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Why not Italy?
Why

not Italy? is a platform to attract talented human capital and people willing to invest in Italy.

not Italy? is a Think Tank that, as an independent and self managing initiative, aspire to
promote, demonstrate and illustrate the best side of the Italian system as a whole at
international level.

Why

The

aim starts from a relevant group of top class University Professors, Business Advisors,
Private Equity General Partners and Institutional Bodies Representatives with a successful
international high-level track record, willing to highlight to the international community the
positive figures of the Italian entrepreneurial system – in several cases completely
unknown.

Why

not Italy? set out from a clear financial view of the issue of Italian competitiveness but,
defending the role of Italy as a target for the inflow of capital by leveraging the credibility and
know-how of its members as weighty “testimonials” and international capital markets business
operators, Why not Italy? assumes the positive role of a civil service to the Country and to
the International Investors Community. The group is based on simple and effective rules
which include adhesion to the group restricted to key-players admitted only via unanimous
approval without chances to delegate the participation.

2

Why not Italy?


The members of the Why Not Italy? Group are:



Stefano Caselli (Vice Rector for International Affairs at Bocconi University;Full Professor of Banking and Finance at
Department of Finance of Bocconi University;



Guido Corbetta (Professor of Corporate Strategy, Università Bocconi),



Mario De Benedetti (CEO and Founding Partner of Hirsh Group),



Edoardo Lanzavecchia (CEO and Founding Partner of Alpha),



Raffaele Legnani (Managing Director, H.I.G. European Capital Partners),



Andrea Montanino (Director, Global Business and Economics Program, Atlantic Counci),



Eugenio Morpurgo (CEO, Fineurop),



Luca Peyrano (Head of Continental Europe, Primary Markets, Borsa Italiana - London Stock Exchange Group),



Dante Roscini (L.E. Simmons Professor of Business, Government and the International Economy at the Harvard Business
School)



Fabio Sattin (Chairman and Founding Partner of Private Equity Partners),



Claudio Sposito (Chairman and Founding Partner of Clessidra),



Nino Tronchetti Provera (CEO e Founding Partner of Ambienta).



Chairman: Fabio L. Sattin.
Chairman of the Scientific Commettee: Prof. Stefano Caselli
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The third largest economy in Europe after Germany and
France
Wealthy families committed to sustain the real economy
A solid banking system
A country of excellence in different niches
An unexploited value from its cultural and environmental
heritage
Development of Southern Italy, a logistic platform for future
developments
A developed private equity system
A developed Stock Exchange
Attracting and appealing people from all the world: where
there is need to invest?

1.

The third largest economy in Europe after Germany and
France

GDP and firms in Italy







Source: Eurostat
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Italy is the third largest economy in the European
Union
Basically, Italy is an export country even though
import is important because of the lack of oil, gas,
and raw materials
The Italian Government is developing a policy
based on fiscal consolidation, growth and social
fairness
Apart from high public debt, in Italy there are no
major macroeconomic imbalances: no major
bubbles in the housing market, low household
debt, fundamentally sound banking system, no
major external imbalances

Source: Eurostat

GDP and firms in Italy

Source: Eurostat




Source: Eurostat

Italy counts the largest number of companies among European countries
Even though MSMEs are very important in all European countries, Italy has based is development on micro
companies: in fact, in every sector the large majority of companies has less than 10 employees
More over, many Italian companies are:
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Personally owned limited and unlimited liability partnerships. Included are also other level forms such as cooperatives, associations, etc.
Private or publicly quoted joint stock companies with limited liability for those owning shares

GDP and firms in Italy
According to the World Bank data, Italy has always been among the ten most
important developed countries in the world
The ranking is the same for both boom and crisis periods: it means that the Italian
economy is strongly connected to the rest of the world






It must be underlined that Italy can’t exploit any country advantage like raw materials, low
labor costs, energy, oil, etc.

Source: World Bank
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GDP among Italian Regions
GDP among italian
Regions
Lombardia
Lazio
Veneto
Emilia-Romagna
Piemonte
Toscana
Campania
Sicilia
Puglia
Liguria
Marche
Friuli-Venezia Giulia
Trentino Alto Adige
Calabria
Sardegna
Abruzzo
Umbria
Basilicata
Molise
Valle d'Aosta
Total

Source: Istat

9

2010

2011

2012

328.473,73
334.463,67
331.405,09
168.318,82
170.985,11
169.483,00
144.322,71
148.440,99
146.605,09
137.667,17
142.408,22
140.913,76
123.864,73
126.606,40
124.926,29
104.025,73
106.234,54
105.895,25
95.967,81
96.026,12
95.487,96
85.090,96
84.993,70
84.888,37
70.242,26
71.210,66
70.313,66
43.557,66
44.467,83
44.064,49
40.504,28
40.952,34
40.191,61
35.644,26
36.293,89
35.995,94
34.313,07
35.153,01
35.404,95
33.329,03
33.414,46
33.281,74
32.766,05
33.129,86
33.025,14
28.999,22
30.090,46
30.048,12
21.402,84
21.569,89
21.222,06
10.370,68
10.627,79
10.516,05
6.400,31
6.370,24
6.384,89
4.423,69
4.490,40
4.442,50
1.549.685,01 1.577.929,58 1.564.495,97



