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before Tax
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CONTRACTS
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HIGHLIGHTS

FCA Bank can look
at the future knowing
that it is able to compete
at international level
and to overcome all the
challenges along the way.
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OVERVIEW • HIGHLIGHTS

A SEMESTER WITH
RECORD RESULTS
Giacomo Carelli
CEO & General Manager

Also the first half of 2017 saw the growing trend in the FCA
Bank Group’s volumes and results that had been observed
in previous periods.

All the business lines
benefited from the positive
effects of the excellent
cooperation with our
commercial partners and the
improvement of Europe’s
macroeconomic picture.

The results achieved for the period under review represent
a record high for the Group, with the end-of-period
outstanding portfolio amounting to euro 22.7 billion (up
9.2% on the comparable amount at year-end) and net profit
of euro 189.7 million (up 30% on the first half of 2016).
All the business lines benefited from the positive effects
of the excellent cooperation with our commercial partners
and the improvement of Europe’s macroeconomic picture.
In the first place, new retail and leasing volumes financed, in
keeping with the growth of the automotive market, reached
euro 5.6 billion. Long-term rental, for its part, was a new
driver of growth, with nearly 56,000 new contracts, thanks
mainly to the private lease area, which delivered excellent
performance in Italy and in the main European countries,
due to the new BE-FREE initiative in cooperation with FCA.
The financing provided for a wide range of insurance
services (approximately euro 250 million in premiums
financed in the first half of 2017) reiterated the role that
FCA Bank is increasingly playing as strategic partner for
the mobility services made available through the dealer
network.

22.7
€/BLN

AVERAGE
OUTSTANDING
PORTFOLIO

The constant improvement of funding conditions, as
witnessed by investors’ strong appreciation for the Group’s
notes (euro 1.5 billion issued in the first half) and the recent
rating upgrade by Fitch (from BBB to BBB+) allowed FCA
Bank to continue to provide attractive terms and conditions
to its customers and constant financing support to the
dealer network.
Also underwriting and credit risk management policies
proved effective, as witnessed by a cost of risk as a share
of the average portfolio that hit a record low (0.25%).
Operating expenses, for their part, showed substantially
improved efficiency compared to the first half of 2016,
settling at 1.24% of the average outstanding portfolio
(approximately 13 bps. lower than the comparable
year-earlier period), pointing to the Group’s attention to
sustainable growth over time.
The first half of 2017 was characterised also by the
launch of a number of innovative mobility-related products
targeted to private customers and the expansion of
the leasing business into markets where the Group is
already operational (Leasys set up branches or took
over companies in Spain, France, United Kingdom and
Germany). The analysis of the data of the first half and the
development of important innovative info-mobility projects
at the pan-European level allow the Bank to be optimistic
about the near term and to be confident about the positive
outlook for the rest of the year.

189.7
€/MLN

NET
PROFIT
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BE-FREE
Paolo Manfreddi
Marketing and Business Development Leasys S.p.A.
The launch of BE-FREE, the
product created by FCA and
Leasys to meet the needs
of retail customers was
undoubtedly a significant
development in the longterm rental industry in Italy
and in Europe.

FCA Bank

in the Brand Digital
Customer Journey
Marcella Merli

Sales & Marketing

The Automotive sector has
been facing deep changes
in recent years.
Digitalization, new
regulations and most
importantly the advanced
needs of customers are
shaking the OEM business
model from its foundations and are driving global
players to revise their retail processes.
In order to keep competing in the current
environment, a Multi-Channel approach is no
longer sufficient: it is necessary to develop an
Omni-Channel strategy, enabling the customer to
access different contents (such as car, financing,
insurance and mobility services), with the same
ease of use and Brand Experience, no matter
what channel he uses.
Read more - pag 40
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Many car leasing companies have been closely
looking for years at the relevance of the retail market
and with BE-FREE Leasys has been able to provide a
clear, simple and extremely attractive mobility solution
for the customer that so far has kept away from the
full service leasing market.
Simplicity and flexibility have been the trump cards
of the formula that, since the launch last autumn,
brought to Leasys 6,000 new customers, most of
whom had never considered full service leasing as an
alternative to purchasing a car.

Read more - pag 42
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Leasys:

an international hub to grow in the rental market
Alberto Sibille

Corporate Affairs

Leasys S.p.A.’s progressive
internationalization, which
started with the set-up of a
branch in Spain at the end of
2016, is a good example of
how a company’s activity can
contribute to the business and
strategies of a large group.
In June 2016, FCA Bank’s board of directors indicated,
among others, that a stronger Long Term Rental
business (LTR) was paramount to achieve growth and
strategic diversification. This in a European car market

where in the past few years the Fleet and RAC (Rent-aCar) channels have been growing much faster than the
Private one, with customers showing an increasingly
marked preference for LTR products.
Eventually, the board and management identified the
manner in which this strategy should be pursued in
Europe, also in light of the fact that the FCA Group is
already operational in certain European markets, with
a number of companies engaged in the fleet and LTR
businesses.

Read more - pag 43
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FINANCIAL TRANSACTIONS:
FUNDING DIVERSIFICATION
THROUGH SECURITIZATIONS
Franco Casiraghi
Deputy General Manager &
Chief Financial Officer

In the first half of 2017, FCA Bank was again very active in
capital markets, with a number of transactions that further
strengthened its liability profile and brought significant
benefits to its cost of funds, both through the issue of
“Euro Medium Term Note” and with the return to the
securitization market.
In the early months of the year, FCA Bank continued to
issue senior unsecured bonds, raising over euro 1.5 billion
between public and private debt placements. In particular,
the euro 800 million public bond issue, maturing in 4.5
years, was finalized in April, with a 1% coupon, the lowest
ever priced by the Group.
On the other hand, after two years, FCA Bank launched
two programs in the public securitization market, A-BEST
11 and A-BEST 12, one right after the other, taking
advantage of a window of opportunity between May
and June and raising over euro 1 billion at an extremely
competitive price.
FCA Bank has been active in securitizations for over 15
years, in public and private placements. More recently,
after the transformation into a bank, FCA Bank has used
the notes as collateral in the ECB’s refinancing operations
known as T-LTRO.

126
€/MLN

SUBORDINATED
TIER 2 			
LOAN

350
€/MLN

CONTO
DEPOSITO
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This shows the strategic importance of the origination of
securitization transactions within the Group.
Following the significant business growth of the past two
years, a plan was set in motion to expand the securitization
platform Group-wide, which made it possible to originate
additional securitization transactions collateralized by
receivables arisen in Italy, Germany and Spain, with the
objective to create new collateral, laying the groundwork
for a return to market transactions.
In particular, with a timing that allowed us to get maximum
benefit from the positive market environment, May saw
the placement of senior notes under A-BEST 11 (German
collateral) for euro 323 million while June witnessed a
placement under A-BEST 12 (Italian collateral) for euro
688 million. The A-BEST 12 announcement, before the
“Global ABS Conference” at the start of June 2017,
made it possible to maximize the significant narrowing
of spreads in the public securitization market, placing
notes at 28 bps over 1-month Euribor, which is the best
yield priced by Italian ABS collateral after the crisis, with
requests in the order book equal to 1.7x the supply of
notes.

All these transactions allowed
FCA Bank to continue to
secure liquidity to support the
business, returning to the public
ABS market and strengthening
the Group’s liquidity and
capitalization.

The re-marketing of A-BEST 12 followed that of A-BEST
11, which had been successfully placed three weeks
earlier with a spread of 20 bps. over 1-month Euribor.
Thus, both issues were priced at a negative yield, thereby
confirming the high quality of our receivable portfolio as
perceived by investors.
Regarding the other transactions completed in the first
half of 2017, attention is called to the renewal of the
syndicated loan in Germany, which was raised to euro
600 million with the simultaneous reduction of its cost,
and other lines of credit from banks for over euro 700
million.
The Conto Deposito continued to grow, reaching euro
350 million.
Lastly, an agreement was finalized on a subordinated
loan for euro 126 million in June which, in addition to
increasing the available funding and representing a further
diversification of funding sources, made it possible to
strengthen the Bank’s capital.
To summarize, all these transactions, which took place
in a period that was still characterized by uncertainty in
the financial markets, allowed FCA Bank to continue to
secure liquidity to support the business, returning to the
public ABS market and strengthening the Group’s liquidity
and capitalization.
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BOARD OF DIRECTORS, BOARD
OF STATUTORY AUDITORS AND
EXTERNAL AUDITORS
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OVERVIEW • BOARD OF DIRECTORS, BOARD OF STATUTORY AUDITORS AND EXTERNAL AUDITORS

BOARD OF
DIRECTORS

ALFREDO ALTAVILLA
ANDREA FAINA
PAOLA DE VINCENTIIS*
ANDREA GIORIO*
GIAMPIERO MAIOLI
BERNARD MANUELLI
RICHARD KEITH PALMER
VALÉRIE WANQUET
DIRECTORS
PHILIPPE DUMONT
CHAIRMAN

GIACOMO CARELLI
CEO AND
GENERAL MANAGER

BOARD OF
STATUTORY AUDITORS

PIERGIORGIO RE
CHAIRMAN

VINCENZO MAURIZIO
DISPINZERI
FRANCESCO PISCIOTTA
STATUTORY AUDITORS

PIETRO BERNASCONI
VITTORIO SANSONETTI
ALTERNATE STATUTORY
AUDITORS

EXTERNAL
AUDITORS

ERNST & YOUNG S.P.A.

*indipendent directors
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2

3

4

1

GIACOMO CARELLI
CHIEF EXECUTIVE
OFFICER & GENERAL
MANAGER
/
RENTAL ITALY
AD INTERIM

5

6

7

8

2

4

6

MAURO AIMETTI
INTERNAL AUDIT

MARTIN STEFFEN LUDING
CREDIT

GIACOMO RISSONE
RISK & PERMANENT
CONTROL

3

5

7

FLAVIO GLORIO
MARIELLA BENEVENUTA
PROCESS GOVERNANCE
COMPLIANCE
& PROCUREMENT
& SUPERVISORY
/
RELATIONS
DIGITAL, DATA GOVERNANCE
& COMMUNICATION
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9

FRANCO CASIRAGHI
DEPUTY GENERAL
MANAGER &
CHIEF FINANCIAL
OFFICER
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11

12

13

14

15

1

8

10

12

14

ALBERTO SIBILLE
CORPORATE
AFFAIRS

ROBERTO PETRIELLO
LEGAL AFFAIRS

MAURIZIO ALBANO
HUMAN RESOURCES

ALAIN JUAN
RENTAL EUROPE
/
FCA BANK ITALIA

9

11

13

15

ANTONIA CASAMASSIMA
INFORMATION
& COMMUNICATION
TECHNOLOGY

MARCELLA MERLI
SALES & MARKETING

GIULIO VIALE
DEALER FINANCING

CARLO VON GUGGENBERG
EUROPEAN MARKETS
& BUSINESS
DEVELOPMENT
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PROFILE OF THE
FCA BANK GROUP

100%
FCA ITALY S.p.A.

50%
FIAT CHRYSLER AUTOMOBILES
Fiat Chrysler Automobiles (FCA), the world’s seventh largest car maker, designs, develops, manufactures and
sells cars, commercial vehicles, components and production systems all over the world.
The Group operates in the automotive market with brands including Abarth, Alfa Romeo, Chrysler, Dodge, Fiat, Fiat
Professional, Jeep, Lancia, Ram, and Maserati, in addition to SRT, a sports division devoted to high-performance
vehicles, and Mopar, a unit that provides post-sale services and spare parts. The Group’s businesses include also
Comau (production systems), Magneti Marelli (components) and Teksid (castings).
In addition, the Group provides financing, leasing, rental and insurance services to support the automotive business
through subsidiaries, joint ventures and arrangements with specialized financial operators. FCA operates through
companies located in 40 countries and has commercial ties with customers in approximately 150 countries.
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100%
50%
CRÉDIT AGRICOLE CONSUMER FINANCE
Crédit Agricole Consumer Finance ranks among the major consumer credit companies in Europe, with a portfolio
of euro 77.2 billion at the end of 2016. It operates in 21 markets, providing a wide range of finance and insurance
solutions and all the main consumer credit services.
As fully-owned subsidiary of Crédit Agricole S.A., one of the largest banking groups in Europe, Crédit Agricole
Consumer Finance has a significant footprint in all its distribution channels and is active in every sector of consumer
credit, including direct selling, point of-sale financing, partnerships and brokerage.
Crédit Agricole Consumer Finance is a key player in vehicle financing and operates in the segment also through
joint ventures with car manufacturers.
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GROUP STRUCTURE AND
GEOGRAPHICAL FOOTPRINT
BANKING GROUP

OTHER COMPANIES

FCA Capital France S.A. (FR) 4
FCA Leasing France SNC (FR)

100%

100%

99.99%

Leasys S.p.A. (IT)
Leasys S.p.A. (Spanish Branch)

5

100%
FCA Automotive Services UK Ltd (UK)

100%

FCA Dealer Services UK Ltd (UK)

100%

FCA Capital Nederland B.V. (NL)

100%

FCA Capital Hellas S.A. (GR) 2 99.99%

Leasys S.p.A. (German Branch)
Leasys UK Ltd (UK) 9

100%

Leasys France S.A.S. (FR) 7

100%

FCA Dealer Services Portugal S.A. (PT)

100%

FCA Capital RE DAC (IE)

99.99%

FCA Insurance Hellas S.A. (GR) 3

FCA Bank GmbH (AT) 1

50%

FCA Leasing GmbH (AT)

100%

NB:

FCA Bank GmbH (Hellenic Branch)

1 FCA Bank GmbH (AT) - Fidis S.p.A. holds 25% while the
remaining 25% is held by CA Consumer Finance S.A.
2 FCA Capital Hellas S.A. (GR) - 1 share is held by individual

FCA Capital Belgium S.A. (BE) 6 99.99%

FCA Capital Suisse S.A. (CH)

3 FCA Insurance Hellas S.A. (GR) - 1 share is held by individual
4 FCA Capital France S.A. (FR) - 6 shares are held by
individuals

100%

5 FCA Leasing France SNC (FR) - Remaining shareholding
interest is held by Leasys France S.A.S.
FCA Bank Deutschland GmbH (DE)
Ferrari Financial Services GmbH (DE)

8

100%

6 FCA Capital Belgium S.A. (BE) - FCA Capital Nederland BV.
holds 0,00067%

50%

7 Effective 24 May 2017 FCA Fleet Services France S.A.S
changed its name to Leasys France S.A.S.

Ferrari Financial Services GmbH (UK Branch)

FCA Capital Danmark A/S (DK)

8 Ferrari Financial Services GmbH (DE) - FCA Bank holds 50%
+ 1 share; remaining shareholding interest is held by Ferrari
Financial Services S.p.A.

100%

9 Starting from June 30, 2017 FCA Fleet Services UK Ltd
changed its name to Leasys UK Ltd.

FCA Capital Danmark A/S (Finland Branch)
FCA Capital Norge AS (NO)

100%

FCA Capital Sverige AB (SE)

100%

FCA Capital España EFC S.A. (ES)

100%

FCA Dealer Serivces España S.A. (ES)

100%

Branch

FCA Dealer Services España (Morocco Branch)
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FCA Capital Portugal IFIC S.A. (PT)

FCA-Group Bank Polska S.A. (PL)

100%

FCA Leasing Polska Sp.Zo.o. (PL)

100%

FCA Capital Portugal IFIC S.A. (PT)

100%

FCA Bank S.p.A. (Irish Branch)

Legal entity

FCA Dealer Services Portugal S.A. (PT)

FCA Dealer Services España (Morocco Branch)
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FCA Bank S.p.A. (Irish Branch)
FCA Capital RE DAC (IE)

FCA Capital Danmark A/S (Finland Branch)
FCA Capital Norge AS (NO)
Ferrari Financial Services GmbH (UK Branch)
FCA Automotive Services UK Ltd (UK)
FCA Dealer Services UK Ltd (UK)

FCA Capital Sverige AB (SE)

Leasys UK Ltd (UK)

FCA Capital Danmark A/S (DK)

FCA Capital Nederland B.V. (NL)
FCA-Group Bank Polska S.A. (PL)
FCA Leasing Polska Sp.Zo.o. (PL)
FCA Capital Belgium S.A. (BE)

FCA Bank Deutschland GmbH (DE)
FCA Capital France S.A. (FR)

Ferrari Financial Services GmbH (DE)

Leasys France S.A.S. (FR)

Leasys S.p.A. (German Branch)

FCA Leasing France SNC (FR)

FCA Bank GmbH (AT)
FCA Leasing GmbH (AT)

FCA Capital Suisse S.A. (CH)

FCA Capital Hellas S.A. (GR)
FCA Insurance Hellas S.A. (GR)
FCA Bank GmbH (Hellenic Branch) (GR)

FCA Bank S.p.A. (IT)
Leasys S.p.A. (IT)

FCA Capital España EFC S.A. (ES)
FCA Dealer Services España S.A. (ES)
Leasys S.p.A. (Spanish Branch)

21

CONSOLIDATED HALF YEAR REPORT JUNE 30, 2017

THE BUSINESS LINES
FCA Bank for
DEALER FINANCING
Dealer Financing, dedicated to the
dealer network, is the business
line through which FCA Bank
has established a footprint in
Europe and to the south of the
Mediterranean basin (in Morocco),
with the objective of supporting
the distribution of passenger and
commercial vehicles, through
different forms of financing suited
to the specific requirements of
dealers.

Typically, dealers borrow to finance their inventories of new and
used cars as well as spare parts. In addition to traditional types
of financing, FCA Bank has a product portfolio characterized by
various solutions designed to meet the dealer’s requirements,
including:

6.6

EURO
BILLION
END OF
PERIOD
PORTFOLIO

• working capital financing, for their short-term
borrowing requirements;
• medium- and long-term financing, provided
to support specific capital expenditures or to
undertake actions intended to improve the
showrooms, often as a result of initiatives
undertaken by the manufacturing partners;

• commercial lending, supporting the sale
of new and used vehicles, usually to large
customers such as rental and leasing companies and large
national and multinational companies.

END OF PERIOD
DEALER FINANCING PORTFOLIO (€/bln)

6.6

6.0
5.4
4.8
3.9

4.0

31.12.2013 31.12.2014 31.12.2015
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31.12.2016

30.06.2016 30.06.2017
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Greece

1

Finland

6

Portugal

END OF PERIOD
BY MARKET DEALER FINANCING
PORTFOLIO (€/mln)
72

Denmark, Sweden
and Norway

113

Switzerland

115

Poland
Netherlands
Austria
Belgium
United Kingdom
Spain and Morocco
France
Germany
Italy

155
173
192
279
397
533
824
1,330
2,388

23

CONSOLIDATED HALF YEAR REPORT JUNE 30, 2017

FCA Bank for
RETAIL FINANCING
Retail business is focused
on the development and the
promotion of financial, leasing
and insurance solutions to the
End Customer.

5,771
EURO
MILLION
NEW
ORIGINATIONS
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RETAIL FINANCING
NEW ORIGINATIONS AND LEASING PORTFOLIO (€/mln)
10,495
8,642
7,163

6,835
5,458

31.12.2013 31.12.2014 31.12.2015 31.12.2016

Greece

27

Denmark and Sweden

33

Poland
Portugal
Netherlands
Switzerland
Austria
Spain
France
United Kingdom
Germany
Italy

5,771

30.06.2016 30.06.2017

RETAIL FINANCING
NEW ORIGINATIONS
AND LEASING PORTFOLIO
BY MARKET (€/mln)

60
89
101
150
193
375
603
739
1,343

2,058
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END OF PERIOD
RETAIL PORTFOLIO (€/bln)
14.0
13.0
11.0
9.8

10.0

31.12.2013 31.12.2014 31.12.2015 31.12.2016

Among the various automotive promotion activities, FCA Bank
develops with its manufacturing partners, on an exclusive
basis, a series of commercial actions and marketing campaigns
to promote low-interest loans and innovative credit structures,
where charges are incurred (in whole or in part) by the
manufacturer or the dealer, so as to provide customers with
adequate financing solutions.

Greece
Netherlands

Poland

152

Austria

158

Portugal

175

Switzerland
Spain and Morocco
France
United Kingdom
Germany
Italy

26

• insurance coverage for death and disability of the beneficiary,
whether permanent or temporary, hospitalization and job loss;
• safety and the protection of the vehicle’s value, such as the
extended warranty, road assistance, theft and fire insurance,
kasko policies and Guaranteed Asset Protection (GAP) in case
of total theft or loss as well as a long series of policies related to
vehicles and their components.

END OF PERIOD
BY MARKET RETAIL
PORTFOLIO (€/mln)

101
127

30.06.2016 30.06.2017

In addition to merely financial products, FCA Bank provides
attractive insurance solutions, in cooperation with prime
international insurers, typically related to:

79

Denmark and Sweden

11.9

277
662
744
1,812
3,186
6,522
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FCA Bank’s insurance and
financing products are
structured so that customers
can meet, with a single
payment, all the costs related
to the ownership and use of the
vehicle.

Most of FCA Bank’s activity is carried out through the dealer
network of the manufacturing partners. Thus, cooperation
with the dealers is one of the key areas in the Group’s
marketing action. In this context, FCA Bank provides several
commercial and marketing tools to support sales, including
(but not limited to):
• Point of Sale systems on web platforms;
• combined Customer Relationship Management (CRM) actions
to increase customers’ loyalty to the brand and the dealer;
• the integration of retail customer financing with dealer financing;
• development of ad-hoc initiatives to accompany the launch of
new models.

