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Introduction

The “Half-yearly Report as at 30 June 2017" is made up of the Half-yearly report on operations and the Half-yearly condensed
consolidated financial statements including the financial statements and related explanatory notes.

The “Half-yearly condensed consolidated financial statements as at 30 June 2017"” have been prepared in compliance with art.
154-ter of Legislative Decree 58 of 24 February 1998 and in application of the IAS/IFRS issued by the International Accounting
Standards Board (IASB) and the related interpretations of the International Financial Reporting Interpretations Committee (IFRIC),
endorsed by the European Commission, as provided for by European Regulation 1606 of 19 July 2002.

In particular, the Half-yearly condensed consolidated financial statements, subject to limited review, have been drawn up in
compliance with IAS 34 requirements, which regulate interim reports.

To support the comments on results for the period, the Explanatory notes to the Half-yearly condensed consolidated financial
statements also present and illustrate reclassified income statement and balance sheet schedules. The reconciliation with the
financial statements, envisaged by Consob in its communication 6064293 of 28 July 2006, is included in the Attachments. The
Half-yearly report on operations and the Half-yearly condensed consolidated financial statements contain financial information —
for example, figures on quarterly development, and other alternative performance measures — not directly attributable to the
financial statements.

The website of Intesa Sanpaolo, at www.group.intesasanpaolo.com, contains the press releases issued during the period together
with other financial documents.

DISCLAIMER

On 23 June 2017, the European Central Bank declared that Banca Popolare di Vicenza S.p.A. and Veneto Banca S.p.A. were
failing or likely to fail. On the same day, the Single Resolution Board, the European authority for the management of the banking
crisis, in addition to confirming the ECB’s assessment, decided that the launch of a resolution procedure (required by the BRRD)
was not in the public interest, pursuant to European regulations; accordingly, it declared that the subsequent steps of the crisis
affecting the two banks would be managed in accordance with national law.

Acknowledging these decisions, the Italian Government and the Bank of Italy decided to start the compulsory administrative
liquidation proceedings envisaged by the Consolidated Law on Banking and Decree Law no. 99 of 25 June 2017.

Following the start of the compulsory administrative liquidation proceedings, as a result of a procedure open to various potential
buyers, on 26 June 2017 Intesa Sanpaolo signed a contract concerning the acquisition of certain assets and liabilities and certain
legal relationships (hereinafter “Aggregate Set”) of Banca Popolare di Vicenza S.p.A. and Veneto Banca S.p.A. (as well the as
international branches of the latter located in Romania), for a token price of 1 euro. The Aggregate Set includes the shareholdings
of Banca Popolare di Vicenza S.p.A. in Banca Nuova S.p.A., of Veneto Banca S.p.A. in Banca Apulia S.p.A. and in the international
banks operating in Moldova, Croatia and Albania, as well as the shareholdings of both banks in SEC Servizi S.c.p.a and in Servizi
Bancari S.c.p.a.

The value of the assets and liabilities included in the Aggregate Set was provisionally calculated on the date of execution of the
contract based on the values obtained from the last available financial reports of the two banks, referring to 31 March 2017.

For this operation, Intesa Sanpaolo received a public contribution of 3.5 billion euro to offset the impacts on the capital ratios
deriving from the acquisition and of 1.285 billion euro to support the corporate restructuring measures that Intesa Sanpaolo must
activate to fulfil the commitments made with the European Commission.

In consideration of the operation timing, Intesa Sanpaolo could not perform any due diligence activities on the values of the
Aggregate Set and, as a consequence, Decree Law no. 99/2017 and the acquisition contract require the performance,
subsequently to the conclusion of the operation and through the appointment of three experts, of a due diligence process aimed
at calculating the final values, as well as drafting the analytical inventory, of the items included in the Aggregate Set and of the
public contribution to offset the impact on the capital ratios.

As a result of the procedure to calculate the imbalance of the Aggregate Set, the parties will ascertain the existence of any assets,
liabilities or legal relationships not pertaining to the Aggregate Set, with a consequent adjustment of the imbalance, and Intesa
Sanpaolo will have the right to return assets, liabilities or legal relationships to the Banks in compulsory administrative liquidation,
also in this case with consequent adjustment of the imbalance.

Following completion of the due diligence, Intesa Sanpaolo will grant to the Banks in compulsory administrative liquidation a loan
(backed by the State up to a maximum amount of 6.4 billion euro) for an amount equalling the ascertained imbalance.

As at 30 June 2017, which is the reference date of this Half-yearly Report, this assessment activity had not been performed (and is
not at the date of publishing this report) and, therefore, the values of the acquired assets and liabilities, as well as the amount of
the contribution to offset the impacts on the capital ratios included in this Half-yearly Report, indicated separately in the
reclassified balance sheet in the related tables, as well as in the reconciliation statements attached, are to be considered
provisional.

Furthermore, with reference to the subsidiaries of Banca Popolare di Vicenza S.p.A. and Veneto Banca S.p.A. included in the
Aggregate Set, Intesa Sanpaolo has not yet received the necessary authorisations from the competent authorities and, therefore,
not being able to exercise control, has not carried out their full consolidation.
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Income statement figures and alternative
performance measures

. . . - Changes
Consolidated income statement figures (millions of euro) g
amount %

Net interest income I 3620 -67 -1.8
3,687
Net fee and commission income I 751 206 5.8
3,545
Profits (Losses) on trading u 55273; -48  -8.4
Income from insurance business — 569915 -104 -15.0
Operating income _ 8,557 -84 -1.0
8,641
- - I
Operating costs 4,214 -1 -
-4,215
, ‘ I /343
Operating margin 4,426 -83 -1.9
Net adjustments to loans -1432 1l -185 -11.4
-1,617
Income (Loss) after tax from discontinued operations - -48
48

Net income (loss) — 5,238 3,531
1,707

Quarterly development of main consolidated income statement figures (millions of euro)

Operating income Operating costs Operating margin Net income
8,557
4,348
4,209 . 2,159 4214 2,189 4343 4,337 5,238
2,055 2,154
° . m - H [ |
1Q 20 3Q  4Q  FY 19 2Q 3Q  4Q FY 1Q 29 3Q  4Q  FY 19 2Q  3Q  4Q  FY

30.06.2017 I
30.06.2016




Main income statement figures by business area (millions of euro)

Operating income

4,375
4,307

Operating margin

Banca dei Territori

Corporate and
Invest. Banking

International
Subsidiary Banks

Private Banking

Asset Management

Insurance
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Asset Management

Insurance

Operating costs

Net income (loss)

| S
W 632

B -
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B s
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B s
W 364
| JREE
1179

| EEY
W 392

Figures restated, where necessary, considering the changes in the scope of consolidation and in business unit constituents.
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Balance sheet figures and alternative
performance measures

Changes

. . . (Excluding operations
Consolidated balance sheet figures (millions of euro) acqguwer)

amount %

7,638
Financial assets 255,411 -1,749 -0.7
147,621
of which: Insurance Companies 142,543 5078 3.6
369,089 [] 24428
Loans to customers 4,376 1.2
364,713
741,954 [ ]| 46,064
Total assets 16,854 2.3
725,100
Direct deposits from banking business -11,666 -3.0
393,798
147,755
Direct deposits from insurance business and technical reserves 144,098 3,657 2.5
486,319 [| 79,902
Indirect deposits: 468,855 17,464 3.7
£ which: 325897 | 42
of which: Assets under management 314,081 11,816 38
Shareholders' equity 4,253 8.7
48,911
Main balance sheet figures by business area (millions of euro)
Loans to customers Direct deposits from banking business
24,428 | [ RERR) NN 171,565 I
i Banca dei Territori ETH | 29976
188,317 173,599
102,185 Corporate and I 06628
98,183 Invest. Banking 112 661
International -
34,158
idiary Bank ,
Subsidiary Banks, 32,978
Private Banking - 28,395
9,597 27,540
279 7
508 Asset Management 8
22
Insurance 0
26 0

Figures restated, where necessary, considering the changes in the scope of consolidation and in business unit constituents and discontinued operations. The figures
concerning assets and liabilities in relation to the acquired operations of Banca Popolare di Vicenza S.p.a. and Veneto Banca S.p.a. have not been restated.

30.06.2017

(Consolidated figure excluding operations acquired) _

30.06.2017 (Figure of operations acquired ) | |

31.12.2016 (Consolidated figure)




Other alternative performance measures

Consolidated capital ratios (%)

Common Equity Tier 1 capital (CET1) net of regulatory adjustments/Risk- 125
weighted assets (Common Equity Tier 1 capital ratio) 127

TIER 1 Capital / Risk-weighted assets = 11349'3

I (7
170

. . i, 301,699
Risk-weighted assets (millions of euro) =283 918

I 52624

Total own funds / Risk-weighted assets

Absorbed capital (millions of euro)

I 30,865

Risk-weighted assets by sector Absorbed capital by sector
(millions of euro) (millions of euro)

I 570

104,962 . o
, Banca dei Territori D 7,785
93,166 Corporate and ] 8,621
103,744 | Invest. Banking I 9,600
International I e
Subsidiary Banks e 3,108
) : [ )
Private Banking W o
Asset Management | 124
| 118
Insurance I 280
. 406

Figures restated, where necessary, considering the changes in the scope of consolidation and in business unit constituents and discontinued operations. The figures
as at 30 June 2017 include assets and liabilities in relation to the acquired operations of Banca Popolare di Vicenza S.p.a. and Veneto Banca S.p.a.

30.06.2017
31.12.2016 m—




Consolidated profitability ratios (%)

Cost/Income 49.2
48.8

i m ; 6.5
Net income / Average shareholders' equity (ROE) @ I e
0.4
Net income / Total assets (ROA) © o

Earnings per share (euro)

Basic earnings per share (basic EPS) 0.10 031
Diluted earnings per share (diluted EPS) @ 0.10 031
Consolidated risk ratios (%)
Net bad loans / Loans to customers o i‘j
Cumulated adjustments on bad loans / I o0
Gross bad loans to customers 60.6

Figures restated, where necessary, considering the changes in the scope of consolidation and discontinued operations. The figures concerning assets and
liabilities in relation to the acquired operations of Banca Popolare di Vicenza S.p.a. and Veneto Banca S.p.a. have not been restated.

@ Ratio between net income and average of share capital, share premium reserve, reserves and valuation reserves. The figure for the period does not
consider non-recurring components and has been annualised.

& Ratio between net income and total assets. The figure for the period does not consider non-recurring components and has been annualised.

@ Net income (loss) attributable to holders of ordinary shares compared to the weighted average number of outstanding ordinary shares. The figure for

comparison is not restated.

@ The dilutive effect is calculated with reference to the programmed issues of new ordinary shares.

Operating structure 30.06.2017 31.12.2016 Changes
amount

Number of employees @ 88,837 89,367 -530
Italy 64,553 64,563 -10
Abroad 24,284 24,804 -520
Number of financial advisors © 5,076 5,032 44
Number of branches 5,803 5,163 640
Italy 4,648 3,978 670
Abroad 1,155 1,185 -30

Figures restated, where necessary, considering the changes in the scope of consolidation and discontinued operations.

