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Recovery and Reforms: A New Italian Renaissance? 

 After a long recession, Italy should finally see positive growth again this 

year. Since our report of exactly one year ago: "Italy – clearer skies", the 

economy has leveled out and green shoots of recovery have indeed started to 

appear.  

 Prospects for 2015 are objectively brighter – with the political situation 

stabilising, reforms proceeding at a sustained pace, and with the significant 

improvement in the overall macroeconomic backdrop thanks to lower interest 

rates, a large currency depreciation, and much lower oil prices. As a further 

boost to activity, it is also the case that lower interest rates and QE are 

providing Italy with some substantial fiscal room for the years ahead. 

 Hard data so far remain somewhat mixed, however, with clear 

improvements in some indicators but still negative surprises on others. 

Some cyclical indicators – notably related to consumer confidence and 

durable goods spending have rebounded, and there is early evidence that the 

measures on the labour front are having a meaningful impact. The industrial 

and investment situation remains depressed, even if we believe that 

macroeconomic stimuli should start to show their impact soon.  

 On the reform front, much has been legislated already or will be 

legislated in the coming months. Building on previous reforms, the current 

government is trying to deliver a comprehensive package, addressing most 

weaknesses of the Italian economy in a wide-ranging reform drive. Some 

initial doubts on the ability to deliver reforms have subsided, and all major 

international institutions are providing a broadly favourable assessment of the 

renewed reform ambition of the country. We provide in the main text a 

detailed list of the reforms voted so far and of those that still need legislative 

acts – mostly due to happen during 2015. 

 Visible improvement in key measures of international competitiveness 

are starting to appear, but Italy still lags behind its European peers. 

 Looking ahead, Italy has to focus on the full implementation of its 

comprehensive reform package – the real success of reforms doesn't stop 

at the legislative level, but needs the follow-through at the public 

administration and local level, too – and then to the broader economy.  

 … knowing that a lot still needs to be done to climb the international 

competitiveness ladder. Looking beyond the short term, key efforts are still 

needed on education, anti-corruption, new technologies and on the overall 

synergy of intents between the public and the private sector – the latter being 

the elements of a new frontier for reforms, which would follow the 

"normalization" of the Italian economy that is taking place through the current 

set of reforms.   
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1. Cyclical update 

Slowly but surely. Despite some more positive signs in recent months, we still expect 

modest growth of just 0.7% this year, after three consecutive years of negative growth. 

Italy’s GDP is improving only slowly. GDP was flat in Q4 2014, and overall the economy 

declined by just 0.4% in 2014, "improving" from a fall of 1.9% in 2013.  

The year has started on the right footing. Italian consumer confidence is at its highest 

in almost 13 years, business confidence has improved as well, the manufacturing PMI 

jumped by two points in February, with new export orders at a high level and even 

outperforming Spain. Additionally, the employment index rose sharply and the 

unemployment rate ticked down. It’s worth noting that the sharp increase in the 

unemployment rate seen over the previous two years was essentially driven by the rise in 

the participation rate, which reached its all-time high in Q4 2014.  

The recent improvement in the data is clearly a consequence of  the "common 

factors" we are also seeing for the euro area as a whole – the fall in oil prices, a weaker 

currency, easier monetary policy, and no more fiscal drag – but we believe there are 

increasingly country-specific factors – the effective implementation of structural reforms, 

a more stable political backdrop also seen in the recent smooth election of the President of 

the Republic – that are allowing us to be more optimistic on Italy's prospects. Additionally, 

"Expo 2015" – an international event in Milan, which should attract an estimated 20m visitors 

this year, might also add a couple of tenths of a percent to Italy's GDP this year. 

The improvement in consumer and business sentiment indicators suggests we 

have now reached an inflection point in domestic demand. The acceleration in car 

sales, mortgages, and some improvement in retail sales point clearly to a recovery in 

domestic demand. The latter has been the main drag in the recession, having fallen by 

more than 13%, outpacing the loss recorded by overall output. Investment is timidly trying 

to get back on board, although the signal there remains weak and we will probably see 

more positive dynamics toward the end of the year. 

Exhibit 1: Italian consumer confidence at its highest in almost 13 years 
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Net trade should continue to contribute positively to growth, on the back of 

increasing (and more balanced) global demand – and thanks to the euro 

depreciation. As we show below, Italy has managed to maintain export market shares in 

recent quarters. We expect this development to continue to support activity in Italy, in 

particular given the meaningful depreciation of the euro. Additionally, falling oil prices 

should bode well for an acceleration in cyclical momentum and for a further strengthening 

of the current account balance – which has already turned into surplus since 2013.  

 

Giovanni Zanni 

+44 20 7888 6827 

giovanni.zanni@credit-suisse.com 

 

Mirco Bulega 

+44 20 7883 9315 

mirco.bulega@credit-suisse.com 

 



23 March 2015 

European Economics  4 

Inflation is too low but deflation seems unlikely, in light of QE and its impact on the 

currency. A deflationary spiral would be particularly damaging for Italy's public debt 

dynamics, although it must be said that it would be even more damaging for most other 

countries when private debt is included in the equation (Exhibit 25). On our estimates,  

inflation is likely to be flat in 2015 largely due to the fall in oil prices, while it should recover 

somewhat, growing 0.7%, in 2016.  

