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Introduction
The interim financial statements of the Dexia Crediop Group were prepared
with reference to the regulations issued on the subject by CONSOB, to Bank of Italy
Circular 262/2005 “Banking Financial Statements: formats and rules for preparation”
and to the international accounting standard IAS 34 which regulates the preparation of
interim statements.
They are made up of the Director’s Report on Operations, the Balance Sheet and
Income Statement, the Statement of Changes in Shareholders’ Equity, the Cash Flow
Report and the Explanatory Notes. These last contain comments on the most significant
aspects of the Group’s performance, on the basis of the reclassified Balance Sheet and
Income Statement. The figures in the present statements are stated in millions of euro
unless specified otherwise.
The statements also include the certificate pursuant to Art. 154 – ter, paragraph
5, of Lgs. Dec. 58 of 24 February 1998 and the Balance Sheet and Income Statement of
the Parent Company Dexia Crediop S.p.A.
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1. Report on Operations

1.1 The Dexia Group
The Dexia Crediop Banking Group is the reference point for the activities of the
Dexia Group in Italy.
Dexia is a European bank and the world leader in local public finance. Dexia is
one of the top fifteen banking groups in the euro zone with a stock market capitalization
of EUR 20.3 billion and more than 35,000 employees in 37 countries as of December
31, 2007.
A unique model in the banking sector
Two pillars
Dexia’s future is built on two pillars: its Retail Banking business in Europe and
world leadership in Public/Project Finance.
Dexia intends to expand its Retail Banking business beyond its traditional markets of
Belgium, Luxembourg, Slovakia, and Turkey to become a top-level European player
while building upon its global leadership in Public/Project Finance through geographic
expansion.
Dexia is confident of it can deliver exceptional operational and financial results,
including a dividend per share increase of at least 10% per annum, one of the Group’s
objectives announced in September 2006.
Financial stability
Dexia has vigorous yet prudent growth plans, which adhere to its core values for
managing risk and maintaining financial stability. The Group maintains the highest
standards for underwriting, risk management, operational discipline and product
performance.
Dexia has one of the highest credit ratings in the banking industry. The Group’s
principal banking entities – Dexia Crédit Local, Dexia Bank and Dexia BIL – are all
rated AA/Aa/AA+; three of Dexia’s European subsidiaries issue Triple-A rated secured
bonds; and FSA one of the world’s three largest bond insurers is a Triple-A rated
company.
Long-term commitment to Group values
Dexia has made a long-term commitment to the needs and well-being of its
customers, the harmonious development of society, protection of the environment and
sustainable growth. Dexia expresses its unique corporate culture through its motto –
short term has no future – which describes our approach to the conception and the
management of our business lines.
Dexia’s actions and goals are driven by:
Ambition to constantly improve operational and financial performance while adhering
to our social and environmental values.
Respect for all, including customers, shareholders, employees, suppliers, and other
stakeholders in our businesses.
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Passion for innovation that allows us to meet our goals while contributing to society.
Dexia’s business lines
Public/Project Finance and Credit Enhancement
Over the last decade, Dexia has become the world leader in Public/Project
Finance. Dexia operates in more than 30 countries including France, Belgium, Italy,
United States, Canada, Mexico, Germany, Spain, the UK, Scandinavia, Switzerland,
Austria, Slovakia, Poland, Romania, the Czech Republic, Australia, Israel, Bulgaria,
Hungary and Japan.
Dexia meets the financing needs of local public authorities and other public
services through direct loans, signed commitments, liquidity guarantees and the
purchase of their securities. Dexia offers its customers a full range of products that
include structured loans and debt management.
Dexia deploys its know-how to project finance across the globe while adhering
to highly selective policies in line with the Group’s risk-management standards. Dexia
focuses on transportation, environmental and other essential infrastructure as well as
the renewable energy sector. The Group finances corporate borrowers in countries
where it is active in Universal Banking, such as Belgium, Luxembourg, Turkey and
Slovakia.
Through U.S. subsidiary Financial Security Assurance (FSA), Dexia provides
credit enhancement for municipal bonds, infrastructure projects and asset-backed
securities. Today FSA occupies a dominant position in the U.S. municipal bond
insurance market.
Personal Financial Services
Dexia is a leading European retail bank offering a wide range of banking and
insurance services to more than six million customers – from individuals to small and
medium-sized companies – in Belgium, Luxembourg, Slovakia and Turkey.
Dexia is one of the top retail banks in Belgium and Luxembourg and has a local
bank in Slovakia. Dexia’s DenizBank is the sixth-largest privately owned bank in
Turkey. Dexia Insurance Services supplies all the life and non-life insurance products
sold in the retail networks of the Group in Belgium and Luxembourg, as well as in
France.
Dexia is also a major private banking services provider through various entities,
including joint ventures, principally in Belgium, Luxembourg, Spain, Switzerland and
Denmark.
Treasury and Financial Markets
Dexia’s principal businesses give the Group a strong presence in the capital
markets, where it funds and manages the Group’s balance sheet and structures
sophisticated products and solutions for clients of the various business lines. The
Treasury and Financial Markets business segment generates substantial earnings in
addition to providing support to the entire Group.
Asset Management
Dexia Asset Management is a top-tier asset manager in Europe with a complete
range of investment vehicles from traditional and alternative funds to socially
responsible investments, an area in which Dexia is a leader in Western Europe. Dexia
specializes in the management of mutual funds and institutional and private mandates.
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Dexia Asset Management operates through offices in Brussels, Luxembourg,
Paris and Sydney, and via locally organized client relationship teams throughout
Europe, the Middle East and Australia.
Investor Services
RBC Dexia Investor Services was created in 2006 as a joint venture with Royal
Bank of Canada to offer its expertise in global custody, fund and pension
administration and shareholder services to institutions around the world. The company
ranks among the world’s top 10 global custodians and does business in fifteen countries
on four continents.
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1.2 The Dexia Crediop Group
Besides the Parent Company Dexia Crediop S.p.A., the structure of the Dexia
Crediop Group at 30 June 2008 includes the following subsidiaries:
Company name

Fully consolidated companies
Crediop Overseas Bank Limited
DCC – Dexia Crediop per
Cartolarizzazione S.r.l.
D.C.I. – Dexia Crediop Ireland*

Head Office

la

Investment relationship
Investor
Stake %
company

% of votes held

Cayman Isl.
Rome

Dexia Crediop
Dexia Crediop

100%
100%

100%
100%

Dublin

Dexia Crediop

100%

100%

* Dexia Crediop Ireland is a company incorporated under Irish law, with registered office at 6 George’s
Dock, Dublin 1 and share capital of Euro 700 million represented by 700 million shares, each with a
nominal value of 1 euro, of which:
- 699,999,999 shares are held by Dexia Crediop S.p.A.;
- 1 share is held by Dexia Investments Ireland, in its capacity as Trustee for Dexia
Crediop S.p.A.

1.3 Shareholding Structure of the Parent Company
With respect to 31 December 2007, these have been no changes to the
shareholding structure.
Dexia Crediop’s share capital is fully paid and amounts to Euro 450,210,000
divided into 174,500,000 ordinary shares with a nominal unit value of Euro 2.58. At the
date of approval of the present document it is therefore held as follows:
Dexia Crédit Local: 122,150,000 ordinary shares, representing 70% of the share
capital, totalling Euro 315,147,000;
Banca Popolare di Milano: 17,450,000 ordinary shares, representing 10% of the
share capital, totalling Euro 45,021,000;
Banco Popolare (formerly Banco Popolare di Verona e Novara): 17,450,000
ordinary shares, representing 10% of the share capital, totalling Euro 45,021,000;
Em. Ro. Popolare S.p.A.: 17,450,000 ordinary shares, representing 10% of the
share capital, totalling Euro 45,021,000.
Dexia Crediop does not own any of its own shares or shares in the Parent
Company, nor did it own any such shares during the year.

1.4 Information on the Dexia Crediop Group companies
Some summary information on the Dexia Crediop Banking Group companies is
provided below, with particular reference, taking account of the significant role it plays
in the Group, to the Parent Company Dexia Crediop S.p.A.
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1.4.1 Dexia Crediop S.p.A. (Parent Company)
History and objectives
Dexia Crediop, the Bank for public and project financing, combines the
international expertise of the Dexia Group with a tradition and experience accumulated
in almost 90 years. Founded to channel the savings of Italians into the financing of
public works and infrastructures for the development of the nation, the Bank has grown
to become the market leader in this sector.
Over time, the Bank has developed an excellent approach to the market with a
view to providing customers with effective support, partly by working closely with its
shareholders; in addition to Dexia Crédit Local, the parent company, some of Italy’s
leading co-operative banks are also shareholders: Banca Popolare di Milano, Banco
Popolare, and Em. Ro. Popolare S.p.A. (Banca Popolare Emilia Romagna).
With total assets of 51 billion euro, Dexia Crediop is the point of reference for
local authorities, the major public administrations and the most important providers of
public services, offering them a vast range of financial and advisory services: the
financing of major public works and infrastructures, the issue of both domestic and
international bonds by local authorities, financial engineering and structured finance,
securitisation, project financing, consultancy and support for privatisations and
restructuring, dynamic debt management, as well as asset management.
Transparency and trust lie at the heart of Dexia Crediop’s corporate culture: its
careful policy of prudence and risk management has been recognised by the
international economic and financial community. Today Dexia Crediop has some of the
highest ratings among Italy’s banks: Aa2 (Moody's), AA- (Standard & Poor’s) and AA
(Fitch Ratings). At the interim balance sheet date, as regards the outlook, Fitch has
changed it from stable to negative while Standard & Poor’s has confirmed it as stable.
Dexia Crediop's dealings with customers have also always been characterised by
its emphasis on trust, transparency and the long term, coupled with a responsible
approach to matters of public utility, satisfying and anticipating a growing demand for
innovative financial solutions and, at the same time, financial risk management, bearing
in mind the budgetary, regulatory and institutional constraints that are typical of the
public sector.
On the financial front, the Bank seeks to ensure the quality and added value of
its products and services, operating on financial markets through the following business
lines: sales, origination, syndication & portfolio, long-term funding, cash management,
public finance, market engineering, short-term ALM and long-term ALM.
Synergies with the Group enable Dexia Crediop to extend and constantly update
the range of products and services offered to Italian customers, with a strong
commitment to the sector of major infrastructures and sustainable development, which
translates into socially responsible action, based on social, environmental and ethical
criteria.
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1.4.2 Crediop Overseas Bank Limited
In the past, this company, a wholly-owned subsidiary of Dexia Crediop, carried
out funding operations on international financial markets with Dexia Crediop's
guarantee, with the funding being used to finance the Parent Company.
The company has carried out no further funding operations on international
markets since mid-2004, and its activities are therefore limited to managing the stock of
existing operations.

1.4.3 DCC – Dexia Crediop per la Cartolarizzazione S.r.l.
This company, a wholly-owned subsidiary of Dexia Crediop, has been
operational since 2004. Its exclusive purpose is the arrangement of securitisation
transactions pursuant to Law 130/1999.
After carrying out two bond issues in the period 2004-2005 with the
securitisation of portfolios made up exclusively of securities issued by Italian public
sector entities, the company arranged a third securitisation transaction in March 2008
involving a portfolio of securities issued by Italian public sector entities, for an amount
of 2.3 billion euro.

1.4.4 Dexia Crediop Ireland Unlimited Company
This company was incorporated under Irish Law on 12 October 2007 with the
aim of centralizing the activity of managing the Group’s investment portfolios. It has a
share capital of € 700,000,000 divided into 700,000,000 shares of 1 euro each. Of these
shares, 699,999,999 have been underwritten by Dexia Crediop and 1 share by Dexia
Investments Ireland in its capacity as Trustee.
As planned, the subsidiary began operating in the fourth quarter of 2007,
acquiring Dexia Crediop’s banking and ABS portfolio between the end of 2007 and the
beginning of 2008. In 2008 the company began to operate on its own, acquiring bonds
on the market.
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1.5 Business performance
1.5.1 Introduction: reference customers
As a bank specialised in financial services for the public sector, Dexia Crediop –
in line with its traditions and the Dexia Group’s mission in the world – includes among
its customers State administrations, other central and local government administrations,
local authorities, as well as companies operating in the infrastructure sector and public
utilities. For its customers, Dexia Crediop arranges access to the capital markets,
operations involving financial engineering, structured finance, project financing,
dynamic management of debt, liquidity and assets; it also provides advice and
assistance in privatisation and restructuring processes.
In line with the Bank’s mission, Dexia Crediop’s website (www.dexiacrediop.it) is entirely devoted to Public and Project Financing. The website was created
as a tool for informing customers about the Bank’s operations, its products and themes
concerning sustainable development and now includes documentation on Domestic
Bond Issues for the benefit of investors. The site provides a channel of communication
for research work produced by the Bank and has a number of sections exclusively
aimed at customers, such as on-line financial services and information concerning
financing operations.

