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5 relevant risks in 2024 (according to EIU at the end of 2023)

Interest rate risk: The Rockstar among risks

Rischio cyber: Si vis pacem para bellum

Climate risk & ESG: Still relevant ?



Rising
Geopolitical
tension

Priorities are changing..
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But monetary policy has
clear mandate

European

economy
experiencing a
hard landing

Declining euro zone inflation and wage growth pave the way for monetary policy easing

from June

E_uro zone negotiated wages (% change, year on year)

Euro zone unemployment rate (%)
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Sources: Eurostat; ECB; EIU.

*Excluding energy and food prices



Drought in Europe
(combined drought indicator in Europe; second ten-day
period of February 2024)
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Confidence is a balancing
act.

Rising debt
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Public debt will remain above 100% of GDP in five EU countries in 2024

(public debt; % of GDP)
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None of us
has the

crystal
ball..

But a good Risk
Management framework
could help..




With credit risk out of the way..

Crediti deteriorati: quota sul totale dei prestiti (1)

(valori percentuali)
(a) totale sistema bancario (b) gruppi significativi (2)
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Fonte: Rapporto sulla stabilita finanziaria Bankit Aprile 24



And profitability not an issue anymore..

Banche quotate italiane nel confronto internazionale

(dati giornalieri)
(a) ROE atteso a 1 anno (1) (b) price-to-book ratio (2) (c) premi sui CDS (3)
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Fonte: Rapporto sulla stabilita finanziaria Bankit Aprile 24



Interest rate risk is the new priority..

ECB to Cut in June but not in July

Policy rates, %
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e Guidelines IRRBB/CSRBB
e RTS on IRRBB-SOT

European e RTS on IRRBB Standardized Approach

Eba Banking
Authority
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¢ Final Draft on Guidelines and RTS
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2022

SOT EVE: 15%

e Final Draft on ITS on supervisory
reporting with respect to IRRBB

e First application of amended ITS

: on supervisory reporting with
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ECB Cyber stress test assessing resilience

Incidenti cibernetici per tipologia (1)

(unita)
16 16
12 12
8 8
4 4
0 0
attacchi accessi malware ingegneria
DoS non sociale
autorizzati
Fonte: Rapporto sulla stabilita finanziaria Bankit Aprile 24 15



Cyber risk e Digital
Operational Resilience

* DIGITAL OPERATIONAL RESILIENCY
rappresenta la capacita di
un'organizzazione di resistere e
rispondere rapidamente ad eventi che
compromettono la funzionalita dei suoi
sistemi e processi digitali attivando
pertanto un approccio di identificazione,
gestione e mitigazione dei rischi legati alla
sicurezza informatica, alle interruzioni dei
servizi e ad altre minacce Cyber a favore
di una continuita operativa e la
protezione dei dati e delle informazioni
critiche
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regolamento

RISK

MANAGEMENT

b33

Si vis pacem para bellum

Il Digital Operational Resilience Act, (DORA) stabilisce un framework universale per la gestione e la mitigazione del rischio ICT nel settore finanziario.
All'interno del regolamento sono definite 5 aree tematiche («building block»), all’interno del quale sono definiti i requisiti e le principali novita del

INCIDENT

REPORTING

RESILIENCY
TESTING

@

THIRD PARTIES RISK
MANAGEMENT

LS
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| FRAMEWORK | PROCESS | PLANNING [N OVERSIGHT | COMMUNITY

| GOVERNANCE | CLASSIFICATION | ROLL-OUT [ | CRITICAL TP | INFO SHARING

| ASSET MGT | NOTIFICATION | ADVANCED TESTS [ | 4th PARTY | Requisit] non

| CARTOGRAPHY | | INDEPENDENCES 4= CONTRACT | | mandatori |
| PROTECT | | EXIT STRATEGY |

| DETECT | | AUDITS |

| RECOVERY | | REGISTER |

| IMPROVE | | RISK MANAGEMENT |

| COMMUNICATION |
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Climate and ESG risk: are they still
relevant?




NGFS scenarios Framework
[~ Net Zero 2050 limits global warming to 1.5°C through

stringent climate policies and innovation, reaching

ﬁn‘ Disorderly Too little, too late
= global net zero CO, emissions around 2050. Some

= | jurisdictions such as the US, EU and Japan reach net
oi < < zero for all GHGs.
ivergent -
Net Zoero Below 2°C gradually increases the stringency of
(1.5°C) Delayed climate policies, giving a 67% chance of limiting global
transition \_ warming to below 2°C.

 Divergent Net Zero reaches net zero around 2050 but
with higher costs due to divergent policies introduced
across sectors leading to a quicker phase out of oil use.
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Disorderly
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Delayed transition assumes annual emissions do
not decrease until 2030. Strong policies are needed
. to limit warming to below 2°C. CO, removal is limited.

Current

o (" Nationally Determined Contributions (NDCs) includes
policies

all pledged policies even if not yet implemented.

Orderly Hot house world Current Policies assumes that only currently

implemented policies are preserved, leading to high
\_ physical risks.

Hot house world
A

Physical risks




Transition risks
+ Policy and regulation
« Technology
development
+ Consumer preferences

Physical risks

« Chronic (e.g.
temperature,
precipitation,
agricultural
productivity, sea
levels)

+ Acute (e.g. heatwaves,
floods, cyclones and
wildfires)

Micro
Affecting individual businesses and households
Businesses Households
« Property damage and business  + Loss of income (from weather
disruption from severe weather disruption and health impacts,
« Stranded assets and new capital labour market frictions)
expenditure due to transition « Property damage (from severe
+ Changing demand and costs weather) or restrictions (from
+ Legal liability (from failure to low-carbon policies) increasing
mitigate or adapt) costs and affecting valuations
Macro

Aggregate impacts on the macroeconomy

« Capital depreciation and increased investment

+ Shifts in prices (from structural changes, supply shocks)

+ Productivity changes (from severe heat, diversion of investment to
mitigation and adaptation, higher risk aversion)

+ Labour market frictions (from physical and transition risks)

+ Socioeconomic changes (from changing consumption patterns,

migration, conflict)

« Other impacts on international trade, government revenues, fiscal
space, output, Interest rates and exchange rates.

Climate and economy feedback effects

Source: NGFS

Credit risk

+ Defaults by businesses
and households
+ Collateral depreciation

Market risk

+ Repricing of equities,
fixed income,
commodities etc.

Operational risk

+ Supply chain disruption
+ Forced facility closure

Liquidity risk
« Increased demand for
liquidity
+ Refinancing risk

Economy and financial system feedback effects

Financial system contagion

annels.
Il

Economic
Transmissio
n Channels

Materiality
Assessment

Financial Impact &
Risk Appetite



But in the meantime, market
efficiency kicks in..

[nvestors pull $40bn from ESG funds |
as sustainable stocks frenzy subsides

e First reversal for boom sector @ Poor returns sap confidence & Backlash spreads from US to Europe



So what?

* Evidences suggest it’s time to
act

» Strong regulatory push/high up
on the reg agenda

* Long term profitability impact
not irrelevant




ake aways

New skills and new roles is the real challenge

Beyond traditional financial risks (but they are not out of fashion)

Cybersecurity and cyber resilience have a strategic role

There is no trade-off between ESG requirements and long-term business sustainability