FINANCED VOLUMES
BY PRODUCT 1°HALF 2017

16%
PCP

57%
Auto Loans

27%
Leasing
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FCA Bank for
LONG TERM RENTAL
FCA Bank Group operates in the
long-term rental sector, through
its dedicated subsidiaries
(including Leasys S.p.A.), mainly
in seven European countries
(Italy, France, United Kingdom,
Spain, Germany, Denmark and
The Netherlands).

With a view to meeting the requirements of customers
increasingly inclined to adopt complete vehicle management
solutions – with such customers including not just large
companies but also medium and small enterprises, independent
professionals and individuals – FCA Bank provides:

755

NEW LONG
TERM RENTAL
ORIGINATIONS
(€/mln)

• long-term rental products (typically for up
to 60 months);
• fleet management services to operate
third-parties’ vehicle fleets.

In Italy, FCA Bank is leader in this
segment through Leasys S.p.A., a
subsidiary with a multi-channel sale
structure (direct and indirect, captive
and non-captive), with a broad and
comprehensive offering (from rental to fleet management,
to FCA-brand vehicles to multi-brand products) capable
of meeting the requirements of large customers, SMEs,
independent professionals and, recently, individuals.
Moreover, Leasys sells used end-of-lease vehicles under the
Clickar trademark, managing the first virtual auction website
dedicated to professionals of the sector.

NEW LONG TERM
RENTAL ORIGINATIONS (€/mln)
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LONG TERM RENTAL PORTFOLIO
1° HALF 2017 BY PRODUCT
(thousand of units)

17.9
Fleet
management

143.6
Long Term
Rental
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LONG TERM RENTAL
ADDITIONS (thousand of units)

END OF PERIOD
LONG TERM RENTAL PORTFOLIO (€/bln)

85.7

2.1

69.5
54.8

1.7

55.6

54.8

47.6

1.6

1.4
1.3
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COMMERCIAL
PARTNERS
Automotive market
and Fiat Chrysler Automobiles

In the first half of 2017 the automotive market in the countries
in which FCA Bank operates grew by 4%, with 8.1 million
new car registrations for the period. Growth was driven, in
particular, by Poland (up 15%), The
Netherlands (up 14%), Italy (up 9%),
Spain (up 8%) and Austria (up 9%).
FCA registered approximately 668,000
cars in FCA Bank’s geographies,
FCA new
with a 10% volume increase compared
BRANDS’ to the first half of the previous year.
COMBINED FCA brands’ combined market share
MARKET was overall 8.2%, or even up 0.4%
SHARE compared to the same period of 2016.
The first half of 2017 was characterized
by the commercial launches of Jeep Compass, Alfa Romeo
Stelvio, Fiat 500 Mirror and Fiat Nuova 500 L.

8.2 %

FCA Bank for
Jaguar Land Rover

FCA Bank S.p.A. cooperates with Jaguar Land Rover in 9
European markets, providing dealer, leasing and retail financing.
Jaguar Land Rover achieved significant results in the first half
of 2017, with over 55,000 deliveries at period
end (up 4% on 2016).
In the first half 2017 FCA Bank’s penetration
has increased up to 38.9% (up 5.4 p.p. on
THOUSAND 2016).
The first half of 2017 was characterized by
DELIVERIES the commercial launch of All New Land Rover
AT PERIOD Discovery, and by the reveal of Range Rover
END Velar during the motorshow of Ginevra.
With this commercial performance, along
with the support to the dealer network, total financing related to
the prestigious British brands accounted for 15% of the overall
portfolio at year-end.

55

FCA Bank for Maserati

In the European Markets where FCA Bank operates, Maserati
performed 4,900 deliveries in the first half of 2017 (up 77% on
2016).
FCA Bank’s commercial penetration settled at 34.8% of Maserati’s
new car registrations with total financing of euro 121 million (up
28.1% compared to 2016).

FCA Bank for Ferrari

FCA Bank’s commercial penetration as a share of total Ferrari car
registration was 29.4%, with financed volumes in the amount of
euro 220 million.

FCA Bank for Erwin Hymer Group

The cooperation project with EHG, which started in 2015, saw
during the first half of 2017 financed volumes in the amount
of euro 52.5 million in all the markets where the partnership is
operational.
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SUBORDINATED
TIER 2 LOAN

OTHER
SIGNIFICANT EVENTS

On 28 June 2017 FCA Bank S.p.A. obtained a euro 126
million 10-year subordinated loan from Crédit Agricole
Consumer Finance S.A.. This is the first Tier 2 debt instrument
issued by the Bank, to strengthen own funds and to improve
their composition.

With effect from 1 January 2017, the cross-border agreement
was completed by the merger of FCA Capital Ireland Plc into
FCA Bank S.p.A.. As of 1 January 2017 the merger took effect
also for tax and accounting purposes. As of this date, FCA
Bank S.p.A. operates in Ireland through a branch.

LEASYS
INTERNATIONALIZATION

1 January 2017

The cross-border agreement was completed
by the merger of FCA Capital Ireland Plc
into FCA Bank S.p.A.

In view of the internationalization of its wholly-owned
subsidiary Leasys S.p.A., in the first half of 2017 FCA Bank
S.p.A. transferred its subsidiaries engaged in the long-term
rental business to Leasys S.p.A..
As a result of this transfer, now Leasys S.p.A. has full
ownership and control of Leasys UK Ltd. and Leasys France
S.A.S.
Lastly, to expand its European footprint, Leasys S.p.A. set up
a branch in each of Spain and Germany, which commenced
operations in June and July 2017, respectively.

June and July 2017
Leasys S.p.A. set up a branch in
each of Spain and Germany to
expand its European footprint
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COMMERCIAL POLICIES
FCA BANK:
A CUSTOMER – ORIENTED COMPANY
FCA Bank’s mission is to support
the sales of cars and commercial
vehicles manufactured by the
industrial partners, through the
development of consumer credit
and rental, financial support to the
dealer network and granting credit
facilities for companies to manage
their corporate fleets.

The marketing policies adopted to meet consumers’ and the
distribution networks’ requirements are based on the Bank’s ability
to adapt its offering to the manufacturer’s strategies, starting from
the development of the financial product to its promotion and
distribution in the marketplace.
Following the guidelines agreed with the manufacturing partners,
FCA Bank develops and manages products and processes
related to the company’s three main lines of business: Financing
to Dealer Networks, Financing to End Customers and Long-Term
Rental.
In this way, the marketing policies are based on the adaptation
of the financial offer to meet the needs of consumers and of the
distribution network, starting from product development up to its
promotion and distribution in the market.

52%

All these activities are driven by a clear
mission: to put at the center of every
initiative the end customer and the dealer.
In a perspective of continuous
RETENTION improvement, FCA Bank has developed
RATE over the years sales processes
management during the loan cycle and
re-contacting during the contract renewal, all oriented to the
satisfaction of the customer. The very good results in this field are
demonstrated by the excellent levels achieved in key customer
satisfaction indicators.
In fact, in the major markets in which FCA Bank operates, the
retention rate confirms the growth of previous year, reaching 52%
(New Car Buyer Survey 2016), this means that more than half of
those who had purchased a vehicle of the FCA Group through
financing provided by FCA Bank, subsequently bought another
vehicle of the Group. This percentage is above the retention rate
seen in the case of customers who had used other forms of
payment.
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Furthermore, since 2003 FCA Bank has developed a
comprehensive market research system, regularly conducted on
customers and dealers. This system provides about 10 different
surveys annually, that allow for tracking the attractiveness
and quality of FCA Bank’s offering, as it is perceived by the
customers and the dealer network, throughout the entire
customer lifecycle, starting with the potential prospects
(Concept Testing), up to those who have come to the end of the
loan agreement (End of Contract Survey).

In this context, the Customer Satisfaction Survey and Dealer
Satisfaction Survey are among the most established tools that
FCA Bank uses to continuously monitor the satisfaction of its
customers. The 2016 data confirm a steady improvement in
the overall assessment, with scores well above the positive
threshold: the average satisfaction in the main markets always
results above 4, on a scale from 1 to 5, for both the end
customer and the dealer.
Ultimately, customer satisfaction is an increasingly important
tool for FCA Bank in choosing its priorities and in assessing
the corporate policies, by portraying and highlighting the
expectations of its customers. Understanding and anticipating
even the latent needs of the customers is a constant stimulus,
strategically, to the innovation and definition of new and better
financial products and services.
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EQUITY

KEEP WITH
APPLICABLE
LAWS

TRANSPARENT
RELATIONSHIPS
CONTINUE
TRAINING
MONITORING
CUSTOMER
SATISFACTION
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SUSTAINABILITY
IN THE FCA BANK GROUP
FCA Bank is aware that, to
remain highly competitive and
to build long-term relationships
with customers, a finance
company should carry out its
activities taking into account
the relevant economic,
environmental and social
impacts, in keeping with a
sustainable growth framework.

FCA Bank is committed to providing its customers with
responsible access to credit based on the principles of fairness,
responsibility and care – on the basis of adequate terms
and conditions – through transparent and understandable
relationships, in keeping with applicable laws.
To this end, FCA Bank makes available, on websites of
the markets in which it operates, financial tools that allow
customers to calculate their instalment loan payments and to
develop independently the loan amortization schedules that
best suit their needs, recommending also the most adequate
car model.
More recently - together with the development of the electronic
platform to collect and manage retail savings, through the
“Conto Deposito” product - FCA Bank made available to its
Italian customers a simple and intuitive application to calculate
with a few clicks the return on several saving plans offered.
The FCA Bank Group has also introduced in the training
programs for its own employees and for the dealers’
salesforces a specific module on the sustainability of
responsible credit, based on the principles of the European
Coalition for Responsible Credit (ECRC). During the training
sessions, employees are constantly made aware of the need
to use clear and understandable language in providing financial
services.
Furthermore, to check and improve constantly the effectiveness
of the training activities carried out, and to identify customers’
expectations and requirements so as to improve relations with
them, FCA Bank has introduced in the survey on customer
satisfaction a section devoted to monitoring processes and
behaviors adopted by salespeople, in relation to transparency
and fairness as perceived by customers.
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FCA BANK IN THE BRAND
DIGITAL CUSTOMER JOURNEY
Marcella Merli

Sales & Marketing

The Automotive sector has been facing deep changes in recent
years.
Digitalization, new regulations and most importantly the advanced
needs of customers are shaking the OEM business model from
its foundations and are driving global players to revise their retail
processes.
In order to keep competing in the current environment, a MultiChannel approach is no longer sufficient: it is necessary to develop
an Omni-Channel strategy, enabling the customer to access different
contents (such as car, financing, insurance and mobility services),
with the same ease of use and Brand Experience, no matter what
channel he uses.
FCA Bank is driving this transition, offering the Brands the
fundamental tools to place themselves among the most innovative
and cutting-edge OEMs in Customer Experience management.
While looking for a vehicle, potential customers spend up to 10 hours
searching online to collect information. The offer of FCA Bank, for a
long time part of the Brands’ websites, is now even more effective
thanks to the complete integration in the Car Configurators: the
financial instalment is always visible next to the price of the vehicle
while the customer is designing it and it is automatically updated any
time the user selects any option.

TO KEEP COMPETING
IT IS NECESSARY
TO DEVELOP AN

Omni-Channel
strategy
The Digital
“Revolution” is
becoming a reality and
FCA Bank is searching
and providing flexible
and cutting-edge
solutions to lead this
revolution.
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This is possible thanks to the real-time
connection between the OEM systems and
FCA Bank’s and to a robust updating and
maintenance process that involves FCA Bank
people in 13 European markets, ensuring that
the financial offers agreed with the Brands are
online within a few days.

The End of Contract management is based
on the same level of system integration: when customers whose
contracts are expiring are contacted with dedicated financial offers,
promoting their Loyalty to the Brand.
Through FCA Bank systems, the financial information of each
customer is safely stored, while the link with the Brands’ systems
allows the integration of the management of these leads in the
process the Dealer uses to contact customers.
The integration does not stop here: Dealer Websites, Certified Used
Portals, “around the car” configuration on tablet, are just some of
the examples of the environments in which FCA Bank is developing
innovative tools to enhance the Customer Brand Experience in finding
the financial solutions most suited to their own needs.
The Digital “Revolution” is becoming a reality and FCA Bank is
searching and providing flexible and cutting-edge solutions to lead
this revolution.
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Paolo Manfreddi

Marketing and Business Development Leasys S.p.A.

The launch of BE-FREE, the product created by FCA and
Leasys to meet the needs of retail customers was undoubtedly
a significant development in the long-term rental industry in Italy
and in Europe.
Many car leasing companies have been closely looking for years
at the relevance of the retail market and with BE-FREE Leasys
has been able to provide a clear, simple and extremely attractive
mobility solution for the customer that so far has kept away from
the full service leasing market.
Simplicity and flexibility have been the trump cards of the formula
that, since the launch last autumn, brought to Leasys 6,000 new
customers, most of whom had never considered full service
leasing as an alternative to purchasing a car.
BE-FREE, which had initially been conceived for an iconic car
such as the Fiat 5oo, owes its success to its attractive pricing,
technological completeness and rapidity: a fixed monthly
payment inclusive of VAT for 48 months, without any downpayment, which covers 60,000 km., civil-liability insurance,
road tax, roadside assistance, an infomobility system and the
management via smartphone of all the services through Leasys
App. As a further benefit – and to reassure the customers – there
is also the possibility to return the car starting from the 13th
month, without any early termination penalty.
The BE-FREE initiative has been met with great success from the
start, thanks also to the TV communication campaign created for
the launch. This helped to build traffic in FCA dealers that for the
first time began marketing and selling leasing products to private
clients nationwide.
Besides, there is no other product that can compare in the Italian
market, in terms of competitiveness and access, in the provision
of such a great peace of mind. The same peace of mind that
Leasys wanted to give freelancers by launching, in February, BEFREE PRO and creating for this target a comprehensive formula
for a wider range of Fiat, Alfa Romeo and Jeep brands and more
kilometres. BE-FREE PRO provides simplicity and flexibility and
can rapidly meet the requirements of freelancers, who seek
attractive pricing and added value for their activities. Leasys
gave both retail customers and freelancers the chance to choose
a “plus” version of the product, which includes greater protection,
such as collision, theft and fire insurance, routine and non-routine
maintenance and, for freelancers alone, a set of tyres. The results
are telling us that, today, the most successful package is the allinclusive one, which frees the customer from any type of burden.
Obviously, the success of BE-FREE – and its positioning among
advanced mobility solutions – was fostered, since the end
of March, by the launch of BE-FREE for retail customers on
Amazon, the first time ever for a car leasing product to be offered
on the main e-commerce platform.

42

An aggressive product, also in terms of pricing, with a
promotion that, compared to the standard product, made
obtaining a new form of mobility with a click even more
appealing. Also in this case the role of the dealers was
paramount, as customers do have to walk into one of them to
pick up the car and to complete the paperwork. Most of our
Amazon customers are Millennials, with a significant share of
under 25.
Also the idea to put BE-FREE on Amazon is consistent with
Leasys new claim of being Mobility Pioneer, capable of being
the first to offer innovative mobility solutions and anticipating
customers’ new needs. Research shows that 50% of the Italian
people state that they are willing to choose a car online, but
prefer to collect it at the car dealership.
Leasys is a “mobility pioneer” also in the European countries
where has begun a broad-based internationalization process.
In fact, after establishing a foothold in Spain, France, United
Kingdom and Germany, Leasys is now planning to open in the
next few months in Belgium and the Netherlands. This project
is in keeping with the larger growth and diversification strategy
of the FCA Bank Group, which aims to increase its market
share also thanks to the new FCA product range.
In every market will be launched Leasys mobility solutions and
BE-FREE will be a beachhead of the Leasys offering. In France,
BE-FREE and BE-FREE PRO are and will be at the centre of
an ad hoc communication campaign. The objective is to have
innovative offerings for retail customers in all the market where
Leasys will set up shop.
BE-FREE is the product that will be used in every market, in
order to perceive the company as Mobility Pioneer: not just a
car leasing company but a leading actor of the new mobility.
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LEASYS:
AN INTERNATIONAL HUB
TO GROW IN THE RENTAL MARKET
Alberto Sibille

Corporate Affairs

Leasys S.p.A.’s progressive internationalization, which started with the
set-up of a branch in Spain at the end of 2016, is a good example of how
a company’s activity can contribute to the business and strategies of a
large group.
In June 2016, FCA Bank’s board of directors indicated, among others,
that a stronger Long Term Rental business (LTR) was paramount to
achieve growth and strategic diversification. This in a European car market
where in the past few years the Fleet and RAC (Rent-a-Car) channels have
been growing much faster than the Private one, with customers showing
an increasingly marked preference for LTR products.
Eventually, the board and management identified the manner in which this
strategy should be pursued in Europe, also in light of the fact that the FCA
Group is already operational in certain European markets, with a number
of companies engaged in the fleet and LTR businesses.
Given that the Group intends to pursue a more direct management of the
business, a decision was made to change the status quo. In fact, instead
of maintaining and increasing a constellation of local stable organizations
on a stand-alone basis, plans have been made to create an actual
European rental hub, which could leverage Leasys’s successful expertise,
by placing the Italian subsidiary at the helm of the hub and allowing it to
create an organization dedicated to the specific business.
This will also make it possible to adopt an overarching and coordinated
approach to the management of the Rental activities and product
portfolio, to achieve synergies, especially following the centralization of
service and back-office activities, and to support and transfer knowledge
to markets where FCA Bank either has a weak positioning in the business
or is not yet operational.

Leasys S.p.A.’s
progressive
internationalization is
a good example of how
a company’s activity
can contribute to the
business and strategies
of a large group.

The creation of the rental hub, approved by the boards of directors of the
parent company and Leasys in mid-2016, requires specific actions that
are not necessarily equal to one another but that need to be approved
from time to time by FCA Bank’s board, on the basis of the results
obtained and the level of profitability and pay-back of the business plans
already prepared.
The manners in which the company will be present in the various markets
are determined on the basis of cost-benefit analyses which involve all the
business and support functions of the company. Thus, since the start of
operations by Leasys S.p.A.’s Spanish branch, at the end of May Leasys
acquired from FCA Bank S.p.A. Leasys France s.a.s (formerly FCA Fleet
Services France s.a.s.) and FCA Fleet Services UK Ltd., which will change
its name to Leasys UK Ltd.. Leasys is opening, or will shortly open, two
additional branches, one constituted in July in Frankfurt, Germany, and
one in Brussels, Belgium.
The acquisition of companies, especially within the same group, is
relatively simple. The opening of branches requires registration steps and,
sometimes, more complex and comprehensive authorizations. The project
will continue with the opening of a branch in the Netherlands and new
actions in 2018, which are currently being explored.
43

CONSOLIDATED HALF YEAR REPORT JUNE 30, 2017

BUSINESS VOLUMES
HALF YEAR 2017
FCA Bank operates in 17 European
markets and in Morocco, and is
the partner of reference for all
financing requirements of dealers
and customers of Fiat Chrysler
Automobiles (for the brands
Fiat, Lancia, Alfa Romeo, Fiat
Professional, Abarth, Maserati,
Chrysler and Jeep), and, in 9
European countries, of Jaguar
and Land Rover.

Starting in 2015, the Bank is also the financial partner of the
prestigious Ferrari brand as well as the German industrial group
Erwin Hymer, Europe’s largest camper and caravan maker.
The Group’s business volumes are related to trends in the
European car market, which, overall, saw 8.1 million new car
registrations in the first half of 2017, up 4% on first half of 2016.

5.1

BILLION
FINANCING
PROVIDED
IN RELATION TO
FCA VEHICLES

In the first half of 2017, new financing
provided by the FCA Bank Group
amounted to euro 6.5 billion, including
long-term rentals.
Out of all the financing provided, purchases
of Jaguars and Land Rover (JLR) vehicles
accounted for euro 1 billion (up 23% on
first half of 2016).

YEARLY ORIGINATIONS
(€/mln)
11,619
9,572

7,810

7,633
6,232

31.12.2013 31.12.2014 31.12.2015
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Total financing provided in relation to FCA vehicles reached
euro 5.1 billion in first half of 2017 (in line with the first half of
2016).
In the first half of 2017, FCA Bank S.p.A. supported the
registrations of FCA with a commercial penetration (registrations
of new financed vehicles / total registrations in the relevant
Markets) in the amount of 42.8%. The commercial penetration
on all Brands was 42.5%.

TOTAL PENETRATION

45.6%
39.7%

46.7%
42.5%

42.2%

31.12.2013 31.12.2014 31.12.2015

31.12.2016

30.06.2017
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FINANCIAL STRATEGY
FINANCIAL TRANSACTIONS:
FUNDING DIVERSIFICATION THROUGH SECURITIZATIONS
In the first half of 2017,
financial markets continued to
be highly volatile, confirming
the need to shore up the
Group’s capital structure.
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Against this backdrop, the FCA Bank Group continued not only
to rely on the availability of short- and medium-term funding by
CA Consumer Finance, the banking shareholder, but also to be
active in capital markets. In fact, in April it issued a 4.5-year senior
unsecured note in the amount of euro 800 million, with a fixed
rate and a coupon of 1.000%, under the Euro Medium Term Note
program. Thanks to a timely execution,
and despite the cited market volatility, this
was the best placement ever by the Group
in the Eurobond market, in terms of cost.
EURO In the same period, the Group finalized
MILLION three additional private bond placements
a total amount of euro 720 million.
AGREEMENT for
These issues were completed at extremely
FOR A TERM LOAN competitive interest rates, considering the
FACILITY TIER II yield curve in the secondary market.
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In addition to refinancing over euro 400 million in bilateral lines
of credit, and activating new ones for over euro 300 million, in
April FCA Bank extended – for an additional three years and
by raising the amount to euro 600 million – the syndicated loan
provided to FCA Bank Deutschland GmbH, showing once
again the bank’s strength and credibility in the single European
countries in which it operates.
In parallel, during the six months under review, FCA Bank
increased the portion of funding from securitization activities,
as it returned to this market, after two years, with the public
placement of two issues, under A-BEST 11 and A-BEST
12, one right after the other, raising over euro 1 billion at an
extremely competitive price.
In particular, with a timing that made it possible to get maximum
benefit from the positive market environment, May saw the
placement of senior notes under A-BEST 11 (German collateral)
for euro 323 million while June witnessed a placement under
A-BEST 12 (Italian collateral) for euro 688 million, placing notes
at 28 bps. over 1-month Euribor, which is the best yield priced
by Italian ABS collateral after the crisis, with requests in the
order book equal to 1.7x the supply of notes.

