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One year after the start of the pandemic, USA and China have sped up leaving
the EMU behind
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Vaccines, policies, and the pandemic management make the difference

Recovery &3 Vaccines

pace

Policies
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Italy, 2020’s overall severe repercussions...

2020, the worst recession ever in peace times
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... even in the labour market
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Fiscal policies have protected (not all) families...

A significant income redistribution

INCOME LOSS-MAKING WORKERS
% shares

Employees
(6.2 bln)

Self-
employed

Not at loss (4.7 bln)

(12.7 bln)

Around 8.2 billion households had at least
one person suffering from the economic
crisis (32% of families)
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...and (not all) firms

€750 blIn liquidity available

€465 bin requested up to March 24 SECTORIAL VALUE ADDED LOANS AND DEPOSITS OF NON-
% change in real terms F.||\-|ANC|AL CORPORATIONS
GUARANTEED LIQUIDITY Billions of euros
45 -35 -25 -15 - 100 -
039 25 45 5 9
Acc. and food... 80
Textile 60 -
8 Transp. and storage
o Public transportation 40
(@] .
Machiner 4
2 204 o 20
2 Arts & entertainment 0
- 149 Metallurgy
Constructions -20
223 Pharmaceutics 40 -
Real estate
é;\@ \2'0% \00% \O& Financial activities 60 -
$§ S & N 12 13 14 15 16 17 18 19 20
N N < Food
% % .
%\}c’ & Communication " loans ® deposits

% prometeia Source: Bank of Italy and MEF May 2021 | 7



Signs of improvement in spring ...
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+ 2.3% GDP
carryover from
2020
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... as the vaccination campaign proceeds

WEIP- PROMETEIA’'S WEEKLY ECONOMIC VACCINATION TRENDS BY AGE CLASS WITH GDP % change qoq
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Further policy action in the short term are expected to restore the pre-
crisis GDP level at the end of 2022 ...
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... but many scars remain
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Beyond the recovery, growth shaped by NGEU’s and NRRP’s features

AVAILABLE FUNDS
o
I
@ THE ITALIAN NRRP DECISIONS

@2} THE REFORMS
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The Next-Generation EU, total resources

The EU issued €750bln common debt securities to expand the European budget, assigning grants and loans to the Member States

NGEU PROGRAMMES
2021-2027 EU EXPENDITURE

€750

A Funding Funding Total
billion under NGEU under MFF  funding

NextGenerationEU Recovery and Resilience Facility 672.5 0.8 673.3

(NGEU) Of which GRANTS 3125 - 3133

Multiannual Total Of which LOANS 360.0 - 360.0

3 2 COVID-19 recovery

Financial €1 824.3 package REACT-EU 47.5 - 47.5
Framework (MFF) billion gl

The EU's 7-year budget RERE @ €390 billion grants Rural development 7.5 77.9 85.4

QU @ €360 billion loans Just Transition Fund 10.0 7.5 17.5

Y €672.5 billion for the InvestEU 5.6 3.8 9.4

€1 0743 . E;Ei(ii\{ery and Resilience rescEU 1.9 1.1 3.0

billion / Horizon Europe 5.0 79.9 84.9

All amounts in EUR billion in commitments, 2018 prices.

Source: European Commission
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The Italian allotment and all the NRRP resources

---------------------------------------------------- - Funds earmarked to NRRP missions and components in the
€207bin THE POTENTIAL FUNDS FOR ITALY final draft sent to the EC on April 30

€122.6bIn loans
€84.4bln grants

"""""""""""""""""""""""""""""""""" : €191.5bIn
NGEU funds 2021-2026,

122.6bin EU loans
2018 pri Italy + _
sk €30.6bln national funds
Recovery and Resilience Facility-grants 68.9 React-EU
Recovery and resilience Facility-loans 122.6 €13bln

RRF

[me———————————

82.4bin EU grants

React-EU 13.5 / o \
6 Missions
Rural development 0.8 :
=y 05 National
esc .
Fund 16 Components
InvestEU
€30.6bln
Horizon Europe 0.5 - 131 Investments
Just Transition Fund 0.5 - 48 Reforms
TOTAL 207 \ /

. Source: European Commission and Italian NRRP
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Earmarkings of funds among the 6 missions

The NRRP is focused on the green and digital transitions

Digitalisation and
3 STRATEGIC DIMENSIONS innovation

3 HORIZONTAL PRIORITIES | Gender equality

6 MISSIONS
(billion euro)
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The NRRP reforms

The reforms as a crucial element of the plan and a catalyst for its implementation

Public Administration
Horizontal or contextual

Justice

Fiscal system

Interventions to remove
procedural and —— Complementary
administrative obstacles reforms

Enforcing

Social safety nets

Measures of
simplification, legislation
rationalization, and
competition promotion

Listed and explained in

Sectorial the individual missions
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Important economic effects...

...0.5% yearly growth, even in our more conservative scenario with slower expenditure, and economic impact consistent with
the NRRP middle scenario

ADDITIONAL EXPENDITURE IMPACT ON GDP
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Lack of reforms and of public expenditures drag on growth

THE VICIOUS CIRCLE BEHIND THE LOW PUBLIC SECTOR EXPENDITURES
ITALY’S GROWTH (consumption + investment)
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Reforms and investments: an opportunity to boost potential growth...

Investments Structural reforms
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A risky “bet”: if won, Italy will join the EMU’s big countries growth

GDP
in real terms
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Confidentiality

This document is the base for an oral presentation, without which it
could be misleading and have limited insights.

The total or partial reproduction of this document’s content is forbidden
without Prometeia’s written authorization.

Copyright © 2021 Prometeia
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