MONTE
DEI PASCHI
DI SIENA

BANK SINCE 1472

Monte dei Paschi di Siena Group
Consolidated Half-yearly Report
as at 30 June 2022



Consolidated Half-yearly Report

Monte deti Paschi di Siena Group
30 June 2022

Banca Monte dei Paschi di Siena S.p.a.
Share Capital: € 9,195,012,196.85 fully paid in
Registered with the Arezzo-Siena Company Register — registration no. and tax code 00884060526
MPS VAT Group - VAT number 01483500524
Member of the Italian Interbank Deposit Protection Fund. Registered with the Register of Banks under no. 5274

Monte dei Paschi di Siena Banking Group, registered with the Register of Banking Groups

BANCA MONTE DEI PASCHI DI SIENA



CONTENTS

HALF-YEARLY REPORT ON OPERATIONS ..ot ssssssssssssssssssssees
Results in brief ...,
Executive summary ...
Reference context .................
Ru1551a - URFAINE CONlCE .ot
COVID AT ettt s R AR
Shareholders.............cucveveveneciccncncanns
Information on the BMPS share.
Stgnificant events inn 1he first Dalf 0f 1he YOar..............c.vcuviuciniciniiiniciiiciiciic s 18
Significant events after the end of the first half of the year R £
2017-2021 Restructuring Plan................ccocvviiniivievicincincnnn,

2022-2026 Group Business Plan

CONDENSED CONSOLIDATED HALF-YEARLY FINANCIAL STATEMENTS ....cocoevivveieeeeeererenenne 25
CONSOLAALEA DAIANCE SPHEOL w..eeeeeeeeeeeeeeeeeeeeeeeeeeeeseeeeseteee et et e st s st s st s st et st e st et et e st et et eatss et ent et etensasetensesetensasetensasesen 26
Consolidated income statement........ueeeevvvvevennne e 28

Consolidated statement of comprebensive income

Consolidated Statement of changes in equity — 30 June 2022.... R 1/
Consolidated Statement of changes in equity — 30 June 2027 ... 31
Consolidated cash flow statement - indirect MEMOd. ... 32

EXPLANATORY NOTES
ACCONNTING POJCIES ..o
Income statement and balance sheet reclassification principles
ReClassified income STAIEHIENT ................ouuueueiiiiiiiiiiisinee s
Reclassified DAlance SHOCt ..................cuvuvnininiiiiiiiiticc s
Disclosure on risks

Restilts by OPerating Segment.............cuviviiviiiiiiienicineiiiniisiscs s 118
Prospects and outlook on operations 129
ReLALEA-PATEY TTANSACHIONS e 131

CERTIFICATION OF THE CONDENSED CONSOLIDATED HALF-YEARLY FINANCIAL STATEMENTS PURSUANT TO
ARTICLE 81-TER OF CONSOB REGULATION NO. 11971 OF 14 MAY 1999, AS SUBSEQUENTLY AMENDED AND

SUPPLEMENTED ...ttt st e e st e e b s e e s bs e et b e e b e e bb e s ab e e b e e s bae e ab e e beasbseeabeeabaas 138
INDEPENDENT AUDITORS REPORT ...ttt sssss s s sssssssssssnes 139
ANNEXES ..o s R 142

Reconciliation between the reclassified income statement and balance sheet and the related statntory acconnts........................ 143

HALF-YEARLY REPORT



HALF-YEARLY REPORT ON OPERATIONS

BANCA MONTE DEI PASCHI DI STENA



Half-yearly Report on Operations

Results in brief

Below are the main economic and financial values of the Montepaschi Group as at 30 June 2022, compared with
those for the same period of the previous year and at the end of the previous year, respectively. In addition, the
key economic and financial indicators! are provided, based on accounting data, corresponding to those used in
internal performance management and management reporting systems, and consistent with the most commonly
used metrics within the banking industry, thereby ensuring the comparability of reported figures.

The Alternative Performance Measures (APMs) provided in this section take into account the Guidelines provided
by the European Securities and Markets Authority (ESMA) on 5 October 2015, which the Italian Stock regulator,
Consob, has incorporated in its supervisory practices (Communication no. 0092543 of 3 December 2015). These
Guidelines became applicable as of 3 July 2016. Please note that, in line with the instructions set forth in the update
to the document “ESMA 32_51_370 — Question and answer — ESMA Guidelines on Alternative Performance Measures
(APMs)” published on 17 April 2020, no changes have been made to the APMs in use in order to consider the
effects of the COVID-19 crisis. It should be noted that, for each APM, information is provided on its definition
and calculation methods, and the amounts used in the calculation may be identified through the information
contained in the tables below or in the reclassified financial statements in this Half-Yearly Report on Operations.

INCOME STATEMENT AND BALANCE SHEET FIGURES

MONTEPASCHI GROUP

INCOME STATEMENT FIGURES (EUR mln) 30 06 2022 30 06 2021 Chg.
Net interest income 660.0 585.2 12.8%
Net fee and commission income 728.2 754.5 -3.5%
Other income from banking business* 1154 2340  -50.7%
Other operating income and expenses 18.3 (12.5) n.m.
Total Revenues* 1,522.0 1,561.2 -2.5%
Operating expenses (1,068.4) (1,073.2) -0.5%
Cost of customer credit* (224.9) (162.8) 38.1%
Other value adjustments 1.7 1.7 0.0%
Net operating income (loss) 2304 3269  -29.5%
Non-operating items (209.9) (181.7) 15.5%
Parent company's net profit (loss) for the period 272 2021 -86.5%
EARNINGS PER SHARE (EUR) 30 06 2022 30 06 2021 Chg.
Basic earnings per share 0.027 0.208 -86.9%
Diluted earnings per share 0.027 0.208 -86.9%
BALANCE SHEET FIGURES AND INDICATORS (EUR mln) 30 06 2022 3112 2021 Chg.
Total assets 131,377.9 137,868.6 -4.7%
Loans to customers 78,621.7 79,380.3 -1.0%
Direct funding 84,305.1 90,300.3 -6.6%
Indirect funding 93,069.9 104,429.7  -10.9%

of which: assets under management 58,880.4 65,285.5 -9.8%

of which: assets under custody 34,189.6 39,144.2 -12.7%
Group net equity 5,836.7 6,172.7 -54%
OPERATING STRUCTURE 30 06 2022 3112 2021 Chg.
Total headcount - end of period 21,079 21,244 (165)
Number of branches in Italy 1,368 1,368 n.m.

* Theses items as at 30 June 2021 include the reclassification of economic effects of securities related to Sale/ securitization transactions of non performing loans included

in the item “Cost of Customer Credit’

!'The indicators are calculated using the reclassified data shown in the sections Reclassified Income Statement and Reclassified Balance Sheet.

2 Please refer to paragraph “Income statement and balance sheet reclassification principles” for more information.
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ALTERNATIVE PERFORMANCE MEASURES

MONTEPASCHI GROUP

PROFITABILITY RATIOS (%0) 30 06 2022 31122021 Chg.
Cost/Income ratio 70.2 70.7 -0.5
ROE (on average equity) 0.9 52 -4.3
ROA 0.0 0.2 0.2
ROTE 09 53 4.4
CREDIT QUALITY RATIOS (%) 30 06 2022 31122021 Chg.
Net NPE ratio 22 2.6 -04
Gross NPL ratio 32 3.8 -0.6
Rate of change of non-performing loans to customers (22.6) 2.5 -25.1
Bad loans to custormers/ Loans to Customers 0.7 0.8 -0.1
Loans to customers measured at amortised cost - Stage 2/Performing loans 149 160 11
to customers measured at amortised cost

Coverage of non-performing loans to customers 51.8 47.9 39
Coverage of bad loans to customers 68.7 63.7 5.0
Provisioning 0.57 0.31 0.26
Texas Ratio 44.6 51.6 -7.0

Cost/Income ratio: ratio between Operating expenses (Administrative expenses and Net value adjustments to propetty, plant
and equipment and intangible assets) and Total revenues (for the composition of this aggtegate, see the reclassified income
statement).

Return On Equity (ROE): ratio between the annualised Net profit (loss) for the period and the average between the
shareholders’ equity (including Profit and Valuation reserves) at the end of period and the shareholders’ equity at the end of the
previous year.

Return On Assets (ROA): ratio between the annualised Net profit (loss) for the period and Total assets at the end of the
petiod.

Return On Tangible Equity (ROTE): ratio between the annualised Net profit (loss) for the period and the average between
the tangible shareholders’ equity? at the end of period and the shareholders’ equity at the end of the previous yeat.

Net NPE Ratio: ratio between net non-performing exposures to customers and total net exposures to customers, both net of
assets under disposal (excluding government securities).*

Gross NPL Ratio: gross impact of non-performing loans calculated based on the European Banking Authority (EBA)>
guidelines as the ratio between Gross non-performing loans to customers and banks, net of assets under disposal, and total
Gross loans to customers and banks, net of assets under disposal.

Rate of change in non-performing loans: represents the annual rate of growth in gross non-performing loans to customers
and banks net of assets under disposal based on the difference between annual balances.

Coverage of non-performing loans to customers and coverage of bad loans to customers: the coverage ratio on Non-
performing loans to customers and bad loans to customers is calculated as the ratio between the relative loss provisions and the
corresponding gross exposures.

Provisioning: ratio between the annualised cost of customer credit and the sum of loans to customers and the value of
securities deriving from sale/securitisation of non-petforming loans.

Texas Ratio: ratio between gross non-performing loans to customers (net of assets under disposal) and the sum, in the
denominator, of the relative loss provisions and tangible shareholders’ equity.

3 Book value of Group shareholders’ equity inclusive of profit (loss) for the petiod, cleared of goodwill and other intangible assets.

4This measure used, starting from 31 March 2022, in place of the previous ratio between net non-performing loans to customer and total net
loans to customers (this ratio as at 30 June 2022 would have been 2.5) in order to provide a representative indicator of the overall exposure and
not just the loans with the highest risk of deterioration. The value as at 31 December 2021 (equal to 2.7 in 2021 Annual Report) has been
restated in order to allow for a homogeneous comparison.

> EBA GL/2018/10.
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REGULATORY MEASURES

MONTEPASCHI GROUP

CAPITAL RATIOS (%0) 30 06 2022 3112 2021 Chg.
Common Equity Tier 1 (CET1) ratio - phase in 11.7 12.5 -0.8
Common Equity Tier 1 (CET1) ratio - fully loaded 10.8 11.0 -0.2
Total Capital ratio - phase in 154 16.1 -0.7
Total Capital ratio - fully loaded 14.5 14.6 -0.1
FINANCIAL LEVERAGE INDEX (%) 30 06 2022 3112 2021 Chg.
Leverage ratio - transitional definition 39 4.7 -0.8
Leverage ratio - fully phased 37 4.2 -0.5
LIQUIDITY RATIO (%) 30 06 2022 3112 2021 Chg.
LCR 179.9 172.7 7.2
NSFR 137.0 129.6 74
Encumbered asset ratio 376 40.7 3.1
Loan to deposit ratio 93.3 87.9 54
Spot counterbalancing capacity (bn of Eur) 26.7 254 13

In determining the capital ratios, the “phase-in” (or “transitional”) version represents the application of calculation rules
according to the regulatory framework in force at the reporting date, while the “fully loaded” version incorporates in the
calculation the rules as envisaged at full implementation.

Common equity Tier 1 (CET1) ratio: ratio between primary quality capital¢ and total risk-weighted assets (RWA)”.
Total Capital ratio: ratio between Own Funds and total RWAs.

Financial leverage ratio: indicator calculated as the ratio between Tier 1 capital® and total assets, introduced by Basel
regulations with the objective of containing the increase in leverage in the banking sector and strengthening risk-based
requirements through a different measure based on financial statement aggtegates.

Liquidity Coverage Ratio (LCR): short-term liquidity indicator corresponding to the ratio between the amount of high-
quality liquid assets and the total net cash outflows in the subsequent 30 calendar days.

Net Stable Funding Ratio (NSFR): structural 12-month liquidity indicator corresponding to the ratio between the available
stable funding amount and the required stable funding amount.

Encumbered asset ratio: ratio between carrying amount of encumbered assets and collateral and total assets and collateral
(XVII, section 1.6, point 9, of Regulation (EU) 2015/79).

Loan to deposit ratio: ratio between net loans to customers and direct funding (deposits from customers and debt securities
issued).

Spot counterbalancing capacity: sum of items that are certain and free from any commitment that the Group can use to
meet its liquidity requirements, consisting of financial and commercial assets eligible for purposes of refinancing operations
with the European Central Bank (“ECB”) and assets deposited in the collateralised interbank market (MIC) and not used, to
which the haircut, published on a daily basis by the ECB, is prudentially applied.

¢ Defined by att. 4 of Regulation EU/2013/575 (Capital Requirements Regulation, CRR). It consists of the computable items and capital
instruments, net of the envisaged adjustments and deductions.

7 Risk-weighted assets: the result of the application of certain risk weights to exposures, determined according to supervisory rules.

8 Sum of Common Equity Tier 1 (CET1) and Additional Tier 1 (AT1) capital of the entity, as defined by art. 25 of Regulation (EU) no.
575/2013.
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Executive summary

Changes in the key items of the Group’s main aggregates recorded as at 30 June 2022 are summarised below, noting
that the results of the first half of 2022 were affected by the Russia-Ukraine conflict as well as the effects linked to
the health emergency created by the spread of the COVID-19 virus (in more detail in the following paragraphs
“Russia-Ukraine conflict” and “COVID-197). The latter, as is well-known, impacted 2021 as well.

Net Interest Income amounted to EUR 660 mln, up 12.8% compared to the same period of 2021. This
growth was driven primarily by (i) the increased contribution of the commercial segment, thanks to the lower
cost of funding, which made it possible to more than offset lower interest on loans; (ii) the positive effects of
access to TLTRO III auctions, (iif) the lower cost incurred for the liquidity deposited at central banks,
following the reduction in the relative volumes, and (iv) the lower cost of market funding, which benefitted
from the maturity of some securities.

Net fee and commission income, totalling EUR 728 mln, declined compared to the same period of the
previous year (-3.5%). The decrease is attributable to high market volatility, which resulted in lower income
from asset management (-7.7%y), mainly due to lower commissions on product placement. Income from
protection and securities services decreased, while continuing fees increased. Fees and commissions from
traditional banking services had recovered compared to the same period of the previous year.

Other income from banking business, equal to EUR 116 mln, decreased by EUR 119 mln compared to
the first half of 2021, mainly attributable to lower profits from the sale of securities. The contribution generated
form insurance investments in AXA associated companies was also down compared to the corresponding
period of the previous year. The reduction in the result of #ading activities is partially offset by the improvement
in the results of assets and liabilities at fair value, thanks to the capital gains recorded in particular on UClIs.

Other operating income and expense, totalling EUR 18 mln, improved compared to the result recorded in
the same period of 2021 (equal to EUR -13 mln).

As a result of the trends described above, Total revenues amounted to EUR 1,522 mln, down 2.5% compared
to the first half of 2021.

Operating expenses totalled EUR 1,068 mln, down 0.4% compared to the same period of the previous year.
This aggregate includes Personnel expenses, totalling EUR 713 mln, which were down 0.9% compared to
30 June 2021, benefiting from workforce reduction trends. Other administrative expenses amounted to
EUR 268 mln, up by +0.7% compared to the same period of the previous year. Net value adjustments to
property, plant and equipment and intangible assets totalled EUR 88 mln, a slight decrease of -0.6%
compared to the first half of 2021.

The Cost of Customer Credit is equal to EUR 225 million, an increase compared to the EUR 163 million
recorded in the same period of the previous year, mainly due to the adjustments related to the sale of non-
performing loans and, therefore, the use of sales scenarios in the estimation models.

The Provisioning Rate’ is 57 bps (56 bps as at 31 March 2021 and 31 bps as at 31 December 2021).

The Net Operating Income was EUR 230 mln, compared to EUR 327 mln in the corresponding period of
the previous year.

In addition to the changes in these P&L aggregates, there were non-operating items amounting to EUR -210
mln (EUR -182 mln as at 30 June 2021). Notably, Net provisions for risks and charges, equal to EUR -78
mln (EUR -42 mln as at 30 June 2021),0Other gains (losses) on investments, equal to EUR 1 mln (EUR -
0.2 mln as at 30 June 2021), Restructuring/One-off costs, equal to EUR -3 mln (EUR -4 mln as at 30 June
2021), costs associated with SRF (Single Resolution Fund), DGS (Deposit Guarantee Systems) and
similar schemes, equal to EUR -89 mln (EUR -90 mln as at 30 June 2021), the DTA fee equal to EUR -31
mln (unchanged compared to 30 June 2021), the Net gains (losses) on property, plant and equipment
and intangible assets measured at fair value amounting to EUR -11 mln (EUR -28 mln as at 30 June 2021)
and gains (losses) on disposal of investments, equal to EUR 0.8 mln (EUR +14 mln as at 30 June 2021).

As a result of these trends, together with the positive impact of Taxes of EUR 8 mln (EUR +59 mln as at
30 June 2021) and the net economic effects of the PPA, equal to EUR -1.5 mln (EUR -1.8 mln as at 30 June

9 Calculated as the ratio between the annualised cost of customer credit and the sum of loans to customers and securities deriving from the
sale/securitisation of non-performing loans.
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2021), the Group posted a Profit for the period attributable to the Parent Company of EUR 27 miln,
compared to a profit of EUR 202 mln posted in the same period of the previous year.

e Total funding volumes at 30 June 2022 amounted to approximately EUR 177.4 bn, with a decrease in
volumes of EUR 6.9 bn compared to 31 March 2022, linked to the decrease in Indirect funding (EUR -6.8
bn) due to the reduction of both components of Assets under management (EUR -3.9 bn) and Assets under
custody (EUR -2.9 bn), impacted by a negative market effect. On the other hand, as regards Direct Funding,
the volumes are in line with the values at the end of March 2022 due to the combined effect of an increase in
Current Accounts (EUR +0.7 bn), offset by the decrease in time deposits. (EUR -0.4 bn) and other forms of
funding (EUR -0.3 bn).

Total Funding compared to 31 December 2021 recorded a reduction in volumes of EUR 17.4 bn, due to the
decrease in Direct Funding (EUR -6.0 bn) as well as Indirect Funding (EUR -11.4 bn). More specifically, the
decrease in Direct Funding is attributable to all technical forms. In particular, there was a decrease in
repurchase agreements (EUR -3.4 bn), due to the lower operations of MPS Capital Services and a reduction
in the bond sector (EUR -1.1 bn), mainly deriving from the maturity of covered bonds. Other forms of funding
also decreased (EUR -0.4 bn), as well as current accounts (EUR -0.3 bn) and time deposits (EUR -0.8 bn) for
the continuation of the actions, implemented by the Parent Company, to optimise the cost of funding. Indirect
Funding decreased compared to 31 December 2021 by EUR 11.4 bn, due to the reduction in both the Assets
under Management (EUR -6.4 bn) and Assets under Custody (EUR -5.0 bn) components, impacted by a
negative market effect.

¢ Loans to Customer stood at around EUR 78.6 bn at 30 June 2022, down by EUR 0.6 bn compared to the
end of March 2022 due to lower repurchase agreements (EUR -0.5 bn) and to the decline in mortgages (EUR
-0.6 bn). On the other hand, other loans increased (EUR +0.5 bn).

With respect to 31 December 2021, Loans to Customers declined by EUR 0.8 bn primarily due to the decline
in Repurchase Agreements (EUR -1.6 bn) and the decrease in mortgages (EUR -0.5 bn) and non-performing
loans (EUR -0.2 bn). On the other hand, current accounts (EUR +0.4 bn) and other loans (EUR +1.1 bn)
were up.

e Asat 30 June 2022, the coverage ratio for non-performing loans stood at 51.81%, up compared to 31 March
2022 (50.8%), thanks to the increase in the coverage ratio of bad loans (from 65.6% to 68.7%) and non-
performing past-due loans (from 23.5% to 24.6%). On the other hand, the coverage of unlikely to pay exposure
was down (going from 39.5% to 38.4%). This decrease is attributable to a more precise definition of the
portfolios being sold in the second quarter of the yeat.

The coverage ratio for non-performing loans was up also compared to 31 December 2021 (47.9%) as a result
of the increase in the coverage ratio of bad loans (from 63.7% to 68.7%), unlikely-to-pay positions (from
36.7% to 38.4%) and non-performing past-due loans (from 22.7% to 24.6%).

e  With regard to capital ratios, as at 30 June 2022 the Common Equity Tier 1 Ratio stood at 11.7% (11.6% at
31 March 2022 and 12.5% as at 31 December 2021) and the Total Capital Ratio at 15.4% (compared to
15.3% recorded at 31 March 2021 and 16.1% at the end of 2021).
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Reference context
The international scenario

The world economic cycle is going through a phase of profound uncertainty, slowdown in growth and high
inflation. The conflict between Russia and Ukraine, which is destined to continue over time, and the worsening of
political relations between Moscow and the West is having serious repercussions on manufacturing production and
trade and is fuelling inflation (please see the following paragraph “Russia-Ukraine Conflict”). The high price
dynamics reflects, especially in Europe, the tensions/reductions in Russian gas supplies, the fear of rationing and
the consequent continuation of the exceptional rise in the price of energy raw materials and, to a lesser extent,
food. The dynamics of the global economy are also impacted by the difficulties in the international supply chains
of intermediate goods, recently exacerbated by the restrictions introduced by China to combat the spread of
COVID-19 infections. Some advanced economies risk experiencing a sharp slowdown; in particular, the United
States where the containment of inflation, also caused by a significant increase in aggregate demand and labour
costs, required a particulatly decisive monetary policy response. Global economic activity also remains exposed to
possible resurgence of the pandemic, caused by the spread of variants, to an escalation in the geopolitical tensions
between China and the US over Taiwan and to the uncertainty linked to the governance of some important
advanced economies.

The United States recorded a contraction in growth for two consecutive quarters (-1.6% qoq annualized for GDP
in the first quarter of 2022, -0.9% in the second quarter), with inflation rising to a maximum historical at 9.1%
trend in June; however, the data on “core” inflation, net of the more volatile components, shows a trend of
slowdown in growth which foreshadows a possible overcoming of the inflation peak in the short term. In a context
such as the United States, in which price tensions are also fuelled by demand factors!® (while on the supply side
the USA benefits from the availability of nationally and Canadian produced natural gas), the highly restrictive
monetary policy of The Fed is more effective in bringing inflation back under control, while presenting the risk of
depressing the economy excessively. Tensions remain on the labour market, with supply insufficient to meet
demand in practically all macro-sectors and relative wage growth, especially in skilled labour. The dynamics of the
real estate market, after having reached very high prices, recently showed a cooling of house prices.

