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The structure of the Banca Popolare di Vicenza Group at 31 December 2008 is analysed below 
by business area.

(1) In February 2009 turned from S.p.a. into S.c.p.a.
(2) In March 2009 turned from S.p.a. into S.r.l.

BPVI GROUP STRUCTURE



Presence in Italy

Distribution of branches BPVi’s Group at December 2008
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TERRITORIAL PRESENCE OF THE BPVi GROUP AT 31 DECEMBER 2008
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The sales network of the BPVi’s Group	 31/12/2008
   Branches Financial  Private bank 	 Total	
    shops outlets

Banca Popolare di Vicenza 436 1 18	 455
Cassa di Risparmio di Prato 94  –  3	  97
Banca Nuova 106 17 5	 128
Farbanca 1  –  –	 1

Total  637	 18	 26	 681

Geographical distribution of branches 31/12/2008
   Number	 Comp. %

North Italy  437	 68,6 
Central Italy 106	 16,6 
South Italy 94	 14,8

Total   637 	  100,0 

Presence abroad

The presence of the BPVi Group abroad is assured by three Representative Offices: in Hong 
Kong, operational since the 1980s, in Shanghai, opened in June 2005, and in New Delhi, which 
was opened in April 2006. 
In addition, the BPVi Group holds equity investments in a number of Central and Eastern Eu-
ropean banks, in order to support those Italian firms that maintain commercial relations with 
the countries concerned. This support is guaranteed by Italian-speaking personnel who work for 
the International desks of the local banks in which investments are held.
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PRINCIPAL DATA AND SUMMARY INDICATORS
FOR BANCA POPOLARE DI VICENZA

Balance sheet highlights 2008 2007 Changes 
(in millions of euro)   (+/-)	 %

Banking business  43,995 43,906 89	 0.2
Direct deposits 15,051 13,885 1,166	 8.4
Indirect deposits 12,926 15,108 -2,182	 -14.4
Loans to customers 16,018 14,913 1,105	 7.4

Total Assets 22,881 21,411 1,470	 6.9
Risk-weighted assets (RWA) 17,124 20,266 -3,142	 -15.5
Net interbank position -467 -743 276	 -37.1
Equity (excluding net income for the year)  2,693 2,674 19	 0.7
Regulatory capital  2,859 2,665 194	 7.3

Income statement highlights 2008 2007 Changes 
(in millions of euro)   (+/-)	 %

Net interest income  405.6 355.3 50.3	 14.2
Net fee and commission income  177.6 175.0 2.6	 1.5
Net interest and other banking income  654.2 582.7 71.5	 12.3
Operating costs  -434.1 -364.0 -70.1	 19.3

of which: payroll   -254.3 -209.9 -44.4	 21.2
of which: other administrative costs   -179.4 -162.5 -16.9	 10.4

Profit from current operations before tax   190.3 149.1 41.2	 27.6
Net income for the year   151.0 110.1 40.9	 37.1

Other information 2008 2007 Change	 Change %
	    

Number of employees at year-end (1) 3,508 3,354 154	 4.6
Number of branches  436 429 7	 1.6

(1)	 The figure at 31/12/2007 includes employees of the former UBI branches.
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Key performance indicators	 2008	 2007	 Change
 			   2008/2007
 
Structure ratios (%)			 
Loans to customers / Total assets 	  70.0%	 69.7%	 0.3 p.p.
Direct deposits / Total assets	 65.8%	 64.8%	 1.0 p.p.
Loans to customers / Direct deposits	 106.4%	 107.4%	 -1.0 p.p.
Asset management and retirement savings /
Indirect deposits	 30.8%	 37.6%	 -6.8 p.p.
Total Assets / Equity (leverage)	 8 x	 7.7 x	 0.3 x

Profitability and efficiency ratios (%)			 
Net income for the year / 
Equity excluding net income for the year (ROE)	 5.6%	 4.1%	 1.5 p.p.
Net income for the year / Total average assets (ROAA) (1)	 0.7%	 0.6%	 0.1 p.p.
Net interest and other banking income / Total average assets	 3.0%	 3.0%	 0.0 p.p.
Administrative costs, amortization and depreciation /
Total average assets	 2.0%	 2.0%	 0.0 p.p.
Cost/Income (2)	 65.4%	 60.8%	 4.6 p.p.

Productivity ratios (3)			 
Direct deposits per employee (in millions of euro)	 4.4	 4.5	 -3.4%
Indirect deposits per employee (in millions of euro) 	 3.7	 4.9	 -23.8%
Loans to customers per employee (in millions of euro)	 4.6	 4.8	 -4.3%
Net interest income per employee (in thousands of euro)	 117.3	 115.3	 1.7%
Net interest and other banking income
per employee (in thousands of euro) 	 189.1	 189.1	 0.0%
Payroll costs per employee (in thousands of euro)	 73.5	 68.1	 7.9%

Risk ratios (%)			 
Risk-weighted assets / Total Assets	 74.80%	 94.70%	 -19.90 p.p.
Net impaired loans/Net loans 	 3.50%	 3.34%	 0.16 p.p.
Net non-performing loans/Net loans	 1.38%	 1.48%	 -0.10 p.p.
Non-performing loans coverage (%) (4)	 49.82%	 42.45%	 7.37 p.p.
Impaired loans coverage (%)	 34.52%	 31.75%	 2.77 p.p.
Performing loans coverage (%) 	 0.45%	 0.54%	 -0.09 p.p.

Capital adequacy ratios (%)			 
Core Tier 1	 12.04%	 9.69%	 2.35 p.p.
Tier 1 (Tier 1 capital / Total weighted assets) 	 12.04%	 9.69%	 2.35 p.p.
Total Capital Ratio (Regulatory capital / Total weighted assets)	 16.70%	 13.15% 	 3.55 p.p.

(1)	 Total average assets are determined as the simple average of total assets at the end of the current year and at the end 
of the previous year.

(2)	 This is the ratio of administrative costs (line item 150) plus net adjustments to property, plant and equipment and in-
tangible assets (line items 170 and 180) to net interest and other banking income (line item 120) plus other operating 
charges/income (line item 190).

(3)	 The productivity indicators are calculated with reference to the average number of employees.
(4)	 The coverage of non-performing loans at 31 December 2008, including receivables being written off for insolvency 

proceedings still in progress, was 66.63%.
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PRINCIPAL DATA AND SUMMARY INDICATORS FOR THE BPVi GROUP

Balance sheet highlights 2008 2007 Changes 
(in millions of euro)   (+/-)	 %

Banking business 60,001 58,854 1,147	 1.9
Direct deposits 21,406 19,484 1,922	 9.9
Indirect deposits  15,890 18,531 -2,641	 -14.3
Loans to customers 22,705 20,839 1,866	 9.0

Total Assets 28,933 27,255 1,678	 6.2
Risk-weighted assets (RWA) 21,243 25,672 - 4,429	 -17.3
Net interbank position -771 -1,290 519	 -40.2
Equity (excluding net income for the year)  2,621 2,629 -8	 -0.3
Regulatory capital  2,425 2,433 -8	 -0.3

Income statement highlights 2008 2007 Changes 
(in millions of euro)   (+/-)	 %

Net interest income 652.9 589.8 63.1	 10.7
Net fee and commission income 271.9 265.4 6.4	 2.4
Net interest and other banking income 952.4 877.2 75.2	 8.6
Operating costs -678.9 -588.6 -90.3	 15.3

of which: payroll -411.5 -349.4 -62.1	 17.8
of which: other administrative costs  -261.2 -237.0 -24.2	 10.2

Profit from current operations before tax  172.1 194.2 -22.0	 -11.4
Net income for the year pertaining
to the Parent Bank 108.7 113.7 -5.0	 -4.4

Other information 2008 2007 Changes 
	    (+/-)	 %

Number of employees at year-end(1) 5,645 5,432 213	 3.9
Number of branches 637 628 9	 1.4

(1)	 The figure at 31/12/2007 includes employees of the former UBI branches.
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Key performance indicators	 2008	 2007	 Change
 			   2008/2007
 
Structure ratios (%)			 
Loans to customers / Total assets	 78.5%	 76.5%	 2.0 p.p.
Direct deposits / Total assets	 74.0%	 71.5%	 2.5 p.p.
Loans to customers / Direct deposits	 106.1%	 107.0%	 -0.9 p.p.
Asset management and retirement savings / Indirect deposits	 33.3%	 39.6%	 -6.3 p.p.
Total Assets / Equity (leverage)	 10.6 x	 9.9 x	 0.7 x
 		
Profitability and efficiency ratios (%)			 
Net income for the year /
Equity excluding net income for the year (ROE)	 4.1%	 4.3%	 -0.2 p.p.
Net income for the year / Total average assets (ROAA)(1)	 0.4%	 0.4%	 0.0 p.p.
Net interest and other banking income /
Total average assets 	 3.4%	 3.4%	 0.0 p.p.
Administrative costs. amortization and depreciation /
Total average assets	 2.5%	 2.4%	 0.1 p.p.
Cost/Income (2)	 70.2%	 64.8%	 5.4 p.p.
 		
Productivity ratios (3)			 
Direct deposits per employee (in millions of euro)	 3.8	 3.8	 1.3%
Indirect deposits per employee (in millions of euro)	 2.9	 3.6	 -20.9%
Loans to customers per employee (in millions of euro)	 4.1	 4.1	 0.5%
Net interest income per employee (in thousands of euro)	 117.3	 114.9	 2.1%
Net interest and other banking income per employee
(in thousands of euro)	 171.2	 170.9	 0.1%
Payroll costs per employee (in thousands of euro)	 74.0	 68.1	 8.6%
 		
Risk ratios (%)			 
Risk-weighted assets / Total Assets	 73.40%	 94.20%	 -20.80 p.p.
Net impaired loans/Net loans	 3.72%	 3.44%	 0.28 p.p.
Net non-performing loans/Net loans	 1.51%	 1.51%	 0.00 p.p.
Non-performing loans coverage (%) (4)	 49.36%	 44.49%	 4.87 p.p.
Impaired loans coverage (%)	 34.31%	 32.51%	 1.80 p.p.
Performing loans coverage (%)	 0.49%	 0.52%	 -0.03 p.p.
 		
Capital adequacy ratios (%)			 
Core Tier 1	 7.34%	 5.96%	 1.38 p.p.
Tier 1 (Tier 1 capital / Total weighted assets)	 7.34%	 5.96%	 1.38 p.p.
Total Capital Ratio (Regulatory capital / Total weighted assets)	 11.42%	 9.48%	 1.94 p.p.

(1)	  Total average assets are determined as the simple average of total assets at the end of the current year and at the end 
of the previous year. 

(2)	 This is the ratio of administrative costs (line item 180) plus net adjustments to property, plant and equipment and in-
tangible assets (line items 200 and 210) to net interest and other banking income (line item 120) plus other operating 
charges/income (line item 220).

(3)	 The productivity indicators are calculated with reference to the average number of employees.
(4)	 The coverage of non-performing loans at 31 December 2008, including receivables being written off for insolvency 

proceedings still in progress, was 66.63%.
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DIRECTORS’ REPORT ON OPERATIONS

Stockholders,

The strong results presented in these financial statements were earned in a year without 
precedent since the Second World War. The sweeping events that affected the domestic and 
international economies, the financial markets and the banking sector are described in more 
detail in the section of this report dealing with the macroeconomic situation.

Fortified by a strong balance sheet, the BPVi Group took inspiration from its mission and its 
special characteristics as a people’s bank in determining the strategic guidelines and drivers 
required to face the operational challenges that, still today, are penalizing the entire financial 
system. These strategic guidelines are in fact set down in the new Business Plan 2008-2011, 
which was prepared during the first part of the year and definitively approved in September 
2008. Key aspects include the maintenance of capital adequacy, a focus on traditional banking 
activity, improved equilibrium between the growth of lending and the level of direct customer 
deposits, stronger management and control at Group level, attentive risk control and rigorous 
cost management. In short, even before the crisis intensified so dramatically, the BPVi Group 
had already determined its strategy for the consolidation of growth, with a view to improving 
the profitability and efficiency of the core business over the medium term, and to creating the 
equity, operational, financial and organizational foundations for a possible new phase of growth 
in the future.
Given current conditions, activity was focused on achieving a priority objective: stand alongside 
the local economies served by continuing to ensure lending support for households and 
businesses, especially small and medium-sized firms. Indeed, when approving the 2009 Budget, 
the Board decided to increase the size of available facilities in order to provide further oxygen to 
the local economies and their businesses at this crucial time.

This approach is reflected in the balance sheet of Banca Popolare di Vicenza, which reports a 
7.4% increase in lending over the year to 16 billion euro at the end of 2008. These loans were 
financed entirely by the direct deposits taken from customers, which now exceed 15 billion euro 
after a rise of 12.2%, ignoring the liabilities for assets sold but not derecognized. By contrast, 
indirect deposits have fallen by 14.4% due to adverse conditions in the financial markets and 
the lower demand for asset management products. 

The assurance sector has also performed well, with growth of 7.2% confirming the benefits of 
the recent partnership with the Cattolica Assicurazioni Group.

The income statement reports net income of 151 million euro, which is more than 37% 
higher than in the previous year. Despite the macroeconomic and banking sector complexities 
mentioned earlier, this performance reflects a strong rise in the interest margin (+14.2%), the 
stability of commission income (+1.5%) and a prudent approach to trading. Net interest and 
other banking income consequently rose to 654 million euro, up 12.3% with respect to 2007. 
The results of financial management were also up by more than 12% after adjustments to 
loans and other financial assets. Operating costs were 19.3% higher than in 2007, due to the 
physiological effects of the significant increase in scale achieved by the Bank in the recent past. 
The profit from current operations before tax was 27.6% greater than in the prior year, assisted 
by pre-tax profits from equity investments of 97.1 million euro, including the capital gain earned 
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on the disposal of the holding in Linea S.p.A.. 
The net income earned by the Parent Bank means that a dividend of 1.15 euro per share can be 
proposed (+15% with respect to 2007). This amount, part to be paid in cash (12.5%), part via 
the distribution of treasury shares, leaves room for a further improvement in the Group’s capital 
ratios and the natural continuation of support for households and businesses.

The growth in lending and deposits at a consolidated level reflects the trends already described in 
relation to the Parent Bank. Loans verso customers amount to 22.7 billion euro at 31 December 
2008, up by 9.0% since 31 December 2007. Direct deposits total 21.4 billion euro following a 
rise of 13.4%, ignoring “liabilities for assets sold but not derecognized”, while indirect deposits 
have fallen due to the performance of the asset management and asset administration sector.

As stated, the capital ratios are very strong: The core tier 1 and tier 1 capital ratios are 7.3%, 
while the total capital ratio is 11.4%. These amounts are considerably higher than those 
recommended by the Supervisory Authorities and among the highest in the Italian banking 
system.

The consolidated income statement reports net income of 108.7 million euro, down slightly 
(-4.4%) with respect to 2007. This outcome was affected by the economic and financial crisis 
which influenced the results of certain Group companies. It was mainly achieved due to the 
good performance by Banca Popolare di Vicenza and the positive contribution made by most 
subsidiaries that reported profits for the year.
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ECONOMIC AND FINANCIAL SCENARIO

Overview of the macroeconomic situation

Global economic conditions deteriorated during the last few months of 2008 at a rate not seen 
since the Second World War. . The contraction in GDP during the fourth quarter confirmed the 
broad recession afflicting the majority of the world’s leading economies. As a consequence,  the 
macroeconomic situation moving into 2009 is somewhat bleak. This picture is confirmed by the 
changes in the most recent qualitative indicators, which do not suggest any significant recovery 
during the first part of 2009. On the other hand, the weakness of international economic activity 
together with the fall in consumption have lowered the rate of inflation in Europe and Italy to 
less than 2%. This follows the rapid rise during the first part of the year, to a peak at the end of 
the summer when the consumer price index touched 4% or so.

The extremely expansionary approach adopted by international monetary policy during the last part 
of the year, assisted by the drop in inflation, caused reference rates to fall to historical lows. This was 
done in an attempt to normalize the functioning of the financial markets and stimulate both business 
and consumer demand. The effectiveness of this move, at least in the latter case, might however be 
hampered by the credit-tightening measures implemented by the banking system.

The performance of the Italian economy reflected these international trends (2008 GDP was 
1% lower than in 2007), although in this case the deterioration in the public sector accounts 
restricts the scope for recourse to fiscal policy as a driver to stimulate recovery. 

This extremely difficult and uncertain situation is also confirmed by the performance of the 
banking sector, where operations were seriously affected by the intense and unexpected credit 
crunch caused by the collapse of confidence within the financial system. The latest available data 
shows both a progressive reduction in lending activities, due to the weakness of demand and 
the tightening by banks of their criteria for the granting of loans, and an acceleration in bank 
funding operations, especially the issue of bonds, in order to meet their financing requirements 
despite the overall shortage of liquidity. The focus of the banking system on the more traditional 
funding methods has penalized other types of investment including, in particular, the asset 
management sector which suffered another year of major net outflows and contractions in the 
volume of assets under management.
With regard to bank rates, repeated policy action by the ECB resulted, from the end of 
November, in a generalized fall in both lending and funding rates. Since the latter declined by a 
lesser extent, the effect was to narrow the banking spread.

The international economic scenario

With its origins in the 2007 US sub-prime mortgage crisis, the financial crisis spread rapidly 
throughout the world and has now, in recent months, begun to affect economic activity in the 
developped countries, which were already weakened by the major rise in commodity prices seen 
in past months. Indeed, almost all the leading economies reported a contraction in GDP during 
the final quarter of the year, with a major drop in industrial production, a credit squeeze and a 
collapse in the confidence of households and businesses to record lows. The consequences for 
the emerging countries have also become clear, with both the flight of foreign capital, via the 
sale of shares and bonds held by international banks and investment funds, and the weakening 
of foreign demand. These factors have contributed to a marked slowdown in economic activity in 
those countries too, despite their apparent immunity to the financial crisis until a short while ago.
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The weakness of international economic activity, combined with a fall in consumption, 
contributed to a sharp fall in commodity prices including oil (stabilized in January at around 40 
dollars, compared with a peak of 143 dollars in July 2008), with a consequent reduction in the 
rate of inflation (December y-o-y: USA +0.1%, Euro area +1.6%, Italy +2.4%). This situation 
has enabled the leading central banks to adopt a strong expansionary policy in support of 
the economy, and to help normalize the functioning of the financial markets. This action has 
involved slashing official interest rates to unheard of levels by January 2009. (the ECB lowered 
the official rates to 2% in January 2009, while the FED voted unanimously to lower the rates 
for Fed Funds to between 0% and 0.25%, depending on the requirements). The many steps 
taken in recent months by governments and central banks, designed to ensure the continuous 
flow of lending to the economy by banks and restore market confidence, have had the effect 
of reducing market rates to especially low level. For the moment, however, these moves have 
not had a significant effect on the international economic situation, which continues to show 
worrying signs of recession. In particular, GDP data for the principal advanced economies 
has been among the worst in recent years: in December, the United States reported a drop in 
GDP for the second consecutive quarter (-1.6% between September and December, -0.1% in 
the third quarter), while three consecutive falls were reported in the Euro area (-1.5% in Q4, 
following -0.2% in both September and June), mainly due to the stagnation of both exports 
and private consumption. The extreme weakness of activity in the Euro area is confirmed by 
the performance of European industrial production, which suffered a record monthly fall of 
2.6% in December 2008 and slumped by 12.0% over the year as a whole.  Serious pessimism 
also stems from the most recent surveys of European business and consumer confidence, which 
highlight ongoing major concerns about employment, the prospects for savings and the trend 
in sales. All this is compounded by an extremely high level of uncertainty about the economic 
situation, as frequently evidenced by the ECB in their most recent monthly bulletins. These 
doubts continue to reduce the propensity to consume and investment, thus enhancing the risk of 
slower growth. 
 

International monetary policy

The abrupt deterioration in the financial crisis and economic situation from the start of 
September resulted, during the final months of the year, in a radical change in the monetary 
policy adopted by the international central banks. Until last June, these were actually weighing 
the possibility of further minor restrictive measures, especially in the Euro area, to combat 
inflationary pressures. The worsening of the economic situation and the consequent drop in 
foreign demand caused the prices for commodities, and oil in particular, to collapse and resulted 
in an unexpected change in the overall picture, with low rates of inflation. These conditions 
allowed the international central banks to take strong action to tackle the deepening financial 
crisis, with massive injections of liquidity into the market and steps to save various international 
financial institutions. The first coordinated monetary policy action in history took place on 8 
October 2008, with a simultaneous cut of 50 basis points in the policy rates of many leading 
international central banks, including the FED, the ECB, the Bank of England and the Bank of 
Canada. In the following months, there was more action from the FED (-50 basis points on 29 
October, -75/-100 basis points on 16 December) and the ECB (-50 basis points on 6 November, 
-75 basis points on 4 December and -50 basis points on 15 January 2009), which lowered the 
cost of money to historical minimums: between 0% and 0.25% in the United States and 2% 
in Europe. The Bank of England also made additional cuts, lowering interest rates to 1% in 
February 2009, which is the lowest rate since the foundation of the UK’s central authority.
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These special measures eased the tensions in the financial markets, as shown by the marked drop in 
interbank rates (3-month Euribor falling below 2%, a five-year minimum, in early February 2009), 
even though the level of uncertainty remains exceptionally high, as confirmed by President Trichet 
during the press conference that followed the ECB meeting on 5 February 2009. On that occasion, 
the Governing Council decided to leave rates unchanged at 2%, while remaining open to a further 
cut in March by between 25 and 50 basis points, given the sharp drop in the rate of inflation.

International financial markets

2008 was one of the worst years ever in the world financial markets, with extreme volatility 
and adverse performance that reached and, in some cases, exceeded declines of 50%. On the 
Milan exchange, only 7 out of the 336 listings managed to close the year ahead; the overall 
capitalization of this market essentially halved during the year (S&P/Mib down 49.5% from 
the end of 2007), falling to 372 billion euro or about one quarter of domestic GDP (slightly less 
than half in 2007). The Milan volatility index jumped from 12.5% in 2007 to 30.5% in 2008, 
peaking in October at 69.1% which was the highest level in the history of the Italian market: in 
particular, the exchange reported its largest fall on 1 October (-9.24%), followed by its largest 
gain on 13 October (+8.26%). The number of contracts made fell only slightly to 69.2 million, 
-4.6% compared with 2007. 

Ongoing financial tensions have continued to discourage IPOs on the Italian exchange. No new 
companies were admitted during the last quarter of 2008, and there were just 7 initial public 
offerings during the year, compared with 32 in 2007. The number of companies delisted, 18, was 
broadly in line with recent experience (16 in 2007 and 17 in 2006). Overall, the Italian exchange 
now lists 336 companies, compared with 344 at the end of 2007.

The financial crisis was felt more in Italy than elsewhere (S&P 500, New York -39.4%, Nikkei, 
Tokyo -42.1%, FTSE, London -31.8%, DAX, Frankfurt -40.4%, CAC40, Paris -42.8%), mainly 
due to the greater weighting of banking shares on the exchange. These shares were sold heavily 
during the final months of the year, as news flooded in about the funding difficulties of Italy’s 
leading banks.
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The Italian economy

The Italian economy moved into recession at the start of the second quarter of 2008. Following 
a positive start to the year (GDP +0.3% in the first quarter), the Italian economy deteriorated 
rapidly as the international crisis deepened, resulting in the worst slump in GDP for the last 
15 years. In particular, GDP fell 0.6% between March and June, 0.7% in the third quarter 
and 1.9% in the final quarter, resulting in an average decline in 2008 of 1.0%. This sharp fall 
essentially reflects the worsening of the international situation, with a consequent drop in 
foreign demand to accompany the persistent weakness of domestic demand and the stagnation 
of capital investment. Although the Italian statistics were the worst in the Euro area, they were 
less dramatic than the situation that emerged in Germany, where the rate of growth during the 
fourth quarter was 2.1 percentage points lower than in the previous quarter. The crisis was 
also serious in France and Spain (Q4 down respectively 1.2% and 1.0% compared with Q3). 
There were numerous leading indicators of this adverse performance, including four consecutive 
monthly falls in domestic industrial production, resulting in a collapse of 12.2% over the year 
to December 2008. This was the worst result since 1991. Even the jobs market is showing 
increasing signs of difficulty: employment, having grown for more than 10 years, received a set 
back in the third quarter of 2008, while the unemployment rate rose 0.5 percentage points over 
the year to 6.1%. There was also a significant rise in the recourse to government-assisted lay-offs 
at the end of 2008.
Due to a further deterioration in public sector finances, the contribution made to economic 
recovery by fiscal policy will be weak. Indeed, the most recent data from the Bank of Italy 
highlights an increase in public borrowing of about 65 billion euro over the year to December 
2008, to a staggering record level of 1,663.6 billion euro. This statistic places the ratio of public 
borrowing to GDP at 105.8% (103.5% at the end of 2007), while the deficit has risen to 3.1% of 
GDP (1.7% at the end of 2007). This breach of the Maastricht maximum was mainly due to the 
marked reduction in inflows as a consequence of the economic slowdown.
Inflation has continued to fall rapidly from its peak back in the summer (+4.1% between July 
and August): the consumer price index fell for the fifth consecutive month in January 2009, to 
below the 2% threshold for the first time in about eighteen months (+1.6% in January 2009, 
down sharply from +2.2% in December 2008). This effect was largely due to the large drop in 
the price of fuel, while food products remain “hot” although without repeating the significant 
increases seen throughout 2008. Continuation of this slowdown in the rate of inflation seems to 
be built into the expectations of most operators. The economic surveys carried out by ISAE at 
the start of the year have highlighted that both consumers and manufacturers expect a further 
significant reduction in inflation over the coming months. 
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The credit and savings market

Bank lending and non-performing loans

The growth of bank lending in Italy declined steadily during 2008, falling to +4.9% for the year to 
December compared with +9.8% at the end of 2007. The brake on bank lending appears closely 
linked with the weakness of demand for credit, given the prolonged slowdown of the Italian 
economy, not to mention the tougher criteria adopted by banks for lending to households and 
businesses. This last phenomenon, mainly reflecting the deterioration in the economic situation 
and difficulties in the sourcing of funds, heightened from the second half of September following 
the failure of Lehman Brothers, has been confirmed by the results of recent surveys of banks and 
firms. These indicate a rise in the margins applied on loans and a reduction, especially in the case 
of loans to households, of the ratio between the value of the loan and that of the guarantees given.
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The slowdown in lending compared with 2007 has also been affected by the upturn in 
securitizations intended, for the most part, to create instruments then used to guarantee 
refinancing transactions with the Eurosystem (retained securitizations). These exceeded 80 
billion euro at the end of 2008, compared with 10 billion euro in 2007.)

The quality of lending by Italian banks has begun to show signs of deterioration, as reflected in 
the most recent data available from the Supervisory Authorities at the time of this report. This 
information, covering the third quarter of 2008, highlights a rise in new non-performing loans (+18% 
with respect to September 2007), especially in Northern Italy and the Islands. The stock of watchlist 
loans also appears to be rising rapidly, both in absolute terms and as a percentage of lending: this 
dynamic is apparent in all geographical areas and all principal sectors, especially in the Northern 
regions, and in the business sector (increase in watchlist loans by 1.75 billion euro over the last twelve 
months) and the household sector (increase of more than 1 billion euro over the past year).

Deposits

The growth in bank deposits from Italian residents accelerated in 2008, with annual growth 
to December of +12.5% (+6.6% at the end of 2007) due to a rise in deposits and repurchase 
agreements and, above all, to an upturn in bond issues. In particular, the market for deposits 
and repos has been sustained in recent months by increased demand from households, due to 
the low opportunity cost of holding liquidity. The continued riskiness of the financial markets is, 
in fact, prompting a reallocation towards financial assets with a low risk-yield profile. The bond 
sector has grown strongly (+20.6% over the year, compared with +12.1% at the end of 2007) 
due to financial market tensions that have effectively forced Italian banks to make recourse to 
this important instrument for their funding needs. Deposits from abroad (borrowing from non-
residents) contracted noticeably during the last part of the year, with the dynamic changing from 
+20.6% at the end of 2007 to -8.9% in December 2008.

2008 was undoubtedly one of the most difficult years ever for the asset management sector 
which, evidently, has not yet overcome the profound difficulties that emerged during 2007. 
The wealth managed by open-end mutual funds and sicavs totaled just 409.2 billion euro in 
December 2008, after falling 28.2% since the end of 2007. Net outflows continued throughout 
2008, totalling about 140 billion euro over the year or almost triple those seen in 2007 (-53 
billion euro). The latest data published by Assogestioni, relating to January 2009, does however 
appear to contain a small ray of hope. In particular, the rate of outflows from mutual funds has 
slowed considerably with respect to that recorded in 2008 (-4.9 billion euro during the month), 
with improvements in all segments except for bond funds, which still represent the largest source 
of outflows from mutual funds.

There was also a further decline in the portfolio management activities of Italian banks, which 
were down over the year to November 2008 by 36% (-12% at the end of 2007). The latest 
available data for total securities deposited with Italian banks (both under management and 
held directly by customers) reflects a slight, 2.0% rise over the year to November. Analysis of the 
type of financial assets held shows, in particular, that savers strongly prefer bonds and short-term 
treasuries (BOT) over mutual funds and longer-term treasuries (BTP and CCT).
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Bank interest rates

Repeated cuts in the ECB’s policy rates  from October (-0.50 percentage points on 8 October, 
-0.50 on 6 November, -0.75 on 4 December and -0.50 on 15 January 2009), only began to 
influence bank rates from the end of November. 
Between October and December 2008, the weighted average of bank lending rates on loans 
to households and non-financial businesses fell by 47 basis points (ABI data); this did not fully 
reflect the collapse in market rates over the same period (for example, 3-month Euribor dropped 
by 186 basis points between the end of October and the end of December). This sudden fall in 
market rates, outpacing that seen in relation to bank lending rates, caused the mark-up to increase 
from November to 3.19 percentage points at the end of December compared with 1.79 points 
just two months earlier. The slower dynamic of bank lending rates was partly due to the repricing 
mechanism applicable to forms of lending indexed to market rates, which frequently take a few 
months to reflect changes in their reference rate. It also took account of the higher remuneration 
required for increased counterparty risk, due to the rapid deterioration of the economic situation. 
This said, from January 2009 there was a more marked and generalized reduction in the bank 
rates for all forms of lending, given the continued decline in market rates.

Funding rates also fell considerably during the final two months of the year, although by less 
than lending rates, resulting in a narrowing of the spread. At the end of December, the rates 
paid on deposits and bonds were down by little more than 30 basis points: here too, rates fell 
further at the start of 2009, albeit not in line with the trend in market rates given the pressure on 
banks to source liquidity from their customers. The greater reduction in market rates with respect 
to deposit rates has, over the past few months, given rise to a significant drop in the mark down, 
to the lowest levels seen in recent years.

