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Sell, target price raised to Euro 9.6 
Ahead of Q1-09 results, we confirm our Sell recommendation on UBI Banca. We 
slightly revise our estimates for 2009, still embedding weak trends in net interest 
income (-6% YoY) and increasing provisions on loan losses (86bps). UBI continues 
to trade at a premium to its peers (2009E P/TE of 1.0x) and we do not think it to be 
fully justified, considering that the company's P&L should be resilient but not 
immune from the effects of the current financial crisis. 

Forecasts and ratios     

Year End Dec 31 2007A 2008A 2009E 2010E

P/E Adjusted (x) 13.4 10.8 29.2 13.3

DPS(EUR) 0.95 0.45 0.08 0.35

P/B Tangible (x) 1.6 1.0 1.0 1.0
Source: Deutsche Bank estimates, company data 

 
Deutsche Bank AG/London 

All prices are those current at the end of the previous trading session unless otherwise indicated. Prices are sourced from local 
exchanges via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank and subject companies. Deutsche 
Bank does and seeks to do business with companies covered in its research reports. Thus, investors should be aware that the firm 
may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single 
factor in making their investment decision. Independent, third-party research (IR) on certain companies covered by DBSI's research 
is available to customers of DBSI in the United States at no cost. Customers can access IR at 
http://gm.db.com/IndependentResearch or by calling 1-877-208-6300. DISCLOSURES AND ANALYST CERTIFICATIONS ARE 
LOCATED IN APPENDIX 1. 

Forecast Change 
 

Sell 
Price at 6 May 2009 (EUR) 11.24
Price Target (EUR) 9.60
52-week range (EUR) 17.60 - 6.15

 
Key changes 

Target Price 6.40 to 9.60  50.0%
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Stock & option liquidity data 

Price Target (EUR) 9.60
Market cap (EUR) 7,177
Shares outstanding (m) 639
Free float (%) 1
Option volume (und. shrs., 1M avg.) 178,211
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Q1-09 results release due on May 9 
UBI Banca’s Board of Directors is set to meet on Friday, May 8 (previously 
scheduled for May 13) in order to present Q1-09 results to its EGM on May 9. Q1-
09 results should be disclosed to the market early Saturday, May 9, and a 
conference call to comment on them is to take place on May 11 at 3:30PM (dial in 
+39 02 805 8811 – Italy, +44 203 1474796 – UK, +1 866 632 0328 – US). 

Q1-09 operating trends 
In Q1-09, we expect UBI Banca to report a net profit of Euro 18m. This result 
should be affected by Euro 69m in write-downs on Available for Sale (AFS) stakes 
(Intesa and A2A), the value of which has recovered since March 31 due to recent 
positive market performance. Net interest income should decline some 10% QoQ 
and 7% YoY due to worsening of the liability spread and the still partial offsetting 
effect of re-pricing on the lending side. Commissions and other income should be 
down 18% YoY (due to AUM outflows) and, in our view, down 5% QoQ (as the 
level of activities generating traditional banking fees likely declined in Q1-09). 
Provisions on loan losses should be more than 2.5x higher than in Q1-08, implying 
an annualized provisioning level of 71bps. The flow of bad loans (and their 
coverage) should be very similar to those seen in Q4-08. 

Valuation and risks 
We increase our target price to Euro 9.6 from Euro 6.4 due to the 1) rolling of 
estimates to 2011, 2) reduction of the cost of equity to 9.2% (from 9.7%), and 3) 
estimates revision. We calculate our target price with a Gordon Growth model. 
Like its peers, UBI Banca’s performance could be influenced by any unexpected 
downturn of the economic environment. Company-specific upside risks include 
the potential for over-performance compared to the sector due to the stock’s high 
defensiveness. For further details on valuation and risks, please see page 6. 
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Fiscal year end 31-Dec 2006 2007 2008 2009E 2010E 2011E