1.5.2 The Bank for sustainable development
In March 2008 the Board of Directors reviewed and updated the Environmental
and Sustainability Policy, adopted by the Bank back in 2004, inserting in particular an
explicit mention of Dexia Crediop’s commitment for the reduction of CO2 emissions
into the atmosphere and combating climate change. The updated version of this Policy
was then communicated to all stakeholders through publication on the Bank’s website
and in the 2007 Sustainability Report, which is currently being distributed.
This commitment to the environment led, among other things, to renewal for
another three years of ISO14001 certification and to completion of the preparatory
work for the renewal of EMAS registration, currently being examined by the competent
Ecoaudit-Ecolabel Committee.
The aim of contributing to the sustainable development of the country was
pursued by the Bank not only with reference to the environmental management of its
Head Office, but also and above all through its lending and financing policies.
In particular, Dexia Crediop’s commitment in support of the production of
renewable energy continued: in the first half of 2008 further loans were granted for the
creation of wind farms which when they begin producing electricity will enable
considerable reductions in polluting emissions.
Also significant was the work done by the Bank in support of other crucial
sectors from an environmental and social point of view. Particularly worthy of note was
the financing of investments in the sector of integrated water services and in that of
social building.
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In 2008 our commitment in support of the project “Dexia Commission on Local
Authorities and Sustainable Development” continued through various initiatives of
dissemination and discussion of the research on Ecosistema Urbano Europa 2007
(2007 European Urban Ecosystem) established in partnership with Legambiente and the
Ambiente Italia research institute.

1.5.3 Loans and financial services for the public sector
The general macroeconomic situation
The slowdown in the world economy which characterized the second half of
2007 dragged on also into the first half of 2008. The international scenario worsened as
tensions on the financial markets and raw material prices increased.
The crisis of the property market in the United States is still showing no signs of
coming to an end and continues to make the so-called “credit crunch” worse, with less
access to the credit market in its various forms and on more costly terms.
Owing to the general situation of low liquidity in the international markets, the
main central banks have introduced coordination procedures to supply the market with
sufficient liquidity to avoid financial crises.
The emerging economies continue to drive overall growth in world trade,
despite the increase in the prices of energy, raw materials and foodstuffs.
These cost increases, together with rising prices of goods coming from other
areas of the world, had a significant inflationary effect in countries dependent on flows
of goods and raw materials from these areas, with a worsening of their trade balances
and negative repercussions on consumption.
Growth forecasts for the Eurozone were revised downwards and, with the aim of
limiting inflationary trends, on 3 July the Central European Bank decided to increase its
reference rate to 4.25%.
As far as Italy is concerned, it can be noted that – even in the generalized
slowdown of the Eurozone – our economy has been harder hit, from the points of view
of both consumption and investments. Consumption felt the full impact of the
unfavourable economic situation and the tendency of families to limit even spending on
food was accentuated.
Investments in general suffered a further deceleration compared with an already
sluggish 2007. In particular, as regards Territorial Authorities, the substantial freeze on
local public investments continued, also in relation to the budget constraints imposed
by the Internal Stability Pact. A more favourable business environment continued,
instead, in the sector of infrastructures created or managed by private entities, such as
companies operating in the sectors of public services, energy, the environment and
public transport networks.
After the considerable contraction in net recourse to borrowing in the Italian
local public sector recorded during 2007, also related to the objectives imposed on
Territorial Authorities by the Internal Stability Pact, the first half of 2008 saw the return
to the market of a number of significant operations, mainly, however, with the purpose
of refinancing past liabilities under the terms of Art. 41 of the 2002 Budget Law.
Business in the sectors of Public Finance and Local Utilities
In the first half of 2008, the reference market – consisting of loans and both
domestic and international bonds – saw a number of transactions for significant
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amounts, above all as a result of an increase in recourse to borrowing by Local
Authorities and local public service companies. Dexia Crediop’s banking market share
was 45%, an increase compared with the 26% recorded in the first half of 2007.
During the first six months of 2008, Dexia Crediop played an important role in
the financing of public residential building, a sector in which the bank achieved a
considerable market share in operations awarded in the period.
Investments by local utilities saw consolidated recourse to bank loans as a form
of financing; Dexia Crediop was engaged in intense activity in the first half of the year.
Debt Management
At the end of June 2008 Law Decree 112/2008 was issued, Art. 62 of which
forbids Local Authorities from executing derivative transactions, and from taking on
debts by means of contracts which do not foresee repayment methods through
amortisation instalments inclusive of principal and interest, or which have a repayment
schedule of more than thirty years, including any refinancing or renegotiation
operations permitted by law. At the interim balance sheet date the above Decree has not
yet been converted into a law.
In the period, in any case, Dexia Crediop achieved a satisfactory level of
business in the Debt Management sector. The bank, in fact, has a particularly
calibrated approach and – in its role as a specialist in the local public sector – offers
solutions to the specific needs of Public Bodies guaranteeing compliance with the
applicable laws and regulations and the complete transparency of all transactions
executed.
Securitisations and Asset Backed Securities
In the first half of the year Dexia Crediop originated and structured the third
securitisation transaction as part of the programme “Dexia Crediop per la
Cartolarizzazione” (Dexia Crediop for Securitisation - DCC Series 2008-1) involving
securities issued by Italian Local and Territorial Authorities.
Corporate and Structured Finance
Although the environment had become difficult owing to the ongoing crisis in
the financial markets and a limited number of transactions, there was still very intense
activity in the Corporate and Structured Finance sectors. Turnover and returns were
higher than expected, with the conclusion of important transactions in which Dexia
Crediop mainly played the role of Mandated Lead Arranger, providing to its reference
customers also additional products such as swap transactions and agency services.
Corporate
Corporate finance activities mostly involved companies predominantly under
public control, operating in the sector of local public services (energy, water, the
environment), or at least domestic companies operating in sectors of strategic interest
for Dexia (energy, infrastructures).
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Structured finance and consultancy
The first half of 2008 confirmed the positive trend already observed in 2007
which saw appreciable quantitative results combining with increasingly better
positioning of Dexia Crediop as an organizer of structured transactions.
In the energy sector, Dexia Crediop continued to work intensely, receiving new
mandates for the organization of financing for wind power and photovoltaic projects.
In the water sector a number of significant transactions were completed; in the
sectors of both motorways and underground railways mandates received for the
structuring of finance are currently being executed. Among others, two important
transactions were completed: a structured loan for the acquisition of an Italian port
operator and a loan in a pool (with partial SACE involvement) destined to cover the
financial requirements for construction of the Istanbul underground system.

1.5.4 Funding and activities in the financial markets
Funding activities
Twelve transactions were completed during the period for a total nominal
capital of 2,138 million euro. Unlike in the recent past, recourse to structured bonds
was less important, while there were significant issues of so-called “Plain Vanilla”
products.
During July we are planning to file with CONSOB for its authorization an
update of the Domestic Issues Programme, while the Registration Document obtained
approval on 4 June 2008.
Dexia Crediop was the first Italian issuer to adopt this instrument, in compliance with
the EU rules on soliciting public savings.
We are currently updating the Euro Medium Term Note Programme - due to
expire on 21 September 2008 – which enables funds to be raised on international
markets.
Activities in the financial and monetary markets
ORIGINATION AND SALES: In its capacity as bookrunner, the desk
directed 16 issues by Italian banks or by Group entities, including four domestic bonds,
ten international eurobonds and two international syndicated loans, coming top for the
number of transactions syndicated in the special league table of “bookrunners” of
Italian banking issues.
The “Sales” business line, which concentrates on distribution to Italian
institutional customers, continued its business, creating investment opportunities for its
customers.
CASH MANAGEMENT: Cash management activities confirmed a rapid
growth trend during the first half of the year, again as part of a global approach to the
customer. Results for the period, which were particularly significant with respect to
those seen in 2007, reflect a business characterised by consolidation of its clientele with
a view to long-term growth. The commercial offer includes a complete range of
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investment products developed in synergy with the other business lines of the various
Finance Desks.
CREDIT SPREAD PORTFOLIO: The Credit Spread Portfolio work has been
managed since January 2008 by the subsidiary Dexia Crediop Ireland (DCI)
incorporated in November 2007. To this end, during the period, the transfer was
completed of the Credit Spread Portfolio from Dexia Crediop to its Irish subsidiary.
CASH AND LIQUIDITY MANAGEMENT: The main activity involves
management of short-term liquidity and the hedging of interest rate risk, in relation to
the Euribor parameter on the banking book. These risks are managed above all by using
short-term interest rate derivatives (Forward Rate Agreements and EONIA swaps).
A significant proportion of short-term funding involves repurchase agreements
with the European Central Bank: these transactions are carried out not only in euro,
using the securities portfolio and the allocable commercial assets at the European
Central Bank itself, but also in US dollars, in this through participation in the Term
Auctions Facility of the Federal Reserve.

1.5.5 Business development
Corporate life
On 23 June 2008, the Extraordinary General Meeting approved an amendment
of the Articles of Association to make them compliant with the rules laid down in Lgs.
Dec. 195 of 6 November 2007, as regards the requisites of professionalism and the
methods of appointment of a manager responsible for preparation of the corporate
financial statements.
Mr Jean Bourrelly, manager of the company’s Administration Department, was
appointed Manager Responsible for Preparation of the Corporate Financial Statements.
On 27 June 2008, after six years in the position, Guido Leoni resigned from the
Board of Directors of the company.
The Board offers its heartfelt thanks to Mr Leoni for the work he performed.
Human Resources
The Bank employed 243 persons as of 30 June 2008 (+5 compared to 31
December 2007).
The first half of 2008 was characterized by an important focus on “Corporate
Values” (Respect, Ambition and Passion) and on the subject of “Innovation”, with the
activation of initiatives developed for the staff and specific training courses.
At the beginning of the year we launched “Individual Development Plans”
devoting individual assessment initiatives to the personnel involved, with a view to
consistent continuation of the development processes undertaken.
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Dexia Crediop’s connections with universities were reinforced further, both by
participation in events organized by important Italian public and private universities,
and through actions designed to facilitate substantially the access of young graduates to
employment (stages, project work, etc).
Compliance
In the field of Compliance the beginning of 2008 saw further implementation of
the organizational and monitoring aspects resulting from entry into force of the MiFID
and of Lgs. Dec. 231/2007 on money laundering.
As far as the MiFID project is concerned, of particular importance was the
preparation of a procedure for the control of personal transactions by relevant persons.
Monitoring of Compliance also began on processes developed in relation to investment
activities and services: the first two audits carried out involved processes in support of
the Execution Policy and processes relating to product scoring, customer classification,
investment advice and the associated aspects (adequacy/appropriateness).
As regards money-laundering, the entry into force, at the end of 2007, of Lgs.
Dec. 231/2007 made it necessary to implement changes in IT procedures, and to update
corporate regulations and auditing systems.
During the period work was completed on updating the Organizational Model to
take account of new crimes involving Market Abuse and new rules on Safety and
Hygiene in the workplace. On the subject of Market Abuse, work also began in the
period on a specific project, designed to provide the Bank with a computer system for
reporting to CONSOB transactions suspected of market abuse.
Finally, the new Code of Conduct of the Dealing Room, revised on the basis of
the new Group rules, was approved and distributed to the operators.
The important role played by the Bank in the field of Compliance was also
testified by the organization, under the patronage of AICOM (the Italian Compliance
Association), of the fourth national meeting on the subject of internal control system
and the impact on corporate governance.
Communications
In the first six months of 2008 significant events were organised by Dexia
Crediop on the communications front.
During the period, the Bank organized an extremely topical conference on the
development of infrastructures in Italy and the presentation of the “Status of local
authority finance”, a study which provided a complete, updated picture of trends in the
financing of Italian Local Authorities and made available to operators in this sector an
analytical estimate of the budgets of Municipalities, Provinces and Regions at the
beginning of 2008 with the aggregated accounts of the Local Authorities for the period
2002-2007.
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Administration sector
During the year the Accounting and Management Audit Department paid
particular attention to coordinating and auditing the administrative and accounting
system of the new subsidiary Dexia Crediop Ireland. The above Department also
completed the production of supervisory reports for the Bank of Italy in accordance
with the new parameters of the Advanced Internal Rating Based Approach (I.R.B.A.)
for credit and counterparty risks.
With the supervision of the Risk Management Department a specific project was
launched to implement the “Basel 2” rules as regards the company’s Individual Capital
Adequacy Assessment Process (ICAAP).
The Back Office sector consolidated a new organisational model for processes
which enabled the Bank to cope with the constant increase in volumes in the finance
department, particularly in short-term transactions, derivatives and repurchase
agreements.
Specific activities were also required for the launch of the SEPA (Single
European Payment Area) and for migration to the new European platform for euro
settlement.
In the area of IT Services important work was completed on optimizing and
automating processes in support of the business of the Bank’s various sectors.
As regards logistics, particular attention was paid to controlling and limiting the
consumption of goods and services, in order to take advantage of the best opportunities
offered by the core markets (such as energy).
Other Equity Investments
ISTITUTO PER IL CREDITO SPORTIVO (ICS – INSTITUTE FOR
SPORTING CREDIT)
ICS was set up with Law 1295 of 24 December 1957 and is a public bank under
the terms of Art. 151 of Leg. Dec. 385/1993. Technically, it is a "public law entity with
autonomous management".
Out of its net profit for 2007 of 16.2 million euro, ICS paid a dividend of 10.9
million euro in May 2008, of which Dexia Crediop received 2.4 million euro. This was
less than in the previous year.
Dexia Crediop’s investment in ICS at the end of the period remained unchanged
at 21.622% of the share capital. The equity investment is not considered as providing
significant influence, since the Bank does not have equivalent voting rights on the
Board of Directors, which also performs the functions of the General Meeting.
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EUROPEAN INVESTMENT FUND (EIF)
The EIF is an EU institution that provides support for small and medium-sized
enterprises in the form of risk capital and guarantees. The shareholders of EIF include
the EIB and the European Union, as well as other banks and financial institutions in EU
member countries.
Dexia Crediop’s stake at the end of the period was 0.18% of the share capital.

