Fideuram Private Wealth Management accounts are dedicated to HNWI.

Other lines of current accounts are also available and are dedicated to specific commercial
offers with favourable rate conditions for specific periods and maximum deposit limits.
Intesa Sanpaolo Private Banking offers the “Conto Private Zero Spese” and “Conto Private
Flessibile”.

The Group offers a range of credit card solutions tailored for different customer profiles.

IXILINOD 1INYVIN '€

The Group offers its customers lines of credit that afford them cash flow flexibility, secured C RED|T SERV|C ES —
by investment products held with the Group or substantial assets managed by the Group
and short-term and medium-long term loans for up to fifteen years.

Credit services consist of two types: those provided by granting lending products secured
by collateral in the form of securities or other assets held with the Group, and lines of credit
secured by assets the customer has invested with the Group.

The Group offers its customers the option of investing directly in shares, bonds, structured NON_MANAG ED ASS ETS

bonds, certificates and other financial instruments on both the primary and secondary mar-
kets. It is also possible to make trades in repurchase agreements and, for Intesa Sanpaolo
Private Banking, securities lending. The Group offers bonds and certificates on the primary
market. These instruments are developed by Banca IMI and issued by Banca IMI, Intesa
Sanpaolo, supranational institutions or leading international issuers. The certificates with
fully protected capital offered by Fideuram and Sanpaolo Invest, and the special interest
investment theme certificates and bonds dedicated to customers of Intesa Sanpaolo Private
Banking are of particular importance in this category.

IDNVNY3IAOD 'S IDONVINHOANId ¥

SININILVLS TVIDNVNIA 9

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 25



1. Business model - 1.6 Business segments

The Fideuram Group carefully selects outstanding international managers to offer its own customers a greater possibility
of diversification. More than one third of our customers’ assets are now invested in products offered by the world’s best
managers.
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1.7 The commitment to sustainable development

1.7 The commitment to sustainable development

THE SUSTAINABILITY CONTEXT

The discussion about sustainable development began in 1987, when the United Nations World Commission on Environment
and Development published a document entitled the Brundtland Report (also known as “Our Common Future”), in which
sustainable development was defined as “development that meets the needs of the present without compromising the abili-
ty of future generations to meet their own needs”. Numerous institutional initiatives by the United Nations and the European
Union have followed since then, significantly raising focus on these issues, and launching transition of the economy from the
present development model to a sustainable development model.

UNITED NATIONS GLOBAL COMPACT

g . o e ) .
(01'4 UNITED NATIONS 5p¢c1f1ca//y, / ga/{ on you - individually through your firms, and co//ect/ve/){ through your
business associations to embrace, support and enact a set of core values in the areas of

o
-
= N 7
'; @" ; GLOBAL human rights, labour standards, and environmental practices”
w COM PACT (Kofi Annan, Secretary General of the United Nations, \World Economic Forum, 31 January 1999, Davos)

The United Nations Global Compact is a United Nations initiative established in 2000 with the aim of promoting a sustainable
global economy. This initiative encourages companies around the world to adopt sustainable policies and to share, support and
implement in their own sphere of influence a series of fundamental principles for human rights, labour standards, environmen-
tal protection and the fight against corruption, and to publish the results of the actions taken.

This initiative was proposed for the first time in 1999, at the World Economic Forum in Davos, by the former Secretary General
of the United Nations, Kofi Annan, who asked world economic leaders to initiate a Global Compact in support of the ten Uni-
versal Principles concerning human rights, labour, environmental protection and the fight against corruption, and to implement
the United Nations Goals . The Global Compact is a network bringing together governments, enterprises, United Nations
agencies, trade union organisations and social organisations, guiding them towards a more inclusive and sustainable global
economy by sharing, implementing and spreading the principles and values promoted by the initiative.

Since 2000, the year when the initiative was launched at UN headquarters in New York and became operational, the Global Com-
pact has steadily grown to become a genuine global forum called to address the most critical aspects of globalisation. The Compact
originated with the idea that those enterprises that have a strategic, long-term vision focused on social responsibility, innovation and
accountability can contribute to a new form of globalisation characterised by sustainability, international cooperation and partnership
in a multi-stakeholder perspective that assures everyone the opportunity to share its benefits. The enterprises that support the Global
Compact commit themselves to integrate the ten Universal Principles in their own strategic vision and in their organisational culture
and daily operations and, more generally, to support the broader development goals set by the United Nations.

The 10 Universal Principles that the supporters of the Global Compact promise to uphold in their own operational activities are
listed as follows:

Labour Environment Anti-Corruption

PRINCIPLE 10

Human rights

PRINCIPLE 1 PRINCIPLE 3 PRINCIPLE 7

Support and respect the protection
of internationally proclaimed human
rights in one’s respective spheres of
influence.

PRINCIPLE 2

Do not be complicit in human rights
abuses, either directly or indirectly.

Uphold the freedom of association
and the effective recognition of the
right to collective bargaining.

PRINCIPLE 4

Eliminate all forms of forced and
compulsory labour.

PRINCIPLE 5
Abolish child labour.

PRINCIPLE 6

Eliminate discrimination in respect of
employment and occupation.
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Support a precautionary approach to
environmental challenges.

PRINCIPLE 8

Undertake initiatives to promote
greater environmental responsibility.

PRINCIPLE 9

Encourage the development and
diffusion of environmentally friendly
technologies.

Work against corruption in all its
forms, including extortion and
bribery.
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1. Business model - 1.7 The commitment to sustainable development

PRINCIPLES FOR RESPONSIBLE INVESTMENT - PRI

In 2005, Kofi Annan, Secretary General of the United Nations, invited the principal international institutional investors to
develop a set of Principles for Responsible Investment. These principles were presented at the New York Stock Exchange in
2006. They highlight the financial relevance of environmental, social and good corporate governance (ESG) issues, defining
a reference framework for investors as a contribution to the development of a more stable and sustainable financial system.
The Principles have been endorsed by over 2,300 signatories, including institutional investors, asset management companies,
and service providers.

Principles for Responsible Investment

1. Incorporate environmental, social and governance (ESG) issues into investment analysis and decision-making processes.
2. Be active owners and incorporate ESG issues into one’s own ownership policies and practices.

3. Seek appropriate disclosure on ESG issues by the entities in which one invests.

4. Promote acceptance and implementation of the Principles within the investment industry.

5. Work together to enhance mutual effectiveness in implementing the Principles.

6. Report on one’s activities and progress towards implementing the Principles.

SUSTAINABLE DEVELOPMENT GOALS - SDGS

On 25 September 2015, the General Assembly of the United Nations adopted the Agenda 2030 for sustainable devel-
opment, an action plan for individuals, the planet and prosperity signed by the governments of the 193 member states
of the United Nations. It incorporates 17 Sustainable Development Goals (SDGs) in a grand action plan for a total of 169
targets to be achieved over the next 15 years. The SDGs and associated targets establish the global priorities for 2030 and
define an integrated action plan for individuals, the planet, prosperity and peace.

The adoption of Agenda 2030 represented an historic event in various ways. The current development model was clearly
found to be unsustainable for the first time, not only in environmental terms but also in economic and social terms, in an
integrated conception of the various dimensions of development. All countries are called on to contribute to the effort to
lead the world on the path of sustainability, without any more distinctions between developed, emerging and developing
countries. Therefore, every country has to commit to defining its own strategy to achieve the SDGs by the established
deadline.

Given its scope, implementation of the Agenda 2030 demands major involvement by all members of society, from com-
panies to the public sector, from civil society to philanthropic institutions, from universities and research centres to infor-
mation and culture specialists. A key role is given to all companies, regardless of their size, sector or geographic location,
which are called on to take a strongly proactive approach to sustainable development, through the implementation of
new models for responsible business, investments, innovation, technological development and action in partnership. In
particular, companies are called on to add the SDGs to their own plans and financial statements, aiming at a reduction in
the impact of their own activities on the ecosystem, streamlining the use of human and material resources, and drastically
reducing waste, while encouraging the creation of new jobs and redistribution of the wealth produced as a contribution
to the struggle to eliminate poverty.
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1.7 The commitment to sustainable development

PARIS CLIMATE AGREEMENT

At the Paris Climate Conference (COP21) in December 2015, 195 countries adopted the first universal and

legally binding climate agreement, agreeing to commit themselves effectively to limit the average increase in

' global temperature to 1.5°C by 2030, to cooperate at the international level to achieve that goal, and to re-

s inforce the capacity of companies to deal with the impact of climate change. The Paris Agreement came into
corar-curn force on 4 November 2016. All Member States of the European Union ratified the agreement.

Currently, the Sustainable Development Goals (SDGs) and the Paris Climate Agreement offer the strongest common
agenda for achieving peace and prosperity at the global level. The Global Compact serves to be the catalyst for
future changes, guiding the private sector towards achievement of the SDGs by 2030.
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ACTION PLAN OF THE EUROPEAN UNION

The European Union played a decisive role in defining the Global Agenda 2030. On 22 November 2016, the European Commis-
sion published the document entitled “Next steps for a sustainable European future”, in which it links the SDGs to the EU strategic
framework to ensure that all actions and strategic initiatives, both within it and at the global level, take the Sustainable Develop-
ment Goals into account from the very beginning.

The European Commission has repeatedly revisited this issue, with the aim of expressing the ways through which the Sustainable
Development Goals can be achieved in the best way and how the European Union can make its best contribution by the scheduled
deadlines, assuring a sustainable future for European citizens.

In light of the Sustainable Development Goals, the Paris Agreement and the transition to a low carbon emission, climate change
resistant, circular and efficient economy in terms of resources, the European Union believes that a crucial role has to be played by
banks and financial institutions, since they can channel financial flows to activities in the Green Economy and promote the growth
of sustainable investments.

In 2016 the European Commission appointed a High Level Experts Group on sustainable finance (HLEG) commissioned to provide
advice on the elaboration of an interdisciplinary and global strategy for sustainable financing by the European Union, with a special
focus on the challenges that climate and environmental risks represent for the financial system and the need to prepare the finan-
cial markets to address those challenges. Acting on the basis of the eight recommendations issued by the HLEG in January 2018,
the European Commission elaborated the Action Plan on sustainable finance with ten operational actions to be taken.

Actions of the Action Plan
1. Introduce a European Union “taxonomy” for sustainable finance, a shared system for the definition and classification of sustainable products and services.
2. Create standards and certifications for green bonds, to support market credibility and shore up investor confidence.
3. Boost investments in sustainable infrastructure.
4. Introduce amendments to the MiFID 2 and IDD Directives and the ESMA Guidelines on assessment of the adequacy of products in advisory services.
5. Develop sustainability benchmarks.
6. Integrate the ESG criteria in the assessments of ratings agencies and market research.
7. Include sustainability criteria in the definition of the fiduciary duty of institutional investors and asset managers.
8. Analyse the possible lowering of minimum capital requirements of banks in sustainable investments, when the risks profiles are lower.
9. Improve the quality and transparency of non-financial disclosures.

10. Encourage the integration of ESG criteria and the adoption of a long-term approach in the decision-making processes of Boards of Directors.
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1. Business model - 1.7 The commitment to sustainable development

CLIMATE ACTION SUMMIT

The Climate Action Summit was held in New York on 22 September 2019 as part of the United Nations General Assembly.
During the summit, another 77 countries announced their commitment to achieve zero net emissions by 2050, and anoth-
er 70 countries committed themselves to achieving even more ambitious reduction targets by 2020 than those adopted
with the Paris Agreement. Additionally, a major contribution was received from the financial and corporate world. Various
fund managers will try to present financial plans based on zero net emissions by 2050, and numerous private compa-
nies will align themselves with the obligations established by the Paris Global Climate Conference. Moreover, 130 banks
from around the world have adopted the Principles for Responsible Banking (PRB), an initiative of the United Nations
Environment Programme in the financial sector (UNEP-FI). The programme aims to promote measures in favour of the
development of a sustainable banking sector, by aligning it with the goals of the United Nations Agenda 2030 and those
of the Paris Climate Agreement.

Principles for Responsible Banking
1. Alignment: Orient business strategies to compliance with the Paris Climate Agreement.

2. Impact and target setting: Concretely pursue the goal of reducing the actions that negatively impact the environment and publishing the results achieved in
that sense.

3. Clients and Customers: Commit to supporting activities aimed at the well-being and prosperity of future generations.
4. Stakeholders: Raise the awareness of the various stakeholders involved in banking activity concerning the sustainability goals.
5. Governance and culture: Take action so that the sustainability goals become full-fledged benchmarks for internal governance systems.

6. Transparency and accountability: Make the progress towards ever-greater compliance with sustainable development principles public and verifiable, by
pursuing a responsible approach oriented towards a reduced environmental impact.

The Principles for Responsible Banking represent a key step marking another goal in the definition of various reference
frameworks in different economic, financial and political sectors. In particular, the activities operated by the banking sec-
tor are aligned with the Principles for Responsible Investment and the Principles for Sustainable Insurance and allow the
creation of a scope of action to determine what a “responsible bank” is.

EUROPEAN GREEN DEAL

Since the Paris Climate Agreement, the European Union has desired to affirm itself as the global leader in the fight
against climate change. This orientation was reinforced with the appointment of Ursula von der Leyen as President of
the European Commission. Since her first introductory speech to the European Parliament on 11 December 2019, the
environmental issues and initiatives to be implemented in the fight against climate change have assumed a central role in
planning activities. Consequently, the first act taken by the new European Commission was to issue its announcement on
the “Green Deal”, with the aim of establishing the path for a just and socially fair transition to be undertaken to eliminate
greenhouse gas emissions by 2050.

The core of the plan is the establishment of a €100bn fund to be allocated to the most vulnerable regions and sectors,
to encourage the power conversion of all European industry and 50 actions affecting the life and health of individuals,
industry, the energy sector, mobility, and heating of buildings.

30 —— Integrated Annual Report 2019 Fideuram - Intesa Sanpaolo Private Banking



1.7 The commitment to sustainable development

REPORTING STANDARDS “Theory and good management practice emphatically underscore that measurement is the
premise for guiding the behaviour of individuals and organisations. “If you can’t measure
it, you can’t improve it”.

(Peter Drucker, Economist)

So, measuring sustainability is fundamental and possible through adequate indicators. Likewise, the measurement of tradi-
tional business performance entails the existence of a reliable database and designing a system of interrelated indicators, to
acquire and govern an overview of performance.
The SDGs render sustainable development a global and measurable goal to be reported in corporate financial statements in
relation to corporate strategies and performance.

GRI Standards

The GRI Standards issued by the Global Reporting Initiative are an international standard for sustainability reporting and
constitute a universally accepted reporting model, guided by the goal of facilitating the comparability, reliability and verifi-
ability of information.

Integrated Reporting Framework

The International Integrated Reporting Council (IIRC) is the international initiative that worked on preparation of a bench-
mark framework for the Integrated Financial Statements, published in December 2013.

An integrated report is a summary communication tool addressed to all stakeholders, which describes the ways in which
an organisation creates value over the short, medium and long term through description of the business model, strategy,
governance and external context and performance.

OUR COMMITMENT “We will always be more willing to vote against executives and board members when
companies do not make sufficient progress in terms of sustainability disclosures and do not
prepare sustainability guidelines and business plans”.

(Laurence D. Fink, Chairman and CEO of BlackRock)

Our Group has been committed for years to reporting on the activities it performs to create value and sustainable growth.
Fideuram has reported its ESG activities and results since 2005, first with the social responsibility report and, beginning in
2013, with its Integrated Annual Report, adopting the principles contained in the Integrated Reporting Framework issued by
the International Integrated Reporting Council (IIRC).

Our Group is also called on to make its own contribution to achieve the Sustainable Development Goals set in the Agenda
2030, which is realised through:

e Its core activity of developing and distributing financial products, by introducing products with ESG character-
istics in its offering.
For years, the products and services offered by the Fideuram Group have allowed it to satisfy the demands of customers
who are most sensitive to ESG issues, simultaneously reconciling the risk, return and diversification goals required by pro-
fessional portfolio management with moral values and convictions.
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1. Business model - 1.7 The commitment to sustainable development

The following table illustrates the range of sustainable products developed by our Group and their connection with the
Sustainable Development Goals:

Product
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1.7 The commitment to sustainable development

e Corporate activity as a whole that has a positive impact on the Sustainable Development Goals.
The following table describes the existing connections between the main tangible themes identified for our Group, the
stakeholders and the Sustainable Development Goals impacted by corporate activity.
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As a member of the Intesa Sanpaolo Group, Fideuram also enjoys benefits deriving from the membership and active partici-
pation of Intesa Sanpaolo in international networks and associations on sustainable development themes.

Intesa Sanpaolo has adopted the Global Compact, the Equator Principles and the Principles for Responsible Banking of the
United Nations Environment Programme — Finance Initiative (UNEP-FI). Moreover, Intesa Sanpaolo is included in numerous
sustainability indices, including the Dow Jones Sustainability Indices, the FTSE4Good Index Series, the MSCI ESG Indexes, the
Climate Change A List 2019 of Carbon Disclosure Project, the index of the 100 most sustainable companies in the world,
managed by Corporate Knights, and the thematic 2020 Bloomberg Gender — Equality Index dedicated to gender equality.

eecc0cccccccccccncse
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2.1 Chairman’s Statement

2.2 Managing Director’s Statement

2.3 Group strategy

Client assets
totalled €242.7bn,
up €29.6bn

on 2018

Client assets
managed through our
Advanced Advisory
Services totalled

€38-8 bn,

up 7% on 2018

Wealth created
(€m)

2,906
2,766 2,775 B

2,530 2,537

2015 2016 2017 PAE:] 2019






2. Strategies - 2.1 Chairman’s Statement

2.1 Chairman’s Statement

Paolo Maria Vittorio Grandi
Chairman

”We will continue
to guarantee forms
of investment that
focus on the quality
of our offering and
will intensify our
commitment to
sustainable finance 11

At a time when the Italian economy is struggling to get firmly back on the growth
path, our industry is facing a crucial challenge, namely that of getting Italian
household savings towards the production system again. Savings are the first and
real accelerator of development.

The possibility of improving the composition of liabilities, by diversifying the
sources of loans, appears strategic to small and medium-sized Italian enterprises,
which form the core of the Italian economic system. But even for households, in
a context of low if not even negative rates, it is of fundamental importance for
them to be able to shift the composition of their portfolios from liquidity to more
remunerative asset classes, which also open the doors to the “real” economy. This
is why advisory services, planning and financial education, which represent the
“heart” of our work, are fundamentally important.

A research study recently calculated that the resources invested in the Italian
“real” economy by the private banking industry totalled a little less than €126bn,
up from €120bn in 2018. This significant contribution has the potential to grow.
One third of private investors would be willing to allocate a portion of their own
portfolios to support production activity.

However, there is an even more ambitious objective than simply returning to
growth: there is the goal of promoting “quality” growth.

Sensitivity over the effects of investment activity on the environment, individuals
and society has grown enormously over recent years. Yield, capital and interest
are no longer the only evaluation criteria considered by investors. Therefore, gov-
ernance, social and environmental responsibility issues have received great atten-
tion in all of our Group’s initiatives for some time now.

We will continue to guarantee forms of investment capable of satisfying the in-
creasingly complex needs of customers, focusing on the quality of our offering
and identifying new opportunities for growth and awareness in our investors.
Moreover, in the future, we will increase our commitment to sustainable finance
by developing funds and discretionary account solutions which implement ESG
investment strategies. We will confirm our support for area bodies and local com-
munities, taking part in scientific, cultural, humanitarian and welfare initiatives.
We will continue our promotion of financial culture.

This is the contribution that we want to continue making to the lasting and sus-
tainable development of Italy.
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2.2 Managing Director’s Statement

2.2 Managing Director’s Statement

During 2019 we achieved the best results ever achieved by Fideuram - Intesa
Sanpaolo Private Banking: net profit of €906m and a total of €242.7bn in client
assets which, together with net inflows of €10.9bn, confirm the excellent quality
of the work done every day by our personal financial advisers, managers, and staff
at head offices and at our subsidiaries.

Our business model, which is centred on professional advisory services and the
creation of long-standing relationships of trust between our customers and per-
sonal financial advisers, has proven to be a winning formula and continues to
guarantee sustainable value growth over time, capable of introducing discipline
in investment processes.

We will continue to invest in the selection and training of our networks - Fideuram,
Sanpaolo Invest and Intesa Sanpaolo Private Banking — since we believe that it is
essential to focus on the constant improvement of skills, professional expertise
and innovation, to anticipate needs and thoroughly analyse our customers’ finan-
cial and portfolio needs.

Yet again, economic and financial fundamentals confirm that our Group has a
solid foundation, with it being oriented for some time towards new paths for
growth, like private markets, international business and new management tools.

I am completing my mandate as the operational head of the Private Banking
Division after a five-year term, during which | have worked with an excellent group
of professionals. Together we have built the first private bank in Italy, addressing
the needs of ever-more sophisticated customers and guiding the Company along
a growth path that has generated a significant increase in the total amount of
client assets, from €178.8bn, and net profit, from €582m, since the end of 2014.

I thank each one of my colleagues who have contributed with great enthusiasm to
overcoming the many challenges we have faced during these past several years.
I will still be making a contribution from a more institutional position, devoting
special attention to the most important customer segment (HNWI).

420, Miye

Paolo Molesini
Managing Director

Net Profit
(€m)
906
582
2014 2019

Client Assets

(€bn)
243
179 T
2014 2019

Average portfolio value per
Personal Financial Adviser
(€m)

42
31 I'l-'l
2014 2019

Net inflows 2015-2019

+49.7 bn
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2. Strategies - 2.3 Group strategy

2.3 Group strategy

The favourable performance of markets in 2019, which ended on a positive note for the
principal asset classes, was partly the result of the weakness exhibited in the last quarter
of 2018, which had opened up a differential between valuations and fundamentals and
forced a monetary policy response by central banks. Only the liquidity parked in the eurozone

recorded a negative return.

The loosening of credit conditions was the dominant theme
of the year, and the element that most accounted for the
positive performance of the principal asset classes. Political
risks (mainly the trade tensions between the United States
and China, and Brexit) injected volatility, mainly in late
spring, but those fears gradually subsided, especially during
the last quarter of 2019.

From the macroeconomic point of view, we think that dur-
ing the first part of 2020, we will see the business cycle sta-
bilise, and that growth in major countries during the whole
year might be slightly lower than in 2019, but we do not
expect recessionary risks in the short term. This scenario is
compatible with the stabilisation of interest rates because
the valuations of high-quality government bonds discount a
worse macroeconomic situation than our reference scenar-
io. Nevertheless, we also do not believe that the potential
for growth in yields is significant, because the economic cy-
cle is mature, inflation is still under control and central banks
are maintaining an accommodative stance.

The valuations of the riskiest asset classes, debt and equities,
are still medium-high in absolute terms, but still favourable
in relative terms as compared with government securities.

Credit spreads have tightened very much and reached lev-
els that already discount macroeconomic progress and the
effects of renewed injections of liquidity. In contrast, we
believe that over the next few months, equities can be sup-
ported by the combination of a macroeconomic context
suggesting an improvement in the sequential growth of
profits and of stable rates encouraging a repositioning of
asset allocation that is more favourable to the stock market.

The year 2019 was hallmarked by the full implementation
of the MIFID 2 Directive, which expanded the disclosure of
costs and returns on customer portfolios. Those entities hav-
ing a business model based on long-term relationships with
their customers and the provision of high-quality, personal-
ised services have consolidated their own leadership in Italy
and mitigated the marginal impact on profitability.

In this context and in line with the Intesa Sanpaolo Group
Strategic Plan, the Private Banking Division has set itself im-
portant goals for the period 2018-2021:

* Reinforce its leadership position on the Italian mar-
ket by accelerating its growth rate from past levels and
maintaining its cost efficiency levels.

e Support foreign growth and international expansion.

¢ Evolution of the Division into a “digital champion”:
- by reinforcing the digital channels and brand visibility,
thereby expanding the customer base;
- boosting the Bank’s level of innovation both through
improved digitalisation and through Advanced Analytics
initiatives.

Based on these goals, five priority initiatives have been
identified for the Private Banking Division over the next few
years:

1. Dedicated Service Models: the specialisation of the ser-
vice models for Division Networks will be upgraded. The
Intesa Sanpaolo Private Banking Network will not only con-
solidate the service model for HNWI customers, through
nine dedicated centres and the activation of additional spe-
cialised local customer centres, focusing on the extension
of services and standardisation of Network practices, but
will also continue developing the tools and offering of spe-
cialised products and services. The Fideuram and Sanpaolo
Invest Networks will also introduce new service models to
cover specific Network needs (e.g. generational change,
new advisers) and the customer base (e.g. affluent) with
differentiated commercial targets, products and services.

2. Recruitment and Advisers Factory: the recruitment
of Financial Advisers and Personal Financial Advisers will
increase significantly, and training activities for their pro-
fessional development will be upgraded.

For example, the hiring of high quality candidates bring-
ing large portfolios will be improved partly through the
organisation of a recruitment HUB whose aim will be to
assist the Personal Financial Advisers with their integra-
tion in Fideuram, reinforce their skills, and facilitate their
activity, thereby guaranteeing service quality.

The innovative “mixed” employment agreement (s.c. “Mino-
tauro” — a part-time employment agreement complemented
by an agency agreement as Financial Adviser with commis-
sions) will also be launched at Intesa Sanpaolo Private Bank-
ing. This will permit both the recruitment of top-end Personal
Financial Advisers and the development of new customer as-
sets and profitability of the current Personal Financial Advisers
who opt to sign the new employment agreement, with those
benefits to be generated by the knock-on effect of the com-
mission-based remuneration model.
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The program for recruiting new talents both from the uni-
versity world and among professionals already working
in the sector will be stepped up, reinforcing the brand
of Fideuram - Intesa Sanpaolo Private Banking as a top
employer. The training of Financial Advisers and Personal
Financial Advisers will be continually improved by exploit-
ing the experience of the Fideuram Campus and certifi-
cation programs developed by major Italian and foreign
universities, borrowing existing best practice and adapt-
ing training courses to the new needs of the Networks
and customers.

The implementation of innovative processes and struc-
tures like the Fideuram Campus and the recruitment HUB
dedicated to hiring and development will make it possible
to create an “Advisers Factory” for the training of the
“Future Personal Financial Advisers”. Moreover, a “Learn-
ing Factory” is being developed to improve the offering of
digital content that can be used at any time on different
devices (e-learning online).

. Upgrading of products and services offered: the ser-
vice model will be further improved in response to the
regulatory and market context, through action aimed at
reinforcing the core offering and pursuing the path of
innovation. Consolidation of Fideuram’s leadership in
the field of Advanced Advisory Services will be pursued
through further development of wealth management ad-
visory services targeting the Private/HNWI customer seg-
ment.

Efforts will also be focused on developing the range of
products and services offered by reinforcing, for exam-
ple, in-house investment products (e.g. multi-authorisa-
tion products, alternative products) and increasing mar-
keting efforts for lending and the range of banking and
insurance products aimed at specific customer segments.
A range of high-return and low-liquidity products will
then be introduced to adapt to the new market context.

Intesa Sanpaolo Private Banking will continue its product
research in view of offering innovative investment solu-
tions aimed at the different Private Banking and HNWI
customer segments. In particular, an advisory model ded-
icated to the Lower Private banking segment will be de-
veloped.

The Fideuram and Sanpaolo Invest Networks will focus in
particular on the evolution of product and service plat-
forms (including Folios Platform, FAl Platform, Private
Insurance Platform) which, by exploiting their flexibility,
permit growing levels of personalisation to address the
needs of different customer segments, with a special fo-
cus on the Private Banking and High Net Worth Individual
customer segments.

. Growth of foreign operations: the international pres-
ence of the Private Banking Division was established with
the creation of the new international hub named Inte-
sa Sanpaolo Private Bank (Suisse) and the Morval, which
took place in February 2019. The main branches in Ge-
neva and Lugano and the international Personal Finan-
cial Adviser Network, including the Representative Office
in Bahrain and the Advisory Company in Uruguay and
Argentina, will make it possible to expand the Division’s
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scope of action even to areas with great potential, such as
the Middle East and South America. The implementation
of risk monitoring measures typical of the governance
culture that is deeply entrenched at the Intesa Sanpao-
lo Group and its subsidiaries will support their business
development through the qualitative and quantitative re-
inforcement of Control and Governance units. Adoption
of the information technology and operational platform
benchmark for the international market of Private Bank-
ing will enable the rapid scalability of the new service
model. Finally, the definition of a new product offering
conceived to meet the investment requirements of inter-
national customers will position the activity of the Bank
among its top competitors in the sector.

. Evolution of Fideuram - Intesa Sanpaolo Private

Banking into a “digital champion”: the digital cus-
tomer experience will be entirely reconfigured, with the
aim of raising its level to the top of the sector; in a single
online environment, the home banking and trading func-
tions will be integrated with evolved tools to manage in-
vestments, with innovative functions for interacting with
the Personal Financial Adviser. In parallel, a “constella-
tion” of apps for smartphone will be created, to enable
customers to have an optimal experience even when they
are on the go. Furthermore, a new digital channel will be
realised to acquire and serve “self-directed” customers.
New methods for online engagement will make it pos-
sible to intercept new customer segments and increase
the number of newly acquired customers. Synergies with
the current service model will permit the full develop-
ment and exploitation of the potential of newly acquired
customers. Digitalisation will also include revision of the
Division’s main processes to boost their effectiveness and
efficiency through end-to-end automation. Continuous
optimisation of the digital platform will also enable the
development of distinctive analytical skills for data that
can be used for deeper understanding of what is hap-
pening at the company and identifying performance im-
provement measures (advanced analytics).

A strong focus on issues related to Corporate Social
Responsibility is an integral part of all the initiatives of
the Group and lies behind its objectives. The Group will
continue to boost its commitment to sustainable finance
by developing funds and discretionary account solutions
which implement ESG investment strategies. It will con-
tinue to play an active role supporting and working with
area bodies and local communities, taking part in scien-
tific, cultural, humanitarian and welfare initiatives. Finally,
activities promoting financial awareness and actions to
reduce the environmental footprint of corporate activities
will continue. As part of the five initiatives and CSR com-
mitments described above, the Group intends to achieve
as many strategic objectives as will collectively enable the
Group to achieve its prime goal of creating value sustain-
ably over time.

Further information
ﬁ e On page 73
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3.1 Economic scenario
3.2 Growth prospects
3.3 Group competitive position

The MSCI ACWI index

(in dollars) stood at

565-24 at the end of 2019

(455.66 at the end of 2018)

Source: Bloomberg

Drivers of the managed assets
market 2020-2022:

¢ Reallocation of portfolios

in favour of the managed asset
and insurance components

* Reduced impact of debt
securities and liquidity in the
portfolios
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3. Market context - 3.1 Economic scenario

3.1 Economic scenario

Global growth slowed down moderately in 2019 across all major geographic areas (with the
sole exception of Japan). The growth trend substantially tracked expectations in the United
States, but it was weaker than expected in China and, especially, in the eurozone (particularly
in Germany).

The trade tensions between the United States and China
triggered by the protectionist pivot made by the Trump
Administration weighed heavily on economic activity, es-
pecially in the manufacturing sector. Trade tensions esca-
lated in two successive phases, one in May and the other
in August. These were marked by sharp and unexpected
increases in tariffs on growing volumes of Chinese imports
into the United States (to which the Chinese authorities
responded by raising tariffs on imports from the United
States). The trade war also expanded in the area of tech-
nology supremacy (with the ban imposed by the US on
Huawei). Tensions diminished in the final part of the year
. and, in December, the governments of the two countries
USA reached a preliminary agreement on trade relations that,
for the first time since the beginning of 2018, also called
for a reduction in previously applied tariffs. In Europe, an
additional negative effect came from the uncertainty sur-
rounding Brexit. The risk of a disorderly exit of the United
Kingdom from the European Union was avoided only at
the end of the year, with a broad majority obtained by the
Conservative Party in the parliamentary elections held on
12 December. This made it possible for Parliament to ratify
the exit agreement negotiated by Prime Minister Johnson
with the European Union in October.

1.2%

Eurozone

6.1%

China The growing uncertainty over growth prospects, tied main-
: ly to trade tensions, against the backdrop of generally sub-

~ dued inflation, triggered a decisively accommodating shift

1 1 % in monetary policy, which was particularly marked in the
3 case of the Federal Reserve Bank. After having raised in-
Japaﬂ terest rates in December 2018 and implying that additional

rate increases were likely over the short term, the Federal

Reserve Bank markedly altered its own approach by moving

towards a neutral position during the first few weeks of the

0 _2 % year. The intensification of trade tensions and slowdown in
ltal manufacturing activity then induced the Federal Reserve
aly to cut rates by a total of 75 basis points between the end
of July and the end of October. Even the European Central
Bank, which had completed its own Quantitative Easing
program at the end of 2018, considerably softened its own
position as the months passed by, until it implemented an
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3.1 Economic scenario

expansionary package of measures in September including,
inter alia, the relaunch of its purchase of securities and an-
other cut in the deposit rate. Expansionary measures were
also decided during the year by the Chinese Central Bank,
while the Bank of Japan made no significant changes in
its monetary policy (which was already ultra-expansionary).

10-year Bund and BTP yields
(%)
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Source: Bloomberg Bund yields —— BTP yields

In the United States, the GDP growth rate slowed down
moderately from its 2018 level, mainly due to the deceler-
ation in consumer spending and, above all, in non-residen-
tial investment spending, which was negatively impacted
by growing political uncertainty, mainly in connection with
trade relations. This final factor also weighed on business
confidence, especially in the manufacturing sector, which
suffered a sharp deterioration in the second half of the
year. However, economic growth remained quite buoyant,
as reflected in persistently robust employment growth. In
fact, the unemployment rate continued sinking to 3.5%,
its lowest level since the 1960's. However, the greater use
of labour was only partially reflected in wage and salary
growth, which remained quite moderate. Price pressures
also remained quite limited and, in particular, the con-
sumption deflator net of food and fuel, which had reached
2% in the middle of 2018, stayed far from that percentage
in 2019.

The slowdown in the business cycle recovery in the euro-
zone continued in a context still conditioned by high un-
certainty and by persistently low inflation, which induced
the European Central Bank to boost monetary stimulus
significantly. The recovery proceeded at a relatively modest
pace: GDP growth, which was slightly greater than 1%,
was the lowest since 2013 and was largely supported by
domestic demand, especially in the service sector, with the
resilience of the labour market guaranteeing support for
consumer spending. In contrast, conditions in the manufac-

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 43

turing sector worsened significantly due to the uncertainty
deriving from the trade tensions between the United States
and China and the complex issues surrounding Brexit. The
United Kingdom should have left the European Union at
the end of March 2019 but the British government asked
for a postponement to the end of October so that the new
government headed by Boris Johnson could negotiate a
new divorce agreement with the European Union. After
the parliamentary elections that resulted in the clear vic-
tory of the Conservative Party, the divorce agreement was
approved by the British Parliament in December, opening
the way to Brexit in January 2020. Political uncertainty was
further exacerbated by the European Parliament elections
at the end of May, when the populist parties managed to
significantly increase their influence. In Italy, the political
crisis in August ended with the formation of a new, more
pro-European government. Inflation was the most surpris-
ing variable in 2019, triggering a significant decline. Core
inflation (i.e. net of food and energy) remained stable at
1% for the seventh consecutive year, showing a slight ten-
dency to increase only in the final months of the year. The
European Central Bank, which had decided in December
2018 to end its Quantitative Easing programme, again
found itself in the position of having to modify its mon-
etary policy in a more expansionary direction. In March it
announced that its rates would remain unchanged until
the end of the year and prepared new measures in support
of the banking sector (TLTRO-IIl, which began in Septem-
ber). In June it prepared the markets for the adoption of an
expansionary package of measures that was implemented
in September (albeit against broad internal opposition):
the deposit rate was cut yet again (by 10 bps to -0.50),
while simultaneously introducing a tiering system for bank
reserves (to moderate the negative impact on bank earn-
ings), while reopening the Quantitative Easing program
(20bn monthly for purchases of securities beginning in
November). Finally, Mario Draghi’s tenure as President of
the ECB ended in November. Christine Lagarde assumed
the presidency by announcing that the ECB would work in
2020 to revise its own monetary policy strategy.

The slowdown in economic growth in Asia, following on
the deceleration in global growth, induced central banks
to adopt an expansionary approach that was rendered pos-
sible by low inflationary pressures. In China, GDP growth
at the beginning of the year was stronger than expected
but then slowed down in the second half of the year, due
to the trade war with the United States and a rather weak
trend in infrastructure investments. The authorities main-
tained an accommodating monetary and fiscal policy from
the beginning of the year, but that had only limited effects
on economic growth. The sudden acceleration in inflation
at the end of the year did not represent an obstacle to
monetary policy moves, since it was triggered by the rise in
food prices due to the spread of swine flu. The foreign ex-
change rate trend was heavily impacted by the fluctuating
changes in trade relations with the United States govern-
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3. Market context - 3.1 Economic scenario

ment, with the dollar depreciating sharply between May
and August. During the first half of the year, GDP growth
in Japan was quite robust, but the combined effect of ad-
verse weather conditions and the consumption tax increase
negatively impacted GDP growth in the second part of the
year. Inflation continued to fall far short of the 2% target
rate sent by the Bank of Japan, decelerating in spite of
the VAT increase. The central bank continued to pursue an
ultra-accommodating policy, and limited itself to making
merely formal adjustments while avoiding changes to its
reference rates.

The major relaxation in financial conditions triggered by
the shift to accommodating monetary policy was reflected
in a marked reduction in bond yields and, notwithstand-
ing the trade war and uncertainties surrounding the pros-
pects of the global economy, in a strong performance by
the stock markets, especially in the United States (with the
S&P 500 index rising by nearly 29%). The STOXX-600 index
in Europe rose by 23% (with the Italian market overper-
forming), while Japan and the Emerging Markets reported
increases of just over 15% (for the Topix and MSCI indices
in dollars). On the bond markets, the drop in yields on 10-
year government bonds was significant both in the United
States (about 75 bps) and in Europe (over 40 bps for the
Bund, whose yield was constantly negative from mid-May
and reached -70 bps in the summer).

The spread between Italian government bonds and the
Bund narrowed significantly, especially after the Italian
government crisis in August.

Stock market performance
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Source: Bloomberg DJ STOXX 600 — S&P 500

Bond market performance
(10-year government bond yields)
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Historic Market Retur

20

2019

The following table shows the historic market result broken down by return bands.

2010

2011 2012

2013 2014

2016

3.1 Economic scenario

2017 2018

USA shares

Global
Government
Euro hdg

EU Corporate
Bonds

EMU Monetary

EM local debt

EU Corporate
Bonds

EMU
Government
Bonds

Pac formerly
Japan shares

EMU Monetary

Global
Government
Bonds Euro hdg

ITALY shares

EMU
Government
Bonds

Euro Inflation
Linked

EMU Monetary

Oil

USA
Government
Bonds

GLOBAL HY Euro
hdg

EMU Monetary

Global
Government
Bonds Euro hdg

Italy Government
Bonds

Global Hedge
Fund EUR

Convertible

EU Corporate
Bonds

Euro Inflation
Linked

EM local debt

Italy Government
Bonds

Global
Government
Bonds Euro hdg

W>3% 0% /3% H-3%/0% MW<-3%

The information, opinions and data contained in this table do not in any way constitute research, recommendation, investment advice, investment advisory or any other form of advice and

are subject to change.

The data shown refer to the past. Past results do not constitute a reliable indicator of future results.

Source: Prepared by Fideuram Investimenti SGR S.p.A..
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3. Market context - 3.2 Growth prospects

3.2 Growth prospects

THE WORLD MARKET!

World wealth continued growing in 2019, mainly due to the effect of an increase in non-financial assets.

During the last 12 months, global wealth increased by $9,100bn, reaching $360,600bn with a growth rate of about 2.6%.
That was higher than the rate reported during the downturn that occurred in 2014-15, but still lower than the average growth
rate reported during the years after the 2008 financial crisis. Nevertheless, wealth creation exceeded population growth, push-
ing pro capita wealth to an historic high of $70,850 (+1.2%).

Annual contribution (%) to growth of wealth per adult by component, 2000 - 2019

20

15

10

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

M Financial wealth M Non-financial wealth Debt == Net worth

Source: James Davies, Rodrigo Lluberas and Anthony Shorrocks, Global Wealth Databook 2019.

Since 2008, the year of the crisis, gains in global household wealth have been driven by an increase in financial assets. Financial
assets suffered during the financial crisis, to then perform better subsequently, continuing to make a substantial contribution
to the growth in household wealth, accounting for 39% of the increase in gross wealth worldwide and 71% of the increase in
North America. Over the last 12 months, non-financial assets have provided the main stimulus to overall growth in all regions.
Household debt rose even faster, at an aggregate rate of 4%. Debt increased in all geographic areas, and reached double-digit
levels in China and India.

1. The information presented in this part was taken from the “Global Wealth Report 2019" published by Credit Suisse in October 2019.
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3.2 Growth prospects

In geographic terms, wealth has grown in all regions. The wealth of households in North America grew by $4,100bn, $3,900bn
of which in the United States. China and Europe contributed $3,000bn to aggregate growth, and the Asia-Pacific Area (ex-
cluding China and India) contributed $825bn. Notwithstanding the economic problems in Argentina and Venezuela, wealth
grew by $463bn in Latin America, where Brazil alone contributed $312bn. In percentage terms, India (5.2%) and Latin America
(4.9%) grew at a higher rate, while Africa, China and North America grew by 3%-4%.

World Wealth Map, 2019

e =
o 0 S Ywte

'&*‘

7

Wealth levels (USD)
H Below USD 5,000
Il USD 5,000 to 25,000
UsD 25,000 to 100,000
I Over USD 100,000
No data

A

Source: James Davies, Rodrigo Lluberas and Anthony Shorrocks, Global Wealth Databook 2019.

Concerning the unequal distribution of aggregate wealth among the different geographic areas together, North America
and Europe represent 57% of aggregate household wealth, but they account for only 17% of global population. Inequality
is modest in China and in the Asia-Pacific Area, while it is becoming more and more pronounced in Latin America, India and
especially Africa (Fig. 2).

Notwithstanding the financial crisis of 2008 and the recent economic problems in emerging economies, global wealth grew
by $244,000m between 2000 and 2019. There were two distinct sub-periods. Prior to the global financial crisis, global wealth
grew at 10% p.a. Since 2009, after recording a decline in 2008, wealth has grown moderately at 5.1% p.a., reflecting the
low rate of GDP growth in the global economy. It is estimated that global financial wealth will continue growing at an average
annual rate of 4.9% over the next five years, marking an increase of about $98,000m by 2024 and an increase of $14,400 per
adult.

Between 2000 and 2019, emerging economies more than tripled their share of global wealth, with it rising from 9% to 29%.
However, their growth rate has slowed down over the last five years.

It is forecast that emerging economies will recover their vigour and boost their share of global wealth to 31% by 2024. More-
over, it is estimated that China will have $23,000m more wealth (+36%) and India $4,400m (+43%).

In terms of composition, it is expected that non-financial assets will grow faster over the next five years, by about 1% every
year. After a period of stability between 2007 and 2017, it is forecast that household debt will increase by 42% by 2024, with
a future impact of 13% on gross assets.
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3. Market context - 3.2 Growth prospects

WEALTH CONCENTRATION

The global wealth pyramid 2019
(3.79:’2)

> USD 1 million USD 158.3 trn (43.9%)

499 m
(9.8%)

USD 100,000
to 1 million

USD 140.2 trn
(38.9%)

UsD 10,000
to 100,000

USD 55.7 trn
(15.5%)

1,661 m
(32.6%)

< USD 10,000 UsD 6.3 trn
(1.8%)
2,883 m

Wealth (56.6%)

range

Total wealth
(% of world)

Number of adults (percent of world adults)

Source: James Davies, Rodrigo Lluberas and Anthony Shorrocks, Global Wealth
Databook 2019.

The global wealth pyramid 2018
0%

> USD 1 million USD 142.0 trn (44.8%)

436 m
(8.7%)

UsD 100,000
to 1 million

USD 124.7 trn
(39.3%)

UsD 10,000
to 100,000

USD 44.2 trn
(13.9%)

USD 6.2 trn
(1.9%)

< USD 10,000

3,211 m
Wealth (63.9%)

range

Total wealth
(% of world)

Number of adults (percent of world adults)

Source: James Davies, Rodrigo Lluberas and Anthony Shorrocks, Global Wealth
Databook 2018.

Wealth concentration can be shown as a pyramid where the
largest number of people are in the base tier, comprised of
adults with wealth below $10,000. In 2019, it is estimated
that these individuals number about 2.9bn, equal to 57% of
the global adult population living in these conditions.

The growth of emerging economies, including China, and
the expansion of the middle class has boosted the number
of adults having average wealth ranging from $10,000 to
$100,000. Their numbers have risen from about 514m in
2000 to 1.7bn in 2019, representing 32.6% of the glob-

al adult population, and hold average wealth totalling
$33,500bn. Taking these two tiers together, about 90%
of the adult population have a combined net worth of ap-
proximately $62,000bn, accounting for 17.3% of the glob-
al total.

At the top of the pyramid are the 546m individuals with
wealth over $100,000. About 10.7% of the population
owns 83% ($298,500bn) of aggregate wealth. In geograph-
ic terms, the United States holds first place with the most
millionaires, 18.6m, representing 40% of the global total.
With 6% of the world’s millionaires, Japan long held second
place in the ranking, but it has been overtaken by China,
with its 10% share of millionaires. Following these countries
are the United Kingdom and Germany with 5%, France with
4%, and Italy, Canada and Australia with 3% of the total.

Number of dollar millionaires
(% of world total)

United 40
States

Hong Kong SAR,
China

Taiwan 1
(Chinese Taipei)

Korea 2
india 2
Switzerland 2

Spain

22—
Netherlands 2 —-'

Australia 3
Canada 3
Italy 3
France4
Germany 5 -

United
Kingdom

Japan 6
China 1 O

Rest of 1 1
World

%
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3.2 Growth prospects

High-Net-Worth Individuals
The breakdown of the top of the global wealth pyramid -
individuals with wealth of more than $1m - is shown below.

Credit Suisse estimates that there are about 168 thousand ul-
tra-high net worth individuals (UHNWI) worldwide, with this
referring to individuals possessing net assets of more than
$50m. HNWI number 46.6m adults and hold wealth ranging
in value for $1m to $50m. Of these, about 41.1m adults fall
in the $1m - $5m range; 3.7m adults fall in the $5m - $10m
range, and about 2m adults fall in the $10m - $50m range.
Ultra high-net-worth individuals are concentrated in particu-
lar regions and countries, and tend to share more similar life-
styles, for instance participating in the same global markets
for luxury goods and holding portfolios focused on financial
assets. North America heads the ranking with 84,050 indi-
viduals (50%), followed by Europe with 33,550 individuals
(20%), the Asia-Pacific Area (excluding China and India) with
22,660 individuals (14%). Forecasts indicate that the adults
having an average wealth ranging from $100,000 to $1m
will grow by 114m individuals, of whom 65m in medium in-
come countries, 37m in high-income countries, and 12m in
low-income countries. According to estimates, the number
of global millionaires might exceed 62m in 2024, and it is
expected that the number of millionaires from low-income
countries will increase rapidly.
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The top of the pyramid 2019

> USD 50 million 168,030

USD 10 to 50 million 1,837,290

UsD 5to 10 mil\io-682,140

USD 1 to 5 million

41,104,790

Wealth
range

Number
of adults

Source: James Davies, Rodrigo Lluberas and Anthony Shorrocks, Global Wealth
Databook 2019.

The top of the pyramid 2018

> USD 50 million 149,890

USD 10 to 50 million 1,631,460

USD 5to 10 m\lliolZBS,QSO

USD 1 to 5 million

37,087,950

Wealth
range

Number
of adults

Source: James Davies, Rodrigo Lluberas and Anthony Shorrocks, Global Wealth
Databook 2018
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3. Market context - 3.2 Growth prospects

Managed assets overview

(€bn)
2018 (*) 2017 2016 2015 2014

ASSETS

Household financial assets in Italy (HFA) 4,190 4,337 4,186 4,193 4,072
Consolidated managed assets (MA) 1,498 1,512 1,400 1,335 1,257
- Mutual funds 320 328 301 286 251
- Discretionary accounts 840 859 801 801 737
- Life insurance technical reserves 624 627 633 580 529
- Pension funds 167 162 94 94 84
- Adjustments (453) (464) (429) (426) (344)

MA as % of HFA 36% 35% 33% 32% 31%

FLOWS

Household financial assets in Italy (HFA) 41 a4 15 18 26
Consolidated managed assets (MA) 16 48 50 98 111
- Mutual funds 6 25 12 32 40
- Discretionary accounts 5 4 18 42 25
- Life insurance technical reserves (3) (6) 53 51 15
- Pension funds 4 4 4 4 5
- Adjustments 4 21 (37) (31) 26

MA as % of HFA 39% 109% n.s. n.s. n.s.

(*) The 2018 data are estimates.

n.s.: not significant

Source: Bank of Italy

THE ITALIAN MARKET? gered not by real disposable income, which will grow less in

2020 than in 2019 (0.7% as opposed to 1.1%), but rather
by a different consumer attitude of households, partly due
CONSUMER SPENDING to the redistributive effects of tax policies. In fact, part of the
higher disposable income was allocated to savings in 2019,

; T : o while in 2020, a slight increase in consumer spending (92 %)
started growing again in the third quarter (0.4%). A strong will push consumption to grow a little more than disposable

impulse came from the purchases of durable goods (1.9%) income. Wealth will grow by 1.4% in 2019 (Fig. 5) and slow
and semi-durable goods (0.8%), marking a jump from down in 2020 (0.4%).

the previous quarter, while the consumption of non-du-

rable goods maintained its pace of expansion (0.5%).

This generalised growth benefited from distribution of the Italy: consumer confidence (Fig. 1)

basic income guarantee, improvement in consumer expec-  2010=100, movable 3-month averages, last figure November 2019

tations between July and September, and the dynamism
of the labour market as reflected by employment growth,
hours worked, and gross income.

After two quarters of stagnation, Italian consumer spending

170 115

110
According to Prometeia, Italian household consumption is 150 105
growing moderately but uncertainty is starting to weigh 130 \\/_\\/\
again. In fact, the September report indicated a timid re- 100
covery in consumer confidence during the summer months 10 /\\ 95
after a year of declines (Fig. 1). The forecast for the last

quarter of the year indicates that consumer spending will % %
slow down after the growth reported in the third quarter, 85
but it also anticipates good prospects for 2020 upon full im- 70 80
plementation of the basic income guarantee and new meas- 2013 2014 2015 2016 2017 2018 2019

ures in support of household income added to the 2020

Budget Law. Consumer spending will grow from 0.6% in  —— Economic indicators Employees (right)

2019 to 0.8% (Fig. 2), marking a slight change in pace trig- Source: Prometeia processing of ISTAT data.

2. The information presented in this section has been taken from the Prometeia publication “Forecast Report — December 2019".
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3.2 Growth prospects

The rate of growth in Italian household spending will not
suffer shocks over the duration of the three-year forecast,
remaining lively. Even real disposable income will continue
growing at a constant rate

in line with consumption, being driven from 2021 by a recov-
ery in income and employment but slowed down by a sharper
increase in consumer prices and less generous social benefits
than in 2019 and 2020. Real wealth will accumulate at modest
rates, with the positive contribution of the financial compo-
nent, which will gradually diminish and with real assets that
will resume growing moderately after a decade of stagnation.

Consumer spending, disposable income
and propensity to consume . 2)

percentage changes in consumption and disposable income, percentage
values for propensity to consume

94
93
- 92
91
2

89

88
2008 2010 2012 2014 2016 2018 2020 2022

Consumption —— Disposable income —— Propensity to consume (right)

Source: Prometeia forecasts using ISTAT data.

Net wealth of households in
real terms percentage changesand contribution of
com ponents percentage points (Fig. 3)

o

w

r"‘
ll
: ‘M‘I ‘!n!!I===,!'E_-_

V|

2000 2003 2006 2009 2012 2015 2018 2022

M Homes M Net financial assets Total

Source: Prometeia forecasts using ISTAT and Bank of Italy data.

THE INVESTMENT MARKET

In the first half of 2019, household financial wealth nearly re-
covered all that it had lost in the second half of 2018. The
stocks of financial assets at current prices rose to €4,315bn,
just 0.3% less than in June 2018, due to the positive perfor-
mance of the stock markets and fall in rates that resulted in
the positive performance of managed products and suppor-
ted bond prices. Growth was mitigated by the performance
of equity investments in unlisted Italian companies, more than

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 51

€90bn less than a year ago, due to the slowdown in economic
activity. Financial wealth should increase by 4.5% by the end
of the year, more than what was lost in 2018, thanks to the
extremely positive contribution made by the financial markets.
The growth rate over the next three years will fall to an average
2.1% annually, with a contribution by financial markets that,
after the jump in 2019, will lead to around 1% average annual-
ly and new investment flows of around 1.1%.

The preference for liquidity grew in 2019. During the first 10
months of the year, deposit inflows hit their historic high du-
ring the first 10 months of the year, with volumes close to those
reached during the 12 months of 2008 and 2012, years of in-
tense uncertainty and growing risk aversion. In recent months,
greater liquidity was also generated by the more intense pace in
the reduction of non-managed assets, after the fall in interest
rates, which was only partly channelled to other components of
investment. In fact, mutual funds started growing again in the
third quarter, supported mainly by the distribution activity of per-
sonal financial adviser networks, but with net inflows volumes
that were low in the historic perspective. The insurance market
continued to perform positively due to the sale of multi-business
products, which offset the contraction in traditional products
and outflows from unit linked products. So, for the end of the
year, mutual funds should remain at nearly stable levels (+0.1
percentage points, to 10.9%), due to the positive contribution
made by the markets, while technical reserves will grow by 0.6
percentage points, approximating one quarter of the portfolio.
Liquidity will remain equal to one third of the stocks, and debt
securities will fall due to divestments from government bonds
and bank bonds. Looking forward, over the next few years, low
interest rates will also support the reallocation of portfolios in fa-
vour of managed assets and insurance components, which have
the potential of generating higher income for portfolios through
investment on the financial markets with diversified products.
Another stimulus for mutual fund growth may come from re-
cent legislative changes to Savings Investment Plans (PIR), which
removed the investment restrictions imposed at the beginning
of 2019 and which had blocked its offering. At the end of 2022
mutual funds may still appreciate in price, rising to 12.4%,. debt
securities will fall below 5%, while the accumulation of liquidity
will fall compared with 2019, while remaining positive due to
the combined effect of the low opportunity cost of holding it
and persistently greater aversion to risk (Fig. 4).

Households: breakdown of financial
assets in Italy ig. 4

percentages
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Source: Prometeia forecasts using Bank of Italy data.
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3. Market context - 3.2 Growth prospects

FOCUS ON THE PRIVATE BANKING MARKET?

The Private Banking market can be defined as the group of
operators that offer personalised financial portfolio manage-
ment and/or advanced financial advisory services to individ-
uals who have personal or household assets or assets con-
nected with their professional or business activity and that
include bank, insurance, financial instrument, real estate, and
real assets.

The portion of wealth managed by Private Banking represents
a significant percentage of the investible financial assets of
Italian households (nearly 30%). The reference to financial
wealth defined as “investible” derives from the fact that the
financial portfolios of individual investors entrusted to the Pri-
vate Banking service only include liquidity, securities, assets
managed on an individual or collective basis, and life insur-
ance products. Therefore, unlisted equity investments and
shares are not considered, in connection with the fact that
these are held directly by households without the intermedi-
ation of Private Banking operators, just as in the case of units
of employee termination indemnities and other insurance re-
serves. The data show a sector that is growing and which,
over the years, has managed to preserve and increase the
trust of its customers while gaining market share. This indus-
try has demonstrated its capacity for quick recovery at criti-
cal moments of difficulty on the financial markets (consider
2018, the most recent example of a financial market collapse,
and 2011, the year of the sovereign debt crisis) and to in-
crease the value of managed assets at an average annual rate
higher than that of other operators that manage the financial
wealth of Italian households. During the period covered by the
study, Private Banking came to manage €844bn (Figure 5),
posting growth of 6% in the first half of 2019, which was
higher than the 2.6% change realised by other operators
outside the scope of Private Banking. The increase in assets
depended simultaneously on a positive effect of the financial
markets on the value of invested portfolios, net inflows from
Private Banking households who had already been served,
and the acquisition of new customers from other operators.

Portion of wealth of Italian households

managed by Private Banking . s)
(figures at 30 June 2019)

Household wealth in Italy

~10,500 €bn

Investible financial wealth
Deposits, securities, managed
assets, other financial assets

28% 844 €bn

Investible financial
wealth managed by
Private Banking
(average financial
portfolio €1.7m)

Non-investible financial
wealth

Treasury shares, life insurance
reserves, other reserves

Property wealth
Homes and non-residential
properties

Non-financial wealth
Land), intellectual property,
other

Source: AIPB processing of Bank of Italy and Prometeia data.

In regard to sector forecasts, according to a research realised
by AIPB and Prometeia, the domestic Private Banking market
will continue growing over the next two years at an average
annual rate of 3.4%, higher than the rate estimate for the
rest of the market, which will remain at around a 2% average
annual rate. The portfolios of Italian households served by
Private Banking feature a number of peculiarities as compared
with retail households, both in terms of average size (€1.7m)
and level of investment (Figure 6).

Portfolios managed by Private Banking
in comparison with those of
other operators g 6

(figures at 30 June 2019)
884 €bn 2,219 €bn
16.6%
39.2%

4.8%

15.9%

Private Banking Other Operators

M Direct M Inflows into Inflows into M Insurance
inflows: non-managed assets:  managed assets: products:
liquidity and other bonds, Government Open and closed-end Class I, Class Il
own bank bonds securities, Shares, ETF, investment funds, Class IV, Class VI,

certificates, Other Discretionary accounts, Multi-Class Policies,
non-managed assets Other inflows into Other insurance
managed assets products

Source: AIPB

In fact, liquidity has a very limited weight (16% of client as-
sets, as compared with 53% for retail households) alongside a
high proportion of direct investments in securities (non-man-
aged assets, accounting for 24% of client assets, compared
with 5% for retail households) and assets managed on an
individual or collective basis (39% as opposed to 17% for
retail households). Insurance products instead represent 21%
of the assets managed by Private Banking, with a weight sim-
ilar to what is found in retail portfolios (25%).

3. The information presented in this section has been taken from the publication “Economia reale e private banking: una analisi dell'impatto del settore sul paese — AIPB”, January 2020.
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3.2 Growth prospects

FOCUS ON ESG INVESTMENTS*

Over the last several years, the sustainable finance market has
been growing significantly at global, European and ltalian lev-
els. Client assets are growing according to sustainable and re-
sponsible investment strategies, and the number of operators
who integrate ESG (environmental, social and governance)
criteria in their investment strategies and choices is grow-
ing. However, in a scenario characterised by a complex and
constantly evolving market, it still is not entirely clear what is
meant by sustainable and responsible investment (SRI). Gen-
erally speaking, a sustainable and responsible investment is
that investment which “aims to create value for the investor
and for society as a whole through a medium-long term strat-
egy and which, in the assessment of companies and institu-
tions, integrates financial analysis with environmental, social
and governance analysis”>.

Sustainable investments can be broken down according to
various strategies that can be applied simultaneously to the
same portfolio and to different asset classes (shares, bonds,
private equity and private debt, etc.).

The most common SRl strategies are as follows:

¢ Exclusions (Negative/exclusionary screening): exclusion of
several issuers, sectors or countries according to specific
principles and values (including the most frequently used
criteria: arms, pornography, tobacco, etc.).

Best in class (Positive/best-in-class screening): selection
or weight of the portfolio investments according to ESG
criteria, privileging the best ones in a sector, a category or
an asset class.

International conventions (Norms-based screening): se-
lection of investments according to compliance with in-
ternational regulations and treaties (the most commonly
used ones are those defined by the OECD, UN and UN
agencies).

ESG integration: selection of investments according to
the integration of environmental, social and governance
criteria with financial criteria.

Engagement (Corporate engagement and shareholder
action): constructive dialogue with issuers on sustainability
issues and exercise of voting rights connected with partic-
ipation in share capital.

e Thematic investments (Sustainability themed investing):
selection of investments according to one or more ESG
themes (e.g. climate change, energy efficiency, health,
etc.).

Impact investing (Impact/community investing): invest-
ments in companies, organisations and funds made with
the intention of generating a positive and measurable so-
cio-environmental impact, together with a financial return.

At the global level, the data of the Global Sustainable In-
vestment Alliance (GSIA), which monitors sustainable and
responsible investments, show that the assets invested ac-
cording to SRI strategies are growing over the years, rising
from $22.9tr in 2016 to $30.7tr in 2018 (+34%).

Snapshot of global sustainable investing
assets, 2016-2018

REGION 2016 2018
Europe $ 12,040 $ 14,075
United States § 8723 $ 11,995
Japan $ 474 $ 2,180
Canada $ 1,086 $ 1,699
Australia/New Zealand $ 516 $ 734
TOTAL $ 22,890 $ 30,683

Note: Asset values are expressed in billions of US dollars. All 2016 assets are
converted to US dollars at the exchange rates as of year-end 2015. All 2018 assets
are converted to US dollars at the exchange rates at the time of reporting.

Most investments are concentrated in Europe which, with
$14.11r, represents 46% of the global SRI market. The Unit-
ed States comes in second place, with $12tr, or 39% of the
market.

Proportion of global sustainable investing
assets by region 2018

Canada )
Australia/New Zealand

M Japan 2

7

M Europe

% “

M United States

39

The most widely used SRI investment strategy at the global
level continues to be the one based on negative screening,
i.e. the exclusion of issuers in specific at-risk or compro-
mising sectors, with a total of $19.8tr under management,
accounting for about 36% of the total. The strategy that
integrates the ESG factors into the analysis comes in second
place, with a share of 32%. Negative screening is the most
widely used strategy in Europe, while ESG integration is the
choice guiding sustainable and responsible investments in
the United States, Canada, Australia and New Zealand. The
Engagement strategy predominates in Japan instead.

4. The information presented in this section has been taken from the publication “2018 Global Sustainable Investment Review" — Global Sustainable Investment Alliance.

5. Definition identified in 2013 by a working group of the Forum for Sustainable Finance
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3. Market context - 3.2 Growth prospects

Sustainable investing assets by strategy
and region 2018

Impact/community
investing

Sustainability themed
investing
Positive/best-in-class
screening

Norms-based

screening

Corporate engagement
and shareholder action

ESG integration L]
Negative/exclusionary
screening
- $5,000 $10,000 $15,000 $20,000

M EFurope M United States Canada Australia/New Zealand Japan

Note: Asset values are expressed in billions of US dollars.

Although the invested volumes are lower, the Best in Class,
Thematic Investments and Impact Investment strategies,
which are based on the concept of aligning the investment
with specific behaviour, assets and positive results, have post-
ed major growth over the last two years.

Global growth of sustainable investing

strategies 2016-2018

$20,000

$15,000

5$10,000
$5,000 I
- m [ | I

ons

Bill

Corporate

Impact/  Sustainability  Positive/ Norms- engagement G Negative/
community  themed best-in-class based  and shareholder exclusionary
; . . N : integration

investing  investing screening  screening action screening
M2018 544426 $1.017.66 $1,.84187 $4,679.44 $9,83459 $17,543.81 $19,770.96
2016 $248.47 $276.16 $818.01 $6,195.40 $8,385.17  $10,353.20 $15,063.57
g(';fl’zﬂhs 79% 260% 125%  -24% 17% 69% 31%
CAGR 33.7% 92.0% 50.1% -13.1% 83% 30.2% 14.6%

Note: Asset values are expressed in billions.
Some corrections to the 2016 strategies have been made.

Retail and Institutional Investors: The investments man-
aged by professional managers are often classified as “retail”
or "institutional”. Retail investments are those individual in-
vestments in private funds that are professionally managed
by banks or asset management companies with relatively low
minimum investment levels, while assets classified as "insti-
tutional” are managed on behalf of institutional entities such
as pension funds, universities, foundations and insurers with
higher minimum investment levels. Although institutional in-
vestors tend to dominate the financial market, the interest of
retail investors in sustainable and responsible investments is
constantly growing.

Global shares of institutional and Retail
sustainable investing assets 2016-2018

100%
90% 20% 25%
80%
70%
60%
50%
40% 80%
30%
20%
10%

2016
Retail M Institutional

2018

Note: Institutional and retail investor data were not collected in Australia/New Zealand.

Asset allocation: sustainable investments extend across the
entire range of asset classes commonly found in diversified in-
vestment portfolios. The following figure illustrates the asset
allocation measured in Europe, the United States, Japan and
Canada in 2018. Fifty-one per cent of assets are Public Equity
and 36% are Fixed Income. Only 3% is in real estate and in
private equity/venture capital.

Global Sustainable Investing
Asset Allocation 2018

PEA/C Other

3

M Public Equity

51

M Real Estate/
Property

3

M Fixed Income

36

Note: Other includes hedge funds, cash/deposits, commodities, infrastructure, and not
otherwise specified. Asset allocation data were not collected in Australia/New Zealand.
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3.3 Group competitive position

3.3 Group competitive position

The Fideuram - Intesa Sanpaolo
Private Banking Group is a
leader in the provision of
advisory support and financial
products and services for high-
end customers.

The Group’s distribution model is built
on three well-known brands, Fideuram,
Intesa Sanpaolo Private Banking and
Sanpaolo Invest. All three have consoli-
dated reputations on the Italian market
among customers and Personal Finan-
cial Advisers alike, strengthened by
their Networks’ constant ability to act
as a melting pot, synergistically bringing
together not just individual profession-
als in the sector but entire companies
as well. As part of the foreign devel-
opment project of the Group, the cre-
ation of the new Swiss hub has given
new stimulus to international growth,
in view of expanding the scope of
Fideuram activities outside Italy.

The Group has a leading position in its
reference market (Asset Gathering), be-
ing ranked seventh in Europe and third
in the eurozone for client assets.

The Group is, moreover, the undisput-
ed leader of the lItalian managed as-
sets market and in the distribution of
financial products through Networks of
Personal Financial Advisers registered in
the Unified Register of Financial Advis-
ers, taking a very solid first place in the
Assoreti ranking with a 37.7% market
share at 31 December 2019 (amount-
ing to approximately €233.6bn). More-
over, the Group took first place in 2019
both for total net inflows (€10.8bn)
and for net inflows into managed as-
sets (€4.9bn).

