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The anatomy of Italy’s current account

W Last year, Italy’s current account deficit probably stabilized close to its highest level in more
than a decade. The question is whether this might represent the lowest point and if some
improvement can be expected in upcoming years, or whether this is a structural trend and
Italy will continue to pile up (current account) deficits in the years to come. We argue that
the first option is more likely, provided that Italy pushes ahead with the reform process.

B A retrospective analysis of the current account dynamics from a savings and an investment
perspective shows that household savings was one of the main drivers of the deterioration
of the external balance. Therefore, a reversal of this trend needs to play a pivotal role in
the current account rebalancing. But the adjustment will likely be gradual.

B Looking at the counterparts of savings and investment, we found that the deterioration of
the trade balance accounted for the lion’s share, while the income balance benefited from
a relatively contained, although negative, net foreign asset position. Going forward, boosting
Italy’'s weak growth performance and lifting the export market share again will be key to
drive the reduction in the current account deficit.

m In order to quantify the extent of the external imbalances Italy is facing, we derive an equilibrium
value of the current account. Our analysis shows that, while not particularly demanding, an
adjustment in Italy’s current account position needs to be undertaken. To this extent, once
again, the message is that structural reforms are of utmost importance.

Next week, the Bank of Italy will release balance of payments data for December. Our expectations
are for a broad stabilization or a marginal deterioration of the current account-to-GDP ratio in
2011 vs. the previous year: our forecast is -3.6% vs. -3.5% in 2010. Albeit remaining overall
contained, at these levels ltaly’s current account deficit is the largest recorded since 1997 and
among the highest in the eurozone when excluding Spain, Greece and Portugal. This is the
result of a long and steady deteriorating trend, which brought the current account balance (in
% of GDP) from a large surplus (+2.8%) in 1997 to a 3.5% deficit in 2010. In the following, we
take a more detailed look at the factors that have driven this trend, both from a savings and
an investment perspective and from the perspective of their counterparts — the balance of
trade, income and current transfers — in order to shed some light on the dynamics we can expect in
the medium term. Our analysis shows that Italy's current account deteriorated during the 10 years
leading up to the onset of the crisis as households gradually lowered their savings while
investment broadly stabilized — both likely as a result of excessively low interest rates around the
world and the process of financial integration. With the onset of the crisis in 2007, the deficit
more than doubled from less than 2% of GDP to about 3.5% as households further lowered
their savings to cushion some of the blow to incomes, partly reflecting the government's reluctance
to use fiscal policy to stimulate demand. At the same time, the trade balance deteriorated
substantially, in the wake of a rising import share of GDP and a broadly stable share of exports —
both a consequence of the process of globalization and a concurrent loss of competitiveness
of Italy vis-a-vis its peers. The challenge is now to reverse this trend, with signs of this having started
to happen in 2011 being evident. To bring the current account deficit back to a fully sustainable
level again — an adjustment of some 3pp of GDP - it is important that recently announced
structural reforms and those in the pipeline are fully implemented. The new government led by
PM Monti has certainly shown a strong commitment to an ambitious reform agenda, and he
enjoys enough support in the population and in Parliament to pursue his strategy. We think
the odds are in favor of him succeeding. Overall, we expect the reform of the pension system
and the efforts put in place to free up markets and increase competition will certainly be effective
in spurring ltaly’s growth potential, but the reform of the labor market currently under discussion
will mark another milestone.
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Household savings center stage

The decline in the current account in Italy over the last decade was accompanied by a fall in
national gross savings and broad stabilization in investment. The national savings rate (defined
as total savings in percent of nominal GDP) declined by about 6pp between 1997 and 2010,
while the investment rate (i.e. investment/GDP) increased by about 1pp from 19.3% to 20.1%.
In particular, the dynamic of the investment rate hides a relatively stable trend in 1997-2006,
which was followed by a plunge in 2008-2009 and a significant, albeit short, recovery in 2010.
With respect to national savings, a by-sector analysis highlights the following: The declining
trend in household savings was the predominant factor behind the drop in national savings:
the household savings in % of GDP fell from 14.8% to 8.2% over the period between 1997
and 2010, with the pace of decline intensifying in 2009-2010, in line with the ongoing weak-
ness in real labor income (see left chart). This more recent dynamic went hand in hand with a
significant deterioration in public savings, with the ratio to GDP turning negative in 2009 and
declining by a cumulated 3.5pp in 2009-2010, well above the cumulated 2pp decline recorded
during the long period of flattish GDP growth in 2002-2004, always in the context of a less
restrictive fiscal stance. In contrast, corporate savings (both financial and non-financial firms)
remained stable over the last decade. It worth highlighting that the corporate savings rate
showed a good recovery in the last few years, and after dropping to a low of 5.5% in 2008
(dragged down by persistently high interest expenses due to corporate re-leveraging) from
8.5% in 2004, it rose again to about 8% as firms continued to benefit from the prolonged period of
very low interest rates. This led to corporate net borrowing dropping to 2.6% of GDP in 2010
(compared to 5.1% in 2008), notwithstanding a recovery in the investment rate to 11.4%, in line
with the average of the last decade.