© The figures at 30.06.2017 do not include the personnel of the acquired operations of Banca Popolare di Vicenza S.p.a. and Veneto Banca S.p.a. (9,303
employees in Italy, 833 abroad and 136 financial advisors).

® Including Retail Branches, SME Branches and Corporate Branches. The figures at 30.06.2017 include the branches of the acquired operations of Banca
Popolare di Vicenza S.p.a. and Veneto Banca S.p.a. (750 in Italy e 21 abroad). The figures for comparison have not been restated.

30.06.2017 I
31.12.2016



Executive summary

The macroeconomic context

The economy and the financial and currency markets

In the first half of 2017, world economic growth strengthened its pace and became more widespread. Growth in international
trade intensified. Inflation rebounded slightly. In many cases, economic figures proved surprisingly positive.

The exception to this picture was the United States. Despite expectations that fiscal policy would take an expansive turn under the
new federal government, this proved not to be the case. Furthermore, the president and his entourage are under pressure from
parliamentary and judicial inquiries. Overall, macroeconomic figures have been below expectations, although consistent with
moderate economic expansion and full employment. Faced with the risk of the economy overheating, the Federal Reserve
tightened its monetary policy stance. Official interest rates have been raised twice since the start of the year by a total of 50 bps.
The Federal Reserve also warned of a gradual reduction in reinvestments of principal payments at maturity.

The Eurozone witnessed stunning growth in the first half, far above the standards of recent years. Recoveries in exports and fixed
investments more than offset the slight slowdown in consumption. Optimism has been fuelled not only by confidence surveys, but
also by real data. Industrial output grew by 4% year on year in May, while GDP growth in the second quarter kept up the strong
pace posted in the first quarter (0.6% quarter on quarter). Growth in economic activity across all countries in the Eurozone drove
employment figures up and the unemployment rate down to 9.1%. Improved confidence figures were favoured by various
factors, including general election outcomes in the Netherlands and France, which dispelled the risk of a victory by Euro-sceptic
parties and, therefore, of major crisis in the Eurozone. Instead, the outcome of the French general election has raised expectations
of fresh stimulus to the Eurozone reform process. The start of negotiations for the United Kingdom’s exit from the
European Union did not have any major repercussions, with the exception of the impact on trade flows of a devalued Sterling.
Strong confidence over economic growth has also fully reached Italy. GDP in the first quarter grew by 0.4% year on vyear.
Trend surveys and industrial output figures suggest a continuation of the positive growth momentum in the second quarter,
driven by increase in exports and a higher propensity to invest in businesses, as well as by consumption growth. As a result,
consensus forecasts of GDP growth have been revised upwards. Employment growth slowed due to the phasing out of
extraordinary measures which buoyed growth through 2016, though it remained sufficient to drive the unemployment rate down
to 11.1% in June. Higher energy prices and growth in demand began to impact inflation, which rose temporarily to 2% in April,
but then fell again. In terms of public finances, the primary budget surplus was insufficient to lower the debt-to-GDP ratio in a
significant way, and the Italian government estimates it will remain about unchanged this year.

The European Central Bank began to adapt its monetary policy stance to improvements in economic conditions and the balance of
risks. After announcing an initial reduction in its securities purchase programme from 80 to 60 billion euro as of April, in June the
ECB dropped any reference to the likelihood of further interest rate cuts. Various ECB spokespeople also began to mention the
need to adjust monetary policy further. Nevertheless, the ECB continued to forecast a rise in official rates only once the asset
purchase programme is wound up completely, which will not be before December 2017.

The ECB’s monetary policy stance led to a strengthening of the exchange rate and a rise in medium/long-term interest rates.
The ten-year Bund yield, which was negative at the end of 2016, rose to 0.47% at the end of the first half, while the ten-year BTP
yielded 2.15% at the end of the second quarter, up from 1.83% at the end of 2016. The spread with German bonds remained
essentially stable, although pressures were felt during the French electoral campaign.

The euro/dollar exchange rate rose almost constantly between January and June, gaining an overall 8.7% to close the quarter
at $1.14.

The trend in international stock markets was positive overall in the first half of 2017, as risk aversion in investors gradually fell and
stock prices showed lower volatility.

Various factors have contributed to propping up stock markets. One is the consolidation of world economic growth, in both
emerging countries and major advanced economies. The flow of positive economic figures led to the upward review of growth
forecasts, especially for the Eurozone and Japan. Moreover, the political risk posed by elections in the Netherlands and, in
particular, France failed to materialize, with pro-euro and pro-European Union political parties emerging from the vote with
stronger consensus, which helped lower the risk premium on stocks.

After dropping to a relative low in February, stock markets in the Eurozone progressively rose, driven by favourable developments
in company earnings. The first quarter, in particular, delivered the most positive surprises, accompanied by confirmation or
improvement in guidance for yearly results.

The Euro Stoxx index closed the first half up by 6.5%; the CAC 40 rose by 5.3% at the end of the period; the Dax 30 performed
well, rising by 7.4%, while the IBEX 35 index outperformed all the main Eurozone benchmarks, posting a rise of 11.7%.
Outside the Eurozone, the Swiss market index SMI appreciated by 8.4%, while the United Kingdom's FTSE 100 index closed the
quarter marginally up (+2.4%).

In the United States, the S&P 500 closed the period with a rise of 8.2%, while the Nasdag Composite Index of technology stocks
rose by 14.1%. The overall performance of the main Asian stock markets was slightly positive: the Chinese SSE A-Share
benchmark index ended the half up by 2.9%, while the Nikkei 225 index posted a rise of +4.8% at the end of the half.

The overall performance of the Italian stock market was satisfactory, driven by the recovery in the banking sector
(which represents 26% of the FTSE MIB Index) and the progressive improvement in economic growth outlooks and company
earnings. The FTSE MIB closed the half up by 7%, while the FTSE Italia All Share Index rose by 8.6%. Mid-cap stocks posted the
strongest performance, with the FTSE Italia STAR Index jumping by 24.3% over the half year. Alongside healthier fundamentals,
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growth was driven by new Individual Savings Plans (which invest a major part of their funding in stocks not included in the FTSE
MIB benchmark).

European corporate markets closed the first half of 2017 on a positive note, with high-yield (HY) bonds outperforming
investment-grade (IG) securities. As seen in 2016, central bank monetary policies, in particular the ECB’s corporate sector purchase
programme (CSPP), were the main drivers behind market growth, through an essential “technical” support for stocks.
Markets also benefited from positive macroeconomic fundamentals, with moderate growth coupled with only marginal
inflationary pressures.

The key catalysts for markets in the first months of the year were expectations over major general elections due in Europe.
After initial uncertainty and heightened volatility, the outcome of French general elections, which allayed fears of a possible surge
in anti-euro populist movements, gave markets a good boost, fuelling a recovery in growth.

In terms of performance, HY securities saw their spreads drop by around 25% over the first half of 2017, as investors shifted their
interest onto higher-risk securities in search of better returns. IG securities also posted a drop of around 10% in their spreads,
reducing what was already a very low level.

Volumes of new issues in the first half of 2017 were high, driven by investors' quest for greater returns on the one hand, and by
favourable funding conditions for issuers on the other. In this regard, a major contribution came from euro-denominated issues
made by US companies.

The emerging economies and markets

In the first quarter of 2017 (last figure available), GDP growth for a sample covering 75% of emerging countries, rose to 3.9% on
an annual basis from 3.8% in the fourth quarter of 2016. Asian economies proved to be the most dynamic (especially India).
The downward economic trends of major commodity exporter countries appear to have bottomed out, although recession
persisted in some (GDP growth was -0.4% in Brazil and -0.6% in Nigeria).In others, GDP grew at only modest rates due to
structural restraints (0.5% in Russia) or to budget balancing policies (such as for the Gulf Cooperation Council - GCC and
especially Saudi Arabia, where GDP posted growth of 0.9%, and South Africa, where GDP grew by a mere 1%).

Turning to countries where Intesa Sanpaolo subsidiaries are located, in the first quarter (latest figures available) GDP growth
accelerated in CEE/SEE countries, driven by strong growth in Hungary (+4.1%) and Slovenia (+5.3%) in the CEE bloc, and in
Romania (+5.6%) in the SEE bloc. Slower GDP growth was instead reported in Croatia (+2.5%) and Serbia (+1.2%), partly due to
seasonal factors. Among other countries where the Group is present, the Ukrainian economy slowed (+2.5% in the first quarter of
2017 compared to +4.8% in the fourth quarter of 2016) due to the trade embargo on the Donbass region.

Egypt picked up the pace of its economic growth (+4.3%, up from +3.8%), driven by recovery in the major segments of the
services sector (tourism, transport, and telecommunications), construction, and manufacturing.

The year-on-year inflation rate across a sample covering 75% of emerging economies dropped from 3.7% as at December 2016
to 3.2% as at June 2017. The first half saw an easing of inflationary pressures fuelled by past currency depreciation in Brazil
(where price growth slowed from 6.3% at end 2016 to 3% as at June 2017), Russia (from 5.4% to 4.4%), and South Africa (from
6.7% to 5.4%). Inflation instead rose in countries whose currencies had depreciated to varying degrees at the end of 2016.
This was the case in Turkey (from 8.5% in December 2016 to 10.9% in June 2017), Mexico (from 3.4% to 6.4%), and, among
countries where Intesa Sanpaolo subsidiaries are located, in Ukraine (from 12.4% to 15.6%) and Egypt (from 23.3% to 29.7%),
where inflation was driven up by rises in regulated prices and lower subsidies.

Inflation growth and currency pressures led the central banks of Turkey and Mexico to raise interest rates moderately in the first
weeks of 2017. Interest rates also rose in some GCC countries, which followed in the steps of the US Federal Reserve given that
their currencies are pegged to the US dollar. In Asia, the Chinese Central Bank signalled it was taking a less accommodating
monetary policy stance by raising the refinancing rate by 10 bps twice in the first quarter. A weakening of inflationary pressures
and a recovery in their respective currencies led the central banks of various Latin American commodity exporters to cut interest
rates in their countries (Brazil, Chile, Colombia, and Peru).

In the countries where Intesa Sanpaolo subsidiaries are located, the monetary policy remained accommodating in all CEE/SEE
countries, following the prevalent trend in the Eurozone. Concerning other countries, Egypt raised interest rates significantly
(+400 bps overall) in two actions (the second effected after the close of the first half, at the start of July), bringing the overnight
borrowing rate up to 19.75%. The increases were motivated by the need to combat inflationary pressures (and the associated
risks of second-order effects) fuelled by the past depreciation of the currency, in an effort to reconstitute reserves. Lower inflation
and more stable domestic financial conditions enabled Russia to cut interest rates twice, bringing the reference rate down from
11% to 9%, and Ukraine to lower its reference rate from 14% to 12.5%.