In the Euro Area, economic growth was positive in the first two quarters of the year (+ 0.5% qoq in the first
quarter and + 0.7% qoq in the second quarter). However, the uncertainty over military escalation has affected the
economic environment and further sanctions and counter-sanctions between the EU and Russia have increased
fears of a total gas supply shutdown. Inflation thus rose to a maximum of 8.9% on a trend basis in July (preliminary
data). The high price level prompted the ECB to change its monetary policy pitch and to raise interest rates by 50
basis points in July. The restrictive interventions introduced by the Authority were more gradual than in the USA,
due to the relative greater importance of elements offered in the formation of inflation (such as the cost of energy
inputs) which are less controllable by monetary policy and make it less effective in containing the rise in prices.
Furthermore, the ECB’s action also focused on avoiding the fragmentation of the European financial market which
could worsen with the worsening of economic growth expectations, by introducing the Transmission Protection
Instrument (TPI).

Considering the return to restrictive budgetary policies, more complex in the current scenario, the EU Commission
at the end of May recommended keeping the general safeguard clause of the Stability Pact active also for 2023,
following the guidelines already expressed and consistently with the new temporary framework on State Aid
introduced in March. With the aim of reducing the Community’s energy dependence on imports more rapidly, the
EU Commission, on 18 May 18, 2022, proposed the REPowerEU plan, outlining objectives and measures to be
financed with common debt up to almost EUR 300 billion; an amendment to the regulation of the NGEU
Recovery and Resilience Facility would finance most of it, using loans that have not been requested.

Implementation of the NRPs continued, with 26 countries submitting their NRPs (except the Netherlands) and 25
obtaining their approval (except Hungary), for a total of EUR 490 billion in allocated resources, which have
exhausted all the potential funds available for non-repayable subsidies and 42% of those for loans. About EUR
99.7 bn have already been paid by the EU between pre-financing and instalments conditional on the achievement
of milestones and planned objectives.

The high international prices of raw materials, food and energy have forced several emerging economies (Brazil,
India) to raise their policy rates to keep their credibility in price control intact, with a consequent slowdown in the
economy. Other countries such as Turkey continued to record a depreciation of the domestic currency against

10 In 2021, with the full reopening of the economy emerging from the pandemic and the extraordinary expansionary measures adopted, US
demand was stimulated all too effectively. On the labour market, unemployment was reabsorbed and shortly a shortage of manpower was
created, favouring the growth of wages. Supply, with downsizing of manufacturing facilities and staff, inventory erosion due to lockdowns, as
well as problems in global supply chains have failed to keep up the expansive pace of demand, causing inflation.
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unchanged po/icy rates. Russia, struggling with a heavy drop in production, is seeking the support of other emerging
countries in addition to China which, in this context, could expand its basin of influence. The repercussions of the
zero-COVID policy, which the central government of Beijing implemented in the spring months with the re-
introduction of severe lockdowns on economically relevant areas, were reflected in the growth of GDP in the
second quarter of the year (slowing to - 2.6% qoq). The priority of Chinese economic policies remains the support
for growth that remains far from the target of GDP expansion, initially set at 5.5% for 2022, and the determination
of selective criteria in order not to fuel speculative behaviour, especially in the real estate market. The PBoC!" still
considers domestic inflation under control which, however, rose to 2.5% yoy in June.

Italy: economic context

In Italy, thanks to the growth of the construction and service sectors (especially related to tourism), the trend of
economic activity recorded in the first quarter of the year turned out to be higher than expected (+0.1% growth of
GDP), as well as in the second quarter (+1% in economic terms, +4.6% in trend terms'?) once again driven by
growth in services and industry, despite the increase in energy costs and difficulties in the procurement of
intermediate goods. Geopolitical tensions have a marked impact on the Italian economy which, together with the
German one, is among those most dependent on imports of raw materials from Russia. Domestic inflation, which
hit 8% in June (a four-fifths increase attributable to the direct and indirect effects of energy and food prices),
contributed to curb expansion, significantly squeezing incomes in real terms, only partially offset by the budgetary
measures adopted by the Government. The recent resignation of the Draghi government raises further uncertainty
on the Italian context and in view of the elections of 25 September, the government will remain in office only for
current affairs.

Considerable support for economic activity is coming from the interventions outlined in the National Recovery
and Resilience Plan (NRPR), the implementation of which is proceeding in line with the established deadlines.
After Italy received the first instalment of EUR 21 billion, on 13 April, following the positive assessment of the
payment request presented at the end of December with the achievement of the 51 objectives of 2021, in the
coming weeks the EU Commission will evaluate the actual achievement of the 45 goals and objectives agreed for
the first half of 2022, the achievement of which is linked to the disbursement of a new loan instalment of EUR 21
billion. For half of the year, the Plan envisaged progress in the context of important reforms, such as that of the
code of public contracts and public employment, as well as the launch of various investment programs. The
difficulties encountered in awarding some calls for tenders did not compromise the possibility of guaranteeing
compliance with the deadlines and the achievement of the expected results.

The government intervened with a number of decrees since the start of the year with a view to combatting the
resurgence of the pandemic, supporting the economic recovery and especially limiting the impacts of the conflict
and controlling the effects of the exceptional surge in energy prices, accelerating efforts, alongside other EU
Member States, to reduce dependence on Russian energy by diversifying and increasing supplies from other
countries. At the end of January, the Government approved the Law Decree Sostegni ter (Law Decree 27 January
2022 no. 4) which introduced measures to contain electricity costs and further financial support for activities in
crisis. The measure also contained corrective measures on the disposal of receivables deriving from the tax bonus
and penalties for building fraud pursuant to the “Superbonus Fraud” Law Decree (Law Decree 13/2022). The
measure was converted by law no. 25 of 28 March 2022.

On 25 Febtuaty, the conversion law of the “Milleproroghe” Law Dectee (Law 15/2022 converting Law Decree
228/2021) was published in the Official Gazette, which, in the banking area, impacts: the extraordinaty operations
of the SME Guarantee Fund in 2022, the Solidarity Fund for professional retraining and requalification of credit
personnel, limitations on the use of cash and bearer securities.

On 1 Match, the “Energy” Law Decree (Law Dectee 17/2022), converted with Law 34/2022 of 27 April
established measures for energy efficiency and conversion, as well as other interventions in favour of businesses
and domestic utilities. The measure also calls for, until 30 June 2022, the SACE guarantee for loans intended to
provide liquidity to businesses struck by COVID-19 to be provided to support proven liquidity requirements of
companies ensuing from higher costs deriving from energy price hikes.

With the publication of law decree no. 24 of 24 March 2022 (“Reopenings”) (converted into law with the approval
of Law no. 52 of 19 May) in the Official Gazette, the Government ended the pandemic-related state of emergency
as of 31 March, adopting a series of urgent measures to phase out the measures taken to combat the spread of the

1 People’s Bank of China, the People’s Bank of China
12 ISTAT Preliminary estimate of GDP 29 July 2022
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epidemic. Specifically, the green pass has been gradually phased out and precautionary quarantines have been
eliminated.

The Government adopted the “Price cut” (Law Decree 22/2022 converted with Law no. 51 of 20 May) which
acts, inter alia, to limit the increase in energy and fuel prices, with measures on energy prices, business support and
oversight mechanisms to protect national companies. As concerns the financial system, the Decree established,
inter alia, the transferability to other parties, including banks, of the tax credit benefitting companies with respect
to expenses incurred for the purchase of electricity; the issue of guarantees by SACE in favour of banks, national
and international financial institutions and other authorised lenders, within 2 maximum commitment limit of EUR
9 bn, in order to cover liquidity requirements deriving from the breakdown of energy consumption bills into
instalments and for a total maximum commitment of up to EUR 5 bn, to back loans granted in any form to
companies that manage industrial facilities of national strategic interest. A similar guarantee is provided to finance
transactions for the acquisition and reactivation of decommissioned plants for the production of cast iron for use
in the steel industry.

The Council of Ministers approved Law Decree no. 50 (so-called Aiuti Law Decree) of 17 May 2022, which
introduces urgent measures in the field of national energy policies, business productivity and attraction of
investments, as well as in the field of social policies and reception and economic support for the benefit of the
Ukrainian population. The decree subsequently implemented Legislative Decree no. 80 of 30 June 2022, “Urgent
measures to contain the costs of electricity and natural gas for the third quarter of 2022 and to ensure the liquidity
of companies that store natural gas”, which intervenes on the rates relating to general system charges for some
types of users, VAT regime for the supply of methane gas for civil and industrial uses and rates relating to general
system charges for natural gas and on the electricity and gas social bonus. Furthermore, the decree extends SACE
guarantees to companies that store natural gas.

As concerns European regulations, on 24 March the European Commission decided to adopt the Temporary
Crisis Framework in order to permit Member States to make use of the flexibility provided by the rules on state
aid to support the economy within the current context. The Temporary Crisis Framework provides three types of
aid: aid of limited amounts granted in any form, including direct subsidies; liquidity support in the form of state
guarantees and subsidised loans; aid to offset the increase in energy costs. The Temporary Crisis Framework also
includes a series of protections, calling for a proportional method in the granting of loans, a series of eligibility
conditions and sustainability requirements for companies. The temporary crisis framework will be in place until 31
December 2022 for liquidity support measures and measures to cover rising energy costs. Aid to support the roll-
out of renewable energy and the decarbonisation of industry can be granted until the end of June 2023.

The European Commission presented the REPowerEU plan in response to the difficulties and disturbances of the
wortld energy market caused by the invasion of Ukraine by Russia. The transformation of the European energy
system has the dual objective of ending the EU’s dependence on Russia’s fossil fuels and tackling the climate crisis.
The measures contained in the REPowerEU plan intend to achieve this ambition through: energy saving,
diversification of energy supply and a more rapid deployment of renewable energies to replace fossil fuels in homes,
industry and electricity generation. The Recovery and Resilience Facility (RRF), at the heart of the REPowerEU
plan, supports coordinated planning and financing of cross-border and national infrastructure and energy projects
and reforms.

Financial markets and monetary policy

The non-easing of geopolitical tensions, the prolongation of the armed conflict, the price tensions, the actual or
announced start of monetary tightening and the fears of recession heavily penalized the markets. From the
beginning of the year to 30 June 2022, the S&P500 lost almost 21%, the FTSE Mib lost over 22% and the Euro
Stoxx just under 20%; the Japanese Nikkei and the Chinese Shenzhen have contained more losses, recording
declines of approximately 8% and 9% respectively. The expectations of more restrictive monetary policies have
reflected on the strongly upward #end of the long-term yields of risk-free countries. Since the beginning of the year,
the US ten-year bond-yield has risen steadily to almost 3.5% in mid-June before retracing and closing the half year
around 3% (up by about 150 basis points compared to the levels at the end of 2021); similar for the German ten-
year bond-yield which, since January, has advanced until reaching 1.8% in mid-June, and then retraces to just under
1.35% at 30 June 2022 (approximately +150 bps compared to last December). Even more decisive was the growth
of the Italian ten-year bond-yield which closed the semester at approximately 3.26%, from 1.17% at the end of
2021 (almost +210 basis points) after having also approached 4.2% in mid-June. The growing tensions on Italian
debt securities were reflected in a widening of the BTP-Bund spread which, starting from May, repeatedly exceeded
200 basis points to exceed 240 basis points in June, before retracing and closing the semester at 193 bps (58 bps
more than in December). The announcement by the ECB of the introduction of a new anti-fragmentation

BANCA MONTE DEI PASCHI DI SIENA


https://energy.ec.europa.eu/communication-repowereu-plan-com2022230_it

Half-yearly Report on Operations

12

instrument contributed to the generalized retreat of long-term European government yields and the spreads of the
peripheral areas of the area, recorded at the end of the half-year.

In the first half of 2022, the Fed decisively launched a restrictive monetaty policy, adopting a series of measures
aimed at avoiding an unanchoring of inflation expectations, in a context in which inflation continues to rise and
the labour matket remains tense. After raising the Fed Funds Target Rate by 25 bps in March, by 50 bps in May,
and by 75 bps in June, the Federal Reserve further raised the policy rate by 75 fps in the July meeting, bringing it
into range 2.25-2.5%. The Authority has also started to reduce its securities portfolio in the balance sheet in line
with the repayment plan announced in May (Quantitative tightening), which provides for an initial reduction of
USD 47.5 billion per month until August, and USD 95 billion since September.

In its July meeting, the ECB, in line with its commitment to preserve price stability, decided to raise the reference
rates by 50 basis points in order to bring inflation back towards its medium-term target of 2%. Therefore, the
interest rates on the main refinancing operations, the marginal lending facility and the deposits with the central
bank were raised to 0.50%, 0.75% and 0% respectively with effect from 27 July 2022. The intervention was broader
than announced at the previous meeting in June, also following the new assessment of inflation risks and following
the introduction of the new Transmission Protection Instrument (TPI). In particular, the TPI will ensure that the
monetary policy stance is transmitted in an orderly manner across all euro area countries. This new instrument
consists in the purchase of securities on the secondary market, without quantitative limits established ex ante,
activated at the discretion of the ECB which will assess whether the increase in interest rates in the country in
question is to be considered “unjustified and disordered” on the basis of certain indicators and whether the country
complies with a series of criteria concerning public finance and the macroeconomic condition: the country is not
subject to excessive deficit procedures or procedures for excessive macroeconomic imbalances or is adopting
corrective measures following recommendations of the European Council, the public debt is considered
sustainable, the country respects the commitments presented in the NRRP.

The flexibility in reinvesting the repaid capital, at least until the end of 2024, on the maturing securities of the
portfolio of the pandemic Emergency Purchase Program (PEPP) remains the main tool for the ECB to counter
risks for the transmission mechanism related to the pandemic. Furthermore, in July, the Authority suspended new
purchases as part of its monthly purchase program of securities (Asset Purchase Program - APP), continuing to
reinvest “for an extended period of time” the securities that reach maturity. Finally, the ECB announced further
normalization of interest rates at its next meetings.
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Russia - Ukraine Conflict

As described in the “Reference context” section, on 24 February 2022 Russia announced a military operation in
the Donbass region, which began an invasion of Ukraine. This event, along with the reactions of numerous
countries and the European Union in terms of economic and financial sanctions, appears to be generating a
situation of uncertainty on the macroeconomic level, as well as with respect to exchange rates, energy and raw
material costs, trade, inflationary expectations, the cost of debt and credit risk. Uncertainties are also present with
respect to the policies that will be followed by central banks and in particular the European Central Bank. More
generally, geopolitical tensions appear to be susceptible to influence the expectations and behaviours of economic
players and radically alter macroeconomic outlooks.

Within this context, the Group performed an analysis in the first half of 2022 to verify the evolution of the possible
impacts of the crisis linked to the conflict between Russia and Ukraine on its financial position. The analyses were
performed by distinguishing between direct and indirect impacts and those referring to the general deterioration
of the macroeconomic scenatio.

Please note that, taking into account their extent, no significant impacts are expected from the direct exposures
held by the Group with respect to Russia and Ukraine. In detail, as at 30 June 2022, the exposure is represented by
unsecured loans and receivables of around EUR 16 mln, of which EUR 9 mln guaranteed by SACE, which were
prudently classified in Stage 2.

Indirect risk is also very limited, and refers to performance bonds issued to back the completion of projects that
are neatly finished and export advances.

As regards the potential impacts deriving from rising inflation as well as the higher cost of raw materials, an analysis
was conducted on the Group’s main exposures exposed to such risks. This portfolio, subject to specific
management overlays as at 30 June 2022 (please refer to paragraph “Estimates and assumptions when preparing
the Condensed Consolidated Half-Yearly Financial Statements”) continues to be subject to careful monitoring and
on the date on which this Consolidated half-yearly report was drafted, there were no signs of any deterioration.

As concerns the macroeconomic scenario, simulations with updated macroeconomic forecasts do not show
increases in provisioning levels. Likewise, no signs of any deterioration were identified in IFRS 9 risk parameters
(PD/LGD/EAD); at the moment, the data of the first half show a very limited default flow (0.9% linearly
annualized). The expectations for the second half of the year are for a slight increase, but with an overall forecast
for 2022 of a default rate at around 1%.

With reference to other risks, exposures denominated in Russian currency are immaterial, and no negative change
has been observed in the main liquidity indicators: LCR, NSFR, GAER.

Furthermore, in order to ensure oversight over the operational risks inherent in the new restrictive measures
introduced by the Regulators as of 25 February 2022, a Task Force was established with the duty of verifying
existing oversight mechanisms, coordinating risk mitigation measures and identifying any critical issues for the
entire Group. In particular, the mitigation measures evaluated as priorities were completed in the first quarter of
2022, while at 30 June 2022, monitoring, analysis and coordination activities continue on the remaining points for
attention.

Lastly, please recall that the Parent Company has a Representative Office in Moscow that has been operating since
1986 with a view to helping to channel commercial transactions between domestic customers and Russian
counterparties towards the Group. Following Russia’s occupation of Crimea in 2014, turnover declined
significantly as a result of the application of the first financial restriction packages by the EU as well as OFAC
(Office of Foreign Assets Control). Observance of these restrictions limited the possibility of financing Russian
banks through post-financing operations. In 2019, in order to streamline its international network, the Group
modified its presence in Russia, maintaining a formal Representation Licence managed remotely from Italy,
contracts with local staff were terminated and the lease on the Moscow office was cancelled and, after notifying
the competent Russian Authorities, the registered office was transferred to an Italo-Russian law firm. As of 24
February 2022, the Office’s activities, in line with those of the Parent Company, are compliant with the financial
restrictions adopted by the EU and OFAC as a result of the invasion of Ukraine.
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COVID-19

Summary of measures to support households and businesses

30 06 2022 30 06 2022
Gross exposures Total impairment (losses) New Loans
Type of Loans EBA EBA Non- Total Gross EBA EBA Non- Total Gross Total

Compliar{xt— compliar.lt — Compliafnf compliarvlt impairment S impairment

motratoria moratoria moratoria  moratoria (losses) (losses)
Performing exposures 15.0 191.0 206.0 0.1 8.6 8.7 10,509.8 34.3
Non performing exposures - 463 46.3 - 14.5 14.5 198.5 457
Total 30 06 2022 15.0 237.3 252.3 0.1 231 23.2 10,708.3 80.0
Loans measured at FV 0.0 16.6 16.6 - -0.1 -0.1 0.0 -0.0
Stage 1 13.6 454 59.0 0.1 02 0.3 8,033.8 193
Stage?2 14 129.0 130.4 - 85 8.5 2,494.7 2838
Stage 3 - 46.3 46.3 - 14.5 14.5 179.8 319

Purchased or originated
credit impaired financial - - - - = = - -
assets

Gross Performing exposures affected by moratorium measures in place as at 30 June 2022 were equal to about
EUR 0.2 bn (EUR 1.9 bn as at 31 December 2021), of which 63.3% classified in stage 2 and 28.6% in stage 1. The
total of moratoria amounts to roughly 0.3% of the portfolio of performing loans to Group customers, and consists
for the most part of moratoria not compliant with the EBA Guidelines after the 9-month trigger on the total
duration of the suspension period was met. The latter were classified as forborne to the extent of 73% following
the assessment of the financial difficulty carried out as part of the credit review plans.

Gross Non-performing exposures with current moratoria amounted to around EUR 46.3 mln as at 30 June 2022,

The remaining exposure of the total moratoria granted since the pandemic began amounted to EUR 11.8 bn as at
30 June 2022, of which EUR 0.3 bn still in place at the date of this Consolidated half-yeatly report, and shown in
the table above, and EUR 11.5 bn with a suspension period that has come to an end (“expired”), EUR 10.7 bn of
which classified as performing and EUR 0.8 bn as non-performing. With respect to the expired performing
exposure, roughly 95% have instalments that have fallen due and been paid, with some limited overdue amounts,
and for the remaining 5% the first instalment subsequent to the suspension has not yet fallen due.

With regard to the actions taken in application of the “Liquidity Decree”, the Group continued with the
disbursement of loans guaranteed by the State. In detail, in the first half of 2022, additional loans of roughly EUR
1.2 bn were disbursed, so that the total amount of loans guaranteed by the Central Guarantee Fund, Ismea or
SACE net of repayments is equal to around EUR 10.7 bn, of which EUR 10.5 bn classified as performing loans.

Around 53% of exposures originating from guaranteed loans have finished their pre-amortisation petiod, recording
payment delays to the extent of 1.2%; for the remaining 47% of exposures, approximately 53% require payment
of the first principal instalment in the second half of 2022, while 47% will complete pre-amortisation starting from
the first quarter of 2023.

Of the performing guaranteed amounts disbursed, about 23.7% represents exposures classified as stage 2, with
roughly 29% representing disbursements made pursuant to letter E of the Liquidity Decree, the latter with exposure
totalling EUR 3.1 bn as at 30 June 2022. The guarantee coverage rate compared to the total disbursed is roughly
87%, basically unchanged compared to the end of 2021.

The NPE ratio on total guaranteed loans was equal to around 1,9%, also resulting from preventive UTP assessment
actions; limited to the lines with overdrawn amounts beyond the thresholds established for the reporting of risk
events, the obligations began being met for the management of the state guarantee.
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Security management in the context of the COVID-19 pandemic

In the first half of 2022, the Group continued to work to guarantee the protection of occupational health and
safety, the prevention of the risk of contagion and business continuity, always in compliance with the government
provisions in force at the time.

In particular, taking into account the termination of the state of emergency and the progress of the health situation,
measures aimed at the gradual return to the ordinary have been introduced, while maintaining the need to prevent
of infections and compliance with the primary individual and collective behavioural measures.

