





Deloitte

The Board of Statutory Auditors is responsible for overseeing, within the terms established by law, the
Bank’'s financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with International Standards on Auditing (ISA Italia) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered

material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with International Standards on Auditing (ISA Italia), we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

« Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

s Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Bank's internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Directors,

+ Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Bank’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion, Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Bank to cease to continue as a going concern,

« Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance, identified at an appropriate level as required by ISA
Italia, regarding, among other matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence applicable in Italy, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence and, where
applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditors’ report.
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Other information communicated pursuant to art. 10 of the EU Regulation 537/2014

The Shareholders' Meeting of UniCredit S.p.A. has appointed us on May 11, 2012 as auditors of the Bank
for the years from December 31, 2013 to December 31, 2021.

We declare that we have not provided prohibited non-audit services referred to in art. 5 (1) of EU
Regulation 537/2014 and that we have remained independent of the Bank in conducting the audit.

We confirm that the opinion on the financial statements expressed in this report is consistent with the
additional report to the Board of Statutory Auditors, in its role of Audit Committee, referred to in art. 11 of
the said Regulation.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Opinion pursuant to art. 14, paragraph 2 (e), of Legislative Decree 39/10 and art. 123-bis,
paragraph 4, of Legislative Decree 58/98

The Directors of UniCredit S.p.A. are responsible for the preparation of the report on operations and the
report on corporate governance and ownership structure of UniCredit S.p.A. as at December 31, 2018,
including their consistency with the related financial statements and their compliance with the law.

We have carried out the procedures set forth in the Auditing Standard (SA Italia) n. 720B in order to
express an opinion on the consistency of the report on operations and some specific information contained
in the report on corporate governance and ownership structure set forth in art. 123-bis, n. 4 of Legislative
Decree 58/98 with the financial statements of UniCredit S.p.A. as at December 31, 2018 and on their
compliance with the law, as well as to make a statement about any material misstatement.

In our opinion, the above-mentioned report on operations and information contained in the report on
corporate governance and ownership structure are consistent with the financial statements of UniCredit
S.p.A. as at December 31, 2018 and are prepared in accordance with the law.

With reference to the statement referred to in art. 14, paragraph 2 (e), of Legislative Decree 39/10, made

on the basis of the knowledge and understanding of the entity and of the related context acquired during
the audit, we have nothing to report.

DELOITTE & TOUCHE S.p.A.

Signed by
Riccardo Motta
Partner

Milan, Italy
March 8, 2019

This report has been transiated into the English language solely for the convenience of international readers.
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ABCP Conduits - Asset Backed Commercial Paper Conduits

Asset Backed Commercial Paper Conduits are a type of “SPV - Special Purpose Vehicle” (see item) set up to securitise various types of assets and
financed by Commercial Paper (see item).

Commercial Paper generally matures in 270 days, with payment of principal and interest depending on the cash flow generated by the underlying
assets.

ABCP Conduits may be single-sellers or multi-sellers according to the number of issues they make. Conduits generally require several SPVs. The
first-level vehicles issue the Commercial Paper and finance one or more second-level vehicles or Purchase Companies (see item) which purchase
the assets to be securitised.

An ABCP Conduit will have the following:

o issues of short-term paper creating a maturity mismatch between the assets held and the paper issued;

« liquidity lines covering the maturity mismatch; and

o security covering default risk in respect of both specific assets and the entire programme.

ABS - Asset Backed Securities

Debt securities, generally issued by an “SPV - Special Purpose Vehicle” (see item) guaranteed by assets of various types such as mortgage loans,
consumer credits, credit card receivables, etc. Principal and interest payments are subject to the performance of the securitised assets and the
existence of any further security guaranteeing the bond. ABSs are divided into tranches (senior, mezzanine and junior) according to the priority with
which principal and interest will be paid.

Absorbed capital

Absorbed capital represents the amount of capital that the Group sets aside as a buffer against potential losses and needs to support its business
activities and all positions held. It is measured by the regulatory capital and the internal capital. The regulatory capital is obtained by multiplying risk-
weighted assets by target Common Equity tier 1 ratio. The internal capital is the sum of the economic capital, obtained through aggregation of the
capital needed to cover the different types of risk measured according to internal models, plus a reserve to consider the effects of the cycle and
model risk.

Acquisition Finance
Finance for business acquisition operations. The most common form of Acquisition Finance is the leveraged buy-out (see Leveraged Finance).

Affluent
Banking customer segment whose available assets for investment are regarded as moderate to high.

