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About the study

PR -

The EY Global Capital Confidence Barometer is a reqular survey of senior
executives from large companies around the world, conducted by Thought
Leadership Consulting, a Euromoney Institutional Investor company.

The respondent community comprises an independent panel of senior
executives and select EY clients and contacts, including leaders of the
world's biggest, as well as fastest-growing, companies.

The 22" Barometer provides a snapshot of our findings, gauges corporate
confidence in the economic outlook, identifies boardroom trends and
practices in the way companies manage their Capital Agenda, and
examines how companies can future-proof their business.

Produced in association with

Ralod

Thought Leadership Consulting

A Eurormoney Institutional Investor company
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Italy key findings

Responding with urgency now, preparing for
next, and then thinking beyond

Executives have had to reassess their outlook for
growth and are having to reconfigure operations
as a response to COVID-19 now

At a time when margins and cash flows were
already pressured the C-suite still has ambitious
transformation plans, with some of them on hold
as execs anticipate what's next

When the situation becomes clearer, they will
make faster moves than ever before to
reimagine, reshape and reinvent their business

And despite boardrooms focusing on an
unprecedented global health emergency,
executives are also planning their future beyond
the crisis

100%

expect a longer period of slower
economic activity extending into
2021, with a U-shaped recovery

66%

recognize the need to revaluate
their supply chain

55%

are planning to actively pursue
acquisitions in the next 12
months

Climate issues and the need for
business to make a significant
contribution to addressing de-
carbonization pose the biggest
business challenge in the next
decade
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8%

are undergoing a
significant business and
technology
transformation program

9 1%

expect the domestic M&A
activity to increase in the next
12 months

0%

expect increasing competition
for M&A targets in the next 12
months

Italian companies are planning
to undertake M&A strategy to
grow their business abroad,
with close markets in France,
the UK and Germany being the
most targeted geographies

-
EY
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Executives at the global level are faced with a changed reality

n What is your perspective on global economic growth today?

Global respondents

Based on responses before 19t Feb, 2020 Based on responses after 19t Feb, 2020 1H-2020
47Y% 23% -
Positive : w—93% : 93 1H-2019
| |
; 73% . 73% M 1H-2018
Stable 6% S 6% S
I 26% I 26%
. 18% 46%
Negative | 1% 1%
I 1% I 1%
Italy respondents
Based on responses before 19th Feb, 2020 Based on responses after 19th Feb, 2020
63% 96% o 96%
- A
PO N 80% I 80Y%
26% 29%
Stable 4% 4%
I 20% I 20%
11% 71%
Negative 0% 0%
0% 0%

» There was a clear shift in business sentiment in the middle of February. Prior to that, outside of Asia-Pacific, the clear majority of respondents
felt confident about the global economic outlook. Everything has changed. Our survey started on 5 February and early responses were highly
optimistic — but the outlook darkened considerably after the Covid-19 outbreak in China. We can see this schism clearly in the responses
about growth P
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Italian companies are facing a negative growth scenario, driven by global health
emergency

n What is your perspective on local economic growth today?

Italy respondents

Based on responses before 19t" Feb, 2020 Based on responses after 19t Feb, 2020
37% 0%
Positive 98% 98%
. 74% I 4%
58% 16%
Stable 0% 0%
N 26% I 26%
5% 84%
Negative | 2% 2%
0% 0%

1H-2020 1H-2019 M 1H-2018

» Italian corporates expect a negative economic cycle in 2020, as a consequence of the global health emergency, spread from China to Europe
and the other continents from February

» A partial recovery may be expected only in 2021. This is in line with the International Monetary Fund ('IMF") outlook released in April 2020,
forecasting GDP decrease for 9.1% in 2020 and partial recovery of 4.8% in 2021 In Italy
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Executives are divided in their economic trend expectations, even if Italian
respondents are more pessimistic.

n Are you expecting a recession in the near to mid-term, and, if so, when do you expect it to happen?