1.5.6 Business performance and consolidated interim profit
At 30 June 2008 the net interest and other banking income of the Dexia Crediop
Group amounted to 118 million euro, an increase of 20% compared with 30 June 2007.
This increase is mainly due to the greater contribution of net interest income and net
trading income.
Total operating costs, including administrative expenses, depreciation and other
operating expenses/income, amounted to 26 million euro, an increase of 8% over 30
June 2007.
Profit from continuing operations before tax was 94 million euro, up by 27%
compared with the corresponding period of the previous year. After a tax credit of 42
million euro, the interim profit came out at 136 million euro, compared with a result of
44 million euro recorded as at 30 June 2007. This significant increase (+ 209%) was
determined not only by the better results of continuing operations described above, but
also by the positive effect of 77 million euro recorded as a consequence of the
elimination of deferred taxes recognized in previous periods. During the period, in fact,
the bank exercised an option for the application of a substitutive tax introduced in Law
244 of 24 December 2007. Net of the extraordinary component, the increase in net
profit as at 30 June 2008 was 34%.

1.5.7 Business performance and individual interim profit
At 30 June 2008 the net interest and other banking income of Dexia Crediop
amounted to 78 million euro, a drop of 21% compared with 30 June 2007. This
decrease is mainly due to the transfer of securities by sale at market prices to the
subsidiary Dexia Crediop Ireland.
During the period, in fact, the sale of the “credit spread” securities portfolio to
the Irish subsidiary was completed for a total nominal value of 1,223 million euro. This
brought the total securities portfolio of Dexia Crediop Ireland up to 4,004 million euro.
Total operating costs, including administrative expenses, depreciation and other
operating expenses/income, amounted to 25 million euro, an increase of 4% over 30
June 2007.
Profit from continuing operations before tax was 55 million euro, down by 27%
compared with the corresponding period of the previous year. After a tax credit of 47
million euro, the interim profit came out at 102 million euro, compared with a result of
45 million euro recorded as at 30 June 2007. As mentioned above, this significant
increase (+ 127%) is attributable to the positive amount of 77 million euro determined
by the elimination of deferred taxes after the Bank exercised an option for the
application of a substitutive tax introduced in Law 244 of 24 December 2007. Net of
the extraordinary component and of losses on the transfer by sale of securities to its
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subsidiary, the net profit as at 30 June 2008 was in line with the corresponding period
of 2007.

1.6 Forecast for the future
1.6.1 Significant subsequent events
No significant subsequent events occurred.

1.6.2 Future business prospects
The overall situation of Italian Local Finance leads us to believe that net
recourse to borrowing by Italian Local Authorities, which was more or less static in
2007, will not increase significantly in 2008. We can therefore expect a second
consecutive year of substantial stagnancy in Dexia Crediop’s core market. The Bank
continues, however, to expand its product offerings to the public sector. In this context ,
the range of products and services offered is constantly updated to take account of the
evolution of our customers’ needs and of regulatory framework.
The Bank, in fact, taking advantage of its consolidated strengths – such as a
conscious approach to customers’ needs, a tradition of compliance, profound
knowledge of market opportunities – is developing its business addressing sectors
which have always been connected to Public Finance and which seem likely to be more
dynamic in the current context. In fact, utilities, infrastructures, public transport
networks, sustainable energies, social housing, healthcare are the investment sectors
through which, we believe, a recovery in production and competitiveness of our
country must pass. Dexia Crediop’s business is focused in particular in this direction.

1.7 Criteria for reclassification of financial statements
For the purpose of a more effective representation of results, a condensed
balance sheet and statement of income have been prepared, with respect to financial
statement forms set out by Bank of Italy Circular 262/2005.
These reclassifications are illustrated below:
¾
-

Balance Sheet
allocation of the item “Cash and cash equivalents” to the other assets;
allocation of the item “Hedging derivatives” to the other assets/liabilities;
allocation of the item “Fair value adjustment of financial assets in hedged
portfolios” to the other assets;
aggregation of tangible and intangible assets in a single item;
aggregation of “Provisions for severance indemnities” and “Provisions for risks
and charges” in a single item;
aggregation of profit reserves and valuation reserves in a single item.
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¾ Income Statement
- allocation of the item “Net hedging gains (losses)” to the net interest income,
considering the close correlation between hedging derivatives and hedged
instruments;
- aggregation of “Net trading gains (losses)” and “Gains (losses) on disposal or
repurchase” in a single item;
- aggregation of net adjustments of tangible and intangible assets in a single item.

1.8 Reclassified accounts and reconciliation tables
The reclassified consolidated Balance Sheet and Income Statement are
presented below, together with the reconciliation table in compliance with the
aforementioned Circular 262/2005 as requested by Consob Communication 6064293 of
28 July 2006. The balance sheet as at 30 June is compared with the balance sheet as of
the end of the previous financial year while the income statement is compared with the
income statement for the comparable interim period of the previous financial year (as
requested by IAS 34 § 20 – “Interim financial reports”).
The items shown in the accounts with a zero value are those that present a value
as at 30 June 2008 which, stated in millions of euro, are less than the unit.
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Consolidated Balance Sheet
millions of euro

Reclassified Balance Sheet
Financial assets held for trading
Financial assets available for sale
Financial assets held to maturity
Due from banks
Due from customers
Tangible and intangible assets

Tax assets
Other assets

Assets
20. Financial assets held for trading
40. Financial assets available for sale
50. Financial assets held to maturity
60. Due from banks
70. Due from customers
120. Property plant and equipment
130. Intangible assets
140. Tax assets
10. Cash and cash equivalents
80. Hedging derivatives
90.Fair value adjustment of financial
assets in hedged portfolios (+/-)
160. Other assets
Total assets

30/06/2008 31/12/2007
1.584
962
16.896
16.926
460
478
17.497
14.857
19.415
19.524
45
47
44
45
1
2
43
11
1.628
1.632
0
0
1.520
1.512

Var.
65%
0%
-4%
18%
-1%
-4%
-2%
-50%
291%
0%
0%
1%

(4)

0

4551%

112
57.568

120
54.437

-7%
6%

millions of euro

Reclassified Balance Sheet
Due to banks
Due to customers
Securities in issue

Liabilities and shareholders' equity
10. Due to banks
20. Due to customers
30. Securities in issue

Financial liabilities held for trading

40. Financial liabilities held for trading

1.574

958

64%

Tax liabilities
Other liabilities

80. Tax liabilities

78
1.771
1.745
26
5

160
1.329
1.280
49
5

-51%
33%
36%
-47%
0%

4

4

0%

1
453
(65)

1
546
90

518

456

450
136

450
116

0%
-17%
-172%
14%
0%
17%

60. Hedging derivatives
100. Other liabilities
Provisions
110. Provisions for severance
indemnities
120. Provisions for risks and charges
Reserves

Share capital
Profit (Loss) for the period

140. Valuation reserves
170. Reserves
190. Share capital
220. Profit (Loss) for the period (+/-)
Total liabilities and shareholders'
equity

30/06/2008 31/12/2007
26.453
26.706
2.182
2.808
24.466
21.359

57.568

54.437

Var.
-1%
-22%
15%

6%
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CONSOLIDATED INCOME STATEMENT
millions of euro
Reclassified Income Statement

Income statement

Net interest income
10. Interest and similar income
20. Interest and similar expenses
90. Net hedging gains (losses)
Net fee and commission income

Dividends
Net trading gains (losses)

40. Fee and commission income
50. Fee and commission expense
70. Dividend and similar income

30/06/2008
78
1.213
(1.135)
0
4
6
(2)
2
34
7
27
118
2
120
(24)

30/06/2007
73
977
(905)
1
3
5
(2)
3
19
12
7
98
0
98
(23)

Administrative expenses

80. Net trading gains (losses)
100. Gains (losses) on disposal or repurchase
Net interest and other banking income
130. Net adjustments for impairment
Net income from financial activities
180. Administrative expenses

Net provisions for risks and charges

190. Net provisions for risks and charges

0

0

200. Net adjustments on tangible assets
210. Net adjustments on intangible assets
220. Other operating expenses/income
Operating costs

(2)
0
(2)
0
(26)

(1)
0
(1)
0
(24)

94

74

42
136

(30)
44

Net adjustments for impairment

Depreciation of fixed assets

Other operating expenses/income

Profit (loss) from continuing operations before tax
Income taxes

290. Income taxes from continuing operations
Profit (Loss) for the period

Comments on the most significant aspects of the Group’s results as at 30 June
2008 are presented in the “Explanatory Notes” on the basis of the reclassified accounts
as above.

1.9 Alternative performance measures
Some economic and capital measures – alternative to the conventional ones
inferable from the financial statements – are presented below for the Dexia Crediop
Group as at 30 June 2008.
ROE 1 as at 30 June 2008 was 21.6%, compared with 8.4% as at 30 June 2007.
The increase was due to growth in the net profit.

(1)

ROE (Return on Equity) is calculated as the ratio between the annualized interim net profit (excluded the extraordinary component related to
deferred taxes for the second half of the year – see paragraph 5.2) and shareholders’ equity at the end of the period, excluded profits in
formation. This indicator expresses the rate of return on equity.
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Var.
7%
24%
25%
-100%
33%
20%
0%
-33%
79%
-42%
286%
20%
0%
22%
4%
0%
100%
0%
100%
0%
8%
27%
-240%
209%

ROE

21.6%
8.4%
30 June 2007

30 June 2008

The Cost to Income ratio 2 as at 30 June 2008 was 21.4%, compared with 24,5%
as at 30 June 2007. The variation was due to an increase in net banking income, despite
a slight increase in administrative expenses.