The economic situation in the areas in which the Group operates

Veneto

The steady slowdown of the Veneto economy during 2007 continued at a greater pace 
throughout 2008, with recession setting in during the second part of the year. Based on a study 
carried out by Unioncamere del Veneto, industrial production fell in the fourth quarter of 2008 
both compared with the previous quarter (-2.5%) and with respect to the final quarter of 2007 
(-8.2%). This represents the worst result for the past thirty years. Considering the business 
profile in terms of scale, the y-o-y fall in production during the final quarter of 2008 impacted 
small (10-49 employees) and medium-sized firms (50-249 employees), down by 7.1% and 7.3% 
respectively, while large firms were hit even more significantly (-10.6%). The situation for 
micro businesses (2-9 employees), appears even more critical with a contraction of 13.2%. In 
sector terms, industrial production fell over the year to December 2008 in all sectors, including 
in particular electronic and electrical machines (-13.3%), rubber and plastic (-11.6%) and the 
wood and furniture industries (-9.6%). In line with the fall in production, sales also dropped 
by 7.4% over the year to December 2008. The contraction affected all sectors, except for food, 
beverages and tobacco, which was essentially stable (+0.3%).

An analysis by province also shows a decline in production and sales across the board, with 
the greatest impact on the provinces of Belluno (production -11.5%, sales -10.3%) and Vicenza 
(production -10.2%, sales -9.4%).

There is also serious cause for concern on the employment front. With respect to the final 
quarter of 2007, the indicator highlights a contraction of 2.9% in the fourth quarter of 2008, 
which was more marked than the y-o-y falls seen in the second and third quarters (respectively 
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-1.5% and -1.6%). This situation affects firms of all sizes in every sector, with special problems 
for manufacturers including, in particular, goldsmiths (-7.3%) and textiles, clothing and 
footwear (-4.6%). Belluno and Vicenza were also the provinces with the greatest employment 
difficulties (down 6.0% and 3.8% respectively over the year).

Based on the qualitative assessment of Veneto entrepreneurs, production, sales and employment 
are all set to decline further over the next six months.

In terms of tourism, Veneto was confirmed as Italy’s leading region with regard to the hospitality 
industry during 2008. Given a 0.2% fall in arrivals and a 0.9% drop in stays with respect to 
2007, Veneto tourism has essentially held up while the industry in Italy as a whole appears to be 
experiencing serious difficulties.
 
Specifically with regard to Vicenza, the latest economic survey of manufacturing performance 
during the fourth quarter of 2008, carried out by the Vicenza Chamber of Commerce, confirms 
a compounding of the difficulties already reported in relation to the first nine months of the 
year. Small, medium and large-sized firms all reported adverse performance, although small 
firms were the worst hit. Economic operators expect a further decline in manufacturing and 
commercial activity in the province of Vicenza during the first part of 2009, with a probable 
consequent fall in sales and employment.

Friuli Venezia Giulia

The latest data for industrial performance in the region confirms the critical state of the 
manufacturing sector, which first became evident during the second half of 2007. All 
indicators are down, both respect to the previous quarter and the same quarter in the prior 
year. Industrial output remained down during the fourth quarter of 2008 (-3.6% compared 
with the previous quarter, -14.5% compared with the prior year), despite a slight improvement 
with respect to the position at the end of September; the situation is similar with regard to total 
sales, which fell by 2.4% with respect to the previous quarter (-15.7% compared with 2007). 
Considering other economic indicators, the value of new orders has continued to fall with 
respect to both September 2008 (-9.9%) and the prior year (-17.7%), while capacity utilization 
dropped to 76.4% in the final quarter from an average of around 85% in the earlier part of 
2008. Examination of the region’s most representative manufacturing sectors shows that both 
“Engineering” and “Wood and wooden furniture” are adversely affected by the downward 
economic trend. The short-term expectations of industrial entrepreneurs at the end of 2008 
also reflected growing concern, especially about the future performance of foreign demand and 
production.

The latest employment statistics show a deterioration during the third quarter of 2008 (-0.9% 
compared with June 2008) and the stabilization of the unemployment rate at above 4%. 

Lombardy

Data from Unioncamere Lombardia concerning production in Lombardy during the fourth 
quarter shows an acceleration in the pace of the deterioration that began in the first quarter of 
2008. At the end of December 2008, production was 6.0% below the level of the prior year and 
down 4.1% (deseasonalized) with respect to the third quarter of 2008. This slowdown is evident 
across many sectors. Indeed, only food remains positive, while other sectors are in decline 
including, in particular, clothing and textiles. Even sectors important to Lombardy’s economy, 
such as engineering and chemicals, reported a significant decline in production over the year. 
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Similarly, output fell over the year in all the craft sectors. Total sales were also down by 6.9% 
over the year, and by 3.6% with respect to the third quarter of 2008. Capacity utilization has 
fallen below 70% with regard to manufacturers, but to around 63% for artisans.

The latest ISTAT data for employment, covering the third quarter of 2008, reflect an essentially 
stable situation with respect to the previous quarter, with an unemployment rate of just over 
3%, which is well below the national average of 6.1%. There is however growing recourse to 
government-assisted lay-offs, involving 15% of firms and 2.5% of total working hours.

Considering the medium/long-term trends, the flow of orders, expectations and the situation 
“inherited” from 2008, Unioncamere Lombardia forecasts a further fall in industrial output in 
the coming quarter. Despite the adverse economic climate, manufacturers in Lombardy still 
expect to invest during 2009, although at levels below those seen in the past two years.

Tuscany

The regional economy was marked by a widespread decline during 2008, the first signs of 
which emerged during the second half of 2007. The most recent data available regarding the 
third quarter highlight a continuation of this downturn, with a further contraction in industrial 
production (-3%) and sales (-2.3%). This decline is affecting all Tuscan provinces (except for 
Livorno) including Prato in particular, which has reported a drop of 8.3% with respect to the 
third quarter of 2007. Given the general recessionary outlook for manufacturing as a whole, 
large firms held up well during the third quarter with production slightly ahead (+1.3%) due, in 
part, to the containment of prices and margins. Performance at sector level varies between the 
essential stability of metal products and engineering (+0.0% and +0.1% respectively), and the 
collapse of non-metal products (-8.0%), wood and furniture (-7.0%), and textiles and clothing 
(-6.0%). This industrial decline is a consequence of lower domestic and foreign demand. In the 
first case, the weakness of domestic consumption has adversely affected both orders and retail 
sales, especially in the non-food sector (including in particular durables, items for the home and 
household appliances) and with regard to the medium-small distribution channels. In the second 
case, the slowdown in exports is especially worrying since this does not reflect national trends, 
which remained in positive territory (although not by much) during the period concerned.

The worsening local and international economic situation is beginning to have an effect on the 
jobs market: there was a strong upturn in government-assisted lay-offs during the third quarter 
of 2008 and a brake on the deseasonalized growth in employment (+0.1% with respect to the 
second quarter of 2008).

Sicily

The downturn in the Sicilian industrial sector began during the last quarter of 2007 and 
continued throughout the first nine months of 2008. Plant utilization declined in the first half of 
the year, confirming the slowdown in production, although there was a modest recovery during 
the third quarter. Inventories of finished products remain higher than normal.

The construction sector showed signs of contraction, marking an inversion of the upward 
trend seen over the past several years. In particular, prices for homes fell and the time taken 
to complete transactions extended. Expectations for a good year in the agricultural sector 
unfortunately seem set for revision. The harvest is estimated to be up 1.2%, compared with 
a national average of 3.3%. The best results were achieved in the winegrowing sector with 
growth of 19% (+10% nationally), while the worst performance came from fruit growing with 
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a contraction of 11% (essentially unchanged at national level). Services are also in progressive 
decline due to weakness of demand from households and the public administration, as well as 
to the recent deterioration of demand from businesses. Tourism was also down in terms of both 
arrivals and stays (-2.7% and -1.4% respectively). In line with the past three years, the statistics 
for foreigners were better than those for Italian visitors. Data from Assaeroporti for Sicily’s three 
major airports shows that passenger numbers rose by an annual rate of 3.1% during the first 
eight months of the year, which was somewhat slower than in the prior year (+11.1%) due, most 
probably, to the troubles that afflicted the national carrier.

There was also a deterioration on the jobs front, with a slight fall in employment during the 
third quarter (-0.7%) with respect to the second, and an inversion of the downward trend in the 
rate of unemployment which, after a decade, seems to have stabilized at 13% compared with a 
national average of less than half that rate.
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INNOVATIONS IN THE REGULATORY FRAMEWORK

The current regulatory framework reflects measures taken in the second half of the year to tackle 
the serious crisis affecting the international economy.
The principal legislative changes affecting bank activity during the first half of the year mainly 
comprised the publication on 30 April of the so-called “Consolidated Law on Safety at Work”, 
implementing art. 1 of Law 123 dated 3 August 2007 on the safeguarding of health and safety 
in workplaces and, in particular, the publication of Decree 93 dated 27 May 2008, the so-called 
“fiscal decree”, which governs the renegotiation of mortgages on first homes in accordance with 
criteria established in the convention signed between the Ministry of the Economy and ABI.

With regard to supervisory regulations relating to internal systems, the Bank of Italy issued its 
“Supervisory instructions for the organization and governance of banks” on 4 March 2008. 
These outlined a complete regulatory framework, as supplemented recently by measures 
recognizing the central role of systems in the definition of business strategies and policies 
for the management and control of the risks inherent in banking and financial activity. The 
general objectives pursued by the new instructions comprise the clear segregation of functions 
and the appropriate calibration of powers, the balanced membership of corporate bodies, an 
integrated and effective system of controls, remuneration mechanisms that are consistent with 
risk management policies and long-term strategies, and appropriate information flows that 
facilitate knowledgeable operating decisions. In the light of the new instructions, the Board of 
Directors of the Parent Bank arranged to check the organizational and financial structure, and 
the procedures for managing conflicts of interest, against the essential governance characteristics 
described in these instructions. As a result, a draft Group governance plan has been prepared, 
specifying the organizational and governance measures deemed appropriate in order to comply 
with the above supervisory instructions.

Other instructions affecting the sector were contained in Decree 112 dated 25 June 2008, as 
converted into Law 133 dated 6 August 2008, containing “Urgent instructions for economic 
development, the simplification, competitiveness and the stabilization of public finances, and 
the equitable distribution of taxation”. This decree deferred to 2009 application of the so-
called “collective action” and introduced important changes to the privacy law by modifying 
arts. 34 and 38 of Decree 196/2003. The decree also established that a percentage of interest 
expense (3% in 2008 and 4% from 2009) will not be deductible for IRES and IRAP purposes, 
and reduced the annual deductible provision against receivables from 0.40% to 0.30% of their 
book value; provisions in excess of this limit will be deductible on a straight-line basis over the 
following 18 years (previously over the following 9 years).

In the second half of the year, Decree 155 dated 9 October 2008 regarding “Urgent measures 
to ensure the stability of the banking system and the continuity of lending to businesses and 
consumers, given the current crisis in the international financial markets” represented the 
start of action to deal with the crisis situation. Some of the more important measures included: 
authorization for the Minister of the Economy to support, by subscribing for or underwriting 
capital increases, the recapitalization of banks with an equity deficit; the ability of banks to go 
into special receivership in critical situations, such as a liquidity crisis, that prejudice the stability 
of the financial system, and the ability to use public funds to recapitalize such banks in special 
receivership. Another notable measure was support for the deposit guarantee offered by banks 
(on deposits of up to 103 thousand euro in Italy), whereby the Ministry of the Economy is 
authorized, for a period of 36 months, to make up the difference if the available fund proves 
insufficient, for the benefit of all depositors whether physical or legal persons (art. 4).
Decree 155 was followed by Decree 157 comprising “Additional urgent measures to ensure the 
stability of the banking system”, which has three articles. Pursuant to art. 1, the Ministry of the 
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Economy is authorized to guarantee the bonds with a duration of less than five years issued by 
banks between the date when the decree came into force and 31 December 2009. The availability 
of government guarantees, again until 31 December 2009, also extends to those parties (e.g. 
insurance companies and pension funds) that make securities available to banks for refinancing 
transactions with the Eurosystem.

Law 166 was also published in October 2008. This converted into law Decree 134 dated 28 August 
2008 comprising “Urgent measures for the restructuring of major companies in crisis”; certain 
modifications made on the conversion of this decree altered the requirements applying to major 
companies that are insolvent, while others increased  the resources of the Fund initially consisting 
of the so-called “dormant accounts”, via the addition of two paragraphs to art. 3 of Decree 134/08 
to include the amount of bankers’ drafts that are not collected before they become time barred.

Lastly, Decree 185 was published on 29 November 2008 comprising “Urgent measures in 
support of families, work, employment and business and to remodel national strategy on an 
anti-crisis basis”. The measures of principal interest to the banking system relate to current 
mortgages (arranged by physical persons up to 31/10/2008) on principal residences (excluding 
categories A1, A8 and A9), for which the floating rate for 2009 cannot exceed 4% (the difference 
between the installments determined on this basis and those deriving from application of the 
contractual conditions will be paid by the government), and to mortgage contracts (on principal 
residences) arranged from 2009 onwards, for which the banks must offer customers the option 
of a floating rate linked to the ECB rate. This decree also introduced regulations to strengthen 
the Confidi system, in order to mitigate the credit crunch risk for small and medium-sized firms. 
The objective is to ensure an adequate flow of finance to the economy and an adequate level 
of capitalization for the banking system, by authorizing the Ministry of the Economy, until 31 
December 2009, to subscribe - upon specific request from the banks concerned - for financial 
instruments without voting rights (art. 2351 of the Italian Civil Code), included in the calculation 
of regulatory capital, issued by Italian banks whose shares are listed in regulated markets or by 
the parent companies of Italian banking groups whose shares are listed in regulated markets. 

Among various tax innovations, the 2008 Finance Law (Law 244 dated 24 December 2007) 
which came into force on 1 January 2008 introduced significant changes to corporate taxation. 
The principal changes affecting the 2008 financial statements are summarized below:

−	 Reduction in the standard rates of IRES (from 33% to 27.5%) and IRAP (from 4.25% to 3.9%).
−	 Abolition of the ability to deduct directly in the tax return (section EC) any “off-books” 

depreciation and writedowns not charged to the income statement. In this regard, an option 
was introduced to frank the difference between the carrying amount and the tax value of 
depreciable assets and off-book adjustments. The effect of franking is to realign the tax value 
of assets with their carrying amounts. This realignment is subject to the application of a flat-
rate tax on the amount of the difference to be cancelled.

−	 Changes to IRAP and IRES. With regard to IRAP, the tax base for this regional levy is 
determined with reference to the amounts stated for statutory reporting purposes, while in 
the case of IRES for companies that report under international accounting standards (IAS/
IFRS), the tax rules apply the accounting policies (measurement, accruals basis, classification) 
required by those standards (this change envisages the issue of enabling instructions which 
have not yet been published at the time of preparing this report).

With regard to VAT, art. 1.261 of the 2008 Finance Law introduced a new form of VAT 
exemption from 1 July 2008, applicable - under the conditions established in the regulations - to 
services provided by consortiums to their members. In addition, commencing from 1 January 
2009, the VAT exemption envisaged in art. 6 of Law 133/1999 and applying to ancillary services 
rendered within banking (or insurance) groups has been abrogated.
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Again with reference to corporate taxation, Decree 185 dated 29/11/2008, as converted with 
modifications in Law 2 dated 28/01/2009, envisages inter alia the ability to deduct, with effect 
from 2008, 10% of the IRAP due on the taxable portion of interest expense or, alternatively, 
on payroll costs. The above decree also introduced special rules for realigning the differences 
between tax values and carrying amounts created by the application of international accounting 
standards.
.
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GROWTH OF THE BPVi GROUP:
ACTIVITIES OF STRATEGIC IMPORTANCE

The global crisis that swept the international financial markets from the middle of September, 
combined with the general slowdown in economic growth, surprised a number of domestic 
and international players in the banking world and, in some cases, caught them unprepared. 
This situation forced many banking groups to make rapid and costly changes to their strategies, 
with a view to recovering operational equilibrium and defending their capital adequacy 
following the liquidity crisis and the change in market conditions. In these circumstances, 
the BPVi Group has drawn on its financial solidity, the values embodied in its mission and 
the special characteristics of people’s banks, to define its strategic direction and identify the 
drivers needed to tackle the operational difficulties weighing on the entire financial system. The 
strategic guidelines set down in the new Business Plan 2008-2011, prepared earlier in the year 
and approved in September 2008, thus embrace the maintenance of capital adequacy, a focus 
on traditional banking, improved balance between the growth in lending and direct customer 
deposits, a strengthening of the Group’s management and control activities, close supervision 
of risk and strict cost control. In short, even before the crisis became so evidently intense and 
worrisome, the BPVi Group had already defined its strategy for the consolidation of growth. 
The objective is to enhance operational profitability and efficiency over the medium term, and 
create the necessary equity, operational, financial and organizational foundations for a new phase 
of growth after a preparatory period of about 18-24 months. In order to achieve the established 
objectives within the timeframe of the Plan, work during the last quarter focused on a new and 
challenging operational plan that involved the Group’s entire management team and which has 
already achieved important early results.

In addition, significant action was taken with regard to equity investments during the year, 
in order to optimize the structure of the Group by rationalizing non-strategic investments 
and focusing on those companies that contribute to the development of the business. Action 
included the reorganization of asset management activities via the merger of BPVi Fondi SGR 
and Verona Gestioni SGR, the subsequent joint venture between Banca Popolare di Vicenza, 
Azimut and Cattolica Assicurazioni, and the sale of the interest held in Linea S.p.A.. 

Lastly, work to manage liquidity risk more effectively during the last part of the year included 
the securitization of the Group’s residential mortgages, under the name Berica 7 Residential 
MBS, for more than 1 billion  euro. This is a “retained” transaction that was taken up in full by 
the various banks within the BPVi Group, in proportion to the portfolio transferred, in order to 
create securities for use in funding repurchase agreements with the ECB.

The Business Plan 2008-2011 and the Master Action Plan

In recent years, the BPVi Group has stood out in the Italian financial market for its relentless 
pursuit of growth, culminating at the end of 2007 with the purchase of 61 branches from the 
UBI Banca Group and the strategic partnership signed with the Cattolica Assicurazioni Group. 
The growth in scale has strengthened Banca Popolare di Vicenza and the entire BPVi Group, 
facilitating the defence of its autonomy and independence. These are essential conditions 
for continuing to operate as an authentic people’s bank serving the economies of its chosen 
territories. The results achieved are highly satisfactory: the BPVi Group is now Italy’s 11th 
largest banking group, with a strong presence in the four home regions of the Group’s banks.

This recent growth path and the good positioning achieved now need to be consolidated, 
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especially now at a time of profound financial crisis and general deterioration in the economic 
situation. Consolidation will set the potential acquired to work, return efficiency to more 
appropriate levels and create the conditions needed for the next stage of development.

Indeed, the consolidation of growth is the principal strategic guideline underpinning the new 
Business Plan 2008-2011 approved by the Parent Bank’s Board of Directors on 11 September 
2008. This objective will be achieved by focusing on the traditional banking core business, 
drawing on the strong grassroots presence already achieved and building on the ties with and 
deep knowledge of local economic activity. Emphasis will be given to the role of Distributor 
Bank, working in partnership with operators specializing in specific sectors (e.g. bankassurance, 
merchant banking and asset management).  Key elements include the renewed emphasis on the 
performance of branches, the strengthening of the Parent Bank’s management and coordination 
capabilities, the active monitoring of credit risk, strict cost control, the strengthening of the 
corporate culture and the development of human resources. Subsequent to the 18/24-month 
consolidation period, the Group plan to review its strategic positioning for the long term and 
examine new opportunities for growth.

Following approval of the Business Plan 2008-2011, steps were taken immediately in September 
to implement the action planned and reach the established objectives. In particular, a program 
for change was devised and launched, organized into 7 “Directions” that will involve the entire 
Group over the plan period on the following main fronts:
−	 Revision of the Group’s governance model as an essential prerequisite for strengthening 

the ability to govern, guarantee the uniformity and consistency of the strategic/operational 
directions, and enhance operational efficiency.

−	 Evolution of the processes and tools for governance and control, with particular reference to 
strategic planning, operational control and systems of internal control.

−	 Optimization of the corporate structure via work to rationalize, consolidate partnership 
agreements and develop the existing product factories. 

−	 Relaunch of the Group’s commercial strategy and rationalization of the sales network, via the 
closure of branches to re-open them in more attractive areas, and the selective strengthening 
of the team at “non-performing” branches with growth potential, while aiming to maintain 
employment at end-2008 levels.

−	 Control of credit risk, drawing on new systems for the measurement and monitoring of 
risk while, at the same time, capitalizing on the wealth of information made available by the 
Group’s grassroots presence.

Work on the Plan, partly due to the immediate involvement and commitment of all Group 
employees, has already achieved significant results, with the activation of 27 projects out of the 
30 envisaged, and the completion by 31 December 2008 of about 25% of all the activities to be 
performed over the Plan period. 
The principal results already achieved in each main area of the Business Plan are discussed below.

Revision of the Group’s governance model

As mentioned, the Business Plan envisages strengthening the Parent Bank’s ability to direct 
and coordinate activities by making changes to the way the Group is organized and to the 
related governance processes. In part, the intention is to maximize profitability via operational 
efficiency. In summary, the Group’s new governance model envisages:
−	 the strengthening of strategic guidance and control activities via both increased emphasis on 

the role of the Group Coordination Committee, which is chaired by the Managing Director 
and comprises the General Managers of BPVi and the other banks within the Group, and the 
extension of the operational governance activities carried out by the Parent Bank;
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−	 the simplification and streamlining of the organizational structure at Group banks via the 
rationalization of duplicated functions;

−	 the completion of work to centralize support activities within specialist service companies.

In line with these indications, the Boards of the Group’s banks have recently approved the 
centralization within the Parent Bank and Servizi Bancari, a subsidiary, a number of significant 
activities (back office, court searches, ICT, purchasing and payroll). In addition, the meeting of 
the Parent Bank’s Board on 16 December 2008 approved, with effect from January 2009, the 
centralization of a series of additional activities in the areas of lending, marketing, operations, 
personnel etc., as well as the guidelines for the next revision of the Group Regulations 
“Guidelines and instructions for the coordination of the banks and companies within the 
Banca Popolare di Vicenza Group”. This document identifies a series of rules and principles 
comprising the Group’s Governance Model which enable the Parent Bank to specify how its 
duty/powers to manage, coordinate and control the Group will be exercised, while offering all 
banks/companies within the Group precise points of reference for their activities.

Evolution of the processes and tools for governance and control

The purpose of moving in this direction is to evolve the logic underlying the planning and 
control processes towards the safeguarding of capital, enhancement of the ability to identify 
and monitor risk, and rigorous cost management. Activity in this regard has included approval 
by the Parent Bank’s Board of Directors of the revisions to the Regulations for the Strategic and 
Operational Planning Process, and the changes to the functions of the Group Coordination 
Committee, which were subsequently adopted by the other companies within the BPVi Group. 
The new Regulations formalize the strategic and operational planning process, the process of 
evaluating strategic investments and the process of operational control. The primary purpose 
of this is both to ensure consistency in the identification of objectives and related actions to be 
taken by the Parent Bank and Group companies, as part of and consistent with a united business 
approach, and to completely define the decision-making process underlying the selection of 
strategic investments. In this regard, the Internal Audit function has recently been reorganized 
and expanded, and guidelines have been prepared for the new architecture of the System of 
Internal Controls, as described in the section on “System of internal controls and audit 
functions”.

Optimization of the corporate structure

In terms of corporate structure, the Business Plan envisages the rationalization of non-strategic 
investments and the promotion of companies contributing to the development of the business.

Moves in this direction have included the reorganisation of asset management via the merger of 
BPVi Fondi SGR and Verona Gestioni SGR and the subsequent joint venture between Banca 
Popolare di Vicenza, Azimut e Cattolica Assicurazioni, the approval of a strategy to rationalize 
merchant banking activities, and the sale of the interest held in Linea S.p.A. The above 
transactions are described below in the section entitled “Changes in equity investments”.

Relaunch of the Group’s commercial strategy and rationalization of the sales network

One of the Business Plan’s key commercial guidelines refocuses the BPVi Group on its 
traditional core business, placing emphasis on the multi-channel approach and relaunching the 
branches in terms of both performance and image. A number of important results have already 
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been achieved in this area. These include identification of the first batch (10) of branches to 
be closed and re-opened in more attractive areas, the start of a project to relaunch under-
performing branches and, lastly, activation of the new Network Model with a view to simplifying 
the chain of command at branch level and refocusing on branch activities and the role of the 
branch manager. A more detailed description of the new Network Model is provided in the 
section entitled “Commercial Action”.

Control of credit risk

The objective here is to ensure the more organized and effective control of credit risk when 
granting, managing and recovering loans. Action has included implementing new internal 
rating systems for the Private Customer, Small Business, Small and Mid Corporate segments, 
as well as formalizing authorization systems and lending policies based on these ratings and, 
consequently, including them in the loan granting and management processes. With regard to 
work to prevent the deterioration of loans, via the development of methodologies and analytical 
support tools and the implementation of any corrective action required, a new operational “early 
warning” model has been devised, simulated and calibrated for the environmental monitoring of 
lending. This model works with internal data and operational experience, combined with the 
new rating models, and is described further in the section on Risk Management.

Changes in equity investments

A number of important actions were taken with regard to equity investments during 2008. As 
envisaged in the guidelines contained in the new Business Plan, the purpose of these steps was 
to optimize the corporate structure by rationalizing non-strategic investments and promoting 
those companies that contribute to the development of the business.

Sale of interest in Linea S.p.A.

As mentioned in the half-year report, Banca Popolare di Vicenza sold its 47.96% interest in 
Linea S.p.A. to Compass S.p.A., a consumer credit subsidiary of Mediobanca, on 27 June 
2008 following receipt of the necessary authorizations from the competent authorities. This 
transaction was mirrored by Banco Popolare, which had the same percentage interest in the 
company sold. The proceeds from the transaction amounted to 194.25 million euro, with a 
consolidated gross capital gain of 91.6 million euro.

The BPVi Group will nonetheless continue to have a presence in the consumer credit sector 
both by distributing Linea’s products and through Prestinuova, a subsidiary specializing in loans 
secured against “one-fifth of salary”. 

Merger of BPVi Fondi SGR S.p.A. with Verona Gestioni SGR S.p.A.

Having obtained the necessary authorizations from the competent authorities, the absorption 
of Verona Gestioni SGR S.p.A. by BPVi Fondi SGR S.p.A. was completed on 3 November 
2008. These two companies were the Group’s principal asset management companies and 
both were held jointly, 50% each, by BPVi and Cattolica Assicurazioni under the partnership 
agreement signed in 2007. This transaction took place on a “simplified” basis (merger without 
share exchange) given the identical ownership structure of both companies. The objective was to 
create a “product factory” within the asset management sector for the benefit of the BPVi Group 
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and Cattolica Assicurazioni, while releasing the significant synergies deriving from the merger. 
As of 31 December 2008, the new company is 50% held by BPVi and its carrying amount in the 
financial statements is 25.8 million euro.

Joint venture between Banca Popolare di Vicenza, Cattolica Assicurazioni and Azimut

At the end of August 2008, Banca Popolare di Vicenza, Cattolica Assicurazioni and Azimut, 
an established name in Italy’s asset management sector, launched a project to establish an 
independent asset management company (SGR) controlled equally by the three promoters. This 
joint venture, still at the preparatory stage, would - among other factors - meet the frequently 
expressed requirement of the Governor of the Bank of Italy to separate the ownership of SGR’s 
from their operating policies. Azimut, listed on the Milan stock exchange, is the holding company 
for a group of companies that promote, manage and distribute financial and insurance products. 
This project envisages Azimut Holding purchasing a 33% interest in BPVi Fondi Sgr, the asset 
management company owned equally by Banca Popolare di Vicenza and Cattolica Assicurazioni, 
from the two parent companies. Work is still in progress on the details of the project. 
The first step in the joint venture with Azimut was the signature in January 2009 of a sub-
placement agreement between BPVi and Azimut for the distribution of the AZ Fund 1 
Luxembourg funds to customers of the banking group.

Renegotiation of the joint venture agreement between the BPVi Group and the 21 Investimenti Group

Other agreements of strategic interest include the renegotiation in May 2008 of the joint venture 
agreement signed between the BPVi Group and the 21 Investimenti Group in October 2004. 
The earlier agreement covering a five-year period was signed to strengthen the merchant banking 
and private equity activities of the Banca Popolare di Vicenza Group and the 21 Investimenti 
Group, via the concentration of these activities respectively within Nordest Merchant S.p.A. and 
21 Investimenti Partners S.p.A., subsidiaries of the two groups concerned.
The principal reasons inducing the partners to renegotiate the agreement in force were found 
in the changes that have taken place since it was signed, which are influencing the current 
development strategies of the two groups, and in the need to “streamline” the terms of the 
agreement, especially with regard to the governance of the various companies linked to the 
joint venture. In particular, under the new partnership agreement which will have a duration of 
three years, compared with five previously, the no-competition restrictions applying to the BPVi 
Group in relation to the private equity sector have been eased, since these limited the Bank in 
terms of becoming more active in that sector.

In September 2008, 21 Investimenti S.p.A. sold its interest in 21 Investimenti Partners S.p.A. to 
the managers of that company.

Measurement of capital adequacy (ICAAP)

In current market conditions, marked by considerable uncertainty and risk, the careful 
quantification and planning of capital availability is an increasingly critical driver of operations. An 
adequate level of capitalization provides room for operational maneuver, ensuring that fluctuations 
in the economic cycle can be tackled and potential losses from extreme events absorbed. The role 
of bank equity is strengthened within the new regulatory framework (Basel 2) and the Supervisory 
Authorities now remind intermediaries with increasing frequency about the need for capital 
adequacy in order to cover all the risks accepted. For these reasons, the process of checking the 
overall risk exposure of intermediaries began in early 2008 as part of the so-called Second Basel II 
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Pillar, together with verification of the Parent Bank’s own assessment of the capital adequacy of all 
the banks and companies within the Group. The Second Pillar supplements the quantitative rules 
envisaged by the First Pillar for the determination of prudent capital with a process (the prudent 
control process) that takes account, via self assessment and discussions between the Supervisory 
Authorities and the intermediary, of the latter’s special cases and specific risk profiles. This means 
that the possible effect on intermediaries of changes in markets, products and technologies can be 
evaluated more readily. In this context, the Banca Popolare di Vicenza Group launched a project in 
April 2008 to prepare its first Statement on the Internal Capital Adequacy Assessment Process 
(ICAAP), which was submitted on time to the Supervisory Authorities. The key steps taken by 
the BPVi Group for the preparation of this statement involved the identification of risks and the 
creation of a risk map for the Group and for the individual functions within the Parent Bank and 
its subsidiaries, the development of methodologies for the measurement of “quantifiable” risks 
and verification of the organizational control over risks (both quantifiable and unquantifiable), the 
allocation of roles and responsibilities to boards, committees and functions in relation to ICAAP, 
the preparation of ICAAP Regulations, and the validation of the ICAAP Process by the internal 
audit function prior to validation by the compliance function as part of the full statement to be 
completed in April 2009.  The first ICAAP statement prepared in simplified form and relating to 
the situation at 30 June 2008 was therefore sent to the Bank of Italy at the end of October 2008, 
accompanied by a favorable opinion from the Board of Statutory Auditors. In extreme summary, 
the assessment of capital adequacy contained in the ICAAP statement shows that regulatory capital 
is adequate, on both a current and forward-looking basis (31 December 2008), to deal with all the 
risks faced by the BPVi Group in relation to its operations, reference markets and propensity to 
accept risk which, as resolved by the Board of the Parent Bank, is measured with reference to a 
target level of equity and external ratings. This Statement must be prepared on an annual basis 
and delivered in April with reference to the data at 31 December.