As part of the initiatives aimed at ensuring safety in the workplace, the main changes at 30 June 2022 consisted as

follows:

o COVID-19 measures:

o

from 16 June lapsing of the obligation to use masks in the workplace (it remains
recommended in locations open to the public, during meetings and training courses, and on
occasions when there is crowding and it is not possible to guarantee an adequate interpersonal
distance);

maintenance of the interpersonal safety distance (reduced to 1 metre) in particular during
training courses and in canteens;

return to use of all workstations;

application of the isolation measure only for those who have contracted the virus. Those
who have had close contact the self-surveillance regime applies with the obligation to wear the
FFP2 mask for 10 days from the last close contact;

protection of particular categories of workers for whom agile working methods under the
“simplified” regime are confirmed until 31 August (“fragile” workers or workers with serious
illnesses and colleagues with serious disabilities ascertained pursuant to Law 104; pregnant
workers or with children up to 7 months of age; usually up to 4 days a month, for colleagues
from the Branches and Specialised Centres, to meet the needs of family care);

e  Control of possession and display of the green pass:

@)
@)

from 1 April forfeiture of the obligation for customers to show the green pass;
from 1 May the end of the obligation for all workers to possess a “Basic” Green Pass for
access to the workplace;

e  Resumption of activity:

(@]

return to ordinary working methods from 1 May 2022 and possible access to agile work
according to the provisions of the relevant company regulations;

resumption of ordinary procedures for carrying out business trips;

possibility of holding meetings in person;

resumption of face-to-face training activities (also in subjects other than health and safety at
work) and conferences;

disabling of the thermal scanners installed at the entrance of some workplaces for measuring
body temperature (even if it is still forbidden to go or access work in cases of high body
temperature or in the presence of flu symptoms).
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Shareholders

As at 30 June 2022, the Parent Company Banca Monte dei Paschi di Siena’s share capital amounted to EUR
9,195,012,196.85, broken down into 1,002,405,887 ordinary shares. On June 13, 2022, as per Consob
communication, Assicurazioni Generali SpA sold a part of its own sharecholding going from 4.319% to a stake of
less than 3%.

According to the communications received pursuant to the applicable legislation and based on other information
available, as well as based on information on CONSOB’s website, the entities that, as at 30 June 2022, directly
and/or indirectly held ordinary shates representing a shareholding exceeding 3% of the share capital of the Issuer
and which did not fall under the cases of exemption set forth in art. 119-bis of the Issuers’ Regulations are as
follows:

Major BMPS shareholders as at 30 June 2022

% of shares held on the

Declarant ordinary share capital

Ministry of Economy and Finance 64.230%

Information on the BMPS share
Share price and trends

In the second quarter, the main international equity markets did not reverse the trend triggered in the first quarter
by the outbreak of the war in Ukraine, extending the accumulated losses almost everywhere. The growing energy
crisis, combined with the tensions of the ongoing conflict that has amplified its effects, is among the main factors
that have determined a decisive increase in inflation, difficult to control for many central banks, and a strong
downsizing of the prospects for an increase in the GDP for the main national economies.

In the US, inflation growth figures have alarmed the Federal Reserve, which has implemented a sharp acceleration
in rate hikes. The statement by Fed Chairman Jerome Powell, who also promised to be willing to slow down the
economy, in order to bring inflation back to the desired levels, contributed, at the end of the quarter, to a marked
decline in the S & P500 (-16.4%). In China, the gradual normalization of activities, following the end of a new wave
of Covid, allowed in the second half of the quarter a strong recovery of the Shanghai index (SHCOMP), the only
one among the main world markets to close with a positive period, equal to +4.5%. The Tokyo stock exchange
also closed in negative, with the Nikkei index falling -4.2%, in a quarter that confirmed a sharp rise in inflation and
a depreciation of the yen.

In Europe, the proximity to the conflict scenatio has largely amplified the same international crisis factors, causing
generalized drops on all the main lists. In particular, in a context of rising inflation, the ECB announced its planned
rate hike policy and the end of its continental asset purchase policy. At the same time, President Christine Lagarde
announced an anti-fragmentation shield, aimed at avoiding increases, deemed excessive, in bond yields in some
Eurozone countries. The quarter therefore closed with heavy losses both on the DAX in Frankfurt, which recorded
a -11.3% decrease, and on the Paris Stock Exchange (CAC40), which closed at -11.1%; instead, the falls in the
IBEX40 index in Madrid (-4.1%) and in the UKX index in London (-4.6%) were more contained.

Italy was one of the countries most affected by the increase in the spread, a figure that accompanied a downward
revision of the GDP rates. These factors contributed to making the FTSE MIB index among the worst on the
continent, with a quarterly loss of -14.9%. The same elements also had a strong impact on the banking sector, as
evidenced by the IT8300 “A/ Ifalian Banks” index, which also closed the second quarter with decreasing values,
down -14.3%.

The BMPS share closed at 30 June 2022 at a value of EUR 0.54, with a decrease -42.2% in the quarter. Also on a
quarterly basis, the average volume of trades on a daily basis was around 4.4 million.
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SHARE PRICE SUMMARY STATISTICS (from 31/03/2022 to 30/06/2022)
Average 0.76
Minimum 0.54
Maximum 0.94
Rating
The ratings assigned by the rating agencies are provided below:
Short-t L - Last rating
Rating agency 0(; -bfrm Outlook Or:lgi’te o Outlook action (as at
X e 30/06/22)
Moody’s (P)NP - Caal Stable 17/03/22
Fitch B B Evolving 01/12/21
DBRS R-4 Stable B (High) Stable 15/06/22

e On 15 June 2022, during its annual review, DBRS Morningstar confirmed all BMPS ratings, including
the Long-Term Issuer Rating at “B (high)”, the Long-Term Senior Debt at “B (high)” and the Long-Term
Deposits at “BB (low)”. The outlook for all ratings remained “stable”.

e On 17 March 2022, Moody’s Investors Service concluded the revision period, confirming the Bank’s

stand-alone and long-term ratings and assigning a “stable” outlook.

e  On 1 December 2021, Fitch Ratings removed the “rating watch negative” in place on the Bank’s main
ratings, confirming all ratings, including the stand-alone rating (“Viability Rating”) at “b” and the Long-
Term Issuer Default Rating (“IDR”) at “B” with an “evolving” outlook.
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Significant events in the first half of the year

On 7 February 2022, the Board of Directors of the Parent Company approved: i) the removal of Mr Guido
Bastianini, as General Manager, Chief Executive Officer and Director in charge of the internal control and risk
management system of Banca MPS, as well as the revocation of all delegated powers, although he remains in office
as a member of the Parent Company’s Board of Directors; ii) the co-opting pursuant to article 2386 of the Italian
Civil Code of Mr Luigi Lovaglio, following the resignation of the Director Olga Cuccurullo, on 4 February 2022,
and his appointment as Chief Executive Officer and General Manager of the Parent Company.

On 30 March 2022, the Parent Company, in compliance with the requirements of the Final SREP Decision
received last 2 February, sent the European Central Bank the Capital Plan approved by the Board of Directors on
the same date. The Capital Plan was developed according to assumptions consistent with those of the 2022-2026
Business Plan approved by the Parent Company on 17 December 2021, also as concerns the amount of the
underlying capital increase.

On 12 April 2022, the Shareholders’ Meeting approved, inter alia, the removal of director Mt Guido Bastianini and
the appointment to the role of Director, at the proposal of shareholder Ministry of Economy and Finance (MEF),
of Mr Stefano Di Stefano, for integration of the Board of Directors following the revocation of Mr Guido
Bastianini.

On 14 June 2022, the Parent Company’s Board of Directors has unanimously resolved the appointment of Andrea
Maffezzoni as new Chief Financial Officer who took office following the resignation of Giuseppe Sica.

On 22 June 2022, the Parent Company’s Board of Directors approved the new 2022-2026 Business Plan: “A Clear
and Simple Commercial Bank” (the “Business Plan” or the “Plan”) and the updated Capital Plan developed in
line with the Plan that was sent to the European Central Bank on 24 June 2022.

In the same board meeting, the Board of Directors of the Parent Company, as part of the initiatives of the Plan,
which envisage, inter alia, a capital increase operation to be offered as an option to BMPS shareholders for a
maximum amount of EUR 2.5 bn, took note of the availability of the MEF, owner of a shareholding equal to
64.23% of the share capital of Banca MPS, to “support the capital initiatives that the Parent Company will
undertake for capital strengthening within the framework of the 2022-2026 Business Plan (...), in proportion to
the share held at market conditions and within the framework of the provisions that should be established by the
supervisory and control Authorities”.

Furthermore, the Board of Directors approved the signing of a pre-undenwriting agreement for the capital increase
concerning the commitment - subject to conditions in line with market practice for similar transactions, including,
among other things, the positive feedback from institutional investors in relation to the proposed capital increase
and the agreement on the final terms and conditions of the same - to sign an underwriting agreement, regarding
the newly issued ordinary shares, which may have remained unexercised at the end of the offer of the unexercised
rights pursuant to art. 2441, paragraph 3, of the Italian Civil Code. The terms and conditions of the transaction
(including the subscription price of the shares) will be determined, in agreement between Banca MPS and the Joint
Global Coordinators (as defined below), close to the launch of the offer, taking into account, inter alia, market
conditions and feedback from institutional investor. BofA Securities, Citigroup, Credit Suisse and Mediobanca -
Banca di Credito Finanziario SpA will act as Joint Global Coordinators.

On 23 June 2022, the Parent Company, based on the implementation of the development strategies envisaged in
the Plan, also announced the division of the Chief Commercial Officer Department into three Departments, with the
aim of focusing on greater specialisation and offering of a “tailor-made” service for customers. The new
configuration makes it possible to operate with faster and more effective decision-making processes. More
specifically:
*  CCO Retail Department which will have a specific focus on consumer credit, managed savings, bank-
insurance and digital banking activities.
*  Corporate and Private CCO Department which will deal with Corporate and Private Banking products
and markets.
e  CCO Large Corporate & Investment Banking Department which will be focused on large companies and
with a structure dedicated to investment banking services.

In order to strengthen the control and management of costs with the centralisation of authorisation processes, in
line with the initiatives of the Plan, a “Cost Governance” structure was also set up under the responsibility of the
Chief Financial Officer, who reports directly to the CEO.

HALF-YEARLY REPORT



19 Half-yearly Report on Operations

Significant events after the end of the first half of the year

Below are highlighted significant events occurring in the period between the reporting date of this Half-yearly
Financial Report (30 June 2022) and the date of its approval by the Board of Directors (4 August 2022), entirely
qualifying as “non-adjusting events” in accordance with IAS 10 i.e. events that do not entail any adjustment to the
balance in the financial statements, as they are expression of situation occurring after the reporting date, with the
exception of what is expressively indicated in relation to mediation/out-of-court claims and legal disputes
connected to the 2008-2015 financial statements, as specified hereunder.

In July and up to 1 August 2022, the Parent Company received mediation and out-of-court claims from a consulting
firm and a Law firm on behalf of professional investor, related to capital increase transaction and allegedly incorrect
financial disclosute in the prospectuses and/or in the financial statements and/ot in any price sensitive information
for the period 2008 -2015, for a total pesitun: (principal amount), excluding repeated request, of EUR 853.3 mln and
EUR 32.2 mln respectively. These events have been assessed for the purpose of the Condensed Consolidated Half-
yearly financial statements. In fact, even if notified after 30 June 2022, they provide evidence of existing situations
at the reporting date of this Condensed Consolidated Half-yeatly financial statements.

On 2 August 2022, MEF informed that DG Cozp had approved the revision of the “Commitments” that had been
undertaken by the Italian Republic in order to enable the precautionary recapitalisation of the Bank in 2017, in
compliance with EU and Italian regulations. The Commitments were revised on the basis of a proposal submitted
in July to the EU Commission by the MEF and are consistent with target of the recently approved Business Plan.

On 3 August 2022, the Parent company received a writ of summons regarding the same case, for a total amount
of EUR 741 mln which includes the arguments of certain out-of-court claims notified to the Parent Company in
previous years for an amount of EUR 522 min. The Parent Company, in line with the approach adopted for out-
of-court claims, has classified as probable the risk of losing this dispute and has quantified as at 30 June 2022, the
estimate of the probable future disbursement, in line with the requirements of the accounting rules on “adjusting
events”.

On 4 August 2022, an agreement between the Parent Company and Trade Unions was signed for the management
of 3,500 voluntary exits as of 1 December 2022 envisaged in the 2022-2026 Business Plan, thanks to an early-
retirement scheme based on the various pension options already accrued and the activation of sector’s Solidarity
Fund.

On the same date, the Parent Company Board of Directors resolved to expand the underwriting syndicate for the
share capital increase, with the participation of other leading banking institutions: Banco Santander SA, Barclays
Bank Ireland PLC, Société Générale and Stifel Europe Bank AG, as Joint Bookrunners through the signing of a
pre-underwriting agreement in line with the agreement already executed by the other Joint Global Coordinators
included in the existing syndicate of banks. Other financial institutions could be invited to join the syndicate before
the launch of the rights offering.
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2017-2021 Restructuring Plan

As at 31 December 2021, the European Commission completed the formal monitoring of the 2017-2021
Restructuring Plan to verify compliance with the commitments assumed by the Parent Company. The 2017-2021
Restructuring Plan was subject to formal monitoring by the European Commission, through a Monitoring
Trustee!3. This monitoring assumed formal relevance in verifying compliance with the commitments only at
specific deadlines agreed with the European Commission. Pursuant to art. 114, paragraph 5 of Italian Legislative
Decree 58/1998, the relative implementation status as at 31 December 2021, the last monitoring date, is described
below. Of the total of twenty-three commitments made by the Parent Company, the following have some areas
requiring attention/critical issues:

e Commitment #9 - Cost reduction measures:

- the Group did not reach the end of Plan targets for several performance measures (Net Margin, Cost
Income Ratio, ROE) and for the number of employees. With respect to operating expenses, the Group
would have reached the target initially established if this objective had not been subsequently reduced by
EUR 100 mln after it failed to achieve the 2019 performance objectives;

- however, the branch reduction objective was met.

e  Commitment #14 - Disposal of equity investments and companies:

— in line with the objectives of commitment no. 14, the entire interest in Banca Monte dei Paschi Belgio
S.A. (BMPB) was sold on 14 June 2019;

— in compliance with what is specified in commitment no. 14, the Parent Company approved the ordetly
winding-down procedure of the French subsidiary Monte Paschi Banque S.A. (MPB). This procedure,
made necessary after attempts at disposal of the equity investment in MPB with the timing set forth in
the commitment were unsuccessful, consists of limiting the subsidiary’s activities strictly to those targeted
at the deleveraging of loans, excluding the development of new business and entry into new markets. In
this context, MPB focused its efforts on existing customers and activities. The performance of the
subsidiary in 2021 is substantially in line with the provisions of the Commitment.

—  with respect to the deleveraging of the leasing portfolio, the Bank did not reach the target of EUR 2.6 bn
established for the end of the Plan.

e Commitment #17 - Sale of property assets:

— the commitment calls for the closure of the Perimetro Consortium (concluded in 2019) as well as the
disposal over the course of the Plan of owned properties for an equivalent value of EUR 500 mln. From
the approval of the Plan (4 July 2017) to 30 June 2022, the Group sold real estate for a value of roughly
EUR 332.9 mln, including a large part of the real estate within the scope of the disposal to Ardian.
Furthermore, commitments were also signed for the sale of additional real estate assets at the total price
of EUR 71.3 mln, against a total carrying amount as at 20 June 2022 of EUR 64.1 mln; of these, the last
two properties to be sold to Ardian (Rome, via del Cotso 518/520 and Padua, via 8 febbraio). A new
public competitive sale process is under way on 29 properties owned by the Group.

e Commitment #18 - Disposal of non-core equity investments:

—  the Parent Company has not completed the sale of the equity investments in the Bank of Italy, MPS
Tenimenti Poggio Bonelli and Chigi Saracini SpA and Immobiliare Novoli SpA (on the other hand, the
equity investments in Bassilichi SpA., CO.EM SpA and Consorzio Triveneto SpA, Banca Popolare of
Spoleto SpA and Intermonte SIM were sold as required by the Commitment).

e  Commitment #19 - Sale of art collection:

— the restriction of the Superintendency of Cultural Heritage has been placed on nearly all works, making
them exempt from the sale obligation.

The remaining Commitments were deemed completed or addressed in line with expectations.

The commitments required by DG Comp also envisage that the MEF must divest its shareholding in the Parent
Company by the end of the Restructuring Plan. Thus, the MEF should have submitted to the European
Commission by the end of 2019 a plan to sell its stake in the Parent Company’s capital. On 30 December 2019,
the MEF communicated that, in agreement with the services of the European Commission, the presentation of
the plan to sell the equity investment in MPS had been postponed, pending the completion of the Parent
Company’s derisking transaction (the “Hydra-M” transaction). This transaction was designed and then planned
also with the goal of creating the conditions for the sale of the equity investment. On 16 October 2020, by Prime
Ministerial Decree, the MEF was authorised to proceed with extraordinary transactions functional to the disposal
of the equity investment. In particular, the disposal of the equity investment held by the MEF in Banca MPS was

13 As Monitoring Trustee the Parent Company confirmed Degroof Petercam Finance, with the positive opinion of the European Commission
Directorate General for Competition — hereafter DG Comp.
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authorised, which may be carried out in one or more phases through individual or joint recourse to: a public sale
offer to investors in Italy and/or Italian and international institutional investors, direct negotiations to be cartied
out through transparent and non-discriminatory competitive procedures and one or more extraordinary
transactions including a merger transaction. In summer 2021, UniCredit carried out due diligence aimed at assessing
the acquisition of a selected scope of Banca MPS assets, based on some conditions agreed with the MEF. On 24
October 2021, UniCredit and the MEF announced the suspension of the negotiations.

2022-2026 Group Business Plan

The 2022-2026 Business Plan approved by the Parent Company’s Board of Directors on 22 June 2022 aims to
strengthen BMPS in its nature as a “simple commercial bank in the operation and interaction with customers” and
is developed on three strategic directives:

e Business model with sustainable profitability: optimization of the organisational structure in order to
make the Bank’s operations agile and efficient, accompanied by the relaunch of the commercial platform.
The goal is to strengthen the role of BMPS as a point of reference in the territories to which it belongs,
through a product offer focused on families and companies and the support of important interventions
for digitization, thus guaranteeing a solid generation of revenues.

e Solid and resilient balance sheet: significant strengthening of the Bank’s capital position following the
completion of the capital increase of EUR 2.5 bn expected by the end of 2022, accompanied by the
implementation of a sustainable funding strategy and the improvement of the risk by virtue of the credit
policies adopted

e Management of the Bank’s Jegacy: approach based on factual elements and the experience gained in
the management of extraordinary legal risks.

These strategies will be preliminarily pursued through a capital increase of EUR 2.5 bn, to be carried out in the last
quarter of 2022 and supported by three distinctive factors of the Group: the reputation of the brand and of the
historical business of BMPS, the employee capabilities and motivation, the Bank’s historic ESG culture.

The Business Plan is based on the support previously expressed by the MEF, the controlling shareholder, in
compliance with national and European legislation, in supporting the interventions on the capital that the Bank
will undertake for capital strengthening within the framework of the Plan, as far as its competence is concerned, at
market conditions and within the framework of the provisions that may be established by the Supervisory and
Monitoring Authorities. Furthermore, the objectives of the Plan take into account the review of the commitments
between the Italian Republic and the European Commission relating to the Bank.

The capital increase will be submitted to the resolutions of the Shareholders’ Meeting called for next 15 September.
The Sharcholders’ Meeting may only be held following the successful completion of the authorization process
currently underway at the ECB. Regarding DG Comp’s assessments, on 2 August 2022 the MEF informed that
the aforementioned Authority had approved the revision of the “Commitments” that had been undertaken by the
Italian Republic in order to enable the precautionary recapitalisation of the Bank in 2017, in compliance with EU
and Italian regulations, and that the revised commitments were consistent with the 2022-2026 Business Plan targets.

Main pillars of the 2022-2026 Business Plan

1. Business Model with Sustainable Profitability

For the Bank, important initiatives are envisaged in the Business Plan aimed at achieving a business model
characterised by sustainable profitability, thanks to an optimisation of the organisational structure in order
to make the Bank’s operations agile and efficient, accompanied by the relaunch of the commercial
platform, aimed at strengthening the role of BMPS as a point of reference in the territory to which it
belongs, through a business model and a product offer focused on families and companies. The push
towards digitisation is enabled by a plan focused on key projects to support the engines of revenue
rebalancing, with the aim of guaranteeing their effective and timely completion, in order to obtain tangible
results over the course of the Plan.

In particulat, the following key actions are envisaged:

»  simplification of the Group structure through mergers by incorporation into BMPS of subsidiaries
(MPS Capital Services, MPS Leasing & Factoring and Consorzio Operativo Gruppo MPS) to trigger
and enable the rationalization of company’s business and operating model. The mergers will produce
significant synergies in terms of incremental costs and revenues;

*  disciplined and rigorous control of administrative costs through the optimization of needs through
the centralization of the various cost centres in a single unit, renegotiation of existing contracts and
review of cost processes and policies according to a “zero-based” logic.
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e  the transformation of the Group’s business model is also expected to involve a voluntary exit plan
through the Solidarity Fund, with cost savings of EUR 270 mln on an annual basis starting from
2023, against restructuring costs equal to approximately EUR 0.8 bn. A reallocation of resources in
commercial activity and in customer services is also envisaged;

*  optimisation of the distribution network: reduction of 150 branches, which will bring the total
number to approximately 1,218. This downsizing will be enabled by (i) a business-minded approach
(such as the closure of non-performing or overlapping branches, i.e. at a low distance from another
branch); (ii) spread of /Jean models for branches thanks to the introduction of se/f technology (e.g.
Advanced ATMs) and (iii) evolution of customer preferences towards digital channels and the
consequent reduction in branch activity. Specific customer care initiatives are envisaged to safeguard
the customer base.

The Bank will implement, inter alia, the following actions envisaged in the Plan:

»  strengthening of the offer of housebold financing products, in particular with regard to consumer credit
and mortgages. In support of these objectives, specific actions have been envisaged, such as
strengthening the knowledge of its customers with the introduction of new advanced CRM tools,
higher levels of activity in consumer credit, in particular on the Group’s customers. The achievement
of the full potential on consumer credit is closely linked to the very recent launch of the new internal
product factory which makes it possible to combine the traditional distribution of third party
products with an offer of “in-house products”;

*  enhancement of the role of “advisor” for the management of household savings. The Plan aims to:
achieve full commercial potential in wealth management through the consolidated partnership with
Anima and the new advisory platform to better support the Bank’s customers with a complete product
offering that perfectly meets the needs and customer risk profile; continue the successful path in
bancassurance, developed in partnership with AXA, both in the Protection and Savings areas. With
particular reference to the Protection business, the Plan forecasts challenging results that can be
achieved thanks to joint work with the AXA for zhe upgrade of the product range and for the
innovation of the manager/customer interaction model, with multichannel customer experience; fully
enhance Widiba, the Group’s challenger bank, for which major investments of over EUR 30 mln are
planned to scale up its business model, increasingly oriented towards financial advice;

*  new commercial proposition for small and medium-sized enterprises. In this context, initiatives will
be put in place to strengthen the supervision and capture the specialisation opportunities of each
territory with a view to integrated financing for the entire supply chain;

*  expansion of the customer base focused on the household and SME segments through targeted win-
back initiatives, referral programmes, development of a value proposition dedicated to specific customer
targets and strengthening of organizational units dedicated to customer acquisition, both centrally and
peripherally.