The re-marketing of A-BEST 12 followed that of A-BEST 11,
which had been successfully placed three weeks earlier with a
spread of 20 bps. over 1-month Euribor.
Thus, both issues were priced at a negative yield, thereby
confirming also the high quality of our receivable portfolio as
perceived by investors.
The new savings product, Conto Deposito, developed by FCA
Bank, continued to grow in Italy, reaching over euro 350 million in
total inflows.
Lastly, in June 2017, the shareholders – FCA Italy and CA
Consumer Finance – finalized an agreement for a term loan facility
Tier II for an initial amount of euro 126 million, to strengthen the
Group’s capital.
All these refinancing transactions allowed FCA Bank to continue
to secure liquidity to support the growing business, by diversifying
the funding sources and reducing the liquidity risk.

INTEREST RATE TRENDS
(2-year Euro swap rate)
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The Treasury function manages the Group’s cash and financial
risks, in accordance with the risk management policies set by the
Board of Directors.
The Group’s financial strategy is designed to:
• maintain a stable and diversified structure of funding sources;
• manage liquidity risk;
• minimize the exposure to interest rate, currency and
counterparty risk, within the framework of small and preestablished limits.
In the first half of 2017, Treasury raised the debt capital necessary
to fund the Group’s activities, improving the cost of funding and,
consequently, the interest spread.
The most important activities completed in the first half were:
• a public bond issue for a total amount of euro 8,000 million;
• three private note placements for a total amount of euro 720
million;
• renewal of the syndicated loan in Germany for euro 600 million;

1,000

EURO
MILLION
NOTE ISSUES
A-BEST ELEVEN
AND A-BEST
TWELVE

• refinancing of bilateral lines of credit
for use by different group companies
for a total of over euro 700 million;
• public placement of two note
issues, relating to the securitizations
of retail receivables originated in
Germany and Italy known as A-BEST
Eleven and A-BEST Twelve, for a total
amount of over euro 1,000 million.

At 30 June 2017, the financial structure was as follows:
• borrowings from Crédit Agricole Consumer Finance and
Cariparma (Crédit Agricole Group) equal to 12%;
• borrowings from banks and other lenders equal to 19%;
• bonds issued in connection with securitization transactions and
placed with investors, equal to 16%;
• loans received from the European Central Bank in connection
with the TLTRO programme and collateralized by bonds issued
in connection with securitization transactions equal to 8%;
• Notes issued under the EMTN programme accounting for 34%;
• Time deposit equal to 1%;
• equity equal to 10%.

FUNDING SOURCES
Time Deposit

26%

26%

Central Bank
Crédit Agricole Group

14%

Market

26%

20%
25%

Securitisation
Third Parties

22%

8%

15%

1%
8%
13%

13%

1%
8%
12%

28%

34%

34%

34%

16%

16%

16%

5%

17%

17%

24%

18%

18%

19%

12%

11%

10%

11%

10%

Equity

12%
31.12.2013
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The chart shows the progressive solidification of the strategy
to diversify funding sources over the years. In particular, the
banking license obtained in 2015 allowed us to draw support
from the European Central Bank which, together with the
launch of the “Conto Deposito” product, constitutes an
additional step toward diversification.

FINANCIAL
RISK MANAGEMENT

FCA BANK PROGRAMMES
AND DEBT ISSUANCES

Interest rate risk management policies, which are intended to
protect interest spreads against any change in interest rates,
are designed to match the maturity profile of the liability side
(determined on the basis of the interest rate reset dates) with
the maturity profile of the financing portfolio.

FCA Bank’s debt issuances are organized through:

Maturity matching is achieved also through liquid derivative
instruments, such as interest rate swaps and forward rate
agreements (the Group’s risk management policy only allows
the use of “plain vanilla” instruments, shunning, for example,
any structured/exotic derivatives).
The strategy pursued during the year required a full and
constant hedge against interest rate risk, by offsetting the
effects of changes in interest rates.
In terms of currency risk, it is the Group’s policy not to hold any
position in foreign currency. Therefore, portfolios in currencies
other than the euro are match-funded by currency. In some
cases, where this is not possible, the same result is obtained
via foreign exchange swaps (the Group’s risk management
policy permits the use of foreign exchange transactions only
for hedging purposes).
Counterparty risk is minimized, according to the criteria set out
by the Group’s risk management policies, through operating
activities with banking counterparties of primary standing, the
use of very-short-term investment instruments and, in relation
to derivative products, the use of standardized contracts
(ISDA).

10.0

EURO
BILLION
AMOUNT
PROGRAMME
EURO MEDIUM
TERM NOTE

• the Euro Medium Term Note (EMTN)
program, with FCA Bank S.p.A. as Issuer,
through its Irish branch. As of 30 June 2017
the programme has a maximum aggregate
nominal amount of notes of euro 10.0 billion,
of which approximately euro 7.8 billion is
outstanding and listed in the Irish Stock
Exchange – details in the following table.
The debt issuances are assigned the longterm rating of FCA Bank S.p.A. by Moody’s,
Fitch and Standard & Poor’s.

• stand-alone domestic bonds denominated in Swiss Francs
where the Issuer is FCA Capital Suisse S.A. and the Guarantor
is FCA Bank S.p.A..
As of 30 June 2017 there are two debt issuances outstanding
for a total of CHF 225 million – details in the following table.
At the issuances has been assigned a long-term rating of FCA
Bank S.p.A. by Moody’s and Fitch.
• a domestic bond programme in Polish Zloty where the Issuer is
FCA Group Bank Polska S.A. and the Guarantor is FCA Bank
S.p.A..
As of 30 June 2017 the programme has a maximum aggregate
nominal amount of notes of PLN 500 million, of which PLN 80
million of bonds issued – details in the following table.
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FCA BANK PROGRAMMES AND ISSUANCES
Instrument

ISIN

Market

Settlement
Date

Maturity
Date

Amount
(Mln)

FCA Bank S.p.A. - Irish Branch

Public

XS0982584004

EUR

17/10/2013

17/10/2018

750

FCA Bank S.p.A. - Irish Branch

Public

XS1021817355

EUR

27/01/2014

26/01/2018

750

FCA Bank S.p.A. - Irish Branch

Public

XS1057487875

EUR

17/04/2014

17/04/2019

750

FCA Bank S.p.A. - Irish Branch

Public

XS1111858756

EUR

23/09/2014

23/10/2019

750

FCA Bank S.p.A. - Irish Branch

Public

XS1220057472

EUR

17/04/2015

17/04/2020

700

FCA Bank S.p.A. - Irish Branch

Public

XS1220057043

EUR

17/04/2015

17/10/2017

300

FCA Bank S.p.A. - Irish Branch

Private

XS1292654420

EUR

18/09/2015

18/09/2017

120

FCA Bank S.p.A. - Irish Branch

Public

XS1321405968

EUR

13/11/2015

13/06/2018

500

FCA Bank S.p.A. - Irish Branch

Public

XS1383510259

EUR

23/03/2016

23/09/2020

500

FCA Bank S.p.A. - Irish Branch

Private

XS1416409339

EUR

23/05/2016

23/01/2019

161

FCA Bank S.p.A. - Irish Branch

Public

XS1435295925

EUR

21/06/2016

21/01/2021

500

FCA Bank S.p.A. - Irish Branch

Private

XS1444136953

EUR

12/07/2016

12/01/2018

100

FCA Bank S.p.A. - Irish Branch

Public

XS1497682036

GBP

29/09/2016

29/09/2021

400

FCA Bank S.p.A. - Irish Branch

Private

XS1503012038

EUR

12/10/2016

12/02/2019

200

FCA Bank S.p.A. - Irish Branch

Private

XS1587236545

EUR

27/03/2017

27/03/2019

240

FCA Bank S.p.A. - Irish Branch

Private

XS1588053592

EUR

27/03/2017

27/03/2019

240

FCA Bank S.p.A. - Irish Branch

Public

XS1598835822

EUR

13/04/2017

15/11/2021

800

FCA Capital Suisse S.A.

Public

CH0248542877

CHF

25/07/2014

25/07/2017

125

FCA Capital Suisse S.A.

Public

CH0326371413

CHF

29/06/2016

29/11/2021

100

FCA-Group Bank Polska S.A.

Private PLFTBNP00022

PLN

03/06/2016

03/12/2019

80

Issuer
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RATING
In the first half of 2017, the rating agencies confirmed, or took
action to upgrade, FCA Bank’s rating, on the basis of the
Group’s continuing positive results.
• Fitch upgraded its long-term rating to BBB+ (Stable Outlook)
on 31 May 2017;
• Moody’s confirmed its Baa1 long-term rating (Stable Outlook)
and the rating on long-term deposits to A3 (Negative Outlook)
on 19 June 2017.
• Standard & Poor’s has had a BBB- rating (Stable Outlook)
since its last action on 19 May 2016.

Rating Long
Term

Outlook

Rating Short
Term

Rating Deposits
Long Term

Outlook

Date

Baa1

Stable

P-2

A3

Negative

19/06/2017

Fitch

BBB+

Stable

F2

--

--

31/05/2017

Standard & Poor's

BBB-

Stable

A3

--

--

19/05/2016

Entity
Moody's
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COST OF RISK
AND CREDIT QUALITY
Cost of Risk

Acquisition and management instruments adopted by the Group
in order to assure a good quality portfolio and in order to easily
and timely discover potential deteriorate portfolio performances
have been effective.

The traditional attention paid to underwriting new credit
allowed the Group to build a high quality portfolio, which has
been delivering excellent and constantly improving results over
the past few years.
It is noted that as early as 2014, the cost of risk settled at precrisis levels, down from the peaks reached in the 2009-2011
three-year period.
Against a backdrop of gradual recovery of both the economy
and the labour market in the euro area, the cost of risk for the
period was still lower than in 2016.
The European economic growth and the prudent policy related
to the acquisition of new contracts, linked with focused actions
aimed at debt collection, had positive impact on the portfolio
trend.

Cost of Risk (€/mln)
Cost of Risk (%)

0.59%

0.76%

0.93%

0.89%

0.91%

0.78%

0.75%
0.57%

145

145

0.44%

0.32%

0.25%

144

117

116

109

87

83
70

2007

0.30%

2008

2009

2010

2011

2012

2013

2014

2015

55

2016

28

27

1S 2016

1S 2017
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Scoring models to evaluate
“Retail” credit risk

To evaluate the creditworthiness of retail in the credit analysis
phase, the FCA Bank Group uses statistical models (scorecards)
to measure credit risk. The models are one of the main
evaluation factors to estimate the risk probability associated with
the customer/application and the ensuing rejection or approval,
through the application of cut-offs.
All credit analysis processes use scorecard as decision-making
drivers. In fact, in addition to the application of standard
rules to analyze creditworthiness (such as control of external
negative events, internal risk status, etc.), a score is the result
of a process that evaluates in a transparent, structured and
consistent manner all the economic, financial, trend and
qualitative information related to a customer.
FCA Bank adopted an organizational model designed to
improve the level of the Parent Company’s service to the other
Group companies. Within the scope of this service, the credit
central function is responsible, for all the markets, to:
• coordinate the development and maintenance of credit
evaluation models;
• ensure the constant and continuous monitoring of their
performance;
• guarantee compliance with Group procedures and policies in
relation to scoring.
To develop scoring models in every market, FCA Bank
cooperates with reliable firstlevel partners, companies that are
leaders in their industry, with adequate expertise and use of
rigorous and advanced statistical methods.
The activities carried out to upgrade scoring models lead to a
continuous process to improve risk metrics.
From a quantitative point of view, 9 scorecards have been
updated during 2016, all of them belonging to the retail
perimeter (1 in France, 1 in Netherlands, 2 in Poland, 2 in Italy)
while in the first semester 2017 other 2 scorecards have been
developed; moreover, for other 7 development is currently on
going (2 in Spain, 2 in Italy, 2 in Germany and 1 in Austria).
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Rating models to evaluate
“Corporate” risk

The evaluation of “corporate” credit risk is based on the
comprehensive use in combination of two systems, developed in
cooperation with the technical functions of the two shareholders.
The first, which is called CRISP, is designed to evaluate the
borrower’s asset profile.
The second, called ANADEFI, emphasizes instead the
counterparty’s earning power and highlights the probability of
default.
It is worthy of note that the cut-off for the individuals’ scorecards
and the operational mechanisms to use the rating systems for
corporate counterparties fall within the purview of the Board of
Directors, which sets specific guidelines to be implemented by
management in the day-to-day operational activity.
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CREDIT QUALITY
(Item 70 - Loans and receivables with customers) (€/thousand)
30/06/2017

31/12/2016

Gross
exposure

Allowance
for loan and
lease losses

Net
exposure

Gross
exposure

Allowance
for loan and
lease losses

Net
exposure

- Non-performing

108,601

(87,790)

20,811

115,679

(92,007)

23,672

- Probable defaults

134,336

(34,672)

99,664

142,650

(30,844)

111,807

40,523

(19,509)

21,014

39,772

(20,183)

19,588

283,460

(141,971)

141,489

298,101

(143,034)

155,067

PERFORMING LOANS

20,121,498

(139,502)

19,981,996

18,540,561

(139,732)

18,400,829

TOTAL

20,404,958

(281,473)

20,123,485

18,838,662

(282,766)

18,555,896

DESCRIPTION

- Past-due/overlimit loans
NON-PERFORMING LOANS

30/06/2017

31/12/2016

Gross
exposure
weight

Net
exposure
weight

Coverage
ratio

Gross
exposure
weight

Net
exposure
weight

Coverage
ratio

- Non-performing

0.53%

0.10%

80.84%

0.61%

0.13%

79.54%

- Probable defaults

0.66%

0.50%

25.81%

0.76%

0.60%

21.62%

- Past-due/overlimit loans

0.20%

0.10%

48.14%

0.21%

0.11%

50.75%

NON-PERFORMING LOANS

1.39%

0.70%

50.09%

1.58%

0.84%

47.98%

98.61%

99.30%

0.69%

98.42%

99.16%

0.75%

100.00%

100.00%

1.38%

100.00%

100.00%

1.50%

DESCRIPTION

PERFORMING LOANS
TOTAL
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RESIDUAL
VALUES
“Residual Value” is the value of the
vehicle at the end of the financing
contract.

The Bank is exposed to residual risk on vehicles in the loan and
lease portfolio, where the customer can return the vehicle at the
end of the financing contract.
Trends in the used vehicle market may entail a risk for the
returned vehicle.
Such risk is basically borne by the dealers throughout
Europe, with the exception of the UK market, where the
risk is managed, regularly monitored, mitigated with specific
procedures and covered through specific provisions by the
Bank.
FCA Bank has long adopted Group guidelines and processes
to manage and monitor residual risk on an ongoing basis.

€/mln

2015

2016

30/06/2017

1,086

926

952

1,036

879

878

Consumer loans and leases:
- Residual Risk borne by FCA Bank
of which UK market

56

PROVISIONS FOR RESIDUAL VALUE

Regarding long-term rentals, residual risk on rented vehicles is
generally borne by the lessor, save for specific arrangements
with third parties. In this case, residual risk is represented by the
difference between the market value of the vehicle at the end of
the contract and the carrying amount of the vehicle.
Leasys S.p.A. and its subsidiaries are the group companies
operating in the long-term rental business, but are not part of
the banking group.

€/mln

2015

2016

30/06/2017

576

638

765

Long-Term Rental:
- Residual Risk borne by Leasys
PROVISIONS FOR RESIDUAL VALUE

56
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RESULTS OF OPERATIONS
Economic data (€/mln)

30/06/2017

30/06/2016

416

355

(132)

(121)

Cost of risk

(27)

(28)

Operating income

257

206

3

(3)

Profit before tax

260

203

NET INCOME

190

146

End of period

22,672

18,937

Average

21,247

17,756

3.91%

4.00%

31.74%

34.18%

0.25%

0.32%

30/06/2017

31/12/2016

1

2

10

10

1,638

1,498

20,123

18,556

Hedging derivatives

81

95

Fair value changes of the hedged items in portfolio hedge

14

40

Technical reserves charged to reinsurers

13

16

1,745

1,491

Intangible assets

224

226

Tax assets

352

320

1,044

1,030

TOTAL ASSETS

25,245

23,284

TOTAL LIABILITIES

22,823

21,046

2,422

2,238

Net banking income and Rental margin
Net operating expenses

Other income / (expense )

Outstanding

Ratio
Net banking income and Rental margin (on Average Outstanding)
Cost/Income ratio
Cost of risk (on Average Outstanding)

Balance sheet data (€/mln)
Financial assets held for trading
Financial assets held to maturity investments
Loans and receivables with banks
Loans and receivables with customers

Tangible assets

Other assets

NET EQUITY
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FCA Bank Group’s volumes
financed and results will
continue to increase also
in 2017.

The results of the first half of 2017 are excellent and reflect a
record high for the Group, with total financing at period-end in
the amount of euro 22.7 billion (+9% vis-à-vis the comparable
figure at the beginning of the year) and net profit of euro 189.7
million (+30% on the comparable figure for the first half of
2016).
All the main types of business benefited from the
positive effects deriving from the collaboration with our
commercial partners and the improvement of the European
macroeconomic picture.
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OUTSTANDING END OF PERIOD
(€/mln)
Dealer

15,037

15,304

17,249

20,756

18,937

22,672
2,099

Retail

1,706

Rental

13,002
1,294
9,806

3,937

1,306
9,957

4,041

1,406
11,016

4,827

6,047

13,996
1,636
11,873

5,428

6,577

31.12.2013

31.12.2014

31.12.2015

31.12.2016

30.06.2016

30.06.2017

14,577

14,724

16,088

18,498

17,756

21,247

AVERAGE PORTFOLIO
(€/mln)
Dealer Financing

1,768

Retail Financing
Rental

1,579
1,320
9,527

3,730

31.12.2013

60

1,327
9,892

3,505

31.12.2014

1,404
10,452

4,232

31.12.2015

11,768

5,150

31.12.2016

13,418
1,506
11,369

4,881

30.06.2016

6,061

30.06.2017
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NET BANKING INCOME AND RENTAL MARGIN
4.0%

3.8%

4.1%

4.0%

4.0%

3.9%

NET OPERATING EXPENSES
39%

40%

35%

33%

34%

32%

731.6
667.4
587.4

565.7

231.2

355.3

225.8

235.7

245.0

415.5
121.4

31.12.2013

31.12.2014 31.12.2015 31.12.2016

30.06.2016 30.06.2017

31.12.2013 31.12.2014 31.12.2015 31.12.2016

Net Banking Income (€/mln)

Net Operating Expenses (€/mln)

Net Banking Income/Average Portfolio Ratio (%)

Cost Income Ratio (% annual basis)

Net banking income and rental margin for the first semester
2017, amounting to 3.9% of the average portfolio, confirms
the trend registered in recent years.

131.9

30.06.2016 30.06.2017

Despite the significant growth in the average financing portfolio,
net operating costs for the first six months of 2017 improved as
a percentage of net banking income, settling at 32%.

The business model based on funding support by the
banking shareholder, the Crédit Agricole Group, and the
special relationship with the industrial shareholder, FCA
Chrysler Automobiles, allowed the Banking Group to
continue to operate profitably over time.
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COST OF RISK
Thanks to traditionally prudent credit policies, attention is
called to the further improvement achieved in 2016, as cost of
risk as a share of the average portfolio was 0.25%, confirming
the constantly improving trend of the past few years.

0.75%
0.57%
0.44%
0.30%

0.32%

108.7

0.25%
83.4

70.1

55.1
28.3

31.12.2013 31.12.2014 31.12.2015 31.12.2016

Please note that the cost of risk of the first half of 2015 was
affected by risk provisions for bad debts booked in order to
cope with the uncertain scenarios generated by the restriction
on capital movements adopted by the Greek government in
June 2015 (i.e. the Capital Control). These restrictions continue
to be in force and in such a scenario the FCA Bank has
maintained a level of provisions deemed appropriate.