Allocated capital

It represents the amount of capital absorbed by the Group and the Divisions to perform their business activities and to cover all the types of related
risks. It is measured by Regulatory Capital obtained by multiplying risk-weighted assets by target Common Equity tier 1 ratio, plus certain regulatory
deductions (e.g. shortfall, securitisations, equity exposures). Only for Fineco and Private Banking, it is measured by the maximum between the result
of the Regulatory Capital and Internal Capital. The Internal Capital is the capital needed to cover, with an high level of confidence, the risks faced by
the Group measured according to internal models.

ALM - Asset & Liability Management
Integrated management of assets and liabilities, designed to allocate resources in such a manner as to optimise the risk/return ratio.

ALT-A (residential mortgages)
Mortgages whose borrowers, while not subject to the significant repayment problems of those described as Subprime (see item), have a risk profile
with high loan-to-value and installment-to-income ratios or incomplete documentation of the debtor's income.

Alternative investment
Alternative investments cover a wide range of forms of investment, including investments in Private Equity (see item) and Hedge Funds (see item).

AMA (Advanced Measurement Approach)

Applying this methodology the operational risk requirement is obtained with calculation models based on operational loss data and other evaluation
elements collected and processed by the bank. Admittance threshold and specific suitability requirements have been provided for the use of the
standardised and advanced approaches. For the AMA approach the requirements concern, beside the management system, also the measurement
system.
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Asset allocation
Decisions to invest in markets, geographical areas, sectors or products.

Asset management
Activities of management of the financial investments of third parties.

ATM - Automated Teller Machine

Automated machine that allows customers to carry out operations such as withdrawing cash, paying in cash or checks, requesting account
information, paying utility bills, topping up mobile phone credits, etc.

The customer activates the terminal by inserting a smart card and entering his/her Personal Identification Number.

Audit
Process of controlling a company's activities and accounting, carried out either by an internal body (internal audit) or by an external firm of auditors
(external audit).

Backstop prudential provisioning (i.e. Calendar provisioning)

Quantitative guidelines defining coverage practices of Non Performing exposures (ie. Past Due, Unlikely to Pay, Bad loans), which require a full
coverage of a Non Performing exposure starting from the second year up to the ninth year since the date of the counterparty’s classification to
default depending on whether the exposure is unsecured or secured respectively.

Back-testing
Statistical technique which entails the comparison of model estimates of risk parameters with the ex-post empirical evidences.

Bad Loans (“Sofferenze”)
Exposures to borrowers in a state of insolvency (even when not recognised in a court of law) or in an essentially similar situation, regardless of any
loss forecasts made by the bank (i.e. irrespective of whether any, secured or personal, guarantees covering the exposures).

Banking Book
Used in relation to financial instruments, particularly securities, this term identifies the portion of such portfolios intended for "proprietary" activities.

Bank Levy
Charges applied at national level specifically to financial institutions, mainly based on Balance Sheet figures, or parts of it.

Basel 2

New international capital agreement redefining the guidelines for determining the minimum capital requirements for banks.

The new prudential regulations, which came into force in Italy in 2008, are based on three pillars.

o Pillar 1: while the objective of a level of capitalisation equivalent to 8% of the risk-weighted exposures remains unchanged, a new set of rules has
been defined for measuring the typical risks associated with banking and financial activities (credit risk, counterparty risk, market risk and
operational risk) which provides for alternative calculation methods characterised by different levels of complexity, with the ability to use internally
developed models subject to prior authorisation by the Regulatory Authority;

o Pillar 2: this requires the banks to have processes and tools for determining the adequate level of total internal capital (Internal Capital Adequacy
Assessment Process - ICAAP) for covering all types of risk, including risks other than those covered by the overall capital requirement (Pillar 1),
within the framework of an evaluation of current and future exposure that takes account of strategies and of changes in the reference context. It is
the Regulatory Authority's task to examine the ICAAP process, formulate an overall judgment and, where necessary, apply the appropriate
corrective measures;

o Pillar 3: this introduces obligations to publish information concerning capital adequacy, exposure to risks, and the general characteristics of the
systems used for identifying, measuring and managing those risks.

Basel 3

In the light of the crisis that in recent years has hit the financial markets, the Basel Committee on Banking Supervision has approved the substantial
enhancement of the minimum capital requirements and the changes to the rules on the liquidity of banks (Basel 3) by providing for the gradual
introduction of the new prudential requirements as at 1 January 2014. These rules have been implemented at the European level through the CRD
IV “Package”.
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Best practice
Behaviour commensurate with the most significant experience and/or the best level of knowledge achieved in relation to a given technical or
professional field.

