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Paris, July 01, 2022 -- Moody's Investors Service ("Moody's") today affirmed the Baa3 long-term deposit ratings
of Banca Sella Holding S.p.A. (Sella) and the long-term Counterparty Risk Ratings (CRR) of Baa2.

Moody's also affirmed the ba2 Baseline Credit Assessment (BCA).

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

A full list of affected ratings and assessments can be found at the end of this press release.

RATINGS RATIONALE

The affirmation of Sella's BCA of ba2 reflects Moody's unchanged view on the bank's limited franchise, its
weak solvency but also its sound liquidity profile.

Moody's views Sella's asset quality as one of its weaknesses. Sella's loan portfolio remains structurally
concentrated on the small and medium-sized companies' segment, which Moody's considers makes it more
vulnerable to economic downturns. The bank improved its problem loan ratio by completing disposals but also
because of a dynamic lending activity (+15% between December 2019 and December 2021). Despite this
improvement Sella's problem loan ratio is at 4.3% of total loans in December 2021 compared to the Italian
average of 3.4% according to the Bank of Italy.

Moody's measure of Tangible Common Equity (TCE) / risk-weighted assets (RWA) is at a weak 8.3% as of
December 2021 materially lower than the reported Common Equity Tier 1 (CET1) ratio of 12.3%. This is
because of Moody's adjustment on the bank's material investment in Italian government bonds which are 50%
risk weighted as per Moody's calculation of capital ratios.

Sella's recurrent profitability remains limited. The return on assets adjusted by Moody's for exceptional items
was a mere 0.2% in 2021. The bank faces high level of administrative costs with a cost to income ratio of
79.4% at December 2021 according to Moody's. This is due to the large investments required by its focus on
new technologies, which is compounded by Sella's lack of scale. On its traditional lending activity, Sella also
bears significant loan loss provisions : it was 50 basis points (bps) in 2021 and 76bps in 2020 according to
Moody's estimates.

Nevertheless, Sella's funding and liquidity profiles are sound. Sella's structural excess of deposits over loans,
reflected by a loan to deposit ratio of 64% at year-end 2021, offers ample liquidity buffers. Hence the bank
doesn't rely on the wholesale bond market. Its extensive use of the European Central Bank's Targeted longer-
term refinancing operations (TLTRO) is solely driven by current attractive remuneration terms.

The Baa3 long-term deposit ratings of Sella benefits from an unchanged very low loss given failure under
Moody's Advanced Loss Given Failure (LGF) analysis. This results in two notches of uplift for deposit ratings
from the BCA.

Moody's also left unchanged its assumption of a low probability of government support in view of the small size
of Sella. This results in no additional rating uplift for long-term deposit ratings.

OUTLOOK

The change of the outlook on Sella's long-term deposit ratings to stable from negative firstly reflects Moody's
view that the bank was successful in protecting its soundness against a challenging environment.

Secondly the stable outlook assumes that the bank's financials will remain broadly unchanged over the next
12-18 months despite the deteriorated operating conditions in Italy. Moody's expects Italian GDP to grow by
2.3% in 2022 and 1.7% in 2023 compared with a 6.6% in 2021.



In Moody's view the Italian banking system will witness a moderate asset quality deterioration also considering
the gradual withdrawal of the public support measures adopted during the pandemic. However, Sella's further
disposals of problem loans will somehow offset new inflows.

Sella's capital ratios will only slightly improve in the mid-term despite the adoption of an internal ratings-based
model for the computation of its RWAs because the capital gain will be partially absorbed by lending growth.

Moody's also expects Sella's recurrent profitability to remain subdued despite expected rise of interest income
and fees and commissions.

In its forward-looking view, Moody's also factored in that Sella's liquidity and funding profile will remain sound.

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

The deposit ratings of Sella could be upgraded by a higher BCA. An upgrade of the bank's BCA would be
driven by a material improvement in asset quality, or a strengthening of its capital position.

The deposit ratings could be also upgraded if the bank were to significantly issue senior unsecured or
subordinated debt, or both.

Conversely, a downgrade of Sella's BCA of ba2 would likely lead to a downgrade of all its ratings and
assessments. The 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. The deposit ratings could be also
downgraded if the bank's amount of senior unsecured or subordinated debt, or both were to significantly
reduce.

LIST OF AFFECTED RATINGS

Issuer: Banca Sella Holding S.p.A.

..Affirmations:

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

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

....Long-term Bank Deposits, affirmed Baa3, outlook changed to Stable from Negative

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

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

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

....Baseline Credit Assessment, affirmed ba2

....Adjusted Baseline Credit Assessment, affirmed ba2

..Outlook Actions:

....Outlook changed to Stable from Negative

PRINCIPAL METHODOLOGY

The principal methodology used in these ratings was Banks Methodology published in July 2021 and available
at https://ratings.moodys.com/api/rmc-documents/71997 . Alternatively, please see the Rating Methodologies
page on https://ratings.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 on https://ratings.moodys.com/rating-definitions.

For ratings issued on a program, series, category/class of debt or security this announcement provides certain

https://ratings.moodys.com/rating-definitions
https://ratings.moodys.com/
https://ratings.moodys.com/api/rmc-documents/71997


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 issuer/deal page for the respective issuer on
https://ratings.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
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 https://ratings.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://ratings.moodys.com/documents/PBC_1288235 .

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates
outside the UK and is endorsed by Moody's Investors Service Limited, One Canada Square, Canary Wharf,
London E14 5FA under the law applicable to credit rating agencies in the UK. Further information on the UK
endorsement status and on the Moody's office that issued the credit rating is available on
https://ratings.moodys.com.

Please see https://ratings.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 issuer/deal page on https://ratings.moodys.com for additional regulatory disclosures for each
credit rating.
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CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR
DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND
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RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
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NON-CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN
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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
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MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT
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RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR
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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
the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees,
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
arising where the relevant financial instrument is not the subject of a particular credit rating assigned by
MOODY’S. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any
contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the
use of or inability to use any such information. 

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT RATING,
ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR
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JPY550,000,000. 
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