26.9

30.06.2016 30.06.2017

Cost of Risk (€/mln)
Cost of Risk/Average Portfolio Ratio (%)

PROFIT BEFORE TAX AND NET PROFIT
(€/mln)
416.5
359.4
311.6
247.5
171.7

256.5

259.6

249.1
203.2

182.5

189.7

145.9

Pre-tax Profit
Net Profit
31.12.2013

31.12.2014

31.12.2015

31.12.2016

30.06.2016

30.06.2017

Profit before taxes for the first half of 2017 was euro 259,6
million, reflecting a euro 56 million increase (up 28%) on the
comparable period of the previous year. Net profit, instead,
amounted to euro 189.7 million, up 30% on the first half of
2016.
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EQUITY AND
CAPITAL RATIO
OWN FUNDS AND RATIOS
(Euro/000)
30/06/2017(*)

31/12/2016

2,188,612

2,042,361

3,770

2,633

Tier 1 - T1

2,192,382

2,044,994

Tier 2 - T2

131,047

3,511

2,323,429

2,048,505

19,184,160

18,061,716

CET 1

11.41%

11,31%

Total Capital ratio (TCR)

12.11%

11.34%

LCR

107.00%

213.00%

NSFR

105,00%

109.00%

9.23%

9.36%

19.13%

17.25%

Common Equity Tier 1 - CET1
Additional Tier 1 - AT1

Total Capital
Risk-weighted assets (RWA)
REGULATORY RATIOS

OTHER RATIOS
Leverage Ratio
RONE (Net Profit/Average Normative Equity)
* estimated figure

Total Capital Ratio estimated at 30/06/2017 is 12.11% an
improvement compared to the regulatory ratio calculated in
December, also thanks to the issue of Tier 2 subordinated loan
of euro 126 million.
CET 1 amounts to 11.41%, slightly increasing compared to
figures at end-2016.
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RONE (Return On Normative Equity), calculated over the
average Normative Equity, determined considering a 10%
capital requirement on RWA, stood at 19.13%.
FCA Bank S.p.A., FCA Bank GmbH and FCA Capital Portugal
IFIC SA are considered, for prudential purposes, within CASA’s
scope of prudential consolidation and, consequently, as
“significant banking entities.
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RECONCILIATION BETWEEN RECLASSIFIED
AND REPORTED FINANCIAL STATEMENT FIGURES
RECONCILIATION BETWEEN REPORTED INCOME STATEMENT AND RECLASSIFIED INCOME STATEMENT
(€/mln)
30/06/2017

30/06/2016

437

372

(147)

(134)

42

41

1

1

10

(1)

(148)

(138)

220. Other operating income/charges

221

214

Net Banking Income

416

355

(128)

(117)

190. Net provision for risks and charges

(1)

2

200. Impairment on tangible assets

(1)

(1)

210. Impairment on intangible assets

(4)

(3)

220. Other operating income/charges

2

(2)

(132)

(121)

(1)

(1)

(22)

(26)

(4)

(2)

(27)

(28)

190. Net provision for risks and charges

3

(2)

Other income/expenses

3

(2)

Income taxes

(70)

(57)

NET PROFIT

190

146

10. Interest income and similar revenue
20. Interest expenses and similar charges
60. Net fee and commission
160. Net other operating income/ charges from insurance activities
190. Net provision for risks and charges
200. Impairment on tangible assets

180. Administrative costs

Net operating expenses
60. Net fee and commission
130. Impairment/reinstatement of value of loans
220. Other operating income/charges
Cost of risk
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RECONCILIATION BETWEEN OUTSTANDING AND LOANS AND RECEIVABLES WITH CUSTOMERS
(€/mln)
30/06/2017

31/12/2016

22,672

20,755

20. Deposits from customers

75

27

70. Loans and receivables with customers not included in the outstanding

38

38

100. Other liabilities

76

54

(1,719)

(1,461)

(737)

(575)

20,405

18,838

312

311

20. Deposits from customers

-

-

70. Loans and receivables with customers not included in the outstanding

-

-

100. Other liabilities

-

-

120. Property, plant and equipment

-

-

160. Other assets

(30)

(29)

Allowance for loans with customers Item 70

282

282

Equity

Of which, profit
for the year

EQUITY AND PROFIT FOR THE YEAR OF FCA BANK S.P.A.

1,424,946

179,213

Equity and profit of subsidiaries less non-controlling interests

2,031,187

119,826

Consolidation adjustments:

(1,074,390)

(111,537)

- Elimination of carrying amount of consolidated companies

(1,034,855)

-

-

-

(39,535)

(111,537)

2,381,743

187,501

40,718

2,205

2,422,461

189,706

Oustanding

120. Property, plant and equipment
160. Other assets
70. Loans and receivables with customers

Allowance for loans Management data

RECONCILIATION BETWEEN PARENT COMPANY
AND CONSOLIDATED EQUITY

- Intercompany dividends
- Other consolidation adjustments
EQUITY AND PROFIT ATTRIBUTABLE TO FCA BANK S.P.A.’S SHAREHOLDERS
Equity and profit attributable to non-controlling interests
CONSOLIDATED EQUITY AND NET PROFIT
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€2,422,461 €189,706
CONSOLIDATED
EQUITY

PROFIT FOR
THE PERIOD
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ORGANIZATION AND
HUMAN RESOURCES
As at 30 June 2017, the FCA Bank
Group had a total headcount
of 2,066, an increase of 38
employees over the end of the
previous year.
This increase was due to specific
requirements in the Foreign
Markets, especially in the Retail
and Rental business lines.

DISTRIBUTION OF
GROUP EMPLOYEES
AS OF 30 JUNE 2017

141 United Kingdom

FEMALE
EMPLOYEES

51%

At the end of June 2017, female
employees represented 51% of the
OF THE workforce, the average age was
WORKFORCE 43.5 (43.7 for men and 43.3 for
women) while average company
seniority was 13.5 years (13.0 years
for men and 14.0 years for women). At the same date 6.4% of
the workforce (133 employees, of whom 131 women) worked
part-time.

986
REST OF
EUROPE

34 Denmark and Northern Pole
39 Netherlands
79 Poland
20 Austria
53 Switzerland

7 Ireland
15 Belgium
252 Germany 31 Ferrari FS
126 France
42 Portugal
101 Spain and Morocco

46 Greece

1,080
ITALY
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An analysis of the data shows that
the two Italian companies account
for 52% of total employees.
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THE NEW
COMPENSATION SYSTEM
The first half of 2017 saw the
continued application of the
innovative compensation system
for employees in Italy, within
the scope of the National Labor
Agreement signed in 2015 and
characterized by a profit-sharing
rationale.
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In particular, attention is called to the payment, in February, to
employees of FCA Bank and Leasys of an efficiency bonus (as
measured on an annual basis), with specific reference to NOE
(Net Operating Expenses) in Italy.
The other variable pay component is linked to the achievement
of FCA Bank’s targets set out in the 2015-2018 strategic
Plan, with reference in particular to the FCA Bank Group’s
Normalized ROE. Part of the bonus (equal to 6% of base salary)
was paid on a quarterly basis, similar to what occurred in 2016,
while the remaining part can be paid as the targets laid down in
FCA Bank’s 2015-2018 strategic Plan are met.
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HUMAN RESOURCE
MANAGEMENT
Regarding human resource management, the following activities
were carried out during the year:
• Organizational development. In 2017 activities continued
to strengthen the key nodes of various processes related
to human resource management and the Governance
mechanisms linked to the transformation into a bank. Greater
attention was paid to the following activities:
• the creation at central level of the “Process Governance
& Procurement” function and the relevant Procurement
Committee, so as to reinforce the governance on
procurement at Group level, ensuring compliance with
policies, sharing guidelines and processes and monitoring
expenses;
• the creation of the new “Corporate Affairs” function, reporting
directly to the CEO and General Manager, so as to oversee
directly the Group areas concerned;
• the extension of the FCA Bank Ethics Helpline platform to
Ireland, Spain, Austria and Greece. This platform allows
employees and people within the organization to request
clarifications (including anonymously) on the proper
application of the Code of Conduct and to report situations,
events or actions that might be considered inconsistent with
the principles and values of the Code of Conduct or with the
laws and regulations that apply to the FCA Bank Group.
From the business point of view, 2017 saw the start of the
“Leasys Internationalization” project, which is intended to create
shareholder value through the establishment of a European
Rental Group via the Leasys brand. Therefore, in May the
Leasys España branch was established while in June the
French company “FCA Fleet Services France” was rebranded
and took the name of “Leasys France”.

• Internal Communication. Visual Identity continues to play
an important role, as does the publication of the FCA Bank
magazine. In the first half of 2017, a survey on the corporate
climate– which was extended to the Group as a whole –
revealed findings that led the involvement of people in central
departments and markets in the formulation of an action plan
that will be validated by Management. The mid-year web
conference, to report company performance and results, will
be held at the beginning of July. Still with a view to reinforcing
Visual Identity and Brand value, the period under review saw
the continuation of the Employer Branding project, which is
operational in Italy and is extended to the foreign markets, to
increase the Company’s visibility and to improve the selection
and recruitment process through new interface channels. In
addition, cooperation activities with universities intensified, to
attract valuable young people.
• Safety at work. All of the Group’s companies comply strictly
with the laws on safety at work. In particular, in Italy the
prevention and protection Department oversaw the fulfilment
of all legal requirements: inspections of all work environments
in all of FCA Bank’s offices with the competent physician; all
employees had preventive and periodic medical checks-up;
and, upon request, a fire drill was held. As to the training part,
general and specific training sessions were held – in classrooms
and online – devoted in particular, among others, to new hires
and to the employees in charge of safety, involving a total of 50
employees at 30th June 2017.

• Training. Also in 2017 Group employee training expenses were
kept at adequate levels, while paying constant attention to
costs. In addition to the usual attention paid to technical and
Compliance training, in Italy and in certain Markets, classroom
training activities were performed on Preventing Anticompetitive
practice. Management training activities on soft skills continued,
together with those on competencies for the development of
people, paying special attention to current and future middle
management requirements. The Change Management
program continued, with its focus on senior management,
with six-monthly workshops to support the different manners
of interaction between Parent Company and Companies also
following the transformation into a bank.
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INFORMATION
TECHNOLOGY
In the area of Information and
Communication Technology, in
view of its digitalization strategy,
early in the year the Bank started
the process for the evolution of
the platforms of all the Group
companies, so as to achieve
the dematerialization of the
documents used in the entire
customer relation cycle.
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The first objective of the digitalization process is the activation
of dematerialization in the sales process by the first quarter of
2018.
In March, FCA Bank S.p.A. activated the new contact
management platform based on the cloud technology, which
made it possible to enable new digital Customer Relationship
Management processes.
For the purposes of the application of the IFRS 9, the Group
started adapting the company information systems, a process
that will be completed by year end.
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As to the European markets, in line with the strategy to upgrade
the corporate information systems, in April the new solution
for the management of the retail business in Portugal became
operational.
Activities have been under way in France and Poland since
the end of 2016 to implement the IT platform to manage retail
activities, already in use in Austria and Germany since 2014.
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INTERNAL CONTROL
SYSTEMS
The FCA Bank Group adopts
sound and prudent management
practices, pursuing profitability by
underwriting risk in an informed
manner and conducting operating
activities in a spirit of integrity.

Therefore, the Group created an internal control system suited
to identify, measure and check on an on-going basis the risks
associated with its activity, involving Governance Bodies,
control functions and committees, the Supervisory Body, the
Independent Auditors, Senior Management and the staff as a
whole.
Group internal controls are governed centrally by the Internal
Audit, Risk and Permanent Control, Compliance & Supervisory
Relations functions.
These functions – which are separated in organizational
terms – operate at Company and Group level, liaising with the
corresponding functions of the subsidiaries.
In particular, Compliance & Supervisory Relations and Risk &
Permanent Control report directly to the Managing Director
and General Manager (CEO) whilst Internal Audit reports
directly to the Board of Directors.
From an operational point of view, the types of control
adopted include:
• First-level controls, intended to ensure that day-to-day
operations and individual transactions are performed
properly; these are conducted by the operational units or
embodied in IT procedures;
• Second-level controls, which are designed to help to
define risk measurement methodologies and to check that
operations are consistent with the risk objectives set.
These are conducted by departments other than operational
department, particularly “Risk & Permanent Control” and
“Compliance & Supervisory Relations”;
• Third-level controls, performed by the Internal Audit
department, are conducted to identify unusual trends
and breaches of procedures and regulations as well as
to evaluate the functioning of the overall internal control
system.
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Internal control functions

INTERNAL
AUDIT

RISK AND
PERMANENT CONTROL

The Internal Audit department reports directly to the Board of
Directors and is responsible for third-level controls. It assesses,
based on the annual audit plan approved by the Board of
Directors, the adequacy of the SIC and provides the Board of
Directors and management with a professional and impartial
opinion on the effectiveness of internal controls.
The head of Internal Audit is responsible for preparing the
audit plan, on the basis of a periodic risk assessment, and
participates in audit missions. He reports on the results and
progress of the audit plan from time to time to the Board of
Directors, the Audit Committee, the Internal Control Committee
and the Board of Statutory Auditors.
Internal Audit is responsible for the internal review, at least once
a year, of the ICAAP process - to assess that it works properly
and is adequate to comply with the applicable rules – and the
periodic examination of the process to evaluate individual risks.
The internal audit process calls for each Company to map its
own risks on an annual basis, by using a common methodology
issued by the Parent Company. For those subsidiaries that
do not have an internal audit function locally, risk mapping is
performed by the Parent Company.

The department is tasked with the planning and implementing
of a risk prevention and control system. Risk & Permanent
Control at the Parent Company level includes staff dedicated to
permanent controls that are not involved in business activities.
Second-level controls performed by Risk & Permanent Control
focus on the following risks:

Monitoring of the individual companies’ internal audit activities
takes place through a system of quarterly reports on:
• the progress of the audit plan and any deviations;
• all the audits carried out during the quarter under review;
• the progress of the implementation of recommendations issued by
the single entities.
The Board of Directors is apprised from time to time of the audit
results, the action plans undertaken, the progress of the plan
and the level of implementation of the recommendations to the
individual companies.
During the course of 2016, 23 audit missions were carried
out by the central team and the audit plan was completed as
scheduled.
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• credit,
• market,
• financial,
• operational,
referred to financial information.
During the course of 2015 the Group developed and defined
its own Risk Appetite Framework (“RAF”), which is designed
to express the risk that the Bank is willing to bear to pursue its
objectives.
The Group’s RAF was approved by the Board of Directors on
26 March 2015.
The process to define the Risk Appetite Framework, as the
standard to determine the risk propensity that sets in advance
the risk objectives that the Group intends to meet, fosters also
a broader dissemination of the risk culture within the Group.
The development of the Group’s Risk Appetite Framework
required the identification of the relevant risk measures
considered significant by the Group:
• capital adequacy;
• profitability;
• credit risk;
• operational risk;
• financial risk.
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COMPLIANCE
Moreover, this function coordinates the ICAAP process which,
starting from this financial report, is prepared on a consolidated
basis. FCA Bank S.p.A. has been developing and documenting
the ICAAP process since 2008, to evaluate, at least once a
year, its own current and prospective capital adequacy, in
relation to the risks taken and corporate strategies.
There is a Risk & Permanent Control (R&PC) function in every
Group company.
The results of second-level controls carried out by Risk &
Permanent Control are reported on a quarterly basis during
the internal control meeting and published in a half-yearly and
annual Internal Control Report.

The objective of the Compliance & Supervisory Relations function is
to monitor Compliance and Money-laundering risks and to manage
relations with the Supervisory Authorities.
In addition, the head of the function is in charge of Anti-money
laundering and responsible for the reports of suspicious
transactions. This manager also chairs the Supervisory Body of
both the Company and its subsidiary Leasys S.p.A..
The head of Compliance & Supervisory Relations reports directly to
the Company’s Managing Director and General Manager.
The main Compliance & Supervisory Relations responsibilities
concern directly the Company and, in terms of coordination and
supervision, Leasys and foreign markets.
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Internal board committees

RISK & AUDIT
COMMITTEE
More specifically, for the purpose of evaluating the adequacy of
internal procedures in preventing non-compliance with laws, rules
and self-regulation provisions, the Compliance function:
• identifies, in cooperation with the departments concerned,
particularly Legal Affair, the rules applicable to the Company and
the Group, and evaluates their impact on activities, processes and
procedures;
• proposes procedural and organizational changes to ensure
adequate control over non-compliance risk;
• prepares reports for officers and governance bodies and other
internal control functions;
• assesses the effectiveness of procedural and organizational
adjustments suggested to prevent non-compliance risk.
• coordinates the activities of the Supervisory Body, ensuring that
the Compliance Program under Legislative Decree 231/01 is
constantly upgraded;
• participates in the identification of training requirements and in
personnel training activities to disseminate a corporate culture
driven by the principles of honesty, integrity and compliance with
the rules.
The function is involved in the ex ante assessment of compliance
with the applicable regulations of all innovative projects, including
new products and services.
Regarding Anti-money-laundering and Anti-terrorism, the function
assesses that the Company’s procedures are consistent with the
objective of preventing and combating the breach of external (laws
and regulations) and internal rules on anti-money-laundering and
terrorist financing.
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Pursuant to the latest supervisory provisions on corporate
governance, the Risk & Audit Committee (RAC) provides
support to the Board of Directors on risks and the internal
control system as well as the proper use of accounting
standards for the preparation of the separate and consolidated
financial statements.
With reference to risk management and control, the Committee
supports the Board of Directors in:
• defining and approving risk management strategies and
policies; in connection with the Risk Appetite Framework
(RAF), the Committee evaluates, and makes the necessary
recommendations on, the risk appetite and the risk tolerance
levels to be set by the Board of Directors;
• verifying the proper implementation of risk management strategies,
policies and RAF;
• defining the policies and processes to evaluate corporate activities;
• the preliminary review of the audit plan, the activity plans of
second-level control functions and the periodic reports of the
control functions to the Board of Directors;
• assessing the adequacy of corporate risk control functions, the
internal control procedures and the reports necessary to ensure
that the Board of Directors is properly and exhaustively informed.
The Committee consists of two independent Directors, who
serve alternatively every other year as its chair. The meetings
of the Committee are attended, without voting rights, by the
chairman of the board of statutory auditors and the head of
Internal Audit, who acts as secretary.
Meetings of the Committee can also be attended, without
voting rights, by two other directors and by the heads of the
second-level control functions.
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NOMINATION
COMMITTEE

REMUNERATION
COMMITTEE

Pursuant to the supervisory provisions on corporate
governance, the Nomination Committee supports the Board
of Directors in the process of nominating or co-opting
directors, in the Board’s self-assessment and in the CEO &
General Manager succession process.
In keeping with the Articles of Association, the Committee
provides recommendations and opinions to the Board of
Directors which, in turn, makes available the resources
necessary to carry out its tasks with the help of external
consultants, within the limits set by the budget and through
the Company’s departments.

Pursuant to the supervisory provisions on corporate
governance, the Remuneration Committee acts in a
consulting and advisory capacity for the Board of Directors on
remuneration and incentive practices and policies of the FCA
Bank Group.

The Committee, which was established on 23 March 2016,
consists since 30/06/2017 of 3 non-executive directors,
including 2 independent ones.
The Committee is chaired by an independent director or, in his
absence, by the other independent director.

The Committee provides annually to the Board of Directors
and the shareholders adequate information on the activity
performed.
The Board of Directors provides the Committee with the
resources necessary to carry out its tasks with the help of
external consultants, within the limits set by the budget and
through the Company’s departments.
The Committee, which was established on 23 March 2016,
consists since 30/06/2017 of 3 non-executive directors,
including 2 independent ones.
The Committee is chaired by an independent director or, in his
absence, by the other independent director.

Meetings of the Committee can be attended, according to the
topics discussed, without voting rights, by the Chairman of
the Board of Statutory Auditors or by a Statutory Auditor, the
CEO & General Manager, the heads of the control functions or
the heads of other functions with a key management role and
the other Directors individually.

Specifically, the Committee submits to the Board of Directors,
after consultation with the CEO & General Manager, proposals
on incentives, the document on remuneration policies and a
report on their application (ex-post disclosure) for the annual
approval by the Shareholders at the General Meeting.

Meetings of the Committee can be attended, without voting
rights, by the Chairman of the Board of Statutory Auditors (or
by a Statutory Auditor designated by him), the CEO & General
Manager, the heads of the control functions and the members
of the Board.
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Committees involved in the internal control system
To supplement the SIC, the Group established the above
functions as well as the following committees.

INTERNAL CONTROL
COMMITTEE

GROUP INTERNAL RISK
COMMITTEE

The mission of the Internal Control Committee (ICC) is to
monitor the results of the activities performed by the Company’s
functions responsible for the internal control system for the
purpose of:

The Group Internal Risk Committee (GIRC) engages in policysetting and monitoring to ensure that the Group’s internal
control system prevents and manages risks effectively.

• Reviewing the result of audit activities;
• Providing a progress report on action plans;
• Submitting the Audit Plan and related progress reports;
• Analyzing any problems and issues arising from the internal control
system.
Moreover, it acts as the Anti-fraud Committee with the
objective to monitor fraud events, the effectiveness of the fraud
prevention systems in place and the adequacy of the control
systems related to fraud detection.
The ICC’s meetings take place on a quarterly basis, with the
participation of the internal control representatives from the
respective shareholders as well.
Such meetings are a time where reports are made to Senior
Management on the results of second- and third-level
activities on progress with action plans implemented as a
result of findings and recommendations, including findings and
recommendations made after inspections by local supervision
authorities.
The involvement of the Managing Director and General
Manager guarantees the high degree of effectiveness of the
internal control system, given that he has a full and integrated
overview of the results of the audits performed, which permits
implementing the necessary corrective or remedial actions in
cases of flaws or anomalies.