Ratings

The most recent ratings for BPVi given by Standard & Poor’s and Fitch Ratings are summarized 
below.

Rating’s agency Long Short Outlook	 Date
	  term term 	

Standard & Poor’s A- A-2 Negative	 14/10/2008
Fitch Ratings  A- F2 Negative	 14/07/2008

The usual meetings between the Parent Bank’s management and analysts from the rating agencies 
resulted in confirmation of the positive ratings given in the past, although the changes in the 
financial and operational profile of the Group, associated with intensive growth at a time of 
adverse conditions for the economy and the banking sector, have resulted in a revision of the 
outlook from stable to negative.
In particular, the two agencies have recognized that the Bank’s strengths include its good 
positioning in the rich regions of Northern Italy, the good diversification of the loans portfolio 
and the financial support available from the shareholder base, as confirmed on multiple occasions. 
Nevertheless, the high level of operating costs, mainly associated with the rapid growth in scale 
over the past few years, combined with the cost of credit risk, continue to penalize overall 
performance;  in addition, the growth in lending in prior years has increased the potential credit 
risk in view of the general deterioration in the economic situation. The rating agencies have 
however recognized that the Bank’s renewed management team has already acted to eliminate 
the critical points identified, and have confidence in the firm will shown to maintain an adequate 
level of capital adequacy.
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Other information

New securitization: Berica 7 Residential MBS

With the intention of managing liquidity risk more efficiently and effectively, the Bank has 
securitized a new portfolio of residential mortgages, known as  Berica 7 Residential MBS,totaling 
more than 1 billion euro. The related securities were fully taken up from within the BPVi Group.

The financial crisis stemming from the US sub-prime mortgage collapse gave rise to a widespread 
and dangerous international crisis of confidence among financial intermediaries during 2008. This 
situation essentially froze the normal functioning of the interbank market, making access uncertain 
to one of the principal sources of finance for financial intermediaries. Banks tackled their funding 
requirements or managed the risk associated with uncertain access to funds from the interbank 
market, partly by securitizing portfolios of loans that they then subscribed for in full (so-called 
retained securitizations). These securities were then used, for example, as collateral for refinancing 
transactions with the central bank (the total value of retained securitizations exceeded 80 billion 
euro in Italy during 2008). The Berica 7 Residential MBS transaction was arranged by the BPVi 
Group to obtain securities for use as collateral for short-term loans, at relatively competitive rates, 
at times - like now - of liquidity stress in the market. 

Inspection by the Bank of Italy

As stated in the 2007 Annual Report and the Half-year Report at 30 June 2008, BPVi was subjected 
to a general inspection by the Bank of Italy that commenced in October 2007. This inspection was 
completed in March 2008 and, as a consequence, the Bank of Italy notified its inspection report, 
containing remarks and issues, on 9 June 2008. On 2 July, the Bank sent its initial thoughts on the 
observations and considerations expressed by the Bank of Italy to the Supervisory Authorities. 
On 25 July, a detailed reply to the Inspection Report was prepared containing the Bank’s 
considerations about the matters raised. With regard to certain of the points and exceptions raised 
in the Inspection Report, the Bank of Italy has commenced a disciplinary procedure, pursuant to 
arts. 7 and 8 of Law 241 dated 7/8/1990, that may lead to fines for the Directors, the Statutory 
Auditors and the General Manager in office at the time of the facts identified in the Inspection 
Report. The outcome of this procedure is not known at the time of preparing this report

Other significant court cases

On 6 March 2008 a notice of indictment and a notice advising the conclusion of investigations 
were served in relation to criminal proceedings brought by the Milan Public Prosecutor’s Office. 
The persons being investigated include Giovanni Zonin, BPVI chairman, and Divo Gronchi, 
for having, in conjunction with other bank representatives, organized, conducted and taken 
part in a secret build-up of shares in Banca Nazionale del Lavoro, with the goal of obtaining 
control of the bank and of blocking the public offer for its shares announced by BBVA. Banca 
Popolare di Vicenza is required to answer, as the party liable for the administrative offence under 
para.1 (a) of art. 5, art. 6 and paras. 1 and 2 of art. 25-sexies of Decree 231/2001 governing 
the administrative responsibility of legal persons, companies and associations without legal 
personality, for not having, before commission of the deeds ascribed to Giovanni Zonin and 
Divo Gronchi, adopted and effectively implemented organizational and management models 
capable of preventing offences such as the one being investigated. The Bank has engaged an 
external firm of lawyers for its defence. Subsequently, on 3 June 2008, the investigating 
magistrature applied for the indictment of all the parties investigated for market fraud and other 
offences. The preliminary hearing has not yet been heard in this case.
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In March 2008, “Adusbef”, a consumers’ association, filed a complaint with the Vicenza Court 
that challenged the value of the Bank’s shares and requested the magistrates to open criminal 
proceedings against Bank personnel for the crimes envisaged in art. 2622 of the Italian Civil 
Code (false corporate disclosures to the detriment of the company, the stockholders or the 
creditors) and art. 2621 (false corporate disclosures), as well as arts. 173 bis (false prospectus), 
184 (abuse of privileged information) and 185 (market manipulation) of Decree 58/1998, with 
partial responsibility for the Supervisory Authorities (Bank of Italy and Consob) for failure 
to check. Subsequent to this complaint, on 10 December 2008 the judge for the preliminary 
investigation at the Vicenza Court, upon request from the investigating magistrate presented 
on 20 November 2008, notified the entire Board of Directors and the General Manager of the 
Bank of the time extension of the preliminary investigation pursuant to art. 405 of the criminal 
procedures code covering crimes the referred to in art. 2621 of Decree 58/1998, art. 2622 of 
Decree 58/1998 and art. 173 of Decree 58/1998. The Bank’s defence lawyers and the bank 
personnel involved consider this complaint to be quite obviously without foundation and, for 
this reason, the lawyers petitioned the Court on 30 March 2008 for the case to be closed.
Lastly, on 7 August 2008, Banca Popolare di Vicenza was notified of action by the Competition 
Authority with regard to alleged improper commercial practices by the Banca and Banca Nuova, 
a subsidiary, in relation to the free transferability of mortgages. This action, as widely reported 
in the national press, was commenced following a complaint from a consumers’ association 
that had carried out an investigation, using its own personnel in the role of customers. These 
investigators visited a number of branches of leading national banks, asking for information 
about transferability. In particular, the two BPVi Group banks, together with 21 other banks 
investigated, are accused of impeding the transfer of mortgages (envisaged in art. 8 of Decree 
7 dated 31 January 2007, as modified by Law 40 dated 2 April 2007 and Law 244 dated 24 
December 2007), by offering customers “the most onerous solution, being replacement of the 
mortgage rather than its transfer”. As a consequence of this violation, Banca Popolare di Vicenza 
and Banca Nuova, together with other banks, were subjected to an administrative fine of 440 
thousand euro. An appeal against this fine was presented to the Lazio Administrative Court 
(TAR) in mid November 2007. On 28 January 2009, the Lazio TAR ruled to accept the appeal 
and cancelled the Competition Authority’s action.
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OPERATIONAL STRUCTURE

This section of the Report on Operations provides information about the territorial presence 
and positioning of the branch network and the changes in employment by the BPVi Group.

Territorial presence of the Banca Popolare di Vicenza Group

Traditional distribution channels

The BPVi Group’s branch network in present in 11 regions and 56 Italian provinces, with 
roughly a 1.9% share of total branches nationwide.  

At the end of 2008, the BPVi Group with 637 branches (9 more than at the end of 2007) is 
Italy’s 11th largest banking group.

The 5 provinces with the largest number of branches are, in order: Vicenza, Treviso, Brescia, 
Udine and Prato. The following table shows the territorial presence of the BPVi Group’s branch 
network, analyzed by region and principal province, at 31 December 2008.
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Geographical distribution	 31/12/2008	 31/12/2007	 Change
of branches BPVi’s Group			 
 
Veneto	  260	 258	 2

Vicenza	 98	 98	 0
Treviso	 56	 56	 0
Verona	 32	 30	 2
Padova	 31	 31	 0
Venezia 	 23	 23	 0

Friuli Venezia Giulia	 68	 67	 1
Udine	 39	 39	 0
Pordenone	 15	 15	 0

Lombardia	 87	 86	 1
Brescia	 40	 40	 0
Bergamo	 24	 25	 -1
Milano 	 12	 10	 2

Emilia Romagna 	 15	 13	 2
Liguria 	 4 	 4	 0
Piemonte 	 2	 2	 0
Trentino Alto Adige	 1	 0	 1

North Italy  437 430	 7 

Toscana	 94	 92	 2
Prato	 34	 34	 0
Firenze	 23	 22	 1
Pistoia 	 9	 6	 3

Lazio 	 12	 11	 1
Roma 	 9	 8	 1

Central Italy  106 103	 3

Sicilia	 79	 79	 0
Palermo	 25	 22	 3
Trapani 	 18	 18	 0

Calabria 	 15	 16	 -1

South Italy   94 95	 -1

Total	   637 628	 9

The Parent Bank opened 9 branches during the year: Corsico (Mi), Castelnuovo del Garda (Vr), 
Brescia, Cormons (Go) Faenza (Ra), Sesto San Giovanni (Mi), Villafranca di Verona (Vr), Rovereto 
(Tn), Sassuolo (Mo). Two branches were closed, at Manerbio (Bs) just a few metres from one of the 
61 branches purchased from the Ubi Banca Group, and at Treviglio (Bg).
In the same period, Cariprato opened 2 branches at Pontassieve (Fi) and Follonica (Gr), while the 
number of Banca Nuova branches remained unchanged (106) following the opening of 5 branches, 
1 in Gela (CI), 2 in Palermo, 1 at Cinisi airport (Pa) and 1 in Rome, and the close of 5 branches at 
Raddusa (Ct), Monforte (Me), Gerace (Rc), Agrigento and Chiaramente Gulfi (Rg).
The following table shows the changes during the year in the branch network of each Group bank.
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Trend of branches	 31/12/2008	 31/12/2007	 Change
BPVi’s Group			 
 
Banca Popolare di Vicenza	 436	 429	 7
Cassa di Risparmio di Prato 	 94	 92	 2
Banca Nuova 	 106	 106	 0
Farbanca	 1	 1	 0

Total	   637 628	 9 

In addition to branches, the BPVi Group’s sales network includes 18 finance shops (1 for BPVi 
and 17 for Banca Nuova) and 26 private customer points (18 for BPVi, 3 for Cariprato and 5 for 
Banca Nuova), as as well as a network of 160 financial promoters (150 with Banca Nuova). 
Among the other traditional distribution channels, there has been a steady increase in the 
number of ATMs, to more than 700 at Group level at the end of December (36 more than in 
2007), and a continuation of intensive commercial action in support of the POS (Point of Sale) 
service which now has almost 19,100 active installations, following an increase of more than 
1,800 units. 

Other distribution channels  	 31/12/2008	 31/12/2007	 Change
BPVi’s Group			    
 
Financial shops 	 18	 17	 1
Private banking outlets 	 26	 22	 4
Financial planners	 160	 163	 -3
ATM (*)	 702	 666	 36
POS (*)	 19,084	 17,261	 1,823
 		

Telematic channels

In addition to the traditional distribution channels, the Bank also provides an established rate of 
telematic alternatives to the ordinary branch, allowing private customers and businesses to make 
queries and give instructions in relation to their accounts.
In particular, @Time is a multichannel service that enables private customers to carry out, at low 
cost on a 24/7 basis, all principal banking transactions via the Internet, by telephone or via Wap 
and I-Mode. In addition, @Time c/Conto, a multichannel service reserved for holders of the 
prepaid c/Conto card, was activated recently. A considerable number of Group customers have 
subscribed to the multichannel @Time service: more than 64,000 at the end of 2008 (+25.0% 
since the end of 2007). The volume of all types of transactions allowed on a telematic basis also 
experienced two-digit growth (up 43.0% overall with respect to 2008), with particular emphasis 
on bank transfers, telephone top-ups and F24 tax payments. Special efforts were made during 
2008 to strengthen the security of the multichannel service, with the introduction of a security 
device (personal key) that enables customers to display the password needed to confirm their 
transactions. The availability of information has also been extended via the “Documents on 
line” function, which allows customers to receive directly via their @Time service the paper 
documents that the Bank usually sent out by post.
Companies on the other hand use @Time Impresa, a remote banking solution that connects 
them directly to the Bank via the Internet. This multi-bank service enables collection and 
payment instructions to be given to all the banks at which accounts are held, while also 

(*)	 2007 figures include ATM and POS belonging to the 61 branches acquired from UBI Banca Group.
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providing access to various supporting services (Cerved, WebPos). At the end of December 
2008, this service is used Groupwide by almost 38 thousand companies (+12.7% since 2007), 
whose activities have increased the total number of transactions by 17.2%.
Lastly, Treasuries have had access to the @Time Enti service for the past three years, This 
remote banking product offers information to Treasuries, via the use of a web platform to query 
accounting data and documents, and an ability to give instructions for the management of 
payment and collection flows. By year end, 328 Treasuries have subscribed for the @Time Enti 
service, with a rise over the year of 29.1% in terms of the number of contracts and 17.2% in 
terms of instructions given.

Representative offices abroad

The BPVi Group has three long-established representative offices abroad: Hong Kong, opened 
in the 1980s, Shanghai opened in June 2005, and New Delhi opened in April 2006. The purpose 
of these representative offices is both to facilitate the commercial transactions between Italian 
companies and the principal Asian markets, providing appropriate services for entrepreneurs 
intending to expand in those areas, and to develop lasting business relations with the principal and 
most experienced banking counterparts in Asia.

Cooperation agreements were signed with two foreign banks in 2008, Banco Credicoop in 
Argentina and Wells Fargo Bank in the USA, in order to facilitate commercial activity and 
investment by Italian firms in Argentina and the United States, as well as with the Interamerican 
Development Bank (IDB), which is a sovranational entity based in Washington.

Human resources

The BPVi Group employs 5,645 persons at 31 December 2008, up by 432 since the end of 2007 
(+8.3%). This increase mostly took place during the first half of the year, as a consequence of 
the growth pursued until approval of the new Business Plan 2008-2011 which, by contrast, 
envisages a phase of consolidation and employment stability for the Group. In particular, the 
rise in employment at the Parent Bank (+373 since 31 December 2007, +11.9%) was mostly 
due to the addition to the Group of the persons employed at the 61 branches acquired from the 
UBI Banca Group (219 persons), together with the strengthening of the Commercial Network 
(+91 persons, including 56 allocated to the former UBI Banca branches) and, to a lesser extent, 
the Central Functions (+55 persons) that provide support to the Group. The remaining change 
related to the increase in employment by the commercial and business functions at Banca Nuova 
(+49 persons since 31 December 2007, +5.8%) and, to a lesser extent, at Cariprato (+10 persons 
since 31 December 2007, +1.0%). Among the other Group companies, the rise in employment 
at Prestinuova (+10 persons, +19.2% over the year) was mainly due to the strengthening of 
commercial activities in new territories. 
The following table shows the changes in employment at each company within the BPVi Group.
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Staff  	 31/12/2008	 31/12/2007	 Changes
  	 Number	 %	 Number	 %	 (+/-)	 %
  				  
Banca Popolare di Vicenza 	 3,508	 62.1	 3.135	 60.1	  373	 11.9
Cariprato 	 990	 17.5	  980	 18.8	  10	 1.0
Banca Nuova 	 899	 15.9	  850	 16.3	  49	 5.8
Farbanca 	 29	 0.5	  28	 0.5	  1	 3.6

Banks total employees	 5,426	 96.1	 4.993	 95.8	  433	 8.7

PrestiNuova	 62	 1.1	  52	 1.0	 10	 19.2
BPV Finance	 6	 0.1	 6	 0.1	 0	 0.0
B.P.Vi. Fondi SGR (1)	 37	 0.7	 40	 0.8	 -3	 -7.5
Nordest Merchant	 10	 0.2	 10	 0.2	 0	 0.0
NEM SGR	  0	 0.0	 0	 0.0	 0	 n.s.
NEM 2 SGR	 5	 0.1	 4	 0.1	 1	 25.0
Nuova Merchant	 0	 0.0	  8	 0.2	  -8	 -100.0
Servizi Bancari	 82	 1.5	  84	 1.6	  -2	 -2.4
Immobiliare Stampa	 17	 0.3	 16	 0.3	 1	 6.3

Other companies total employees	 219	 3.9	  220	 4.2	  -1	 -0.5

total employees	 5,645	 100.0	 5.213	 100.0	  432	 8.3

Analysis by function of employment by the Group’s banks (excluding persons who are inactive 
for various reasons, such as those on leave of absence or who are on secondment) shows an 
overall increase in persons working for the Commercial Network with respect to those at 
Central Functions (General Management, Credit Assessment and Back Office), rising from 
72.5% at the end of 2007 to 73.3% at 31 December 2008. This change was due to addition 
of the 61 branches acquired from the UBI Banca Group and the policy of strengthening the 
Commercial Network implemented, for the most part, by the Parent Bank.

Bank employees	 31/12/2008	 31/12/2007
  	 Branch	 Corp	 %	 Branch	 Corp	 %
  	 network	 Center		  network	 Center	
  				  
Banca Popolare di Vicenza	 2.509	 869	 74,3	 2.199	 814	 73,0
Cariprato	 664	 280	 70,3	 656	 274	 70,5
Banca Nuova	 648	 225	 74,2	  617	 208	 74,8
Farbanca (2)	 6	 22	 21,4	  6	 21	 22,2

Total 	 3.827	 1.396	 73,3	  3.478	 1.317	 72,5

(1)	 2007 figure include employees belonging to Verona Gestioni SGR S.p.A. (11 employees), company that during 2008 
has been merged into BPVi Fondi SGR S.p.A..

(2)	 Farbanca is on-line-bank and has a call center classificated into Corporate Center
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Exposures of BPV Finance (International) PLC

The exposures of BPV Finance totaling 123.1 million euro relate to a Collateralized Debt Obligation 
(CDO) and various Asset-Backed Securities (ABS).

BPV Finance specializes in the management of multiple investment portfolios, including one entirely 
dedicated to transactions in ABS deriving from the securitization of residential and commercial 
mortgages, as well as leasing receivables, loans to small and medium-sized businesses and credit 
cards. This subsidiary’s investment policy is to optimize the medium-term value of the ABS, requiring 
that they be denominated in euro and have a minimum rating of single A (unless approved otherwise 
by the Board). The geographical breakdown of the assets underlying these transactions principally 
encompasses Western Europe and North America.

The exposures to structured credit instruments are measured in accordance with the relevant 
accounting standards. Except for the positions deriving from the Zoo III securitization, which have 
been written down in full, this portfolio is not subject to the recognition of any further impairment. 

Although the ABS portfolio held by the company has not been significantly downgraded by the 
specialist agencies (except for the OXFORD 2005-1 A1 security which Moody’s downgraded from 
Aaa to Baa2 during 2008), its overall fair value at 31 December 2008 is 85.8 million euro, representing 
a reduction of about 37.3 million euro with respect to its carrying amount.

This adverse effect, principally associated with the illiquid nature of these securities in the financial 
markets, has not been recognised in the income statement since the entire ABS portfolio is classified 
among Loans and Receivables, consistent with the amendment to IAS 39 published by the IASB on 
13 October 2008 and endorsed by the European Commission on 15 October 2008, Regulation EC 
no. 1004/2008. The portfolio is not subject to impairment losses pursuant to IAS 39.

The exposures at 31 December 2008 are analyzed by type below.

1) Exposures to CDOs (Collateralised Debt Obligations)

BPV Finance (International) PLC is exposed to the OXFORD 2005-1 A1 (Isin code XS0232966910) 
CDO with a nominal value of 5,000,000 euro, being the senior tranche of a CDO issued by Oxford 
Street Finance Ltd, a SPE based in Jersey. This company appears to be owned by the KBC Financial 
Products Group, which is entitled to the residual value of the vehicle.

The collateral backing the entire CDO (2 billion euro) consists of an exposure to individual corporate 
securities (57%), to corporate inner tranches (30%) and to a portfolio of ABS securities (13%). 
This last element amounts to 260 million euro and the concentration of US sub-prime debt at 30 
October 2008 is 53.62% (43 individual ABS) according to Moody’s. The percentage of the entire 
CDO collateral invested in US sub-prime securities is therefore 6.970% (being 53.62% of 13%). 

Isin code	 Description	 Tranche	 Expected	 Legal	 Originator	 Rating	 Rating	 Rating	 Classification (2)	 Book
			   maturity (1)	 maturity		  S&P	  Moody’s	 Fitch		  value

XS0232966910	 OXFORD	 senior	 07/01/16	 07/04/44	 KBC Bank	 n.d.	 Baa2 -	 n.d.	 HFT	 1,942,892
	 2005-1 A1

Total 1,942,892

(1)	 The expected maturity is estimated with reference to the average duration of the underlying portfolios and the latest available information about the incidence of early repayments.
(2)	 The acronyms included in this column are used to classify the following financial assets: HFT (held for trading): financial assets held for trading. 
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Accordingly, the total indirect exposure to BPV Finance to US sub-prime securities at 31 December 
2008 is 348,530 euro. 

The Oxford Street Finance Ltd CDO comprises two parts: the first is a privately-placed senior credit 
default swap (representing the most senior part of the credit risk), while the second comprises 9 
tranches of publicly-placed asset-backed bonds representing the remainder of the credit risk. 

The publicly-placed notes totaling 382 million euro are analyzed as follows:

Tranche Currency Nominal	 Rating Moody’s

A1 EUR  87,000,000.00	 Baa2
A2  EUR  80,000,000.00	 Ba1
B  EUR  64,000,000.00	  Ba3
C  EUR  43,000,000.00	  Caa2
D  EUR  33,000,000.00	  Caa3
E  EUR  28,000,000.00	  Caa3
F  EUR  17,000,000.00	  Caa3
G  EUR  16,000,000.00	  Caa3
H  EUR  14,000,000.00	  Caa3

The percentage invested in corporate represents investments in “individual names”, while the 
corporate inner tranche part represents tranches of sub-portfolios also deriving from a portfolio of 
“individual names”.

According to Moody’s, the ABS part comprises: 4.88% Commercial Real Estate, 1.54% credit card, 
1.92% IG Corporate CDO, 3.92% SME Corporate CDO, 4.97% ABS CDOs, 5.08% RMBS Mid-
Prime, 8.45% RMBS Prime, 15.62% HY Corp CDO totaling 46.38%.

The sub-prime ABS  (totaling 53.62%) are analyzed below by age of origination: 
 

−	 2007: 21%

−	 2006: 25%

−	 2005: 40%

−	 2004: 11%

−	 2003:  3%
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2) Commercial Mortgage-Backed Securities - CMBS

BPV Finance (International) PLC is exposed for a total of 45.0 million euro towards Commercial 
Mortgage-Backed Securities, as detailed below:

All the above exposures are reported as “Loans and advances to customers” and are not subject 
to impairment losses, as defined in IAS 39.

     XS0230464314	 RECR IV A3 	 senior 	 20/10/12 	 20/10/14 	 NM Rothschild 	 United Kingdom	 AAA 	 Aaa 	 n.a. 	 L&R 	 4,746,990
XS0239251092	 MESDG 1 B 	 senior	 25/01/14	 25/07/16	 NIBC Bank 	 Germany	 AA 	 n.a. 	 AAA	  L&R 	 3,778,840
XS0246905805	 PARGN 11X CB	 mezzanine 	 15/04/10 	 15/10/41 	 Paragon 	 United Kingdom 	 A	  A2	  A 	 L&R 	 3,294,210
					     Mortgage Ltd
XS0261650674 	 PARGN 12X C1B	 mezzanine 	 15/08/10 	 15/11/38 	 Paragon 	 United Kingdom 	 A 	 A2 	 A 	 L&R 	 5,602,354
					     Mortgage Ltd
XS0235420725 	 PARGN 10X C1B	 mezzanine 	 15/12/10 	 15/06/41 	 Paragon 	 United Kingdom 	 A 	 A2 	 A 	 L&R 	 2,872,212
					     Mortgage Ltd
XS0310524599 	 PARGN 15X CB	 mezzanine 	 15/06/12 	 15/12/39 	 Paragon 	 United Kingdom	 A 	 A2 	 A 	 L&R 	 3,478,886
					     Mortgage Ltd
FR0010251504 	 EURO 21 B	 mezzanine 	 15/08/12 	 15/08/15 	 Morgan Stanley	  France	 AA 	 n.a.	  n.a. 	 L&R	  1,813,039
					     Bank International
FR0010255141 	 EURO 21 C	 mezzanine 	 15/08/12 	 15/08/15 	 Morgan Stanley	  France 	 A	 n.a.	 n.a. 	 L&R 	 2,911,781
					     Bank International
IT0004070055	 PTRMO 2006-1 C	 mezzanine 	 31/12/12 	 31/12/21 	 Banca Nazionale	 Italy 	 AA 	 n.a. 	 AA- 	 L&R 	 3,031,230
					     Lavoro Fondi SGR
XS0301457635	 IMMEO 2 C	 mezzanine 	 15/12/13 	 15/12/16 	 Morgan Stanley 	 Germany	 AA 	 n.a. 	 AA 	 L&R 	 2,510,334
					     Mtge Serv
IT0003872774	 FIPF 1 A2	 mezzanine 	 10/07/14 	 10/01/23 	 Fondo Immobiliare 	 Italy 	 A+ 	 Aa2 	 AA- 	 L&R	 5,512,121
					     Pubblico Funding
FR0010247593	 PROUD 1 C	 mezzanine 	 18/08/14 	 18/08/17 	 FCC Proudreed 	 France 	 AA 	 n.a. 	 AA 	 L&R 	 2,086,575
					     Properties
XS0220767106	 FORES 1 B 	 mezzanine 	 12/05/15 	 12/05/18	 Immofinanz.	 Austria	 AA	 n.a.	 AA	 L&R	 3,378,499

Total 45,017,071

(1)	 The expected maturity is estimated with reference to the average duration of the underlying portfolios and the latest available information about the incidence of early repayments.
(2)	 The acronyms included in this column are used to classify the following financial assets: L&R (loans and receivables): loans and amounts due from customers/banks. 
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3) Residential Mortgage-Backed Securities - RMBS

BPV Finance (International) PLC is exposed for a total of 23.3 million euro towards Residential 
Mortgage-Backed Securities, as detailed below:

All the above exposures are reported as “Loans and advances to customers” and are not subject 
to impairment losses, as defined in IAS 39.

Isin code	 Description	 Tranche	 Expected	 Legal	 Originator	 Geographical	 Rating	 Rating	 Rating	 Classification (2)	 Book
			   maturity (1)	 maturity		   distribution	 S&P	 Moody’s	 Fitch		  value

FR0010029231 	 LOGGI 	 senior 	 24/02/14 	 24/11/25 	 Electricite de France,  	 France	 n.d.	 Aaa	 AAA	 L&R	 2,774,296
	 2003-1 A				    Gas de France
IT0003683262 	 CREDI 3 B 	 mezzanine 	 20/08/16 	 20/11/25 	 ICCREA 	 Italy 	 A 	 A1	  n.d.	  L&R 	 3,251,122
XS0274611317	  EMACP 	 mezzanine 	 25/10/13 	 25/04/39 	 GMAC RFC NL	  Netherlands	 A	  n.d.	  A- 	 L&R 	 1,940,004
	 2006-3 C
XS0168666013 	 GRAN 	 mezzanine 	 21/07/14 	 20/07/43 	 Northern Rock Plc	United Kingdom	 AA+ 	 Aa1 	 AAA 	 L&R 	 1,227,968
	 2003-2 2B
XS0184563111	  GRAN 	 mezzanine 	 22/09/14 	 20/03/44 	 Northern Rock Plc 	United Kingdom 	 AA+ 	 Aa2 	 AAA 	 L&R 	 2,970,530
	 2004-1 2B
ES0337985024 	 UCI 17 B 	 mezzanine 	 17/09/20 	 17/12/49 	 Union de Creditos 	 Spain 	 BBB 	 n.d. 	 A- 	 L&R 	 5,405,819
					     Inmobiliarios
XS0298976621 	 GRANM 	 mezzanine 	 18/05/15 	 17/12/54 	 Northern Rock Plc 	United Kingdom 	 A 	 A2 	 A 	 L&R 	 5,770,473
	 2007-2 3N2

Total 23,340,212

(1)	 The expected maturity is estimated with reference to the average duration of the underlying portfolios and the latest available information about the incidence of early repayments. 
(2)	 The acronyms included in this column are used to classify the following financial assets: L&R (loans and receivables): loans and amounts due from customers.
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4) ABS with other forms of underlying loans

BPV Finance (International) PLC is exposed for a total of 52.8 million euro towards the SPEs of 
third parties, as detailed below:

None of the above SPEs have been consolidated, since the conditions envisaged by IAS 27 and 
SIC 12 are not met.
All the above exposures are reported as “Loans and advances to customers” and are not subject 
to impairment losses, as defined in IAS 39.

5) Other exposures to subprime and Alt-A loans

In addition to the sub-prime mortgages and/or Alt-A loans described in point 1) above, BPV Finance 
also has indirect exposure to the US sub-prime sector via its investment in Blackstone Partners 
Offshore Sterling Fund Ltd. At 31 December 2008 this is not significant (less than 1,000 euro).

6) Leveraged Finance

The BPVi Group has no significant exposure to leveraged finance.