Budget
Statement forecasting the future costs and revenues of a business.

CBO - Collateralised Bond Obligations
CDO - Collateralised Debt Obligations (see item) with bonds as underlyings.

CCF - Credit Conversion Factor
Ratio between (a) the unused portion of the line of credit that it is estimated may be used in the event of default and (b) the portion currently unused.

CDO - Collateralised Debt Obligations

Bonds issued by a vehicle with loans, bonds, ABS - Asset Backed Securities (see item) or other CDOs as underlyings. CDOs make it possible to

derecognise assets in the bank’s balance sheet and also to arbitrage the differences in yield between the securitised assets and the bonds issued

by the vehicle.

CDOs may be funded if the vehicle legally acquires title to the assets or unfunded if the vehicle acquires the underlying risk by means of a CDS -

Credit Default Swap (see item) or similar security.

These bonds may be further subdivided as follows:

o CDOs of ABSs, which in turn have tranches of ABSs as underlyings;

o Commercial Real Estate CDOs (CRE CDOs), with commercial property loans as underlyings;

 Balance Sheet CDOs which enable the Originator (see item), usually a bank, to transfer its credit risk to outside investors, and, where possible
under local law and supervisory regulations, to derecognise the assets from its balance sheet;

o Market VValue CDOs whereby payments of interest and principal are made not only out of cash flow from the underlying assets, but also by trading
the instruments. The performance of the notes issued by the vehicle thus depends not only on the credit risk, but also on the market value of the
underlyings;

o Preferred Stock CDOs with hybrid debt/equity instruments or Preference shares (see item) issued by financial institutions;

 Synthetic Arbitrage CDOs which arbitrage the differences in yield between the securitised assets acquired synthetically by means of derivatives
and the bonds issued by the vehicle.

CDS - Credit Default Swap
A derivative in which a seller of protection engages, for a fee, to pay the buyer of protection a fixed amount should a certain event indicating a
deterioration of the creditworthiness of a reference entity occur.

CEO
Chief Executive Officer.

CFO
Chief Financial Officer.

CGU - Cash Generating Unit
A cash-generating unit is the smallest identifiable group of assets that generates cash inflows that are largely independent of the cash inflows from
other assets or groups of assets.

cLo
Chief Lending Officer.

CLO - Collateralised Loan Obligations
CDO - Collateralised Debt Obligations (see item) with loans made by authorised lenders such as commercial banks as underlyings.

CMBS - Commercial Mortgage Backed Securities
ABS - Asset Backed Securities (see item) with commercial mortgages as underlyings.
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Commercial Paper
Short-term securities issued to raise funds from third-party subscribers as an alternative to other forms of debt.

Commodity risk
The risk that the value of the instrument decreases due to commodity prices (e.g. gold, crude oil) changes.

Consumer ABS
ABS (see item) in which the collateral consists of consumer credits.

Corporate
Customer segment consisting of medium to large businesses.

Cost/Income Ratio
The ratio between operating expenses and operating income. It is one of the main key performance indicators of the bank’s efficiency: the lower the
ratio, the more efficient the bank.

Cost of risk
The ratio between loan loss provisions and loans and receivables with customers. It is one of the indicators of the bank assets’ level of risk: the
lower the ratio, the less risky the bank assets.

Counterparty Credit Risk
The risk that the counterparty to a transaction involving financial instruments might default prior to completing all agreed cash-flows exchanges.

Covenant

A loan agreement clause whereby the lender is entitled to restructure or call in the loan on occurrence of the events specified in the clause, which
ties changes in the borrower’s profits and financial situation to events of default or restructuring (modifying e.g. the repayment schedule or the
interest rate charged).

Covered bond
A bond which, as well as being guaranteed by the issuing bank, may also be covered by a portfolio of mortgages or other high-quality loans
transferred, to this end, to a suitable SPV - Special Purpose Vehicle (see item).

CRD (Capital Requirement Directive)

EU directives N0.2006/48 and 2006/49, incorporated into Banca d'ltalia Circular 263/2006 of 27 December 2006 as amended.

The CRD IV “Package” has replaced the two aforementioned Directives and consists of the EU Directive 2013/36 on the taking up of the business of
credit institutions and prudential supervision and the EU Regulation 575/2013 on prudential requirements, incorporated into Banca d’ltalia Circular
285 of 17 December 2013 as amended.