Wealth and number of companies are not equally
distributed across the country. On average,
Northern Regions are richer and more
developed






In particular, these Regions produce more than
the half of the whole Italian Added Value

Basically, the Italian economy is based on services.
Anyway, the manufacturing sector is particularly
developed in the North of the country
Italian Regions are very different not only with
reference to economic results, but also with
regards the ability to export or to create
innovation

The Italian Government finance


The Government finance situation is not as
bad as it sounds, even though Italy has never
been a low debt country. In fact, gross
Government debt (and expenses for
interests) is high



At the same time, data on primary balance
(and net borrowing) is much better than
the ones of the other important European
countries

Source: OECD
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Source: Eurostat

The Italian Government finance


The Italian Government,
rather than to adopt
countercyclical policies, in
recent years has preferred
to strengthen the budgetary
austerity. For this reason,
Italy’s fiscal stance is strong



In particular, one of the
main objectives of the
economic policy since 2009
has been the reduction of
the amount of the whole
Government debt
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The reduction is expected
also in 2015

Source: The Economist – The Global Debt Clock

The Italian Government finance


The EU Sustainability Ranking (by
Stiffung Marktwirtschaft) shows that
Italy has the strongest position in the
European region if the Government
finance analysis took into
consideration not only the existing
debt, but also the implied debt for the
future and the demographic trend







The implied debt considers the
Government spending related to
pensions, welfare, assistance to people

This evidence demonstrates that the
level of explicit public debt does not
predict the level of implicit public debt
Debt of Italian families and companies
is not as high as the Government’s one
Also the financial position with the
Rest of World is not as bad as it
sounds

Source: Stiftung Marktwirtschaft
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The Italian Government finance

Source: Fiscal Sustainibility Report 2012
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The Italian Government finance


The Italian Government started a
survey to calculate a market value
for all its assets, but results aren’t
available yet because of a number of
difficulties to identify the actual role
of central and local public entities in
such deals




The new deadline is scheduled for
July 2015

The available data (referring to a
previous survey), basically, show that
State liabilities exceed assets, but
the difference is far less than the
value of Government debt
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In a theoretical point of view, the loss
given default for funders of Italy
would be very low (about 3% of the
exposure)

Source: Ministry of Economy and Finance

The Italian Government finance


The Italian Central Government still owns significant holdings, or the entire
ownership, in many big companies. The figure shows the direct participations owned
by the Ministry of Economy and Finance

Source: Ministry of Economy and Finance
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The Italian financial situation



Italy is not a risky country in
a financial point of view
The overall leverage is
moderate and lower than
the one of other European
countries




The Italian situation is
characterized by the high
ratio of Government debt to
GDP

In Italy, the need for
develeraging is not
compelling, and the drag on
economic growth is likely to
be modest
Source: McKinsey Global Institute
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The Italian financial situation

Source: World Bank




The Italian external debt is much lower
than the one of other developed countries
The Italian level of aggregate debt is aligned
to the French one and, by the way, it is far
from the one of Ireland, Portugal or
Greece
Source: Eurostat
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The Italian financial situation


According to the data of
World Gold Council, Italy
has about 2.500 tonnes
of gold reserves and it
has always been one of
the country with the
highest level of such type
of reserves



Italy may also count on a
large amount of reserves
of foreign currencies

Source: World Gold Council



Source: World Gold Council
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It must be remembered
that Italy, owing to the
lack of raw materials, has
to face more difficulties
to accumulate foreign
currencies

The Italian export

Source: WTO





The recent economic and financial turmoil has hit the Italian export companies, but at the
same time, also other developed countries have suffered the competition on international
markets
In fact, Italian, but also French, German, American and Japanese exports are affected by the
Chinese development.
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The Italian export
The most important
products exported by
Italy

2009

2010

2011

2012

2013

2014

Machineries for
general and special
uses

16,30%

15,50%

15,60%

15,40%

15,80%

16,20%

Pharmaceutical
preparations

3,60%

3,60%

3,60%

3,90%

4,50%

4,70%

Clothing

3,90%

3,60%

3,60%

3,60%

3,80%

3,80%

Vehicles

3,40%

3,50%

3,40%

3,40%

3,60%

3,80%

3,20%

4,30%

4,40%

3,20%

4,20%

3,50%

3,10%

3,60%

3,60%

3,50%

3,40%

3,30%

2,70%

3,10%

3,10%

2,90%

3,10%

2,90%

2,70%

2,70%

2,60%

2,50%

2,60%

2,60%

2,10%

2,50%

3,40%

3,70%

2,80%

2,50%

Other metal
products

2,50%

2,40%

2,50%

2,40%

2,40%

2,40%

Footwear

2,10%

2,10%

2,10%

2,00%

2,20%

2,20%

Oil refining products

Source: WTO data





Basically, the Italian export is
centered on merchandise,
while services are not
exploited enough (i.e., logistics)
Made in Italy is not just fashion,
food & beverage, luxury goods,
but much other…

Basic chemicals,
fertilizers, and
plastics or synthetic
rubber products as
intermediate goods
Parts and
accessories for
motor vehicles and
engines
Plastics
Base metals,
precious metals and
other