Finally, the strengthening of the digital strategy through a further enhancement of the internet and mobile
banking products and offer, as well as of the automatic tools to support banking operations (for example,

advanced ATMs).

For the purpose of relaunching the commercial platform, additional investments will be made to support
growth for an amount of approximately EUR 500 mln over the period of the Plan. These investments
will be aimed at executing the Plan initiatives, with particular reference to the multi-channel digital offer,
the customer development plan through CRM and data analytics tools, the wealth management and
consumer finance area, the industrialization of performing and non —performing credit platform.

The initiatives are supported by the evolution of internal document management and data governance
platforms and by significant evolutions in the technological platform. Widiba is the subject of ad hoc
initiatives aimed at the evolution of its platform in terms of digitization of the user experience,
development of the digital offer, evolution of robo-advisory tools and development of data intelligence.
Widiba will have its own dedicated growth path by leveraging its specific features and technological
excellence.

Finally, the Plan defines the strategic direction of the Group in the ESG area with the aim of contributing
positively to development through the integration of sustainability principles within the corporate
strategy. The Plan will allow the Group to strengthen its path towards a sustainable development model,
which has already begun a few years ago, also with adherence to the international initiatives of the Net
Zero Banking Alliance and the Principles for Responsible Banking, and achieve a distinctive positioning
on the market in the management of ESG issues by supporting its customers in the green transition path
and contributing to the creation of a more sustainable, equitable and inclusive society.
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The Plan establishes concrete actions and objectives on all the pillars of sustainability and according to

the guidelines of the Internal and External Dimension. In particular:

*  contribute to the environment by gradually reducing direct emissions (-60% vs 2017 - scope 1);

*  continue in the Diversity & Inclusion program with the objective of 40% of women in positions of
responsibility, the adoption of rules on inclusion and gender equality certifications;

*  enhance human capital by pursuing the full qualification of agile work and the implementation of
welfare initiatives on the emerging needs of resources, as well as spreading the “ESG Culture”
through awareness-raising and training programs that will involve the entire company population;

e continue to play an active role in the areas in which the Bank operates, promoting initiatives in
support of communities, culture and enhancement of the artistic and museum heritage and financial
education and professional guidance;

* actively support the ecological and sustainable transition of Companies and Families through the
pursuit of at least 20% of new disbursements for ESG purposes, the issuance of Green and social
bonds for EUR 2.5 bn in the period of the Plan, the achievement of 50 % of new purchases of
corporate bonds and the expansion of the commercial offer of ESG investment products pursuing
the objective of 40% of ESG AuM on the total AuMs placed;

e adopt ESG credit rating systems for the evaluation of counterparties as well as credit policies to
support the achievement of the objectives of reducing emissions financed by 2030 for the NZBA
priority sectors;

e insert, in the governance area, the ESG criteria in the performance management system, in the
management processes of activities, risks and investment and reporting policies;

*  strengthen its positioning in terms of ESG rating, acquiring an additional general ESG rating.

Solid and Resilient Balance Sheet

The Plan provides for a significant strengthening of the Bank’s capital position following the completion
of the EUR 2.5 bn capital increase expected by the end of 2022; fully loaded CET1 14.2% by 2024 and
15.4% by 2026, with significant buffers compared to regulatory requirements, despite the expected regulatory
headwinds and in the hypothesis of dividend distribution from 2025 (pay-out ratio of 30% on results 2025-
2026).

The capital initiatives are accompanied by the implementation of a sustainable funding strategy and the
creation of a “virtuous circle” in improving the Bank’s risk profile thanks to the adopted credit policies.

As part of the Group’s Liquidity and Funding Strategy, the profile of the maturities for the 2022-2024
three-year period is represented primarily by the TLTRO III auctions, to which the Parent Company had
access until June 2021, for a total of EUR 29.5 bn: EUR 4 bn maturing in 2022; EUR 20 bn maturing in
2023 and EUR 5.5 bn in 2024. In addition, there are institutional bonds also maturing in the 2022-2024
three-year period for a total of EUR 4.3 bn, of which EUR 1.25 bn in 2022 (EUR 0.75 bn in covered
bonds, already repaid in January 2022, and EUR 0.5 bn in senior unsecured bonds) and EUR 3.1 bn
maturing in 2024 (EUR 2.3 bn in covered bonds and EUR 0.75 bn in senior unsecured bonds). In 2023,
the call of a subordinated Tier 2 security issued in 2018, for a nominal amount of EUR 750 mln, may also
be exercised. Lastly, also in the 2022-2024 three-year period, bilateral funding transactions are maturing
for a total of EUR 1.6 bn (of which EUR 0.6 bn with non-ECB eligible collateral), of which EUR 0.5 bn
already matured in the first quarter of the year.

Against the planned maturities, the Group’s funding strategies aim to maintain liquidity indicators at
adequate levels, broadly above regulatory limits, as well as to guarantee - as concerns public bond issue
plans in particular - the satisfaction of the MREL requirements. These strategies are defined in line with
the Group’s strategic plans and, to this end, their operating design will be fully defined upon completion
of the 2022-2026 Business Plan authorisation processes, which is still pending at the ECB. The
achievement of a more stable funding structure involve refocusing on customer deposits and institutional
funding (the latter based on a EUR 12 bn programme of new issues over the Plan period) and reducing
recourse to funding from central banks (ECB funding on total liabilities expected to be about 13% by
2024, compared to the current approximately 22%).As a result of the funding strategy outlined above,
liquidity ratios are expected to be above regulatory requirements (NSFR ~130%, LCR ~160%), also
confirming a solid MREL position over the Plan period, with buffers against targets even including the
CBR. As regards the improvement of the risk profile, the Plan provides for initiatives to strengthen the
supervision of loans, through the establishment of specialised assessment centres in line with the priorities
for the development of loans and the monitoring and management system for impaired loans. A reduction
of EUR 1.3 bn in the stock of non-performing loans is expected over the course of the Plan (from the
current EUR 4.1 bn to EUR 2.8 bn in 2026), of which EUR 0.8 bn of sales of bad loans to be realised in
2022.
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3. Management of the Bank’s legacy
Management, through a data driven approach and the experience gained, of extraordinary legal risks.

Status of implementation of the Plan at the date of preparation of this half-yearly financial report

The three new Commercial Departments: Retail, Corporate and Private, Large Corporate & Investment Banking were
set up as part of the reorganization of the Bank. In addition, a Cost Governance structure was set up to ensure
effective spending management and two dedicated units, one for Premium customers and the development of
wealth management and another for consumer finance, to support the development of commercial revenues.

On 22 June 2022 the Parent Company’s Board of Directors, with a view to simplifying the Group’s structure,
approved the plans for the merger by incorporation into the Parent Company itself of the three subsidiaries: MPS
Leasing & Factoring, MPS Capital Services and Consorzio Operativo Gruppo MPS. The merger transactions are
expected to be completed by May 2023 with accounting effects backdated to 1 January 2023 for the first two
subsidiaries, while with reference to the Consorzio Operativo Gruppo MPS, the definition of the transaction is
expected by the end of the current year with accounting effects backdated to 1 January 2022.

In June 2022, a project for the sale without recourse of non-performing loans called “Fantino” was launched with
the aim of reducing the NPE 7ra#io at the end of the Plan and of structurally mitigating the impact of calendar
provisioning. The portfolio being sold consists of non-performing loans originating from the Parent Company and
the subsidiaries MPS Capital Services and MPS Leasing & Factoring, for a total gross exposure of EUR 0.9 bn, of
which EUR 0.6 bn of secured and unsecured bad loans, and EUR 0.3 bn of unlikely to pay exposures. The
competitive process sees the participation of the main market p/ayers. The negotiation phase is underway between
the Group and the counterparties that have formulated their best binding offers, received on 28 July 2022, was
concluded on 4 August with the signing of the relevant sale agreements, and effective date deferred to a date falling
in the fourth quarter of the year. At 30 June 2022, the receivables falling within the scope of the project in question
were classified under asset item 120 of the Balance Sheet - “Non-current assets held for sale and disposal groups”
and valued at the expected price of disposal.

On 8 and21 July 2022, the Parent Company conducted the first round tables with the Group Trade Union
delegations, for starting the Solidarity Fund procedure, with the purpose of identifying shared solutions able to
protect the right of the employees involved in the exit manoeuvre, and the organisational, employment and
contractual perspectives of the employees who will continue to work in the Bank and in the Group. The agreement
between the Parent Company and the Trade Unions for the management of 3,500 voluntary exits as of 1 December
2022, was signed on 4 August 2022

On 4 August 2022 the Board of Directors of the Parent Company resolved to call the Extraordinary Shareholders’
Meeting for 15 September 2022, called, among other things, to resolve on the measures to strengthen the Parent
Company’s capital by means of a share capital increase by payment for an amount of EUR 2.5 bn and on the
decisions referred to in article 2446, paragraph 2 of the Civil Code, relating to the reduction of the share capital.
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Consolidated balance sheet

Assets
10.  Cash and cash equivalents
20.  Financial assets measured at fair value through profit or loss
a) financial assets held for trading

c) other financial assets mandatorily measured at fair value

10 Financial assets measured at fair value through other comprehensive

income

40.  Financial assets measured at amortised cost
2) Loans to banks
b) Loans to customers
50.  Hedging derivatives
60.  Change in value of macro-hedged financial assets (+/-)
70.  Equity investments
90.  Property, plant and equipment
100. Intangible assets
- of wich goodwill
110.  Tax assets
a) current

b) deferred
120. Non-current assets held for sale and disposal groups

130  Other assets

Total Assets

30 06 2022
151838

10,6780

10,1741

503.9

5,063.8

1062573
19,7575
86,499.8

783.1
559.9
756.5
24285
1726
7.9
1,769.3
654.0

1,1153

304.8

2,205.1

131,377.9

3112 2021
17418
9,671.0

9,217.0

454.0

5,460.7

113,060.1
25,004.4
88,055.7

56
5945
10954
2,490.1
1852
79
17740
727.6

1,046.4

729

1,717.3

137,868.6
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continues: Consolidated balance sheet

Total Liabilities and Shareholders' Equity 30 06 2022 3112 2021
10. Financial liabilities measured at amortised cost 114,846.5 121,466.2
2) due to banks 30,642.2 31,279.9
b) due to customers 74,931.8 79,478.8
c) debts securities issued 9,272.5 10,707.5
20. Financial liabilities held for trading 4,014.2 4,531.1
30. Financial liabilities designated at fair value 100.8 114.0
40. Hedging derivatives 372.0 1,259.1
50. Change in value of macro-hedged financial liabilities (+/-) (44.4) 159
60. Tax liabilities 6.0 7.0
b) deferred 6.0 7.0
80. Other liabilities 44225 2,487.3
90. Provision for employees severance pay 142.5 159.3
100.  Provision for risks and charges: 1,679.7 1,654.7
a) financial guarantees and other commitments 148.8 144.0
b) post-employment benefits 249 29.7
c) other provisions 1,506.0 1,481.0
120.  Valuation reserves (55.3) 3006.8
150.  Reserves (3,330.2) (3,038.6)
170.  Share capital 9,195.0 9,195.0
190.  Non-controlling interests (+/-) 14 13
200.  Net Profit (loss) for the period (+/-) 272 309.5
Total Liabilities and Shareholders' Equity 131,377.9 137,868.6
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Consolidated income statement

Items

10.

20.
30.
40.
50.
60.
70.
80.
90.
100.

110.

120.

130.

140.

150.

190.

200.

210.
220.
230.
240.
250.

260.

280.
290.
300.
310.
320.
330.
340.
350.

Interest income and similar revenues
of which interest income calenlated applying the efective interest rate method
Interest expense and similar charges
Net interest income
Fee and commission income
Fee and commission expense
Net fee and commission income
Dividends and similar income
Net profit (loss) from trading
Net profit (loss) from hedging
Gains/ (losses) on disposal/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) from financial assets and liabilities measured at fair value
through profit or loss
a) financial assets and liabilities designated at fair value
b) other financial assets mandatorily measured at fair value
Net interest and other banking income
Net impairment (losses)/reversals on
a) financial assets measured at amortised cost

b) financial assets measured at fair value through
other comprehensive income

Modification gains/ (losses)
Net income from banking activities
Administrative expenses:

a) personnel expenses

b) other administrative expenses
Net provision for risks and charges:

a) commitments and guarantees issued

b) other net provisions
Net adjustments to/recoveries on property, plant and equipment
Net adjustments to/recoveries on intangible assets
Other operating expenses/income
Operating expenses
Gains (losses) on investments
Net gains (losses) on property, plant and equipment and intangible assets
measured at fair value
Gains (losses) on disposal of investments
Profit (loss) before tax from continuing operations
Tax (expense)/recovery on income from continuing operations
Profit (loss) after tax from continuing operations
Profit (loss) after tax from discontinued operations
Profit (loss) for the period
Net Profit (loss) attributable to non-controlling interests

Parent company's net profit (loss) for the period

Basic Earnings per Share (Basic EPS)
of continning operations
Diluted Earnings per Share (Diluted EPS)

of continning operations

30 06 2022
955.4
776.5

297.2)
658.2
841.1
(112.9)
728.2
181
@53)
78
504
495

0.9

384

203

181

1,496.6
(223.8)
(223.7)

O.1)

11
1,273.9
(1,2129

(7151
(4973
(846
66
(780
(60.1
(338
1330
(1,258.4)
127

RN

<z Z =

10.8)

0.8
18.2
8.9
27.1
271
)
27.2
30 06 2022
0.027
0.027
0.027
0.027

30 06 2021
941.0
790.6

(358.1)
582.9
851.7
07.2)
754.5
120
293
19
130.6
121.6

4.0
5.1
11.3

3.1
8.2
1,522.5
(61.1)
(162.0)

0.9

G.3)
1,356.1
(1,231.4)

(722.0)
(509.4)
(34.6)
77
(42.3)
(66.0)
(33.8)
119.6
(1,246.2)
46.3

28.2)

14.4
142.4
59.6
202.0
202.0
01)
202.1
30 06 2021
0.208
0.208
0.208
0.208
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Consolidated statement of comprehensive income

Items 30 06 2022 30 06 2021
10.  Profit (loss) for the period 271 202.0
Other comprehensive income after tax not recycled to profit or loss .1 167.8

Equity instruments designated at fair value through other comprehensive

20. 0.9 42
income

30, AFinancial'liabiliﬁes designzfted at fair value through profit or loss (change ) 538)
in the entity’s own credit risk)

50.  Property, plant and equipment (12.9) 164.9

70.  Defined benefit plans 12.3 0.8

90.  Share of valuation reserves of equity-accounted investments 8.3) 3.7
Other comprehensive income after tax recycled to profit or loss (352.7) (103.5)

110.  Exchange differences 1.8 0.9

it e o b iy i) e i

160.  Share of valuation reserves of equity-accounted investments (235.7) 91.9)

170. 'Total other comprehensive income after tax (361.8) 64.3

180. ‘Total comprehensive income (Item 10+130) (334.7) 266.3

190, 'Consolidated comprehensive income attributable to non-controlling 01 02
interests

200. Consolidated comprehensive income attributable to Parent Company (334.8) 266.1
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Consolidated Statement of changes in equity — 30 June 2022

Share capital:

a)ordinaryshares

b) othershares
Reserves:

a) from profits

b) other
Valuationreserves
Net profit (loss) for the
period

Totalequity
Groupequity

Non-controllinginterest

Balance as at 31 12 2021

9,195.7
9,195.7

(3,639.1)

(3,520.8)
(118.4)
308.1

309.3
6,174.0
6,172.7

13

Change in opening balances

Balance as at 01 01 2022

9,195.7
9,195.7

(3,639.1)
(3,520.8)
(118.4)
308.1

309.3
6,174.0
6,172.7

13

Allocation of Changesduring the period
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(309.2) (0.1) - oL L
- (01 (1Y) e
- [€%)) .
- (0.2) - .

Total comprehensive income for
30 06 2022

(334.7)
(334.8)

0.1

Total equity as at
30 06 2022

9,195.7
9,195.7

(3,3310)
(3,212.6)
(118.4)
(53.7)

27.1
5,838.1
5,836.7

14

30 06 2022

Group equity as at

9,195.0
9,195.0

(3,330.2)
(3,211.9)
(118.4)
(55.2)

27.2

5,836.7

X

Non-controlling interest as at

30 06 2022

0.7
0.7

(0.8)
(0.8)

15
(0.1

14

14

As at 30 June 2022, shareholders’ equity, including non-controlling interests and net income for the period, was equal to EUR
5,838.1 mln, against EUR 6,174.0 mln as at 31 December 2021, with a total net decrease of EUR 335.9 mln. This trend is mainly
due to the combined effect of (i) net negative change in valuation reserves equal to EUR 361.8 mln, almost entirely attributable
to the write-down of the debt securities of the Group and associated companies valued using the equity method, and (ii) profit
for the period of EUR 27.1 min.
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Consolidated Statement of changes in equity — 30 June 2021

Allocation of Changesduring the period
fit f i
profit from prior Shareolders'equity transactions
% @ - year =
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= o =l () g S £ = - = L
@ = = = @ = £ > (2} £ ] <
[} & Z o= @ = @ = S
- 2 e o > 3 =3 ]
= e £ 5 £ § g
5 e 5 & F 8
Share capital: 9,195.7 - 9,195.7 - - - - - - - - - - - 9,195.7 9,195.0 0.7
a) ordinary shares 9,195.7 - 9,195.7 - - - - - - - - - - - 9,195.7 9,195.0 0.7
b) othershares - - - - - - - - - - - - - - -
Reserves: (1,684.4) -  (1,684.4) (1,686.7) - 2.6 (153.1) - - - - - - - (3,5215) (3,5211) (0.5)
a) from profits (1,836.4) -  (1,836.4) (1,686.7) - 2.6 - - - - - - - - (3,520.4) (3,520.0) (0.5)
b) other 1520 - 152.0 s s . (153.1) - . . s - (11) (11) .
Valuationreserves 261.9 - 261.9 - - (0.2) - - - - - - - 64.3 326.0 324.7 13
Treasuryshares (313.7) - (313.7) - - - 178.2 - - - - - - - (135.5) (135.5)
Net profit (loss) forthe perio  (1,686.6) -  (1,686.6) 1686.7  (0.1) - - - - - - - - 202.0 202.0 202.1 (0.1)
Totalequity 5,772.9 > 5,772.9 = (0.2) A5 25.1 = = > = = > 266.3  6,066.7 6,065.3 14
Group equity 57716 - 57716 - - 2.5 25.1 - - - - - - 266.1 6,065.3
Non-controlling interest 13 - 13 - (0.1) - - - - - - - - 0.2 14 - 14

* The fignres as at 31 December 2020 were restated, with respect to those published in the 2020 Financial Statement, following the retrospective application of the
change in the measurement criterion for investment property (formerly LAS 40).

As at 30 June 2021, shareholders’ equity, including non-controlling interests and net income for the period, was equal to EUR
6,066.7 mln, against EUR 5,772.9 mln as at 31 December 2020, with a total net increase of EUR 293.8 mln. This increase was
mainly due to (i) profit for the period equal to EUR 202.0 mln; (ii) net positive change in valuation reserves equal to EUR 64.3
mln, due to the combined effect of the revaluation of operating properties carried out since 31 March 2021 and the write-down
of debt securities related to associated companies valued with the equity method, and finally iii) a decrease in treasury shares for
EUR 178.2 mln following sales by the Parent Company which led to a trading loss of EUR 153.1 mln recognized under
“Reserves-other”.
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Consolidated cash flow statement - indirect method

A. OPERATING ACTIVITIES
1. Cash flow from operations
Profit (loss) (+/-)
Capital gains/losses on financial assets held for trading and on assets/liabilities
measured at fair value (+/-)
Net gains (losses) on hedging activities
Net impairment losses/reversals
Net adjustments/ recoveries on property, plant and equipment and intangible
assets (+/-)
Net provisions for risks and charges and other costs/revenues (+/-)
Unpaid charges, taxes and tax credits
Other adjustments
2. Cash flow from (used in) financial assets
Financial assets held for trading
Other financial assets mandatorily measured at fair value
Financial assets measured at fair value through other comprehensive income
Financial assets measured at amortised cost
Other assets
3. Cash flow from (used in) financial liabilities
Financial liabilities measured at amortised cost
Financial liabilities held for trading
Financial liabilities designated at fair value
Other liabilities
Net cash flow from (used in) operating activities

B. INVESTMENT ACTIVITIES

1. Cash flow from

Sales of equity investments

Dividends collected on equity investments
Sales of property, plant and equipment
Sales of intangible assets

2. Cash flow used in

Purchase of property, plant and equipment
Purchase of intangible assets

Net cash flow from (used in) investment activities

C. FUNDING ACTIVITIES

Issue/purchase of treasury shares

Dividend distribution and other

Net cash flow from (used in) funding activities

NET CASH FLOW FROM (USED IN) OPERATING, INVESTMENT
AND FUNDING ACTIVITIES DURING THE PERIOD

Accounts

Cash and cash equivalents at beginning of the period
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at end of the period

30 06 2022
423.9
271

(112.4)

(7.8)
286.0

104.7

892
®.9)
46.0
5,925.1
(1,058.8)
(36.0)
(191.5)
69783
2331
(6,650.1)
(64052)
(337.0)
54
86.7
(301.1)

30 06 2022
108.8
106.2
2.6

(30.6)

©.1)
@1.5)
78.2

O.1)
(0.1)

(223.0)

30 06 2022
17418

(223.0)

1,518.8

30 06 2021*
513.5
202.0

16)

19)
200.9

128.0

385
(59.6)
7.2
4,052.8
(1,917.6)
11.9)
311.0
5,099.5
5718
(5,313.4)
(4,834.7)
(874.4)
(814
477.1
(747.1)

30 06 2021%
37.2

1.0

30.3

33

26

(42.3)

@5)

(34.8)

(5.1)

178.2
O.1)
178.1

(574.1)

30 06 2021*
23194

(574.1)

17453

*The 2021 figures limitedly to the items “Cash and Cash equivalents” and “Financial assets measured at amortised cost a) Loans to banks, were reclassified to take

into account the provisions set forth in the 7th update of Circular 262 of the Bank of Italy.
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Accounting Policies

Basis of preparation

The Half-yearly Report as at 30 June 2022 of the Monte dei Paschi di Siena Group, approved by the Board of
Directors on 5 August 2022, includes the Half-yearly Report on Operations and the Half-yearly Condensed
Consolidated Financial Statements and has been prepared in accordance with financial disclosure requirements set
forth in art. 154-ter of Italian Legislative Decree no. 58 of 24 February 1998 (Consolidated Law on Finance), and
in accordance with the IAS/IFRS international accounting standards issued by the International Accounting
Standards Board (IASB) including interpretations by the IFRS Interpretations Committee (IFRIC), as endorsed by
the European Commission and effective as at 30 June 2022, pursuant to EC Regulation no. 1606 of 19 July 2002.