Top 10 Private Banking operators in Europe

(Data as at 31.12.2019 - €bn)

CLIENT ASSETS
UBS ™ 2,346
Credit Suisse @ 744
Deutsche Bank 487
BNP Paribas 393
Julius Bar 393
HSBC 321

I Fideuram - Intesa Sanpaolo Private Banking 243 I

Santander @ 221
Pictet 217
ABN-AMRO 195

(1) Invested assets (Global Wealth Management division)
(2) Client assets of the Suisse Universal Bank — Private Clients, IWM — Private banking and Asia Pacific — Private Banking

divisions
(3) Client assets (Private Bank)
(4) Estimated figure

Source: Internal processing based on financial statements, presentations, press releases and websites.

The tables below analyse the assets management market and net inflows in Italy by
the main Groups operating in the country.

Market shares by Client Assets

(€bn)

Fideuram Group (*)

Banca Mediolanum

Finecobank

Banca Generali Group

Allianz Bank

Azimut Group

Credito Emiliano Group
Deutsche Bank Group

Unione di Banche Italiane Group
Monte dei Paschi di Siena Group

31.12.2019
CLIENT % OF TOTAL
ASSETS CLIENT

ASSETS

233.6 37.7
76.8 12.4
70.7 11.4
66.8 10.8
51.8 8.4
43.6 7.0
335 5.4
14.9 2.4
10.1 1.6
6.7 1.1

31.12.2018
CLIENT % OF TOTAL
ASSETS CLIENT
ASSETS
205.5 40.0
67.5 13.1
59.9 1.7
57.5 11.2
45.3 8.8
384 7.5
5.2 1.0
14.0 2.7
8.7 1.7
6.2 1.2

(*) Includes the client assets of the Fideuram, Sanpaolo Invest and Intesa Sanpaolo Private Banking Networks.

Source: Assoreti (Italian Association of Companies Selling Financial Products and Investment Services).

Total net inflows and into managed assets

(€bn)

Fideuram Group (*)
Finecobank

Banca Generali Group
Banca Mediolanum
Allianz Bank

Azimut Group
CheBanca

Credito Emiliano Group
BNP Paribas Group
Unione di Banche Italiane Group
Deutsche Bank Group

2019
TOTAL NET NET INFLOWS

INFLOWS INTO
MANAGED

ASSETS

10.8 4.9
5.1 2.9
5.1 2.8
3.3 2.0
3.1 2.6
2.3 1.7
1.7 1.3
1.1 0.8
0.9 0.7
0.7 0.2
0.7 0.4

2018
TOTAL NET  NET INFLOWS
INFLOWS INTO
MANAGED
ASSETS
9.2 3.4
5.5 1.7
5.0 2.2
35 2.5
34 23
1.2 0.7
- 0.2)
1.0 0.6
0.2 (0.1)
0.7 0.4

(*) Includes the net inflows of the Fideuram, Sanpaolo Invest and Intesa Sanpaolo Private Banking Networks.
Source: Assoreti (Italian Association of Companies Selling Financial Products and Investment Services).
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4.1 Overview of 2019

4.2 Reclassified financial statements

4.3 Client financial assets

4.4 Inflows into managed and non-managed assets

4.5 Customer segmentation

4.6 Advanced advisory services

4.7 Financial risk

4.8 Financial and non-financial results

4.9 Events after the reporting period and outlook
Total net inflows came to R.O.E.

¢10.9n 31

(including €4.6bn inflows C°St"§°1me Ratio
%

into managed assets)
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4. Performance - 4.1 Overview of 2019

4.1 Overview of 2019

The Fideuram - Intesa Sanpaolo Private Banking Group end-
ed 2019 with consolidated net profit of €906m, up €72m
(+9%) on 2018. The wealth created by the Group’s business
totalled €2.9bn in 2019, up €131m from last year. The return
on equity (R.O.E.) was 31%.

Analysis of the main income-statement items shows that the
pre-tax profit on continuing operations was up by €51m

Fideuram - Intesa Sanpaolo Private Banking - Turin, Registered Office

compared to 2018. This performance is largely attributa-
ble to net operating income up by €89m (+5%) due to the
growth in net fee and commission income (+€52m), net in-
terest income (+€22m) and the net profit on financial assets
measured at fair value (+€20m). Conversely, net operating
expenses were up by €16m, provisions for risks and charges
by €13m and net impairment of loans by €7m The Group’s
Cost/Income Ratio improved to 31% from 32% in 2018.
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4.1 Overview of 2019

At 31 December 2019, there were 5,834 Personal Financial
Advisers, down from 5,995 at 31 December 2018. Client as-
sets per Personal Financial Adviser were approximately €42m
at 31 December 2019. Total Group staff came to 3,179, down
from 3,335 at 31 December 2018, mainly due to the cen-
tralisation with Intesa Sanpaolo of certain control functions
(Audit and Compliance). Bank branches totalled 235 and Per-
sonal Financial Advisers’ offices totalled 321.
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Client Assets ™
(€m)

260,000 242,715

240,000

216,550 213,069

220,000
200,465

200,000 188,898

180,000 165,400

152,926

160,000 146,976

138,221

140,000 132,006

120,000
2015 2016 2017 2018 2019

~{1~ Total Client Assets == Managed Client Assets

Net inflows ™
(€m)
16,000

14,000 12,248

10,926
12,000 10,026

10,000

8,000
6,000 7,846

4,000
4,605
2,000 2,887 3,591

2015 2016 2017 2018 2019

~r+— Total Net Inflows =0~ Net inflows into Managed Assets

Consolidated net profit
(€m)

1,000

906
9200 871

834
200 786
747

700
2015 2016 2017 2018 2019

(*) Restated on a like-for-like basis, where necessary, to take the changes in the scope of
consolidation into account.
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4. Performance - 4.2 Reclassified financial statements

4.2 Reclassified financial statements

Consolidated balance sheet

(reclassified - €m)

31.12.2019 1.1.2019 (*) CHANGE

AMOUNT %
ASSETS
Financial assets measured at fair value through profit or loss 349 294 55 19
Financial assets measured at fair value through other
comprehensive income 3,189 3,294 (105) -3
Debt securities measured at amortised cost 15,275 13,299 1,976 15
Loans to banks 17,198 12,301 4,897 40
Loans to customers 9,329 9,531 (202) -2
Hedging derivatives 20 - 20 ns.
Equity investments 170 151 19 13
Property and equipment and intangible assets 614 576 38 7
Tax assets 164 198 (34) -17
Other assets 1,459 1,388 71 5
TOTAL ASSETS 47,767 41,032 6,735 16
LIABILITIES
Due to banks 3,033 3,409 (376) -1
Due to customers 39,024 32,354 6,670 21
Financial liabilities held for trading 33 28 5 18
Hedging derivatives 930 808 122 15
Tax liabilities 94 82 12 15
Other liabilities 1,215 1,079 136 13
Provisions for risks and charges 478 468 10 2
Share capital and reserves 2,054 1,970 84 4
Net profit 906 834 72 9
TOTAL LIABILITIES 47,767 41,032 6,735 16

(*) Restated on a like-for-like basis to take the application of IFRS 16 into account.

n.s.: not significant
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4.2 Reclassified financial statements

®
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Consolidated income statement

(reclassified - €m)

2019 2018 (*) CHANGE
AMOUNT %

N

Net interest income 177 155 22 14 o
X

Net profit (loss) on financial assets and liabilities at fair value 41 21 20 95 g

Net fee and commission income 1.747 1,695 52 3 a

INTERMEDIATION MARGIN 1,965 1,871 94 5

Profit on equity investments and other income (expense) 5 10 (5) -50

NET OPERATING INCOME 1,970 1,881 89 5

Personnel expenses (356) (349) (7) 2

Other administrative expenses (198) (197) ! 1 w
<

Depreciation and amortisation (55) (47) (8) 17 §

NET OPERATING EXPENSES (609) (593) (16) 3 5
=z

OPERATING MARGIN 1.361 1,288 73 6 5
x

Net impairment of loans (2) 5 (7) n.s.

Net provisions for risks and charges and net impairment

of other assets (30) (17) (13) 76

Net non-recurring income (expenses) 9 11 (2) -18

GROSS INCOME (LOSS) 1,338 1,287 51 4
>

Income taxes for the year on continuing operations (395) (403) 8 -2 b
=

Integration and voluntary redundancy expenses (net of tax) (20) (31) 11 -35 §
=

Effects of purchase price allocation (net of tax) (2) (1) () 100 Jz>
n

Expenses regarding the banking system (net of tax) (16) (18) 2 -1 m

Net profit (loss) attributable to non-controlling interests 1 - 1 n.s.

NET PROFIT 906 834 72 9

(*) Restated on a like-for-like basis to take the changes in the scope of consolidation and application of IFRS 16 into account.

n.s.: not significant .
o
o
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4. Performance - 4.3 Client financial assets

4.3 Client financial assets

Client Assets totalled €242.7bn at 31 December 2019, up by €29.6bn (+14%)

:€ 2 42 7 bn on the figure at 31 December 2018. This result is mainly attributable to market
- performance, which positively impacted assets by €18.7bn (+€13.8bn in man-

Client Assets aged assets and +€4.9bn in non-managed assets) and, to a lesser extent, to net

up 14% on 2018) positive inflows amounting to €10.9bn.

Client Assets 2019

(€m)
Net inflows 10,926 Market Effect 18,720
3607 9,627 1,961 3,900 3.232 242,715
2,779 k
213,069 1,023 3,517 ]
CLIENT ASSETS Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 CLIENT ASSETS
31.12.2018 2019 2019 2019 2019 2019 2019 2019 2019 31.12.2019

Analysis of the aggregated items shows that managed assets (about 68% of total client assets) equalled €165.4bn,
(+€18.4bn compared to 31 December 2018) with an increase over the amount at the end of 2018 (€147bn), as well as over
the average figure for 2019 (€156.6bn). The increase affected all components of managed assets: life insurance (+€8.7bn),
mutual funds (+€5.7bn) and discretionary accounts (+€3.7bn). Non-managed assets totalled €77.3bn, up €11.2bn on
the figure at year-end 2018.

Client Assets

(€m)
31.12.2019 31.12.2018 CHANGE

AMOUNT %
Mutual funds 61,093 55,418 5,675 10
Discretionary accounts 45,038 41,338 3,700 9
Life insurance 56,905 48,228 8,677 18
including: Fideuram Vita / Intesa Sanpaolo Vita unit linked 36,457 32,649 3,808 12
Pension funds 2,364 1,992 372 19
Total managed assets 165,400 146,976 18,424 13
Total non-managed assets 77,315 66,093 11,222 17
including: Securities 44,814 37,730 7,084 19
Total Client Assets 242,715 213,069 29,646 14
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4.3 Client financial assets

The following graphs show the quarterly trend of client assets, analysed by type of inflow and Sales Network.
Client Assets - by type of inflows Client Assets - by sales Network =
wv
(€m) (€m) &
wv
wv
<
S
242,715 m
235,876 i =
250,000 242,715 250,000 223.719 229,197 4 4,719
23719 229197 25876 213,069 4,164 4443 e
213,069 4,075
200,000 76.453 77.315 200,000
72,345
BE 69,139
150,000 150,000
100,000 100,000 21,300 22,484 23,109 23,528 24.591
146.976 154,580 159,423 165,400 :
’ =
X
50,000 50,000 85,088 90,069 91,968 94,083 97,203 5
[a]
a
31.12.2018 31.3.2019 30.6.2019 30.9.2019 31.12.2019 31.12.2018 31.3.2019 30.6.2019 30.9.2019 31.12.2019
I Managed assets Non-managed assets M Fideuram Sanpaolo Invest M Intesa Sanpaolo I Intesa Sanpaolo
Network Network Private Banking Private Bank (Suisse)
Network (*) Morval Network
(*) The figures for the Intesa Sanpaolo Private Banking sales network include the client assets
of Siref Fiduciaria. w
5
The good performance in financial markets in 2019 allowed full recovery of the negative performance recorded by client assets 2
in 2018. The graph below shows the trend of client assets during the two-year period 2018-2019. A
2
<
b
. * %
Client Assets 2018-2019 "
(€m)

Client Assets +€26,165m

‘ Net Inflows €21,115m

Market effect €5,050m
10,189 10,926
— — 213,069 I

>
o
m
=
By
o
=
=
>
=
n
m

(13,670)
wv
Q
31.12.2017 Net Inflows Market effect 31.12.2018 Net Inflows Market effect 31.12.2019 2
s
(**) Restated on a like-for-like basis to take the changes in the scope of consolidation z
o
2
>
=
o
=
9
=
<
z
a
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4.4 Inflows into managed and non-managed assets

Net inflows The Group’s sales networks brought in €10.9bn of net inflows in 2019, up €737m
(+7%) on last year. Analysis of the item shows that inflows into managed assets
totalled €4.6bn with an increase of €1bn on 2018, with the Group’s Personal

€ 1 O 9 Financial Advisers having guided an increased portion of inflows from customers
] bn towards managed asset products to benefit from the recovery in the markets during

the last quarter of the year. The non-managed assets component, which totals
a positive €6.3bn, is €277m less than last year, reflecting the asset allocation shift
towards managed assets.

Net inflows
(€m)
2019 2018 (*) CHANGE
AMOUNT %
Mutual funds (573) 2,398 (2,971) n.s.
Discretionary accounts 2,622 (346) 2,968 n.s.
Life insurance 2,362 1,342 1,020 76
including: Fideuram Vita / Intesa
Sanpaolo Vita unit
linked 526 999 (473) -47
Pension funds 194 197 (3) -2
Total managed assets 4,605 3,591 1,014 28
Total non-managed assets 6,321 6,598 (277) -4
including: Securities 1,470 4,056 (2,586) -64
Total Net inflows 10,926 10,189 737 7
n.s.: not significant
Net inflows
(€m)
4,000 3,618
3,296
3,000
2,046 2,016 1,996
2,000 1,585 1,724

1,000
812
(7 (1
(1,000)
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2018 (*) 2018 2018 2018 2019 2019 2019 2019
Il Managed assets Non-managed assets

(*) Restated on a like-for-like basis to take the changes in the scope of consolidation into account.
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4.5 Customer segmentation

CLIENT ASSETS at 31 December 2019

e Fideuram: €97.2bn

e Sanpaolo Invest: €24.6bn

e Intesa Sanpaolo Private Banking: €111.9bn
e Siref Fiduciaria: €4.3bn

* Intesa Sanpaolo Private Bank (Suisse) Morval:
€4.7bn

(*) The figure does not include the fiduciary mandates regarding Group Client Assets.

The fiduciary mandates amount to 61,169 with total client assets of €12.5bn.

CUSTOMERS at 31 December 2019

e Fideuram: 584,283

e Sanpaolo Invest: 155,773

e Intesa Sanpaolo Private Banking: 37,672 ¢
e Siref Fiduciaria: 1,975 mandates

* Intesa Sanpaolo Private Bank (Suisse) Morval:
1,775

(**) Number of households with client assets in excess of €250k.

Analysis of the Group’s customer base shows that it is con-
centrated in the Private Banking and High Net Worth Indi-
vidual (HNWI) segments.

This focus on high-end customers (about 75% of client as-
sets, corresponding to about 15% of customers, come from
Private Banking and HNWI customers) enables our Person-
al Financial Advisers to target a segment with high growth
prospects in the Italian Market. The Group supports its cus-
tomers with a dedicated service model using ad hoc organi-
sational management (Private Banking and HNWI branches)
and customised products and services. The table and graphs
below analyse client assets by type of customer.

***)

Client assets by type of customer!
(€m)

31.12.2019 31.12.2018 CHANGE

AMOUNT %

High Net Worth

Individual

customers 68,819 56,576 12,243 22

Private Banking

customers 114,401 100,695 13,706 14

Affluent

customers 43,752 39,760 3,992 10

Mass-Market

customers 15,743 16,038 (295) -2

Total 242,715 213,069 29,646 14

(***) The Fideuram Group's customers are segmented as follows:

Percentage analysis of client assets by
type of customer

31.12.2019

B Mass-Market customers W High Net Worth

6.5 Individual customers
W Affluent 28.4
customers
18.0

%

Private Banking
customers

471

31.12.2018

W Mass-Market customers u High Net Worth

Individual customers
W Affluent 26.5

customers

18.7

%

Private Banking
customers

47.3

High Net Worth Individuals customers: customers with financial assets potentially totalling in excess of €10,000,000.

Private Banking customers: customers with financial assets totalling between €500,000 and €10,000,000.

Affluent customers: customers with financial assets totalling between €100,000 and €500,000.

Mass-Market customers: customers with financial assets totalling less than €100,000.
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4.6 Advanced advisory services

The Fideuram Group is a leading Italian banking group in the provision of financial

€3 8 8 bn advisory services and in the distribution, development and management of finan-
bl cial services and products for private individuals. The Group’s principal distinctive

) strengths, emblematic of its market leadership, are founded on a business model

Advanced advisory that anchors the distribution of products and services in the professional relation-
services ships between our Personal Financial Advisers and their customers. This is support-

............................................................................ ed by the strength of a banking group with three renowned brands: Fideuram,
Intesa Sanpaolo Private Banking and Sanpaolo Invest — and a network of 235 bank
branches and 321 Personal Financial Advisers’ offices, which make a decisive con-
tribution to customer loyalty. Our guided open-architecture model offers third-par-
ty products to complement our Group products. The professional relationship be-
tween each Personal Financial Adviser and customer is based on a financial advisory
service model governed by a specific contract. The services under this model are
delivered in two ways:

e Basic Advisory Services: offered free of charge to all customers and consisting in
the provision of personalised advisory services supporting each customer’s invest-
ments, paying careful attention to risk management and the suitability of their
overall portfolio.

e Advanced Advisory Services: provided on the basis of a dedicated contract and
subject to the payment of commission.

In particular, the Group offers its customers the following fee-paying advanced ad-
visory services:

e SEI Advanced Advisory Service: this service identifies the customer’s individual
requirements classified by area of need, analyses their overall position and risk/
return profile, and identifies appropriate investment strategies and solutions for
each individual area of need, monitoring them over time.

e Private Banking Advanced Advisory Service: a personalised advisory service with
high added value for customers who want to be actively involved in their asset
allocation choices with the assistance of their Personal Financial Adviser and the
support of one of our Financial Advisory Unit specialists.

e VVIEW (Value Investment Evolution Wealth) Advanced Advisory Service: an advisory
service offered by Intesa Sanpaolo Private Banking. VIEW takes all a customer’s as-
sets into consideration and supports the Personal Financial Advisers in their work
of identifying each customer’s specific requirements, categorised by area of need,
including with the assistance of guideline customer “archetype” profiles. VIEW
provides a complete advisory service, which in addition benefits from incorpo-
rating the Bank’s Active Advisory Service. VIEW also makes it possible to identify
investment strategies and solutions for each individual area of need in accordance
with the customer’s risk/return profile and to constantly monitor their wealth from
a global standpoint.
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The number of customers subscribed to our Advanced Advisory Services was
equal to over 66,000 at the end of December 2019, accounting for approximately 6 6 k
€38.8bn client assets. Over
The customer and client assets data for our Advanced Advisory Services are shown Customers su_bscrlbed .’[O §
below. Despite the reduction in the total number of subscribers, it is worth high-  Advanced Advisory Services a
I|ght|ng the appreciation for the SerVice by high_end customers (+961 CUSTOMIEIS wreereeresessrmssnssminniniiitititiiitti it g
compared to 2018). 2
Customers subscribed to Advanced Advisory Services —
(number)
31.12.2019 31.12.2018 CHANGE N
AMOUNT % g4
High Net Worth Individual customers 972 873 99 1 %
Private Banking customers 17,620 16,758 862 5 %
Affluent customers 31,485 32,586 (1,101) -3
Mass-Market customers 16,074 18,281 (2,207) -12
Total 66,151 68,498 (2,347) 3
Advanced Advisory Service client assets Advanced Advisory Service z
(em) client assets A
N
o
31.12.2019 31.12.2018 CHANGE 70/ é
AMOUNT % up Y B
High Net Worth Individual customers 6.475 5717 Jc8 .. -’
Private Banking customers 23,307 21,306 2,001 9
Affluent customers 8,069 8,186 (117) -1
Mass-Market customers 933 1,132 (199) -18
Total 38,784 36,341 2,443 7
>
:
S
5
Advanced Advisory Service fee and commission income a
(€m)
2019 2018 CHANGE
AMOUNT %
Fee and commission income 18 128 (10) -8
Fee and commission expense (44) (47) 3 -6
Net fee and commission income 74 81 (¢))] -9 5
<
g
A
g
A
>
=
<

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 67




4. Performance - 4.7 Financial risk

4.7 Financial risk

The main risks and uncertainties that the Group faces in doing business in the current
macroeconomic and market scenario are summarised below.

CORPORATE CONTINUITY

The Group ended this year with net profit totalling €906m
and a Return on Equity of 31%. Financial resources acquired
as customer deposits through current accounts, deposits
and repurchase agreements totalled €38.6bn, up 21% on
the end of 2018. Consolidated shareholders’ equity totalled
€3bn. Fideuram’'s own funds totalled €1,033m and its total
capital ratio was 16.6%. The Fideuram Group voluntarily es-
timates its consolidated capital requirements, taking its mem-
bership of the Intesa Sanpaolo Banking Group into account.
At 31 December 2019, our Common Equity Tier 1 Ratio was
estimated to be 19.2%.

Fideuram is able to pay its shareholder a significantly higher
dividend this year than last year (+€27m), with a total payout
that has risen from €810m to €837m, and a payout ratio of
92.36% of consolidated net profit and 98.33% of the net
separate profit of Fideuram — Intesa Sanpaolo Private Banking
S.pA.

The Group’s stability has a fivefold foundation:

® a business model which integrates production and distri-
bution;

e appropriate staff distribution across our branches and net-
works, with a good balance between fixed and variable
costs;

o effective management of legal and tax disputes with suffi-
cient provisions set aside (the provision for litigation, secu-
rities in default and complaints totalled 3% of consolidated
shareholders’ equity);

e a structured risk monitoring system on different control
levels;

e stable earnings mainly generated by recurring commission
and fee income from managed assets.

MANAGED ASSETS

Total net inflows were positive, amounting to €10.9bn.
Inflows into managed assets, in particular, recorded a growth
of 28%.

In fact, positive market performance increased managed as-
sets by €18.7bn.

Aggregate managed assets totalled €242.7bn. Analysis of the
item shows a sharp rise in managed assets, which increased
from €147bn to €165.4bn (+13%). Non-managed assets
were up on the previous financial year, rising from €66.1bn
to €77.3bn (+17%).

The rise in average managed assets to above last year's levels
(€156.6bn at the end of 2019, a €4.3bn increase on 2018),
drove up total net recurring fees, reaching €1.6bn at year-
end. Performance fees totalled €31m and net front-end fees
reached €193m.

SECURITIES HOLDINGS AND RELATED FINANCIAL
RISKS

In regard to the method used to determine the fair value
of the bonds held in its portfolio, the Group continued re-
ferring directly to market values and made only marginal
use of financial models for the pricing of unlisted or illiquid
assets.

The banking book, which totalled €45bn at 31 December
2019 (€38.4bn at 31 December 2018), consisted of
€26.5bn in loans to banks and customers, with the remain-
der being comprised of bonds and hedging derivatives.
14% of the securities portfolio consisted of Italian govern-
ment bonds and 69% of bonds issued by Intesa Sanpaolo
Group companies. A reserve for financial assets measured at
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fair value through other comprehensive income was record-
ed under shareholders’ equity at year-end, totalling €20m
(-€28m at 31 December 2018). The €48m positive change
resulted from increases in fair value recorded by the bond
portfolio during the year.

Analysis of the securities holdings shows continued high loan
quality, with 10.6% of the investments being rated high in-
vestment grade, 89.4% investment grade.

The Group’s total exposure to interest rate risk (shift sensi-
tivity) was mitigated following a strategy of making asset
swap contracts linked to the individual fixed-coupon bonds
in the portfolio. Hedging derivatives totalling €930m were
recorded under liabilities in the balance sheet at year-end
2019, an increase of 15% over the figure at the start of
2019.

Portfolio composition

M High
investment grade

\ 10.6
%o

Investment grade

89.4

LIQUIDITY RISK

Analysis of the Group’s consolidated liabilities shows the
prime role of customer deposits, which totalled approximate-
ly €39bn at year-end and principally consisted of current ac-
counts and deposits that are highly stable over time. More
volatile markets exposed to crisis of confidence situations,
such as the money market (through interbank loans), are con-
versely allocated a more limited role in funding the Group’s
business.

Liquidity from liabilities is mainly invested in a portfolio of
securities with medium-to-long term maturities containing
a substantial proportion of eligible securities. The Group has
put in place a liquidity monitoring system based on the quan-
tification of inflows and outflows, focusing its controls both
on indicators quantifying short-term risk and on structural li-
quidity indicators, aiming to monitor and manage mismatch
risk regarding the medium/long-term maturities of assets and
liabilities.

CONCLUSIONS

The Group's business model and the strategies adopted to put
our future growth plans into effect leave us strongly placed
to tackle the volatility of the financial markets without any
impact on our business continuity.

- - -
L
: &7 - |
7 \
‘-rr“ Bt
- - d_,;_——&-"
= 0 o e Tl
= _.___.’ - ) =
v ey \ e
1 J = SN €
|Il { \____

Fideuram and Sanpaolo Invest - Vicenza Office

13AO SSANISNG "L

S3IDILVHILS T

1IX3INOD LINYVIN "€

IDNVINHO4YId ¥

IDNVNYIAOD 'S

SINIWILVLS TVIDNVNIH 9

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 69



4. Performance - 4.7 Financial risk

The following are shown below for the principal activities of the Group: the type of risk, the mitigation measures adopted and

the stakeholders involved. The impact of each activity on the consolidated income statement is also illustrated.

RISK MITIGATION INCOME STAKEHOLDERS
ACTIVITY TYPE OF RISK MEASURES EFFECTS INVOLVED
The Group specialises in the  Operational risk - Application of Intesa Sanpaolo operational - Fee and commission CUSTOMERS
provision of financial advisory  Reputational risk risk measurement, management and control  income PERSONAL
services and the development,  Performance risk guidelines. - Other income FINANCIAL
managementl and dlstrlbutlpn Social risk - Establishment of a litigation fund for any legal ADVISERS
of banking, insurance, pension proceedings. SHAREHOLDER
and investment products through ) COMMUNITY
its  Personal Financial Adviser - Insurance policy taken out to cover any
Networks. offences by Personal Financial Advisers.
- Dynamic customised management of client
financial assets.
- Commercial Due Diligence for Private Banking
customers.
-In-depth  knowledge of customers and
counterparties  and  compliance  with
regulations regarding anti-money laundering
and combating the financing of terrorism.
w
g The  Group operates on  Credit risk - Application of the Group Investment Policy - Net interest income SHAREHOLDER
twll the financial markets as a  Liquidity risk which subjects the securities holdings to - Net profit (loss) on
=8 proprietary trader, buying and  Market risk limits regarding asset allocation, rating, financial assets and
selling financial instruments and  Operational risk currency area, geographical area, sector and  liabilities
putting instruments in place to counterparty concentration.
mitigate the related risks. - Monitoring current exposures and auditing
hedge effectiveness.
The Group provides loans to its  Credit risk - Acquisition of collateral and personal - Interest income SHAREHOLDER
customers and operates on the  Liquidity risk security or irrevocable mandates to sell CUSTOMERS
interbank market. Market risk financial instruments. COMMUNITY
Operational risk - Analysis of counterparty creditworthiness,
Environmental risk monitoring of any deterioration in collateral
and regular reviews of every position.
- Inclusion on environmental risk in the
creditworthiness  assessment,  gathering
specific supplementary information
concerning customers belonging to the
most risky sectors.
The Group’s main sources of  Liquidity risk - Liquidity control, maintaining a balanced - Interest expense SHAREHOLDER
inflows are deposits and current  Market risk relationship between inflows and outflows CUSTOMERS
accounts (banks and customers). Operational risk in both the short and medium-to-long term.
The Group invests in its people:  Operational risk - Training activities. - Personnel expenses  EMPLOYEES
Employees ) Reputational risk - Development of written procedures, circulars - Fee and commission PERSONAL
Personal Financial Advisers. Social risk and regulations. expense FINANCIAL
: - ) - ADVISERS
- Personnel selection policies respecting - Net provisions for SHAREHOLDER
human rights. risks and charges COMMUNITY
E - Other expense
8 The Group invests in its  Operational risk - Application of internal regulations regarding - Other administrative CUSTOMERS
operating departments. Reputational risk expenditure which aim to ensure continual  expenses EMPLOYEES
Environmental risk improyement i_n quality standards and an - Depreciation and PERSONAL
attentive supplier selection process. amortisation FINANCIAL
ADVISERS
SUPPLIERS
SHAREHOLDER
The Group procures goods  Social risk - Ethical suppliers. - Administrative SUPPLIERS
and services as part of its daily  Environmental risk expenses SHAREHOLDER

operations.

- Professional assignments respecting human
rights.
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4.8 Financial and non-financial results

The Fideuram Group uses the resources at its disposal in the value-creation process by means of its business model and modifies
them in line with its strategies. The Group has five strategic objectives, which combine to enable it to achieve its prime objective

of creating sustainable value over time.

To this end, the Group allocates, modifies and makes use of the following types of capital:

ull

Financial capital

B

Productive capital

Intellectual capital

yel

Human capital

o
o\é/o
o— () —o
5 | o
o)

Relational capital

Natural capital

Funds available to the Group, obtained from diverse internal and external
sources of finance for use in the conduct of its business.

Property owned, bank branches, Personal Financial Advisers' offices and
plant and equipment necessary to conduct our business.

Intangible assets and knowledge that bring to the Group a competitive
advantage, including the processes and procedures, intellectual property
and other intangible assets associated with our brand and its reputation.

The capital formed by the skills, abilities and knowledge of the people
who work in the Group, including our Personal Financial Advisers and
employees.

Intangible resources attributable to the Group’s relations with its key
stakeholders, necessary to enhance its image, reputation and customer
satisfaction.

Set of processes and environmental resources, both renewable and oth-
erwise, which contribute to generating goods or services for the Group’s
business.
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Below there is a connection grid showing the contribution of the different types of capital to the value-creation process,
indicating the relations between the capital, the Group’s strategic objectives and its Key Performance Indicators. The grid
shows the procedures used by the Group to achieve its strategic objectives by combining the different types of capital
available, following its business model.

DEDICATED
SERVICE MODELS

- Net Profit

- Net fee and
commission income

- Client Assets by type
of customer

- Wealth created

8
v
2.
©

=

[T

- Expansion of Private
Banking and HNWI
Centre operations in

Productive

- Development of the

Fideuram Alfabeto
© platform
..3 - Upgrade dedicated
@ organisational
o management
o
=

- FINER researches

- Recruitment of
Personal Financial
Advisers of high
standing

Human
capital

of information and
customer relations
- Brand and product

Relational

and online

key geographical areas

- Develop dedicated local
events to improve flow

communications in print

STRATEGIC OBJECTIVES

ADVISERS UPGRADING OF GROWTH OF DIGITAL
FACTORY PRODUCTS FOREIGN CHAMPION
AND SERVICES OFFERED OPERATIONS
- Net Profit - Net Profit - Net Profit - Net Profit
- Net fee and - Net fee and commission - Net fee and - Client Assets
commission income income commission income - Wealth created

- Personnel expenses

- Other administrative
expenses

- Wealth created

- Advanced Advisory Service
Fee and Commission Income

- Customers subscribed to
Advanced Advisory Services

- Advanced Advisory Service
client assets

- Development of
Fideuram Campus

- Area presence of Group
logistics organisation

- Number of Personal
Financial Advisers by
commercial area and region

- Upgrade dedicated - Reinforcement of online
organisational services
management - Customization of the advice
offered

- Recruitment of Personal
Financial Advisers

- Training of Employees - Employee and Personal
and Personal Financial Financial Adviser training
Advisers of high standing - Number of Personal Financial

- Training at the Fideuram
Campus

(hrs.) Advisers

- Staff numbers by ranking

- Highly specialised
training

- Number of customers - Complaint response times
per Personal Financial - Client Assets of in-house ESG
Adviser products

- Client assets / Number - Customer satisfaction:

Net Promoter Score (NPS)
Customer Satisfaction Index
(CSl)

of Personal Financial
Advisers

- Client Assets of in-house
ESG products

- Reduction in paper
consumption through
digitalisation of forms
and use of biometric
signature and remote
digital signature
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- Growth in foreign

- Recruitment of

- Client Assets
- Wealth created

- Growth of offices in

strategic international
centres

- Extension of current

markets with high IT platform with

development potential  further modules
supporting
investments

- Investments in
information systems

- Digital Specialist
Personal Financial

Advisers of high

standing and

with international

experience

- Expansion of the
digital customer
interaction functions

- Reduction in paper
consumption through
digital archiving

- Commitment to sustainable
finance

- Administrative expenses
(donations and sponsorship)

- Develop branch and office
interventions to reduce area
impact

- Upgrading the range
of products for growth
in foreign markets and
development in the Italian
market

- Development of ESG skills of
employees and of Personal
Financial Advisers

- Improvement of the image,
company reputation and
customer and community
satisfaction

STRONG FOCUS ON ISSUES RELATED TO CORPORATE SOCIAL RESPONSIBILITY

- Improvement of
environmental KPIs with
focus on scopel and scope2
greenhouse gas emissions
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4. Performance - 4.8 Financial and non-financial results Financial Capital

/ 4.8.1 Financial Capital

HH The Group’s Financial Capital is the set of funds available to it and the
performance resulting from the use of these funds.

MATERIAL TOPICS

WHY TOPICS ARE MATERIAL

CORPORATE POLICIES

Maintenance of Group
solidity and profitabi-
lity

Market competitiveness
Continuity of customer
services

The corporate mission highlights the impor-
tance of providing outstanding products and
services that are personalised to suit custom-
er needs through detailed advice provided by
highly qualified professionals. It emphasises
that client assets are managed responsibly,
with full transparency, and in compliance
with the rules.

The Code of Ethical Conduct is a voluntary
self-regulatory tool and an integral part of the
Corporate Social Responsibility management
model. It contains the mission, corporate values,
and principles that govern relations with stake-
holders, beginning with the corporate identity.
In certain particularly important areas (e.g. human
rights, protection of employee rights, environ-
mental protection, the fight against corruption), it
cites rules and principles consistent with the best
international standards.

KEY INDICATORS

Group shareholders’ equity

(€m)

2019

(€m)

2018

Consolidated net profit

{]2960 201

2017

D 2,804 2018

{] 906

2016

] 2816 2017

[] 834

2015

] 1.981 2016

{]s8n

Bank and customer deposits

{1 786

{11877 2015

{] 747

Consolidated net fees

{]1.747

{11701

{]1.710

{]1.543

(€m) (€m)
2019 {] 42057 2019
2018 {] 35.49 2018
2017 ] 33.489 2017
2016 {] 30226 2016
2015 {] 24529 2015

Return on Equity

(%)

] 1.467

Cost / Income ratio

(%)

2019

{13 2019

2018

{130 2018

{13

2017

{132

{] 36 2017

2016

2015

n 41 2016

{130

{130

{J42 2015

(*) Restated on a like-for-like basis to take the changes in the scope of consolidation into account.

{132
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4.8 Financial and non-financial results

ANALYSIS OF THE INCOME STATEMENT

The Fideuram - Intesa Sanpaolo Private Banking Group ended 2019 with consolidated net profit of €906m, up €72m
(+9%) on the last year. The profit for 2019, driven by the strong growth in net fee and commission income, is the Group's

best-ever result.

Consolidated income statement

(reclassified - €m)

2019 2018 (*) CHANGE
AMOUNT %
Net interest income 177 155 22 14
Net profit (loss) on financial assets and liabilities at fair value 41 21 20 95
Net fee and commission income 1,747 1,695 52 3
INTERMEDIATION MARGIN 1,965 1,871 94 5
Profit on equity investments and other income (expense) 5 10 (5) -50
NET OPERATING INCOME 1,970 1,881 89 5
Personnel expenses (356) (349) (7) 2
Other administrative expenses (198) (197) Q)] 1
Depreciation and amortisation (55) (47) (8) 17
NET OPERATING EXPENSES (609) (593) (16) 3
OPERATING MARGIN 1,361 1,288 73 6
Net impairment of loans (2) 5 (7) n.s.
Net provisions for risks and charges and net impairment of other assets (30) (17) (13) 76
Net non-recurring income (expenses) 9 11 (2) -18
GROSS INCOME (LOSS) 1,338 1,287 51 4
Income taxes for the year on continuing operations (395) (403) 8 -2
Integration and voluntary redundancy expenses (net of tax) (20) (31) 11 -35
Effects of purchase price allocation (net of tax) (2) (1) Q)] 100
Expenses regarding the banking system (net of tax) (16) (18) 2 -1
Net profit (loss) attributable to non-controlling interests 1 - 1 n.s.
NET PROFIT 906 834 72 9
(*) Restated on a like-for-like basis to take the changes in the scope of consolidation and application of IFRS 16 into account.
n.s.: not significant
Quarterly consolidated income statements
(reclassified - €m)
2019 2018 (*)

Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
Net interest income 45 43 46 43 39 40 38 38
Net profit (loss) on financial assets and liabilities at fair value 8 5 15 13 2 2 5 12
Net fee and commission income 471 433 418 425 426 414 420 435
INTERMEDIATION MARGIN 524 481 479 481 467 456 463 485
Profit on equity investments and other income (expense) 2 1 2 - 5 1 1 3
NET OPERATING INCOME 526 482 481 481 472 457 464 488
Personnel expenses (93) (92) (83) (88) (97) (85) (81) (86)
Other administrative expenses (55) (52) (46) (45) (56) (52) (44) (45)
Depreciation and amortisation (13) (15) (14) (13) (13) 11) (12) (11)
NET OPERATING EXPENSES (161) (159) (143) (146) (166) (148) (137) (142)
OPERATING MARGIN 365 323 338 335 306 309 327 346
Net impairment of loans 2) 2 1 (3) 6 () 1 Q)]
Net provisions for risks and charges and net impairment
of other assets 8 (15) (13) (10) (5) 2 (10 4)
Net non-recurring income (expenses) - - - 9 1 2 - 8
GROSS INCOME (LOSS) 371 310 326 331 308 312 318 349
Income taxes for the year on continuing operations (116) (96) (89) (94) (109) (96) (95) (103)
Integration and voluntary redundancy expenses (net of tax) (7) (4) (5) (4) (15) (7) (5) (4)
Effects of purchase price allocation (net of tax) (1) - (1) - (1) - - -
Expenses regarding the banking system (net of tax) (1) (7) (4) (4) (6) (6) (3) (3)
Net profit (loss) attributable to non-controlling interests 1 - - - - - - -
NET PROFIT 247 203 227 229 177 203 215 239

(*) Restated on a like-for-like basis to take the changes in the scope of consolidation and application of IFRS 16 into account.
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4. Performance - 4.8 Financial and non-financial results Financial Capital

Net operating income totalled €2bn, up €89m (+5%) compared to 2018.
€ 2 bﬂ This result is attributable to:

. _ e increased net interest income (+€22m);
Net operating income

e increased net profit on financial assets measured at fair value (+€20m);
e growth in net fee and commission income (+€52m);

e reduced profit on equity investments and other income (expense) (-€5m).

Net interest income

(€m)
2019 2018 CHANGE

AMOUNT %
Interest expense on due to customers (38) (36) (2) 6
Interest expense on due to banks 17) (18) 1 -6
Interest income on debt securities 228 222 6 3
Interest income on loans 118 106 12 11
Net interest on hedging derivatives (95) (94) (1) 1
Other net interest income (19) (25) 6 -24
Total 177 155 22 14
Net interest income totalled €177m, up €22m (+14%) compared to the previous
€ 1 7 7 m year, due to the greater average volumes invested in the owned portfolios com-

bined with rotation of the securities portfolio and rebalancing the maturities on
Net interest income treasury deposits. Analysis of the quarterly changes shows that net interest income
was stably above its levels compared with the previous year and it was up in the
last quarter also supported by the partial recovery of the Euribor 3-month interest
rate curve.

3-month Euribor rate

(bps)
(30)
(35)
(40)
(45)
0 00 00 0 00 0 0 0 0 W 0 0 O O & O O O O O O O O O
O OO0 0O 0O o0 o0 0O o0 o0 000 oo oo o oo oo
o~ NN o~ o~ o~ o~ o~ o~ N o~ o~ o~ o~ N o~ o~ o~ o~ o~ o~ N o~ o~
s T D
§835358522882885858838853588:3%
Source: Bloomberg
Quarterly net interest income
(€m)
46
50 20 43 43 45
38 38 ® 0 ] 1—0O
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Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
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Net profit (loss) on financial assets and liabilities at fair value
(€m)
2019 2018 CHANGE §
AMOUNT % z
Net profit (loss) on sale of financial assets g
measured at fair value through other S
comprehensive income 24 13 11 85 =
Net profit (loss) of financial assets measured
at fair value through profit or loss 17 8 9 113
Total 41 21 20 95
Net profit on financial assets and liabilities at fair value came to €41m, up o
€20m compared to the figure for 2018. This was mainly due to the higher gains € 4 1 m 3
realised from the sale of debt instruments in the Group portfolio and the growth in g
profit on financial assets measured at fair value through profit or loss. Net profit on financial assets o
and liabilities at fair value
Quarterly net profit (loss) on financial assets —
and liabilities at fair value
(€m) ;
20 %
13 15 ﬂ
15 12 D o)
" L !
5 5
5 o O

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2018 2018 2018 2018 2019 2019 2019 2019
>
=
Fee and commission income E
(€m) m
2019 2018 CHANGE
AMOUNT %
Fee and commission income 2,527 2,459 68 3
Fee and commission expense (780) (764) (16) 2
Net fee and commission income 1,747 1,695 52 3
o
2
2
z
Net fee and commission income totalled €1.75bn, up €52m (+3%) on the fi- 1 7 m
gure for 2018. € . bn
Net fee and
commission income
al
>
%
<
2
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Net recurring fees

(€m)
Q1 Q2 Q3 Q4 TOTAL

2019 394 394 404 414 1,606

2018 407 402 408 389 1,606

Change (13) (8) (4) 25

Net recurring fees totalled €1.6bn, in line with the figure for the previous year.
€ 1 6 bn The favourable effect of growth in average managed assets, which went from

| ]

€152.3bn at 31 December 2018 to €156.6bn at 31 December 2019 (+€4.3bn,
+3%) was entirely offset by the repositioning of customer assets towards lower-in-
come products. The analysis of the quarterly changes shows that in 2019 the re-
curring fee and commission income tracked a growth trend compared with the
fourth quarter of 2018 (which had been impacted by negative market performan-
ce), supported by the steady growth in average managed assets.

Net recurring fees

Quarterly net recurring fees

(€m)
440
420 414
407 408 D
402 404
400 394 394 D

389 D D

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2018 2018 2018 2018 2019 2019 2019 2019

Net performance fees

(€m)
Q1 Q2 Q3 Q4 TOTAL
2019 1 - 1 29 31
2018 - - - 10 10
Change 1 - 1 19 21
Net performance fees totalled €31m, with strong growth compared to 2018
€ 3 1 m (+€21m). The Fideuram Group charges the performance fees on individual discre-

tionary accounts annually (totalling €5m in 2019 compared with zero in 2018),
except when the customer decides to close the account early. The group calculates
the performance fees on its internal insurance funds (none charged in 2019 and
2018) on a daily accrual basis in relation to the performance of the fund, applying
a High Water Mark clause which means that performance fees are only charged
when the value of the fund rises above the highest value reached on the previous
dates when performance fees were charged. The performance fees on the Group’s
mutual funds (€26m in 2019, compared with €10m in 2018) are charged annually
with the exception of two funds for which performance fees are charged half-yearly
(but applying a High Water Mark clause).

Net performance fees
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Net front-end fees
(€m)
Q1 Q2 Q3 Q4 TOTAL §
2019 52 a4 48 49 193 z
2018 49 41 26 41 157 z
Change 3 3 22 8 36 rgn
Net front-end fees came to €193m, up €36m (+23%) on the figure for
the previous year, attributable to the growth in the front-end fee income on € 1 9 3
bonds and certificates. During the year, the Group’s sales networks distributed m
bond loans and certificates, mainly issued by companies in the Intesa Sanpaolo
Group, which brought in approximately €4.2bn in gross inflows, compared with Net front-end fees N
2 5bnin 2018, B
g
o
Quarterly net front-end fees
(€m)
100 [
49 >2 48 49
80 41 a1 O ﬁ ] M|
60 ;
26 2
40 3
e
20 §
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2018 2018 2018 2018 2019 2019 2019 2019
Other fee and commission expense -
(em) S
o
2
Q1 Q2 Q3 Q4 TOTAL =
2019 (22) (20) (20) 1) (83) m
2018 1) (23) (20) (14) (78)
Change (1) 3 - (7) (5)
The other fee and commission expense totalled €83m, up €5m on the figure
for 2018 due to the higher incentives accrued in the period in favour of the sales .
Networks. '8
<
:
. A
Quarterly other fee and commission expense -
(€m)
(10)
14 :
(20) aa D D D D é
(20) (20) (20) «
(21) @3) (22) (21) 3
(30) %
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 5
2018 2018 2018 2018 2019 2019 2019 2019
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Profit on equity investments and other income (expense) showed a reduction
of €5m compared to the previous year. This stemmed largely from higher costs in-
curred on compensation paid to customers and from the reduction in the profit on
equity investments, attributable to the losses recorded by Intesa Sanpaolo Private
Bank (Suisse) Morval's subsidiaries consolidated with the equity method.

Net operating expenses

(€m)
2019 2018 CHANGE
AMOUNT %
Personnel expenses 356 349 7 2
Other administrative expenses 198 197 1 1
Depreciation and amortisation 55 47 8 17
Total 609 593 16 3
6 O 9 Net operating expenses, totalling €609m, rose €16m (+3%) on the figure for
the previous year.
€ m

Analysis of the item shows that personnel expenses, which totalled €356m, were
up €7m. This is mostly attributable to the greater provisions set aside for the var-
iable component of the remuneration. Other administrative expenses, amounting
to €198m were substantially in line with the year-end figure for 2018 (+1%). Al-
though there were greater costs for IT and services provided by third parties, there
were lower costs incurred for professional charges and other general expenses.
Depreciation and amortisation on property and equipment and intangible assets
increased by €8m, mainly due to the growth in the real estate lease costs, and, to
a lesser extent, to higher depreciation on software.

Net operating expenses

Quarterly net operating expenses

(€m)
180 166 159 161
160 142 137 148 146 143 n ]
140 D D
120
100
80
60
40
20
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2018 2018 2018 2018 2019 2019 2019 2019

Net impairment of loans came to -€2m, principally due to impairment of loans
to banks. In 2018, the positive balance of €5m consisted largely of net recoveries
on loans to banks and customers.

Net provisions for risks and charges and net impairment
of other assets

(€m)
2019 2018 CHANGE

AMOUNT %
Personal Financial Advisers' termination
indemnities and incentives 15 17 (2) -12
Litigation and complaints 9 (1) 10 n.s.
Network Loyalty Schemes 2 1 1 100
Net impairment of (recoveries on)
debt securities 4 - 4 n.s.
Total 30 17 13 76
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Net provisions for risks and charges and net impairment of other assets
came to €30m, up €13m compared to 2018. Detailed analysis of the item shows € 3 O m

that the provision for the termination of Personal Financial Adviser agency agree-

ments decreased by €2m. This was mainly due to revision of the actuarial assump- Net provisions for risks
tions used to measure the value of the fund. The provisions set aside to cover d ch d net
contingent liabilities from lawsuits, litigation, claims from receivers and customer ) an. charges and ne
complaints recorded a net increase of €10m, mainly due to a lawsuit relating to impairment of other assets
offences committed by a former personal financial adviser of the SANPA0ID INVEST  wwwwwwrrressssmmmmmmmmnessssiessssii s
Network. The provisions for Network Loyalty Schemes rose by €1m in line with the

new investments in insurance policies taken out during the year in favour of Per-

sonal Financial Advisers. Net impairment (reversal of impairment) of debt securities

showed a growth of €4m, attributable to new net impairments of bonds.

13AO SSANISNG "L

Net non-recurring income (expenses) include income and expenses that are not
attributable to ordinary operations. In 2019, this item recorded income of €9m due
to the release of a risk provision for tax dispute, set aside in previous financial years,
following the favourable outcome of a judgement before the Court of Cassation.
The balance in 2018 included €11m of gains on debt securities in the portfolio at
amortised cost.

S3IDILVHILS T

Income taxes, for which €395m was set aside in the year, were down €8m com-
pared to 2018 largely due to the recognition of non-recurring items including €5 I
attributable to the tax redemption for the greater value of the equity investment in
Morval Vonwiller referring to intangible assets, and contingent assets of €4m on
the lower expenses incurred for a tax dispute relating to transfer pricing with the
French subsidiary Financiére Fideuram. The tax rate was 30% compared with 31%
in the previous financial year.

Integration and voluntary redundancy expenses (net of tax) recorded a bal-
ance of €20m (compared to €31m in 2018) and refer mainly to the expenses
incurred for the non-recurring integration transactions that concerned Intesa San-
paolo Private Banking, Siref Fiduciaria and the companies of the Intesa Sanpaolo
Private Bank (Suisse) Morval Group.

1IX3INOD LINYVIN "€

The Effects of purchase price allocation (net of tax) (€2m) refer to the amor-
tisation of intangible assets recognised in 2018 after the acquisition of the Morval
Group.

The item Expenses regarding the banking system (net of tax), includes the
expenses related to maintaining the stability of the banking system, recognised
in the income statement in accordance with current regulations. In 2019, the net
amount for this item was €16m, down €2m from the previous year. It includes
€8m in expenses for the contribution to the Deposit Guarantee Scheme (DGS Fund)

IDNVINHO4YId ¥

introduced by Directive 2014/49/EU and €8m in expenses accrued for the contri-

bution to the Single Resolution Fund of credit institutions introduced by Directive

2014/59/EU.
o
2
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DISTRIBUTION OF VALUE

Creating value for our stakeholders is one of Fideuram's prime  Economic value added
objectives. The Group considers it crucial to pursue this objec-

tive through constant interaction with all the stakeholders it (€m)
encounters in the course of its business.
The table showing the Wealth created by the Group was pre- 2019 2018 CHANGE
pared using the income statement figures from the Consol- AMOUNT %
idated Financial Statements for 2019, reclassified in accord-
ance with the instructions of the Italian Banking Association  Wealth created 2,906 2,775 1315
(Associazione Bancaria Italiana — ABI), updated on 24 October ~ Value distributed (2,759) (2,713) (46) 2
2019, following the guidelines of the Global Reporting Initi- Colleagues (1,076) (1,040) G 3
ative (GRI). The Wealth created is the economic value gen- Shareholders and non-
erated in the year, which is for the most part distributed to controlling interest (836) (810 (26) 3
the stakeholders with whom the Group has relations as part Slft‘;‘egrr;ﬁrzes”;th‘b“c
of its daily operations. The Value retained is the difference institutions, Community (638) (608) (30) 5
between the Wealth created and the Value distributed, and suppliers (209) (255) 46 18
it is used for productive investments with the aim of enabling  value retained 147 62 85 137
economic growth and financial stability, as well as to ensure
the creation of new wealth to the benefit of our stakeholders.
The Wealth created by the global business of the Group to-
talled €2.9bn (+€131m on 2018).
This wealth was distributed to stakeholders as follows: Wealth created
e Colleagues received 37% of the Wealth created, amounting

to a total of €1.1bn. This included the remuneration paid (€m)

to employees and the amounts set aside for and paid to the

Personal Financial Adviser Networks; 3,000 2,906 2775
e our shareholder received 28.8% of the Wealth created, in 147 ’62

the form of the proposed dividend pay-out totalling €837m . ? —

and the result attributable to non-controlling interests 235

(-€1m); 2,000 638 A

e the Government, public authorities, institutions and the
Community received €638m, principally in the form of di-

rect and indirect taxes, amounting to 22% of the Wealth 1.300
created; this amount also includes the expenses for the
European Single Resolution Fund and Deposit Guarantee 1000
Scheme;
o Suppliers received 7.2% of the Wealth created, totalling 500
€209m paid for goods and services;
e the remaining amount, €147m, has been retained by the
Group. This amount includes the following items in particu- 2019 2018
lar dgfgrred tax assets and Iiabilities, amortisation and de- B Vale retained Suppliers Government, public
preciation, and provisions for risks and charges. authorities and institutions,
W Shareholders and H Colleagues Community
non-controlling interest
Distribution of Wealth created
2019 2018
M Value retained M Value retained
Suppliers 5.0 Suppliers 2.2
7.2 9.2
M Colleagues M Colleagues
Government 37.0 Government 37.5
public authorities 0 public authorities O
and institutions, / and institutions, /
Community O Community O
22.0 21.9
M Shareholders and M Shareholders and
non-controlling interest non-controlling interest
28.8 29.2

=|Z| Further information

aml ON page 412
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4.8 Financial and non-financial results

SEGMENT REPORTING

The Group’s operating structure covers three main Business Segments related to the
types of financial products offered to customers:

¢ Managed Financial Assets Segment, which extends from mutual funds to SI-
CAVs, speculative funds and individual discretionary accounts.

e Life Insurance Assets Segment, which covers unit-linked and traditional man-
aged insurance asset products, as well as pension and protection products.

e Banking Services Segment, which covers the Group’s banking and financial
services.

The following analyses outline the products and services offered, together with the
initiatives and research and development carried out in the year, while also present-
ing the Group's financial results, transaction data and key profitability indicators by
Business Segment. These Segments are analysed using data that show their contri-
bution to Group income after consolidation adjustments.

Segment reporting at 31 December 2019

(€m)
MANAGED LIFE BANKING TOTAL FOR
FINANCIAL INSURANCE SERVICES FIDEURAM
ASSETS ASSETS GROUP
Net interest income - - 177 177
Net profit (loss) on financial
assets and liabilities at
fair value - - 41 41
Net fee and commission
income 1,137 502 108 1,747
INTERMEDIATION MARGIN 1,137 502 326 1,965
Net operating expenses (308) (85) (216) (609)
Other (14) (6) 2 (18)
GROSS INCOME (LOSS) 815 411 112 1,338
Average Client Assets 102,644 53,997 72,672 229,313
Client Assets 106,131 59,269 77,315 242,715
Key indicators
Cost / Income Ratio 27% 17% 64% 31%
Gross income (loss) / Average
Client Assets 0.8% 0.8% 0.2% 0.6%
Net fee and commission income
/ Average Client Assets 1.1% 0.9% 0.1% 0.8%

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — . 83

MANAGED FINANCIAL ASSETS
SEGMENT

The Managed Financial Assets Seg-
ment covers the Group’s discretionary
account and mutual fund business,
which totalled €106.1bn at 31 Decem-
ber 2019 (44% of total client assets), a
€9.4bn increase on 31 December 2018
mainly as a result of the market perfor-
mance that positively impacted assets
and, to a lesser extent, as a result of net
inflows of €2bn. The contribution to
the pre-tax profit on continuing opera-
tions was €815m and was substantially
in line with the previous year since the
favourable effect of growth in average
managed assets was entirely offset by
the repositioning of customer assets to-
wards lower-income products. The ratio
of net fee and commission income to
client assets was 1.1%, while the ratio
of gross income (loss) to client assets
was 0.8%.

In 2019, with the aim of enhancing the
solutions supporting the advisory ser-
vice model and in light of market trends,
Fideuram and Sanpaolo Invest enriched
their range of products with new forms
of investment strengthening their ser-
vice platforms which, by exploiting their
flexibility, permit growing levels of cus-
tomisation to respond specifically to the
needs of different customer segments.
In this area, the offer of controlled risk
solutions and solutions with progressive
and planned entry into the markets was
strengthened. Steps were also taken
to implement the regulatory develop-
ments in the sector.

As regards Fideuram funds, the first
part of the year was characterised
mainly by actions taken to come into
line with the new European legislation
on money market funds, creating a new
series of solutions with an investment
policy that is more flexible and more
suited to current conditions and with a
commission structure that is also more
in line with the reference context.
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Managed financial assets
(€m)

Net interest income

Net profit (loss) on financial assets and liabilities
at fair value

Net fee and commission income
INTERMEDIATION MARGIN
Net operating expenses

Other

GROSS INCOME (LOSS)

Average Client Assets

Client Assets

Key indicators
Cost / Income Ratio
Gross income (loss) / Average Client Assets

Net fee and commission income /
Average Client Assets

2019 2018 (*) % CHANGE
1,137 1,136 -
1,137 1,136 -
(308) (313) -2
(14) an 27
815 812 -
102,644 101,414 1
106,131 96,756 10
27% 28%
0.8% 0.8%
1.1% 1.1%

(*) Restated on a like-for-like basis to take the changes in the scope of consolidation into account.

The changes concerned products in the
ltalian range (Fideuram Moneta and
Fideuram Risparmio) and products in
the Luxembourg range (Fonditalia Euro
Currency and Fonditalia Euro Yield Plus).
For Fonditalia, action was also taken for
the transformation of the Fonditalia
Flexible Risk Parity fund into Fonditalia
Cross Asset Style Factor, a solution with
a new form of multi-asset investment
constructed with an allocation based
on value factors.

Lastly, there was continued develop-
ment in the last part of the year, of the
Fideuram Alternative Investments (FAI)
platform of Fideuram Investimenti, with
the launch of FAI — Mercati Privati Eu-
ropei, the fourth investment solution
within the Fideuram Alternative In-
vestments platform. This is a multi-as-
set, unreserved closed-end alternative
investment fund which allows invest-
ments in the European private markets,
through a diversified portfolio divided
between different types of investment:
equity investments, loans and proper-
ty and infrastructure investments. The
fund, characterised by a partnership be-
tween Fideuram Investimenti and Tike-
hau Capital (one of the most qualified
operators in the international private

market sector), has a dynamic and flexi-
ble investment process which envisages
on-going monitoring of investments,
integrated with ESG criteria to generate
sustainable returns over time.

For the range of funds offered by
third-party asset managers, in 2019
Fideuram ensured the development
of the offer through a targeted selec-
tion of additional strategies of current
partners, with a particular focus on
theme-based solutions with an ESG
approach. In the second part of the
year, the offering of Fideuram Multi-
brand was then increased with the
inclusion of a new SICAV under Lux-
embourg law, managed by UBS Asset
Management.

The offering of funds and SICAVs dis-
tributed by Intesa Sanpaolo Private
Banking was expanded during 2019
with the launch of new funds. In par-
ticular, Eurizon Capital SGR launched
the following ltalian funds:

e Eurizon Private Allocation 20-60, a
flexible fund aimed at customers with
a medium risk profile who are seek-
ing a diversified investment and want
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to delegate the choice of investment
markets and strategies to a profes-
sional manager, with an exposure to
the equity market of between 20%
and 60%. The fund allows access to
the managerial skills of the High Net-
Worth Individuals team of the asset
management company, through an
easily accessible product with a re-
porting quality that is typical of cus-
tomised management.

Eurizon Italian Fund, belonging to
the new ELTIF type (European Long-
Term Investment Funds) which aim
to promote the real economy in all
the Member States of the European
Union, encouraging capital inflows
from SMEs. A minimum of 70% of
the fund portfolio is invested in in-
struments issued by non-financial
companies listed in the markets
devoted to SMEs (AIM, Star, MTA
and MIV) and with a capitalisation
of less than €500m. The reference
geographical area is Italy and only
a maximum of 20% is invested in
instruments issued by companies
from other European Countries.
The fund, which is a closed-ended
alternative investment fund, has an
overall duration of 7 years.

Eurizon Approccio Contrarian ESG,
characterised by a flexible manage-
ment approach based on a contrarian
and sustainable strategy (ESG criteria)
as regards the equity component and
on absolute-return and sustainable
strategies for the bond component.

Eurizon Investi Protetto — Edizione 1,
investment window fund which al-
lows investors to participate in market
trends with capital protection on ma-
turity of the 5-year investment cycle.
The management strategy provides for
a protection component, consisting of

€1061 bn

Managed financial assets
(44% of total client assets)
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bond market instruments with matu-
rity generally very close to that of the
investment cycle, and a component
aimed at moderate growth which in-
vests, directly or through derivatives, in
equities, bonds and foreign currencies.

Eurizon Income Strategy, an invest-
ment window fund with the aim of
generating revenues through a dis-
ciplined and flexible approach over
a 5-year time horizon. The flexible
multi-asset management strategy
involves an equity exposure of be-
tween 40% and 60% of the portfo-
lio, managed with a contrarian ap-
proach. More specifically, the equity
investment increases when there are
favourable listed prices and low vol-
atility, and is reduced when there are
high listed prices (based on models
that assess the economic fundamen-
tals of companies) and high volatility.
The process of selecting securities
within the equity category aims to
identify shares that are in a position
to distribute sustainable dividends
over time. The bond component in
the portfolio features a broad diversi-
fication in the world of global credit,
with attention paid to the quality of
issuers and liquidity of the securities.
The fund involves an income-accu-
mulation class and an income-distri-
bution class.

The range of Luxembourg Funds man-
aged by Eurizon Capital S.A. was in-
creased with the launch of three new
“megatrend” equity funds that invest
by selecting equities of companies
that can benefit from long-term global
trends in safeguarding the planet (Eu-
rizon Fund Equity Planet), in the well-
being of people (Eurizon Fund Equity
People) and in technological innovation
(Eurizon Fund Equity Innovation).

The offering of the range managed by
Fideuram Asset Management (Ireland)
has also been expanded with new in-
vestment solutions in the form of an
investment window dedicated to Intesa
Sanpaolo Private Banking, through the
Luxembourg SICAV Ailis and with their
management being outsourced to lead-
ing international investment firms:

e Ailis BlackRock Multi-Asset Income,
a flexible fund that aims to generate
growth of the capital invested and
positive returns through a global and
dynamic exposure to asset classes
over an investment time horizon of

5 years. The fund is managed by the
Multi-Asset Income team of Black-
Rock Investment Management (UK)
Limited, which can boast long and
proven experience in the develop-
ment and management of Multi-As-
set strategies geared to customer
requirements and that leverage an
efficient approach for risk allocation
in the portfolio.

Ailis Pimco Target 2024, a flexible
bond fund with a diversified portfo-
lio that invests in bonds selected at a
global level, belonging to various seg-
ments and with a maturity consistent
with the investment objective of the
fund (5 years). The fund portfolio can
be invested up to 100% in bonds, up
to 70% in High Yield bonds and up
to 40% in bonds issued by emerging
countries.

Allis Pictet Balanced Multitrend, a
multi-asset fund with management
outsourced to Pictet Asset Manage-
ment which aims to generate positive
returns over a defined time horizon
(5 years), through a balanced global
portfolio. The fund has a highly-diver-
sified portfolio and invests in selected
shares and bonds at the global level.
The equity component of the portfo-
lio consists of equities selected using
a theme-based approach, i.e. cho-
sen from those benefiting from me-
dium-to-long term market themes,
determined by demographic, lifestyle,
regulatory or market context changes.

Ailis Muzinich Target 2025, with man-
agement outsourced to Muzinich &
CO Limited, which aims to produce
positive returns over a time horizon
of 5 years through research and se-
lection of opportunities in the credit
world. The portfolio adopts a buy
& hold strategy with diversified ex-
posure in multi-sector credit with a
maximum high yield component of
80%, maximum exposure of 50% to
Emerging Country issuers and maxi-
mum exposure of 15% to exchange
rate risk.

During 2019, the offering of third-party
funds and SICAVs was expanded with a
new Swiss investment company, Pegaso
Capital Partners S.A., based in Lugano
which manages the Luxembourg com-
pany, Pegaso Capital Sicav. Franklin Tar-
get Income 2024 was also launched, an
investment window fund with a 5-year
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time horizon. The product is a flexible
bond fund of the new Luxembourg SI-
CAV, Franklin Templeton Opportunities
Funds, managed by Franklin Templeton
Investments. The management aims to
achieve capital growth over a 5-year
time horizon, through significant geo-
graphical and sectoral diversification,
applying an ESG approach integrated
in the management of the bond portfo-
lio. At the end of the year, a further in-
crease in the range of investment firms
was approved with the introduction of
Goldman Sachs Asset Management, a
worldwide manager with about 2,000
professionals and 36 offices through-
out the world and investment strategies
that range between different classes
of assets, sectors and geographical ar-
eas. This increased offering from 2020
will cover a selection of focus funds (5
funds for 12 ISINs):

1. Goldman Sachs Global CORE® Equi-
ty Portfolio;

2. Goldman Sachs
Equity Portfolio;

Europe CORE®

3. Goldman Sachs Emerging Markets
Debt Local Portfolio;

4. Goldman Sachs Absolute Return
Tracker Portfolio;

5. Goldman Sachs Global Multi-Asset
Balanced Portfolio.

Lastly, we also added new funds of

international investment firms whose

products we already distribute and con-

tinued our updating and maintenance

of the funds offered.

As regards discretionary accounts,
the actions focused on the Fideuram
Folios platform with enriched ancillary
services available to customers and five
new investment solutions developed to
seize the opportunities for returns that
emerged at the beginning of 2019 in
the world of government and high yield
bonds (Investimento Sovrano 2023 and
Rendimento 2024), to allow a gradual
approach to equity and balanced in-
vestments (Global Equity and Bridge
2019) with a reduction in market tim-
ing risk and to meet the needs of that
category of customers who are more
sensitive to the topic of preserving the
capital invested (Foglio Obiettivo Pro-
tezione 2026).

In 2019 the Omnia discretionary ac-
count of Fideuram Investimenti was
enriched with two new equity manage-
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ment lines (Ego High Conviction lines),
developed in cooperation with Lom-
bard Odier Investment Managers using
a “Sustainable Equity High Conviction”
strategy, aimed at Private Banking cus-
tomers, and the Active Beta 100 line,
developed with the Step-in logic, aimed
at Upper Affluent customers.

Within the scope of Eurizon Capital
SGR discretionary accounts, during
the year there was a restyling of the
Obiettivo Private discretionary account
which aims to renew and re-launch
the function of the portfolio discre-
tionary account service as a package
of financial services, with fiscal optimi-
sation and detailed reporting, reserved
exclusively to Intesa Sanpaolo Private
Banking Customers. In particular, two
new Management Lines have been
added to the “Main Component” that
are called "GP Obiettivo Private ISPB
0-40" and “GP Obiettivo Private ISPB
10-60", with advisory service from the
Discretionary Accounts Team of Intesa
Sanpaolo Private Banking, providing
support for the three existing Manage-
ment Lines managed by Eurizon. The
Markets Component has become the
Guided Selection Component, which
provides 6 new Management Lines: 3
with active management and 3 with
passive management. As regards the
discretionary accounts offered by Inte-
sa Sanpaolo Private Banking, ordinary
maintenance and evolutionary adjust-
ments to existing products continued.