Source: Ministry of Economic Development
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The Italian export
Destination of
Italian export
Germany
France
USA
UK
Swiss
Spain
China
Turkey

2009

2010

2011

2012

2013

2014

12,70%
11,60%
5,90%
5,10%
4,60%
5,70%
2,30%
1,90%

13,00%
11,60%
6,00%
5,20%
4,70%
5,80%
2,60%
2,40%

13,10%
11,60%
6,10%
4,70%
5,50%
5,30%
2,60%
2,70%

12,50%
11,10%
6,80%
4,90%
5,90%
4,70%
2,30%
2,70%

12,40%
10,80%
6,90%
5,00%
5,20%
4,40%
2,50%
2,60%

12,60%
10,60%
7,50%
5,30%
4,80%
4,50%
2,60%
2,50%

Source: Ministry of Economic Development





The Italian export is suffering because it is strictly related to the evolution
of the European partners
The flight to quality must be “a must” for the Italian entrepreneurs
Compared to other developed countries, the higher number of SMEs and
the greater product diversification allow Italy the ability to intercept and
capture the new chances on the international markets, including temporary
niche opportunities
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On the other side, this very high flexibility can create some problems to build
and give continuity to trade relations

2.

Wealthy families committed to sustain the real economy

The wealth of Italian families


At the end of 2013, the net wealth of Italian households, that is the sum of real
assets (houses, land, etc.) and financial assets (deposits, bonds, stocks, etc..), net of
financial liabilities (mortgages, personal loans, etc.), was equal to about 8,7 bill. Euro





In particular, about 5 bill. Euro refer to real estate

On average, every family has a wealth of about 350 thousands Euro, where the
largest part is related to the ownership of the house
Data confirm that Italians have a greater propensity for real estate investments
Net household
Wealth (bil. €)
Real Asset
of which: Real Estate

1995

2000

2005

2011

2012

2013

2.673,00

3.239,00

4.841,00

6.180,00

5.978,00

5.767,00

2.181,00

2.660,00

4.099,00

5.308,00

5.119,00

4.908,00

Financial Assets

1.767,00

3.004,00

3.668,00

3.539,00

3.769,00

3.848,00

Net Wealth

4.183,00

5.821,00

7.848,00

8.819,00

8.851,00

8.728,00

Data in €

1995

Wealth per person
Wealth per family
Net Wealth /
Disposable income

73.596,00
213.908,00

2000
102.186,00
279.485,00

5,80

Source: Bank of Italy
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6,90

2005
134.184,00
344.312,00

7,70

2011
146.170,00
362.784,00

7,90

2012
145.725,00
361.985,00

8,00

2013
143.601,00
355.876,00

7,90

The wealth of Italian families
Financial assets
Number of
time of the
disposable
income

Financial Debts

2009

2010

2011

2009

2010

2011

USA

4,27

4,48

4,38

1,30

1,23

1,16

Canada

3,77

3,77

3,78

1,56

1,59

1,63

Japan

5,25

5,27

5,27

1,27

1,27

1,26

Germany

2,92

2,95

2,89

1,00

0,97

0,95

France

3,05

3,17

3,11

0,97

1,02

1,03

UK

4,57

4,65

4,50

1,73

1,66

1,60

Italy

3,46

3,44

3,22

0,80

0,82

0,82

Source: Bank of Italy



In a strictly financial point of view, Italian people are “rich” as they hold
significant financial assets compared to disposable incomes



At the same time, Italian people don’t use financial debts as source
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According to data, the most relevant kind of debt is “mortgage”

The wealth of Italian families






Italy has a very high Government debt, but,
anyway, it is lower than the German one
(and the most recent forecasts by IMF until
2017 show that it will continue to be
lower)
As for the majority of the developed and
financially open countries, the nonresidents are important Government debt
holders
In Italy, contrary to many other countries,
families own directly a significant quota of
the Government debt

Source: IMF

25

Source: Eurostat

3.

A solid banking system

A solid banking system

Source: Italian Banking Association
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A solid banking system


Compared to the most important European
markets, the Italian market system is
characterized by some strengths:





Source: Italian Banking Association







SourceItalian Banking Association
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The high level of loans to companies and families
The low level of financial assets in the portfolio
The lower leverage
The greater funding stability (thanks to the high
% of direct funding)

Unlike several other European banking systems,
the Italian banking sector will have a relatively
small capital and business model impact from the
new regulations
It must be also underlined that, contrary to what
happened in other European countries, Italian
banks haven’t had needed State aids to overcome
the recent financial crisis
Italian banks are more “traditional”, that is more
involved in financial intermediation (direct
funding and loans) rather than in financial
investments

A solid banking system


The most of assets of Italian banks are loans
to customers




Throughout the crisis, banks’ funding
difficulties were mitigated by these specific
features of Italian banks, namely the
composition of external debt, which relies
mainly on deposits and bonds offered to
domestic retail investors



Economic recovery remains a key factor in
the profitability of Italian banks

Source: Italian Banking Association



Source: Bank of Italy
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This policy, in addition to the low leverage, has
consequences on ROE and ROA: Italian banks
perform less than the average