The Condensed Consolidated Half-yearly Financial Statements, prepared using the Furo as the reporting currency,
drawn up in summary form and in compliance with the IAS 34 standard “Interim financial reporting” comprises
the Consolidated Balance Sheet, the Consolidated Income Statement, the Consolidated Statement of
Comprehensive Income, the Consolidated Statement of Changes in Equity, the Consolidated Cash Flow Statement
and the Explanatory Notes; the tables of the Condensed Consolidated Half-yearly Financial Statements and the
Explanatory Notes, unless otherwise noted, are prepared in millions of Euro.

In preparing the Condensed Consolidated Half-Yearly Financial Statements, the provisions of Bank of Italy
Circular no. 262 of 22 December 2005 “Banks’ financial statements: layouts and rules for preparation”, and
subsequent updates (most recently, the 7th update, published on 29 October 2021) were applied. The Condensed
Consolidated Half-Yearly Financial Statements show, in addition to the amounts pertaining to the relevant period,
also the corresponding comparative data as at 31 December 2021 for the Consolidated Balance Sheet and for the
first half of 2021 for:

- the Consolidated Income Statement;
- the Consolidated statement of comprehensive income;
- the Consolidated Statement of Changes in Equity; and

- the Consolidated Cash Flow Statement.

The Condensed Consolidated Half-Yeatly Financial Statements as at 30 June 2022 are drafted with clarity and give
a true and fair view of the Bank’s financial position, results of operations for the period, change in shareholders’
equity and the cash flows generated.

With reference to the classification, recognition, valuation and derecognition of the various asset and liability
entries, as well as the methods for recognising revenue and costs, the accounting principles used for the preparation
of these Condensed Consolidated Half-Yearly Financial Statements are the same as those used for preparation of
the Consolidated Financial Statements as at 31 December 2021, to which the reader is referred for more detail.

The Condensed Consolidated Half-Yeatly Financial Statements as at 30 June 2022 are accompanied by the
certification of the Financial Reporting Officer, pursuant to art. 154-bis of the Consolidated Law on Finance, and
are subject to a review by the Independent Auditors PricewaterhouseCoopers S.p.A.

An illustration of the new accounting standards, or the changes to existing standards approved by the IASB is
provided below, as well as the new interpretations or changes to existing interpretations published by IFRIC, with
separate reporting on those applicable in 2022 from those applicable in subsequent years.

IAS/IFRS accounting standards and related SIC/IFRIC interpretations endorsed whose application is mandatory

as of the 2022 financial statements

On 2 July 2021, Regulation (EU) 2021/1080, which endotses the following documents published by IASB on 14
May 2020, was published:

- “Reference to the Conceptual Framework (Amendments to IFRS3)” which updates the reference
in IFRS 3 to the Conceptual Framework in the revised version, without this entailing amendments to the
provisions of the standard;

- “Property, Plant and Equipment - Proceeds before Intended Use (Amendment to IAS 16)”’which
prohibits deducting from the cost of property, plant and equipment the amount received from the sale of
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items produced in the asset testing phase. These sales revenues and the relative costs will be recognised
in the income statement;

- “Onerous Contracts — Cost of Fulfilling a Contract (Amendment to IAS 37)”which clarifies which
costs must be considered in the assessment of the onerousness of the contract. More specifically, the
cost to fulfil a contract includes the costs that refer directly to the contract. They may be incremental
costs (for example, costs for the direct material used in processing), but also the costs that the company
cannot avoid as it has entered into the contract (e.g., the share of the personnel costs and the depreciation
of the machinery used to fulfil the contract);

- “Annual Improvements to IFRS Standards 2018—2020”, containing amendments to four standards:
IFRS 1 — “Subsidiary as a first-time adopter”; IFRS 9 — “Fees in the ‘10 per cent’ test for derecognition of financial
liabilities” the amendment clarifies which fees should be considered in performing the test in application
of par. B3.3.6 of IFRS 9, to assess the derecognition of a financial liability; IFRS 76 — “Lease incentives™
the amendment regards an illustrative example and lastly IFRS 47 — “Taxation in fair value measurements”.

The proposed amendments are effective as of 1 January 2022. Early adoption was allowed, but the Group did not
make use of this option. The adoption of these amendments did not have any effects on the Group’s consolidated
financial statements.

IAS/IFRS accounting standards and related SIC/TFRIC interpretations endorsed, the application of which is

mandatory as of 31 December 2022

On 23 November 2021, Regulation no. 2021/2036, which endorses IFRS 17 “Insurance Contracts”, was
published, issued by the IASB on 18 May 2017 and subsequently amended on 25 June 2020. The new standard
governs the accounting treatment of insurance contracts issued by companies with the objective of ensuring
relevant and comparable information that faithfully represents the effects of said insurance contracts on the entity’s
financial position, financial performance and cash flows.

The key new features introduced by IFRS 17 concern:

e introduction of the concept of the expected profit from insurance contracts (Contractual Services Margin),
representing the present value of the expected profits that will be recognised over the life of the contracts.
This item, involves, at the moment an insurance contract is signed, the company’s recognition of a liability
whose amount is given by the algebraic sum of the present value of expected contractual cash flows
(discounted by also taking account of an appropriate risk margin, for non-financial risks) and the expected
profit (present value of unearned profits);

e  the measurement at the close of each reporting period of the elements indicated above (expected cash
flows and profit), to verify the consistency of the estimates with the current market conditions. The effects
of any misalignments must be immediately reflected in the financial statements: in the income statement
if the changes relate to events that have already occurred in the past; as a reduction of expected profit if
the changes relate to future events;

e the reporting in the income statement of profitability “by margins” achieved over the life of the policies,
i.e. based on the service rendered by the company to policy-holders instead of at the moment contract is
stipulated.

The standard is first applied starting from 1 January 2023, after the June 2020 amendment to the standard by the
TASB which postponed its entry into force due to operational complexity. The changes in the book value of the
insurance contracts due to the transition to IFRS 17 will therefore be recognised as a balancing entry in
shareholders’ equity as of 1 January 2023.

The introduction of the new standard assumes indirect significance for the Group since, although it does not carry
out insurance activities, it holds shareholdings in the capital of the associated insurance companies “AXA MPS
Assicurazioni Danni SpA” and “AXA MPS Assicurazione Vita SpA”, which are consolidated in the Group
Financial Statements with the equity method (known as “synthetic consolidation”). The first-time adoption of the
aforementioned standard will have an impact on the valuation of the investment held by the Group in insurance
companies; the impact is presently unforeseeable as it will depend of the methodological decision that are currently
being made by the aforementioned companies.

Regulation no. 2022/357 of 3 March 2022 endorsed the amendment to IAS 1 “Disclosute of Accounting
Policies (Amendments to IAS 1 and IFRS Practice Statement 2)” and the amendment to IAS 8 “Definition
of Accounting Estimates (Amendments to IAS 8)”, both published by the IASB on 12 February 2021. The
amendments are aimed at:
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- improving the disclosure of accounting policies to provide more useful information to investors and other
primary users of financial statements, by replacing the concept of significance with that of materiality and
including a guide on the application of this concept to the disclosure of accounting policies;

- distinguishing changes in accounting estimates from changes in accounting policies.

The amendments to IAS 1 and IAS 8 will be effective for financial years starting on or after 1 January 2023, with
early application permitted, an option the Group did not take.

IAS/IFRS accounting standards and related SIC/IFRIC interpretations issued by the IASB and still awaiting
endorsement by the European Commission

On 23 January 2020, IASB published the document amending IAS 1 “Presentation of Financial Statements:
Classification of Liabilities as Current or Non-current” with a view to clarifying how to classify payables and
other liabilities as either current or non-current. The amendment specifies that the classification is made on the
basis of the rights existing at the reporting date, without considering the expectation of exercising payment
deferment. The entry into force of the amendments, originally scheduled for 1 January 2022, was then deferred by
the IASB with the amendment published on 15 July 2020 to financial years starting on 1 January 2023 or later.
Early application is permitted.

On 9 December 2021, the IASB published the amendment to IFRS 17 “Insurance contracts: Initial Application
of IFRS 17 and IFRS 9 — Comparative Information”. The document concerns the transition to IFRS 17 for
companies that apply IFRS 17 and IFRS 9 simultaneously for the first time and, in particular, introduces an option
that allows to improve the usefulness of the comparative information presented on the first-time application of the
two standards. The entry into force of the amendments is set for 1 January 2023.

On 7 May 2021, IASB published the amendment to IAS 12 “Deferred Tax related to Assets and Liabilities
arising from a Single Transaction” (Amendments to IAS 12) to specify how deferred taxes on certain
transactions that can generate assets and liabilities of the same amount, such as leases and those deriving from
decommissioning obligations, must be recognised. The amendments apply as of 1 January 2023, but early adoption
is permitted.

In preparing these Condensed Consolidated Half-yeatly Financial Statements, the documents providing
interpretations and support to the application of the accounting standards in relation to the impacts of COVID-
19, issued by the European regulatory and supervisory bodies and standard setters in 2020 and 2021, and described
more extensively in the 2021 Financial Statements, to which reference is made, shall also be considered, in addition
to the documents issued by ESMA in the first half of 2022, with specific reference to the Russia-Ukraine crisis and
the application of IFRS 17, illustrated hereunder.

On 14 March, ESMA published a Public Statement on the impacts of the Russia-Ukraine crisis on the EU’s
financial markets, which describes the supervisory and coordination activities undertaken in this regard and
recommends that issuers offer transparent disclosure, possibly both qualitative and quantitative, on the current and
expected direct and indirect effects of the crisis on the following areas: commercial activities, exposure to the
markets concerned, supply chains, financial position and profit and loss in the 2021 financial reports, at the Annual
Sharcholders’ Meeting and in interim financial reporting.

Subsequently, again with specific reference to the implications of the Russia-Ukraine conflict, on 13 May ESMA
published an additional Public Statement with a seties of recommendations to encourage the transparency and
uniformity of the disclosure to be provided in 2022 Half-yearly financial reports. In particular, ESMA stresses the
importance of specifying the current and expected impacts of the Russian invasion on the company’s financial
position, income and cash flows in addition to providing information on the main risks and uncertainties to which
the entity is exposed. Since the war has triggered uncertainty and, consequently, the risk of having to make material
adjustments to the carrying amount of assets and liabilities, ESMA underlines the importance of updating the
disclosure on the judgment applied, on the material uncertainties to which the entity is exposed and on the risks
surrounding business continuity. In addition, an entity must verify whether the effects of the war constitute an
indicator of impairment for non-financial assets in relation, for example, to the decision to dispose of investments
in the areas affected by the conflict. By contrast, as regards the impairment of financial instruments, ESMA focusses
attention on the conflict’s effects on the measurement of the significant increase in credit risk (SICR) and on the
determination of the forward-looking Expected Credit Loss (ECL), by highlighting the possibility of using the a
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collective assessment to verify the existence of a SICR for the staging of credit exposutes'4, if said measurement is
difficult at individual level.

The recommendations contained in ESMA’s Public Statement are fully referenced in the documents published by
Consob on 18 March 2022 and 19 May 2022.

Lastly, given the expected impact and the importance of the entry into force of IFRS 17 “Insurance Contracts”,
ESMA underlines, in its Public Statement dated 13 May 2022, the need for issuers, especially in the case of insurance
firms and financial conglomerates, to provide pertinent and comparable information in their financial statements
which makes it possible to assess the impacts of the application of the standard. ESMA expects its
recommendations to be taken into consideration in preparing the interim financial statements and the annual
financial statements for 2022.

Estimates and assumptions when preparing the Condensed Consolidated Half-Yearly Financial
Statements

The application of certain accounting standards necessarily implies the use of estimates and assumptions that
impact the values of the assets and liabilities recognised in the financial statements as well as the disclosure provided
on contingent assets and liabilities. The assumptions underlying the estimates developed take into consideration all
available information at the date on which this Half-Yearly Financial Report was drafted as well as the assumptions
considered reasonable, also in light of historical experience. By their very nature, it is therefore not possible to
exclude that the assumptions used, albeit reasonable, may not be confirmed in the future scenarios in which the
Group will be operating. The results achieved in the future therefore could differ from the estimates developed in
order to draft this Half-Yeatly Financial Report and, as a result, adjustments may be required, to an extent that
cannot be currently predicted or estimated, with respect to the carrying amount of the assets and liabilities
recognised in the financial statements. In this regard, please note that estimates could need to be revised following
changes in the circumstances on which they were based, the availability of new information or the increased
experience gained. In particular, taking account of the elements of extreme uncertainty regarding i) the evolution
of the Russia-Ukraine conflict, i) a new flare-up of the COVID-19 pandemic iii) the growing trend in inflation
fuelled, from 2021, by the increase in the prices of energy commodities and some inelasticity of supply, and
accentuated in 2022 by the outbreak of the aforementioned conflict, and also taking into consideration the
associated consequences on the macroeconomic scenarios which are difficult to predict as things stand, we cannot
rule out having to revise the estimated carrying amounts during the second half of 2022, in light of new information
becoming available from time to time.

It should be noted that the period subject to disclosure was not characterised by changes in the estimate criteria
already applied for the preparation of the Financial Statements as at 31 December 2021, to which full reference is
made for a broad description of the most relevant valuation processes for the Group, except for the new aspects
that have been introduced during the first half of 2022, as illustrated below.

Quantification of impairment losses on loans and IFRS 9 staging

For the first half of 2022, the regulatory framework, comprised of the provisions published in 2020 and 2021 by the
various supervisory authorities on the application of IFRS 9 in the pandemic context, remained valid. For a detailed
examination of the content of the provisions issued by the various regulators and on the methods of application by
the Group, please refer to the 2021 Consolidated Financial Statements. In the first half of 2022, the regulations did
not undergo significant changes, limited to the updating of the economic scenarios published by the ECB and by
the Bank of Italy on 9 and 10 June 2022 respectively and the recommendations on the disclosure relating to the
impacts of the war in Ukraine published by ESMA on 13 May 2022; for details, please refer to the section “Basis
of preparations”.

Macroeconomic forecasts for 2022, 2023 and 2024

On 9 June 2022, the ECB published the periodic update of the macroeconomic forecasts for the Eurozone
prepared by its staff with the contribution of the individual national central banks. The baseline scenario of the
projections is based on the assumption that the current sanctions against Russia (including the oil embargo imposed
by the European Union) will remain valid throughout the entire period under review, that the intense phase of the

14 Tn particular, see IFRS 9 B5.5.1, IFRS 9 B5.5.4, IFRS 9 B5.5.5 and IFRS 9 B5.5.18.
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war will continue until the end of this year without any further exacerbation, that the disruption in the supply of
energy will not lead to any rationing in Eurozone countries and that supply-side bottlenecks will gradually be
resolved by the end of 2023. More specifically, the projections point to Eurozone GDP growth in real terms of
2.8% in 2022 (+3.7% forecast in March 2022) and 2.1% in both 2023 and in 2024 (+2.8% and +1.6% expected in
March 2022).

Opverall inflation measured on the Harmonised Index of Consumer Prices (HICP) would remain extremely high
during most of 2022 due to the increase in the prices of energy commodities and foodstuffs, also as a result of the
wat in Ukraine, sitting at an average of 6.8%1% (5.1% expected in March 2022), then gradually drop from 2023 to
3.5% (2.1% forecast in March 2020 and decline further in 2024 to 2.1% (1.9% forecast in March 2022) in the
assumption of limitation of energy costs, easing of supply-side problems linked to the pandemic and a
normalisation of the monetary policy.

In the less favourable scenario, inflation would average 8.0% in 2022 and 6.4% in 2023, then fall below the level
predicted in the baseline scenario of the projections, sitting at 1.9% in 2024. GDP in real terms grows by just 1.3%
in 2022, falls by 1.7% in 2023 and, despite rising again by 3% in 2024, stays well below the level indicated in the
baseline scenario for the entire reference time horizon.

Based on these assumptions, the Bank of Italy’s experts, as part of the exercise coordinated by the Furosystem,
indicated, in the document “Macroeconomic projections for the Italian economy” published on 10 June 2022,
GDP growth in Italy of 2.6%¢ this year (+3.8% forecast in January), 1.6% in 2023 and 1.8% in 2024 (2.5% and
1.7% expected in January). Consumer inflation would average 6.2% this year!’, driven by the effects of the sharp
rise in the prices of energy commodities and supply-side bottlenecks; it would fall to 2.7% in 2023 and 2.0% in
2024.

The baseline scenario described is heavily dependent on the assumptions regarding the development of the conflict
in Ukraine, in an adverse scenario characterised by a freeze in supplies from the summer quarter, only partially
offset, for our country, through other sources, GDP would increase by about zero on average in 2022, fall by more
than 1% in 2023 and start to grow again in 2024. Consumer inflation would undergo a net increase in 2022,
approaching 8.0%, and would also remain high in 2023, at 5.5%, then drop markedly only in 2024.

Lastly, it should be noted that, in its Economic Bulletin of 15 July 2022, the Bank of Italy updated the
aforementioned projections - also in light of the most recent economic information - estimating, in the baseline
scenario, a more sustained increase in GDP in Italy for 2022 (3.2%, an increase of 0.6%), slightly more contained
growth for 2023 (equal to 1.3%, down by 0.3 percentage points) and 2024 (1.7%, down by 0.1 percentage points).
Inflation would sit at 7.8% in 2022 then drop to 4.0% and 2.0% in 2023 and 2024 respectively.

In the adverse scenatio, growth of under 1% would be recorded in 2022, a contraction of almost 2% in 2023, with
average annual growth only in 2024. Consumer inflation would reach 9.3% in 2022 and would also remain high in
2023, at 7.4%, then drop markedly only in 2024.

This being said, information is provided below relating to the main macroeconomic and financial indicators
included in the “baseline”, “severe but plausible” and “extremely severe” scenarios, referring to the 2022-2024
three-year period, developed internally also taking as a reference the forecasts formulated by external providers in
April 2022, compared with the same scenarios in use for the 2021 Financial Statements and also used for the

assessments as at 30 June 2022 (see below).

15 According to the rapid estimate of Eurostat, published following completion of the forecasting exercise in June 2022, overall inflation
measured on the HICP was 8.1% in May 2022, slightly above the figure outlined in the projections of Eurosystem experts. An automatic update
of the projections would indicate an inflation rate of 7.1% in 2022.

16 According to the data from the quarterly accounts circulated by Istat on 31 May, not included in the growth projections, GDP increased by
0.1% in the first quarter of 2022, 0.3% more than the figure indicated in the flash estimate published on 29 April; this cotrection and the
revisions to the 2021 data automatically involve an increase in the annual average growth for 2022 of 0.4%.

17 'The projection does not include the flash estimate of inflation in May, circulated at the end of the month, which surprised on the upside in
Italy as in other countries in the Eurozone. Including said estimate, average annual inflation in 2022 would be automatically more than 0.5%
higher.
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Italian residential Property Price  Italian non-residential Property Investments in building
. . Unemployment rate
Index Price Index ’ construcions
Data used for Data used for Data used for Data used for Data used for
31122021 31122021 31122021 31122021 31122021
finandal finandal finandal finandal finandal

S X v statements and Update statements and Update statements and Update statements and Update statements and Update

Seenario car Half-yealy April 2022 Half-yealy April 2022 Half-yealy April 2022 Half-yealy April 2022 Half-yealy April 2022
finandal finandal finandal finandal finandal
statements as at statements as at statements as at statements as at statements as at
30 06 2022 30 06 2022 30 06 2022 30 06 2022 30 06 2022
2022 3.83% 2.25% 1.37% 3.46% 0.81% 1.34% 10.37% 9.89% 7.99% 8.56%
2023 2.79% 2.55% 1.77% 2.91% 1.64% 2.03% 10.28% 9.87% 7.14% 5.81%
BASELINE

2024 1.97% 1.89% 1.79% 2.30% 1.80% 1.94% 9.44% 8.95% 3.87% 3.34%

AVG 2.86% 2.23% 1.64% 2.89% 1.42% 1.77% 10.03% 9.57% 6.33% 5.90%

2022 2.39% 0.83% 0.58% 0.70% 0.16% 0.01% 10.88% 10.34% 4.49% 5.24%

EVERE

s g[,T 2023 1.90% 1.79% 0.40% 0.49% 0.01% 0.00% 11.72% 11.12% 3.70% 3.43%

PmL’élBLE 2024 1.49% 1.39% 0.61% 0.76% 0.60% 0.60% 11.71% 11.17% 1.25% 1.57%

AVG 1.93% 1.34% 0.53% 0.65% 0.15% 0.20% 11.44% 10.87% 3.15% 3.41%

2022 0.58% 0.76% -0.74% 0.54% -1.81% -1.27% 11.52% 10.83% 0.58% 1.59%

EXTREME 2023 0.83% 0.37% -0.95% -0.74% -1.33% 0.99% 13.07% 12.71% 0.32% 0.09%

WORST 2024 0.46% 0.16% -1.58% -1.01% -0.88% -0.88% 14.02% 14.27% -1.47% -1.68%

AVG 0.63% 0.08% -1.09% -0.76% -1.34% -1.05% 12.87% 12.60% 0.19% 0.00%

Even in the presence of scenarios updated in April which would have entailed recoveries in value, the Group has
deemed it appropriate, also from a conservative and prudential perspective, to confirm the scenarios used for the
2021 Financial Statements also for the accounting valuations in the Half-Yearly Financial Report.