Credit Quality Step
Step based on external ratings, which is used to assign risk weights under credit risk Standardised Approach.

Credit risk
The risk that an unexpected change in the creditworthiness of a counterparty, the value of the guarantees provided by it or the margins used by it in
the event of insolvency might produce an unexpected change in the value of the bank's credit position.

Credit Valuation Adjustment (CVA)
Is the adjustment to the valuation of a portfolio of transactions reflecting the market value of the counterparties' credit risk.

CRM
Credit Risk Mitigation is a set of techniques, contracts accessories to the loan or other instruments (e.g. securities, guarantees), which allows a
reduction of the credit risk capital requirements.
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CRO
Chief Risk Officer.

CRR (Capital Requirements Regulation)
Regulation EU No. 575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential requirements for credit institutions and
investment firms and amending Regulation (EU) No 648/2012.

Currency risk
The risk that the value of the instrument decreases due to foreign exchange rates changes.

Daily VaR
It reflects the Value at Risk risk measures calibrated to a 1-day holding period to compare with the 99% confidence level with its trading outcomes.

Default
A party's declared inability to honor its debts and/or the payment of the associated interest.

Duration
This is generally calculated as the weighted average of the maturities for payment of the interest and capital associated with a bond, and represents
an indicator of the interest rate risk to which a security or a bond portfolio is subject.

EAD - Exposure at Default

Relating to the on-balance and off-balance sheet positions, EAD is defined as the estimation of the future value of an exposure at the time of the
debtor’s default. Only banks that meet the requirements for adopting the IRB - Internal Rating Based (see item) advanced approach are allowed to
estimate EAD (see item). Other banks are required to refer to regulatory estimations.

EBA - European Banking Authority

The European Banking Authority is an independent EU Authority which works to ensure effective and consistent prudential regulation and
supervision across the European banking sector. Its overall objectives are to maintain financial stability in the EU and to safeguard the integrity,
efficiency and orderly functioning of the banking sector.

ECA
Export Credit Agency.

ECAI
External credit assessment institution.

ECB European Central Bank
The ECB is the central bank for Europe's single currency, the euro. The ECB's main task is to preserve the purchasing power of the single currency
thus ensuring the maintenance of price stability in the Euro area.

Economic capital

Capital level that is required to cover the bank’s losses that may occur with at a time horizon of one year and a certain probability or confidence
level. Economic Capital is a measure of the variability of the Expected Loss of the portfolio and depends on the degree of diversification of the
portfolio itself.

Economic value perspective
Variation in interest rates can affect the economic value of assets and liabilities.

EL
Expected Losses are the losses recorded on average over a one year period on each exposure (or pool of exposures).

EPS - Earnings Per Share
An indicator of a company’s profitability calculated as: Net Profit divided by Average total outstanding shares (excluding treasury shares).

Equity risk
The risk that the value of the instrument decreases due to stock or index prices changes.
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Expected Shortfall
Risk measure representing the expected loss of a portfolio or a counterparty calculated in the scenarios of loss exceeding the VaR.

EVA - Economic Value Added
Expresses the ability to create value in monetary terms. EVA is equal to the difference between the Net Operating Profit After Tax (‘NOPAT” Net
Operating Profit After Tax - see item) and the cost of the absorbed capital.

Factoring
Contract for the sale without recourse (with credit risk borne by the buyer) or with recourse (with credit risk borne by the seller) of commercial credits
to banks or specialist companies, for the purposes of management and collection. May be associated with financing in favor of the seller.

Fair value
The sum for which, in a freely competitive market, an item can be exchanged or a liability extinguished between aware and independent parties.

FINREP

Document issued by the Committee of European Banking Supervisors (CEBS). The Committee gives advice to the European Commission on policy
and regulatory issues related to banking supervision; it also promotes cooperation and convergence of supervisory practice across the European
Union. The objective of FINREP is to provide guidelines for implementation of the consolidated Financial Reporting framework for supervisory
purposes; it is based on International Financial Reporting Standards (IFRSs).

Forbearance/Forborne exposures
According to EBA Implementing Technical Standards, forborne exposures consist of exposures to which forbearance measures have been
extended, i.e. concessions towards a debtor who is facing or about to face difficulties in meeting its financial commitments (“financial difficulties”).

Forwards

Forward contracts on interest rates, exchange rates or share indices, generally traded on "OTC - Over-the-Counter" (see item) markets, in which the
conditions are fixed when the contract is agreed but execution will take place at a predetermined future date, by means of the collection or payment
of differentials calculated with reference to various parameters according to the subject of the contract.