The MSCI Emerging Markets Index rose by 13.7% in the first half of 2017, outperforming both the Euro Stoxx (+6.5%) and the
S&P USA Index (+8.2%). Growth was driven primarily by a number of Asian markets (Hong Kong, +17.1%; Bombay, +15.5%;
Jakarta, +10%) and Latin American markets (Buenos Aires, +29.5%), which more than offset the weakness of various
Gulf markets (Oman, Qatar, and Dubai), affected by recent local geopolitical tensions. As regards the countries where Intesa
Sanpaolo subsidiaries are located, CEE and SEE markets posted growth generally in line with or slightly above the Euro Stoxx
Index, with Romania, Slovenia, and Hungary gaining over 10%. The exception to the trend was Croatia, where the market fell by
6.5%, driven down by domestic political uncertainties and fears that the economy may perform below expectations. Renewed
weakness in hydrocarbon prices and the persistence of Western sanctions in turn penalized the Russian stock market (-13%).
Brighter prospects for the economy, thanks to the new currency regime and government measures to attract investment, instead
led the Egyptian stock market to post a recovery (+9.3%).

Currency markets in the first half of 2017 witnessed a drop in value in the US dollar, arresting a rising trend that had lasted for
over two years. The OITP index, which shows the value of the US dollar against a basket of emerging country currencies,
depreciated by over 5%. Turning to countries where Intesa Sanpaolo subsidiaries are located, the Russian rouble gained 2%
against the US dollar, while the Ukrainian hryvnia, buoyed by the IMF-backed adjustment programme, gained 3.8%. The Egyptian
pound, after depreciating sharply towards the end of 2016 following the currency’s float, remained stable at around 18 EGP to
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1 USD. The currencies of Central and South-Eastern Europe as a whole followed the euro, which appreciated by around 8%
against the US dollar in the first half of the year.

A number of Gulf countries (Saudi Arabia, Bahrain, Oman, and Qatar) saw their ratings/outlooks downgraded in the first half of
2017 in response to the slow progress made in adjusting their economies to the new oil price scenario (in which prices are much
lower than in the past) and political tensions in the region. Concerns over lending trends led Moody’s to cut its credit rating for
China (from Aa3 to A1 last May), while recent corruption episodes led both S&P and Moody's to change the outlook on their
credit ratings for Brazil (BB and Ba2 respectively) ) to negative. Thanks to progress in financial stabilisation, S&P lifted the outlook
to its BB+ credit rating on Russia to positive.

The Italian banking system

Interest rates and spreads

In the first half of 2017, bank rates showed mixed trends. While rates largely stabilized around the historic lows previously
reached, signs of increase emerged for interest rates on new loans. The downward trend in the overall cost of funding bottomed
out in the second quarter, due to the stabilization of the average deposit rate and the rate of the stock of bonds. In the case of
deposits, especially overnight deposits, the historic lows reached by interest rate levels justify the slowdown in the downward
trend. The average interest rate on new time deposits showed a certain stickiness over the first half, fluctuating between 0.8%
and 0.9%, after having fallen below the floor of 1% at the start of the year.

Interest rates on new loans showed signs of rising. The turnaround was driven by lending rates on new loans to households for
house purchase, which at the start of year bounced back from the absolute low reached in 2016, stabilizing at what are,
nevertheless, historically low levels. Small, though discontinuous increases were observed in lending rates on new loans to non-
financial companies, which on the whole have put an end to the downward trend, despite the usual monthly fluctuations.
Compared to Europe, Italian lending rates have fallen again below the Eurozone average also for smaller loans, while for loans of
over 1 million euro, lending rates have shown a significantly negative spread since the last quarter of 2015. In this scenario, a
slowdown was observed in the fall in interest rates on the stock of loans, with the overall average rate dropping below 2.8%
around midyear, to levels never seen before.

With the average lending rate continuing to decline and the cost of funding stabilizing in the second quarter, the banking spread
between lending and funding rates tightened even further around midyear (estimated average of 1.98% in the first half of 2017
compared to 2.05% in the second half of 2016).

Loans

Bank loans to the private sector continued their recovery over the first half, growing at a rate of around 1%. The recovery was led
by loans to consumer households, which gradually speeded up to a pace of 2.5% year on year in May. Lending to households was
driven by mortgage loans, which, although remaining at high volumes, have lost pace compared to the high growth rates posted
over the three years 2014-16. Specifically, growth in fixed-rate mortgage loans continued, albeit at a slower pace in the second
quarter, thanks to the persistently low interest rates applied. In contrast, floating-rate loans recorded a decline. The trend in
mortgage loans to households is consistent with the recovery in the residential real estate market, which continued to grow in the
first quarter of 2017, though at a slower pace compared to the double-digit growth rates posted last year. Consumer credit also
grew, driven by purchases of durable goods.

Loans to non-financial companies continued to remain substantially stagnant. In the summer of 2016 the overall aggregate
stopped declining, with slight growth of just above zero recorded in the first half of 2017. The growth of medium-term loans
continued to offset the negative trend in short-term loans, in a scenario of liquidity deemed sufficient or more than sufficient by a
large majority of businesses. The overall development was due to different dynamics depending on sector and company size.
Specifically, growth continued in loans to the services sector, while loans to the manufacturing sector returned to low levels of
growth towards midyear. In contrast, the major contraction in loans to the construction sector showed no signs of abating.
Looking at borrower size, loans to medium and large businesses continued to grow slightly, while loans to small businesses
kept declining.

Trends in loans to business were shaped by the generally positive supply and demand scenario in the first half of 2017. According
to the lending survey conducted by the Bank of Italy, banks have continued to cautiously reduce their margins and improve
contractual terms and conditions, driven by the pressures of competition. In addition, after dropping off at the start of the year,
business demand grew slightly, especially as regards long-term loans, driven by fixed investment needs and low interest rates.
Similarly, household demand continued to grow for consumer credit and, to a lesser extent, residential mortgages. The outlook
suggests demand will grow further in the second half of the year for all types of loans.

Businesses assessed credit access conditions to be favourable, expressing the highest score on record since this kind of survey was
first initiated with the emergence of the financial crisis in 2008.

Credit quality indices continued to show signs of improvement, thanks to more favourable economic conditions and the sale and
securitisation of bad loans by banks. The stock of net bad loans in the first part of the year declined by approximately 10 billion
euro compared to the end of 2016, and by half a percentage point to 4.4% in terms of their ratio to total loans. The formation
rate for new non-performing loans stabilised, after falling significantly in 2016. In the first quarter, the ratio of new
non-performing loans to performing loans remained at its lowest level since 2008.
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Direct deposits

Bank funding in the first half of 2017 confirmed the trends observed previously, with growth in deposits driven by the significant
increase in overnight deposits. At the same time, the double-digit decline in time deposits continued. The performance of
customer deposits continued to benefit from strong growth in current account deposits held by non-financial companies and the
solidity of household deposits. Growth in deposits held by residents continued to be offset by the reduction in the stock of bank
bonds, the trend of which was affected by customer portfolio reallocation processes. Overall, customer funding continued to
decline slightly, although at a slower pace than in the previous year. When considering refinancing under the Eurosystem, which
increased in the first half of the year, total bank funding returned to moderate growth levels as of March.

Indirect deposits and asset management

With regard to assets under administration, the sharp decline in debt securities held in custody by banks on behalf of households
continued. This performance reflected the continued decline in bank bonds and the low attractiveness of government bonds in a
scenario of negative interest rates.

As regards the asset management market, the first half of 2017 proved particularly positive for mutual funds, which more than
tripled their inflows year on year. Net inflows were driven by bond funds, followed by balanced funds and flexible funds.
Also worthy of note was the introduction on the market of Individual Savings Plans, which proved a great success with savers and
contributed to growth in mutual fund inflows. In contrast, net inflows to portfolio management schemes fell compared to 2016,
largely due to the weak trend in institutional mandates.

Turning to the insurance sector, new insurance business posted a continuing decline. Specifically, subscriptions of products with a
higher financial content (class Ill) posted a major recovery, however new subscriptions of traditional policies (classes | and V)
continued to fall.

Intesa Sanpaolo in the first six months of 2017

Consolidated results

The consolidated income statement for the first half of 2017 of the Intesa Sanpaolo Group posted net income of 5,238 million
euro, compared to 1,707 million euro in the first half of 2016.

The significant half-year net income figure was in part due to the recognition, in June 2017, of the 3.5 billion euro public
contribution assigned by the Italian government to offset the impact on the Group's capital ratios of the acquisition of certain
assets and liabilities and certain legal relationships of Banca Popolare di Vicenza and Veneto Banca (hereinafter the Aggregate Set
or segregated scope), as part of an operation described further on in this chapter. The contribution will ensure a phased-in
Common Equity Tier 1 Ratio of 12.5% to the risk-weighted assets (RWA) of the Aggregate Set.

Net of the public contribution, net income for the first half of 2017 would have posted a figure of 1,738 million euro, up by 1.8%
compared to the first half of 2016. This was despite the major increase in charges incurred to support the stability of the banking
industry, which in the first half of 2017 totalled 460 million euro (672 million before tax), compared to 113 million euro in the first
half of 2016 (160 million before tax).

A detailed breakdown of the components of operating income

Operating income shows net interest income for the first half of 2017 of 3,620
(millions of euro) million euro, down on the first half of 2016 (-1.8%), due to the
reduced contribution of interest from financial assets, while
30.06.2017 30.06.2016 interest income on customer dealing increased. Excluding the
effect of the depreciation of the Egyptian currency, net interest
1H I 2557 | H 8,641  income would be up by 1.5%.

The contribution of net fee and commission income, which
makes up almost 44% of operating income, increased

4Q 4184 significantly (+5.8% to 3,751 million euro), thanks to the
3Q 4,150 positive trend in management, dealing, and consultancy
activities (approximately +13%), primarily attributable to dealing
2Q I 4348 2Q 4,464 and securities placement activities (approximately +47%).
10 I 4,209 19 4177 Income from insurance business, which includes the cost and

revenue captions of the insurance business of the Group’s life
and non-life companies, showed a decrease (approximately -8%
to 523 million euro), due to a lower contribution from the net
investment result.

Profits on trading posted a decline (-15% to 591 million euro)
compared to the first half of 2016. This was due entirely to the lower dividend received on the stake held in the Bank of Italy
(121 million euro in 2016 compared to 10 million euro in 2017), in application of Legislative Decree 133 of 30 November 2013
which establishes that stakes in excess of 3% of the share capital are no longer remunerated.
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Other operating income and expenses amounted to 72 million

Operating margin euro, showing a drop compared to the first half of 2016
(millions of euro) (143 million) due to the lower contribution of investments
carried at equity, which are included in this caption together
30.06.2017 30.06.2016 with other income and expenses from continuing operations.
In relation to the above dynamics, operating income in the first
TH I 4,343 H 4,426 half of 2017 amounted to 8,557 million euro, down 1%

compared to the first half of 2016.
Operating costs (4,214 million euro) were stable, as a result of a

4 1,820 L : S

Q ' slight increase in personnel expenses (+0.2%) and a reduction in

3Q 2,027 administrative expenses (-1.8%), due to the savings achieved on

general structure costs, property management expenses,

2Q I 2,189 2Q 2,303 advertising, and other costs. Conversely, amortisation and
1Q I 2,154 19 2123 depreciation increased (+4.8%), due to amortisation of

intangible assets as a result of investments made.