Cost to income

24,5%
21,4%

30 June 2007

30 June 2008

EpS 3 as at 30 June 2008 were 1.12 euro, compared with 0.50 euro as at 30 June
2007. The variation is due to an increase in the net profit.
EPS

-

1,12

0,50
30 June 2007

30 June 2008

ROA 4 as at 30 June 2008 was 0.34%, compared with 0.18% as at 30 June 2007,
growing for the increase in net profits set against an increase in total assets.
(2)
(3)

The Cost to Income Ratio is calculated as the ratio between operating costs (administrative costs and depreciation) and net banking income.
This indicator is a measure of productivity expressed as a percentage of the margin absorbed by operating costs.
EPS (Earnings per Share) are calculated as the ratio between the annualized net profit (excluded the extraordinary component related to
deferred taxes for the second half of the year – see paragraph 5.2) and the number of shares making up the share capital.
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ROA

0,34%
0,18%
30 June 2007

30 June 2008

The degree of risk of the loan portfolio is very low. The proportion of nonperforming loans 5 net of adjustments is very close to zero.
Net non-performing loans on net advances

0,0003%

30 June 2007

(4)

(5)

0,0003%
30 June 2008

ROA (Return on Assets) is calculated as the ratio between the annualized net profit (excluded the extraordinary component related to deferred
taxes for the second half of the year – see paragraph 5.2) and total assets recognized in the balance sheet. This indicator expresses the rate of
return on total invested capital.
The proportion of non-performing loans is calculated as the ratio between net non-performing loans and total net advances (financial assets
available for sale, financial assets held to maturity, due from banks, due from customers). This indicator expresses the degree of risk of the loan
portfolio.
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Ratings
The three main agencies, Moody’s Investors Service, Standard & Poor’s and Fitch
Ratings, confirmed the Parent Company Dexia Crediop’s rating on medium/long-term
debt as Aa2, AA- and AA respectively.
Dexia Crediop is confirmed as the highest-rated Italian bank, with a “double A” rating
from all three agencies.

Moody’s – m/l term
Moody’s – short term
Moody’s Financial Strength

Aa2
P-1
B

Standard & Poor’s – m/l term
Standard & Poor’s – short term

AAA-1+

Fitch Ratings – m/l term
Fitch Ratings – short term
Fitch Ratings – individual
Fitch Ratings – support

AA
F1+
A/B
1
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1.10 Reconciliation table between consolidated net profit and
shareholders’ equity
As requested by Consob Communication 6064293 of 28 July 2006, a
reconciliation table between net profit for the period and shareholders’ equity of the
Group is listed below, together with the equivalent figures for the Parent Company:

30/06/2008
millions of euro

Parent Company Dexia Crediop S.p.A.
Share Capital
Valuation reserves
Reserves
Profit (Loss) for the period
TOTAL
Subsidiaries
Share Capital
Valuation reserves
Reserves
Profit (Loss) for the period
TOTAL
Elimination of investments in subsidiaries
Elimination of dividend of subsidiaries
Consolidation accounts - valuation reserves
Elimination of intercompany capital losses
Other intercompany eliminations
TOTAL
Dexia Crediop Group
Share Capital
Valuation reserves
Reserves
Profit (Loss) for the period
TOTAL CONSOLIDATED EQUITY as at 30.06.2008

Shareholders' equity Profit for period
450
44
486
102
980
102
Shareholders' equity Profit for period
750
(78 )
4
23
676
23
(750)
2
(2)
(31)
26
13

Total

(753)
11
Shareholders' equity Profit for period
450
(65)
518
136
903
136

(742)
Total

1.082
Total

699

1.039
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2. Accounting Policies

2.1 Reporting standards and methods
The accounting standards adopted in preparation of the interim financial report
are substantially unchanged with respect to those adopted for the 2007 annual report to
which, therefore, reference must be made.
As regards the financial statements it is important to note that, in accordance
with the provisions of IAS 34, the balance sheet as at 30 June was compared with the
balance sheet as of the end of the previous financial year while the income statement
was compared with the income statement for the comparable interim period of the
previous financial year.

2.2 Declaration of compliance with the international accounting
standards
The financial report of the Dexia Crediop Group as at 30 June 2008 was
prepared in compliance with the International Financial Reporting Standards and the
International Accounting Standards (henceforth “IFRS”, “IAS”, or international
accounting standards) issued by the International Accounting Standards Board (IASB)
and endorsed by the European Commission as provided for by Article 6 of Community
Regulation (EC) 1606/2002 of the European Parliament and Council of 16 July 2002,
which were in force on that date.
This interim report was prepared in compliance with the requirements of IAS 34
relative to interim financial statements. In particular the Dexia Crediop Group used the
option to prepare the interim report in short form, instead of the full presentation
required for the annual report.
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2.3 Consolidation area and methods
The consolidated financial statements of the Dexia Crediop Group consist of the
individual financial statements of the Parent Company Dexia Crediop S.p.A.,
supplemented to reflect full consolidation of the subsidiaries.
The consolidation principles adopted for the interim report as at 30 June 2008
are explained below:
• in preparing the consolidated financial statements, the financial statements
of the Parent Company and of the subsidiaries were combined on a lineby-line basis, adding among them the figures for assets, liabilities,
shareholders’ equity, income and expense. In order for the consolidated
financial statements to show information about the Group as a single
economic entity, the following procedures were adopted:
a. the book value of the Parent Company’s equity investments in each
subsidiary was eliminated together with the corresponding part in
each subsidiary’s shareholders’ equity;
b. assets and liabilities, off-balance sheet transactions, income and
expenses, as well as profits and losses relating to transactions
between companies included in the consolidation area, were
removed.
•

as regards the financial statements of the company DCC – Dexia Crediop
per la Cartolarizzazione srl – only the “above-the-line” accounting
balances were included in consolidation area, while those relating to the
“Separate Equity”, which includes the assets and liabilities and the
economic components of the three securitization transactions, were
already included in the individual financial statements in accordance with
IAS 39, which provides that assets and liabilities disposed of cannot be
derecognised when the associated risks and benefits deriving from them
still remain.
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3. Consolidated financial statements
3.1 Consolidated accounts
10.
20.
40.
50.
60.
70.
80.
90.
120.
130.

140.

160.

10.
20.
30.
40.
60.
70.
80.

100.
110.
120.

140.
170.
190.
220.

0
1.584
16.896
460
17.497
19.415
1.520

millions of euro
31/12/2007
0
962
16.926
478
14.857
19.524
1.512

(4)

0

44
1

45
2

0
43
7
36
112
57.568

0
11
11
0
120
54.437

30/06/2008
26.453
2.182
24.466
1.574
1.745

millions of euro
31/12/2007
26.706
2.808
21.359
958
1.280

0

0

78
78

160
2
158
49
4
1
0
1
90
456
450
116
54.437

Assets
Cash and cash equivalents
Financial assets held for trading
Financial assets available for sale
Financial assets held to maturity
Due from banks
Due from customers
Hedging derivatives
Fair value adjustment of financial assets in hedged
portfolios (+/-)
Property plant and equipment
Intangible assets
of which:
- goodwill
Tax assets
a) current
b) deferred
Other assets
Total assets

30/06/2008

Liabilities and shareholders' equity
Due to banks
Due to customers
Securities in issue
Financial liabilities held for trading
Hedging derivatives
Fair value adjustment of financial liabilities in
hedged portfolios (+/-)
Tax liabilities
a) current
b) deferred
Other liabilities
Provision for severance indemnities
Provisions for risks and charges
a) provision for retirement and similar benefits
b) other provisions
Valuation reserves
Reserves
Share capital
Profit (Loss) for the period (+/-)
Total liabilities and shareholders' equity

26
4
1
0
1
(65)
518
450
136
57.568
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CONSOLIDATED INCOME STATEMENT
millions of euro
Income Statement
10.
20.
30.
40.
50.
60.
70.
80.
90.
100.

120.
130.
140.
170.
180.

190.
200.
210.
220.
230.
280.
290.
300.
320.

Interest and similar income
Interest and similar expenses
Net interest income
Fee and commission income
Fee and commission expense
Net fee and commission income
Dividend and similar income
Net trading gains (losses)
Net hedging gains (losses)
Gains (losses) on disposal or repurchase of:
a) loans
b) financial assets available for sale
d) financial liabilities
Net interest and other banking income
Net adjustments for impairment of:
a) loans
Net income from financial activities
Net income from financial and insurance activities
Administrative expenses:
a) personnel expenses
b) other administrative expenses
Net provisions for risks and charges
Net adjustments on tangible assets
Net adjustments on intangible assets
Other operating expenses/income
Operating costs
Profit (loss) from continuing operations before tax
Income taxes from continuing operations
Profit (Loss) from continuing operations after tax
Profit (Loss) for the period

30/06/2008

30/06/2007

1.213
(1.135)
78
6
(2)
4
2
7
0
27
12
4
11
118
2
2
120
120
(24)
(15)
(9)
0
0
(2)
0
(26)
94
42
136
136

977
(905)
72
5
(2)
3
3
12
1
7
3
1
3
98
0
0
98
98
(23)
(15)
(8)
0
0
(1)
0
(24)
74
(30)
44
44

33

3.2 Statement of changes in consolidated shareholders’ equity
The statement of changes in shareholders’ equity at 30 June 2008 is presented
below:

STATEMENT OF CHANGES IN CONSOLIDATED SHAREHOLDERS' EQUITY AS AT 30.06.08

Share capital:
a) ordinary shares
b) other shares

450
450

450
450

456

456

90
79
11

90
79
11

116
1.112

116
1.112

of the group

of the group

of the group

of the group

Dividend and other
uses

Balances
Allocation of profit of
as at
the previous period
Shareholders' equity
01.01.08
Changes
Profit
as at 30.06.2008
in
(Loss) as at
Reserves
reserves 30.06.08
of the group

of the group

Balances as
at 31.12.07

Changes to initial balances

millions of euro

Changes during the
period

450
450

Share premiums
Reserves of profits:

Valuation reserves:
a) available for sale
b) cash flow hedging
Equity instruments
Treasury shares
Profit (Loss) for the period
Shareholders' equity

62

518
(155)
(135)
(20)

(62)
0

(54)
(54)

(155)

(65)
(56)
(9)

136
136

136
1.039

STATEMENT OF CHANGES IN CONSOLIDATED SHAREHOLDERS' EQUITY AS AT 30.06.07

Share capital:
a) ordinary shares
b) other shares

450
450

450
450

Reserves

414

414

Valuation reserves:
a) available for sale
b) cash flow hedging

122
117
5

122
117
5

93
1.079

93
1.079

of the group

of the group

of the group

Reserves

Shareholders

Changes Profit (Loss) ' equity as at
30.06.2007
as at
in
30.06.07
reserves
of the group

Allocation of profit of
the previous period
Dividend and other
uses

Balances
as at
1.1.2007

of the group

of the group

Balances as
at
31.12.2006

Changes to initial balances

millions of euro

Changes during the
period

450
450

Share premiums

Equity instruments
Treasury shares
Profit (Loss) for the period
Shareholders' equity

42

456
18
14
4

(42)
0

(51)
(51)

18

140
131
9

44
44

44
1.090
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3.3 Consolidated cash flow statement
Indirect method
A. OPERATING ACTIVITIES
1. Cash flow from operations
- result for the period (+/-)
- gains/losses on financial assets held for trading and
asset/liabilities at fair value through profit and loss (-/+)
- gains/losses on hedging activities (+/-)
- net adjustments for impairment (+/-)
- net adjustments of tangible and intangible assets (+/-)
- net provisions for risks and charges and other
costs/revenues (+/-)
- taxes and duties to be settled (+)
2. Cash flow generated/absorbed by financial assets
- financial assets held for trading
- financial assets available for sale
- due from banks: on demand
- due from banks: other receivables
- due from customers
- other assets

millions of euro
30/06/2008 30/06/2007
86
63
136
44
(7)

(11)

0
(2)
1

(1)
0
1

0
(42)
(3.123)
(615)
30
(672)
(1.966)
110
(10)

0
30
(2.584)
465
(59)
(7)
(2.148)
(295)
(540)

3.089
3.441
(3.694)
(626)
3.107
616
245

2.569
104
3.171
(752)
847
(452)
(349)
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2

3

2
0

3
0

2. Cash flow absorbed by
- purchases of intangible assets

0
0

(1)
(1)

Cash flow generated/absorbed by investing activities
C. FINANCING ACTIVITIES
- dividend distribution and other uses
Net cash flow generated/absorbed by financing activities
NET CASH FLOW GENERATED/ABSORBED IN THE
PERIOD

2

2

(54)
(54)

(50)
(50)

0

0

3. Cash flow generated/absorbed by financial liabilities
- due to banks: on demand
- due to banks: other deposits
- due to customers
- securities in issue
- financial liabilities held for trading
- other liabilities
Net cash flow generated/absorbed by operating activities
B. INVESTING ACTIVITIES
1. Cash flow generated by
- sales of equity investments
- dividend collected on equity investments
- sales of tangible assets

KEY
(+) generated
(-) absorbed
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4. Certification of the interim report
Certification of the interim report under the terms of Art. 81-ter of Consob
Regulation 11971 of 14 May 1999 and subsequent amendments and additions

1. The undersigned Marc Brugière Garde, in his capacity as Chairperson of the
Board of Directors and Jean Bourrelly, in his capacity as Manager Responsible
for Preparation of the Corporate Accounts, of Dexia Crediop S.p.A., certify,
also in accordance with the provisions of Art. 154-bis, paragraphs 3 and 4, of
Legislative Decree 58 of 24 February 1998:
•
•

their adequacy in relation to the characteristics of the company and
the effective application of the administrative and accounting procedures
for the formation of the interim report during the first half of 2008.