FRA - Forward Rate Agreement
Contract whereby the parties agree to receive (pay) at maturity the difference between the value calculated by applying a predetermined interest
rate to the transaction amount and the value obtained on the basis of the level reached by a reference rate preselected by the parties.

FTE - Full Time Equivalent
The number of a company'’s full-time employees. Part-time employees are considered on a pro-rata temporis basis.

Full Revaluation Approach
Is a methodology behind the historical simulation approach for VaR calculation, when the value of a portfolio is estimated by the complete
revaluation of its value according to the simulation results.

Funding
Provision, in various forms, of the funds necessary to finance business activities or particular financial transactions.

Futures
Standardised contracts whereby the parties undertake to exchange money, transferable securities or goods at a preset price at a future date. These
contracts are traded on regulated markets, where their execution is guaranteed.

GDP (Gross Domestic Product)
The total market value of the products and services produced by Country residents in a given time frame.

GIvV
Group Internal Validation.
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GLO
Group Lending Office.

Goodwill
The additional sum paid for the acquisition of an equity interest, equal to the difference between the cost and the corresponding share of net assets,
for the portion not attributable to the identifiable assets of the acquired company.

Hedge Fund

Speculative mutual investment fund adopting hedging techniques which generally are not used by ordinary mutual funds, in order to deliver a
constant performance, which is only hardly linked to reference markets. Hedge Funds are distinguished by a limited number of partners and require
a high minimum level of investment.

IAA
Internal Assessment Approach.

IAS/IFRS

International accounting standards issued by the International Accounting Standard Board (IASB), a private international body established in April
2001, involving representatives of the accounting professions of the principal countries and, as observers, the European Union, I0OSCO
(International Organisation of Securities Commissions) and the Basel Committee. This body is the successor of the International Accounting
Standards Committee (IASC), set up in 1973 to promote harmonisation of the rules for the preparation of company accounts. When the IASC
became the IASB, it was decided, among other things, to name the new accounting principles "International Financial Reporting Standards" (IFRS).
At international level, work is currently underway to harmonise the IAS/IFRS with the US GAAP - United States Generally Accepted Accounting
Principles (see item).

IBNR
Incurred But Not Reported (losses).

ICAAP - Internal Capital Adequacy Assessment Process
See "Basel 2 - Pillar 2".

IMA
Internal Models Approach is an approach to calculate market risk capital requirement using internal models.

Impaired loans

Loans are subjected to periodic examination in order to identify those which, following events occurring after their entry in the accounts (at the
market value, normally equal to the disbursed amount including the transaction costs and revenues directly attributable to the disbursement of the
loan), show objective signs of a possible loss of value. This category includes loans that have been classed as bad, doubtful, restructured or
overdue, in accordance with Banca d’ltalia rules consistent with IAS/IFRS (see item).

Impairment
Within the framework of the IAS/IFRS (see item), this refers to the loss of value of a balance sheet asset, recorded when the book value is greater
than the recoverable value, i.e. the sum that can be obtained by selling or using the asset.

Index linked
Policies whose performance at maturity depends on a benchmark parameter that may be a share index, a basket of securities or another indicator.

Interest rate risk
The risk that the value of the instrument decreases due to interest rates changes.

(Internal) validation
Expert unit, internal but sufficiently independent, that verifies the adequacy of internal models for internal and regulatory purposes and issues a
formal opinion about their usefulness and effectiveness. Usually a prerequisite for the validation process carried out by the authorities.

Investment banking
Banking segment devoted to the subscription and placement of newly issued securities, as well as the trading of financial instruments.

UniCredit - 2018 Annual Report and Accounts 781



Glossary

Investor
Any entity other than the Sponsor (see item) or Originator (see item) with exposure to a securitisation.

IPRE
Income Producing Real Estate.

IRB - Internal Rating Based

Method for determining the capital needed to cover credit risk within the framework of Pillar 1 of Basel 2 (see item). The rules are applied to the
exposures of the banking portfolio. Furthermore, in the IRB methods the risk weightings of the assets are determined on the basis of the bank's own
internal evaluations of the debtors (or, in some cases, of the transactions). Using systems based on internal ratings, the banks determine the
weighted risk exposure. The IRB methods consist of a basic method and an advanced method, which differ in terms of the risk parameters that the
bank must estimate: in the basic method, the banks use their own estimates for "PD - Probability of Default” and the regulatory values for the other
risk parameters; in the advanced method, the banks use their own estimates for " PD - Probability of Default ", "LGD - Loss Given Default", "CCF -
Credit Conversion Factors" and, where provided for, "M - Maturity" (see item). The use of IRB methods for the calculation of capital requirements is
subject to authorisation from Banca d'ltalia.