The cost/income ratio for the period was 49.2%, compared to
48.8% in the first half of 2016.

As a result of these revenue and cost trends, the operating margin amounted to a 4,343 million euro, down by 1.9% year
on year.

Net adjustments to loans decreased by approximately 11%. The annualised cost of credit — expressed as the ratio of net
adjustments to net loans — decreased compared to the first half of 2016 (78 bps versus 90 bps), and was much lower than the
value at the end of 2016 (102 bps).

Net provisions and net impairment losses on other assets decreased significantly overall compared to the first half of 2016
(60 million euro compared to 240 million euro). More specifically, provisions decreased (38 million euro compared to 113 million
euro), along with net impairment losses on other assets (22 million euro compared to 127 million euro).

Other income (expenses) include realised gains and losses on investments and income and expenses not strictly correlated to
continuing operation and amounted to 3,813 million euro (201 million euro in the first half of 2016). As reported above, the
figure includes the 3.5 billion euro public contribution assigned by the Italian government to offset the impact on the Group's
capital ratios of the acquisition of certain assets and liabilities and certain legal relationships of Banca Popolare di Vicenza and
Veneto Banca. The contribution will ensure a phased-in Common Equity Tier 1 Ratio of 12.5% to the risk-weighted assets (RWA)
of the Aggregate Set. The caption also includes the positive effect of the partial disposal of the stake in NTV — Nuovo Trasporto
Viaggiatori and the related fair value measurement of the remaining investment (totalling 109 million euro), which no longer
qualifies as an investment subject to significant influence.

In the first half of 2017, there was no profit or loss from discontinued operations, compared to the profit of 48 million euro
realised in the first half of 2016 and related to Setefi and ISP Card, both of which were subsequently sold.

As a result of the trends illustrated above, gross income amounted to 6,664 million euro, compared to 2,818 million euro in the
first half of 2016.

Net income (loss) Income taxes came to 889 million euro, with a tax rate of
(millions of euro) 13.3% (28.6% net of the public contribution received, as
reported above).
Charges for integration and exit incentives totalling 53 million
euro were recorded in a specific caption (51 million in the first
14 N 5238 | H 1,707 half of 2016). This reclassified income statement caption also
includes, net of tax, the 1,285 million euro public contribution
assigned by the Italian government to cover integration and
4Q 776 rationalisation charges in relation to the acquired operations of
Banca Popolare di Vicenza e Veneto Banca, as well as the

30.06.2017 30.06.2016

Q[ 628 provisions allocated to cover the related charges. As a result, this

20 I 4,337 2Q 901 had no impact on the caption and the income statement for the
first half of 2017.

1Q [ 901 1Q [ 806 The effects of purchase price allocation on the income

statement amounted to 11 million euro in the first half of 2017
(56 million in the first half of 2016).

As previously indicated, in the first half of 2017 the charges aimed at maintaining the stability of the banking industry had an
extensive impact. These amounted to 460 million euro, net of tax (672 million euro before tax) compared to 113 million euro in
the first half of 2016 (160 million before tax), and consisted of costs for ordinary contributions to resolution and guarantee funds
(124 million euro net of tax, equal to 175 million euro before tax) and charges deriving from the further impairment of the Atlante
Fund investment (301 million euro net of tax, equal to 449 million euro before tax). The caption also included 35 million euro, net
of tax, in charges incurred in relation to the compulsory administrative liquidation of Banca Popolare di Vicenza and Veneto Banca.
After recording minority interests of 13 million euro, the income statement for the first half of 2017 closed, as stated, with net
income of 5,238 million euro, compared to 1,707 million euro in the first half of 2016.

The income statement for the second quarter in comparison to the previous quarter showed growth in operating income (+3.3%
to 4,348 million euro). Specifically, net interest income in the second quarter was slightly higher than in the first quarter (+0.6%),
due to the lower cost of funding, while growth in net fee and commission income (+2.2%) was driven by favourable market
conditions and higher revenues from commercial banking activities.

Income from insurance business in the second quarter showed a decline compared to the first (-15.2%), and was driven down by
the lower net investment result, which was only partially offset by an improved technical margin.

Trading activities performed strongly in the second quarter of the year (+62% circa), thanks to higher returns on trading in AFS
and financial liabilities.
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Operating costs in the second quarter rose , compared to the first quarter (+5.1%) with increases in both personnel expenses and
administrative expenses.

In relation to revenue and cost trends, the operating margin for the second quarter was higher than the margin in the first quarter
(approximately +1.6% to 2,189 million euro).

Adjustments to loans recognised in the second quarter rose with respect to the first quarter (approximately +6%), mainly due to
higher impairment of bad loans and guarantees and commitments. Net provisions and net impairment losses on other assets also
increased, while being particularly low in the first quarter.

Other income in the second quarter included the abovementioned 3.5 billion euro public contribution for the acquisition of certain
assets and liabilities, and certain legal relationships of Banca Popolare di Vicenza and Veneto Banca.

After the recognition of income tax, charges for integration and exit incentives, the effects of purchase price allocation, levies and
other charges concerning the banking industry, income on discontinued operations, and minority interests, the income statement
for the second quarter closed with net income of 4,337 million euro (837 million euro net of the abovementioned public
contribution), compared to 901 million euro for the previous quarter.

As regards balance sheet aggregates, we report, as illustrated in detail in the following chapters, that the balance sheet as at
30 June 2017 reflects the acquisition, effective as of 26 June 2017, of certain assets and liabilities, and certain legal relationships
of Banca Popolare di Vicenza and Veneto Banca. The scope of the assets and liabilities acquired, as considered in this Half-yearly
Report, and all associated values should be considered provisional in nature until the related due diligence activities are completed.
In these circumstances, no adjustments were made to historic data to reflect retrospectively the effects of the acquisition.
Consequently, all changes shown and the related commentary refer, unless otherwise specified, to balance sheet figures net of
the segregated scope acquired.

LGRS 6 IR EETS As at 30 June 2017, loans to customers posted positive growth
compared to the figure as at 31 December 2016 (+1.2% to 369
billion euro, net of 24 billion euro in loans included in the
segregated scope acquired). The positive trend in commercial

(millions of euro)

30.06.2017 31.12.2016 banking loans, up 3.3% overall, due to the positive performance
of advances and loans, was offset by the lower amount of loans
311216 364713 represented by securities (approximately -9%) and of short-term
' financial loans represented by outstanding repurchase
30.9.16 364,836 agreements (approximately -6%).
30.6.17 N 369,089 | 306.16 360,240
31.3.17 I 366,648 | 31316 358,478

With regard to funding, direct deposits from banking business
showed a downward trend compared to the end of 2016 (-3%
to approximately 382 billion euro, net of 30 billion euro in
deposits in the segregated scope acquired). This trend was
driven by the drop in bond funding (approximately -9%),
subordinated funding (approximately -3%), and current
accounts and deposits (approximately -2%). Growth was instead
observed in funding through certificates of deposit (+3%)
30.9.16 379,620 although their absolute value was relatively low. Repurchase
agreements decreased (-3.6%).

Direct deposits from banking business
(millions of euro)

30.06.2017 31.12.2016

31.12.16 393,798

30.6.17 I 352,132 30.6.16 386,757
31.3.17 I 333,322 31.3.16 379,981
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On the other hand, direct deposits from insurance business,
which include technical reserves, recorded an increase (+2.5%,
to almost 148 billion euro): the overall increase was almost
completely attributable to the higher value of financial liabilities
30.06.2017 31.12.2016 of the insurance segment designated at fair value (approximately
+10%), with technical reserves — which represent the amounts
owed to customers subscribing to traditional policies — slightly
311216 I 144,098 down (-2.4%). The new business of Intesa Sanpaolo Vita,
30.9.16 I 143,063 Intesa Sanpaolo Life and Fideuram Vita, including pension
products, amounted to over 11 billion euro for the period.

Direct deposits from insurance business and technical reserves
(millions of euro)

30.6.17 N 147,755 30.6.16 I 139,535
31.3.17 I 146,295 31.3.16 [ 136,056

As at 30 June 2017, indirect deposits exceeded 486 billion euro, up 17.5 billion euro compared to the end of 2016 (+3.7%).
Given the favourable conditions of the financial markets, the performance was determined by the increase in both assets under
management, driven by insurance segment products and mutual funds, and assets under administration.

Assets under management also rose (approximately +12 billion euro, equal to +3.8%, to approximately 325 billion euro), driven
primarily by higher net inflows to investment funds, which savers appeared to prefer (approximately +7 billion euro, equal to
+6.7%) and towards insurance products (+4.1 billion euro, equal to +3.1%). Pension funds and portfolio management schemes
also posted growth (+5.4% and +2.6% respectively).

Assets under administration recorded an increase (+5.6 billion euro, equal to +3.6%) attributable to dealings with institutional
customers and securities and third-party products in customer portfolios.

Including the acquired operations of Banca Popolare di Vicenza and Veneto Banca, indirect deposits at the end of the first half of
the year totalled over 506 billion euro.

Results of the Business Units

The Intesa Sanpaolo Group organisational structure is based on six business segments: Banca dei Territori, Corporate and
Investment Banking, International Subsidiary Banks, Asset Management, Private Banking and Insurance. In addition, there is the
Corporate Centre - which is responsible for guidance, coordination and control of the entire Group - as well as for the Capital
Light Bank (CLB) business unit, the Treasury and ALM operations.

The share of operating income attributable to each business area confirms that commercial banking activities in Italy continue to
account for the majority (approximately 49% of the operating income of the business areas), although significant contributions
were also provided by corporate and investment banking (approximately 19%), commercial banking activity abroad
(approximately 11%), private banking activity (10%), insurance activity (approximately 7%) and asset management
(approximately 4%).

Operating income:
Breakdown by business area

International Subsidiary Banks 10.8%

Private Banking 10.5%

Asset Management 4.1%

Insurance 6.7%

Corporate and

Investment Banking 18.6%

Of which Capital Market
and Investment Banking 7.1%

Banca dei Territori 49.3%

(M Excluding Corporate Centre
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(millions of euro)  |n the first half of 2017, Banca dei Territori — which oversees the
traditional lending and deposit collecting activities in Italy and
related financial services — reported operating income of 4,375
million euro (+1.6% compared to the first half of 2016).

In detail, net fee and commission income rose (+5%), driven

Banca dei Territori

Operating income

4,375
4,307

Operating margin

1,960
1,857

Net income (loss)

693
632

above all by the asset management segment. Despite growth in
volumes, net interest income instead showed a decline (-2%),
affected by the more limited contribution of the hedging of core
deposits. Among the other revenue components, which
nevertheless provide a marginal contribution to the Division’s
income, both profits on trading and other net operating income
showed positive performance. Operating costs decreased
(-1.4% to 2,415 million) thanks to savings in administrative
expenses. As a result of these trends, the operating margin rose
by 5.5% to 1,960 million. Gross income rose by the higher rate

of 12.6% to total 1,180 million, thanks to lower adjustments
and provisions. After allocation to the Division of charges for
integration of 23 million euro and the effects of purchase price
allocation on the income statement for 2 million euro, net
income amounted to 693 million euro, up 9.7%.