Global respondents Italy respondents
In 2020 In 2020
66
% 87%
520 48% In 202126 40% 60% In 202%
" 13%
0
In 2022 In 2022
8% 0%
M No Yes

» The vast majority of respondents are experiencing a negative economic cycle in the near term, as a consequence of the business lockdown
measures adopted by all main economies worldwide

» According to the IMF oulook released in April, the global economy is projected to contract sharply by 3% in 2020, much worse than during the
2008-20009 financial crisis. In a baseline scenario, which assumes that the pandemic fades in the second half of 2020 and containment efforts
can be gradually lifted, the global economy is projected to grow by 5.8% in 2021 as economic activity normalizes, helped by policy support

et
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Corporates expect partial economic recovery only in 2021, in line with current
analysts' forecast

n What economic scenario is your company currently operating under?

Page 8

Global respondents [taly respondents
A longer period of slower economic activity* A longer period of slower economic activity*

54% 100%
A return to normal economic activity** A return to normal economic activity**
. 38% | 0%
A sustained period of recession*** A sustained period of recession***
I s | 0%

*A longer period of slower economic activity extending into 2021 - a U-shaped recovery
**A return to normal economic activity in the 3rd quarter of 2020 - a V-shaped recovery
***A sustained period of recession, with economic activity not picking up until 2022 at the earliest - an L-shaped recovery

Global economic activity has experienced a sudden decline in all the advanced and emerging economies from March 2020, driven by the
lockdown measures imposed to households and enterprises to contain Covid-19 contagion

Most previous pandemics have resulted in a V-shaped recovery, with activity picking up strongly once the initial wave of iliness is resolved.
That is the current assumption being used by just over a third of respondents at global level in their strategic planning. This would see
activity accelerating in late 2020

More than half of global respondents expect a U-shaped recovery, with the aftereffects of the initial impact lingering for longer. Activity
would not reach normal levels until 2021. Italian Executives share this view, in line with the IMF forecasts
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Executives expect COVID-19 to impact on global growth

n What's your assessment about the impact of COVID-19 (coronavirus) to the global and local economy?

Global respondents

Global economy Local economy
Severe impact 73% 38%
Minor impact 27% 57%
No impact 0% 5%

Italy respondents

Global economy Local economy
Severe impact 48% 33%
Minor impact 52% 63%
No impact 0% 4%

» Many major economies are facing unprecedented shutdowns in day-to-day economic activity. There are not yet models available to confidently
predict the eventual outcome of this situation. The full extent of the impact on the global economy remains unclear, but all respondents agree
that at least in the near-term, COVID-19 will have a negative impact on global growth in the form of a dual shock of both supply chain
disruption and declining consumption

» The medium-term effects of the pandemic on global and local economies will be more clear once the lockdown measures are lifted

et
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There will be no “winners" in this crisis, but some sectors look set to be hit
dramatically worse than others

n Which sectors you see the coronavirus event will be most affected?

Global respondents

Automotive and transportation
27%

Advanced manufacturing

I 23%

Consumer

I 15%

Life sciences

. 7%

Hospitals and health care providers

I 6%

Qil and gas

N 6%

Financial services

B 4%

Real estate and construction

B 4%

Government and public services

Ml 3%

Technology

H 2%

Mining and metals

H 2%

Media and entertainment

1%

Power and utilities

| 0%

Telecoms

| 0%

Italy respondents

Advanced manufacturing
31%
Automotive and transportation
I 24%
Life sciences
I 15%
Consumer
I 13%
Hospitals and health care providers
I 11%
Qil and gas
M 3%
Telecoms
1%
Technology
1%
Media and entertainment
1%
Real estate and construction
| 0%
Power and utilities
- 0%
Mining and metals
I 0%
Government and public services
| 0%
Financial services
| 0%

The respondents were allowed to select up to 3 responses in order of priority. The percentages are proratedto 100%

Global Capital Confidence Barometer — 22" edition

Most businesses are likely to
experience significant ongoing
disruption to their business-as-
usual operations and will face
underperformance throughout
the duration of the COVID-19
crisis

In addition to supply chain and
production disruption, shifts in
consumer behavior due to the
risk of contagion are observed
globally, impacting several
sectors, including automotive
and transportation,
restaurants, tourism and leisure
activities

Companies with higher
customer diversification across
geographies are more likely to
better resist the downturn

EY



Executives look to re-evaluate their operating models in response to the
emerging Crisis

n How would the coronavirus event affect your decision on your:

Global respondents

Global supply chain Speed of automation Digital transformation Managing your workforce
We need to revaluate 40% 41% 38% 35%
We are taking steps to change 52% 36% 31% 39%
No change 8% 23% 31% 26%

Italy respondents

We need to revaluate 66% 44% 33% 45%
We are taking steps to change 30% 49% 63% 33%
No change 4% % 4% 22%

» The sudden and unexpected nature of COVID-19 has compelled executives to reevaluate operating models. While building agility and resilience
have been dominant themes for much of the past decade, the unique nature of the current situation has left many companies unprepared. The
total shutdown of activity has exposed vulnerabilities in many companies’ supply chains, with the majority looking to re-evaluate or taking
active steps to reconfigure their current arrangements.

» Many companies, at global and Italian level, have undertaken temporary re-shoring strategies to secure uninterrupted supply chain after the
outbreak of coronavirus in China

et
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Pressured margins to be pushed down more as the economy slows, still the
current crisis could bring M&A opportunities in the medium term

n How significantly will the coronavirus outbreak impact your profitability and margins?

Global respondents Italy respondents
Severe impact 39% 66%
Minor impact 56% 30%
No impact 5% 4%

n How are your M&A strategy and outlook affected by the coronavirus event?

Global respondents Italy respondents

Observe valuation coming down See opportunity to gain market share
39% ARSY)

Focus more on target's business resilience when evaluating Observe valuation coming down

the business / transaction
38Y% K

. . Focus more on target’s business resilience when evaluating the business /
See opportunity to gain market share N

o> B 0%

» Companies around the world are still coming to terms with the impact that COVID-19 is having on their business. Declining profitability will
impact cash flows, so measures to ease liquidity availability will be paramount to ensure business continuity and protect workforce

» The emergence of COVID-19 is reiterating the need to assess potential targets more broadly in terms of resilience. It is also impacting
valuations. This could accelerate some dealmaking as companies look to acquire competitors to protect and reposition beyond the crisis

et
Page 12 Global Capital Confidence Barometer — 22 edition EY



w 4Corporat
W strateg)

" “Operatior

¢

(WA

l 2 ‘
a -I
.
O.e"' T
pEews
=gt 3 -

P s"j }

- y o

Page 13 Global Capital Confidence Baromete




The current scenario requires a business model review

are the main triggers for your transformation?

Pressure on revenue targets and meeting
profitability goals

20%
Increasing pressure from investors/shareholders
15%
Difficulty in attracting or retaining customers
Not keeping up with competitors’ technology
14%
The need to move into adjacent sectors
14%
Not keeping up with competitors’ performance
13%
Falling market share
9%

Global respondents

28%

M No Yes

22%

Italy respondents

B No

78%

Yes

Is your company currently undergoing a significant business and technology transformation program? If yes, what

Not keeping up with competitors technology
19%
Increasing pressure from investors/shareholders
19%
Pressure on revenue targets and meeting profitability goals
18%
Not keeping up with competitors performance
16%
Difficulty in attracting or retaining customers
12%
The need to move into adjacent sectors
11%
Falling market share
5%

» Italian corporates are concentrating their efforts to update the technological infrastructure of the business, to keep pace with foreign

competitors strategy

» Ina phase of lockdown, consumption behaviors are widely impacted. Therefore, digital services and the e-commerce channel are becoming

paramount
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The uncertain economic scenario makes corporates postpone investment plans

Are you actively planning to respond to ongoing geopolitical, trade or tariff uncertainty? If so, how are you
planning to do this?

Global respondents Moving offices and management into/out of Italy respondents Moving our own production facilities into/out of
certain countries certain countries
20% 22%
Delaying plans to expand into new countries DEIRIING (2 1o G e mEr @oUmiiES
18% 18%
58 E/Ieor\t/;rilr? é):&r:)tvrvir;froduction facilities into/out of 30¢ 70% Reducing outsourcing
42% B 17% — L%
Passing on higher costs to customers Moving offices and management into/out of certain countries
16% 17%
Reducing outsourcing Reconfiguring our supply chain
M No Yes 15% M No Yes 15%
Reconfiguring our supply chain Passing on higher costs to customers
14% 11%

» Inorder to tackle the current crisis, many corporates at global and Italian level have undertaken temporary re-shoring strategies to secure
uninterrupted supply chain after the outbreak of coronavirus in China

» The lockdown measures and uncertainty of future economic scenarios have lowered consumption levels globally, therefore leading many
Executives to delay plans to expand into new countries
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Half of ltalian executives have observed a profit margin increase in last 2 years

n Is your company's profit margin (defined as recurring operating earnings) higher or lower than 2 years ago?