2. We can also confirm that the interim report as at 30 June 2008:
a. corresponds to the records in the accounting books and documents;
b. was prepared in accordance with the international accounting standards
adopted by the European Union under the terms of Regulation (CE)
1606/2002 of the European Parliament and Council of 19 July 2002 and are,
to our knowledge, capable of providing a true and correct representation of the
economic and financial situation of the reporting entity and of the companies
included in the consolidation.

Date: 25 July 2008

Marc Brugière Garde
Managing Director

Jean Bourrelly
Manager Responsible for
Preparation of the Corporate
Accounting Documents
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5. Explanatory Notes

5.1 Balance Sheet
This section shows the Group balance sheet as at 30 June 2008 compared with
the 2007 balance sheet; any changes, if significant, are accompanied by notes
explaining the changes in the asset or liabilities of the Group.

5.1.1 Receivables
The item includes non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and that are not initially designated as
available for sale.
Normally the item comprises amounts due from customers and from banks
including debt securities with features similar to loans.
The book value of receivables is regularly assessed to ascertain evidence of loss
events. For a classification of impaired exposure in the various risk categories (nonperforming loans, doubtful loans, restructured and past-due loans), reference is made to
the regulations issued on the subject by the Bank of Italy together with the internal
provisions which establish rules for classification and transfers within the various risk
categories.
Writedowns to be booked to loans and recognised in the income statement, net
of any previous provisions, are equal to the difference between the book value at the
measurement date (the amortised cost) and the current value of expected future cash
flows, calculated by applying the original effective interest rate. The estimate of future
cash flows takes account of expected recovery times, the presumable realization value
of any existing guarantees and costs considered necessary for recovery of the loan
exposure (for more detail see Paragraph 5.3 “Comments on risks and on the related
hedging policies”).
A breakdown of the item as at 30 June 2008 is shown below, net of the
associated writedowns:
IAS Category
Due from banks
Loans
Debt securities
Other transactions
Due from customers
Loans
Debt securities
Other transactions
Total Loans & Receivables

millions of euro
30/06/2008
31/12/2007
17.497
14.857
5.144
5.109
3.352
3.482
9.001
6.266
19.415
19.524
15.497
15.472
3.850
3.854
68
198
36.912
23.448

Change %
18%
1%
-4%
44%
-1%
0%
0%
-66%
57%
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Loans
As a consequence of ordinary business operations (lending, collections on
expiry, etc.) loan receivables as at 30 June 2008 amount to 20,641 million euro, of
which 15,497 million euro were for loans to ordinary customers and 5,144 million euro
for loans to credit institutions.
During the first half of 2008 new loans of approximately 1.4 billion euro were
granted. Of these, 1.3 billion euro were granted to customers, mainly Local Authorities
(Regions, Provinces and Municipalities) and the remaining part was granted to banks.
Debt securities
The items “Due from banks” and “Due from customers” include debt securities
classified in the IFRS portfolio “Loans and Receivables” (L&R) which amount as at 30
June 2008 to 7,202 million euro.
During the first half of 2008 new debt securities of approximately 0.2 billion
euro were purchased. The securities were all purchased from customers, mainly Local
Authorities (Regions, Provinces and Municipalities).
Other transactions
“Other transactions” include receivables deriving from repurchase agreements
operations for 4,178 million euro and interbank deposits for 3,983 million euro.
The increase of the item with respect to 31 December 2007 was mainly due to
growth in interbank deposits for 1 billion euro and in repurchase agreements operations
for 0.9 billion euro.

5.1.2 Financial assets
A breakdown of financial assets other than “Loans & Receivables” is shown
below:
IAS Category
Financial assets held for trading (HFT)
Financial assets available for sale (AFS)
Financial assets held to maturity (HTM)
Total

millions of euro
30/06/2008
31/12/2007
1.584
962
16.896
16.926
460
478
18.940
18.366

Change %
65%
0%
-4%
3%

Financial assets held for trading (HFT)
This item, totalling 1,584 million euro, contains only derivatives not designated
as hedging instruments, which are measured at fair value through profit or loss. Such
contracts are considered financial assets if their fair value is positive and financial
liabilities if their fair value is negative. The item should therefore be considered
together with the value of “Financial liabilities held for trading” which amounts to
1,574 million euro.
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Financial assets available for sale (AFS)
Available-for-sale financial assets are initially recognized at fair value,
including transactions costs and income directly attributable to the instrument itself.
Subsequent to initial recognition, changes in fair value are included in a specific equity
reserve until the financial asset is derecognized or a significant loss of value is
recorded.
Determination of the fair value of the available-for-sale financial assets is based
on prices observed by the competent Risk Management Unit in active markets, on
prices supplied by traders or on internal valuation models generally used in financial
practice.
Available-for-sale financial assets include debt securities not held for trading of
16,752 million euro, equity securities not classifiable as in subsidiaries, associated
companies and jointly-controlled companies of 142 million euro and Mutual Fund
Share of 2 million euro.

The main interests in equity securities and Mutual Fund Share as at 30 June
2008 are shown below:

Equity securities and Mutual Fund Share
Istituto per il Credito Sportivo (*)
European Investment Fund
Idroenergia S.c.r.l.
Europolis Invest S.A.
Equity securities
Fondo Dimensione Network
(O.I.C.R.)
Fondo Mid Capital Mezzanine (O.I.C.R.)
Mutual Fund Share
Total

Book value as at
30/06/2008
140
2
0
0
142
1
1
2
144

millions of euro
AFS reserve as at AFS reserve as
30/06/2008 before at 30/06/2008
tax
after tax
116
108
1
1
0
0
0
0
116
109
0
0
0
0
0
0
116
109

The Istituto per il Credito Sportivo (ICS) is a public-law entity with autonomous
management. In the last few years the Institute has undergone a profound reform, which
began in 2005 with approval of the new articles of association and appointment of the
new corporate structures (in accordance with the 2004 Budget Law) and continued with
the Law 41 of 4 April 2007, that led to a further rationalization of the organizational
framework. As a consequence of the reform the ICS clearly separated the management
of public funds from the ordinary business, thus making it possible to determine with
certainty the bank’s equity in the ownership of the shareholders. Dexia Crediop S.p.A.
was assigned 2,065,864 shares, with a nominal value of 1 euro each, out of a total of
9,554,452 shares, corresponding to a share of 21.622%. It is also important to note that
the articles of association of the ICS does not provide for General Meetings, the
functions of which are performed by the Board of Directors; the aforementioned Law
41/2007 also reduced the number of directors from ten to nine. Three places on the
Board are reserved for Shareholding banks instead of the previous four and they are
also assigned irrespective of the share owned . In view of the above, as the equity
investment held (21.622%) does not confer equivalent voting rights, there is no
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presumption that the investment can be considered as in an associated company, nor is
it possible, at the moment, to identify elements such as would demonstrate the existence
of actual significant influence.
For debt securities, the book value of which was 16,752 million euro,
measurement at fair value led to the emergence of a negative reserve of 56 million euro.
During the first half of 2008 new AFS debt securities of approximately 0.4
billion euro were purchased. The securities were all purchased from customers, mainly
Local Authorities (Regions, Provinces and Municipalities).

(*) Taxation on the valuation reserve of ICS was determined in accordance with Art. 87 of the Combined
Act (T.U.I.R.), which provides for an exemption of 95% of taxable income for IRES for capital gains on
so-called qualified shareholdings.

Financial assets held to maturity (HTM)
These financial assets are recognized at their amortized cost and are subjected to
regular testing for the presence of impairment losses.
If there is an objective evidence of impairment losses, the amount of these
losses is measured as the difference between the book value of the asset and the current
value of future cash flows and it is recognized in the income statement.
These assets showed no impairment losses as at 30 June 2008.
The item, amounting to 460 million euro, contains only debt securities that the
Bank has an effective intention and ability to hold to maturity. During the period there
were no sales or purchases of securities classified as HTM and therefore the change in
the period was due exclusively to redemptions.

5.1.3 Tangible and intangible assets
Property, plant and equipment amount to 44 million euro and are composed as
follows:
millions of euro
Breakdown

30/06/2008

A. Assets held for business purposes
- land
- buildings
- furniture
- other

31/12/2007

Change %

Total A

29
13
2
0
44

29
13
2
1
45

0%
0%
0%
-100%
-3%

B. Assets held for investment purposes
- buildings
Total B
Total (A+B)

0
0
44

0
0
45

0%
0%
-3%
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Intangible assets amount to 1 million euro and consist of software purchased
from third parties in the process of amortization.

5.1.4 Tax assets
Prepaid taxes refer mainly to the negative fair values of reserves relating to
Available-For-Sale (AFS) financial assets and to Cash Flow Hedge (CFH) derivatives
and are expressed net of any deferred taxes.

5.1.5 Debt instruments and Securities in issue
The amounts of these financial assets as at 30 June 2008 are as follows:
IAS Category
Due to banks
Due to customers
Securities in issue
Total

millions of euro
30/06/2008
31/12/2007
26.453
26.706
2.182
2.808
24.466
21.359
53.101
50.873

Change %
-1%
-22%
15%
4%

These items include the various forms of interbank and customer deposits
together with funding through bonds, net of any repurchases.
During the first half of 2008 new bonds of approximately 2.1 billion euro were
issued.

5.1.6 Financial liabilities held for trading
This item, totalling 1,574 million euro, contains only derivatives, with negative
fair value, not designated as hedging instruments.

5.1.7 Provisions for risks and charges and Provisions for severance
indemnities
The breakdown of provisions for risks for charges as at 30 June 2008,
substantially unchanged with respect to the last annual report, is as follows:
IAS Category
Employee severance indemnities
Provisions for risks and charges
Total

30/06/2008

millions of euro
31/12/2007
4
4
1
1
5
5

Change %
0%
0%
0%
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Provision for severance indemnities
Liabilities for severance indemnities are recognized on the basis of their
actuarial value, determined by an independent Actuary, based on expected
developments in the employment relationships (numerical changes in the collectivity
and remuneration changes) and on other financial and actuarial assumptions.
Provisions for risks and charges
The item includes "Provision for retirement and similar benefit" of 0.2 million
euro in relation to provisions – recognized on the basis of the accounting standard IAS
19 "Employee benefits" – for the various complementary defined-benefit pension
funds. These commitments are exclusively attributable to the Parent Company and are
based on valuations carried out by independent Actuaries using the “projected units
credit method”. In particular, the provisions are equivalent to the current value of the
defined-benefit obligation net of the fair value of the fund's assets and after taking into
account the actuarial profits or losses not recognised in application of the “corridor”
option.
The item also includes other provisions of 1 million euro relating mainly to
charges for early retirement incentive, employee long-service bonuses and life
insurance benefits.

5.1.8 Tax liabilities
Current tax liabilities, amounting to 78 million euro, relate to the residual debt
for the substitutive tax provided for in Law 244/2007 (see paragraph 5.4.3 to which
reference must be made – “Significant non-recurring events and transactions”) and to
the debt for tax provisions as at 30 June 2008 net of advances paid.

5.1.9 Shareholders’ equity
Shareholders’ equity as at 30 June 2008, including net profit for the period,
amounts to 1,039 million euro and is composed as follows:
millions of euro
Items/Amounts
Share capital
Reserves
Valuation reserves
Profit (Loss) for period
Total

30/06/2008
450
518
(65)
136
1.039

31/12/2007
450
456
90
116
1.112

Change in the
period
0%
14%
-172%
18%
-7%

The reduction in shareholder’s equity, compared with the figure in the annual
report, is due to a negative trend in valuation reserves.
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Share Capital and Reserves
The share capital, fully subscribed and paid up, amounts to 450 million euro and
consists of 174,500,000 ordinary shares with a nominal unit value of 2.58 euro.
The reserves as at 30 June 2008 amount to 518 million euro and the variation
occurred in the period was entirely due to the allocation of the net profit for the year
2007.
Valuation reserves
The valuation reserves as at 30 June 2008 amount to -65 million euro, of which
-9 million euro deriving from valuation at fair value of Cash Flow Hedge (CFH)
transactions and -56 million euro deriving from valuation at fair value of Available-ForSale (AFS) financial assets.
Changes in valuation reserves (net of taxation) during the period were as
follows:
millions of euro
CFH reserve

AFS reserve

A. Opening balance

11

79

B. Increases

33

37

C. Decreases

53

172

D. Closing balance

(9)

(56)

The significant increase in the exchange rate EUR/USD registered in the last
days of June led to worsening of fair value of Forex Swap derivatives, used in CFH
relations, with a consequent negative impact on the assessment of the Group’s CFH
reserve.
The negative increase in the AFS reserve reflects the current turbulence on the
financial markets which determined a general increase in credit spreads and a
consequent negative impact on the assessment of the Group’s AFS reserve.
The contribution of the various categories of financial instruments classified in
the portfolio AFS to the relative valuation reserve is shown below.