The activity carried out is more analytical than that of the other
control committees, as it explores in great detail the Risk
Strategy that every Head of the Group companies develops
and submits to the GIRC every year, pursuant to the Group
Risk Management policy approved by the Board of Directors.
In addition, the GIRC is convened whenever the market or
the Company faces a liquidity crisis and - in its restricted
form, which is referred to as NPA committee – evaluates and
approves proposals of new products and activities coming from
the markets.
Meetings of the GIRC – which are chaired by the Managing
Director and General Manager - are open to senior managers
and – when called upon – to the Heads of the Group
companies.
Attendance is also open to the heads of the three internal
control functions, as observers without voting rights but with
the authority, for Risk & Permanent Control, to provide an
opinion on risk levels in the various areas and any hedging
and mitigation thereof. In addition, in case of approval of new
products and activities, Compliance & Supervisory Relations
may exercise veto rights in relation to aspects falling within its
purview.
Participation of the control functions in this committee fosters
critical interaction with the business units; accordingly such
participation is both necessary and appropriate, so to prevent
the creation of an excessive distance between the control
functions and the operational context, without prejudice to the
indispensable professional autonomy of the control functions.
The absence of voting rights for the control functions within
the GIRC is further evidence, among others, to the separation
between operational and control functions.
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SUPERVISORY
BODY
With reference to the function for the prevention of
administrative liability pursuant to legislative decree 231/01,
a Supervisory Body – “OdV”, Organismo di Vigilanza – was
established for the Parent Company and for the Italian
subsidiary Leasys S.p.A. to oversee the proper application
of the Compliance Program and the Code of Conduct.
The Supervisory Body:
• meets at least quarterly and reports from time to time to
the Managing Director and General Manager, the Board of
Directors and the Board of Statutory Auditors;

• performs periodic assessments on the Compliance Program’s
ability to prevent the perpetration of offences, relying typically
on FCA Bank’s Compliance function, Internal Audit and Risk &
Permanent Control and using support from such internal functions
as are necessary from time to time.
The Parent Company’s Supervisory Body is made up of the
Head of Compliance and Supervisory Relations, who serves
also as Chair, and the heads of Human Resources, Internal
Audit and Legal Affairs.

81

CONSOLIDATED HALF YEAR REPORT JUNE 30, 2017

OTHER INFORMATION
PRINCIPAL RISKS
AND UNCERTAINTIES
The specific risks that could give rise
to future obligations for the Company
are assessed when provisions are
made. These risks and significant
contingent liabilities are mentioned
in the accompanying notes. Here
below, reference is made to risk
and uncertainty factors - pertaining
essentially to the economic, regulatory,
and market environment which can
affect the Company’s performance.

The Company’s operating results, financial conditions and cash
flows are primarily affected by several macroeconomic factors
in the markets in which it operates – including changes in GDP,
consumer and business confidence, interest-rate trends and
unemployment.
The Group’s activities relate principally to the automotive market,
which is typically cyclical. Considering the difficulty of predicting
the magnitude and length of the various economic cycles, any
macro-economic event (such as a significant downturn in a
key market, the solvency of counterparties, volatility in financial
markets and fluctuations of interest rates) could potentially affect
the Group’s prospects and operating performance, financial
conditions and cash flows.
The FCA Bank Group complies with the laws and regulations
in force in the countries in which it operates. Most of our legal
proceedings involve disputes related to customer and dealer
defaults occurring in the course of our business operations.
Provisions made during the year for “risks and charges” and
the close monitoring of the proceedings under way allow us to
include future negative effects on our accounts on a timely basis.
On 15 July 2014, the Swiss competition commission
(Wettbewerbskommission) announced the opening of an
inquiry into the financing of car purchases in Switzerland, which
concerns captive finance companies. FCA Capital Suisse SA is
one of the companies involved.
On 15 May 2017, the Italian Antitrust Authority (AGCM)
announced the opening of an inquiry into nine banking
subsidiaries of manufacturing companies operating in the
automotive sector and two trade associations (Assofin
“Associazione Italiana del Credito al Consumo e Immobiliare” and
Assilea “Associazione Italiana Leasing”). The inquiry concerns
alleged anti-competitive practices based on the exchange of
sensitive information. FCA Bank SpA is one of these banking
subsidiaries. If the inquiry determines that antitrust rules have
been broken, the AGCM might levy fines in accordance with the
applicable laws. The amount of the fine depends on the duration,
seriousness and nature of the violation. AGCM expects to close
the inquiry by 31 July 2018.
To this date it is hard to predict the outcome of the inquiry and,
consequently, the probability of a fine levied by the AGCM.
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DIVIDENDS AND
RESERVES PAID
On 4 July 2017, Germany’s Federal Court of Justice handed
down a ruling regarding the lawfulness of processing fees
charged to borrowers. This ruling extended the effects of the
decision adopted at the end of 2014, in relation to private
customers, also to companies, thus allowing customers
to obtain a refund of the fees charged since the end of
2014. Our local subsidiary, FCA Bank Germany GmbH,
discontinued the application of processing fees also to
companies as early as February 2015. The estimated risk has
been calculated and adequate provisions have been made,
as reflected in the accounts at 30 June 2017.
These proceedings are in progress and the management
is constantly monitoring the evolution in order to evaluate
the outcome and making appropriate adjustments where
deemed necessary.
Regarding the investigation opened in Italy in 2015 by the
Competition and Market Authority, initially against some
companies operating in the long-term rental business,
including the subsidiary Leasys S.p.A., it should be noted that
the proceeding closed in March 2017 with a positive result.
No sanctions resulted for Leasys S.p.A..

DIRECTION AND
COORDINATION ACTIVITIES

In the first half of 2017, no dividends have been distributed.

OTHER REGULATORY
DISCLOSURES
In line with the guidelines issued by Bank of Italy in relation to
the Financial Statements of regulated financial intermediaries, it
is noted that:
a) during the year, the Group did not carry out significant
research and development activities;
b) during the year the Group did not hold, acquire or dispose
of shares or other forms of upstream interest stakes in its
shareholders.

Turin, 28 July 2017
Chief Executive Officer and General Manager
Giacomo Carelli

FCA Bank S.p.A. is not subject to direction and coordination
of other companies or entities. Companies under the control
(direct or indirect) of FCA Bank S.p.A. have identified it as
the entity that performs direction and coordination activities,
pursuant to Article 2497-bis of the Italian Civil Code. This
activity involves setting the general strategic and operating
guidelines for the Group, which then are translated into the
implementation of general policies for the management of
human and financial resources, and marketing/communication.
Furthermore, coordination of the Group includes centralized
treasury management and internal audit services. This allows
the subsidiaries, which retain full management and operational
autonomy, to achieve economies of scale by availing
themselves of professional and specialized services with
increasing levels of quality and to concentrate their resources
on the management of their core business.
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CONSOLIDATED STATEMENT
OF FINANCIAL POSITION
ASSETS

BALANCE SHEET - ASSETS (€/thousand)

31/12/16

185

176

1,415

2.339

12

12

9,658

9,564

1,638,407

1,497,903

20,123,485

18,555,893

10.

Cash and cash balances

20.

Financial assets held for trading

40.

Attività finanziarie disponibili per la vendita

50.

Held-to-maturity investments

60.

Loans and receivables with banks

70.

Loans and receivables with customers

80.

Hedging derivatives

80,885

95,136

90,

Changes in fair value of portfolio hedge items (+/-)

13,784

39,742

44

47

12,694

15,504

1.744,693

1,490,894

100.

Investments in associates and joint ventures

110.

Insurance reserves attributable to reinsures

120.

Property, plant and equipment

130.

Intangible assets

224,146

226,021

- goodwill

181,824

181,824

Tax assets

352,230

320,380

a) current tax assets

188,076

158,550

b) deferred tax assets

164,154

161,830

1,043,804

1,030,027

25,245,442

23,283,635

140.

160.

Other assets

TOTAL ASSETS

86

30/06/17

HALF-YEARLY CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

LIABILITIES AND SHAREHOLDERS’ EQUITY

LIABILITIES AND SHAREHOLDERS’ EQUITY (€/thousand)

30/06/17

31/12/16

10.

Deposits from banks

8,630,772

8,021,610

20.

Deposits from customers

1,062,876

701,695

30.

Debt securities in issue

11,802,934

11,087,597

40.

Financial liabilities held for trading

4,607

6,996

60.

Hedging derivatives

55,048

68,936

80.

Tax liabilities

149,821

136,019

a) current tax liabilities

41,827

43,565

b) deferred tax liabilities

107,994

92,454

100.

Other liabilities

901,600

777,205

110.

Provision for employee severance pay

12,160

12,273

120.

Provisions for risks and charges

188,735

213,943

45,367

46,188

143,368

167,755

14,426

19,526

(25,156)

(18,127)

1,326,652

1,015,718

a) post retirement benefit obligations
b) Other reserves
130.

Insurance reserves

140.

Revaluation reserves

170.

Reserves

180.

Share premium

192,746

192,746

190.

Issued capital

700,000

700,000

210.

Minorities (+/-)

40,718

38,521

220.

Net Profit (Loss) for the year (+/-)

187,501

308,977

25,245,442

23,283,635

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY
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CONSOLIDATED
INCOME STATEMENT

ITEM (€/thousand)

88

30/06/17

30/06/16

10.

Interest income and similar revenues

437,172

370,358

20.

Interest expenses and similar charges

(147,522)

(132,252)

30.

Net interest margin

289,650

238,106

40.

Fee and commission income

67,473

64,394

50.

Fe and commission expenses

(26,790)

(23,814)

60.

Net fee and commission

40,683

40,580

80.

Net income financial assets and liabilities held for trading

822

(363)

90.

Fair Value adjustments in hedge accounting

(392)

(1,274)

120.

Operating income

330,763

277,049

130.

Impairment losses on:

(22,088)

(25,599)

a) loans

(22,088)

(25,599)

140.

Net profit from financial activities

308,675

251,450

150.

Net premium earned

401

565

160.

Net other operating income/charges from insurance activities

804

1,473

170.

Net profit from financial and insurance activities

309,880

253,488

180.

Administrative costs

(127,913)

(116,705)

a) payroll costs

(80,961)

(73,290)

b) other administrative costs

(46,952)

(43,415)

9,571

(1,434)

(149,267)

(138,441)

190.

Net provisions for risks and charges

200.

Impairment on tangible assets

210.

Impairment on intangible assets

(4,201)

(3,409)

220.

Other operating income/charges

221,607

209,675

230.

Coperating costs

(50,203)

(50,314)

240.

Profit (loss) or equity investments

(53)

-

280.

Total profit or loss before tax from continuing operations

259,624

203,174

290.

Tax expense related to profit or loss from continuing operations

(69,918)

(57,264)

300.

Total profit or loss after tax continuing

189,706

145,910

320.

Net profit or loss

189,706

145,910

330.

Minority portion of net income

(2,205)

(843)

340.

Holding income (loss) of the year

187,501

145,067
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CONSOLIDATED STATEMENT
OF COMPREHENSIVE INCOME

DESCRIPTION (€/thousand)
10.

Profit (loss) for the year

30/06/17

30/06/16

189,706

145,910

(1,922)

-

Other items of comprehensive income after taxes
that will not be reclassified to profit or loss
40.

Defined-benefit plans
Other items of comprehensive income after taxes
that may be reclassified to profit or loss

80.

Exchange rate differences

(7,413)

(45,359)

90.

Cash flow hedge

2,306

(3,212)

(7,029)

(48,571)

182,677

97,339

130.

Total other items of comprehensive income after taxes

140.

COMPREHENSIVE INCOME (LOSS) (ITEM 10+130)

150.

TOTAL COMPREHENSIVE INCOME (LOSS) ATTRIBUTABLE
TO NON - CONTROLLING INTERESTS

2,205

843

160.

TOTAL COMPREHENSIVE INCOME (LOSS) ATTRIBUTABLE
TO OWNERS OF THE PARENTS

180,472

96,496
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY AS OF
30/06/2017 AND 30/06/2016
(€/thousands)
Allocation on profit
from previous year
Closing
Changes Balance
balance
as at
in opening
as at
balance 01/01/2017
31/12/2016

Changes during the period
Equity transactions

Dividends
Changes in
Reserves and other
reserves
allocations

New
share
issues

Share
buyback

Special Changes in
Other
equity
dividends
changes
instruments
paid

Derivatives
on shares

Stock
options

Equity
attributable
Non-conto Parent
trolling
Equity
Company’s
interests
as at
Consolidashareholas at
ted com- 30/06/2017
ders
30/06/2017
prehensive
as at
income for
30/06/2017
30/06/2017

Share capital:
a) common
shares

700,000

700,000

700,000

192,746

192,746

192,746

1,015,718

1,015,718

(18,127)

(18,127)

308,977

308,977

Equity

2,237,835

2,237,835

1,949

182,677 2,422,461

Equity attributable to parent
Company's
shareholders

2,199,314

2,199,314

1,957

180,472

38,521

38,521

(8)

2,205

b) other shares
Share premium
reserve
Reserves:
a) retained
earnings

308,977

1,957

1,326,652

b) other
Valuation
reserve

(7,029)

(25,156)

187,501

187,501

Equity instruments
Interim dividends
Treasury
shares
Profit (loss)
for the period

Non- controlling interests
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(308,977)

2,381,743

40,718
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(€/thousands)
Allocation on profit
from previous year
Closing
Balance
Changes
balance
as at
in opening
as at
balance 01/01/2016
31/12/2015

Changes during the period
Equity transactions

Dividends
Changes
Reserves and other
in reserves New share
allocations
issues

Share
buyback

Consolidated comprehensive
Changes
Special
Other
Derivatives Stock income for
dividends in equity
changes on shares options 30/06/2016
instruments
paid

Equity
attributable Non-controlling
to Parent
Equity
Company’s interests
as at
as at
30/06/2016 shareholders as at 30/06/2016
30/06/2016

Interim
dividends

a) common
shares

700,000

700,000

700,000

192,746

192,746

192,746

894,840

894,840

45,580

45,580

b) other
shares
Share
premium
reserve
Reserves:
a) retained
earnings

122,608

1,017,448

b) other
Valutation
reserve

(48,571)

(2,991)

145,067

145,067

Equity
instruments
Interim
dividends
Treasury
shares
Profit (loss)
for the period
Equity

247,608

247,608 (122,608) (125,000)

2,097,663

2,097,663

(125,000)

97,339

Equity attributable
to parent
2,080,774
Company's
shareholders

2,080,774

(125,000)

96,496

Non- controlling interests

16,889

16,889

843

2,070,003

2,052,270

17,733
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CONSOLIDATED STATEMENT
OF CASH FLOWS
(DIRECT METHOD)
(€/thousands)

30/06/17

30/06/16

467,904

387,272

- interest income (+)

511,812

426,356

- interest expense (-)

(158,068)

(136,671)

40,683

40,580

(72,796)

(66,829)

- Net earned premiums (+)

401

469

- Other insurance income/expenses (+/-)

805

1,473

- other expenses (-)

(235,119)

(189,518)

- other revenue (+)

437,151

354,123

- taxes and levies (-)

(56,965)

(42,711)

(1,799,607)

(1,832,843)

925

(636)

(1,664,315)

(1,503,538)

(140,505)

(111,664)

4,288

(217,005)

1,737,105

1,843,133

- payables - due to banks: other payables

621,711

(6,581)

- payables - due to customers

361,180

(62,690)

- notes issued

713,331

1,820,586

- financial liabilities held for trading

(2,390)

366

- other liabilities

43,273

91,452

405,402

397,562

1. Cash flows generated by

-

-

- disposals/repayments of financial assets held to maturity

-

-

(405,393)

(272,422)

A. OPERATING ACTIVITIES
1. Business operations

- fee and commission income (expense) (+/-)
- personnel expenses (-)

2. Cash flows from increase/decrease of financial assets
- financial assets held for trading
- receivables - due from customers
- receivables - due from banks: other credits
- other assets
3. Cash flows from increase/decrease of financial liabilities

Cash flows generated by/(used for) operating activities
B. Investing activities

2. Cash flows used for
- purchases of financial assets held to maturity

-

(66)

(403,067)

(271,671)

(2,326)

(685)

(405,393)

(272,422)

- dividend and other distributions

-

(125,000)

Cash generated by/(used for) financing activities

-

(125,000)

9

140

- purchases of property,plant and equipment
- purchases of intangible assets
Cash generated by/(used for) investing activities
C. FINANCING ACTIVITIES

CASH GENERATED /(USED) DURING THE YEAR
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RECONCILIATION
Cash and cash equivalents - opening balance
Cash generated (used) during the year
Cash and cash equivalents - closing balance

30/06/17

30/06/16

176

21

9

140

185

161
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
ACCOUNTING POLICIES

GENERAL INFORMATION
Section 1
Statement of compliance with
International Financial Reporting
Standards

The consolidated half year report as at June 30, 2017 has
been prepared in accordance with the International Accounting
Standards (IAS) and the International Financial Reporting
Standards (IFRS) issued by the International Accounting
Standards Board (IASB) and the related interpretations by the
International Financial Reporting Interpretations Committee
(IFRIC), as endorsed by the EU Commission with Regulation
no 1606 of 19 July, 2002 and transposed into the Italian legal
system with Legislative Decree no. 38 of 28 February 2005, up
to 30 June 2017.
Bank of Italy, whose powers in relation to the accounts of
banks and financial companies subject to its supervision were
laid down by Legislative Decree no. 87/92 and confirmed by
the above-mentioned Legislative Decree, established the
formats of the accounts used to prepare the consolidated
financial statements through circular no. 262 of 22 December
2005, as amended. The same formats have been used to
prepare this half year financial statement.

Section 2
Basis of preparation

The half-yearly consolidated financial statements have been
prepared in accordance with the IAS/IFRSs in force at 30 June
2017 (including the interpretation documents known as SIC
and IFRIC), as endorsed by the European Commission.
Save as otherwise indicated, the amounts indicated in the
financial statement schedules are in thousands of euros.

The half-yearly consolidated financial statements, prepared
in a condensed form as allowed by IAS 34, consist of the
Statement of financial position, the Income statement, the
Comprehensive income statement, the Statement of changes
in equity, the Cash flow statement and are accompanied by an
interim report on Group operations by the board of directors.
The half-yearly consolidated financial statements have been
prepared on a going concern basis, in accordance with the
accrual basis of accounting and pursuant to accounting
standards consistent with those adopted in previous years.
The preparation of the half-yearly consolidated financial
statements requires management to make estimates and
assumptions with effects on the amount of revenues, costs,
assets and liabilities and on the disclosure of contingent
assets and liabilities as of the reporting date. If in the future
these estimates and assumptions, which are based on
management’s best judgment, prove inaccurate in light of
actual circumstances, they will be changed accordingly in
the period in which the circumstances change. For a more
in-depth discussion of the most important measurement
processes for the Group, reference is made to the section on
Risk and uncertainties related to the use of estimates for the
consolidated financial statements as of 31 December 2016.
Moreover, it is noted that certain measurement processes,
particularly the more complex ones, are carried out in full only
when the annual financial statements are prepared, when all
the information necessary is available, except for the cases
where there are impairment indicators requiring immediate
recognition of any impairment loss. Additionally, as of the
date of these half-yearly consolidated financial statements
there were no indicators of impairment for goodwill that would
require the immediate recognition of impairment losses.
Similarly, the actuarial calculation necessary to determine
Provisions for post-employment benefits are typically
performed when the annual accounts are prepared.
Income tax is recognised on the basis of the best estimate of
the expected effective income tax rate for the year.
The half-yearly consolidated financial statements are subject to
a limited audit by Ernst & Young S.p.A.
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Section 3
Scope and methods of consolidation

The consolidated financial statements as of 30 June
2017 include the accounts of the Parent Company, FCA
Bank S.p.A., and its direct and indirect Italian and foreign
subsidiaries, as required by IFRS 10.
They reflect also the entities, including structured entities,
in relation to which the Parent Company has exposure or
rights to variable returns and the ability to affect those returns
through power over them.
To determine the existence of control, the Group considers the
following factors:
• the purpose and design of the investee, to identify the entity’s
objectives, the activities that give rise to its returns and how
such activities are governed;
• to power to understand whether the Group has contractual
arrangements which attribute it the ability to govern the
relevant activities; to this end, attention is paid only to
substantive rights, which provide practical governance
capabilities;

If the relevant activities are governed through voting rights,
control may be evidenced by considering potential or
actual voting rights, the existence of any arrangements or
shareholders’ agreements giving the right to control the
majority of the voting rights, to appoint the majority of the
members of the board of directors or otherwise the power to
govern the financial and operating policies of the entity.
Subsidiaries may include any structured entities, where voting
rights are not paramount to determine the existence of control,
including special purpose vehicles (SPVs). Structured entities
are considered subsidiaries where:
• the Group has the power, through contractual arrangements,
to govern the relevant activities;
• the Group is exposed to the variable returns deriving from
their activities.
The Group does not have investments in joint ventures.

• the exposure to the investee to determine whether the Group
has arrangements with the investee whose returns vary
depending on the investee’s performance.
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The table below shows the companies included in the scope of consolidation.

1. Investments
in wholly-owned

Type of
Country of
Registered Office Incorporation(*) Relationship ( **)

Name
FCA Bank S.p.A.

Turin - Italy

Leasys S.p.A.

Turin - Italy

1

100.00
100.00

FCA Capital France SA

Trappes - France

1

Leasys France SAS

Trappes - France

1

Leasys S.p.A.

100.00

FCA Leasing France SNC

Trappes - France

1

FCA Capital France SA

99.99

Heilbronn - Germany

1

100.00

FCA Automotive Services UK Ltd

Slough - UK

1

100.00

FCA Dealer Services UK Ltd

Slough - UK

1

100.00

Leasys UK Ltd

Slough - UK

1

FCA Capital Espaňa EFC SA

Alcala de Henares - Spain

1

100.00

FCA Dealer Services Espaňa SA

Alcala de Henares - Spain

1

100.00

FCA Capital Portugal IFIC SA

Lisbon - Portugal

1

100.00

FCA Dealer Services Portugal SA

Lisbon - Portugal

1

100.00

Schlieren - Switzereland

1

100.00

FCA Leasing Polska Sp.Zo.o.