Cod Isin	 Description	 Tranche	 Expected	 Legal	 Originator	 Geographical	 Type of asset	 Rating	 Rating	 Rating	 Classification (2)	 Book
			   maturity (1)	 maturity		   distribution	 securitized	 S&P	 Moody’s	 Fitch		  value

XS0254042541 	 HARVT IV 	 senior 	 29/07/11 	 29/07/21 	 Mizuho 	 Global 	 Loans	 AAA 	 n.d.	 AAA 	 L&R 	 2,881,866
	 A1B				    Corporate Bank		
ES0337710026 	SANTM 3 A3 	 senior 	 16/10/11	 16/10/49 	 Banco Santander 	 Spain	 Loans 	 AAA 	 Aaa 	 AAA 	 L&R 	 12,427,379
							     
XS0272064337 	 EIRLES  	 senior 	 15/05/14	 17/05/21 	 Winchester Capital 	 Global	 Loans 	 AAA 	 Aaa 	 n.d.	 HFT 	 4,577,259
	 TWO LIMITED 303						    
XS0190180918 	 EXPLO 	 mezzanine 	 25/03/09	 25/09/12 	 Governo Portoghese 	 Portugal	 Taxes and social 	 AAA 	 A1 	 AAA 	 L&R 	 6,990,152
	 2004-1 M						      contributions
XS0143891488 	CLISL 1X II 	 mezzanine 	 21/09/15	 19/03/20	 Allied Irish Bank 	 Global 	 Loans  	 AA 	 Aa2 	 n.d. 	 L&R 	 3,521,188
							     
ES0312271010 	 AYTBT	 mezzanine 	 25/02/13	 24/02/16	 Ahorro y Titulizacion	 Spain	 Loans  	 n.d. 	 A2 	 A+ 	 L&R 	 4,306,833
	 2006-II B 						    
ES0312284013 	 AYTDS 	 mezzanine 	 26/11/11	 17/11/19	 Ahorro y Titulizacion	 Spain	 Loans 	 BBB- 	 n.d. 	 A/- 	 L&R 	 3,183,923
	 2006-I B						    
XS0253600521 	 RMFE 	 mezzanine 	 11/09/16 	 11/09/22 	 RMF Group	 Global	 Loans  	 A 	 A2 	 n.d. 	 L&R 	 3,213,410
	 IV-A III						    
IT0004137433 	AGRI 2006-1 B	  mezzanine 	 08/03/15	 08/12/23	 Banca Agrileasing 	 Italy 	 Leases	 A	 n.d.	 A	 L&R	  3,211,295
IT0003940050 	 PHARM 2 B 	 mezzanine 	 28/04/13	 28/01/25	 Comifin SpA 	 Italy 	 Leases 	 A	 A2	 n.d.	 L&R	 3,161,658
IT0003951123 	 LOCAT 	 mezzanine 	 12/12/13	  12/12/26 	 Locat SpA 	 Italy 	 Leases 	 A 	 A2 	 n.d. 	 L&R 	 3,340,562
	 2005-3 B
XS0238920655 	SMILS 05 C 	 mezzanine 	 20/01/12	 20/01/15 	 ABN AMRO	 Netherlands	 Leases 	 A	 A2	 AA- 	 HFT 	 2,014,905

Total 52,830,430

1)	 The expected maturity is estimated with reference to the average duration of the underlying portfolios and the latest available information about the incidence of early repayments. 
(2)	 The acronyms included in this column are used to classify the following financial assets: L&R (loans and receivables): loans and amounts due from customers/banks; HFT (held for 

trading): financial assets held for trading
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Information about lending

Information about lending by the Group is presented below in terms of concentration, 
geographical distribution and distribution by economic sector, together with a number of risk 
indicators. Except for the parameters relating to doubtful loans, the data used in this analysis 
was drawn from the financial statements and the information reported to the Central Risks 
Database, including cash loans, guarantees and derivatives. Group banks and companies are 
excluded from the aggregates, which however do include securitized mortgages in order to 
provide a complete picture of the way the Group’s loans portfolio is structured.

Concentration of customers

The Group’s loans portfolio is well spread overall with 255 thousand positions, of which 247 
thousand representing just over 93% of the total have facilities of less than 250 thousand euro.
The most numerous band with facilities of up to 25 thousand euro represents 51.3% of the 
total positions at 31 December 2008, just slightly lower than at the end of 2007 (52.0%) The 
bands from 26 to 250 thousand euro account for 41.9%, while those with greater facilities 
represent 6.8% of the total, much in line with 2007. Considering the amounts drawn down, 
the band with facilities up to 25 thousand euro accounts for just 2.7% of total loans granted by 
the Group (2.8% in 2007), while the bands from 26 to 250 thousand euro account for 34.7% 
(35.5% in 2007) and those drawing against greater facilities represent 62.6% of the total (61.7% 
in 2007). In particular, facilities in excess of 5 million euro account for 28.2% of the total loans 
drawn down. 

With regard to the Parent Bank, the Board has taken a clear internal position on the control of 
concentration risk: in addition to having established in the past that facilities in excess of 60 million 
euro must not exceed 12% of total facilities granted by the Bank, the Board has also defined new 
thresholds for the monitoring and control of concentration risk in relation to facilities that exceed 
5 million euro. This said, in December 2008 the loans granted to individual counterparts, or those 
belonging to the same economic group, with facilities in excess of 60 million euro represent 10.7% 
of total facilities granted by the Bank. This is slight more than 10.4% at the end of 2007 but still 
below the limit of 12%. With regard to the other facilities, the concentration of the 5 to 30 million 
euro band has fallen from 26.2% at the end of 2007 to 25.7% in December 2008, while that of the 
30 to 60 million euro band is essentially unchanged at 10.7%.

As at the Parent Bank, Cassa di Risparmio di Prato and Banca Nuova have established limits 
for individual counterparts and those belonging to the same economic group, although the scale 
limit for the 12% threshold is 26 million euro at Cariprato and 20 million euro for Banca Nuova. 
In the first case, at 31 December 2008 the facilities belonging to this band represented 11.4% 
of the total, which is just below the limit having increased from 10.6% at the end of 2007; with 
regard to Banca Nuova, on the other hand, utilization is much lower (4.1%), although higher 
than at the end of 2007 (2.4%).
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Geographical distribution

The geographical distribution of Group lending at 31 December 2008, by province of residence 
for physical persons and by location of registered office for companies, shows clearly the 
addition of the branches acquired from the UBI Banca Group which has helped to reduce the 
concentration of lending in the original home provinces.

In particular, 17.6% of total lending is distributed in the province of Vicenza, down from 18.4% 
at the end of 2007. The concentration in the province of Treviso has also declined from 8.1% al 
7.0%, thus reducing its relative importance from 2nd to 3rd place. Similarly, the weighting of Prato 
has fallen (from 7.8% to 6.2%, from 3rd to 4th place). Padua and Udine at respectively 5.2% and 
5.1% have decline slightly in percentage terms with respect to 2007. Considering the provinces 
where Banca Nuova is present, Palermo has increased its weighting from 4.3% at the end of 2007 to 
4.6% in December 2008, while Trapani is stable at around 1.90%. The province of Milan has grown 
strongly to 8.2% from 7.7% in December 2007, becoming the Group’s second most important 
province, while Brescia (2.6%) and Bergamo (1.4%) together account for 4% of all Group loans, 
compared with 0.8% at the end of 2007.

Distribution by economic sector

Analysis of the distribution of the loans portfolio by economic sector highlights, at Group level, 
a marked increase in “Non-financial companies” from 55.6% at the end of 2007 to 59.8% in 
December 2008. By contrast, there has been a notable reduction in the weighting of loans to 
“Financial companies” (from 6.3% to 2.6%). “Households” absorbed 31.1% of total lending in 
December 2007, but this weighting is now 0.9 percentage points lower due to the slowdown in 
demand for residential mortgages. “Personal businesses” now represent 6.7% of total lending, 
up over the year by 0.3 percentage points.
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Analyzing the loans to non-financial companies and personal businesses, which together 
represent 66.5% of the total loans portfolio, the Group is found to be mainly present in 6 
segments: “Other services for sale” represent 21.6% of total lending, Commerce 11.6%, 
Construction 6.6%, Engineering (total of “Metal products” and “Agricultural and industrial 
machinery”) 4.5%, “Textiles, leather and footwear, clothing” (which includes tanning and, in 
particular, the districts of Prato and Alto Vicentino) 3.8%, and “Other industrial products” 
(including gold and furniture) 2.6%.

Risk indicators

At 31 December 2008, consolidated gross impaired loans (including non-performing, watch 
list, past due, over drawn and restructured) amount to 1,285 million euro, up by 224 million 
euro (+21.1% since 31 December 2007). This rise in impaired loans reflects an increase in non-
performing loans (+110 million euro, or +19.4% since the end of 2007), watchlist loans (+94 
million euro, +26.1%) due to a more restrictive definition of objective watchlist loans established 
by the Bank of Italy, and past due loans (+34 million, +36.4%). Despite this increase, the quality 
of the Group’s loans portfolio expressed as the ratio of doubtful loans to total lending has 
deteriorated only moderately since the end of 2007: the ratio of gross impaired loans to gross 
lending has risen from 4.98% at the end of 2007 to 5.52% at December 2008, while the ratio of 
non-performing loans to gross lending has increased from 2.67% to 2.92%. This increase should 
be assessed in the light of the slowdown in the growth of lending during 2008.

Changes in the risk relating to performing loans are monitored using the Risk Management 
System (SGR). This has been operational for more than three years and uses a system 
of counterpart scoring that classifies customers is decreasing order of credit quality. The 
calculations are based on trend indicators and information received from the IT systems 
of Group banks that might be relevant to a change in the level of risk associated with the 
counterpart. In particular, the SGR system classifies performing positions with anomalous trends 
into two categories: “under observation” or “high risk”. At Group level, the loans classified as 
“under observation” as a percentage of the total loans portfolio has risen from 2.8% at the end 
of 2007 to 3.3% in December 2008, while “high risk” loans have increased from 1.3% to 1.7%.

With reference to the most significant economic sectors in terms of total Group lending, 
the highest risk sectors (lowest percentage of “performing” loans) are “Textiles, leather 
and footwear, clothing” (performing at 78.3%), “Other industrial products” (79.6%) and 
Construction (85.5%). The principal sectors with the lowest level of risk, on the other hand, 
include “Agricultural and industrial machinery” (93.4%), “Other services for sale”  (92.3%) and 
“Commerce” (89.9%).
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CORPORATE SOCIAL RESPONSABILITY AND IMAGE

This chapter will describe projects supported and actions adopted by the Parent Bank for the 
benefit of all its stakeholders. The purpose is to confirm our Bank’s firm desire to be an active 
and responsible part of the social and environmental context in which it operates, knowing that 
contributing to the economic and social progress of its local area and residents is part of the 
essence of co-operative banking with its central values and principles of mutualism and solidarity.

Annual report on the mutualistic nature of the co-operative pursuant to art. 
2545 of the Italian Civil Code

When co-ordinating the provisions of the Italian Civil Code with the special rules for co-
operative banks contained in articles 29 et seq of the Consolidated Law on Banking and 
Lending, the legislator has restated that «popolare» banks belong to the co-operative category 
and has recognized the specific nature of their mutualistic purpose, stating that the associated 
principles adopted must be suitably disclosed in the present report.
The mutualistic purpose, especially in a co-operative bank, is pursued not only in the typical 
forms of “internal” mutuality, but also those of “external” mutuality relating to the community 
and social context in which the bank itself operates and which is increasingly important in terms 
of corporate social responsibility.
In the case of Banca Popolare di Vicenza, its mutualistic purpose involves:
−	 providing members with banking services at times under preferential conditions;
−	 taking actions in favour of the local area, households and businesses aimed at enhancing the 

local economy for the specific benefit of the community as a whole;
−	 allocating funds to projects of social benefit, charities, welfare and cultural initiatives with 

benefits for the community and local area in which the Bank directly operates.

Banking services for Members

An effective mutualistic relationship with its Members also involves the specific offer of financial 
services relating to the principal products and services, starting with current accounts.
The main product for Members is called the “Socio Più” (Members Plus) account, a complete 
package offered by Banca Popolare di Vicenza for the personal and family needs of its Members 
under absolutely preferential conditions. The package includes some of its more exclusive 
services free of charge, such as the Oro Socio Più (Gold Members Plus) credit card and the 
international debit card which now boasts microchip security and functionality, the securities 
deposit service, the safety deposit box, discounts on mortgage and loan arrangement fees, access 
to the latest multi-channel banking services and the prestigious fur coats custody service.

Members also enjoy exclusive insurance coverage: the Lost Baggage policy, which covers all 
material damage to the personal effects and baggage of Members and their family as a result of 
theft, robbery, fire and other accidents, the Member-Customer Accidents policy which insures 
against occupational and non-occupational accidents resulting in death or permanent disability 
and the Medical policy which offers a daily reimbursement for hospital stays resulting from 
accidents or major surgery plus a specialist information and booking service.

Members who opt for the “Socio Più” account are entitled to access a series of non-banking 
services, some of which provided through “Carta SemprePiù”, the prestigious service card 
provided free of charge which offers a series of discounts and benefits on exclusive goods and 
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services supported by a freephone service and special website.  Members are also entitled to 
free guided tours of Palazzo Thiene (the bank’s historic headquarters) and its rich art collection 
and are constantly kept abreast of what is going on in the Bank through free subscription to the 
“BPVI Oggi” magazine sent to them at home.

Member admission criteria and management of member relationships

The close relationship between the Bank and its Members is one of the hallmarks of the co-
operative banking model, featuring the presence of a large number of Members each with one 
vote and prevention of the formation of controlling majorities. The close relationship between 
the Bank and its Members is evident from the very moment of a new member’s admission, 
which is governed by art. 8 et seq of the articles of association. Applications for admission to 
membership are examined, before presentation to the Board of Directors, by a special Members 
Committee, set up under a board resolution adopted on 23 February 1999, which has the task 
of evaluating whether such applications satisfy the requirements contained in the acceptance 
clause in the articles of association and comply with the co-operative spirit. In particular, the 
Members Committee checks that existing or new members seeking the allocation of new shares 
are not acting for purely speculative ends, but have demonstrated their loyalty and attachment 
to the Bank over time; in this way, the committee puts forward only those applications that best 
respond to the nature and goals of co-operative banking.

An intense mutualistic relationship with Members is also reflected in constant, effective 
communications. Among the tools adopted are the publication of the annual Social Report, 
which looks in detail at the relationship between the Bank and its stakeholders, with particular 
reference to internal stakeholders such as Members, and the letter sent at least twice a year in 
which the Bank’s management provides information on the Bank’s results and performance, in 
compliance with the principle of providing the market with the same information.

Information on the shareholding structure of Banca Popolare di Vicenza

Banca Popolare di Vicenza had 53,329 Members at the end of 2008 (+1.6% compared with the 
end of 2007), plus 3,425 simple stockholders without voting rights, for a total of 56,754. Our 
Bank’s commercial development has been put on a more solid footing thanks to the entry of 
new Members, especially in the recent, new areas of operation in Bergamo and Brescia, while 
membership in our traditional areas has continued to rise steadily.

The analysis of members’ composition reveals one of the typical hallmarks of the co-operative 
model, namely a large number of Members, almost entirely comprising natural persons (99.0%) 
with a small representation of companies, entities and institutions (1.0%).
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Shareholders 2008 Comp. % 2007 Change	 Change %
composition     	

Men   33,616 59.2 33,136 480 	 1.4
Women  22,565 39.8 22,441 124 	 0.6
Companies, Administrative body, Institution 573 1.0 528 45	 8.5

Total  56,754  100.0  56,105  649	 1.2

Another feature which also reflects the primarily mutualistic character of BPVi is the huge 
number of private individuals and personal businesses who are both customers and Members 
of an entity that since its origin has sought to act “…so that the working classes, small businesses, 
retailers and shopkeepers” can “easily access credit born of the fruitful and liberal principle of 
providence and mutuality”. In fact, around 97.5% of all the Members are individuals falling into 
the category of consumer households, followed by 1.5% who belong to the personal businesses 
category. The rest of the shares are held by companies, religious institutes, banks, financial 
institutions, insurance companies and public entities.

Shareholders composition 2008 Comp. % 2007 Change	 Change %
by business sector

Households 55,341 97.5% 54,758 583	 1.1
Individual companies 861 1.5% 840 21	 2.5
Companies 453 0.8% 420 33	 7.9
Religious institutions 41 0.1% 36 5	 13.9
Banks, insurances, etc. 50 0.1% 46 4	 8.7
Administrative body 8 0.0% 5 3	 60.0

Total  56,754 100.0% 56,105 649	 1.2

More than 62% of the stockholders have been Members of the Bank for over 10 years. This 
figure reflects the long-term, non-speculative nature of investing in BPVi and the close fiduciary 
relationship that has always bound the Bank to its Members.

Shareholders composition 2008 Change %
by ageing of the relationship  

Less than 5 years 21,313 37.6
Between 6 and 10 years 16,105 28.4
More than 10 years 19,336 34.1

Total  56,754 100.0

In fact, the expectations of these Members are many and complex, being not only investors but 
also customers, employees of the Bank and many players from the traditional areas of operation, 
whose objective is not based on mere short-term economic “return” on the investment but above 
all aimed at ensuring lasting, balanced development for the Bank itself, in harmony with the local 
social and economic environment, thereby creating the necessary conditions for uninterrupted 
pursuit of the corporate mission. 
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The Bank’s ties with its local area are even more evident from the geographical breakdown of 
Members, which confirms its deep roots in its traditional regions: over 80% of Members reside 
in the Veneto region and around 14% in Friuli Venezia Giulia. The proportion in Lombardy has 
increased because of the admission of new Members presented by the branches acquired from the 
UBI Banca Group in the provinces of Brescia and Bergamo.

Shareholders distribution 2008 2007 Change. %
by geographical area N. Comp. % N.	 a/a

Veneto	   45,774 80.7 45,680	 0.2
Vicenza  28,085 49.5  28,216 	 -0.5
Treviso  8,122 14.3 8,052	 0.9
Padova 4,058 7.2  4,028	 0.7
Verona  3,049 5.4 2,995	 1.8
Venezia 1,619 2.9 1,579	 2.5
Belluno 732 1.3 734	 -0.3
Rovigo 109 0.2  76	 43.4

Friuli V. G.  7,900 13.9 7,941	 -0.5
Udine  6,307 11.1 6,385	 -1.2
Pordenone  1,158 2.0  1,112	 4.1
Gorizia  214 0.4  218 	 -1.8
Trieste  221 0.4  226 	 -2.2

Lombardia  1,445 2.5  971	 48.8
Emilia Rom.  380 0.7 375	 1.3
Sicilia 	  246 0.4  216	 13.9
Lazio 	  227 0.4  207	 9.7
Other italian area  665 1.2 599	 11.0
Abroad	 117 0.2 116	 0.9

Total 	  56,754 100.0  56,105	 1.2

Banca Popolare di Vicenza and the community

The mission of “external” mutuality harmoniously complements that of “internal” mutuality and 
involves numerous actions by the Bank in favour of the local area and the local community. 

In fact, as required by art. 53 of the Parent Bank’s articles of association, BPVi distributed a 
total of 1,869,311 euro in 2008 from the sum approved by the Members’ Meeting for charitable 
works, welfare, culture and projects of social benefit. The sums donated to projects of social 
benefit were basically the same as in 2007 and involved 965 individual donations (+2.7% 
relative to 2007), of which 38.7% in the sector of culture and safeguarding of artistic heritage, 
19.7% in the sector of health and welfare, 14.4% for research, studies and education, 13.4% to 
voluntary entities and associations involved in social and cultural aggregation and in support of 
the underprivileged (which received 40.3% of total donations in this category), 4.9% for sport 
and youth associations, and the remaining 8.9% to other minor causes.

Donations in support of art and culture included:
−	 a contribution to the Fondazione Teatro Comunale Città di Vicenza (Vicenza’s Municipal 

Theatre), of whom the Parent Bank is a founding member, in support of the programme of 
activities in 2008;

−	 support for the Bertoliana Civic Library in Vicenza for the celebration of its 300th anniversary 
and the publication of a book on the history of this institution;
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−	 a contribution to the Cathedral in Castelfranco Veneto for restoring the eighteenth century 
wooden choir stalls flanking the high altar;

−	 support for making a copy of the crown of the statue of the Monte Berico Madonna, stolen at 
the end of 2008;

Donations in support of studies, education and research included:
−	 a major three-year contribution to the Vicenza University Campus, particularly in support of 

the degree course in Business Economics and Administration;
−	 a contribution in support of the Centro Universitario di Organizzazione Aziendale (Corporate 

Organization University Centre) in Altavilla Vicentina, traditionally backed by BPVi, for the 
establishment of a scholarship to attend the Masters course in Banking and Finance;

−	 a contribution to the Centro Internazionale di Studi di Architettura Andrea Palladio (Andrea 
Palladio International Centre for Architectural Studies), in support of the traditional course 
on Palladian architecture for young Italian and foreign student;

−	 support to the University of Venice for the annual seminar on banking contracts;

Donations in the field of medical care and welfare were made to:
−	 the Vicenza Green Cross to buy an ambulance;
−	 the S.O.S. Village in Vicenza to buy a property to house children from difficult family 

backgrounds;
−	 the Padua section of the Italian Multiple Schlerosis Association to buy a specially equipped 

vehicle for transporting the disabled.

Still in the area of medical care and welfare, of particular relevance was the renewed contribution 
to medical facilities operating in the Vicenza area and in Italy’s North East. The “Progetto 
Sanità 2008” (Health Project 2008), to which a total of 250,000 euro was allocated, included the 
following principal donations:
−	 donation of equipment to the Urological Unit at Vicenza Hospital (for treating prostatic 

adenoma), to the Spinal Unit at Vicenza Hospital (for rehabilitating patients with medullar 
injury) and to the Pro Senectute Association in Vicenza (for the experimental treatment of 
Alzheimer’s disease);

−	 scholarships for specialization and medical research in the Pediatric Surgery Unit and Plastic 
Surgery Unit at Vicenza Hospital, for Vicenza’s Friends of the Kidney Association (for the 
doctor working in the Nephrology Unit at Vicenza Hospital) and for the Foundation for 
Advanced Biomedical Research in Padua.

Donations in the field of sport included:
−	 renewed support for the mini-marathon in Udine, now part of the sporting tradition in the 

Veneto and Friuli Venezia Giulia;
Lastly, all the ticket sales from the exhibition entitled “Returned Masterpieces - Paintings in the 
collection of the Banca Popolare di Vicenza Group”, held in Rome from 28 February to 15 June 
2008, were donated to the Italian Cancer Research Association.

Corporate Social Responsibility Report

During 2008 the Parent Bank presented the sixth edition of its Corporate Social Responsibility 
Report for 2007. It considers this an increasingly important tool for clearly and transparently 
communicating the effects that its activities have on all the principal stakeholders operating 
within and without its business, namely Human Resources, Members, Customers and the 
Community as a whole.  

In fact, Banca Popolare di Vicenza firmly believes that the primary need of creating lasting value 
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for any business cannot be separated from the close and growing interdependence between 
economic results and social performance. Attention to progress and establishment of its role in 
its local areas is even more important for a co-operative bank like ours whose core values and 
operational guidelines are based on mutuality and solidarity. These principles now appear to be 
even more relevant for the banking system as a whole, exposed to high reputational risk in an 
increasingly difficult and complex market. 

This document, which is available on the website, briefly summarizes the key stages in the Bank’s 
history, its underlying values and its mission. As usual, plenty of room is given to the section 
entitled “Social Report”, which identifies and examines the most useful and effective indicators 
of actions taken in the interests of all stakeholders. This section begins with a presentation of 
the “Social Dashboard”, comprising a “system of indicators”, representing the results of the 
Bank’s “social performance”, thus providing an overview of how our Bank fits into its local 
environment and interacts with local players.

External communication and corporate image

The economic and socio-cultural role played by Banca Popolare di Vicenza in its local areas 
has been enhanced during the year by many, valid initiatives and by its continued support for 
institutions like Vicenza Calcio (Vicenza football club), of which BPVi is co-sponsor, and of the 
junior team of which the bank is official sponsor.

Other initiatives include the official sponsorship of the 81st National Alpine Corps Meeting, 
held in May in Bassano del Grappa 60 years after the corps’ undertaking to rebuild the Bassano 
Bridge, and the sponsorship of the Rovigo Rugby Club. We have also been involved in a 
number of high profile national events, such as renewed sponsorship for the Campiello Literary 
Prize, organized by Confindustria Veneto and the Guido Piovene Journalism Prize, created 
to celebrate this great Vicenza-born writer and organized by the Bank once every two years, 
reaching its fifth edition in 2008, accompanied by the second edition of the Piovene Youth 
Competition, organized in partnership with “Il Giornale di Vicenza”, a local newspaper and 
open to students of upper secondary schools in Vicenza and its province.

In the musical sphere, the Bank continued its intense programme of events, including the 
“Spring Concert”, offered by the Bank to the City of Udine and performed by the Orchestra of 
the Olympic Theatre in Vicenza, the much applauded concert of the Solisti Veneti, accompanied 
by James Galway on the flute, in the Hermitage Church in Padua, the traditional choral concert 
entitled “Invitation to Summer” hosted in June in the Palladian courtyard of the historic 
headquarters of Palazzo Thiene and performed by the Cadore Brigade choir, the concert of the 
Solisti Veneti in Castelfranco Veneto in November, and the traditional “Christmas Concert” 
offered to the City of Vicenza which saw the St. John’s Orchestra and the OSJ London Voices 
conducted by John Lubbock perform in the Temple of the Sainted Crown.

In the sphere of art and culture, the Bank confirmed its commitment to promoting and 
enhancing the value of its artistic heritage through a series of important local and national events. 
Apart from the usual “Sunday lectures”, on the myth of Venus and Love, held in Palazzo Thiene 
in the first quarter of the year and following on from the “Returned Masterpieces” exhibition 
in 2007, the Bank organized, a major exhibition in the first half of the year, together with the 
Memmo Foundation in Rome, entitled “Returned Masterpieces. Paintings in the collection of 
the Banca Popolare di Vicenza Group”. This event, receiving the patronage of the Ministry of 
Culture, and the high patronage of the President of Italy, saw the prestigious setting of Palazzo 
Ruspoli in Rome host over 100 masterpieces from the collections of Banca Popolare di Vicenza, 
Cariprato and Banca Nuova. At the same time as this important event in Rome, the Republic 
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of San Marino decided to issue a collection of stamps reproducing four masterpieces from the 
Group’s collection, thus confirming the importance of the Bank’s cultural project to recover 
great works of Venetian art from the art markets and safeguard them. In exchange for this 
initiative, last summer the Bank lent the St. Frances Art Gallery in San Marino three of the four 
paintings for the exhibition: “Tiepolo Pellegrini Bassano. Three masterpieces in San Marino 
from the collection of the Banca Popolare di Vicenza Group”. 

Since 2008 marked the 5th centenary of the birth of Andrea Palladio, the Bank had the honour 
to host at Palazzo Thiene, a masterpiece of Palladian architecture and a Unesco world heritage 
site, Giorgio Napolitano, the President of Italy, during his visit to Vicenza for the Palladio 
anniversary celebrations. The visit, on 19 September 2008, came 56 years after the visit by 
another Italian President, Luigi Einaudi, and has been commemorated by a special plaque in the 
palace’s porch. To mark the Palladian anniversary our Bank not only supported a series of events 
organized for the occasion by the Province of Vicenza with the patronage of the Veneto Region, 
it also organized the “Schools Project at Palazzo Thiene”, involving the exceptional opening 
of Palazzo Thiene for school year 2008-2009 to pupils of primary and secondary schools in the 
Veneto, Friuli Venezia Giulia, Bergamo and Brescia, with special educational tours for visiting 
the palace and its collections. Still as part of the Palladian anniversary celebrations, in September 
the Bank organized at Palazzo Thiene the exhibition “The Doge of Palladio. Portraits of Nicolò 
da Ponte by Tintoretto in the 1700s”, which paid homage to the doge serving in the year of the 
celebrated architect’s death. This was also the occasion for presenting the city with the “Portrait 
of the Doge Nicolò da Ponte”, a recently purchased eighteenth century Venetian school replica 
of the Tintoretto original already in the Bank’s collection.

As for the Bank’s art collection, we recall the acquisition of the matching paintings by 
Giulio Carpioni: “Bacchanal” and “The plage of Aegina”; precious canvases by the Venetian 
seventeenth century master and now on display in Palazzo Thiene, and the purchase of a 
medallion of the Doge Andrea Gritti, year IV – 1526, adding to the Bank’s collection of Venetian 
medallions which is now missing only one example to be complete. The Bank also purchased 
“Alexander’s triumph in Babylon”, a large painting by Antonio Zanchi, a seventeenth century 
Venetian master; this painting, recovered on the North American art market and brought back to 
Italy by the Bank, was the centrepiece of the traditional exhibition of “Returned Masterpieces” 
organized at year end in Palazzo Thiene. The exhibition entitled “Antonio Zanchi. Alexander 
the Great in triumph” displayed, in addition to the rediscovered masterpiece, several works 
from public and private collections and a multi-media section on the topic of “Film triumphs”.

Internal communication

Internal communication activities continued in 2008, with them playing an important role in 
quickly spreading information and enhancing a common corporate culture throughout the 
Group. In particular, efforts focused on improving the quantity and quality of the services 
broadcast by the BPVI Channel, the Corporate TV channel of the BPVi Group, by increasing 
the time devoted to commercial and other initiatives by all the Group’s banks with the goal of 
creating a real corporate community around this medium.

The corporate publications BPV OGGI and Linea Diretta also continued to appear regularly 
and actually increased the number of topics addressed and improved the quality of their 
pictures. As regards the house organ “BPV OGGI” (BPV TODAY), the editorial style was 
consolidated in 2008 with the goal of reporting the key facts relating to all the Group’s banks 
as well as giving ample space to exclusive articles on economics, finance, foreign politics, art 
and culture by national journalists or experts. The “Linea Diretta” (Direct Line) magazine 
has established itself as the periodical for the Group’s employees, which consider it theirs and 
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eagerly anticipate its publication. The articles and reports about employees in their daily jobs are 
very popular, like those on leisure and sport. In almost eight years of publication, the “La parola 
ai Colleghi” (Employee forum) column has never been short of input, confirming the attention 
and affection that the magazine enjoys; the “Bear or Bull” competition devised and organized by 
“Linea Diretta” also proved a great success with over 3,500 participants.
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CONSOLIDATED RESULTS OF OPERATIONS  

Scope of consolidation

The scope of consolidation at 31 December 2008 is summarized below:

The scope of consolidation has undergone the changes discussed below since 31 December 2007.

Acquisitions, mergers and cancellations

Verona Gestioni SGR S.p.A.: on 15 October 2008 this company was merged into BPVI Fondi 
SGR S.p.A. (50% controlled), effective from 1 January 2008 for accounting purposes pursuant 
to art. 2504 of the Italian Civil Code, and resulting in the cancellation of Verona Gestioni SGR 
S.p.A.
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Linea S.p.A.: on 27 June 2008 the entire 47.96% interest in Linea S.p.A. was sold to Compass 
S.p.A. (Mediobanca Group). In compliance with IFRS 5, this equity investment had been 
classified in “Non-current assets held for sale” at 31 December 2007.

