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Baseline Credit Assessment of ba2 confirmed

Paris, October 19, 2020 -- Moody's Investors Service, ("Moody's") today confirmed the Baa3 long-term
deposits ratings of Banca Sella Holding S.p.A. (Banca Sella).

Moody's also confirmed the ba2 Baseline Credit Assessment (BCA) and Adjusted BCA.

Today's rating action concludes the review that was opened on 26 March 2020 (" Moody's takes actions on 15
Italian banks"; https://www.moodys.com/research/--PR_420258 ).

The rating agency also changed the outlook on the long-term deposits to negative from ratings under review.

The full list of affected ratings is at the end of the press release.

RATINGS RATIONALE

Today's action on Banca Sella's BCA reflects Moody's opinion that the bank will be able to maintain its
solvency and liquidity within the difficult operating conditions related to the current economic downturn.

The confirmation of the bank's deposits ratings also reflects the stability of the bank's funding structure, which
results in no change to the very low loss-given-failure on this instrument.

Over the last few years the bank has improved its asset quality by selling bad assets and reducing its stock of
non-performing loans which will reach a low point of 6% of total loans by year-end 2020, slightly below the
current average ratio reported by Italian banks. Nevertheless, the bank's loan book is concentrated on the
small and medium-sized companies' segment, which Moody's considers makes it more vulnerable to the
recession induced by the pandemic.

Despite the importance of the revenues stemming from its fee and commission-based activities, Banca Sella's
recurrent profitability will come under pressure in the current low interest rate environment and likely rise in
impairment charges, given Moody's expectation of a 10.8% drop in Italy's real GDP in 2020 followed by a
partial 6.5% recovery in 2021, despite government and European Union supporting measures.

Banca Sella's capital is modest with a Common Equity Tier 1 (CET1) ratio at 11.6% as of June 2020 (on a
phased-in and standardized approach). Moody's preferred measure of Tangible Common Equity / Risk-
Weighted Assets is materially lower than this, given the bank's high exposure to Italian government bonds
holdings, accounting for more than three times Banca Sella's equity. Banca Sella's capital ratio will however
benefit from the partial sale of two subsidiaries ("Fabrik" and "Hype") on top of regulatory measures yet to be
booked.

The bank recently slightly improved its liquidity, benefitting from increased European Central Bank funding
through the targeted longer-term refinancing operations (TLTRO III). Banca Sella's liquid assets increased by
€1.7 billion in the first half of 2020, accounting for the biggest share of the €2 billion increase of its total assets.
Moody's anticipates that the bank's liquidity will remain sound. The bank's Liquidity Coverage Ratio increased
to a high 211% as of June from 191% six months earlier.

OUTLOOK

The outlook on Banca Sella's long-term deposit ratings was changed to negative from ratings under review.

This reflects the deteriorating operating environment in Italy because of the coronavirus pandemic and the
associated downside risks to the bank's standalone credit profile, particularly the likely rise in problem loans to
small and medium-sized companies, falling profitability and potentially declining capital.

https://www.moodys.com/research/--PR_420258


FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS

An upgrade of Banca Sella's BCA is unlikely given the negative outlook.

However, the deposits ratings could be upgraded if the bank were to issue more bail-in-able debt.

A downgrade of Banca Sella's BCA and Adjusted BCA of ba2 would likely lead to a downgrade of all its ratings
and assessments. The BCA and Adjusted BCA could be downgraded in case of a material deterioration in the
operating environment leading to a worsening of the bank's asset quality, capital, and profitability.

LIST OF AFFECTED RATINGS

Issuer: Banca Sella Holding S.p.A.

..Confirmations:

....Long-term Counterparty Risk Ratings, confirmed Baa2

....Short-term Counterparty Risk Ratings, confirmed P-2

....Long-term Bank Deposits, confirmed Baa3, outlook changed to Negative from Ratings under Review

....Short-term Bank Deposits, confirmed P-3

....Long-term Counterparty Risk Assessment, confirmed Baa2(cr)

....Short-term Counterparty Risk Assessment, confirmed P-2(cr)

....Baseline Credit Assessment, confirmed ba2

....Adjusted Baseline Credit Assessment, confirmed ba2

..Outlook Action:

....Outlook changed to Negative from Ratings under Review

PRINCIPAL METHODOLOGY

The principal methodology used in these ratings was Banks Methodology published in November 2019 and
available at https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1147865 .
Alternatively, please see the Rating Methodologies page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and
Definitions can be found at: https://www.moodys.com/researchdocumentcontentpage.aspx?
docid=PBC_79004.

For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series,
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from
existing ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_79004
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1147865


disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment
resulting from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit
Ratings available on its website www.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit
analysis can be found at https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1133569 .

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND/OR ITS CREDIT
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CREDIT RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
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MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT.
MOODY'S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF
CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY'S
ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL
ADVICE, AND MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND 
PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL,
OR HOLD PARTICULAR SECURITIES. MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND  PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT
FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS, ASSESSMENTS
AND OTHER OPINIONS AND PUBLISHES  ITS PUBLICATIONS WITH THE EXPECTATION AND
UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND
EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE,
HOLDING, OR SALE. 
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INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR 
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YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.
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MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT
INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR
REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM
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All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY'S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing its Publications. 

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
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agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
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use of or inability to use any such information.
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