Warsaw - Poland

1

100.00

FCA-Group Bank Polska SA

Warsaw - Poland

1

100.00

Lijnden - Netherlands

1

100.00

Glostrup - Denmark

1

100.00

Auderghem - Belgium

1

99.99

Vienna - Austria

2

50.00

Pullach - Munchen

1

50.0001

FCA Leasing GmbH

Vienna - Austria

1

100.00

FCA Capital Hellas SA

Athens - Greece

1

99.99

FCA Insurance Hellas SA

Athens - Greece

1

Dublin - Ireland

1

100.00

FCA Bank Deutschland GmbH

FCA Capital Suisse SA

FCA Capital Netherlands B.V.
FCA Capital Danmark A/S
FCA Capital Belgium SA
FCA Bank GmbH
Ferrari Financial Services GmbH

FCA Capital RE DAC

Leasys S.p.A.

FCA Capital Hellas SA

100.00

99.99

FCA Capital Sverige AB

Sweden

1 FCA Capital Danmark A/S

100.00

FCA Capital Norge AS

Norway

1 FCA Capital Danmark A/S

100.00

(*) If different from Registered Office 		
(**) Relation Type:
1 = majority of voting rights at ordinary meetings
2 = dominant influence at ordinary meeting
(***) If different from FCA Bank S.p.A.
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The structured entities related to securitization transactions,
whose details are provided below, are fully consolidated:
Name
A-BEST FOURTEEN S.r.l.

Country
Conegliano (TV) - Italy

A-BEST THIRTEEN FT

Madrid - Spain

A-BEST TWELVE S.r.l.

Conegliano (TV) - Italy

A-BEST ELEVEN UG

Frankfurt am Main - Germany

A-BEST TEN S.r.l.

Conegliano (TV) - Italy

A-BEST NINE S.r.l.

Conegliano (TV) - Italy

A-BEST SEVEN S.r.l.
A-BEST FOUR S.r.l.
NIXES SIX Plc
NIXES FIVE Ltd
FAST 3 S.r.l.
ERASMUS FINANCE LIMITED
A-BEST FIFTEEN S.r.l.

Milan - Italy
Conegliano (TV) - Italy
London - Uk
Island of Jersey
Milan - Italy
Dublin - Ireland
Conegliano (TV) - Italy

For the A-BEST Four and A-BEST Seven securitizations, FCA
Bank exercised the clean-up option in November 2016; as
such the A-BEST Four and A-BEST Seven vehicles are no
longer operational.
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2. Investments in subsidiaries
with significant non-controlling interests
Non-controlling interests, availability of non-controlling interests’ voting rights and dividends paid to non-controlling interests

Name
FCA Bank GmbH (Austria)
Ferrari Financial Services GmbH (Germany)

Pursuant to IFRS 10, FCA Bank GmbH (Austria), a 50%-held
subsidiary and Ferrari Financial Services GmbH a 50.0001%held subsidiary are included in the consolidation area.

Non-controlling
interests (%)

Availability of
non-controlling
interests'voting
tights (%)

Dividends
distributed to
non-controlling
interests

50%

50%

-

49.99%

49.99%

-

Investments in subsidiaries with significant
non-controlling interests.
The table below provides financial and operating highlights
of FCA Bank GmbH and of Ferrari Financial Services GmbH
before intercompany eliminations required by IFRS 12:

(amounts in thousands of euros)
FCA BANK GMBH (AUSTRIA)

30/06/17

31/12/16

Total assets

250,534

223,386

Finacial assets

249,173

222,298

Financial liabilities

215,794

190,002

31,975

30,748

2,576

4,001

365

803

Banking income

2,941

4,804

Net result from investment activities

2,789

4,504

Net result from investment and insurance activities

2,789

4,504

(1,086)

(1,695)

Profit (loss) before taxes from continuing operations

1,703

2,809

Net profit (loss) for the period

1,209

1,985

Equity
Net interest income
Net fee and commission income

Operating costs
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(amounts in thousands of euros)
FERRARI FINANCIAL SERVICES GMBH (GERMANY)

30/06/17

31/12/16

Total assets

516,840

500,609

Finacial assets

505,394

492,195

Financial liabilities

459,724

447,298

42,348

39,922

7,950

3,204

135

(102)

Banking income

8,056

3,181

Net result from investment activities

7,437

2,820

Net result from investment and insurance activities

7,437

2,820

Operating costs

(4,156)

(1,486)

Profit (loss) before taxes from continuing operations

3,282

1,334

Net profit (loss) for the period

2,427

1,834

Equity
Net interest income
Net fee and commission income
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Consolidation methods

In preparing the consolidated half year report, the financial
statements of the parent company and its subsidiaries,
prepared according to IAS/IFRSs, are consolidated on a lineby-line basis by adding together like items of assets, liabilities,
equity, income and expenses.
The carrying amount of the parent’s investment in each
subsidiary and the corresponding portions of the equity of
each such subsidiary are eliminated.
Any difference arising during this process – after the allocation
to the assets and liabilities of the subsidiary is recognized as
goodwill on first time consolidation and, subsequently, among
other reserves.
The share of net profit pertaining to non-controlling interests
is indicated separately, so at to determine the amount of net
profit attributable to the parent company’s shareholders.
Assets, liabilities, costs and revenues arising from
intercompany transactions are eliminated.

30/06/2017

Medium
30/06/2017

31/12/16

Medium
31/12/2016

30/06/2016

Medium
30/06/2016

Polish Zloty (PLN)

4.226

4.269

4.410

4.363

4.436

4.368

Danish Crown(DKK)

7.437

7.437

7.434

7.445

7.439

7.450

Swiss Franc (CHF)

1.093

1.077

1.074

1.090

1.087

1.096

GB Pound (GBP)

0.879

0.861

0.856

0.819

0.827

0.778

Norwegian Krone (NOK)

9.571

9.179

9.086

9.291

9.301

9.423

Moroccan Dirham (MAD)

11.009

10.782

10.651

10.831

9.640

9.597

9.553

9.468

9.424

9.302

Svedish Krona (SEK)
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The financial statements of the Parent Company and those of
the subsidiaries used for the consolidated financial statements
are all as of the same date.
For foreign subsidiaries which prepare their accounts in
currencies other than the euro, assets and liabilities are
translated at the exchange rate prevailing on the balance sheet
date while revenues and costs are translated at the average
exchange rate for the period.
Exchange differences arising from the conversion of costs and
revenues at the average exchange rate and the conversion of
assets and liabilities at the reporting date are reported in profit
or loss in the period.
Exchange differences arising from the equity of consolidated
subsidiaries are recognized in other comprehensive income
and reversed to profit and loss when loss of the subsidiaries’
control occurs.
The exchange rates used to translate the financial statements
at 30 June 2017 are as follows:
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Subsequent events

No events occurred after the balance sheet date which
should results in adjustments of the Consolidated Financial
Statements as of 30 June 2017.
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ACCOUNTING STANDARDS, AMENDMENTS AND IFRS AND IFRIC
INTERPRETATIONS ENDORSED BY THE EUROPEAN UNION,
NOT YET MANDATORILY APPLICABLE AND NOT ADOPTED EARLY
BY THE GROUP AT 30 JUNE 2017
EC endorsement
Regulation

Date
of publication

Date
of application

2067/2016

29 November 2016

1 January 2018

Description of standard/amendment
IFRS 9 - Financial instruments
The document reflects the results of the phases related to classification
and measurement, impairment and hedge accounting of IASB’s plan
to replace IAS 39. The standard introduces new criteria to classify
and measure financial assets and liabilities. In particular, for the
financial assets the new standard uses a single approach based on
the management of financial instruments and the characteristics of
the contractual cash flows of the financial assets to determine their
measurement method, replacing the different methods provided for by
IAS 39.
On the other hand, for financial liabilities the main change concerns the
accounting treatment of changes in the fair value of a financial liability
designated as a financial liability recognized at fair value through profit
or loss, in case these changes are due to changes in the issuer’s credit
rating at fair value. Under the new standard, these changes must be
recognized through other comprehensive income and no longer through
profit or loss.

With reference to the impairment model, the new standard requires loan
loss estimates be made on the basis of the expected loss model (not on
the incurred loss model) using supportable information, available without
unreasonable costs or efforts that would include historical, current and
prospective data. The standard requires that this model be applied to all
financial instruments, tat is to all financial assets measured at amortized
cost, to those recognized at fair value through other comprehensive
income, to receivables arising from rental contracts and to trade
receivables.
Lastly, the standard introduces a new model of hedge accounting to
modify the requirements of the current IAS 39, which sometimes are
considered too strict and unsuited to reflect entities’ risk management
policies. The main developments of the document concern:
• increase in the number of transactions eligible for hedge accounting,
including also the risks of non-financial assets/liabilities eligible for
hedge accounting treatment;
• change of accounting treatment of forward contracts and options when
they are embedded in a hedge accounting relationship, to reduce the
volatility of the income statement;
• amendments to the effectiveness test by replacing the current
procedure based on the 80%-125% range with the concept of
“economic relationship” between hedged item and hedging instrument.
A retrospective assessment of effectiveness of the hedging relationship
will no longer be required.
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EC endorsement
Regulation

Date
of publication

Date
of application

1905/2016

29 October 2016

1 January 2018

Description
of standard/amendment
IFRS 15 - Revenue from Contracts with Customers
The objective of IFRS 15 is to establish a new revenue recognition model
which will apply to all contracts entered into with customers except those
that fall within the scope of other IFRSs/IAS, such as leases, insurance
contracts and financial instruments. The key steps to account for revenue
according to the new model include:
• identify the contract(s) with the customer;
• identify the performance obligations of the contract;
• determine the transaction price;
• allocate the transaction price to the performance obligations in the
contract;
• recognize revenue when (or as) the entity satisfies a performance
obligation.
On the 12th April 2016 the Board has issued amendments to the
Revenue Standard, clarifying some requirements and providing additional
transitional relief for companies that are implementing the new Standard.
The amendments clarify how to:
• identify a performance obligation (the promise to transfer a good or a
service to a customer) in a contract;
• determine whether a company is a principal (the provider of a good or
service) or an agent (responsible for arranging for the good or service
to be provided); and
• determine whether the revenue from granting a licence should be
recognised at a point in time or over time.
In addition to the clarifications, the amendments include two additional
reliefs to reduce cost and complexity for a company when it first applies
the new Standard.
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ACCOUNTING STANDARDS,
AMENDMENTS AND INTERPRETATIONS
NOT YET ENDORSED BY THE EUROPEAN UNION
Date
of publication
(IASB)

Date
of application

IFRS 17
Insurance
contracts

18 May 2017

1 January 2021

On 18 May 2017, the IASB issued IFRS 17 - Insurance Contracts which
applies to annual reporting periods beginning on or after 1 January 2012.
The new standard, which replaces IFRS 4, intends to improve the
understanding of investors, among others, of insurers’ risk exposure,
operating performance, financial position and cash flows. The IASB
published a final version after a long consultation phase. IFRS 17 is a
complex standard which will include certain key differences from the
current accounting treatment regarding the measurement of liabilities and
the recognition of profits.
IFRS 17 applies to all insurance contracts. The accounting model of
reference, the General Model, is based on the present value of expected
cash flows, the identification of a risk adjustment and a contractual
service margin (“CSM”), which cannot be negative and represents the
present value of unearned profit, to be released to profit or loss in each
period with the passage of time.

IFRIC 23
Uncertainty over
Income Tax
Treatments

7 June 2017

1 January 2019

IASB published IFRIC 23 – Uncertainty Over Income Tax Treatment,
which provides guidance on how to account for taxes when there is
uncertainty over the tax treatment of a transaction.
IFRIC 23 is effective as of 1 January 2019.

Amendments to
IAS 7 - Statement
of Cash Flow

29 January 2016

1 January 2017

The Amendments to IAS 7 Statement of Cash Flows are part of
the Initiative Disclosure of the IASB and the objective is to improve
information provided to users of financial statements about an entity's
financial statements to evaluate changes in liabilities related to financing
activities, including both changes related to cash flow and non-monetary
changes. At the starting time of this change, the entity shall not
present comparative information relative to the previous periods. These
amendments are effective from 1 January 2017. Early application is
permitted.

Recognition of
Deferred Tax Assets
for Unrealised
Losses (amendment
to IAS 12)

19 January 2016

1 January 2017

Standard/
amendment
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Description of standard/amendment

IASB clarifies the accounting treatment of deferred tax assets related to
debt instruments measured at fair value.
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Standard/
amendment

Date
of publication
(IASB)

Date
of application

IFRS 16 - Leases

13 January 2016

1 January 2019

The new standard constitutes an innovation in that it established that
leases be reported in entities’ balance sheets, thus enhancing the
visibility of their assets and liabilities.
IFRS 16 repeals the distinction between operating leases and finance
leases (for the lessee), requiring that all lease contracts be treated as
finance leases.
Short-term contracts (12 months) and those involving low value items
(e.g. personal computers) are exempted from this treatment.
The new standard will take effect on 1 January 2019, Early adoption
is permitted provided that also IFRS 15, Revenue from Contracts with
Customers, is applied.

Classification and
Measurement of
Share-based Payment Transactions
(Proposed amendments to IFRS 2)

20 June 2016

1 January 2018

The Board issued amendments to IFRS 2, clarifying how to account for
certain types of share-based payment transactions. The amendments
provide requirements on the accounting for:
• the effects of vesting and non-vesting conditions on the measurement
of cash-settled share-based payments;
• share-based payment transactions with a net settlement feature for
withholding tax obligations; and
• a modification to the terms and conditions of a share-based payment
that changes the classification of the transaction from cash-settled to
equity-settled.

Annual
Improvements to
IFRS Standards
2014-2016 Cycle

8 December 2016

1 January 2017
1 January 2018

The improvements concern:

Description of standard/amendment

• IFRS 12 - Disclosure of Interests in Other Entities; the issue is related
to clarify the scope of the disclosure requirements by specifying that
the disclosure requirements in IFRS 12, other than those in paragraphs
B10–B16, apply to interests that are classified as held for sale or
discontinued operations. The date of application is 1 January 2017.
• IFRS 1 - First-time Adoption of International Financial Reporting
Standards; the objective of this project is to delate some of the shortterm exemptions from IFRSs in Appendix E of IFRS 1, after those
short-term exemptions have served their intended purpose. The date of
application is 1 January 2018.
• IAS 28 - Investments in Associates and Joint Ventures; the issue is to
clarify whether an entity has an investment-by- investment choice for
measuring investees at fair value in accordance with IAS 28 by a venture
capital organisation, or a mutual fund, unit trust or similar entities
including investment linked insurance funds. Additionally, an entity that
is not an investment entity may have an associate or joint venture that
is an investment entity. The Board noted that paragraph 36A of IAS 28
permits such an entity the choice to retain the fair value measurements
used by that investment entity associate or joint venture when applying
the equity method. The date of application is 1 January 2018.
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Date
of publication
(IASB)

Date
of application

IFRIC 22
Foreign Currency
Transactions and
Advance
Considetation

8 December 2016

1 January 2018

IFRIC 22 provides requirements about which exchange rate to use
in reporting foreign currency transactions when payment is made or
received in advance.

Amendments to IAS 40 Investment
Property

8 December 2016

1 January 2018

The amendments concern the application of paragraph 57 of IAS 40
Investment Property, which provides guidance on transfers to, or from,
investment properties.

Standard/
amendment
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Description of standard/amendment
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IFRS 9 Project
In 2016, a project was started to implement IFRS 9 which, as
of 1 January 2018, will replace IAS 39, the standard currently
in force.
IFRS 9 will introduce a new method to classify and measure
financial instruments as well as a new impairment loss model.
The project is organized around the three areas on which the
standard is focused:
• Classification and Measurement (C&M);
• Impairment;
• Hedge Accounting.
For each area, use is made of the same approach followed
in the following macro-activities:
• analysis and preliminary choices (mainly related to the
accounting method and model);
• design of the target operational model and identification
of the relevant IT impacts;
• application and organizational development and impact
analysis.
Based on the plan prepared, the activities under way concern
the identification and analysis of the product portfolio, the
definition and simulation related to the new classification
and measurement rules (business model definition and SPPI
(“solely payment of principal and interest”) Test) as well as the
setting of the parameters to define “significant impairment” and
those for the staging of credit exposures and the calculation of
“expected loss”.

Regarding classification and measurement, analyses were
performed of the cash flows generated by the instruments
(SPPI test) held in the Group’s L&R portfolios at 31 December
2015. To this end, use was made of specific support tools with
an increasing degree of detail. The analyses were conducted
at different levels, taking into account the significance of
the portfolios as well as their homogeneity and business
distribution.
Concerning impairment, the analyses carried out related to the
following main themes:
• staging, or the factors that drive, within the credit portfolio,
the transition from stage 1 (with impairment provision equal
to the 12-month expected loss) to stage 2 (with impairment
provision equal to lifetime expected credit losses) and vice
versa;
• cash flows, to calculate expected credit losses, especially
lifetime credit losses;
• preparation of a forward-looking model.
The project activities have been largely completed and the
implementation of the new procedures on the corporate IT
systems are under way. From a quantitative point of view,
the application of the new IFRS 9 will have an impact on
consolidated equity within the limit of 1% of its amount.
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MAIN ITEMS
IN THE FINANCIAL
STATEMENTS
This section shows the accounting policies adopted to prepare
the consolidated half year report as of 30 June 2017. Such
description is provided with reference to the recognition,
classification, measurement and derecognition of the different
assets and liabilities.

1. Held-for-trading financial assets

This item includes financial assets held in the trading portfolio,
reflecting essentially the positive value of derivative contracts
not designated as hedging instruments.
Derivatives are recognized as assets if their fair value is positive
and as liabilities if their fair value is negative.
Assets and liabilities arising from transactions with the
same counterparty can be offset only if there is the legally
enforceable right to offset the amounts recognized and the
parties intend to settle on a net basis (see IAS 32).
No reclassifications to other financial asset categories are
permitted, save for the existence of unusual events that can
hardly take place again in the short term. In these cases, debt
and equity instruments that are no longer held for trading can
be reclassified only for in particular situations, under IAS 39
(Financial assets held to maturity, Available for sale financial
assets, Receivables). These assets are transferred at their fair
value at the time of reclassification.
Initial recognition takes place on the date of settlement for debt
and equity instruments and on the execution date for derivative
contracts. Held-for-trading assets are initially recognized
at their fair value, which is normally the price paid, without
considering transaction costs and income attributable to the
instrument.
After initial recognition, held-for-trading financial assets and
liabilities are measured at their fair value. Any changes in fair
value are recognized through profit or loss under item 80 “Net
result of trading activities”.
The fair value of derivative contracts quoted in an active
market is determined on the basis of the market value of such
contracts at the end of the period. In the absence of an active
market, use is made of estimation methods and valuation
models that take into account the risk factors associated to the
instruments and based on market data, such as interest rates.
Equity instruments, units of UCITS and derivatives with equity
instruments as underlying not quoted in an active market, for
which the fair value cannot be determined reliably according to
the above guidelines, are reported at cost.
Held-for-trading financial assets and liabilities are derecognized
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when the contractual rights to the cash flows deriving
therefrom expire or when the financial asset or liability is sold,
substantially transferring all related risks and rewards.

2. Available-for-sale financial assets

These are financial assets other than derivatives which are
not classified as receivables, financial assets held to maturity
or assets recognized at their fair value. These assets are held
for an indefinite period of time and can be sold to generate
liquidity or to meet changes in interest rates, exchange rates
and prices.
Available-for-sale financial assets include money market, debt
and equity instruments; they include non-controlling equity
interests that do not quality as investments in subsidiaries, joint
ventures or associated companies.
Debt and equity instruments are recognized as financial assets
on the settlement date while receivables are recognized on the
disbursement date.
Financial assets are initially recognized at their fair value,
including transaction costs and income attributable directly
to the instrument. Financial assets reclassified from Financial
assets held to maturity are initially recognized at their fair value
at the time of transfer.
Subsequently, Available-for-sale financial assets are measured
at their fair value. Interest, calculated with the amortized cost
method is recognized in the income statement while changes
in fair value are recognized through equity, in item 140
“Valuation reserve”. Changes in fair value are reported also in
the Statement of comprehensive income.
Fair value is determined on the basis of the criteria already
illustrated for held-for-trading financial assets.
Equity instruments not quoted in an active market and
whose fair value cannot be determined due to lack of reliable
information are recognized at cost, which reflects the latest
reliably measured fair value.
Tests to determine the existence of objective evidence of
impairment are conducted at year-end or interim reporting
dates. In the case of debt instruments classified as AFS, the
impairment is assessed based on the same criteria as financial
assets carried at amortized cost. However, the amount
recorded for impairment is the cumulative loss measured as
the difference between the amortized cost and the current fair
value, less any impairment loss on that investment previously
recognized in the statement of profit or loss.
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In the case of equity investments classified as AFS, objective
evidence would include a significant or prolonged decline in
the fair value of the investment below its cost. “Significant”
is evaluated against the original cost of the investment and
“prolonged” against the period in which the fair value has been
below its original cost. When there is evidence of impairment,
the cumulative loss – measured as the difference between the
acquisition cost and the current fair value, less any impairment
loss on that investment previously recognized in the statement
of profit or loss – is removed from OCI and recognized in the
statement of profit or loss.
Impairment losses are reported in item 130.b) “Impairment/
reinstatement of value of available-for-sale financial assets”.
If the reasons for the impairment no longer apply, following the
occurrence of an event after the recognition of the relevant
loss, the impairment loss previously recognized is reversed
through profit or loss, in the case of debt instruments, and
through OCI, in the case of equity instruments. The amount
of the reinstatement cannot, under any circumstance, exceed
the amortized cost that the instruments would have had in the
absence of previous impairments.
In case of disposal of the financial asset, cumulative gains and
losses are released to the income statement to item 100.b)
“Gains (losses) on disposal or buyback of available-for-sale
financial assets”.