Data Per Share 
EPS (stated)(EUR) 1.94 1.47 0.11 0.11 0.69 0.94
EPS (DB) (EUR) 1.54 1.40 0.95 0.38 0.84 1.05
Growth Rate - EPS (DB) (%) -35.2 -8.9 -32.1 -59.6 119.3 25.0
DPS (EUR) 0.80 0.95 0.45 0.08 0.35 0.47
BVPS (stated) (EUR) 15.89 18.53 17.56 17.59 17.93 18.40
Tang. NAV p. sh. (EUR) 13.07 11.76 10.81 10.84 11.19 11.66
Market Capitalisation 13,295 12,011 6,571 7,177 7,177 7,177
Shares in issue 491 639 639 639 639 639

Valuation Ratios & Profitability Measures 
P/E (stated) 10.8 12.8 95.3 104.0 16.2 11.9
P/E (DB) 13.5 13.4 10.8 29.2 13.3 10.7
P/B (stated) 1.3 1.0 0.6 0.6 0.6 0.6
P/Tangible equity (DB) 1.6 1.6 1.0 1.0 1.0 1.0
ROE(stated)(%) 8.8 8.6 0.6 0.6 3.9 5.1
ROTE (tangible equity) (%) 9.2 11.3 8.4 3.5 7.7 9.2
ROIC (invested capital) (%) 7.0 8.1 5.3 2.2 4.7 5.7
Dividend yield(%) 3.9 4.7 3.0 0.7 3.1 4.2
Dividend cover(x) 2.4 1.5 0.2 1.4 2.0 2.0

Profit & Loss (EURm) 
Net interest revenue 2,599 2,881 3,074 2,893 3,030 3,176
Non interest income 1,780 1,820 1,237 1,330 1,424 1,472
Commissions 1,316 1,335 1,188 1,031 1,069 1,107
Trading Revenue 114 101 -249 45 45 46
Other revenue 349 383 298 255 309 319
Total revenue 4,379 4,701 4,310 4,223 4,454 4,648
Total Operating Costs 2,617 2,738 2,809 2,856 2,893 2,932
Employee Costs 1,530 1,592 1,632 1,639 1,660 1,680
Other costs 1,088 1,146 1,177 1,217 1,234 1,252
Pre-Provision profit/(loss) 1,774 2,001 1,536 1,412 1,606 1,761
Bad debt expense 248 374 553 858 605 557
Operating Profit 1,514 1,589 949 509 955 1,159
Pre-tax associates 0 0 0 0 0 0
Pre-tax profit 1,514 1,589 949 509 955 1,159
Tax 670 577 244 200 353 421
Other post tax items 107 -72 -636 -240 -159 -135
Stated net profit 951 940 69 69 443 602
Goodwill 0 81 88 86 84 62
Extraordinary & Other items -196 -127 450 90 11 9
Bad Debt Provisioning 0 0 0 0 0 0
Investment reval, cap gains / losses 0 0 0 0 0 0
DB adj. core earnings 755 894 607 245 538 673

Key Balance Sheet Items (EURm) & Capital Ratios 
Risk-weighted assets 90,086 97,912 89,892 91,316 95,617 100,142
Interest-earning assets 101,154 105,501 105,932 113,108 120,492 128,384
Customer Loans 83,063 92,729 96,368 99,893 105,655 111,773
Total Deposits 48,376 49,696 54,151 47,090 50,387 53,914
Stated Shareholder Equity 10,150 11,834 11,211 11,230 11,451 11,752
Equals: Tangible Equity 8,344 7,509 6,904 6,923 7,144 7,445
Tier 1 capital 5,884 7,289 6,945 6,880 7,102 7,403
Tier 1 ratio (%) 7 7 8 8 7 7
o/w core tier 1 capital ratio (%) 6.0 6.9 7.1 6.9 6.8 6.8