Balance sheet figures at the end of June 2017, including the acquired operations of Banca Popolare di Vicenza and Veneto Banca,
which have temporarily been allocated to the Banca dei Territori Division, but will be definitively allocated as the integration
process progresses, due to end in 2018, show 218,328 million euro in loans to customers and 201,484 million euro in bank
funding. Net of the segregated scope, loans to customers totalled 193,900 million euro, up by 5.6 billion euro (equal to +3%)
compared to the start of the year. Their growth was driven essentially by higher medium/long-term loans to individuals (loans to
households and personal loans) and to businesses. Direct deposits from banking business totalled 171,568 million euro, showing a
drop of 2 billion euro (-1.2%) due to securities issued.

I 30.06.2017 [ 30.06.2016

(millions of euro) ~ The Corporate and Investment Banking Division — which deals

Operating income

1,649
1,678

Operating margin

1,182
1,218

Net income (loss)

797
758

with corporate banking, investment banking and public finance
in Italy and abroad — posted a slight drop in operating income
compared to the first half of 2016 (-1.7% to 1,649 million
euro).

In detail, net interest income was up (+11.8%), due to the
greater contribution from customer dealing. Net fee and
commission income instead declined (-2.9%), primarily due to
the negative performance of the commercial banking segment,
which was only partially offset by higher fee and commission
income from the capital market segment. Profits on trading
decreased (-21.3% to 378 million euro), due to the lower
contribution of the global markets business. Operating costs
rose slightly (+1.5% to 466 million euro), mostly due to higher
personnel expenses. As a result of the revenue and cost
dynamics described, the operating margin came to 1,182 million

euro, recording a drop of 3%. Gross income remained
substantially in line with the figure for the first half of 2016
(-0.6% to 1,104 million euro) and benefited from the partial
sale of the equity interest held in NTV and the fair value
measurement of the remaining interest held following its reclassification to entities not subject to significant influence. Net income
amounted to 797 million euro (+5.1% compared to 758 million euro in the first half of 2016).

The Division’s intermediated volumes decreased compared to the end of December 2016 (-1%). Specifically, loans to customers,
totalling 102,185 million euro, rose by 4 billion euro (+4.1%), whereas direct deposits from banking business, totalling 106,628
million, fell by 6 billion euro (-5.4%), driven by amounts due to customers and securities issued.

I 30.06.2017 [ 30.06.2016
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(millions of euro)

International Subsidiary Banks

Operating income

958
1,008

Operating margin

505
530

Net income (loss)

501
389

30062017 [ 30.06.2016

entities subject to significant influence.

In the first half of 2017, the operating income of the
International Subsidiary Banks Division — which oversees the
Group's commercial operations on international markets
through subsidiary and associated banks primarily involved in
retail banking operations — was 958 million euro, -5% compared
to the same period of the previous year (+8% at like-for-like
exchange rates). The drop was affected by the depreciation of
the Egyptian pound in 2016. In detail, net interest income fell
(-8.4% to 667 million euro), while net fee and commission
income rose (+2.1% to 241 million euro). Profits on trading also
increased (+33.3% to 80 million euro).

Operating costs of 453 million euro decreased by 5.2%
compared to the same period in 2016 (+4.3% at like-for-like
exchange rates). As a result of the above revenue and cost
trends, the operating margin came to 505 million euro, down
47% (+11.4% at like-for-like exchange rates). Gross income
increased significantly (+18.3%, to 602 million euro), driven by
the positive effect deriving from the measurement at fair value
of the investment in Bank of Qingdao as a consequence of the
reclassification of the investment, no longer included among the

The Division closed the first half of 2017 with net income of 501 million euro, up compared to the 389 million euro recorded in

the same period of 2016.

The Division's intermediated volumes grew compared to the end of December 2016 (+3.9%) owing to positive performance by
loans to customers (+4.2%) and direct deposits from banking business (+3.6%), in both amounts due to customers and

issued securities.

(millions of euro)

Private Banking

Operating income

932
869

Operating margin

663
611

Net income (loss)
445
364

30062017 [ 30.06.2016

The Private Banking Division serves the top customer segment
(Private and High Net Worth Individuals), creating value by
offering excellent products and services. The Division
coordinates the operations of Fideuram, Fideuram Investimenti,
Intesa Sanpaolo Private Banking, Sirefid, Fideuram Fiduciaria,
Intesa  Sanpaolo  Private Bank (Suisse) and  Fideuram
Asset Management Ireland.

In the first half of 2017, the Division posted gross income of 646
million euro, up by 9% on the first half of 2016. Growth was
driven primarily by higher net operating income (net fee and
commission income and profits on trading) and by lower
provisions. Operating costs also increased, largely due to higher
personnel expenses, driven by the investment in the size and
professionalism of the work force. Net income came to 445
million euro (+22%).

As at 30 June 2017, assets under administration, which also
include the contribution of the trust mandates for Sirefid,
amounted to 176.3 billion euro (+10.3 billion euro compared to
the end of 2016). The increase was largely due to higher net

inflows and, to a lesser extent, the effect of performance on assets. The assets under management segment amounted to 110
billion euro, up by 5.9 billion euro compared to 31 December 2016.

(millions of euro)

Asset Management

Operating income

369
299

Operating margin

297
235

Net income (loss)
235
179

30062017 [ 30.06.2016

The Asset Management Division pursues the mission of
developing the best asset management solutions aimed at the
Group's customers and its presence on the open market
segment through the subsidiary Eurizon Capital and its
investees.

Operating income came to 369 million euro in the first half of
2017, up by 23.4% compared to the first half of 2016, mainly
due to the positive performance of net fee and commission
income, supported in particular by management fees related to
the development of average assets under management.
Operating costs rose (+12.5%) due to personnel and
administrative expenses, as a result of the change in the
operational structures triggered by the increase in volumes
under management.

As a result of the revenue and cost trends, the operating margin
increased (+26.4% to 297 million euro).

The Division closed the first half of 2017 with net income of 235
million euro (+31.3%).

Overall, the total assets managed by the Division at the end of
June 2017 came to 245 billion euro, showing growth (+2.6%,

equal to +6.1 billion euro) compared to the end of 2016, mainly as a result of net inflows (+2.6 billion euro).
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(millions of euro)  The Insurance Division oversees management of the subsidiaries
of the insurance group Intesa Sanpaolo Vita, and Fideuram Vita,
with the mission of further developing the insurance product
mix targeting Group customers.

In the first half of 2017, the Division reported income from

Operating income insurance business of 599 million euro, showing a decline

595 (-11.3%) compared to the first half of 2016, primarily due to

673 the lower net investment result. In the presence of higher costs

. . (approximately +13%), the operating margin fell to 510 million

Operating margin euro (-14.7%) and net income amounted to 357 million euro
=510 (-8.9%).

598 Direct deposits from insurance business, amounting to 147,975

million euro, increased by 3.7 billion euro (+2.5%) compared to
the end of December 2016, essentially as a result of higher

=335972 financial liabilities for the insurance segment designated at fair
value.

Net income (loss)

I 30.06.2017 [ 30.06.2016

Highlights

Acquisition of certain assets and liabilities of Banca Popolare di Vicenza and Veneto Banca

Intesa Sanpaolo signed a contract, effective as of 26 June 2017, with the liquidators of Banca Popolare di Vicenza and Veneto
Banca concerning the acquisition, for a token price of 1 euro, of certain assets and liabilities and certain legal relationships
(hereinafter the Aggregate Set or segregated scope) of the two banks. The latter were placed into compulsory administrative
liquidation on 25 June 2017, as envisaged by the Consolidated Law on Banking and Law Decree 99 of 25 June 2017 concerning
“Urgent provisions for the compulsory administrative liquidation proceedings of Banca Popolare di Vicenza S.p.A. And
Veneto Banca S.p.A.” (Venetian Banks Decree).

Intesa Sanpaolo was awarded the contract through an open and transparent procedure involving six potential buyers.
The outcome of the competitive procedure was announced on Wednesday, 21 June 2017. The process led to the submission of
two binding bids. Intesa Sanpaolo’s bid proved the better of the two in its ability to ensure business continuity and minimise the
components left with the two banks in compulsory administrative liquidation.

The intervention of Intesa Sanpaolo made it possible to avoid the serious social consequences that would have otherwise derived
from the an “atomistic” compulsory administrative liquidation of the two banks. This intervention will safeguard jobs at the banks
involved, the savings of around two million households, the activities of around 200,000 businesses financially supported and,
therefore, the jobs of three million people in the areas which record the country’s highest economic growth rate. Without the
deal, the Interbank Deposit Guarantee Fund would have been required to provide an upfront outlay of over 10 billion euro, to be
recovered from future liquidation proceeds. Given the lack of resources immediately available to the Interbank Deposit Guarantee
Fund, the banking system would have had to cover a large part of the funds needed to reimburse deposit holders in an extremely
short amount of time, and the State would have had to cover the immediate exercise of the guarantee on liabilities undertaken by
the two banks for a total amount of approximately 8.6 billion euro.

Intesa Sanpaolo acquired a segregated scope which excludes NPLs (bad loans, unlikely-to-pay loans and past due exposures),
subordinated bonds issued, as well as shareholdings and other legal relationships that the Bank does not consider functional to
the acquisition. The segregated scope of acquisition includes, in addition to the selected assets and liabilities of Banca Popolare di
Vicenza and Veneto Banca (as well the international branches of the latter, located in Romania), and subject to approval of the
related authorisations, the shareholdings in Banca Apulia S.p.A. (excluding the shareholdings held by the latter in Apulia Pronto
Prestito S.p.A. and Apulia Previdenza S.p.A.), in Banca Nuova S.p.A., in SEC Servizi S.c.p.a., in Servizi Bancari S.c.p.a., and in the
banks located in Moldova, Croatia, and Albania.

In addition, the segregated scope of acquisition includes high-risk performing loans of around 4 billion euro. However, Intesa
Sanpaolo will have the right to give these back to the banks in compulsory administrative liquidation, should conditions occur,
during the period up to the approval of the financial statement as at 31 December 2020, requiring that these loans be classified as
bad loans or unlikely-to-pay loans. As already specified, the acquired segregated scope excludes the entire NPL portfolio (bad
loans, unlikely-to-pay loans, and past due exposures) of the two banks in liquidation and of the shareholdings acquired by
Intesa Sanpaolo.

The segregated scope does not include a corresponding equity component, given that the entire shareholders’ equity of the two
banking groups is scoped into the compulsory administrative liquidation procedure. The assets and liabilities transferred will be
balanced by a loan backed by the government (to be repaid over 5 years at an interest rate of around 1%) granted by Intesa
Sanpaolo to the banks in compulsory administrative liquidation. The amount of that loan, and of the loans that will be granted to
the subsidiary banks for the transfer of bad loans, unlikely-to-pay loans, and past due exposures and of the shareholdings not
functional to the transaction, was negotiated and set at a provisional amount of 5,351 million euro (based on the balance sheet of
the operations as at 31 March 2017). If at the end of the due diligence process, as reported further on, the amount necessary to
ensure that the transferred assets and liabilities balance exceeds the loan amount, the excess part will be backed by a state
guarantee for an amount of up to 6,351 million euro.