IRC
Incremental Risk Charge is a measure of potential losses arising from default and migration risks of unsecuritised credit products over a 1-year
capital horizon at a 99.9% confidence level, taking into account the liquidity horizons of individual positions.

IRS - Interest Rate Swap
See "Swap".

Joint venture
Agreement between two or more companies for the conduct of a given economic activity, usually through the constitution of a joint stock company.

Junior, Mezzanine and Senior exposures

In a securitisation transaction, the exposures may be classified as follows:

o junior exposures are the last to be repaid, and consequently absorb the first loss produced by the securitisation transaction;
® mezzanine exposures are those with medium repayment priority, between senior and junior;

o senior exposures are the first to be repaid.

Ke

The cost of equity is the minimum return on investment required by the shareholder. It is the sum of a risk-free rate and an additional spread
remunerating the shareholder for the credit risk and the volatility of the share price. The cost of capital is based on medium/longterm averages of
market parameters.

KPI - “Key Performance Indicators”
Set of indicators used to evaluate the success of a particular activity or process.

LCP
Loss Confirmation Period.

LCR (Liquidity Coverage Ratio)
The ratio of a credit institution’s liquidity buffer to its net liquidity outflows over a 30 calendar day stress period.

Lead Arranger
The bank responsible for arranging a securitisation. The arranger’s duties include checking the quality and quantity of the assets to be securitised,
conducting relations with rating agencies, drawing up the prospectus and dealing with accounting and legal problems.

Leasing

Contract whereby one party (the lessor) grants to another party (the lessee) for a given period of time the enjoyment of an asset purchased or built
by the lessor at the choice and on the instructions of the lessee, with the latter having the option of acquiring ownership of the asset under
predetermined conditions at the end of the leasing contract.
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Leveraged Finance

Loans provided mainly to Private Equity funds in order to finance the acquisition of a company through a financial transaction based on the cash flow
generation capacity of such target company. This can result in a higher level of debt and therefore a higher level of risk. Leveraged finance may be
syndicated.

LGD - Loss Given Default
Expected value (which may be conditional upon adverse scenarios) of the ratio, expressed as a percentage, between the loss giving rise to the
default and the amount of exposure at the time of the default (‘EAD - Exposure At Default”, see item).

Liquidity risk

The risk of the company being unable to meet its payment commitments due to the inability to mobilise assets or obtain adequate funding from the
market (funding liquidity risk) or due to the difficulty/impossibility of easily liquidating positions in financial assets without significantly and
unfavourably affecting the price because of insufficient depth or temporary malfunction of the financial market (market liquidity risk).

M - Maturity
The average, for a given exposure, of the residual contractual maturities, each weighted for the relevant amount.

Mark-up
Positive differential with respect to a benchmark index, generally an interbank rate, applied to the lending rate offered to customers.

Market risk

The effect that changes in market variables might have on the economic value of the Group's portfolio, where this includes both the assets held in
the Trading Book and those entered in the Banking Book, or the operations connected with the characteristic management of the commercial bank
and its strategic investment choices.

MDA
Stands for Maximum Distributable Amount i.e. a limit to the distributable profits in order to preserve the Combined Buffer Requirement.

Medium Term Note
Bond with a maturity of between 5 and 10 years.

Merchant banking

This term covers activities such as the subscription of securities, shares or debt instruments, by corporate customers for subsequent placement on
the market, the taking of more permanent equity interests but always with a view to subsequent disposal, and the conduct of business consultancy
activities for the purposes of mergers and acquisitions or restructurings.

Monoline Insurers

Insurance companies that insure only one kind of risk. Against payment of premium they guarantee the repayment of principal and interest of bonds,
usually “ABS - Asset Backed Securities” (see item) or US municipal bonds, on default by the issuer, which enables the guaranteed bond to obtain a
better rating than similar unguaranteed issues.

Non-Performing Exposures

According to EBA Implementing Technical Standards, Non-Performing Exposures are debt instruments and off-balance sheet exposures which
satisfy either or both of the following criteria: (i) material exposures which are more than 90 days past-due; (i) the debtor is assessed as unlikely to
pay its credit obligations in full without realisation of collateral, regardless of the existence of any past-due amount or of the number of days past
due.