3988

As reported in the paragraph “Audits”, to which reference should be made for more details, an “on-site” inspection
by the ECB got underway on 28 April 2022, regarding the risk of Corporate and Large SME exposures. More
specifically, the inspection concerns the review of the quality of assets vis-a-vis the aforementioned counterparties,
an analysis of the statistical models used to support the classification into stage 2 and the estimate of expected
credit losses as well as the evaluation of the related management processes and procedures.

At the date of this Half-Yearly Financial Report, the inspection is still in progress and is expected to be completed
at the end of August. In spite of this, the new information acquired as a result of dialogue with the inspection team
was evaluated and taken into consideration by the Group for the purposes of drafting the Half-Yearly Financial
Report. We cannot rule out that, following the audit of the Supervisory Body, additional new information may
come to light, not known at the date of drafting of this report, to be considered for the purposes of assessing the
credit portfolio.

In particular, the following were analysed and reviewed as part of the estimate of accounting LGD, i) the treatment
of massive disposals of non-performing loans and ii) the treatment of multiple defanlts.

As regards the treatment of massive disposals of non-performing loans, the Group’s LGD accounting models were
constructed fully consistently with the regulatory models. More specifically, in order to estimate the accounting
value of LGD, up to now mass disposals, have been treated as follows:

1) positions subject to the so-called LGD Waiver - in accordance with the ECB’s decision on models for
calculating capital requirements, positions under Valentine disposal and, partially, Morgana and Merlino
disposals, are excluded from the LGD estimate;

2) positions in the scope of application of art. 500 of the CRR (Capital Requirements Regulation) — in the
estimate of the LGD no “loss for disposal” has been considered in relation to all those disposals or other
transactions (spin-offs) for which the internal recovery process has not been completed and that have
taken place as part of a NPE Strategy in the September 2018 - June 2022 period targeted at significantly
reducing the NPE ratio, the “disposal loss” is instead replaced with the best estimate of the recoveries
that the Group could have obtained by retaining control of the positions (so-called incomplete work-out);

3) positions subject to other disposals - the value of the disposal is used in the LGD estimate.

Albeit in the absence of a specific guideline, at least at the date of drafting of this Half-yearly Financial Report, it
has been deemed appropriate to review the approach applied up until now to incorporate the effect of a higher
number of disposals in the estimate of the LGD parameter, with a view to providing a better estimate of expected
loss, considering that the Group’s NPE Strategy, approved last 22 June, presents a “revolving” programme of
disposals of roughly EUR 300 mln per year (also net of the extraordinary disposal planned in 2022). To this end,
by way of methodological evolution, the losses realised by “ordinary” disposals over the last few years were included
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in the data-set for the LGD estimation, in place of the incomplete work-out treatment set forth in the regulatory
models. Therefore, so-called “extraordinary” transactions are excluded, i.e. those relating to positions subject to
LGD Waiver (Valentine transaction and partially Morgana and Merlino, excluded from the estimate) and the
Hydra_M spin-off (which is treated on the basis of a work-out at the net book value, since it is considered as a
reorganization transaction not a “real” operating one). The extraordinary nature of said transactions is related to
their exceptional size and is proven by the specific decisions made by the Authorities; for said reasons, they cannot
be considered representative of the transactions that the Group will carry out in the future, given it has now reached
a natural NPE ratio level. The inclusion of “ordinary” disposals in the LGD represents a fine-tuning of the estimate
methodologies: in fact, thanks to said initiative, on NPE portfolios subject to statistical evaluation, the impacts of
the expected disposals set out in the NPE Strategy (2023-2026) are replaced by the application of the LGD inclusive
of the “ordinary” disposals; said LGD is, moreover, extended to performing exposures.

In carrying out the aforementioned modification, the length of the time series underlying the estimation of the
accounting LGD was also reviewed. In fact, we have moved from the current 10-year series to a time series of 20
years. The use of a 10-year series would have produced estimates not representative of the actual recovery processes
expected by the Group and, in particular, would not have adequately represented the impact of future disposals on
internal recovery processes. The use of a 20-year series instead means that the weight of positions subject to
disposal included in the LGD is in line with the weight of the disposals expected in the future as part of the NPE
Strategy approved recently. The change made therefore meets the need of adjusting the historical balances to make
them more consistent with the prospects and, therefore, with expected loss.

The aforementioned change in estimate resulted in net write-backs on the income statement for the half year for a
total of EUR 21 mln.

With reference to the topic of multiple defaults (i.e. positions defaulted, cured, then defaulted again in a short space
of time), it is important to remember that the regulations make provision for asymmetric treatment of this
phenomenon for regulatory purposes, to ensure conservative risk parameters. In fact, in the PD estimate, multiple
defaults are all considered as “genuine defaults”, in order to ensure a higher estimate of the PD, while in the LGD
estimate, they are considered a “single default”, in order to contain the effects of the recovery rate of defaulted
positions. Up until today, unlike the regulatory models, the accounting models have not incorporated said
asymmetry in line with the “unbiased” qualification of expected loss underlying the accounting regulations. In spite
of this, the Group decided to “align”, from this perspective, the accounting estimates with the regulatory ones,
with the goal of greater coherence of the accounting LGD with the recoveries observed. The change in the estimate
in question led to greater adjustments to the income statement for the half year of approximately EUR 32 min.

Opverall, therefore, the changes made to the statistical models for accounting purposes described above resulted in
greater net adjustments on the cost of credit in the half-year of approximately EUR 11 mln.

The other indications acquired as part of the inspection in some cases highlight areas of improvement for the
models, but with an insignificant impact on loan adjustments. In particular, note should be taken of (i) the use of
scenarios in determining the EAD and PD parameters and ii) the specific treatment of bullet products with respect
to instalment-based ones.

Finally, with reference to the perimeter of the positions subject to analytical verification, it should be noted that
the observations reported by the inspection fea have been analysed and substantially incorporated into the
assessments behind these condensed consolidated half-yeatly financial statements.

3398

During the first half of 2022 in terms of IFRS 9 measurements, the Group has maintained a prudent approach to
the estimate of value adjustments, as it cannot definitively be stated that the COVID-19 emergency has come to
an end, and also taking into account the negative effects on the global and Italian economy directly or indirectly
associated with the Russia-Ukraine conflict. Therefore, the “management overlays” in place as at 31 December
2021 and 31 March 2022 aimed at including ad boc adjustments have been maintained and appropriately
supplemented in order to take into account potential forward-looking deteriorations in credit risk which may not
be adequately captured by the modelling in use and to better reflect in credit assessments the specific impacts of
COVID-19 and the Russian conflict in Ukraine and the potential emerging economic and financial risks. Overall,
the management overlays used for valuations as at 30 June 2022, also taking into account the scenarios updated in
April, resulted in additional adjustments on the cost of credit for approximately EUR 124.1 mln (approximately
EUR 130 mln as at 31 December 2021 and roughly EUR 147 mln as at 31 March 2022) and higher exposures
classified in stage 2 for approximately EUR 866 mln (EUR 1.6 bn as at 31 December 2021 and EUR 1.3 bn as at
31 March 2022).

The overlays as at 30 June 2022 are represented by four main categories:
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1) use of asymmetric macroeconomic scenarios - in view of the uncertainty of the economic context and
gradual deterioration in progress, the ECL calculation approach was maintained, in line with what was
done in December 2021 and March 2022, which involves the use of the most likely scenario (baseline)
and two alternatives, both worse (extremely severe and severe but plausible), all three with the same
weighting and therefore combined based on a simple average, in place of the traditional approach which
calls for the use of a baseline scenario, a better one and a worse one, weighted on the basis of the reference
percentiles. The conservatism of this choice can be estimated at just over EUR 60 mln;

2)  basic macro-economic scenario - The determination of staging and ECL still takes as a reference, as a
baseline, the scenario of Prometeia released in October 2021, neutralising the positive economic impact
of approximately Eur 32 mln that would have resulted from the use of latest available scenatios dated
April 2022;

3) floor on PDs of positions subject to moratoria - For all those positions subject to COVID-19 moratoria
and that have still not resumed payments for at least one year (therefore the COVID-19 moratoria for
which the expiry date of the moratoria was after 30 June 2021), a floor is maintained at the PD value as
of 31 December 2020. This choice determines greater adjustments for approximately EUR 17 mln;

4)  sectors heavily impacted by the trend in the prices of energy and raw materials - On exposures to
companies operating in sectors which may be hit hard by the availability/prices of energy and raw
materials, greater value adjustments of around EUR 15 mln were carried out. The sectors identified, for
an exposure of approximately EUR 1.9 bn, are the following: refining of petroleum products, hauliers,
wholesale of fuels and combustibles, logistics and transport, wool industry, maritime transport, milling
industry, cold steel processing, sale of electricity, local public transport, air transport, rail transport,
chemical fibres.

The total amount of the overlays as at 30 June 2022 decreased by approximately EUR 23 mln and EUR 7 mln
compared with the figures for 31 March 2022 and 31 December 2021 respectively. The decrease between the two
quarters can be explained by two main elements represented below, partially offset by the higher level of
conservatism estimated on (i) the failure to update the macroeconomic scenario, equal to EUR 19 mln compared
to March 2022 and EUR 32 mln compated to 31 December 2021, and (ii) higher value adjustments on the so-
called energy-intensive sectors amounting to EUR 5 mln compared to March 2022 and EUR 15 mln compated to
31 December 2021:

1) CERVED sectoral scenario - Until the reporting as of 31 March, the Group used the scenatio produced
by CERVED in July 2021 (period characterised by a pandemic context still in progress) and the
November 2021 update was not acknowledged, characterised by a recovering context. The update of
April 2022 also anticipates an overall improvement in the PDs, apart from a few sectors impacted by the
crisis triggered by the Russian war in Ukraine. Since CERVED has also provided a negative scenario in
addition to the baseline, the scenario has been updated which, although it anticipates a worsening of the
PDs, is in any case less negative than that prevailing in the pandemic phase, therefore also taking into
account the exposure of the Group to the various sectors. Therefore, at the reference date of this half-
yeatly financial report, the level of conservatism of approximately EUR 33 mln (EUR 39 mln at 31
December 2021) referring to this element is no longer in existence;

2) resumption in payments on COVID moratoria - As stated in the previous section, the floor on PDs is
only maintained for those positions with expiry of the moratoria after 30 June 2021. For all positions that,
by contrast, have resumed payments before said date, and for which the regular resumption in payments
has been observed for more than one year, the floor is removed. This change resulted in a reduction in
overlays of approximately EUR 12 mln compared to the figures for both December 2021 and March
2022,

3589

The determination of expected credit losses involves significant elements of judgment, with particular reference to
the model used to measure losses and the related risk parameters, to the triggers deemed to express significant
credit deterioration and the selection of macroeconomic scenarios. In particular, the inclusion of forward-looking
factors is a particularly complex exercise, as it requires macroeconomic forecasts to be formulated, scenarios and
associated probabilities of occutrrence to be selected, and a model to be defined capable of expressing the
relationship between the aforementioned macroeconomic factors and the default rates of the exposures subject to
valuation.
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In order to assess how forward-looking factors may influence expected losses, it is considered reasonable to carry
out a sensitivity analysis in the context of different scenarios based on forecasts consistent with the evolution of
the various macroeconomic factors. The innumerable interrelations between the individual macroeconomic factors
are such as to render a sensitivity analysis of expected losses based on the individual macroeconomic factor of little
significance.

The table below highlights the sensitivity for the main credit portfolios of the Group consisting of cash loans to
customers, belonging to the corporate and retail segments of the 4 banks (Banca MPS, MPS Capital Services, MPS
Leasing & Factoring and Widiba, which represent around 96% of the Group’s total gross exposure) net of loans
classified in the portfolio of non-current assets held for sale and disposal groups. The analysis shows, in line with
the same approach adopted for 2021, the impact from each level of risk on gross exposures, on the adjustments
and on the coverage ratio in the cases where a weight equal to 100% of the baseline, severe but plausible and
extreme worst scenarios, respectively, is used instead of the scenario defined as weighted - i.e. based on weightings
(33.3%) that the Group has attributed to each scenario - used by the Group for estimating the stages of risk and
value adjustments as at 30 June 2022.

The weighted scenatio used for the accounting valuations as at 30 June 2022 is positioned, in terms of adversity,
between severe but plausible and extreme worst. In particular, for performing exposures:

e the sensitivity of the portfolio to the extreme worst scenario would see (i) a sliding of counterparties into stage
2, whose exposure would undergo an increase equal to EUR 404 mln (+ 3.4%), with a consequent increase in
the ECL estimated of around 13.2% (around EUR 47 mln euros), and a greater average coverage of around
28 bps, (i) a slight reduction of counterparties in stage 1, whose exposure would suffer a decrease of EUR
404 mln (-0.6% ), an increase in the ECL of around 8.3% (around EUR 5.7 mln) and a substantial unchanged
average coverage;

e the sensitivity of the portfolio to the severe but plausible scenario would see (i) a decrease in counterparties in
stage 2, whose exposure would decline by approximately EUR 247 mln (-2.1%) with a consequent decrease in
the estimated ECL 2021 around 5.4% (around EUR 19.0 mln) with a substantial invariance of the average
coverage, (ii) an increase both in terms of exposures equal to around EUR 247 mln (+ 0.4%) and in relative
ECL of approximately EUR 3.0 mln (4.3%) for stage 1 and an unchanged average coverage;

e  vice versa, the sensitivity analysis of the portfolio to the baseline scenario would see (i) a more marked
reduction in the stock of positions in stage 2 equal to EUR 759 min (reduction of 6.4%) with a potential
economic benefit on ECL down by 10.8% (around EUR 38 mln), and consequent decrease in the coverage
ratio of around 14 bps (basis points); (i) an increase in counterparties in stage 1, whose exposure would
increase by EUR 759 mln (increase of 1.2%), an increase in ECL of approximately 2% (approximately EUR
1.4 mln euro) and an essentially unchanged average coverage.

The sensitivity analysis of the adjustments of impaired exposures would see an increase in the extreme worst scenario
of approximately EUR 19.3 mln (+ 1.0%) and a decline of approximately EUR 1.6 mln (-0.2%) and EUR 18 mln
(-0.9%) in the severe but plausible and baseline scenarios, respectively.

However, it is not possible to rule out that a further deterioration in the credit situation of debtors, also as a
consequence of the possible negative effects on the economy directly and indirectly related to the Russian war in
Ukraine, could lead to the recognition of further losses, even significant ones, compared to those considered as at
30 June 2022.
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Scenario (Delta in EUR/MlIn)

Weighting EXW;T:;C SIfl‘::sei::ll: Baseline
STAGE 1 Gross exposure 62,686.76 (404.03) 247.43 759.19
of which CORPORATE 34,496.17 (340.38) 22046 651.18
of whch RETAIL 28,190.60 (63.65) 2697 108.01
STAGE 1 Value adjustments 68.58 5.69 2.96 1.40
of which CORPORATE 49.58 321 1.76 0.98
of whch RETAIL 19.01 2.48 1.19 042
STAGE 1 coverage ratio (%) 0.11% 0.01% 0.00% 0.00%
of which CORPORATE 0.14% 0.01% 0.00% 0.00%
of whch RETAIL 0.07% 0.01% 0.00% 0.00%
STAGE 2 Gross exposure 11,860.32 404.03 (247.43) (759.19)
of which CORPORATE 9,344.96 340.38 (220.46) (651.18)
of whch RETAIL 2,515.36 63.65 (26.97) (108.01)
STAGE 2 Value adjustments 354.26 46.83 (19.03) (38.43)
of which CORPORATE 2806.64 41.08 (13.95) (33.64)
of whch RETAIL 67.61 5.74 (5.08) 4.79)
STAGE 2 coverage ratio (%) 2.99% 0.28% -0.10% -0.14%
of which CORPORATE 3.07% 0.32% -0.08% -0.16%
of whch RETAIL 2.69% 0.16% -0.18% -0.08%
STAGE 3 Gross exposure 3,929.49 - - -
of which CORPORATE 3,062.75 - - -
of whch RETAIL 806.74 - - -
STAGE 3 Value adjustments 2,036.34 19.38 (1.60) 17.79)
of which CORPORATE 1,709.89 13.24 0.92) (12.32)
of whch RETAIL 32645 6.14 (0.68) (5.47)
STAGE 3 coverage ratio (%) 51.82% 0.49% -0.04% -0.45%
of which CORPORATE 55.83% 0.43% -0.03% -0.40%
of whch RETAIL 37.66% 0.71% -0.08% -0.63%
TOTAL ADJUSTMENTS 2,459.18 71.90 (17.67) (54.82)
of which CORPORATE 2,046.11 57.53 (13.10) (44.99)
of whch RETAIL 413.07 14.37 (4.57) 9.83)

Limpairment test of equity investments and voodwill

In compliance with IAS 36, at each reporting or interim reporting date, the MPS Group verifies for its equity
investments and for the goodwill recognised in the balance sheet assets that there is no objective evidence that
could lead it to believe that the book value of such assets is not entirely recoverable.

Specifically with regard to equity investments, the methodology adopted by the MPS Group involves using specific
triggers, or key operational indicators which are compared with specific benchmarks (for more details on the
indicators used by the Group, please refer to part A of the Notes to the 2021 Consolidated Financial Statements,
section “Use of estimates and assumptions - Methods for calculating impairment on equity investments”); if this
comparison provides an indication of trends not aligned with expectations, the value of the asset to which they
refer may have suffered from impairment and, therefore, in that case the recoverable amount is estimated.
Specifically, this value is determined pursuant to IAS 36 as the higher value of its fair value, net of costs to sell, and
the value in use, equal to the present value of future cash flows that the company expects from the continuous use
of the asset and its disposal at the end of its useful life. If the recoverable amount of an asset is lower than its book
value, the asset in question is written down.
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The monitoring of the main impairment indicators, carried out by the Group at 30 June 2022, revealed evidence
of a potential impairment of the equity investments held in AXA-MPS Assicurazioni Vita and AXA-MPS
Assicurazioni Danni. The recoverable value of the equity assets was then calculated using the Appraisal Value
method for AXA-MPS Assicurazioni Vita and the Dividend Discount Model (DDM) method for AXA-MPS
Assicurazioni Danni. In both cases, the recoverable value was higher than the corresponding book value and the
book value of the equity investments was therefore confirmed.

With reference to the goodwill, fully allocated to the Widiba CGU, it should be noted that as at 30 June 2022 the
presence of indicators of impairment was noted, calling for the need to conduct the impairment test. The
comparison between the recoverable value of the CGU represented by Banca Widiba and the corresponding book
value did not reveal any losses in value and the book value of goodwill was therefore confirmed.

Property valuation

The Group applies the revaluation method for the measurement of the value of property assets for business use
pursuant to IAS 16 and of the fair value for investment properties pursuant to IAS 40, for measurement subsequent
to the initial recognition. The revaluation method requires that the assets for business use, whose fair value can be
reliably measured, are recognised at a revalued value, equal to their fair value at the date of the revaluation of value,
net of depreciation and any losses for accumulated impairment. For properties held for investment purposes, the
Group has chosen the fair value measurement method, according to which, after initial recognition, all investment
properties are measured at fair value.

The fair value of the properties, whether they are for business use or investment properties, is determined using
the appropriate appraisals prepared by qualified independent companies operating in the specific sector able to
provide property valuations based on the RICS Valuation standard, which guarantee that the fair value is
determined in line with the indications of IFRS 13 and that the appraisers meet the professional, ethical and
independence requirements in keeping with the provisions of international and European standards.

The Group has decided to bring forward the valuation of all property assets with respect to the standard frequency.
Therefore, at 30 June 2022, the entire property portfolio owned by the Group was subjected to evaluation,
consisting of 1,123 owned assets of which 705 properties for operating use (IAS 16), 8 properties held for sale in
the ordinary course of business of for development and resale (IAS 2), 262 investment properties (IAS 40), 142
properties with mixed classification and 6 properties held for sale (IFRS5).

The valuation methodologies applied by the appraiser are aligned with international IVS (International Valuation
Standards) practices and with the provisions of the Red Book of the Royal Institute of Chartered Surveyors (RICS)
and remained unchanged with respect to the previous valuations of property assets, which took place on 31
December 2021 and 31 March 2021. To learn more about the valuation methods as well as the valuation approach
adopted by the Group, please refer to paragraph A.4 - Information on fair value contained in the Accounting
Policies of Part A of the 2021 Consolidated Financial Statements.

The appraisals were drawn up in full mode for 188 of the properties included in the perimeter (i.e. for 16.7% of
the total number) and on the basis of analysis in desktop mode for the remaining properties (i.e. for 83.3% of the
total number). The market value of the portfolio was estimated as a total of EUR 2,048.1 mln which resulted in an
overall write-down of the property assets for EUR 29.9 mln, of which EUR 19.8 mln euros referring to properties
classified as IAS 16, EUR 8.9 mln relating to properties classified as IAS 40 and EUR 1.2 mln for properties
classified as IAS 2. The overall write-down was recognised as a balancing entry:

- item 260 of the income statement - “Net gains (losses) on property plant and equipment and intangible
assets measured at fair value” for a total of EUR 10.8 mln gross of the related taxation;

- item 120 of the balance sheet - “Valuation reserve” for a total of EUR 19.1 mln gross of the related
taxation.
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Estimation and assumptions on recoverability of deferred tax assets

In compliance with the provisions of IAS 12 and the communication of ESMA of 15 July 2019, the initial
recognition of the DTAs and their subsequent inclusion in the financial statements require a judgement on the
likelihood of recovering the amounts recognised. This valuation was catried out using the same methodological
approach used for the 2021 consolidated financial statements, except for the forecast results for 2022, which was
updated in consequence of the performance of the first half.

Lastly, it should be noted that the new 2022-2026 Business Plan, approved by the Parent Company’s Board of
Directors on 22 June 2022, was not used at this juncture, pending the conclusion of the ECB authorisation process
and the completion of the capital strengthening transaction. For more information, please refer to par. 11.8 “Other
information” in the Notes to the consolidated financial statements - Part B of the 2021 Consolidated Annual
Report.

Rights of use in lease agreements

The standard IFRS 16 indicates that assets for rights of use acquired through lease agreements must be checked
for indicators of impairment, similar to what takes place for owned assets. If they are identified, a comparison is
made between the book value of the asset and the asset’s recoverable amount, i.e. the higher of the fair value and
the value in use, which is the present value of the future cash flows generated by the asset. Any adjustments are
posted to the income statement.