Otto a Più Investimenti SGR S.p.A.: the subsidiary BPVI Fondi SGR S.p.A. sold its entire 
20.00% interest in this company during the year.

Changes in equity interests

Farbanca S.p.A.: during the year the Parent Bank acquired another small interest in this 
company, taking its holding from 47.44% in December 2007 to 47.52% at the end of 2008.

Other changes

Società Cattolica di Assicurazione S.c.p.A.: further to Cattolica di Assicurazione S.c.p.A. 
taking a 0.50% interest in Banca Popolare di Vicenza on 31 October 2008, a “significant 
influence” is now considered to exist between our Group and this company as defined by IAS 
28 “Investments in associates”. In fact, this interest by Cattolica Assicurazioni in the Bank has 
sealed the existing strategic and business alliance between the two groups, further strengthening 
their major partnership in the sector of insurance, banking and financial services, also confirmed 
by the fact that each has a representation on the other’s Board of Directors.

The 12.72% interest held in Cattolica Assicurazioni, previously classified in “financial assets 
available for sale”, has now been reclassified to “equity investments” at the carrying amount 
against cancellation of the previously recognized valuation reserve.
This company has therefore been consolidated in 2008 using the equity method, with the share 
of its related income and expenses included from 1 November 2008.

Temporary investments held as part of merchant banking activities and insignificant interests 
have been excluded from the scope of consolidation, even though such holdings may exceed 
20% of capital, and are classified as “financial assets available for sale” (note that insignificance 
is defined in terms of the effect of exclusion on the financial and operating structure of the 
consolidated financial statements, with regard to potential line-by-line consolidations, and on 
the components of equity, with regard to potential measurement using the equity method).

The balance sheets and income statements used for consolidation purposes (line-by-line, 
proportional, equity method) are those approved by the Boards of Directors of the individual 
companies as of 31 December 2008.  These financial statements have been adjusted, where 
necessary, to align them with proper and consistent accounting policies adopted by the Group.  
The financial statements of companies consolidated line-by-line, but presented using formats 
that differ from those established in Circular 262 of 22 December 2005, have been duly 
reclassified in accordance with these formats. 

The investments in Interporto della Toscana Centrale S.p.A.1 and Magazzini Generali e Derrate 
S.p.A. have been reported using the equity method with reference to their 2007 financial 
statements, while the holdings in Cattolica di Assicurazione S.c.p.A. and 21 Investimenti 
Partners S.p.A. have been carried at equity with reference to their financial statements at 31 
December 2008 and 31 December 2007 respectively. 
The consolidated financial statements of the Banca Popolare di Vicenza Group as of  

(1)	  Although the interest in the company’s equity exceeds the carrying amount of the investment, the company has re-
ported losses in recent years and, for the sake of prudence, its carrying amount has not been adjusted.
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31 December 2008 therefore comprise, as required by IAS 27, the financial information reported 
by the Parent Bank and its direct and indirect subsidiaries and associated companies:

1) consolidated line-by-line (unless otherwise specified, control is held by the Parent Bank):
−	 Banca Popolare di Vicenza S.C.p.A. - Parent Bank
−	 Banca Nuova S.p.A. (99.59% controlled)
−	 Cassa di Risparmio di Prato S.p.A. (79.00% controlled)
−	 Farbanca S.p.A. (47.52% controlled)
−	 B.P.Vi. Fondi SGR S.p.A. (50.00% controlled)
−	 Nordest Merchant S.p.A. (80.00% controlled)
−	 NEM SGR S.p.A. (100% controlled by Nordest Merchant S.p.A.)
−	 NEM 2 SGR S.p.A. (100% controlled by Nordest Merchant S.p.A.)
−	 Nuova Merchant S.p.A. (100% controlled)
−	 BPV Finance (International) Plc (99.99% controlled)
−	 Servizi Bancari S.c.p.A. (97.00% controlled with 1.00% owned by Banca Nuova S.p.A., 

1.00% by Cassa di Risparmio di Prato S.p.A. and 1.00% by Farbanca S.p.A.)
−	 PrestiNuova S.p.A. (6.33% owned with 88.67% controlled by Banca Nuova S.p.A.)
−	 Immobiliare Stampa S.p.A. (100% controlled)
−	 Monforte 19 S.r.l. (100% controlled)

2) consolidated using the equity method (unless otherwise specified, the equity investment is held 
by the Parent Bank): 
−	 Berica Vita S.p.A. (49.00% owned with 1.00% held by Banca Nuova S.p.A.)
−	 Vicenza Life Ltd (50.00% owned)
−	 ABC Assicura S.p.A. (50.00% owned)
−	 Cattolica di Assicurazione S.c.p.A. (12.72% owned)
−	 21 Investimenti Partners S.p.A. (20.00% owned)
−	 Farmanuova S.p.A. (30.00% owned by Banca Nuova S.p.A.)
−	 BPVI – Cattolica Mediazione Creditizia S.p.A. (50.00% owned)
−	 Magazzini Generali Merci e Derrate S.p.A. (25.00% owned)
−	 SEC Servizi S.C.p.A. (47.04% owned, with 1.66% held by Banca Nuova S.p.A., 1.02% by 

Cassa di Risparmio di Prato S.p.A. and 0.10% by Farbanca S.p.A.)
−	 Interporto della Toscana Centrale S.p.A. (20% owned by Cassa di Risparmio di Prato S.p.A.).
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Information on financial instruments reclassified following amendments to IAS 
39 and IFRS 7 and methods of determining fair value.

The serious crisis hitting financial markets in the second half of 2008 led governments in the 
European Union to ask the International Accounting Standards Board (IASB), an independent 
body responsible for issuing international accounting standards, to amend the accounting 
standards applying to the classification of financial instruments (also to bring them into line with 
the related US standards) and the method of determining their fair value in situations of market 
illiquidity like at present.

The following paragraphs will describe the amendments made in October 2008 to IAS 39, 
allowing the possibility of reclassifying financial instruments, and the IASB’s recommendations 
concerning measurements in light of the problems of measuring fair in unstable financial 
markets. The decisions adopted by the BPVi Group in this regard will also be discussed.
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Reclassification of financial instruments: changes introduced following the amendments to IAS 39 
and IFRS 7

With reference to the classification of financial assets, on 13 October 2008 the IASB published 
some amendments to IAS 39 “Financial instruments: recognition and measurement” and to 
IFRS 7 “Financial instruments: disclosures” in a paper entitled “Reclassification of Financial 
Assets”, endorsed under urgent procedures by the European Commission on 15 October 2008 
in Regulation EC 1004/2008.

In brief, these amendments allow companies that apply international accounting standards 
the option to reclassify certain financial instruments from their originally designated category 
in accordance with specific instructions and in rare circumstances. The current situation on 
financial markets undoubtedly qualifies as one of the “rare circumstances” envisaged by the 
amendments. 

In more detail, the amendment to IAS 39 has removed the previous ban on reclassifying non-
derivative financial instruments from the assets held for trading category (measured at fair value 
through profit or loss) to other categories (assets held to maturity, asset available for sale, and 
loans and receivables). It is now also possible to reclassify certain financial assets available for 
sale to loans and receivables. 

Such reclassifications are permitted when a financial asset, in rare circumstances, is no longer 
held for near-term trading, even though it was purchased primarily for such purpose, and the 
company has the intention and ability to hold it for the foreseeable future or to maturity. The 
financial instrument’s characteristics must nonetheless be such as to allow its transfer into the 
new category at the reclassification date.

The provisions of IAS 39 already permitting reclassification of financial instruments from 
“financial assets held to a maturity” to “financial assets available for sale” and vice versa still 
hold good. 

A reclassified financial asset is recorded in its new category at its fair value on the reclassification 
date and profits and losses previously recognized in the income statement must not be reversed.

Solely for reclassifications approved before 1 November 2008 is it permitted, in view of the 
exceptional circumstances, to use the fair value of the financial instrument at 1 July 2008 as the 
transfer value. 

In the event of reclassifying a financial instrument from “financial assets available for sale”, 
the profits and losses previously deferred in equity, if referring to an instrument with a 
predetermined maturity, are amortized over the term of the investment using the effective 
interest method; conversely, if the instrument does not have a predetermined maturity, such 
profits and losses stay in the reserve until the instrument is sold or cancelled.
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Reclassifications by the Banca Popolare di Vicenza Group 

The turmoil on financial markets and the reduced liquidity of certain financial instruments 
means that it is no longer possible to pursue in the near term the intent under which they were 
originally classified as financial assets held for trading, effectively forcing them to be held over 
the medium/long term or to maturity. In view of these circumstances, the Banca Popolare di 
Vicenza Group has applied the options allowed by the amendments to the international 
accounting standards discussed above and made the following reclassifications totalling 465.7 
million euro (of which 118.9 million euro pertaining to the Parent Bank Banca Popolare di 
Vicenza and 346.8 million euro to the subsidiary BPV Finance Plc):  

(in millions of Euro)

Category before Category after Amount of wich BPVi of wich BPV
reclassification reclassification reclassified 	 Finance
	    
Financial assets Loans and advances 253.3 29.4	 223.9
available for sale to customers
Financial assets Loans and advances 149.2 44.1	 105.1
available for sale to banks
Financial assets Financial assets 63.2 45.4	 17.8
held for trading available for sale 

Total	     465.7 118.9	 346.8
	    
Since the Boards of Directors of the Parent Bank and the subsidiary BPV Finance resolved to 
make these reclassifications before 1 November 2008, they have been made with effect from 1 
July 2008 (as permitted by the amendment to IAS 39), with the fair value recognized in the new 
category equal to the related book value at 30 June 2008. Purchases of additional securities after 
30 June 2008 have been reclassified with effect from the purchase date, using the price on such 
date as the fair value. As a result of these reclassifications, the financial instruments reclassified to 
“loans and advances to customers” and “loans and advances to banks” are now being measured 
at “amortized cost” as adjusted to take account of any impairment in compliance with IAS 39.

At 31 December 2008 the book value of financial assets reclassified in the year amounted to 
461.8 million euro compared with a fair value of 387.9 million euro. The fair value of the above 
financial assets has been determined on the basis of the related market prices at 31 December 
2008 which in some cases reflect situations of severe illiquidity.
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The following table provides the information required by paragraph 12A of IFRS 7 in the event 
of reclassifying financial instruments from the fair value through profit or loss category (in 
compliance with paragraph 50B or 50D of IAS 39) or from the “available for sale” category (in 
compliance with paragraph 50E of IAS 39): 

At the reclassification date, the effective interest rate of the financial assets reclassified from 
“financial assets available for sale” and “financial assets held for trading” to “loans and advances 
to customers” or to “loans and advances to banks” is close to the nominal interest rate of the 
reclassified financial instruments, and in view of the fact that they are classified as performing, 
the estimated amount of expected cash flows are near to their book value. 

(in millions of Euro)

Category before Category after  Book value Fair value    fair value gain/loss: 
reclassification reclassification as at as at recognised in recognised in not not  
    31/12/2008 31/12/08 profit/loss in profit/loss in recognised in recognised
      the previous the year profit/loss in in AFS reserve
      year  the year in the year

Financial assets available Loans and advances 257.9 199.2 - - - -58.7
for sale  to customers
Financial assets available Loans and advances 150.7 135.5 - - - -15.2
for sale  to banks
Financial assets held Financial assets 53.2 53.2 -6.7 -16.1 -2.4 - 
for trading available for sale

Total   461.8 387.9 -6.7 -16.1 -2.4 -73.9
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Determination of fair value of financial assets

With reference to the methods of measuring financial instruments if their market is  “not active”, 
the IASB set up an advisory panel in May 2008 to define the rules for determining fair value  in 
illiquid or no longer active markets; the results were published on 31 October 2008 in a paper 
entitled “Measuring and disclosing the fair value of financial instruments in markets that are no 
longer active”.

These guidelines are consistent with those already issued by the Financial Accounting Standards 
Board (FASB) in the United States and are designed to allow greater use of valuation techniques, 
also based on assumptions by management, if the market for an asset is no longer considered to 
be active.

In brief, the paper includes the following indications:
−	 no deviations are permitted from fair value; 
−	 the objective of a fair value measurement is to establish the price at which a transaction would 

ordinarily take place between market participants, not the price resulting from a forced 
liquidation or a distress sale; 

−	 even at times of market crisis not all market activity represents forced liquidations or distress 
sales, meaning that even if a market is inactive the price of transactions cannot be ignored; 

−	 the fundamental value (independent estimate by a company’s management on the basis of 
expected cash flows) if left unadjusted, is unsuitable for determining fair value since it does 
not consider factors that the market would consider (credit/liquidity risk); 

−	 if a market becomes inactive - meaning there is little observable input data - it is possible to 
determine values other than market prices that are equally reliable using valuation techniques 
and models which consider the different factors of risk; 

−	 if a valuation technique is used for determining fair value, it is necessary to periodically 
calibrate the model used for observable market data to ensure that it represents current 
market conditions and to identify any weaknesses in it; 

−	 if the fair value measurement differs from market prices, the disclosures are of prime 
importance for the purposes of measurement transparency.

As regards the criteria for determining fair value, the new guidelines have confirmed the 
approach already generally followed by the Group.
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Direct deposits

Direct deposits, excluding “liabilities for assets sold but not derecognized”, amounted to 20,253 
million euro at 31 December 2008, reporting an increase of 13.4% on the year before (+9.9% 
including “liabilities for assets sold but not derecognized”). 

Direct deposits 31/12/2008 31/12/2007 Changes 
(in millions of Euro)   (+/-)	 %
	    	
Current accounts and unrestricted deposits  10,002 8,625 1,377	 16.0
Current accounts and restricted deposits 182 25 157	 628.0
Repurchase agreements and other payables 801 1,074 -273	 -25.4
Bonds 	  8,968 7,827 1,141	 14.6
Certificates of deposit and other securities  300 302 -2	 -0.7

sub-total	 20,253 17,853 2,400	 13.4
Liabilities for assets sold but not derecognized 1,153 1,631 -478	 -29.3

Total direct deposits 21,406 19,484 1,922	 9.9

The changes in the different types of direct deposit reflect strong growth in “bonds” (+14.6%) 
and “current accounts and unrestricted deposits” (+16.0%), but a contraction in “repurchase 
agreements and other payables” (-25.4%). This downward trend in repurchase agreements in 
favour of other types of funding is a positive sign in terms of liquidity, with our Group closing 
such funding transactions with lending transactions generally in the same technical form. 
“Certificates of deposit and other securities” and “current accounts and restricted deposits” 
have settled for some time now at much reduced levels: while the former posted a modest 
decrease over the twelve months of 0.7%, the later grew by 157 million euro in absolute terms 
(+628.0%).

With reference to the Group’s own bond issues, which account for 42% of all direct deposits, 
the Group made no new issues in the year under its European Medium Term Notes programme 
, after issuing more than 1,815 million euro in notes in 2007; consequently, the entire change 
for the year is attributable to ordinary placement activities with retail customers , with obvious 
benefits in terms of diversification of the sources and cost of funding.

“Liabilities for assets sold but not derecognized” were 29.3% lower than at 31 December 2007. 
These relate to the “Berica 5 Residential MBS” and “Berica 6 Residential MBS” securitizations 
arranged in 2004 and 2006 respectively, which, as discussed in the section on loans, have been  
“reinstated” in the balance sheet, as required by IAS 39.  In fact, they represent notes issued 
by vehicle companies that are backed by securitized home mortgages; their decrease since 31 
December 2007 reflects partial repayment of such securities and the Parent Bank’s repurchase 
of 208.9 million euro in senior and mezzanine notes  issued as part of the above securitizations 
which have consequently been derecognized.

With reference to the latest securitization known as “Berica 7 Residential MBS”, carried out in 
November 2008 and also  “reinstated” in the balance sheet under IAS 39, since all the related 
asset backed securities (ABS) were subscribed by the originator banks (BPVi, Banca Nuova and 
Cariprato), no “liabilities for assets sold but not derecognized” have been recognized.  
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Indirect deposits

Indirect deposits had a total market value of 15,890 million euro at 31 December 2008, reporting 
a decrease of 14.3% on a year earlier.
This aggregate has been seriously affected by the recent turmoil on financial markets and 
the decline in its value is almost entirely attributable to negative performance in the asset 
management sector, which although accounting for only 20% of all indirect deposits, 
posted an absolute decrease in value of 2,142 million euro over the year (-40.0%).  Assets 
under administration, which represent 67% of the total aggregate, also reported a negative 
performance although not as large (-5.3%).  Pension premiums, accounting for 13% of total 
indirect deposits, increased by 4.8% over the year, reflecting the benefits of partnership with the 
Cattolica Assicurazioni Group.

Indirect deposits 31/12/2008 31/12/2007 Changes 
(in millions of Euro)   (+/-)	 %
	    	
Mutual funds  2,484 3,845 -1,361	 -35.4
Personal asset management  735 1,516 -781	 -51.5
Pension premiums  2,078 1,982 96	 4.8
Shares	  1,347 2,198 -851	 -38.7
Other securities 5,519 5,255 264	 5.0
Treasury shares 3,727 3,735 -8	 -0.2

Total indirect deposits 15,890 18,531 -2,641	 -14.3

assets under management 3,219 5,361 -2,142	 -40.0
retirement savings  2,078 1,982 96	 4.8
assets under administration 10,593 11,188 -595	 -5.3
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Looking at the various forms of indirect deposits, the sharp contraction in assets under 
management, which for some time has witnessed a reduction in volumes due to investor 
disaffection for this sector, reflects decreases in both “mutual funds” (-35.4%) and “personal 
asset management” (-51.5%).  With regard to assets under administration, “shares” were 38.7% 
lower mainly because of the steep drop in global share prices, while “other securities” were 
5.0% higher.  “Treasury shares” were generally stable. Lastly, “pension premiums” posted an 
annual increase of 4.8% to more than 2 billion euro at 31 December 2008. 

Loans  to customers

The volume of loans to businesses and households in our home regions continued to grow in 
a satisfactory fashion in 2008, all of which was funded by the growth in direct deposits from 
customers.

Loans to customers 31/12/2008 31/12/2007 Changes 
(in millions of Euro)   (+/-)	 %
	    	
Ordinary current accounts 4,573 4,354 219	 5.0
Mortgage loans 9,064 8,562 502	 5.9
Syndicated loans 1,736 1,650 86	 5.2
Import/export loans 1,374 1,316 58	 4.4
Other loans 2,907 2,908 -1	 0.0
Debt securities 331 38 293	 771.1
Repurchase agreements 32 8 24	 300.0
Net non-performing loans 1 312 300 12	 4.0

sub-total 20,329 19,136 1,193	 6.2
Assets sold but not derecognized 2,376 1,703 673	 39.5

Total net loans 22,705 20,839 1,866	 9,0

(1)	 This does not include non-performing loans related to “assets sold but not derecognized”. 
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Net of impairment adjustments, loans to customers increased by 9.0% on the prior year to 22,705 
million euro at 31 December 2008 (+6.2% excluding “assets sold but not derecognized”).  This 
increase also reflects the reclassification of 253.3 million euro in debt securities from “financial assets 
available for sale” to “loans and advances to customers”, after the Group took up the option allowed 
by the IASB, as endorsed by the European Commission (Regulation  1004/2008 of 15 October 
2008), of reclassifying certain financial instruments in rare circumstances like those caused by the 
current financial crisis. Ignoring these reclassifications, discussed in a specific section of this report, 
cash loans to customers would have amounted to 22,452 million euro, with an increase of 7.7% on 
31 December 2007 (+4.9% excluding “assets sold but not derecognized”).

In terms of individual lending products, all the different technical forms grew despite the economic 
slowdown.  In particular, “mortgage loans” grew by 5.9%, “ordinary current accounts” by 5.0%, 
“syndicated loans” by 5.2% and “import-export loans” by 4.4%.  The increase in “debt securities” 
(+771.1%) reflects the effect of the above reclassification of financial instruments further to the 
amendments to IAS 39. “Repurchase agreements”, of relatively immaterial absolute amount, were up 
300%, while “other loans” were unchanged.

“Mortgage loans”, grew at a slower pace than in the past, reflecting a contraction in individual 
customer demand throughout the banking industry as a whole, and the securitization, carried out 
in November 2008, under which the Parent Bank, Banca Nuova and Cariprato sold 968.4 million 
euro in performing residential mortgage loans to a special purpose entity called “Berica 7 Residential 
MBS Srl”. Like the “Berica 5 Residential Mbs” and “Berica 6 Residential MBS” securitizations, this 
securitization does not meet the derecognition requirements of IAS 39;2 accordingly, the residual 
securitized assets have been “reinstated” in the balance sheet at 31 December 2008 as “assets sold 
but not derecognized”, which have therefore increased by 673 million euro (+39.5%). 

“Mortgage loans” nonetheless continued to represent around 40% of total loans (and over 50% 
including the securitized mortgages classified in “assets sold but not derecognized”). 
Credit risk indicators have deteriorated throughout the banking industry in the wake of the 
financial market crisis in the second half of the year and the resulting deterioration in an already 
weak economy. These events have had a negative impact on the quality of the Group’s loan book, 
which has deteriorated at the end of 2008 relative to 31 December 2007. This deterioration, 
expressed in terms of the ratio between impaired loans and total loans, was less than for the 
banking industry as a whole.

(2)	 With regard to the other securitizations carried out before 1 January 2004, the securitized assets were not reinstated 
on first-time adoption of IAS 39, as allowed by paragraph 27 of IFRS 1. 
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Impaired loans to customers (net of adjustments and including any impaired loans classified as 
“assets sold but not derecognized”) were 127.9 million euro higher (+17.9%) at 31 December 
2008 than a year earlier; however, as a percentage of total net loans, impaired loans increased 
by just 0.28 percentage points, from 3.44% at 31 December 2007 to 3.72% at the end of 2008.  
The ratio of net non-performing loans to net loans to customers was 1.51%, the same as at 31 
December 2007.

Looking at the composition of impaired loans, it is mainly the watchlist loans and positions 
past due by more than 180 days that have deteriorated most, increasing by 79.0 million euro 
(+29.0%) and 33.8 million euro (+38.6%) respectively;  non-performing loans have increased by 
28.1 million euro (+8.9%), while restructured loans have fallen by 13.0 million euro (-32.2%).

In terms of coverage, meaning the ratio between total provisions and gross exposure, the 
coverage of impaired loans has increased from 32.51% at 31 December 2007 to 34.31% at 31 
December 2008, mainly due to higher provisions against non-performing loans, whose coverage, 
ignoring partial write-offs, has risen from 44.49% at 31 December 2007 to 49.36% at the end of 
20083.

Lastly, the “general provision” for “performing” loans amounted to 106.7 million euro at 31 
December 2008, providing coverage of 0.49%, slightly down from 0.52% at 31 December 2007.  

(3)	 The coverage of non-performing loans, including write-offs for bankruptcy proceedings still in progress at 31 Decem-
ber 2008, was 63.60% at year end, while that of gross impaired loans would be 45.55%.
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Financial assets

The Group’s financial assets amounted to 1,273 million euro at 31 December 2008, 41.4% below 
the figure of 2,174 million euro reported at the end of 2007.

Financial assets breakdown 31/12/2008 31/12/2007 Changes 
(in millions of Euro)   (+/-)	 %
	    	
Financial assets held for trading  794  886  -92 	 -10.4
Financial assets at fair value 17 26  -9	  -34.6
Financial assets available for sale 436  1,216  -780 	 -64.1
Financial assets held to maturity 26 46  -20	 -43.5

Total 	  1,273 2,174 -901	 -41.4

Under the option allowed by the IASB and endorsed by the European Commission 
(Regulation 1004/2008 of 15 October 2008) to reclassify certain financial instruments in rare 
circumstances, such as those caused by the current financial crisis, the Group has transferred 
402.5 million euro in debt securities from “financial assets available for sale” to “loans and 
advances to customers” and “loans and advances to banks” and 63.2 million euro in debt 
securities from “financial assets held for trading” to “financial assets available for sale”. 
Excluding these reclassifications, described in a specific section of this report, financial assets 
would have amounted to 1,676 million euro at the end of 2008, with a decrease of 22.9% on 
31 December 2007. 

Assets held for trading represented 62.4% of the Group’s financial assets at 31 December 2008, 
10.4% below the year before. Over 91% of these assets were derivatives (724 million euro).
Financial assets available for sale accounted for 34.2% of total financial assets, down 64.1% on 2007. 

Excluding the reclassifications described earlier,  “financial assets available for sale” would have 
amounted to 775 million euro, with a decrease of 36.2% relative to 31 December 2007, and 
representing 46.3% of total financial assets.
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Financial assets are analyzed by type of assets as follows:

Financial assets breakdown 31/12/2008 31/12/2007 Changes 
(in millions of Euro)   (+/-)	 %
	    	
Debt securities 216 1.058 -842	 -79.6
Equities	 164  365  -201 	 -55.1
Mutual funds 109  96 13 	 13.5
Assets sold but not derecognized 50  81 -31	 -38.3
Financial derivatives 724 574  150 	 26.1
Loans	  10 –  -10 	 n.s

Total	  1,273 2,174 -901	 -41.4
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Interbank position and liquidity

The Group’s net exposure to the interbank market was a negative 771 million euro at 31 
December 2008, down from -1,290 million euro a year earlier. The improvement in the interbank 
position is attributable to better matched growth between customer lending and deposits, one of 
the Group’s top priorities, and to the cash generated from selling financial assets and equity 
investments.

Net interbank position 31/12/2008 31/12/2007 Changes 
(in millions of Euro)   (+/-)	 %
	    	
Loans and advances to banks 2,306 1,989 317	 15.9
Deposits from banks 3,077 3,279 - 202	 -6.2

Total 	  -771  -1,290  519 	 -40.2

The following table summarizes the cash flow statement for 2008 and 2007 presented in the 
consolidated financial statements at 31 December 2008 and prepared on the basis of IAS/IFRS. 
This shows that the Group absorbed 12.0 million euro in net liquidity in 2008, having generated 
31.4 million euro in net liquidity the year before.

  31/12/2008 31/12/2007 Changes 
(in thousands of Euro)   (+/-)	 %
	    	
Cash and cash equivalents 186,946 155,504 31,442	 20.2
at the beginning of the year

Net liquidity generated/absorbed 76,157 134,409  - 58,252	  -43.3
by operating activities
Net liquidity generated/absorbed  85,066 - 470,904 555,970 	 -118.1
by investing activities
Net liquidity generated/ -173,235 367,937  -541,172 	 -147.1
absorbed by funding activities 

Net liquidity generated/ -12,012 31,442 - 43,454 	 -138.2
absorbed in the year

Cash and cash equivalents 174,934 186,946  -12,012	  -6.4
at the end of the year

Net liquidity generated by operating activities amounted to 76.2 million euro in 2008 (134.4 
million euro in 2007) and is the product of: 
−	 liquidity of -2,142.7 million euro absorbed by financial assets (-3,547.1 million euro in 2007) 

of which -2,086.7 million euro for increased loans to customers (-4,347.8 million euro in 
2007); it is recalled that a total of 968.4 million euro in loans were sold during the year as part 
of the “Berica 7 Residential MBS” securitization.

−	 liquidity of 1,941.8 million euro generated by financial liabilities (3,254.2 million euro in 2007);
−	 liquidity of 277.1 million euro generated by operations (427.3 million euro in 2007).
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With reference to liquidity generated by financial liabilities, deposits from banks decreased 
by 202 million euro, while amounts due to customers increased by 1,160.5 million euro, debt 
securities in issue by 387.4 million euro and financial liabilities at fair value by 573.8 million euro.

Net liquidity generated by investing activities amounted to 85.1 million euro in 2008 (-470.9 
million euro in 2007).  In particular:
−	 liquidity generated by investing activities amounted to 216 million euro (79.4 million euro in 

2007), of which 194.3 million euro from the sale of the entire interest in Linea S.p.A.
−	 liquidity absorbed by investing activities amounted to -130.9 million euro (-550.3 million euro 

in 2007), of which -85.3 million euro relating to the purchase of a new property in Milan by 
the subsidiary Monforte S.r.l.  

Lastly, net liquidity absorbed by funding activities amounted to -173.2 million euro in 2008 
(+367.9 million euro generated in 2007), as follows:
−	 liquidity of 100.6 million euro absorbed to buy back equity instruments and treasury shares 

(+436.2 million euro generated in 2007 following the issue of new shares);
−	 liquidity of -72.6 million euro absorbed by paying dividends (-68.3 million euro in 2007).
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PRINCIPAL EQUITY INVESTMENTS

The Group continued to work in 2008 towards a more rational, effective management of its 
equity investments, including in relation to the Parent Bank’s co-ordinating role and its assistance 
to subsidiaries with their own equity investments and partnership agreements.

In completion of the information presented in the section on activities of strategic importance, 
the principal agreements, acquisitions and disposals relating to equity investments made in 2008 
will now be described.

Agreements

Strategically important agreements include the joint venture between Banca Popolare di 
Vicenza, Azimut and Cattolica Assicurazioni and the renegotiation of the agreement between 
the BPVi Group and the 21 Investimenti Group, already described in the section on activities 
of strategic importance.

In May 2008, Banca Popolare di Vicenza made an agreement with Banco di Sicilia S.p.A. 
(Unicredit Group) to buy a controlling 76.26% interest in IRFIS, a bank based in Palermo 
that specializes in medium/long-term lending to small and medium businesses. The remaining 
interest in IRFIS is held by the Region of Sicily (21.00%) and other smaller stockholders 
(2.74%). The Bank of Italy had not yet authorized the purchase of the controlling interest in 
IRFIS at 31 December 2008, having requested Banca Popolare di Vicenza to provide it with 
additional information.

Lastly, the controlling stockholders of Polis Fondi SGR S.p.A. (some of whom are major co-
operative banks) entered an agreement in October 2008 to sell a controlling interest in this 
company to Sopaf S.p.A., a property company listed on the Milan Stock Exchange. Under this 
agreement Banca Popolare di Vicenza would sell a 9.80% interest in this company; the sale is 
subject to the Bank of Italy’s authorization.

Corporate actions

Changes in holdings of equity investments during 2008 are described below.

The following changes took place in investments held by the Parent Bank Banca Popolare di 
Vicenza:

Compagnia Investimenti e Sviluppo S.p.A.
Banca Popolare di Vicenza subscribed to its share of a capital increase, from 60 million to 75 
million euro, by Compagnia Investimenti e Sviluppo S.p.A. in February 2008. By taking up its 
rights, the Bank subscribed to 625,000 new shares, thus increasing the value of its investment 
in this company by 1.25 million euro. The Bank’s equity interest of 4.167% in Compagnia 
Investimenti e Sviluppo S.p.A. was carried at a value of 6.25 million euro in the balance sheet at 
31 December 2008.