The extent to which the ongoing improvement in corporate savings is sustainable or just a
temporary by-product of cyclical forces is difficult to assess. The current recession is expected
to result in a renewed decline in profits and self-financing, which will go hand in hand with a
decline in the corporate investment rate. This should leave firms’ financial position still in
negative territory, but the abrupt deterioration seen in 2008 should not be repeated. Still, the
corporate sector behavior might help (or at least be “neutral”) to improve the current account
imbalance in upcoming years. It is highly likely, in fact, that the ongoing change in banks’ risk
attitude will contribute to shifting Italian firms’ preference from debt towards internal financing.

SAVINGS AND INVESTMENT BEHIND THE C/A BALANCE HOUSEHOLD SAVINGS NEED TO BE MONITORED CLOSELY
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There is a greater degree of uncertainly whether the declining trend in the household savings
rate can be reverted in the short and medium term. But we are confident that this will happen
in the longer term. On the cyclical front, the negative impact of fiscal tightening will continue to
weigh on households' disposable income dynamic, and the savings in % of GDP will stabilize
at the current low level (with slight improvements) over the next few years, if household
spending declines at the same pace (or slightly more) than disposable income. In this respect,
job shedding and slowing wages are likely to represent an important drag. Moreover, budgetary
consolidation in Italy might induce a confidence-driven decline in household precautionary
savings. In contrast, on the structural side, ltaly is expected to face an ongoing decline in the
working age population in this decade (on average -0.2% growth per annum) and a higher
future dependency ratio (which is expected to hit 60% in 2020 vs. 52% currently). This dynamic
will likely have a positive impact on the household savings rate, and hence on longer-term
current account prospects. Moreover, the potential boost for employment and hence labor income
as a result of the reform of the labor market — which is on the government’s agenda — will be
another factor supporting the improvement in the household savings rate. In addition to these
developments — and as far as the public sector is concerned — the strong fiscal consolidation
measures already implemented and those in the pipeline, will likely facilitate a clear increasing
trend in public savings, supporting a reduction in the current account deficit in the medium
and long term.

Export growth needs to be enhanced

Looking at the counterparts of the savings/investment dynamics — i.e. the balance of trade, in-
come and current transfers — a retrospective analysis shows that in the period between 1997
and 2010, the 6.3pp deterioration in the C/A was almost entirely driven by a sharp deterioration
of the trade balance, while the transfer balance contributed slightly less than 1pp. In contrast,
the income balance had an offsetting, although limited effect, improving by 0.3pp. In the fol-
lowing, we will first focus on the income account and then move on to the trade balance. As
depicted in the left chart, while the C/A was in deficit for almost the whole period, the income
balance never exceeded -1%, with the exception of 2008, being only a minor drag on the C/A
balances. This benign dynamics of the income balance reflects Italy’s relatively healthy net
foreign asset (NFA) position (see box for accounting identities): while having been negative,
Italy's NFA always remained relatively contained, ranging between -4.8% and -24% in the period
between 1997 and 2010. At these levels, Italy’s NFA position does not diverge too much from
that of France, which stood at -10.0% at the end of 2010, and that of the UK (-13.5%), and compares
more favorably to that of Spain (-87.1%), Portugal (-107.6%), Ireland (-90.9%), and Greece (-99.5%).