The economic performance is constrained by
the slow recovery of the economy: loans’
growth is slowing while net spreads are under
pressure because of low policy interest rates
and the cost of funding level, which, although
slowly decreasing, still remains dependent on
high sovereign spreads

A solid banking system


However, a substantial
improvement of the return on
equity will be the major challenge
for Italian banks



Profitability can be restored by
leveraging on cost containment,
through various strategies including the
reorganization of distribution models
(the gap between Italian and EU
banking groups in terms of ’’operating
costs on total assets’’ is still high, as
well as the number of branches)
An important revenue contribution can
come from the exploitation of the
substantial and still untapped growth
potential in many financial products and
services (i.e., current accounts, credit
cards, asset management, life & non-life
insurance products, pension funds,
mortgages



Source: Italian Banking Association
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4.
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A country of excellence in different niches

The Italian industrial system




Since 2008 and especially since the
second half of 2011 the recession that
has hit the Italian economy has been
accompanied by a sharp fall in investment
and employment
Starting in 2011 extensive reforms have
been initiated with the aim of creating
conditions more conducive to growth

Source: Istat
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The manufacturing and construction
sectors are the most affected by this
economic turmoil
The actual problem of the domestic
industrial system relates to the low
productivity or to the low added value

The Italian industrial system

Source: Bank of Italy





In France, the intensity of the industrial recovery between mid-2009 and 2011 was
similar to the Italian one while in Germany the expansion after the recession was
much more robust, with a broad recovery in production levels of 2008 in almost all
industry sectors, the decline in the second half of 2011 was generally modest
The main contribution to the advantage of cumulative growth in Germany
compared to Italy and France is due to the sectors of transport and electrical
machinery. So, in Italy, a lot of investment opportunities in this 2 sectors may be
found
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The Italian industrial system


Micro and small firms play a very relevant role in the Italian economy



In Italy there is also a sort of “specialization”, that led companies to create
and develop around the world the concept of Made in Italy




Traditionally, Italy has few policy initiatives designed to attract inward
foreign direct investments or foreign investors to the country




Made in Italy is particularly strong in such sectors, like mechanical,
food&beverage, fashion

Foreign owned firms in Italy are concentrated in sectors with significant scale
economies

In Italy, as in the whole European Union, State aid policies are limited.
Anyway, there is a series of financial and non financial measures to stimulate
companies to innovate and internationalize the business
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Contrary to Germany, Spain, or France, Italy didn’t experience such aid schemes
for companies during the recent crisis

The MSMEs’ behavior in Italy

Source: Ministry of Economic Development

Source: Lazio Region and Sviluppo Lazio


Italy is the country of micro and small
multinational companies (MSMEs)






Italian micro companies also innovative, but
innovation is NOT strictly related to R&D
investments


Source: Lazio Region and Sviluppo Lazio
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In fact, these firms make their business
international more than the ones belonging to
other countries
On average, direct forms of export are well
developed, while advanced forms (i.e., partnerships,
joint ventures) are not typical for Italian companies

Italian companies, on average, show a lower degree
of R&D than firms of other European countries

The Italian way to exploit market niches and develop: industrial
districts, technology centers and network agreements


The growth of Italian firms is strictly related to the improvement of the
“districts”




The most important characteristics of districts are:









Districts can be defined as limited territorial areas characterized by a strong
concentration of MSMEs, specialized in a product, in a sector, or in a phase of
production

A specific product or a precise production line
A network of relations between enterprises, local institutions, banks,
universities, etc.
High competition and high cooperation
Higher level of flexibility
Ability to give an answer to unexpected changes
A high export propensity

Many of the Italian “excellences” are based or come from districts or
technology centers
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The Italian way to exploit market niches and develop: industrial
districts, technology centers and network agreements


In Italy there are at least 100 industrial
districts




According to the 2013 Yearly Report,
Italian districts count:








The most important ones are shown in
the map

About 170.000 firms
About1,4 mil. Workers
About 75 bill. € of added value
About 98 bill. € of export

Districts represent about 1/3 of the
whole manufacturing system
The size of companies belonging to a
district is bigger than the average


I.e., in North-East regions, companies
with a turnover of at least 50 mil. € are
more than double the ones with a
turnover lower than 10 mil. €

Source: The National Observatory of Italian Districts
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The Italian way to exploit market niches and develop: industrial
districts, technological poles and network agreements
In Italy there are 27 districts
specialized in technology and applied
research or high-tech sectors
At least 18 of them affect in a
significant way the economy of the
area where they are based in
It may be affirmed that companies
belonging to technology centers get
better performance









APSTI, that is Italian Association of
Scientific & Technological Parks, affirms that
at the end of 2012, the most interesting
features are:
 About 800 companies
 About 11 thousands workers
 About 1 bill. turnover
Source: APSTI
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The Italian way to exploit market niches and develop: industrial
districts, technological poles and network agreements


In order to increase
competitiveness and promote
M&A project among SMEs, in 2009
the Italian Government created
the Network Agreements
(Contratti di Rete)




This new tool allows companies
the chance to give life to joint
actions without creating a new legal
entities or a new business activities