Italy respondents

38% 10%

52%

Higher Same M Lower

If higher

Overhead reductions
38%

Production/service delivery efficiencies

31%
Improved pricing

27%
Better technology
4%

If lower

Higher material input costs
. 80
Increased investment in R&D/innovation
N 20%

Higher labour costs

0%

Increased competition suppressing pricing power
0%

» Half of Italian respondents saw their operating earnings increase in the last 2 years, also due to overhead reductions, efficiency gains and
price increase. Only 10% of corporates interviewed experienced a profit margin decrease, mainly due to rising material input costs
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Italian and global executives fear increasing competition of new players enabled
by technology

n What do you believe to be the greatest external risk(s) to the growth of your business?

» The risk perceptions for business at a global and Italian level are aligned

Global respondents

Increasing competition from non-traditional competitors enabled by
technology
26%

Geopolitical, trade and tariff uncertainty
N 22Y%

Reqgulatory uncertainty

I 18%

Slowing economy

N 18%

Climate change

N 16%

Italy respondents

Increasing competition from non-traditional competitors enabled by
technology
34%

Geopolitical, trade and tariff uncertainty
I 2 7%
Requlatory uncertainty

N 15%

Climate change

I 14%

Slowing economy

10%
]

The respondents were allowed to select up to 3 responses in order of priority. The percentages are prorated to 100%.

» Inan unprecedented period of lockdown, consumption behaviors are widely impacted, so digital services and e-commerce become
predominant. The biggest threat is perceived to come from disruptive technologies and their use by new competitors

Page 17

Global Capital Confidence Barometer — 22" edition



Page 18 E Global Capital Confidence Baromete 22" editi




Expectations for the M&A market dialled down, but not full stop expected

n What is your expectation for the global M&A market in the next 12 months?

Global respondents

Based on responses before 19t Feb, 2020 Based on responses after 19t Feb, 2020
58% 61%
Improve 92% 92%
I 867 867
35% 30%
Stay the same 7% %
. 14% N 14%
: 7% 9%
Decline | O1(;/0 | &O;A) 1H-2020
0 0
Italy respondents 1H-2019
Based on responses before 19t Feb, 2020 Based on responses after 19t Feb, 2020
63% 94%
Improve 96% 96%
I 92% A 92%
37% 6%
Stay the same 4% 4%
Bl 8% Bl 8%
0% 0%
Decline 0% 0%
0% 0%

Worldwide M&A activity fell 20% year-on-year in terms of number of deals announced in the first quarter of 2020
M&A plans may have to be paused as they search for clarity in crisis. But they will be triggered at some point during the downturn or recovery
The expected decrease in target valuation, driven by mild economic performance during the crisis, may pose interesting consolidation

opportunities in the medium term -
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Further sector consolidation may take place as the economy recovers after the
lockdown phase

n What is your expectation for the domestic M&A market in the next 12 months?

Italy respondents

Based on responses before 19t Feb, 2020

Based on responses after 19t Feb, 2020

e

I R 92% 959‘7% e
mprove -
g I 68% ° R 68% ° DO
42% 39% M 1H-2018
Stay the same 8% 8%
32% I 32%
Decli 5% 0%
ecline oy 0%
- 0% 0%
_ _ _ R Italy M&A activity 2015-1Q2020
»  Executives still expect a high level of M&A activity in Italy, even .
though the Covid-19 emergency has led many processes to be ©
delayed to the post-summer period, interrupted or cancelled = 158 169
» This projection is consistent with market data, recording 93 & 140
announced M&A deals with targets located in Italy in first quarter £ 128 158
2020, with respect to 127 deals in the same period of 2019 = 126 LEE
» The traditional ‘made in Italy’ sectors of industrial machinery and M 2 104
components (36% of total deal number) and consumer goods (17%) M =0 e 166 RSIS 168
remained the most targeted in the first quarter of 2020 - 117
» Momentum fell away as the COVID-19 pandemic took hold and social 1Q 55 157
distancing measures were brought into place. The slowdown is 113 121 = 95
expected to continue as firms look to adjust production and working 2015 2016 5017 5018 2019 2020
practices, and the inevitable economic hit becomes more apparent
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The health emergency has forced many ongoing M&A deals to be interrupted

n Do you expect your company to actively pursue M&A in the next 12 months?