TRADE BALANCE DROVE THE CURRENT ACCOUNT DECLINE C/A FINANCING: PORTFOLIO FLOWS TAKE LION'S SHARE
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Needless to say that the outperformance of Germany, which boasted a positive NFA position
of 42.4% at the end of 2010, is striking. Note that the composition of liabilities is skewed
mostly towards debt instruments, with non-equity liabilities representing around 83% of the
total. This results from the predominant role of portfolio investment flows in the current account
financing over the last decade. The low absolute NFA position, together with its composition,
was probably one of the factors behind the favorable dynamics of the income balance, with
Italy benefiting from the process of interest rate convergence related to the euro adoption and
later by central banks’ ultra-loose monetary policy. Looking ahead, one might argue that the
income balance will be negatively affected in upcoming years by the re-assessment of ltaly’s
country risks, which might lead to significantly higher cost of servicing external debt. In this
respect, however, it is important to note that since last summer non-residents disposed of a
consistent share of their debt-security holdings, mostly government securities (see left chart), while
there has been a significant reduction in banking sector foreign liabilities given the difficulties
Italian banks recently faced in raising funds on international markets. While it is quite difficult
to predict which effect will prevail — that of higher cost of servicing external debt or the decline
in external debt stock — we do not see strong indications of the income balance deteriorating
substantially and becoming a major drag on the overall current account balance.

With respect to the trade balance, the 6pp decline from the 4% surplus recorded in 1997 to
the -1.9% deficit in 2010, reflects a significant increase in the import-to-GDP ratio from 21.3%
to 28.5%, against the backdrop of an only marginal increase in the share of exports of GDP,
which rose from 25.3% to 26.6%. The right chart, which shows a strong divergence between
the total trade balance and the trade balance excluding the energy components, suggests that
rising commaodity prices certainly played a role in the sizeable increase of the import share.

DECLINING FOREIGN HOLDINGS OF ITALIAN SECURITIES RISING COMMODITY PRICES UNDERPINNED IMPORTS
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Having said that, when looking at the relative performance of imports and exports expressed
in real terms, the former exceeded the latter, suggesting that the relative performance of the
volumes of imports and exports also helps to explain the deterioration of the trade balance. As
far as exports are concerned, ltaly’s performance has been notoriously dismal over the last
twelve years (see left table on the next page). This is particularly striking when looking at ltaly’s
exports in comparison with other eurozone countries. While not being the only one among its
peers to lose export market share, the decline in Italy has been particularly pronounced. One
factor commonly cited as a driver of the weak export performance is the loss of competitiveness
of ltaly vis-a-vis the main trading partners, which we assess by measuring the degree of
REER (real effective exchange rate) appreciation. In particular, we look at the dynamics of
Italy’s intra-EMU REER, expressed in terms of unit labor costs and export prices. Both indicators
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ITALY'S EXPORT PERFORMANCE IS DISMAL

suggest quite clearly that between 1998 and 2010, Italy was one of the countries to have lost
the most in terms of competitiveness compared to its eurozone peers, with only Greece being
a worse performer. The appreciation of the REER in terms of unit labor costs mirrors a loss of
productivity, which has been particularly pronounced over the last decade. The larger appreciation
of the REER expressed in terms of relative export prices, however, can be subjected to different
interpretations. For example, it might be read as an indication that export-oriented firms managed
to pass on the increase in their production costs to the final price of their exports, signaling a
gain in market power, but also that there might have been a move up on the product quality ladder.

What can we expect in terms of trade balance going forward? On a short-term perspective,
we forecast some cyclical pick-up in exports, in line with the recovery in global demand, while
weakening domestic demand should dampen import growth. There is, however, one caveat: A
simple regression analysis shows that Italian imports are not only driven by some components
of domestic demand, namely household consumption, inventories and machinery investment,
but also by exports that have become increasingly important in explaining import growth —
which is related to the ongoing process of internationalization at Italian firms. This implies that
the recovery of exports will to some extent feed through to import growth, capping the im-
provement in the trade balance. Our bottom line is that in order to achieve a more structural
and sustainable improvement in the trade balance, it is of utmost importance that Italy pushes
ahead with the process of structural reforms, which should help improve productivity growth
and contribute to the country regaining some degree of competitiveness. Some of the reforms
already undertaken — in particular the measures implemented to improve the flexibility of markets
and the business environment — will certainly bear fruit, but this will be a long process.

A SIGNIFICANT LOSS OF COMPETITIVENESS
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Computing an equilibrium level for the current account

Now we take a longer-term perspective and, following the “External Sustainability” approach,
derive an equilibrium value of the current account (or its “norm”), using accounting identities.
To put it simply, the “norm” is the value which stabilizes Italy’s net foreign asset position — in
other words, the current account then can be deemed sustainable in the longer term. Our
analysis shows that an adjustment in Italy’s external position needs to be undertaken in order
to prevent a continuing deterioration of external indebtedness. Once again, the main message
is that the reform process is key to speeding up this adjustment.