3. Financial assets held to maturity

Held-to-maturity investments are non-derivative financial
assets that have either fixed or determinable payments and a
fixed maturity – other than those that can be classified as loans
to banks or loans to customer - and for which there is the
ability and the intention to hold to maturity.
If during the year a significant amount of such investments
is sold or reclassified, before their maturity, the remaining
financial assets held to maturity would be reclassified as
available-for-sale financial assets and use of this category
would be precluded for the following two years, unless the
sales or reclassifications:

• take place after the collection of substantially all the original
capital of the financial asset through planned or advance
repayments;
• are attributable to an isolated, uncontrollable event that is not
recurring and could not be reasonably predicted.
Initial recognition of these financial instruments takes place
at the settlement date. Financial assets held to maturity are
initially recognized at their fair value, including any income and
transaction costs that are directly attributable. Subsequently,
they are measured at amortized cost by using the effective
interest rate method.
Gains or losses related to financial assets held to maturity
are recognized through profit or loss when such assets are
derecognized or impaired or through the amortization of the
difference between the initial carrying amount and the amount
repayable at maturity.
Tests to determine the existence of objective evidence of
impairment are conducted at year-end or interim reporting
dates. In the presence of such objective evidence, the amount
of the loss is measured as the difference between the carrying
amount of the asset and the present value of the estimated
future cash flows, as discounted at the original effective
interest rate. Impairment losses are reported in item 130.c)
“Impairment/reinstatement of value of financial assets held to
maturity”.
If the reasons for the impairment no longer apply, following the
occurrence of an event after the recognition of the relevant
loss, the impairment loss previously recognized is reversed
through profit or loss. The amount of the reinstatement cannot,
under any circumstance, exceed the amortized cost that
the instruments would have had in the absence of previous
impairments.
Financial assets held to maturity are derecognized when the
contractual rights to the cash flows deriving there from expire
or when the financial asset is sold, substantially transferring all
related risks and rewards. In case of disposal/derecognition of
the financial asset, cumulative gains and losses are released
to the income statement to item 100.c) “Gains (losses) on
disposal or buyback”.

• are so close to the maturity date or the date of the option
for the repayment of the financial asset that interest rate
fluctuations would not have a significant effect on the fair
value of the asset;
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4. Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market, and are not recognized as “Assets held for trading”
or designated as “Available for- sale assets” or “Assets held to
maturity”.
“Loans to customers” include receivables originated from
instalment loans, finance leases and loans disbursed, in
connection with the factoring business, on a recourse basis.
Regarding receivables sold on a non-recourse basis, these
are reported in the presence of contractual clauses that do not
transfer substantially the relevant risks and rewards.
Lease agreements are classified as finance leases whenever the
relevant term and conditions are such as to transfer substantially
all the risks and benefits of ownership from the lessor to the
lessee. All the other leases are operating leases. The amounts
due from lessees under finance leases are recognized as
receivables for the amount of the Group’s investment in the
leased assets.
Loans and receivables are recognized initially upon
disbursement.
Upon initial recognition, loans and receivables are recorded at
fair value, which is typically the amount of the sum disbursed,
including income and transaction costs that are directly
attributable to the single loan or receivable and determinable
since inception of the transaction, even though the relevant
monetary amount is collected or paid subsequently.
Subsequently, loans and receivables are measured at
amortized cost, or the difference between their carrying
amount on initial recognition – as increased or decreased for
any principal repayment, impairments or reinstatements – and
the amortization, calculated with the effective interest rate,
of the difference between the amount disbursed and that
due at maturity, taking into account costs or income directly
attributable to the individual loan or receivable. The effective
interest rate is equal to the discount rate that sets the present
value of the future cash flows of the loan or receivable, in terms
of principal and interest, equal to the amount disbursed less
any cost/income attributable to the loan or receivable. This
accounting treatment, based on a cash flow rationale, makes it
possible to distribute the effects of costs/income throughout the
terms to maturity of the loan or receivable. Short-term loans or
receivables, which are not impacted by the time value of money,
are reported at their initial carrying amount.
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Gains and (losses) on loans are recognized through profit or loss:
• when the financial asset in question is derecognized, in item
100.a) “Gains (losses) on loan or receivable disposals”; or:
• when the financial asset is impaired (or when the original
value is reinstated), in item 130.a) “Impairment/ reinstatement
of value due to impairment of loans or receivables”.
Interest earned on loans or receivables are recognized in
item 10. “Interest and similar income” and is recognized
in accordance with the effective interest rate method as
apportioned throughout the remaining term of the loan.
The carrying amount of loans and receivables is tested from
time to time for recoverability through an analysis designed to
identify those that, following the occurrence of events after their
disbursement, show objective evidence of possible impairment.
These include loans or receivables classified as non-performing,
non-accruing, restructured or past due, in accordance with the
rules enacted by Bank of Italy in force at 31 December 2016,
consistent with IAS/IFRSs.
These deteriorated loans and receivables are evaluated
individually and the amount of the adjustment for each is equal
to the difference between its carrying amount upon initial
recognition (amortized cost) and the present value of future cash
flows, as discounted at the original effective interest rate.
Loans and receivables for which no objective evidence of
impairment has been gathered individually are tested for any
collective impairment. The evaluation is carried out by grouping
these loans and receivables by consistent credit risk categories
and the loss percentages are estimated taking into account the
time series of the losses associated with each category.
The losses are recognized through profit or loss. If an impaired
loan or receivable is recovered, the amount is recognized as a
debit to “Impairment losses due to credit deterioration”.
The full or partial write-off of an uncollected loan or receivable
takes place when such loan or receivable is considered as
definitely irrecoverable. The loss is recognized in the income
statement less any previous impairment losses taken.
Deteriorated loans are derecognized only if the sale entailed the
substantial transfer of all related risks and rewards. By contrast,
when the risks and rewards of the loans or receivables sold
have not been transferred, these continue to be reported on
the balance sheet, even though ownership of the loan or the
receivable has been transferred.
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In the event that the substantial transfer of risks and
rewards cannot be ascertained, the loans or receivables are
derecognized whenever no type of control has been maintained
over them. By converse, keeping control, in whole or in part,
involves the on-balance-sheet recognition on the balance
sheet of the loans or receivables for the balance outstanding,
as measured by the exposure to changes in value of the loans
or receivables sold and the changes in the relevant cash flows.
Lastly, loans or receivables sold are recognized whenever
the contractual rights to receive the related cash flows are
maintained whenever the entity is required to pay such cash
flows to a third party.
Deteriorated loans or receivables
Deteriorated exposures – i.e. those with the features outlined
in paragraphs 58-61 of IAS 39 – are classified in the categories
listed below, in accordance with Bank of Italy’s guidance
contained in Circular no. 272 of 30 July 2008 as amended:
• non-performing: the total amount of cash and off-balancesheet exposure toward an entity in a state of insolvency
(including in the absence of a court ruling) or in substantially
similar situations, regardless of any loss forecasts by the
bank. This category does not include any deterioration
determined by country risk. The assessment is generally
made on an individual basis;
• probable defaults (“unlikely to pay”): the total amount of cash
and off-balance-sheet exposure which does not qualify
as non-performing but which are considered as unlikely
to be repaid (in terms of principal or interest), absent any
action such as calling on guarantees, by the borrower.
This assessment is generally made regardless of any past
due amount or instalment. Probable defaults are generally
assessed on an individual basis or by applying a pre-set
percentage to the various credit risk categories;
• past due and/or excess exposures: these are cash exposures
other than those classified as non-performing or probable
defaults that, at the reporting date, are either past due or
exceed approved credit limits. Past due and/or excess
exposures can be determined by reference to either the
individual borrower or the individual transaction.

Securitized receivables
Certain Group companies participate in receivable
securitization programs as sellers and subscribers of bonds
issued under these programs.
Securitization transactions involve the sale on a non-recourse
basis of a receivable portfolio to a vehicle company, which
in turn finances the purchase of these receivables by issuing
asset-backed securities, that is bonds whose repayment of
principal and interest depend on the cash flow generated by
the receivable portfolio.
Asset-backed securities are ranked by seniority and rating,
with the senior placed in the market with investors while the
junior notes, which are subordinated to senior notes in priority
of repayment, are placed with companies of the FCA Group.
According to IFRS 10, vehicles are included in the scope
of consolidation, as the placement of junior asset-backed
securities and participation of the originator in the set-up of the
program, imply control over the SPE.

5. Hedging transactions

Hedging transactions are intended to offset potential losses/
gains on a specific item or group of items, attributable to a
specific risk, through the gains/losses generated on another
instrument or group of instruments in the event that the
specific risk in question materializes. The FCA Bank Group
hedges its exposure to the interest rate risk associated with
receivables arising from instalment loans and bonds issued
at fixed interest rates with derivatives designated as fair value
hedges. Derivatives entered into to hedge the variable interest
rate risk associated with the debt of the companies engaged in
long-term rental are designated as cash flow hedges.
Only derivatives entered into with a counterparty not belonging
to the Group may be treated as hedging instruments.
Hedging derivatives are stated at fair value. Specifically:
• in the case of cash flow hedges, derivatives are recognized
a their fair value. Any change in the fair value of the effective
part of the hedge is recognized through OCI, in item 140.
“Valuation reserve” while any change in the fair value of the
ineffective part of the hedge is recognized through profit or
loss in item 90.
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• in the case of fair value hedges, any change in the fair value of
the hedging instrument is recognized through profit or loss in
item 90. “Net result of hedging activity”. Any change in the fair
value of the hedged item, attributable to the risk hedged with
the derivative instrument, is recognized through profit and loss
as an offsetting entry of the change in the carrying amount of
the hedged item.
The fair value of derivative instruments is calculated on the
basis of interest and exchange rates quoted in the market,
taking into account the counterparties’ creditworthiness, and
reflects the present value of the future cash flows generated by
the individual contracts.
Gains or losses on derivatives hedging interest rate risk are
allocated either to “Interest and similar income” or “Interest and
similar expenses”, as the case may be.
A derivative contract is designated for hedging activities if there
is a formal document of the relationship between the hedged
instrument and the hedging instrument and whether the hedge
is effective since inception and, prospectively, throughout its life.
A hedge is effective (in a range between 80% and 125%) when
the changes in the fair value (or cash flows) of the hedging
financial instrument almost entirely offset the changes in
hedged item with regard to the risk being hedged.
Effectiveness is assessed at every year-end or interim reporting
date by using:
• prospective tests, to demonstrate an expectation of
effectiveness in order to qualify for hedge accounting;
• retrospective tests, to ensure that the hedging relationship
has been highly effective throughout the reporting period,
measuring the extent to which the achieved hedge deviates
from a perfect hedge.
If the tests fail to demonstrate hedge effectiveness, hedge
accounting, as indicated above, is discontinued and the
derivative contract is reclassified to held-for-trading financial
assets or financial liabilities and is therefore measured in a
manner consistent with its classification. In case of macro
hedging, IAS 39 permits the establishment of a fair value
hedge for the interest rate risk exposure of a designated
amount of financial assets or liabilities so that a group of
derivative contracts can be used to offset the changes in fair
value of the hedged items as interest rates vary.
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Macro hedges cannot be applied to a net position being the
difference between financial assets and liabilities.
Macro hedging is considered highly effective if, like fair value
hedges, at inception and in subsequent periods the changes in
fair value of the hedged amount are offset by the changes in fair
value of the hedging derivatives in the range of 80% to 125%.

6. Investments

Investments in joint ventures (IFRS 11) as well as in companies
subject to significant influence (IAS 28) are recognized with the
equity method.
Under the equity method, the investment in an associate or a
joint venture is initially recognized at cost.
If there is any evidence that the value of an investment has
been impaired, the recoverable value of the investment is
estimated, taking account the present value of the future cash
flows that it will generate, including its disposal value.
If the recovery value is lower than book value, the difference is
recorded in the income statement.
In subsequent periods, if the reasons for the impairment cease
to exist, the original value may be restored through the income
statement.

7. Tangible assets

This item includes furniture, fixtures, technical and other
equipment and assets related to the leasing business.
These tangible assets are used to provide goods and services,
to be leased to third parties, or for administrative purposes and
are expected to be utilized for more than one period.
This item consists of:
• assets for use in production
• assets held for investment purposes.
Assets held for use in production are utilized to provide goods
and services as well as for administrative purposes and are
expected to be used for more than one period. Typically, this
category includes also assets held to be leased under leasing
arrangements.
This item includes also assets provided by the Group in its
capacity as lessor operating lease agreements.
Assets leased out include vehicles provided under operating
lease agreements by the Group’s long-term car rental
companies. Trade receivables to be collected in connection with
recovery procedures in relation to operating leases are classified
as “Other assets”. Operating lease agreements with a buyback
clause are also included in “Other assets”.
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Tangible assets comprise also leasehold improvements,
whenever such expenses are value accretive in relation to
identifiable and separable assets. In this case, classification
takes place in the specific sub-items of reference in relation to
the asset.
Asset held for investment purposes refer to investment property
as per IAS 40, i.e. properties held (owned or under a finance
lease) in order to receive rental income and/or an appreciation of
the invested capital.
Tangible assets are initially recognized at cost, inclusive of
purchase price and all the incidental charges incurred directly
to purchase and to put the asset in service. Costs incurred after
purchase are only capitalized if they lead to an increase in the
future economic benefits deriving from the asset to which they
relate. All other costs are recorded in the income statement as
incurred.
Subsequently, tangible assets are recognized at cost, less
accumulated depreciation and impairment losses.
Depreciation is calculated on a straight line basis considering
the remaining useful life and value of the asset.
At every reporting date, if there is any evidence that an asset
might be impaired, the book value of the asset is compared with
its realizable value – equal to the greater of fair value, net of any
selling costs, and the value in use of the asset, defined as the
net present value of future cash flows generated by the asset.
Any impairment losses and adjustments are recorded in the
income statement, item 200 “Impairment/reinstatement of
tangible assets”.
If the reasons that gave rise to the impairment no longer apply,
then the loss is reversed for the amount that would restore the
asset to the value that it would have had in the absence of any
impairment, less accumulated depreciation.
Initial direct costs incurred in the negotiation and execution of
an operating agreement are added to the leased assets in equal
instalments, based on the length of the agreement.
Tangible assets are derecognized upon disposal or when they
are retired from production and no further economic benefits
are expected from them. Any difference between the selling
price or realizable value and the carrying amount is recognized
through profit or loss, item 270 “Gains (losses) from the sale of
investments”.

8. Intangible assets

Intangible assets are non-monetary long-term assets,
identifiable even though they are intangible, controlled by
the Group and which are likely to generate future economic
benefits.
Intangible assets include mainly goodwill, software, trademarks
and patents.
Goodwill arising in a business combination is initially measured
at cost (being the excess of the aggregate of the consideration
transferred and the amount recognized for non-controlling
interests) and any previous interest held over the fair value of
net identifiable assets acquired and liabilities assumed.
In the case of software generated internally the costs incurred
to develop the project are recognized as intangible assets
provided that the following conditions are met: technical
feasibility, intention to complete, future usefulness, availability
of sufficient technical and financial resources and the ability to
measure reliably the costs of the project.
Intangible assets are recognized if they are identifiable and
originated from legal or contractual rights.
Intangible assets purchased separately and/or generated
internally are initially recognized a cost and, except for
goodwill, are amortized on a straight line basis over their
remaining useful life.
Subsequently, they are measured at cost net of accumulated
amortization and any accumulated impairment losses. The
useful life of intangible assets is either definite or indefinite.
Definite-life intangibles are amortized over their remaining useful
life and are tested for impairment every time there is objective
evidence of a possible loss of value. The amortization period
of a definite-life intangible asset is reviewed at least once every
year, at year end. Changes in the useful life in which the future
economic benefits related to the asset will materialize result in
changes in the amortization period and
are considered as changes in estimates. The amortization
of definite-life intangible asset is recognized in the income
statement in the cost category consistent with the function of
the intangible asset.
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Indefinite-life intangible assets, including goodwill, are not
amortized but are tested every year for impairment both
individually and at the level of cash generating units. Every
year (or whenever there is evidence of impairment) goodwill
is tested for impairment. To this end, the cash generating unit
to which goodwill is to be attributed is identified. The amount
of any impairment is calculated as the difference between the
carrying amount of goodwill and its recoverable value, if lower.
Recoverable value is equal to the greater of the fair value of the
cash generating unit, less any selling costs, and the relevant
value in use.
Any adjustments are recognized in the income statement,
item 260. “Goodwill impairment”. No reversal of impairment is
permitted for goodwill.
Intangible assets are derecognized upon disposal or when and
no further economic benefits are expected from them. Any
difference between the selling price or realizable value and the
carrying amount is recognized through profit or loss, item 270
“Gains (losses) from the sale of investments”.

9. Current and deferred taxation

Deferred tax assets and liabilities are recognized on the
balance sheet of the consolidated financial statements in items
140. “Tax assets” and 80. “Tax liabilities”.
Tax assets and liabilities are recognized in the consolidated
statement of financial position in line item 140. “Tax assets” on
the asset side and line item 80. “Tax liabilities” on the liability side.
In accordance with the balance sheet method, current and
deferred taxes are accounted for as follows:
• current tax assets, that is payments in excess of taxes due
under applicable national tax laws;
• current tax liabilities, or taxes payable under applicable
national tax laws;
• deferred tax assets, that is income taxes recoverable in
future years and related to:
• deductible timing differences;
• unused tax loss carry-forwards; and
• unused tax credits carried forward;
• deferred tax liabilities, that is income tax amounts payable
in future years due to the excess of income over taxable
income due to timing differences.
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Current and deferred tax assets and liabilities are calculated
by applying national tax laws in force and are accounted for
as an expense (income) in accordance with the same accrual
basis of accounting applicable to the costs and revenues that
generated them.
Generally, deferred tax assets and liabilities arise in the cases
where the deductibility of a cost or the taxability of a revenue is
deferred with respect to their recognition.
Deferred tax assets and liabilities are recognized on the basis of
the tax rates that, at the balance sheet date, are expected to be
applicable in the year in which the asset will be realized or the
liability extinguished, on the basis of the tax legislation in force,
and are periodically revised to take account of any change in
legislation.
Deferred tax assets are recognized, to the extent that they can
be recovered against future income. In accordance with IAS 12,
the probability that there is sufficient taxable income in future
should be verified from time to time. If the analysis reveals that
there is no sufficient future income, the deferred tax assets are
reduced accordingly.
Current and deferred taxes are recognized in the income
statement, item 290 “Income tax on continuing operations”,
with the exception of those taxes related to items recognized,
in the current or in another year, directly through equity, such
as those related to gains or losses on available-for-sale financial
assets and those related to changes in the fair value of cash
flow hedges, whose changes in value are recognized, on an
after-tax basis, directly in the statement of comprehensive
income in the “Valuation reserve”.
Current tax assets are shown in the balance sheet net of
current tax liabilities whenever the following conditions are met:
• existence of an enforceable right to offset the amounts
recognized;
• the parties intend to settle the assets and liabilities in a
single payment on a net basis or to realize he asset and
simultaneously extinguish the liability.
Deferred tax assets are reported in the Statement of financial
position net of deferred tax liabilities whenever the following
conditions are met:
• existence of a right to offset the underlying current tax assets
with current tax liabilities; and
• both deferred tax assets and liabilities relate to income taxes
applied by the same tax jurisdiction on the same taxable
entity or on different taxable entities that intend to settle the
current tax assets and liabilities on net basis (typically in the
presence of a tax consolidation agreement).
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10. Provisions for risks and charges

Post-employment benefits and similar obligations
Post-employment benefits are established in accordance with
labour agreements and are qualified as defined-benefit plans.
Obligations associated with employee defined-benefit
plans and the relevant pension costs associated to current
employment are recognized based on actuarial estimates
by applying he projected unit credit method. Actuarial
gains/losses resulting from the valuation of the liabilities
of the defined-benefit plan are recognized through Other
Comprehensive Income (OCI) in the “Valuation reserve”. Such
re-measurements
are not reclassified to profit or loss in subsequent periods.”
The discount rate used to calculate the present value of
the obligations associated with post-employment benefits
changes depending on the country/currency in which the
liability is denominated and is set on the basis of yields, at the
balance sheet date, of bonds issued by prime corporates with
an average maturity consistent with that of the liability. Net
interest is calculated by applying the discount rate to the net
defined benefit liability or asset.”
Other provisions
Other provisions for risks and charges relate to costs and
charges of a specified nature and existence certain or
probable but whose amount or date of payment is uncertain
on the balance sheet date. Provisions for risks and charges are
made solely whenever:
a) there is a current (legal or constructive) obligation as a result
of a past event;
b) fulfilment of this obligation is likely to be onerous;
c) the amount of the liability can be reliably estimated.
When the time value of money is significant, the amount of a
provision is calculated as the present value of the expenses
that will supposedly be incurred to extinguish the obligation.
This item includes also long-term benefits to employees whose
expenses are determined with the same actuarial criteria as
those of the defined-benefit plans. Actuarial gains or losses are
all recognized as incurred through profit or loss.