Credit Quality 
Gross NPLs/Total Loans(%) 2.31 2.88 3.74 3.62 4.23 3.98
Risk Provisions/NPLs(%) 47 50 33 45 48 50
Bad debt / Avg loans (%) 0.28 0.43 0.58 0.86 0.57 0.50
Bad debt/Pre-Provision Profit(%) 14.0 18.7 36.0 60.8 37.7 31.6

Growth Rates & Key Ratios 
Growth in revenues (%) -1 7 -8 -2 5 4
Growth in costs (%) 0 5 3 2 1 1
Growth in bad debts (%) -22 51 48 55 -29 -8
Growth in RWA (%) 73 9 -8 2 5 5
Net int. margin (%) 2.47 2.79 2.91 2.56 2.51 2.47
Cap.-market  rev. / Total revs (%) nm nm nm nm nm nm
Total loans / Total deposits (%) 172 187 178 212 210 207

ROTE Decomposition 
Revenue % ARWAs 4.86 4.80 4.79 4.66 4.77 4.75
Net interest revenue % ARWA 2.89 2.94 3.42 3.19 3.24 3.24
Non interest revenue % ARWA 1.98 1.86 1.38 1.47 1.52 1.50
Costs/income ratio (%) 59.5 57.4 64.4 66.6 63.9 62.1
Bad debts % ARWAs 0.27 0.38 0.61 0.95 0.65 0.57
Tax rate (%) 44.3 36.3 25.7 39.3 37.0 36.4
Adj. Attr. earnings % ARWA 0.84 0.91 0.68 0.27 0.58 0.69
Capital leverage (ARWA/Equity) 11.0 12.4 12.5 13.1 13.3 13.4
ROTE (Adj. earnings/Ave. equity) 9.2 11.3 8.4 3.5 7.7 9.2

Source: Company data, Deutsche Bank estimates 

Model updated:06 May 2009 

Running the numbers 
Europe 
Italy 
Banks 

UBI Banca 
Reuters: UBI.MI Bloomberg: UBI IM 

Sell 
Price (6 May 09) EUR 11.24 

Target price EUR 9.60 

52-week Range EUR 6.15 - 17.60 
Market Cap (m) EURm 7,177 
 USDm 9,581 

Company Profile 
UBI Banca is the second largest Italian Popolare Bank and
arose from the merger between BPU Banca and Banca
Lombarda (April 2007). It has some 1970 branches, mainly
based North West of Italy (Lombardy, Piedmont). At 2006
yearend, it had more than Euro 80bn customer loans, Euro
82m customer deposits and Euro 59bn assets under
management. 

 

 

 

 

 

 

 

 

 
Paola Sabbione 
+44 207 54-50791 paola.sabbione@db.com 
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Q1-09 results review 
Results due May 9 

UBI Banca’s Board of Directors is set to meet on Friday, May 8, 2009 (previously scheduled 
for May 13, 2009), in order to present Q1-09 results to its EGM (to be held on May 9, 2009).  

Q1-09 results should be disclosed to the market early Saturday, May 9, 2009. In Q1-09, UBI 
Banca should report a net profit of Euro 18m. 

Figure 1: UBI Banca: quarterly trends 
Consolidated data Q1-07 Q2-07 Q3-07 Q4-07 Q1-08 Q2-08 Q3-08 Q4-08 Q1-09E % QoQ % YoY