The terms and conditions of the contract, in the framework set by the decree law and the ministerial decrees issued in relation to
the transaction, ensure that the acquisition by Intesa Sanpaolo is fully neutral in terms of the Intesa Sanpaolo Group's
Common Equity Tier 1 ratio and dividend policy. Specifically, they provide for:
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— a public cash contribution, to offset the impact on the capital ratios. Its size will lead to a phased-in Common Equity Tier 1
ratio of 12.5% to the risk-weighted assets (RWA) acquired. This contribution, which amounts to 3.5 billion euro not subject
to taxation, was recorded as income in the income statement, in accordance with the IAS 20 accounting standard, and was
assigned to Intesa Sanpaolo on 26 June 2017,

— an additional public cash contribution to cover integration and rationalisation charges in relation to the acquisition.
These charges include, in line with the commitments undertaken by Intesa Sanpaolo with the Directorate-General for
Competition of the European Commission, those relating to the closure of around 600 branches and the use of the solidarity
allowance mechanism in relation to the exit, on a voluntary basis, of around 3,900 people of the Group resulting from the
acquisition. These charges also relate to other actions to be taken to safeguard jobs, such as redeploying and retraining
people. Also this contribution, which amounts to 1.285 billion euro not subject to taxation, was recorded as income in the
income statement, in accordance with the IAS 20 accounting standard, and was assigned on 26 June 2017. This amount was
set aside in a specific fund, considering the tax effects related to its use, and is therefore neutral for the year’s net income;

—  public guarantees equal to 1.5 billion euro after tax, in order to sterilise risks, obligations and claims against Intesa Sanpaolo
due to events occurring prior to the sale or relating to assets/liabilities or relationships not included among those transferred.
In any case, the banks in compulsory administrative liquidation will be liable for damages that may derive from past disputes
and from disputes relating to the rules regulating the purchase of own shares and/or investment services. This includes
disputes brought by parties who participated/did not participate in, or were excluded from the so-called “Offers for
Settlement” and from “Welfare Incentives”;

Decree Law 99/2017 introduced specific tax rules governing the transfer to Intesa Sanpaolo of the assets and liabilities of Banca

Popolare di Vicenza and Veneto Banca. The rules are substantially designed to ensure for the acquiring bank a limited “continuity”

in the tax treatment of the subjective positions of the sellers (as regard tax credits from the conversion of DTAs, the tax value of

the assets, liabilities, and rights included in the sets acquired, income components with deferred taxation, tax losses, and the

guarantee fees for non-eligible DTAs), and the “neutrality” of transfers and public contributions, as a result of which they will

not generate tax liabilities for the acquiring bank.

Specifically:

—  tax and non-tax assets and liabilities are transferred to the acquiring bank at the tax value they had for the sellers (in practice,
at the effective date of the transfer, the acquiring bank is assigned the same tax position held by the sellers);

—  tax credits deriving from the conversion of DTAs are transferred to the acquiring bank;

—  similarly, the tax losses of the sellers are transferred to the acquiring bank;

—  the transfer of the assets and liabilities is not subject to VAT and subject to a fixed registration, mortgage and cadastral tax of
200 euro;

—  the contributions paid to the acquiring bank by the Ministry for the Economy and Finance to offset the impact on the capital
ratios and support corporate restructuring measures are non-taxable for IRES and IRAP purposes, whereas the expenses
incurred by the acquiring bank for the aforementioned restructuring will be deductible for tax purposes.

As regards anti-trust authorisations, on 10 July 2017 the Italian Competition Authority announced its decision not to investigate
the arrangement, thereby giving its clearance for the deal.

With reference to the banking authorisations required to acquire control over the shareholdings of Banca Popolare di Vicenza and
Veneto Banca, the terms set to formulate the offer and execute the contract did not allow the parties to ask and obtain from the
European Central Bank, within 30 June 2017, the necessary authorisations to transfer the control and Intesa Sanpaolo agreed to
proceed with this transfer, on the assumption that it will have the possibility of returning the shareholdings whose transfer is not
authorised and be completely indemnified from any and all negative effect as a consequence of the circumstance in which the
transfer not previously authorised will be finalised. Furthermore, should these authorisations not be obtained or be obtained with
imposition of conditions or charges for Intesa Sanpaolo, the latter will have the right to immediately return the shareholdings to
the banks under compulsory administrative liquidation and with full indemnification of any negative effect deriving from Intesa
Sanpaolo maintaining these shareholdings and returning them.

In addition, with reference to the voting rights in the subsidiary banks, Intesa Sanpaolo may not exercise its vote at meetings and
intervene in their management and in the replacement of the corporate bodies until the authorisations are obtained, remaining at
the same time fully indemnified from any ensuing negative effect or any effect in any case connected to their management as well
as to the replacement (subject to possible removal) of the members of the management and control bodies of these banks.
Therefore, when preparing these Half-yearly condensed consolidated financial statements, Intesa Sanpaolo did not carry out the
line-by-line consolidation of the shareholdings in question but provisionally recorded them as shareholdings within the acquired
segregated scope.

In order to determine the final imbalance of the operations and definitively calculate the amount of public contribution paid by the
State, the Ministry for the Economy and Finance and Intesa Sanpaolo have jointly appointed a board of three independent experts,
identified pursuant to the Venetian Banks Decree, which will conduct a specific due diligence leading to the generation of a
detailed and analytic inventory of the captions comprising the final accounting position of assets and liabilities included within the
acquired operations as at the execution date. As a result of the procedure to calculate the imbalance, the parties will ascertain the
existence of any assets, liabilities or legal relationships not pertaining to the operations, with a consequent adjustment of the
imbalance, and Intesa Sanpaolo will have the right to return assets, liabilities or legal relationships to the Banks in compulsory
administrative liquidation, in accordance with the provisions of the Venetian Banks Decree, also in this case with consequent
adjustment of the imbalance. In addition, any positive or negative difference between the final calculated amount of the public
contribution and the initial amount granted will be settled by the State or Intesa Sanpaolo depending on the case. Within 5 days
from the date on which the definitive amount of the imbalance of the operations is determined, Intesa Sanpaolo will release its
loan to the banks in liquidation, which will be immediately and automatically offset by the receivable arising from the imbalance,
without prejudice to the obligation of the banks in compulsory administrative liquidation (and, jointly, the guarantor) to reimburse
the loan under the terms and conditions thereof.
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Finally, the contract included a termination clause which established that the contract is ineffective and the assets/liabilities/legal
relationships acquired can be given back to the banks in compulsory administrative liquidation. This referred, specifically, to the
event that the Venetian Banks Decree was not converted into law or was converted with amendments/integrations that made the
transaction more expensive for Intesa Sanpaolo, and was not fully enacted within the terms provided by law. In this regard, we
report that the decree was passed without substantial amendments by both the Chamber of Deputies and the Senate.

Other highlights for the first half of 2017

In January 2017, Intesa Sanpaolo launched a 1.25 billion euro Additional Tier 1 issue targeted at professional investors and
international financial intermediaries, with characteristics in line with the CRD IV regulation. It is listed on the Luxembourg
Stock Exchange as well as the usual Over-the-Counter market.

The Additional Tier 1 is perpetual (with a maturity date tied to the duration of Intesa Sanpaolo, as set in its articles of association)
and can be early redeemed by the issuer after 10 years from the issue date and on every coupon payment date thereafter.
The issuer will pay a fixed rate coupon of 7.75% per annum, payable semi-annually in arrears every 11 January and 11 July of
each year, with the first coupon payment on 11 July 2017. The compounded yield to maturity is 7.90% per annum, equivalent to
the 5-year Mid Swap Rate in Euro reckoned at the moment of issuance plus a spread equal to 719.2 basis points. In the event that
the early redemption rights are not utilised on 11 January 2027, a new coupon at fixed rate will be determined by adding the
original spread to the 5-year Mid Swap Rate reckoned at the reset date. Such new annual coupon will be fixed for the following 5
years (until the next reset date). As envisaged in the regulations applicable to Additional Tier 1, coupon payment is discretionary
and subject to certain limitations. The trigger of 5.125% of Common Equity Tier 1 (CET1) provides that, if the CET1 ratio of the
Intesa Sanpaolo Group or Intesa Sanpaolo S.p.A. falls below such trigger, the nominal value of AT1 will be temporarily reduced for
the amount needed to restore the trigger level, taking into account also the other instruments with similar characteristics.

Also in January, based on the ranking created by Corporate Knights, a Canadian magazine specialising in sustainable capitalism,
Intesa Sanpaolo was ranked among the top 20 most sustainable companies in the world and the only Italian banking group in the
classification, thanks to the implementation and further development of the best strategies for managing risks and opportunities
in the environmental, social and governance areas. This recognition is the result of Intesa Sanpaolo's now consolidated
commitment in the field of sustainability, which obtained further significant confirmation with the share’s inclusion in the leading
sustainability indices, including the Dow Jones Sustainability Indices (World and Europe), the CDP A-List and the FTSE4Good
(Global and Europe).

As regards the stake in the Bank of Italy’s share capital, in 2017 further stakes equal to a total of approximately 5.38% of the
capital of the Bank of Italy were sold - at nominal value, coinciding with the carrying value - for a price of approximately 404
million euro. Following the completion of the transaction, the Group’s stake in the Bank of ltaly's share capital decreased
10 27.46%.

On 7 March 2017, the Intesa Sanpaolo Group announced that it signed an agreement in respect of the sale of its entire stake in
Allfunds Bank, for a cash consideration of 900 million euro. The finalisation of the transaction is expected by the end of the year
and is subject to the customary regulatory authorisations being received.

Allfunds Bank is a multimanager distribution platform for asset management products targeted to institutional investors and is
50%-held by Eurizon Capital SGR (in turn, 100%-owned by Intesa Sanpaolo) and 50% by AFB SAM Holding (Santander Group).
In the consolidated financial statements of the Intesa Sanpaolo Group the investment was considered a joint venture pursuant to
IFRS 11 and was consolidated at equity (IAS 28).

Considering the above-mentioned disposal transaction, the investment in Allfunds Bank was reclassified under discontinued
operations starting from the Interim Statement as at 31 March 2017.

For some time Intesa Sanpaolo has held an investment of 15.33% in the capital of the Chinese Bank of Qingdao (BQD). This was
Intesa Sanpaolo's first investment on the Chinese market (2007), and was followed by additional investments in asset
management through Eurizon Capital, which owns 49% of Penghua Fund Management, and the establishment in 2016 of its
own operating company in wealth management, Qingdao Yicai Wealth Management Co. Ltd. (Yi-Tsai), whose shareholders are
the parent company, Fideuram — Intesa Sanpaolo Private Banking and Eurizon Capital.