For this analysis, the standard accounting identities (see box) show that the key variables affecting
the “norm” are: 1. the potential GDP growth and an average inflation rate; 2. the net foreign
asset (NFA) position; 3. the capital account and capital gains. In our baseline scenario, we
envisage long-term real GDP growth of 1.0%6, an inflation rate of 2%, the ratio of NFA to
GDP at -24% — the level prevailing in 2010 — while we assume no capital transfers and no
capital gains on the NFA. The outcome is that the value of the equilibrium current account
balance in Italy is -0.7% of GDP, which points to a clear gap to the current value. This gap is
mitigated only slightly by considering a current account balance adjusted for the economic
cycle (“Adjusted C/A”, see table next page). Our analysis shows that, while not particularly
demanding, crucial adjustments need to be made. In other words, delaying this adjustment
would lead to a substantial increase in external liabilities and/or a decrease in foreign assets.

The External Sustainability (ES) approach

The ES approach is an accounting framework in which a current account benchmark is
calculated to ensure a stable external indebtedness position. We start with the accumulation
equation for the net foreign assets (denoted by B:), which states that changes in net for-
eign assets are due either to net financial flows or to changes in the valuation of stocks
(capital gains, KGy). Following the balance of payment identity, net financial flows at time t can
be written in terms of the current account balance (Ca:), capital account (K;) and errors
and omissions (Z;). We get:

1) Bi-B:.;= Ca; + K + Z, + KGy:
Dividing equation (1) by nominal GDP (we deflate it) yields:

n;
2) by-by1= Cartkitzitkgr —— bt—l;
1+n,
where n = GDP/GDP¢.1-1 defines nominal GDP growth. Let us denote as Ca® the current
account “norm” that would be compatible with a stable NFA position as a share of GDP,
b®, then we get:

3) ca’= Lbs -k*-Z-kg'.
1+n

We are adopting a basic approach, in which the composition of aggregate assets and liabilities
as well as the return on each asset class is implicitly assumed to be irrelevant. This conclusion
comes from the fact that 1. Italy is still characterized by a low level of external indebtedness
and a broadly balanced path of assets and liabilities; and 2. investment income does not
represent the main component of the balance of payments. Finally, we make the assumption
that on average the errors and omissions component, z°, is equal to zero.

6 See our growth accounting exercise in “ltaly at a Crossroads”, UniCredit Research, 23 November 2011.
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To corroborate this outcome, we conduct a sensitivity analysis to verify how the current ac-
count benchmark would change. In the first scenario, assuming that capital transfers and
capital gains are in line with their 2001-2010 average, we show that the results do not change
substantially, meaning that our simplifying assumption is not so binding. Moreover, we consider two
alternative GDP growth scenarios — low and high — which tell us that: 1. the further drag, in
terms of competitiveness gap, coming from anemic economic growth in the long term, should
be limited; 2. the size of the equilibrium value of the current account becomes roughly -1.0%
of GDP, if the ambitious reform agenda of Monti’'s government (mostly liberalization, pension
and labor market reforms) is implemented to the full extent in the longer term, boosting real
GDP growth. This means that a higher level of growth would allow a larger C/A deficit to be
run. Finally, we consider two additional scenarios in which the NFA position falls back: 1. to
the average level prevailing over the past ten years, 2. to the level prevailing in 2001. As expected,
the choice of a different NFA position feeds through into different current account norms.
While the first assumption does not alter much the level of our baseline C/A norm, the second
scenario, implying a current account norm that is broadly balanced, clearly suggests that a
sizeable adjustment process is needed to close a gap greater than 3pp.