(Euro million) PF PF PF PF          

Net interest income 675 692 700 750 765 767 759 790 715 -10 -7

Dividends & associates 14 82 9 12 7 72 2 -13 1 -109 -84

Trading income 50 24 6 22 -27 38 -61 -193 11 -106 -141

Net commissions & other income 411 425 398 420 386 367 338 335 318 -5 -18

Total net income 1150 1223 1112 1205 1131 1244 1038 920 1045 14 -8

Total costs 659 685 646 709 659 703 634 696 666 -4 1

Gross operating result 491 538 467 495 472 541 404 223 379 70 -20

Total net provisions 75 59 75 202 69 108 114 306 185 -40 169

PPA 20 23 19 18 21 24 19 25 19 -24 -11

Net operating result 395 456 372 275 382 409 271 -108 175 -263 -54

Extraordinary items 0 -108 0 279 43 -3 -16 -538 -79 -85 -284

Pre-tax profit 395 348 372 554 425 406 256 -646 96 -115 -77

Taxes 182 212 177 83 174 80 131 -111 64 -158 -63

Minorities 20 19 25 54 31 26 24 17 14 -17 -55

Net Profit 193 117 170 416 219 300 101 -551 18 -103 -92
Source: Deutsche Bank Estimates, Company Data 

Net interest income 
Net interest income should decline some 10% QoQ and 7% YoY due to the worsening of the 
liability spread and the still partial offsetting effect of the re-pricing on the lending side. 
Furthermore, we expect limited expansion of the lending book during the quarter (1% in our 
estimates), not only due to a tightening of offers, but also due to a reduction in demand. 
Indeed, SMEs and corporate clients are demanding the short-term financing of circulating 
capital rather than loans for investment or organic growth. 

Trading income 
UBI Banca should record an income of Euro 12m, in our estimates, related to dividends and 
trading activities, thanks to a pick-up of financial markets in Q1-09. 

Commissions and other income 
Commissions and other income should be down 18% YoY, due to AUM outflows and, in our 
view, down 5% QoQ as a result of the likely decline in the level of activities generating 
traditional banking fees in Q1-09. 

Operating costs 
Operating costs should be down 4% QoQ, recovering from the Q4-08 seasonal pick-up; we 
expect YoY growth in operating costs to be limited to 1%.  
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Provisions on loan losses and risk and charges 
Provisions on loan losses should be more than 2.5x higher than in Q1-08, implying an 
annualized provisioning level of 71bps. The flow of bad loans (and their coverage) should be 
very similar to those seen in Q4-08. Provisions on risk and charges should reach Euro 11m. 

Extraordinary items 
UBI Banca should record some Euro 79m in negative one-off items in Q1-09: Euro 69m from 
the impairment of AFS assets (Intesa and A2A), which was recovered during their recent 
favorable market performance; and Euro 10m in integration costs. 

Figure 2: AFS impairment 
Euro Number of shares (# m) Carrying value per share Prices at 31/03/09 Loss (Euro m)

A2A 11.2 1.3 1.1 1

Intesa 145.0 2.5 2.1 67

LSE 1.6 5.3 5.1 0

Total  69
Source: Deutsche Bank Estimates, DataStream 
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Estimates revision 
Fine tuning on 2009E and 2010E 

We revise our estimates of UBI Banca’s adjusted net profit by 11% in 2009 and by 2% in 
2010E. 

Figure 3: UBI Banca: estimates revision 
Consolidated data 2008 2009E 2010E 2009E 2010E 2009E 2010E

(Euro million)   old old    new new

Net interest income 3,074 2,839 2,981 2 2 2,893 3,030

Dividends & associates 73 23 73 0 0 23 73

Trading income -249 45 45 0 0 45 45

Net commissions & other income 1,413 1,330 1,369 -4 -4 1,271 1,315

Total net income 4,310 4,236 4,468 0 0 4,232 4,464

Total costs 2,774 2,783 2,822 1 1 2,811 2,848

Gross operating result 1,536 1,454 1,646 -2 -2 1,421 1,615

Total net provisions 587 926 653 -2 0 903 650

PPA total effect 88 86 84    86 84

Net operating result 860 441 909 -2 -3 432 881

Extraordinary items -450 -21 -11    -90 -11

Pre-tax profit 411 420 898 -19 -3 342 870

Taxes 244 202 360 1 -1 203 356

Minorities 97 98 99 -36 -36 63 64

Net Profit 69 120 438 -38 3 75 450

Adjusted net profit 607 228 533 11 2 252 545
Source: Deutsche Bank Estimates; Company Data 

We also roll-over estimates to 2011. 