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

LIFE INSURANCE ASSETS SEGMENT

This segment covers the Group's life
insurance and pension fund business,
which totalled €59.3bn at 31 Decem-
ber 2019 (24% of total client assets),
up €9bn principally due to market per-
formance, which favourably impacted
portfolios. Total net inflows came to
€2.6bn, up €1bn compared with the
previous financial year. The contribution
to pre-tax profit (loss) on continuing
operations was €411m, substantially in
line with the previous year. The ratio of
net fee and commission income to client
assets was 0.9%, while the ratio of gross
income (loss) to client assets was 0.8%.

With reference to insurance products,
the development activities mainly
concerned the Fideuram Vita Insieme
unit-linked range through a series of
actions geared to improving its posi-
tioning and strengthening its oper-
ating content. More specifically, the
entry threshold for the private bank-
ing version was reduced from €1m
to €500k, whereas, in relation to in-
vestment solutions, four new internal
funds were introduced as a response
to the context and the search for val-
ue in sustainable finance:

e Orizzonte Responsabile (dedicated
solely to the Private Banking ver-
sion), a flexible, multi-asset solu-

Life insurance assets
(€m)

tion that invests solely in financial
instruments classed as sustainable
and responsible. It is the first inter-
nal fund for sustainable investment
in the Fideuram Vita offering, whose
investment process requires the use
of environmental, social and govern-
ance criteria (ESG).

Valore Sostenibile: a balanced mul-
ti-asset solution which mainly invests
in ETF with a moderate risk profile
and a very modest overall cost.

Dynamic Advisors: a dynamic mul-
ti-asset solution with advisory servic-
es from four selected Asset Manag-
ers, which reproduces a successful
strategy already developed in the
scope of the Omnia discretionary ac-
count.

Global Equity Step-in: a solution that
allows progressive entry into the
global equity market over a period
of 18 months, also on the insurance
platform, starting from a defensive
portfolio that is managed to optimise
liquidity.

The increasingly greater need for pro-
tection, perceived by customers, also
led to the proposal of guaranteed-cap-
ital solutions (Fideuram Vita Garanzia
and Valore 2), as a conservative com-

Net interest income

Net profit (loss) on financial assets and liabilities
at fair value

Net fee and commission income
INTERMEDIATION MARGIN
Net operating expenses

Other

GROSS INCOME (LOSS)

Average Client Assets
Client Assets

Key indicators
Cost / Income Ratio
Gross income (loss) / Average Client Assets

Net fee and commission income /
Average Client Assets

2019 2018 (*) % CHANGE
502 496 1
502 496 1
(85) (83) 2

(6) (5) 20

411 408 1
53,997 50,870 6
59,269 50,220 18

17% 17%

0.8% 0.8%

0.9% 1.0%

(*) Restated on a like-for-like basis to take the changes in the scope of consolidation into account.
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€593 bn

Life insurance assets
(24% of total client assets)

ponent in a managed assets portfolio.
For Private Insurance solutions, with
the aim of serving High Net Worth
customers  more comprehensively,
there was continued development of
the foreign Private Insurance offering.

As regards offering of Intesa Sanpaolo
Private Banking, the “Programma Pri-
vate” (“Private Banking programme”)
started to be offered during 2019. This
is a Class | single-premium whole-of-
life policy issued by Intesa Sanpaolo
Vita, dedicated to individual customers.
The policy offers an insurance solution
that allows the customer to invest the
capital to be distributed to designat-
ed beneficiaries upon decease of the
customer or the capital to be paid out
upon surrender of the policy. The return
on the product is linked to the results
of the segregated management of the
VIVADUE Fund. As regards the products
already being offered to customers, re-
styling actions were taken for the fol-
lowing products:

e Synthesis of Intesa Sanpaolo Vita:
there was a change in allocation of
the premium between Class | and
Class I, raising the maximum per-
centage for Class | to 50% (previ-
ously the maximum percentage was
30%). The restyling also involved a

change in the legal entity custom-
er target, restricting it to fiduciary
companies and entities that do not
carry out any commercial activity.

Penso a Te of Intesa Sanpaolo Vita,
the Class | policy dedicated to cus-
tomers needing to make an invest-
ment and wishing to leave a capi-
tal sum to a young beneficiary, and
Base Sicura Tutelati, the Class | pol-
icy dedicated to a specific customer
target consisting of minors and/or
those represented by a Guardian.
For the two products, the update
concerned a reduction in loading
costs for the lowest premium band,
a reduction in the minimum periods
in order to exercise surrender and a
reduction in the minimum guaran-
teed amount in the event of death.

Prospettiva 2.0 of Intesa Sanpaolo
Life, the Unit Linked policy which
offers a rich range of funds in which
it is possible to invest, divided into
4 different capital management Ar-
eas (Outsourced, Co-Investment,
Personalised and Protected), with
different investment thresholds.
The 3 funds characterising the Out-
sourced Area were updated through
restyling, with the aim of reducing
the monetary portion in favour of
greater diversification with bond
and equity components and the
consequent change of the bench-
marks underlying the three funds.
Moreover, in the second half of
2019, the product was enhanced
with the inclusion of a new internal
window fund “Sviluppo nel Tempo
45", characterised by a policy of
gradual entry into the equity market
with the aim of establishing a global

equity allocation of about 45% of
the fund portfolio over an average
timescale of about 3 years.

e "Il Mio Domani” of Intesa Sanpaolo
Vita, an Open Pension Fund for peo-
ple who want to build up a supple-
mentary pension through payments
of their own and/or their employ-
ment termination indemnities, with
the opportunity of selecting from a
range of investment lines or relying
on a Life Cycle management. The
product was updated with the inclu-
sion of three benchmark funds with
an ESG approach. These support
companies that are careful about
safeguarding the environment and
comply with social values and the
Progetto Life Cycle ESG which in-
vests in the aforesaid funds.

The supplementary pension scheme
solutions were also the forerunner
in the launch of procedures for ad-
vanced offering of insurance prod-
ucts: the second half of 2019 saw the
release of functions for offering in a
dematerialised venue, remote offer-
ing, off-premises offering and, solely
for the Open Pension Fund, the sub-
scription using Internet Banking Self.
Lastly, our inter-broker agreement
with First Advisory Broker continued
with the offering of Private Insurance
solutions, in order to satisfy the grow-
ing demand for multi-class and Class
| insurance products and for diversi-
fied investments. In the second half
of the year, the offering was widened
through the inclusion of dedicated
internal funds with the management
company, Intesa Sanpaolo Private
Bank (Suisse) Morval.

Intesa Sanpaolo Private Banking - Milan, General Management
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BANKING SERVICES SEGMENT

The Banking Services Segment covers
the Group’s banking and financial ser-
vices, together with its central depart-
ments, holding activities and finance
activities, as well as - generally speaking
- the coordination and control activities
for its other operating segments. This
segment includes non-managed assets,
mainly securities and current accounts,
which totalled €77.3bn at 31 Decem-
ber 2019 (32% of total client assets), up
€11.2bn compared with the figure at 31
December 2018. Total net inflows in the
segment were €6.3bn, down €277m
compared with the previous financial
year. The segment’s contribution to pre-
tax profit (loss) on continuing operations
totalled €112m, up €45m on the pre-
vious financial year, principally due to
the increase in front-end fee income on
bonds and certificates. The ratio of net
fee and commission income to client as-
sets was 0.1%, while the ratio of gross
income (loss) to client assets was 0.2%.

Within the scope of non-managed as-
sets and banking services, in order to
support the extension of our banking fa-
cilities and the acquisition of new custom-
ers, there continued to be a number of
initiatives offering current accounts with
special interest rates, also with new for-
mulas, combined with investment in man-
aged assets (Step-in current accounts).
Towards the end of the year, Fideuram
Cash Deposit was proposed which pro-
vides for remuneration with special

Banking services
(€m)

interest rates over a specified period in
return for restricted availability. Also as
regards the lending products component,
the proposals made in recent years were
continued with on-going Lending initia-
tives. As regards non-managed assets, the
offering of controlled risk solutions was
strengthened, by taking the opportunities
on the interest rate market, in response to
the need to preserve capital, mainly with
issues of protected capital. During the
year, twelve new issues were placed of In-
vestment Certificates issued by Banca IMI
on equity indices and baskets of equity
indices, with complete protection of the
principal on maturity and participation in
the performance of the various underly-
ing securities, with or without a cap. For
the bond component, Fideuram partici-
pated, also on behalf of Sanpaolo Invest,
in the placement of bonds of Intesa San-
paolo, Mediobanca and Cassa Depositi e
Prestiti. Lastly, certain initiatives regarding
Repurchase agreements were promoted.
With reference to the offering of Inte-
sa Sanpaolo Private Banking, in 2019
the offering of securities on the Primary
Market was characterised by the place-
ment of thirty Certificates with Banca
IMI as issuer (seven of which upon re-
quest by individual customers) and ten
bonds, four of which were Public Offers
for Subscription (two from Medioban-
ca - one Step-up Fixed Rate bond and
one Floored Floating Rate bond; one
from Cassa Depositi e Prestiti with Mixed
Rate; one 7-year Toyota Motor Fixed

Net interest income

Net profit (loss) on financial assets and
liabilities at fair value

Net fee and commission income
INTERMEDIATION MARGIN

Net operating expenses

Other

GROSS INCOME (LOSS)

Average Client Assets
Client Assets

Key indicators

Cost / Income Ratio

Gross income (loss) / Average Client Assets
Net fee and commission income /

Average Client Assets

2019 2018 (*) % CHANGE

177 155 14

41 21 95

108 63 71

326 239 36

(216) (197) 10

2 25 -92

112 67 67

72,672 65,296 11

77.315 66,093 17
64% 79%
0.2% 0.1%
0.1% 0.1%

(*) Restated on a like-for-like basis to take the changes in the scope of consolidation into account.
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Rate Step Up bond in dollars) and six
exclusively for the Private Banking Divi-
sion (three Intesa Sanpaolo bonds - Fixed
Rate with 3-year maturity, Fixed Rate
and Floating Rate with 5-year maturity;
two Intesa Sanpaolo Subordinate Tier 2
bonds with Fixed Rate and Floating Rate
and 7-year maturity; one Mediobanca
Fixed Rate Step Up bond with 4-year
maturity in dollars). Lastly, two IPOs (Pat-
tern and Sanlorenzo) reserved for pro-
fessional customers were placed. As re-
gards banking products, the new instant
transfer service called “Bonifico Istanta-
neo” was made available from 23 March
2019 to all holders of current accounts
in euro. This new form of transfer allows
money to be transferred (in euro with-
in the SEPA area) between authorised
accounts held at banks that are part of
the SEPA Instant Credit Transfer scheme.
The instant transfer service allows users
to receive and send money 24/7, up to
the maximum limit permitted by the
SEPA Instant Credit Transfer scheme.
The maximum amount is €15k per trans-
action and the money is sent immediate-
ly, which means that the order cannot be
revoked. As regards payment cards, the
service offering American Express credit
cards was renewed from 4 June 2019.
The new Amex Platinum metal card of-
fers new services in the field of travelling
and lifestyle with a view to improving
customer experience, by enhancing the
card’s physical nature. From that date,
all Amex Platinum cards were enhanced
with the following new services:

e Fast Track: priority at security checks
in main Italian airports (Rome Fiumici-
no, Milan Malpensa, Milan Linate,
Naples), in order to reach departure
gates more quickly.

e Prestige level Priority Pass: free sub-
scription to the Prestige level of the
Priority Pass Programme, giving ac-
cess to over 1,200 VIP Lounges in air-
ports all over the world. Cardholders
are also allowed the privilege of tak-
ing a guest with them.

€773 bn

Non-managed assets
(32% of total client assets)
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e Insurance cover: compared to the
previous Card, the maximum limits of
cover in the event of injury have risen
from €1m to €5m and purchase pro-
tection from €12k to €30k, whereas
in the event of a journey cancellation,
Platinum Card becomes the best card
insurance cover on the market.

During the second half of the year, with
the issue of the My Key remote service,
the following new digital payment ser-
vices (Apple Pay, Samsung Pay, Master-
pass, Garmin Pay and Fitbit Pay) were
issued on Intesa Sanpaolo Private Bank-
ing payment cards.

Digital payment services allow custom-
ers to use their own mobile device (e.g.
smartphone, smartwatch) to perform
proximity payment transactions and
purchases via internet, through the
virtualization of payment cards (debit
cards, credit cards and pre-paid cards).
In addition, the JiffyPay service by SIA
S.p.A. was terminated on 15 July 2019
and replaced by a new money transfer
and payment service in real time called
BANCOMAT Pay®, which accompanies
the traditional BANCOMAT® with-
drawal service and PagoBANCOMAT®

payment service of Bancomat S.p.A..
BANCOMAT Pay® integrates the lJiffy
service, allowing holders of debit cards
issued by the Bank and of the My Key
remote service to perform the following
transactions simply using their mobile
phone number (via the Intesa Sanpaolo
Mobile app):

e send money to private individuals or
non-profit-making associations, au-
thorised to use the service;

e make payments — also via internet —
in favour of retailers or public entities,
authorised to use the service;

e receive money from other persons au-
thorised to use the service.

On 14 September 2019, Regulation (EU)
2018/389 came into force, which sup-
plements EU Directive no. 2015/2366
(PSD2). This Regulation provides for
new technical standards for Customer
authentication, aimed principally at im-
proving the security of electronic pay-
ments and reducing the cases of fraud.
On 1 October 2019, marketing was
launched of the XME Card Plus, a new
debit card on two circuits (the Italian

BANCOMAT®/PagoBANCOMAT circuit
and the Visa or Mastercard interna-
tional circuit, chosen by the customer
when purchasing the card). In terms of
its functions, this card is the synthesis
and evolution of the two previous debit
cards: BancoCard Plus and XME Card,
the sale of which was suspended at the
same time. The XME Card Plus repre-
sents the first time that a debit card
has been available in the "bookable”
version and the “off the shelf” version
directly from the Branch.

XME Card Plus is aimed at all those
individual, adult customers, resident
in Italy or abroad, who are holders
of current accounts in Euros, and can
also be issued, linked to a current ac-
count held in the name of a legal per-
son. It has a validity of 5 years, is au-
tomatically renewed on expiry and is a
contactless debit card, authorised to
make digital payments and geared to
meet withdrawal and payment needs
both in Italy and abroad and can also
be used to make purchases on inter-
net. In addition, the card offers a se-
ries of insurance guarantees, provided
free of charge by Intesa Sanpaolo As-
sicura S.p.A..

Fideuram -

Fideuram - Turin Office

13AO SSANISNG "L

S3IDILVHILS T

1IX3INOD LINYVIN "€

IDNVNYIAOD 'S IDNVINHO4YId ¥

SINIWILVLS TVIDNVNIH 9

Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 89



4. Performance - 4.8 Financial and non-financial results Financial Capital

OPERATIONS OUTSIDE ITALY

In geographical terms, the Fideuram Group operates mainly in Italy. Operations out-
side Italy are run by the product companies Fideuram Asset Management (Ireland)
and Fideuram Bank (Luxembourg), the distribution network of Intesa Sanpaolo Pri-
vate Bank Suisse (Morval) and Financiere Fideuram.

Product companies

Fideuram Asset Management (Ireland) dac continued to act as manager of the
€4 1 8 b Fideuram Group’s collective investment products in 2019 (Luxembourg, Irish and
. n ltalian collective investment undertakings) and of the products developed by the
. Group’s insurance companies (Italian pension fund and Irish unit-linked policies).
. Client Assets by Client assets in the Luxembourg products offered by Fideuram Asset Management
Fideuram Asset Management  (reland) totalled €41.8bn at 31 December 2019, an increase of €2.9bn on 31

(Ireland) December 2018 (€38.9bn).

Fideuram Bank (Luxembourg) S.A. plays a leading role in the Group’s operating
structure as the Depository Bank and Administrative Agent (calculation of Net Asset
Value and keeping of subscriber register) of our Luxembourg funds with €41.8bn
client assets at 31 December 2019. The Bank operates through a select yet extensi-
ve network of worldwide correspondent banks, while also acting as Securities Len-
ding Agent for the portfolio. It also plays a significant role in providing treasury and
liquidity risk management services for the Group’s Luxembourg funds. The Bank
also provides technological and organisational support in the form of IT services for
the French subsidiary.

Fideuram Asset Management (Ireland) dac

Fideuram Bank (Luxembourg) S.A.
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Distribution networks

As part of the actions implementing the international development Plan, Banque

Morval S.A. was merged with Intesa Sanpaolo Private Bank (Suisse) S.A. in the first CH F 5 1 bn
quarter of 2019 and then with Morval Vonwiller Holding S.A., creating Intesa San- -

paolo Private Bank (Suisse) Morval S.A.. Client assets by
Intesa Sanpaolo Private Bank (Suisse) Morval S.A. is a Swiss bank specialising prin- .

cipally in investment services for private individuals. Its head office is in Geneva Intesa San_paolo Private Bank
and its Client Assets totalled CHF 5.1bn at 31 December 2019, of which almost (Suisse) Morval

38% comprised managed assets. The Bank is currently committed to implemen- s
ting the international development Plan outlined in the Group’s business Plan.

This envisages consolidating its presence on the Private Banking international

markets. Due to the important investments made as operating expenses and as

capital expenditure, associated with the implementation of the aforesaid Plan,

the year closed with a net consolidated loss of CHF32,3m. On 1 August 2019 the

business and contractual relationships of the London branch of Intesa Sanpaolo

Private Banking S.p.A .were transferred completely to the new English branch of

Intesa Sanpaolo Private Bank (Suisse) Morval S.A.. Lastly, on 9 December 2019,

the subsidiary Morval SIM S.p.A. was sold to Fideuram - Intesa Sanpaolo Private

Banking S.p.A..

Treasury

Part of the Group’s treasury and finance activities are performed in France. These
activities are conducted by the subsidiary Financiére Fideuram S.A., which had
securities holdings of approximately €2.3bn at 31 December 2019 (€2.4bn at ye-
ar-end 2018).

Intesa Sanpaolo Private Bank (Suisse) Morval S.A.
- London Branch

Intesa Sanpaolo Private Bank (Suisse) Morval S.A. - Representative Office
Bahrein

Intesa Sanpaolo Private Bank (Suisse) Morval S.A.
Intesa Sanpaolo Private Argentina S.A. - Geneva Office

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 91
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ASSET AND LIABILITY MANAGEMENT

The tables below show the main balance sheet items compared with the corresponding figures at 1 January 2019. The com-
parative amounts at 31 December 2018 on the reclassified balance sheet were restated by applying IFRS 16, entered into force
on 1 January 2019.

Consolidated balance sheet

(reclassified - €m)

31.12.2019 1.1.2019 (*) CHANGE

AMOUNT %
ASSETS
Financial assets measured at fair value through profit or loss 349 294 55 19
Financial assets measured at fair value through other comprehensive income 3,189 3,294 (105) -3
Debt securities measured at amortised cost 15,275 13,299 1,976 15
Loans to banks 17,198 12,301 4,897 40
Loans to customers 9,329 9,531 (202) -2
Hedging derivatives 20 - 20 n.s.
Equity investments 170 151 19 13
Property and equipment and intangible assets 614 576 38 7
Tax assets 164 198 (34) -17
Other assets 1,459 1,388 71 5
TOTAL ASSETS 47,767 41,032 6,735 16
LIABILITIES
Due to banks 3,033 3,409 (376) -1
Due to customers 39,024 32,354 6,670 21
Financial liabilities held for trading 33 28 5 18
Hedging derivatives 930 808 122 15
Tax liabilities 94 82 12 15
Other liabilities 1,215 1,079 136 13
Provisions for risks and charges 478 468 10 2
Share capital and reserves 2,054 1,970 84 4
Net profit 906 834 72 9
TOTAL LIABILITIES 47,767 41,032 6,735 16

(*) Restated on a like-for-like basis to take the application of IFRS 16 into account.
n.s.: not significant
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Quarterly consolidated balance sheets
(reclassified - €m)
31.12.2019 30.9.2019 30.6.2019 31.3.2019  1.1.2019 (¥) 30.9.2018  30.6.2018 31.3.2018 (**) E

&
wv

ASSETS g

Financial assets measured at fair value S

through profit or loss 349 347 317 310 294 298 280 288 =

Financial assets measured at fair value

through other comprehensive income 3,189 3,616 3,529 3,277 3,294 3,151 3,013 3,444

Debt securities measured at amortised cost 15,275 14,641 13,240 13,194 13,299 13,275 13,325 10,658

Loans to banks 17,198 16,244 15,135 14,525 12,301 12,968 13,373 15,337

Loans to customers 9,329 9,465 9,620 9,263 9,531 9,006 8,869 8,510

Hedging derivatives 20 12 7 1 - 2 1 2

Equity investments 170 166 163 158 151 156 148 151

Property and equipment and intangible ;.

assets 614 613 609 563 576 294 295 266 z

Tax assets 164 170 175 178 198 160 158 156 g

Other assets 1,459 1,596 1,520 1,472 1,388 1,260 1,192 1,182 a

TOTAL ASSETS 47,767 46,870 44,315 42,941 41,032 40,570 40,654 39,994

LIABILITIES

Due to banks 3,033 3,030 3,098 3,741 3,409 2,469 2,464 2,566

Due to customers 39,024 37,983 35,775 34,131 32,354 32,975 33,175 31,668

Financial liabilities held for trading 33 42 25 27 28 30 32 18

Hedging derivatives 930 1,094 979 890 808 785 815 791 w

Tax liabilities 94 119 90 102 82 97 61 118 %

Other liabilities 1,215 1,405 1,399 1,329 1,079 1,115 1,214 1,164 %

Provisions for risks and charges 478 479 458 470 468 447 445 468 3

Share capital and reserves 2,054 2,059 2,035 2,022 1,970 1,995 1,994 2,814 é

Equity attributable to non-controlling 3

interests - - - - - - - 148

Net profit 906 659 456 229 834 657 454 239

TOTAL LIABILITIES 47,767 46,870 44,315 42,941 41,032 40,570 40,654 39,994

(*) Restated on a like-for-like basis to take the application of IFRS 16 into account.
(**) Restated on a like-for-like basis to take the changes in the scope of consolidation into account.

Financial assets of the Group totalled €18.8bn, up €1.9bn (+12%) compared to 1 8 8
the figure at the beginning of the year. € . bn

Financial assets

IDNVINHO4YId ¥

Financial assets

(€m)
31.12.2019 1.1.2019 CHANGE
AMOUNT % ”
Financial assets measured at fair @
value through profit or loss 349 294 55 19 s
=
Financial assets measured at fair =
value through other comprehensive a
income 3,189 3,294 (105) -3
Debt securities measured at
amortised cost 15,275 13,299 1,976 15
Hedging derivatives 20 - 20 n.s.
Total 18,833 16,887 1,946 12
o
2
z
This trend is mainly attributable to the increase in debt securities measured at amor- 2
tised cost (+€2bn) for the purchase of Intesa Sanpaolo bonds and, to a lesser extent, 9
the increase in financial assets measured at fair value through profit or loss (+€55m) g
and hedging derivatives (+€20m), partly offset by the reduction of financial assets z
measured at fair value through other comprehensive income (-€105m). @
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Financial liabilities

(€m)
31.12.2019 1.1.2019 CHANGE
AMOUNT %
Financial liabilities held for trading 33 28 5 18
Hedging derivatives 930 808 122 15
Total 963 836 127 15

Financial liabilities, consisting of derivatives, totalled €1bn. This item was up
€ 1 b €127m (+15%) compared to the figure at the beginning of the year, mainly as a
n result of fair value changes on the derivatives used to hedge the interest rate risk of

Financial liabilities certain fixed-rate bonds in the portfolio.

Loans to banks

(€m)
31.12.2019 1.1.2019 CHANGE

AMOUNT %
Due from Central Banks 163 339 (176) -52
Current account 3,547 5,584 (2,037) -36
Term deposits 12,868 6,259 6,609 106
Repurchase agreements 500 - 500 n.s.
Other 120 119 1 1
Total 17,198 12,301 4,897 40
Loans to banks totalled €17.2bn, up €4.9bn (+40%) on the figure at the begin-
€ 1 7 . 2 bn ning of the year. This trend is mainly due to the sharp rise in investments in term

deposits with Intesa Sanpaolo (+€6.6bn) and, to a lesser extent, the growth in
Loans to banks repurchase agreements. Current accounts included €1.2bn in cash linked to secu-
rities lending, secured entirely by cash collateral recognised in the financial state-
ments under Loans to banks and Due to banks (Loans to Intesa Sanpaolo and Due
to Banca IMI).

Due to banks

(€m)
31.12.2019 1.1.2019 CHANGE

AMOUNT %
Current accounts 408 882 (474) -54
Term deposits 578 359 219 61
Repurchase agreements 1,944 2,101 (157) -7
Debts for leases 22 43 21) -49
Other 81 24 57 ns.
Total 3,033 3,409 (376) 11
Due to banks totalled €3bn, down €376m from the beginning of the year
€ 3 bn largely due to the decrease in inflows to current accounts (-€474m) and repur-

chase agreements (-€157m), only partly offset by the increase in term deposits
(+€219m). The Group continued to be a net lender on the interbank market,
with net interbank deposits of €14.2bn (€17.2bn in deposits and €3bn in loans),
€13.9bn of which (approximately 98% of the total) was held by companies in the
Intesa Sanpaolo Group.

Due to banks
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Loans to customers

(€m)
31.12.2019 1.1.2019 CHANGE

AMOUNT %
Current accounts 6,663 6,222 441 7
Repurchase agreements 214 726 (512) -71
Mortgages 862 815 47 6
Other loans 1,555 1,756 (201) -1
Non-performing assets 35 12 23 192
Total 9,329 9,531 (202) -2

Loans to customers totalled €9.3bn and mainly comprised short-term loans (re-
payable within 12 months or revocable loans without a specified term). The change
of €202m from the beginning of the year is attributable to the decrease in loans
under repurchase agreements with institutional customers (-€512m) and other
loans (-€201m, mainly due to the reduction in interest income paid as security for
the repurchase agreements), partly offset by the growth in current account over-
drafts (+€441m) and mortgages (+€47m).

Net problem loans, representing a minimal amount in the portfolio, totalled €35m,
up €23m on the figure at the beginning of the year. In detail: doubtful loans to-
talled €1m, down €1m on the figure at the beginning of 2019. Unlikely to pay
loans totalled €19m, up €12m from 1 January 2019, due to new positions arisen
during the year; while past due or overdue loans amounted to €15m, up €12m
from the beginning of the year, mainly as a result of the application from 1 Novem-
ber 2019 of the new Regulation (EU) 2018/171 which introduced more restrictive
criteria as regards the classification of past due loans.

Due to customers

(€m)
31.12.2019 1.1.2019 CHANGE

AMOUNT %
Current accounts 35,193 30,210 4,983 16
Term deposits 3,411 1,795 1,616 90
Repurchase agreements 32 46 (14) -30
Debts for leases 280 224 56 25
Other debts 108 79 29 37
Total 39,024 32,354 6,670 21

Due to customers totalled €39bn, up €6.7bn (+21%) compared with the figure
at the beginning of 2019, essentially due to the growth in customer current ac-
count deposits (+€5bn) and in term deposits (+€1.6bn).
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The table below shows the book value of the Group’s exposure to sovereign

credit risk.
(€m) LOANS FINANCIAL ASSETS MEASURED TOTAL
AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME (*)
Italy 2,278 293 2,571
Spain - 291 291
United States - 254 254
Ireland - 66 66
Belgium - 54 54
Finland - 30 30
Luxembourg - 20 20
United Kingdom - 19 19
France - 10 10
Germany - 10 10
Switzerland - 3 3
Austria - 1 1
Total 2,278 1,051 3,329

(*) The Italian government bonds in the portfolio of financial assets measured at fair value through other comprehensive
income, which had a total face value of €240m, were covered by financial-guarantee contracts.

Property and equipment and intangible assets

(€m)
31.12.2019 1.1.2019 CHANGE
AMOUNT %

Owned real estate 62 69 (7) -10

Rights of use of leased assets 304 267 37 14

Other property and equipment 14 14 - -

Property and equipment 380 350 30 9

Goodwill 140 140 - -

Other intangible assets 94 86 8 9

Intangible assets 234 226

Total property and equipment

and intangible assets 614 576 38 7

Property and equipment and intangible assets, totalling €614m, recorded an
€ 6 1 4 m increase of €38m compared to the beginning of the year. This is attributable to

the increase in the rights to use leased assets, entered under assets in the balance
Property and equipment sheet starting from 1 January 2019 following application of the new IFRS 16. The
. . item also includes €140m in goodwill regarding Private Banking divisions acquired
and intangible assets by the subsidiary Intesa Sanpaolo Private Banking between 2009 and 2013. Other
............................................................................ intangible assets also inClUde, for €30m: the valuation Of Clleﬂt Assets recognised
after purchase price allocation of the Morval Vonwiller Group. That acquisition,
which was completed in the second quarter of 2018, entailed the initial recognition
in the consolidated financial statements of an intangible asset with a finite useful
life for €34m, to be amortised in the income statement for 15 years based on the
estimated life cycle of the acquired client assets. An impairment test was conducted
for this intangible asset and it was decided that there was no need to adjust its
carrying amount in the balance sheet.
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The provisions for risks and charges at 31 December 2019 were up €10m on the
figure at the beginning of 2019, as shown below:

Provisions for risks and charges

(€m)
31.12.2019 1.1.2019 CHANGE

AMOUNT %
Litigation, securities in default
and complaints 79 88 9) -10
Personnel expenses 106 103 3 3
Personal Financial Advisers'
termination indemnities 235 232 3 1
Network Loyalty Schemes 55 40 15 38
Other 3 5 2) -40
Total 478 468 10 2

The provision for litigation, disputes, securities in default and complaints was down
€9m from the figure at the beginning of the year as a result of utilisation during the
year. The provisions for personnel costs rose by €3m, due to higher provisions set
aside for pension funds. The increase of €3m in the provisions for the termination
of Personal Financial Adviser agency agreements was attributable to accruals for
the year. At the end of 2019, it was decided that there was a need, as regards this
provision, to change the curve used to determine the current value of the liability,
since the Eur Composite AA curve (as a result of the steep reduction in interest rates
that fell into negative figures on maturities of up to 6 years) was no longer fit to
represent the value of the money over time, and was therefore substituted with the
curve used for Italian government bonds. This change led to a lower provision to
the fund of €14m for Personal Financial Adviser agency agreements.

The growth of €15m in provisions for Network Loyalty Schemes was due to
the increase in the fair value of insurance policies made to cover the Personal
Financial Advisers.
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SHAREHOLDERS' EQUITY

Group shareholders’ equity including net profit for the year totalled €3bn at 31
€ bn December 2019, having changed as follows:

Shareholders’ equity

Group shareholders’ equity

(€m)

Shareholders' equity at 31 December 2018 2,804
Dividend distribution (810)
Change in valuation reserves 45
Other changes 15
Net profit 906
Shareholders' equity at 31 December 2019 2,960

The €45m increase largely refers to the increase in the valuation reserve for fi-
nancial assets measured at fair value through other comprehensive income after
changes in the fair value of the bond portfolio at the year-end. At 31 December
2019, the valuation reserve of financial assets measured at fair value through other
comprehensive income totalled €20m.

The Group did not hold any treasury shares at 31 December 2019.

Reconciliation of the shareholders’ equity and net profit
of the Parent Company Fideuram S.p.A. with those of

the Group
(€m)
31.12.2019
SHAREHOLDERS’ INCLUDING:
EQUITY NET PROFIT

Parent company's balances 1,919 851
Net profit of subsidiaries consolidated line-by-line 653 653
Valuation reserves of subsidiaries consolidated line-by-line (7)
Effect of consolidation of subsidiaries and associated
companies 395 (117)
Dividend income from Group companies - (481)
Consolidated balances 2,960 906
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Fideuram S.p.A.'s own funds and main capital ratios at 31 December 2019 are
shown below.

Fideuram S.p.A. Capital Ratios
(€m)

31.12.2019 31.12.2018
CET1 1,033 991
Tier 1 1,033 991
Own funds 1,033 991
Total risk-weighted assets 6,218 5,672
CET1 Ratio 16.6% 17.5%
Tier 1 Ratio 16.6% 17.5%
Total Capital Ratio 16.6% 17.5%

As a member of the Intesa Sanpaolo Banking Group, Fideuram is subject to the
laws and regulations regarding capital requirements on the basis of its separate
accounts, but is not required to present this information on a consolidated basis.
In order to provide comprehensive information, the Group voluntarily estimates its

consolidated capital requirements, taking its membership of the Intesa Sanpaolo —

Banking Group into account. At 31 December 2019, our Common Equity Tier 1
Ratio was estimated to be 19.2% (20.1% at 31 December 2018).

Intesa Sanpaolo Private Banking - Bologna, HNWI Branch
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4. Performance - 4.8 Financial and non-financial results

Productive Capital

Tl

4.8.2 Productive Capital

Productive capital includes property owned, the organisation of bank
branches and Personal Financial Advisers’ offices at territorial level, and all

the equipment needed to conduct the Group’s business.

MATERIAL TOPICS

WHY TOPICS ARE MATERIAL

CORPORATE POLICIES

Development of sales
Networks and quality of
service offered
Consolidation of the sales
Network

Customer satisfaction
Accessibility of services for
customers with physical di-
sabilities

The Personal Financial Adviser occupies a central
role in the Group’s business model, publicising and
promoting banking services outside bank premises.
The meeting between the customer and the Per-
sonal Financial Adviser is pivotal to the relationship
of trust that is established. The Group therefore
makes available an extensive network of Branches
and Offices to Personal Financial Advisers.

Of particular importance for the Group is its abil-
ity to interact with all customers at its structures,
thus eliminating architectural barriers and equip-
ping ATMs with special interfaces.

The Group applies the “Physical Safety
Rules”, which are included in the “Secu-
rity Principles” governance document,
containing the rules and most appro-
priate conduct to optimise the safety
measures adopted, and consequently,
minimise risks to people and assets.

(No.)

Bank branches - Fideuram Network

Bank branches - Intesa Sanpaolo Private Banking Network
- of which High Net Worth Individual Branches

Bank branches outside Italy

Total Bank Branches

Personal financial advisers' offices - Fideuram Network

- of which Private Banking Centres

Personal financial advisers' offices - Sanpaolo Invest Network

Personal financial advisers' offices - Intesa Sanpaolo Private Banking Network
Total Personal Financial Advisers' Offices

2019 2018 2017 (*)
98 96 96
132 126 127
9 7 7

5 6 6
235 228 229
203 202 201
3 10 10
116 121 119
2 3 3
321 326 323

(*) Restated where necessary to take into account the contribution of the Morval Vonwiller Group acquired during the second quarter of 2018.

w235

Bank Branches

w321

Personal Financial
Advisers’ offices

LOGISTICS STRUCTURE SUPPORTING THE NETWORKS

Our Personal Financial Advisers are
supported in their work by the Group’s
logistics structure, which consists of
230 bank branches across Italy (98 in
the Fideuram Network and 132 in the
Intesa Sanpaolo Private Banking Net-
work) and 5 branches outside Italy (Lon-
don, Geneva, Lugano, Luxembourg and
George Town), as well as 321 Personal
Financial Advisers’ Offices (203 in the
Fideuram Network, 116 in the Sanpao-
lo Invest Network and 2 in the Intesa
Sanpaolo Private Banking Network).

For our high-end customers there are
three Private Banking Centres, support-
ing the sales activities of the Fideuram
and Sanpaolo Invest Networks, and
nine HNWI Branches, serving the Intesa
Sanpaolo Private Banking Network.
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The Networks are organised into Areas.
Each Area is sized to suit the business
potential of the territory concerned and
may cover several regions or just a few
provinces.

Operating synergies across the Group
Networks were further consolidated
during 2019, with the shared goal of
optimising costs and rationalising logis-
tics’ interventions.

Further local improvements are planned
for 2020 (premises and brand image),
focusing attention on increasing syn-
ergies between Networks in the scope
of the new sales Areas structure of the
Fideuram and Sanpaolo Invest Net-
works.
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GEOGRAPHICAL DISTRIBUTION OF NETWORKS

The Fideuram Group provides its investment services through
Personal Financial Adviser Networks, the Fideuram, Sanpao-
lo Invest and Intesa Sanpaolo Private Banking Networks, dis-
tributed and operating throughout Italy, as well as the Intesa
Sanpaolo Private Bank (Suisse) Morval Network operating in
Switzerland, the United Kingdom, Cayman Islands, Argentina,
Uruguay and the Kingdom of Bahrain.

To respond to the complex demands posed by the market con-
text, significant restructuring was undertaken at the start of
2019 in the territorial-based organisation of the Fideuram and
Sanpaolo Invest Networks. This new territorial structure intends
to broaden the Networks coverage in Italy based on a higher
number of Area Managers. They will be in a better position to
effectively monitor the quality of service provided to custom-
ers in terms of the market context as well as legislative and
regulatory requirements, which stipulate increasingly complex
and intensive management duties. In addition, the new terri-
torial-based organisation focuses more attention on Personal
Financial Advisers coordinating Networks with greater over-
sight, and more especially paying attention to training and their
own professional development, including recruitment, which
are essential to business development.

The restructuring created a new organisation within the sales
Areas, which have been completely reconfigured in their scope,
increasing those under the Fideuram Network from five to sev-
en, and from three to six in the Sanpaolo Invest Network. The
creation of new sales Areas provided greater segmentation to
the territories covered, which thanks to the work undertaken
in recent years in terms of net inflows and performance, now
have a higher administered financial wealth.

Specifically, in the Fideuram Network, the Liguria Region was
incorporated into Area 1 together with the Lombardy prov-
inces of Lodi and Pavia. The province of Bergamo (except for
the municipality of Treviglio) have been incorporated into Area
2. Area 3 includes Lombardy (provinces of Brescia, Cremona
and Mantua and the municipality of Treviglio). Area 4 is creat-
ed with the regions of Veneto, Friuli-Venezia Giulia, Trentino
Alto Adige and Emilia Romagna (provinces of Ferrara, Raven-
na, Forli-Cesena, Rimini, and the municipality of Imola) Area 5
includes Tuscany, the remaining provinces of Emilia Romagna
(Piacenza, Parma, Reggio Emilia, Modena and Bologna exclud-
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ing the municipality of Imola) and the municipality of Citta di
Castello. The regions of Lazio, Marche and Umbria (except for
the municipality of Citta di Castello) are included in Area 6.
Lastly, Area 7 consists of Abruzzo, Molise, Campania, Puglia,
Basilicata, Calabria, Sicily and Sardinia.

The splitting up of the Sanpaolo Invest Network into six Areas
has allowed greater coverage over the country, greater efficien-
cy with the sales initiatives addressed to customers and also
positive effects with development both in terms of numbers
and quality for the Personal Financial Advisers.

The merging in some Areas of the Fideuram and Sanpaolo In-
vest units under the coordination of a single Area Manager has
allowed improved exploitation of the corporate infrastructures
and an increase in sales synergies and shared development pol-
icies.

The changes to the sales Areas of the Fideuram and Sanpaolo
Invest Networks that had begun at the start of 2019, continued
to the end of the year.

The total of thirteen sales Areas (seven for Fideuram Network
and six for Sanpaolo Invest Network) into which the two Net-
works were organised in 2019 have been confirmed for 2020
although with a different distribution (eight for Fideuram and
five for Sanpaolo Invest).

The sales structure of the Intesa Sanpaolo Private Banking Net-
work was also revised during 2019, with the number of areas
reduced from twelve to eleven. In particular, the North-East
Area has incorporated Vicenza and Bassano, the Lombardy 1
Area has been renamed Lombardy Adige and has incorporated
Trento, Verona, Bolzano, Monza and Melzo, Lombardy 2 Area
has been renamed Lombardy North and has incorporated Ber-
gamo and Lecco, the Veneto North-West Trentino Alto Adige
Area has been closed.

The implementation of the project for international develop-
ment continued in 2019, as outlined in the 2018-2021 Busi-
ness Plan, through expansion of the distribution networks of
Intesa Sanpaolo Private Bank (Suisse) Morval in the internation-
al markets (Switzerland, United Kingdom, Cayman Islands, Ar-
gentina, Uruguay and Kingdom of Bahrein). As from 1 August,
the contracts and assets relating to the London branch were
transferred to Intesa Sanpaolo Private Bank (Suisse) Morval.
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The area structures of the four Networks are shown below.

Area Structure of the Fideuram Network

1.1.2020

31.12.2019

31.12.2018

AREA REGIONS REGIONS REGIONS
1 Piedmont, Valle d'Aosta Piedmont, Valle d’Aosta, Liguria, Piedmont, Valle d’Aosta
Lombardy (provinces of Lodi and Pavia)
2 Lombardy (provinces of Como, Lecco, Milan, Lombardy (provinces of Como, Lecco, Lombardy (provinces of Como, Lecco,
Sondrio, Varese) Milan, Monza-Brianza, Sondrio, Varese Milan, Monza-Brianza, Sondrio, Varese)
and Bergamo - except for the municipality
of Treviglio)
3 Lombardy (provinces of Bergamo, Brescia, Lombardy (provinces of Brescia, Cremona, Liguria, Lombardy (provinces of Bergamo,
Cremona, Mantua, Monza-Brianza) Mantua and the municipality of Treviglio) Brescia, Cremona, Lodi, Mantua, Pavia)
4 Veneto, Friuli-Venezia Giulia, Trentino Alto Veneto, Friuli-Venezia Giulia, Trentino Veneto, Friuli-Venezia Giulia, Trentino
Adige Alto Adige, Emilia Romagna (provinces of Alto Adige, Emilia Romagna (provinces of
Ferrara, Ravenna, Forli-Cesena, Rimini, and Ferrara, Ravenna, Forli-Cesena, Rimini, and
the municipality of Imola) the municipality of Imola)
5 Liguria, Lombardy (provinces of Pavia and Lodi), Tuscany, Emilia Romagna (provinces of Tuscany, Emilia Romagna (provinces of
Emilia Romagna (provinces of Piacenza, Parma, Piacenza, Parma, Reggio Emilia, Modena, Piacenza, Parma, Reggio Emilia, Modena,
Reggio Emilia, Bologna, Modena), Tuscany Bologna except for the municipality of Bologna except for the municipality of
(provinces of Florence and Prato) Imola), Umbria (municipality of Citta di Imola), Umbria (municipality of Citta di
Castello only) Castello only)
6 Lazio, Tuscany (provinces of Grosseto, Livorno, Lazio, Marche, Umbria (except for the Lazio, Marche, Umbria (except for the
Lucca, Massa, Pisa, Pistoia) municipality of Citta di Castello) municipality of Citta di Castello)
7 Marche, Umbria, Tuscany (provinces of Arezzo Abruzzo, Molise, Campania, Puglia, Abruzzo, Molise, Campania, Puglia,
and Siena), Emilia Romagna (provinces of Basilicata, Calabria, Sicily, Sardinia Basilicata, Calabria, Sicily, Sardinia
Ferrara, Forli-Cesena, Ravenna, Rimini)
8 Abruzzo, Molise, Campania, Basilicata, Puglia,

Calabria, Sicily, Sardinia

Area Structure of the Sanpaolo Invest Network

1.1.2020

31.12.2019 (*)

31.12.2018

AREA REGIONS REGIONS REGIONS

1 Piedmont, Valle d'Aosta, Lombardy (except for Piedmont, Valle d’Aosta, Lombardy, Liguria Piedmont, Valle d’Aosta, Lombardy,

the province of Mantua) Trentino Alto Adige, Friuli-Venezia Giulia,
Veneto, Emilia Romagna

2 Veneto, Friuli-Venezia Giulia, Trentino Alto Veneto, Friuli-Venezia Giulia, Trentino Alto Liguria, Tuscany, Umbria, Marche, Lazio
Adige, Lombardy (province of Mantua) Adige, Emilia Romagna

3 Liguria, Emilia Romagna, Tuscany, Umbria, Tuscany, Umbria, Marche Abruzzo, Molise, Campania, Puglia,
Marche Basilicata, Calabria, Sicily, Sardinia

4 Lazio North of Lazio and part of the province

of Rome

5 Abruzzo, Molise, Campania, Basilicata, Puglia, South of Lazio and part of the province
Calabria, Sicily of Rome

6 Abruzzo, Campania, Molise, Basilicata,

Puglia, Calabria, Sicily

(*) As from 1 January 2019, Sardinia is excluded from the Sanpaolo Invest Network organisational structure. The Personal Financial Advisers and Offices were integrated into Fideuram Network
A at the end of January 2019.

102 —— Integrated Annual Report 2019 Fideuram - Intesa Sanpaolo Private Banking



Productive Capital 4.8 Financial and non-financial results

Area Structure of the Intesa Sanpaolo Private Banking Network
31.12.2019 31.12.2018
®
G
AREA REGIONS AREA REGIONS z
wv
Municipality and province of Turin Piedmont (municipality and province Municipality and province of Piedmont (municipality and province g
of Turin) Turin of Turin) S
Valle d'Aosta, Piedmont and Liguria Valle d'Aosta, Piedmont (except for Valle d'Aosta, Piedmont and Valle d'Aosta, Piedmont (except for -
the municipality and province of Liguria the municipality and province of
Turin), Liguria Turin), Liguria
Municipality of Milan Lombardy (Municipality of Milan Municipality of Milan Lombardy (Municipality of Milan
only) only)
Northern Lombardy Lombardy (provinces of Como, Lombardy 1 Lombardy (provinces of Pavia, Lodi,
Varese, Bergamo, Lecco and Sondrio, Cremona, Brescia, Bergamo, Lecco,
province of Milan excluding the Sondrio and Mantua)
municipality of Milan and the N
municipality of Melzo) 9
Lombardy Adige Lombardy (provinces of Monza- Lombardy 2 Lombardy (province of Milan ’_ﬁ'
Brianza, Pavia, Lodi, Cremona, excepting the Municipality of Milan, o
Brescia and Mantua, municipality Monza-Brianza, Como and Varese) o
of Melzo), Veneto (province of
Verona), Trentino Alto Adige
North East Veneto (provinces of Belluno, North-West Veneto and Veneto (provinces of Verona, Vicenza
Vicenza, Venice, Treviso, Padua and Trentino Alto Adige and Belluno), Trentino Alto Adige
Rovigo), Friuli-Venezia Giulia
Emilia Romagna Emilia Romagna North East Veneto (provinces of Venice, Treviso,
Padua and Rovigo), Friuli-Venezia
Giulia w
Tuscany and Umbria Tuscany, Umbria Emilia Romagna Emilia Romagna )§>
Lazio, Sardinia and Campania Lazio, Sardinia, Campania Tuscany and Umbria Tuscany, Umbria E
m
Adriatic Area, Puglia, Calabria and Marche, Abruzzo, Molise, Puglia, Lazio, Sardinia and Campania Lazio, Sardinia and Campania )
Basilicata Calabria and Basilicata Z
Sicily Sicily Adriatic Area, Puglia, Calabria Marche, Abruzzo, Molise, Puglia, 2
and Basilicata Calabria and Basilicata
Sicily Sicily

Area Structure of the Intesa Sanpaolo Private Bank (Suisse) Morval Network

Intesa Sanpaolo Private Bank
(Suisse) Morval

31.12.2019

COUNTRIES
United Kingdom - London

31.12.2018

COUNTRIES
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ACCESSIBILITY OF SERVICES

Committed to ensuring the accessibility of our banking services, our new branches offer ease of access for people with
disabilities and our existing branches have been adapted to this end wherever possible.

In addition, all Fideuram Network ATMs feature a dedicated interface for the visually impaired and, where structurally
possible, low-level ATMs have been installed for persons with disabilities.

The Group owns the following properties, which it uses to conduct its business:
¢ 31 Piazzale Giulio Douhet, Rome;

e 44 \ia Cicerone, Rome;

e 1a Riva Caccia, Central Park, Lugano;

® 18 Rue Charles-Galland, Geneva.

At the end of 2019, a preliminary contract was signed for the sale of the real estate asset of Intesa Sanpaolo Private Bank (Su-
isse) Morval located in Geneva in Rue Rodolphe Toepffer 14.

Fideuram Group — Area Coverage — Logistics Structure and Geographical
Distribution of Personal Financial Advisers

(No.)
BANK PERSONAL FINANCIAL PERSONAL FINANCIAL
BRANCHES ADVISERS’ OFFICES ADVISERS

2019 2018 2017 (*) 2019 2018 2017 2019 2018 2017 (*)
Piedmont 37 34 34 42 43 43 777 797 776
Valle d’Aosta 1 1 1 2 2 2 14 15 13
Liguria 10 9 9 20 21 21 293 301 310
Lombardy 48 45 45 42 42 40 1,224 1,237 1,227
Veneto 25 25 25 27 27 27 514 522 498
Friuli-Venezia Giulia 6 6 6 10 9 9 124 129 126
Trentino Alto Adige 4 4 4 7 7 7 50 50 51
Emilia Romagna 21 21 21 33 32 32 557 561 548
Tuscany 21 21 21 34 34 34 545 546 541
Umbria 3 3 3 8 8 8 88 91 85
Marche 5 5 5 10 11 12 121 127 124
Lazio 13 12 12 29 30 28 713 742 749
Abruzzo 2 2 3 10 10 10 81 88 97
Molise - - - 2 2 2 15 14 19
Campania 13 13 13 15 15 15 303 320 351
Basilicata - - - 2 2 2 13 16 15
Puglia 7 7 7 10 9 10 116 122 129
Calabria 4 4 4 4 4 4 34 34 38
Sicily 7 7 7 A 12 11 152 167 180
Sardinia 3 3 3 3 6 6 46 54 66
Intesa Sanpaolo Private Bank (Suisse) Morval 4 5 5 - - - 54 62 47
Fideuram Bank (Luxembourg) 1 1 1 - - - - - -
Total 235 228 229 321 326 323 5,834 5,995 5,990

(*) Restated on a like-for-like basis to take into account the contribution of the Morval Vonwiller Group acquired during the second quarter of 2018.
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Sales Areas of the three Fideuram Group Networks
The new structure of the sales Areas of the Fideuram and Sanpaolo Invest Networks that have been operational since
1 January 2020 is provided below. ®
E
=
wv
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. . . o)
Fideuram Network: 8 Areas Sanpaolo Invest Network: 5 Areas S
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M Area 2 : Areali‘ a
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Intesa Sanpaolo Private Banking Network: 11 Areas
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Intellectual Capital

4.8.3 Intellectual Capital

Intellectual capital includes knowledge-based intangible assets such as intellectual
property (copyrights, rights and licenses), organisational capital (systems and procedures)
and the intangible assets associated with the brand and with the Group’s reputation.

MATERIAL TOPICS

WHY TOPICS ARE MATERIAL

CORPORATE POLICIES

Security and management of
customer portfolios
Transparent management of cus-
tomer portfolios

Development of sales Net-
works and quality of service
offered

Improving communication chan-
nels dedicated to current and po-
tential customers

Developing consulting services,
so as to anticipate market re-
quirements

Prompt and effective response to
customer needs

Further development of the tools
supporting advisory services

Suitability of financial product
offered

Adequate cost of financial prod-
uct in relation to the quality of
service offered

Appropriate products offered in
relation to customers’ financial
culture

Information provided is under-
standable and relevant (e.g. pro-
spectuses)

Innovation

New tools available to customers
Product innovation

Service innovation

Brand reputation

IT security in terms of prevent-
ing computer fraud and personal
data protection (privacy)

High Net Worth Individuals
and Private Banking customers
Services dedicated to HNWI cus-
tomer segment

Internet and home banking
E-banking and virtualization of
services

Offering  professional  and
cutting-edge advisory services
underpins the Group’s com-
petitiveness. These are advi-
sory services that are all-en-
compassing, also including
customers’ needs that are not
purely financially based. Inno-
vation in additional services
and investment products is
therefore the focus of busi-
ness activity. Innovation also
involves the tools supporting
advisory services, whereby
customers access services via
other channels rather than
the traditional channel.

The Group has set itself the
objective of providing clear
and transparent information
to customers, using simple
language in documentation,
which makes it easier to un-
derstand the characteristics
of the products and services
offered, as well as the ap-
plicable financial conditions.
The offering of products and
services is based on custom-
ers’ knowledge level and pro-
pensity to risk.

The Group deems IT securi-
ty to be of strategic impor-
tance with regard to data
protection, given customers’
increased propensity for mak-
ing use of on-line services.

In providing its investment services, the Group applies
the EU Directives stipulated under MiFID 2, whilst its
audit functions monitor whether internal procedures
are appropriate on the basis of preventive validation
and ongoing verification, and whether they are com-
pliant.

The Group assigns strategic importance to the pro-
tection of data and processes managed within its
structures, safeguarding colleagues and customers
interests and rights, both when developing new ser-
vices and solutions, as well as in the operational man-
agement of company activities.

Evolving current technologies, changes to operating
processes subsequent to their automation and con-
tinual developments in the economy can impact on
corporate Information Security risk levels. Effectively
monitoring the latter contributes to mitigating IT risk,
which due to its specific nature, is included among
the operational, reputational and strategic risks out-
lined in the “Private Banking Division ‘s IT risk govern-
ance guidelines”.

The Group intends adopting Product Governance
monitoring controls based on the “Group Product
Governance Guidelines related to financial prod-
ucts”, which aim to safeguard investors’ interests
over the course of the financial Products’ entire life
cycle, from conception through to after sales, ensur-
ing that all corporate Bodies and structures involved
are accountable.

The Rules for implementing the guidelines set out the
roles and responsibilities of the sales Networks and
define the macro-processes intended to regulate the
distribution of financial Products to all customers.

Special attention is given to the processing of per-
sonal data based on a process that aims to define
the protection logic for data by identifying poten-
tial non-compliance risks (in relation to the nature,
object, context and purposes of processing) and the
appropriate technical and organisational measures
to mitigate these risks, starting in the design stages
and over the course of the entire data processing life
cycle. Privacy by Design (term referring to data pro-
tection from the time of design), therefore ensures
that processing complies with legislative require-
ments and that data is processed with the necessary
measures securely in place, from the time the data is
collected until its erasure.

106 —— Integrated Annual Report 2019 Fideuram - Intesa Sanpaolo Private Banking




WSICATEINECTIEI 4.8 Finandial and non-financial results

Customers subscribed to Advanced Advisory Services (No.)
Advanced Advisory Service client assets (€m)

2019 2018 2017
66,151 68,498 70,816
38,784 36,341 38,671

ADVISORY SERVICES

MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

Consolidation and expansion of the content provided to cus-
tomers as part of the SEI Advanced Advisory Service and SEI
“Versione Private” for private banking customers.

Introduction of the advisory services contract dedicated to
professional customers.

During 2019, the SEI ancillary services “Nucleo”, “Monitorag-
gio Immobiliare” and “Passaggio Generazionale” were consol-
idated with 2,507 new activations compared to 2018, for a to-
tal of 7,482 services activated since the launch in March 2018.
New information and operational content was made available
to the Personal Financial Advisers in support of the advisory
services they provide to customers.

An advisory services contract has been prepared for profes-
sional customers, which, as opposed to the retail customers’
advisory contract, provides for less stringent suitability criteria,
given the typical characteristics of a “professional customer”.
Lastly in 2019, a new profile questionnaire was introduced to
gauge the level of experience and knowledge of the joint ac-
count-holder customers.

Consolidation of the service model, in terms of the informa-
tion provided to customers in relation to the characteristics of
the products and services provided, with special focus on the
aspects related to applied costs and received benefits.

In 2019, the multi-function work group consisting of the
main departments of the Group consolidated the impacts of
the MIFID 2 on the business model, focusing especially on
the accounting of costs actually incurred by customers with
respect to the returns obtained and the monitoring of applied
costs in relation to the received benefits.

More appropriate solutions in line with the business model
were identified, using the tools and systems available (e.g.
electronic signature, biometric signature).

Consolidation and improvement of the VIEW Advanced Advi-
sory Service and Private Banking Advanced Advisory Service in
order to increase penetration in the target customer segment,
as well as improve the usability of these services via new dig-
ital platforms.

During 2019, improvements were made to the use of the
VIEW Advanced Advisory Service and Private Banking Ad-
vanced Advisory Service, through the development of the sec-
tion for Proposals for Advisory Services within the new digital
experience for natural persons.
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The Group decided to adopt an advisory operating model fol-
lowing the coming into force of the European Union Markets
in Financial Instruments Directive (MiFID) and of the Italian
Finance Consolidation Act that transposed it into Italian law.
This takes the concrete form of providing investment services
to customers who have decided to follow the Group’s person-
alised recommendations and have therefore chosen our advi-
sory support in conjunction with all other investment services
for any transaction carried out by our Branches or through
our financial advisers authorised to offer products and servic-
es outside company premises or using remote communica-
tion technologies. Our provision of investment advisory ser-
vices involves acquiring the information from each customer
or potential customer in advance as necessary to compile a
financial profile reflecting their:

e understanding and experience of financial products and/or
investment services;

e financial situation;

e investment objectives.

In 2019, the service model was aligned to the guidelines set
out in Directive 2014/65/EU (MIFID 2), which came into force
on 3 January 2018.

Alongside a basic advisory service based on customer pro-
filing for maximum risk level and on ascertaining that there
is an appropriate match between each customer’s financial
profile and total asset risk, the Group offers three fee-pay-
ing advanced advisory services: the SEI Advanced Advisory
Service provided through the Fideuram and Sanpaolo Invest
Networks, and the VIEW Advanced Advisory Service and Pri-
vate Banking Advanced Advisory Services provided through
the Intesa Sanpaolo Private Banking Network. The Group
service model provides customers having greater financial
resources with dedicated organisational services and geo-
graphical coverage: Private Wealth Management with Pri-
vate Banking Centres and HNWI Centre of Excellence with
the HNWI Branches.

SElI ADVANCED ADVISORY SERVICE AND SEI “VERSIONE
PRIVATE” FOR PRIVATE BANKING CUSTOMERS

The SEI Advanced Advisory Service charges a fee for activat-
ing the service and regular annual commission, each of which
is calculated both in relation to the customer’s assets man-
aged by the Group and to their potential.

SEI customers receive regular clear and detailed statements
which allow them to track their assets’ progress towards their
goals and to monitor the suitability of their asset risks with
respect to their financial profile.

The “SEl method” is centred on the customer and their needs,
which are segmented into six areas: protection, liquidity, re-
serve, pension, investment and excess return. SEI provides
our Personal Financial Advisers with support in analysing their
customers’ needs, identifying optimum customised solutions
that meet them and monitoring their progress over time. All
this is done whilst constantly monitoring the risk and diversifi-
cation of each customer’s total assets, in full compliance with
applicable regulations.

A further strength of the service is that the process can be
extended to provide a systematic analysis of a customer’s total

assets even if they are held with other financial brokers, and
also include an analysis during the diagnosis phase of their
non-financial assets: real estate assets, corporate assets and
other high-value goods.

The Advanced Advisory Service is offered in two versions,
“SEI” and “SEl Versione Private”, which meet the needs of
different types of customers by offering greater flexibility in
the levels of service offered. The version created for Private
Banking customers offers exclusive benefits, such as special-
ised tax, legal, real estate and succession planning advice,
preferred access to the services of Siref Fiduciaria, and a ded-
icated contact centre. In addition, the regular statements and
reports sent to customers contain special content for the Pri-
vate Banking version.

The Private Wealth Management unit was further strength-
ened in 2019, with a view to developing and serving the
Private Banking and High Net Worth Individuals segments
through a pro-active approach and dedicated business model.
The model follows a combined global approach that consid-
ers every aspect of a customer and their household’s asset
management needs, using cross-sectorial skills and expertise
based on team work and shared best practices. The integrat-
ed offering provided by the Private Wealth Management unit
covers the following areas: Financial Products and Lending
Offer, Corporate Advisory, Legal and Tax Advisory Services,
Property Services, Art and Luxury.

The service, operating alongside support from our Personal
Financial Advisers, is provided by offering integrated advice
on financial assets, real estate, company shareholdings and
family businesses with a view to increasing management and
allocation efficiencies and also in terms of succession man-
agement and asset and wealth protection and development.
Access to the model provides continuous asset monitoring in
the areas of greatest customer interest, while simultaneous-
ly facilitating access to a select network of professionals for
specific needs.

Fideuram currently has dedicated Private Banking Centres for
meetings with customers in Milan, Turin and Rome.

Ancillary services to the SEl Advanced Advisory Service
and SEI “Versione Private”

The analysis of customers’ needs, a distinctive feature of the
service, is strengthened by channelling the advanced adviso-
ry service towards assessing the customer’s total assets and
providing succession management, extending its customer
and household financial assets risk analysis to incorporate the
analysis of non-financial risks as well. The “SEI” Advanced
Advisory Service and SEI “Versione Private” give customers
the option of subscribing to three value-added ancillary ser-
vices:

e “Nucleo” formalises the extension of the “SEI” model to
the household unit, and makes it possible for Personal Fi-
nancial Advisers to provide customers with an aggregate
of the financial, real estate and corporate assets of their
household unit, whilst fully complying with privacy legisla-
tion. In addition, subscribing to the service allows custom-
ers to benefit from special economic terms on regular con-
tract-based commissions.

e “Monitoraggio Immobiliare” provides a detailed analysis of
the composition and characteristics of customers and their
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household’s real estate assets, with
the view to analysing and monitor-
ing these over time, in terms of their
value, risks and diversification. The
service includes a six-monthly “Mon-
itoraggio Immobiliare” report sent to
the customer.

“Passaggio Generazionale” responds
to customers’ needs relating to the
transfer of assets to future genera-
tions, and supports Personal Financial
Advisers with informed succession
planning based on dedicated report-

ing.

These additional services were formal-
ised in an addendum to the advanced
advisory service contract and integrated
in the regular commissions applicable
to the “SEI” and “SEl Versione Private”
services. On this basis, Personal Finan-
cial Advisers can offer customers an
all-encompassing advisory service to
meet their financial, asset and succes-
sion needs, with the support of a state-
of-the-art computer platform, dedicat-
ed apps and advanced and customised
reporting.

The year 2019 saw the consolidation of
the ancillary services “Nucleo”, “Moni-
toraggio Immobiliare” and “Passaggio
Generazionale”: 2,507 new activations
compared to 2018, for a total of 7,482
services activated since the launch in
March 2018.

Fideuram - Intesa Sanpaolo Private Banking - Milan, Permanent Secondary Office
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VIEW ADVANCED ADVISORY SERVICE

VIEW is the Advanced Advisory Service, based on a careful
analysis of customers’ needs. Operating through this service,
Intesa Sanpaolo Private Banking aims to:

e assist its customers with the informed management of their
assets according to their needs and risk profile, and always
in accordance with their MiFID 2 profile;

e provide a comprehensive, effective and transparent advi-
sory service in an increasingly volatile and complex market
context;

e reaffirm its role as a professional and authoritative player as
regards the whole spectrum of a customer’s assets;

e prepare reports on the customers’ entire assets, including
on demand, and exploit an advanced and dedicated alert
system.

The customer’s assets are organised into “need areas” in the
VIEW system, according to the needs expressed by the cus-
tomer, including with the assistance of guideline customer
“archetype” profiles: extra-return, discretionary investments,
non-discretionary investments, pension, and short-term in-
vestment.

The Advisory function has been added to the non-discretion-
ary investments area, upgrading it from a stand-alone service
to real exclusive feature of the VIEW service. At the customer’s
discretion, the Advisory function available in VIEW may be
activated to receive personalised recommendations on indi-
vidual or linked transactions involving the allocated portion of
assets in the non-discretionary investments need area.

VIEW makes it possible to identify investment strategies and
solutions for each individual area of need in accordance with
the customer’s risk/return profile and to constantly monitor
their wealth from a global standpoint in terms of risk and
diversification over time.

Finally, the service is enhanced by the real estate tool, which
makes it possible to extract the land registry data of custom-
er-owned real estate through queries on the National Land
Registry, and by the asset protection tool that offers custom-
ers initial support in succession management.

PRIVATE BANKING ADVANCED ADVISORY SERVICE

The Private Banking Advanced Advisory Service provides a
personalised, fee-paying advisory service with high added
value, dedicated to customers who do not wish to delegate
their investment choices in full, but prefer to play an active
role in their portfolio management in dialogue with top pro-
fessionals.

The fee-paying advanced Private Banking Advanced Advisory
Service is dedicated to customers having at least €2.5m in
non-managed financial assets and who wish to have constant
support from a team of specialists in making their investment
decisions. This service comprises an analysis of the customer’s
portfolio, followed by proposals for personalised allocation
and advice aimed at buying and selling individual financial
instruments. The portfolio analysis and allocation proposals
are handled directly by the Financial Advisory central team in
the Non-managed Assets Unit, with the aim of guiding cus-
tomers towards a more efficient and diversified portfolio and
better risk control.

As regards the interrelationship between the Bank’s new mul-
ti-channel platform for natural persons and the Advanced
Advisory Services, a special section was developed of the new
digital tool, called Proposals for Advisory Services, in which a
customer, who has subscribed to online reporting, can view
and express his interest for the proposals developed within
the scope of the Private Banking Advanced Advisory Service
and the VIEW Adbvisory functions.

During 2019, Intesa Sanpaolo Private Banking continued to
develop its new service for High Net Worth Individuals (HNWI)
— customers with financial assets potentially totalling in ex-
cess of €10m who have complex specific needs regarding
not only the management of their personal assets, but also
the wealth advisory structuring and protection of their total
assets, including in respect of family businesses and succes-
sion management.

The Department is made up of 22 professionals and its
Head, and is divided into three organisational units: Client
Business Development, Competence Centre and Investment
Solutions and Service Model. The joint efforts of Depart-
ment professionals and the Network over the year have
yielded significant results, both in terms of acquiring new
HNWI customers and consolidating and developing loyalty
among existing customers.

The year 2019 witnessed the opening of the HNWI Branch in
Como and sub-branches in Bergamo and Varese, and of the
HNWI Branch in Turin, with sub-branches in Genoa, Cuneo
and Novara. Therefore, the specialist network currently con-
sists of 9 segment-dedicated hubs throughout Italy (Milan,
Turin, Padua, Bologna, Florence, Rome, Naples and Como).
As regards dedicated solutions, constant search for innova-
tion continued, aimed at offering more targeted and complex
solutions compared to what is traditionally offered in private
banking.
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WM REPORT

The WM Report is the new advanced reporting service on
investments available to Intesa Sanpaolo Private Banking
customers. It is an integrated reporting service that provides
the customer with a single document detailing the assets
held, with the option of aggregating the positions of several
parties that may even belong to different customer cate-
gories (e.g. natural persons, legal entities, fiduciary compa-
nies). The WM Report provides an aggregate representation
of positions, at the level of both total assets or single entity.
The Bank sends out the report on a six-monthly basis. Cus-
tomers may request an on-demand report at any time from

their reference branch.