In order to identify events or situations that could lead to impairment, IAS 36 specifies that reference should be
made to indicators obtained from:
- internal sources, such as signs of obsolescence and/or physical deterioration of the asset, restructuring
plans or branch closures;
- external sources, such as the increase in interest rates or other rates of return on the market for
investments that may cause a significant decrease in the recoverable amount of the asset.

As at 30 June 2022, the Group had performed the following checks:
- trend in interest rates used for discounting the payments;
- presence of unused leased properties.

At the reference date of these Condensed Consolidated Half-Yearly Financial Statements, owing to the absence of
further indicators of impairment, no critical factors emerged as concerns the stability of the recoverable amount of
right of use assets.

Rent concessions

As of 30 June 2022, the Parent Company applied the exemption provided for by the IASB document “Covid-19-
Related Rent Concessions” to the assessment of a concession obtained in 2021 as a lessee in a lease, which was
extended to the first half of 2022 without other substantial changes to additional terms or conditions being
introduced. The expedient, applied from the 2020 financial year, is not a significant case for the Group.
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Going concern

The Condensed Consolidated Half-Yeatly Financial Statements as at 30 June 2022 were prepared based on a going
concern assumption.

The assessment of the Group’s ability to continue as a going concern is based essentially on the prospective
evolution of the capital and liquidity position over a time span of at least 12 months. With regard to this, it is
estimated that a prospective capital shortfall could emerge with respect to overall capital requirements within the
evaluation timespan. With regard to liquidity, the position remains strong due to the significant measures
implemented by the ECB.

As at 30 June 2022, as in previous quarters, no shortfall of capital occurred against overall capital requirements. At
the end of the 12-month time horizon from the reporting date, namely 30 June 2023, assuming the scheduled
capital reduction due to the IFRS 9 phase-in and the full implementation of inflation effects on RWAs linked to
the alignment of internal credit risk models with EBA Guidelines, a shortfall of EUR 500 mln could emerge on
the Tier 1 capital aggregate. On the other hand, on 31 December 2022, i.e. before the IFRS9 phase-in effect, the
shortfall could be approximately EUR 50 mln.

The projected capital position is estimated assuming confirmation of the current business/operating model,
excluding the capital strengthening transaction and the related initiatives (e.g. staff exits).

In order to address the potential capital shortfall, which also emerged in the adverse scenario of the EBA 2021
stress tests, a EUR 2.5 bn capital strengthening transaction through a share capital increase has been planned and
will be offered with pre-emption rights to shareholders, at market conditions; this transaction is the basis of the
2022-2026 Business Plan approved by the Board of Directors on 22 June 2022.

The need for capital strengthening is significant and thus determines a potential uncertainty on the use of the going
concern assumption. This uncertainty is mitigated by the full support that the controlling shareholder has repeatedly
provided and again confirmed within the context of this transaction, as better described below.

The transaction, in the form of a capital increase, will be presented to the Shareholders’ Meeting called for 15
September. The Shareholders” Meeting can only be held following the successful completion of the authorisation
process currently underway with the ECB. As regard DG Comp’s assessments, on 2 August, MEF informed that
the Authority approved the revision of the “Commitments” that had been undertaken by the Italian Republic in
order to enable the precautionary recapitalisation of the Bank in 2017, in compliance with EU and Italian
regulations and that the revised Commitments were considered consistent with the 2022-2026 Business Plan
targets.

Regarding the execution of the transaction, as already mentioned, the MEF confirmed its readiness to “support the
capital strengthening measures the Bank will undertake in the framework of the 2022-2026 Business Plan (...), for its relevant share
at market conditions, and in accordance with the requirements that may be established by the Supervisory and Control Authorities”.
In addition, the Bank has signed a pre-undenwriting agreement for the Capital Increase concerning the commitment
- subject to conditions in line with market practice for similar transactions, including, the institutional investors’
positive feedback on the proposed capital increase transaction and agreement on its final terms and conditions — to
enter into an underwriting agreement for the newly-issued ordinary shares that remain unsubscribed at the end of
unsubscribed rights offering pursuant to art. 2441, paragraph 3, of the Italian Civil Code.

The Bank is continuing to provide all the necessary clarifications requested by the ECB as part of the relevant
preliminary activity, and it is believed that the ECB will conclude the approval processes in the coming weeks, and,
in any case, before 15 September, the date on which the Shareholders’ Meeting is scheduled.

In the context outlined, it cannot be excluded that, in principle, unforeseeable circumstances and elements may
occur that could affect the authorisation process as well as the Parent Company’s capital strengthening process;
moreover, even in the presence of these authorisations there is no guarantee that there are the market conditions
that can allow the effectiveness start and the fully subscription of the capital increase. In principle, said context
throws up significant uncertainties.

However, taking into account the discussions held with the Authorities so far, it is believed that the potential capital
shortfall can be overcome with the execution of the proposed capital strengthening transaction, subject to
completion of the authorisation process described above.

With regard to the indications contained in Document no. 2 of 6 February 2009 and Document no. 4 of 3 March
2010, issued jointly by the Bank of Italy, Consob and ISVAP, and subsequent amendments, the Directors, having
considered the significant uncertainty with regard to the execution of the Parent Company’s recapitalisation, which
may give rise to significant doubts on the Group’s ability to continue to operate as a going concern, believe that,
taking into account the status of the actions taken, these assessments as a whole support the reasonable expectation
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that the Group will continue to operate as a going concern in the foreseeable future and therefore the use of the
going concern assumption in preparing these condensed Consolidated half-yeatly financial statements.
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Explanatory Notes 48
Scope and methods of consolidation
Investments in wholly-owned subsidiaries
Ownershp
Relationship .
. Type of Available
Name Headquarters Registered relationship votes %
(Oiitee *) Held Shareholding (%)
by %
Companies
BANCA MONTE DEI PASCHI DI SIENA Sp.a. Siena Siena
A.1 Companies consolidated on a line-by-line basis
MPS CAPITAL SERVICES BANCA PER LE IMPRESE
Spa. Florence Florence 1 A0 100.000
MPS LEASING E FACTORING BANCA PER I Siena Siena 1 AD 100.000
SERVIZI FINANZIART ALLE IMPRESE Sp.a.
MONTE PASCHI FIDUCIARIA S,p.a. Siena Siena 1 A0 100.000
WISE DIALOG BANK S.p.a. - WIDIBA Milan Milan 1 A0 100.000
MPS TENIMENTI POGGIO BONELLI E CHIGI Castelnuovo  Castelnuovo A0 100,000
SARACINI SOCIETA"' AGRICOLA Spa. Berardenga (SI) Berardenga (SI)
GIMM ASTOR S.l. Lecce Lecce 1 A0 52.000
AIACE REOCO Sl in liquidazione Siena Siena 1 A0 100.000
ENEA REOCO S.tl. in liquidazione Siena Siena 1 A0 100.000
CONSORZIO OPERATIVO GRUPPO Siena Siena 1 AD 99760
MONTEPASCHI Scc.pa.
Al 0.060
A2 0.030
A3 0.030
A4 0.030
99.910
MAGAZZINI GENERALI FIDUCIARI DI MANTOVA
Spa. Mantua Mantua 1 A0 100.000
MONTE PASCHI BANQUE S.A. Paris Paris 1 A0 100.000
MONTE PASCHI CONSEIL RANCESOCETEPAR s, g A 00
IMMOBILIERE VICTOR HUGO S.C.L Paris Paris All 100.000
MPS COVERED BOND S.r.l. Conegliano Conegliano 1 A0 90.000
MPS COVERED BOND 2 S.r.l. Conegliano Conegliano 1 A0 90.000
CIRENE FINANCE S.r.l. Conegliano Conegliano 1 A0 60.000
SIENA MORTGAGES 07-5 Sp.a. Conegliano Conegliano 4 A0 7.000
SIENA MORTGAGES 09-6 S.r.l. Conegliano Conegliano 4 A0 7.000
SIENA MORTGAGES 10-7 S.r.l. Conegliano Conegliano 4 A0 7.000
SIENA LEASE 2016 2 Sl Conegliano Conegliano 4 A0 10.000
SIENA PMI 2016 S.r.l. Conegliano Conegliano 4 A0 10.000

(*) Type of relationship:

1.
2.

= majority of voting rights at ordinary shareholders’ meetings
= unified management under art. 39, paragraph 2 of “Leg. Decree 136/2015”

(**) Votes available in the ordinary shareholders’ meeting, distinguishing between actual and potential
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The Condensed Consolidated Half-Yearly Financial Statements include the balance sheet and income statement
data of the Parent Company and its direct and indirect subsidiaries. In particular, the scope of consolidation, as
specifically set out in the IAS/IFRS, includes all subsidiaties, irrespective of their legal status, of business activity
pursued in sectors other than the Parent Company’s core business, of their being going concerns or wound-up
companies, or of whether the equity investment consists of a merchant banking transaction. The scope of
consolidation includes all types of entities, regardless of nature, for which the concept of control introduced by
IFRS 10 applies. Structured entities are also consolidated when the requirement of actual control is satisfied, even
if there is no stake in the entity.

For further information on the methods of consolidation, reference should be made to the Notes to the 2021
Consolidated Financial Statements, Part A ““Accounting Policies”.

There are no changes in the consolidation area compared to the situation as at 31 December 2021.
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Income statement and balance sheet reclassification principles

The balance sheet and income statement are shown below in reclassified form according to management criteria
in order to provide an indication of the Group’s general performance based on economic and financial information
that can be quickly and easily determined.

A disclosure is provided below on the aggregations and main reclassifications systematically performed with respect
to the financial statements established by Circular no. 262/05, in compliance with the requirements laid out by
Consob in communication no. 6064293 of 28 July 2006.

Income statement data

The following are the reclassification criteria adopted for drafting the reclassified income statement:

e Jtem “Netinterest income” is shown net of the negative contribution of the Purchase Price Allocation (PPA),
equal to EUR -1.8 mln, referring to past business combinations, which was reclassified in a special item.

e The item “Net fees and commissions” includes the balance of financial statement items 40 “Fee and
commission income” and 50 “Fee and commission expense”.

e Item “Dividends, similar income and gains (losses) on investments” incorporates item 70 “Dividends
and similar income” and the relevant portion of profits from related investments in AXA, consolidated using
the equity method, equivalent to EUR 11.4 mln, included in item 250 “Gains (losses) on investments”. The
aggregate was also cleared of dividends earned on equity securities other than equity investments (EUR 4.3
mln), reclassified to item “Net profit (loss) from trading, the fair value measurement of assets/liabilities and
gains from disposals/repurchases”.

e Theitem “Net profit (loss) from trading, the fair value measurement of assets/liabilities and Net gains
(losses) on disposals/repurchases” includes the values of items 80 “Net profit (loss) from trading”, 100
“Gains/(losses) on disposal/repurchase”, net of the contribution of loans to customers (EUR +1.5 mln),
posted to the reclassified item “Cost of customer credit”, and 110 “Net profit (loss) from financial assets and
liabilities measured at fair value through profit or loss”, net of contributions from loans to customers (EUR
+5.7 mln) and securities detiving from sale/secutitisation transactions of non-performing loans'® (EUR -1.1
mln) posted to the reclassified item “Cost of customer credit”. In addition, the aggregate incorporates dividends
earned on equity securities other than equity investments (EUR +4.3 mln).

e Item “Net profit from hedging” includes financial statement item 90 “Net profit from hedging”.

e Jtem “Other operating income (expense)” includes the balance of item 230 “Other operating
expenses/income” net of stamp duties and other expenses recovered from customers, which are included in
the reclassified item “Other administrative expenses” (EUR 109.2 mln) and net of the component relating to
rental income, which is posted to “Net value adjustments to property, plant and equipment and intangible
assets” (EUR 5.6 mln).

e The Item “Personnel expenses” includes the balance of item 190a “Personnel expenses” from which an
amount of EUR -2.4 mln has been excluded, reclassified under “Restructuring/one-off costs”.

e Item “Other administrative expenses” includes the balance of financial statement item 190b “Other
administrative expenses”, reduced by the following cost items:

- expenses, amounting to EUR 88.7 mln, resulting from the EU Deposit Guarantee Schemes Directive
(hereinafter “DGSD”) and Bank Recovery Resolution Directive (hereinafter “BRRD”) for the resolution
of bank crises, recognised in the reclassified item “Risks and charges associated with SRF, DGS and similar
schemes™;

- DTA fee, convertible into tax credit, for an amount of EUR 31.4 mln posted to the reclassified item “DTA
fee”;

- charges of EUR 0.6 mln, relating to initiatives also aimed at complying with the commitments undertaken
with DG Comp, stated under reclassified item “Restructuring costs/One-off charges”.

This item also includes the portion of stamp duty and other expenses recovered from customers (EUR 109.2

mln) posted under item 230 “Other operating expenses/income” in the financial statements.

e Jtem “Net value adjustments to property, plant and equipment and intangible assets” includes the values
of items 210 “Net value adjustments to (recoveries on) property, plant and equipment” and 220 “Net value
adjustments to (recoveries on) intangible assets” and was cleared of the negative contribution (EUR -0.4 mln)

'8 Starting from December 2021, the economic effects relating to securities deriving from multi-originator sales of non-performing loan
portfolios associated with the type of the assighment to (i) a mutual investment fund with allocation of the corresponding shares to the
transferring intermediaries or to (ii) a securitisation vehicle pursuant to Law 130/99 with the simultaneous subsctiption of the ABS securities
by the assignor banks, and accounted for in item 110 “Net profit from other financial assets and liabilities measured at fair value through profit
or loss”, were reclassified to item “Cost of customer credit”.
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referring to the Purchase Price Allocation (PPA), which was recognised in a specific item, while it incorporates
the component of rental income (EUR 5.6 mln) that was recorded in the financial statements under item 230
“Other operating expenses/income”.

e Jtem “Cost of customer credit” includes the income statement components relating to loans to customers of
items 1002 “Gains / losses on disposal or repurchase of financial assets measured at amortised cost” (EUR
+1.5 mln), 110b “Net profit (loss) on financial assets and liabilities measured at fair value as per mandatory
requirements” (EUR +5.7 mln), 130a “Net impairment (losses)/reversals for credit risk on financial assets
measured at amortised cost” (EUR -225.5 mln), 140 “Gains/(losses) on contractual changes without
cancellations” (EUR -1.1 mln) and 200a “Net provisions for risks and charges - commitments and guarantees
given” (EUR -6.6 mln). The item also includes the income statement components relating to securities deriving
from the sale/secutitisation of non-performing loans recognised in item 110b “Net result of other financial
assets measured at fair value as per mandatory requirements” (EUR -1.1 mln).

e The item “Net impairment losses on securities and bank loans” includes the portion relating to securities
(EUR -0.7 mln) and loans to banks (EUR +2.5 mln) of item 130a “Net impairment (losses)/reversals for credit
tisk of financial assets measured at amortised cost” and item 130b “Net impairment (losses)/teversals for credit
risk of financial assets measured at fair value through other comprehensive income” (EUR -0.1 mln).

e Jtem “Other net provisions for risks and charges” includes the balance of financial statement item 200 “Net
provisions for risks and charges”, reduced by component relative to loans to customers of item 200a “Net
provisions for risks and charges - commitments and guarantees given” (EUR -6.6 mln), which was included in
the specific item “Cost of customer credit”.

e Jtem “Other gains (losses) on investments” includes the balance of item 250 “Gains (losses) on
investments”, cleared of the portion of profit relative to the related investments in AXA, consolidated with the
equity method, equal to EUR 11.4 mln, reclassified under item “Dividends, similar income and gains (losses)
on equity investments”.

e Item “Restructuring/One-off costs” includes the following amounts:

- charges amounting to EUR 2.4 mln, recognised in the financial statements under item 190a
“Personnel expenses”;

- charges of EUR 0.6 mln, relating to project initiatives, also aimed at complying with the commitments
undertaken with DG Comp, accounted for in the financial statements under item 190b “Other
administrative expenses”.

e JItem “Risks and charges associated with SRF, DGS and similar schemes” includes expenses deriving
from the EU directives DGSD on deposit guarantee schemes and BRRD on the resolution of bank crises,
equivalent to EUR 88.7 mln, posted in the financial statements under item 190b “Other administrative
expenses”.

e The Item “DTA fee” includes the expenses related to the fees paid on DTAs that can be converted into tax
credit as set forth in art. 11 of decree-law no. 59 of 3 May 2016, converted into Law no. 119 of 30 June 2016,
recognised in the financial statements under item 190b “Other administrative expenses”, for EUR 31.4 mln.

e Item “Net gains (losses) on property, plant and equipment and intangible assets measured at fair
value” includes the balance of financial statement item 260 ‘“Net gains (losses) on property, plant and
equipment and intangible assets measured at fair value”.

e Item “Gains (losses) on disposal of investments” includes the balance of financial statement item 280
“Gains (losses) on disposal of investments”.

e Jtem “Tax expense (recovery)” includes the balance of item 300 “Tax expense (recovery) on income from
continuing operations” cleared of the theoretical tax component relating to the Purchase Price Allocation
(PPA), which was reclassified to a specific item for an amount of EUR 0.7 mln.

The overall negative effects of the Purchase Price Allocation (PPA) were reclassified to a specific item, excluding

them from affected income statement items (in particular “Net interest income” for EUR -1.8 mln and “Net value

adjustments to property, plant and equipment and intangible assets” for EUR -0.4 mln, net of a theoretical tax
burden of EUR +0.7 mln which was added to the item).
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Balance sheet data

The following are the reclassification criteria adopted for drafting the reclassified balance sheet:

asset item “Loans to central banks” includes the portion relating to operations with central banks of item
40 “Financial assets measured at amortised cost”;

the asset item “Loans to banks” includes the portion relating to loans to banks of financial statement items
p g
40 “Financial assets measured at amortised cost”, item 20 “Financial assets measured at fair value through
3> g
profit or loss” and item 120 “Non-current assets held for sale and disposal groups™;

asset item “Loans to customers” includes the portion relating to loans to customers of financial statement
items 20 “Financial assets measured at fair value through profit or loss”, item 40 “Financial assets measured
at amortised cost” and item 120 “Non-current assets held for sale and disposal groups”;

asset item “Securities assets” includes the portion relating to securities of item 20 “Financial assets measured
at fair value through profit or loss”, item 30 “Financial assets measured at fair value through other
comprehensive income”, item 40 “Financial assets measured at amortised cost” and item 120 “Non-current
assets held for sale and disposal groups™;

asset item “Derivatives” includes the portion relating to derivatives of items 20 “Financial assets measured at
fair value through profit or loss” and item 50 “Hedging derivatives”;

asset item “Equity investments” includes item 70 “Equity Investments” and the portion relating to
investments of item 120 “Non-current assets held for sale and disposal groups™;

asset item “Property, plant and equipment and intangible assets” includes item 90 “Property, plant and
equipment”, item 100 “Intangible assets” and the amounts related to property, plant and equipment and
intangible assets in item 120 “Non-current assets held for sale and disposal groups”;

asset item “Other assets” includes item 60 “Change in value of macro-hedged financial assets”, item 130
g g

“Other assets”, and the amounts in item 120 “Non-current assets held for sale and disposal groups” not

included in the previous items;

liability item “Due to customers” includes item 10b “Financial liabilities measured at amortised cost - deposits
from customers” and the component relating to customer securities of item 10c “Financial liabilities measured
at amortised cost - Debt securities issued”;

liability item “Securities issued” includes item 10c “Financial liabilities measured at amortised cost - Debt
securities issued”, excluding the component relating to customer securities, and item 30 “Financial liabilities
measured at fair value”;

liability item “Due to central banks” includes the portion of item 10a “Financial liabilities measured at
amortised cost - Due to banks” relating to operations with central banks;

liability item “Due to banks” includes the portion of item 10a “Financial liabilities measured at amortised
cost - Due to banks” relating to operations with banks (excluding central banks);

liability item “On-balance-sheet financial liabilities held for trading” includes the portion of item 20
“Financial liabilities held for trading” net of the amounts relating to derivatives for trading;

liability item “Derivatives” includes item 40 “Hedging derivatives” and the portion related to derivatives in
item 20 “Financial liabilities held for trading”;

liability item “Provision for specific use” includes item 90 “Employee severance pay” and item 100
“Provisions for risks and charges”;

liability item “Other liabilities” includes item 50 “Adjustment of macro-hedged financial liabilities”, item 70
“Liabilities associated with disposal groups” and item 80 “Other liabilities”;

liability item “Shareholders’ equity of the Group” includes item 120 “Valuation reserves”, item 130 “Redeemable
shares”, item 150 “Reserves”, item 170 “Share capital”, item 180 “Treasury shares” and item 200 “Profit (loss) for
the period”.
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Reclassified income statement

Reclassified Consolidated Income Statement

Change
MONTEPASCHI GROUP 30 06 2022 30 06 2021
Abs. %

Net interest income 660.0 585.2 748 128%
Net fee and commission income 728.2 754.5 (263)  -35%
Income from banking activities 1,388.2 1,339.7 48.5 3.6%
Dividends, similar income and gains (losses) on investments 252 55.4 (30.2) -54.5%
Net profit (loss) from trading, the fair value measurement of assets/liabilities
and Net gains (losses) on disposals/repurchases 824 176.7 O43) -53:4%
Net profit (loss) from hedging 7.8 1.9 59 n.m.
Other operating income (expenses) 18.3 (12.5) 30.8 n.m.
Total Revenues 1,522.0 1,561.2 (39.3) -2.5%
Administrative expenses: (980.5) (984.8) 43 -04%

2) personnel expenses (712.7) (718.8) 61 -09%

b) other administrative expenses (267.9) (266.0) 1.9 0.7%
Net value adjustments to property, plant and equipment and intangible assets (87.9) (88.5) 06  0.7%
Operating expenses (1,068.4) (1,073.2) 4.8 -0.4%
Pre-Provision Operating Profit 453.6 488.0 (344) -11%
Cost of customer credit (224.9) (162.8) (62.1) 38.1%
Net impairment (losses)/reversals on securities and loans to banks 17 1.7 - 0.0%
Net operating income 230.4 326.9 (96.5) -29.5%
Net provisions for risks and charges (78.0) (42.3) (35.7) 84.4%
Other gains (losses) on equity investments i3 0.2) i n.m.
Restructuring costs / One-off costs 3.1) 4.2) 1.1 -272%
Risks and charges associated to the SRF, DGS and similar schemes (88.7) (89.6) 09  -1.0%
DTA Fee (31.4) (31.6) 02 -0.6%
:Z;i?:z (ii):frs)vz)lifroperty, plant and equipment and intangible assets (108) 082) 174 617%
Gains (losses) on disposal of investments 0.8 14.4 (13.6) -94.4%
Profit (Loss) for the period before tax 20.5 145.1 (124.7) -85.9%
Tax (expense)/recovery on income from continuing operations 8.2 58.7 (50.5) -86.1%
Profit (Loss) after tax 28.6 203.8 (175.2) -86.0%
Net profit (loss) for the period including non-controlling interests 28.6 203.8 (175.2) -86.0%
Net profit (loss) attributable to non-controlling interests 0.1) 0.1) - n.m.
Parent Company's Profit (loss) for the period before PPA 28.7 203.9 (175.2) -85.9%
PPA (Purchase Price Allocation) (1.5) 1.8 03 -172%
Parent company's net profit (loss) for the period 27.2 202.1 (174.9) -86.5%