Figure 4: UBI Banca: main P&L trends 
Consolidated data 2006 2007 2008 2009E 2010E 2011E % 2006/ % 2007/ % 2008E/ % 2009E % 2010E % 2011E

(Euro m)         2005 2006 2007 2008E 2009E 2010E

Net interest income 2,599 2,881 3,074 2,893 3,030 3,176 6 11 7 -6 5 5

Dividends & associates 68 103 73 23 73 78 -76 52 -29 -68 215 7

Trading income 114 101 -249 45 45 46 -31 -11 -346 -118 1 1

Net commissions & other income 1,598 1,615 1,413 1,271 1,315 1,358 4 1 -13 -10 3 3

Total net income 4,379 4,701 4,310 4,232 4,464 4,658 -1 7 -8 -2 5 4

Total costs 2,605 2,700 2,774 2,811 2,848 2,886 2 4 3 1 1 1

Gross operating result 1,774 2,001 1,536 1,421 1,615 1,771 -5 13 -23 -7 14 10

Total net provisions 260 412 587 903 650 603 -29 58 42 54 -28 -7

PPA 0 81 88 86 84 62  10 -2 -27

Net operating result 1,514 1,508 860 432 881 1,107 1 0 -43 -50 104 26

Extraordinary items 196 127 -450 -90 -11 -9 86  -454 -80 -18

Pre-tax profit 1,710 1,635 411 342 870 1,098 6 -4 -75 -17 155 26

Taxes 670 577 244 203 356 425 11 -14 -58 -17 76 19

Minorities 89 118 97 63 64 65 0 33 -18 -35 1 1

Net Profit 951 940 69 75 450 609 3 -1 -93 9 498 35
Source: Deutsche Bank Estimates, Company data 
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Valuation 
Target price 

We increase our target price to Euro 9.6 (from Euro 6.4) and reiterate our Sell 
recommendation on the stock. 

Figure 5: UBI Banca – valuation 
  2009E 2010E 

Equity 11,451 11,752

Goodwill 4,338 4,338

Tangible equity 7,113 7,414

Average tangible equity  7,263

Adjusted net profit 538 673

Average ROTE (%)   9.3

Shares (#)   641

Average tangible equity per share   11.3

Risk-free rate   4.5

Beta   1.18

Market premium   4.0

Discount factor   9.2

g   3.5

Per share valuation (2010)   11.4

Target price   9.6
Source: Deutsche Bank Estimates 

We do not yet account for the dilution from the issue of warrants (639m, implying the 
potential creation of 32m new shares) and the Euro 640m (maximum) in convertible bonds. 

Risks 

As for generic risks, we believe that UBI Banca, like its peers, remains exposed to a potential 
downturn in the economic environment, which could affect our revenues and loan loss 
provisions assumptions. Moreover, the new and constant attention that a number of 
authorities (such as consumer associations, the Bank of Italy, antitrust authorities, and the 
European Union) are paying to the cost of banking services in Italy (in comparison to the 
lower European average) could be another reason for increasing competition and for margin 
pressure on the whole system. 

For UBI Banca, specific upside risks include a potential over-performance compared to the 
sector due to the stock’s high defensiveness. Another specific upside risk should be the 
execution of the merger between the former BPU and BL and, in particular, any under-
estimate of cost and revenue synergies arising from the integration of the two banks. 
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Appendix 1 
Important Disclosures 

Additional information available upon request 

Disclosure checklist 
Company Ticker Recent price* Disclosure 
UBI Banca UBI.MI 11.24 (EUR) 6 May 09 6,7,8,14 
 
*Prices are sourced from local exchanges via Reuters, Bloomberg and other vendors.  Data is sourced from Deutsche Bank and subject companies. 