SPECIALIST SERVICES
In addition, the Group also offers the following specialist ad-

visory services:

e Tax, legal and succession advisory services for asset plan-

ning.
e Fiduciary services, supported by Siref Fiduciaria.

e Advisory support to assist entrepreneurs manage the liquid-
ity generated during significant business transitions, such as

Mergers & Acquisitions or Initial Public Offerings.

e Art Advisory for the enhancement of artistic heritage (ser-

vices provided with the support of external consultants).

e Real Estate Advisory services to support customers’ real es-
tate management needs both regarding disposable proper-
ty and property of potential interest. The needs analysis is

conducted internally or with the support of external con-
sultants, including international consultants, for valuation

and agency services.

e Specialist Lending and Granting of Lines of Credit to sup-
port and develop the Group’s lending business.

e Philanthropy Advisory also continued activity within the
scope of Intesa Sanpaolo Private Banking HNWI Manage-
ment unit, with a special focus on the growing interest for
Donor Advised Funds and for the Theory of Change.

DONOR ADVISED FUNDS AND THEORY OF

CHANGE
Intesa Sanpaolo Private Banking, within the scope of
support from Philanthropy Advisory of the HNWI Ma-
nagement unit, provided impetus for the setting up
of philanthropic funds, also called “DAF” (Donor
Advised Funds).
A Donor Advised Fund is a kind of juridical tool that
ensures donors to maintain direction and control
powers, while alleviating them from the responsibili-
ties of management and administration. These funds
can be created through foundations which already
exist and offer to act as philanthropic intermediaries.
In addition, within the scope of its offering, the HNWI
Management unit also introduced support for organi-
sations or for certain specific projects, in defining the
Theory of Change “ToC”, a rigorous process used
by organisations and stakeholders to structure their

objectives in terms of social impact.
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MAIN IMPROVEMENT OBJECTIVES FOR 2020

The main objectives are as follows:
e consolidation of the SEI Advanced Advisory Service and SEI “Versione Pri-

vate”, with a view to reinforcing its distinctive model and improving the
usability of these services via new digital platforms that are due for release

e introduction of a financial wealth threshold for joining customers, below
which the validity of the Advanced Advisory Services is suspended;

e introduction of the new “Saving Map” service, an automated service for
portfolio requalification towards Fideuram Folios and optimisation of cur-

e consolidation of the service model, in terms of the information provided
to customers in relation to the characteristics of the products and services
provided, with special focus on the effectively applied costs and received

e extention the contents available to customers of the VIEW and Private Ban-
king Advanced Advisory Services, through strengthening of the service mo-
del aimed at different customer targets and the continued increase in the
level of information supplied in relation to assets analysis and the characte-

ristics of the products and services provided.
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TOOLS SUPPORTING ADVISORY SERVICES

MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

FIDEURAM ALFABETO
Increase of services available on the Alfabeto platform in the
scope of the Fideuram Folios offering.

During 2019, with the aim of increasing the level of custo-
misation available to Personal Financial Advisers, the viewing
function of customer assets in Folios (Folios position keeping)
was enhanced with a number of commercial contents and
product performance views.

ADVISORY PLATFORM

Increased usage by Personal Financial Advisers and comple-
tion of the scope of customers managed and developments
and improvements in the sales proposal phase.

Extending functions and content supporting Personal Finan-
cial Advisers’ advisory activities, with easier browsing on the
platform.

Modification of operations to comply with MiFID 2 regula-
tions.

During 2019, the scope of customers, who Personal Finan-
cial Advisers can manage, was completed within the Advisory
platform, with the inclusion of the joint account-holder cus-
tomers, the Third-Party Fiduciary Companies and other types
of customers.

The revision of the Sales Proposal was completed which al-
lows Personal Financial Advisers to streamline, complete and
speed up their operations during the purchase and sale phase
of the available financial products.

With the introduction of the new “Products Report”, the
Personal Financial Advisers have been provided with a new,
modern and efficient reporting tool that allows them to have
an immediate, simple and easy-to-customise snapshot of the
customer’s financial position.

Also additional functions were added that enrich the informa-
tion and operational content found on the Advisory platform,
supporting the work of the Personal Financial Advisers. These
functions were only available previously on other applications
that will be discontinued during 2020.

To facilitate and spread the use of the Advisory platform in
the Networks, some training classrooms were set up through-
out the country, run by a group of Personal Financial Advisers
with particular skills in the use of digital tools (so-called “Dig-
ital Specialists”). The Digital Specialists had the opportunity
of using the new functions in advance and then shared their
knowledge through the Network thus ensuring a greater use
of the platform by all Personal Financial Advisers.

Targeted actions were made to bring the Proposal into line
with the MIFID 2 regulations.

WELCOME AND EASYSIGN APPS
Consolidation and development of the new functions and
distribution in the Networks of the “Welcome” and “Easy-

Sign” apps.

During 2019, Welcome became the only digital tool available
to the Networks for opening the main categories of current
accounts dedicated to natural persons.

With the introduction of a new function in Welcome, the “a
la carte” transfer of funds from other Banks has been opti-
mised and digitalised.

The use of the application was also extended to TFAs (Trainee
Financial Advisors) and a new process available to Network
Managers was developed to speed up the acquisition and
opening of current accounts for newly-entered customers of
Personal Financial Advisers.

In addition, certain actions were taken to bring Welcome into
line with the PSD2 European Directive.

The biometric signature app, “EasySign”, also underwent fur-
ther changes aimed at improving user experience for Personal
Financial Advisers, in terms of speed and usability.

Continued overleaf >>
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<< Continued from previous page

MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

EASYDOC 2.0 APP
Revision and extension of the functions in the “EasyDoc” app.

Significant changes were made to the “EasyDoc” app du-
ring 2019, with regard to the process, functions and graphic
layout.

In addition to enabling the acquisition of identity cards and
with improved and optimised user experience, the new
“EasyDoc 2.0" app was supplemented with the management
of the main regulatory obligations.

Through the notification feature, Personal Financial Advisers
are always informed, when they need to fulfil certain obliga-
tions, and can manage them quickly and effectively on mobile
devices.

The new "EasyDoc 2.0" app was released in advance exclu-
sively to small groups of Personal Financial Advisers who had
participated in special initiatives (“Digital Specialists”).

PORTAL FOR PERSONAL FINANCIAL ADVISERS
Maintenance of the efficiency and effectiveness levels
achieved by the portal as the info-training channel servicing
the Fideuram and Sanpaolo Invest Networks.

The portal for Personal Financial Advisers maintained its cen-
tral role during 2019 as a method for distributing info-trai-
ning content to the Fideuram and Sanpaolo Invest Personal
Financial Adviser Networks with constant updating of con-
tent, implementation of new areas and the creation of new
pages to support activities and to promote the product offer.

KEY TV COMMUNICATIONS

Increase of the info-training tools that can support Personal
Financial Advisers’ everyday activities and their relations with
customers.

During 2019, Key TV diversified and increased its areas of op-
eration beyond the creation of content for internal communi-
cations, by dealing with the production of institutional videos
used during corporate events, adverts supporting sales cam-
paigns (e.g. for Fideuram Alternative Investments) and pro-
ducing specific content aimed at current and potential cus-
tomers that was suitable for distribution via social network.

In performing their own activity, the distribution networks use a set of tools that allow them to offer value added advisory services.

FIDEURAM ALFABETO

The Fideuram Alfabeto digital platform enhances the service
model, supporting the relationships between Personal Financial
Advisers and customers with a new advisory service channel.
Alfabeto takes the financial advisory services our Person-
al Financial Advisers provide through the Group’s physical
channels into the digital world, supporting the Personal Fi-
nancial Advisers in their daily work so they can focus on the
activities that generate value for their customers. Alfabeto is
also a cutting-edge channel making it possible to reach new
potential customers, supporting generational change.

Alfabeto provides a web showcase for each of our Personal
Financial Advisers to build their own personal brand, publish-
ing information about themselves and their profession, pro-
viding articles on financial matters, promoting financial cul-
ture to their customers and prospects, and establishing and
consolidating their credibility.

Customers visiting their Personal Financial Adviser's showcase
pages can update themselves on the financial world, while a
potential customer can start to form an impression of a Per-
sonal Financial Adviser before deciding to contact them over
the platform.
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Each Personal Financial Adviser can build up a community
of customers on Alfabeto who are able to comment on and
“Like" the articles on their showcase pages, as well as provide
testimonials regarding their Personal Financial Adviser, there-
by strengthening their customer relationships and increasing
the opportunities for contact on Alfabeto. Personal Financial
Advisers can also use Alfabeto to create and manage “Finan-
cial Salons”, i.e. events organised to provide customers with
information on topics that are especially relevant to them,
whilst interacting on the main social network channels.

Alfabeto has a personal area where authenticated custom-
ers can find information on their investment portfolios along
with documents shared by their Personal Financial Advisers.
The personal area is the core of the platform. It provides an
array of functions for customers to keep an eye on their port-
folio, including views of their financial position, statements,
reports, proposals, documents on meetings with their Person-
al Financial Advisers and details on the performance of their
investments. Each Personal Financial Adviser can share articles
and documents with individual customers and engage them
in a personalised dialogue.

Digital Office, provided in the personal area, equips our Per-
sonal Financial Advisers with a dedicated space to manage
certain “face-to-face” moments in their customer relations
digitally, interacting through chat and video chat functions
at any stage from browsing investment positions and sharing
documents to signing proposals. Alfabeto puts technology at
the service of our Personal Financial Adviser-customer rela-
tionships.

Alfabeto is available both online and through dedicated apps
for mobile devices which provide Personal Financial Advisers
and customers with access to the platform’s functions at any
time, even when on the move. Customers can also use Al-
fa-ID from inside the Alfabeto app. This is a new electronic
signature method, which also uses facial recognition and fin-
ger printing to simplify and speed up the signature process.
Since going live, approximately 4,400 Personal Financial
Advisers have published personal web pages on the plat-
form, supported by dedicated training, and almost 140,000
customers have been enabled.

During the year, the greatest efforts were focused on defin-
ing the requirements of Alfabeto 2.0, the innovative platform
that will take the place of Alfabeto during the coming year.
Alfabeto 2.0 is part of the wider Digital Bank project, where
Fideuram will be the main player in a revolution in terms of
customer experience not only for the web platform, but also
as regards the cluster of inter-connected applications, made
for smartphones.

The strengths of Alfabeto 2.0 can be summarised as follows:

e single platform for customers including all banking, trading
and advisory features with access from the Personal Finan-
cial Adviser’s public site;

e comprehensive renewal and improvements in usability and
customer experience with a state-of-the-art platform in the
financial panorama;

¢ all-round usability through smartphone app: banking, trad-
ing, electronic signature and financial asset analysis.

ADVISORY PLATFORM

The Advisory platform guides and supports Personal Financial
Advisers in providing the basic and Advanced SEI Advisory
Service, extending over all process phases, from the needs
analysis through to ongoing asset monitoring.

Based on responsive web design technology, Personal Finan-
cial Advisers can use the Advisory platform from a PC or iPad.
Information of interest is easily accessible and classified ac-
cording to customer category, based on simple and intuitive
navigation.

In line with the service model, the Advisory platform identifies
a common operating process for all customers, whilst simul-
taneously optimising the advanced advisory service: based on
the platform, the Personal Financial Adviser can analyse cus-
tomers and their household’s financial position (even if these
are held with other intermediaries) and asset position (real
estate, business, other assets) ) of the client and his house-
hold, agree on objectives and strategies with them, identify
the most appropriate solution for their requirements, assist in
monitoring the results achieved over time with ongoing risk
management and an advanced alert system.

Advanced and customised reporting is available for Personal
Financial Advisers via the platform, which can be printed on
demand and shared with the customer. In addition, potential
customers can be recorded, thus supporting Personal Finan-
cial Advisers in onboarding any new customers.

Additional functions were released during 2019 aiming to en-
hance the tool’s information and operational content, allow-
ing the Personal Financial Adviser to conduct a more detailed
and accurate study of individual customers assets and port-
folios. In particular, the introduction of the new “Products
Report”, the Personal Financial Advisers are provided with a
modern and efficient reporting tool that delivers an immedi-
ate, simple and easy-to-customise “snapshot” of the custom-
er's position.

The Advisory platform also provided an opportunity to man-
age all the operational process stages (position keeping, pro-
posal and monitoring) for the new products that extended
the range offered by the Group.

During the year , the developments for the total revision of
the Sales Proposal were completed: the new proposal feature
was issued to the Networks, affording significant improve-
ments in terms of simplification, completeness and speed for
Personal Financial Advisers’ operation during the purchase
and sale phase of the available financial products. Further ad-
justments were made to bring the proposal into line with the
MIFID 2 regulations.

To facilitate and spread the use of the Advisory platform, a
group of Personal Financial Advisers with particular skills in
the use of digital tools was created. These “Digital Special-
ists” were given the opportunity of using the new features
in advance and then proceeded to spread their use in the
Networks by setting up specific training classrooms all over
the country. Based on this initiative and the continual devel-
opment of content and functions, the use of the Advisory
platform increased significantly, resulting in this application
becoming one of the main tools used by Personal Financial
Advisers when carrying out their advisory service.
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PORTAL FOR PERSONAL FINANCIAL ADVISERS

During 2019, the portal for Personal Financial Advisers main-
tained its central role as a method for distributing info-training
content to the Fideuram and Sanpaolo Invest Personal Finan-
cial Adviser Networks. In addition to the constant updates in
content such as, for example, the Private Wealth Manage-
ment Hub and Private Wealth Advisor areas, Events, Conosci
Fideuram/Sanpaolo Invest and MiFID 2 areas, a number of new
areas and pages were introduced supporting the specific ac-
tivities and promotion of the product offering like the creation
of the page dedicated to promoting and supporting Fideuram
Alternative Investments (FAI), the financial instrument for in-
vestments in real assets and the creation of pages geared to
providing support on topics such as PSD2 and Cybersecurity.
Once again in 2019, the Incentives Regulations were published
directly on the portal for Personal Financial Advisers, with the
previous editions archived. Moreover, through the editorial
contribution platform (CMS), the portal continues to be the
source of contributions created specifically for the public and
distributed through Alfabeto.

KEY TV COMMUNICATIONS
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Also during 2019, Key TV provided timely information on highly-relevant topics for the work of our Personal Financial Advisers
and for customers’ needs, with the cooperation from leading guests in the Italian world of finance including economists, uni-
versity lecturers and professionals. A number of diversified topics were covered: the importance of advisory services, the real
estate sector, risk perception, pensions, succession management, to name but a few.
Considerable space was also given to examining macroeconomic and geopolitical scenarios and financial markets, with month-
ly appointments featuring guest speakers from inside and outside the Group.
The guantitative aspects of Key TV were also significant and on the rise. The level of access of the TV within the Networks stood
at 84.1%, with an average of 20 episodes viewed, and 30 by managers. 48% of Top Personal Financial Advisers and Private
Wealth Advisors were frequent users, who viewed at least 4 episodes per month.
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WEB TV COMMUNICATIONS

During 2019, the Web TV was used to disseminate content
reserved to Intesa Sanpaolo Private Banking personnel, using
the television channel specifically dedicated to them. Person-
al Financial Advisers and office colleagues were able to view
various Web TV clips, including:

e the episodes in the series “Filo diretto con la Rete”, in which
the General Manager, Saverio Perissinotto, comments on
the results achieved and outlines sales strategies for the fol-
lowing periods;

e “Futuro Insieme. Incontro con la Rete, settembre 2019”, a
series of four videos containing speeches by Paolo Molesini,
Managing Director of the Fideuram — Intesa Sanpaolo Pri-
vate Banking, Saverio Perissinotto, General Manager of In-
tesa Sanpaolo Private Banking, Francesco Velluti, Head of
the Marketing and Network Department, Barbara Calza,
Monica Di Luccio and Cristiana Fiorini, Heads of Commer-
cial Incentives, Marketing and HNWI Departments;

e Intesa Sanpaolo Private Banking, a company of success,
dedicated to the end-of-year meeting with the Network.
The team spirit and excellent results were the main features
of this event.

The Bank also used this channel to disseminate information
about its sponsorship of certain important cultural events
such as miart 2019 and Genoa Shipping Week.

FIDEURAM MOBILE SOLUTION

Fideuram Mobile Solution has supported and
streamlined the work of our Personal Financial
Advisers for nearly ten years, enabling them to
dedicate more time to their customer relations.
Through use of the most advanced technologies, the Personal
Financial Advisers can:

FIDEURAM |
MOBILE

SOLUTION

e access correct, constantly-updated documentation at any
time, also on mobile devices, and share them with custom-
ers;

e acquire the customers’ personal detail documents in elec-
tronic format, through the smartphone “Easy Doc 2.0”
app that has been fully revised and improved during the
year and through the Cruscotto Compliance Clienti appli-
cation;

e use their laptops or iPads to prepare sales proposals, verify
their suitability, obtain their customers’ approval and exe-
cute their instructions. Our customers can accept these pro-
posals by using digital signatures without printing out any
forms, by signing pre-completed printed forms or by pro-
viding biometric signatures using the “EasySign” dedicated
app on their Personal Financial Advisers' iPads.

At the same time as the revision of the Sales Proposal on the
Advisory platform, and with a view to broadening the range
of products, the Personal Financial Advisers have been able
since July 2019 to acquire, through the Fideuram Mobile
Solution, the “a la carte” fund-earning plans and the place-
ment of certificates on the primary market, meaning that
such operations have become digital, without the need to
use carbonless copy paper.

Furthermore, during 2019, the Personal Financial Advisers
were provided with a Document Archive which enables easy
and immediate access to all the forms used in investment
operations and regulatory obligations, which are produced
in digital format within the Fideuram Mobile Solution and
signed by the customers in a holographic, electronic or biom-
etric manner.

REMOTE BIOMETRIC AND DIGITAL SIGNATURES

Also in 2019, the transition to paperless documents was sup-
ported with two ways of signing the many banking contracts
and documents, both inside and outside branch premises:

e Biometric Signature (FEA: Firma Elettronica Avanzata i.e.
Advanced Electronic Signature);

e Digital Signature (FDR: Firma Digitale Remota i.e. Remote
Digital Signature).

Using the tablet to sign is simple and
immediate, being
comparable to the ex-
perience of signing a
paper document and
having the same legal
status.
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REMOTE AND OFF-PREMISES OFFER OF PRODUCTS AND SERVICES

The availability of Biometric and Digital Signatures has
enabled us to develop the digital side of our offering of
products and services outside bank premises and to launch
a remote offer model providing significant benefits to our
Personal Financial Advisers and customers. The provision of
products and services outside bank premises has benefited
from the Biometric Signature in a variety of ways, from the
optimised management, archiving and control of contract
documents to the speed and convenience of customers be-
ing able to receive their own copies in digital format, sim-
plifying their management and traceability over time. The
remote offering enables our Personal Financial Advisers to
offer value-added advisory support, sending investment
proposals to their customers using remote communication

MAIN IMPROVEMENT OBJECTIVES FOR 2020

TOOLS SUPPORTING ADVISORY SERVICES

Fideuram Alfabeto
The following is planned for Alfabeto:

e complete renewal of customer experience with the launch of Alfabeto 2.0;
o full integration for the customer between the world of internet banking, trading and asset
advisory services,

e extension to the range of features that the customer can use (new features for digital pay-
ments, aggregation of accounts with third-party intermediaries, analysis of performance of
own wealth);

WSICATEINECTIEI 4.8 Finandial and non-financial results

techniques. Customers can look through proposals directly
in their personal area on the Bank’s website and sign them
using their Digital Signature certificates. There are many

important benefits for our customers and Personal Finan-
cial Advisers:

e our Personal Financial Advisers are able to select the most
appropriate communication channel for their customers’
needs with a view to optimising the relationship, taking

them through guided processes to the formulation of a
sales proposal;

e our customers can receive their copy of the contract in dig-

ital format, as well as sign the contract proposal directly in
the personal area of the internet site.
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e improvement in user experience on mobile channels, through new native applications that
are inter-connected through a single authentication mechanism;

e section dedicated to the new “Saving Map” service, where the customer can promptly and
easily view all the components in their “Saving Map” agreement, such as current account li-
quidity, amount destined to the Saving Map solution, the amount of automatic contributions
and the credit amount.

Advisory platform

The Advisory platform must become the main tool available to Personal Financial Advisers to
assist them in providing their advisory services in favour of customers, and therefore it envi-
sages:

e the migration, to the Advisory platform, of the added-value features found on the obsolete
applications and which will be discontinued during 2020;

e further improvements to the New Sales Proposal, also supporting the new “Saving Map”
service;

e further information enhancement and the possibility of increased customisation in reporting;

e extending functions and content supporting Personal Financial Advisers’ advisory activities;
e modification of operations to comply with MiFID 2 regulations.
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Fideuram Mobile Solution

With the aim of making the operations of Personal Financial Advisers easier, the following
developments are envisaged for Fideuram Mobile Solution:

* broadening the range of products and managed operations;

* the extension of Fideuram Mobile Solution to all types of customers;
e the discontinuation of carbonless copy paper;

e modification of operations to comply with MiFID 2 regulations;
e the closure of obsolete acquisition systems.

Welcome

Welcome shall become the main “entry point” available to the Networks for acquiring new
customers, opening current accounts and transferring funds “a la carte” from other Banks,
with an extension of the categories of current accounts managed, the extension to all types of
customers and the elimination of certain operational restrictions that do not allow the use of
Welcome in certain cases.

EasyDoc 2.0

EasyDoc 2.0 will be released to all Networks and will be the subject of further developments
with the aim of extending its scope of customers, the types of obligatory procedures and
functions.

Portal for Personal Financial Advisers

The Portal for Personal Financial Advisers will continue to be a pivotal tool for keeping upda-
ted, maintaining the efficiency and effectiveness levels achieved, as the info-training channel
servicing the Personal Financial Advisers Networks. The continual updating of content and
greater focus on sales communication aspects will allow the Personal Financial Advisers to
concentrate their attention on the core business.

Key TV Communications

The aim of Key TV will be to transform itself increasingly into a multimedia hub where the
various professionalisms can be converged to cooperate with each other with a view to pro-
ducing various contributions that use different languages according to the target audience
and distribution procedures: social platforms, the portal and live streaming, so as to produce
effective content that can, on the one hand, support the daily activities of the Personal Finan-
cial Advisers and, on the other, the dialogue with customers. Financial education will always

occupy a central role in programming, and also the constant updating on topics associated
with macroeconomic dynamics or financial markets.
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NETWORK SERVICES

MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

Online Services
Increase in security standards during the process of customer
authentication in compliance with the PSD2 regulations.

Introduction of mobile payment tools at participating stores
and on the web, using smartphones and smartwatches sup-
porting this function.

Commitment to Intesa Sanpaolo Private Banking’s continuous
evolution of the multi-channel services.

During 2019, all the developments required to make the
Fideuram Group banking applications compliant with PSD2
were completed.

Customers were informed and given guidance on the process
of certifying their mobile phones and on the choice of the
PSD2-compliant authentication procedure (O-Key Smart or
O-Key SMS) replacing the physical O-Key device, in order to
have continued access and operations via the Group’s Online
Services, after the deadline of 14 September set by the Euro-
pean Directive.

During 2019, the payment systems Apple Pay, Samsung Pay,
Garmin Pay and Fitbit Pay, via mobile devices, were launched
and made available to customers.

During the year, Intesa Sanpaolo Private Banking undertook a
series of activities with the introduction of the new digital tool
for natural persons and the subscription of the My Key digital
identity agreement.

Websites
Updating and development of the editorial content and infor-
mation material on products on the websites.

The Fideuram and Intesa Sanpaolo Private Banking institu-
tional websites circulated media content relating to the Bank
and Group during 2019 (results of the Private Banking Divi-
sion, awards and sponsorships), as well as considerable edi-
torial content.

In particular, ample space was given to the communication
campaign which supported the launch of the new digital ex-
perience, the adoption of the new authentication procedures
for online services, the launch of the new digital payment
services and issues linked to security.

ONLINE SERVICES

In 2019, Fideuram and Sanpaolo Invest enjoyed another year
of great innovation and developments from the point of view
of online services provided to customers. In addition to the
ever-growing usage trend, during the year Fideuram had to
deal with some important changes dictated by regulatory re-
quirements, aimed at customer protection.

Fideuram succeeded in turning these regulatory inputs into op-
portunities for developing the services it offers to its customers,
thus combining high technological standards with security.

In order to mitigate the new stringent authentication pro-
cedures for its customers when accessing online services,
Fideuram launched a digitalisation process for the O-Key
Smart and O-Key SMS recognition tools, replacing the old
“physical key device”, with the aim of making the authen-
tication phase for customers accessing online platforms even
more secure.

Fideuram also targeted improved digital experience, by devel-
oping a series of functions geared to promoting customer-op-
erated actions: in this area, the procedures for online certifi-
cation of mobile phone numbers and the generation of PIN
codes for payment cards (E-Pin) directly via home banking
have been defined in line with paperless policies.
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In 2019, the multi-channel services of Intesa Sanpaolo Pri-
vate Banking were provided with further, significant improve-
ments, thanks to:

e the complete revision of the reserved area of the bank’s
website and apps (Intesa Sanpaolo Mobile and Intesa San-
paolo Investo) offering a new digital experience to individ-
ual customers in terms of transactions and investment op-
erations;

the subscription of the Bank to the Intesa Sanpaolo
Group's digital identity agreement, called My Key Persone
Fisiche, which, in addition to regulating remote services,
also regulates, under a single contractual umbrella, the
digital signature, biometric signature and the sending of
documentation to customers in paperless format. The My
Key agreement allows authentication on the channels
using PSD2-compliant procedures with O-Key Smart and
0-Key SMS.

The adoption of the new O-Key SMS authentication pro-
cedures for legal persons also in compliance with the PSD2
regulations.
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Thanks to these important develop-
ments, there is confirmed growth in
the use of multi-channel services, both
in the number of customers (with an
increase in the number of subscriptions
compared to the previous year) and in
the number of transactions completed
online. About half the banking and
investment transactions were actually
completed through the online chan-
nels (website and apps). In particular,
the most frequent transactions were
transfers and movements between
accounts in the transactions area and
the trading of securities on the invest-
ments front.

WEBSITES
Fideuram and Sanpaolo Invest

In 2019 the website continued to be
an important information channel for
our customers and a method of pro-
motion towards non-customers. This
is confirmed by the data on access and
consultation, with over 1.7 million us-
ers visiting the website, about 6.2 mil-
lion sessions and over 7.8 million page
views.

In addition to the communications
about new services and products that
characterised Fideuram's sales offer-
ing, the new digital payment services
also found space with detailed infor-
mation on their activation and usabili-
ty. The agreement with Apple allowed
Fideuram and Sanpaolo Invest custom-
ers to experience a new digital payment
method directly from their smartphones
and smartwatches.

The websites have been subject to com-
munication actions and dedicated sec-
tions aiming to illustrate the advantages
of using Apple Pay, guiding customers
both in the phases of pairing their card
with the chosen device and in the pay-
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ment methods according to the fea-
tures of the means used.

The websites also welcomed and pro-
moted the launch of Intesa Sanpaolo’s
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open banking platform and informed
customers about digital safety warnings
and European regulations such as the
“New Definition of Default”.
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Intesa Sanpaolo Private
Banking

The relationship of Intesa Sanpaolo
Private Banking with its customers re-
mains a core element of its service mod-
el, based on an in-depth understanding
of its customers and the ability to meet
the needs of this specific market seg-
ment, which are the principal reasons
for its leadership.

Individuals are and will always be the
common thread of the entire project,
both in terms of the selection of images
and in the definition of style and con-
tent. During 2019, over 550 thousand
users visited the website, with about
1.7 million sessions and over 2.7 million
pages displayed.

The editorial content expressed in the
home page accompanied the birth of the
new digital experience of Intesa Sanpaolo
Private Banking and the adoption of the
My Key digital identity, with a commu-
nications campaign covering the period
from March to the end of October.

Particular attention was paid to digital
payments, made possible by the adop-
tion of the Intesa Sanpaolo Mobile app
(within the scope of the new digital
experience project), and to the agree-
ment entered into between Intesa San-
paolo Private Banking and Apple for the
launch of Apple Pay.

Furthermore, in line with the promotion
of self-performed operations and with
the adoption of the new authentication
procedures required by PSD2 regula-
tions, a special campaign was held to
raise the awareness of customers re-
garding the 7 most common IT frauds
and how to avoid them.

The Intesa Sanpaolo Private Banking
institutional website, alongside the
websites of the other Intesa Sanpaolo
Group companies, also supported the
launch of the open banking platform
and the information campaign relating
to the entry into force of the new Euro-
pean default-definition regulations.

Continuing the tradition set in previous
years, there was further development
of editorial content focusing on non-fi-
nancial matters, associated with Wealth
Management topics, with particular
reference to the analysis of real estate
market trends and the synergies with
Gallerie d'ltalia which contributed to
increased visibility for the various initi-
atives promoted during the year by the
Intesa Sanpaolo network of museums
and cultural events: Prospettiva — Arte
contemporanea (Perspectives — Con-
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— mourning over the Dead Christ) and
Canova Thorvaldsen — La nascita della
scultura moderna (Canova Thorvaldsen
— The Birth of Modern Sculpture).
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MAIN IMPROVEMENT OBJECTIVES FOR 2020

NETWORK SERVICES

Online Services
The Group intends to continue in developing its services to customers, especially in the
following areas:

e the launch of Alfabeto 2.0, the new platform will revolutionise user experience by in-
tegrating all the banking, trading and asset analysis features in a single environment.
Alfabeto 2.0 is part of the wider “Digital Bank” program in which all the smartphone
applications will also be reviewed and developed;

e further added adjustments are also envisaged to comply with developments in European

regulations, including alignment of fees and commission for cross-border payments and
transparency as regards exchange-rate fees and commission on bank transfers.

on customers’ digital channels, further improving user experience for natural persons on all
digital channels, with maximum attention paid to security within authentication procedures

and to usability of the platforms with a particular focus on the development of Apps.
Website

There are plans for further enhancement and use of websites as channels of communica-
tion, addressed to current and potential customers, dedicating ample space to new prod-
ucts and services, with the aim of highlighting the new business developments, which will
characterise the new year. Furthermore, in order to assist customers in dealing consciously
with the changes in the way digital services are used, particular importance will be given to
security in managing existing relationships.

In addition, digital communication will be a priority objective, with constant updates on

In particular, Intesa Sanpaolo Private Banking intends to continue to consolidate experience
editorial and product content on the Intesa Sanpaolo Private Banking website.
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BELOW-THE-LINE COMMUNICATIONS

Our below-the-line communications supporting the devel-
opment of the Group’s product range in the year continued
to follow the “sguardi” (“looks”) approach which has been
consolidated over the years and is now recognised as a dis-
tinctive feature of our direct and transparent product com-
munications, based on close personal relations between our
Personal Financial Advisers and customers. More specifically,
a new brochure was prepared to launch Fideuram’s fourth
alternative investment fund, FAl Mercati Privati Europei, a
few product brochures were updated, including Omnia with
the addition of the new Ego Active Lines, and the leaflet on
Private Wealth Management was redesigned, in terms of
content and layout, with the presentation of new services
dedicated to Private Banking customers.

On the subject of alternative investments, two new adver-
tising campaigns were run. One campaign was in February
2019 to highlight the results achieved by the first placement
of the third alternative fund, FAI Mercati Privati Globali,
and to announce the opening of a second window. In De-
cember 2019, the second campaign was dedicated to the
excellent results achieved with the placement of the new FAI
Mercati Privati Europei.

Communications relating to the new Fonditalia sub-funds, in
continuation from the previous year, were based on a more
simple and direct approach, with the creation of digital in-
formation sheets using the graphics from the Fonditalia bro-
chure, and summarising the main product features. During
the year, the information sheet on the Fonditalia Cross As-
set Style Factor was also produced.

FONDITALIA CROSS ASSET STYLE FACTOR
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MENTI NELLECONOMIA REALE.

As a support for internal communications on products and
services, a newsletter entitled “Advanced news on products
and services” was designed in order to update Personal Fi-
nancial Advisers on the main available news for customers.

During 2019, Intesa Sanpaolo Private Banking maintained
its commitment to offering customers clear, transparent and
comprehensive information on the Bank’s service model and
on services and products offered, as with all activities for dis-
seminating and consolidating the brand identity.

There was an all-round focus on all aspects of institutional
material and product documentation, geared to describ-
ing the range of services offered by the Bank to the various
customer targets. Care was taken with the updates to insti-
tutional presentations and with the restyling of the WM
presentation addressed to HNWI customers, featuring
a specifically-designed format in line with the private bank
identity.

Within the area of payment systems, a specific layout was cre-
ated during the year for the new XME Card Plus, the debit
card that works on both national and international circuits,
whereas, within the scope of new agreements with primary
partners in the digital payment services sector, care was taken
to protect the aspects of brand identity.

New institutional roll-ups were used for events and part-
nerships.

As regards hospitality that the bank offers to its leading cus-
tomers in the skyboxes, new panels were produced and po-
sitioned in highly visible areas.
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INTERNAL COMMUNICATION

During 2019, the Intesa Sanpaolo Pri-
vate Banking internal communication
initiatives were created with the com-
mitment to spread awareness of the
private banking market and the service
model adopted to satisfy the needs of
customers in that market. The main in-
itiatives implemented were as follows: Intesa Sanpaolo Private Banking -
. EIII:II‘_; etto con la Rete dicembre

e Group Intranet with updates on In- Wt

tesa Sanpaolo Private Banking results

and projects;

e Intranet News, with important in-
formation on the results achieved, the
positioning recorded periodically in
the private banking sector, the main
initiatives taken and the launch of the
Web TV clips;

e Web TV, the television channel used
to convey Bank information and ini-
tiatives.

Private

UPDATE
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ORGANISATION AND INFORMATION SYSTEMS

ORGANISATION

The Organisation Department is re-
sponsible for directing the develop-
ment of the organisational model
of the Bank and its subsidiaries with
respect to organisational units, siz-
ing and processes, working with col-
leagues outside the department to en-
sure, inter alia, that project plans are
respected and monitored, full informa-
tion is relayed to top management and
the departments concerned, and that
any cross-project impacts are managed
effectively. In line with the strategic
objectives of the 2018-2021 Business
Plan, the Organisation Department has
been engaged in many businesses and
legislation-related planning initiatives,
ensuring constant monitoring of the
progress and production of the relat-
ed deliverables and intervening with
the units responsible at the onset of
any critical issues, facilitating commu-
nication and collaboration between
the different work groups. The main
initiatives managed in 2019 were as
follows:

1. Regulatory projects

e Development of the MIFID 2 project
for the Division.

e Completion of the activities to imple-
ment the measures needed to com-
ply with security and open banking
requirements under the European
Payment Service Directive (PSD2).

2. Corporate projects

e Monitoring of organisational aspects
under the International project, and
integration of the London Branch
of Intesa Sanpaolo Private Banking
within the scope of the Swiss sub-
sidiary Intesa Sanpaolo Private Bank
(Suisse) Morval.

3. Management projects

e Continuation of the activities for the
adoption of the New Master File for
the Intesa Sanpaolo Group (“Nuova
Anagrafe delle Controparti del Grup-
po Intesa Sanpaolo - NAG").

e Launch of the project work for the
Enhancement of the Operation-
al Models for Fideuram and Intesa
Sanpaolo Private Banking Networks
geared to simplifying the processes
with a view to a more effective gov-
ernance of operational risks.

e Management of the development of
the Internal Control System with the
centralisation within Intesa Sanpaolo
of the Chief Compliance Officer and
Data Protection Officer units.

4. Commercial projects

e Management of the development
work towards the Group’s Internet
platform, New Digital Customer Ex-
perience (NDCE).

e Continued reinforcement of the or-
ganisational model dedicated to the
High Net Worth Individuals segment.

* Management of the development
work for the organisational model
dedicated to the Mass and Affluent
customer segments.

The Organisation Department also
oversees the development and main-
tenance of the Group’s internal regu-
lations, consisting of Governance Doc-
uments which govern the running of
the Bank (Articles of Association, Code
of Ethical Conduct, Group Regulations,
Authority and Powers, Guidelines, De-
partment Charts and Organisation
Charts), and operational regulations
which govern its corporate processes,
single activities and related controls
(Rules, Operating Guides and Com-
munications to the Personal Financial
Adviser Networks). In this regard, the
project to adopt an integrated man-
agement system of Company Regula-
tions was completed in 2019. This al-
lows the Organisation Department to
coordinate the activity of all subsidiar-
ies, ensuring the Private Banking Divi-
sion’s corporate regulatory framework
is consistent and standard and recon-
ciled with the Company Regulations
issued by Intesa Sanpaolo.

As required by applicable legislation
with regard to outsourced activities,
the Organisation Department coor-
dinated the service level monitoring
carried out by the respective Process
Owners in the form of regular audits of
the Key Performance Indicators (KPls)
for the services provided. Management
was then informed of the general out-
come in periodic reporting.

INFORMATION SECURITY AND
BUSINESS CONTINUITY

The Fideuram Group pays particular at-
tention to issues related to IT Security
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and the developments in Cybersecuri-
ty. In a context where these issues con-
tinue to acquire increasing importance
for the correct conduct of business ac-
tivities and where being able to ensure
adequate levels of security is becom-
ing essential in an environment where
the services offered to customers are
continually under threat, Fideuram has
set up its own IT Security and business
continuity function, defining a coher-
ent Cybersecurity strategy.

This strategy is developed through two
main sets of measures, which outline
a shift from an approach based on se-
curity of boundaries to the concept of
security by design:

e the improvements to the Cybersecu-
rity safeguards through the comple-
tion of a series of initiatives within
the Masterplan included in the 2018-
2021 Business Plan;

extension of the Cybersecurity safe-
guards to the Group through the
completion of a series of initiatives
involving integration of the various
subsidiaries to bring them into line
with the IT Security Model and the
target safeguards defined by Inte-
sa Sanpaolo (“Security Integration
Plan” project).

In 2019, the gradual implementation
and extension of the security model
went hand in hand with all the re-
current Cybersecurity activities, which
make up the foundations on which
the Cyber Readiness of the Group rests
and which have seen an extension to
their perimeter and scope, also due
to the conclusion of certain important
projects, such as:

e updating of the regulatory frame-
work with a view to being compli-
ant with the developments in Italian,
European and sectorial regulations
("Reengineering of the regulato-
ry framework on Cybersecurity and
Business Continuity” project);

updating of the process of manag-
ing critical events, which involved
the definition of the department
delegated to manage critical events
(GECQ), which acts as an intermediate
layer between the affected functions
and the emergency and crisis units,
as a result of the widening of the
scenarios managed by the Organisa-
tional Model for Crisis Management
(MOGC) of Fideuram. Within this

IDNVNYIAOD 'S IDNVINHO4YId ¥ 1IX3INOD LINYVIN "€ S3IDILVHILS T 13AO SSANISNG "L

SINIWILVLS TVIDNVNIH 9




4. Performance - 4.8 Financial and non-financial results

Intellectual Capital

process, the Information Security Of-
ficer proceeds with classifying events
according to the methods defined by
Intesa Sanpaolo and, if necessary, no-
tifying the counterparties concerned,

e operational launch of the Integrated
Controls Model of Information Secu-
rity and Business Continuity;

e launch of the roll out of the Data Loss
Prevention (DLP) solution supporting
the information classification model
and the launch of the masking/an-
onymity of personal data under the
GDPR (General Data Protection Reg-
ulation);

e launch of the definition and imple-
mentation project for the new Iden-
tity and Access Management (IAM)
and the release of the IUPnet 2.0
platform, whose objectives are to en-
sure the best security standards (e.qg.
through the use of Strong Authen-
tication solutions) facilitating the
Group’s digital transformation, and
to increase the efficiency and level of
compliance of the processes of appli-
cation profiling and user profiling;

analysis, planning and gradual imple-
mentation of “target” security meas-
ures of a technological nature (logical
and physical segregation of testing
and production environments, new
platform for change management,
disposal of equipment with obsolete
operating systems, logging and mon-
itoring events);

e launch of the monitoring model for
critical suppliers.

With reference to the critical events
detected in 2019, it should be noted
that the correct guidance and man-
agement thereof meant that there no
noteworthy impacts occurred with any
company in the Fideuram Group.

The function is engaged, on an on-go-
ing basis, in the operational coordina-
tion of the activities assigned to the
Contact Person for the Private Banking
Division’s Sector Business Continuity
Plan, interfacing with the Intesa San-
paolo Group Business Continuity Unit
and subsidiaries of the Private Banking
Division.

During the year, this saw the Depart-
ment perform all the Business Continu-
ity management activities provided for
in the Intesa Sanpaolo Group Organi-
sational Model for Crisis Management
and Business Continuity Plan Rules, in-
cluding the Operational Continuity Test
and the Disaster Recovery Test.

INFORMATION SYSTEMS

Among the tools for growth used by

the Fideuram Group, technological in-

novation provides ever more effective
support to the development of busi-
ness and service models.

The Personal Financial Advisers and the

key role they play in customer relations

remain at the centre of technological
evolution.

In 2019, with the aim of fully exploit-

ing the opportunities offered by new

technologies, the system development
and streamlining activities focused on
three areas:

1. activities in support of business;

2. projects to develop and streamline
the architecture and digitalisation of
our operating processes;

3. compliance with regulatory require-
ments.

The most significant projects in the first
area were as follows:
e Digital Bank:

- the New Digital Customer Experi-
ence internet banking and the new
Trading platform called “Investo”
were released for the Intesa San-
paolo Private Banking Network.
Both platforms allow access via the
web and via mobile app;
the project was launched for the
adoption of the New Digital Cus-
tomer Experience solution for the
Fideuram Network, and its inte-
gration with the financial advisory
functions through a single custom-
er access, which in 2020 will be the
Alfabeto 2.0 solution;

Fideuram Folios: the digital space
enabling Personal Financial Advis-
ers to provide customers with an
Advisory Service, based on a mul-
ti-channel solution, with the addi-
tion of new Folios both in the form
of pre-packed Folios (e.g. Thematic,
Class, Advice and Style) and under-
lying elements for customised Foli-
os (Il Mio Foglio). The fulfilment of
the “Mutual funds transfer” process
to Fideuram Folios was an impor-
tant innovation both in terms of
the funds already held by custom-
ers within Fideuram and funds from
third-party banks;

extension of Products range: sev-
eral additions were made in order to
develop the offering. The develop-
ments regarded various sub-funds
of non-managed assets (e.g. various
Certificates), of managed assets (nu-
merous new SICAVs, development
of Discretionary Accounts and new
Alternative Funds) and life insurance
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assets (new policies and existing poli-

cies). The integration project with the

First Advisory broker was particularly

significant for launching the “insur-

ance wrappers”;

for the Advisory platform, the

most important development was

the release of the “New Proposal”
with a comprehensive revision of
the functions for creating sales pro-
posals, which makes considerable
improvements and simplifications
for Personal Financial Advisers in the

Fideuram and Sanpaolo Invest Net-

works. A few functional enhance-

ments were performed and, in par-
ticular, the creation of the “Products

Report” which creates the foun-

dations for a new, more modern

and comprehensive reporting style
for Personal Financial Advisers and
customers. As part of the broad-
er process to simplify applications,
the Advisory platform was further

integrated with the porting of a

number of functions that had pre-

viously resided on the SIM PB appli-
cation (Portfolio Analysis, Advanced

Product Search, Extension of the

scope of customers to joint account

holders);

e improvements to reporting in sup-
port of Personal Financial Advisers
of Intesa Sanpaolo Private Banking
with daily feeds of instrument-spe-
cific Average prices, and reception
of the details on the Private Bank-
ing platform, New Digital Customer
Experience, VIEW, WM Report and
Financial Area;

e evolution of VIEW (Value Invest-
ing Evolution Wealth): the Advanced
Advisory Service for Intesa Sanpaolo
Private Banking customers under-
went a few adjustments including
the integration of the proposal in
Policies with the (ABC) acquisition
platform and Split payments.

The following projects were complet-
ed in continuity and consistently with
activities over recent years, as part of a
broader process for architectural trans-
formation and digitalisation of opera-
tional processes:

* Welcome and EasyDoc 2.0: the
app for onboarding of customers
was extended with new features
to make the opening of current ac-
counts easier and quicker by using
paperless procedures. At the same
time, EasyDoc was evolved into its
2.0 version for the management of
regulatory obligations on mobile de-
vices.
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Fideuram Mobile Assistant (FMA):
the mobile app was distributed
throughout the Fideuram Network
and enhanced with a number of new
contents which allow Personal Finan-
cial Advisers to request documenta-
tion and reports also via mobile de-
vices using a voice-based interface.
SmartRC (Sales Reporting): a new
mobile app was developed and dis-
tributed throughout the Fideuram
Network for the viewing by Personal
Financial Advisers and management
of the sales results, incentives, rank-
ings and various KPIs.

Installation of Private Banking
Rooms for AES (Advanced Elec-
tronic Signature) usage: the in-
stallation of a PC with a Wacom 10"
tablet, for use by customers when
putting a biometric signature, has
been completed in every branch of
Intesa Sanpaolo Private Banking, in-
cluding the HNWI Network.
Evolution of the Tableau de Bord
of Intesa Sanpaolo Private Bank-
ing with numerous technical/func-
tional measures on systems and
technological aspects with upgrades,
on the operating system, on the SAS
version and also from a functional
point of view with enrichment from

Revenue Projections (Introduction of
Market Rates/FTP), Non Profitable
Assets, the Praesidium application.
Windows10 Fideuram Project: this
project, launched at the beginning
of the year, ensures technological
developments for the workstations
of all employees and Personal Finan-
cial Advisers of the Fideuram and
Sanpaolo Invest Networks with the
introduction of the Win10 operating
system. The project will be complet-
ed during 2020.

Finally, significant work was done in

terms of regulatory compliance:

MiFID 2 regulations introduced
application and process changes to
several Bank and Personal Financial
Advisers activities. Specifically, the

more intense areas covered in 2019

referred to:

- Ex-post reporting on costs, charges
and incentives for all customers.

- Profiling and Suitability on second
Holders.

- Service Model (Switching and Suit-
ability, ex-ante Disclosure, Record
Keeping).

- Product Governance (Product Com-
parison, ex-post Monitoring, Target
Market).

Investments in information systems

M Governance (Disaster Recovery and
New Group Master File projects)

12

Group Companies
(Switzerland and
Luxembourg)

26

%

M Regulatory Compliance

(MIFID 2 and GDPR projects)

19

W Products Plan (Products
and Saving Map)

9

Business/Network (New Digital
Customer Experience Project)

34
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- Finance compliance (Orders and
Transactions register, Post-trade
transparency).
- Training for employees and Person-
al Financial Advisers.
PSD2 regulations, which came into
force in September and led to chang-
es in the mechanisms for customers
gaining access to internet banking
through dynamic linking with OTP
technology via SMS or with push no-
tifications. During the year, all active
customers had their mobile phones
certified and chose their preferred
authentication procedure.
Operational and technical work was
undertaken relating to GDPR regu-
lations, which will continue well in
2020.
As regards regulations on insurance
products, the process for placement
of a Policy was supplemented with
the addition of the Insurance Due
Diligence Questionnaire process.

During the year the Information Sys-
tems managed around 70 develop-
ment projects, complying with busi-
ness requirements and sales deadlines,
with a total investment of approxi-
mately €50m.
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Intellectual Capital

BUSINESS OPERATIONAL SUPPORT
The Business Operational Support unit
played an active role in various projects,
testing many newly-created or restyled
product solutions of major applications
(including: NAG; New Proposal, Alfabe-
to 2.0 and Saving Map), while also co-
ordinating specific implementation ini-
tiatives. Moreover, the monitoring and
contribution towards distributing the
Welcome app for onboarding custom-
ers continued. This app was the result
of a lean project and became a highly
appreciated success story on the Net-
works due to its instinctive ease of use.
An important contribution was also
provided in managing the MiFID 2
project and active participation in the
creation of important releases for the
Products Plan: Pension Fund Redemp-
tions, Development of Fonditalia Forms,
new Life Insurance Products. In placing
new products, particularly those which
envisaged an investment “window”,
the management of post-investment
outcomes was monitored so as to
complement and maximise the inflows
achieved by the Networks.

A process was launched in the year to
integrate the operating services and re-
sources of Fideuram and Intesa Sanpao-
lo Private Banking in order to provide
a single Private Banking Division service
centre.

In addition, certain initiatives were
undertaken in agreement with the
Personnel to promote job rotation
(Smart Rotation) and also, in agreement
with  Procurement, purchases were
made during peak work times (Smart
Sourcing).

Automation and simplification of
operating processes: the change
management process was continued,
in which all resources were asked to
rethink the activities they perform,
identifying those components which
involve simple execution, and moving
these towards digitisation and redesign
of processes. This project makes it pos-
sible to dedicate the best professional

expertise to supporting the Networks
and satisfying the continuous demand
for assistance with qualified advisory
services, and analysis and resolution of
less frequent cases. Consequently, the
capacity to launch major projects for ef-
ficiency improvements has been devel-
oped, while simultaneously permitting
improvements in the level of service.
In many of these projects, the human
resources in the Business Operational
Support unit hold positions of responsi-
bility, and perform analyses and certifi-
cation of solutions.

To pursue all these objectives, during
recent years, training activities provid-
ed in-house and outsourced to external
companies have been expanded. As a
part of these activities, an Operational
Excellence Academy was launched and
consolidated during 2019. The Lean
Banking & Six Sigma certifications were
awarded in the presence of top man-
agement. In addition to the new Green
Belt certifications, some colleagues
obtained the next level of certification
during the year: Black Belt. There was
a continued drive through a single
master initiative called “Go Paperless”,
identifying new activities and proposing
actions that will ensure better overall
positioning of the Group as regards this
important issue.

COORDINATION AND OPERATIONAL
STRATEGIES

In relation to Governance, the Coordi-
nation and Operational Strategies unit
completed the onboarding of Fideuram
Investimenti SGR, Siref Fiduciaria and
Intesa Sanpaolo Private Bank (Suisse)
Morval, regarding Demand Manage-
ment, IT Budget Governance and pro-
ject monitoring processes, and also
launched the onboarding of Fideuram
Bank (Luxembourg) which will be com-
pleted during 2020.

These actions ensure the strengthening
of governance in the Fideuram Group
through the adoption of tools and pro-
cesses that guarantee constant and
timely monitoring and growing collab-
oration and synergy among the parties.
Through the management of the Pro-
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jects Committee, the Division’s Project
Portfolio is monitored effectively with
a specific focus on International De-
velopment. For this purpose, the Pro-
ject Management tools were further
developed and support reporting was
reviewed, with the preparation of new,
summarised and aggregated views that
provide a clearer, integrated and coher-
ent representation of the information
covering the entire, end-to-end pro-
cess, from the creation of initiatives to
the realisation of IT measures.

Within the scope of the international
development initiatives in the private
banking business, an effective contri-
bution was provided to the companies
involved (Intesa Sanpaolo Private Bank
(Suisse) Morval and Fideuram Bank
(Luxembourg)) in drawing up their ser-
vice agreements and with the nego-
tiation and drawing up of new agree-
ments with Avalog Sourcing (in setting
up and also in running the project).
The project activities of the Swiss hub
were also managed with constant mon-
itoring of costs and checks on the pro-
gress of regulatory matters (especially
MIFID 2) as well as the functional and
product developments on the Avaloq
platform.

As regards the transfer of the Wealth
Management & Private Banking busi-
ness from Intesa Sanpaolo Bank Luxem-
bourg to Fideuram Bank (Luxembourg),
the IT construction site was supervised,
support was provided in defining and
managing the budget and forecasts and
also with maintaining positive relations
between the various parties involved.

In addition, PMO work was undertak-
en for all product initiatives (updating
products in the catalogue and launch of
new products), which besides monitor-
ing projects and deliverables, simplified
the resolution of any critical areas with
the involvement of the relevant struc-
tures, and managed communication
and cooperation among the various
working groups.

Against the backdrop of growing com-
plexity and intense focus on costs,
thanks to careful and timely budget
management and the renegotiation of
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the application management contracts
approaching expiry, it has also been
possible to fund efficiency improve-
ment and architecture revision projects
initially not covered by the budget. Sig-
nificant support was also provided in
this context to the preparation of tech-
nical specifications for the main tenders
conducted during the year.

The process to revise the sourcing strat-
egy continued, aimed at creating exper-
tise in specific application areas by sev-
eral suppliers so as to more effectively
manage the calls for tenders to develop
software.

Thanks to careful monitoring, service
levels remained satisfactory despite the
introduction of increasingly stringent
KPIs, while negotiations with suppliers
and important releases of core applica-
tions were guaranteed.

The Coordination and Operational
Strategies unit continued its Technical
Secretariat role in the scope of across-
the-board duties in the Chief Operating
Officer Area as regards relations with
external supervisory authorities (ABI,

Bank of Italy and ISTAT) and internal
bodies (Financial Management Gov-
ernance and Audit). It actively partici-
pated in the updating of the Strategic
Plan (2018-2021) and was the primary
interface in respect of Intesa Sanpao-
lo’s Governance structures on issues
referring to the Capital Budget, costs
and economic efficiency opportunities
based on all possible synergies.

In terms of the tools to ensure adequate
control monitoring of outsourced activi-
ties, the repository was further integrat-
ed with information on costs, contracts,
applications and SLAs of all IT suppli-
ers, providing shared and integrated
management of dedicated reporting.
In addition, within the scope of budget
demand and governance, management
and monitoring was introduced of the
process for requesting assessment of
the subjective role envisaged under Pri-
vacy legislation.

NETWORK AND CUSTOMER ASSI-
STANCE

The contact volumes reported by the
Contact Centre dedicated to requests
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for assistance from the Networks in-
creased compared to the previous year
as regards requests for support provid-
ed to Personal Financial Advisers on the
use of tools (these included onboard-
ing, biometric signatures, new Advisory
platform proposal, etc.). Assistance was
also provided on managing regulatory
compliance (including the new Insur-
ance Due Diligence Questionnaire) and
products (wide dissemination of the
Fideuram Folios product and placement
of securities for the signing of many
transactions with Certificates).

The support provided to the Networks
continued to be highly appreciated
during the year, achieving a very large
number of positive assessments by our
Personal Financial Advisers in their an-
nual perceived quality survey.

All the Audit and Financial Manage-
ment Governance controls carried out
on the Information Systems and Op-
erating Services areas during the year
confirmed that appropriate operation-
al risk management was being imple-
mented, enabling operational losses to
be kept at entirely negligible levels.
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Human Capital

ol

4.8.4 Human capital

Human capital includes the skills, abilities and knowledge of the employees and
financial advisers who work within the Group.

MATERIAL TOPICS

WHY TOPICS ARE MATERIAL

CORPORATE POLICIES

Security and management of cus-
tomer portfolios

Reinforcement of Personal Financial
Advisers retention measures

Training and development of Per-
sonal Financial Advisers
Recruitment and induction of young
talent in sales network through di-
verse systems of entry to the profes-
sion

Specialist training for Personal Finan-
cial Advisers

Employee training

On-the-job training

Induction of new employees and
young colleagues

Monitoring quality and effectiveness
of training

Training programmes tailored to indi-
vidual positions and needs

Performance management and
career paths

Performance management system
(assessment of employee perfor-
mance and transparency of criteria
used)

Remuneration systems with reward
mechanisms for management and
colleagues

Transfer and sharing of competencies
between colleagues

Attraction capability, development
and retention mechanisms

Professionalism among employees in the
Fideuram Group ensures quality and ex-
cellence in the services provided to cus-
tomers.

Special focus is given during the recruit-
ment phase to younger Personal Finan-
cial Advisers, where the Group provides
specific training, as well as more experi-
enced Personal Financial Advisers. Mone-
tary and non-monetary incentive systems
are essential leverage features to retain
the best talent within the Group.

Employees support and steer the work
of Personal Financial Advisers. Human
resources therefore play a key role in en-
abling us to achieve our corporate ob-
jectives. To this end, the Group invests
in the professionalism of its employees
through organisational and training in-
itiatives that aim to enhance individual
competencies and promote their pro-
fessional growth. The Group has also
introduced new measures based on
discussions with trade union organisa-
tions, which would improve the balance
between employees’ working and pri-
vate life and provide a more effective
corporate welfare system.

The Group’s commitment to occupation-
al health and safety starts with the cre-
ation and management of working en-
vironments that are fully compliant with
the relevant regulations and standards in
this field.

On the basis of the 231 Model adopt-
ed by the Fideuram Group, it is man-
datory for all personnel to undertake
the training intended for them, includ-
ing Personal Financial Advisers. Partic-
ipation in training is monitored by the
department responsible for human
resources training and department
responsible for Personal Financial Ad-
viser training. This is done in conjunc-
tion with Managers at different levels,
who act as guarantors, especially in
the case of “remote” training courses
being followed by their staff.

The Human Resources and Personal Fi-
nancial Advisers’ training Departments
are also responsible for collecting the
data relating to participation in the dif-
ferent courses, filing this and making it
available to the relevant functions.

PERSONAL FINANCIAL ADVISERS

Fideuram Network - No. of customers per Personal Financial Adviser
Sanpaolo Invest Network - No. of customers per Personal Financial Adviser
Intesa Sanpaolo Private Banking Network - No. of customers per Personal Financial Adviser

Intesa Sanpaolo Private Bank (Suisse) Morval Network - No. of customers per Personal
Financial Adviser

Ratio of Client Assets to Personal Financial Advisers (€m)

2019 2018 2017 (*)
162:1 155:1 151:1
124:1 113:1 103:1
41:1 40:1 41:1
33:1 31:1 36:1

42 36 36

(*) Restated on a like-for-like basis to take into account the contribution of the Morval Vonwiller Group acquired during the second quarter of 2018.
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MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

Attention towards high-profile recruitment to enable the
Group to make progress in offering excellent levels of profes-
sionalism that can focus on meeting even complex customer
needs, by expanding the services provided, especially in terms
of quality, effectiveness and competence.

The commitment on recruiting was also very important in
2019 for the Fideuram Group. Confirmation of this comes
from the 268 recruited Personal Financial Advisers and the
constant growth in professional quality of the candidates. The
enhancement and fine-tuning of the services made available
to network Managers continued with particular attention to
the management of the recruiting process and the onboar-
ding of new entries.

Continuation of the Alfabeto developments with improved
user experience when browsing the website and especially
when using the digital interaction tools, and extending the
service offering as regards Fideuram Folios.

During 2019, Alfabeto was developed and enriched with new
functions relating to the Fideuram Folios offering. In particu-
lar, there was the introduction of the “Il Mio Foglio” feature,
which enables Personal Financial Advisers to customise the
underlying elements of the wrappers and to send customers
investment proposals on the Folio prepared specifically for
them. By accessing Alfabeto and using their digital signatures,
customers can sign the investment proposals in just a few
steps and share them with their Personal Financial Advisers.

For the Advisory platform, there are plans to complete the
scope of customers managed, make developments and im-
provements in the sales proposal phase and extend func-
tions and content supporting Personal Financial Advisers’
advisory activities.

During 2019, the scope of customers, who Personal
Financial Advisers can manage within the Advisory plat-
form, was completed. The revision of the Sales Proposal
was completed which allows Personal Financial Advisers to
streamline, complete and speed up their operations dur-
ing the purchase and sale phase of the available financial
products. Additional functions were added in support of
Personal Financial Advisers’ activities.

In addition, during the year, some training classrooms were
set up throughout the country, run by a group of Personal Fi-
nancial Advisers with particular skills in the use of digital tools
(so-called “Digital Specialists”).

SIZE OF NETWORKS

The Group’s Networks (Fideuram, Sanpaolo Invest, Intesa Sanpaolo Private Banking and Intesa Sanpaolo Private Bank (Suisse)
Morval Networks) totalled 5,834 Personal Financial Advisers at 31 December 2019, compared with 5,995 at the end of 2018,

as shown below:

Group Personal Financial Advisers
(No.)

BEGINNING OF

PERIOD

1.1.2019

Fideuram Network 3,662
Sanpaolo Invest Network 1,344
Intesa Sanpaolo Private Banking Network 927
Intesa Sanpaolo Private Bank (Suisse) Morval Network 62
Total 5,995

IN out NET END OF
PERIOD

31.12.2019

177 225 (48) 3,614
48 138 (90) 1,254
37 52 (15) 912
6 14 (8) 54
268 429 (161) 5,834
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Fideuram Personal Financial Advisers

e’ BEGINNING OF IN out NET END OF

PERIOD PERIOD
1.1.2019-31.12.2019 3,662 177 225 (48) 3,614
1.1.2018 - 31.12.2018 3,635 166 139 27 3,662
1.1.2017 - 31.12.2017 3,571 222 158 64 3,635

Sanpaolo Invest Personal Financial Advisers

e’ BEGINNING OF IN ouT NET END OF

PERIOD PERIOD
1.1.2019-31.12.2019 1,344 48 138 (90) 1,254
1.1.2018 - 31.12.2018 1,428 53 137 (84) 1,344
1.1.2017 - 31.12.2017 1,429 101 102 (1) 1,428

Intesa Sanpaolo Private Banking Personal Financial Advisers

e’ BEGINNING OF IN out NET END OF

PERIOD PERIOD
1.1.2019-31.12.2019 927 37 52 (15) 912
1.1.2018 - 31.12.2018 880 88 41 47 927
1.1.2017 - 31.12.2017 842 69 31 38 880

(*) At the end of 2019, the Intesa Sanpaolo Private Banking Network numbered 862 Personal Financial Advisers who are salaried employees registered in Italy’s Unified Register of Financial
Advisers and 50 freelance professionals on agency contracts.

Intesa Sanpaolo Private Bank (Suisse) Morval Personal Financial Advisers

e’ BEGINNING OF IN out NET END OF

PERIOD PERIOD
1.1.2019-31.12.2019 62 6 14 (8) 54
1.1.2018 - 31.12.2018 47 21 6 15 62
1.1.2017 - 31.12.2017 45 4 2 2 47
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During 2019, our recruitment programme
brought 268 new Personal Financial
Advisers into the Group, 15% of which
coming from competitor networks, com-
pared with 328 in 2018. A total of 429
Personal Financial Advisers left the Group
during the year, with 23% of them mov-
ing to competitor networks.

The recruitment programmes were con-
ducted with the greatest rigour and pro-
fessionalism by the managements of the
Group’s Networks, and focused on find-
ing Personal Financial Advisers of high
standing in line with the role of market
leader which has always distinguished
the Group.

The training and work of our Personal
Financial Advisers are guided by the
principles of ethics and transparency
which differentiate the Group and aim,
amongst other things, to secure custom-
er loyalty through the support of finan-
cial advisory services that are tailored to
each customer’s personal investment
needs and risk profile.

The good results achieved were also as-
sisted by the Group’s investments in inno-
vative projects, training programmes and
tools that support our advisory services.

Origin of professionals joining the Fideuram Network

94.6%

0

64.6% 66.6%
o o

57.6% n n

24.9%
20.8%
17.5% 16.7% 16.7%
14.6%
5.4%
Competitors' networks Banking operators Other sectors
Fideuram network I Sanpaolo Invest network M Intesa Sanpaolo Private M Intesa Sanpaolo Private
Banking network Bank (Suisse) Morval
network
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2019 TURNOVER BY AGE AND GENDER

Fideuram Network

GENDER JOINING LEAVING

NUMBER % NUMBER %
Men 132 4.4 192 6.5
Women 45 7.0 33 5.1
Total 177 4.9 225 6.2
AGE JOINING LEAVING

NUMBER % NUMBER %
Under 30 18 23.7 6 7.9
30 to 50 105 9.0 39 3.3
over 50 54 2.3 180 7.6
Total 177 4.9 225 6.2
Sanpaolo Invest Network
GENDER JOINING LEAVING

NUMBER % NUMBER %
Men 35 3.6 109 1.1
Women 13 4.7 29 10.6
Total 48 3.8 138 11.0
AGE JOINING LEAVING

NUMBER % NUMBER %
Under 30 5 26.3 2 10.5
30 to 50 26 6.5 41 10.3
over 50 17 2.0 95 1.4
Total 48 3.8 138 11.0
Intesa Sanpaolo Private Banking Network
GENDER JOINING LEAVING

NUMBER % NUMBER %
Men 22 3.7 31 52
Women 15 4.8 21 6.7
Total 37 a1 52 5.7
AGE JOINING LEAVING

NUMBER % NUMBER %
Under 30 2 50.0 - -
30 to 50 28 6.6 12 2.8
over 50 7 1.5 40 8.3
Total 37 4.1 52 5.7
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H H *

Intesa Sanpaolo Private Bank (Suisse) Morval Network

GENDER JOINING LEAVING =
@

NUMBER % NUMBER % S

=z

Men 5 15.6 8 25.0 4
<

Women - - 1 12,5 S

Total 5 12.5 9 22.5

AGE JOINING LEAVING

NUMBER % NUMBER %

Under 30 - - - - >
=

30 to 50 3 15.0 6 30.0 >

over 50 2 10.0 3 15.0 %

Total 5 12.5 9 22.5

(*) The figures do not include legal persons acting as agents.
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ORGANISATIONAL STRUCTURE

of individual management positions.

The Group utilises a Network Managerial Organisation Model, focused on the roles, responsibilities and principal activities

Management initiatives can be summarised in the following six main functional areas:

&3 FIDEURAM

INTESA SANPAOLO PRIVATE BANKING

NETWORK QUALITY
DEVELOPMENT
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BUSINESS GROWTH
Management

actions
to guide and support

both the qualitative and %
quantitative growth and
% development of client
% assets managed by the s
% group of Personal Fi-

nancial Advisers under
supervision.

PROFESSIONAL
DEVELOPMENT
Management actions to
support the professional
development of our Per-

sonal Financial Advisers
through the acquisition

and consolidation of dis-
tinctive skills and abilities.
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through the selection, in-

duction and development
of new professionals.

SERVICE QUALITY
DEVELOPMENT

Management actions to
support growth and to

improve the quality of
service offered.
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The main responsibilities and duties of each individual management position in the Fideuram and Sanpaolo Invest Networks

are summarised below:

ROLE

AREA
MANAGER

RESPONSIBILITIES

Coordinate the strategic/commercial guidance defined, in order to maximise the sustainable
growth in the local area as part of the assigned Area.

Convey the strategies and the expected targets in the Area.

Share with the Managers under his/her supervision the sales activities in the local area in

terms of actions, timing and priorities; transmit the company organisational methods to be ~———

implemented in the Area and check their effective execution.

Supervise and ensure the dissemination of Best Practices identified in the Area for each de-
velopment area.

Periodically verify progress in different commercial development areas, discussing qualitative
and quantitative results and progress of initiatives with Managers, specifying and monitoring
any realignment actions necessary.