Global respondents

Based on responses before 19t Feb, 2020 Based on responses after 19t Feb, 2020

Yes 59% 54%

Italy respondents
Based on responses before 19th Feb, 2020 Based on responses after 19" Feb, 2020
Yes 4% 55%

vo I 2o I s

Most industries suffered a significant interruption in M&A transactions due to the lockdown measures and declining target performance
Nonetheless, an expected reduction of target valuations may lead to sector consolidation in the tissue of Italian small and medium enterprises
after the summer

» Some anticyclical sectors, such as technology and life science, appear to be less hit by the crisis and remain more appealing to corporate and

financial investors
et
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Bolt-on acquisitions and buying capabilities will accelerate moves into new
products and services

n Will your planned M&A activity be:

Global respondents Italy respondents

Bolt-on acquisitions (complement current business model) Bolt-on acquisitions (complement current business model)
42% 61%

Acquisition of transitional capabilities* Transformative deal**

N 31% N 26%

Transformative deal** Acquisition of transitional capabilities*

N 2 7% I 3%

*Acquisition of transitional capabilities (acquisitions that will change how the
company operates, including digital and new routes to customers)

**Transformative deal (high-value acquisition that significantly changes the size of
acquirer/reshapes business)

» Bolt-ons that complement the existing business and offer an expanded choice of products and services for existing and new customers are
mostly on the corporate radar, especially for medium size Italian corporate buyers
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Greater competition for assets is expected, with private capital expected to be
at the forefront

n Do you expect to see increasing competition for assets in the next 12 months and, if so, from where?

Global respondents Italy respondents
Private capital Corporate buyers
55% 54%
26% 74% 30% 70%
Corporate buyers Private capital
45% 46%
M No Yes

» Executives expect competition for M&A targets to increase, due to the relatively limited availability of actionable targets with
adequate know-how and technological capabilities on the market

»  Private Equity sponsors and alternative equity providers are expected to play a relevant role at global and Italian level in driving sector
consolidation, due to the high level of dry powder still to be invested
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Italian corporates look to diversify their geographical exposure through M&A

Percentage reflects those who intend to actively pursue acquisitions in the next 12 months

Automotive and Financial services Life sciences Manufacturing
transportation

100% 67% 60% 57%

Top 5 investment destinations (includes both domestic and cross-border M&A)

e E—
I 2N N ]
1. France 2. UK 3. Germany 4. Netherlands
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Consumer

38%

<

5. Brazil
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Italian and global Executives believe that M&A will remain an important growth
driver in the '20s

The past decade saw M&A at the heart of business growth with record volumes and values. Do you think deal-
making will continue to play a central role in growth in the 20s?

Global respondents Italy respondents

M&A will remain constant and we will see the same current levels of activity =~ M&A will remain constant and we will see the same current levels of activity

45% 60%
| expect M&A activity to increase even further in the 20s | expect M&A activity to increase even further in the 20s
N 43% I 36%
| expect M&A activity will fall over the next decade | expect M&A activity will fall over the next decade
B 2% B 4%

» M&A activity is expected to increase or, at least, remain constant as a driver of growth for corporates at global and Italian level
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The environmental sustainability represents the biggest challenge in next
decades

Considering the answers given in this survey, which of the following issues will pose the biggest business
challenge in the next decade?

