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1009 Results - Initial Reaction

Results Broadly In Line — UBI reported a net profit of €24m in 1Q09, broadly
in line with consensus (c€25m). Operating profit pre-provisions was 3% ahead
and bad debt a touch better. Bottom line negatively affected by devaluation on
AFS and high taxes. Capital shows slight deterioration.

Stronger NII, Weaker Commissions — NIl| is 3% ahead our estimates, showing
strong contraction (-11% QoQ and -6% YoY), mainly due to decreasing deposit
margin. Lending increased by 4% YoY (+1% QoQ), above industry data (c+3%
YoY), in line with company strategy. Fee income was again weak (-6% vs
estimates and -21% YoY) mainly due to asset management (-c€61m YoY out of
the €67m overall decrease). Trading back to positive (€18m).

Costs in Line — Operating costs are in line with expectations and -2.4% YoY.
Both staff costs (-4% YoY due to lower headcount) and depreciation (-14% YoY
as result of IT savings) are better than expected. Other admin costs (+5% YoY)
are negatively affected by the change in the regulation of the intragroup VAT
(which will also affect the following quarter) and integration of branches.

Asset Quality a Touch Better — Provisions are €160m, (or 66bp on loans vs
129bp in 4Q and 26bp in 1Q08) slightly better than our estimates (68bp). As
expected, asset quality indicators are deteriorating due to economic
deterioration: Net Sofferenze are 0.98% of loans (vs 0.88% 4Q), Net Incagli are
1.30% of loans (vs 1.20% 4Q) both up c10% QoQ. No data on total NPLs, yet.

AFS Devaluations Could Be Reversed in 2Q —UBI showed €74m of losses on
financial assets (€516m in 4Q) mostly due to Intesa and A2A. But given the
accounting treatment UBI has opted for — if in June the value of these equity
stakes return to the value showed in Dec 08, these could be recovered.

Capital Not Improving — No mention of Core tier 1, but tangible equity on total
asset decreases from 5.6% in 4Q08 to 5.5% in 1Q09, possibly due to the
acquisition of branches. The loan/deposit ratio is at 101% from 99% in 4Q
(105% in 1Q08), mostly due to the maturity of some bonds in issue, but further
funding is planned to be issued in 2009.

Warrant Details — The EGM also approved the already presented free warrant
programme: 639m warrants (20 warrants could convert to 1 UBI share in 2011,
at a €12.30 price) resulting in ¢32m new shares (c5% of sharecount).

Conference Call This Afternoon — Management will host a conference call on
Monday 11 May at 15:30 CET (dial in +39 02 805 88 11).

See Appendix A-1 for Analyst Certification and important disclosures.

Buy/High Risk 1H
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Company description

UBI was created on 1 April 2007 from the merger of BPU and Banca
Lombarda. BPU was formed from BP Bergamo (BPB) and BP Commercio
Industria (BPCI) in 2003. Banca Lombarda was a local bank in northern lItaly.
Both banks were strongly rooted in their local area. UBI is the fifth-largest
Italian banking group in terms of customer loans. UBI is the second largest
'Popolare' (cooperative) banking group in terms of branches in Italy. UBI is
active in all major sectors, from household and corporate lending to asset
management, life insurance and corporate advisory.

Investment strategy

We have a Buy/High Risk (1H) rating on UBI shares. UBI shares suit a
defensive investment strategy, in our view, and we continue to prefer it to its
peers. The main defensive characteristics of the UBI story are: solid business
progression, solid balance sheet, a strong capital position and low risk
integration generating synergies to offset macro environment deterioration. The
combination with Banca Lombarda should have a low integration risk and we
see more upside on cost synergies. Capital position is better than peers'.
Newsflow on potential JVs in consumer credit, corporate banking, and non-life
bancassurance could be additional positives for the stock, while
newsflow/speculation on potential rescue with popolari banks could be a
negative.

Valuation

We have a €13.50 target price for UBI shares. In valuing UBI, we focus on
market multiples. On P/ tangible book, our target is based on c1.4x in 2009E, a
premium to the sector, reflecting the defensive business mix and balance sheet
characteristics. We also cross-reference this valuation with a P/E-based
valuation; our target would indicate a premium to the European bank sector.

Risks

We have a High Risk rating on UBI shares. Any revenue slippage would impact
UBI's profits. Net Interest income is the major revenue generator, NIl margin
and profitability are at risk in the event of movement of the ECB rate and
movement in the credit market rates, or of more pricing pressure in Italy. The
group's funding structure is mainly retail and the loan to deposit ratio is above
the average in our universe, but the bank is planning to rebalance it during
2008. Any speculation/indication of a potential rescue merger with a popolare
peer could negatively impact the share price. If the impact on the company
from any of these factors proves to be more negative than we anticipate, the
stock will likely have difficulty achieving our financial and price targets. The
recent management change should not represent a key risk for the stock.
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Appendix A-1
Analyst Certification

Each research analyst(s) principally responsible for the preparation and content of all or any identified portion of this research report hereby certifies that, with
respect to each issuer or security or any identified portion of the report with respect to an issuer or security that the research analyst covers in this research
report, all of the views expressed in this research report accurately reflect their personal views about those issuer(s) or securities. Each research analyst(s) also
certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research
analyst in this research report.
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Citi Investment Research Ratings Distribution

Data current as of 31 Mar 2009 Buy Hold Sell
Citi Investment Research Global Fundamental Coverage 43% 37% 20%
% of companies in each rating category that are investment banking clients 47% 43% 36%

Guide to Fundamental Research Investment Ratings:

Citi Investment Research's stock recommendations include a risk rating and an investment rating.

Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S).

Investment ratings are a function of Citi Investment Research's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and
risk rating.

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are:Buy (1) (expected total return of 10% or more for Low-Risk
stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15%
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return).
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Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management.
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected
performance and risk.

Guide to Corporate Bond Research Credit Opinions and Investment Ratings: Citi Investment Research's corporate bond research issuer publications include a fundamental
credit opinion of Improving, Stable or Deteriorating and a complementary risk rating of Low (L), Medium (M), High (H) or Speculative (S) regarding the credit risk of the
company featured in the report. The fundamental credit opinion reflects the CIR analyst's opinion of the direction of credit fundamentals of the issuer without respect to
securities market vagaries. The fundamental credit opinion is not geared to, but should be viewed in the context of debt ratings issued by major public debt ratings
companies such as Moody's Investors Service, Standard and Poor's, and Fitch Ratings. CBR risk ratings are approximately equivalent to the following matrix: Low Risk
Triple A to Low Double A; Low to Medium Risk High Single A through High Triple B; Medium to High Risk Mid Triple B through High Double B; High to Speculative Risk Mid
Double B and Below. The risk rating element illustrates the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a company
is held to maturity, based upon both fundamental and market risk factors. Certain reports published by Citi Investment Research will also include investment ratings on
specific issues of companies under coverage which have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of Citi Investment
Research's expectations for total return, relative return (to publicly available Citigroup bond indices performance), and risk rating. These investment ratings are:
Buy/Overweight the bond is expected to outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market),
performances of which are updated monthly and can be viewed at http://sd.ny.ssmb.com/ using the "Indexes" tab; Hold/Neutral Weight the bond is expected to perform in
line with the relevant Citigroup bond market sector index; or Sell/Underweight the bond is expected to underperform the relevant sector of the Citigroup indexes.
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