Ensure values of professionalism, propriety and appropriate business behaviour are applied
across area by Personal Financial Advisers.

Communicate a return on the activities of a commercial nature carried out in the assigned
Area.

Maurizio Boscariol

Giorgio Pietanesi

Gabriele Roccato

Flavio Vanin Loris Ventura
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ROLE RESPONSIBILITIES
DIVISIONAL Implement strategic/commercial guidance in order to maximise the sustainable development
MANAGER and support the professional growth of the Financial Advisers supervised in the assigned Area.

Monitor the quality of the customer service provided by the Personal Financial Advisers and
work on its improvement.

Implement management actions for guiding and supporting the qualitative and quantitative
growth and development of client assets.

Coordinate management activities supporting Personal Financial Advisers to acquire and con-
solidate competencies and improve distinctive modes of behaviour.

Coordinate management activities guiding and monitoring quality of service offered, along
with customer perceptions of service quality.

REGIONAL Carry out activities as the business contact of the Personal Financial Advisers, implementing the
MANAGER support activities aimed at maximising the development and growth of the group of Personal
Financial Advisers under his/her supervision.

Implement management actions regarding the guidance and support of the group of Personal
Financial Advisers supervised.

Work to expand the group of Personal Financial Advisers through recruitment, with constant
and careful attention to the professional and personal quality of the recommended candidates.

Coordinates the professional growth of newly-recruited Personal Financial Advisers, providing
support in the post-induction phase.

Ensure the quality of the group of Personal Financial Advisers assigned, implementing all the
management actions required to manage and monitor Network change processes, checking
the medium- to long-term strategic impact.

Fideuram - Savona Office
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The main responsibilities and duties of each individual management position in the Intesa Sanpaolo Private Banking Net-
work are summarised below:

ROLE RESPONSIBILITIES §
=z

PRIVATE BANKING Ensure business growth and the achievement of economic, business and risk management 2

AREA MANAGER objectives in their area through monitoring and coordinating the work of the Private Banking S
and HNWI Branches, supporting their actions where necessary. =
Ensure strong brand affirmation.

HNWI AND PRIVATE Represent the Bank in their area and ensure achievement of economic, business and risk

BANKING BRANCH management objectives in Private Banking and HNWI Branches.

MANAGER o . . . . o ‘ 9
Manage their Private Banking and HNWI Branch, implementing business policies and appropri- z
ate lending procedures, and coordinating the personnel reporting to them. a
Ensure high quality in service provision and in long-term customer relations, and foster the
actions required to develop existing customers and acquire new customers.

GLOBAL RELATIONSHIP Manage, develop and acquire HNWI customers, ensuring provision of outstanding service and

MANAGER interfacing with HNWI Management units and other Bank and Group departments to satisfy w
the most complex customer needs. g

TEAM Manage their team, implementing business policies and coordinating the personnel reporting E

LEADER to them. A

Sanpaolo Invest - Turin Office
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The following tables show the 2019 data for each of the four Personal Financial Adviser Networks, analysed by rank and gen-

der, average age and average length of service.

Fideuram Network

MEN WOMEN TOTAL AVERAGE AGE AVERAGE
LENGTH OF
SERVICE
Area Manager 6 - 6 61 25
Divisional Manager 20 - 20 58 29
Regional Managers 90 3 93 56 21
Group Managers 324 21 345 54 17
Personal Financial Advisers 2,527 623 3,150 53 15
Total 2,967 647 3,614 53 15
Sanpaolo Invest Network
MEN WOMEN TOTAL AVERAGE AGE AVERAGE
LENGTH OF
SERVICE
Area Manager - - - - -
Divisional Manager 7 - 7 56 26
Regional Managers 36 1 37 55 17
Group Managers 120 17 137 54 17
Personal Financial Advisers 817 256 1,073 53 13
Total 980 274 1,254 53 14
Intesa Sanpaolo Private Banking Network
MEN WOMEN TOTAL AVERAGE AGE AVERAGE
LENGTH OF
SERVICE
HNWI Branch managers 7 2 9 53 30
Private Banking Branch managers 76 24 100 54 28
Global Relationship Managers 13 4 17 52 27
Team Leaders 49 28 77 52 27
Executive Personal Financial Advisers 45 28 73 52 25
Personal Financial Advisers 367 219 586 49 19
Freelancers on agency contracts 40 10 50 61 8
Total 597 315 912 51 21
Intesa Sanpaolo Private Bank (Suisse) Morval Network
MEN WOMEN TOTAL AVERAGE AGE AVERAGE
LENGTH OF
SERVICE
Manager / Area Manager 3 - 3 53 19
Personal Financial Advisers 29 37 47 4
Total 32 40 48 5

(*) Data do not include 14 legal persons acting as agents.
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TEAM
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for over 100 thousand customers.
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(*) Managers and Trainee Financial Advisers are not included in the totals.
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CONTRACTUAL RELATIONS

Relations with the Fideuram and Sanpaolo Invest Networks’ Per-
sonal Financial Advisers are governed by an open-ended agency
contract, without representation, based on Italy’s Collective Eco-
nomic Agreement for Agents in the Commerce sector.

This contract stipulates the basic collective provisions for
our Personal Financial Advisers and further benefits which
supplement their remuneration, social security and pension
provisions, principally by linking them to the achievement of
annual sales targets.

A new agency contract came into effect for both Networks
in 2018. This contract was submitted to all Personal Finan-
cial Advisers joining from 2018 onwards, whereas contracts
signed between each Personal Financial Adviser and the re-
spective Company remained valid for whoever had already
been hired up to 31 December 2017.

The new contract seeks to primarily address the following
purposes:

e Standardise contracts linking Personal Financial Advisers to
Fideuram and Sanpaolo Invest.

e Formally bring the wording of the contract into line with the
current regulatory/legislative context that has changed over
time, and with the current service model that oversees the
activities of the sales Networks.

e Adopt a modular structure, making consultation more ag-
ile, and the updating of annexes to the contract that may
become necessary over time, much simpler. In this regard,
the structure of the new contract is subdivided as follows:

- Main section: purely regulatory content, which governs
the agency relationship between Fideuram/Sanpaolo In-
vest and each Personal Financial Adviser.

- Annexes to the contract: technical-economic and organ-
isational-commercial as well as regulatory specifications,
which take the form of corporate rules and codes, com-
mission schedules, incentive scheme schedules, Network
organisational model, Network insurance covers.

The Personal Financial Advisers at Intesa Sanpaolo Private
Banking are direct employees of the Bank in the same way
as other branch positions. There is, however, a small number
of agents (50 at 31 December 2019) with agency contracts.

Fideuram - Florence Office
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REMUNERATION AND INCENTIVES

Fideuram and Sanpaolo Invest

Since our Personal Financial Advisers are freelancers on agen-
cy contracts, their remuneration is variable and consists main-
ly of commission remitted from the principal company’s in-
come from the contracts in the Personal Financial Adviser’s
customer portfolio, as well as bonus payments for meeting
sales targets.

The remuneration paid to the Personal Financial Advisers is

made up of the following:

- arecurring component, which is the most stable and routine
part of their remuneration;

- a non-recurring component which is the part taken into ac-
count for bonus calculations, but does not in itself consti-
tute an incentive.

The recurring component, which is linked to the size of the
portfolio managed by the Personal Financial Adviser, is cal-
culated as a predetermined percentage of the recurring and
one-off gross income earned by the company in the form of
the fee and commission income that customers pay on the
various different products. These percentages differ depend-
ing on the type of product or service and are governed by the
agency contract.

The recurring remuneration of Network Managers is made
up of:

e supervision commission for coordinating and supervising a
group of Personal Financial Advisers operating in a particu-
lar area of responsibility. This commission is based on the
manager’s specific role and calculated as the related per-
centage of the commission accrued by the Personal Finan-
cial Advisers under supervision;

e growth commission, for the development and volume
growth of their group of Personal Financial Advisers.

In addition to this recurring remuneration, and in line with
market practice, the distribution Networks are rewarded
with incentives designed to guide sales activities towards the
achievement of specified targets that take the Group’s long-
term strategies and objectives into due account so as to re-
ward the results actually achieved, taking risk (including legal
and reputational risk) into full account and prioritising pro-
portionality criteria that promote and foster respect for high
standards of conduct and care for each customer’s interests.
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These incentives are both monetary (s.c. bonuses) and
non-monetary (e.g. annual contests which award prizes in
the form of travel or convention attendance, etc.). Dedicated
Regulations are provided every year, notifying the Networks
of the mechanisms that will be used to incentivise them to
achieve their business targets.

In line with the provisions of the Supervisory Authorities, the
bonuses are:

e limited to inflows from transactions that are in accordance
with the customer’s suitability profile;

e subject to controls over a long-term time horizon and
therefore based on maintaining effective and lasting
medium-term results.

During their entry period, the “non-recurring” component of
newly appointed Personal Financial Advisers is specifically set
at the time of appointment to acknowledge the work needed
to gain a customer base, on condition that this refers to a sta-
ble collection. There is no gender disparity regarding “non-re-
curring” remuneration, on a like-for-like basis in terms of role
and results achieved.

Intesa Sanpaolo Private Banking

In order to enhance the contribution of employees and in
line with the objectives of the Group’s Business Plan, Intesa
Sanpaolo Private Banking has activated an incentive scheme
for Network staff dedicated to the management of Private
Banking customers, which involves the provision of bonus-
es subject to the achievement of specific performance ob-
jectives, regarding sales, quality, sustainability and customer
satisfaction. The overall objectives relate to size growth, prof-
itability, service quality and the growth of financial assets. In
this context, the amount of the bonus is based on measurable
indicators defined for each objective and for which reference
targets have been specified.

The economic treatment of newly appointed Personal Finan-
cial Advisers is based firstly on recognising the professional
standing they already gained in the external market, from the
perspective of utilising their skills to provide excellent service
to Private Banking customers, and allow for the sustainable
development of the financial assets managed.
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NETWORK EVENTS IN 2019

The organisation of events outside the usual working environment is an essential moment in the development of a unified
culture within the Fideuram Group, with the simultaneous engagement of the greatest possible number of Personal Financial
Advisers, with a view to meeting and sharing some time together but also for closer examination and study, in a relaxed and
pleasant setting.

FESTA DELLA NEVE - BORMIO

The winter event that kicks off the annual incentive events received the honours in Bormio in the 20th com-
pany competition of the Festa della Neve, now in its ninth institutional contest. The ski area of Valtellina,
(@l which has hosted many competitions of the highest level, has also welcomed a number of editions with the
e athletes of Fideuram and Sanpaolo Invest Networks, winners in financial profession, but also holders of victo-
"ﬂnm.hn‘&@ ries and participants in the sports competition on the Stella Alpina slopes where all categories (Top, Pioneers,
Amateur, Family, Puppies g
or young participants) compete annual-
ly in the slalom, with respectable times,
contributing to the success of a historical
event that is becoming an increasingly
festive and family-based occasion.

The competitors mounting the podium of
the company competition are celebrated
on the final evening which is held every
year at the Pentagon, the sports hall in
Bormio, along with the winners of the
incentive contest. A mention also goes
at the same time to the sales area which
every year is the winner of the team
parallel slalom competition.
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SUPERVIAGGIO PERU, TURKS & CAICOS

A vibrant and authentic journey through cultural excellences, World heritage sites, ancestral traditions and
cosmopolitan experiences. Peru is all this and much more, the destination chosen in 2019 to reward the
Personal Financial Advisers of the Fideuram and Sanpaolo Invest Networks who distinguished themselves
in the most important incentive competition and who completed the travelling part of the journey with
a unique stay in Turks & Caicos, a Caribbean destination that is less known on the usual tourist circuits.

A highly-appealing destination that only a planned incentive trip can enrich with a number of attractions:
the seduction of the Sacred Valley, Machu Picchu and its terraces in a landscape where the line between the cultural contri-
bution of the wisdom of the Incas and the wonder of nature, becomes almost imperceptible. And then Cusco, the navel of

the world, which masterfully blends Inca engineering with historic colonial structures, not to mention the capital Lima, the
Ciudad de los Reyes, founded in the desert and surrounded by the contrasts of a big city where almost 10 million people
live. A heterogeneous city, artistically lively with one of the finest cuisines in the world. Its districts have a heart of their own,
each with its own history: the European profile of Miraflores, with its skyscrapers and the Malecon and the colonial homes
of Barranco with its Lima’s nightlife.

The recreational opportunities did not preclude paying due attention to the problems of the area: effective support was
also given this year to one of the solidest and most active foundations in Cusco, Nifios de I’Arco Iris, which deals with the
education and physical and emotional health of children and their families in need, working with group homes, orphanages
and child protection services.

B ok
SUPERUIAGE(D 2019
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In our imagination, Ibiza is thought of as the
undisputed queen of nightlife, the cool loca-
tion of the latest trends, chosen again this year
to host the winners of the Fideuram and San-
paolo Invest Networks in the most important
event of the year. A flagship occasion in terms
of numbers in the annual incentive calendar, but also because
it is a moment for Personal Financial Advisers to exchange
knowledge and experiences, with the contents of the closing
plenary session, the institutional award ceremonies, theme-
based workshops on products, sales tools and the implemen-
tation of digital technology in the financial profession. Games
and sports are an inevitable ingredient: the tennis tournament,
football, Fideurun and the Silent party which was a great suc-
cess. The Ibiza conference centre was decorated for the Con-
vention Day, with the show by Andrea Pucci and music by the
Zurawski band at the conclusion of the Gala farewell dinner.
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Our sailors were also quick of the mark this year in
responding to the call of a good wind that blew on
the 19" edition of the Fideuram Cup, unleashing

their skills with the gennaker in a new seascape,
the island of Ischia. Eight crews represented the
sales areas of the Fideuram and Sanpaolo Invest

Networks together with a special guest, Eurizon Capital, grappling
with the Este24 and the mild climate of Ischia in late September.

Late summer views provided the backdrop to a weekend full of
fun, competitions and after-race relaxation at the dinner table
that ensured moments of conviviality between goliardic award

ceremonies for the “motorboat” and “anchored” vessels, and
prizes after the first day of water trials, for the fastest boat and

for the last to cross the line. Leading protagonist again this
year, winning the top spot on the podium, was the Fideuram

Area 3 crew from Brescia “ZeroTrenta”, followed by “Tacco
12" and Eurizon Capital in third place.

MILANO MARITTIMA TENNIS MEETING

The Mare Pineta Resort ***** in Milano Mar-
ittima hosted the 6" Fideuram and Sanpaolo
Invest Tennis Meeting. An increasingly com-
petitive event, which as in the previous edi-
tions, involved eight teams, representing all Sales Areas of the
Fideuram and Sanpaolo Invest Networks with a total of about 80
players. Almost all matches were decided with the final doubles
game: the end result this year saw the Fideuram Area 6 team as
winners after defeating the Fideuram Area 5 team with a score
of 4-1. The consolation tournament was won by Fideuram
Area 2. The sports and organisational aspects of the Meeting
received again this year very positive feedback from players
and supporters alike, who are all looking forward to seeing
each other next year for another engaging encounter.
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MEETING WITH INTESA SANPAOLO PRIVATE BANKING NETWORK

The meeting with the Intesa Sanpaolo Private Banking Network was held in September, with around 500 employees taking
part. Organised in Sardinia at the Forte Village facility, the 2019 edition had as its main theme music and teamwork.

The meeting was entitled “Futuro Insieme” (Future Together), with the ultimate aim of further improving the level of service
offered to our customers.

In the morning, guests took part in various workshops with financial updates and a seminar devoted to the topic of rela-
tional intelligence, offering participants the opportunity to reflect on the effectiveness of their own relational style, and as
a team, to provide our customers with quality service.

The afternoon meetings were animated by Nicola Savino, the anecdotes from the musical producer Vittorio Cosma and the

economic insights provided by the journalist Andrea Cabrini, who moderated the presentations from the major internation-
al investment companies.

The presentations by top management rounded off the flow of information to Network managers and staff, as always with
the aim of sharing the results achieved and future strategies.
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FINER MARKET RESEARCH 2019
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Synthetic index of Brand Equity 2019

The FINER CF EXPLORER 2019 mar-
ket research survey confirmed that the
Fideuram Network continued to lead
the sector in terms of its standing

among ltalian financial advisers.
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¢ helpfulness and competence of head
office staff;

e placing the financial advisers at the
centre of strategic decisions;
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e petter contribution levels;
¢ an excellent working climate;

e its focus on Network training and fi-
nancial advisory services.

In a market scenario that continues to be challenging for Italy’s banks and financial institutions, recognition such as this is es-
pecially significant and a source of great satisfaction.
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Synthetic index of Brand Equity 2019

The findings of the FINER PB EXPLORER
2019 survey confirmed that Intesa San-
paolo Private Banking was the best Eg-
uity brand in terms of know-how and
appreciation from Private Banking pro-
fessionals.
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The survey was conducted through
1,790 telephone interviews with the
Personal Financial Advisers of the 34
largest and most important Private
Banking and Wealth Management
companies in Italy.
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MAIN IMPROVEMENT
OBJECTIVES FOR 2020

The Group intends to increasingly focus on managing generation-
al turnover through the introduction of young talent and on con-
tinued scouting for the best senior professional profiles.

S3IDILVHILS T

The Group plans to launch Alfabeto 2.0. The new platform will
revolutionise user experience by integrating all the banking, trad-
ing and asset analysis features in a single environment.

The Advisory platform will become the main tool available to Per-
sonal Financial Advisers to assist them in providing their customers
with advisory services. The Personal Financial Advisers will be able
to take advantage of new value-added features, with the intro-
duction of improvements to the Sales Proposal, support from the

new “Saving Map” service and with enhanced information and
greater customisation in reporting.
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NETWORK TRAINING

447,338

Training hours

il

MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

Fideuram and Sanpaolo Invest Networks

MIFID 2: Consolidation of training framework.

During 2019, Network Training was committed mainly to
consolidating the framework for analysing, assessing and
measuring competencies within the scope of MiFID 2. The im-
plemented structural activities and processes were conducted
in three phases:

e Analysis: defining the teaching framework and Network
Training Plan in line with the criteria indicated by Consob/Esma;

e Assessment: designing and implementing customised ac-
tions to bridge the educational gap that emerged from the
analysis conducted at the end of the previous year;

e Measurement: establishing the level of competence of in-
dividual Personal Financial Advisers by administering and
correcting an end-of-course test for personally-attended
courses and distance learning activities.

This system with highly-articulated features and contents were

provided by using a wide spectrum of teaching “methods” with

the organisation of physically-attended sessions at the Fideuram

Campus and the use of techniques for distance learning.

Certification for Executive Personal Financial Advisers and
retaining certifications as Top Personal Financial Advisers in
collaboration with the Cattolica University.

In 2019, the certification process of the Personal Financial
Advisers in the Top segment was completed and the same
process for the Executive segment got underway.

Personal Financial Advisers needed to complete the program
initially to obtain the requisite number of hours in order to
register for the examination, and then take the actual exam
at the Fideuram Campus with the teaching staff from the Cat-
tolica University in Milan.

Conversely, as regards those in the Top segment who had
already received certification in 2018, they attended specific
workshops to maintain their certified competencies.

Continued overleaf >>
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<< continued from previous page

MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

Developing in-area training, to increase and promote the
use of digital applications and apps, to eliminate hard-copy
content and simplify processes.

During 2019, the training on the new aspects of applications
and apps was delivered throughout the country with a view
to promoting the adoption of IT and digital tools dedicated to
Personal Financial Advisers. This training program was agreed
with the Divisional Managers and coordinated with local of-
fices. A total of 82 workshops were provided (30 Advisory
platform Classrooms, 20 Workshops on digital aspects and
on digital financial education, 14 Alfabeto Classrooms, 12
Classrooms dedicated to new entries and 6 Workshops on
Welcome, Easy Sign and the other apps).

The testing of the sessions also started via webinars so as to
use them as a new training procedure: an excellent tool for
presenting new features on a web application for easy fruition
and time optimisation. From June 2019 onwards, a total of 38
webinars were delivered on Welcome, digital aspects, the new
features of the Advisory platform and the Sales Proposal.

Intesa Sanpaolo Private Banking Network

Exploitation of the technological opportunities in the area of
sales, and nurture interaction with customers based increas-
ingly on excellence.

Completion of the change management initiative “Techno-
logical innovation to improve the business”, geared to provid-
ing the professional skills required in line with the increasing
levels of digital innovation and changes in regulations on in-
vestment services.

Development of an approach for the staff operating in the
HNWI segment which remains in line with the required stan-
dards, both in terms of relations and specialisation, with the
implementation of specific interventions.

Realisation of the activity “Team spirit and interoperability:
key values of an advanced HNWI service” to develop a pro-
fessional approach that systematically builds on the available
internal expertise.

Increase in knowledge and culture levels pertaining to compli-
ance as a distinctive feature in relations with customers.

Completion of the three-year Anti-money laundering plan
and systematic dissemination of information about the sector
regulations that would have the greatest impact on our busi-
ness (Consob and IVASS), and about the main risks related to
sales activities.

Promotion of managerial styles characterised by authoritative,
transparent and motivating leadership, enhancing a coaching
approach.

Activation of programs on a one-to-one and group basis, to
meet the specific needs of enhancing key managerial skills for
the effective coverage of positions of responsibility.
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FIDEURAM CAMPUS: FROM
CORPORATE BUSINESS SCHOOL
TO ACADEMY

FIDEURAM CRMPUS

The consolidation within  Fideuram
Campus of a real company Academy
continued in 2019, with progress made
as regards the skills certification pro-
ject, developed in collaboration with
the Cattolica University in Milan. The
Academy had the opportunity to show
its full potential, freeing itself from be-
ing considered the traditional depart-
ment of corporate training and being
finally recognised as a place where
knowledge is produced and shared.
But what makes the Academy a real
innovation compared to the past is the
fact that this production of knowledge
is no longer simply aimed at bridging
training gaps, but is tied hand in glove
with corporate strategies: the Acade-
my contributes towards achieving the
business objectives and creating value
and sustainability.

TRAINING PROGRAMMES AND INI-
TIATIVES: FOCUS FOR 2019

The year 2019 was characterised by the
entry into force of the MiFID 2 regula-
tion that demanded new requirements
from intermediaries aimed at raising
the quality standards of financial advi-
sory services. The role of the financial
adviser is strengthened and enhanced,
but, at the same time, a greater effort
is required since the ESMA Guidelines
emphasised the need to review devel-
opment and training needs, in order to
ensure the possession of suitable qual-
ifications and constant refreshing and
maintenance of knowledge and skills.

The main courses that were updated
were:

1. MIFID 2 Program

The entire training program for the year,
divided up according to the respective
Top, Executive, Senior and new-entry
segments, was conditioned by the en-
try into force of the MiFID 2 regulation.
Within the various training programs,
in the light of the new regulations, the
issue of the Value of Advisory Services
was addressed across the board, in its
components aimed at the financial ed-
ucation of customers, the management
of emotions and the relationship of
trust with customers.

Fideuram also developed two specific
interventions relating to area of regu-
lations:

a) MiFID 2 Training: a specific training
area was developed on the changes
made by this regulation and espe-
cially a tutorial presentation on the
new Statement of Financial Advisory
Services.

The area has been divided into three

sections:

e Main elements of the regulation:
presentation of regulatory changes
introduced by the new legal instru-
ment;

e Fideuram/Sanpaolo Invest MiFID 2
Vademecum: presentation of the
interpretations/applications of the
Regulation in the Fideuram world
that is kept constantly updated;

e Statement of Financial Advisory
Services: Tutorial dedicated to an
in-depth analysis of the new State-
ment.

b) Online training course: aimed at
looking more closely at the subject of
financial Intermediation with techni-
cal and operational aspects.

2. Certification of Top Personal
Financial Advisers
As part of the efforts to build a com-
mon culture and to spread corporate
values, Fideuram established the Cer-
tification of Skills Program in collab-
oration with the Cattolica University in
Milan. For the Personal Financial Advis-
ers involved, belonging to the Top and
Executive segments, at least 100 train-
ing credits need to be awarded and a
written and oral examination needs to
be passed in addition to reasoned com-
ments on a case study. The preparatory
courses, defined on the basis of specific
Rules and, for the most part, involving
physical attendance, have the objective
of strengthening strategic skills in mar-
kets, tools, legislation and not least in
relational skills. In early 2019, during an
event held at the Regent’s University of
London, 88 Top Personal Financial Ad-
visers attained Certification. The Cat-
tolica University arranged the training
on markets and expertise in the area of
finance and, within the same context,
the content on asset planning and pen-
sion and succession planning were ex-
amined in detail. During 2019, another
16 examination sessions were planned
for the Personal Financial Advisers in
the Executive segment. The initiative
was enriched by the presence at the
Campus of a Personal Branding corner
and the provision of a support kit to
enhance Certification (Book of Personal
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Branding and video presentation on the
Certification). Key TV was also available
to support Personal Financial Advisers
who wanted to shoot a short, personal-
ised video and have professional photos
taken. In November 2019, at the Aula
Magna of the Cattolica University, the
related Certificates were awarded to a
further 370 Executive Personal Finan-
cial Advisers. The event also featured a
“lectio magistralis” held by Prof. Carlo
Cottarelli.

3. Programs for the new-entry,
Senior and Executive segments
All Personal Financial Advisers benefit
from a structured program of cours-
es and training initiatives delivered
through the annual programs. The gen-
eral layout of Training Programs still re-
mains valid and customises educational
appointments based on the relevant
segment of the Personal Financial Ad-
visers, in turn resulting from their years
of service in the role and the character-

istics of their portfolios.

The main programs that are added to

the asset certification program are:

e Entry to the Profession Program (tar-
get: new-entry Personal Financial Ad-
visers);

e Financial Advisory Services Program
(target: Senior Personal Financial Ad-
visers);

e Advanced Training Program (target:
Executive Personal Financial Advisers).

Entry to the Profession Program

The program dedicated to new-entries
was expanded and is structured into
four learning modules of two days:
Welcome Day, Service Model, Digital
Adviser, Sales Methods (Planning and
customer service). The Service Model
Module, in agreement with the Compli-
ance Department, was made mandato-
ry due to the importance of the issues
covered and their role as introductions
to other topics: the Fideuram Business
Model, the awareness of the Role of
the Personal Financial Adviser and the
approach to customers. A new teaching
module, called the “Digital Adviser”,
was introduced, in line with the digiti-
sation process of Personal Financial Ad-
visers, which develops digital skills and
also provides for the publication of the
showcase Alfabeto.

Financial Advisory Services Program

The program for Senior Personal
Financial Advisers was divided into four
modules, respectively dedicated to Re-
lations, Financial Advisory Services,
Asset Advisory Services and New
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Technologies. The Program was en-
riched with regional theme-based
workshops for a total duration of 12
months.

Advanced Training Program

The program for Executive Personal Fi-
nancial Advisers aims to cover three ba-
sic skills: the role of financial educator,
in-depth knowledge of Advanced Advi-
sory Services and the need to face up to
digital challenges. Every Personal Finan-
cial Adviser in the segment benefited
from 2 days of courses at the Fideuram
Campus on each of the above topics.

IN-AREA TRAINING INITIATIVES

In addition to the numerous theme-
based seminars and workshops con-
nected to the Senior Personal Financial
Advisers program, three other impor-
tant initiatives were organised locally:

¢ The Insurance solutions: the value
beyond performance: the initiative,
dedicated to an in-depth examination
of the insurance and pension world,
was developed in collaboration with
Fideuram Vita. A total of 1,162 Per-
sonal Financial Advisers took part in
the initiative for 48 editions.

Anti-money laundering course:
the three-year plan, prepared and
designed by Intesa Sanpaolo in coop-
eration with the Anti-money Launder-
ing function and launched in 2017,
reached its conclusion. A total of 719
Personal Financial Advisers took part
in the initiative for 28 editions.

The changing role of the Person-
al Financial Adviser - The Value
of Personal Financial Adviser: the
course, which was attended by 2,745
Personal Financial Advisers in its 126
editions, aimed to provide greater in-
depth knowledge of the new State-
ment of Financial Advisory Services.

ON-LINE TRAINING

During 2019, steps were taken to adapt
the software to bring it into line with
the regulatory changes in the Consob
and IVASS Regulations. The following
courses were released:

e Insurance distribution: IDD (Insurance
Distribution Directive), POG (Product
Oversight  Governance), disclosure
and publicity.

e Distribution of insurance products
and IBIPs (Insurance Based Investment

Products): ethics, rules of conduct and
operations.

¢ \Wealth management advisory services
for family businesses.

e The subject of financial intermediation:
technical and operational aspects.

e The mitigation of cyber risk, a techni-
cal analysis.

e The mitigation of cyber risk, a juridical
analysis.

Some of the above courses allow the

awarding of credits also for maintain-

ing the EFA and EFP certifications for

about 600 certified Personal Financial

Advisers.

CAMPUS APP

In  September 2019,
the Campus App was re-
leased to the Networks
during  the  Plenary
Meetings.

This new application,
available for both i0S
and Android smart-
phones, enables the
management of various activities both
by Personal Financial Advisers and
managers.

The most important use, performed at
the launch, was the opportunity for
Personal Financial Advisers to carry out
the MIFID 2 final test in the classroom,
directly on their smartphones, in short
times, without using paper and with
immediate results. This information is
available in real time even to managers
throughout their reference group.
Since the launch of the Campus App,
almost all the Personal Financial Advis-
ers have learnt how to use this proce-
dure habitually, which has proved to
be much more practical. It is also used
for the satisfaction questionnaires and
the end-of-course tests regionally (run
by local facilities) and at the Campus,
allowing huge savings of paper and a
safe, permanent filing.

Campus App also allows users to read
news, check deadlines as well as read
and download articles and publications
which are available in the Media Library
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on a weekly basis. In the future, other
features will be developed in order to
make training more agile, multi-chan-
nelled and usable anywhere.

PROJECTS AND INITIATIVES FOR THE
INTESA SANPAOLO PRIVATE BANK-
ING NETWORK

The increasing complexity of the private
banking sector has required a careful
focus on actions to enhance the skills
needed for managing the sales role
which is becoming increasingly quali-
fied and advanced. The main initiatives
were activated, based on the following
lines of activity:

¢ Managerial Empowerment, through
group coaching actions aimed at en-
hancing specific key skills, useful in
monitoring business contexts that are
constantly changing.

¢ Development of sales and rela-
tional skills

- Relational intelligence for a
quality service, a training mod-
ule delivered as part of the annual
meeting with the Network, which
aims to create awareness of person-
al sales styles and their impact in the
relationship with customers.

Technological innovation to im-
prove the business, a change man-
agement initiative for the enhance-
ment of the ability to govern the
changes taking place in private bank-
ing, with standards of professional
excellence, encouraging the devel-
opment of a business model and cus-
tomer experience that complies with
the acceleration in digital innovation
and with the changes in legislation
regarding investment services.

Team spirit and interoperability:
key values of an advanced HNWI
service, with the aim of assisting
colleagues in the segment branch-
es to work systematically within a
network of professionals so as to
ensure better customer satisfaction.
The action involved all the HNWI
sales roles across the board and key
representatives from the same De-
partment.

Emotional dynamics in relation-
ships in managing Private Bank-
ing customers, dedicated to new
Personal Financial Advisers coming
from a position as assistant or new-
ly-recruited, with the aim of prepar-
ing them to meet the challenges of
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their new professional context with
with the necessary level of aware-
ness and authority.

¢ Development of specialist and or-
ganizational skills

- Plan of info-educational meetings
with Third-Party Companies, fo-
cused on in-depth study and updat-
ing on the subject of markets and
products.

- The new digital experience of
ISPB (NDCE), a distance learning in-
itiative dedicated to a group of Net-
work figures (approximately one per
branch) to provide the appropriate
instruments for guiding customer
in the digital changes and in under-
standing the new tools available on-
line.

Streamlining of operating pro-
cesses and risk management, an
initiative aimed at further spreading
the culture of risk, in line with the
guidelines set by the European Cen-
tral Bank and the Bank of Italy.

Getting to know ISPB, an initiative
for new entries, aimed at helping
people to understand the main busi-
ness operation and organisational
mechanisms.

Preparation for the exam of Per-
sonal Financial Adviser, a pre-con-
dition for enrolling in the Register of
Financial Advisers.

e Development of sales profile com-
pliance skills

- Consob, modular training program
focusing on an annual refresher
course for anyone providing cus-
tomer advisory services related to
MIFID 2 regulation.

IVASS (the Italian Insurance Regula-
tor: Istituto per la Vigilanza sulle As-
sicurazioni), throw basic and refresh-
er training program in line with the
requirements of the Italian Unified
Register of Insurance Brokers (RUI).

Anti-money laundering, with the
release on Apprendo of the updated
version of the online course for the
Network staff “in contact with cus-
tomers”, allowing for the substantial
completion of the activities specified
in the three-year plan 2017-2019.

Lastly, 50 of Intesa Sanpaolo Private
Banking Agents were involved in the
“Technological innovation to improve
the business” initiative, in the sales
training initiatives in partnership with
the Third-Party Companies and in those
required on compliance issues.

Personal Financial Adviser training is analysed in the graphs below, both with regard

to on-line training and class-based training.

Group training hours in 2019, analysed
by Training Area (%)

Class-based training

Sales & Marketing
4.1

B Advanced Specialisation Course

9.1

Finance

0.1

M Advanced Training Course

Regulatory and 13.2

vocational refresher training

42.9

%

M Fideuram Course

19.9

M Job Induction

1.2

M Entry to the Profession

7.9

Management Course

0.6

M Advanced Management
Course

1.0

Online training

Advanced Specialisation Course

0.4

M Finance
I Sales & Marketing 6.9

\ _
%

M Management Course

0.9

Language Course

0.8

M Product
7.3

M Regulatory and vocational
refresher training

83.4
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MAIN IMPROVEMENT OBJECTIVES FOR 2020

Fideuram and Sanpaolo Invest Networks Training

Our main improvement objectives include the following:

S3IDILVHILS T

1) MiFID Programs: Training programs aimed at covering training requirements under
Art. 81 of Consob Regulation no. 20307 of 15 February 2018

The training initiatives will continue during 2020 with the aim of increasing the skills of Per-
sonal Financial Advisers in specific areas related to MiFID 2 regulation.

2) Wealth Management Adviser Certification

In 2020, the Certification course, developed in conjunction with the Cattolica University in
Milan, will continue with the aim of certifying another group of Executive Personal Financial
Advisers. A similar certification program will also be initiated dedicated to managerial figures.
Personal Financial Advisers and Managers will need to complete the program initially to obtain
the requisite number of hours in order to register for the examination, and then take the actual

exam at the Fideuram Campus with the teaching staff from the Cattolica University in Milan.

Conversely, as regards those in the Top and Executive segments who had already received

certification in the 2018-2019 period, they will attend specific workshops to maintain their

certified competencies.

1IX3INOD LINYVIN "€

3) Launch of the Fideuram Academy (Partners)

Following the opening of the construction site with Key Sales Partners of the Bank to create
a Virtual Academy consisting of multimedia educational contributions made by the same
product companies. Courses entered into a specific area of the online Campus platform, will
first be validated by the Bank and subsequently made available to the Networks. The initiative

IDNVINHO4YId ¥

will be launched in the first quarter of 2020.

Intesa Sanpaolo Private Banking Network Training

The main objectives for 2020 aim to:

e support the actions of enhancing branches, in terms of organisation and managerial and sales
development, through the gradual involvement of all Network figures, with particular refer-
ence to Managers and Team Leaders;

IDNVNYIAOD 'S

e promote and further foster the spirit of identity, sense of belonging and integration;
e disseminate ample knowledge on the subject of behavioural finance issues to enhance busi-
ness management skills;

e continue efforts to raise awareness on the subject of operational risk by promoting a qualified
understanding of the connections between sales activities and corporate compliance.
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Human Capital

EMPLOYEES

Our human resources play a key role in
enabling us to achieve our corporate
objectives. To this end, we constant-
ly invest in the professionalism of our
employees through organisational and
training initiatives that aim to enhance
individual competencies and promote
their development in the Group.

Total Group staff, including second-
ments to and from other companies
in the Intesa Sanpaolo Group not in-
cluded in the scope of consolidation
of the Fideuram Group, as well as
atypical staff, went from 3,335 at 31
December 2018 to 3,179 at 31 De-
cember 2019.

The reduction is attributable mainly
to the centralisation of certain control
functions (Audit and Compliance) with-
in Intesa Sanpaolo.

The breakdown of employees by gen-
der continued to be largely unchanged
from the previous financial year, with
female employees accounting for 45%
of total Group staff while male em-

Fideuram Group employees

ployees accounted for 55%. Group
personnel working in Italy accounted
for 90% of total employees, while
those working outside Italy accounted
for 10%.

Data for 2017 were restated on a like-
for-like basis to take into account the
contribution of the Morval Vonwill-
er Group acquired during the second
quarter of 2018.

31.12.2019 31.12.2018 31.12.2017

Private Banking 2,841 2,997 2,894
Fideuram - Intesa Sanpaolo Private Banking 1,261 1,356 1,362
Intesa Sanpaolo Private Banking 1,392 1,426 1,363
Sanpaolo Invest SIM 16 46 49
Intesa Sanpaolo Private Bank (Suisse) Morval 146 139 101
Morval Bank & Trust Cayman 10 10 12
Intesa Sanpaolo Private Argentina 5 5 -
Morval Vonwiller Advisors 11 15 7
Asset Management 252 249 248
Fideuram Asset Management (Ireland) 66 63 66
Fideuram Bank (Luxembourg) 65 66 66
Fideuram Investimenti SGR 104 103 99
Morval Gestion SAM 3 3 3
Morval SIM 14 14 14
Fiduciary and treasury services 86 89 91
Financiere Fideuram 4 4 4
Siref Fiduciaria © 82 85 87
Total 3,179 3,335 3,233

(*) Restated, to consider the merger of FI.GE. Fiduciaria into Siref Fiduciaria with effect from 1 January 2019

2019 2018 2017

Directors 93 94 95

Executive Management 1,918 2,014 1,976

Professional Areas 1,150 1,197 1,145

Temporary work agency and project work contracts 18 30 17

Total 3,179 3.335 3,233

Men
2019 2018 2017

ITALY OUTSIDE ITALY OUTSIDE ITALY OUTSIDE

ITALY ITALY ITALY

Directors 64 20 66 20 65 20

Executive Management 1,111 98 1,181 96 1,149 98

Professional Areas 364 93 383 97 399 65

Temporary work agency and project work contracts 7 - 11 - 7 -

Total 1,546 211 1,641 213 1,620 183
Women

2019 2018 2017

ITALY OUTSIDE ITALY OUTSIDE ITALY OUTSIDE

ITALY ITALY ITALY

Directors 8 1 8 - 10 -

Executive Management 676 33 703 34 688 41

Professional Areas 628 65 650 67 636 45

Temporary work agency and project work contracts 11 - 19 - 10 -

Total 1,323 99 1,380 101 1,344 86
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EMPLOYEES BY CATEGORY AND GENDER (%)
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Staff contracts

99.4% of Group staff were employed on open-ended contracts (98.8% in 2018).

MEN WOMEN TOTAL
2019 2018 2017 2019 2018 2017 2019 2018 2017
Open-ended 1,750 1,837 1,784 1,411 1,459 1,402 3,161 3,296 3,186
Fixed-term - 6 12 - 3 18 - 9 30
Temporary work agency and project
work contracts 7 11 7 11 19 10 18 30 17
Total 1,757 1,854 1,803 1,422 1,481 1,430 3,179 3,335 3,233
ITALY OUTSIDE ITALY TOTAL
2019 2018 2017 2019 2018 2017 2019 2018 2017
Open-ended 2,851 2,982 2,920 310 314 266 3,161 3,296 3,186
Fixed-term - 9 27 - - 3 - 9 30
Temporary work agency and project work
contracts 18 30 17 - - - 18 30 17
Total 2,869 3,021 2,964 310 314 269 3,179 3,335 3,233

Full Time/Part Time Split

A total of 248 employees, amounting to approximately 7.8% of all staff, were on part-time contracts. Women accounted for
94.4% of them, as this type of contract appeals to them due to the flexibility it offers them in organising their work and meet-
ing family commitments.

MEN WOMEN TOTAL
2019 2018 2017 2019 2018 2017 2019 2018 2017
Full-time staff 1,743 1,844 1,792 1,188 1,233 1,177 2,931 3,077 2,969
Part-time staff 14 10 1" 234 248 253 248 258 264
Total 1,757 1,854 1,803 1,422 1,481 1,430 3,179 3,335 3,233

Personnel by age group

Personnel aged under 50 accounted for 52.9% of all staff at the end of 2019. 50.4% of employees were in the 30 to
50-year-old age group.

DIRECTORS EXECUTIVE PROFESSIONAL TEMPORARY WORK TOTAL
MANAGEMENT AREAS AGENCY AND PROJECT
WORK CONTRACTS
2019 2018 2017 2019 2018 2017 2019 2018 2017 2019 2018 2017 2019 2018 2017
Under 30 - - - 2 5 4 70 91 106 7 11 4 79 107 114
30 to 50 21 23 27 804 882 905 768 794 745 10 18 13 1,603 1,717 1,690
over 50 72 71 68 1,112 1,127 1,067 312 312 294 1 1 - 1,497 1,511 1,429
Total 93 94 95 ) 1,918 | 2,014 1,976 | 1,150 | 1,197 1,145 18 30 17 § 3.179 3,335 3,233
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Average age of personnel
®
2019 2018 2017 Z
Men 49 49 48 a
Women 47 47 46 ‘48 §
Directors 54 53 53 O [} yea rS
Executive
Management = 2 > Average age of personnel
Pofesional Areas E E B Je a9 ol peronne
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%
Personnel by length of service =
a
The largest length of service group was general staff with more than 20 years of service, who accounted for 44.9% of all employ-
ees. 31.9% of employees had between 10 and 20 years’ service, while the remaining 23.2% had under 10 years’ service.
DIRECTORS EXECUTIVE PROFESSIONAL TEMPORARY WORK TOTAL
MANAGEMENT AREAS AGENCY AND PROJECT
WORK CONTRACTS
2019 | 2018 2017 | 2019 | 2018 2017 | 2019 | 2018 2017 | 2019 | 2018 2017 | 2019 2018 2017 -
up to 5 years 1 1 11 230 | 211 175 | 313 | 327 241 18 30 17 572 579 444 %
5 to 10 years 7 8 10 44 57 o5 | 116 | 149 227 - - -1 167 214 332 3
10 to 15 years 13 14 2 212 | 247 233 | 249 | 258 198 - - -] 474 519 453 S
15 to 20 years 26 26 22| 339 366 354 | 173 170 178 - - -] 538 562 554 5
20 to 25 years 10 10 9| 190 184 62 50 52 - - -1 203 250 245
over 25 26 25 21 872 | 943 935 | 237 | 243 249 - - - 1135 ] 1,211 1,205
Total 93 9 95 | 1,918 | 2,014 1,976 | 1,150 | 1,197 1,145 18 30 17 | 3179 | 3,335 3,233

ol

Average length of service of personnel 2
5
A

2019 2018 2017 m

Men 19 19 19

Women 19 19 19 %&%

Directors 19 18 17 1 9

Executive yea rS

Management 22 22 22 Average length of service

Professional Areas 15 14 S st p
Q
<
g
z
5
8
>
>
=

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 159



4. Performance - 4.8 Financial and non-financial results

Human Capital

Education

50.9% of staff have a university degree and/or postgraduate qualification.

MEN WOMEN TOTAL
2019 2018 2017 2019 2018 2017 2019 2018 2017
Degree, Masters or Diploma 908 925 863 709 724 684 1,617 1,649 1,547
Secondary School 770 841 845 660 700 687 1,430 1,541 1,532
Other 79 88 95 53 57 59 132 145 154
Total 1,757 1,854 1,803 1,422 1,481 1,430 3,179 3,335 3,233
TURNOVER

During 2019, there were 172 people joining the company, 84 of which refer to transfers from companies within the Intesa
Sanpaolo Group, while 88 refer to the appointment of resources hired in the market. 52.9% of these new employees were
men and 47.1% were women.

A total of 328 employees left their posts, 139 as a result of transfers within the Intesa Sanpaolo Group and 189 due to termi-
nation of service. 57.3% of these employees were men and 42.7% women.

Turnover by geographical area

2019 2018 2017
JOINING LEAVING JOINING LEAVING JOINING LEAVING
NUMBER % NUMBER % NUMBER % NUMBER % NUMBER % NUMBER %
Italy 150 0.1 302 10.5 225 7.6 168 5.7 191 6.7 94 3.3
Outside Italy 22 7.1 26 0.8 74 27.5 29 10.8 32 12.9 12 4.8
Total 172 5.4 328 10.3 299 9.2 197 6.1 223 7.2 106 34
Turnover by age and gender
2019 2018 2017
JOINING LEAVING JOINING LEAVING JOINING LEAVING
NUMBER % NUMBER % NUMBER % NUMBER % NUMBER % NUMBER %
Men 91 5.2 188 10.7 164 9.1 113 6.3 122 7.0 61 3.5
Women 81 5.7 140 9.8 135 9.4 84 5.9 101 7.4 45 3.3
Total 172 5.4 328 10.3 299 9.2 197 6.1 223 7.2 106 34
2019 2018 2017
JOINING LEAVING JOINING LEAVING JOINING LEAVING
NUMBER % NUMBER % NUMBER % NUMBER % NUMBER % NUMBER %
Under 30 22 0.7 14 0.4 51 447 16 14.0 58 65.2 8 9.0
30 to 50 108 34 131 4.1 190 11.2 76 4.5 126 7.4 29 1.7
over 50 42 13 183 5.8 58 4.1 105 7.3 39 2.9 69 5.2
Total 172 5.4 328 10.3 299 9.2 197 6.1 223 7.2 106 34

Positive turnover (joined 2019/staff at beginning of year) was 5.2%, while negative turnover (left 2019/staff at beginning of

year) was 9.8%.

Total staff turnover (joined+left/average staff) was 15.4% in 2019 (15.3% in Italy and 15.4% outside Italy).

The Group companies outside Italy do not have any internal policies regarding the nationality of recruits or that favour local

people.
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Career development is focused on merit, assessed in relation to results achieved, competencies possessed and individual ability. -
C
%)

Where higher-level appointments are concerned, the management competencies possessed are assessed prospectively to ensu- a

re they are aligned with the related job requirements and accompanied by appropriate abilities and attitudes. 5
)

Career development

2019 2018 2017
MEN % WOMEN % TOTAL MEN % WOMEN % TOTAL MEN % WOMEN %  TOTAL

Promotions to N

Director 1 15 1 1.6 2 1T 12 = - 1 2 24 2 24 4 4]
X

Promotions %

within Executive [

Management 27 403 25 397 52 42 519 18 243 60 34 415 21 253 55 a

Promotions

to Executive

Management 18 26.9 12 19.0 30 14 17.3 11149 25 22 268 11 133 33

Promotions within

Professional Areas 21 313 25 397 46 24 296 45 608 69 24 293 49 590 73

Total 67 100 63 100 130 81 100 74 100 155 82 100 83 100 165
w
<
>
=

Employees on open-ended contracts who are not in managerial assessment systems undergo an annual performance review if 3

they have been present for a period of more than 110 working days in the reference year. %
%
3

\/ CONTRACTUAL RELATIONS

— The National Collective Bargaining Agreement covers all our employees in Italy, who

account for 90% of total Group staff.

The Italian companies in the Group adhere to the following collective bargaining

agreements:

- Agreement for senior managers employed by credit, financial and operating insti-
tutions (approximately 2.5% of employees);

- Agreement for executive managers and professional area personnel employed by
credit, financial and operating institutions (approximately 97.5% of employees).

IDNVINHO4YId ¥

In Italy, collective bargaining agreements provide for the prior information of and
consultation with workforce representatives in cases of significant restructuring,
with a procedure that has a total duration of 45 days at company level and 50 days
at Group-level.

The basic remuneration of women provided for by the National Collective Bargain-
ing Agreement does not differ from that paid to men where either grading or
seniority is concerned.
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The minimum remuneration applicable in the Group for new recruits is likewise
that provided for by the sector National Collective Bargaining Agreement for the
different personnel categories in question. Outside Italy, they are aligned with the
regulatory provisions and cost of living in the countries concerned.

SINIWILVLS TVIDNVNIH 9

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 161



4. Performance - 4.8 Financial and non-financial results

Human Capital

RELATIONSHIPS WITH TRADE UNION ORGANISATIONS

In 2019, information and discussion
meetings, focused on matters of specif-
ic company interest, were held with the
Trade Union Organisations.

We held the annual meetings provided
for in the National Collective Bargaining
Agreement and in the Group Agreement
to present our corporate data and posi-
tion, and also addressed specific problems
regarding staff and work organisation in
the local meetings held in accordance
with the former said agreement.

The welfare agreements provide for a
complex series of measures to support
Group personnel and their families, in-
cluding:

- A Time Bank that builds up a pool of
paid leave contributed in part by the
Group and in part by employees in
the form of voluntary time donations
for the benefit of colleagues who may
need to take more than the contractual
supplementary leave to cope with se-
rious personal and/or family situations.

- Measures to incentivise the take up
of paternity leave, leave for personnel
with serious diseases to attend spe-

VULNERABLE EMPLOYEES

cialist medical appointments, leave to
assist children with learning difficul-
ties, and voluntary additional leave at
35% remuneration up to a maximum
of 15 working days.

- Flexible working from home, from
Group hubs closer to home or at cus-
tomers.

A number of changes were made to the
supplementary health care support pro-
vided by the Group’s Health Care Fund
to meet the needs of larger families and
to cater for substantial dental expenses,
as well as to limit the outlay of spouses
receiving survivor's pensions.

Disciplinary actions

Approximately 49.2% of staff are mem-
bers of a trade union.

Employees spent the equivalent of
1,113 working days on trade union ac-
tivities in 2019.

The Group's regulations - in line with
those of the Intesa Sanpaolo Group -
improve on the provisions of Italy’s na-
tional collective bargaining agreements.
In particular, there are special provisions
regarding flexible working hours, re-
duced lunch breaks, area mobility, leave
for family, personal or study reasons,
part-time employment, pensions and
insurance cover.

2019 2018 2017
Written warning and verbal or written reprimand 17 2 4
Reduction in pay - -
Suspension from service without pay (from 1 to 10 days) 7 4 3
Dismissal for cause or justified reason 1 3 -

Disciplinary penalties for corruption of colleagues
Dismissals for corruption

Staff belonging to categories of vulnerable persons as defined by Italian law No. 68/1999 totalled 193, broken down as follows:

Disabled
Other
Total

2019 2018 2017
152 147 140
41 43 49
193 190 189

Law No. 68/1999 only applies to the Group’s Italian companies.

Approximately 4,329 days of leave were granted in the year to employees with serious illnesses or to care for family members

with serious diseases.
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DEVELOPMENT OF HUMAN RESOURCES

142,832

Training hours

Training 2019 continued the work of
consolidating the actions undertaken
in previous years, targeting further en-
hancement of those managerial, behav-
ioural and specialist skills that are more
functional in supporting and accelerat-
ing the changes taking place in the or-
ganisation.

The teaching methods were modulated
with a view to exploiting the full po-
tential of the available advanced tech-
nologies, reserving physical-attendance
actions to those professional and or-
ganisational contexts in which the cen-
trality of relationships, quality of service
and teamwork make it essential to ac-
tivate experiences based on interactive
dynamics and the sharing of views and
experiences with other people.

The main activities were as follows:

MANAGEMENT TRAINING PRO-
GRAMMES

¢ Inclusive leadership, a session ded-
icated to the Top Management of the
Division, focusing on Diversity and In-
clusion, issues on which the Group is
placing increasing attention and sen-
sitivity, systematically investing in ini-
tiatives aimed at spreading a culture
directed towards the promotion of
these values.

Periodic meetings for Division
Heads, which for several years have
provided an important opportunity
for dialogue, exchanging views and
communicating with senior man-
agement. These events are often
enriched by qualified testimonies
provided by representatives from the
world of finance, business and aca-
demia, with the intention of offering
participants food for thought on typ-
ically company-based topics and on
current issues that can be useful in

encouraging a wider and more ar-
ticulate reading of their own profes-
sional context.

Coaching actions, on a one-to-one
basis and in groups, to maximise in-
dividual potential and the growth
of personal and system awareness.
These initiatives, in line with the prac-
tices initiated in Fideuram in 2011,
are also possible thanks to the work
of a competent community of internal
coaches, including experts from the
Private Banking Division, operating
across-the-board within the Group.
Phigital Laboratories (physical +
digital), launched in 2018 and ded-
icated mostly to newly-appointed
managers to build on their role pro-
file, increasing their cultural aware-
ness in the field of Diversity and de-
veloping their abilities to have positive
effects on their own professional
environment, through the exercise of
resilient leadership and a conscious
sensitivity towards the welfare of the
organisation.

UpPER: the new system of perfor-
mance management, an initiative
organised into physical attendance
learning and distance learning, which
aims to provide all managers with
the necessary knowledge on how to
manage and use the new system of
employee appraisal.

APP Scuola dei Capi (School of
Managers), distance learning initia-
tive to facilitate manager familiarisa-
tion with the digital tool of the same
name, which makes a wide range of
info-educational content usable with
maximum flexibility in terms of times
and access, and enables customised
pathways consistent with each per-
son’s areas of managerial enhance-
ment, thanks to a special Digital
Trainer.
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INITIATIVES FOR INDIVIDUAL UNITS/
SPECIFIC PROFESSIONAL SKILLS

e Cohesion, trust and cooperation
in High Net Worth Individuals,
teambuilding for the HNWI central
department in Intesa Sanpaolo Pri-
vate Banking aimed at improving
internal collaboration and with the
Branches. The action was the first in
the context of the enhancing process
for the HNWI department that has
gradually involved all sales figures in
that area, with the aim of promot-
ing a professional approach based
on the full exploitation of specialist
skills available internally and in the
Network with a view to providing
customers with an increasingly high-
er quality service.

The HR team, a modular path for
the HR Heads, operating both in Italy
and abroad, with the objective of en-
hancing their level of cooperation and
communication and of facilitating
the functioning of the previously-re-
newed organisational set-up.

¢ Parliamo insieme del nostro fu-
turo: progetti, scenari e...la nostra
squadra (Let’s talk together about
our future: projects, scenarios
and...our team), for the Discretion-
ary Accounts and Insurance Products
unit, focusing on sharing and devel-
oping knowledge related to internal
projects through interactive methods
with a view to enhancing proactive
contributions and team spirit.

Lean Banking, training project ap-
plied to improving processes, which
was started in 2016 and has allowed
a large number of resources (about
80) during this time to acquire specific
skills in the use of Lean Six Sigma sys-
tem and to adopt its related protocols
in order to propose and implement
operational innovation  solutions.

IDNVNYIAOD 'S IDNVINHO4YId ¥ 1IX3INOD LINYVIN "€ S3IDILVHILS T 13AO SSANISNG "L

SINIWILVLS TVIDNVNIH 9




4. Performance - 4.8 Financial and non-financial results
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Thanks to the increasing across-the-
board nature of participants coming
from a wide range of corporate struc-
tures, they were able to work on a
range of diverse areas including both
sales and back office.

Getting to know ISPB, a distance
learning initiative for new entries
to Intesa Sanpaolo Private Banking,
aimed at helping people understand
the main business operation mecha-
nisms.

Enhancing IT skills, through actions
aimed at developing knowledge on
“Micro Services” technologies in
support of the Alfabeto platform, on
the SAS and Access applications for
the management of advanced da-
tabases and, with a view to contin-
ued professional upgrading, on the
Office tools, particularly Excel and
PowerPoint.

IT Security, given the continuous de-
velopments in the subject and its im-
plications for business operations, this
is an area where intensive educational
efforts have been made to ensure the
successful updating of staff on IT risk
assessment issues, in both Italian and
foreign companies.

Training by subject matter

M Languages

8.2
Specialist

1.9

Information
Technology

0.8

i

e Compliance, through a systematic
process of raising people’s aware-
ness about industry regulations. The
key actions, supported by the Parent
Company’s Apprendo platform fo-
cused on:

- CONSOB Annual update for those
supervising activities related to the
provisions in the MIFID Regulation.

- Anti-money laundering, with the
completion of the three-year plan
2017-2019.

- Legislative Decree 231/01 and An-
ti-corruption.

- Privacy and Data Protection.

- Health & Safety, with the release of
new versions of the online courses
and classroom sessions for Members
of the Emergency teams.

e Language training, mainly fund-
ed by industry funds, which involved
about 270 people provided through
physical attendance, via telephone
and on-line platform.

e Specialisation courses, initiat-
ed c/o major training schools and
external institutions, dedicated to
professionals requiring qualified in-
depth study on particular subjects,
such as wealth management, finan-

W Management

16.0

M Sales & Marketing

5.2

%

Operations

36.1

M Lending

1.4
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cial and economic analysis, predic-
tive risk models, digital innovation,
trusts and fiduciary trusteeship,
anti-money laundering and, more
generally, directed towards the con-
solidation of distinctive knowledge
of the banking world.

Where compatible with the training
needs, spaces made available by insti-
tutions active in charity projects were
also used in 2019, so as to provide
them with concrete support for their
initiatives in the social and humanitari-
an fields. Moreover, within the scope of
the provisions of Italian Legislative De-
cree no. 254/2016 (respect for human
rights, sensitivity to social and environ-
mental issues and prevention of risks of
corruption) and in order to facilitate the
voluntary blood donation activities of
the internal association which sustains
the initiative, Fideuram made premises
available, generally used for training, at
the Rome office in Piazzale Giulio Dou-
het 31.

Lastly, the Division is also taking part in
the training programmes provided by
Intesa Sanpaolo for staff belonging to
the vulnerable categories.
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Training by type of delivery
2019 2018 2017 R
Class-based training 40,814 54,102 46,152 g
wv
Distance learning 102,018 77,760 36,489 é
Total hours of training delivered 142,832 131,862 82,641 £
S
No. of participants 3,015 2,976 2,366
Average hours per participant (No.) 47 44 35
Training by category and gender ~
(average hours per person) =
>
2019 2018 2017 @
wv
Directors
Men 40 45 33
Women 67 57 33
Executive Management
Men 55 51 40
w
Women 54 49 39 <
%
~
m
Professional Areas 3
=z
Men 35 33 27 5
b1
Women 35 33 25
Health and safety training
E-
B
m
2019 2018 2017 g
Training hours (No.) 4,022 1,123 2,277 E
>
No. of participants 752 118 387 =
m
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Dedicated induction training programmes are provided for new staff, and targeted
refresher training programmes are provided for staff who are changing positions.

During 2019, particular attention was paid to issues on the prevention of corruption
by implementing specific training programs focused on the changes in legislation
and with particular reference to content related to operational areas that are sen-

sitive to the subject.

Dedicated corruption prevention training

(%)

Directors
Executive Management
Professional Areas

Training hours (No.)
No. of participants

2019 2018 2017
2.1 0.6 2.2
62.9 70.0 63.7
35.0 29.4 34.1
10,453 1,800 2,201
2,770 1,006 651

Training on Italian Legislative Decree No. 231/2001

Training hours (No.)
No. of participants

2019 2018 2017
12,592 99 316
2,422 59 185

EMPLOYEE HEALTHCARE, PENSIONS AND SERVICES

In line with Intesa Sanpaolo’s human

resource management policies and re-

lated tools, we offer a complete spec-
trum of staff benefits and concessions,
including:

e supplementary pension scheme;

e supplementary health care;

e accident insurance covering activities
at work and outside work;

e company obligations in the event of
the death in service or total perma-
nent disability of employees;

e special staff conditions for bank trans-
actions and loans.

The Group includes company welfare in
its internal regulations, offering its em-
ployees flexible work solutions such as
leave, parental leave, flexible start and
finish times, part-time work, flexible
working and a time bank. Provision is
also made for special economic terms
and benefits, including for families of
children with disabilities and for recre-
ational and sports clubs.

These benefits are the same for full-
time and part-time employees.

Parental leave

2019 2018 2017
Number of employees who took parental leave 142 148 183
Men 18 17 35
Women 124 131 148
Number of employees who returned at end of leave 119 125 155
Men 17 15 34
Women 102 110 121
Number of employees who returned and were still employees
of the bank for the next 12 months 116 144 163
Men 14 34 28
Women 102 110 135
Parental leave return rate' 84% 84% 85%
Men 94% 88% 97%
Women 82% 84% 82%
Retention rate of returned employees who were
still employees? 93% 93% 90%
Men 93% 100% 100%
Women 93% 91% 88%

1. Calculated as the number of employees who returned to work at the end of their leave over the number of employees who
took parental leave

2. Calculated as the number of employees who took parental leave in previous year, returned to work in the subsequent
12 months and were still employees at current year over the number of employees who took parental leave in previous year.
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SUPPLEMENTARY PENSION FUNDS

Almost all the employees of Fideuram and the Italian companies in the Group pay voluntary contributions to Sup-
plementary Pension Funds.

The supplementary pension scheme offers employees the benefits of company contributions, the option of early
withdrawals and tax relief at the marginal rate on contributions paid.

13AO SSANISNG "L

Outside ltaly, subsidiaries Fideuram Asset Management (Ireland), Fideuram Bank (Luxembourg) and Intesa Sanpaolo Private
Bank (Suisse) Morval have each set up a supplementary pension scheme for their employees. The related group policies, which
comply with all the relevant local supplementary pension scheme legislation, have been taken out with life insurance companies
authorised to operate in Ireland, Luxembourg and Swiss.

HEALTH AND SAFETY

S3IDILVHILS T

@@ The Group’s commitment to occupational health and safety starts with the creation and management
of working environments to ensure respect for all the relevant regulations and standards, including full
v U compliance with current legislation. The Accident Prevention, Safety and Environmental Protection Ser-
ﬁ vice ensures that occupational health and safety, and environmental protection laws and regulations

are complied with correctly.

A total of 101 occupational health and safety inspections were carried out across the Group in 2019. During
the year, 644 working days were lost due to work-related accidents involving 32 employees. Only 10 of these accidents hap-
pened in the workplace, while the remaining 22 happened while travelling between home and work.

1IX3INOD LINYVIN "€

No employees in the Group were engaged in professional activities where a high percentage of practitioners suffer from or are
at a high risk of acquiring specific diseases.

There were no robberies on Fideuram premises in 2019.

. *

Health and Safety: rates™ 5
m
£
o
=

2019 2018 2017 g
=
ITALY OUTSIDE ITALY ITALY OUTSIDE ITALY ITALY OUTSIDE ITALY [a]
MEN WOMEN MEN WOMEN MEN WOMEN MEN WOMEN MEN WOMEN MEN WOMEN
Accident rate 0.71 1.37 4.60 - 1.70 1.67 1.14 4.80 0.38 2.36 - 4.57
- at work 0.24 0.64 - - 0.66 0.79 - 1.20 0.08 1.09 - -
- travelling 0.47 0.73 4.60 - 1.03 0.88 1.14 3.60 0.30 1.27 - 4.57

Occupational illness

rate - - - - - - - - - - - -

Accident severity rate 16.25 31.94  50.55 - 39.52 34.69 1.14 43.20 8.35 55.34 - 84.62 ”

Absentee rate 4.48% 564% 2.79% 5.92% 4.13% 505% 2.42% 3.51% 3.76% 5.61% 1.72% 4.54% g
B
=4
z

(*) The accident rate is the ratio of the total number of accidents in the year to the total number of theoretical working hours, multiplied by 200,000. a

The occupational illness rate is the ratio of the total number of occupational illness claims divided by the total number of theoretical working hours, multiplied by 200,000.

The accident severity rate is the ratio of the total number of working days lost (to accidents at work and occupational illnesses) to the total number of theoretical working hours, multiplied
by 200,000.

The absentee rate is the ratio of the total number of days lost (due to illness, accidents, public service leave, leave for blood donations etc., leave pursuant to Italian Law 104/92 and trade
union meetings/strikes) to the total number of theoretical working days of employees at period end, shown as a percentage.

The adopted standardisation factor of 200,000 is as provided for by the Global Reporting Initiative (GRI) and is derived from 50 working weeks at 40 hours per 100 employees

There were no occupational illness claims by or serious accidents involving employees. z
z
8]
>
9
=
<
Z
a
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Accidents by type

(No.) 2019 2018 2017
ITALY OUTSIDE ITALY OUTSIDE ITALY OUTSIDE
ITALY ITALY ITALY
Accidents driving vehicles 10 1 19 2 10 1
Falling/Slipping 4 16 1
Raids -
Other 8 7 19 5 -
Absence rate according to reason (out of theoretical working days)
(%)
2019 2018 2017
MEN WOMEN MEN WOMEN MEN WOMEN
lliness 2.86 4.09 2.75 3.39 2.69 3.86
Accidents 0.08 0.11 0.13 0.13 0.03 0.21
Personal and family reasons 0.52 0.64 0.44 0.65 0.31 0.77
Public service leave 0.08 0.01 0.05 - - -
Blood donor leave 0.07 0.02 0.08 0.03 0.07 0.03
Leave pursuant to Italian Law No. 104 0.53 0.73 0.44 0.62 0.49 0.68
Other 0.14 0.06 0.04 0.11 0.02 0.03

(*) The absence rate is the ratio of the total number of days absent to total theoretical working days (220) shown as a percentage

SOCIAL, ENVIRONMENTAL, AND
REPUTATIONAL RISK CONTROL

Effective risk management and control are es-
sential to ensure the dependable and sustainable
creation of value to protect the Group’s financial
soundness and reputation. The 231/2001 Model
includes environmental offences, including those
which entail administrative responsibility if com-
mitted by an employee, and supplemented with
a memorandum setting out the principles all em-
ployees are required to adopt to prevent the risk
of committing environmental offences.

SOCIAL AND ENVIRONMENTAL
RISK MANAGEMENT IN LENDING:
ENVIRONMENTAL OFFENCES

The assessment of environmental risk in lending is
not limited to large projects, but extends to all the
loans granted to any of our different types of cus-
tomers. A thorough assessment of these potential
risks also mitigates the risk of environmental offenc-
es being committed. The 231/2001 Model has for
years included environmental offences as a sensitive
area, recognising that offences in environmental
criminal law entail the administrative responsibility
and consequentially indirect responsibility regarding
our customers’ actions.

CONTROVERSIAL SECTORS

Underlining the importance Fideuram attributes to
ethics and consistent conduct marked by rigour and
integrity, we have adopted the Code of Ethical Con-
duct and the Group Internal Code of Conduct of
Intesa Sanpaolo, assuming our responsibilities as a
financial intermediary and adopting a specific Envi-
ronmental Policy.

