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Research Update:

[taly-Based UniCredit 'A/A-1" Ratings Affirmed
Following News Of Capital Raising; Outlook
Stable

Overview

e The Italian banking group UniCredit will launch a €4 billion capita
i ncrease for early 2010 to strengthen its capital position

e W are affirmng our "A/A-1" ratings on UniCredit.

» The stable outl ook generally reflects our opinion that UniCredit's
di versified earnings stream and strengthened capital would cushion
possi ble further deterioration of its balance sheet.

Rating Action

On Cct. 1, 2009, Standard & Poor's Ratings Services affirnmed its "A/A- 1" |ong-
and short-termcounterparty credit ratings on Italy-based Uni Credit SpA The
outl ook is stable.

Rationale
The affirmation follows Uni Credit's announcenent that it will |launch a €4
billion capital increase in early 2010 to strengthen its capital. W take a

positive view of UniCredit's nore prudent stance toward capital, which the
bank adopted at end-2008 when it decided to not proceed with a cash dividend
distribution for the year. The capital raising would lift UniCredit's Tier 1
and core Tier 1 regulatory ratios to about 8.5% and 7.7% respectively, from
7.7% and 6.9% at mi d- 2009

We estimate that our risk-adjusted capital (RAC) ratio would stand at
about 6.5% up from about 5.8% at m d-2009. In our view, this would offer the
bank an adequate cushion, consistent with the current ratings, to absorb
unexpect ed | osses.

The ratings on Uni Credit bal ance our expectation of a weaker credit and
financial performance with our view of the bank's adequate capital; high
busi ness and earnings diversification; and its strong franchise in Italy, the
German State of Bavaria, Austria, and countries in Central and Eastern Europe
( CEE)

In our opinion, UniCredit's bal ance sheet is still vulnerable to the
current difficult econom c and operating environnent. The deteriorated
econom ¢ conditions and the prospects for a feeble recovery in 2010 are
weakening Uni Credit's asset quality through materially high inflows of problem
| oans. This was evident in first-half 2009, when cost of risk reached a high
149 basis points; we expect this trend to continue in the conming quarters.

UniCredit's profitability has significantly weakened in the past few
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years; previously, it was anong the key strengths for the ratings.
Nevert hel ess, it still provides a good cushion to absorb | osses, thanks to
adequate and di versified revenue generation and good cost control. W confirm
our expectation of significant earnings pressure in 2009 and 2010 because of
much hi gher credit provisions associated with increased nonperform ng | oans.
But we expect UniCredit to remain profitable on an underlying basis in both
years. |In our view, the benefit of geographic diversification, which partly
expl ai ned the positive revenue trend from 2004 to 2007, will be limted this
year and next.

UniCredit's liquidity profile is overall adequate, in the context of
still-tighter access to funding. The bank benefits froma | arge pool of
customer deposits. Recourse to short-termsources is still significant, but is
count er bal anced by a good ampbunt of assets eligible for repurchase agreenents.
Outlook
The stable outlook reflects our opinion that UniCredit's diversified earnings
stream and strengthened capital cushion a possible further deterioration of
its bal ance sheet.

Wbr seni ng econoni ¢ condi tions that have negative inplications for
Uni Credit's earnings and asset quality could result in a weaker stand-al one
credit profile. However, we expect that the inpact on the ratings would be
nmtigated by potential extraordinary government support that we believe
UniCredit could likely receive as an institution that in our eyes has high
system c i nmportance.

Conversely, a positive rating action would occur if prospects for
UniCredit's earnings and asset quality significantly and enduringly
strengt hen.

Related Research

Principles O Corporate And Gover nnent Ratings, June 26, 2007

FI Criteria: Bank Rating Anal ysis Methodol ogy Profile, March 18, 2004
Ratings List

Rati ngs Affirned

Uni Credit SpA

Counterparty Credit Rating Al Stable/ A1

Certificate O Deposit A A1

Seni or Unsecured A

Subor di nat ed A-

Juni or Subor di nat ed BBB
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Uni Credit Bank Ireland PLC

Seni or Unsecur ed* A

Conmer ci al Paper* A1
UniCredito Italiano Capital Trust 111

Preferred Stock* BBB
UniCredito Italiano Capital Trust |V

Preferred Stock* BBB
Unicredit Del aware |nc.

Conmer ci al Paper* A1
Unicredit International Bank (Luxenbourg) S.A.

Juni or Subor di nat ed* BBB

Conmer ci al Paper * A1
Uni credit Luxenbourg Fi nance S. A

Subor di nat ed* A-
*Q@uarantor: UniCredit SpA.
NB: This list does not include all ratings affected.
Additional Contact:
Financial Institutions Ratings Europe;FIG_Europe@standardandpoors.com
Ratings information is available to RatingsDirect subscribers at
www. ratingsdirect.com It can also be found on Standard & Poor's public Wb
site at www. standardandpoors. com sel ect your preferred country or region,
then Ratings in the left navigation bar, followd by Find a Rating.
Al ternatively, call one of the follow ng Standard & Poor's nunbers: dient
Support Europe (44) 20-7176-7176; London Press O fice (44) 20-7176-3605; Paris
(33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockhol m (46) 8-440-5914; or
Moscow (7) 495-783-4011.
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