In the next future, perhaps,
many MSMEs won’t be really
micro or small…
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Following the Italian example, also
the European Union is modifying
the SBA (Small Business Act) in
order to realize an European
measure to create network
agreements among MSMEs





At the end of February 2015,
Italian companies underwrote
more than 2.000 network
agreements
The main objectives of these
agreements are:





Improvement of the quality of
products (also certification)
Technological innovation
Improvement of marketing policies
and market penetration
Environmental protection

The Italian way to exploit market niches and develop: industrial
districts, technological poles and network agreements

Utilities; 1,10%
Commerce /
Trade; 10,00%
Construction;
10,70%

Mining; 0,30%

Others; 1,10%
Industry; 31,10%

Agriculture; 6,30%
Services to
companies;
27,30%



Services; 12,10%

The Contratti di
Rete are
developing in all
Italian Regions and,
in particular, the
adoption seems to
be correlated to
the presence of
industrial districts
Italian companies
sign these
agreements for a
wide range of
objectives


N° of subjects involved
N° of network
in a network agreement agreement (Dec. 2014)
2
3
from 4 to 9
from 10 to 50
more than 50

Total
Source: Infocamere
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251
535
888
208
2

1884



Anyway, the 2
most important
reasons are linked
to production and
sale of products

The number of
companies involved
in a “Contratto di
Rete” varies from 2
to 10 in 90% of
cases

Export and market/sector niches




The Italian ability to find and
develop in market niches at
a global level is confirmed by
export data
In about 15% of products in
which the international
trade is divided, Italian
companies are ranked
between the first and the
third position
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The whole export of market
niches is over than 250 bill.
USD

Ranking of Italian
Export

Number of products
(compared to a
number of 5517
products in which the
international trade is
divided

1°

235

2°

377

3°

323

Source: Fondazione Edison

The well-known Italian brands


According to the most important
international rankings, there are only
3 Italian brands that may be ranked
among the 100 world more valuable
brands: Armani, Ferrari and Gucci



So, there are a number of
brands that may increase their
value and become more
international than they actually
are




In the last years many brands
originated in Italy have been object of
international deals, such as M&A

Here next, there are the logos of the
100 most important Italian brands,
according to international rankings
Source: MPP Consulting
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The Italian entrepreneurship


Italy has always counted a large number of
entrepreneurs







New entrepreneurs claim the lack of some
factors:





People have skills and knowledge that enable
them to become entrepreneurs
People have a positive attitude towards
innovation, from both industry and
consumers
In Italy there is high sophistication of
economic activities

Financial support
Inadequate physical infrastructure, as well as
little attention by government policy and a
lack of effective government programs

100
90

Number of companies every 1000
people - 2012 data

80
70
60
50
40

EU28

30
20
10
0

Anyway, becoming an entrepreneur in Italy
is a desirable career choice
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On average, there are 65 firms every 1000
inhabitants
People self-employed are about 1/3 of all
Italian workers

Source: Istat

The Italian family business system




As in Europe, families own the vast
majority of the companies
operating in the country.
According to this characteristic,
Italy is very similar to the other
European countries
But there are also a number of
differences, in particular related to
the governance…

Source: AUB Observatory Report
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Source: AUB Observatory Report

The performance of excellent Italian family
firms



Profitability varies a lot among companies
belonging to the family business system
In Italy, family firms able to perform better
are characterized by:





Low turnover (but exceeding 50 Mil. €)
Ownership concentrated in the hands of
the family

It must be remembered that Italian
entrepreneurs are often self-made
men. So:
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They suffer multifaceted organizational
structures
They show a decreasing ability to manage
companies when they are large, structured,
and more articulated
They are used to exploit leverage and
manage companies with high net financial
position

The great opportunity: the succession






Italian entrepreneurs are
well aware of the fact that
a strong growth needs a
change of governance and
ownership structure
Despite this thought, the
Italian entrepreneurs are
quite old
In 2015, 20% of Italian
family firms have a leader
over 70
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Empirical evidence show
that older leaders tend to
lead to low investment
rates and low performance

Source: AUB Observatory Report

The great opportunity: the
undercapitalization of Italian MSMEs

Source: Bank of Italy
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In 2013 firms’ financial debt decreased
by €39 billion and fell from 187% to
182% in relation to value added



Leverage declined from 46.7% to
44.4%; this was still more than 5%
above the Euro-area average and the
gap increased slightly from the
previous year



In the period 2005-10 the average
leverage of Italian companies was
systematically higher than in the other
countries

The great opportunity: the
undercapitalization of Italian MSMEs






Bank loan repayment difficulties continued
to be acute
In March 2014 non-performing loans
amounted to €239 billion, 25.9% of the
total
The share of overdue loans, the least
problematic of these items, declined
Modest signs of improvement are found in
business-to-business transactions among
firms. According to the Survey of
Industrial and Service Firms, for domestic
sales the percentage of claims settled after
the agreed due date fell by 2% in 2013 to
31%


Source: Bank of Italy
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The average length of delay remained stable
at 44 days, while that of payment deferrals,
which takes account of both contractual due
dates and delays, decreased from 92 to 84
days

5.