ASSESSMENT AND MANAGEMENT OF
REPUTATIONAL RISK

Fideuram recognises the extreme importance of rep-
utational risk, which is assessed in the compliance
risk management system, in the conviction that
respect for the law and regulations, together with
high standards of propriety in all business relations,
are essential in banking.

Fideuram has adopted the Intesa Sanpaolo Group
Code of Ethical Conduct with the objective of ex-
plicitly managing certain reputational risks connect-
ed with its stakeholder relations. The Code estab-
lishes a framework of voluntary commitments to all
our stakeholders, in accordance with which we have
committed to international standards, issued poli-
cies for the most sensitive areas, and set improve-
ment objectives every year as part of our non-finan-
cial reporting management process.

Following this decision, we have put in place a series
of tools to monitor implementation of the related
commitments and achievement of the specified im-
provement objectives.
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» 4.8.5 Relational capital

\, Relational capital includes resources attributable to the Group’s relations with

© its key stakeholders, necessary to enhance its image, reputation and customer

satisfaction.

Fideuram and Sanpaolo Invest Networks - Average length of customer relationship (years)
Intesa Sanpaolo Private Banking Network - Average length of customer relationship (years)

Complaints (no.)

NPS - Net Promoter Score (no.)

CSI - Customer Satisfaction (%)

Client Assets of in-house ESG products (€m)

2019 2018 2017
13.2 13.0 13.0
12.8 11.8 11.5
1,929 1,581 1,341
47 -
8.5 -
301.2 115.4 51.7

MATERIAL TOPICS

WHY TOPICS ARE MATERIAL

CORPORATE POLICIES

Security and management of cus-
tomer portfolios
Monitoring of Personal Financial Adviser-
customer relationships

Reinforcement of customer retention
measures

Customer satisfaction
Effective management of customer re-
ports and complaints to improve service
Accessibility of services for customers
with physical disabilities

Development of sales Networks
and quality of service offered
Financial education and promotion of a
culture for responsible investment man-
agement

Consolidation of the Sales Network

One of the principal aims of the Group
is to nurture its customer relationships
and their satisfaction. In this context,
monitoring complaints assumes stra-
tegic importance since it allows one to
identify the reasons for dissatisfaction
and the actions that should be taken
to protect customer relationships.

Greater awareness of customers’ fi-
nancial expertise also strengthens the
dialogue between Personal Financial
Advisers and the customers them-
selves. The Group believes it is impor-
tant to disseminate a financial culture
among its existing and potential cus-
tomers. For this purpose, it promotes
institutional events and personalised
meeting events where specific finan-
cial facts and concepts are presented.

The Group believes that proper relations
with customers must be based on shared
corporate values and on respect for hu-
man rights in all products and services pro-
vided to customers. The Group bases its
customer relationships on the principles of
fairness and transparency, placing them at
the centre of its own approach to main-
taining a constant dialogue to grasp their
real expectations, dedicating special atten-
tion to including more vulnerable social
classes in financial transactions. The right
to Privacy of personal and sensitive data,
to non-discrimination on the basis of gen-
der, age, ethnicity, religion, political and
trade union affiliation, sexual orientation
and gender identity, language or different
abilities, and the right to health and safety
of customers chosen according to their im-
portance and interpreted within the cor-
porate context, are integrated in the Code
of Ethical Conduct and applicable corpo-
rate regulations.

In compliance with Bank of Italy regulations
governing complaint management, cus-
tomers may contact the Complaints Office
with any complaints they might have.
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CUSTOMERS

MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

Design of controlled risk solutions for the investment
of liquidity capable of satisfying the need to protect
capital.

During 2019, the range of products on offer was extend-
ed with various controlled risk solutions with a view to safe-
guarding investments and in particular:

- Non-managed asset solutions issued by Banca IMI in the
form of Equity Protection Certificates on equity indices and
baskets of equity indices, with complete protection of the
principal on maturity and participation in the performance
of the underlying securities, with or without a cap.

- Managed asset solutions including the Foglio Obiettivo Pro-
tezione 2026, which allows participation in the growth of
international markets with the aim of preserving the princi-
pal on maturity over a defined time horizon.

- Life insurance asset solutions including the Fideuram Vita
Garanzia and Valore 2, a Class | policy with VivaDue seg-
regated management, and 3 multi-class, foreign private in-
surance policies.

Reinforcement of the products and services platforms with
upgraded investment solutions and contractual options to
address long-term issues and short-term opportunities across
the various customer segments, with a special focus on HNWI.

In 2019, Fideuram strengthened its product and service plat-
forms to respond to the development in customer require-
ments and to seize the opportunities offered by the mar-
kets. With this in mind, Fideuram Multibrand was further
enhanced, the offering of a la carte funds, with particular
attention paid to solutions involving an environmental, social
and governance sustainability logic (ESG).

Moreover, operations on the private markets continued

through the Fideuram Alternative Investments platform with

the launch of FAI - Mercati Privati Europei.

The discretionary account platforms of Fideuram Investimenti

were enhanced through the inclusion of new solutions, in

particular:

- on the Folios platform, a number of proposals were cre-
ated over defined time horizons with balanced, bond-type
investments and with progressive investments on equity
markets to reduce the risk of market timing. As regards the
services component, the assignment of funds was activated
through an automatic integrated process;

- a line of progressive investments on the equity markets was
created on the Omnia platform and the solutions dedicated
to Private Banking customers were enhanced.

Within the scope of insurance products, there was a revision
of the offering of the Fideuram Vita Insieme Unit Linked prod-
ucts with new access thresholds for the version aimed at Pri-
vate Banking customers and the introduction of new internal
funds, one of which was created with a step-in logic and one
with an ESG approach, whereas for the component aimed at
the HNWI customer segment, the Private Insurance platform
was reinforced with the conclusion of new agreements with
leading foreign-based Insurance Companies.
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Increase in the level of information provided to customers in
the pre-contractual and subsequent phases, paying particular
attention to costs and benefits, returns and suitability of the
portfolios.

In 2019, the Division consolidated its own service model in ac-
cordance with MiFID2 regulations and in terms of enhancing
investors’ transparency, and protection, through:

- raising the quality and quantity level of information to be pro-
vided to customers;

- specifying, during the reporting phase, the impact of effective-
ly-incurred costs on the returns obtained by customers with
information on the incentives received by the Group;

- improving transparency in relation to the characteristics of the
products, services provided and the costs charged for them;

- the implementation of product governance processes assur-
ing product appropriateness in terms of their characteristics
and target customers over their entire life cycle;

- continuous and certified updating of the expertise and knowl-
edge of staff assigned to providing advice and maintaining
contacts with customers.

Continuation of the Alfabeto developments with an improved
user experience in navigating the website, especially when us-
ing the digital interaction tools.

During 2019 and with a view to complying with the regulato-
ry provisions introduced by the European Directive on digital
payments (PSD2), the login page of Alfabeto was completely
re-designed in line with the developments for Fideuram On-
line, thus offering the customer the same form of user expe-
rience within the available Online Services.

In order to improve interaction between customers and Per-
sonal Financial Advisers, an alerting system was developed
and released, which advises Personal Financial Advisers via
their own Alfabeto, if one of their customers decides to inde-
pendently update their due diligence questionnaire.

Implementation of the Advisory platform to facilitate relations
between Personal Financial Advisers and customers.

During 2019, the scope of customers, who Personal Finan-
cial Advisers can manage, was completed within the Advisory
platform, with the inclusion of the joint account-holder cus-
tomers, the Third-Party Fiduciary Companies and other types
of customers.

With the introduction of the new “Products Report”, the
Personal Financial Advisers have been provided with a new,
modern and efficient reporting tool that allows them to have
an immediate, simple and easy-to-customise snapshot of the
customer’s financial position.

Organise local customer events that examine matters of cur-
rent interest and support a greater understanding of them.

A number of customer events were organised during 2019
with the aim both of consolidating the loyalty of our top
customers and of developing new contacts. These initiatives
helped strengthen personal relationships and create a strong-
er financial culture. Most of our customer events focused on
financial education topics of significant current interest, such
as asset protection, the protection of household assets and
succession management, with a focus on the protection and
transfer of assets under the latest tax regime, in all cases high-
lighting the importance of advisory support.
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The Group has developed its own distinctive customer service model over the years, characterised by the completeness and
quality of support provided. The Group principally operates in the Private Banking and High Net Worth Individual segments,
providing a service that offers substantial added value in the form of advisory support delivered through highly-professional
Personal Financial Advisers.

Analysis and a close understanding of our customers enable the Group to extend and develop its services in line with its
customers’ evolving needs.

AVERAGE LENGTH OF : :
:  CUSTOMER RELATIONSHIP © : AVERAGE LENGTH OF
: FIDEURAM AND SANPAOLO : : CUSTOMER RELATIONSHIP :
: INVEST NETWORKS i ¢ INTESA SANPAOLO PRIVATE :
Do BANKING NETWORK :

1 3 yedrs 1 3 years

CUSTOMER

RETENTION RATE  ©:  NEW CUSTOMER
X RATE

9% g

172 —— Integrated Annual Report 2019 Fideuram - Intesa Sanpaolo Private Banking



Relational capital 4.8 Financial and non-financial results

CUSTOMER PROFILE

Fideuram and Sanpaolo Invest Networks

2019 2018 2017
No. of Customers (thousands) 740 718 695
Client Assets (€m) 121,794 106,388 108,037
Intesa Sanpaolo Private Banking Network

2019 2018 2017
No. of households (thousands) 38 37 36
Client Assets (€m) 111,854 99,074 101,244

DISTRIBUTION OF CUSTOMERS
BY AGE

The age profile of our customers has
not changed significantly in recent
years, with the majority being in the
53 - 67 age group (33% of customers
with the Fideuram and Sanpaolo Invest
Networks and 26% with the Intesa
Sanpaolo Private Banking Network) and
in the over-67 age group (30% of cus-
tomers with the Fideuram and Sanpao-
lo Invest Networks and 53% with the
Intesa Sanpaolo Private Banking Net-
work), segments of the population that
combine high income with substantial
assets and property.

Fideuram and Sanpaolo Invest Networks

No. of customers (thousands)

2019 % 2018 % 2017 %
up to 32 years 65 9 60 9 55 8
33 - 42 years 73 10 72 10 71 11
43 - 52 years 133 18 135 19 137 20
53 - 67 years 235 33 227 32 218 32
over 67 215 30 207 30 198 29
Total (*) 721 100 701 100 679 100
(*) Excluding legal persons.
Intesa Sanpaolo Private Banking Network
No. of households (thousands)

2019 % 2018 % 2017 %
up to 32 years 5 13 5 14 4 11
33 - 42 years 1 3 1 3 1 3
43 - 52 years 2 5 2 5 2 5
53 - 67 years 10 26 10 27 10 28
over 67 20 53 19 51 19 53
Total 38 100 37 100 36 100
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DISTRIBUTION OF CUSTOMERS
BY LENGTH OF RELATIONSHIP

The average length of relationship in
2019 was 13 years for the Fideuram
and Sanpaolo Invest Networks and also
for the Intesa Sanpaolo Private Banking
Network. These statistics testify to the
strong customer loyalty built over years
of stable relationships with our Personal
Financial Advisers.

DISTRIBUTION OF CUSTOMERS
BY GEOGRAPHICAL AREA

As in previous years, the majority of our
customers in 2019 were residents of
the Central and Northern Regions of It-
aly, where most of the country’s wealth
is concentrated (87% of customers
with the Fideuram and Sanpaolo Invest
Networks and 93% with the Intesa San-
paolo Private Banking Network).

Fideuram and Sanpaolo Invest Networks

No. of customers (thousands)

2019 % 2018 % 2017 %
0 -1 years 87 12 89 13 84 12
2 - 4 years 122 16 116 16 112 16
5-7 years 100 14 93 13 88 13
8- 10 years 76 10 67 9 64 9
11 - 20 years 180 24 193 27 201 29
over 20 175 24 160 22 146 21
Total 740 100 718 100 695 100
Intesa Sanpaolo Private Banking Network
No. of households (thousands)

2019 % 2018 % 2017 %
0 -1 years 3 8 2 5 2 5
2 - 4 years 6 16 6 16 5 14
5 -7 years 5 13 5 14 5 14
8- 10 years 4 10 4 " 5 14
11 - 20 years 14 37 14 38 14 39
over 20 6 16 6 16 5 14
Total 38 100 37 100 36 100
Fideuram and Sanpaolo Invest Networks
No. of customers (thousands)

2019 % 2018 % 2017 %
North-East 158 21 153 21 148 21
North-West 282 38 273 38 264 38
Central Italy 207 28 200 28 194 28
South 61 8 60 8 58 8
Islands 32 5 32 5 31 5
Total 740 100 718 100 695 100
Intesa Sanpaolo Private Banking Network
No. of households (thousands)

2019 % 2018 % 2017 %
North-East 9 24 9 24 8 22
North-West 20 53 19 52 19 52
Central Italy 6 16 6 16 6 17
South 2 5 2 5 2 6
Islands 1 2 1 3 1 3
Total 38 100 37 100 36 100
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Geographical distribution of Fideuram
and Sanpaolo Invest customers

e

Number of
Customers

0-5,000
M 5,000 - 10,000
10,000 - 20,000
20,000 - 50,000
M 50,000 - 100,000
M 100,000 - 150,000

EXTERNAL COMMUNICATIONS

Media relations have always played
a prime role in Fideuram’s external
communications.
Our community of stakeholders was
again kept informed of the most impor-
tant developments regarding the Group,
its Networks and its subsidiaries in 2019
through dedicated articles, interviews,
press releases, editorials and other contri-
butions published in leading newspapers.
The related units put our results in the
public eye, enabling us to provide de-
tailed information on the trends that
led to these results, along with insights
into the projects and new develop-
ments we are working on, duly high-
lighting the Group’s pioneering role in
the provision of financial advisory and
private banking services in Italy, as well
as in the technological support we pro-
vide our sales networks.

The main subjects reported on during

the year included:

e our quarterly, half-year and annual
financial results, which demonstrated
the strength of a winning model in
terms of assets and profitability, even
in complex market conditions;

e the business of foreign activities and
new expansion projects;

e the steady growth of our Advanced
Advisory Services, with client assets
that exceeded €38.8bn;

e the professional development of the
Personal Financial Advisers, the ded-
icated training programs, the courses
provided through Fideuram Cam-

pus, including the wealth manage-
ment adviser certification, attained
by 400 Personal Financial Advisers of
Fideuram and Sanpaolo Invest;

 updates on certain products including
Fideuram Folios and the fourth alter-
native investment fund FAI - Mercati
Privati Europei;

® our recruitment results and articles on
our Personal Financial Advisers;

¢ local events;

e the opening of new offices;

e |ocal editorial content;

e innovation and technology as facili-
tating tools for our business, with the
aim of helping define new logics for
the financial advisory service.

In 2019, members of the Group’s man-
agement team took part in round tables
and gave interviews in which they were
able to outline the most significant in-
itiatives undertaken. The Group’s fund
managers gave numerous interviews to
the specialist press and sector TV, and
took part in surveys, commenting on
market performance and the main fi-
nancial industry trends.

In addition, the excellent income and
growth results achieved in 2019 and
interest shown by industry operators
towards the Intesa Sanpaolo Private
Banking service model allowed further
consolidation of the Bank’s visibility in
leading economic and financial news-
papers including online versions, and

Geographical distribution of Intesa Sanpaolo
Private Banking customers

on television channels specializing in
economic and financial issues. The top-
ics of greatest interest were:

e the private banking market, the busi-
ness model and customer segmenta-
tion, sales and income results, the in-
novative services released also within
the technological and digital field;
the VIEW Advanced Advisory Servic-
es and the Private Banking Advanced
Advisory Services, the distinctive ser-
vice offered relating to managed as-
sets and private insurance;

wealth management, with dedicated
branches in Italy, featuring products and
services designed for HNWI customers
and all-round wealth management. An
important focus on succession man-
agement, high sustainability social and
environmental investments (ESG invest-
ments), philanthropy, real estate adviso-
ry and art advisory services, and services
targeting business owners, made possi-
ble both by the dedicated management
departments and synergy with Intesa
Sanpaolo Group departments;
investment strategies and diversifica-
tion of the various asset classes, our
open architecture services platform
and a distinctive offering on the man-
aged asset and insurance solutions
market. Fund investment solutions
were presented. These consisted of a
selection of the best strategies to be
applied in different asset classes to
respond to the needs of customers
having diversified allocations.
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The top management of the Bank also
continued to participate at press con-
ferences, meetings and round tables on
economic and financial issues. In addi-
tion, we should mention their partici-
pation at important events in the world
of art (miart 2019), shipping (Genoa
Shipping Week), real estate (Nomisma
Annual Convention) and sport (golf,
amateur cycling, equestrianism).

FINANCIAL STATEMENT
OSCARS

~ Fideuram - Inte-
Sl sa Sanpaolo Pri-
\ vate Banking was
Oscar di Bilancio 5 finalist in the
55° edizione | 12 novembre 2019 "NOI’\-“Sted com-

panies and finan-
cial entities” category during the 55th
Edition of the Financial Statements
Oscars, held on 12 November 2019.
This is the prestigious and historic
prize awarded by FERPI (Italian Feder-
ation of Public Relations) for financial
and non-financial reporting.

PROMOTING A FINANCIAL
CULTURE

The Fideuram Group believes it is im-
portant to disseminate a solid financial
culture among its customers.

Increased financial awareness helps fos-

ter a common language and strengthen

the dialogue between our customers
and their Personal Financial Advisers,
which has always been a cornerstone of
the Group’s mission and service model.

Financial culture means awareness in

relations, in setting objectives, in clarity

of choice and in a shared understand-
ing of the associated risks and oppor-
tunities.

We therefore organised a wide range

of initiatives promoting financial culture

for existing and potential customers in

2019:

e the organisation of events and finan-
cial workshops, designed to provide
information on topics of particular
relevance and importance for cus-
tomers. These events were organised
throughout the country and dealt
with issues such as asset protection,
the importance of advisory servic-
es, succession management and tax
safeguards,  behavioural finance,
and solutions for investing in the
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real economy through private mar-
kets. The aim is to bring the world of
management close to the world of
distribution with contributions from
professionals from both inside and
outside the Group, academics and
managers from Fideuram and from its
most prestigious partners;

publication of the magazine Private
News, which highlights and discusses
topics of general interest. The elev-
enth issue was dedicated to globalisa-
tion: a complex and undoubtedly re-
lentless phenomenon, whose impacts
in our world are highly significant.
The twelfth issue examined in great-
er depth the topic of investments in
real assets and, in particular, private
assets, an extremely wide universe
of investments which up to now was
dedicated exclusively to institutional
investors, but which is now also open-
ing up to private investors with new,
interesting investment opportunities;
a new communication project which
involves the weekly screening of a
snippet on financial education pro-
duced by Key TV. These snippets,
intended for transmission directly to
customers, and not through social
networks, have the objective of ex-
plaining in simple terms the some-
times complex language which the

YR B
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media generally use in addressing
economic and financial issues;

e Intesa Sanpaolo Private Banking con-
tinued to publish “Private Top”, a
monthly global asset management
newsletter for customers subscribed
to the Private Top platform, with con-
tributions from the Intesa Sanpaolo

Research Department and quarterly
reports on the property market from
Nomisma and on the art market from
Eikonos Art. On a quarterly basis, an
extract on the property market is pub-
lished on the Bank’s public website.
This year, the publication reached its
hundredth edition: to celebrate the

DEDICATA ALLA GESTIONE GLOBALE DEL SUO PATRIMONIO

NDAMENTO DEI MERCATI
[SUGGERIMENTI OPERATIVI

ADRO ECONOMICO-FINANZIARIO

Nota mensile

COMUNICAZIONE DI MARKETING
A cura di Intesa Sanpaolo Private Banking

Hacotrito a Diezone St Rcerche d nesa Sanpacko

ﬁ INTESA S\NPAOLO
PRIVATE BANKING
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event, a copper-coloured cover was
created in honour of the Bank’s insti-
tutional colour together with a spe-
cial communication for customers to
inform them about and share with
them this important milestone;

the reporting and mailing service was
improved in its layout and in the man-
agement of variable and fixed alerts
and messages of personalised state-
ments for the Private Bank, which can
also be viewed online by those who
signed up to the internet banking ser-
vice, and the preparation of specific
mailings on major regulatory changes
and products in the year;

in line with the MIFID 2 Directive the
first Investment Portfolio Statement
was also issued, the new document
that includes information on costs,
charges, incentives and impact on
returns of investments sent to the
customers. A cover was designed
showing a chromatically-treated pic-
ture, in private banking style, of an
architectural detail of the “Gallerie
d'ltalia — Piazza della Scala” museums
in Milan, a symbol of art and culture
in our country.
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GROUP AWARDS

MORNINGSTAR AWARDS ITALY 2019

] "]]I_I'Ilf [ ] : The 13™ edition of the
. Morningstar Awards Ita-
ly was held on 28 March
at the Circolo Filologico
(Philological Club) in Mi-
lan. As in previous years, the awards were assigned to the funds
that created value for subscribers on the basis of a rigorous pro-
cedure shared throughout Europe.
The designation of Best Large Cap Stock Fund Italy was
awarded to Fideuram ltalia in the Italian Equities category.
Luigi Degrada, who has been manager of the Fideuram lItalia
fund for 16 years, mounted the podium for the third year
running in the Italian Equities category. “He ended 2018 in
the top quintile of the category thanks to lower losses than
his competitors, confirming his prowess as a manager skilled
in navigating the high volatility in the Italian market,” said
Francesco Paganelli, Morningstar fund analyst.

MCORNINGSTAR

CFS RATING: THE 300 BEST FUNDS 2019

| — B LARGE AP The Italian mutual fund
‘3()0 5 sy rating agency, CFS Rat-
I ing, selected two funds

MIGLIORI
] ()\”)] BEST OVER I(h

managed by Fideuram In-
vestimenti for the annual
awards of the “300 Best
Funds — edition 2019": Fideuram lItalia and Fideuram Mas-
ter Selection Equity New World. Fideuram Italia was also
in 2018 among the funds that had achieved best perfor-
mances over the previous ten years, based on CFS Rating
parameters.

Fideuram ltalia is one of the best funds of the last ten years
in the Euro Large Cap Equity funds.

INVESTMENT EUROPE

\/
s

Chiara Mauri from
Fideuram Investimenti
SGR received a prize with-
in the Women In Invest-
ment Awards Italia 2019
in the Fund Selector cate-

‘A“ gory dedicated to women

working as fund selectors in the assessment of funds in Italy.

ITALIAN CERTIFICATE
AWARDS 2019

Intesa Sanpaolo Private Banking
won second prize in the “Special
Award for Best Private Banking Dis-
tribution Network”.

ITALIAN CERTIFICATE
AWARDS 2019

EUROMONEY 2019

The “Euromoney 2019" survey once again ranked Intesa San-
paolo Private Banking among the outright leaders in Italy and
first in the Italian Private Banks category.

Intesa Sanpaolo Private Banking
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CUSTOMER EVENTS

WEALTH MANAGEMENT ADVISORY

13AO SSANISNG "L

We continued to hold meetings on succession management and household asset management, focusing on protecting
and transferring assets under the new tax rules. Many of the traditionally-adopted behaviours in the transfer of wealth are
ineffective in protecting assets: by analysing the principal emotional, social, legal, and tax constraints, the objective of these
meetings is to illustrate the most efficient solutions for protecting assets, consistently with the needs of Italian households.
These meetings were organised locally in cooperation with Alessandro Gallo, a strategic consultant and expert in asset plan-
ning and director at Value & Strategies. Eight major events were held, attended by about 850 guests, including customers,
professionals and Personal Financial Advisers from the Fideuram and Sanpaolo Invest Networks.
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In addition, 17 meetings were organised in 2019 by the Private Wealth Management (PWM) unit of Fideuram. One kind of
meeting on the topic “The Private Wealth Management model of Fideuram - Intesa Sanpaolo Private Banking”, was dedicat-
ed to current and potential customers to illustrate the main characteristics of the PIWM model and how it meets the needs
of Private Banking customers induced by new trends that characterise the national and international social and economic
panorama. In particular, the logical aspects of the model were examined in detail, and also the operational and business
supports and services offered in various fields, such as Financial Products and Lending Offer, Corporate Advisory, Legal and
Tax Advisory Services, Property Services, Art and Luxury. Another series of meetings covered the topic “The Private Wealth
Management model of Fideuram - Intesa Sanpaolo Private Banking: services for business owners” and was dedicated to
business owners, who are current and potential customers, to examine the offer of PWM services in the Corporate field.
These meetings discussed the way that the PIWM model offering is structured with a view to assisting business owners in all
phases of their companies’ life cycle (development of the business plan, search for investors and strategic partners, interna-
tionalisation, sales to industrial partners and private equity funds), and included the illustration of some examples of actual
success stories. The topic of succession management for entrepreneurial households was also examined carefully, focusing
on the tools that can be used to address this issue in a comprehensive manner. Over 1,000 existing and potential customers
attended these two types of events, held in prestigious locations. As examples, it is worth mentioning the ones held at the
Circolo della stampa - Palazzo Ceriana Mayneri in Turin, the Palazzo Verita Poeta in Verona, the Castello di Novara and the
Albereta Relais & Chateaux in Brescia. The unit also organised an event entitled “Protection, safeguarding and transfer of
household assets” at the Villa Montesi in Padua, dedicated to current and potential customers to carefully examine issues
relating to succession management. On this occasion, there were presentations about the solutions that can be adopted
to deal with family succession management (tools for protecting assets such as insurance policies, fiduciary mandates and
trusts) and tools to deal with corporate succession management (M&A operations, L.B.O. and corporate reorganisations).
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FIDEURAM SCENARIO AND SOLIDITY

Fideuram proposed a series of meetings to its current and
potential customers with presentations by Fabrizio Cres-
pi, professor at the Cattolica University and University of
Cagliari. After illustrating the changes in the economic
and financial scenario, characterised by low returns
and market volatility, as well as social and demograph-
ic changes that are reshaping Italian society, the main
errors committed when making investments were
illustrated, raising the awareness of participants
and guiding them towards a different investment
approach, less centred on the search for returns
and more aimed at achieving priority life objec-
tives. The financial needs of Italian households
and succession management were discussed,
highlighting the benefits of financial planning
and the role of the financial adviser. More than
7 such events were organised in Italy’s major
cities, attracting over 280 participants.

BEHAVIOURAL FINANCE

In cooperation with Professor Ruggero Bertelli,
lecturer in Financial Intermediary Economics at
the University of Siena, and other speakers from
Fideuram’s main third-party partners, a series
of meetings were proposed during which it was
demonstrated how behavioural finance can as-
sist in supporting investment choices, helping to
manage emotions, so as to avoid the systematic
errors typical of this new context of uncertain-
ties, while also pointing out the benefits of fi-
nancial planning and the role of the personal
financial adviser. In a second form of meetings,
attention was focused on the value of adviso-
ry services and on the costs incurred by those
who put their trust in not-fully-competent ﬁ FIDEURAM
advisers or in DIY. More than 26 such events

were organised in all Italy’s major cities, at-

tracting nearly 2000 existing and potential Siamo lieti di invitarLa all'evento:

customers and Personal Financial Advisers. . .
“Il valore della Consulenza e i costi della NON Consulenza”
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ROLE OF THE FINANCIAL ADVISER
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A first series of meetings was organised in cooperation with Marco
Falaguasta: Italian actor, playwright and director. “How to distinguish
between proposals whose vocation is exclusively sale-based from those
that are solid and effective?” Marco Falaguasta provided answers to
this and other questions, portraying the figure of financial adviser as
an essential professional. The actor also assisted with the organisa-
tion of meetings focused on the need for planning a less instanta-
neous use of financial resources directed at satisfying needs on the
spur of the moment, and rather more aimed at the future, so as to
be able to manage changes and uncertainties. A total of 33 such
events were organised in Italy’s major cities, attracting over 3,800
participants.

A second series of meetings was proposed in collaboration with Ser-
gio Sorgi, Founder and Deputy Chairman of PROGeTICA. During
these meetings, the discussions focused on the topic of happiness
from an individual and collective point of view, so as to understand
which forms of economic and psychological behaviour we can adopt in order to improve our life and which approaches we
should adopt in the future, also looking at the role of advisory services. A total of 9 such events were organised in Italy’s major
cities, attracting over 600 participants.
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FINANCIAL EDUCATION AND THE VALUE OF MANAGED ASSETS

In cooperation with Giuseppe Riccardi, Managing Director of Fondi&Sicav, a
series of meetings were arranged using wine as the key for interpreting cer-
tain important choices in the financial field. In the Wine and Finance/Wine,
and Finance and Watches events, drawing on an amusing parallel with the
world of finance with splendid venues and benefiting from the convivial
atmosphere of refined social occasions, the existing and potential custom-
ers are introduced to the rudiments of wine-making and the main tech-
niques of wine-tasting, highlighting the importance of having an adviser
to turn to, when trying to find one’s way around the world of finance
or in choosing the most suitable wine. A total of 22 such events were
organised in all Italy’s major cities, attracting over 2,000 participants.
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FINANCIAL WORKSHOPS

A series of events were arranged for existing and potential customers, designed to make the world of asset management
more accessible using a transparent comparative approach. Organised in conjunction with our main third-party partners,
the meetings focused on aspects of market performance and strategies for managing periods of high volatility effectively,
while also providing detailed information on the investment process and Fideuram’s service model. Roundtables were
organised at some of the meetings, moderated by independent players in the funds market, where customers assumed
an active role with questions about current market scenarios. More than 12 events were organised, attracting over 600
participants.

SINIWILVLS TVIDNVNIH 9

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 181



4. Performance - 4.8 Financial and non-financial results Relational capital

EVENTS ON “INVESTING IN THE REAL ECONOMY THROUGH
PRIVATE MARKETS"”

Eleven meetings were held in various Italian cities, dedicated to Fideuram and Sanpaolo Invest high-stand-
ing customers, who may potentially be interested in Fideuram Alternative Investments — Mercati Privati
Globali (4 events in February) and Fideuram Alternative Investments — Mercati Privati Europei (7 events
between October and November). The events were organised in collaboration with Fideuram Inves-
timenti and the partner companies, the Partners Group and Tikehau Capital. The guests taking part
were about 1,500. In addition to the events organised directly by Fideuram, the Network units pro-
moted additional events locally on the same topic.

MEETINGS AT THE PREMISES OF OTHER COMPANIES

Twenty financial meetings for customers were organised with leading asset management companies: Schroders, Eurizon, DNCA,
Amundi, M&G, Pimco, Carmignac, Black Rock, Pictet, Vontobel, Franklin Templeton, NN Investment, Fidelity, Morgan Stanley,
Invesco and JP Morgan.

These meetings which went under the title of “Economy and financial markets: prospects and opportunities”, were attended by
about 2,250 customers and held in the following cities: Turin — Nuvola Lavazza and Museo dell’Auto; Milan — Sala Convegni Intesa
Sanpaolo - Cariplo Factory - Villa Necchi and Garage ltalia; Venice — Hotel Cipriani; Palermo — Hotel Piazza Borsa; Cagliari — T Hotel;
San Benedetto del Tronto — Hotel Casale; Pavia — Cascina Erbatici; Perugia — Tre Vaselle; Novara — Castello di Novara; Reggio Emilia
— Centro Internazionale Loris Malaguzzi; Prato — Centro Pecci; Legnano — Villa Jucker; Verona — Palazzo Verita Poeta; Bologna —
Lamborghini; Gardone Riviera — Villa Alba; Rome — Lanterna Fuksas.

FINANCIAL SYMPOSIA

A series of 11 Symposia were organised addressed to existing and potential customers to examine
market scenarios and provide some food for thought on investment opportunities, with the contribu-
tion from the Intesa Sanpaolo Research Department, and Third-party Houses such as Fidelity, Pimco,

JP Morgan, Invesco, M&G, Carmignac, Pictet, Black Rock, Morgan Stanley, Schroders and Franklin
Templeton the Management of Intesa Sanpaolo Private Banking. These dinners were held in exclu-
sive locations, such as: Spazio Fendi — Rome; Relais Convento — Cremona; Villa Pandolfa — Forli; Villa

D’Este — Como; Ristorante Il Giunchetto — Sanremo; Fortino Napoleonico — Ancona; Golf Club La
Montecchia — Padua; Ristorante Le Bubbole — Matera; Gallerie D’ltalia Palazzo Zevallos — Naples;
Villa Bardini — Florence; Gallerie d'ltalia Palazzo Leone Montanari — Vicenza. About 300 existing
and potential customers attended these dinners.
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LOCAL THEME-BASED MEETINGS

A few “Local theme-based meetings” were held, involving about 800 existing and potential customers in places such as
Florence, Padua, Turin, Milan, Verbania and Genoa. The topics discussed covered areas such as the economic situation,
succession management, various financial topics, Start-ups and the processes of innovative SMEs.

INTESA SANPAOLO PRIVATE BANKING INVITATIONAL GOLF TOUR

g
P —— L —

| R

The “Intesa Sanpaolo Private Banking Golf Tour” was [
played from May to October, and involved four invita- 48
tional tournaments. The tournaments were held at the
Circolo Golf Torino La Mandria, the Bogogno Golf Re-
sort, the Golf Des lles Borromées and the Villa d’Este

Golf Club. Around 280 existing and potential golfer
customers took part.

BENVENUTI

SPORTS

Intesa Sanpaolo Private Banking invites its customers to

its Sky Box at Inter, Milan, Juventus and in a few places ﬁ ‘m&m&(ﬁﬁm
for Torino, Parma, Bologna and Brescia, to follow the P

matches played in Serie A, the Champions League =
and the Coppa Italia.
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During the year a number of initiatives were dedicated to existing and potential customers at important sports events spon-
sored by Fideuram.

ROLEX SAILING CUP

On 9 May at the 65" Three Gulfs Regatta, one of the most
important sailing events in Italy and at an international level,
the Personal Financial Advisers of Fideuram and Sanpaolo In-
vest organised an inaugural event reserved for their guests
in the charming scenario of the Borgo Marinari, in Naples.
The ancient districts and trades of old Naples came to life
again: with music and dancing, over 700 guests were able
to relive the extraordinary atmosphere of past times.

ITALIAN OPEN

For the second year in a row, Fideuram was partner of the Italian
Golf Open in its 76" edition, that was concluded on 13 October at
the prestigious Olgiata Golf Club in Rome. In addition to being of-
ficial sponsor, Fideuram welcomed over 200 existing and potential
customers as its guests during the four days of the tournament
in a hospitality area on the green at hole 18, and gave a few of
them the opportunity of taking part in the Pro-Am competition.
Fideuram, in its role as the official bank of the tournament was
present at the prize-giving in front of the 8,000 spectators
at the event. Internationalism, the quest for excellence, and
determination in taking on new challenges are the values
that link Fideuram to the biggest golf championship in Italy.

The Italian Golf Open is one of the eight prestigious tour-
naments in the Rolex Series, events of major global impor-
tance on the European Tour. This kind of sponsorship goes

hand in hand with the numerous events organised by "
individual Personal Financial Advisers at local golf clubs S ; ek 50k oA wnfront  ROLEX
throughout Italy with a view to promoting relations with :
existing and potential customers.
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TEDxVICENZA

WE PROUDLY
SUPRORT

The fifth edition of the international level cultural event TEDxVicenza was held
at the Teatro Comunale theatre in Vicenza on 8 June. Fideuram was a “vision-
ary” partner with its contribution to making the event an important day for the
whole city. TED (Technology, Entertainment, Design) is a non-profit organisation
whose aim is to bring together the most amazing and innovative minds in glob-
al thinking. Its mission is summed up by the motto “ideas worth spreading”,
because ideas have the power to change the world, but an idea is worth noth-
ing if it is not shared. The leading characters during the day were the stories
and life experiences capable of stimulating and giving the public a new vision
of the future.

oW

8 giuqno" 2019, | teatra comunale

VILLEGGENDO

| Villerands
The fifth Villeggendo festival was held in Vicenza
from 20 May to 30 June. This festival was created
to combine the joys of reading with the pleasure
for the architectural splendour of the local villas
in the Berici Hills. Fideuram was the main spon-
sor once again this year, with high visibility for
our Personal Financial Advisers based in Vicen-
za and the province being featured in all the
communication materials at all the 30 spe-
cial evening events. Once again, Villeggendo
2018 involved prominent figures from the
world of literature and the arts and was a
great public success.
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BANK AND ART TOGETHER

Many exclusive evening gatherings were held at leading artistic and cultural events throughout Italy.

MILAN

In February, Fideuram invited existing and potential customers to the exhibi-
tion “A VISUAL PROTEST - The art of Banksy" at the MUDEC Museum
of Cultures in Milan. The exhibition was an absolute first: no Italian public
museum had ever hosted a monograph exhibition of the English artist
Banksy, one of the leading exponents of contemporary street art.

In September, on the occasion of the 500" anniversary of
the death of Leonardo, Fideuram offered its guests an ex-
clusive tour of the exhibition “LEONARDO mai visto”, at
the Sforza Castle in Milan. The exhibition was followed by
a dinner in the Rocchetta Courtyard of the Castle.

Fideuram then invited its guests to see “The Last Supper”
by Leonardo: an absolute masterpiece, one of the most
famous paintings in the world, recognised as a UNESCO
World Heritage item. The visit was followed by a cocktail
dinner at the Residenza Vignale.

In November, they were invited to the exhibition “Canova | Thorvaldsen. The
birth of modern sculpture” held at the Gallerie d'Italia, followed by a buffet
dinner in the Cloister of Palazzo Anguissola. This major exhibition on Canova
and Thorvaldsen, the result of a collaboration between the Gallerie d'ltalia
and the Hermitage Museum in St. Petersburg, celebrates the two greatest

sculptors of Neoclassicism.

#3 FIDEURAM

Siame ket & invitarLa
allesciusivs serts &

Palazzo Reale
Lnnoﬂi;ﬂ!ﬂ:;::hmﬂm
e Gt Also in November, Fideuram offered its guests a private tour of the exhibition “Gug-
genheim. La Collezione Thannhauser” at Palazzo Reale in Milan, which included
about fifty masterpieces of the great masters of Impressionism, Post-Impressionism and
A seguire Cockiall Dinner

RS S the Avant-garde movement of the early twentieth century. More than 500 existing and
e potential customers were involved in these events.
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TURIN

In May, Fideuram offered its customers a private visit to the
Museo Nazionale dell’Automobile in Turin, with a gala
dinner in the exciting Formula Hall.

In October, Fideuram invited
its customers to an exclu-
sive tour of the exhibition
“Vittorio Corcos. L'av-
ventura dello sguar-
do” (“The adventure
of the gaze”) and the
prestigious  Museum
Halls at the Museum
of Decorative Art of
the Accorsi-Ometto Foundation. A tribute to one of the great names of nineteenth-century
painting, the undisputed master of the female portrait. The exhibition was followed by a
dinner in the Courtyard of the Palazzo Accorsi.

In December, customers attended the preview of the Opera “La Carmen”, masterpiece by
Georges Bizet, at the Teatro Regio in Turin, under the direction of Giacomo Sagripanti and stage
direction by Stephen Medcalf. The drama by Bizet, originally set in the first two decades of the
nineteenth century, is transported in this staging to the gloomy atmosphere of Franco’s Spain just
after the end of the Spanish Civil War. A successful evening with one of the most often staged
operas in the world.

Lastly, also in De-
cember, Fideuram
customers  were
offered an extraor-
dinary opening
and guided tour of
the prestigious Tu-
rin Egyptian Museum, which was followed by
a dinner in the impressive Gallery of the Kings.
More than 1,200 existing and potential custom-
ers were involved in these events.
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4. Performance - 4.8 Financial and non-financial results Relational capital

In May, Fideuram customers had the privilege of attending the ex-
clusive guided tour behind closed doors of the St. Peter’s Basilica
during the blessing of the work “Madonna di Scossacavalli”, which
Fideuram had helped to restore. Afterwards, guests attended a Gala
Dinner at Villa Piccolomini, an exceptional stage with views over Mi-
chelangelo’s dome.

In September, Fideuram organised for its guests an exclusive visit to the
Vatican Museums, the Upper Galleries, the Raphael Rooms and the ma-
jestic Sistine Chapel. Afterwards, an aperitif in the bistro of the Cortile
della Pigna, one of the most exciting and charming areas of the Vatican
Museums.

During the year, other events and reserved and exclusive visits were held
for Fideuram’s existing and potential customers to the Vatican Grottoes,
the Necropolis, the Historical Archive, the Mosaic School and St. Peter’s
Basilica.

On the occasion of the fifth centenary of
Leonardo’s death in May, Fideuram invited its
guests to the exclusive visit of the exhibition
“Leonardo da Vinci. La scienza prima del-
la scienza” (“Science before Science”), ar-
ranged in cooperation with other important
national museums at the Scuderie del Quirina-
le. Almost 400 existing and potential custom-
ers were involved in these events.

188 — Integrated Annual Report 2019 Fideuram - Intesa Sanpaolo Private Banking



Relational capital 4.8 Financial and non-financial results

FLORENCE

In May, Fideuram offered 70 customers an exclusive guided tour of the
exhibition “Verrocchio, il maestro di Leonardo” (“Verrocchio, Leon-
ardo’s master”), at the Palazzo Strozzi, which celebrated the occasion of
the five hundredth anniversary of Leonardo da Vinci's death, the figure

of the brilliant artist of Renaissance values.

VERROCCHIO
IL MAESTRO DI
LEONARDO

9 MARZO
14 LUGLIO
2019

CANOVA | THORVALDSEN

La nascita della scultura moderna

Mercoledi 4 dicembre 2019, ore 19.00

INTER AN
PRIVATE BANKING

At the Palazzo Madama in Turin there was a visit to “Mad-
ame Reali — Cultura e potere da Parigi a Torino”.

In Venice, there were visits to the Giorgio Cini Founda-
tion to see the exhibitions: “Burri — La pittura, irriducibile
presenza” and “Emilio Isgro”.

The visits always concluded with a social event that rein-
forced relationships between our Personal Financial Advis-
ers and their customers. About 470 existing and potential
customers attended these evenings.

Some guests were invited to the Tefaf exhibition market
held in Maastricht at the Mecc Forum 100.

Moreover, seats were reserved in Italy’s leading theatres
for the opening nights of opera and ballet productions:
at the Teatro alla Scala in Milan, at the Teatro San Carlo in
Naples, at the Teatro La Fenice in Venice, and at the Teatro
Petruzzelli in Bari.
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Intesa Sanpaolo Private Banking organised guided tours of
the particularly important art exhibitions in the Gallerie d'Ita-
lia in Milan, for “Canova Thorvaldsen — The birth of modern
sculpture” and “Romanticism”.

MADAME REALI

Cultura e potere da Parigi a Torino

Eighty existing and potential customers were invited to attend
the performance of “La Traviata” opening the opera season
at the Arena di Verona, with an exclusive hospitality event
organised specifically for them.

IDNVNYIAOD 'S IDNVINYOLY¥3d ¥ 1IX3INOD LINYVIN "€ S3IDILVHILS T 13AO SSANISNG "L

SINIWILVLS TVIDNVNIH 9




Relational capital

4. Performance - 4.8 Financial and non-financial results

NEW OFFICES OPENED

Events connected with the opening of new offices continued
during 2019.

In May, the new offices of Fideuram and Sanpaolo Invest in
Rome were inaugurated with an event dedicated to Personal
Financial Advisers, Network and Bank Managers and office
colleagues. The usual ribbon cutting ceremony was followed
by a cocktail dinner with live music in the park.

On 12 June, the opening ceremony of the new Fideuram of-
fice in Sesto San Giovanni was held. The inaugural event was
attended by the top managers of the Bank and the Network
in addition to existing and potential customers.

Fideuram - Sesto S. Giovanni Office

In November, the new Fideuram offices in Bergamo were
opened in the presence of existing and potential customers,
Network and Office Managers. A new and important step
in the consolidation and development of the presence of
Fideuram in the Bergamo area, which has 95 Personal Finan-
cial Advisers active in the province. The hall of the new offices
will host some exclusive exhibitions thanks to an agreement
with the Accademia Carrara Foundation in Bergamo.

Also in November, Fideuram took another important step for-
ward in Parma on its path of local consolidation and devel-
opment with the opening of the new offices. Fideuram has
been in Parma since 1974 and now has 40 Personal Financial
Advisers.

Fideuram - Bergamo Office
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In December, after 25 years in Viareggio, Fideuram moved its ~ New Fideuram offices were also opened in 2019 in Milan,

offices to Lido di Camaiore. This choice was the result of the  in Via Montebello and in Turin, in Piazza a San Carlo; new

need for larger offices that are nearer to all customers, both  Fideuram and Sanpaolo Invest locations in Alessandria and

those from the city of Viareggio and those from the other  Grosseto; new Sanpaolo Invest locations in Bergamo, Thiene, -

locations in Versilia. Rapallo and Fidenza. g
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Fideuram - Turin Office
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Fideuram and Sanpaolo Invest - Alessandria Office
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460

Contacts with
customers

CUSTOMER ASSISTANCE SERVICE

Our Customer Assistance Service provides information on the Group’s products
and services, and on each customer’s overall financial position, which can also be
viewed on the Fideuram Online website.

During 2019, the volume of customer contacts increased significantly over the previous
year due to the effects introduced by the PSD2 regulations on how to authenticate
customers when accessing the site (from the O-Key physical device to the virtual O-Key
Smart and O-Key SMS). To accompany customers with these changes, the staff of pro-
fessionals dedicated to the service was reinforced through the creation of two new
support hubs which enabled quality levels to return to the usual levels of excellence.

The percentage of authenticated calls remained stable during 2019 at 58%, while
the transactions executed independently by customers on the code management
page rose to 85%.

CUSTOMER SATISFACTION

The ability to create lasting customer relationships based on professionalism and

trust is the key to success.

Listening to customers is a powerful tool that guides all stages of the relationship: in

the definition and development of financial products and services, in the placement

of products and in the measurement of satisfaction or dissatisfaction factors.

The listening process is designed to readily identify the latent needs to be ad-

dressed with the development of new products and services, the measurement of

success and failure factors with a view to taking action where corrective measures
are necessary.

The attention to customers is achieved through:

e careful management of the relationship by Personal Financial Advisers and all
corporate functions that have dealings with customers;

e a Customer Satisfaction survey aimed at identifying the strengths of the service
models on which to use leverage, and the areas requiring attention where the
focus should be on identifying opportunities for improvement;

e timely and appropriate management of reports made by customers.

CUSTOMER SATISFACTION SURVEY

The analysis of Customer Satisfaction is one of the most important aspects for
planning and checking the quality of our offered services. In a highly competitive
environment like the current one, in which the development of digital channels
makes it easy for customers to reach products independently, banks are increasingly
attentive in analysing the satisfaction and changing needs of customers so as to
meet their requirements promptly and effectively.

In 2019 a Customer Satisfaction survey was carried out for the first time by the
Private Banking Division in relation to the Fideuram and Sanpaolo Invest Networks
and the Intesa Sanpaolo Private Banking Network. The survey took account of the
distinctive features of the two service models and was sent out to a panel of cus-
tomers resident throughout Italy in the form of two distinct questionnaires placed
on the internet banking platforms of Fideuram and Intesa Sanpaolo Private Banking
and, uniquely for customers of Intesa Sanpaolo Private Banking, also via a paper
questionnaire sent by post.

The questionnaires, answered by 33,860 customers (25,084 for the Fideuram Net-
work, 6,667 for the Sanpaolo Invest Network and 2,109 for the Intesa Sanpaolo
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Private Banking Network), were structured to investigate various points of contact
between the Bank and the customer (the relationship with the Personal Financial Ad-
visers, customer support and online services), assuming that the degree of customer
satisfaction depends on a systemic effort involving not only the Personal Financial Ad-
visers, but also all the units and people coming into direct contact with the customer.

The survey results confirmed high customer satisfaction for all three Networks. The
relationship with Personal Financial Advisers is always a fundamental element in
measuring appreciation of the service provided by the Bank, and in particular, cus-
tomers recognise their approachability, expertise and professionalism, as well as
their ability to customise solutions and demonstrate correctness in the relationship.
In particular, the survey conducted on the Fideuram and Sanpaolo Invest Networks
showed that customers recognise strengths such as solidity, reliability, the pres-
ence of a large group behind them, multichannel systems, excellent professionals,
customer care and quality of services. The survey on the Intesa Sanpaolo Private
Banking Network showed that the understanding of customer needs and the ability
to make them feel privileged customers are also highly appreciated, as well as the
attention to privacy and the ability to anticipate critical issues.
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Net Promoter Score (NPS), and the Customer Satisfaction Index that assess the abil-
ity to listen to customers and monitor their satisfaction. The NPS indicator attained —
a mark of 47 and was calculated on the responses received to the question “Would
you recommend your bank to someone you know: a friend, relative or business
partner?”. The Customer Satisfaction Index, of 8.5, was calculated on the respons-
es received to the question “Now, thinking about your relationship with the bank

what is your overall assessment?”. 8 5

Thanks to the responses obtained, two important indicators were calculated: the :l 7

Net Promoter Score

1IX3INOD LINYVIN "€

In the questionnaire addressed to customers of the Fideuram and Sanpaolo Invest Customer Satisfaction Index
Networks, the opportunity was taken to ask some questions devoted to issues relat-
ing to sustainable investments (Environmental, Social, Governance and Sustainable
and Responsible Investment) in order to investigate the knowledge of customers
and their propensity to investing their assets in products with ESG characteristics.
The survey showed that ESG issues are known to about 60% of customers and
41% believe that ESG investments create value for themselves and for the commu-
nity and the environment. The percentage rises to 48% if one considers the Private
Banking customers or the band of customers with an aggressive risk profile. In
addition, approximately 30% of customers are willing to invest more than 30% of
their assets in sustainable products.

IDNVINHO4YId ¥

NET PROMOTER SCORE (NPS)
This is an indicator that measures the propensity of customers to recommend a

product, service or company.
The NPS is based on a simple question to the customer to understand to what
extent they would recommend the Bank to a friend, relative or business partner
(depending on the interlocutor). o
Based on the opinion expressed, respondents are divided into: g
¢ detractors: unhappy customers who could damage the company through -
negative word of mouth; z
* passive customers: satisfied but not devoted customers, who could be in- v
fluenced by competitors;
* promoters: customers who are loyal to the company and recommend it to
other people.
The NPS is calculated by subtracting the percentage of detractors from the
percentage of promoters. The result, however, is not expressed in percentage -
points, but as an absolute number between -100 and +100. z
>
&
=
CUSTOMER SATISFACTION INDEX (CSI) %
This is an indicator that measures customer satisfaction with regard to the company. §
The CSlis based on a simple question to the customer to see what assessment they a
attribute to the company: from 1 to 10 where 10 is the highest and 1 the lowest.
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43 ays

Average processing time
for investment service
complaints (*)

(*) Compared with 60 days maximum legal requirement.

CUSTOMER FEEDBACK

In 2019, a total of 1,929 customer complaints were received, mainly by the Group’s
[talian companies, indicating an increase of 19% compared to 2018. In particular,
373 complaints were received for unlawful conduct by Personal Financial Advisers,
showing an increase compared to 96 in 2018, mainly due to the activities per-
formed by a former Personal Financial Adviser of the Sanpaolo Invest Network.

Response times, except for complaints relating to unlawful conduct, continued to
be below the maximum times specified by the relevant legislation, with an average
of 17 days for banking service complaints (30 days legal maximum), 43 days for
investment service complaints (60 days legal maximum) and 50 days for fiduciary
service complaints (60 days legal maximum).

There was an increase in the number of appeals submitted to the alternative dispute
resolution bodies compared to the previous year, both in terms of those submitted to
assessment by the “Financial and Banking Arbitration Body (Arbitro Bancario Finan-
ziario)"” (40 compared to 27 in 2018) and those submitted to the “Financial Disputes
Arbitration Body (Arbitro per le Controversie Finaziarie)” (17 comparedto 11in 2018).

Complaints by type

(No.)

2019 2018 2017
Complaints regarding investment services 333 416 283
- of which securities in default 10 22 14
- of which structured securities - 6 22
Cheques and bills 27 36 52
Transfers, wages and pensions 44 55 59
Cards 206 242 203
Loans 22 9 7
Current and deposit accounts 342 387 386
Mortgages and special loans 6 1 -
Insurance products 40 30 38
Remote banking 148 141 74
Fraud by personal financial advisers 373 96 87
Other 388 208 158
Total 1,929 1,621 1,347

“Other” includes, for the most part, customer complaints regarding service efficien-
cy and organisational aspects. These include customer complaints regarding privacy,
listed in the table below:

Other complaints

(No.)

2019 2018 2017
For Privacy 19 12 22
For Capitalisation of interest due - 3 14
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The following table shows the number of complaints dealt with in 2019.
Complaints processed in 2019 .
(No.) %
2019 §
Rejected 882 m
Accepted without outlay 575
Accepted with outlay 183
Total 1,640
Complaints by reason B
=
=
M Conditions & application [a)
of conditions a
Other 6.7
26.0
B Communications &
customer information —
0 8.6
Fraud by personal /
financial advisers O ;
19.3 Performance z
of transactions a
Staff relations 32.5 A
2.0 i E
I Equipment X
Fraud and loss failures
38 1.1

TRANSPARENCY WITH CUSTOMERS

The regulations on the transparency of banking transactions and services allowed
us to present the information we provide our customers in every phase of their
relations in a manner that is clearer and easier to understand.
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The principles of language simplicity and transparency of information represent
the guiding principle for a timely update of the transparency documents available

to the customer, in accordance with the constantly changing legislation, with the

aim of analysing all the products in the catalogue and improving their readability.

The in-house training provided for branch staff consists both of traditional tools 5

and innovative solutions, including Intranet communications, supplementary ma- 5

terial supporting training catalogue courses, Web TV and e-learning modules. g
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MAIN IMPROVEMENT OBJECTIVES FOR 2020

Customers

Our main improvement objectives include the following:

* Maintenance of a satisfactory level of Customer Satisfaction measured by independent
external companies and with indicators obtained through questionnaires.

e Further enhancement of the service platforms to seize new opportunities on listed mar-
kets and meet the changing needs of Affluent customers looking carefully at the value
of sustainable finance.

e Enrichment of solutions for HNWI and Private Banking customers with a particular focus
on issues relating to investments on private markets.

e Increase in the offering of products in response to the needs of safeguarding capital by
customers, also through the creation of new issues of principal-protected certificates.

e Constant growth in the level of disclosures to customers in relation to the characteristics
of the products and services provided, with special focus on aspects related to effectively
applied costs and charges.

e Complete renewal of the Alfabeto platform with the launch of Alfabeto 2.0. The new

platform will revolutionise user experience by integrating all the banking, trading and
asset analysis features in a single environment.

Advisory platform

In 2020 there are planned measures to further facilitate relations with customers and, in
particular, further improvements will be made to the Sales Proposal, also supporting the
new “Saving Map” service, the additional information enhancement with the possibility of
greater customisation in reporting.

Events

The organisation of local events will continue in 2020, dedicated to existing and potential
customers and geared to developing a greater understanding of current issues.
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SUPPLIERS

MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

Greater use of the New Supplier Gate of Intesa Sanpaolo for
a wider range of purchases, with particular attention paid to
procedures regarding social and environmental responsibility.

The process of centralising the purchasing department was
completed with the authorisation to use the New Supplier
Gate of Intesa Sanpaolo with consequent modifications to
the Fideuram IT systems.

During the year, the Group used the services offered by the
qualified suppliers of Intesa Sanpaolo with the consequent
guarantee that they would comply with the social and envi-
ronmental commitments they had signed.

Periodic checks through the filling in of vendor rating ques-
tionnaires.

By accessing the New Supplier Gate, it was possible to use
the results obtained via the completed vendor rating ques-
tionnaires found there.

Expanding the pool of suppliers by joining a larger number of
Intesa Sanpaolo Framework Agreements resulting in achiev-
ing economies of scale and cost savings.

During the year, even the Fideuram Group companies were
able to accept a higher number of purchases with agreements
signed by Intesa Sanpaolo for different services with a con-
sequent reduction in extemporaneous purchases, and thus
realising economies of scale.

PROFILE OF SUPPLIERS

In 2019, the Group had business deal-
ings with 1,502 suppliers, for a total
value of approximately €189M. The

. o . . . Suppliers’ turnover (€m)
territorial distribution of suppliers is

Number of suppliers

2019 2018 2017
189 233 240
1,502 1,584 1,703

concentrated almost entirely in Italy
(96%).

The figures refer to the Italian companies recorded on the corporate information system INTESAP.

SUPPLY CHAIN MANAGEMENT

The Fideuram Group pays particular attention to social and
environmental responsibility and the effects generated from
the management of purchases of goods and services on soci-
ety, on human rights and workers’ rights, on business ethics
and on the environment.

The supply chain is based on transparency, correctness, in-
tegrity and fairness, the principles expressed in the Code of
Ethical Conduct that suppliers need to view when registering
with the New Supplier Gate (Nuovo Portale Fornitori - NPF) of
Intesa Sanpaolo. Subsequently, in the event of signing a sup-
ply or service contract, they agree to comply with the Code in
the execution of their assignments.

The Intesa Sanpaolo procurement centralisation process al-
lowed us to unify rules and processes, by applying the Pur-
chasing Rules and Guidelines used by all Fideuram Group
companies, and to apply the criteria followed by Intesa San-
paolo, aligning the social and environmental awareness and
responsibility processes of every department involved in the
sourcing process, from requests for quotations to calls for
tenders and supplementary information.

This made the process of identifying suppliers more consist-
ent through the signing of contracts and agreements and the
adherence to the Framework Agreements with the same sup-
pliers of Intesa Sanpaolo.

This new application and e-sourcing system, called the Inte-
sa Sanpaolo Supplier Gate, allowed the Group companies to
be able to select the suppliers qualified by Intesa Sanpaolo
beginning with their registration on the application, while
considering not only the suppliers’ technical, economic and
financial characteristics, but also verification of their ethics in
terms of business, human rights and the environment. The
traditional suppliers and those applying for the first time were
made aware of the need to go through the accreditation pro-
cess on the new portal in order to be engaged in the procure-
ment process.

During 2019, it was possible to perform negotiations with ef-
fects of an ethical, social and environmental nature according
to requirements of functionality, quality and safety and also
to activate a competitive comparison of tenders according to
technical and economic characteristics.
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4. Performance - 4.8 Financial and non-financial results

SELECTION POLICIES

The Group continued its work improving quality standards by
selecting suppliers on the basis of legal and ethical integrity,
technical and professional suitability, reliability with respect to
data confidentiality and commercial competitiveness.

During 2019, the attention of the Group in the procurement
process was directed towards suppliers which could guaran-
tee the best balance between price and quality of the service
and be able to meet expectations in terms of social and en-
vironmental responsibility. In the interests of fairness, it was
decided to enable market comparisons not based simply on a
request for a better quality-price ratio, but also to work with
qualified suppliers in terms of ethical and sustainable criteria.
Indeed, from the time they register in the Supplier Gate, the
suppliers fill out mandatory questionnaires dedicated to envi-
ronmental sustainability issues, with simultaneous or deferred
uploading of the documentation and certificates confirming
their fulfilment of the declared commitments.

This procedure makes it possible to monitor the entire supply
chain and obtain a comprehensive evaluation of the supplier’s
ratings on all social, economic, financial, and environmental
aspects and also to have constant updates throughout the
validity of the contract, including the period subsequent to
the awarding of a procurement contract, so as to plan for
appropriate actions in the event of rather unsatisfactory as-
sessments. Therefore, when the Fideuram Group accesses the
Supplier Gate system, it has the possibility of consulting and
involving suppliers in the procurement process, which have a
positive assessment and are approved by the Office for Sup-
plier Qualification.

Suppliers are selected by comparing bids submitted by mul-
tiple tenderers.

The award criteria used are the following: Request for Propos-
al, Request for Information and, if it is impossible to conduct
market comparisons, Direct Negotiations.

Market comparisons are not mandatory for non-recurring pur-
chases that are not connected with other initiatives and have
a value of less than €75k or which are covered by framework
agreements or contracts.

The list of suppliers to be involved in a purchase process when
making a market comparison or choosing the supplier with
which to start direct negotiations is prepared by taking into
account the various needs of the Group. The list of suppliers
for a Request for Proposal must be authorised in advance by

the Office for Supplier Qualification, Coordination and Moni-
toring of Intesa Sanpaolo.

Prior authorisation of the supplier by that Office is required
for all types and categories of merchandise, regardless of their
amount. At least three suppliers are required in market com-
parisons (five in the event of comparisons with an estimated
value exceeding €50k). In certain cases (e.g. lack of availa-
bility of alternative suppliers, existence of corporate links be-
tween suppliers invited), exceptions can be made regarding
the number of suppliers involved.

During 2019, the Fideuram Group was given the authority
by Intesa Sanpaolo, to run its own procurement process for
some product categories up to a value of €25k, according to
the guidelines and rules on procurement. For all purchases
above €25k, the procurement process is managed by Intesa
Sanpaolo.

In addition, certain product categories such as expenses relat-
ed to Integrated Logistics (transportation, postage, stationery
and supply office materials, forms and envelopes, warehous-
ing, file storage system and media centre) and those of the
Real Estate department were assigned to Intesa Sanpaolo
which performs procurement without limits to the amounts.

The Request for Proposal assumes a technical assessment, a
subsequent economic assessment and a joint analysis of the
two assessment components (best proposal that meets the
combination of technical assessment and price).

The technical assessment must always be completed and
formally documented prior to opening the economic propos-
als; where provided, it will also have to include social and/or
environmental responsibility aspects. Unless different criteria
are formally set out at the launch phase, that assessment is
expressed through an opinion of appropriateness or inappro-
priateness of the solution.

Conversely, the strategy with Request for Information enables
the purchaser to obtain information, solutions and pricing in
the form of approximate quotations and define the sourcing
strategy to be applied.

The winning bidder is selected upon completion of all the
procedures required for the request strategy adopted, in ac-
cordance with the award criteria specified and when agree-
ment has been reached on the contractual conditions.

In 2019, we used a substantial number of suppliers with whom
Intesa Sanpaolo has Framework Agreements or Framework
Agreement Prices, enabling the Fideuram Group to achieve
greater savings through economically advantageous rates.
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SOCIAL AND ENVIRONMENTAL
RESPONSIBILITY

The Fideuram Group performs:

e comprehensive evaluations of its suppliers, analysing their
compliance with international and local environmental reg-
ulations and their commitment to activities designed to pro-

tect the environment (such as certifications and adoption of
environmentally friendly technologies);

e the environmental assessments of the products used in daily

work activities (such as efficiency criteria of IT products and
their levels of recyclability);

e a targeted action on energy consumption relating to office
equipment such as PCs, monitors, printers, photocopiers,
servers, IT systems and equipment that supports services,
geared to the gradual replacement of office machinery with

FOR 2020

SUPPLIERS

social and environmental issues.

them fairer and more transparent.

with a view to reputational ratings.

MAIN IMPROVEMENT OBJECTIVES

Our main improvement objectives include the following:

e Greater possibility of selecting suppliers which are more sensitive to

e Extension to the range of environmentally-sustainable purchases.

e Possibility to apply Plastic Free projects within the Fideuram Group
companies.

e Periodic checks through the filling in of vendor rating questionnaires.
e Possibility of online management of tenders on the Supplier Gate for
greater standardisation of suppliers and making relationships with

e Feasibility analysis for the definition of an ethical/sustainability rating

Relational capital 4.8 Financial and non-financial resu

other more energetically-efficient items and the adoption
of a specific policy;

e the implementation of Intesa Sanpaolo guidelines on the
specifications for white copier paper, using the services of
the same supplier, which ensures the same type of supply;

e the purchases of environmentally-sustainable stationery

products, such as paper, note pads, binders, pens, pencils,
ATM rolls and post-its;

compliance during the supplier selection process with the
minimum sustainability requirements and according to the
standards of the International Labour Organization covering

fundamental human rights, child labour, freedom of associ-
ation, health and safety, and business ethics.

Its
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4. Performance - 4.8 Financial and non-financial results

THE COMMUNITY

Charitable initiatives (or donations) mean exclusively cash do-
nations without any expectation of receiving any compensa-
tion or benefit of any kind in return. Therefore, all those ac-
tivities — in whatever form the conditions are agreed — which
directly or indirectly promote and enhance the image of the
Group, do not represent donations.

In defining the principles of conduct in relations with the
community, the Code of Ethical Conduct of Intesa Sanpaolo
implemented by the Fideuram Group, specifies the need to
identify “the requirements and needs of the community and
not only in a material sense,” and to support them, amongst
other things, “through charitable donations”.

Generally speaking, recipients of donations can be:

e legally recognised entities, which do not pursue profit, es-
tablished and organised according to the rules governing
the so-called non-profit sector;

e social enterprises, established pursuant to Italian Legisla-
tive Decree 155/2006, as long as the donation, within the
sphere of the social enterprise, is destined to support par-
ticularly significant social or cultural initiatives;

e third parties (e.g. local entities or bodies including public
ones, such as regional, provincial or municipal author-
ities, community cultural associations, schools, tourism
promotion boards, etc.) provided that the project meets
the above definition for charitable initiative and has the
sole objective to pursue one or more of the aims set out
below.

Potential beneficiaries of donations are classified according to
the aims they pursue and in relation to the area in which they
operate, i.e. by way of example:

e social area (e.g. health and research; education and train-
ing, voluntary service, protection of rights, solidarity, protec-
tion of minors);

e religious area;

e cultural, artistic, historical and archaeological heritage pro-
motion;

e environmental protection.

Conversely, the following institutions are excluded as poten-
tial beneficiaries of donations:

e political parties and movements and related organisation;

e trade union organisations and assistance agencies;

e service clubs, such as Lions, Rotary, etc.;

e associations with profit aims and recreational groups, pri-
vate schools and legally-recognised schools, except for spe-

cific initiatives with particular, social, cultural or scientific
importance.

In order for a donation to be made, the ethical values of the
beneficiaries must be consistent with those specified in the
Code of Ethical Conduct, directed towards people, the re-
spect for human rights, economic and social solidarity, sus-
tainable development, conservation of the environment and
artistic heritage and support for culture.

As a further constraint regarding the provision of donations,
they:

* may be given to organisations whose procedures, including
accounting procedures, make it extremely easy to verify the
consistency between the declared objectives and the ones
they pursue i.e. they prepare financial statements (without
prejudice to the requirement for these entities to comply
with the primary and secondary rules and the principles of
correctness, rigour, integrity, honesty, fairness and good
faith);

cannot be for initiatives with a commercial and promotional
value, e.g. for initiatives of promotion, enhancement and
reinforcement of the Group’s image, which are realised by
entering into contracts or agreements;

cannot be used for projects that already receive some form
of sponsorship;

must be granted using a form of rotation, so as to ensure
as broad, varied and flexible use of resources as possible;

cannot be given to the same applicant more than once
within the same calendar year,

cannot be granted for more than four consecutive years to
the same applicant, except for those projects that have an
obvious long-term duration;

cannot be granted to bodies involved in litigation, known to
the Group, on issues relating to the non-respect of human
rights, peaceful coexistence, environmental protection and
vivisection;

e cannot be granted to natural persons.