AFS Valuation Reserve

1. Opening balance 31/12/2007
2. Positive changes
3. Negative changes
4. Closing balance 30/06/2008

millions of euro
Debt
securities
(36)
42
171
(165)

Equity
securities
115
0
6
109

Mutual Fund Share

Total

(0)
0
0
(0)

79
42
177
(56)
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The table below shows, for debt securities, a reconciliation between the Parent
Company’s AFS reserve and the consolidated AFS reserve:
millions of euro

AFS debt securities
reserve

Parent Company
Dexia Crediop S.p.A.

balance 31/12/2007

Subsidiaries

Consolidation

4

(14)

increases

31

11

decreases

104

62

balance 30/06/2008

(69)

(65)

Total

(26)

(36)
42

5
(31)

171
(165)

5.1.10 Regulatory Capital
The regulatory capital was calculated on the basis of balance sheet and net
profit, determined by applying the international accounting standards (IAS/IFRS), in
compliance with the requirements established by the Bank of Italy for the new Basel 2
standards.
In particular the Tier 1 capital includes, as positive elements, the paid-up share
capital, the profit reserves and the profit for the period; and as negative elements the
intangible assets and the valuation reserves. Elements to be deducted consist of 50% of
equity investments in credit institutions.
The Tier 2 capital includes the subordinated liabilities, which are wholly
eligible, the valuation reserves and the excess of writedowns with respect to the
expected losses. Elements to be deducted consist of 50% of equity investments in credit
institutions.
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millions of euro

A. Tier 1 capital before application of prudential
filters
B.Tier 1 capital prudential filters:
B.1 - positive Ias/Ifrs prudential filters (+)
B.2 - negative Ias/Ifrs prudential filters (-)
C. Tier 1 capital before elements to be deducted
(A+B)
D. Elements to be deducted from Tier 1 capital
E. Total Tier 1 capital (C-D)
A. Tier 2 capital before application of prudential
filters
G.Tier 2 capital prudential filters:
G.1 - positive Ias/Ifrs prudential filters (+)
G.2 - negative Ias/Ifrs prudential filters (-)
H. Tier 2 capital before elements to be deducted
(F+G)
I. Elements to be deducted from Tier 2 capital
L. Total Tier 2 capital (H-I)
M. Elements to be deducted from Total Tier 1 and
Tier 2 capital
N. Regulatory capital (E+L-M)
O. Tier 3 capital
P. Regulatory capital including Tier 3 (N+O)

Total 30/06/2008

Total 31/12/2007

1.006

965

(165)

(35)

(165)

(35)

841
12
829

930
12
918

410
-

400
-

410
12
398

400
12
388

1.227

1.306

1.227

1.306

5.1.11 Other assets and liabilities
The “Hedging derivatives” classified among the assets (Item 80) and liabilities
(Item 60) in the Balance Sheet include respectively the positive and the negative value
of derivatives which are part of effective hedging relations.
The types of hedges used are the following:
• Fair value hedges, performed with the aim of hedging the exposure to
changes in the fair value of assets/liabilities recognised in the balance sheet;
• Cash flow hedges, performed with the aim of hedging the exposure to
changes in the cash flows of assets/liabilities recognised in the balance sheet
or relating to highly probable future transactions.
In the case of fair value hedges, any changes in the value of the hedging
instruments and the hedged instruments (as regards the part attributable to the hedged
risk) are recognized in the Income Statement. Any differences between the changes in
value constitute the partial ineffectiveness of the hedge and determine the net amount
booked to Item 90 of the Income Statement.
In the case of cash flow hedges, the fair value is recognized in the specific
Shareholders’ Equity Reserve (amounting as at 30 June 2008 to -9 million euro net of
deferred taxation) with no equivalent change in the value of the hedged assets or
liabilities.
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5.2 Results
The economic evolution of the Dexia Crediop Group in the first six months of
2008 is described below. For an analysis of the results by business areas see Paragraph
5.4.5.

5.2.1 Net interest income
The net interest income of the Dexia Crediop Group for the first half of 2008
amounts to 78 million euro, with an increase of 7% (+5 million euro) compared with 30
June 2007 thanks to the expansion of the business and to changes in interest rates.
This figure includes the net hedging gains of 0.3 million euro, compared with
0.6 million euro in the first half of 2007. This result was due to the difference in fair
value changes between hedged instruments and hedging instruments (as regards the part
attributable to the risk hedged).
Of net interest income, 70% derives from Dexia Crediop SpA, 28% from Dexia
Crediop Ireland and 2% from Crediop Overseas Bank Limited.

5.2.2 Net fee and commission income
Net fee and commission income as at 30 June 2008 totalled + 4 million euro, is
increasing compared with the corresponding period of the previous year. Almost all
fees derive from the business of Dexia Crediop SpA and mainly refer to Structured
Finance and Public Finance activities.

5.2.3 Dividends and similar income
Dividends received in the first half of 2008 amount to 2.4 million euro, down by
0.6 million euro compared with 30 June 2007. Dividends derive from equity
investments held by Dexia Crediop SpA in the Istituto per il Credito Sportivo. The
reduction with respect to the first six months of 2007 is due to the lower dividend paid
by ICS.
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5.2.4 Net trading income
The total trading income as at 30 June 2008, amounting to 34 million euro, is
increasing of 15 million euro compared with the corresponding period of the previous
year. It is composed by two items, “Net trading gains (losses)” and “Gains (losses) from
sale or repurchase”.
In particular, net trading gains (losses) in the first six months of 2008 amounts
to 7 million euro, compared with 12 million euro in the first six months of 2007. This
figure includes measurement at fair value of the trading portfolio, consisting for the
Group exclusively of derivatives (“back to back transactions”) and, if there is, of the socalled Day One Profit, that is the difference between the fair value at the moment of
initial recognition and the amount determined using valuation models whose variables
include only data observable on the market.
Gains (losses) from sale or repurchase amount to 27 million euro, compared to 7
million euro as at 30 June 2007 and are associated mainly with the management of the
Bank’s own securities and with the income from loans early repayment.
The total trading income is mainly attributable to the business of the Parent
Company Dexia Crediop SpA, net of intragroup eliminations on the sale of securities at
market prices made by Dexia Crediop SpA to Dexia Crediop Ireland.
During the period, in fact, the sale of the “credit spread” securities portfolio to
the Irish subsidiary was completed for a total nominal value of 1,223 million euro. The
total securities portfolio of Dexia Crediop Ireland is now of 4,004 million euro.

5.2.5 Net interest and other banking income
As a result of the items described above and their evolution, the net interest and
other banking income of the Dexia Crediop Group as at 30 June 2008 amounts to118
million euro, compared with 98 million euro as at 30 June 2007 (+20 million euro).

5.2.6 Net adjustments for impairment
Net adjustments for impairment in the first half of 2008 amount to + 2 million
euro, compared with 0.1 million euro in the corresponding period of the previous year.
In particular, writebacks are made on loans and are due to a reduction in
collective writedowns. This figure is associated with the business of the Parent
Company Dexia Crediop SpA.
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5.2.7 Net income from financial activities
The net income from financial activities of the Dexia Crediop Group as at 30
June 2008 amounts to 120 million euro, compared with 98 million as at 30 June 2007.

5.2.8 Operating costs
Administrative expenses, amounting to 24 million euro in the first six months of
2008, is increasing by 4% compared with 30 June 2007. In particular, personnel
expenses amount to 15 million euro (15 million euro as at 30 June 2007) and other
administrative expenses amount to 9 million euro (8 million euro as at 30 June 2007).
Net provisions for risks and charges in the first half of 2008 amount to 0.05
million euro, compared with 0.08 million euro in the first half of 2007, and are
associated with future benefits for employees.
Amortization (net adjustments on tangible and intangible assets) amounts to 2
million euro.
Net operating expenses/income in the first half of 2008 amount to 0.4 million
euro, compared with 0.3 million euro in the first half of 2007, and are mainly due to
rents received and other income.
Total operating costs are therefore 26 million euro, an increase (+8%) over 30
June 2007.

5.2.9 Profit from continuing operations before tax
As a result of the items described above, the profit from continuing operations
of the Dexia Crediop Group as at 30 June 2008 amount to 94 million euro, compared
with 74 million euro in the first half of 2007.

5.2.10 Income taxes for the period from continuing operations
Taxes in the first half of 2008 are positive by 42 million euro, with respect to 30 million euro in the corresponding period of the previous year.
This item is made up of current taxes of -33 million euro, deferred taxes payable
of -2 million euro and the elimination of deferred taxes payable of +77 million euro.
This last positive component results from exercising the option for the substitutive tax
provided for in Law 244/2007, as detailed in Paragraph 5.4.3 to which reference must
be made (“Significant non-recurring events and transactions”).
Moreover, starting from the current tax period, L.D. 112 of 25 June 2008, has
established a quota of non-deductibility of interest expense of 3% (4% from the 2009
tax period). This has determined an estimate for higher taxes as at 30 June 2008 of 9
million euro, which is accounted for in the amount of 33 million euro of current taxes.
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5.2.11 Profit for the period
The net profit of the Dexia Crediop Group as at 30 June 2008 amounts to 136
million euro, compared with 44 million euro as at 30 June 2007, an increase of 209%.
Net of the positive extraordinary component of 77 million euro relating to the
derecognition of deferred taxes, the increase in net profit is of 34% compared with 30
June 2007.
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5.3 Comments on risks and hedging policies
5.3.1 Credit risk
General aspects
The operational business of the Dexia Crediop Group is focused on financing
investments in the public sector and large infrastructure deals. The remainder of the
loan portfolio relates to business acquired following an investment strategy based on
high market liquidity and allocability from the European Central Bank .
In line with this basic strategy, the evolution of the loan portfolio follows trends
in the reference market, which over the last few years show a gradual replacement of
loans with the instrument of bonds.
Credit risk management policies
Credit risk is the risk of losses linked to an inability of counterparties to meet
their financial obligations.
The factors influencing the level of this risk are:
-

the creditworthiness of the counterparty, measured with an internal rating
(determined on the basis of specific models) or a scoring system;

-

the customer segment involved (public sector, corporate, project finance,
banking and financial sector, etc.);

-

the economic, legislative and financial context in which the borrowing
counterparty operates;

-

the type of deals arranged;

-

the duration of the deals;

-

any guarantees (real/personal/financial) backing the deals.

Almost all the existing exposure relates to customers in the public sector, with a
low level of risk and subject, moreover, to special controls associated with their public
nature.
Credit risks (as also operational, market and liquidity risks) are monitored by
the Risk Management Department, which is divided into two units – Credit and
Operational Risks and Market and ALM Risks – which ensure that the respective risk
categories are audited.
Risk Management has no hierarchical relationship with the Bank’s operating
units. The department therefore operates absolutely independently of the Front Office
structures.
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Specific Committees are an integral part of the internal auditing systems, in
order to ensure that the system works correctly.
The Credit Committee’s task is to examine deal proposals of any technical type.
The Committee takes decisions relating to risks and financial conditions on the basis of
proposals made by the competent operational Department and on the basis of the
opinion regarding the level of risk provided by the Risk Management Department.
The Default/Watchlist Committee examines situations falling within the criteria
of defaults as established by the Supervisory Authorities and by the policies of the
Dexia Group.
Management, measurement and auditing systems
Relating to the methods of management, measuring and auditing, certain
guidelines have been fixed at Group level.
The Group has developed a number of specific internal rating systems (IRSs)
for counterparties in the Corporate and Project Finance sectors, in the Western
European Local Public Sector (LPS), and public “satellites” (companies of public origin
performing public services), banks and central governments. Dexia Crediop will soon
be able to use a new IRS model for the attribution of the internal rating to the so-called
“Private Satellites” (private-law companies performing public services). For
counterparties not yet covered by a specific IRS, ratings are calculated on the basis of
so-called “expert methods” or using scoring.
The internal rating system (IRS), which was developed on the basis of the most
advanced methods (Advanced IRBA) involves:
•

the adoption of internal procedures which allow for the calculation and
historicization of the IRSs;

•

the progressive development of an information system (FERMAT) aimed at
consolidating - in a common standardised form - the information relating to
all counterparties (Client Database) and all exposures (Exposure Database)
of the Group;

•

the adoption of a system for measuring the Bank’s entire risks on the basis
of an approach based on its own economic resources.

