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 Approaching the 1Q24 report season, we are revising UP banks’ valuations, factoring in a 
lower CoE, on average 1% less, leaving our EPS estimates broadly unchanged. 1Q24 is 
expected to be a good quarter, mainly on the basis of high-for-longer Euribor rates and their 
impact on NII, despite weakish volumes. Meanwhile, CoR remains under control with low 
demand and banks’ risk-averse strategy on new lending. 1Q24 positive results may give more 
visibility on 2024 projections. That said, the greenlight by the ECB on payout policies suggests 
banks’ balance sheets are safer than before: in our view, this means that valuations may find 
further upside potential, not because of EPS upgrades but via a decreasing Market Premium 
leading to a lower Cost of Equity. All the banks are at their 5-y Market Cap highs; however, 
we maintain a NEUTRAL bias also on the back of a rich payout season. Looking forward, we 
still prefer banks that show higher exposure on WM, namely ISP, MB and Credem, in line 
with our 1H24 strategy. 1Q24 should likely see small/mid-cap banks benefitting more from 
NII exposure, while big caps may provide some guidance on hedging facilities set up to 
“contain” weakening NII on decreasing market rates. 

 What to expect in 1Q24. We expect a sound quarter with NII still up Y/Y (down low-single 
digit Q/Q, also on a day-count effect) and low cost of risk on a healthy asset quality 
situation. The NII Y/Y comparison is still favourable given the trends in Euribor rates but will 
lose “power” going forward in the next quarters; incidentally, the stock of loans is still 
decreasing on lack of demand for new lending, especially corporate, on excessively high 
market rates. OpEx are seen up, mainly due to renewal of the national employment 
contract for banking employees, partially offset by early redundancies. To sum up: a good 
quarter is expected for all the banks. 

 Pay date is now. In 1 month, we have all banks going ex-DPS (BAMI/UCG are already ex-date); 
that said, after the 1Q24 release, a few buybacks should be in the pipeline (UCG €3.1bn and 
ISP €1.7bn, MB to follow for up to €0.8bn but to be split over 2 years). 

 Resilient macro trend. Latest BoI data (Feb. 2024) suggest that Italian banks again 
improved their commercial spread, with the rise in funding costs more than offset by higher 
yields on NNM. The other side of the coin is that volumes are clearly suffering. NPLs are 
steady, coverage flattish. Govies still down. 

 M&A. A few BoDs have been renewed and the dividend season is now on. With UCG trading 
at around 1x 2023 t-NAV and €10bn of free capital in their pocket, we wonder if their M&A 
appetite may suddenly change… 

 Valuations. We do not see much room for earnings upgrades apart from possible fine-
tuning after the release of numbers, especially considering that 1) the “rolling” NII Y/Y 
comparison is going to lose “power” in 2H24; 2) if rates go down, banks will try to switch 
clients’ money from AuC (i.e. IT Govies) towards AuM, but this takes time; this, together 
with a sluggish trend in volumes (due to high rates and banks’ risk-averse strategy), may 
imply a weakening of 2H24 NII, which is in our estimates. Banks may count on support from 
dividends and SBBs that could stabilize their valuations together with an incoming good 
1Q24. We are reducing Cost of Equity right now by 1% on average, thus improving banks’ 
valuation. The view is that there has been a turning point in investors’ risk-aversion on 
Italian banks, a situation greenlighted by the regulator, which allowed higher-than 
expected payout policies. Price target changes in the table overleaf. We remain positive on 
WM exposed stocks (ISP, MB, Credem) as we were in the 1H24 strategy, and to banks 
exposed to M&A (BAMI, BMPS, BPSO). We remain NEUTRAL on UCG, BPER since we believe 
they are possible natural bidders. 
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IMPORTANT DISCLOSURES 
The reproduction of the information, recommendations and research produced by Intermonte SIM contained herein and of any its parts is strictly prohibited. None of the contents of this document may be shared with third parties 
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The information and data in this report have been obtained from sources which we believe to be reliable, although the accuracy of these cannot be guaranteed by Intermonte. In the event that there be any doubt as to their reliability, 
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question. For a list of all recommendations made by Intermonte on any financial instrument or issuer in the last twelve months consult the PERFORMANCE web page. 
Intermonte distributes research and engages in other approved activities with respect to Major U.S. Institutional Investors (“Majors”) and other Qualified Institutional Buyers (“QIBs”), in the United States, via Brasil Plural Securities LLC 
under SEC 15a-6 guidelines. Intermonte is not registered as a broker dealer in the United States under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and is not a member of the Securities Investor Protection 
Corporation (“SIPC”). Brasil Plural Securities LLC is registered as a broker-dealer under the Exchange Act and is a member of SIPC. 
 
ANALYST CERTIFICATION 
For each company mentioned in this report the respective research analyst hereby certifies that all of the views expressed in this research report accurately reflect the analyst’s personal views about any or all of the subject issuer (s) or 
securities. The analyst (s) also certify that no part of their compensation was, is or will be directly or indirectly related to the specific recommendation or view in this report.  
The analyst (s) responsible for preparing this research report receive(s) compensation that is based upon various factors, including Intermonte’s total profits, a portion of which is generated by Intermonte’s corporate finance activities, 
although this is minimal in comparison to that generated by brokerage activities.  
Intermonte’s internal procedures and codes of conduct are aimed to ensure the impartiality of its financial analysts. The exchange of information between the Corporate Finance sector and the Research Department is prohibited, as is the 
exchange of information between the latter and the proprietary equity desk in order to prevent conflicts of interest when recommendations are made. 
The analyst responsible for the report is not a) a resident of US; b) an associated person of a U.S. broker-dealer; c) supervised by a supervisory principal of a U.S. broker-dealer. This Research Report is distributed in the U.S. through Brasil 
Plural Securities LLC, 545 Madison Avenue, New York 10022. 
 