NFA POSITION: FALLING BUT STILL CONTAINED A SENSITIVITY ANALYSIS OF THE EQUILIBRIUM VALUE OF C/A
Last 10
10 yrs 0.5% real | 2.0% real Last 10 NEA i
. Baseline | average GDP GDP avz:z e 200:Iln
5 B Net foreign asset (% of GDP) Capital | growth | growth NFAQ
Account
Real GDP (% yoy) 1.0 1.0 0.5 2.0 1.0 1.0
Capital Account (% of GDP) 0.0 0.06 0.0 0.0 0.0 0.0
Net Financial Assets (% of GDP) -24.0 -24.0 -24.0 -24.0 -18.4 -5.8
Current Account Norm (% of GDP) -0.7 -0.7 -0.6 -0.9 -0.5 -0.2
Current Account (% of GDP) in 2010 -3.5 -35 -35 -3.5 -3.5 -3.5
25T -25 Adjusted CA (% of GDP) in 2010 -3.1 -3.1 -3.1 -3.1 -3.1 -3.1
-30 (*) In the adjusted CA, we isolate the current account dynamic from its cyclical component, through a
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Hodrick-Prescott Filter method.
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area/department of UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit Securities, UniCredit
Menkul Degerler A.S., UniCredit Bulbank, Zagrebacka banka, UniCredit Bank, Bank Pekao, Yapi Kredi, UniCredit Tiriac Bank, ATFBank and another. In particular, Investment
Banking units, including corporate finance, capital market activities, financial advisory and other capital raising activities, are segregated by physical and non-physical bounda-
ries from Markets Units, as well as the research department. In the case of equities execution by UniCredit Bank AG Milan Branch, other than as a matter of client facilitation or
delta hedging of OTC and listed derivative positions, there is no proprietary trading. Disclosure of publicly available conflicts of interest and other material interests is made in
the research. Analysts are supervised and managed on a day-to-day basis by line managers who do not have responsibility for Investment Banking activities, including corpo-
rate finance activities, or other activities other than the sale of securities to clients.
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ADDITIONAL REQUIRED DISCLOSURES UNDER THE LAWS AND REGULATIONS OF JURISDICTIONS INDICATED

Notice to Australian investors

This publication is intended for wholesale clients in Australia subject to the following:

UniCredit Bank AG and its branches do not hold an Australian Financial Services licence but are exempt from the requirement to hold a licence under the Act in respect of the financial
services to wholesale clients. UniCredit Bank AG and its branches are regulated by BaFin under German laws, which differ from Australian laws. This document is only for distribution
to wholesale clients as defined in Section 761G of the Corporations Act. UniCredit Bank AG and its branches are not Authorised Deposit Taking Institutions under the Banking Act
1959 and are not authorised to conduct a banking business in Australia.

Notice to Austrian investors

This document does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for any securities and neither this document
nor any part of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever.

This document is confidential and is being supplied to you solely for your information and may not be reproduced, redistributed or passed on to any other person or published, in
whole or part, for any purpose.

Notice to Czech investors

This report is intended for clients of UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch, UniCredit
Securities, UniCredit Menkul Degerler A.$., UniCredit Bulbank, Zagrebacka banka, UniCredit Bank, Bank Pekao, Yapi Kredi, UniCredit Tiriac Bank, ATFBank in the Czech
Republic and may not be used or relied upon by any other person for any purpose.

Notice to Italian investors

This document is not for distribution to retail clients as defined in article 26, paragraph 1(e) of Regulation n. 16190 approved by CONSOB on October 29, 2007.

In the case of a short note, we invite the investors to read the related company report that can be found on UniCredit Research website www.research.unicreditgroup.eu.

Notice to Japanese investors
This document does not constitute or form part of any offer for sale or subscription for or solicitation of any offer to buy or subscribe for any securities and neither this document
nor any part of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever.

Notice to Polish investors
This document is intended solely for professional clients as defined in Art. 3 39b of the Trading in Financial Instruments Act of 29 July 2005.The publisher and distributor of the
recommendation certifies that it has acted with due care and diligence in preparing the recommendation, however, assumes no liability for its completeness and accuracy.

Notice to Russian investors

As far as we are aware, not all of the financial instruments referred to in this analysis have been registered under the federal law of the Russian Federation "On the Securities
Market" dated 22 April 1996, as amended (the "Law"), and are not being offered, sold, delivered or advertised in the Russian Federation. This analysis is intended for qualified
investors, as defined by the Law, and shall not be distributed or disseminated to a general public and to any person, who is not a qualified investor.

Notice to Turkish investors

Investment information, comments and recommendations stated herein are not within the scope of investment advisory activities. Investment advisory services are provided in
accordance with a contract of engagement on investment advisory services concluded with brokerage houses, portfolio management companies, non-deposit banks and the
clients. Comments and recommendations stated herein rely on the individual opinions of the ones providing these comments and recommendations. These opinions may not
suit your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely on the information stated here may not result in conse-
quences that meet your expectations.