An unexploited value from its cultural and environmental
heritage

A system yet to be exploited


Italy has the widest cultural heritage worldwide with:





Despite this absolute primacy in the world, the economic
return on cultural assets is very low





About 3500 museums
50 UNESCO – World Heritage

I.e., the United States shows that, with half of the UNESCO sites
than Italy, have a commercial return of 16 times the Italian one
At the same time, the return of cultural assets in France and the UK
is between 4 and 7 times the Italian one

Given the richness of Italian culture, it emerges an
enormous untapped potential for growth
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A system yet to be exploited





The enormous value of the Italian cultural assets (monuments and territories) is
confirmed by a study of the Chamber of Commerce of Monza and Brianza
Basing on 10 parameters related to the attractiveness, the number of visitors, the
value of merchandising, the number of people employed, some of the most
important Italian museum, cultural sites and territories have been tested
Results are summarized in the next table: only the Coliseum’s brand may be
evaluated about 5% of the whole public debt

Source: Chamber of Commerce of Monza
and Brianza
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Source: Chamber of Commerce of Monza
and Brianza

6.

Development of Southern Italy, a logistic platform for
future developments

Logistic in Italy



Logistic represents the 7% of the Italian GDP
Italy is ranked 20 in the world according to the LPI (Logistic
Performance Index)




Compared to Germany (rank n. 1), France (rank n. 13) and Spain (rank n.
18), many differences emerge

Italy suffers in customs (efficiency of the clearance process) and
international shipments (ease of arranging competitively priced
international shipments)

Source: World Bank
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The Italian logistic system


The location of Italy represents a great advantage as it allows
connections towards Asia and the Middle East, Africa and
Europe. In fact, Italy is located at the heart of these three key
markets, with around 800 mil. consumers



National logistics equipment is based on a wide set of
infrastructures and logistics
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More than 6.500 km of present highways (with a huge plan of
expansion already approved;
Around 21.500 km of national roads
24.216 km of rail network (some of them High Speed)
3 HUB ports (Cagliari, Gioia Tauro and Taranto)
21 first level commercial ports
2 intercontinental HUB airports (Rome and Milan)
25 freight villages

The role of the South of Italy


Logistic in North of Italy is much more developed and
integrated than in the South





Anyway, the South of Italy has a great potential because of:






This situation is also due to the fact that the North of the country is
nearer to the European big markets, such as Germany and France
For the same reason, manufacturing and economy in general found
more easy to growth in the North of the country

The position in the middle of the Mediterranean Sea
The expected rise of trades among Europe and North Africa
The realization of European corridor

For the South of Italy, logistic may represent and
become as important as oil extraction in the Gulf ’s
countries
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7.

A developed private equity system

The Italian private equity industry


Despite prejudices and
difficulties related to the legal
legacy, private equity is
developed in Italy



Anyway, the size of the
domestic industry (amount
raised and investments) is
lower than in other European
countries



Source: EVCA

The Italian industry trend
seems to be related to the
macroeconomic environment
rather than to the investment
opportunities
Source: EVCA
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The Italian private equity industry


Italy is a very open market and data confirm that international
investors already play an important role in domestic deals

Source: EVCA
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The Italian private equity industry


The number of Italian private equity
operators increased over time




In particular, in Italy there are different
kinds of operators:


Source: AIFI








Source: AIFI

59

Since 2011, AIFI (the Italian association of
private equity operators) has decided to take
into consideration only the association’s
members and operators that have been
present in Italy in the previous 3 years

Private equity firms (or managers of domestic
funds)
Early stage funds
Banks
State or public entities
Pan-European funds

Despite the crisis, during recent years, the
private equity activity has developed as
showed by the trend of portfolio value and
available funds

The Italian private equity industry


As the size of the whole private equity
market is not big, there are two
consequences:





The number and the kind of deals depend on
the macroeconomic trend
Mega deals affect in a significant way the
average amount invested

Even though early stage investments are
not much used, their trend is not as
affected as other kinds of investment

Source: AIFI

Source: AIFI
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The Italian private equity industry


Number and amount of
divestments are affected
by the macroeconomic
environment



Italian market is cool also
because the large use of
the sale to other
investors as exit strategy



In order to increase the
use of IPO as exit
strategy, the domestic
stock exchange (that
belongs to the London
Stock Exchange) has
launched the Italian AIM

Source: AIFI

Source: AIFI
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The favorable multiples of the Italian
market and other opportunities

Source: AIFI


Multiples used in private equity transactions depend on a lot of
variables. Anyway, in Italy multiples are lower than in Europe or
in USA
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Turnaround is still a niche of the whole industry, but there are
many companies, especially SMEs, that are living a phase of
“financial stress” and may eligible for transactions

The Italian way of private equity


Compared to other countries (in particular, Aglo-Saxon
countries), private equity has developed and is still developing
differently in Italy







Buy out deals are usually focused on: unlisted companies, family
businesses, high leveraged firms
Personal and informal relationships are vitals for a successful deal
In expansion deals, private equity operator are use to buy a minority
stake
Thee process adopted by companies to select the private equity
operator is aimed to find a “partner” rather than to find the best and
highest valuation of the company

International operators, in order to be able to
compete in the Italian market, must develop local
distinctive skills and expertise: they must play as they
were Italian…
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A developed legal framework