NOPAT - Net Operating Profit After Tax

Net Operating Profit after tax and minority interests, adjusted by elements that would not allow to assess the capability to create value through
ordinary operations.

It represents the share of Group Net Profit produced by typical business activities, gross of the costs of capital.

Notch
Level, referred to a scale.
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Operational risk

The risk of losses due to errors, violations, interruptions, damages caused by internal processes, personnel or systems, or by external events. This
definition includes legal and compliance risk, but excludes strategic and reputational risk.

For example, operational risks include losses deriving from internal or external fraud, employment contracts and employment protection regulations,
customer claims, distribution of products, fines and other sanctions arising from breaches of regulations, damages to the company’s assets,
interruption of operations, malfunction of systems and the management of processes.

Option
The right, but not the commitment, acquired by the payment of a premium, to buy (call option) or sell (put option) a financial instrument at a given
price (strike price) by or at a determined future date (American option/European option).

Originator
The entity that originated the assets to be securitised or acquired them from others.

OTC - Over the counter

Over-the-counter (OTC) trading consists of the exchange of financial instruments such as shares, bonds, derivatives or goods directly between two
counterparties. The OTC markets do not have standardised contracts or buying/selling procedures and are not associated with a set of rules
(admissions, controls, obligations of information, etc.) like those that govern the official markets.

Overcollateralisation
The value of the assets underlying the bonds issued is higher than the amount of the bonds.

Past Due
Problematic exposures that, at the reporting date, are more than 90 days past due on any material obligation, as required by the relevant prudential
regulation. Past due can be determined either at individual debtor or at single transaction level according to the relevant local prudential regulation.

Payout ratio
It indicates the percentage of net income that is distributed to shareholders. The percentage distributed is determined mainly on the basis of the
company’s self-financing needs and the return expected by shareholders.

PD - Probability of Default
Probability of a counterparty entering into a situation of "default" (see item) within a time horizon of one year.

Preference shares

Capital instruments that associate forms of remuneration tied to market rates with particularly pronounced subordination conditions, such as non-
recovery in subsequent years of the interest not paid by the bank and bearing a share of its losses in the event that these produce a significant
reduction in the capital requirements. The regulatory authorities set the conditions under which preference shares may be counted among the core
capital of banks and banking groups.

Private banking
Financial services aimed at so-called "high-end" private customers for the global management of financial needs.

Private equity

Investments in the risk capital of companies, generally unlisted but with high growth potential and the ability to generate constant cash flows.
Investments in private equity include a wide range of operations that vary according to both the development phase of the company concerned and
the investment techniques used. These techniques include closed-end private equity funds.

Purchase Companies
Vehicle used by “ABCP Conduits - Asset Backed Commercial Paper Conduits” (see item) to purchase the assets to be securitised and subsequently
financed by the Conduit vehicle by means of commercial paper.

Rating
Evaluation of the quality of a company or its issues of debt securities on the basis of the company's financial soundness and prospects. This
evaluation is made either by specialist agencies or by the bank on the basis of internal models.
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RBA
Ratings-Based Approach.

Retail
Customer segment consisting principally of private individuals, self-employed professionals, traders and artisans.

RIC
IRB calculation model - Rating Integrato Privati (Individuals Integrate Rating).

RISB
IRB calculation model - Rating Integrato Small Business (Small Business Integrate Rating).

RMBS - Residential Mortgage Backed Securities
Asset Backed Securities (see item) with residential mortgages as underlyings.

ROA - Return On Asset
Ratio between Net Profit/(Loss) of the year and Total Assets as per IFRS balance sheet.

ROAC - Return On Allocated Capital
Annualised ratio between the net profit and the average allocated capital. It shows in percentage terms the earning capacity for absorbed capital
units. A corrective factor is applied to divisional net profit where capitalisation is substantially higher than Group’s target.

ROTE - Return on Tangible Equity
Annualised ratio between the net profit and the average tangible equity. Tangible Equity is defined as Shareholders’ equity (including Consolidated
Profit of the period) less intangible assets (goodwill and other intangibles), less AT1 component. Dividend pay-out is accounted for on a cash basis.

RUF
Revolving Underwriting Facility.

RWA - Risk Weighted Assets
On-balance sheet assets and off-balance sheet assets (derivatives and guarantees) classified and weighted by different coefficients referring to
risks, following banking rules issued by local Supervisors (i.e. Banca d'ltalia, Bafin, etc.), to calculate solvency ratios.

Securitisation

Transfer of a portfolio of assets to an “SPV - Special Purpose Vehicle” (see item) and the issue of securities with various levels of seniority to meet

any default by the underlying assets.