Equitalia S.p.A.
In the first half of 2008 the Bank was allocated 5 financial instruments with a nominal value 
of 250 thousand euro in exchange for its interest in S.F.E.T. S.p.A., the company previously 
responsible for tax collection in Friuli Venezia Giulia; this was the conclusion of an operation 
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that saw Banca Popolare di Vicenza, along with other shareholder banks, sell their interests in 
S.F.E.T. S.p.A. in September 2006 to Equitalia S.p.A. (a state-controlled company under whom 
all tax collecting activities have been centralized nationally, having been previously decentralized 
to regional collection agencies). These instruments, which earn interest for their holders, will be 
purchased by the public shareholders of Equitalia by the end of 2010.  

Veneto Sviluppo S.p.A.
The Bank subscribed its share of a capital increase in 2008, which was partly a bonus issue 
and partly a rights issue; as a result, it subscribed to 23,549 new shares for 235 thousand euro, 
increasing the carrying amount of the equity investment to 1.5 million euro at 31 December 2008.

Hopa S.p.A.
Under a settlement for the repayment of a customer loan, the Bank took over ownership of a 
package of shares in Hopa S.p.A. worth around 700 thousand euro, thereby increasing its 
existing interest in this company. The Bank held 1.202% of Hopa S.p.A. at 31 December 2008, 
with a book value of 3.3 million euro. 

Cattolica-BPVI Mediazione Creditizia S.p.A.
This company was set up in 2007 under the partnership agreement with Cattolica Assicurazioni 
for the placement of basic banking products through the latter’s agency network and is owned in 
equal shares by the two partners.  
Cattolica Assicurazioni and BPVi paid in a total of 800 thousand euro, split equally between 
the two, to this company in 2008 in order to strengthen its capital structure;  the sum paid in 
by the Bank has increased the book value of the equity investment to 550 thousand euro at 31 
December 2008.

Nuova Merchant S.p.A.
Following a recapitalization of Nuova Merchant, in which Banca Nuova S.p.A. did not participate 
(it used to hold 20% while the other 80% was held by Banca Popolare di Vicenza), Banca Popolare 
di Vicenza subscribed to all of the new capital stock for 120 thousand euro, thus becoming this 
company’s sole stockholder at 31 December 2008.  The extraordinary stockholders’ meeting of 
Nuova Merchant resolved on 10 March to transform it legal status from that of an “S.p.A.” (joint 
stock company) to an “S.r.l.” (limited liability company) with a consequent change of name to 
“NUOVA MERCHANT S.r.l.”. Capital stock, all of which owned by the sole stockholder Banca 
Popolare di Vicenza, was reduced and reinstated to the legal minimum of 10,000 euro for limited 
liability companies. The change of legal status is in preparation for the subsequent merger of 
Nuova Merchant into Nordest Merchant, the BPVi Group’s other merchant banking company, 
with the goal of rationalizing corporate structure as set out in the new Business Plan for 2008-2011. 
The merger will come into effect during the first half of 2009.

Servizi Bancari S.p.A.
In December 2008, the Bank sold its banking subsidiaries (Cariprato, Banca Nuova and 
Farbanca) an overall 3% interest in Servizi Bancari S.p.A., the group company that provides 
IT and back office services. The sale of this interest, which reduced the Parent Bank’s share 
from 100% to 97%, was a precursor to transforming the company from a joint stock company 
into a co-operative and took place at a value based on the company’s equity. Furthermore, in 
February 2009, with 60 days having passed since filing the resolution of transformation without 
any opposition from creditors, Servizi Bancari was transformed from a joint stock company 
into a co-operative; this transformation had been approved in an extraordinary stockholders’ 
meeting in December 2008 with the aim of optimizing the benefits of rationalizing back office 
processes for the banking group as a whole. Lastly, on 27 February 2009 Banca Popolare di 
Vicenza, Cariprato and Banca Nuova formalized the transfer of their respective back offices 
to Servizi Bancari, as envisaged in the Business Plan for 2008-2011; at the same time, Servizi 
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Bancari transferred its ICT activities to Banca Popolare di Vicenza.

In addition, on 19 December 2008 the extraordinary stockholders’ meetings of Banca Nuova 
S.p.A. and Cariprato S.p.A. voted to make bonus increases in capital of 12.9 and 50 million 
euro respectively (with the par value of outstanding shares increased from 3.0 euro to 4.3 euro 
in the case of Banca Nuova and from 51.65 euro to 76.65 euro in the case of Cariprato), by 
allocating almost all of the existing “revaluation reserves” to capital stock. This bonus increase 
in capital has a positive impact on the Tier 1 capital of these two banks, with these reserves now 
included in Tier 1 capital rather than in Tier 2 like before.

Lastly, the Parent Bank’s Board of Directors decided in December 2008 to transfer Banca 
Popolare di Vicenza’s interest in Cattolica Assicurazioni from the AFS portfolio to the “Equity 
investments” portfolio. This transfer is mainly the result of strengthening the strategic and 
business alliance between these two financial groups in 2008 such that there is now a “significant 
influence” between our Group and Cattolica Assicurazioni within the meaning of IAS 28.  For the 
purposes of ensuring a consistent accounting treatment between the separate and consolidated 
financial statements, the entire interest held by BPV Finance (International) Plc in Cattolica 
Assicurazioni comprising 458,000 shares was transferred to the Parent Bank on 22 December 
2008 involving a wholesale market transaction at a carrying amount of 21.5 million euro.

As regards the other banks in the BPVi Group, Cariprato subscribed to a capital increase 
by Lineapiù S.p.A., a company operating in the textiles and yarn sector, which required 
an investment of 126 thousand euro, and paid in the remaining 75%, corresponding to 
105 thousand euro, of a capital increase by Fidi Toscana S.p.A., a company operating in the 
collective underwriting of loans, for which the original 25% had been paid in 2007. Banca 
Nuova subscribed to its 30% share of a capital increase by Farmanuova S.p.A. involving an 
investment of 122 thousand euro (following on from a previous capital increase for 717 thousand 
euro in December 2007), raising the book value of this equity investment to 1.1 million euro at 
31 December 2008.

Sale of equity investments

Apart from the sale of the equity investment in Linea S.p.A., already described in the section 
on activities of strategic importance, in January 2008 BPVi sold its 14.44% interest in Santex 
Holding S.p.A. after the controlling stockholder exercised a call option. Under the terms of the 
option contact, the Bank received 739 thousand euro for the sale of its 520,000 shares in Santex 
Holding S.p.A., realizing a capital gain of almost 170 thousand euro.

Other equity investments classified as “available for sale” (AFS)

BPVi purchased 200 thousand shares in Aachener und Munchener Beteiligung A.G. (AMB), 
corresponding to a 0.37% interest, for 15.6 million euro. This German company, listed on the 
Frankfurt Stock Exchange, heads up the business of the Generali Group in Germany, and is in 
turn controlled by its Italian parent. 
Lastly, in December 2008 the Bank acquired a package of shares representing a 1.95% interest 
in Banca Profilo S.p.A., a company listed on the Milan Stock Exchange, for 1.3 million euro, 
and 0.20% of Autostrada Brescia – Verona – Vicenza – Padua S.p.A., manager of the motorway 
between Brescia and Padua, for 2.2 million euro.
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EQUITY AND REGULATORY CAPITAL

Consolidated equity pertaining to the Group amounted to 2,729.9 million euro at 31 December 
2008, reporting a decrease of 13.0 million euro (-0.5%) since 31 December 2007.

Group equity  31/12/2008 31/12/2007 Changes 
(in thousands of Euro)   (+/-)	 %
	    	
Capital stock 261,460 261,656  - 196 	 -0.1
Additional paid-in capital 1,960,355  1,963,297  - 2,942 	 -0.1
Equity instruments 13,104  13,630  - 526 	 -3.9
Valuation reserves  90,362  66,081  24,281 	 36.7
Reserves 392,812  324,487  68,325 	 21.1
Treasury shares - 96,981  -  - 96,981	 n.s.

Equity	   2,621,112  2,629,151  -8,039 	 -0.3

Net income for 108,739 113,731  - 4,992 	 -4.4
the year pertaining to the Group

Total equity  2,729,851  2,742,882  -13,031 	 -0.5

The decreases of 196 thousand euro in “capital stock” and of 2,942 thousand euro in 
“additional paid-in capital” reflect the combined effect of issuing new shares allotted to 
employees after achieving a specific length of service and of reimbursing shares to estates of 
deceased members and then cancelling them.

“Equity instruments” of 13.1 million euro at 31 December 2008 refer to the equity component 
embedded in the convertible bond known as “BPVI 13.a  Emissione 2007-2015”, placed by the 
Parent Bank in July 2007, and reported separately in accordance with IAS 32.  The decrease of 526 
thousand euro reflects bonds that were bought back but have not yet been resold.

Apart from the changes in fair value recognized in the year for financial instruments classified 
as “financial assets available for sale”, the increase of 24.3 million euro in the “valuation reserves” 
mainly reflects:   -52.4 million euro for the bonus increase in capital by Banca Nuova and Cassa di 
Risparmio di Prato in October, using 12.9 and 39.5 million euro respectively in revaluation reserves; 
+65.7 million euro for cancelling the negative valuation reserves relating to the interest in Cattolica 
Assicurazioni after reclassifying it to “equity investments” with effect from 31 October 2008. 

The “valuation reserves” also include the reserves arising from the valuation of land, buildings and 
works of art at deemed cost on the first-time adoption of IAS/IFRS, as well as the reserves relating to 
special revaluation laws.

The increase of 68.3 million euro in other “reserves” reflects  +41.1 million euro in allocations 
of prior year net income to the Group’s reserves, -23.2 million euro for the effects of the first-
time consolidation of the interest in Cattolica Assicurazioni at equity, +52.4 million euro for 
the effect, described above, of reducing the revaluation reserves of the subsidiaries Banca 
Nuova S.p.A. and Cassa di Risparmio di Prato S.p.A  involving a matching increase in other 
reserves forming part of consolidated equity4 and -2 million euro in other effects. These 

(4)	 Consolidated equity includes not only the Parent Company’s “valuation reserves” but also those of its subsidiaries, in 
proportion to its interest in such companies. Therefore, every change in the “valuation reserves” of subsidiaries has a 
corresponding opposite impact on the Group’s “Other reserves”. 
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reserves also include reserves formed from prior year earnings, as well as the positive and 
negative reserves arising on first-time adoption of IAS-IFRS not recognized in other equity 
accounts. These reserves also include the former “reserve for general banking risks” recorded 
pursuant to Decree 87/92 which, in accordance with IAS, has been reclassified to equity.

A total of 1,616,346 treasury shares were held at 31 December 2008 with a value of 97.0 million 
euro. These were the result of buy-backs in the year using the specific reserve for treasury shares 
previously set up. 

The amount of the Group’s capital is adequate and provides reliable coverage of business risks, 
while fully satisfying the minimum requirements established by the Supervisory Authorities. 

Consolidated regulatory capital is made up as follows:

  31/12/2008 31/12/2007 Changes 
(in milions of Euro)   (+/-)	 %
	    	
Tier 1 capital  1,559.1  1,529.6  29.5 	 1.9
Tier 2 capital  872.3  906.7  -34.4 	 -3.8
Deductions -18.9  -29.4  10.5 	 -35.7

Regulatory capital  2,412.5  2,406.9  5.6 	 0.2
Tier 3 capital  12.4  25.8  -13.4 	 -51.9

Regulatory capital including 2,424.9  2,432.7  -7.8 	 -0.3
Tier 3 capital

The consolidated prudential ratios are as follows:

Capital adeguacy ratios 31/12/2008 31/12/2007	 Changes 
   	 2008 /2007

Core Tier 1 capital ratio 7.34%  5.96%	 1.4 p.p.
Tier 1 capital ratio (Tier 1 capital/Risk-weighted assets)  7.34% 5.96%	 1.4 p.p.
Total capital ratio 11.42% 9.48% 	 1.9 p.p.
(Regulatory capital/ Risk-weighted assets)

Regulatory capital and risk assets were calculated at 31 December 2007 using the previously 
applicable rules of Basel I, while those at 31 December 2008 have been determined under the 
rules of Basel II.
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COMMENTS ON THE INCOME STATEMENT

Despite the most unprecedented financial crisis in recent history, the impact of which started to 
spill over into the real economy in the last part of the year, the Banca Popolare di Vicenza Group 
closed 2008 with 108.7 million euro in net income, only 4.4% below the prior year. The Group 
was able to face the effects of the crisis in a calm fashion thanks to the nature of the Group, 
comprising banks focused on their core business with deep roots in their home areas, and its 
time-honoured attention to a solid balance sheet. Consolidated net income primarily reflected 
the results of core retail banking activities, even if it included the increase in operating costs due 
to the rapid growth in size in recent years and the prudent policy of providing against risks and 
charges, especially necessary at times of great uncertainty. Income and expenses not relating to the 
core business, particularly the capital gain on the sale of the interest in Linea S.p.A., reported a net 
positive balance of 52 5 million euro and helped further strengthen the Group’s capital base. The 
good resistance of the Parent Bank’s results and the performance of the subsidiary Banca Nuova, 
which closed the year with 15.2 million euro in net income (+51.5% on 2007), have supported 
the Group’s results, despite the loss of 21.7 million euro reported by the subsidiary BPV Finance 
(which had 2.0 million in net income in 2007) and the modest contribution of 462 thousand euro 
from the subsidiary Cassa di Risparmio di Prato (12.2 million euro in 2007).

This result, combined with the establishment of adequate capital buffers against risks and further 
potential for growth thanks to our increase in size in recent years make us moderately optimistic 
about the future despite the significant uncertainties permeating the environment.

For the purposes of better appreciating the contribution of the various areas of the Group’s 
operations to consolidated net income, trends in the principal performance indicators during 2008 
are discussed below and compared with those in the prior year.

Changes in the scope of consolidation in 2007, particularly the method of consolidating the 
insurance companies Berica Vita and Vicenza Life, which were consolidated line-by-line up until 
31 August 2007 and thereafter at equity, as well as the impact of acquiring 61 branches from the 
UBI Group at the end of 2007, mean that there are some limits on the comparability of a number 
of lines in the income statement.

Net interest income

Captions  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

10.	 Interest income 
	 and similar revenues 1,533,552   1,256,160  277,392	 22.1
20.	 Interest expense
	 and similar charges (880,602) (666,324) (214,278)	 32.2

30.	 Net interest income  652,950   589,836   63,114 	 10.7

Net interest income of 652.9 million euro was 10.7% up on 2007, reflecting higher volumes as well as 
spread management policies, fostered by the favourable trend in market rates in 2008.

5	 Calculated by deducting the amount reported in line item 130 b) “Net impairment adjustments to financial assets avai-
lable for sale” (-33.2 million euro) from the sum of line items 240 “Income from equity investments” (86.4 million euro), 
250 “net gains (losses) arising on fair value adjustments to tangible and intangible fixed assets” (95 thousand euro), 260 
“Adjustments to goodwill” (-1.4 million euro) and 270 “Profits/losses from disposals of investments” (-0.2 million euro).
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Net interest and other banking income 

Captions  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

30. Net interest income  652,950   589,836   63,114 10.7

40. Fee and commission income  300,321   304,508  (4,187)  -1.4
50. Fee and commission expense (28,467) (39,092)  10,625 -27.2

60. Net fee and commission income  271,854 265,416 6,438 2.4
     
70. Dividend and similar income  29,114 38,824 (9,710)  -25.0
80. Net trading income  (13,226)  (16,329)  3,103  -19.0
90. Net hedging gains (losses) 461  –  461  n.s.
100. Gains (losses) on disposals/
 repurchases of:   13,548  6,264  7,284  116.3
 a) loans and advances  (50)  (1) (49) n.s.
 b) financial assets available for sale (931) 4,538 (5,469)  -120.5
 d) financial liabilities  14,529 1,727 12,802 741.3
110. Net change in financial
 assets and liabilities at fair value (2,324) (6,845) 4,521 -66.0

120. Net interest
 and other banking income  952,377  877,166  75,211  8.6

Net interest and other banking income came to 952.4 million euro in 2008, reporting an 
increase of 8.6% on the prior year. This is a particularly satisfying result in view of the difficult 
circumstances in which it was achieved.

Net fee and commission income was 2.4% higher than in 2007 at 271.9 million euro.   Even 
this result is gratifying given the growing loss of customer confidence in financial markets and 
the consequently sharp fall in the acceptance of orders and placement of asset management 
products.  The breakdown of fees and commission by type of business shows a steep contraction 
in those from placement of personal asset management products but an increase in those from 
the sale of other products, primarily insurance.

Dividend and similar income of 29.1 million euro was 25.0% lower than in the prior year which 
had benefited from a number of short-term investment transactions in equities close to their ex-
div dates.

Net trading income reported a loss of 13.2 million euro, compared with a loss of 16.3 million 
euro in the prior year.  Given the major turmoil affecting global financial and stock markets 
in 2008, even if this result is negative it should be seen in a positive light and reflects the 
particularly prudent, vigilant management of the Group’s trading activities.

Net hedging gains (losses) reported a net gain of 461 thousand euro, having been zero at 31 
December 2007. 

Losses on disposal of financial assets available for sale (caption 100 b) amounted to 931 
thousand euro, compared with gains of 4.5 million euro in the prior year, almost all of which 
refers to the sale of the sale of shares in Banca Popolare di Intra. 
Gains on repurchases of financial liabilities (caption 100 d) amounted to 14.5 million euro 
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(compared with 1.7 million euro in 2007) and mostly refer to the repurchase of part of the senior 
and mezzanine notes relating to the fifth and sixth securitizations organized by the Group, which 
are “reinstated” in the financial statements.

The net change in financial assets and liabilities at fair value was a negative 2.3 million euro 
compared with a negative 6.8 million euro in the prior year, with this year’s figure penalized by 
the negative change in fair value of junior notes relating to the first three of the securitizations 
organized by the Parent Bank.

Comparison of net interest and other banking income reported in 2008 with the prior year 
shows increased contributions from net interest income (68.6% versus 67.2%), from net gains 
on the disposal or repurchase of financial assets and liabilities, caption 100 (1.4% versus 0.7%) 
and from the net change in financial assets and liabilities at fair value (-0.2% versus -0.8%).  
Although net trading income made a generally stable contribution (-1.4% versus -1.9%), net fee 
and commission income made a smaller contribution (28.5% versus 30.3%) as did dividend and 
similar income (3.1% versus 4.4%). 

Net income from financial and insurance activities

Captions  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

120.	 Net interest 
and other banking income   952,377 877,166 75,211	 8.6

130.	 Net impairment
	 adjustments to: (186,319)  (146,291)  (40,028) 	 27.4
 a) loans and advances (152,115)  (135,843)  (16,272)  12.0
 b) financial assets
 available for sale (33,237)  (10,022)  (23,215)  231.6
 d) other financial transactions (967)  (426)  (541)  127.0

140.	  Net income
	 from financial activities  766,058  730,875  35,183 	 4.8

150. Net premium income  –  241,177  (241,177)  n.s.
160. Other insurance income (charges) –  (236,330)  236,330  n.s.

170.	 Net income from financial
	 and insurance activities  766,058  735,722  30,336 	 4.1

Net income from financial and insurance activities was 4.1% higher at 766.1 million euro, up 
from 735.7 million euro in the prior year.

Net impairment adjustments to loans and advances were 12.0% higher at 152.1 million euro, 
up from 135.8 million euro in the prior year, also reflecting increased coverage of impaired loans 
due to vigilant and prudent policies of credit risk evaluation.

Net impairment adjustments to financial assets available for sale amounted to 33.2 million 
euro, compared with 10.0 million euro in the prior year.  These adjustments include another 
writedown of 3.4 million euro against the investment in Hopa Spa, taking its carrying amount to 
0.25 euro per share. Net impairment adjustments also include 15.3 million euro in writedowns 
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against a structured loan provided under the sale agreement completed in the year relating to all 
the shares in Linea S.p.A.

Net impairment adjustments to other financial transactions amounted to 967 thousand euro 
(426 thousand euro in 2007) and refer to adjustments against guarantees and commitments to 
disburse funds.

Unlike in the prior year, the Group’s consolidated results do not contain any contribution from 
net income from insurance activities; this is because 50% of Berica Vita and Vicenza Life was 
sold under the partnership agreement with the Cattolica Assicurazioni Group made in the last 
quarter of 2007, meaning that these companies are now being consolidated at equity.

Operating costs 

Captions  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

180. Administrative costs: (672,697) (586,427) (86,270) 14.7
 a) payroll  (411,516)  (349,420)  (62,096)  17.8
 b) other administrative costs  (261,181)  (237,007)  (24,174)  10.2
190.  Net provisions for risks
 and charges   (22,464)  (41,092)  18,628  -45.3
200.  Net adjustments to property,
 plant and equipment (20,427)  (17,401)  (3,026)  17.4
210.  Net adjustments
 to intangible assets  (5,729)  (3,752)  (1,977)  52.7
220.  Other operating charges/income 42,453  60,074  (17,621)  -29.3

230. Operating costs (678,864)  (588,598)  (90,266)  15.3

Operating costs were 15.3% higher at 678.9 million euro, reflecting the natural effects of the 
Group’s recent growth in size.

Analysis of the different components of cost reveals that payroll increased by 17.8% on 2007 to 
411.5 million euro, mainly because of the cost of staff in the former UBI branches (not included 
at 31 December 2007), new recruits to staff newly opened branches  and the costs for accessing 
the Law 449/1997 solidarity fund during the year. Other administrative costs climbed by 10.2% 
to 261.2 million euro, reflecting the costs of the new branches acquired from the UBI Group 
and higher costs associated with internally-driven expansion.

Net provisions for risks and charges amounted to 22.5 million euro and were 45.3% lower 
than at 31 December 2007;  last year’s figure included major provisions against possible negative 
outcomes on certain types of financial products acquired from customers, which, given the state 
of financial markets, had suggested making suitable provisions against the related risks.

Net adjustments to property, plant and equipment increased by 17.4% from 17.4 million euro 
in 2007 to 20.4 million euro in 2008, while those to intangible assets increased by 52.7% from 
3.8 to 5.7 million euro;  the increase in net adjustments to intangible assets mostly reflects higher 
amortization (of 1.6 million euro) after allocating 24.1 million euro of the purchase price paid for 
acquiring the former UBI branches to “intangibles” (which reduced the amount provisionally 
booked to goodwill in the prior year and reflects the value of the acquired relationships), in 
compliance with the treatment envisaged by IFRS 3 “Business combinations”. 
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Other operating charges/income reported 42.5 million euro in net income, down 29.3% on 
60.1 million euro in 2007, partly due to costs of closing out early certain financial instruments 
subscribed by customers and costs of renegotiating securitized mortgage loans.

The cost/income ratio1 was 70.25% compared with 64.83% in 2007.

Profit (loss) from current operations before tax

Captions  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

240.  Profit (loss)
 from equity investments 86,445  46,911  39,534  84.3
250.  Net gains (losses) arising
 on fair value adjustments to
 property, plant and equipment
 and intangible assets  95 172  (77)  -44.8
260.  Adjustments to goodwill (1,386) (660) (726) 110.0
270.  Gains (losses)
 on disposal of investments (201) 645 (846)  -131.2

280. Profit (loss) from current
 operations before tax   172,147  194,192  (22,045)  -11.4

Profit (loss) from current operations before tax was 11.4% below the prior year at 172.1 million euro. 

Profits from equity investments amounted to 86.4 million euro, compared with 46.9 million 
euro in 2007, and reflect the capital gain of 91.6 million euro realized on the disposal of the 
entire interest in Linea S.p.A. to Compass S.p.A., less the losses for the year of certain associates 
consolidated at equity.  

Net gains (losses) arising on fair value adjustments to property, plant and equipment and 
intangible assets reported immaterial amounts.

Adjustments to goodwill amounted to 1.4 million euro, compared with 660 thousand euro in the 
prior year, and reflect the recognition of impairment losses on all the remaining goodwill arising 
on consolidation relating to the subsidiary Nuova Merchant.

Lastly, losses on disposal of investments amounted to 201 thousand euro compared with gains 
of 645 thousand euro in the prior year. 

1	 This indicator reports administrative costs (caption 180) plus net adjustments to property, plant and equipment and 
intangible assets (captions 200 and 210) as a proportion of net interest and other banking income (caption 120) plus 
other operating charges/income (caption 220).
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Net income for the year pertaining to the Parent Bank 

Captions  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

280. Profit (loss) from current
 operations before tax   172,147  194,192  (22,045)  -11.4

290.  Income taxes
 on current operations (61,092)  (76,652)  15,560 -20.3

300.  Profit (loss)
from current operations after tax 111,055  117,540  (6,485)  -5.5

320.  Net income for the year  111,055  117,540  (6,485)  -5.5

330.  Minority interests   (2,316)  (3,809)  1,493  -39.2

340. Net income (loss)
 for the year pertaining
 to the parent bank   108,739  113,731  (4,992)  -4.4

Income taxes amounted to 61.1 million euro (with a tax rate of 35.5%), compared with 76.7 
million euro in 2007 (with a tax rate of 39.5%).

Following the above charge for tax, profit (loss) from current operations after tax and net 
income for the year amounted to 111.1 million, down 5.5% on the prior year.

Net income pertaining to minority interests in subsidiary companies came to 2.3 million euro 
compared with 3.8 million euro in 2007, while net income for the year pertaining to the Parent 
Bank was 108.7 million euro, down  4.4% on the prior year.
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Reconciliation of equity and net income of the Parent Bank with the related 
consolidated amounts

The following table reconciles equity and net income reported in the Parent Bank’s individual 
financial statements for 2008 with the corresponding figures in the consolidated financial 
statements.

  31/12/2008  31/12/2007
	  Equity of which: net Equity	 of which: net
(in thousands of Euro)  profit for the year 	 profit for the year

Parent bank's financial statement  2,844,153 151,035 2,783,607 110,090

Year results pertaining
to the Group, as to:

- companies consolidated line-by-line -17,030  -17,030  33,214  33,214
- companies valued at shareholders’equity -948  -948  12,757  12,757

Differences compared
to carrying values, as to:

- companies consolidated line-by-line   -3,838  23,226  - 24,323  - 415
- companies valued at shareholders’equity -28,419  -19,305  7,729  - 776

Write-off of dividends
collected during the year from:

- companies consolidated line-by-line     -27,688   - 33,218
- companies valued at shareholders’equity  -2,943   - 8,608

Derecognition
of intercompany profit and loss  10,474  2,226  4,606  1,859

Derecognition of intercompany
capital gains from discontinuing
and contributing operations  -83,831  -66  - 83,765  82

Other consolidation adjustments 9,290  232  9,057  - 1,254

Consolidated financial statement  2,729,851 108,739 2,742,882 113,731

Consolidated equity pertaining to the Parent Bank of 2,729.9 million euro is 114.3 million euro 
lower than that reported in the Parent Bank’s individual financial statements. The changes in 
consolidated equity are detailed in a specific schedule forming part of the consolidated financial 
statements.

Consolidated net income for the year pertaining to the Parent Bank of 108.7 million euro is 
42.3 million euro lower than that reported in the Parent Bank’s individual financial statements; 
this difference mainly reflects the negative contribution by the subsidiaries BPV Finance (-21.7 
million euro after consolidation adjustments) and Nuova Merchant (-4.9 million euro after 
consolidation adjustments) which were affected by the difficulties on financial markets, and the 
smaller amount of the capital gain reported for consolidation purposes (-19.4 million euro) on 
the sale of all the shares in Linea S.p.A. during the year.
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Information relating to the ownership and sale of treasury shares

Information relating to treasury shares of the Parent Bank and of companies included in the 
consolidation is provided in the explanatory notes.

Audit of the consolidated financial statements

The Parent Bank has had its individual and consolidated financial statements audited by KPMG 
SpA, who were reappointed as the Group’s auditors for the three-year period 2008-2011 at 
the stockholders’ meeting held on 19 April 2008, with the approval of the Board of Statutory 
Auditors.
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PERFORMANCE OF BPVi GROUP COMPANIES

Highlights from the 2008 balance sheets and income statements of the Group’s companies are 
presented and discussed below.

The principal aggregates of each of the Group’s banking subsidiaries are presented below, 
thereby putting them into perspective within the Group as a whole and providing an overview 
of the scale of its banking activities.

Intercompany transactions and balances have not been eliminated from these figures. 

Items  BPVi  Banca Cariprato Farbanca	 Gruppo
(in thousands of Euro)  Nuova  	 BPVi 1

Loans to customers  16,018  2,856  3,394  319 	 22,705
Direct deposits  15,051  3,494  2,871  95 	 21,406
Indirect deposits  12,926  1,271  1,671  21 	 15,890
Equity   2,844  210  279  37 	 2,730
Net income for the year  151.0  15.2  0.5  2.7	  108.7
Number of outlets 2  455  128  97  1 	 681
Number of branches  436  106  94  1 	 637
Number of employees 3 3,508  899  990  29 	 5,645

Performance of the Parent Bank

Direct deposits

Direct deposits, excluding “liabilities for assets sold but not derecognized”, amounted to 14,271 
million euro at 31 December 2008, reporting an increase of 12.2% on the year before (+8.4% 
including “liabilities for assets sold but not derecognized”). 

Direct deposits 31/12/2008 31/12/2007 Changes 
(in millions of Euro)   (+/-)	 %

Current accounts and unrestricted deposits  5,946  5,344  602  11.3
Current accounts and restricted deposits  200  22  178  809.1
Repurchase agreements and other payables  575 604  -29  -4.8
Bonds   7,386  6,571  815  12.4
Certificates of deposit and other securities  164  180  -16  -8.9

sub-total 14,271  12,721  1,550 	 12.2
Liabilities for assets sold
but not derecognized  780  1,164  -384 	 -33.0

Total direct deposits  15,051  13,885  1,166 	 8.4
.

1	 The Group’s figures refer to the consolidated financial statements and not to the sum of the companies presented above.
2	 The number of outlets includes bank branches, money shops and private banking offices.
3	 As of 31 December 2008.
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The changes in the different types of direct deposit reflect strong growth in  “bonds” (+12.4%) 
and “current accounts and unrestricted deposits” (+11.3%), but a contraction in “repurchase 
agreements and other payables” (-4.8%).  This downward trend in repurchase agreements in 
favour of other types of funding is a positive sign in terms of liquidity, with the Bank closing 
such funding transactions with lending transactions generally in the same technical form.  
“Certificates of deposit and other securities” and “current accounts and restricted deposits” 
have settled for some time now at much reduced levels:   while the former posted a decrease over 
the twelve months of 8.9%, the later grew by 178 million euro in absolute terms (+809.1%). 

With reference to the Bank’s own bond issues, which account for 49% of all direct deposits,  the 
Bank made no new issues in the year under its European Medium Term Notes programme, after 
issuing more than 1,815 million euro in notes in 2007; consequently, the entire change for the 
year is attributable to ordinary placement activities with retail customers, with obvious benefits 
in terms of diversification of the sources and cost of funding.