Intesa Sanpaolo has strongly contributed to developing the Chinese bank's business through a Framework Agreement and a
Co-operation Agreement concerning reciprocal consulting and coordination on matters pertaining to appointments of managers,
transactions on capital and/or extraordinary transactions, strategic plans and limits to investments by Intesa Sanpaolo in other
Chinese commercial banks, while granting an exclusive as foreign banking investor in the capital of BQD. Cooperation has also
been developed through direct appointment by Intesa Sanpaolo of several top managers of the bank.

In 2015 the Chinese bank began the process for listing on the Hong Kong stock exchange, which was completed with the IPO
reserved for new shareholders, carried out in December 2015.

Following the listing and the dilution of Intesa Sanpaolo’s equity interest, Intesa Sanpaolo and BQD were compelled to significantly
revise the previous Co-operation Agreements and align them with the limits permitted by local laws on listed companies. In
March the two banks signed a new Co-operation Agreement which, different to the previous one, which had set out precise
commitments for the counterparties, exclusively envisages a type of commercial co-operation, without binding obligations of the
parties, mainly between BQD and the recently established newco set up by Intesa Sanpaolo (Yi-Tsai). The managers appointed by
Intesa Sanpaolo, in the meantime, were also re-assigned to other positions as part of the Group's business relating to the
Chinese market.

As a result of this changed relationship between Intesa Sanpaolo and BQD, the investment, which was previously classified under
investments subject to significant influence, was reclassified to financial instruments available for sale, as the requirements of IAS
28 to classify the investment under associates ceased to exist. As a result of that reclassification, the investment was designated at
fair value (equal to the stock exchange price) at the time of the reclassification, resulting in the recognition of a positive effect on
the income statement of 131 million euro gross (128 million euro net of taxes), to which the release of reserves for foreign
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exchange differences accrued since the start of the investment (equal to 58 million euro) and AFS reserves for 1 million euro must
be added.

In 2008 Intesa Sanpaolo invested in the Nuovo Trasporto Viaggiatori (NTV), acquiring an initial stake of 20%, which was later
raised, through the subscription of new rights issues, to 24.46%, for a total amount of 92 million euro. NTV was established in
December 2006 as an alternative rail transport provider to Trenitalia, offering services on the country’s high-speed rail network.
The economic and financial difficulties faced by the company in its first few years of business led, over the years, to the need to
write down the investment in the consolidated financial statements of Intesa Sanpaolo. As at 31 March 2017, the investment was
carried at equity for a value of approximately 13 million euro and was classified as an investment subject to significant influence in
accordance with 1AS 28.

On 29 June 2017, Intesa Sanpaolo sold a 4.74% stake in NTV to the Luxembourg fund Peninsula Investments Il S.C.A. for
approximately 24 million euro. The disposal generated a net gain of approximately 21 million euro. More recently, thanks to its
positive business performance, NTV had the opportunity to optimise its capital structure through the refinancing of its debt, most
of which was held with the Intesa Sanpaolo Group. The refinancing initiative primarily involved the placement of a 550 million-
euro bond, which enabled NTV to close its finance lease exposure with the Group, thereby reducing the share of NTV debt held by
the Intesa Sanpaolo Group significantly from 86% to 21%.

Following the disposal of the 4.74% stake in NTV, which reduced the stake currently held by Intesa Sanpaolo in NTV to 19.72%,
and the new structure of the company’s financial exposure, the investment was reclassified to financial instruments available for
sale (AFS), given that the conditions envisaged by IAS 28 for the classification of the investment as subject to significant influence
no longer held. The original NTV shareholder’'s agreement initially signed by the shareholders, under which Intesa Sanpaolo
enjoyed veto rights, expired in 2013 and has since not be renewed. As required by IAS/IFRS, the remaining equity investment in
NTV was remeasured at its fair value upon reclassification (corresponding to the pro-rata share held of the comprehensive value of
the company as at the date the stake was sold), which resulted in the recognition of an additional gain of 87 million, net of tax, in
the income statement. Overall, the partial disposal of the stake in NTV and the reclassification of the remaining equity investment
to the AFS portfolio had a positive impact of 108 million euro, net of tax, on the consolidated income statement of
Intesa Sanpaolo.

Intesa Sanpaolo holds 19.89% of the Atlante Fund, a closed-end alternative investment fund managed by the asset management
company (SGR) Quaestio Capital Management. The purpose of the fund is to invest in banks with capital ratios lower than the
minimums set by the SREP which, thus, on request by the Supervisory Authorities, carry out capital strengthening measures
through capital increases and enhancement of Non-Performing Loans (NPL), mainly by subscribing junior tranches and possibly
mezzanine tranches of securitisations of said NPL. The Atlante Fund has collected commitments totalling 4.249 billion euro, 845
million euro of which refers to Intesa Sanpaolo.

In 2016, the Atlante Fund called up a total of approximately 2.5 billion euro to subscribe the capital increases of Banca Popolare di
Vicenza (99.33%) and Veneto Banca (97.44%), for a total of 1.5 billion euro and 0.9 billion euro respectively. Intesa Sanpaolo
contributed for a total of approximately 503 million euro. On 19 December 2016, Quaestio made an additional request for
payment from subscribers of a total of 915 million euro, of which 182 million euro from Intesa Sanpaolo, which made a payment
on 3 January 2017. The amount was called up by the asset management company to help strengthen the capital ratios of the two
banks through capital payments for future capital increases totalling 310 million euro for Banca Popolare di Vicenza and 628
million for Veneto Banca. Following this additional payment, 81.2% of the initial resources of the Fund had been called up.
Therefore, as at 31 March 2017, Intesa Sanpaolo paid in a total of 686 million euro and had a commitment for an additional 159
million euro.

For valuation purposes, as the Fund is classified under investments available for sale (AFS), it must be designated at fair value. In
the 2016 Financial Statements, based on the information published by the asset management company, the value of the
investment was adjusted by 227 million euro overall to take account of the value of the two Venetian banks arising from the
appraisal by the independent expert appointed by the asset management company.

In the second quarter of 2017, the Atlante Fund made a fifth and sixth call, raising 280 million euro, of which 56 million euro
provided by Intesa Sanpaolo, to fund the investment operations of the Atlante Il Fund (see below). Including the payments made
in the second quarter of 2017, a total of 87.76% of the original commitments subscribed by the investors have been called up.
As at 30 June 2017, Intesa Sanpaolo had paid in a total of 742 million euro and had a residual commitment to the Atlante Fund of
103 million euro.

With regard to the Venetian Banks, on 25 June 2017 the Ministry for the Economy and Finance initiated the compulsory
administrative liquidation proceedings for the two banks, as contemplated by the Consolidated Law on Banking, following the
issue by the President of the Italian Republic of Law Decree 99 of 25 June 2017 concerning “Urgent provisions for the compulsory
administrative liquidation proceedings of Banca Popolare di Vicenza S.p.A. and Veneto Banca S.p.A.”. At the same time,
Intesa Sanpaolo signed a contract with the liquidators concerning the acquisition, for a token price of 1 euro, of certain assets and
liabilities belonging to the two banks. The placement of Banca Popolare di Vicenza and Veneto Banca in liquidation effectively
voided the claims held by the Atlante Fund on the banks’ capital. On 20 July 2017, the Atlante Fund announced that with the
cancellation of the value of the Venetian bank investments, the unit value of its units was 78,100.986 euro, determined exclusively
by the investment in the Atlante Il Fund (plus a residual cash component). The valuations made by the expert appraiser engaged
by the asset management company, including recent investments made by the Atlante Il Fund, estimate the current value of the
units held by Atlante to be in line with the subscription price.

As a result, the fair value as at 30 June 2017 of the stake held by Intesa Sanpaolo in the Atlante Fund was approximately 66
million euro (including the investment in the Atlante Il Fund and the residual cash component), and an impairment loss of 449
million euro (301 million euro net of tax) was recognised in the income statement for the first half of 2017. Considering the 227
million-euro impairment loss posted in the income statement for 2016, the Atlante Fund has generated a comprehensive charge
of 676 million euro for Intesa Sanpaolo, equal to 91% of the total amount paid in to date.

Finally, with the publication of the NAV of the Fund as at 30 June 2017, Quaestio Capital Management SGR announced that it
was assessing the opportunity of liquidating the Atlante Fund, an option which will be analysed and discussed with the
representatives of the investors.




Executive summary

In July 2016, the asset management company Quaestio Capital Management launched another closed-end alternative investment
fund named “Atlante 11", reserved exclusively for professional investors for the purpose of investing in NPL transactions made by
Italian banks. The Atlante Fund subscribed a total commitment in the Atlante Il Fund of 800 million euro, for a share of 37.1%.
Intesa Sanpaolo has also directly invested in the Atlante Il Fund, with a commitment to pay 155 million euro (7.19% of the Fund).
Also considering the share indirectly held through the Atlante Fund, Intesa Sanpaolo holds a total of 14.6% of Atlante Il. In the
first half of 2017, the Atlante Il Fund called up a total of 757 million euro. Intesa Sanpaolo paid in its share of 55 million euro.
The resources called up by the Fund were used to fund “Project Cube” investments, involving the purchase of senior and
mezzanine notes deriving from the securitisation of approximately 2.2 billion euro, before tax, of NPLs originated by Nuova
Banche Marche S.p.A., Nuova Banca dell’Etruria S.p.A., and Nuova Cassa di Risparmio di Chieti S.p.A., “Project Este”, and a 343
million euro investment in a portfolio of NPLs originated by Nuova Cassa di Risparmio di Ferrara S.p.A. Assessments made by the
expert appraiser engaged by the asset management company, which took into account the expected cash flows from the
securitisation notes subscribed by Atlante Il and the recent issue of the notes, estimated the current value of the assets held by
Atlante Il to be in line with the subscription price. As a result, the fair value as at 30 June 2017 of the stake held by
Intesa Sanpaolo in the Atlante Il Fund amounted to approximately 55 million euro. The Bank’s residual commitment towards the
Fund at the same date amounted to 99 million euro.

In May, Intesa Sanpaolo launched a 750 million euro Additional Tier 1 issue targeted at international markets, with characteristics
in line with the CRD IV regulation. It is and listed on the Luxembourg Stock Exchange as well as the usual Over-the-
Counter market.

The Additional Tier 1 is perpetual (with a maturity date tied to the duration of Intesa Sanpaolo, as set in its articles of association)
and can be early redeemed by the issuer after 7 years from the issue date and on every coupon payment date thereafter.
The issuer will pay a fixed rate coupon of 6.25% per annum, payable semi-annually in arrears every 16 May and 16 November of
each year, with the first coupon payment on 16 November 2017. The compounded vyield to maturity is 6.348% per annum,
equivalent to the 7-year Mid Swap Rate in Euro reckoned at the moment of issuance plus a spread equal to 585.6 basis points. In
the event that the early redemption rights are not utilised on 16 May 2024, a new coupon at fixed rate will be determined by
adding the original spread to the 5-year Mid Swap Rate reckoned at the reset date. Such new annual coupon will be fixed for the
following 5 years (until the next reset date). As envisaged in the regulations applicable to Additional Tier 1, coupon payment is
discretionary and subject to certain limitations. The trigger of 5.125% of Common Equity Tier 1 (CET1) provides that, if the CET1
ratio of the Intesa Sanpaolo Group or Intesa Sanpaolo S.p.A. falls below such trigger, the nominal value of AT1 will be temporarily
reduced for the amount needed to restore the trigger level, taking into account also the other instruments with
similar characteristics.