Securitisations can be:

o traditional: method of securitisation whereby transfer of the assets is by means of sale of the portfolio to the “SPV - Special Purpose Vehicle” (see
item);

o synthetic: method of securitisation whereby the transfer of assets is by means of credit derivatives or similar security enabling the risk of the
portfolio to be transferred.

Sensitivity
The greater or lesser degree of sensitivity with which certain assets or liabilities react to changes in rates or other reference parameters.

SFA
Supervisory Formula Approach.

SL
Specialised Lending.

SME
Small and Medium Enterprises.
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Sponsor
An entity other than the Originator (see item) which sets up and manages an ABCP conduit or other securitisation scheme where assets are
acquired from a third entity for securitisation.

SPV - Special Purpose Vehicles

An entity, partnership, limited company or trust, set up to carry out a set object, such as isolating financial risk or obtaining special regulatory or tax
treatment for specific portfolios of financial assets.

SPV’s operations are accordingly limited by a set of rules designed for this purpose.

In general SPVs’ sponsors (see item) do not hold equity in them. The equity is held by other entities in order to ensure that there is no shareholder
relationship with the Sponsor (see item). SPVs are usually bankruptcy-remote, in that their assets cannot be claimed by the creditors of the sponsor,
even if the latter becomes insolvent.

Stress Test
Risk measure complementary to the VaR, that allows a portfolio analysis with stress exercises by the application of simple and complex scenarios.

Subprime (Residential Mortgages)

Although Subprime has no univocal definition, this category includes mortgages granted to borrowers who have had repayment difficulties in the
past, e.g. delayed installments, insolvency or bankruptcy, or who are more likely to default than the average due to high loan-to-value and
installment-to-income ratios.

SVaR - Stressed VaR
Stressed VaR is a quantification of exposures to particular extreme losses that can be inflicted to a Bank during market tensions, by modeling the
portfolio response conditional on historical data from a (continuous 12-month) period of significant financial stress.

Swap

A transaction that generally consists of the exchange of financial streams between operators according to different contractual arrangements.

In the case of an interest rate swap (IRS), the counterparties exchange payment streams that may or may not be linked to interest rates, calculated
on a notional principal amount (for example, one counterparty pays a stream on the basis of a fixed rate, while the other does so on the basis of a
variable rate).

In the case of a currency swap, the counterparties exchange specific amounts in two different currencies, with these amounts being exchanged back
in due course according to predefined arrangements that may concern both the capital (notional) and the streams of interest payments.

Tier 1 Capital
The most reliable and liquid part of a bank’s capital, as defined by regulatory rules.

Tier 1 Capital Ratio
The percentage of a bank’s Tier 1 Capital to its risk weighted assets “RWA - Risk Weighted Assets” (see item).

TSR - Total Shareholder Return
It is the full reward, in terms of capital gain and dividends, that a shareholder gets from holding one share.

UCI - Undertakings for Collective Investment
This term includes "UCITS" (see item) and other collective investment Funds (real estate collective investment funds, closed-end investment funds).

UCITS - Undertakings for Collective Investment in Transferable Securities
This term covers open-end real estate investment funds, both Italian and foreign, and investment companies with variable capital. The latter are joint
stock companies that have the sole purpose of collective investment of the assets gathered through a public offer of their own shares.

UGRM
The pool of software applications, IT structure and database used by The Group for the financial risk analysis.

UL
Unexpected Losses are the losses exceeding the expected losses.
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Unlikely to Pay

The classification in this category is the result of the judgment of the bank about the unlikeliness, without recourse to actions such as realising
collaterals, that the obligor will pay in full (principal and/or interest) its credit obligations. This assessment should be carried out independently of the
presence of any amount (or rate) past due and unpaid.

US GAAP - United States Generally Accepted Accounting Principles
Accounting principles issued by the FASB (Financial Accounting Statement Board), generally accepted in the USA.

VaR - Value at Risk
A method used for quantifying risk. It measures potential future losses which will not be exceeded within a specified period and with a specified
probability.

Vintage
The year of issue of the collateral underlying bonds created by securitisation. In the case of subprime mortgages this information is an indicator of
the riskiness of the bond, since the practice of granting mortgages to subprime borrowers became significant in the US starting in 2005.

Warehousing
A stage in the preparation of a securitisation transaction whereby an “SPV - Special Purpose Vehicle” (see item) acquires assets for a certain period
of time until it reaches a sufficient quantity to be able to issue an ABS.
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