“Liabilities for assets sold but not derecognized” were 33.0% lower than at 31 December 2007.  
These relate to the “Berica 5 Residential MBS” and “Berica 6 Residential MBS” securitizations 
arranged in 2004 and 2006 respectively, which, as discussed in the section on loans, have been  
“reinstated” in the balance sheet, as required by IAS 39.  In fact, they represent notes issued 
by vehicle companies that are backed by securitized home mortgages;  their decrease since 31 
December 2007 reflects partial repayment of such securities and the Bank’s repurchase of 208.9 
million euro in senior and mezzanine notes issued as part of the above securitizations which have 
consequently been derecognized.

With reference to the latest securitization known as “Berica 7 Residential MBS”, carried out in 
November 2008 and also “reinstated” in the balance sheet under IAS 39, since all the related 
asset backed securities (ABS) were subscribed by the originator banks (BPVi, Banca Nuova and 
Cariprato), no “liabilities for assets sold but not derecognized” have been recognized.
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Indirect deposits

Indirect deposits had a total market value of 12,926 million euro at 31 December 2008, reporting 
a decrease of 14.4% on a year earlier.

This aggregate has been seriously affected by the recent turmoil on financial markets and 
the decline in its value is almost entirely attributable to negative performance in the asset 
management sector, which although accounting for only 19% of all indirect deposits, 
posted an absolute decrease in value of 1,792 million euro over the year (-42.2%). Assets 
under administration, which represent 69% of the total aggregate, also reported a negative 
performance although not as large (-5.2%).    Pension premiums, accounting for 12% of total 
indirect deposits, increased by 7.2% over the year, reflecting the benefits of partnership with the 
Cattolica Assicurazioni Group.

Indirect deposits 31/12/2008 31/12/2007 Changes 
(in millions of Euro)   (+/-)	 %

Mutual funds   1,993  3,148  -1,155  -36.7
Personal asset management  457  1,094  -637  -58.2
Pension premiums 1,536  1,433 103 7.2
Shares   1,202  1,938  -736  -38.0
Other securities  4,029  3,773  256  6.8
Treasury shares  3,709  3,722 -13  -0.3

Total indirect deposits  12,926  15,108  -2,182 	 -14.4

assets under management 2,450  4,242  -1,792  -42.2
retirement savings 1,536  1,433  103  7.2
assets under administration 8,940  9,433  -493  -5.2

Looking at the various forms of indirect deposits, the sharp contraction in assets under 
management, which for some time has witnessed a reduction in volumes due to investor 
disaffection for this sector, reflects decreases in both “mutual funds” (-36.7%) and “personal 
asset management” (-58.2%).   With regard to assets under administration, “shares” were 38.0% 
lower mainly because of the steep drop in global share prices, while “other securities” were 
6.8% higher.  “Treasury shares” were generally stable. Lastly, “pension premiums” posted an 
annual increase of 7.2% to 1,536 million euro at 31 December 2008. 
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Loans to customers

The volume of loans to businesses and households in our home regions continued to grow in 
a satisfactory fashion in 2008, all of which was funded by the growth in direct deposits from 
customers.  

Loans to customers 31/12/2008 31/12/2007 Changes 
(in millions of Euro)   (+/-)	 %

Ordinary current accounts 3,265  3,194  71  2.2
Mortgage loans 5,910  5,364  546  10.2
Syndicated loans  1,541 1,468  73  5.0
Import/export loans  1,177  1,132  45  4.0
Other loans  2,160  2,332  -172  -7.4
Debt securities  48 18 30  166.7
Repurchase agreements  47  7  40  571.4
Net non-performing loans 1 193 207 -14  -6.8

sub-total 14,341  13.722  619 	 4.5
Assets sold but not derecognized  1,677  1.191  486 	 40.8

Total net loans  16,018  14,913  1,105 	 7.4
1	 This does not include non-performing loans related to “assets sold but not derecognized”.

Net of impairment adjustments, loans to customers increased by 7.4% on the prior year to 16,018 
million euro at 31 December 2008 (+4.5% excluding “assets sold but not derecognized”).

In terms of individual lending products, almost all the different technical forms grew despite 
the economic slowdown.  In particular, “mortgage loans” grew by 10.2%, “ordinary current 
accounts” by 2.2%, “syndicated loans” by 5.0% and “import-export loans” by 4.0%.  The 
increase in “debt securities” (+166.7%) is mainly due to the reclassification in the year of 
certain financial instruments previously classified as “financial assets available for sale”; this 
reclassification was permitted under the amendments to IAS 39 endorsed in Regulation EC 
1004/2008, as already discussed in an earlier section of this report.

“Repurchase agreements”, of relatively immaterial absolute amount, were 40 million euro higher  
(+571.4%), while “other loans” were 7.4% lower.
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“Mortgage loans” grew at a slower pace than in the past, reflecting a contraction in individual 
customer demand throughout the banking industry as a whole, and the new securitization 
carried out in November 2008, under which BPVi, Banca Nuova and Cariprato sold a total of 
968.4 million euro in performing residential mortgage loans (of which 682.4 million euro related 
to BPVi) to a special purpose entity called “Berica 7 Residential MBS Srl”. Like the “Berica 5 
Residential Mbs” and “Berica 6 Residential MBS” securitizations, this securitization does not 
meet the derecognition requirements of IAS;6 accordingly, the residual securitized assets have 
been “reinstated” in the financial statements at 31 December 2008 as “assets sold but not 
derecognized” (which have therefore increased by 486 million euro (+40.8%).

“Mortgage loans” nonetheless continued to represent around 37% of total loans (and over 47% 
including the securitized mortgages classified in “assets sold but not derecognized”).

Credit risk indicators have deteriorated throughout the banking industry in the wake of the 
financial market crisis in the second half of the year and the resulting deterioration in an already 
weak economy.  These events have had a negative impact on the quality of the Bank’s loan 
book, which has deteriorated somewhat at the end of 2008 relative to 31 December 2007. This 
deterioration, expressed in terms of the ratio between impaired loans and total loans, was less 
than for the banking industry as a whole.

Impaired loans to customers (net of adjustments and including any impaired loans classified as 
“assets sold but not derecognized”) were 62.5 million euro higher (+12.5%) at 31 December 
2008 than a year earlier; however, as a percentage of total net loans, impaired loans increased by 
just 0.16 percentage points, from 3.34% at 31 December 2007 to 3.50% at the end of 2008.  The 
ratio of net non-performing loans to net loans to customers was 1.38%, marking an improvement 
of 0.10 percentage points on the figure of 1.48% reported at the end of 2007.

6	 With regard to the other securitizations carried out before 1 January 2004, the securitized assets were not reinstated 
on the first-time adoption of IAS 39, as allowed by paragraph 27 of IFRS 1. 
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Looking at the composition of impaired loans, it is mainly the watchlist loans and positions past 
due by more than 180 days that have deteriorated most, increasing by 64.3 million euro (+34.5%) 
and 11.3 million euro (+19.0%) respectively;  non-performing loans have increased by 928 
thousand euro (+0.4%), while restructured loans have fallen by 14.0 million euro (-44.3%).

In terms of coverage, meaning the ratio between total provisions and gross exposure, the coverage 
of impaired loans has increased from 31.75% at 31 December 2007 to 34.52% at 31 December 
2008, mainly due to higher provisions against non-performing loans, whose coverage, ignoring 
partial write-offs, has risen from 42.45% at 31 December 2007 to 49.82% at the end of 20087.

Lastly, the “general provision” for “performing” loans amounted to 69.2 million euro at 31 December 
2008, providing coverage of 0.45%, down from 0.54% at 31 December 2007.  This reduction is mainly 
due to the smaller impact of discounting after the cuts in interest rates in the last part of the year.

Equity and regulatory capital

The equity of Banca Popolare di Vicenza amounted to 2,844.2 million euro at 31 December 2008, 
reporting an increase of 60.5 million euro (+2.2%) since 31 December 2007.

Equity  31/12/2008 31/12/2007 Changes 
(in thousands of Euro)   (+/-)	 %

Capital stock  261,460  261,656  - 196  -0.1
Additional paid-in capital 1,960,355  1,963,297  - 2,942  -0.1
Equity instruments 13,104  13,630  - 526  -3.9
Valuation reserves 38,049  - 43,225  81,274  -188.0
Reserves  517,131  478,159  38,972  8.2
Treasury shares  - 96,981  –  - 96,981 n.s.

Equity	   2,693,118  2,673,517  19,601	 0.7

Net income for the year  151,035 110,090 40,945	 37.2

Total equity  2,844,153  2,783,607  60,546 	 2.2

The decreases of 196 thousand euro in “capital stock” and of 2,942 thousand euro in “additional 
paid-in capital” reflect the combined effect of issuing new shares allotted to employees after 
achieving a specific length of service and of reimbursing shares to estates of deceased members, 
now cancelled.

“Equity instruments” of 13.1 million euro at 31 December 2008 refer to the equity component 
embedded in the convertible bond known as “BPVI 13.a  Emissione 2007-2015”, placed by the 
Parent Bank in July 2007, and reported separately in accordance with IAS 32.  The decrease of 
526 thousand euro reflects bonds that were bought back but have not yet been resold.

The increase of 81.3 million euro in the “valuation reserves” reflects the changes in fair value   
recognized in the year for financial instruments classified as “financial assets available for sale” as well 
as 60.7 million euro for cancelling the negative valuation reserves relating to the interest in Cattolica 
Assicurazioni after reclassifying it to “equity investments” with effect from 31 October 2008. 

7	 The coverage of non-performing loans, including write-offs for bankruptcy proceedings still in progress at 31 Decem-
ber 2008, was 66.63% at year end, while that of gross impaired loans would be 48.01%.
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The “valuation reserves” also include the reserves arising from the valuation of land, buildings and 
works of art at deemed cost on the first-time adoption of IAS/IFRS, together with the reserves 
relating to special revaluation laws.

The increase of 39.0 million euro in other “reserves” reflects 37.5 million euro in allocations of prior 
year net income to the Group’s reserves, and 1.5 million euro in other changes. These reserves also 
include reserves formed from prior year earnings, as well as the positive and negative reserves arising 
on first-time adoption of IAS-IFRS not recognized in other equity accounts. They also include the 
former “reserve for general banking risks” recorded pursuant to Decree 87/92 which, in accordance 
with IAS, has been reclassified to equity.

A total of 1,616,346 treasury shares were held at 31 December 2008 with a value of 97.0 million euro. These 
were the result of buy-backs in the year using the specific reserve for treasury shares previously set up.

Capital stock comprised 69,722,736 shares at 31 December 2008 compared with 69,775,066 at 
31 December 2007, reporting a net decrease of 52,330 reflecting the issue of 5,620 new shares to 
employees upon reaching a specific length of service and the cancellation of 57,950 shares. Excluding 
the 1,616,346 treasury shares held by the Bank, the number of outstanding shares at 31 December 
2008 was 68,106,390.

The shares of the Bank, which is one of the Relevant Issuers listed in CONSOB Resolutions 
11.768/98 and 11.862/99, are dematerialized and centralized with Monte Titoli, in accordance with 
the provisions of Decree 58/98 and Decree 213/98.

The following table reports the Bank’s purchases and sales of its shares in accordance with art. 18 of 
the articles of association. 

Treasury shares Number % on Equity 1	 Amount
  of shares 	(in thousands of Euro)

31/12/07 – –	 –
Purchases 5,211,730  7.47 	 312,704 
Sales 3,595,384  5.15 	 215,723
 
31/12/2008 1,616,346  2.32 	 96,981

Capital stock at 31 December 2008 was held by 53,329 Members; this was 849 more than at 31 
December 2007, reflecting the admission of 3,234 new Members in the year and the departure 
of 2,385 Members.

1	 % determined with reference to the number of shares outstanding at year end. 
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The amount of the Bank’s capital is adequate and provides reliable coverage of business risks, 
while satisfying the minimum requirements established by the Supervisory Authorities. 

The Bank’s regulatory capital is made up as follows:

(in millions of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

Tier 1 capital   2,061.8  1,963.9  97.9  5.0
Tier 2 capital 823.9  728.1  95.8  13.2
Deductions   -26.8  -26.8  0.0  0.0

Regulatory capital  2,858.9  2,665.2  193.7 	 7.3

The prudential ratios are as follows:

Capital adeguacy ratios 31/12/2008 31/12/2007	 var.
   	 2008 /2007

Core Tier 1 capital ratio  12.04% 9.69%	 2.4 p.p.
Tier 1 capital ratio
(Tier 1 capital/Risk-weighted assets) 12.04% 9.69%	 2.4 p.p.
Total capital ratio
(Regulatory capital/ Risk-weighted assets)  16.70% 13.15%	 3.6 p.p.

Regulatory capital and risk assets were calculated at 31 December 2007 using the previously 
applicable rules of Basel I, while those at 31 December 2008 have been determined under the 
rules of Basel II.

Comments on the income statement

Banca Popolare di Vicenza closed 2008 with 151.0 million euro in net income, 37.2% above the 
prior year.  This result is more than satisfactory in view of the context in which it was achieved, 
with the most unprecedented financial crisis in recent history starting to spill over into the real 
economy in the last part of the year.  The Bank was able to face the effects of the crisis in a calm 
fashion thanks to its focus on core business and its deep roots in its home areas, combined with 
time-honoured attention to a solid balance sheet.  Net income primarily reflected the results 
of core retail banking activities and careful management of the Bank’s own portfolios, even if 
it included the increase in operating costs due to the rapid growth in size in recent years and 
the prudent policy of providing against risks and charges, especially necessary at times of great 
uncertainty. Income and expenses not relating to the core business, particularly the capital gain 
on the sale of the interest in Linea S.p.A., reported a net positive balance of 728 million euro 
and helped further strengthen the Group’s capital base.  This result, combined with the good 
resistance of the core business, the establishment of adequate capital buffers against risks and 
further potential for growth thanks to our increase in size in recent years make us moderately 
optimistic about the future despite the significant uncertainties permeating the environment.

8	 Calculated by deducting the amount reported in line item 130 b) “Net impairment adjustments to financial assets 
available for sale” (-24.5 million euro) from the sum of line items 210 “Income from equity investments” (97.1 million 
euro) and 240 “Profits/losses from disposals of investments” (-0.2 million euro).
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For the purposes of better appreciating the contribution of the various areas of the Bank’s 
operations to net income, trends in the principal performance indicators during 2008 are 
discussed below and compared with those in the prior year. Al fine di meglio interpretare il 
contributo delle varie aree di attività alla formazione del risultato d’esercizio, si illustrano, nel 
prosieguo, le dinamiche delle principali grandezze economiche nel corso dell’esercizio 2008, 
comparate con quelle dello scorso anno. 

Net interest income

Caption  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

10. Interest income
 and similar revenues 1,110,538  877,720  232,818  26.5
20. Interest expense
 and similar charges (704,906)  (522,448)  (182,458)  34.9

30. Net interest income  405,632  355,272  50,360  14.2

Net interest income of 405.6 million euro was 14.2% up on 2007, reflecting higher volumes as 
well as spread management policies, fostered by the favourable trend in market rates in 2008.

Net interest and other banking income 

Captions  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

30.	 Net interest income  405,632  355,272  50,360 	 14.2

40.	 Fee and commission income  194,894  193,435  1,459 	 0.8
50.	 Fee and commission expense (17,325)  (18,446)  1,121 	 -6.1

60.	 Net fee and commission income  177,569  174,989  2,580 	 1.5

70. Dividend and similar income  55,340 68,299 (12,959) -19.0%
80. Net trading income  1,485  (18,437)  19,922 n.s.
90. Net hedging gains (losses)  273  – 273  n.s.
100. Gains (losses) on disposals/
 repurchases of:   17,670  5,122  12,548  245.0
 a) loans and advances (38)  (17)  (21)  123.5
 b) financial assets
 available for sale 3,961  4,055  (94)  -2.3
 d) financial liabilities 13,747  1,084  12,663  n.s.
110. Net change in financial
 assets and liabilities at fair value  (3,723) (2,566) (1,157) 45,1

120.	 Net interest and other
	 banking income   654,246  582,679  71,567 	 12.3
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Net interest and other banking income came to 654.2 million euro in 2008, reporting an increase 
of 12.3% on the prior year.  This is a particularly satisfying result in view of the difficult 
circumstances in which it was achieved.

Net fee and commission income was 1.5% higher than in 2007 at 177.6 million euro.   Even 
this result is gratifying given the growing loss of customer confidence in financial markets and 
the consequently sharp fall in the acceptance of orders and placement of asset management 
products.  The breakdown of fees and commission by type of business shows a steep contraction 
in those from placement of personal asset management products but an increase in those from 
the sale of other products, primarily insurance.

Dividend and similar income of 55.3 million euro was 19.0% lower than in the prior year which 
had benefited from a number of short-term investment transactions in equities close to their ex-
div dates.

Net trading income reported a profit of 1.5 million euro, compared with a loss of 18.4 million 
euro in the prior year.  Given the major turmoil affecting global financial and stock markets in 
2008, this result should be seen in a positive light and reflects the particularly prudent, vigilant 
management of the Bank’s trading activities.

Net hedging gains (losses) reported a net gain of 273 thousand euro, having been zero at 31 
December 2007.

Gains on disposal of financial assets available for sale (Caption 100 b) amounted to 4.0 million 
euro, staying generally in line with the prior year (-2.3%).

Gains on repurchases of financial liabilities (caption 100 d) amounted to 13.7 million euro 
(compared with 1.1 million euro in 2007) and mostly refer to the repurchase of part of the senior 
and mezzanine notes relating to the fifth and sixth securitizations organized by the Group, which 
are “reinstated” in the financial statements.

The net change in financial assets and liabilities at fair value was a negative 3.7 million euro, 
compared with a negative 2.6 million euro in the prior year, with this year’s figure penalized by 
the negative change in the fair value of junior notes relating to the first three of the securitizations 
organized by the Parent Bank.  

Comparison of net interest and other banking income reported in 2008 with the prior year 
shows increased contributions from net interest income (62.0% versus 61.0%), from net gains 
on the disposal or repurchase of financial assets and liabilities, caption 100 (2.7% versus 0.9%) 
and from net trading income (0.3% versus -3.2%).  Although the net change in financial assets 
and liabilities at fair value made a generally stable contribution (-0.6% versus -0.4%), net fee 
and commission income made a smaller contribution (27.1% versus 30.0%) as did dividend and 
similar income (8.5% versus 11.7%).  
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Net income from financial activities

Captions  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

120. 	 Net interest and other
	 banking income    654,246  582,679  71,567 	 12.3

130. Net impairment 
 adjustments to:  (126,710) (112,206) (14,504) 12.9
 a) loans and advances (101,313)  (102,790)  1,477  -1.4
 b) financial assets
 available for sale   (24,475)  (9,117)  (15,358)  168.5
 d) other financial transactions (922)  (299)  (623)  208.4

140. 	 Net income from 
	 financial activities   527,536  470,473  57,063 	 12.1

Net income from financial activities amounted to 527.5 million euro compared with 470.5 million 
euro in the prior year, posting an increase of 12.1%.

Net impairment adjustments to loans and advances were 1.4% lower at 101.3 million euro, down 
from 102.8 million euro in the prior year. 

Net impairment adjustments to financial assets available for sale amounted to 24.5 million euro, 
compared with 9.1 million euro in the prior year.   These adjustments include another writedown 
of 3.4 million euro against the investment in Hopa Spa, taking its carrying amount to 0.25 euro 
per share.  Net impairment adjustments also include 15.3 million euro in writedowns against 
a structured loan provided under the sale agreement completed in the year relating to all the 
shares in Linea S.p.A.

Net impairment adjustments to other financial transactions amounted to 922 thousand euro 
(299 thousand euro in 2007) and refer to adjustments against guarantees and commitments to 
disburse funds.

Operating costs 

Captions  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

150. Administrative costs:  (433,704)  (372,363)  (61,341)  16.5
 a) payroll (254,337)  (209,897)  (44,440)  21.2
 b) other administrative costs (179,367)  (162,466)  (16,901)  10.4
160.  Net provisions
 for risks and charges   (15,332)  (26,105)  10,773  -41.3
170.  Net adjustments to property,
 plant and equipment  (7,456)  (5,673)  (1,783)  31.4
180.  Net adjustments
 to intangible assets  (4,430)  (2,199)  (2,231)  101.5
190.  Other operating charges/income   26,831  42,339  (15,508)  -36.6

200. Operating costs (434,091)  (364,001)  (70,090)  19.3
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Operating costs were 19.3% higher at 434.1 million euro, reflecting the natural effects of the 
Bank’s recent growth in size.

Analysis of the different components of cost reveals that payroll increased by 21.2% on 2007 to 
254.3 million euro,  mainly because of the cost of staff in the former UBI branches (not included 
at 31 December 2007) and of new recruits to staff newly opened branches. Other administrative 
costs climbed by 10.4% to 179.4 million euro, reflecting the costs of the new branches acquired 
from the UBI Group and higher costs associated   with internally-driven expansion.

Net provisions for risks and charges amounted to 15.3 million euro and were 41.3% lower than 
at 31 December 2007;   last year’s figure included major provisions against possible negative 
outcomes on certain types of financial products acquired from customers, which, given the state 
of financial markets, had suggested making suitable provisions against the related risks.

Net adjustments to property, plant and equipment increased by 31.4% from 5.7 million euro 
in 2007 to 7.5 million euro in 2008, while those to intangible assets increased by 101.5% from 
2.2 to 4.4 million euro;  the increase in net adjustments to intangible assets mostly reflects higher 
amortization (of 1.6 million euro) after allocating 24.1 million euro of the purchase price paid for 
acquiring the former UBI branches to “intangibles” (which reduced the amount provisionally 
booked to goodwill in the prior year and reflects the value of the acquired relationships), in 
compliance with the treatment envisaged by IFRS 3 “Business combinations”.

Other operating charges/income reported 26.8 million euro in net income, down 36.6% on 
42.3 million euro in 2007, partly due to costs of closing out early certain financial instruments 
subscribed by customers and costs of renegotiating securitized mortgage loans.

The cost/income ratio1 was 65.42% compared with 60.84% in 2007.

Profit (loss) from current operations before tax

Captions  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

210.  Profit (loss)
 from equity investments  97,070 42,628 54,442 127.7
240. Gains (losses)
 on disposal of investments (178)  9  (187) n.s.

250. Profit (loss) from current
 operations before tax  190,337 149,109 41,228 27.6

Profit (loss) from current operations before tax was 27.6% above the prior year at 190.3 million euro.

Profit from equity investments amounted to 97.1 million euro, compared with 42.6 million euro 
in 2007, and reflects the capital gain of 110.0 million euro realized on the disposal of the entire 
interest in Linea S.p.A. to Compass S.p.A., less the impairment losses recognized against the 
value of certain subsidiaries.

1	  This indicator reports administrative costs (caption 150) plus net adjustments to property, plant and equipment and 
intangible assets (captions 170 and 180) as a proportion of net interest and other banking income (caption 120) plus 
other operating charges/income (caption 190).
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Lastly, losses on disposal of investments amounted to 178 thousand euro compared with gains 
of 9 thousand euro in the prior year.  

Net income for the year

Captions  (in thousands of Euro) 31/12/2008 31/12/2007 Changes 
	    (+/-)	 %

250. Profit (loss) from current
 operations before tax  190,337 149,109 41,228 27.6

260. Income taxes
 on current operations (39,302)  (39,019)  (283)  0.7

270. Profit (loss) from current
 operations after tax  151,035  110,090  40,945  37.2

290. Net income for the year   151,035  110,090  40,945  37.2

Income taxes amounted to 39.3 million euro (with a tax rate of 20.6%), compared with 39.0 
million euro in 2007 (with a tax rate of 26.2%).

Following the above charge for tax, profit (loss) from current operations after tax and net 
income for the year amounted to 151.0 million euro, up 37.2% on the prior year.

Performance of other group banks  

Banca Nuova S.p.A.

Balance sheet and income statement highlights 31/12/2008 31/12/2007 Change 
(in millions of euro)   (+/-)	 %

Balance sheet highlights
Direct deposits  3,494.5  2,887.1  607.4  21.0
Indirect deposits   1,271.4  1,333.5  -62.1  -4.7
Loans to customers  2,856.3  2,520.3  336.0  13.3
Total Assets  4,087.8  3,263.0  824.8  25.3
Risk-weighted assets (RWA)  2,214.0  2,371.8  -157.8  -6.7
Equity
(including net income for the year)  210.3  205.0  5.3  2.6
Regulatory capital  186.4  194.4  -8.0  -4.1

Income statement highlights
Net interest income  98.9  91.8  7.1 7.7
Net interest
and other banking income  144.4  136.9  7.5  5.5
Operating costs  -108.0  -103.4  -4.6 4.4

of which: payroll  -60.1 -55.1 -5  9.1
Net income for the year  15.2 10.0 5.2 52.0
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Other information 31/12/2008 31/12/2007 Change 
	    (+/-)	 %

Number of employees at year-end  899  850  49  5.8
Number of branches  106  106  0  0.0

Key performance indicators 31/12/2008 31/12/2007	 Change
   	 2008/2007

Structure ratios  (%)
Loans to customers / Total assets 69.9%  77.2%	  -7.3 p.p.
Direct deposits / Total assets   85.5%  88.5% 	 -3.0 p.p.
Loans to customers / Direct deposits  81.7% 87.3%	  -5.6 p.p.

Profitability and efficiency ratios(%)
Net income for the year /
Equity excluding net income for the year (ROE)  7.8% 5.1%	 2.7 p.p.
Net income for the year /
Total average assets (ROAA) (1)  0.4% 0.3%	 0.1 p.p.
Cost/Income  (2)  74.2% 72.1% 	 2.1 p.p.

Productivity ratios (3)

Direct deposits per employee (in millions of euro)  4.0 3.4 	 17.1%
Loans to customers per employee (in millions of euro)  3.3  3.0 	 9.7%
Net interest and other banking 
income per employee (in thousands of euro)  165.8 162.4	 2.1%

Risk ratios (%)
Net impaired loans/Net loans  3.70%  3.49%	  0.21 p.p.
Net non-performing loans/Net loans 1.67%  1.67%	  0.00 p.p.
Non-performing loans coverage (%)  57.38%  57.10%	  0.28 p.p.
Impaired loans coverage (%) 41.82%  42.31%	  -0.49 p.p.

Capital adequacy ratios (%)
Core Tier 1 6.44%  5.29%	 1.15 p.p.
Tier 1 (Tier 1 capital / Total weighted assets) 6.44%  5.29%	  1.15 p.p.
Total Capital Ratio
(Regulatory capital / Total weighted assets) 8.42%  8.20%	  0.22 p.p.
 
Banca Nuova, 99.59% owned by Banca Popolare di Vicenza (which carries it at a book value 
of 284.1 million euro), is a retail bank with deep roots in Sicily, where it has branches in every 
province, and which has gradually expanded into the regions of Calabria and Lazio in recent years.

Its commercial network had 128 outlets at 31 December 2008: 106 bank branches, 17 money 
shops and 5 private banking offices. 
It had 899 employees at this date, of whom 22 under fixed-term contracts, 7 under 
apprenticeship contracts and 24 part-timers, with a net increase of 49 since the end of the prior 

1	 Total average assets are determined as the simple average of total assets at the end of the current year and at the end 
of the previous year.

2	 This is the ratio of administrative costs (line item 150) plus net adjustments to property, plant and equipment and in-
tangible assets (line items 170 and 180) to net interest and other banking income (line item 120) plus other operating 
charges/income (line item 190).

3	  The productivity indicators are calculated with reference to the average number of employees.
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year.  The Financial Promoter network had 150 consultants at 31 December 2008, two fewer 
than a year earlier.

Banca Nuova managed to expand its banking business significantly in 2008:  the bank’s total 
deposits amounted to 4,765 million euro at 31 December 2008, 12.9% more than a year earlier, 
while net loans were 13.3% higher at 2,856 million euro.
Direct deposits increased by 607 million euro to 3,494 million euro (+21%).  Most of this increase 
was attributable to growth in “current accounts and unrestricted deposits” and “bonds”.  In fact, 
current accounts and unrestricted deposits grew by more than 563 million euro (+31.5%) since 31 
December 2007, while bonds increased by around 124 million euro (+19.7%).

Indirect deposits amounted to over 1,271 million euro, reporting a decrease of 63 million euro since 
the end of the prior year (-4.7%).  In particular, the largest decreases were in the mutual funds and 
shares sectors, only partly offset by growth in asset administration and in other securities.

Net loans increased by 336 million euro to 2,856 million euro (13.3%);  in detail, “current 
accounts” increased by over 111 million euro (+34.6%), “repurchase agreements” by more than 
31 million euro (considered exceptional following a transaction at year end), “mortgage loans” 
by 162 million euro (+11.2%), “import-export loans ” by more than 10 million euro (+46.1%) 
and “debt securities” by 10 million euro (+53.5%).    In contrast, “syndicated loans ” decreased 
by around 16 million euro (-28.1%) and “other loans” by 130 million euro (-31.3%), mostly 
attributable to a loan repaid by the subsidiary Prestinuova.

Assets sold but not derecognized increased by 151 million euro (+75.2%) following the new 
multi-originator securitization carried out in the year known as “Berica 7 Residential MBS”.
With reference to the indicators of credit risk, the ratio of net impaired loans to net loans 
(including those loans represented by “Assets sold but not derecognized”) went from 3.49% at 
31 December 2007 to 3.70% at 31 December 2008, while the ratio of net non-performing loans 
to net loans was stable at 1.67%.

In terms of the subsidiary’s income statement, it reported 15.2 million euro in net income for the 
year (+51.5% on 2007), particularly reflecting the improvement in net interest income which 
was 7.1 million euro higher at 98.9 million euro (+7.8%).  

Even though net fee and commission income was generally stable (+0.8%) largely because of 
downturn in the asset management business, net interest and other banking income was 7.5 
million euro higher at 144.4 million euro (+5.5%).  

Net income from financial activities improved by 5.8% to 133.6 million euro.

Operating costs rose by 4.5% to 108 million euro. 

Profit (loss) from current operations before tax came to 25.1 million euro, posting an absolute 
increase of around 3 million euro (+13.5%) on 2007.

Income taxes were 2.2 million euro lower than in the prior year at 9.9 million euro (-18.1%). 
The reduction reflects 1.9 million euro for franking the differences between asset book and tax 
values arising from off-book adjustments made up until 31 December 2007 (so-called franking 
of Form EC).  

Net income for the year came to 15.2 million euro, reporting an absolute increase of 5.2 million 
euro (+51.5%) on 2007.
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Cariprato S.p.A. 
 
