Rating Action: Moody's changes Banca Sella Holding's outlook to positive from
negative
03 Oct 2018
Deposit ratings affirmed at Baa3

London, 03 October 2018 -- Moody's Investors Service ("Moody's") today affirmed the Baa3/Prime-3 long- and
short-term deposit ratings and ba2 standalone baseline credit assessment (BCA) of Banca Sella Holding
S.p.A. (Banca Sella) and changed the outlook on the bank's long-term deposit ratings to positive from negative.
The affirmation reflects Banca Sella's progress in reducing asset risk, in line with Moody's expectations and
consistent with the current ratings.
The positive outlook indicates the rating agency's expectations that the bank will improve its solvency profile, in
particular its profitability.
A full list of affected ratings can be found at the end of this press release.
RATINGS RATIONALE
Moody's affirmed Banca Sella's ba2 standalone BCA to reflect the bank's still large stock of problem loans in
the European context and its modest profitability.
Banca Sella's asset risk remains high in the European context. At end-June 2018, the bank's problem loans
were 9.6% of gross loans, more than double the average for the European Union of 3.9%, according to data
for March 2018 published by the European Banking Authority. This is however a material improvement from the
bank's problem loan ratio of 15.4% at end-2014, mainly due to sales to the market.
Moody's considers Banca Sella's capital buffer as adequate taking into account the bank's risk profile and its
11.5% Common Equity Tier 1 (CET1) ratio compared to its 6.625% CET1 prudential regulatory requirement for
2018.
Banca Sella's profitability is modest and constrained by weak efficiency. The bank's return on assets (ROA)
was just 0.4% in 2017 and supported by capital gains. Recurring net income declined to €16 million in June
2018, from €22 million in June 2017, despite the bank's revenue diversification and the importance of fees and
commissions generated by its asset management and payment systems businesses.
The bank's standalone BCA remains supported by Banca Sella's strong liquidity and retail funding profile, with
market funds (entirely ECB refinancing) accounting for 9% of its funding, comfortably covered by abundant
liquid resources totaling 35% of assets.
Moody's affirmed Banca Sella's Baa3 deposit rating based upon (i) the affirmation of the ba2 standalone BCA;
(ii) very low loss-given-failure under the rating agency's advanced Loss Given Failure (LGF) analysis, which
results in a two-notch uplift; and (iii) Moody's assessment of a low probability of government support, which
does not result in any uplift.
POSITIVE OUTLOOK DRIVEN BY HIGHER LIKELIHOOD OF FURTHER SOLVENCY IMPROVEMENTS
Moody's changed the outlook on Banca Sella's long-term deposit ratings to positive from negative, indicating
the increased likelihood that the improvements made by the bank in 2017 and the first half of 2018 will
continue over the outlook horizon.
Moody's expects a further reduction in problem loans, which should reach a level equivalent to 8% of gross
loans in 2020, through further disposals and internal work-outs. This will be facilitated by provisioning coverage
of problem loans of 51%. However, Moody's said that the bank's problem loan disposals remain partly
dependent on continued benign economic environment and market conditions.
Moody's expects Banca Sella to maintain a CET1 ratio well above 11% over the next two years, albeit lifted in

part due to the expected adoption of internal ratings-based models for the computation of risk weighted assets
over the coming years. This will leave Banca Sella with adequate headroom over the bank's anticipated
minimum prudential requirements.
Moody's expects Banca Sella to reach a return on assets of 0.4% in 2019, without the benefit of capital gains,
helped by revenue diversification towards asset management and payment systems and the bank's digital
transformation. At the same time, Moody's believes that the bank still faces considerable challenges in the
current environment of moderate growth, margin erosion and regulatory pressure.
The negative outlook on the deposit ratings was driven by the expected maturities of senior retail bonds in
Moody's Loss Given Failure analysis. All the bank's senior retail bonds have matured and have been largely
replaced by deposits but the expected increase of loss-given-failure has been offset by a subordinated debt
issue, which provides greater protection for deposits.
FACTORS THAT COULD LEAD TO AN UPGRADE
Moody's could upgrade Banca Sella's BCA following an improvement in profitability and capital and/or a
reduction in problem loans.
Moody's could upgrade the deposit ratings following an upgrade of the BCA or an increase in the stock of bailin-able instruments, which would result in greater protection for deposits.
FACTORS THAT COULD LEAD TO A DOWNGRADE
Moody's could downgrade Banca Sella's BCA following a material increase in the stock of problem loans or net
losses reducing capital.
The rating agency could downgrade the deposit ratings following a downgrade of the BCA or a reduction in the
stock of deposits increasing their loss-given-failure.
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 Positive 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 Positive from Negative
PRINCIPAL METHODOLOGY
The principal methodology used in these ratings was Banks published in August 2018. Please see the Rating
Methodologies page on www.moodys.com for a copy of this methodology.
REGULATORY DISCLOSURES
For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or

category/class of debt 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
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.
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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Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation
(“MCO”), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have,
prior to assignment of any rating, agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain
policies and procedures to address the independence of MIS’s ratings and rating processes. Information
regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities
who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more
than 5%, is posted annually at www.moodys.com under the heading “Investor Relations — Corporate
Governance — Director and Shareholder Affiliation Policy.”
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