11. Debts, securities outstanding
and other liabilities

The items Bank borrowings, Due to customers and Securities
outstanding include the financial instruments (other than
financial liabilities held for trading and recognized at their fair
value) issued to raise funds from external sources. In particular,
securities outstanding reflect bonds issued by Group
companies and securities issued by the SPEs in relation to
receivable securitization transactions.
These financial liabilities are recognized on the date of
settlement at fair value, which is normally the amount
collected or the issue price, less any transaction costs directly
attributable to the financial liability.
Subsequently, these instruments are recognized at their
amortized cost, on the basis of the effective interest method.
The only exception is short-term liabilities, as the time value of
money is negligible, which continue to be recognized on the
basis of the amount collected.
Financial liabilities are derecognized when they reach maturity
or are extinguished. Derecognition takes place also in the
presence of a buyback of previously issued securities. The
difference between the carrying amount of the liability and the
price paid to buy it back is recognized through profit or loss,
item 100.d) “Gains (Losses) on buyback of financial liabilities”.

12. Financial liabilities held for trading
Financial liabilities held for trading include mainly derivative
contracts that are not designated as hedging instruments.
These financial liabilities are recognized initially at their fair
value initially and subsequently until they are extinguished,
with the exception of derivative contracts to be settled
with the delivery of an unlisted equity instrument whose
fair value cannot be determined reliably and that, as such,
are recognized at cost.
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13. Insurance assets and liabilities

IFRS 4 defines insurance contracts as contracts under which
one party (the insurer) accepts significant insurance risk from
another party (the policyholder) by agreeing to compensate
the policyholder (or a party designated by the policyholder) if a
specified uncertain future event (the insured event) adversely
affects the policyholder.
The Group’s insurance activity concerns the reinsurance of life
and non-life insurance policies sold by insurance companies
to customers of consumer credit companies to protect the
payment of the debt.
The items described below reflect, as prescribed by paragraph
2 of IFRS 4, the operating and financial effects deriving from
the reinsurance contracts issued and held.
In essence the accounting treatment of such products calls for
the recognition:
• in items 150. “Net premiums” and 160. “Income (losses)
from insurance activities” of the income statement, (i) of
the premiums, which include the premiums written for the
year following the issue of contracts, net of cancellations;
(ii) changes in technical provisions, reflecting the variation
in future obligations toward policyholders arising from
insurance contracts; (iii) commissions for the year due
to intermediaries; (iv) cost of claims, redemptions and
expirations for the period;
• in item 130. “Technical provisions”, on the liability side, of the
obligations toward policyholders, calculated individually for
every contract with the prospective method, on the basis of
demographic/financial assumptions currently used by the
industry;
• in item 110. “Technical provisions ceded to reinsurers”, on the
asset side, the obligations attributable to reinsurers.

14. Other information

Employee Severance Fund
The FCA Bank Group has established different definedbenefit and defined-contribution pension plans, in line with
the conditions and practices in the countries in which it
carries out its activities.
In Italy, the Employee Severance Fund is treated as “postemployment benefits”, classified as:
• “defined-contribution plan” for the severance amounts
accrued to employees as of 1 January 2007 (effective
date of Legislative Decree no. 252 on the reform of
supplementary pension funds), both in case the employee
exercised the option to allocate the sums attributable
to him/her to supplementary pension funds and in case
the employee opted for the allocation of these sums
to INPS’s Treasury fund. For these sums, the amount
accounted for as personnel expenses is determine on the
basis of the contributions due without applying actuarial
calculation methods;
• “defined-benefit plan”, recognized on the basis of its
actuarial value as determined by using the projected
credit unit method, for the severance amounts accrued
until 31 December 2006. These amounts are recognized
on the basis of their actuarial value as determined by
using the projected credit unit method. To discount
these amounts to present value, the discount rate was
determined on the basis of yields of bonds issued
by prime corporates taking into account the average
remaining duration of the liability, as weighted by the
percentage of any payment and advance payment, for
each payment date, in relation to the total amount to
be paid and paid in advance until the full amount of the
liability is extinguished.
Costs related to the employee severance fund are
recognized in the income statement, item no. 180.a)
“Administrative expenses: personnel expenses” and
include, for the part relating to the defined-benefit plan
(i) service costs related to companies with less than 50
employees; (ii) interest cost accrued for the year, for the
defined-contribution part; (iii) the severance amounts
accrued in the year and credited to either the
pension funds or to INPS’s Treasury fund.
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On the Statement of financial position, the “Employee
severance fund” reflects the balance of the fund exiting
at 31 December 2006, minus any payment made until
31 December 2016. Item 100 “Other liabilities” – “Due to
social security institutions” shows the debt accrued at 31
December 2016 relating to the severance amounts payable
to pension funds and INPS’s Treasury fund.
Actuarial gains and losses, reflecting the difference
between the carrying amount of the liability and the
present value of the obligation at year-end, are recognized
through equity in the Valuation reserve, in accordance with
IAS 19 Revised.
Revenue recognition
Revenue arising from the use by others of the Company’s
assets yielding interest is recognized, when it is probable that
the economic benefits associated with the transaction will flow
to the Company and the amount can be reliably quantified. In
particular, for all financial instruments measured at amortized
cost, such as loans and receivables to customers and banks,
and interest-bearing financial assets classified as AFS, interest
income is recorded using the effective interest rate (EIR) and
classified under “Interest and similar income”.
Commissions receivable upon execution of a significant act
or upon the rendering of a service are recognized as revenue
when the significant act has been completed or when the
services are provided. On the other hand, commissions related
to origination fees received by the entity relating to the creation
or acquisition of a financial asset are deferred and recognized
as an adjustment to the effective rate of interest.
Revenues from services are recognized when the services are
rendered.
Dividends are recognized in the year in which their distribution
is approved.
Cost recognition
Costs are recognized as they are incurred. Costs
attributable directly to financial instruments measured
at amortized cost and determinable since inception,
regardless of when the relevant outlays take place, flow
to the income statement via application of the effective
interest rate.
Impairment losses are recognized as incurred.

Finance leases
Lease transactions are accounted for in accordance with
IAS 17.
In particular, recognition of a lease agreement as a lease
transaction is based on the substance that the agreement
on the use of one or more specific assets and whether the
agreement transfers the right to use such asset.
A lease is a finance lease if it transfers all the risks and
benefits incidental to ownership of the leased asset; if it
does not, then a lease is an operating lease.
For finance lease agreements where the FCA Bank Group
acts as lessor, the assets provided under finance lease
arrangements are reported as a receivable in the statement
of financial position for a carrying amount equal to the net
investment in the leased asset. All the interest payments
are recognized as interest income (finance component in
lease payments) in the income statement while the part of
the lease payment relating to the return of principal reduce
the value of the receivable.
Foreign currency transactions
Foreign currency transactions
Foreign currency transactions are entered, upon initial
recognition, in the reference currency by applying to the
foreign currency amount the exchange rate prevailing
on the transaction date. At every interim and year-end
reporting date, items originated in a foreign currency are
reported as follows:
• cash and monetary items are converted at the exchange
rate prevailing at the reporting date;
• non-monetary items, recognized at historical cost, are
converted at the exchange rate prevailing on the date of
the transaction;
• non-monetary items, recognized at fair value, are converted
at the exchange rate prevailing at the reporting date.
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Exchange rate differences arising from the settlement of
monetary items and the conversion of monetary items at
exchange rates other than the initial ones, or those used to
translate the previous year’s accounts, are recognized in
the income statement as incurred. When a gain or a loss
related to a non-monetary item is recognized through OCI,
the exchange rate difference related to such item is also
recognized through OCI.
By converse, when a gain or a loss is recognized through
profit or loss, the exchange rate difference related to such
item is also recognized through profit or loss.
Use of estimates
Financial reporting requires use of estimates and
assumptions which might determine significant effects on
the amounts reported in the Statement of financial position
and in the Income statement, as well as the disclosure
of contingent assets and liabilities. The preparation
of these estimates implies the use of the information
available and subjective assessments, based on historical
experience, used to make reasonable assumptions to
record the transactions. By their nature the estimates and
assumptions used may vary from one year to the next and,
as such, so may the carrying amounts in the following
years, significantly as well, as a result of changes in the
subjective assessments made.
The main cases where subjective assessments are
required include:
• quantification of losses on loans and receivables,
investments and, in general, on financial assets;
• evaluation of the recoverability of goodwill and other
intangible assets;
• quantification of employee provisions and provisions for
risks and charges;
• estimates and assumptions on the recoverability of
deferred tax assets.
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The estimates and assumptions used are periodically
and regularly updated by the Group. Variations in actual
circumstances could require that those estimates and
assumptions are subsequently adjusted. The impacts of
any changes in estimates and assumptions are recognized
directly in profit or loss in the period in which the estimates
are revised, if the revision impacts only that period, or also
in future periods, if the revision impacts both the current
and future periods.
Following are the key considerations and assumptions
made by management in applying IFRS and that could
have a significant impact on the amounts recognized in
the consolidated financial statements or where there is
significant risk of a material adjustment to the carrying
amounts of assets and liabilities during a subsequent
financial period.
• Recoverability of deferred tax assets
The Group had deferred tax assets on deductible
temporary differences and theoretical tax benefits arising
from tax loss carryforwards. The Group has recorded this
amount because it believes that it is likely to be recovered.
In determining this amount, management has taken
into consideration figures from budgets and forecasts
consistent with those used for impairment testing and
discussed in the preceding paragraph on the recoverable
amount of non-current assets.
Moreover, the contra accounts that have been recognized
(i.e. deferred tax assets not recognized to the extent that it
is not probable that taxable profit will be available against
which the unused tax losses or unused tax credits can be
utilized) are considered to be sufficient to protect against
the risk of a further deterioration of the assumptions
in these forecasts, taking account of the fact that the
net deferred assets so recognized relate to temporary
differences and tax losses which, to a significant extent,
may be recovered over a very long period, and are
therefore consistent with a situation in which the time
needed to exit from the crisis and for an economic
recovery to occur extends beyond the horizon implicit in
the abovementioned estimates.
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• Pension plans and other post-employment benefits
Employee benefit liabilities with the related assets,
costs and net interest expense are measured on an
actuarial basis, which requires the use of estimates and
assumptions to determine the net liabilities or net assets.
The actuarial method takes into consideration parameters
of a financial nature such as the discount rate and the
expected long term rate of return on plan assets, the
growth rate of salaries as well as the likelihood of potential
future events by using demographic assumptions such as
mortality rates, dismissal or retirement rates.
In particular, the discount rates selected are based on
yields curves of high quality corporate bonds in the
relevant market. The expected returns on plan assets
are determined considering various inputs from a range
of advisors concerning long-term capital market returns,
inflation, current bond yields and other variables, adjusted
for any specific aspects of the asset investment strategy.
Salary growth rates reflect the Group’s long-term actual
expectation in the reference market and inflation trends.
Changes in any of these assumptions may have an effect
on future contributions to the plans.

• Contingent liabilities
The Group makes provisions for pending disputes and legal
proceedings when it is considered probable that there will be
an outflow of funds and when the amount of the losses arising
therefrom can be reasonably estimated. If an outflow of funds
becomes possible but the amount cannot be estimated, the
matter is disclosed in the notes. The Group is the subject of
legal and tax proceedings covering a range of matters
which are pending in various jurisdictions. Due to the
uncertainty inherent in such matters, it is difficult to predict
the outflow of funds which will result from such disputes.
Moreover, the cases and claims against the Group often derive
from complex and difficult legal issues which are subject
to a different degree of uncertainty, including the facts and
circumstances of each particular case, the jurisdiction and
the different laws involved. In the normal course of business
the Group monitors the stage of pending legal procedures
and consults with legal counsel and experts on legal and tax
matters. It is therefore possible that the provisions for the
Group’s legal proceedings and litigation may vary as the result
of future developments of the proceedings under way.
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INFORMATION
ON TRANSFER BETWEEN
PORTFOLIOS
OF FINANCIAL ASSETS
During the period no inter-portfolio transfers were made.

INFORMATION
ON FAIR VALUE
According to IFRS 13, fair value is the price that would be
received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the
measurement date (exit price). IFRS 7 introduces instead
the definition of “fair value hierarchy”. This standard calls for
fair value to be determined in accordance with a three-level
hierarchy based on the significance of the inputs used in such
measurement.
The objective is to set the price at which the asset can be sold.

The methods adopted by the Company to determine fair value
are illustrated below:

The three levels are as follows:

• bonds issued in connection with securitization transactions,
placed with the public or with private investors, by different
Group entities (Caption: “Bonds outstanding”).

• Level 1 (L1): quoted prices (without adjustments) in an active
market – as defined by IAS 39 – for the assets and liabilities
to be measured;
• Level 2 (L2): inputs other than quoted market prices included
within Level 1 that are observable either directly (prices) or
indirectly (derived from prices) in the market;
• Level 3 (L3): inputs that are not based on observable market
data.

• Austrian government bonds purchased by the Austrian
subsidiary, quoted in regulated markets (Caption: “Assets
held to maturity”);
• bonds issued by the subsidiaries in Ireland, Poland
and Switzerland under, the Euro Medium Term Notes
programme and listed in regulated markets (Caption: “Bonds
outstanding”);

For listed bonds issued in connection with securitization
transactions, reference to prices quoted by Bloomberg.
Financial assets and liabilities classified as (L2), whose fair
value is determined by using inputs other than quoted market
prices that are observable either directly (prices) or indirectly
(derived from prices) in the market, refer to:
• OTC trading derivatives to hedge securitization transactions;
• OTC derivatives entered into to hedge Group companies’
receivables;
• trade receivable portfolio (Caption: Receivables);
• borrowings;
• bonds issued in connection with securitization transactions,
placed with the public or with private investors, by different
Group entities.
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Derivatives are measured by discounting their cash flows at
the rates plotted on the yield curves provided by Bloomberg.
Receivables and payables are measured in the same way.
Bonds outstanding reflect the prices published by Bloomberg.
For unlisted bonds reference is made to quoted prices for
comparable transactions.
In accordance with IFRS 13, to determine fair value, the FCA
Bank Group considers default risk, which includes changes in
the creditworthiness of the entity and its counterparties.
In particular:
• a CVA (Credit Value Adjustment) is a negative amount that
takes into account scenarios in which the counterparty
fails before the company and the company has a positive
exposure to the counterparty. Under these scenarios, the
company incurs a loss equal to the replacement value of the
derivative;

For listed bonds issued in connection with private securitization
transactions, reference is provided by prime banks active in the
market taking as reference equivalent transactions, or made
to the nominal value of the bonds or the fair value attributed by
the banking counterparty that subscribed to them.
The Group uses measurement methods (mark to model) in
line with those generally accepted and used by the market.
Valuation models are based on the discount of future cash
flows and the estimation of volatility;
they are reviewed both when they are developed and from
time to time, to ensure that they are fully consistent with the
objectives of the valuation.
These methods use inputs based on prices prevailing in recent
transactions on the instrument being measured and/or prices/
quotations of instruments with similar characteristics in terms
of risk profile.

• a DVA (Debt Value Adjustment) is a positive amount that
takes into account scenarios in which the company fails
before the counterparty and the company has a negative
exposure to the counterparty. Under these scenarios,
the company obtains a gain for an amount equal to the
replacement cost of the derivative.
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A.4.5 FAIR VALUE
HIERARCHY
A.4.5.1 Assets and liabilities measure at fair value on a recurring basis: breakdown by fair value levels

30/06/2017
L1

L2

L3

L1

L2

L3

1. Financial assets held for trading

-

1,415

-

-

2,339

-

2. Financial assets at fair value through P&L

-

-

-

-

-

-

3. Available for sale financial assets

-

-

-

-

-

12

4. Hedging derivatives assets

-

80,885

-

-

95,131

-

5.Property, plant and equipment

-

-

-

-

-

-

6. Intangible assets

-

-

-

-

-

-

Total

-

82,299

-

-

97,470

12

1. Financial liabilities held for trading

-

4,607

-

-

6,996

-

2. Financial liabilities at fair value through P&L

-

-

-

-

-

-

3. Hedging derivative liabilities

-

55,048

-

-

68,936

-

Total

-

59,656

-

-

75,932

-

L1 = Level 1
L2 = Level 2
L3 = Level 3
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A.4.5.4 Assets and liabilities not measured at fair value or measured at fair value on a non-recurring basis:
distributions for levels of fair value

30/06/2017

1. Held to maturity investments
2. Loans and receivables with banks
3. Loans and receivables
with customers

31/12/2016

BV

L1

L2

L3

BV

L1

L2

L3

9,658

-

10,496

-

9,563

10,458

-

-

1,638,407

- 1,644,860

-

1,497,903

- 1,497,903

-

20,123,485

- 20,137,270

-

18,555,896

- 18,535,611

-

4. Available for sale financial assets

-

-

-

-

-

-

-

-

5. Non-current assets classified
as held for sale

-

-

-

-

-

-

-

-

21,771,550

- 21,792,626

-

20,063,362

10,458 20,033,514

-

1. Deposits from banks

8,630,772

- 8,766,228

-

8,021,610

- 8,300,518

-

2. Deposits from customers

1,062,876

- 1,082,967

-

701,695

-

710,833

-

3. Debt certificates including bonds

11,802,934

8,511,902 3,376,612

- 11,087,597 7,639,216 3,247,762

289,155

Total

4. Liabilities included in disposal
group classified as held for sale
Total

21,496,582

-

-

-

-

8,511,902 13,225,807

-

19,810,902

-

-

-

7,639,216 12,259,113

289,155

BV = Balance sheet value
L1 = Level 1
L2 = Level 2
L3 = Level 3
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RELATED-PARTY
TRANSACTIONS
INFORMATION ON
RELATED-PARTY TRANSACTIONS
Typically, related-party transactions take place at arm’s length.
Intercompany transactions are carried out only after the mutual
benefits of the parties involved are considered. In preparing the
consolidated financial statements for the half year, balances
arising from intercompany transactions are eliminated.

The table below shows assets, liabilities, costs and revenues
at 30 June 2017 by type of related party.

Transactions with related parties: balance sheet

AMOUNTS AS AT 30/06/2017

SHAREHOLDERS

OTHER RELATED
PARTIES

TOTAL

Hetd for trading financial assets

-

19

19

199,228

8,259

207,487

6,602

47,735

54,337

-

29,145

29,145

Other Assets

214,202

74,789

288,991

Total Assets

420,032

159,947

579,979

1,833,686

1,043,134

2,876,820

Deposits from Customers

-

85,817

85,817

Financial liabilities held for trading

-

1,957

1,957

Hedging Derivatives

-

18,635

18,635

93,885

92,758

186,643

1,927,571

1,242,301

3,169,872

SHAREHOLDERS

OTHER RELATED
PARTIES

TOTAL

Interest and similar income

50,111

40,786

90,897

Interest and similar expense

(9,218)

(8,686)

(17,904)

Fee and commission income

2,259

15,637

17,896

Fee and commission expense

(124)

(1,009)

(1,133)

(3,166)

(3,689)

(6,855)

163

23,381

23,544

Loans and receivables with Banks
Loans and receivables with Customers
Hedging Derivatives

Deposits from Banks

Other liabilities
Total liabilities
Transactions with related parties: income statement

AMOUNTS AS AT 30/06/2017

Administrative expenses
Other operating expenses
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SEGMENT REPORTING
AS AT 30 JUNE 2017
ASSETS AND PERFORMANCE
BY SEGMENT
Asset and performance figures by segment are shown in
accordance with IFRS 8 – Operating Segments, with the
adoption of the “full management approach”.
The FCA Bank Group operates through three operating
segments: Retail, Dealer Financing and Rental.
Segment assets (accurate amounts) consist solely of
receivables due from customers. At the end of the first half of
2017, the Retail segment had total assets of euro 14 billion,
up 7% on 31 December 2016 while the Dealer Financing
segment’s were up 8% on the comparable amount at 31
December 2016, settling at euro 6.6 billion. Rental assets, for
their part, increased by 19% on 31 December 2016, reaching
euro 2 billion.

As required by IFRS, it is noted that the Group’s business
is carried out in Europe. However, no management report
is prepared which breaks down performance by foreign
geographical area.
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RETAIL

DEALER
FINANCING

RENTAL

OTHER

TOTAL

30/06/2017

30/06/2017

30/06/2017

30/06/2017

30/06/2017

Net banking income and rental margin

283

73

60

-

416

Net operating expenses

(84)

(18)

(30)

-

(132)

Total cost of risk

(19)

(4)

(4)

-

(27)

-

-

-

3

3

Profit before tax

180

51

26

3

260

Unallocated taxes

-

-

-

(70)

(70)

180

51

26

(67)

190

End of period segment assets

13,996

6,577

2,099

-

22,672

Average segment assets

13,418

6,061

1,768

-

21,247

-

-

-

-

-

SEGMENT REPORTING (€/mln)

Other unallocated income/(expenses)

Net profit

Data as at 30/06/2017
Assets

Unallocated assets
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RETAIL

DEALER
FINANCING

RENTAL

OTHER

TOTAL

30/06/2016

30/06/2016

30/06/2016

30/06/2016

30/06/2016

Net banking income and rental margin

244

52

59

-

355

Net operating expenses

(77)

(16)

(28)

-

(121)

Total cost of risk

(21)

(5)

(2)

-

(28)

-

-

-

(3)

(3)

Profit before tax

146

31

29

(3)

203

Unallocated taxes

-

-

-

(57)

(57)

146

31

29

(60)
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SEGMENT REPORTING (€/mln)

Other unallocated income/(expenses)

Net profit

Data as at 31/12/2016
-

Assets
End of period segment assets

13,002

6,048

1,706

-

20,756

Average segment assets

11,768

5,150

1,580

-

18,498

-

-

-

-

-

Unallocated assets
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