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Fitch Rates Sondrio's Senior Preferred Notes Final 'BBB-'

Fitch Ratings-Milan/London-29 March 2019: Fitch Ratings has assigned Banca Popolare di Sondrio's
(Sondrio) EUR500 million 2.375% five-year senior preferred bond issue due 2024 (ISIN:
XS$1975757789) a final long-term rating of 'BBB-'.

The final rating is in line with the expected rating Fitch assigned to the notes on 21 March 2019
(see "Fitch Rates Sondrio's Planned Senior Preferred Notes Issue 'BBB-(EXP)" at

www.fitchratings.com).

KEY RATING DRIVERS

Sondrio's EUR500 million senior preferred notes, issued under the bank's EURS5 billion EMTN
programme, is rated in line with the bank's 'BBB-' Long-Term Issuer Default Rating (IDR). Fitch
views the likelihood of default on the notes the same as the likelihood of default of the bank.
Under its criteria, Fitch requires a high burden of proof to notch senior debt up or down from a
bank's Long-Term IDR based on recovery prospects, particularly at high rating levels. This is
because the structure of a bank's balance sheet is likely to be very different at the point of failure.

For the senior preferred notes to achieve a one-notch uplift over the bank's Long-Term IDR, the
buffer of qualifying junior debt and senior non-preferred debt would need to exceed our estimate
of a 'recapitalisation amount’, which we currently estimate to be around the bank's fully loaded
minimum pillar 1 Tier 1 capital requirement of 6%. Sondrio has no outstanding senior
non-preferred debt and we estimate its qualifying junior debt buffer at just above 2% of its
risk-weighted assets at end-2018. As a result, the protection afforded by senior preferred debt
through this buffer is not sufficient to grant a single-notch uplift above the bank's Long-Term IDR.

RATING SENSITIVITIES

The senior preferred debt rating is sensitive to changes in the bank's IDR. The rating is also
sensitive to a significant increase in the bank's qualifying buffer of junior and senior non-preferred
debt, especially if this exceeds its recapitalisation amount.
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PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS
SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY
CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.
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ENDORSEMENT POLICY - Fitch's approach to ratings endorsement so that ratings produced

outside the EU may be used by regulated entities within the EU for regulatory purposes, pursuant



to the terms of the EU Regulation with respect to credit rating agencies, can be found on the EU
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the entity summary page for each rated entity and in the transaction detail pages for all structured
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