The 2014-2017 Business Plan

With the Business Plan approved in March 2014, the Intesa Sanpaolo Group has introduced the 2014-2017 objective to pursue a

growth phase based on an innovative strategy which, focusing on the individuals and adopting a clear and effective business

model, aims at increasing profitability in a sustainable manner, optimising capital and liquidity.

The new strategy hinges on a number of priorities that are now part of the inheritance of Intesa Sanpaolo, which aims to become:

- A real-economy bank, which supports households and businesses and, leveraging a strong balance sheet and leadership,
matches healthy credit demand and manages the financial wealth of customers with care;

- aBank with sustainable profitability, in which operational performance, productivity, risk profile, liquidity and solidity/leverage
are carefully balanced;

- aleader in retail and corporate banking in Italy and a few other key countries;

- aEuropean leader Bank in a number of high growth/high value businesses (Private banking, Asset management, Insurance);

- a Bank structured according to a divisional model and engaged in strengthening and further simplifying the current business
model of Banca dei Territori, taking into account the evolution in customers’ demands;

- aninternational Bank that acts as "Local bank abroad" for Italian companies;

- asimple yet innovative Bank, acting with a truly multi-channel model.

The Plan envisages measures in the following areas:

- “New Growth Bank”, to develop revenues with innovative growth engines, capable of identifying new market opportunities;

- "“Core Growth Bank”, to capture untapped revenue potential of existing business, in terms of revenue development,
reduction in operating costs, and credit and risk governance;

- "Capital-Light Bank”, to optimise the use of capital and liquidity, de-leveraging the bank’s "non-core" assets;

- People and Investments as key enablers to maximise the contribution of each of the three “Banks” to the Group's result.

a) New Growth Bank

The Banca 5® Project (development of Base customers) has led to the creation of a commercial organisation involving 3,600
people. Its objective is to increase the profitability of around 5 million Base customers by promoting 5 “key” products with them.
Thanks to this major commercial initiative, revenues per customer of Base customers increased from 70 euro to 126 euro per year.
Other initiatives pursued in the first half included campaigns to promote key products (in particular, mortgage loans for young
people, payment cards, and basic investment products), training for managers to improve their advisory skills, the planning and
launch of “Customer Journey” campaigns (supported by the launch of the “New Digital Experience”), and activities to promote
the use of integrated multichannel banking.

The Multichannel Bank Project involves the integration of physical and remote banking channels. It aims, on the one hand, to give
customers greater flexibility and autonomy in managing their relationships with the Bank, and, on the other, to enable managers
to focus on a more personalised and specialist offer of services.

In the first half of the year, efforts were focused on the fine-tuning and enhancement of the mobile app (Android and 10S), the
expanded integration of the On-line Branch with the physical network, the release of Digital Identity tools (MyKey and Okey
Smart), digitisation initiatives, and the remote promotion of insurance and asset management products.
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A new Guest Area was set up on the Intesa Sanpaolo website as a pilot initiative for personal loans to prospective customers, in an

effort to facilitate the development of new customer relationships.

The acquisition of 100% control of Banca ITB, finalised in December 2016, falls within the strategy of developing multichannel

banking and the Banca 5® model, as it enables:

- the leveraging of the existing network of over 22,000 accredited points of sale to expand cross-selling to Group customers
and acquire new customers (tapping into a potential customer base of some 25 million customers, of which 12 million are
already customers of Banca ITB's partner points of sale);

- the creation of a “proximity bank”, focused on instant banking, which is complementary and with a lighter cost structure
versus the existing branch network, which is increasingly specialised in advisory and high value-added services.

The Plan envisages the development of new professional areas tied to the core banking business (including real estate brokerage
and e-commerce), in an effort to create new sources of fee and commission income and seize opportunities for cross-selling.
On the real estate front, Intesa Sanpaolo Casa is now fully operational. The company operates through a network of 32 physical
agencies located in 11 cities, including a branch dedicated to institutional clients located in Milan, an on-line agency, and specialist
partners (Habitissimo, Cocontest, and CasaClima), offering customers services that range from brokerage, interior design and
renovation to check-up and planning services for energy redevelopment measures. Intesa Sanpaolo Casa is committed to the
continuous innovation and improvement of customer experience, which recently led, for example, to the launch of a new tool
enabling virtual visits of properties on sale.

During the half-year, over 700 customers were acquired and around 1,100 sale mandates were collected, with approximately 430

agreements completed/in course of completion.

To expand the reach of the network, partnership agreements have been entered into with other real estate agencies.

As regards e-commerce, the “Destination Gusto” website was launched, an Intesa Sanpaolo portal designed to create new market

opportunities for products of excellence in the wine and food sector.

February instead saw the launch of “Destination Italia” a tourism sector start-up in which Intesa Sanpaolo is an investor, and

whose mission is to promote Italian tourist offerings on mostly international retail and wholesale markets. A B2B range of offers is

already operational for business customers, while work is underway on a B2C platform, targeted at individual consumers.

Another project is the SME Finance Hub, which aims to integrate the specialist business finance skills of Mediocredito Italiano into

Banca dei Territori operations. During the first half of the year, efforts continued to focus on organisational adjustments and the

development of the products needed to maximise the commercial effectiveness of the Company. In terms of organisation,

initiatives revolved around the centralisation of various governance functions at the Parent Company.

Commercial operations instead involved the development of supply chains within the Confirming project; the kick-off of an

International Confirming project (involving the C&IB, BdT, and International Subsidiary Banks Divisions); the hiring of resources

with specific expertise in the Advisory and Structured Finance teams; and the launch of Nova+ for Industry 4.0.

An initiative involving the entire Banca dei Territori network is the “Insieme per la Crescita” (Together for Growth) programme.

The idea is to target commercial behaviour through a stronger focus on relationships, thereby increasing the network’s

performance and customer satisfaction.

Having identified the elements of behaviour that are essential to building a solid relationship with customers, a series of initiatives

were launched to spread a consistent business culture, involving a targeted in-house communication campaign and support

measures directly at Group branches. A new version of the “Barometer” was released, aimed at encouraging Group colleagues to
share their experiences of work at branches, while "Vividigitale" events, designed to help customers discover new multichannel
banking opportunities, were expanded.

The Global Transaction Banking project assigns to a single product company the strategic coordination of Group activities in the

field of transactions, with a view to supporting business growth through product innovation, excellence in commercial support,

and a pro-active development of partnerships.

In the first half of the year, the Global Transaction Banking Department was reorganised on the basis of the expertise it has

consolidated, and a standardisation plan was introduced for the Transaction Banking units at International Subsidiary Banks.

On the commercial front, various initiatives were launched, focused on the enhancement of the company’s information assets, the

development of new products, the digitisation of services, the completion of the specialist training programme, the

implementation of the new specialist model in Italy and abroad, the start-up of the first 6 GTB desks to support major

International Branches/Hubs, and the introduction of a public relations plan involving the bank’s participation in events at

world level.

Efforts to expand the range of products and services offered by Banca IMI focused on three main areas: asset-backed trading in

the commodities market for Corporate customers, the launch of new risk-hedging products and, lastly, the offering of products

and services usually reserved to professional investors to Ultra High Net Worth Individuals (UHNWI), which is now operational as a

result of the secondment of Banca IMI specialists to Intesa Sanpaolo Private Banking.

Key activities carried out in the first half of the year also included: i) the development of products for trading on natural gas

(in particular, the creation of price-indexed contracts); ii) the physical delivery of futures on the Netherlands’ Ice Endex market; iii)

the start of trading on the MGAS platform run by the Energy Markets Operator; and iv) the provision of assistance, as financial

advisor, to Intesa Sanpaolo’s Capital Light Bank, in the project called “Beyond the Clouds” for the sale of around 2 billion euro
of NPLs.

On the international front, further progress was made on the development of the International Network, with a view to

strengthening the Group's competitive edge in terms of commercial offering and geographical coverage.

The companies operating in Private Banking (Banca Fideuram, Intesa Sanpaolo Private Banking, Sirefid and Intesa Sanpaolo Private

Bank Suisse) were aggregated into a single hub, which aims to strengthen leadership in Italy and consolidate the Group's status as

a big player in Europe thanks to the continuous evolution of the product range, the service model and the technological

instruments supporting advisory activities.

The distribution network was expanded in the first half of the year with the opening of new branches and Hub Centres dedicated

to loans to HNWI. The new digital advisory platform “Alfabeto” saw a total of 4,200 advisors and 46,000 customers with

medium-high financial expertise accredited. Fideuram reviewed its branch model, with the automation of low-service content
processes. New investment products were launched (including PIR-compliant funds) and the range offered by the London branch
was expanded. Finally, cooperation was launched with Intesa Sanpaolo Casa, and efforts continued for the development of
advanced advisory services for private banking customers (SEI for the Fideuram network and VIEW for the Intesa Sanpaolo
Private Banking network).
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The Asset Management Division has set itself three main objectives: ensuring the excellence of the support to the Group networks
through the prompt creation of products that are always in line with the market situation, becoming a centre of reference for
institutional customers and promoting extra-captive distribution on the domestic as well as international markets.

The Division took steps in several areas during the first half of the year. Work for the Banca dei Territori, Private Banking and
Insurance Divisions has materialised in the development of the offer, in improving the quality of after-sales support and in
contributing to sales networks' training programmes on the basis of specific requirements of the individual structures.
Improvement of the product catalogue as well as the strengthening of the sales action on institutional customers and extra-captive
customers continued. As regards the international expansion of the business, Eurizon branches were opened in Paris and
Frankfurt, new institutional customers were acquired in Europe and Latin America, asset management activities were started up in
Hong Kong, and a wealth management company was set up in Qingdao, China.

The Insurance Division worked on organisational initiatives to improve coordination among Group entities engaged in the
insurance business, while on the commercial front, efforts focused on promoting capital-efficient life policies (Class Ill and multi-
line products) and on expanding non-life business. The growth objectives of this latter business will be supported by Big Data
solutions (Information Driven Business), multichannel services, the introduction of professionals specialised in the sale of non-life
products, the expansion of the offer targeted at SMEs, and by building on synergies with the Banca 5® project.

b) Core Growth Bank

The Banca dei Territori Division continues to work on the development of three projects aimed at optimising the service model:
Full Potential (Retail), Investment House (Personal), and Business-Entrepreneur (Enterprises).

As regards the “Full Potential” project, work continued on the rationalisation measures for the network and the transformation of
the branch layout.

The “Investment House” project instead focused on the expansion of the range of products and services and the training of the
personnel dedicated to the Out-of-Branch offering.

As part of the “Business-Entrepreneur” project, to enhance services to support the international expansion of businesses a new
specialist team was set up, which also works in partnership with select external partners. The services were advertised through the
organisation of on-site visits to customers and meetings at business branches, and participation in thematic events.

Intesa Sanpaolo Forvalue launched the offe