 
Important Disclosures Required by U.S. Regulators 
Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States.  See 
“Important Disclosures Required by Non-US Regulators” and Explanatory Notes. 
6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company 

calculated under computational methods required by US law. 

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year. 

8. Deutsche Bank and/or its affiliate(s) expects to receive, or intends to seek, compensation for investment banking services 
from this company in the next three months. 

14. Deutsche Bank and/or its affiliate(s) has received non-investment banking related compensation from this company within 
the past year. 

 
Important Disclosures Required by Non-U.S. Regulators 
Please also refer to disclosures in the “Important Disclosures Required by US Regulators” and the Explanatory Notes. 
6. Deutsche Bank and/or its affiliate(s) owns one percent or more of any class of common equity securities of this company 

calculated under computational methods required by US law. 

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year. 

 
For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at http://gm.db.com/ger/disclosure/Disclosure.eqsr?ricCode=UBI.MI. 

 
Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the subject 
issuer and the securities of the issuer. In addition, the undersigned lead analyst(s) has not and will not receive any 
compensation for providing a specific recommendation or view in this report. Paola Sabbione 
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Historical recommendations and target price: UBI Banca (UBI.MI) 

 (as of 6/05/2009) 
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Previous Recommendations 

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated  
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated  
Suspended Rating 

*New Recommendation Structure 
as of September 9, 2002 

 

 1. 16/5/2006: Hold, Target Price Change EUR22.10 

2. 11/10/2006: Hold, Target Price Change EUR22.40 

3. 24/11/2006: Hold, Target Price Change EUR22.00 

4. 22/3/2007: Upgrade to Buy, Target Price Change EUR24.60 

5. 8/1/2008: Downgrade to Hold, Target Price Change EUR20.60 

6. 20/2/2008: Hold, Target Price Change EUR19.70 

 7. 13/6/2008: Hold, Target Price Change EUR19.10 

8. 1/8/2008: Hold, Target Price Change EUR15.70 

9. 31/10/2008: Hold, Target Price Change EUR13.70 

10. 13/11/2008: Hold, Target Price Change EUR12.60 

11. 13/1/2009: Downgrade to Sell, Target Price Change EUR9.00 

12. 6/3/2009: Sell, Target Price Change EUR6.40 
 

Equity rating key  Equity rating dispersion and banking relationships 

Buy: Based on a current 12- month view of total share-
holder return (TSR = percentage change in share price 
from current price to projected target price plus  pro-
jected dividend yield ) , we recommend that investors 
buy the stock. 
Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the 
stock 
Hold: We take a neutral view on the stock 12-months 
out and, based on this time horizon, do not recommend 
either a Buy or Sell. 
Notes: 
1. Newly issued research recommendations and target 
prices always supersede previously published research.
2. Ratings definitions prior to 27 January, 2007 were: 

Buy:  Expected total return (including dividends) of 
10% or more over a 12-month period 
Hold: Expected total return (including dividends) 
between -10% and 10% over a 12-month period 
Sell: Expected total return (including dividends) of -
10% or worse over a 12-month period 
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Regulatory Disclosures 

1. Important Additional Conflict Disclosures 

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing. 

 

2. Short-Term Trade Ideas 

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are consistent 
or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the SOLAR link at 
http://gm.db.com. 

 

3. Country-Specific Disclosures 

Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 
Corporations Act. 
EU countries: Disclosures relating to our obligations under MiFiD can be found at http://globalmarkets.db.com/riskdisclosures. 
Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc. Registration 
number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. 
Member of associations: JSDA, The Financial Futures Association of Japan. Commissions and risks involved in stock 
transactions - for stock transactions, we charge stock commissions and consumption tax by multiplying the transaction 
amount by the commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price 
fluctuations and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange 
fluctuations. 
New Zealand: This research is not intended for, and should not be given to, "members of the public" within the meaning of the 
New Zealand Securities Market Act 1988. 
Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any 
appraisal or evaluation activity requiring a license in the Russian Federation. 
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