Credit risk mitigation techniques
As regards derivative transactions, the ISDA Master Agreement includes the
“Credit Support Annex” (CSA) for the majority of banking counterparties: this
collateralization agreement minimises credit risk through the periodic (weekly or
monthly) exchange of margins guaranteeing the net value of the bilateral exposure.
The forms of real guarantees used are essentially pledges (mainly on securities)
and much less frequently mortgages on properties. The management of these guarantees
is the task of the administrative and legal offices.
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The counterparties offering personal guarantees are banks, in the vast majority
of cases, and sometimes Public Local or Territorial Authorities. The credit risk of these
counterparties is assessed on the basis of the external and internal ratings attributed to
them.
Since financing activities are mainly aimed at the domestic public sector, the
majority of guarantees backing loans consist of the issue of payment delegations or
securities provided by the Italian State (of a contractual nature or arising from
legislation).
Impaired financial assets
The Group has issued specific rules governing the treatment of non-performing
assets and actions to be taken in order to manage such assets so as to ensure that the
procedures aimed at a positive outcome are implemented correctly.
These rules define the general guidelines within which the individual
organisational units treat this subject within the scope of their own responsibilities.
The various conditions of each non-performing loan have been classified within
the scope of an internal watchlist consisting of four categories with an ascending scale
of importance:
- sensitive assets;
- watchlist assets;
- doubtful assets;
- non-performing assets.
The Default/Watchlist Committee is responsible for examining the doubtful /
non-performing positions and proposes:
•

their classification in one of the four categories;

•

the adoption of specific writedowns on the assets;

•

the adoption of statistical or collective adjustments which reflect the
Expected Loss.

Transactions previously included in the default/watchlist categories are reclassified as “performing” when the counterparty emerges from a situation of
economic/financial difficulty and returns to making all payments regularly as before.
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Credit quality
Impaired assets include exposures to individual debtors that encounter
difficulties in meeting their contractual obligations fully and correspond to the sum of
non-performing, doubtful, restructured and past-due loans.
At 30 June 2008 the division of financial assets between impaired assets and
performing assets was as follows:
millions of euro

Impaired assets
Gross
exposure
30/06/2008
31/12/2007

Other assets

Specific
Portfolio
adjustments adjustments

0,2
0,2

0,1
0,1

Net
exposure

0,0
0,0

Gross
exposure

0,1
0,1

Portfolio
adjustments

Net
exposure

20
22

57.372
54.260

57.392
51.807

Total (net
exposure)

57.372
54.260

This table clearly shows the high quality of the Group assets, in line with the
figures in the last annual report. Gross impaired assets represent, in fact, only 0.0003%
of total due from customers, due from banks, available-for-sale financial assets and
financial assets held to maturity. These assets are adjusted by specific provisions for a
proportion of 50%. They involve only a small number of positions classified among
non-performing loans, as they are exposures to subjects in a condition of insolvency or
in substantially equivalent situations. As regards these loans, which show objective
evidence of long-term impairment, an analytical assessment is carried out by the
competent corporate unit. Loans which do not show any objective evidence of
impairment or for which no impairment is forecast are assessed collectively, by
grouping them together in homogeneous categories with similar characteristics in terms
of credit risk, such as the technical form of the loan, the economic sector the
counterparties belong to, their geographical location and the type of existing
guarantees.
As of the interim balance sheet date there are no doubtful, restructured or pastdue loans.
As regards non-performing loans, in the first half of the year there were no
changes with respect to the information provided in the last annual financial statements.
Trends in gross impaired exposure
millions of euro

Reasons/Categories
Gross initial exposure
Increases
Decreases
Gross closing exposure

Nonperforming
loans
0,2
0,0
0,0
0,2

Problem
loans

Restructured
loans

Past-due
loans

Problem
loans

Restructured
loans

Past-due
loans

Country risk

Trends in total adjustments
millions of euro

Reasons/Categories
Initial total adjustments
Increases
Decreases
Final total adjustments

Nonperforming
loans
0,1
0,0
0,0
0,1

Country risk
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5.3.2 Interest rate risk

Regulatory trading book

The book mainly consists of medium/long term matched trading derivatives and
short-term derivatives used for treasury management.
More specifically, these aggregates are affected by:
•

the development of medium/long term operations related to public customers’
debt management and realized as derivative transactions, whose notional value
is the customers’ debt in the form of loans or securities and whose risk is
hedged through interest rate swaps with market counterparties (i.e. matched
trading);

•

the sale to financial and corporate customers of derivative products, equally
hedged through interest rate swaps with market counterparties (matched
trading);

•

the management of floating rate fixings through short-term derivatives (forward
rate agreements and overnight indexed swaps). These financial instruments are
used to transform the interest rate risk associated with the Euribor index into the
Overnight rate risk.

As mentioned above, the derivatives used are mainly interest rate swaps,
forward rate agreements and overnight indexed swaps, which use reference parameters
taken from the information circuits normally used at international level or which can in
any case be objectively determined.

Interest rate risk management and measurement methods

Monitoring market risks falls under the responsibility of the Market and ALM
Risks Unit within the Risk Management Department. Risk profiles are aggregated by
Business Line (BL) within the Finance Department. The BL activities are subject to a
series of operational limits on the following risk indicators, measured on a daily basis:
•
•

Fair Value Shift Sensitivity;
Value at Risk (VaR).

More specifically, the shift-sensitivity of fair value quantifies the change in the
value of financial portfolios due to parallel and instantaneous increases in market
interest rates.
VaR, which is the main risk indicator measured, is defined as the maximum
potential loss caused by possible adverse changes in market interest rates, based on a
confidence level of 99% and a holding period of 10 business days.
Scenario analyses are carried out to measure the impact of a series of
instantaneous non-parallel shocks in market interest rates on the value of the monitored
portfolios.

55

Regulatory trading book - internal models and other sensitivity analysis methods

As regards the trading portfolio, transactions on which the above mentioned risk
indicators described in the previous paragraph are measured on a daily basis essentially
involve management of the floating rate fixings (short-term ALM), with the following
levels referred to the first half of 2008:

Shift Sensitivity 100 bps
(absolute euro values)
511,786
875,281

VAR 10 days
30 June 08
minimum

81,251

148,401

average

528,688

4,410,940

1,215,351

11,104,906

maximum

Concerning the stress-scenario analyses, which measure the change on the value
of the portfolios for non-parallel instantaneous shifts in interest rates, the following
end-of-period results were obtained:

Scenarios
flattening by increase
flattening by decrease
steepening by increase
steepening by decrease

Short-term
ALM
euro
1,186,376
-332,179
330,485
-857,807
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Banking book - internal models and other sensitivity analysis methods

For short-term ALM activities, the following indicators were recorded in the
first half of 2008:
Shift Sensitivity 100 bps
(absolute euro values)
247,111
1,930,220

VAR 10 days
30 June 2008
minimum

41,850

20,852

average

628,683

2,329,044

1,496,987

5,999,128

maximum

Similarly, for the interest-rate sensitive securities:

Shift Sensitivity 1bp
(absolute euro values)

VAR 10 days
30 June 2008

124,699

9,587

Minimum

94,829

7,136

Average

118,570

9,385

Maximum

151,376

11,916

With regard to the stress-scenario analyses, which measure the change on the
value of the portfolios for non-parallel instantaneous shifts in interest rates, the
following end-of-period results are shown for interest-rate sensitive securities and for
short-term ALM:

Scenarios

SECURITIES Short-term ALM
(euro)
(euro)

steepening by increase

-244,666

-542,533

steepening by decrease

935,283

1,894,293

Flattening by increase

-1,356,720

-2,768,793

Flattening by decrease

246,327

541,196
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As regards m/l term ALM, the interest rate risk is monitored by measuring the
fair value sensitivity of the book to an instantaneous increase in interest rates of 100
bps.
The following values were recorded in the first half of 2008 (millions of euro):
a) end of period:
b) average:
c) minimum:
d) maximum:

-18,8;
-13,4;
-18,8;
-5,5.

The average effect of a change of +/- 100 bps in interest rates on net interest and
other banking income was calculated to be 6.8 million euro.

5.3.3 Price risk
This risk relates to equity securities classified as financial assets available for
sale. Considering the nature of these securities, a significant proportion of which relate
to the interest in Istituto del Credito Sportivo, no price-risk hedges have been put in
place.

5.3.4 Exchange rate risk
The Group holds financial assets and issues bonds which are denominated in
currencies other than the euro.
These financial assets and liabilities are systematically hedged at inception
against exchange rate risks by means of derivative products (currency and interest rate
swaps).
The measurement and monitoring of risk and hedge effectiveness are the same
as the ones explained in connection with interest rate risk.

5.3.5 Liquidity risk
The Group's lending operations are funded through bond issuing on the
domestic and international markets, raising deposits on the interbank market and
refinancing with the European Central Bank.
The Market and ALM Risks Unit monitors liquidity risk by using the following
indicators:
a) liquidity gap (difference between assets and liabilities);
b) liquidity reserves (value of cashable instruments).
Compliance with the limits (liquidity ratios calculated as the ratio between
liquidity reserves and the liquidity gap) is monitored both for short-term (up to one
week) and medium/ long-term maturities (over one week).

5.3.6 Operational risks
Operational risk is “the risk of loss resulting from inadequate or failed internal
processes, people and systems, or from external events.” This definition includes legal
risk, but not strategic risk (i.e. potential cost of losing customers or opportunity cost of
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losing potential customers, resulting from changes in the business environment and
adverse business decisions, improper implementation of decisions or lack of
responsiveness to changes in the business environment) or reputational risk (i.e.
potential decrease in the value of Dexia arising from adverse perception of the image of
the financial institution on the part of customers, counterparties, shareholders, investors,
regulators and another stakeholders).
The method used by the Group for measuring operational risk is the Traditional
Standardized Approach (TSA).
As regards the qualitative method of assessing operational risks, an Operational
Risks Unit has been created within the Risk Management Department, and has
responsibility for:
• laying down rules for the management and monitoring of operational risks;
• defining and adopting methods for measuring risks;
• defining, adopting and producing the risk trend reporting system.

As regards management performance assessments, a number of Operational
Risk Correspondents (ORCs) have been chosen within each of the Parent Bank’s
structures, with the task of noting every operational risk event and subsequently filing
the information in the Group’s loss-database.

The Group has no significant lawsuits pending.
The main causes of operational risk events are shown below in percentage
terms:

CATEGORY OF EVENT

%

internal fraud
0%
external fraud
0%
employment practices and workplace safety
1%
clients, products and business practices
7%
damage to physical assets
1%
business disruption and system failures
1%
execution, delivery and process management 90%

5.3.7 Other comments on risks
This paragraph provides information on the Bank’s involvement in the vehicle
company and on risks associated with specific financial instruments, as required by the
Bank of Italy and in accordance with the contents of the Financial Stability Forum
report of 7 April 2008.
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Special Purpose Entities (SPE)
The Parent Company Dexia Crediop S.p.A. wholly controls the special purpose
entity DCC – Dexia Crediop per la Cartolarizzazione S.r.l. through which sales have
been made of performing stocks of Italian Local and Territorial Authorities. The last of
these sales was carried out in the first half of 2008 for a total of 2,335 million euro.
The class A (Senior) ABSs issued by the entity benefit from an unconditional
on-demand guarantee issued by Dexia Crediop S.p.A.; owing to the effects of this
guarantee and therefore of the obligation to repurchase the securities and reimburse the
entire ABS on occurrence of any credit or fiscal event, in accordance with the
instructions contained in IAS 39, the securities in question were recognised in the
Parent Company’s balance sheet and at the same time the ABSs issued by the vehicle
were recognized as liabilities.

