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Resilient and Modern banks
to finance growth
The reform of the banking sector
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INTROduction

Italy's banking sector has long been characterized by various
types of intermediaries, but these intermediaries are not
organised according to diﬀerentiated objectives and
means.
The government has implemented a reform of the system,
in order to make the roles more uniform with respect to size
and to facilitate the write-oﬀ or transfer/sale of non-performing
loans (NPLs). The ultimate objective is to increase credit ﬂows to
businesses and households.

Reform of
cooperative
banks

On February 2016 the Government has approved the reform of smaller cooperative banks (“BCCs”) to
consolidate and bolster the Italian banking system. This includes the creation of a joint-stock parent
company, with expected control stake detained by BCCs and minimum capital requirement of 1 bn €.
Single banks can join through a “cohesion” pact, which deﬁnes powers of the parent company over
the contracting bank. This conglomerate could potentially become Italy’s third largest group.
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Reform of
banking
foundations

The reform is aimed at giving greater emphasis to the community-based initiatives of the
foundations.
The reform process has been guided by the Treasury and led to the signing of a memorandum
of understanding with the Italian Associations of Banking Foundations.
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“GACS”
Guarantee on
NPLs ABS

On February 2016 the Government has introduced a guarantee for senior tranches of securitized nonperforming loans, in order to facilitate the dismissal of NPLs. The ﬁnal aim is to restore and increase
lending to the real economy.
The guarantee will be issued upon request of banks, which in turn have to pay a regular commission
to the Treasury. Price of the guarantee will reﬂect the market price in order to ensure the state aid-free
nature of the scheme.
The State will guarantee only senior tranches of the Asset Backed Securities which have received a
rating equal to or higher than Investment Grade by a rating agency qualiﬁed to the ECB (i.e. the main
credit rating agencies). Guarantee is eﬀective after that half of the junior tranches have been sold. The
riskiest tranches (i.e. junior and mezzanine) shall not be repaid until the senior tranches guaranteed by
the State have been fully repaid.
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New rules to
enhance NPLs
value

Key restructuring measures to reduce lead-time for asset foreclosure.

Pre-bankruptcy
procedures
(“Concordato preventivo”)
competing plans and competitive bids are
now permitted

New debt restructuring
agreement
only 75% of financial creditors are
needed to conclude an agreement,
if accounting for half of total
indebtedness

Transfer/sale
procedures
faster and easier transfer/sale
procedures to ensure a higher
realizable value

Proceedings
access to interim financing has been made
easier

New rules to
streamline
credit
enforcements

The Italian Government approved further amendments to Italian insolvency law and to the Italian
Code of Civil Procedure, to improve the eﬃciency of insolvency proceedings and to streamline
credit enforcements.

Pegno non possessorio: the debtor is now
able to grant a pledge over a movable asset
used for the conduct of its business (for
example, machinery) without losing
possession of the asset. The “pegno non
possessorio” needs to be registered with a
new “online register” managed by the Revenue
Agency

Patto Marciano: financial institutions and
businesses can enter into a facility
agreement secured by real estate assets;
the parties may agree that the transfer of
the asset will become effective upon default
by the borrower

procedural term to oppose the validity of
enforcement acts have been reduced; partial
effectiveness of an injunction order is now
admitted; in the context of a judicial auction
the purchaser is allowed to obtain the
assignment of the relevant asset to a third
party named by the same purchaser

bankruptcy and insolvency procedures have
been digitalized; they have to be listed into
a digital register managed by the Ministry
of Justice

New provisions
for tax
deductibility
of loan losses

The period for deductibility has been reduced from 5 years to 1 year. The deduction of the diﬀerent
portions of deferred tax assets (DTAs) will be oﬀset in bank balance sheets. The government has come
up with a trade-oﬀ between tax revenue ﬂows and bank tax payments.
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TO BE DEDUCTED IN 10 YEARS (2025)

The Atlante
Fund

The Atlante Fund, privately managed, is expected to have a minimum size of € 6 bn at inception and a
maturity up to ﬁve years, extendable by up to three one-year periods. The fund will invest in both bank
capital increases required by the regulator and various tranches of SPVs created to unburden the
balance sheets of Italian banks of the stock of NPLs.
Atlante is structured as a closed-end fund reserved to institutional investors, which include banks,
foundations, insurance companies. It is managed by Quaestio Capital Management.

More credit
from more
efficient
banks

Banks will continue to have a central role in funding businesses.
The reform has therefore been focused on increasing the
banking sector's eﬃciency, making the means and goals
more consistent.
The new provisions applicable to the management of NPLs and
the deferred tax assets (DTAs) ratios will help in rebuilding an
healthy ﬁnancial market environment, and therefore, in ensuring
greater ﬂows of credit to the economy.
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