Some EVCA (European Venture Capital Association) empirical evidence related to
the tax and legal framework of private equity among European countries, highlight
national practices and the most useful structures for foreign investors



The Italian situation is hard to understand for foreign investors, because of it shows,
at the same time, high grades for the legal context, but low marks for the country
taxation
In particular, in Italy there is a dedicated domestic fund structure for private equity
and venture capital investments, called SGR and closed end funds
The Italian situation is also characterized by:










The ability for non domestic limited partner to avoid having a permanent establishment in
the country
The fund management companies liability for VAT on management fees (and ability to
recuperate it)
The freedom from undue restrictions on investments

The lower marks are due to the scarce presence of fiscal incentives to encourage
investments both for private equity operators and companies
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For this reason, the Italian final score is lower than the European average

The development of PPP in Italy


Italy can be considered one of the most experienced market for PPP projects
development in Europe




Government budget restrictions and the lack of foreign big investors have forced public
entities, private companies and banks to get together and find innovative solutions

In the period 2005-2013 more than 17000 call for tenders have been issued, for a
total of over 65 billions €. According to awards, in the same period, more than
5000 deals have been recorded for a value of about 50 billions €


The Italian market is so big that a large part of the calls for tender don’t lead to a final
agreement, and the economic and financial turmoil don’t make things easier

Source: Unioncamere
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Source: Unioncamere

The development of PPP in Italy




Municipalities are the more
active subjects in PPP deals,
but the average amount is the
lowest among issuers
According to the sector
breakdown, transportation and
utilities (water, gas, energy and
telecommunications) are the
most important ones in terms
of amount

Source: National Observatory on Project Finance
Source: National Observatory on Project Finance
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8.

A developed Stock Exchange

A developed Stock Exchange

Source: Borsa Italiana






Borsa Italiana is the Italian Stock Exchange
It is part of the London Stock Exchange (LSE) and contributes
to make it the Europe’s leading exchange group in cash
equities, fixed income and post trade services
Borsa Italiana has a wide and developed offer system for
companies and issuers of securities
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Why invest in the Italian markets


Basically, the Italian markets may offer:


International members and global investor base




The most liquid market in Europe




The trading platform is a highly scalable, multi-asset class and ultra low-latency
trading platform

Efficient and low-cost trading and post-trading services
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The comparison of dividend yields in the past five years shows the highest value
for the Italian market

The fastest trading platform




High liquidity, also sustained by an active retail investor base, representing over
30% of the total turnover

Top-ranked market in dividend yield




Strong depth in international investors, with a significant part coming from outside
Europe

The fee structure is customized and there are incentives for new members and
for trading members of both LSE and Borsa Italiana
Advanced post-trading services with CC&G (central counter party) and Monte
Titoli (central securities depository)

The Italian equity markets
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The Italian bond markets
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The Italian derivatives market






IDEM is the derivatives market of Borsa Italiana. It is cleared by Cassa di
Compensazione e Garanzia (CC&G), also part of the London Stock
Exchange Group
IDEM is among the top European derivatives exchanges, trading around
150,000 contracts daily with a value equivalent to €3bn. € of value traded.
It is based on one of the most liquid equity markets in Europe, with €350bn
of market capitalization and 150% turnover velocity
The IDEM market includes two segments:







IDEM Equity, where index and single name futures and options are listed
IDEX, offering trading on Italian power futures

More than 80 members are directly connected to the market from Italy,
United Kingdom, France, The Netherlands, Germany, Luxembourg, Ireland,
Belgium, Czech Republic and Spain
More than 20 market making firms displaying bids and offers on a
continuous basis or responding to requests for quotes are active on the
IDEM market
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9.

Attracting and appealing people from all the world: where
there is need to invest?

Many targets to invest


Italy is an appealing playground from abroad, because of
many targets to invest



There are a lot of chances in these areas of business:
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Infrastructure
Public-private ventures
Services
Financial institutions
Healthcare and education
Tourism and leisure
Environmental sector
A new season of privatizations

A target: INFRASTRUCTURE


Italy has a well developed infrastructure system, but it needs to be
improved and modernized. In particular, Italy is perfectly connected to TENT (Trans-European Network for Transport)




6 of the 30 most important traffic axes involve Italy directly: corridor LisbonKiev, corridor Berlin-Palermo, Two seas corridor Genoa-Rotterdam, corridor
Bari-Brindisi-Black Sea, motorway of the sea of the western Mediterranean
system, motorway of the sea of the eastern Mediterranean system

In more depth, there are some projects (some of them already approved by
the Government and/or funded) that may be interesting opportunities for
foreign investors:
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Highway improvement projects
High speed railways
Retractable underwater barriers to help protect Venice from flooding (so called
Mose)
Intermodal and terminal container management, realization of warehouses in
freight villages and intermodal centers, creation of European distribution centers
in logistic areas, logistic real estate, etc.