Global respondents Italy respondents
Climate issues and the need for business to make a significant contribution to addressing de- Climate issues and the need for business to make a significant contribution to addressing de-
carbonization carbonization
12% 18%
Income inequality and the need for companies to take a more active role in societal issues Talent constraint - skills gaps, ageing populations, decreased mobility
I 11% I 12%
Talent constraint - skills gaps, ageing populations, decreased mobility Ever increasing speed of technological change
I 10% I 12%
Shifting demographics/uneven global growth Income inequality and the need for companies to take a more active role in societal issues
I 9% I 11%
Ever increasing speed of technological change Shifting demographics/uneven global growth
[ I 9%
Slowing of global economic growth Slowing of global economic growth
I 3% I 8%
Geopolitical uncertainty Another financial crisis > Corporate Executives are mainly
I 7% I 6% challenged by the contribution of

Asset pricing bubbles Insider threats

their business to the environmental

I I 6% \

Regulatory chanoges Cyber-security and cyber terrorism safeguard in the next decade
I Y I 5% .

Populism and prétectiomsm Geopolitical uncertainty » Italian corporates have also to cope
I I 4% with talent constraints, due to the
Another financial crisis ASEEL p”cl;/g sulsles population ageing and difficulties
I Y 4% Lo . )

Cyber-security aond cyber terrorism Populism and protectionism in finding the right skills on the
E— o W market

Insider threats Regulatory changes

I 5% W 1%

The respondents were allowed to select up to 3 responses in order of priority. The percentages are prorated to 100%.
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Capital Agenda — helping you find answers to today's toughest strategic,
financial, operational and commercial questions.

How you manage your Capital Agenda today will define your competitive position tomorrow. We work with clients to create social and economic value by helping
them make better, more-informed decisions about strategically managing capital and transactions in fast-changing markets. Whether you're preserving,
optimizing, raising or investing, our Connected Capital Solutions, supported by an integrated suite of purpose-built technologies and delivered by our global
teams, can help you drive competitive advantage and increased returns through improved decisions across all aspects of your Capital Agenda.

Strateqgy Corporate Buy and Sell and Reshaping
finance integrate separate results
Enabling fast-track Enabling better value | Enabling strategic Enabling strategic Providing trusted
growth and portfolio | creating decisions growth through portfolio leadership in urgent,
strategies that help through deep finance | better integrated management and critical and complex
you realize your full and strategic and operationalized | better divestments situations to rapidly
potential for a better | modeling to optimize | acquisitions, JVs and | that help you solve business
future capital agenda alliances. improve value from a | challenges,
execution, financial sale of an entire sustainably improve
performance and company, carve-out, | results and help you
shareholder return. spin off or JV. reshape for a better
future.

Connected Capital Technologies

Our Connected Capital Technologies are an integrated suite of purpose-built technologies
that help enable our EY professionals to deliver our Connected Capital Solutions by unlocking

the power of data. They bring deeper analysis and faster insights to support better decision-
making around your capital and transaction strategies through to execution, from growth
strategy and portfolio reshaping to M&A, divestiture, post-merger integration and
restructuring.
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EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and advisory services.
The insights and quality services we deliver help build trust and confidence
in the capital markets and in economies the world over. We develop
outstanding leaders who team to deliver on our promises to all of our
stakeholders. In so doing, we play a critical role in building a better working
world for our people, for our clients and for our communities.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK company limited by
guarantee, does not provide services to clients. Information about how EY
collects and uses personal data and a description of the rights individuals
have under data protection legislation are available via ey.com/privacy.

For more information about our organization, please visit ey.com.

About EY’s Transaction Advisory Services

How you manage your capital agenda today will define your competitive
position tomorrow. We work with clients to create social and economic value
by helping them make better, more-informed decisions about strategically
managing capital and transactions in fast-changing markets. Whether you're
preserving, optimizing, raising or investing capital, EY’s Transaction
Advisory Services combine a set of skills, insight and experience to deliver
focused advice. We can help you drive competitive advantage and
increased returns through improved decisions across all aspects of your
capital agenda.

© 2020 EY Advisory S.p.A.
All Rights Reserved

ED None

This material has been prepared for general informational purposes only and is not intended to be
relied upon as accounting, tax or other professional advice. Please refer to your advisors for specific
advice.

ey.com

Contacts

Marco Daviddi

Transaction Advisory Services
Managing Partner
marco.daviddi@it.ey.com
+39 335 8225451

Umberto Nobile

Transaction Advisory Services
Transaction Diligence Leader
umberto.nobile@it.ey.com
+39 335 1230340

Roberto Bonacina
Transaction Advisory Services
Lead Advisory Leader

roberto.bonacina@it.ey.com
+39 335 1381950
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