* These items as at 30 June 2021 include the reclassification of economic effects of securities related to sale/ securitization transactions of non-performing loans included
in the item “Cost of Customer credit”
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Quarterly trend in reclassified consolidated income statement

2022 2021

MONTEPASCHI GROUP
2°Q 2022 1°Q 2022 | 4°Q 2021 3°Q 2021 2°Q 2021 1°Q 2021

Net interest income 3369 323.1 323.0 3133 305.6 279.6
Net fee and commission income 359.3 368.9 3712 3583 382.5 3720
Income from banking activities 696.2 692.0 694.2 671.6 688.1 651.6
Dividends, similar income and gains (losses) on investments 11.1 14.1 37.7 20.3 342 212

Net profit (loss) from trading, the fair value measurement of

assets/liabilities and Net gains (losses) on disposals/repurchases 69 26 69 140 197 1570
Net profit (loss) from hedging 32 46 49 58 03 1.6
Other operating income (expenses) 216 62 (10.8) (134) a8 10.7)
Total Revenues 738.9 783.1 720.2 698.3 740.5 820.7
Administrative expenses: (4888)  (4917)| (4713)  (4700)  (4919)  (492.9)

2) personnel expenses (3568  (3559)| (351.1)  (3581)  (3587)  (360.1)

b) other administrative expenses (1320) (1358 (1202 (1119  (1333)  (1327)

) . ol . . bl
Net value adjustments to property, plant and equipment and intangible @42 436 @9 “3.6) @10) @75)

assets

Operating expenses (533.1) (535.3) (519.1) (513.6) (532.9) (540.4)
Pre-Provision Operating Profit 205.8 247.7 201.1 184.7 207.7 280.4

Cost of customer credit (113.7) (111.3) (222.3) 135.1 (88.9) (73.9)
Net impairment (losses)/reversals on securities and loans to banks 2.1 (0.4) 2.5 12 5.4 3.7
Net operating income 94.3 136.1 (18.7) 321.0 124.1 202.7

Net provisions for risks and charges (49.6) (28.4) (32.9) (23.8) (50.8) 8.5

Other gains (losses) on equity investments 0.7) 2.0 0.0 24 2.6 (2.8)
Restructuring costs / One-off costs 29) 0.2 0.8 (3.9 4.1) ©.1)
Risks and charges associated to the SRF, DGS and similar schemes - (88.7) (10.3) (69.4) (21.8) (67.8)
DTA Fee 15.7) (15.8) (15.8) (15.8) (15.9) 15.7)
Net gains (]oss?s) on property, plant and equipment and intangible assets 108) . (153) ) 04) )
measured at fair value

Gains (losses) on disposal of investments 0.9 ©.1) - - (2.6 17.0

Profit (Loss) for the period before tax 15.5 5.0 (92.3) 210.5 311 114.0

Tax (expense)/recovery on income from continuing operations 2.6 55 14.5 (23.7) 52.6 6.1

Profit (Loss) after tax 18.1 10.5 (77.8) 186.8 83.7 120.1

Net profit (loss) for the period including non-controlling interests 18.1 10.5 (77.8) 186.8 83.7 120.1

Net profit (loss) attributable to non-controlling interests 0.1) - 0.1) - - ©.1)
Parent Company's Profit (loss) for the period before PPA 18.2 10.5 (77.7) 186.8 83.7 120.2

PPA (Purchase Price Allocation) 0.7) 0.8) 0.9 0.8) 0.9) 0.9)
Parent company's net profit (loss) for the period 17.5 9.7 (78.6) 186.0 82.8 119.3
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Revenue trends

As at 30 June 2022, the Group achieved total Revenues of EUR 1,522 min, down 2.5% compared to the same
period of last year.

This trend is mainly attributable to the decrease in Other revenues from financial management, which in the first
half of 2022 are affected by lower profits deriving from the sale of the securities, a lower trading result and a
reduced contribution generated by the equity investments in assurance associated companies AXA. On the other
hand, we are witnessing year-on-year growth in the Primary net interest and other banking income thanks to the
improvement in the Interest Margin which more than offset the reduction in Net fee and commission income.

Revenues for the second quarter of 2022 recorded a decrease of 5.6% compared to the previous quarter. In
particular, a decrease was recorded in Other revenues from financial management due to the lower profits from
the sale of securities and the worsening of the trading result only partially offset by the capital gains recorded in
particular on UCIs. The contribution generated by equity investments in assurance associated companies AXA
also fell. Primary net interest and other banking income increased compared to the previous quarter (+ 0.6%),
thanks to the growth of the Interest Margin (+4.3%) only partially offset by the reduction in Net fee and
commission income (-2.6%).

The table below shows the trend in revenues for each of the operating segments identified.

SEGMENT REPORTING _ ngraﬂng Segf‘c‘znts Cotporate Total
Primary segment Retail banking € P o.rate Center Montepaschi Group
Management banking
Chg % Chg % Chg % Chg % Chg %
JR ml 30, 22 © 30, 22 30/06/22 3 22 30, 22
(EUR mln) 0/06/ Y/Y 0/06/ Y/Y 0/06/ /Y 0/06/ Y/Y 0/06/ Y/Y
PROFIT AND LOSS
AGGREGATES
Net interest income 1596  -7.7% 15 n.m. 307.8 5.8% 1911 582% 66001 12.8%
Net f d ission i
ctiee and commission ineome, 4366 56% 501 47% 2750 10% (425  09% 72821 35%
of which:
Fee and commission income 4759  47% 596  47% 3094 3.3% (3.8) -60.7% 841.1 1.2%
Fee and commission expense (39.3) 5.8% 0.5) 0.3% (344)  26.5% (38.7)  19.6% (1129)%  16.29%
Other Revenues from Banking and
. 95  -727% 25 -75.6% 94  -734% 940  -38.8% 1154} -50.7%
Insurance Business
Other operating expenses/income 0.6 n.m. 0.1 n.m. 4.6 n.m. 13.1 n.m. 183 n.m.
Total Revenue 6063  -89% 633 -12.8% 596.8 1.2% 255.6 9.5% 1,5220 ¢ -25%

Net Interest Income amounted to EUR 660 mln as at 30 June 2022, up 12.8% compared to the same petiod of
2021. This growth was driven primarily by (i) the increased contribution of the commercial segment, thanks to the
lower cost of funding, which made it possible to more than offset lower interest on loans; (ii) the positive effects
of access to TLTRO III auctions, (iii) the lower cost incurred for the liquidity deposited at central banks, following
the reduction in the relative volumes, and (iv) the lower cost of market funding, which benefitted from the maturity
of some securities. It should be noted that the positive effects linked to access to the TLTRO III auctions relating
to the first half of 2022 amounted to EUR 145 mln (EUR 128 mln in the first half of 2021 and the cost of liquidity
deposited at central banks totalled EUR 48 mln (EUR 52 mln in the first half of 2021).

The interest margin for the second quarter of 2022 increased compared to the previous quarter (+4.3%) mainly
thanks to the greater contribution of loans, which benefited from higher volumes and rates compared to the
previous quarter, and to the lower cost of funding, with a re-composition of the sfock on less expensive components.
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Chg. Y/Y Chg. Q/Q
Items 30 06 2022 30 06 2021 2°Q 2022 1°Q 2022
Abs. % Abs. %

Loans to customers measured at 651.6 6138 378 62% 3362 3154 207 66%
amortised cost
Loans to Banks measured

. 2.2 8.5) 6.2 -73.6% 0.2 (24) 2.6 n.m.
at amortised cost
Loans to central banks 97.3 76.2 21.2 27.8% 46.3 51.0 47 93%
Government securities and other 5.6 630 @4 A% 279 277 02 07%
non-bank issuers at amortised cost
Securiries issued (159.0) (173.3) 14.3 -8.3% (79.6) (79:4) 02  03%
Hedging derivatives (325) 29.2) (3.3) 11.3% (16.6) (15.9) 0.7)  44%
Trading portfolios 189 16.8 2.1 12.5% 7.9 11.0 (3.1) -282%
Portfolios measured at fair value 3.0 24 0.6 25.0% 1.5 15 - 0.0%

. . fai

Financial assets measured at' ajf value 212 217 05) 23% 101 11 10 90%
through other comprehensive income
Other financial assets and liabilities 6.1 23 3.8 n.m. 3.0 3.1 ©0.1)  -32%
Net interest income 660.0 585.2 74.8 12.8% 336.9 3231 13.7 4.3%
of which: interest income on impaired financial 288 281 0.7 25% 143 145 02 -14%

assets

Net fee and commission income as at 30 June 2022, totalling EUR 728 mln, declined compared to the same
period of the previous year (-3.5%). The decrease is attributable to lower income from asset management (-7.7%),
mainly due to lower commissions on product placement. Income on protection and the securities service also fell,
while continuing commissions increased. Commissions from traditional banking services recovered compared to the
same period of the previous year, while Other net commissions also decreased due to the effect of synthetic
securitisation transactions carried out in the third quarter of 2021.

The contribution of the second quarter of 2022 was down in comparison with the previous quarter (-2.6%) mainly
due to the reduction in commissions on asset management (EUR -11 mln). Both commissions on product
placement and continuing commissions were down, reflecting the decline in volumes deriving from the negative
market effect. Compared with the previous quarter, commissions from traditional banking services remained stable.

Change Y/Y Change Y/Y
Services/value 30062022 30062021 ——  2°Q2022 1°Q2022 —M—
abs. % abs. %
Assets under management fee 352.0 381.5 (29.5) -1.7% 170.6 1814 (10.7) -5.9%
Product placement 112.9 140.9 (28.0) -19.9% 53.2 59.7 (6.5) -10.8%
Continuing fees 199.0 192.3 6.8 3.5% 96.9 102.1 (5.1)  -5.0%
Placement of securities 18.3 21.8 3.5) -16.1% 9.4 8.9 0.5  5.9%
Sales of Protection 21.7 26.5 (4.8) -18.0% 11.0 10.7 04  3.5%
Fee and commisions from traditional
s 428.0 416.6 14 2.7% 213.9 2141 (0.2) -0.1%
activities
Credit fees 182.0 186.8 (4.8) -2.5% 87.7 94.3 6.7) -71%
Fees from foreign service 31.4 24.7 6.7 27.3% 16.5 14.9 1.5 10.4%
Other services 214.6 205.2 9.4 4.6% 109.8 104.8 50 4.7%
Other fee and commission income (51.9) (43.6) 82) 18.9% (25.3) (26.6) 1.3 -4.9%
Net fees and commission income 728.2 754.5 (26.3)  -3.5% 359.3 3689 (9.6) -2.6%
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For an analysis of the fee and commission income and for the disclosure on disaggregation of revenues, as required
by IFRS 15.114-115, the table below shows the trend in fees and commissions for each of the operating segments
identified.

SEGMENT REPORTING Operating Segments Total
Corporate .
: M ontepaschi
Primary segment Ret:.ul Wealth Corpo.rate Center Group
banking Management banking
30/06/22 30/06/22 30/06/22 30/06/22 30/06/22
Assets under management fee 288.4 53.6 11.3 - 353.4
Product placement 106.3 4.0 2.7 - 113.0
Continuing fees 148.3 46.5 4.5 - 199.2
Placement of securities 15.9 3.0 0.6 - 19.4
Sales of Protection 18.0 0.1 3.6 21.7
Fe(.a é.lr.ld commisions from traditional 180.8 33 276.7 i 460.8
activities
Credit fees 353 0.9 162.7 1989
Fees from foreign service 2.6 0.1 31.6 - 344
Other services 142.9 2.3 824 2275
Other fee and commission income 6.6 2.7 214 (3.8 269
Net fees and commission income 475.9 59.6 309.4 3.8) 841.1

A total of 42.0% of the Group’s Fee and commission income by Operating segments derives from products
(management, placement and custody), 23.6% from loans (granting and utilisation) and 34.3% from services
(account maintenance, payments, etc.).

More specifically, 60.6% of Retail banking fee and commission income is attributable to product fees and
commissions, 7.4% to income from loans and 32.0% to fees and commissions on services. Wealth Management
commission income essentially refers to the product component (90.0%); Corporate banking fee and commission
income is instead mainly concentrated on the credit (52.6%) and services (43.7%) components.

Dividends, similar income and gains (losses) on investments totalled EUR 25 mln and fell when compared
to 30 June 2021, due to lower income generated by the equity investments in assurance associated companies
AXAY. The contribution for the second quarter of 2022 was down by EUR 3 mln compared to the previous
quarter, again due to a lower contribution from the proceeds generated by the equity investments in assurance
associated companies AXA.

Net profit (loss) from trading, fair value measurement of assets/liabilities and gains on
disposals/repurchase as at 30 June 2022 amounted to EUR 82 mln, a dectease of EUR 94 mln compared to the
values recorded in the same period of the previous year and with a contribution in the second quarter of 2022
down by EUR 69 mln compared to the previous quarter, mainly due to lower gains on disposal of securities. The
analysis of the main aggregates shows the following:

e Net result of trading activity essentially nil, compared to the value of EUR 32 mln recorded in the same
period of the previous year, with a reduction in both the contribution of trading activities and the value of
derivatives hedging the bond liabilities at fair value option. The reduction in value of derivatives is offset by the
benefit generated by the reduction in value of the corresponding hedged bond liabilities and recorded under
the item “Net result of other assets / liabiliies measured at fair value as a balancing entry in the income
statement”.

The result for the second quarter of 2022 is down on the previous quarter (EUR -32 mln) which had benefited
from a greater contribution from trading results, in particular from MPS Capital Services.

e Net result of other assets / liabilities measured at fair value as a balancing entry to the profit and loss
account for EUR 34 mln, an increase compared to the EUR 14 mln recorded in the same period of the
previous year thanks to the capital gains recorded in particular on UCITs and the benefit generated by the

19 AXA-MPS is consolidated in the Group’s financial statements using the equity method.
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reduction in the value of the bond liabilities which, as mentioned above, offsets the reduction in value recorded

by the corresponding hedging derivatives and recognised under the item “Net #rading income”. The contribution

of the second quarter of 2022, equal to EUR +23 mln, improved by EUR 12 mln compated to the previous
quarter, due in particular to the capital gains recorded on UCITS.

Positive results from disposal/repurchase (excluding customer loans at amortised cost) of EUR 49 mln,
with a decrease of EUR 82 mln attributable to lower income on the sale of securities. The contribution of the
second quarter of 2022 is down compared to the previous quarter (EUR -49 mln), again due to the lower profits
deriving from the sale of securities.

Chg. Y/Y Chg. Q/Q
Items 30062022 30062021 ———— X X  2°Q 2022 1°Q2022 ———
Abs. % Abs. %

Financial assets held for trading (268.1) (33.2) (234.9) n.m. (170.0) (98.1) 719  733%
Financial liabilities held for trading 2238 67.6 156.2 n.m. 1134 1104 3.0 2.7%
Exchange rate effects 9.0 4.9 4.1 83.7% 3.0 6.0 3.0)  -50.0%
Derivatives 35.1 6.9 420 n.m. 373 22 39.5 n.m.
Trading results 0.2) 32.4 (32.6) n.m. (16.3) 16.1 (32.4) n.m.
Net profit (loss) from other financial assets and
liabilities measured at fair value through profit 338 13.5 203 n.m. 231 10.8 12.3 n.m.
or loss
Disposal / repurchase (excluding loans to

488 130.8 8200 -62.7% 0.1 487 (48.6)  -99.9%

customers measured at amortised cost)

Net profit (loss) from trading, the fair value
measurement of assets /liabilities and Net 82.4 176.7 %94.3) -53.4% 6.9 75.6 (68.7)  -90.9%

gains (losses) on disposals/repurchases

* These items as at 30 June 2021 include the reclassification of economic effects of securities related to sale/ securitization transactions of non-performing loans included
in the item “Cost of Customer credit”

The following items are also included in Revenues:

Net profit (loss) from hedging positive for EUR 8 mln, an increase compated to the first half of 2021
(EUR +2 mln) and with a contribution of the second quarter of 2022 down on the previous quarter (EUR -

1.4 mln);

Other operating income/expense, totalling a positive EUR 18 mln, improved compated to the result
recorded in the first half of 2021 (equal to EUR -13 mln), and with an improved contribution in the second
quarter with respect to the previous quarter (equal to EUR -3 mln).

Management costs: operating expenses

As at 30 June 2022, Operating expenses were equal to EUR 1,068 mln, a slight decrease compared to the
corresponding period of the previous year (-0.4%) and with a contribution in the second quarter of 2022 down
slightly compated to the previous quarter (-0.4%). A closer look at the individual aggregates reveals the following:

Administrative expenses amounted to EUR 981 mln and declined slightly compared to the first half of 2021
(-0.4%), with a contribution in the second quarter of 2022 down by 0.6% compared to what was recorded in
the previous quarter. A breakdown of the aggregate shows:

- Personnel expenses, totalling EUR 713 mln, were down 0.9% compared to the first half of 2021,
benefiting from workforce reduction trends. The contribution of the second quarter of 2022 shows a
slight increase compared to the previous quarter (+ 0.3%).

- Other administrative expenses, which amounted to EUR 268 mln, were up compared to the same
period of the previous year (+0.7%). On the other hand, the contribution of the second quarter of 2022
was down compared to the previous quarter (-2.8%) thanks also to efficient cost reduction actions.

Net value adjustments to property, plant and equipment and intangible assets totalled EUR 88 mln as
at 30 June 2022, a slight decrease of -0.6% compared to the same period of the previous year. The aggregate,
on the other hand, increased compared to the previous quarter (+1.4%).
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Chg Y/Y Chg Q/Q
Type of transaction 30062022 30062021 ———  2°Q 2022 1°Q 2022 —M8M
Abs. % Abs. %
Wages and salaries (5125 (520.8) 83  -1.6% (256.3) (2562 0.1) 0.0%
Social-welfare charges (140.0) (142.2) 22 -15% (69.8) (70.2) 04 -0.6%
Other personnel expenses (60.2) (55.8) 44 7.8% (30.7) (29.5) (1.2 4.2%
Personnel expenses (712.7) (718.8) 61  -0.9% (356.8) (355.9) 0.9) 0.3%
Taxes (111.3) (111.3) - 0.0% (56.0) (55.3) 0.7) 1.3%
Furnishing, real estate and security
(42.5) (42.9) 04  -09% (19.0 (23.5) 45  -191%
expenses
General operating expenses 94.9) 96.9) 2.0 -2.1% (42.9) (52.0) 9.1  -17.5%
Information technology expenses (65.6) (67.5) 19 -2.8% (34.6) (31.0) (3.6) 11.6%
Legal and professional expenses (38.3) (34.3) 40) 11.7% (23.6) 14.7) 8.9  60.5%
Indirect personnel costs 25) 25) - 0.0% (1.6 0.9 ©0.7)  77.8%
Insurance (10.3) (23.9) 136 -56.9% (5.5) “4.8) 0.7y  14.6%
Advertising, sponsorship and
. (15 @.7) 02 -11.8% 0.8) 0.7) 0.1)  143%
promotions
Other (10.2) 6.2) 4.0)  64.1% “4.8) (5.3) 0.5 9.5%
Expenses recovery 109.2 121.2 (1200  -9.9% 56.8 524 44 8.4%
Other administrative expenses (267.9) (266.0) 19  0.7% (132.0) (135.8) 3.8  -2.8%
Property, plant and equipment (54.5) (55.1) 06  -11% (27.5) 27.) 0.4 1.5%
Intangible assets (334) (334) - 0.0% (16.8) (16.6) 0.2) 1.2%

Net value adjustments to
property, plant and equipment (87.9) (88.5) 0.6  -0.7% (44.2) (43.6) (0.6) 1.4%

and intangible assets
Operating expenses (1,068.4)  (1,073.2) 48  -05%  (533.1)  (535.3) 23 -0.4%
As a result of these trends, the Group’s Gross operating profit was equal to EUR 454 min (EUR 488 mln as at

30 June 2021), with a contribution of the second quarter of 2022 down roughly EUR 42 mln on the previous
quarter.
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Cost of customer credit

At 30 June 2022 the Group recognised a Cost of Customer Credit equal to EUR 225 mln, an increase compared
to the EUR 163 mln recorded in the same period of the previous year, mainly due to the adjustments related to the
sale of impaired loans and, therefore, the use of sales scenarios in the estimation models.

As at 30 June 2022, the ratio between the Cost of Customer Credit and the sum of Customer Loans and the value
of securities deriving from the sale/securitisation of non-performing loans results in a Provisioning Rate of 57
bps (56 bps as at 31 March 2022 and 31 bps as at 31 December 2021).

Chg. Y/Y Chg. Q/Q
Items 30062022 30062021 —  2°Q 2022 1°Q 2022
Abs. % Abs. %
Loans to customers measured at amortised
(226.6) (160.1)  (66.5)  41.5% (111.5) (115.2) 37 -32%
cost
Modification gains/ (losses) 1.1 (5.3) 6.4 n.m. 12 ©.1) 13 n.m.
Gains/ (losses) on disposal/repurchas.e of s 02 17 o 13 02 L o,
loans to customers measured at amortised cost
Net change of Loans to customers 57 49 106 28 85 13
mandatorily measured at fair value ’ “9) ’ - @8 ’ 11.3) o
Net provisions for risks and charges on
. . 6.6) 77 (14.3) n.m. (1.9) 4.7 28 -59.6%
commitments and guarantees issued
Cost of customer credit (224.9) (162.8) (62.1) 38.1% (113.7) 1L3)  (24) 2.2%

* These items as at 30 June 2021 include the reclassification of economic effects of securities related to sale/ securitization trans