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Scope raises Italian NPL securitisation

forecast amid acceleration in asset disposals

A surge of issuance plans by Italian banks in GACS-eligible! non-performing loan
(NPL) securitisations has prompted Scope to raise its forecast by up to 50%? to
EUR 60bn in gross book value (GBV) sales. Including direct sales, Italian NPL
offloads could top EUR 100bn in 2018, and mark a clear improvement step in Italian
banks dealing with their stocks of problem loans.

The increase in forecast deal volumes stems not only from the closing of the Siena NPL
2018 transaction on 10 May, which had a GBV of EUR 24.1bn, but also from the
“accelerated use of GACS-eligible securitisations as a tool to dispose of non-performing
assets is driven mainly by increased awareness among the banks that favourable
transfer prices available in GACS deals reduce the potential loss versus book value3,”
said David Bergman, executive director, structured finance, at Scope Ratings.

In addition, there are concerns that the GACS scheme will not necessarily be renewed in
perpetuity*, potentially prompting some banks to accelerate their NPL disposal plans. In
light of this, GACS securitisations have become a viable option.

Direct sales of NPL portfolios continue to be an alternative way to dispose of NPLs, as
evidenced by the sale of approximately EUR 18bn by the insolvent Banca Popolare di
Vicenza and Veneto Banca to Societa per la Gestione di Attivita S.p.A., on 11 April.

One advantage of direct portfolio sales is that positions that are severely delinquent but
not yet in default — so-called unlikely-to-pay positions — can be offloaded. On 6 April, for
example, Credito Valtellinese announced that it had agreed to sell a portfolio consisting
mainly of unlikely-to-pay positions with a GBV of EUR 245m to Algebris NPL Partnership
II. Unlikely-to-pay positions are not currently included in the GACS scheme.

The total volume of GACS securitisations and portfolio sales could top EUR 100bn of
GBV in 2018. “While some portfolio sales are trades between participants in the
secondary market and do not impact reported NPL ratios, we expect the Italian NPL ratio
as reported by the European Banking Authority to decrease into single digit territory by
the end of 2018,” said Bergman.

Figure 1: Historical development of the NPL ratio for the Italian banking system

18.0%
16.0%
14.0%
12.0%
10.0%
8.0%
6.0%
4.0%
2.0%

0.0%
Jun-15

NPL ratio (%)

Dec-15 Jun-16 Dec-16

Date

Jun-17 Dec-17

Source: European Banking Authority Risk Dashboard

1 Garanzia Cartolarizzazione Sofferenze (GACS). In return for a recurring fee, the ltalian government will
guarantee ongoing interest and principal payments at final legal maturity to noteholders of the most senior notes.
For more details refer to the law decree of 14 February 2016
http://www.gazzettaufficiale.it/eli/id/2016/2/15/16G00025/sg and later updates

2 NPL Securitisations: Italy continues to be the main market December 2017

3 As described in more detail in NPL Securitisations: Italy continues to be the main market December 2017

4 On 21 November 2017 the option to apply for a GACS was extended to 6 September 2018:
http://www.gazzettaufficiale.it/eli/id/2017/12/06/17A08257/sg

Structured Finance

)
S COPE Scope
h_d

Ratings

Analysts

David Bergman
+49 30 27891 135
d.bergman@scoperatings.com

Team leader

Guillaume Jolivet
+49 30 27891 241
g.jolivet@scoperatings.com

Media

André Fischer
+49 30 27891 147
an.fischer@scopegroup.com

Related Research

NPL Securitisations: Italy
continues to be the main market
18 December 2017

The Scope Debate: do bad loans
still pose risks to European
financial stability

15 May 2018

Scope Ratings GmbH

LennéstralRe 5
10785 Berlin

Phone +49 30278910
Fax +49 30 27891 100

info@scoperatings.com
www.scoperatings.com

in , Bloomberg: SCOP

29 May 2018

1/2


http://www.gazzettaufficiale.it/eli/id/2016/2/15/16G00025/sg
https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=739a812c-11c7-4444-984e-42cfedb2cd7a
https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=739a812c-11c7-4444-984e-42cfedb2cd7a
http://www.gazzettaufficiale.it/eli/id/2017/12/06/17A08257/sg
mailto:d.bergman@scoperatings.com
mailto:g.jolivet@scoperatings.com
mailto:an.fischer@scopegroup.com
https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=739a812c-11c7-4444-984e-42cfedb2cd7a
https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=739a812c-11c7-4444-984e-42cfedb2cd7a
https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=dd330c85-c782-4474-99c6-cd29d9b65cd4
https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=dd330c85-c782-4474-99c6-cd29d9b65cd4
https://www.scoperatings.com/ScopeRatingsApi/api/downloadstudy?id=dd330c85-c782-4474-99c6-cd29d9b65cd4
mailto:info@scoperatings.com
https://www.scoperatings.com/
https://www.linkedin.com/company/4992890/
https://twitter.com/ScopeGroup_

SCOPE

acceleration in asset disposals

Scope Ratings GmbH

Headquarters Berlin
Lennéstralle 5
D-10785 Berlin

Phone +49 30 27891 0

London

Suite 301
2 Angel Square
London EC1V 1NY

Phone +44 20 3457 0444

Frankfurt am Main
Neue Mainzer StralRe 66-68
D-60311 Frankfurt am Main

Phone +49 69 66 77 389-0

Madrid

Paseo de la Castellana 95
Edificio Torre Europa
E-28046 Madrid

Phone +34 914 186 973

Scope raises ltalian NPL securitisation forecast amid

Paris

33 rue La Fayette
F-75009 Paris

Phone +33 1 82 88 55 57

Milan

Via Paleocapa 7
IT-20121 Milan

Phone +39 02 30315 814

Oslo

Haakon VII's gate 6
N-0161 Oslo

Phone +47 21 62 31 42

info@scoperatings.com
www.scoperatings.com

Disclaimer

© 2018 Scope SE & Co. KGaA and all its subsidiaries including Scope Ratings GmbH, Scope Analysis, Scope Investor Services
GmbH (collectively, Scope). All rights reserved. The information and data supporting Scope’s ratings, rating reports, rating
opinions and related research and credit opinions originate from sources Scope considers to be reliable and accurate. Scope
cannot, however, independently verify the reliability and accuracy of the information and data. Scope’s ratings, rating reports,
rating opinions, or related research and credit opinions are provided “as is” without any representation or warranty of any kind. In
no circumstance shall Scope or its directors, officers, employees and other representatives be liable to any party for any direct,
indirect, incidental or otherwise damages, expenses of any kind, or losses arising from any use of Scope’s ratings, rating
reports, rating opinions, related research or credit opinions. Ratings and other related credit opinions issued by Scope are, and
have to be viewed by any party, as opinions on relative credit risk and not as a statement of fact or recommendation to
purchase, hold or sell securities. Past performance does not necessarily predict future results. Any report issued by Scope is not
a prospectus or similar document related to a debt security or issuing entity. Scope issues credit ratings and related research
and opinions with the understanding and expectation that parties using them will assess independently the suitability of each
security for investment or transaction purposes. Scope’s credit ratings address relative credit risk, they do not address other
risks such as market, liquidity, legal, or volatility. The information and data included herein is protected by copyright and other
laws. To reproduce, transmit, transfer, disseminate, translate, resell, or store for subsequent use for any such purpose the
information and data contained herein, contact Scope Ratings GmbH at Lennéstral3e 5, D-10785 Berlin.
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