At 30 June 2008 the book value of the portfolio securities of the vehicle
company recognized in the Parent Company’s balance sheet, as well as in the
consolidated balance sheet, can be broken down as follows:

millions of euro

Description
Securitisation no. 1 of 2004
Securitisation no. 2 of 2005
Securitisation no. 3 of 2008
Total

L&R securities
581
602
623
1,806

AFS securities
313
242
1.712
2,267

Asset-Backed Securities (ABS)
At 30 June 2008 the nominal value of the securities portfolio in question, almost
all of which is classified as available-for-sale financial assets, amounted to a total of
1,886 million euro, of which 93% relating to mono-tranche transactions (no
segmentation) and the remaining 7% to senior notes.
Ninety-four per cent of the exposure of this portfolio is guaranteed by the
Government and the Regions.
Residential Mortgage-Backed Securities (RMBS)
At 30 June 2008 the nominal value of the securities portfolio in question, all of
which is classified as available-for-sale financial assets, amounted to a total of 1,084
million euro and consists entirely of senior notes with an AAA rating.
Collateralised Debt Obligations (CDO)
At 30 June 2008 the nominal value of the securities portfolio in question, all of
which is classified as available-for-sale financial assets, amounted to a total of 89
million euro and consists entirely of senior notes with an AAA rating.
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Measurement criteria
ABSs, RMBSs, and CDOs are evaluated by a specific Dexia Group
"Competence Center" using a method, agreed with the Dexia Crediop Risk
Management Unit, which uses market spread curves on these products divided
according to their ratings and supplied by external providers of a high standing.
The market quotations on the individual securities, received from brokers
through the major information circuits, are compared with the above mentioned curves
in order to obtain a final valuation which also takes into consideration factors such as
the liquidity of the security and the reference date of the quotations received.

5.4 Other information
5.4.1 Dividends paid
During the first half of 2008 the Dexia Crediop S.p.A. paid the dividend, of a
total of 54 million euro, decided by the General Meeting on approval of the 2007
financial statements.

5.4.2 Transactions with related parties
As required by IAS 24 and by Consob Communication 6064293 of 28 July
2006, information on transactions with related parties is presented below. For this
purpose it must be remembered that Dexia Crediop S.p.A. is the Parent Company of the
Dexia Crediop Banking Group which includes the following subsidiaries:
1. Crediop Overseas Bank Ltd, with a 100% shareholding;
2. DCC - Dexia Crediop per la Cartolarizzazione S.r.l., with a 100%
shareholding;
3. D.C.I. - Dexia Crediop Ireland Unlimited with a 100% shareholding.
The company is, in turn, controlled by Dexia Crédit Local SA (which holds 70%
of the share capital).
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Transactions with the Parent Company Dexia Credit Local SA
Assets and Liabilities

millions of euro

Assets
-

Receivables for loans granted
Own securities
Hedging derivatives
Financial assets held for trading
Other assets

Total

4.902
3.217
203
27
8.349

Liabilites
Total

Deposits
Hedging derivatives
Financial liabilities held for trading
Loans received
Subordinated debts
Other liabilities

1.985
279
108
1.063
400
3.835

Other transactions
Guarantees given
Guarantees received

millions of euro
59
5.544

Income and Expenses

millions of euro

Income
-

Interest and similar income
Gains on trading derivatives
Fee and commission income

Total
Expenses
Total

360
71
431

Interest and similar expense
Losses on trading derivatives
Fee and commission expense
Administrative expenses

224
72
0
1
297
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Transactions with the subsidiaries
The transactions as at 30 June 2008 with the subsidiaries, adjusted with the
necessary accounting items for consolidation and elimination, are as follows:
COBL
Assets and Liabilities

millions of euro

Liabilities
- Loans received
- Deposits received

1.171
1

Total

1.172
Income and Expenses

Expenses
-

Interest and similar expenses

Total

27
27

Other transactions
-

Guarantees given

1.037

D.C.I.
Assets and Liabilities

millions of euro

Assets
-

Financial assets held for trading

35

Total

35

Liabilities
- Financial liabilities held for trading

18

Total

18
Income and Expenses

millions of euro

Income
- Gains on trading derivatives

34

Total

34

Expenses
- Losses on trading derivatives
- Gains (Losses) on disposal
- Administrative expenses

28
18
0

Total

46

The transactions with the related parties as above are carried out on conditions
equivalent to those that prevail in free transaction performed on the market.
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5.4.3 Significant non-recurring events and transactions
During the first half of the year the company exercised the option introduced in
Law 244 of 24 December 2007 (2008 Budget Law) which provides for the application
of a substitutive tax on off-balance sheet deductions present in the EC section of tax
returns. These off-balance sheet deductions relate, in this case, essentially to provisions
to the credit risk reserve made in previous years, approved exclusively in accordance
with the tax laws.
The exercise of the option introduced by Law 244/2007 has determined a
positive effect on profit for the period of 77 million euro, as a consequence of the
elimination of the higher amounts of deferred taxes recognized in previous years with
respect to the amount of substitutive tax due.

5.4.4 Atypical and/or unusual transactions
No atypical and/or unusual transactions are performed.

5.4.5 Segment Information
Accounting criteria and segment information
The segment information is presented in accordance with the provisions of the
international accounting standard IAS 14. In particular, on the basis of the
“management approach”, the primary reporting format is based on the Group’s business
sectors. This data is presented, in the annual financial statements, in Part D “Segment
Information” of the Explanatory Notes.
The business segments are made up as aggregations of business lines with
similar characteristics from the point of view of the products and services offered to
customers. In particular, at the level of the Dexia Crediop Group three business
segments have been identified:
•
•
•

Public and Structured Finance;
Financial Markets;
Other Business.

The “Public and Project Finance” segment includes all the business of lending and
financial services offered by the Group to public sector customers and corporate
customers, which are the two “target” customer segments.
The “Financial Markets” segment includes all business carried on by the Group on
the financial and money markets.
The “Other Business” segment includes management of free equity, equity
investments and other business not allocated differently.
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Results for business segments
The economic results of the Dexia Crediop Group as at 30 June 2008 are
presented below according to segments. For a general description of the economic
results of the Dexia Crediop Group see Paragraph 5.2.
Distribution by business segments: economic data as at 30 June 2008
millions of euro
Income statement items

Net interest and other banking income (Item 120)

Public and
Structured
Finance

85

Financial
Markets

16

17

118

2

Net adjustments for impairment (Item 130)

2

Net adjustments of tangible and intangible assets (Items 200 and 210)
Profit from continuing operations before tax (Item 280)

DEXIA
CREDIOP
GROUP

Other
Business

68

12

-2

-2

14

94

Distribution by business segments: economic data as at 30 June 2007
millions of euro
Income statement items
Net interest and other banking income (Item 120)
Net adjustments for impairment (Item 130)

Public and
Structured
Finance

65

Financial
Markets

Other
Business

11

98

0

0

Net adjustments of tangible and intangible assets (Items 200 and 210)
Profit from continuing operations before tax (Item 280)

22

DEXIA
CREDIOP
GROUP

49

7

-1

-1

18
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The total net banking income of the Dexia Crediop Group as at 30 June 2008
was 118 million euro, of which 85 million euro from the Public and Structured Finance
business, 16 million euro from the Financial Markets business and 17 million euro from
the Other Business segment. With respect to the first half of 2007, there was an overall
increase in net banking income (+20 million euro), associated with an increase in the
Public and Structured Finance and Financial Markets segments, due to an expansion of
the business, offsetting a fall in the Other Business segment.
A breakdown of the various segments as percentages of total net banking
income as at 30 June 2008 and 30 June 2007 is shown in the chart below.
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Compared with the first half of 2007 there was an increase in the percentage
contribution of the Public and Structured Finance segment (from 67% to 72%) and of
Financial Markets (from 11% to 14%), offsetting a reduction in the Other Business
segment (from 22% to 14%).
Net impairment adjustments all relate to the Public and Structured Finance
segment, as they are associated with the lending business, and in particular with loans,
and they amounted to +2 million euro as at 30 June 2008, compared with +0.1 million
euro as at 30 June 2007.
Net adjustments of tangible and intangible assets relate instead to the Other
Business segment, to which all fixed assets of the Dexia Crediop Group were allocated;
they amounted to -2 million euro as at 30 June 2008, substantially in line with the first
half of 2007.
The profit from continuing operations before tax of the Dexia Crediop Group as
at 30 June 2008 was 94 million euro, of which 68 million euro from the Public and
Structured Finance business, 12 million euro from the Financial Markets business and
14 million euro from the Other Business segment. With respect to the first half of 2007,
there was an overall increase (+20 million euro), with an increase in the Public and
Structured Finance and Financial Markets segments, deriving mainly from the rise in
net banking income described above, offsetting a reduction in the Other Business
segment.
The percentage contribution of the three segments to the profit from continuing
operations (before tax) in the first six months of 2008 and 2007, is shown in the
following chart.

Compared with the first half of 2007 there was an increase in the percentage
contribution of the Public and Structured Finance segment (from 67% to 72%) and of
the Financial Markets segment (from 9% to 13%), offsetting a reduction in the Other
Business segment (from 24% to 15%).
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6. Financial Statements of the Parent Company
As provided for in Art. 81, Clause 3, of Consob Regulation 11971 implementing
Lgs. Dec. 58 of 24 February 1998, we are presenting the Parent Company’s financial
statements prepared in accordance with the reporting criteria used for the annual
financial statements.

6.1 Financial statements
BALANCE SHEET

Assets
10.
20.
40.
50.
60.
70.
80.
90.
100.
110.
120.

Cash and cash equivalents
Financial assets held for trading
Financial assets available for sale
Financial assets held to maturity
Due from banks
Due from customers
Hedging derivatives
Fair value adjustment of financial assets in hedged portfolios (+/-)

Equity investments
Property plant and equipment
Intangible assets
of which:
- goodwill
130. Tax assets
a) current
b) deferred
150. Other assets
Total assets

Liabilities and shareholders' equity
10.
20.
30.
40.
60.
80.

100.
110.
120.

130.
160.
180.
200.

30/06/2008

millions of euro
31/12/2007

0
1.638
12.892
460
14.121
19.415
1.502
(4)
750
44
1

0
963
14.543
478
13.076
19.524
1.512
(0)
750
45
2

0
33
7
26
111

0
11
11
119

50.963

51.023
millions of euro
30/06/2008
31/12/2007

Due to banks
Due to customers
Securities in issue
Financial liabilities held for trading
Hedging derivatives
Tax liabilities
a) current
b) deferred
Other liabilities
Provision for severance indemnities
Provisions for risks and charges
a) provision for retirement and similar benefits
b) other provisions
Valuation reserves
Reserves
Share capital
Profit (Loss) for the period (+/-)

20.865
6.263
19.312
1.627
1.710
74
74
0
25
4
1
0
1
44
486
450
102

24.459
4.630
18.362
959
1.278
162
2
160
47
4
1
0
1
130
454
450
86

Total liabilities and shareholders' equity

50.963

51.023
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Income statement
10.
20.
30.
40.
50.
60.
70.
80.
90.
100.

120.
130.
140.
150.

160.
170.
180.
190.
200.
250.
260.
270.
290.

Interest and similar income
Interest and similar expenses
Net interest income
Fee and commission income
Fee and commission expense
Net fee and commission income
Dividend and similar income
Net trading gains (losses)
Net hedging gains (losses)
Gains (losses) on disposal or repurchase of:
a) loans
b) financial assets available for sale
d) financial liabilities
Net interest and other banking income
Net adjustments for impairment of:
a) loans
Net income from financial activities
Administrative expenses:
a) personnel expenses
b) other administrative expenses
Net provisions for risks and charges
Net adjustments on tangible assets
Net adjustments on intangible assets
Other operating expenses/income
Operating costs
Profit (loss) from continuing operations before tax
Income taxes from continuing operations
Profit (Loss) from continuing operations after tax
Profit (Loss) for the period

30/06/2008
1.118
(1.064)
54
6
(2)
4
5
7
0
8
11
(14)
11
78
2
2
80
(24)
(15)
(9)
0
0
(1)
0
(25)
55
47
102
102

millions of euro
30/06/2007
977
(906)
71
5
(1)
3
5
12
1
7
3
1
3
99
0
0
99
(23)
(15)
(8)
(0)
(0)
(1)
0
(24)
75
(30)
45
45
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6.2 Equity investments of the Parent Company
In the Parent Company’s balance sheet the item “Equity investments” includes
equity investments in subsidiaries which amount to 750,015 thousands of euro.
The item as at 30 June 2008 is made up of:

thousands of euro

Description
Crediop Overseas Bank Limited
DCC - Dexia Crediop per la
Cartolarizzazione srl
Dexia Crediop Ireland
Total

%
holding

Opening
balance as at
31/12/2007

Purchases /
Sales

Adjustments

Closing balance
as at 30/06/2008

100%

50.000

0

0

50.000

100%
100%

15
700.000
750.015

0
0
0

0
0
0

15
700.000
750.015
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