A central role in the process of managing donations is cov-
ered by the Legal and Corporate Affairs Department, which
can draw on various relevant offices/departments whenev-
er necessary during the assessment of the applications re-
ceived.

The Group’s charitable and other donations totalled €464k in
2019 and were distributed to a number of respected bodies
operating in the health care, scientific research, arts, sports
and humanitarian/aid fields.
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INITIATIVES TO SUPPORT HEALTH CARE, SCIENTIFIC RESEARCH, ARTS AND SPORTS

ORGANISATIONS

The Group supported the
following health  service
and scientific research or-
ganisations:

e Associazione Italiana Sclerosi Mul-
tipla Onlus to sponsor the research
stipend in the project “Registro Ital-
iano sulla sclerosi multipla” (Italian
Register of Multiple Sclerosis), a fun-
damental tool in epidemiological re-
search on multiple sclerosis.

Fondazione Citta della Speranza
Onlus in order to support the advanced
diagnosis of leukaemia, lymphomas
and sarcomas at the Istituto di Ricerca
Pediatrica Citta della Speranza in Padua.

Associazione di Riferimento e
Sostegno alle Malattie Polmonari
Infantili (A.R.S.P.I Onlus) with the
aim of supporting the renewal of the
Respiratory Medicine Division of the
Regina Margherita Children Hospital
in Turin, which provides treatment
and care to children suffering from
serious pulmonary diseases.

Associazione Amici dei Bambini
(Ai.Bi.), a non-governmental organi-
sation, consisting of a movement of
families who adopt or foster children.

Associazione andra tutto bene PAM,
established to help Pamela, suffering
from a non-Hodgkin lymphoma, obtain
treatment in cutting-edge specialised
centres such as the “Sheba Medical
Center” Hospital, Tel Aviv — Israel.

Associazione [taliana contro le
Leucemie “Paolo Rubino” - Cuneo
branch given support in organising the
celebrations for its 20" anniversary.

Associazione Spina Bifida Italia
(ASBI) which promotes medical and
scientific activities for the prevention
of spina bifida and hydrocephalus,
and the cure and rehabilitation of per-
sons affected by it.

* Fondazione Belotti e Stefani Onlus
whose aims concern solidarity, educa-
tion, welfare and health services in
the Veneto Region in favour of the
sick, the aged, the disabled and the
needy.

* Fondazione Giovanni Celeghin

Onlus active in raising funds to fi-
nance research projects regarding
brain tumours.

w:g Recognising the con-
N

siderable human and
social value of the arts
and sport, the Group
provided support for
the following initia-
tives:

* Fondazione Cologni dei mestieri
d’arte which supports the training of
young people in high craftsmanship
and helps them to enter the employ-
ment world through extra-curricular
traineeships.

Associazione Amici del Centro
Conservazione e Restauro della
Venaria Reale to provide support in
organising exhibitions and events.

Associazione Culturale La Bricula
to support the Museo Cortiglionese
delle Arti e dei Mestieri in Cortigli-
one (AT).

Associazione Degli Amici dei Mu-
sei di Palazzo Davanzati which or-
ganises promotional activities for the
Museo di Casa Martelli in Florence.

Associazione Francesca Duchini,
whose office is at the Cattolica Uni-
versity in Milan and deals in the study
and diffusion of the economic culture.

Associazione Letteraria Giovanni
Boccaccio, supporting the Giovanni
Boccaccio literary prize;
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* Associazione Sportiva dilettan-
tistica Gimasport to assist with the
organisation of its international ama-
teur sports event called GimondiBike.

¢ Associazione Sportiva dilettantis-
tica Messina to support its Football
School and the 2019/2020 compet-
itive season. The club has a flour-
ishing junior sector and a football
school with over 400 registered par-
ticipants.

e Associazione Sportiva dilettantis-
tica Taggia which organises sports
promotional activities for about 200
athletes.

Casa Secolare delle Dimesse di
Padova for the creation of a mag-
azine illustrating educational initia-
tives.

Centro Studi Medievali Ponzio di
Cluny which supports the study and
teaching of aspects relating to the
monastic world of the Middle Ages,
conferences on Mediaeval Judaism
and the publication of the proceed-
ings of conferences on Ponzio di
Cluny, the founder of the Monastero
della Santa Croce di Campese.

Societa Sportiva Audace Cerigno-
la, the first football club in Cerignola,
which was founded in 1912 by the
Marquis Francisco De Torres Y De Cal-
bo and promotes sports.

Sovereign Military Order of Mal-
ta, a lay religious Order since 1113,
subject to international law, which
operates in 120 countries where it
provides assistance to persons in need
through its activities.

e Yacht Club Cagliari, a sailing school
for school age youngsters.

* Scuola materna Cattolica ASBL
to provide support with the renova-
tion work on the classroom facilities.
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4. Performance - 4.8 Financial and non-financial results

HUMANITARIAN AND AID INITIATIVES

The Fideuram Group provided the
following organisations with sup-
port in their humanitarian and aid

@ initiatives:

* Associazione CAF Onlus, with the aim of supporting the
association’s principles involving the accommodation and
care of victims of child abuse and serious maltreatment,
providing qualified psycho-pedagogical support.

e Comunita di Sant’Egidio, dedicated to assisting people in
need, in support of the project “Emergency measures for
the winter period to support homeless persons who live on
the street or congregate around railway stations”.

* Fundacion Ninos del Arcoiris which supports the health
and education of needy children in Peru.

* Simon House of Cards Appeal which supports people in
need, who have no fixed abode.

* Foundation Cavour which provides support for the histor-
ical and artistic heritage of Venice damaged by the excep-
tional high tides.

* Amici di Edoardo Onlus, in partnership with Comunita
Nuova di Don Gino Rigoldi, has been in operation since
1997 promoting activities for Barrio’s, a youth community
centre of Barona in Milan.

* Associazione Telefono Amico Vercellese for voluntary
activities performed by groups of volunteers ready to listen
to and speak to people at any time of the day, who are
seeking someone to talk to.

* Fondazione Comunita Mantovana Onlus to help with
printing their annual report.

¢ Organizzazione di volontariato centro ausiliario per
problemi minorili (CAM) which performs, free of charge
and solely to pursue the aims of social solidarity, the activ-
ities and services requested by the Juvenile Courts, Judges
supervising guardianship and Public Administrations, in fa-
vour of juveniles in difficulty.

¢ Intesa ForFunding and Destination Gusto, in support of
projects organised by Piazza dei Mestieri, by allocating a por-
tion of the proceeds from the purchase of Christmas kits to the
establishment of scholarships for youths from needy families.

SPONSORSHIP INITIATIVES

The Fideuram Group re-

newed its support for
events related to art,
culture and sport by supporting a wide range of initiatives,
sometimes in collaboration with its Personal Financial Adviser
Networks.

During 2019, Fideuram sponsored the 76 Italian Open golf
tournament held in Rome, the IX Trofeo di nuoto Citta di
Milano (Milan Swimming Trophy), the Rolex Capri Sailing
Week, the culture festival Villeggendo, the TEDXVICENZA,
the cultural program of the “Musica per Roma” Foundation,
and also the Fideuram Village in Ferrara and the stage space
Pim Off.

In the financial arena, Fideuram was a sponsor of the institu-
tional events Efpa Italia Meeting 2019, ConsulenTia, in Rome
and Bologna and the AIPB Forum in Milan, and the bank was
also a campaign partner in raising funds for the “La Vita &
Meravigliosa” (“Life is Wonderful”) initiative which began in
2018 and continued throughout 2019, set up by the “Cuore
Domani” with events and activities throughout Italy.

Intesa Sanpaolo Private Banking supported the following
events:

e the 33 Maratona des Dolomites (Dolomites Marathon),
the most important amateur cycling marathon race in the
world that has been running in the Dolomites since 1987.
A total of 9,239 cyclists took part following a drawing of
lots from over 32,000 applications. To make taking part in
the event a truly unforgettable experience, Intesa Sanpaolo
Private Banking ensured assistance from the personal train-
er Alessandro Vanotti, together with Vittorio Brumotti and
Alessandro Ballan;
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e Miart 2019 with a Preview reserved for 100 guests and par-
ticipation in the opening Vernissage for 600 guests and a
centrally-located stand, guided tours to the main galleries,
availability of our art advisors, the display of works by a
young artist (Paolo Bini) and 3 theme-based meetings;

Genoa Shipping Week, in its 4™ edition, organised by the
Association of Maritime Agents and Brokers, in which the
Bank was Main Partner of the biennial event, bringing to-
gether port, maritime and logistics operators from all over
the world. Furthermore, Intesa Sanpaolo Private Banking
promoted theme-based and technical events with “The In-
ternational Propeller Club” which was attended by about
230 people;

LUISS - Executive Program in Family Business Manage-
ment for support with the “Family Business Management”
course, a training program aimed at professionals who
want to take care of their family business. In our country,
family businesses account for 85% of national production
and 45% of them are approaching the issue of succession
management. This course is designed to help participants
to understand the real opportunities for growth and devel-
opment of small and medium-sized enterprises, by exploit-
ing the pillars of management and managerial organisation
with a multidisciplinary approach. Enriched by the testimo-
nies from leading players in Italian family businesses, it pro-
vides participants, children of entrepreneurs in companies
or young professionals, the skills needed to build and effec-
tively manage a family business model;

Milan Jumping Challenge CS13*/YH from 27 to 31 March
and CS14*/YH from 3 to 7 April, organised at the Equieffe
Equestrian Centre, with the participation of big names in
the Italian and international equestrian world and two com-
petitions branded with the name of Intesa Sanpaolo Private
Banking.

Group donations by sector
supported, 2019

100%= €0.8 m

B Art and culture

254

M Other

19.6

%

Social solidarity
interventions

54

M Health

2.4

M Education and research

47.2
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In 2019, the Group’s total donations to local charities
(€464k) and sponsorship (€317k) were made almost en-
tirely in cash. The graph shows the Group’s donations to
the community by field of activity:

Our donations, calculated following the guidelines of the
London Benchmarking Group (LBG), are classified by ob-
jective as follows:

* 44.2% for "local investments”, which include long-
term strategic partnerships;

* 15.2% for “donations”, which meet specific needs and
requests made by associations and non-profit entities;

* 40.6% for “marketing initiatives”, which support events
that promote our brand and business.
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4. Performance - 4.8 Financial and non-financial results

SUSTAINABLE FINANCE

The gradual integration of the environmental, social and gov-
ernance (ESG) elements is taking place across the range of
the offering of Fideuram Group products, with the aim of
proposing a wide and comprehensive range of opportunities
including the various components of managed assets and
also non-managed assets.

During 2019, in fact, the range of products available to cus-
tomers included the confirmation of choices made in the past
and the introduction of new solutions to enrich the invest-
ment opportunities in the ESG area, arranged with various
management approaches (equities, balanced and flexible)
and technical forms (mutual and alternative investment
funds, discretionary accounts, open pension fund, insurance
products and non-managed assets) with a cross-coverage
of various sectors and geographical areas. At 31 December
2019, the in-house product assets with an ESG characterisa-
tion amounted to over €300m.

INVESTMENT FUNDS

The Fonditalia offering

During 2019, the Fonditalia sustainable finance offering fo-
cused on the management of the sub-funds Fonditalia Eth-
ical Investment and Fonditalia Millennials Equity, providing
composite value to its subscribers both in terms of returns
and quality results in compliance with the ESG tracked objec-
tives. For these two sub-funds, Fideuram Asset Management
(Ireland) obtained certification for their correct and coher-
ent inclusion of ESG factors in the investment process of SRI
(Socially Responsible Investment) products, in line with the

The sub-fund invests in:

ISAE 3000 standards of the International Auditing and Assur-
ance Standards Board (IAASB), the international standard for
checks on the reporting of non-financial information.

e The Ethical Fund: Fonditalia Ethical Investment

Fonditalia Ethical Investment, the sub-fund of Fonditalia ac-
tive since 1 October 2012, is the investment solution that
combines economic objectives with characteristics of finan-
cial sustainability and social value, promoted by Fideuram
- Intesa Sanpaolo Private Banking.
Initially established as a flexible bond sub-fund, it then en-
hanced its mandate by including equities and greater use of
third-party funds. This product takes an approach that com-
bines ESG principles at the comprehensive portfolio level, with
clear and measurable impacts on people and the planet at
the level of individual investments. In fact, issuers are selected
according to financial and social and environmental perfor-
mance criteria, which are both absolute and relative to the
reference sectors or geographies. Moreover, bonds, stocks
and funds that intentionally invest capital to solve some ma-
jor social and environmental challenges are chosen. This last
component has grown over time, especially in the bond sub-
fund, ultimately becoming the largest part of the portfolio.
This sub-fund invests mainly in green bonds, social bonds and
sustainability bonds (whose capital is invested in renewable
energy, education, vaccines, public housing, health, micro-fi-
nance, and similar areas), in theme funds (ecology, food and
water) and in companies that provide access to financial ser-
vices for more vulnerable social groups. Each element in the
portfolio is important as a financial opportunity and also be-
cause of its positive impact on the community.

THEME BONDS

These are bond issues intended to finance specific environmental projects (green

bonds), or goals such as reducing poverty, education, natural food, access to me-
dical care, and similar challenges.

ESG GOVERNMENT BONDS

Sovereign debt securities that are chosen with a negative exclusion filter and po-

sitive sustainability criteria.

MICROCREDIT INSTITUTIONS

Equity instruments issued by financial institutions that actively provide services to

more vulnerable social groups.

SUSTAINABLE STOCK FUNDS
nability.

Stock funds that invest in firms which promote environmental and social sustai-
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The fund has undergone significant development in terms of
the markets and instruments covered since it was launched.
The positive externalities generated by the fund have in-
creased through its providing access to financial instruments
with new features and due to the effort in creating value for
the customer within a framework of controlled volatility. The
instruments used today include the bonds of countries and
companies distinguished for focusing special attention on
social and environmental matters, supranational bonds that
support developing countries, shares and units in companies
and funds that seek financial returns combined with social or
environmental benefits and other financial instruments with a
positive social and/or environmental impact.

An additional ethical characteristic is that it supports scien-
tific research by donating a percentage of the performance
commissions of the sub-fund to the Italian Multiple Sclerosis
Society (AISM) and its Foundation (FISM).

An Ethical Committee with a consultative and proactive role
has been established to ensure the investment choices made
are consistent with the ethical principles of the Fonditalia Eth-
ical Investment fund, tasked with verifying that the composi-
tion of the sub-fund portfolio is at all times aligned with its
underlying ethical principles, and with formulating opinions
on the ethical status of the investments when appropriate.

¢ Fonditalia Millennials Equity

Fonditalia Millennials Equity is a global equity sub-fund that
integrates financial analysis with the financial sustainability
and social value criteria promoted by Fideuram Asset Man-
agement (Ireland).

The sub-fund invests in equities that are mainly issued by
companies whose business model is better positioned to
exploit the effects in the economy and in society of the
growing role played globally by the “Millennials” genera-
tion (classified as the part of the population born between
1980 and 2000). The investment decision-making process
of the sub-fund integrates traditional financial analysis with
sustainability analysis (ESG).

The demand for ESG is very strong and is constantly
growing and with the passage of time, it has become a
requirement that is often found in institutional mandates
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and with customers. This product naturally lends itself

to being characterised as ESG, given that its focus on

social impact is certainly a prerogative of the generation
in question.

To handle this type of analysis, Fideuram Asset Manage-

ment (Ireland) relies on the collaboration of a firm with con-

solidated experience: MainStreet Partners.

The ESG characterisation is implemented by:

- guaranteeing that a percentage of the minimum portfolio
is covered by a detailed ESG analysis;

- creating a structure of maximum weights in the portfo-
lio that grows according to the sustainability rating of the
firms in which it invests;

- setting itself a minimum sustainability rating target for the
portfolio (for the portion that is covered by rating).

Fideuram alternative investments

In line with an integrated and across-the-board approach,
also for the product component dedicated to private markets
and created within the Fideuram Alternative Investments plat-
form of Fideuram Investimenti SGR, the aim was to highlight
the importance of sustainability and responsibility aspects.
The new FAI - Mercati Privati Europei program was developed
in collaboration with Tikehau Investment Management, a
French management company specialised in private markets
which, in its highly selective investment process, has applied
for some time ESG filters on all asset classes in order to create
value for investors with socially responsible investments that
are sustainable over time.

Offering of partners

The focus on sustainable investment topics was also adopt-
ed in the selection of third-party asset manager funds made
available a la carte. During 2019, 10 strategies were cho-
sen, among others, which were developed in compliance
with ESG criteria by partners with an established and recog-
nised track record in this area. They are global equity-type,
global and emerging bond and multi-asset solutions. Some
of these are arranged around specific issues, with particu-
lar reference to the areas of water, waste management,
transport and education.
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DISCRETIONARY ACCOUNTS

The year 2019 saw a further strengthening in the investa-
ble universe available to discretionary account platforms, dis-
tributed by Fideuram and Sanpaolo Invest, with investment
solutions that comply with the sustainability and responsible
investment themes of the leading global management com-
panies. In particular, the activity covered the “Il mio Foglio”
lines for Fideuram Folios and the “Eligo Fondi” lines for
Fideuram Omnia which allow initial customer participation in
their construction based on a broad and dynamic opportuni-
ty set, and also the lines of investment arranged on specific
issues.

The new chosen ESG strategies are of an equity nature, but
also include bonds and allow broad diversification as regards
types, geographic distribution and business segment.

With particular reference to the Omnia Discretionary Account,
the platform offers three accounts, among its solutions ded-
icated to Private Banking customers, that combine financial
return objectives with social and environmental goals devel-
oped in collaboration with partners specialising in sustainable
investment:

e the Ego Sustainable line, created in 2018 by Fideuram Inves-
timenti SGR in collaboration with MainStreet Capital Part-
ners. In 2019, Fideuram Investimenti SGR obtained certifica-
tion for its correct and coherent inclusion of environmental,
social and governance (ESG) factors in the investment pro-
cess of SRI (Socially Responsible Investment) products, in
line with the ISAE 3000 standards of the International Au-
diting and Assurance Standards Board (IAASB);

e the Ego High Conviction 100 and Ego High Conviction 70
lines, introduced in 2019 and created by Fideuram Investi-
menti SGR in collaboration with Lombard Odier Investment
Managers, a top-class partner with a proven track record in
terms of sustainable investments.

Since 2017, Intesa Sanpaolo Private Banking, in addition to
offering its customers the ability to define the lines of Cus-
tomised Discretionary Accounts with a “sustainable” focus,
has been offering the GP Mix Sustainable, a discretionary ac-
count line, characterised by a process of investment aimed at
building a balanced and diversified portfolio in international
markets.

The investment process of the lines combines the fundamen-
tal and economic analyses with specific sustainability assess-
ments that aim to pursue financial objectives in the same way
as social and environmental results.

The selection of countries and industries is based on assess-
ment criteria that recognise their contribution towards posi-
tive social development and protecting the planet.

In the direct and indirect choice of financial instruments, asset
managers prefer, though not exclusively, Governments, com-
panies and supranational organisations that are aligned with
the Sustainable Development Goals (SDGs) promoted by the
United Nations.

The assessment and selection of corporate securities takes
into account the policies and behaviour of issuing companies
with respect to major social, governance and environmental
issues, as well as their ability and intentions to pursue sus-
tainable development goals, also through the products and
services offered.

In particular, the assessment of bonds and funds that invest in
bonds issued by governments, supra-national companies and
organisations is based on, but not limited to, a combination
of:

* negative criteria, to exclude direct investments that may be
harmful to people and/or the environment, such as, for ex-
ample, fossil fuels, tobacco, arms, alcohol and gambling;

e positive criteria, in order to assess the ability of each issuer
and/or of the individual issue to generate a positive impact
on society and/or the environment;

° best in class, selection of investments on the basis of
demonstrated ability to stand out within their own indus-
tries sector or reference geographical areas on the basis of
sustainability criteria.

The assessment for equity investments follows the approach

described above, supplemented by an analysis of the abil-

ity of the companies to create positive externalities and/or
proactively pursue social and environmental goals as well as
financial objectives, with non-exclusive reference to issues
such as financial inclusion, climate change, health and qual-
ity of life, knowledge and technology, food and sustainable
agriculture, water, housing and sustainable transport. The
assessment of the sustainability of the existing portfolio is
performed in two steps: ex-ante through the internal pro-
cess of sustainable quality assessment and ex-post through
sustainable rating prepared by the specific adviser. Along
with the quarterly financial report of the GP Mix Sustainable,

a non-financial report is also produced that highlights the

contribution to the Sustainable Development Goals moni-

tored in the period.

INSURANCE AND PENSION PRODUCTS

Unit linked Fideuram Vita Insieme

In 2019, in collaboration with MainStreet Capital Partners,
the first internal sustainable investment fund was created for
Private Banking customers, within the Unit Linked Fideuram
Vita Insieme policy. The “Orizzonte Responsabile” fund is a
flexible, multi-asset fund that invests solely in financial in-
struments classed as sustainable and responsible and se-
lected through an investment process that requires the use
of environmental, social and governance criteria (ESG). The
fund’s portfolio is based on the GP Ego Sustainable product
and invests in financial instruments featuring high standards
in the management of environmental, social and governance
components.

Furthermore, under the Class Il policies in external funds,
there was continued inclusion in the investable universe of
additional ESG strategies of an equity nature (global, Euro-
pean and theme-based) and a (euro corporate and emerging
market) bond and flexible nature created by third-party Man-
agement Companies.

FONDO PENSIONE FIDEURAM

The sub-funds of the Fondo Pensione Fideuram Crescita,
Equilibrio and Valore have a global equity component in the
relevant benchmarks next to the bond portion and are there-
fore characterised as balanced, with different relative weights
of the components mentioned in the various sub-funds.
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In an effort, on the one hand, to characterise the investment
process with a sense of sustainability, applied to the sub-funds,

and, on the other, with the proposal to continue to enhance
the successful elements of the investment process, a decision
was taken to apply an exclusion filter to the investable uni-
verse of the equity component. Therefore, a few companies
were identified, whose business model, for various reasons,
was found not to be compatible with the way of interpreting
investment in line with the criteria of sustainability, and so the
sub-funds decided not to invest in these companies. Some
companies were excluded, since they operate in business ar-
eas whose negative externalities on society were judged to
be particularly severe, such as coal mining, the production of

FOR 2020

egies based on ESG logic.

Insurance products

Non-managed assets

ESG criteria into account

THE FINANCIAL SYSTEM AND OTHER INSTITUTIONS

Fideuram and its subsidiaries are members of a number of industry associations in their respective fields, including the Italian
Banking Association (ABI), Italian Association of Investment Advisory Companies (Assoreti), the Italian Association of Joint Stock

Companies (Assonime), the Italian Private Banking Association (AIPB), the Italian Association of Fund Managers (Assogestioni)
and the Italian Fiduciary Services Association (Assofiduciaria).

MAIN IMPROVEMENT OBJECTIVES

Investment funds and Discretionary accounts

The development of additional solutions dedicated to the ESG world
will continue, and also the enrichment of the investable universe avail-
able to asset managers and customers with the selection of new strat-

Also as regards this type of product, the plans are to proceed with the
expansion of the investable universe of insurance products with instru-
ments that meet the logic of sustainability and responsibility.

Based on market performance, some new issues will be offered taking

Relational capital 4.8 Financial and non-financial results

non-conventional weapons, gambling, adult entertainment
and tobacco. Those companies that have a high proportion
of their turnover in the defence sector were also excluded,

as well as companies operating in violation of the United Na-
tions Global Compact.

NON-MANAGED ASSETS

As regards non-managed assets, three solutions with ESG and
SRI themes were placed within the scope of the principal-pro-
tected certificates. In particular, three issues were made avail-
able to customers by Banca IMI, using the iStoxx Euro ESG
Leaders 50 index and the Euro iStoxx 50 Low Carbon index.
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4. Performance - 4.8 Financial and non-financial results Relational capital

CORPORATE EVENTS

CONSULENTIA (ROME AND BOLOGNA)

The event ConsulenTia 2019 “Protagonisti della Crescita” (“The Protagonists of
Growth"), organised by the Italian National Association of Financial Advisers (As-
sociazione Nazionale Promotori Finanziari - ANASF), was held in Rome at the
Auditorium Parco della Musica from 5 to 7 February. More than 3,000 persons
attended the event. Fideuram and Sanpaolo Invest were once again among the
sponsors of the event in 2019 and were also present with a stand of their own
in the exhibition area. It was attended by the main financial adviser networks
and some major asset management companies, which presented their mar-
ket strategies. It was an important moment for sharing views on the pro-
fession, a point of reference for the players in the sector. The roundtable
was held on the second day, entitled “The Protagonists of Growth. The
objectives for the future of advisory services. Network discussion” and
attended by Fabio Cubelli, Joint General Manager of Fideuram, Head of
Business Coordination of Fideuram and General Manager of Sanpaolo
Invest. Fideuram and Sanpaolo Invest were present as sponsors with
their stand also in the edition called “A profession of value” held in
Bologna on 1 and 2 October at the Palazzo della Cultura e dei Con-
gressi, with over 1,100 visitors attending.

SALONE DEL RISPARMIO

Fideuram was a partner at the 10" Edition of the Salone del Risparmio “Sosteni-
bile, responsabile, inclusivo. La frontiera del risparmio gestito” (“Sustainable,
responsible, inclusive. The frontier of managed assets”), an event organised
annually by Assogestioni (the Italian Association of Fund Managers), held in
Milan from 2 to 4 April at the MiCo Milano Congressi. The three-day con-
ference for the financial services industry attracted more than 15,700 vis- i arseanmidions
itors over the three days, with over 100 conferences, more than 300 na- FAI DA TE:

tional and international speakers and over 150 brand names. The event UN MITO O
included discussions, cultural projects and opportunities for investors UNA REALTA?

to further their knowledge. Participating in the exhibition area with
the Fideuram and Fideuram Investimenti SGR brands, the Fideuram
Group organised a conference on the opening day of the event,
called “Energia e Smart City: opportunita per lo sviluppo sostenibile
e per gli investitori” (“Energy and Smart Cities: opportunities for
sustainable development and for investors”), a sharing of ideas
and experiences to understand how the contribution of private
capital can give impetus to the real economy: from energy to
sustainable mobility with developments in the most advanced
cities. The main players in this evolution took part in the con-
ference, moderated by Gianluca La Calce, Managing Director
and General Manager of Fideuram Investimenti SGR.
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EFPA ITALIA MEETING

Centro Congressi Lingotto
Torino, 6 - 7 giugno 2019

and exhibition areas where Fideuram had a stand. The event
organised with seminars, conferences and debates with the
leading industry experts is now an annual fixture and provides
an important forum for professionals both with and without
certification from across Italy.

Fideuram was a gold partner at the 12" edition
of the National Convention of EFPA Italia 2019
(the Italian branch of the European Financial
Planning Association), entitled “La compe-
tenza per essere competitivi” (“The compe-

tence to be competitive”) held at the Lin- ‘
gotto Conference Centre in Turin on 6 and

7 June. The convention was attended by
investment professionals belonging to the
most important networks and SGRs from
all over Italy, who benefited from the
opportunity to share their knowledge
and experience in the training sessions

£3 FIDEURAM

INTESA SANPAOLO PRIVATE BANKING

ASSOCIAZIONE ITALIANA PRIVATE BANKING - AIPB (ITALIAN PRIVATE
BANKING ASSOCIATION)

The XV Forum of Private Banking, organised by AIPB,

was held at the Palazzo Mezzanotte in Milan on
15 November. The Forum AIPB is an annual meet-
ing reserved for industry operators and dedicated
to in-depth discussions on the main evolutionary
trends in Private Banking. Saverio Perissinotto, Gen-
eral Manager of Intesa Sanpaolo Private Banking and
Deputy Chairman of AIPB, took part in the Round-
table “Strategie per rafforzare |'attrattivita dell’ltalia
come hub finanziario nel panorama internazionale”
("Strategies for reinforcing the attraction of Italy as a
financial hub in the international panorama”).
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Natural Capital

4. Performance - 4.8 Financial and non-financial results

4.8.6 Natural Capital

Natural capital includes the processes and environmental resources which
contribute to generating goods and services for the Group’s business.

THE ENVIRONMENT

Following Intesa Sanpaolo’s environ-
mental guidelines, the Fideuram Group’s
environmental policy aims to contain
and rationalise energy consumption and
waste generation to reduce pollutant emissions and paper
consumption, waste production and management, and wa-
ter, electricity and gas consumption in order to make a posi-
tive contribution to sustainable development consistent with
environmental protection and awareness of current climate
changes. The growing attention paid to the possible conse-
quences of climate change has led to a greater awareness
among the financial institutions on the need to develop a spe-
cific understanding of the risks and opportunities associated
with it.
Climate change represents a complex challenge that will
inevitably have a strong impact on the future of the plan-
et and society. Climate change is the reason behind the in-
crease in extreme natural events and has permanent effects
that may result in considerable economic, environmental and
social costs. Such events that can generate a loss of wealth
and revenue for businesses and households have a potential
impact on the financial system. Banks have a key role and
prominent responsibilities with respect to the climate change
issue because they can guide loans and investments towards
businesses that are environmentally virtuous and work from a
perspective of improved awareness and containment of risks.

This is the context in which the Fideuram Group develops its
commitment, which is manifested in the desire to:

* Reduce the direct impacts on the environment of the
activities of the Group:

- ATMOSPHERIC EMISSIONS
The mitigation and containment of CO, emissions plays
an important role in the company policies, and certain
specific actions have been identified over the medium
term in the Intesa Sanpaolo Climate Change Action Plan,
aimed at reducing the environmental footprint.

ENERGY

The Group is continuing to improve energy efficiency
through using renewable sources and eliminating waste,
controlling and monitoring both direct and indirect im-
pacts.

PAPER

The Group also pays particular attention towards paper
consumption, both when purchasing paper by privileging
ecological paper (recycled and certified by responsible
sources) and in implementing policies of paper document
digitalisation, as well as in the final phase of recycling ac-
tivities by raising awareness and spreading environmental
consciousness among all concerned.

- WASTE

In line with applicable legislation, the Fideuram Group dis-
posed of hazardous and non-hazardous waste in a correct
manner.

¢ Increase indirect positive impacts and monitor and re-
duce negative indirect impacts:

- ENVIRONMENTAL IMPACTS OF INVESTMENTS
The Group is committed towards developing and pro-
moting financial products with ESG characteristics to be
placed with customers, and with the subscription of green
bonds.

- ENVIRONMENTAL IMPACTS OF THE SUPPLY CHAIN
Suppliers are also selected by using compliance with ESG
issues as a discriminating criterion.
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ATMOSPHERIC EMISSIONS

The correct and systematic quantification and reporting of
greenhouse gas (GHG) emissions enables the Fideuram Group
to check the results of the actions it undertakes to reduce
emissions, so as to contribute towards a reduction in global
pollution. During 2019, the reduction in electricity and heat-
ing consumption led to a reduction in the consequent GHG
emissions.

(tCO, eq.)

2019 2018 2017
SCOPE1 EMISSIONS
Direct emissions: total 2,508 2,882 2,675
SCOPE2 EMISSIONS
Total indirect emissions Market 325 1,078 701
Total potential indirect emissions
Location 6,006 6,538 6,767

The GHG emissions are reported in line with the international
Greenhouse Gas Protocol and the Guidelines on the applica-
tion of GRI Standards as regards the environment.

The reported indicators are:

e Scope1 direct emissions, namely those produced by sources
belonging to the Group and referring to the use of fuels for
heating and from company vehicles;

e Scope? indirect emissions, namely those produced indirectly
by the Group but over which it has no direct control and
relating to centralised air conditioning systems and acquired
electricity. These emissions in turn are broken down into
Market-based and Location-based. The Location-based
method highlights the effective emission reductions result-
ing from energy-efficiency improvement programs without
taking account of the benefits arising from the purchase
of energy from certified renewable sources (Market-based).

. SANPAOLO INVEST

N| FIDEURAM
m| INVESTIMENTI

N SIREF

m| FIDUCIARIA
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ENERGY

MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

Increase the installation of electrical systems and latest gen-
eration air conditioning systems permitting the containment
of energy consumption and the reduction and replacement
of existing systems in the branches and offices of Personal
Financial Advisers.

Activity continued in 2019 to achieve energy consumption
containment targets.

The Group continues to contain consumption through
management optimisation and energy efficiency initiatives.
These initiatives have, generally speaking, involved replac-
ing refrigeration units, installing LED or other high-effi-
ciency lighting in branches and signboards, bringing in
systems that automatically switch off computers at night,
using new low-energy printing methods, bringing in smart
lighting systems that automatically adjust lighting levels
and switch lights on and off, installing thermostatic valves
and launching initiatives to reduce excessive temperature
levels. Electricity consumption totalled 67,530 GJ, natural
gas (methane) consumption totalled 31,267 GJ, and fuel ail
consumption totalled 1,369 GJ during 2019, which were all
down compared to 2018.

Intesa Sanpaolo Private Banking - Milan, General Management

2019 2018 2017
ELECTRIC POWER CONSUMPTION
Total electric power consumption GJ 67,530 70,657 71,010
2019 2018 2017
NATURAL GAS CONSUMPTION
Natural gas consumption (methane) GJ 31,267 37,048 37,966
2019 2018 2017
FUEL OIL CONSUMPTION
Fuel Oil Consumption GJ 1,369 2,328 3,722
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PAPER

MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

Raising the awareness of corporate functions on the use of
paper.

During the year, further action was taken to raise the aware-
ness of corporate functions regarding the use of departmen-
tal printers, thus reducing paper consumption.

Extended use of biometric signatures in a wider range of
activities, guaranteeing lower consumption of paper.

During the year, biometric signatures were used and extend-
ed to Personal Financial Advisers and also to other units with
a consequent reduction in paper consumption.

Expansion of the range of products to be digitalised for the
creation of editable PDF documents, also for specific con-
tractual documents, with greater economies of scale and
reduction in consumption.

During 2019 there was a considerable reduction in paper
consumption due to the creation of significant quantities of
editable PDF documents.

In 2019, the companies in the Group consumed a total of 187 tonnes of paper
(98.9% of ecological type, of which 61.9% was Forest Stewardship Council (FSC)
certified paper from sustainably-managed sources, and 37% recycled) with a pro
capita consumption of 53 kg (60 kg in 2018). The plan to transition to paperless
documents continued with the upgrading of our digital document system and the
extension of the application to handle an increased range of documents, together

98.9.

ecological paper

with the provision of online statements and reporting for customers.

2019
Total paper consumption tons 187
Pro-capita paper consumption kg/employees 53

2018 2017
200 197
60 63

OTHER ENVIRONMENTAL OBJECTIVES

MAIN OBJECTIVES FOR 2019

ACTIONS AND RESULTS ACHIEVED

Completion of the process of replacing network multi-func-
tion printers with late generation equipment featuring re-
duced emissions of pollutants and greater recovery of con-
sumable materials in compliance with applicable laws and
regulations.

During 2019, the process of substituting the multifunction
printers with latest-generation equipment was completed
with a significant reduction of toner and waste.

Extended use of biometric signatures for lower consumption
of toner and reduced output of material to be disposed of.

In 2019, the use of biometric signatures allowed a reduction
in the consumption of toner and a lower production of waste.

Water consumption

Water resources are mainly used by the Group

for civil purposes. The water used came from the
public water supply or other water supply companies. Water
consumption totalled 91,129 m? in 2019, recording a reduc-
tion of 20% compared to 2018 with pro-capita water con-
sumption of 26 m* (32 m?in 2018).

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 213

2019 2018 2017

Total water consumption m3 91,129 114,093 123,766
m?/

Pro-capita water consumption employees 26 32 39
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Waste
T~ The Group implements meticulous Italian waste
disposal regulations with a view to more effectively
@ controlling the disposal of special waste. The sys-
0) tem makes it possible for the entire waste chain to
be computerised, simplifying procedures and com-
pliance, and reducing costs. The Group also complied with
municipal waste disposal directives, adopting suitable pro-
cesses and procedures for separate waste collection. Most
of the waste collected by separate waste collection was
paper and cardboard. During 2019 the Group generated
134 tonnes of waste (38 kg per employee), including 131
tonnes of non-hazardous special waste and 3 tonnes of
hazardous waste.

Used toner cartridges and hazardous and/or special waste
(fluorescent tubes and batteries etc.) were disposed of sep-
arately and appropriately, in accordance with current regula-
tions, using specialist companies and maintaining the related
compulsory registers and documentation.

2019 2018 2017
Total waste tons 134 111 84
Total waste pro-capita kg/employees 38 32 27
Total special waste
(non-hazardous) tons 131 109 82
Total hazardous waste tons 3 2 2

Total weight of waste by disposal method

M Landfill

54

I Reuse/
Recovery

47.5

%

Incineration with
energy recovery

0.6

M Recycling

46.5

Intesa Sanpaolo Private Banking - Milan, HNWI Branch
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MAIN IMPROVEMENT OBJECTIVES FOR 2020

13AO SSANISNG "L

Our main improvement objectives include the following:
Energy
e Increase the installation of electrical systems and latest generation air
conditioning systems permitting the containment of energy consumption
and the reduction and replacement of existing systems in the branches and
offices of Personal Financial Advisers.
4
Paper, Waste, Toner g
e Introduction of the possibility of using recycled paper for certain types of &
documents in addition to the certified paper already in use.

e Raising awareness of the use of digital and electronic signatures with a
consequent reduction in the consumption of toner and paper and reduced
output of material to be disposed of.

e Proposal for moving centralised management of paper supplies to local
management.

e Raising awareness of corporate functions as regards reserved printing with

default print settings on departmental printers and front and back documents.

e Continuation of the initiative aimed at reaching the paperless process with

the creation of editable PDF documents for a wider range of products, with

greater economies of scale and reduction in the consumption of paper, toner
and waste.
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Natural Capital

LEAN BANKING PROJECTS

Lean Banking projects continued in 2019, generating addi-
tional benefits and improving the Group’s position on envi-
ronmental protection issues.

The increase in training classrooms for Personal Financial Ad-
visers with the specific objective of directing towards the use
of digital platforms, and also the more widespread use of bi-

The development and completion of transactions using elec-
tronic procedures for some services offered by the Group al-

lowed an increase in digital filing, thereby cutting the costs of
supplies and transport and contributing in this way, actively,

ometric signatures led to some significant results:
e reduction of paper consumption;
e reduction of the costs of forms;

to the reduction in atmospheric pollution and a reduction in

the use of printers with less propagation of toner dust within
working areas to the benefit of employees’ health.

Access to the online channels through O-Key Smart and
O-Key SMS and the certification of customers’ mobile tele-

* reduction in the time required to implement customer re-  phone numbers has totally eliminated the use and sending
quests. of tokens (electronic devices made of plastic with their high-

ly-polluting battery) and reduced the sending of paper-based
credentials to customers.

MAIN IMPROVEMENT OBJECTIVES
FOR 2020

In 2020 the aim is to continue with the full-digit strategic
objective:

e significantly reduce the use of paper-based forms when

opening new current accounts (envisaged target of 95% of
accounts activated through the digital platform);

e extend the digital platforms for Personal Financial Advisers
and employees;

e guide customers even more towards adopting an online ac-
count;

e facilitate the recycling and disposal of waste (plastic, paper
and toner).
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4.9 Events after the reporting period and outlook

There were no significant events after the reporting period
requiring any changes to be made to the consolidated finan-
cial statements.

The process of reorganising and developing the operations
outside Italy of the Group continues. After its registration
at the local Companies Register on 31 January, the capital
increase of Intesa Sanpaolo Private Argentina for a total of
€1.5m became effective. This is to be carried out in part (for
€1.3m) through the conversion of an outstanding loan from
the parent company Intesa Sanpaolo Private Bank (Suisse)
Morval and the remainder through payment in cash.

Quarterly net recurring fees

(em)

440

420

400

In regard to operating results, managed assets totalled
€166.4bn at the end of January (up from the average
amount in 2019). The prospects for global economic growth
are extremely vulnerable due to high geopolitical tensions and
spread of the “Covid-19" virus, with its implications for pub-
lic health, economic activity and commerce.

For a more exact analysis of profitability during the current
year, see the approved results for the first quarter.

414

O
O

OO

380

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1
2017 2017 2017 2017 2018 2018 2018
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5. Governance - 5.1 The values and history of the Group

5.1 The values and history of the Group

Banca Fideuram has adopted the Intesa Sanpaolo Group’s Code of Ethical Conduct as part of a
comprehensive vision of social and environmental responsibility centred on strong relationships

with its stakeholders.

MATERIAL TOPICS

WHY TOPICS ARE MATERIAL

CORPORATE POLICIES

Brand reputation
Protection of customers’ personal
data (privacy) and brand reputation

Risk management

Anti-competitive and antitrust policies
Management of business-related
risks

by our customers.

Compliance

Regulatory compliance

Appropriate updating on develop-
ments in the reference regulatory
framework

Corporate Governance
Management of changes in lItalian
and international regulatory frame-
works

Transparency and clarity in manage-
ment of decision-making processes
Conflict of interest management
Policies and initiatives to limit the risk
of incidents of corruption occurring
Remuneration and compensation
policies for members of the Board of
Directors

The Fideuram Group deems it of fun-
damental interest that its own banking
activities be operated in full compliance
with the rules and with internal and ex-
ternal regulations and codes of conduct
as a cornerstone for the trust placed in us

The Fideuram Group has prepared a
Model of Organisation, Management
and Control compliant with Italian Leg-
islative Decree 231 of 8 June 2001. The
Group prepared the Model in light of
existing laws, regulations, procedures,
and control systems, to the extent that
they also provide appropriate measures
to prevent crimes and unlawful con-
duct in general, including the acts listed
by the decree. The Group has taken the
greatest care in defining its organisa-
tional structures and operational proce-
dures, both in order to assure efficient,
effective, and transparent management
of its activities and assignment of the
associated responsibilities, and to re-
duce dysfunctions, malfunctions, and
irregularities to a minimum.

The Code of Ethical Conduct is a voluntary self-regulatory
tool and an integral part of the Corporate Social Respon-
sibility management model. It contains the mission, corpo-
rate values, and principles that govern relations with stake-
holders, beginning with the corporate identity, and is an
integral part of the regulatory framework that governs the
various levels of Fideuram Group operations. The Group’s
internal Code of Conduct is issued in accordance with the
values and principles contained in it. That Code defines the
fundamental rules of conduct for directors, employees and
independent contractors in view of fulfilling and protecting
those values.

The model for implementation of the Code of Ethical Con-
duct is based on the self-policing of the organisational units

that pursue and defend the reputational value of socially
responsible conduct. The annual reporting of non-financial
information contained in the Integrated Annual Report of
the Fideuram Group, presents to the stakeholders the initia-
tives and indicators connected with topics of importance to
them, fulfilling the commitments made in the Code of Ethical
Conduct.

Any violations of the Code that do not involve fraudulent
acts or violations of specific provisions of law are subject
to mandatory measures based on a constructive approach
aimed at heightening individual sensitivity and care for the
values and principles affirmed in the Code.

Reports on violations of the Code are handled at the level of
Intesa Sanpaolo in collaboration with the structures involved.
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5.1 The values and history of the Group

Our growth strategy aims to create value that is solid and sustainable from economic, financial, social and environmental stan-
dpoints, built on the trust of our stakeholders and based on the principles of our Code of Ethical Conduct and on the values

that have always distinguished Fideuram’s culture and tradition.

Dedication to

quality of service

Attention to taking care of and
improving every aspect, both
tangible and intangible, of the
Group's service.

Professional
excellence

Continuous improvement
of our knowledge

and ability to use it

in providing advisory
services.

Systematic
approach
Commitment to
developing solutions
that comprehensively
meet customer needs.

The Code of Ethical Conduct, set up as a real “Charter of Re-

lations” with all stakeholders, has contributed to explaining

the values and principles of conduct resulting from that Code,
and specifically regarding:

e support for the human rights affirmed in the Universal Dec-
laration of Human Rights and subsequent international con-
ventions;

e protection of the fundamental rights contained in the eight
conventions of the ILO (International Labour Organization);

e recognition of the principles set out in the 2006 United
Nations Convention on the Rights of Persons with Disa-
bilities;

e contribution to the fight against bribery and corruption, by
supporting the guidelines issued by the OECD and prescrib-
ing zero tolerance for any episodes that might occur.

The Intesa Sanpaolo Group recognises the fundamental prin-
ciple enshrined in the Universal Declaration of Human Rights
and the United Nations Guiding Principles on Business and
Human Rights, which obligates businesses and individuals to
respect, protect, and promote human rights and fundamental
freedoms.

Centrality of the
Individual

Understanding and valuing
individual potential in the
relations between our
Personal Financial Advisers
and our Customers, and
between Fideuram and our
Personal Financial Advisers.

Openness

to the new

Readiness to embrace
socioeconomic change

and make this an added
value of the service we offer.

Intesa Sanpaolo also adheres to the UN Global Compact and

is @ member of the UNEP Finance Initiative (UNEP Fl), whose

principles pursue sustainable development with environmen-
tal protection.

In view of implementing these concepts in the Private

Banking Division, Intesa Sanpaolo has issued a document

entitled “Human Rights Standards”.

Consequently, Fideuram is committed to promoting re-

spect for human rights in all situations where it recognis-

es any effects of its own activity. The implementation and
gradual extension of human rights protection is monitored
through:

e analysis of the areas of impact on and contingent risks to
human rights, which emphasises the most exposed areas in
light of the International Bill of Human Rights and the eight
principal ILO conventions;

e training sessions for employees tailored to their assigned
tasks, roles, and responsibilities;

e reporting of non-financial information, certified by an inde-
pendent auditor, engaging the participation of stakeholders
and defining improvement targets, associated measure-
ment indicators, and results of monitoring activity.
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5. Governance - 5.1 The values and history of the Group

1963

Fideuram was acquired
by Istituto Mobiliare Ital-

1992
[]

iano (IMI) in order to op-
erate in the mutual fund
sector, taking over the
business of International
Overseas Services (10S).

Banca Fideuram was formed
through the merger of two com-
panies in the IMI Group: Banca
Manusardi, which was listed on
the Milan stock exchange, and

1997

Banca Fideuram launched a per-
sonalised financial planning ser-

Fideuram offered lItalian
investors the Fonditalia
and Interfund “histori-
cal” Luxembourg mutu-
al funds through a Net-

unde

Fideuram.
The shares continued to be listed

r the new company name.

vice benefiting from an advanced
technological platform to the ad-
vantage of its customers.

L]
1984

L]
199

Banca Fideuram was included in
the MIB 30 Italian blue-chip index.

6
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work of approximately Net profit €12.3m Net profit €107.4m
300 Personal Financial Client assets  €14,505 m Client assets  €25,440 m
Advisers. Personal Financial Personal Financial
Advisers 2,206 no. Advisers 2,813 no.
Fideuram started of-
fering its first 'J[_a“a” Net profit €78.0m Net profit €152.0m
;LgTiiI:;s;.lmlrend Clientassets €20,317 m Clientassets €32,167 m
Personal Financial Personal Financial
Advisers 2,729 no. Advisers 3,168 no.

Fideuram Bank (Luxembourg).

L]

1998

Establishment of the subsidiary



5.1 The values and history of the Group

2007

2002

]

Banca Fideuram acquired Sanpaolo
Invest SIM.

Following Eurizon Financial
Group's successful public purchase
offer, Borsa lItaliana delisted Ban-
ca Fideuram shares from its Mer-
cato Telematico Azionario elec-
tronic stock exchange and Banca
Fideuram was brought under the
full ownership and direct control
of Intesa Sanpaolo with the reor-
ganisation of the Eurizon Group's
business.

2009

The Group launched the SEI Ad-
vanced Advisory Service.

The first two Private Banking
Centres were opened in Turin
and Milan.

Eurizon Financial Group (con-
trolled directly by Sanpaolo IMI)
launched a public purchase of-
fer to buy all the shares in Banca
Fideuram.

Net profit €145.4 m Net profit €2255m Net profit €178.4m
Client assets €46,729m Client assets €68,574 m Client assets €67,801 m
Personal Financial Personal Financial Personal Financial
Advisers 3,520 ro. Advisers 4,280 no. Advisers 4,292 no.
Net profit €224.4m Net profit €176.1m
Client assets €67,591 m Clientassets €60,507 m
Personal Financial Personal Financial
Advisers 4,216 no. Advisers 4,209 no.

Banca Fideuram celebrated a histo-
ry of 40 years' leadership in its sec-
tor. A history in which the Bank's
role developed from the sale of
financial products to the provision
of investment advisory services.

L]
2006

L]
2008
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5. Governance - 5.1 The values and history of the Group

2011
L[]

Banca Fideuram
Fideuram Mobile Solution project,
further streamlining the opera-
tions of its Personal Financial Ad-
visers and enabling them to dedi-
cate even more time to customer

launched

2014
[]

The direct management of Group’s
Luxembourg funds was transferred
to Fideuram Asset Management
(Ireland), which became the only
management company for the
Group's funds outside Italy. The re-
organisation of the Intesa Sanpao-
lo Group led to the creation of a
Private Banking Division, including
Banca Fideuram and its subsidi-
aries, with the mission of serving
high-end customers (Private Bank-
ing customers and High Net Worth

Fideuram Vita was formed as part
of the Intesa Sanpaolo Group’s
project to reorganise its insurance
and pensions segment. Banca
Fideuram took a 19.99% stake in
the share capital of the new life
insurance company, while Inte-
sa Sanpaolo holds the remaining
80.01%.

L]
2010

relations. Individuals).
Net profit €175.1m Net profit €401.9m
Clientassets €70,949 m Clientassets €90,161 m
Personal Financial Personal Financial
Advisers 4,850 no. Advisers 5,044 no.
Net profit €216.6m Net profit €205.1m
Clientassets €71,591 m Clientassets €79,296 m
Personal Financial Personal Financial
Advisers 4,349 no. Advisers 5,082 no.

Launch of the Fideuram Campus
Personal Financial Adviser Train-
ing School with the creation of
customised training programmes.
The Group launched its first ethical
investment solution for the Italian
market, Fonditalia Ethical Invest-
ment, conceived in conjunction
with the Italian Multiple Sclerosis
Society/Foundation (AISM/FISM).

[

2012
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5.1 The values and history of the Group

2019 :
Z
[] -
S
In January Intesa Sanpaolo Private
Bank (Suisse), Morval Vonwiller
Holding and Bangue Morval joined I
Intesa Sanpaolo Private Bank
(Suisse) Morval. The merger of
FI.GE. S.p.A. into Siref Fiduciaria
2 O 1 7 S.p.A. took effect in March. ';
The transfer to Fideuram of the eg- z
uity investment in Morval SIM by a
the Swiss bank was completed in ”
The new London Branch of December, in preparation for the
Fideuram Asset Management merger of Morval SIM into Intesa
(Ireland) was opened. Sanpaolo Private Banking. —
Net profit €871 m Net profit €906 m N
Client assets €214,214 m Client assets €242,715 m s
~
Personal Financial Personal Financial ﬂ
Advisers 5,950 no. Advisers 5,834 no. 2
%
Net profit €747 m Net profit €834 m
Client assets €188,898 m Client assets €213,069 m
Personal Financial Personal Financial s
Advisers 5,846 no. Advisers 5,995 no. 3
2
z
To enable the Intesa Sanpaolo Fideuram celebrated a history of ™
Private Banking Division to control 50 years’ leadership in its sector.
and coordinate all the companies The Private Banking Division

necessary to provide outstanding
service to high-end customers,
Banca Fideuram acquired con-
trolling stakes in Intesa Sanpao-
lo Private Banking S.p.A., Sirefid
S.p.A. and Intesa Sanpaolo Private
Bank (Suisse) S.A. becoming the
operational sub-holding company
of the Division.

As part of the project reorganising
the Private Banking Division, Ban-
ca Fideuram changed its name to
Fideuram - Intesa Sanpaolo Private
Banking.

Intesa Sanpaolo Private Banking -
London Branch was opened.

launched the international devel-
opment of its activities through
the establishment of a hub in
Switzerland, with the acquisition
of the Morval Vonwiller Group.
Siref Fiduciaria was created from
the merger of Fideuram Fiduciaria
into Sirefid.

L]
2018
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5. Governance - 5.2 Organisational structure

5.2 Organisational structure

Fideuram’s governance model provides for the following
company bodies:

e the Shareholders’ Meeting, which expresses the sharehold-
er's wishes,

e the Board of Directors, appointed by the Shareholders’
Meeting for a period of three financial years and vested
with all management powers regarding the Bank;

e the Chairman of the Board of Directors - appointed by the
Board of Directors from among its members - who is the
Bank’s legal representative in dealings with third parties and
in legal proceedings;

¢ a Managing Director, appointed by the Board of Directors,
which determines his powers in accordance with the By-
Laws;

e the General Management that, pursuant to the By-Laws,
comprises a General Manager, if appointed, and one or more
persons who may be appointed Joint General Manager and/
or Deputy General Manager. In accordance with the duties
and competencies assigned by the Board of Directors, they
execute the decisions taken by the Board of Directors and
delegated bodies, managing the Bank’s current business,
organising its activities and deciding the ap pointment and
assignment of personnel. The General Management, each
member of which is appointed by the Board of Directors,
currently comprises a General Manager (position filled by
the Managing Director) and two Joint General Managers;

the Board of Statutory Auditors, appointed by the Share-
holders’ Meeting for a period of three financial years and
made up of three Statutory Auditors and two Acting Au-

ditors, which acts in a supervisory role regarding compli-
ance with the law, regulations and By-Laws, respect for
the principles of good management, and, in particular, re-
garding the suitability of the organisational, administrative
and accounting solutions adopted by the Bank and their
operation in practice. The Board of Statutory Auditors also
performs the duties of a Supervisory Board pursuant to
Italian Legislative Decree 231/2001;

e the Manager responsible for the preparation of the com-
pany accounts, appointed as provided for in the By-Laws,
who is in charge of the internal audit system with respect to
accounting and financial reporting.

The powers and operating procedures of the Company
Bodies are set out in laws and regulations, in the By-Laws
and in resolutions of the competent bodies. The Board of
Directors has approved the Fideuram “Regulations govern-
ing the operation of the Board of Directors with respect
to multiple appointments”, in compliance with the inter-
nal regulations implementing the Bank of Italy Supervisory
Regulations.

The statutory audit is carried out by an independent auditing
firm that meets the requirements of Italian law. Fideuram has
appointed KPMG S.p.A. as the independent auditors for its
separate and consolidated financial statements for the 2013
to 2021 financial years. Nonetheless, the Shareholders’ Meet-
ing called to approve the financial statements at 31 Decem-
ber 2019 will still be asked, in accordance with Group instruc-
tions, to approve the proposal for consensual termination of
that mandate and assignment of a new mandate to EY S.p.A.
as independent auditor of the Intesa Sanpaolo Group from
financial year 2021.
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5.2 Organisational structure

Managers

ANDREA CHIOATTO (*)
FABIO CUBELLI

Manager responsible
for the preparation
of the Company
Accounts

PAOLO BACCIGA

ELIANO LODESANI
(Non-Executive)

PIERO LUONGO
(Non-Executive)

GIUSEPPE RUSSO
(Non-Executive)

Secretary to the Board
of Directors

FILIPPO MAMMOLA

Company Officers
Z
z
o
=2
Shareholders’ Meeting
5
>
Board of Directors Board of Statutory =
Auditors a
Related Parties Chairman Chairman
Committee PAOLO MARIA VITTORIO GIULIO STEFANO LUBATTI
GRANDI
Chairman (Non-Executive) o
GIANGIACOMO Statutory Auditors %
NARDOZZI TONIELL Managing Director | | 0 DEIACQUA
PAOLO MOLESINI Q §
Members LORENZO GINISIO g
GIOVANNI BATTISTA Directors )
BISOGNI GIANGIACOMO DOMENICO . .
LUIGI NARDOZZI TONIELLI Acting Auditors
PIERO LUONGO (Deputy Chairman - Independent ALESSANDRO COTTO
Non-Executi
on-Brecutive) FRANCESCA MONTI
GIOVANNI BATTISTA BISOGNI
(Independent Non-Executive) &
ELENA DAVID Z
General Management (Independent Non-Executive) Independent Auditors §
General Manager CLAUDIA DE BENEDETTI KPMG S.p.A. m
(Independent Non-Executive)
PAOLO MOLESINI
] DANIELE PIETRO GIUDICI
Joint General (Independent Non-Executive)
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(*) Until 3 February 2020. On that same date, the Board of Directors of Fideuram - Intesa Sanpaolo Private Banking S.p.A. appointed Lino Mainolfi as Joint General Manager, Head of the
Operational and Financial Coordination Area
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5. Governance - 5.3 Ownership structure

5.3 Ownership structure

The Bank’s fully paid-up share capital pursuant to article 5 of the By-Laws is €300,000,000.00 divided into 1,500,000,000
ordinary shares with no par value, wholly owned by Intesa Sanpaolo S.p.A., which is responsible for the Bank’s management
and coordination as the parent company of the banking group of that name.

Fideuram - Intesa Sanpaolo Private Banking - Registered Office, Turin
Permanent Secondary Office, Milan
Administrative Headquarters, Rome
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5.4 Role of sub-holding company

5.4 Role of sub-holding company

Intesa Sanpaolo plays a management and coordination role, is-
suing directives and formulating instructions to govern company
operating procedures and ensure that aligned organisational and
management rules are adopted, ensuring levels of integration
suitable for achieving shared strategic goals with a view to ma-
ximising value and optimising the synergies of belonging to the
Group, leveraging the characteristics of its different members.

The Private Banking Division within the Group brings to-
gether the companies providing financial advisory, asset
management and fiduciary services. As part of the Business
Plan 2018-2021, it has undertaken a project to develop its
presence on the international market.

The Division’s mission is to serve the high-end customer seg-
ment, creating value with products and services conceived

for excellence, while ensuring the increased profitability of
client assets through constant development of our product
range and service delivery solutions, focusing on products
with a high service content and introducing innovative re-
muneration schemes.

In line with the mission and objectives Intesa Sanpaolo has
assigned the Private Banking Division, Fideuram has been
made the sub-holding company of its subsidiaries in the Di-
vision. In this capacity, Fideuram heads an integrated group
of companies both in and outside Italy that specialise in the
distribution and management of financial products. Alon-
gside the distribution of financial products, the Group also
distributes insurance and pension products provided by
Fideuram Vita S.p.A., an insurance company in the Intesa
Sanpaolo Group.

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 229
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5. Governance - 5.5 Company management

5.5 Company management

Composition and role of the Board of Directors

The Bank's Board of Directors comprises 10 members, appointed
by the Ordinary Shareholders’ Meeting of 20 April 2018, whose
term of office ends with the Shareholders’ Meeting called to ap-
prove the financial statements for the 2020 financial year.
Within the Bank’s Board of Directors, the title of Executive Di-
rector may only be applied to the Managing Director and Ge-
neral Manager, in consideration of their assigned duties and
powers of executive management and for the direction of the
Bank’s business and of the Personal Financial Adviser Networks.
Five of the other Directors meet the requirements of indepen-
dence specified in the amended version of article 13 of the
By-Laws. These Directors:

a) do not have significant influence over the Company or its
subsidiaries or its parent companies or companies in whi-
ch it has a joint controlling interest or are not employed
by and do not have ongoing consultancy or remunerated
work, or commercial, financial, or professional relations
that could compromise their independence;

b) are not or have not been during the last three financial
years Executive Directors or key managers of the Company
or its subsidiaries, parent companies or companies in which
it has a joint controlling interest, or have not been directors
of the Company for more than nine financial years during
the last twelve financial years;

¢) are not relatives up to the fourth degree of consanguinity
or affinity of any people in the situations specified at letter
b) above.

Pursuant to said article 13 of the By-Laws, the Board of Direc-
tors issued a specific regulation setting the maximum number
of appointments outside the Intesa Sanpaolo Group that may
be held by Directors (five for Executive Directors and ten for
Non-Executive Directors).

On the basis of the declarations of the individual Directors
concerned, all the Directors respect the limits on the total
number of appointments they may hold.

In accordance with article 17 of the By-Laws, the Board of
Directors is in charge of the Bank’s ordinary and extraordinary
management, excepting in those matters where Italian law
restricts decision-making power to the Shareholders’ Mee-
ting. In particular, the Board of Directors has the authority to
make decisions concerning, inter alia, general management
policy, strategic policy and operations, business and financial
plans and the system of corporate governance, the approval
and amendment of internal regulations, the appointment of
General Management, the appointment/dismissal of com-
pany audit unit managers, and the purchase and sale of equi-
ty investments.

The Board of Directors likewise has the authority to make de-
cisions concerning the following:

- mergers and spin-offs in the cases and following the proce-
dures provided for by applicable laws and regulations;

- the establishment and closure of secondary registered of-
fices;

- reductions in the share capital when shareholders withdraw;

- amendments to the By-Laws in accordance with regulatory
provisions.

The Board of Directors must be kept constantly informed of
all decisions taken by the delegated bodies through informa-
tion provided at regular intervals by the Managing Director
and General Manager.

The Board of Directors also receives and examines the regular
information provided by the company audit units, the Group
Business Continuity Plan Manager, the Manager responsible
for the preparation of the company accounts and the Super-
visory Board established pursuant to Italian Legislative Decree
231/2001. Meetings of the Board of Directors, which the By-
Laws stipulate must as a rule be held at two-month intervals,
are normally held every month.
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5.5 Company management

The Board of Directors also retains sole responsibility for the
following duties:

e examining and approving the strategic business and finan-
cial plans of the Bank and its subsidiaries, the Bank's corpo-
rate governance system and the Group structure, as well as
formulating directives governing relations with subsidiaries;

approving the budget and separate and consolidated mon-
thly, quarterly, half-year and annual financial statements;

assessing the suitability of the organisational, administra-
tive and general accounting systems of the Bank and of
its strategically significant subsidiaries put in place by the
Managing Director and General Manager, paying particular
attention to the internal audit system and management of
conflicts of interest;

delegating authority to the Managing Director and General
Manager, and revoking such authority, specifying the limits
to and procedures for the exercise of said authority;

deciding, with the agreement of the Board of Statutory Au-
ditors, the remuneration of Directors with special positions
or duties;

drawing up guidelines for the internal audit system in
conjunction with the Internal Audit Committee, and an-
nually assessing the system'’s suitability and effective ope-
ration;

e deciding, in accordance with Group policies, the remunera-
tion of the members of General Management;

OFFICE MEMBERS DATE OF
APPOINTMENT
Chairman Paolo Maria Vittorio Grandi 20/04/2018
Giangiacomo Domenico
Deputy Chairman Luigi Nardozzi Tonielli 20/04/2018
Managing Director and
General Manager Paolo Molesini 20/04/2018
Director Giovanni Battista Bisogni 28/03/2019
Director Elena David 20/04/2018
Director Claudia De Benedetti 20/04/2018
Director Daniele Pietro Giudici 20/04/2018
Director Eliano Lodesani 20/04/2018
Director Piero Luongo 20/04/2018
Director Giuseppe Russo 20/04/2018

e evaluating general performance, taking into consideration,
in particular, the information received from the delegated
bodies and regularly comparing the results achieved with
those planned;

e examining and providing prior approval for strategically,
economically or financially significant transactions by the
Bank and its subsidiaries, paying particular attention to si-
tuations in which one or more Directors have a potential
direct or indirect conflict of interest, or, more generally, to
transactions with related parties;

e reporting to the Shareholders at the Shareholders’ Meeting
on the work carried out and planned.

12

Meetings in 2019

96% average
attendance at
meetings

% OF NUMBER OF EXECUTIVE NON- INDEPENDENT
MEETINGS OTHER OFFICES EXECUTIVE AS PER
ATTENDED HELD IN THE BY-LAWS

INTESA SANPAOLO
GROUP
92% 2 - X -

100% - - X X

100% 3 X - -

100% - - X X

100% - - X X

100% 1 - X X

100% - - X X

75% 2 - X
100% 3 - X -
92% 1 - X -
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5. Governance - 5.5 Company management

Chairman

In accordance with the provisions of the
By-Laws, the Chairman is empowered
to act as the Bank’s legal representati-
ve. In addition, the Board of Directors
has assigned the Chairman duties of di-
rection and coordination and non-ma-
nagerial powers that are instrumental
in the operation of the Bank, including:

CHAIRMAN

Paolo Maria Vittorio Grandi

Non-Executive Director

e supervising the Managing Director
and General Manager's implementa-
tion of the resolutions of the Board of
Directors;

% attendance at meetings of the Board of Directors 92%

acting on the decisions of the Board
of Directors, having taken due note of
the opinion of the Managing Director
and General Manager, with respect to
the Bank’s share capital and the pur-
chase and sale of equity investments;

Length of service / first appointed: 20 April 2018

Other significant offices held:
e Chief Governance Officer of Intesa Sanpaolo S.p.A.

e Director of Banca IMI S.p.A.

proposing the appointment and di-
smissal of members of General Ma-
nagement to the Board of Directors,
in consultation with the Managing
Director and General Manager, and
specifying their duties and responsi-
bilities;

e Director of ABI
e Chairman of Intesa Sanpaolo Holding International Luxembourg
e Director of CAMFIN S.p.A.

e Director of Istituto Europeo di Oncologia S.r.l.

formulating and managing media
communications, branding and cha-
ritable activities, in consultation with
the Managing Director and General
Manager.
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Managing Director and General Manager

The Managing Director and General
Manager is responsible for the opera-
tional management of the Bank and of
the Personal Financial Adviser Networ-
ks, with full powers of ordinary and ex-
traordinary management in accordance
with the general planning and strategic
policies decided by the Board of Direc-
tors, with the sole exception of those
powers which by law may not be dele-
gated and those restricted to the Board
of Directors or other company bodies.

MANAGING DIRECTOR AND
GENERAL MANAGER

13AO SSANISNG "L

Paolo Molesini

Executive Director

% attendance at meetings of the Board of Directors 100%

Length of service / first appointed: 1 July 2015

S3IDILVHILS T

Other significant offices held:

e Intesa Sanpaolo Group, Head of Private Banking Division (*)
e Chairman of Sanpaolo Invest SIM S.p.A.

e Deputy Chairman of Intesa Sanpaolo Private Banking S.p.A.

e Director of Intesa Sanpaolo Private Bank (Suisse) Morval

General Management

In line with the powers delegated to the Managing Director
and General Manager, and in line with the broader system
of delegation in place in the Private Banking Division, the Bo-
ard of Directors of the Bank has appointed two Joint General
Managers, assigning them responsibility for Operational and
Financial Coordination, and Fideuram Business Coordination,
respectively.