Notice to UK investors

This communication is directed only at clients of UniCredit Bank AG, UniCredit Bank AG London Branch, UniCredit Bank AG Vienna Branch, UniCredit Bank AG Milan Branch,
UniCredit Securities, UniCredit Menkul Degerler A.$., UniCredit Bulbank, Zagrebacka banka, UniCredit Bank, Bank Pekao, Yapi Kredi, UniCredit Tiriac Bank, ATFBank in the
Czech Republic who (i) have professional experience in matters relating to investments or (ii) are persons falling within Article 49(2)(a) to (d) (“high net worth companies, unin-
corporated associations, etc.”) of the United Kingdom Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 or (iii) to whom it may otherwise lawfully be
communicated (all such persons together being referred to as “relevant persons”). This communication must not be acted on or relied on by persons who are not relevant per-
sons. Any investment or investment activity to which this communication relates is available only to relevant persons and will be engaged in only with relevant persons.

Notice to U.S. investors

This report is being furnished to U.S. recipients in reliance on Rule 15a-6 ("Rule 15a-6") under the U.S. Securities Exchange Act of 1934, as amended. Each U.S. recipient of
this report represents and agrees, by virtue of its acceptance thereof, that it is such a "major U.S. institutional investor" (as such term is defined in Rule 15a-6) and that it under-
stands the risks involved in executing transactions in such securities. Any U.S. recipient of this report that wishes to discuss or receive additional information regarding any
security or issuer mentioned herein, or engage in any transaction to purchase or sell or solicit or offer the purchase or sale of such securities, should contact a registered repre-
sentative of UniCredit Capital Markets, LLC.

Any transaction by U.S. persons (other than a registered U.S. broker-dealer or bank acting in a broker-dealer capacity) must be effected with or through UniCredit Capital Markets.

The securities referred to in this report may not be registered under the U.S. Securities Act of 1933, as amended, and the issuer of such securities may not be subject to U.S.
reporting and/or other requirements. Available information regarding the issuers of such securities may be limited, and such issuers may not be subject to the same auditing and
reporting standards as U.S. issuers.

The information contained in this report is intended solely for certain "major U.S. institutional investors" and may not be used or relied upon by any other person for any purpose.
Such information is provided for informational purposes only and does not constitute a solicitation to buy or an offer to sell any securities under the Securities Act of 1933, as
amended, or under any other U.S. federal or state securities laws, rules or regulations. The investment opportunities discussed in this report may be unsuitable for certain inves-
tors depending on their specific investment objectives, risk tolerance and financial position. In jurisdictions where UniCredit Capital Markets is not registered or licensed to trade
in securities, commodities or other financial products, transactions may be executed only in accordance with applicable law and legislation, which may vary from jurisdiction to
jurisdiction and which may require that a transaction be made in accordance with applicable exemptions from registration or licensing requirements.

The information in this publication is based on carefully selected sources believed to be reliable, but UniCredit Capital Markets does not make any representation with respect to
its completeness or accuracy. All opinions expressed herein reflect the author’s judgment at the original time of publication, without regard to the date on which you may receive
such information, and are subject to change without notice.

UniCredit Capital Markets may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. These publica-
tions reflect the different assumptions, views and analytical methods of the analysts who prepared them. Past performance should not be taken as an indication or guarantee of
future performance, and no representation or warranty, express or implied, is provided in relation to future performance.

UniCredit Capital Markets and any company affiliated with it may, with respect to any securities discussed herein: (a) take a long or short position and buy or sell such securities;
(b) act as investment and/or commercial bankers for issuers of such securities; (c) act as market makers for such securities; (d) serve on the board of any issuer of such securi-
ties; and (e) act as paid consultant or advisor to any issuer.

The information contained herein may include forward-looking statements within the meaning of U.S. federal securities laws that are subject to risks and uncertainties. Factors
that could cause a company’s actual results and financial condition to differ from expectations include, without limitation: political uncertainty, changes in general economic
conditions that adversely affect the level of demand for the company’s products or services, changes in foreign exchange markets, changes in international and domestic finan-
cial markets and in the competitive environment, and other factors relating to the foregoing. All forward-looking statements contained in this report are qualified in their entirety
by this cautionary statement

This document may not be distributed in Canada.
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