A target: PUBLIC-PRIVATE VENTURES


The Italian Government is basically opened to foreign investors and to
sovereign funds to invest in shares of Italian public-private partnerships and
companies




In Italy there are some laws enforcing public entities to reduce their
participation to companies




Moreover, the Italian high debt-to-GDP ratio is constraining the Government’s
desire to stimulate investments directly

So, in the next futures, the so called “municipalizzate” should open great
opportunities for foreign investors

Sectors where opportunities might realize are:
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Energy, water, gas distribution systems
Waste disposal and recycling
Remote heating
Local public transport
Sewage management

A target: SERVICES


As in almost all developed countries, services represent the largest sector
of the economy, both in number of employees and added value




According to the recent analyses, trade and services to individuals and
companies (service industry) represent the most interesting areas of
development. So, chances for foreign investors may be found in:







In addition to tourism, financial services, health, environment that will be
analyzed individually in the next slides, there are a lot of opportunities to invest

Facility management
Wholesale, cash&carry, retail distribution and trade
Social and personal services
R&D development

The current Government is implementing a process of liberalization of
business activities and reduction of bureaucracy, which lead to simplify the
“doing business” in the country
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A target: FINANCIAL INSTITUTIONS


The Italian Government is basically opened to foreign investors and
to sovereign funds to invest in shares of Italian banks




As in all European Union, there are laws enforcing banks to increase
their capitalization and adopt adequate policies of risk management

In Italy, the Government, contrary to Germany, France or Spain,
wasn’t asked and forced to support the financial institutions during
recent financial crisis (Italian banks have always been solid and have
always showed strong fundamentals)
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On average, Italian operators play the most part of their businesses
locally so they have the potential to increase their presence abroad
Some of the most important banks are owned by foundations or charity
institutions that in the next future shouldn’t be able to fund the growth
of their owned financial institutions

A target: HEALTH-CARE AND EDUCATION


In Italy, almost the whole sectors of healthcare and education are
managed by the State



EDUCATION







The labor market doesn’t feature substantial gains, neither in higher
employment opportunities or education wage premium for graduated
people
For-profit and non-profit educational institutions are not well developed,
especially in higher education
The existing Government is proving for laws aimed to eliminate the legal
value of the degree

Opportunity for investors:
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Realization of for-profit colleges and universities
Development of a system of training courses for adults
Enlargement of continuous learning initiatives

A target: HEALTH-CARE AND EDUCATION



In Italy, almost the whole sectors of healthcare and education are
managed by the State
HEALTHCARE





There are a examples of private management of healthcare structures,
like hospitals, clinics, health centers, treatment centers, elderly
residences, hospices, that sign agreement with the public entities
On average, public structures are less efficient and less effective
The trend for the future is already quite clear:






80

Owing to demographic matters health and long term care expenditure will rise
The State will focus its activity on monitoring and management of the whole
health system
The private sector will specialize in some areas (i.e., surgery, rehabilitation, home
therapy, etc.) and will be more and more fundamental for the health service supply

The whole healthcare sector represents a great opportunity of
investment in Italy

A target: TOURISM AND LEISURE




The Italian tourism industry is an important economic activity and represents one
of the most important sector for the development of the country. Moreover,
according to WTTC - World Travel and Tourism Council, Italy is still one of the
eminent destination for leisure or business travels
What Italy is:









1st place among EU countries for accommodation capacity
3rd place among EU countries for arrivals
4th place in world country rankings for currency earnings
5th place in world rankings for arrival

Italy has the widest and the most various artistic and cultural heritage, natural
beauty and variety of products in the world
Moreover, these aspect are common features to all regions and are the strengths of
the Italian tourism system
The great potential in terms of tourist flows and investment opportunities is so
high that it is difficult to quantify. So, opportunities for foreign investors are:
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Not only in the well known businesses (i.e., hotel management or accommodation
facilities) in the well known cities (i.e., Rome, Venice, Florence)…
…but also new kind of tourism (i.e., agri-tourism and eco-tourism) in other areas (i.e.,
Cinque Terre, Umbria, etc.)

A target: ENVIRONMENTAL SECTOR


One of the weaknesses of Italy is certainly the lack of raw materials and, in
particular, of sources to generate electric energy




Italy is being experiencing a boom in “clean energy” investments





A recent referendum, once again, stopped the development of nuclear power plants in all
the country, generating a greater dependence on foreign countries

Even though the whole sector seems to be very depending on public policies, the existing
trend shows that Italian private people and firms continue to invest in renewable energies
In Italy, the most developed segments are: wind, solar, biomass

Foreign investors may find great opportunities in such market segments:
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Agro-energy
Water treatment and filtration
Recycling – Energy efficiency
Waste
Pollution control
Biomass – Building

A target: A NEW SEASON OF PRIVATIZATIONS




The Italian Government is committed to reduce the public debt. This
will mean to start a new season of privatization involving both
central and local entities (like Regions, provinces and municipalities)
The Italian Central Government still owns significant holdings, or
the entire ownership, in many big companies. At the same time, local
entities own a great number of companies, most of them in the
service sector: power, airports and intermodal hubs, water, utilities,
etc.




Last year, the Government has provided for incentives to induce
municipalities to privatize companies

A very conservative estimation of potential revenue of privatization
of municipally-owned companies and largest companies (many of
them are already listed) is about 200 bill. €


83

This privatization will lead Italy to save about 6 bill. € of interest
expenses