Balance sheet and income statement highlights 31/12/2008 31/12/2007 Change 
(in millions of euro)   (+/-)	 %

Balance sheet highlights
Direct deposits 2,871 2,684 187 7.0
Indirect deposits  1,671  2,064  -393  -19.0
Loans to customers  3,394  3,193  201  6.3
Total Assets  3,897  3,811  86  2.3
Risk-weighted assets (RWA)  3,041  3.394  -353  -10.4
Equity
(including net income for the year)  279.1  288.8  -9.7  -3.4
Regulatory capital   267.0  268.1  -1.1  -0.4

Income statement highlights
Net interest income  122.1  109.4  12.7  11.6
Net interest
and other banking income   161.4  156.3  5.1  3.3
Operating costs  -117.4  -109.8  -7.6  6.9

of which: payroll   -73.2  -64.7  -9  13.1
Net income for the year  0.5 12.2  -11.7  -96.2

Other information 31/12/2008 31/12/2007 Change 
	    (+/-)	 %

Number of employees at year-end  990  980  10  1.0
Number of branches  94  92  2  2.2
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Key performance indicators 31/12/2008 31/12/2007	 Change
   	 2008/2007

Structure ratios (%)
Loans to customers / Total assets  87.1%  83.8%	  3.3 p.p.
Direct deposits / Total assets  73.7%  70.4%	  3.3 p.p.
Loans to customers / Direct deposits  118.2%  119.0%	  -0.8 p.p.

Profitability and efficiency ratios (%)
Net income for the year /
Equity excluding net income for the year (ROE)  0.2% 4.4% 	 -4.2 p.p.
Net income for the year /
Total average assets (ROAA) (1)  0.0%  0.3%	 -0.3 p.p.
Cost/Income  (2)  71.4% 66.7% 	 4.7 p.p.

Productivity ratios (3)

Direct deposits per employee (in millions of euro)   3.0  2.8 	 4.0%
Loans to customers per employee (in millions of euro)  3.5  3.4 	 3.3%
Net interest and other banking
income per employee (in thousands of euro)  165.9  165.2 	 0.4%

Risk ratios (%)
Net impaired loans/Net loans 4.96% 3.84%	 1.12 p.p.
Net non-performing loans/Net loans  2.16%  1.64%	  0.52 p.p.
Non-performing loans coverage (%) 39.82% 38.73%	 0.27 p.p.
Impaired loans coverage (%) 27.95%  27.68%	 1.09 p.p.

Capital adequacy ratios (%)
Core Tier 1  8.86% 6.47%	 2.4 p.p.
Tier 1 (Tier 1 capital / Total weighted assets) 8.86% 6.47%	 2.4 p.p.
Total Capital Ratio
(Regulatory capital / Total weighted assets) 8.78% 7.90%	 0.9 p.p.
 
Cariprato, 79% owned by Banca Popolare di Vicenza (which carries it at a book value of 404.8 
million euro), is a retail bank with its home in the Prato business district. It has expanded significantly 
in recent years (as many as 25 new branches were opened between 2006 and 2007), with the number 
of branches rising from 53 at the end of 2002, concentrated just in the provinces of Prato, Florence 
and Pistoia, to 94 at present, which are spread all over Tuscany. 

At 31 December 2008, the bank had 990 employees, of whom 89 with part-time contracts.

This was 10 more than a year earlier (+1%) and reflected 36 joiners and 26 leavers. The net 
increase of 10 since the end of 2007 involved strengthening both the commercial network and the 
management team.

The bank’s total deposits amounted to 4,542 million euro at 31 December 2008, 4.3% less than a year 
earlier.

1	 Total average assets are determined as the simple average of total assets at the end of the current year and at the end 
of the previous year.

2	 This is the ratio of administrative costs (line item 150) plus net adjustments to property, plant and equipment and in-
tangible assets (line items 170 and 180) to net interest and other banking income (line item 120) plus other operating 
charges/income (line item 190).

3	  The productivity indicators are calculated with reference to the average number of employees.
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Direct deposits from customers amounted to 2,871 million euro at 31 December 2008, up 7.0% 
on a year earlier, while indirect deposits were 19.0% lower at 1,671 million euro, with 28.8% of the 
decrease attributable to asset management and 9.9% to asset administration, reflecting not only the 
collapse in market values, particularly of shares and corporate bonds, but also the transfer of funds 
into the bank’s bonds, preferred by customers as a low-risk investment.

Loans to customers rose by 6.3% on 2007 to 3,394 million euro at the end of 2008.

With reference to the indicators of credit risk, the ratio of net impaired loans to net loans (including 
those loans represented by “Assets sold but not derecognized”) went from 3.8% at 31 December 
2007 to 5.0% at 31 December 2008, while the ratio of net non-performing loans to net loans climbed 
from 1.6% to 2.2%.

The coverage of impaired loans went from 27.7% at 31 December 2007 to 28.0% at 31 December 
2008, while that of non-performing loans rose from 38.7% to 39.8%.

In terms of the income statement, net interest income rose by 11.7% on 2007 to 122.1 million euro, 
while net interest and other banking income climbed by 3.3% to 161.4 million euro.

Net fee and commission income was 4.2% lower, entirely attributable to lower income from 
placement activities and operations in the asset administration and management sector.  Commission 
on commercial operations with customers were stable, while that on the disbursement of syndicated 
loans rose considerably.

The negative performance of the local economy caused an increase in impaired loans with a 
consequent increase in loan impairment adjustments, which rose from 21.8 million euro in 2007 to 
36.7 million euro in 2008 (+68.2%).

Payroll costs, excluding 4.7 million euro in charges for accessing the Solidarity Fund in 2008, climbed 
by 5.5%.  This partly reflects increases after fully staffing the branches opened in 2007. The growth 
of 6.5% in other administrative costs is largely a reflection of the bank’s territorial expansion.

Operating costs as a whole increased by 6.9%.

As a consequence of the above factors, profit from current operations before tax came to 7.2 million 
euro, compared with 24.4 million euro in 2007, while net income for the year was 96.2% lower at 
0.46 million euro, down from 12.2 million euro in 2007. 
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Farbanca S.p.A.

Balance sheet and income statement highlights 31/12/2008 31/12/2007 Change 
(in millions of euro)   (+/-)	 %

Balance sheet highlights
Direct deposits  95.5 65.0 30.5 46.9
Indirect deposits   21.2 25.7  -4.5  -17.5
Loans to customers  319.0 206.0 113.0 54.9
Total Assets 341.2 239.5  101.7  42.5
Risk-weighted assets (RWA)  287.5  226.2  61.3  27.1
Equity
(including net income for the year) 37.4  35.8  1.6  4.5
Regulatory capital    35.9  34.7  1.2  3.5

Income statement highlights
Net interest income  8.9  6.1  2.8  45.9
Net interest
and other banking income  9.7  6.7  3.0  44.8
Operating costs  -4.2  -4.0  -0.2  5.0

of which: payroll   -2.4  -1.8  -0.6  33.3
Net income for the year  2.7  1.6  1.1  68.8

Other information 31/12/2008 31/12/2007 Change 
	    (+/-)	 %

Number of employees at year-end   29  28  1  3.6
Number of branches  1  1  0  0.0
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Key performance indicators 31/12/2008 31/12/2007	 Change
   	 2008/2007

Structure ratios (%)
Loans to customers / Total assets 93.5% 86.0% 	 7.5 p.p.
Direct deposits / Total assets 28.0% 27.1% 	 0.9 p.p.
Loans to customers / Direct deposits 334.0%  316.9%	 17.1 p.p.

Profitability and efficiency ratios (%)
Net income for the year /
Equity excluding net income for the year (ROE) 7.8% 4.7%	 3.1 p.p.
Net income for the year /
Total average assets (ROAA) (1)  0.9%  0.7% 	 0.2 p.p.
Cost/Income (2)  44.3%  58.0%	 -13.7 p.p.

Productivity ratios(3)

Direct deposits per employee (in millions of euro)  3.3  2.3 	 41.9%
Loans to customers per employee (in millions of euro)  11.0  7.4 	 49.5%
Net interest and other banking
income per employee (in thousands of euro   334.5  239.3 	 39.8%

Risk ratios (%)
Net impaired loans/Net loans 1.41% 1.90%	 -0.49 p.p.
Net non-performing loans/Net loans 0.20% 0.28%	  -0.08 p.p.
Non-performing loans coverage (%)  76.61% 66.28%	 10.33 p.p.
Impaired loans coverage (%)  37.53%  28.06%	 9.47 p.p.

Capital adequacy ratios (%)
Core Tier 1  12.49%  15.34%	 -2.9 p.p.
Tier 1 (Tier 1 capital / Total weighted assets)   12.49%  15.34%	 -2.9 p.p.
Total Capital Ratio 
Total Capital Ratio (Regulatory capital /
Total weighted assets)  12.49%  15.34%	 -2.9 p.p.

Farbanca is an on-line bank specializing in the offer of banking services to pharmacies; the 
Parent Bank Banca Popolare di Vicenza owns a direct interest of 47.52%, carried at a book 
value of 22.9 million euro.

It had 29 employees at 31 December 2008;  its commercial structure at this date was unchanged, 
with three representative offices in Milan, Naples and Catania which follow customers in these 
areas, while the office in Bologna follows all other customers.  The bank has a team of financial 
promoter employees for door-to-door services, who have been trained in-house to acquire 
knowledge of this sector and the ability to serve the bank’s pharmacist customers.

Net of impairment adjustments, loans amounted to 319.0 million euro at 31 December 2008, 
54.9% more than at 31 December 2007;  direct deposits climbed by 47.0% to 95.5 million euro 
while indirect deposits fell by 17.6% to 21.2 million euro.

1	 Total average assets are determined as the simple average of total assets at the end of the current year and at the end 
of the previous year.

2	 This is the ratio of administrative costs (line item 150) plus net adjustments to property, plant and equipment and in-
tangible assets (line items 170 and 180) to net interest and other banking income (line item 120) plus other operating 
charges/income (line item 190).

3	  The productivity indicators are calculated with reference to the average number of employees.
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The income statement reports 9.7 million euro in net interest and other banking income, an 
increase of 43.8% on the prior year primarily thanks to a 45.1% growth in net interest income to 
8.9 million euro, reflecting significant growth both in average volumes and in market rates.
Net impairment adjustments to loans amounted to 1.1 million euro, compared with 141 thousand 
euro in writebacks in 2007.

Operating costs were 5.5% higher at 4.2 million euro, up from 4.0 million euro in 2007. The 
containment of costs combined with an increase in margins helped the cost/income ratio improve 
from 58.0% in 2007 to 44.3% in 2008.

Profit (loss) from current operations before tax was significantly higher, climbing from 2.8 million 
euro in 2007 to 4.3 million euro at 31 December 2008 (+52.0%).
Net income for the year soared 70.9% to 2.7 million euro from 1.5 million euro in 2007.  

 
Performance of other group companies

PrestiNuova S.p.A.
Banca Popolare di Vicenza has a direct interest of 6.33% in PrestiNuova and an indirect one of 
88.67% through Banca Nuova; this company has a total carrying amount 33.1 million euro. Its core 
business comprises “lending secured against one-fifth of salary/pension” and loans, particularly to 
public-sector employees, that are repaid through withholdings from salaries/pensions.

In fact, PrestiNuova was set up to rationalize and enhance the Group’s existing business in the 
consumer credit sector, especially after Banca Nuova made a three-year agreement in 2004 with 
INPDAP (Italy’s social security agency for public-sector employees) for the disbursement of 
loans to pensioners as well, with repayment automatically deducted at source.  This agreement 
was renewed during the second half of 2007. The temporary business group (comprising 
PrestiNuova, Banca Popolare di Vicenza, Banca Nuova and Cassa di Risparmio di Prato) is one 
of the leading banks and financial institutions partaking in the new agreement (which involves 
managing loans secured against/repaid from pensions and public-sector employee wages, and 
disbursing specific consumer loans and mortgages). This has placed PrestiNuova in a position of 
privilege as well as offering it important opportunities for development.

The company’s distribution network at 31 December 2008 comprised 25 offices within branches 
of group banks and 4 separate offices in the cities of Genoa, Naples, Padua and Vicenza. 
PrestiNuova had 65 employees at 31 December 2008.

At 31 December 2008 “Loans secured against one-fifth of salary”, representing all of the 
company’s lending, amounted to 368.5 million euro, net of impairment adjustments, compared 
with 313.4 million euro at 31 December 2007 (+17.6%).

In terms of its income statement, Prestinuova closed 2008 with 2.8 million euro in net income, 
1.7% more than the year before.

Net interest income was 16.4% higher than in 2007 at 10.3 million euro, accounting for 91.1% 
of net interest and other banking income.

Net fee and commission income of 1.0 million euro accounted for the remaining 8.9% of net 
interest and other banking income, most of which commission income passed back to the 
company from insurance companies in relation to life and job-loss insurance policies taken out 
by customers to secure the loans received.
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Net interest and other banking income was 13.4% up on the prior year at 11.4 million euro.
Net impairment adjustments to loans came to 1.2 million euro in 2008 compared with 201 
thousand euro in 2007.

Administrative costs were 24.6% higher at 5.8 million euro, of which 3.9 million euro related 
to payroll costs (+27.0%) and 1.9 million euro to other administrative costs (+20.0%).  The 
increase in administrative costs particularly reflects investment in strengthening the company’s 
structure and sales network.

Profit from current operations before tax came to 4.9 million euro, down 6.1% on 2007.

The cost/income ratio, serving as an overall indicator of operating performance, was 50.5% in 
2008 compared with 49.7% in the previous year.

After deducting 1.8 million euro in tax (corresponding to a tax rate of 39.6%), net income for 
the year came to 2.8 million euro, an increase of 1.7% on the prior year.

BPV Finance (International) Plc 
This Irish-registered company is 99.99% owned by Banca Popolare di Vicenza and operates out 
of Dublin’s International Financial Services Centre. The carrying amount of this investment is 
93.4 million euro.  BPV Finance specializes in proprietary trading, and carries out its business by 
investing in securities of Italian and international companies and by providing loans to foreign 
subsidiaries of the Group’s corporate customers in Italy.  More specifically, the company’s 
portfolio, which has a generally high rating, mostly consists of bonds issued by European and 
US banks and financial institutions, corporate securities, asset backed securities (ABS) (with 
European and US collateral), shares traded on the Italian Stock Exchange and commercial loans 
granted to foreign subsidiaries of Italian companies.

The year 2008 was a rather critical one for BPV Finance with the recent financial crisis having 
a major impact on its investment portfolio, which suffered severe losses in view of its typical 
investment activities, the types of securities in its portfolio and the evident instability of financial 
markets during the year.

The portfolio of banking securities was hard hit by this crisis, being the prime sector affected by 
defaults on US subprime loans. BPV Finance nonetheless managed to limit its losses by reducing 
exposure to positions considered most at risk and by exploiting the few market opportunities 
emerging during the year.

The corporate portfolio suffered less than the financial sector one, even if it now reflects 
expectations for lower profits in every segment of industry; BPV Finance’s exposure to the 
corporate segment is nonetheless very limited.

The subsidiary’s ABS portfolio suffered serious losses in 2008, mainly because of the impairment 
of certain positions relating to European residential mortgages and to the commercial sector. 
Despite the high credit rating of the bonds held, this portfolio is exposed to the market risks of 
this sector, even if the portfolio does not contain any “toxic” securities and its exposure to the 
United States is only marginal.

The subsidiary’s equity portfolio suffered from its exposure to the financial sector, with regard 
to financial instruments held both for trading and for investment purposes. This portfolio 
also suffered a major loss on a single position relating to a hedge fund associated with a recent 
financial fraud by a US businessman, that came to light in December 2008.
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As a result, the subsidiary closed 2008 with a loss of 37.2 million euro, with a negative 
contribution on the Group’s result of 21.7 million euro (after consolidation adjustments), and 
a reduction of 7.6 million euro in its equity for changes in the fair value of available-for-sale 
financial instruments. The company’s equity amounted to 41.2 million euro at 31 December 2008.

B.P.Vi Fondi SGR S.p.A.
This company is 50% controlled by Banca Popolare di Vicenza, which carries it at a value of 5.2 million 
euro. B.P.Vi Fondi acts as the asset manager for the entire Banca Popolare di Vicenza Group and 
supports the placement business by the provision of training and information to the sales network.

Verona Gestioni Sgr was merged into BPVi Fondi Sgr in November 2008, with the goals of creating 
a “product factory” devoted to the asset management sector at the service of the BPVi Group and 
Cattolica Assicurazioni and of achieving major synergies through this combination.

The company reported a considerable outflow of assets in 2008, like for the rest of the asset management 
industry nationwide, causing a contraction in the assets under management. This trend was particularly 
affected by customer disaffection for asset management products, especially by those customers with a 
low propensity for risk, who preferred liquid investments with known returns given the highly uncertain 
and volatile situation on financial markets. The contraction in volumes had a consequent impact on the 
company’s results, which closed 2008 with 914 thousand euro in net income.

Nordest Merchant S.p.A.
This company, 80% owned by Banca Popolare di Vicenza and reported in its financial 
statements at a carrying value of 3.3 million euro, is the Group’s merchant bank. Its main 
business is the provision of extraordinary finance to small and medium enterprises, particularly 
involving acquisition financing, corporate finance and mergers and acquisitions, also through 
its two wholly-owned managers of closed-end and speculative investment funds (NEM Sgr and 
NEM 2 Sgr). The company reported 828 thousand euro in net income for 2008.

NEM SGR S.p.A.
This wholly-owned subsidiary of Nordest Merchant S.p.A. carries out collective asset 
management activities by promoting, launching and managing closed-end mutual funds. The 
company reported 433 thousand euro in net income for 2008.

NEM 2 SGR S.p.A.
This company, formed in October 2006 as a wholly-owned subsidiary of Nordest Merchant 
S.p.A, carries out collective asset management by promoting, launching and managing 
speculative mutual funds and particularly mezzanine funds. NEM 2 SGR, in operation since 
May 2007, continued to manage the “NEM Mezzanine” fund throughout 2008 but terminated 
“NEM Mezzanine II”, a new speculative fund, in advance of its natural expiry.  The company 
reported 579 thousand euro in net income for 2008.

Nuova Merchant S.p.A.
This wholly-owned subsidiary of the Banca Popolare di Vicenza Group provides support and 
development services for business projects in Central and Southern Italy. Nuova Merchant 
closed 2008 with a loss of 3.5 million  euro. As a result of the subsidiary’s negative performance, 
the Parent Bank voted to cover its losses and reinstate its capital stock to the legal minimum after 
having resolved to transform its legal status from that of an “S.p.A.” (joint stock company) to an 
“S.r.l.” (limited liability company). In order to ensure continued business, it was also resolved that 
the company would  be absorbed by Nordest Merchant S.p.A., a BPVi Group company also active 
in the merchant banking sector. The merger will come into effect during the first half of 2009.
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Servizi Bancari S.p.A.
This wholly-owned subsidiary of Banca Popolare di Vicenza provides back office and IT services 
to the Group’s companies. The transformation of Servizi Bancari from a joint stock company into 
a co-operative came into effect in February 2009; this transformation had been approved in an 
extraordinary stockholders’ meeting in December 2008 with the aim of optimizing the benefits of 
rationalizing back office processes for the banking group as a whole. In addition, during the same 
month Banca Popolare di Vicenza, Cariprato and Banca Nuova formalized the transfer of their 
respective back offices to Servizi Bancari, as envisaged in the Business Plan for 2008-2011; at the 
same time, Servizi Bancari transferred its ICT activities to Banca Popolare di Vicenza.
The company reported 324 thousand euro in net income for 2008.

Immobiliare Stampa S.p.A.
This wholly-owned subsidiary of Banca Popolare di Vicenza, with a carrying value of 195.9 million euro, 
manages the real estate portfolio of Banca Popolare di Vicenza and provides it, along with Cariprato 
and Banca Nuova, with real estate services, as well as carrying out administrative activities relating to the 
management of group properties leased to third parties and of third-party properties leased by group 
companies. The company reported 2.8 million euro in net income for 2008.

Monforte 19 S.r.l.
This company, a wholly-owned subsidiary of Banca Popolare di Vicenza, is the owner of two 
prestigious buildings in Milan, let to third parties outside the banking group. This company’s 
carrying amount is 13.7 million euro. It closed 2008 with a loss of 1.7 million euro.

ATYPICAL AND/OR UNUSUAL TRANSACTIONS

Atypical and/or unusual transactions are defined as all significant transactions, as defined in the 
explanatory notes to the condensed consolidated, which due to the nature of the counterparties, 
the purpose of the transactions, the method of determining the transfer price or the timing of the 
event (proximity to the accounting reference date) may give rise to doubts about the correctness/
completeness of the information reported in the financial statements, about possible conflicts 
of interest, the safeguarding of company assets or the protection of minority stockholders.  As 
required by CONSOB Communication 6064293 dated 28 July 2006, it is reported that no 
atypical and/or unusual transactions were undertaken in 2008 such as to have a significant 
impact on the balance sheet, results of operations and financial position of the Banca Popolare 
di Vicenza Group.
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INVESTOR PROTECTION ACT: NEW FIGURE
OF THE “FINANCIAL REPORTING MANAGER”

The process of revising the rules and models of corporate governance already started for listed 
companies under Law 262 dated 28 December 2005 (“Provisions for the protection of investors 
and regulation of financial markets”, which amended the Consolidated Financial Markets Act 
(Decree 58/98), has been extended under Decree 195 dated 6 November 2007 to companies 
which issue financial instruments that are admitted to trading on regulated markets; the latter 
decree was in implementation of the Transparency Directive (Directive 2004/109/EC) on the 
harmonization of transparency requirements.

Like with the US experience of implementing the Sarbanes-Oxley Act, these laws address the 
problems of financial markets, and enhance and amend the rules on corporate governance, 
banking transparency, auditing, systems of administration and control, and the system of 
penalties and fines, with the aim of integrating and perfecting the tools for protecting investors 
and restoring confidence in the markets and their credibility.

These new laws have introduced the new figure of the “Financial reporting manager” (art. 154-
bis – Consolidated Financial Markets Act) and establish that the Board of Directors (or other 
delegated bodies) and the Financial Reporting Manager have specific responsibilities and duties 
in order to ensure the true and fair presentation of the balance sheet, income statement and 
financial position of the issuer and of the group of companies included in the consolidation.

Banca Popolare di Vicenza has issued bonds that are listed on the Luxembourg Stock Exchange 
as part of its European Medium Term Notes programme, choosing Italy as its member state of 
origin. As a result, it is now obliged under art. 154-bis of the Consolidated Financial Markets 
Act as amended by Decree 195/2007 which adopted the Transparency Directive, to establish the 
position of a Financial Reporting Manager. 

In view of these legal requirements, the Parent Bank’s Board of Directors:

−	 amended the Bank’s articles of association (art. 39) on 3 June 2008 to establish the position 
of “Financial Reporting Manager”, as well as the required experience that such person must 
have and the methods of their appointment;

−	 appointed Franco Tonato, the Deputy General Manager in charge of the Financial Reporting 
and Equity Investments Department, as Financial Reporting Manager on 17 June 2008, 
after verifying his integrity and experience and having obtained the consent of the Board of 
Statutory Auditors;

−	 delegated its functions on 28 August 2008 regarding the attestation under art. 154-bis of the 
Consolidated Financial Markets Act to Divo Gronchi, the Managing Director;

−	 approved on 23 September 2008 the Governance and Control Model for accounting and 
administrative processes (Organizational and methodological model of the Financial 
Reporting Manager).

In compliance with the mandate received from the Board of Directors, the Financial Reporting 
Manager had rapidly embarked on a project with the assistance of Deloitte Consulting, 
designed:
−	 to foster full compliance with the new law, with particular reference to the contents of art.154-

bis of the Consolidated Financial Markets Act;
−	 to adopt a method of governance and control that ensures the Financial Reporting Manager 

a constant and complete vision of the areas of business that are effectively relevant for the 
purposes of preparing the company’s financial reports.
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This project, which was started in July 2008, involved two modules:
−	 Module 1: Design of the Financial Reporting Manager Model;
−	 Module 2: Development and application of the Model to the processes of Credit, Finance and 

Consolidation, deemed to be particularly “sensitive” for financial reporting purposes.

Module 1 was completed on 23 September 2008 when the Board of Directors of Banca Popolare 
di Vicenza approved the Financial Reporting Manager Governance and Control Model and the 
related operational manual.

Module 2, which started in September 2008, has developed and applied the Model relating to:
−	 the process of Credit at Banca Popolare di Vicenza and its subsidiaries Cariprato and Banca Nuova;
−	 the process of Finance at Banca Popolare di Vicenza and BPV Finance;
−	 the process of the Group’s financial consolidation.

The review of the adequacy of the processes examined revealed that the Group is exposed to a 
generally “acceptable” level of accounting and administrative risk.

These results provide top management and the Financial Reporting Manager with reasonably 
certainty that the above processes which generate accounting data are adequately controlled 
and that the related controls are effectively applied, and allow the Financial Reporting Manager 
and Managing Director to make their attestation on the individual and consolidated financial 
statements for 2008.

SIGNIFICANT SUBSEQUENT EVENTS

With reference to the disclosure of significant events subsequent to year end, required by article 
2428 (5) of the Italian Civil Code, this information can be found in the explanatory notes in Part 
A “Accounting policies” - Section 3 “Subsequent events”.

OUTLOOK FOR OPERATIONS

The latest economic data and market surveys confirm that the Euro-zone and its principal trading 
partners are going through a prolonged period of major economic slowdown, made worse by a 
persistent and exceptionally high level of uncertainty. The latest forecasts for 2009 have revised 
down economic growth in the Euro-zone to around -2.5%, with only a slight recovery in 2010. 
Inflationary pressures are diminishing in the Euro-zone. Annual inflation could come down even 
more in coming months, mainly because of the underlying effects of past trends in energy prices, 
and by mid-year it could reach a very low level indeed. However, inflation is expected to start 
increasing again in the second half of the year because of the same underlying effects.

As for the Italian economy, the signs are that 2009 will also be a year of recession. GDP is 
expected to contract by around 2.5% relative to 2008, the same amount currently estimated for 
the Euro-zone as a whole. The additional contraction in economic activity in 2009 will be mostly 
determined by the strong adverse impact bequeathed by the downturn in the last part of 2008 to 
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the current year. Furthermore, the most recent economic indicators, especially in the first part of 
2009, reveal a situation dominated, with few exceptions, by negative signs. There are a few weak 
signs of improvement in consumer confidence, thanks to the rapid retreat in inflation, while the 
news relating to industrial activity continues to be very bad. In fact, business confidence is at 
an all-time low, affected by a fresh shrinkage in order books for both the domestic and export 
markets, while there is a continued increase in the number of businesses that are practising 
forms of credit rationing to others.

As for credit markets, the outlook is equally difficult and uncertain for the whole of 2009, due 
not only to the slower growth in volumes intermediated but also to the expected reduction 
in the spread between banking lending and borrowing rates. In fact, the business of financial 
intermediaries will probably continue to be severely affected throughout 2009 by the effects 
of the liquidity crisis exploding in 2008. This factor, combined with the deterioration in the 
macroeconomic environment will cause a further slowdown in the growth in bank lending. With 
continued lack of confidence on the interbank market, the need for banks to satisfy their funding 
requirements should carry on supporting the growing trend in direct funding from traditional 
channels, especially from bonds. The worsening economic scenario will cause an increase in 
problem loans (watchlist and non-performing) both in the household and corporate segments, 
with a consequent rise in risk indices. As regards the asset management sector, the liquidity needs 
of banking intermediaries and continued high demand for government debt securities by savers 
should penalize net inflows to funds and personal asset management, causing another contraction 
in volumes, which are expected to start rising only in 2010. The profitability and efficiency of the 
banking system is expected to worsen in 2009 relative to 2008, basically because of a contraction 
in net interest and other banking income and an increase in adjustments, only partly offset by 
greater focus on reducing operating costs. Income, in particular, could be affected by reduced 
volumes of lending and a reduction in the spread between bank lending and borrowing rates, as 
well as by another decrease in asset management revenue.

In this decidedly unfavourable context that is opening up for 2009, the BPVi Group is seeking 
to face the risks and operational difficulties with prudence, but also with reasonable optimism, 
in compliance with the values of a co-operative bank at the service of its territory. The level 
of capitalization achieved, considered adequate and reassuring, and the policy of reducing 
liquidity risks, implemented by developing “traditional” direct funding from customers and 
using and increasing the quantity of securities that can be refinanced with the ECB, should 
make it possible to provide constant support to companies and individuals, through a growth in 
lending, albeit selectively, by exploiting the competitive advantage typical of local banks, based 
on their extensive knowledge of local business, supported by the new methods and instruments 
for more effective credit risk management described in this report. The Parent Bank’s Board of 
Directors has approved a budget which forecasts loans to grow by more than 10%, dependent 
on the Group’s ability to finance this with direct customer deposits. A key contribution to the 
Group’s profitability should nonetheless come, as predicted in the Business Plan 2008-2011 and 
confirmed in the Budget for 2009, from enlargement of the customer base, full operation of the 
new branches, resulting from recent internal and external-led growth, and from full exploitation 
of the strategic partnerships in the sectors of insurance/pensions and asset management. There 
nonetheless continue to be high risks relating to the economy and strong uncertainties over the 
recovery in financial markets, which could cause a higher-than-expected level of adjustments 
and an insufficient contribution from trading activity, with a consequently negative impact on 
the Group’s earnings. In summary, as stated in the Budget for 2009, the BPVi Group considers 
that it is adequately “equipped” to face the risks and uncertainties of the current year and to 
continue effectively pursuing its corporate mission, with the achievement of another positive set 
of results in 2009.
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PROPOSED ALLOCATION OF NET INCOME

Stockholders,

We propose that you should approve the following allocation to equity reserves out of the net 
income for the year, which amounted to Euro 151,035,348.32:

Euro       10,000,000.00 = 	to the Legal reserve;
Euro       32,000,000.00 = 	to the Extraordinary reserve;
Euro       28,000,000.00 = 	to the reserve for the purchase of treasury shares.

Following these allocations, we propose that you allocate the residual amount of Euro 
81,035,348.32 as follows:

Residual income available for allocation 81,035,348.32

•	 To the Stockholders:
	 – € 1.15 or each of the 68,106,390 shares outstanding with 78,322,348.50
	    full enjoyment rights (on the basis described below) 
	
•	 To the Directors 1,437,158.47

•	 To social support, charities, culture and the public interest 1,275,841.35

Total	  81,035,348.32

The dividends declared will become payable with a value date of 30 April 2009.

In terms of how the dividend will be paid, we propose making the payment partly in cash 
(12.50%) and partly by allotment of the treasury shares held by the Bank (87.50%).  

The treasury shares held by the Bank would be allotted to each stockholder in proportion to the 
shares already held, as rounded down if the number of shares due is not a whole number. Any 
fractions of shares would be also be settled as a cash payment.

The above proposal is justified by the need to strengthen consolidated stockholders’ equity and 
improve the Group’s prudential coefficients. Considering that the shares to be allotted were 
purchased by the Bank at a price of 60 euro per share, this method of payment will not dilute 
the stockholders, which would be the situation in the event of a capitalization issue of shares.

.