Composition of the Board of Directors

Composition by gender

20% 80%

Women Men

Composition by age group

30 to 50 over 50

(*) Beginning 1 January 2020, the Head of the Private Banking Division has been Tommaso Corcos, who also took over the position of Managing Director and General Manager of Fideuram
- Intesa Sanpaolo Private Banking S.p.A. beginning 24 February 2020. On the same date, Paolo Molesini took over as Chairman of the Board of Directors

e Chairman of Assoreti

e Member of the Board of Directors of the Italian Private Banking Association
(Associazione ltaliana Private Banking - AIPB).

1IX3INOD LINYVIN "€

Each Joint General Manager is invested with specific powers to
enable them to perform the duties assigned to them in their are-
as of responsibility and their corporate duties: powers to act pro-
actively in an advisory and inquiry capacity, submitting proposals
to the Managing Director and General Manager, and executive
powers to implement the resolutions of the Board of Directors and
the instructions of the Managing Director and General Manager.

IDNVINYOLNI T

Composition by professional expertise
of the Directors

BANKING GOVERNANCE
60%

RISK GOVERNANCE AND CONTROL SYSTEMS
50%

LEGAL, CORPORATE AND REGULATORY
50%

FINANCIAL AND INTERNATIONAL MARKETS
50%

PLANNING AND STRATEGIC VISION
40%

ACCOUNTING, FINANCIAL STATEMENTS AND INTERNAL AUDITING
30%

INTERNATIONAL EXPERIENCE
30%

SUSTAINABILITY
10%
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5. Governance - 5.6 Remuneration policies

5.6 Remuneration policies

Fideuram has adopted a traditional management and control
system. Consequently, the Shareholders’ Meeting has sole au-
thority to decide the remuneration policies for Directors.

In accordance with article 2364 of the Italian Civil Code, the
Shareholders’ Meeting is, moreover, responsible for determi-
ning - in accordance with Group guidelines - the annual re-
muneration of the members of the Board of Directors it has
appointed, together with any compensation payable for at-
tending Board meetings.

The Shareholders’ Meeting is also responsible for appro-
ving (i) the remuneration policies for employees and for
human resources that are not salaried employees of the
company, (ii) share-based compensation arrangements,
and (iii) the criteria for determining the remuneration due
in the event of early severance of employment or early ter-
mination of office, including any limits established for such
remuneration.

The Shareholders’ Meeting may also set, with the qualified
majorities defined by Supervisory Regulations, a ratio betwe-
en the variable component and fixed component of individual
staff remuneration exceeding 1:1 but not exceeding the maxi-
mum limit set by those regulations.

Fideuram - Alvino Naples Office

In accordance with the Supervisory Regulations, the remune-
ration policy document is drawn up by our parent company
for the entire banking group to ensure its overall consistency,
provide the necessary guidance for its implementation and to
verify its correct application at Group level.

The remuneration of Directors with special positions or du-
ties is decided by the Board of Directors in accordance with
article 2389 of the ltalian Civil Code and in compliance with
the By-Laws and the remuneration policies approved by the
Shareholders’ Meeting, having taken due note of the opinion
of the Board of Statutory Auditors.

The Managing Director, as General Manager, and the Joint
General Managers, are entitled to a fixed gross salary and a
variable bonus, linked to the achievement of targets set in
advance by the Board of Directors, in accordance with the
guidelines of parent company Intesa Sanpaolo and the Super-
visory Regulations regarding remuneration and bonus policies
and practices.

Details of the remuneration paid to the Directors are provided
in the Notes to the Financial Statements.

Fideuram - Siena Office
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5.7 Internal audit system

The internal audit system is an essential core component of
the corporate processes, designed to ensure — through ma-
naging the related risks — that the Bank and its subsidiaries
are managed properly with a view to achieving their stated
goals and, at the same time, to safeguarding their stakehol-
ders’ interests.

Fideuram - Intesa Sanpaolo Private Banking combines profi-
tability with the informed undertaking of risks through the
monitoring and management of the risks connected with
the company’s processes and the proper management of the
Bank and its subsidiaries.

The internal audit system operates in accordance with the
relevant European and Italian laws and regulations in force
and, in particular, the related provisions of the Bank of Italy’s
supervisory regulations, the Italian Finance Consolidation
Act and the provisions implementing it issued by the Italian
National Commission for Listed Companies and the Stock
Exchange (CONSOB) and the Bank of Italy, as well as the
internal regulations of the Intesa Sanpaolo Group.

The Bank’s internal audit system, which has been organised
in accordance with the law, Supervisory Regulations and in-
ternational best practices, is based on a set of rules, duties,
resources, processes, procedures and organisational units
that aim to ensure alignment with company strategies and
the achievement of the following objectives:

e due implementation of company strategies and policies;

e risk containment within the limits specified in the fra-
mework for the determination of Bank's Risk Appetite Fra-
mework (RAF);

e protection of the value of assets and protection against
loss;

o effectiveness and efficiency of corporate processes;

e reliability and security of corporate information and IT pro-
cedures;

e risk prevention regarding the Bank’s involvement, inclu-
ding unintentionally, in unlawful activities (particularly
with regard to money laundering, the lending of money
at exorbitant interest rates and the financing of terrorism);

e compliance of operations with the law, supervisory regu-
lations and internal policies, procedures and regulations.

The internal audit system plays a crucial role and involves
the entire company organisation (company bodies, depart-
ments, and personnel at all levels). It is formalised by a
body of “Governance Documents”, which govern the run-
ning of the Bank (including the By-Laws, Code of Ethical
Conduct, Group Regulations, Policies, Guidelines, Organi-
sation Charts and the Organisational Model pursuant to
Italian Legislative Decree 231/2001), and operational regu-

lations which govern its corporate processes, single activi-
ties and related controls.

In line with the provisions of the Supervisory Regulations on
internal audits (Bank of Italy Circular No. 285/2013, Title IV,
Section 3), Intesa Sanpaolo approved its “Integrated Inter-
nal Audit System Regulations”, which specify the internal
audit system for the entire Banking Group. The Bank, which
is subject to said Supervisory Regulations, has consequent-
ly both adopted the aforesaid regulations and approved its
own regulations that reflect the specific nature of its opera-
tions and comply with the guidelines and decisions of Intesa
Sanpaolo.

This regulations document constitutes the reference fra-
mework for the Bank’s internal audit system, setting out the
auditing principles and rules for the documents issued in
compliance with specific Supervisory Regulations. In particu-
lar, it sets out the reference principles and specifies the tasks
and responsibilities of the company bodies and units with
audit duties that variously contribute to the proper functio-
ning of the internal audit system. It also sets out the coor-
dination procedures and information flows which promote
the integration of the system.

More specifically, the company rules outline organisational
solutions that:

e ensure there is sufficient separation between operating
and audit units and avoid situations where there could be
a conflict of interest in the allocation of responsibilities;

e are able to appropriately identify, measure and monitor the
main risks assumed in the various operating areas;

e ensure that there are reliable information systems and sui-
table reporting procedures in place at the various different
levels with governance and control responsibilities;

e enable any issues encountered by the operating units, as
well as by the audit units, to be promptly reported to the
appropriate levels so that they may be dealt with imme-
diately;

e ensure appropriate levels of business continuity.

From an operational standpoint, the internal audit and risk
management system comprises three levels:
1. Line audits performed by the operational and business
units
2. Risk and compliance audits which aim, inter alia, to ensure:
- the due and effective implementation of the risk mana-
gement process;

- compliance with the operating limits assigned to the va-
rious units;

- compliance of company operations with applicable regu-
lations, including those regarding self-regulation.

The units responsible for these audits (“Level Il units”)

contribute to the development of the risk management
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5. Governance - 5.7 Internal audit system

policies and process. Fideuram’s Level Il units include the
Risk Management Unit, headed by the Chief Risk Officer
Area of the Bank, the Compliance and Anti-Money Lau-
ndering Units, headed by the Chief Compliance Officer
of Intesa Sanpaolo, and our parent company’s Internal
Validation Service, which performs the risk management

function duties specified in the related regulations in its
areas of competence.

These units are organisationally separate from one another.
In order to ensure their independence, these units:

e have the authority, resources and competencies required
to perform the duties assigned to them;

e have a budget over which they have independent control;

e have access to all company data and external data (e.g.
) ) ) ) ) regarding outsourced activities);
3. Internal audits (“Level lll units”) that aim to identify any

breaches of the procedures or of the regulations, as well

e have a sufficient number of human resources with the
as to periodically assess the completeness, suitability, necessary technical and professional competencies, who
functionality (in terms of efficiency and effectiveness) receive ongoing training.
and reliability of the organisational structure of the other
components of the internal audit system and information
system (ICT Audit), at predetermined intervals to suit the
nature and severity of the risks. Fideuram’s Level Il units

include the Audit functions performed by the Chief Audi-
ting Officer of Intesa Sanpaolo.

Fideuram’s Integrated Internal Audit System Regulations
also provide for the establishment of an Audit Coordination
Committee which acts as a technical body made up of ma-
nagement professionals at the Bank, with the purpose of
strengthening interdepartmental cooperation and coordina-
tion regarding the Division’s internal audit system.
The company audit units that perform the required activi-
ties enjoy the necessary autonomy and independence from
the operating units and have unrestricted access to com-

pany data, archives and assets in the performance of their

The Committee operates within the guidelines drawn up by
respective duties.

the Company Bodies and on the basis of the operational
and functional powers assigned to it by the Bank’s Board of
Directors.

AUDIT COORDINATION COMMITTEE
This body has the responsibility of:

* monitoring implementation and maintenance of the integrated
internal audit system on a continuous basis, facilitating coordination
among the audit functions and guiding the joint actions taken for
this purpose;

e participating with the audit functions in the planning of activities
and sharing their results and actions, facilitating standard
assessment of joint findings;

e coordinating discussion of the assessments made by the corporate

audit functions, including in order to decide on mutually compatible
times, standards and content;

e coordinating preparation of an annual report to the Company
Bodies of the Bank on the audits of the Bank and its subsidiaries, the

results of those audits, the weaknesses found, and the measures to
be taken to eliminate any deficiencies found;

e identifying the most important issues to be brought to the attention
of the Managing Director and General Manager,

e facilitating coordination among the audit functions in defining
and updating the methods used in cross-project situations, while
pursuing effective integration of the risk management process.
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SUPERVISORY BOARD

Fideuram - Intesa Sanpaolo Private Banking adopted the “Orga-
nisational, Management and Control Model in accordance with
ltalian Legislative Decree 231 of 8 June 2001" (most recently
updated as approved at the Board of Directors Meeting of 14
December 2018), designed to prevent the possibility of com-
mitting the offences specified in the Decree and, consequently,
to rule out the Bank’s administrative liability. The duty of super-
vising the operation, effectiveness and suitability of the Model
and compliance with it, of preventing the offences specified in
[talian Legislative Decree 231/2001, and of updating the Model,
is entrusted to a Supervisory Board vested with autonomous
powers of initiative and control that is autonomous, indepen-
dent, professional and operates with continuity of action. The
work, operation and duties of the Supervisory Board are, in ad-
dition to being specified in the Model, also governed by the
related “Regulations governing the Supervisory Board establi-
shed in accordance with Italian Legislative Decree 231/2001"
as most recently approved by the Board of Directors on 12 April
2017. The Supervisory Board duties provided for by Italian Legi-

AUDITING

The Audit Department reports directly to the Board of Directors.

slative Decree 231/2001 are assigned to the Board of Statutory
Auditors. The Bank made this choice in accordance with the
guidance given by lawmakers and the Supervisory Authority.
Article 14 of Law 183/2011 specifically permits joint stock com-
panies to assign the duties of the Supervisory Board to the Bo-
ard of Statutory Auditors in order to streamline their corporate
controls. The members of the Board of Statutory Auditors are,
therefore, also members of the Supervisory Board, which can also
include acting auditors, who are permitted to stand in for statu-
tory auditors - solely for performing the duties of members of
the Supervisory Board - in those cases provided for by the Model,
when there are causes for the suspension of statutory auditors
or statutory auditors are temporarily prevented from attending
or their term of office has come to an end. No acting auditor has
ever needed to stand in for a statutory auditor to date. The Su-
pervisory Board sends a dedicated report at least every six months
to the Board of Directors on the suitability of and compliance
with the related Organisational, Management and Control Mo-
del. The Supervisory Board held 12 meetings in 2019.

BOARD OF DIRECTORS

T
I

\

AUDIT DEPARTMENT

e it is tasked with auditing the proper conduct of operations and processes within the Bank and its subsidiaries, as-
sessing the overall internal audit system and its suitability for ensuring the effectiveness and efficiency of company
processes, the protection of the value of assets and protection against loss, the reliability and integrity of accounting
and management information, and the compliance of operations both with the policies established by the company’s
governance bodies and with internal and external regulations;

e it focuses above all on identifying any anomalous or risky behaviour, any breaches of the applicable laws and regula-
tions in Italy and abroad, as well as any failure to respect internal and Group procedures and regulations, formulating
recommendations regarding the implementation of the measures required to eliminate any highlighted phenomena;

e it supports the Supervisory Board in monitoring compliance with and the suitability of the rules in the Organisational,
Management and Control Model, in accordance with Italian Legislative Decree 231/2001, calling in the competent
units required for mitigation actions if any problems are encountered.

T T T
| | |

Y Y Y

CENTRAL DEPARTMENTS AND FIDEURAM NETWORKS DOMESTIC AND INTERNATIONAL
SUBSIDIARIES AUDIT UNIT AUDIT UNIT PRIVATE BANKING AUDIT UNIT

It performs internal audits of the pro-
cesses and Branches of Intesa Sanpaolo
Private Banking, Intesa Sanpaolo Private
Bank (Suisse) Morval and Siref Fiduciaria,
checking the effectiveness of the internal
audit system.

It carries out internal audits of the Bank’s cen-
tral departments (including with respect to ICT
processes) and subsidiaries (for which it perfor-
ms internal auditing activities under outsour-
cing agreements), as well as for monitoring the
proper performance of internal audits.

It plans and carries out
audits on the work of the
Personal Financial Advi-
sers in the Fideuram and
Sanpaolo Invest networ-
ks and branches.
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5. Governance - 5.7 Internal audit system

In June 2017, Fideuram approved the project to outsour-
ce its own Audit Department to Intesa Sanpaolo. The new
Fideuram auditing model has been set up to assure consistent
third-level controls through the establishment of a specialised
unit within the Intesa Sanpaolo Internal Auditing Department.
That unit is dedicated to the entire Private Banking Division
and to further reinforcing synergies between the current Au-
dit Unit of Fideuram and that of Intesa Sanpaolo. This project
was notified by Intesa Sanpaolo to the European Central Bank
and copied to the Bank of Italy on 25 July 2017. At the end of
the regulatory waiting period, the project was implemented
on 1 October 2017.

The Audit Department of the Private Banking Division has a
structure and control model defined in line with the chan-
ges in the organisational structure of Intesa Sanpaolo and the
Group. It reports functionally to the Chief Audit Officer of the
Parent Company.

The Head of the Audit Department of the Private Banking
Division, most recently appointed by the Board of Directors at
its meeting on 20 June 2019, enjoys the necessary autonomy
and independence from the operating departments and re-
ports directly to the Board of Directors and Board of Statutory
Auditors. The duties of the Head of the Audit Department are
clearly defined and approved by resolution of the Board of
Directors, which also specifies their authority and responsibi-
lities, including the requirements regarding their reporting to
the Board of Directors.

The Internal Audit Department takes a third level approach
to auditing the overall functionality of the internal control
system, informing the Company Bodies of possible impro-
vements, particularly those concerning the RAF, to the risk
management process and the tools for measuring and con-
trolling those risks.

More specifically, the Department evaluates the thorough-
ness, adequacy, functionality and reliability of the compo-
nents of the internal control system, the risk management
process and business processes, while also addressing the
capacity to identify and prevent errors and irregularities.
Among other things, it checks the corporate risk control and
regulatory compliance functions in this context, inter alia by
participating in projects, in view of creating added value and
improving the effectiveness of control processes and organi-
sational governance.

The Internal Audit Department is also responsible for evalua-
ting the effectiveness of the corporate RAF definition process,
the internal consistency of the overall scheme, and the com-
pliance of corporate operations with the RAF itself.

The Department has access to all the activities performed
both at the central offices and at the branch locations. When
important activities are assigned to third parties for perfor-
mance of the internal control system (e.g. data processing),
the Internal Audit Department has to be able to access the
activities performed by those parties as well.

The Internal Audit Department uses staff possessing ade-
quate professional knowledge and expertise and applies the
best practices and international standards for the professional
practice of internal auditing defined by the Institute of Inter-
nal Auditors (IIA).

In performing its own duties, the Internal Audit Department
uses structured risk assessment methods to identify the exi-
sting areas of greatest interest and principal new risk factors.
According to the findings made during the risk assessment
process and resulting priorities, and to any specific requests
for more information made by top management or Company
Bodies, the Department prepares and submits an Annual Plan
of activities to the Board of Statutory Auditors for preliminary
review and then to the Board of Directors for approval.

The Head of the Audit Department of the Private Banking
Division assures proper performance of the internal whist-
leblowing process.

Audit activities directly affected Fideuram and its subsidiaries
Sanpaolo Invest, Fideuram Investimenti, Siref Fiduciaria, Fideu-
ram Asset Management (Ireland), Fideuram Bank (Luxembourg),
Financiere Fideuram, Intesa Sanpaolo Private Banking and Intesa
Sanpaolo Private Bank (Suisse) Morval, for which the activity was
provided in accordance with specific service contracts.

The weaknesses found during the audits were systematically
reported to the interested corporate departments for expe-
ditious improvement action. Follow-up activities were subse-
quently performed with them to verify their effectiveness.
The summary evaluations of the internal control system resul-
ting from the assessments were periodically reported to the
Board of Statutory Auditors and the Board of Directors.
When any significant issues having financial or reputational im-
pact are found, the Head of the Audit Department promptly
notifies them to the Chairman of the Board of Directors, the
Managing Director and General Manager, and the Chairman
of the Board of Statutory Auditors, presenting the related infor-
mation at the earliest possible meeting of the Board of Statu-
tory Auditors and, where necessary, of the Board of Directors.
The main weaknesses found and their evolution were added
to the Tableau de Bord (TdB) Audit, highlighting the current
mitigation actions, the relevant persons in charge of them,
and the scheduled deadlines, for the purpose of systematic
monitoring. Finally, the Head of the Audit Department of the
Private Banking Division assured continuing activity and self-e-
valuation of its own efficiency and effectiveness, consistently
with its own internal plan for “quality assurance and improve-
ment” prepared in accordance with the recommendations of
international standards for professional audit practice.

The Head of the Audit Department also submits an annual
report to the Board of Directors and Board of Statutory Au-
ditors on the audits carried out on the important operational
functions that have been outsourced.

In regard to the Model of Organisation, Management and
Control compliant with Italian Legislative Decree 231/2001,
the Audit Department also provides constant and indepen-
dent supervision of the proper conduct of the Group’s ope-
rations and processes to prevent or detect the occurrence of
anomalous and risky conduct or situations, monitoring main-
tenance of the value of activities, including those connected
with ethical commitments and social responsibility. The Head
of the Audit Department of the Private Banking Division also
reports quarterly to the Supervisory Board on the results of
the actions carried out in this respect.
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COMPLIANCE

The Compliance Department reports directly to the Managing Director and General Manager:

MANAGING DIRECTOR AND
GENERAL MANAGER

T nal risk component, including

the risk of penalties, losses or

: F====-> damage resulting from miscon-

I duct with customers or which

place the integrity and regular

COMPLIANCE functioning of the markets at
DEPARTMENT risk (“conduct risk”);

The Fideuram Group considers compliance risk management
to be of strategic importance, in the conviction that respect
for the law and regulations, together with high standards of
propriety in all business relations, are essential in banking,
which is by its very nature built on trust. Compliance risk ma-
nagement is assigned to the Compliance Department, which
is autonomous and independent of the operating units, and
also organisationally and operationally separate from both
the Audit Department and the Risk Management Depart-
ment. This function has been outsourced to Intesa Sanpaolo
since 1 September 2019, where it is performed by the units of
the Chief Compliance Officer Governance Area.

The Compliance Model is governed by the “Fideuram Group
Regulations Implementing Group Compliance Guidelines”
(hereinafter, the “Implementing Regulations”) approved by
the Fideuram - Intesa Sanpaolo Private Banking Board of
Directors, adopting the Intesa Sanpaolo “Group Complian-
ce Guidelines” (hereinafter, the “Guidelines”) and adapting
them to its own operating context and applicable regulations.
These Regulations specify the reference regulatory framewor-
ks, compliance roles, responsibilities and macro processes
with a view to mitigating compliance risk through the combi-
ned action of all bank staff.

In particular, the Compliance Department is responsible for
determining our compliance risk management guidelines, po-
licies and methodology rules. The Compliance Department is
also responsible for identifying and assessing compliance risk,
including through coordinating other units and departments,
proposing organisational interventions for mitigating com-
pliance risk, ensuring the alignment of the company bonus
system, assessing the compliance of innovative projects, tran-
sactions and new products and services in advance, providing
consultancy and support for management bodies and busi-
ness units on all matters where compliance risk is significant,
monitoring ongoing compliance conditions, and fostering a
corporate culture focused on honesty, propriety and respect
for the letter and spirit of the law and regulations.

The Compliance Unit is directly responsible for performing all
the tasks that current regulations require of a compliance unit
with respect to the regulatory frameworks considered to be
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it assures monitoring of the
risk of non-compliance both in
regard to the operational risk
component and the reputatio-

most important by the Supervisory Authorities or regarding
which it is in any case considered necessary to provide centra-
lised compliance risk management (investment services, mar-
ket abuse, transparency and fair relationships with customers,
unfair commercial practices, lending of money at exorbitant
interest rates, administrative responsibility of legal persons, an-
ti-corruption, insurance and pensions brokerage, remuneration
and incentive systems, payment systems, and outsourcing).

For all other regulatory areas presenting compliance risks for
which Specialist Units with all the necessary competencies have
been identified, the duties assigned by the regulations to the
Compliance Department, in accordance with the Supervisory
Regulations, have been assigned to said units, without this
altering the Compliance Department’s responsibility for asses-
sing the suitability of the Specialist Units used for managing the
compliance risk profiles, specifying — in conjunction with those
units — the appropriate risk assessment methods and risk miti-
gation procedures, and auditing the suitability of said procedu-
res for preventing compliance risk. The regulatory areas covered
by the Specialist Units — identified on the basis of a continuou-
sly-updated detailed analysis of those areas considered to pre-
sent material risks for the Group — include the following: tax
regulations, reporting and prudential supervision, data security,
business continuity, privacy protection, occupational safety, en-
vironmental protection, transactions with related parties, asso-
ciated parties, obligations of bank managers, company bodies,
corporate governance and compliance, regulatory authorisa-
tion procedures and financial equity investments, competition
protection, employment law (employees and Personal Financial
Advisers), acquisitions, real estate, and foreclosure.

The Compliance Department submits the following periodic
reports on the suitability of the compliance management pro-
vided to the Company Bodies:

e half-yearly: a report on the audits carried out, the resultant
findings, any weaknesses identified and the interventions
proposed for eliminating them, and a report on the comple-
teness, suitability, functionality and reliability of the internal
audit system in the areas of their competence. This report is
submitted to the Board of Directors and Board of Statutory
Auditors;
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5. Governance - 5.7 Internal audit system

e half-yearly: a report on the work carried out in relation to
ltalian Legislative Decree 231/2001, outlining the audits per-
formed, the resultant findings, any weaknesses identified
and the interventions proposed for eliminating them. This
report is submitted to the Supervisory Board established in
accordance with Italian Legislative Decree 231/2001;

e yearly: a Work Plan identifying and evaluating the main
risks to which the Bank is exposed and planning the related
management interventions. This Work Plan takes into ac-
count any deficiencies noted in the audits and any new risks
identified. The Plan is submitted to the Board of Statutory
Auditors and approved by the Board of Directors.

If any particularly critical issues are identified, a report must be
sent promptly to the Managing Director and General Manag-
er so that he can determine what, if any, management actions
need to be taken, and to the Chairman of the Board of Di-
rectors and the Chairman of the Board of Statutory Auditors.

The activities during the year were focused on those regulato-
ry areas considered of greatest importance regarding compli-
ance risk. Specifically:

e project activities proceeded for the investment services seg-
ment to consolidate the previously implemented MiFID 2
compliance measures and to interpose the implementation
measures/instructions issued by the Supervisory Authorities
during the year. In particular, periodic reports on the costs,
charges and incentives for 2018 were completed and sent.
In parallel, a series of governance and organisational actions
were completed, aiming in particular to enhance the ser-
vice offered to customers (strengthening the service mod-
el), the management of conflicts of interest and personal
transactions. Analyses were also launched for the revision of
the organisational model of product governance for retail
financial products. The compliance activities also included
providing the necessary training initiatives, clearing new
products and services, periodically checking the Networks,
designed to guarantee the proper performance of invest-
ment services, and monitoring customer transactions to
prevent any market abuse;

regulatory developments concerning banking products and
services were monitored, in particular with regard to trans-
parency, consumer credit and payment systems, developing
and updating regulations, procedures and operating prac-
tices for preventing any offences or breaches of the regu-
lations in force regarding said products and services, and
providing guidance and support to the Group's business
departments to ensure correct management with respect to
consumer protection legislation.

Corruption risk monitoring

The Fideuram Group has for many years deployed dedicated
tools for managing and preventing the risk of corruption and
extortion offences.

In addition to what has been specifically mentioned in the
Code of Ethical Conduct, the Group Internal Code of Conduct
and the Organisational, Management and Control Model pur-
suant to ltalian Legislative Decree 231/2001 on the adminis-
trative liability of entities, there is an extensive body of internal
regulations, with which all employees must be familiar and
comply. These regulations imposed detailed rules for the corpo-
rate processes that might be instrumental to the commission of
those sorts of offences. The internal audit units assure that the
audit and behavioural guidelines set out in the Organisational,
Management and Control Model pursuant to Italian Legislative
Decree 231/2001 in regard to corruption are always consistent
with the internal regulations in force at any time, while also
assuring compliance with those regulations.

Rounding out and further reinforcing the existing anti-corrup-
tion protections, Intesa Sanpaolo has prepared the Group An-
ti-Corruption Guidelines. These identify the sensitive areas and
define the roles, responsibilities and macro-processes relevant
to the management of corruption risk by the Group, further
reinforcing the existing regulatory framework. Fideuram has
implemented the Group Guidelines and issued its own Imple-
mentation Rules.

As part of efforts to spread information and awareness on this
topic, the Group Anti-Corruption Guidelines and accompa-
nying Implementation Rules were sent to all members of the
Board of Directors of Fideuram and of the companies in the
Private Banking Division, as part of the process for approval by
the respective Boards of Directors. During 2019, all employees
in the Private Banking Division were given a remote training
course, on the basis of what had already been prepared by
Intesa Sanpaolo.

After this function was outsourced, beginning 1 September
2019, to the Anti-Financial Crime Department of the Parent
Company, which is part of the Chief Compliance Officer Gov-
ernance Area, its Head also assumed the position of Anti-Cor-
ruption Manager.
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Anti-money laundering

In compliance with the regulations issued by the Bank of Ita-
ly and in implementation of the Intesa Sanpaolo Guidelines,
the Fideuram Group Anti-Money Laundering function is as-
signed responsibility for anti-money laundering, combating
terrorism financing and embargo management activities. It is
independent of the operating units and organisationally and
operationally separate from the Audit Department. This func-
tion has been outsourced to Intesa Sanpaolo since 1 Septem-
ber 2019, where it is performed by the Anti-Financial Crime
Department, which is part of the Chief Compliance Officer
Governance Area.

The Anti-Money Laundering function is responsible for man-
aging compliance risk where anti-money laundering, terror-
ism financing and embargo management are concerned, act-
ing as follows:

e formulating the general compliance risk management
guidelines;

e continuously monitoring ltalian and international reference
regulatory developments with the support of the relevant
units, verifying the suitability of the corporate processes
and procedures in place for ensuring compliance with the
applicable laws and regulations, and proposing appropriate
organisational and procedural modifications;

providing consultancy for the units and departments of the
Bank and its subsidiaries and developing appropriate train-
ing programmes;

providing appropriate periodic information to the company
bodies and Top Management;

performing the specific compliance actions required for
the Bank and its centrally-managed subsidiaries, including
in particular enhanced due diligence, controls on the ap-
propriate management of data storage obligations, and the
analysis of operating unit reports of suspicious transactions
to assess whether or not they require reporting to the Finan-
cial Information Unit as well founded.

The Group’s complex anti-money laundering and embargo
activities are governed by the “Guidelines for Anti-Money
Laundering and Combating the Financing of Terrorism and
Embargo Management” (the “Guidelines”), and the “Reg-
ulations on Anti-Money Laundering and Combating the Fi-
nancing of Terrorism” and “Embargo Management Regu-
lations” (the "Regulations”) approved by the Bank’s Board
of Directors, which have implemented the equivalent Intesa
Sanpaolo Group Guidelines and Regulations, adapting them
to the Group's operating context and applicable regulations.

The Guidelines identify the reference principles and define the
model for management of money laundering, terrorism fi-
nancing, and embargo infringement risks, outlining the roles
and responsibilities of the units involved, the macro-processes
used for proper identification, evaluation, and management
of those risks, and the governance procedures of the foreign
companies of the Division.

These Regulations incorporate and coordinate all the regula-
tory and operating provisions in effect.

In addition to fulfilling its regulatory supervision duties and
submitting regular reports to the Company Bodies, the An-
ti-Money Laundering function continued its routine activities
in the following main areas in 2019:

e monitoring of compliance with data storage obligations,
performed by means of automatic tools to test the formal
exactness of the records and reconciliation between the
management systems and the Single Information Technol-
ogy Archive;

e assessing suspicious transactions reported by the operating
units to decide whether or not they require reporting to the
competent authorities;

e appropriate customer due diligence, particularly in cases
where enhanced customer due diligence is necessary due
to a high risk of money laundering.

In addition, we implemented the principal measures planned
to strengthen our supervision of anti-money laundering,
which refer to:

e compliance with the 4" Anti-Money Laundering Directive
and Implementation Measures of the Bank of Italy, notwith-
standing the wait for the Implementation Measure on Data
Retention;

e continuous system enhancements for increasing the effi-
ciency of the related analysis and monitoring processes.

We also specified a series of measures to strengthen this su-
pervision, taking increased transaction volumes into account.
Lastly, coordination and control of anti-money laundering,
combating terrorism financing and embargo management
activities of the companies under governance were imple-
mented. In particular, activities were completed as part of
the Project for Growth of the international Private Banking,
to mitigate the associated risk through strengthening of the
controls for due diligence and, in general, the overall system
of controls.
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5. Governance - 5.7 Internal audit system

CHIEF RISK OFFICER

Reports directly to the Managing Director and General Manager

MANAGING DIRECTOR AND
GENERAL MANAGER

T

CHIEF RISK
OFFICER

Risk management

The Risk Management Unit acts independently of the ope-
rating units, particularly those tasked with the “operational
management” of risks and is separate from the Audit Depart-
ment and the units reporting to the Chief Compliance Officer.
The Chief Risk Officer reports directly to the Managing Direc-
tor and General Manager, reporting functionally to the Chief
Risk Officer of Intesa Sanpaolo.

The Chief Risk Officer sits on the Risk Committees at Division
level and at the main subsidiaries, providing risk management
through service contracts and providing functional coordina-
tion for those Division companies with their own internal risk
management units.

The Chief Risk Officer’s responsibilities cover two areas. The
first regards the Bank’s proprietary risks - financial, credit,
operational and reputational risk in particular - which impact
on the capital and other regulatory requirements, while the
second regards the risks assumed by customers in respect
of investment portfolios and other services provided by the
Bank, either directly or through the Personal Financial Adviser
Networks.

The Chief Risk Officer is responsible for risk management
controls, specifying the appropriate methods, criteria and to-
ols for measuring and controlling financial, credit and opera-
tional risk in line with the regulatory provisions of the Super-
visory Authorities, the guidelines of Intesa Sanpaolo and the
instructions of the Bank’s Company Bodies.

The Chief Risk Officer works with Intesa Sanpaolo to deve-
lop and implement the Risk Appetite Framework (RAF) and
related risk management policies. The Chief Risk Officer is
also required to ensure effective current and prospective me-
asurement, management and control of the exposure of the
Bank and its subsidiaries to the different types of risk, submit-
ting proposals to Top Management regarding the operating
limits structure formulated in line with the Group RAF, and to

Femmmm >

In line with the strategies, corpo-
rate objectives and guidelines of
Intesa Sanpaolo, the Chief Risk
Officer is tasked with continuo-
usly monitoring the suitability
of the risk management process
and the effectiveness of the me-
asures taken to rectify any defi-
ciencies identified.

constantly monitor the actual risk assumed and its alignment
with the risk objectives, as well as compliance with the ope-
rating limits.

The Chief Risk Officer also ensures that the metrics used by
the risk measurement and control systems are aligned with
the company activity assessment processes and methods spe-
cified by Intesa Sanpaolo, fully implementing Intesa Sanpao-
lo's Guidelines and Policies, adapted where necessary to the
specific reference context through the issue of company-level
Policies and Regulations.

Where credit and counterparty risk are concerned, the
Chief Risk Officer is required to provide effective monito-
ring of the total portfolio exposure and to monitor lending
to retail customers and to bank, insurance company and
financial institution counterparties through dedicated Level
Il audits.

Where financial risk is concerned, the Chief Risk Officer pe-
riodically measures the Bank’s and its subsidiaries’ exposure
to the volatility of market variables (interest rates, exchange
rates and prices) and monitors the sustainability of the short
and medium-term liquidity position.

Where operational risk is concerned, the Bank and its subsi-
diaries operate in accordance with the “Fideuram Operational
Risk Management Regulations” which implement the “Group
Operational Risk Management Guidelines” by adapting the
guiding principles, organisational architecture and principal
macro-processes provided for Operational Risk Management
at Intesa Sanpaolo Group level to its own operating context.
Within this context, the Chief Risk Officer is in charge of de-
signing, developing and maintaining the internal operational
risk management and measurement system (model, regula-
tions and processes) of the Bank and its subsidiaries, ensuring
its compliance with the regulations in force and international
best practice, and implementing the “Group Operational Risk
Management Guidelines”.

242 ., Integrated Annual Report 2019 Fideuram - Intesa Sanpaolo Private Banking
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The Chief Risk Officer also ensures that the risks assumed by
customers through the purchase of financial products and
services from the Networks are assessed and monitored, in-
cluding following fluctuations in the financial markets. The
unit also ensures that the metrics and models used comply
with the requirements of the law, with Intesa Sanpaolo’s gui-
delines and with the instructions issued and limits specified
by the Division’s internal investment and management com-
mittees.

The Chief Risk Officer submits periodic reports to the Com-
pany Bodies, as follows:

e quarterly: a management report on respect for the limits
assigned by the RAF and Internal Policies regarding all the
areas of their competence. This report is submitted to the
Board of Directors and Board of Statutory Auditors;

e half-yearly: a report on the audits carried out, the resultant
findings, any weaknesses identified and the interventions
proposed for eliminating them, and a report on the comple-

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 243

teness, suitability, functionality and reliability of the internal
audit system in the areas of their competence. The Report is
submitted with the reporting to the Board of Directors and
Board of Statutory Auditors;

yearly: a report on the investment services offered to cu-
stomers that complies with the regulatory provisions issued
jointly by the Italian National Commission for Listed Com-
panies and the Stock Exchange (CONSOB) and the Bank of
Italy, monitoring the suitability of the products offered to
customers with respect to their risk profiles. Here again, this
report is submitted to the Board of Directors and Board of
Statutory Auditors;

yearly: a Work Plan identifying and evaluating the main ri-
sks to which the Bank is exposed, and planning the related
management interventions. This Work Plan takes into ac-
count any deficiencies noted in the audits and any new risks
identified. The Plan is submitted to the Board of Statutory
Auditors and approved by the Board of Directors.

Fideuram - Naples Offices, Nunziante Palace
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5. Governance - 5.7 Internal audit system

FINANCIAL MANAGEMENT GOVERNANCE

[talian Law 262/2005 brought in a number of important new
requirements regarding the role and duties of Regulatory and
Supervisory Authorities, the composition of Boards of Direc-
tors, the provisions regarding conflicts of interest and the pro-
tection of non-controlling shareholders.

In addition, specific regulations were introduced governing
the figure of the Manager responsible for the preparation of
the company accounts, who reports directly to the Board of
Directors.

In particular, the Manager responsible for the preparation of
the company accounts is required to provide suitable admini-
strative and accounting procedures for preparing the financial
statements and all other financial disclosures and to certify
that the accounts comply with the International Accounting
Standards/International Financial Reporting Standards (IAS/
IFRS) issued by the International Accounting Standards Board
(IASB) and endorsed by the European Commission. Fideuram
- Intesa Sanpaolo Private Banking has formulated specific
guidelines and coordination rules for its Model of Financial
Management Governance, which was developed taking into
account international frameworks such as the recommenda-
tions of the Committee of Sponsoring Organizations of the
Treadway Commission (COSO) and the Control Objectives for
IT and related technology (COBIT).

The Manager responsible for the preparation of the company
accounts submits the following periodic reports to the Com-
pany Bodies:

e half-yearly: a report detailing the analyses performed on
procedures sensitive to the accounting and financial repor-
ting of Fideuram and the subsidiaries included in the scope
of analysis due to their significance and the results of mo-
nitoring of the progress of the Corrective Action Plans for
anomalies identified in prior years. This report is submitted
to the Board of Directors and Board of Statutory Auditors;

Intesa Sanpaolo Private Banking - HNWI Branch, San Carlo Turin

e yearly: the Audit Plan for Fideuram and the subsidiaries to
be audited, identified on the basis of quantitative (individual
contribution to the Fideuram Consolidated Financial State-
ments) and qualitative (specific operating characteristics or
risk profiles able to increase the complexity of determining
the accounting data) assessments. The Plan is submitted to
the Board of Statutory Auditors and approved by the Board
of Directors.

The performed audits aim primarily at assessing the quali-
ty and degree of structuring of the financial reporting pro-
duction process, in view of ascertaining the effectiveness of
the control arrangements underlying the consistency and
substance of the representations made by the Group to the
market. The audits performed in 2019 were carried out on
the processes considered to be at greater potential risk and
specifically concerned the principal administrative processes,
the preparation of financial disclosures, governance of the
IT architectures and applications used in the administrative
processes, determination of the material information (related
parties and the process for calculating the use of equity capi-
tal to cover operating risk), the assessment of risks and con-
trols, administrative accounting management of financial and
insurance products, provisions, and commissions and fees for
the Personal Financial Adviser Networks, and several areas of
finance, planning and control, and risks, and, finally, several
processes connected with the valuation of several financial
statement items (provisions for risks and charges, unlikely to
pay items and impact of IFRS 16).

Upon completion of said activities, the internal audit sy-
stem monitoring financial reporting by Fideuram - Intesa
Sanpaolo Private Banking and its subsidiaries was found to
be suitable.
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OPERATIONAL AUDIT

In 2019 the Operational Audit Unit expanded the scope of
its audits in accordance with the development plan for that
unit, especially in connection with Banking Services and In-
vestment Services (to which has been added a new Anti-Mo-
ney Laundering audit).

The Operational Audit Unit analysed 1,500 cases in the Ban-
king Services area during 2019 (also performing 56 days on
site at the branch locations) and 2,700 cases in the AML
area. Moreover, it performed three audits in the Investment
Services area and four audits in the AML area, requiring the
measurement and quantitative analysis of phenomena for a
total of 188 observations.

The process of expanding audits will continue in 2020, both
in accordance with the original development plan for the
unit and to define new audits, especially in the Banking Ser-
vices and Investment Services area, inter alia in view of rein-
forcing customer protections.

The Operational Audit Unit exists within Intesa Sanpaolo
Private Banking, reporting directly to the General Manager
and dedicated to coordinating audits and protection of the
Network.

Sanpaolo Invest - Verona Office
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In addition to monitoring the Network’s prompt compliance
with line audits, the Unit's operational supervision includes
performing remote audits and on-the-spot investigations di-
rectly on the Network’s operations.

A rating system has been created and is continuously mo-
dified through the addition of specific indicators to monitor
inherent Branch Network risks and identify the case files to
be examined, making it possible to obtain short-form risk
assessments of the individual retail outlets so that the Ope-
rational Audit Unit can engage in risk-driven planning of its
on-the-spot investigations of the sales network.

Network audits are conducted both through on-the-spot
investigations and through dedicated audits for different
operating areas (Anti-Money Laundering, Investment Servi-
ces, Insurance Services, Loans and Operations). In 2019, a
total of 32 on-the-spot audits were carried out on the sa-
les network, including two Branches in the High Net Worth
Individuals segment and the London Branch, with 36,700
cases being examined in relation to 107 audits.

The Operational Audit Unit also coordinates monitoring of
the Outsourcing Service Contracts.

ESSANPAOLO INVEST

Sanpaolo Invest - Genoa Office
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5. Governance - 5.8 Insider information

5.8 Insider information

Pursuant to Italian market abuse law and regulations, the Board of Directors has implemented the Intesa Sanpaolo “Group
Regulations for the Management of Inside Information”, as amended.

5.9 Shareholders’ meetings

The practice adopted to date by the Board of Directors has
always been as follows:

- to ensure the shareholder is provided with information on
the Bank at Shareholders’ Meetings;

- to encourage the participation of all the Directors in Sha-
reholders’ Meetings.

Shareholders’ Meetings are called in accordance with the By-
Laws, giving written notice delivered at least eight days in
advance by registered mail with return receipt to all sharehol-
ders in the list of shareholders, sent to their respective places
of domicile or, if a shareholder has specifically requested it
for this purpose, to their fax number or e-mail address. In
the 2019 financial year, the Fideuram Shareholders’ Meeting
was held on four occasions, and always in ordinary format,
as follows:

A

Meetings
in 2019

- on 28 March to approve the financial statements and to0 = |
appoint a Director;

- on May 6 to approve the 2018 Annual Incentive System
based on financial instruments and to authorise the pur-
chase and sale of ordinary shares of Intesa Sanpaolo S.p.A.
to service that Incentive System;

- on 30 May to approve the Remuneration Report for 2019
of Intesa Sanpaolo and the Remuneration and Incentive Po-
licies for 2019 of Fideuram - Intesa Sanpaolo Private Ban-
king, and to receive the ex-ante disclosure on modification
of the criteria used to determine the compensation to be
agreed in the event of early severance of employment or
early termination of office, and the ex post disclosure on
any amounts agreed in the event of early severance of em-
ployment or early termination of office;

- finally, on 17 December, for approval of the Long-Term In-
centive Plan reserved for the Personal Financial Advisers in
the Private Banking Division.
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5.10 Board of Statutory Auditors

The Board of Statutory Auditors of the Bank, appointed by
the Ordinary Shareholders’ Meeting on 15 March 2017, also
performs the duties of a Supervisory Board pursuant to Italian
Legislative Decree 231/2001.

In consideration of these additional duties, the Board of Sta-
tutory Auditors receives all the information sent to the Board
of Directors as well as that specifically sent to the Board of
Statutory Auditors itself. The Board of Statutory Auditors re-
ceives adequate flows of periodic information from the other
Company Bodies and Departments, including risk manage-
ment and control audits, in order to perform its duties.

The Board of Statutory Auditors, which has autonomous
powers of initiative and supervision, takes part in every me-
eting of the Board of Directors and is therefore continuously
informed about the Bank’s operations. In accordance with the
combined provisions of article 2381 of the Italian Civil Code
and article 19 of the By-Laws, and to ensure that the Board
of Statutory Auditors possesses every information necessary to
perform its duties effectively, the Directors report to the Board
of Statutory Auditors at least quarterly on the work they have
carried out and on the most significant economic, financial and
asset-related activities of the Bank and its subsidiaries, as well
as, in particular, on the transactions in which they have a direct
or indirect interest, or which have been influenced by the party
that plays a management and coordinating role. In accordan-
ce with Italian Legislative Decree 39/2010 (the Italian Auditing
Consolidation Act), the Board of Statutory Auditors performs

the supervisory duties provided for by the auditing regulations
regarding, inter alia, the financial reporting process, the effecti-
veness of the control, internal auditing and risk management
systems, and the annual audit. In addition, the Board of Statu-
tory Auditors is required to examine the Independent Auditors’
proposals, submitted with the aim of gaining appointment and
presenting them in turn to the Shareholders’ Meeting. In addi-
tion, the Board of Statutory Auditors evaluates the work plan
prepared for the audit and the findings set out in the report
and letter of comments.

20

Meetings in 2019

100% average
attendance
at meetings

The Board of Directors
Milan, 24 February 2020
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6. Consolidated financial statements - Consolidated balance sheet

Consolidated balance sheet

(€m)
ASSETS
10. Cash and cash equivalents
20. Financial assets measured at fair value through profit or loss
a) financial assets held for trading
b) financial assets measured at fair value
) other financial assets mandatorily measured at fair value
30. Financial assets measured at fair value through other comprehensive income
40. Financial assets measured at amortised cost
a) loans and advances to banks
b) loans and advances to customers
50. Hedging derivatives
60. Adjustments to financial assets subject to macro-hedging (+/-)
70. Equity investments
80. Reinsurers' share of technical reserves
90. Property and equipment
100. Intangible assets
of which: goodwill
110. Tax assets
a) current
b) deferred
120. Non-current assets held for sale and discontinued operations
130. Other assets
TOTAL ASSETS

31.12.2019

335
349

36

313
3,189
41,802
29,964
11,838
20

11

170

380
234
140
164

34
130

1,107
47,767

31.12.2018

310
294
27

140
198

42

156

12
1,065
40,765

Chairman of the Board

of Directors Managing Director
Paolo Maria Vittorio Grandi Paolo Molesini
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Consolidated balance sheet
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(€m)
31.12.2019 31.12.2018
LIABILITIES AND SHAREHOLDERS' EQUITY
10. Financial liabilities measured at amortised cost 42,057 35,496
a) due to banks 3,033 3,366 o
b) due to customers 39,024 32,130 f,
X
) debt on issue R - E
20. Financial liabilities held for trading 33 28 %
30. Financial liabilities measured at fair value - -
40. Hedging derivatives 930 808
50. Adjustments to financial liabilities subject to macro-hedging (+/-) - -
60. Tax liabilities 94 82
a) current 30 10
b) deferred 64 72
70. Liabilities associated with non-current assets held for sale and discontinued operations - - w
80. Other liabilities 1,167 1,031 S
o
90. Provision for employment termination indemnities 48 48 E
100. Provisions for risks and charges: 478 468 3
=z
a) commitments and guarantees 1 1 §
b) pensions and other commitments 23 14 -
¢) other provisions for risks and charges 454 453
110. Technical reserves - -
120. Valuation reserves 33 (12)
130. Redeemable shares - -
140. Equity instruments - -
150. Reserves 1,515 1,476 &
o
160. Share premium reserve 206 206 S
170. Share capital 300 300 %
180. Treasury shares (-) - - %
190. Equity attributable to non-controlling interests (+/-) - - m
200. Net profit (loss) for the year (+/-) 906 834
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 47,767 40,765
v
(2]
o
<
B
=
>
=z
a
G2
S
>
=4
[a]
>
-
9
5
=
z
Chairman of the Board Manager Responsible for the Preparation a
of Directors Managing Director of the Company Accounts
Paolo Maria Vittorio Grandi Paolo Molesini Paolo Bacciga

Fideuram - Intesa Sanpaolo Private Banking Integrated Annual Report 2019 — 251



6. Consolidated financial statements - Consolidated income statement

Consolidated income statement

20.
30.
40.
50.
60.
70.
80.
90.

100.

110.

120.
130.

140.
150.
160.
170.
180.
190.

200.

210.
220.
230.
240.
250.
260.
270.
280.
290.
300.
310.
320.
330.
340.
350.

Interest income and similar income
of which: interest income calculated with the effective interest method
Interest expense and similar expense
Net interest income
Fee and commission income
Fee and commission expense
Net fee and commission income
Dividends and similar income
Net profit (loss) on trading activities
Net profit (loss) on hedging derivatives
Profit (loss) on sale or repurchase of:
a) financial assets measured at amortised cost
b) financial assets measured at fair value through other comprehensive income
¢) financial liabilities
Net profit (loss) on other financial assets and liabilities measured at fair value through profit or loss
a) financial assets and liabilities measured at fair value
b) other financial assets mandatorily measured at fair value
Total net interest and trading income
Net impairment for credit risk related to:
a) financial assets measured at amortised cost
b) financial assets measured at fair value through other comprehensive income
Gains/losses on contractual changes without cancellation
Operating income
Net insurance premiums
Other income/expense from insurance activities
Operating income from financing and insurance activities
Administrative expenses:
a) personnel expenses
b) other administrative expenses
Net provisions for risks and charges
a) commitments and guarantees
b) other net provisions
Depreciation of property and equipment
Amortisation of intangible assets
Other income/expense
Operating expenses
Profit (loss) on equity investments
Net fair value gains (losses) on property and equipment and intangible assets
Goodwill impairment
Gain (loss) on disposal of investments
Profit (loss) before tax from continuing operations
Income taxes for the year on continuing operations
Profit (loss) after tax from continuing operations
Profit (loss) after tax from discontinued operations
Net profit (Loss) for the year
Net profit (loss) for the year attributable to non-controlling interests
Parent company interest in net profit (loss) for the year

2019

259
345
(81
178

2,533

(786)

1,747

1,284
(379)
905

905

906

2018

242
328
(83)
159

2,457

(763)

1,694

1,214
(380)
834

834

834

Chairman of the Board

of Directors
Paolo Maria Vittorio Grandi

Managing Director
Paolo Molesini
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Consolidated statement of comprehensive income
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(€m)
2019 2018
10. Net profit (Loss) for the year 905 834
Other comprehensive income after tax not transferred to the income statement 9) (1)
20. Equity instruments measured at fair value through other comprehensive income - - ~
wv
30. Financial liabilities measured at fair value through profit or loss (changes in own credit rating) - - ;_)g'
40. Hedging of equity instruments measured at fair value through other comprehensive income - - g
50. Property and equipment - - b
60. Intangible assets - -
70. Defined-benefit plans 9) Q)]
80. Non-current assets held for sale and discontinued operations - -
90. Valuation reserves related to investments carried at equity - -
Other comprehensive income after tax that may be transferred to the income statement 54 (61)
100. Hedging of net investments in foreign operations - -
w
110. Exchange rate differences (1) 5 z
120. Cash flow hedges 3 4 %
130. Hedging instruments (undesignated elements) - - ﬂ
140. Financial assets (other than equity instruments) measured at fair value through other comprehensive income 47 (65) %
150. Non-current assets held for sale and discontinued operations - - 2
160. Valuation reserves related to investments carried at equity 5 (5)
170. Total other comprehensive income after tax 45 (62)
180. Total comprehensive income 950 772
190. Total comprehensive income attributable to non-controlling interests (1) -
200. Total comprehensive income attributable to parent company 951 772
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6. Consolidated financial statements - Statement of changes in consolidated shareholders’ equity

Statement of changes in consolidated shareholders’ equity

(€m)
ALLOCATION >
OF INCOME Z ©
FOR THE CHANGES IN THE YEAR % o
PREVIOUS o £
YEAR 'L_’ E
(=] =
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Share capital: 300 - 300 - - - - - - - - - - - 300 300 -
- ordinary shares 300 - 300 - - - - - - - - - - - 300 300 -
- other shares - - - - - - - - - - - - - - - - -
Share premium
reserve 206 - 206 - - - - - - - - - - - 206 206 -
Reserves: 1,476 - 1,476 24 - 16 - - - - - - - - 1,516 1,515 1
- From net income 1,402 - 1,402 24 - Q)] - - - - - - - - 1,425 1,424 1
- Other 74 - 74 - - 17 - - - - - - - - 91 91 -
Valuation reserves (12) - (12) - - - - - - - - - - 45 33 33 -
Equity instruments - - - - - - - - - - - - - - - - -
Treasury shares - - - - - - - - - - - - - - - - -
Net profit (loss) for
the year 834 - 834 (24) (810) - - - - - - - - 905 905 906 (1)
Shareholders' equity 2,804 - 2,804 - (810) 16 - - - - - - - 950 2,960 2,960 -
Equity attributable
to owners of the
parent company 2,804 - 2,804 - (810) 15 - - - - - - - 951 2,960
Equity attributable
to non-controlling
interests - - - - - 1 - - - - - - - 1 -
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Statement of changes in consolidated shareholders’ equity
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Share capital: 300 - 300 - - - - - - - - - - - 300 300 -
- ordinary shares 300 - 300 - - - - - - - - - - - 300 300 -
- other shares - - - - - - - - - - - - - - - - -
Share premium
reserve 206 - 206 - - - - - - - - - - - 206 206 -
Reserves: 1,470 (81) 1,389 83 - 4 - - - - - - - - 1,476 1,476 -
- From net income 1,396 (81) 1,315 83 - 4 - - - - - - - - 1,402 1,402 - IS
- Other 74 - 74 - - - - - - - - - - - 74 74 - =
Valuation reserves (69) 119 50 - - - - - - - - - - (62) (12) (12) - %
Equity instruments - - - - - - - - - - - - - - - - - %
Treasury shares - - - - - - - - - - - - - - - - - m
Net profit (loss) for
the year 871 - 87 (83) (788) - - - - - - - - 834 834 834 -
Shareholders' equity 2,778 38 2,816 - (788) 4 - - - - - - - 772 2,804 2,804 -
Equity attributable
to owners of the
parent company 2,778 38 2,816 - (788) 4 - - - - - - - 772 2,804
Equity attributable
to non-controlling w
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6. Consolidated financial statements - Statement of consolidated cash flows

Statement of consolidated cash flows

(Indirect method)

(€m)
2019 2018
A. OPERATING ACTIVITIES
1. Operations 1,269 1,176
- profit (loss) for the year (+/-) 906 834
- net profit (loss) on financial assets held for trading and on other assets/liabilities measured at fair value
through profit or loss (-/+) (39) 5
- net profit (loss) on hedging activities (-/+) - -
- net impairment for credit risk (+/-) 6 (5)
- net depreciation and amortisation (+/-) 69 21
- net provisions for risks and charges and other expense/income (+/-) 33 14
- uncollected net insurance premiums (-) - -
- uncollected other insurance income/expense (-/+) - -
- unpaid taxes and tax credits (+/-) 379 380
- net impairment of discontinued operations net of tax effect (-/+) - -
- other adjustments (+/-) (85) (73)
2. Cash from/used in financing activities (6,432) (1,740)
- financial assets held for trading (5) 35
- financial assets measured at fair value - -
- other financial assets mandatorily measured at fair value (20) 296
- financial assets measured at fair value through other comprehensive income 153 327
- financial assets measured at amortised cost (6,677) (2,337)
- other assets 117 (61)
3. Cash from/used in financial liabilities (*) 6,029 1,629
- financial liabilities measured at amortised cost. 6,295 2,275
- financial liabilities held for trading 14 (172)
- financial liabilities measured at fair value - -
- other liabilities (280) (474)
Net cash from/used in operating activities 866 1,065
B. INVESTING ACTIVITIES
1. Cash from - -
- disposal of equity investments - -
- dividend income from equity investments - -
- sale of property and equipment - -
- sale of intangible assets - -
- sale of subsidiaries and company divisions - -
2. Cash used in 31 (45)
- acquisition of equity investments - (1)
- acquisition of property and equipment (3) (5)
- purchase of intangible assets (28) (19)
- acquisition of subsidiaries and company divisions - (20)
Net cash from/used in operating activities 31 (45)
C. FUNDING ACTIVITIES
- issue/purchase of treasury shares - -
- issue/purchase of equity instruments - -
- distribution of dividends and other (810) (788)
- sale/purchase of control of others - -
Net cash from/used in funding activities (810) (788)
NET CASH GENERATED/USED IN THE YEAR 25 232
Reconciliation
Cash and cash equivalents at the beginning of the year 310 78
Total net cash generated/used in the year 25 232
Cash and cash equivalents: effect of changes in exchange rates - -
Cash and cash equivalents at the end of the year 335 310

(*) In relation to the disclosure prescribed in paragraph 44B of IAS 7, we note that the changes in liabilities resulting from financing activities totalled €6,029m (generated liquidity) and reflect

the net amount of +€6,295m in cash flows, -€10m in changes in fair value, and -€256m in other changes.
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Notes to the consolidated financial statements

LIABILITIES

Section 1 - Financial liabilities measured at amortised cost
- Item 10

Section 2 - Financial liabilities held for trading - Item 20

Section 4 - Hedging derivatives - Item 40

Section 8 - Other liabilities - Item 80
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2. Information on transactions with related parties

Part | - Share-based payment arrangements
1. Description of the share-based payment arrangements
2. Other information

Part M - Disclosure on leases
Section 1 - Lessee

Notes to the consolidated financial statements
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B Part A - Accounting policies Section 9 - Provision for employment termination indemnities é
A.1 - General - Item 90 z
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Section 2 - Basis of preparation company - Items 120, 130, 140, 150, 160,
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cost Section 15 - Amortisation of intangible assets - Item 220 S
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_ ltem40 Section 1 - Risks from consolidation
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6. Consolidated financial statements - Notes to the consolidated financial statements

PART A - ACCOUNTING POLICIES

A.1 - GENERAL

SECTION 1 - DECLARATION OF COMPLIANCE WITH
THE INTERNATIONAL FINANCIAL REPORTING
STANDARDS

Pursuant to Italian Legislative Decree No. 38 of 28 February
2005, the Fideuram - Intesa Sanpaolo Private Banking Group'’s
Consolidated Financial Statements have been prepared in ac-
cordance with the International Accounting Standards (IAS)
and International Financial Reporting Standards (IFRS) issued
by the International Accounting Standards Board (IASB), as
endorsed by the European Commission up to 31 December
2019, following the procedure provided for by EC Regulation
No. 1606/2002. With a view to adopting effective guidelines
for the application of these accounting standards, this Report
was prepared in accordance with the interpretations provided
by the International Financial Reporting Interpretations Com-
mittee (IFRIC). There were no derogations from the applica-
tion of the International Accounting Standards or Internation-
al Financial Reporting Standards.

The Consolidated Financial Statements at 31 December 2019
have been prepared in accordance with Bank of Italy Circular
No. 262 of 22 December 2005 and its subsequent amend-
ments and interpretation guidelines. Special attention was fo-
cused on the sixth amendment of 30 November 2018, which
required the regulation to be reprinted in full.

The new International Financial Reporting Standards or mod-
ifications to accounting standards already in force and the
related European Commission Regulations endorsing them
that became effective in 2019 are listed below:

e Regulation 1986/2017: IFRS 16 - Leases.

e Regulation 498/2018: Amendments to IFRS 9 - Financial in-
struments.

e Regulation 1595/2018: IFRIC 23 - Uncertainty over income
tax treatments.

e Regulation 237/2019: Amendments to IAS 28 - Investments
in Associates and Joint Ventures.

e Regulation 402/2019: Amendments to IAS 19 - Employee
Benefits.

e Regulation 412/2019: Amendments to IAS 12 - Income Tax-
es, to IAS 23 - Borrowing Costs, to IFRS 3 - Business Combi-
nations, and to IFRS 11 - Joint Arrangements.

The transition to IFRS 16

The new IFRS 16 - Leases came into force on 1 January 2019
and replaced IAS 17 - Leases, IFRIC 4 - Determining Wheth-
er an Arrangement Contains a Lease, SIC 15 - Operating

Leases - Incentives, and SIC 27 - Evaluating the Substance
of Transactions Involving the Legal Form of a Lease. IFRS 16
prescribes the accounting procedures for leases and rental,
charter, lease and commodatum agreements, introducing a
new definition of a lease based on transfer of the right to
use the leased asset. The new standard requires determining
whether a contract is or contains a finance lease, based on
the concept of control of use of an identified asset for a
specific period of time. Consequently, even lease, charter,
rental, or commodatum agreements, which previously were
not assimilated with finance lease, may fall within the scope
of the new standard.

IFRS 16 introduces significant changes to the procedures for
accounting for leases in the financial statements of the les-
see/user, by requiring a single model for recognition of the
contracts in the lessee’s accounts. The new accounting model
requires that the right to use the leased asset be recognised
as an asset on the balance sheet, while the payables for lease
payments still due to the lessor have to be recognised as li-
abilities in the balance sheet. The procedure for recognition
of the income statement components is also modified. While
the lease payments were recognised as administrative expens-
es under IAS 17, IFRS 16 requires that these expenses be rec-
ognised as amortisation of the right of use and as the interest
expenses on the payable.

As a financial statement disclosure, the lessee must report:

e the breakdown of the leased assets into their different
“classes”;

e the analysis by due date of the liabilities related to the leases;

e the other information that is helpful for a better under-
standing of the entity’s activities with regard to the lease
contracts (for example, prepayment or extension options).

There are no substantial changes, other than some additional
disclosure requirements, for the accounting for leases by the
lessors.

Pursuant to the requirements of IFRS 16 and the clarifications
of IFRIC, software is excluded from the scope of application
of IFRS 16, and will thus be recognised in accordance with IAS
38 and its requirements.

For the lessee, the application of IFRS 16 from 1 January 2019
has caused — when final profit and final cash flow are consid-
ered — an increase in the assets carried on the balance sheet
(the leased assets), an increase in liabilities (the payable on
the leased assets), a reduction in administrative expenses (the
lease payments), and a simultaneous increase in financial costs
(the remuneration on the recognised payable) and amortisa-
tion (for the right to use recognised as an asset). Considering
the entire duration of the contracts, the economic impact on
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Notes to the consolidated financial statements

the income statement does not change over the time horizon
of the lease, but appears with a different breakdown over
time as compared with the previous situation under 1AS 17.

The contracts falling in the scope of application of the new
standard particularly concern those related to real estate, car,
and hardware. Real estate lease contracts represent the most
important area to be affected.

The principal general choices made by the Group concern-
ing the procedures used to recognise the effects of first-time
adoption of the standard and certain rules applied upon full
implementation for the accounting of lease contracts are il-
lustrated as follows:

¢ The Group has decided to recognise the effects of first-time
adoption of the standard according to the modified retro-
spective approach, which grants the option of recognising
the entire cumulative effect of application of the new stand-
ard at the date of first-time adoption, without restating the
comparative data. As a result, the figures for 2019 will not
be comparable as regards the valuation of the rights of use
and the corresponding lease payable.

Upon first-time adoption (as allowed by the standard), the
Group has adopted the practical expedient of excluding
those contracts whose remaining duration is less than or
equal to 12 months.The Group has decided not to apply
the new standard to contracts having a total duration of
less than or equal to 12 months and to contracts where the
unit value of the underlying asset when new is less than or
equal to €5k.

In regard to the lease duration, the Group has decided to con-
sider, at the first-time adoption date (and for new contracts
upon full implementation), only the first reasonably certain
contractual renewal period, unless there are any special claus-
es, facts, or circumstances that lead one to consider additional
renewals or find that the lease contract has terminated.

The Group has decided not to separate the service com-
ponents from the lease components, and consequently to
recognise the entire contract as a lease contract since the
service components are deemed insignificant.

The adjustment to the opening financial statements after
first-time adoption of IFRS 16 by using the modified retro-
spective approach caused a €267m increase in assets after
recognition of the right of use and an increase by the same
amount in financial liabilities (payable to the lessor). There-
fore, no impact is recorded on shareholders’ equity since the
values of the new assets and liabilities recognised in the finan-
cial statements coincide with each other.

Interest Rate Benchmark Reform

The Group exercises its right to early application of Regula-
tion No. 34/2020 of 15 January 2020 to its Annual Report
2019. That Regulation has implemented the document is-
sued by IASB concerning “Interest Rate Benchmark Reform
(amendments to IFRS 9 - Financial Instruments, to IAS 39
- Financial Instruments: Recognition and Measurement, and
to IFRS 7 - Financial Instruments: Disclosures)”, which in-
troduced several changes in hedge accounting, for the pur-
pose of preventing that the uncertainties over the amount

and timing of the cash flows deriving from the interest rate
reform could lead to the interruption of existing hedges
and difficulty in designating new hedge relationships. The
amendments in question have been made as part of the pro-
ject to analyse the financial statement effects of the reform
in interbank rates — the “Interest Rate Benchmark Reform”
or “IBOR Reform”. This project is related to recent develop-
ments connected with the revision or substitution of certain
benchmarks used to determine interest rates in various ju-
risdictions, such as LIBOR, TIBOR and, in Europe, EONIA and
Euribor, on the basis of guidance issued by the G20 and
Financial Stability Board. The IASB is considering the possible
accounting impact of the Interest Rate Benchmark Reform
with a two-phase project. The first phase is specifically ded-
icated to the possible accounting impact during the period
preceding the substitution of existing benchmark rates with
the new rates. The second phase of the project, which is
still under way, instead concerns analysis of the possible ac-
counting impact deriving from application of the new rates
and other, less urgent issues.

Consequently, several changes are introduced with the first
phase of the project, which was completed with publication
of the cited Regulation No. 34/2020, to prevent the inter-
ruption of existing hedges. In fact, the IASB believes that the
interruption of hedges merely due to uncertainty in this sce-
nario does not provide useful information to readers of the fi-
nancial statements. Therefore, it has decided to allow several
temporary waivers of the existing rules to avoid these distort-
ing effects, and which are to be applied until completion of
the Interest Rate Benchmark Reform.

Accordingly, the IASB has identified the following accounting
provisions of hedge accounting that might be impacted by
the Interest Rate Benchmark Reform during the “pre-replace-
ment” phase:

1. the highly probable requirement: IAS 39 and IFRS 9 pre-
scribe that planned transactions must satisfy the high-
ly probable requirement in order to be designated as a
hedged item;

2. the prospective and retrospective assessment of the effective-
ness of the hedges: the effectiveness tests prescribed by IFRS 9
and IAS 39 must be passed to apply hedge accounting;

3. the designation of risk components: IFRS 9 and IAS 39 per-
mit designation of a risk component that has not been con-
tractually defined when it can be identified separately and
reliably measured. The IASB has prescribed a simplification
for each one of these provisions, on the assumption that the
existing interest rate benchmarks cannot be modified after
the Interest Rate Benchmark Reform. The changes have to be
applied beginning 1 January 2020, while their early applica-
tion is allowed. The Group has opted for this latter possibility.

SECTION 2 - BASIS OF PREPARATION

The Consolidated Financial Statements comprise the compul-
sory consolidate