GUIDE TO FUNDAMENTAL RESEARCH 
The main methods used to evaluate financial instruments and set a target price for 12 months after the investment recommendation are as follows: 
 Discounted cash flow (DCF) model or similar methods such as a dividend discount model (DDM) 
 Comparison with market peers, using the most appropriate methods for the individual company analysed: among the main ratios used for industrial sectors are price/ earnings (P/E), EV/EBITDA, EV/EBIT, price /sales.  
 Return on capital and multiples of adjusted net book value are the main methods used for banking sector stocks, while for insurance sector stocks return on allocated capital and multiples on net book value and embedded portfolio 

value are used 
 For the utilities sector comparisons are made between expected returns and the return on the regulatory asset base (RAB) 
Some of the parameters used in evaluations, such as the risk-free rate and risk premium, are the same for all companies covered, and are updated to reflect market conditions. Currently a risk-free rate of 4.0% and a risk premium of 5.5% 
are being used. 
Frequency of research: quarterly. 
Reports on all companies listed on the S&PMIB40 Index, most of those on the MIDEX Index and the main small caps (regular coverage) are published at least once per quarter to comment on results and important newsflow. 
A draft copy of each report may be sent to the subject company for its information (without target price and/or recommendations), but unless expressly stated in the text of the report, no changes are made before it is published. 
Explanation of our ratings system: 
BUY: stock expected to outperform the market by over 25% over a 12 month period; 
OUTPERFORM: stock expected to outperform the market by between 10% and 25% over a 12 month period; 
NEUTRAL: stock performance expected at between +10% and – 10% compared to the market over a 12 month period; 
UNDERPERFORM: stock expected to underperform the market by between –10% and -25% over a 12 month period; 
SELL: stock expected to underperform the market by over 25% over a 12 month period. 
Prices: The prices reported in the research refer to the price at the close of the previous day of trading 
 
CURRENT INVESTMENT RESEARCH RATING DISTRIBUTIONS  
Intermonte SIM is authorised by CONSOB to provide investment services and is listed at n° 246 in the register of brokerage firms.  
As at 31 March 2024 Intermonte’s Research Department covered 116 companies. Intermonte’s distribution of stock ratings is as follows: 
 

BUY: 25.21 % 

OUTPERFORM: 46.22 % 

NEUTRAL: 27.73 % 

UNDERPERFORM 00.84 % 

SELL: 00.00 % 

 
The distribution of stock ratings for companies which have received corporate finance services from Intermonte in the last 12 months (50 in total) is as follows: 
 

BUY: 38.78 % 

OUTPERFORM: 51.02 % 

NEUTRAL: 10.20 % 

UNDERPERFORM 00.00 % 

SELL: 00.00 % 

 
 
CONFLICT OF INTEREST 
In order to disclose its possible conflicts of interest Intermonte SIM states that: 
Intermonte is acting as financial advisor to SGG Holding S.p.A. in relation to the voluntary public tender offer launched on SAES Getters S.p.A. 
Intermonte SIM has provided in the last 12 months / provides / may provide investment banking services to the following companies: Aedes, Civitanavi Systems, Cy4Gate, Esprinet, GPI, Greenthesis (formerly Ambienthesis), Growens, Illimity Bank, Maire 
Tecnimont, SAES Getters, Tinexta, Unidata and WIIT. 
Intermonte SIM is acting as counterparty to WIIT Fin S.r.l. in connection with call and put options having WIIT S.p.A. shares and dividends as reference underlying. 
Intermonte SIM is Specialist and/or Corporate Broker and/or Sponsor and/or Broker in charge of the share buy back activity of the following Companies: Abitare In, Aedes, Alkemy, Anima Holding, Antares Vision, Aquafil, Avio, Banca Ifis, Banca 
Sistema, Civitanavi Systems, Cyberoo, Cy4gate, El.En, Elica, Emak, Esprinet, Fimit - Fondo Alpha, Fine Foods, Franchi Umberto Marmi, Go Internet, GPI, Greenthesis (formerly Ambienthesis), IEG, Iervolino & Lady Bacardi Entertainment, IndelB, Intred, 
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Intermonte SIM has a contractual commitment to act as liquidity provider on behalf of third parties for the following company: Banca Sistema. 
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Intermonte SIM, through Websim, which constitute the digital division of Intermonte, acts as a Financial Content Provider on the following companies: Abitare In, Alkemy, Banca Sistema, Bifire S.P.A., B&C Speakers, Cleanbnb, Crowdfundme, Cy4gate, 
Cyberoo, Digital Bros, Digital Magics, Doxee, Ediliziacrobatica Spa, Eles, Elica, Emak, Esi, Esprinet, Eviso, Fae Technology, Fiera Milano, Fope, FOS, Franchi Umberto Marmi, Giglio Group, GPI, Intercos, Intred, Lventure Group, Maps, Masi Agricola, 
Matica Fintec, Neodecortech, Notorious Pictures, Osai Automation System, Racing Force Group, Relatech, Reti, Sciuker Frames, Solid World Group, Spindox Digital Soul, Tamburi, Tesmec, Tinexta, Tps Group, Trendevice, Ulisse Biomed, Wiit. 
Intermonte SIM SpA holds net long or short positions in excess of 0.5% of the overall share capital in the following issuers: 
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