We provide below a "chartbook" on the latest economic developments in Italy. 

Exhibit 2: Composite PMI pointing to flat Q1 GDP   Exhibit 3: Cyclical indicators: optimistic consumers 

  Standardized 

-2.5

-2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

26

30

34

38

42

46

50

54

58

62

66

98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15

Composite PMIs, lhs

GDP growth q/q%, 2q ma, rhs

 

 

-3

-2

-1

0

1

2

3

1998 2000 2002 2004 2006 2008 2010 2012 2014

Consumer Confidence

Business Confidence

Composite PMI

 
Source: Credit Suisse, Markit, Istat  Source: Credit Suisse, Thomson Reuters DataStream, Istat, Markit 

Exhibit 4: Industrial production should rebound  Exhibit 5: A re-acceleration in (export) orders 
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Exhibit 6: Italy back above Spain in export orders   Exhibit 7: A bounce in employment expectations 

Manufacturing PMI – new export orders  European Commission Survey -  employment expectations 
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Exhibit 8: M1 suggesting a stronger upside  Exhibit 9: Car sales bouncing from the lows 
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Exhibit 10: Unemployment ticking down, finally  Exhibit 11: Unemployment fall momentum: strong 
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Exhibit 12: Youth Unemployment – past the peak  Exhibit 13: Youth unemployment falling faster  

%  Youth unemployment change, 6m 
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Exhibit 14: Participation rate at an all-time high  Exhibit 15: Shrinking use of unemployment benefits 
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Exhibit 16: SMEs' funding costs falling but still high  Exhibit 17: Strong increase in new mortgages 

Banks' new lending rates to firms, <€1mn, 1-5y maturity, %  New business growth, y/y%, 6m ma 

2.5

3.0

3.5

4.0

4.5

5.0

5.5

6.0

6.5

7.0

03 04 05 06 07 08 09 10 11 12 13 14 15

Italy Spain Core

 

 

-60%

-40%

-20%

0%

20%

40%

05 06 07 08 09 10 11 12 13 14 15  
Source: Credit Suisse, ECB  Source: Credit Suisse, ECB 

 

 

 

 



23 March 2015 

European Economics  8 

Exhibit 18: Low Inflation, but no deflation expected  Exhibit 19: A positive and rising trade balance 

%  % of GDP 
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Exhibit 20: Loan demand is mixed, from 
corporates…  

 Exhibit 21: … while from households is back 

Demand for loans to corporates, past and next three months  Demand for loans to households, past and next three months 
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2. Fiscal update  

As the charts above suggest, most indicators point to a recovery in the making, albeit not 

an extremely strong one so far. Looking ahead, positive surprises could come from the 

investment component – on the back of a return of confidence and also thanks to the 

structural reforms we highlight in the section on reforms below.  

Meanwhile, in addition to the positive boost coming from the obvious stimulus from lower 

oil prices, the currency depreciation and from lower rates, another channel of support 

could come from the "fiscal space" created by the fall in interest rates and by ECB's 

QE. The contribution of the fiscal channel – especially for Italy – could be very significant, 

as we elaborated in our European fiscal publication earlier this year and as we do in this 

section. 

Italy’s underlying fiscal position has improved significantly, even though part of the 

story is hidden behind the adverse cyclical developments of the past several years. 

Past structural efforts have already created the conditions for the debt ratio to fall in the 

coming years – thanks to a large structural primary surplus (close to 4% according to the 

European Commission, and even slightly higher in the OECD estimation). The biggest 

effort was undertaken in 2012 by the Monti government, but the following governments 

have kept it at high levels.  For the near future, there is little expectation of improvement 

on the structural fiscal front – which should provide some breathing space for growth.  

QE is adding another important layer to the story, by lowering present and 

prospective interest payments. Indeed, while interest payments amounted to nearly 5% 

of GDP last year, it is plausible to expect a c.½pp reduction of the interest burden, 

annually, for the next few years, just on the back of the roll-over of the debt into lower-

yielding securities.  

If the average cost of funding were to stabilise at around 1% in the coming years 

(the marginal funding cost is currently lower, close to 0.5%), Italy would have an 

interest burden of just 1%-2% of GDP by 2020 vs. close to 5% currently, meaning that 

around 3pp of GDP would be available to either accelerate greatly the speed of debt 

reduction or to boost activity via public spending or lower taxation. 

Exhibit 22: A decreasing cost of funding  Exhibit 23: … with primary surpluses in line 

Interest payments, % of GDP  General government balance excluding interest payments, nominal and 
adjusted for the cycle (structural), % of GDP, 2015 estimates 

0.0

1.0

2.0

3.0

4.0

5.0

2014 2015 2016 2017 2018 2019 2020

Italy

Euro area

Germany

 

   Primary balance Structural prim. bal. 

Euro area  0.3 1.6 

Belgium  0.1 0.6 

Germany  1.8 2.4 

Ireland  0.9 0.5 

Greece  4.1 5.8 

Spain  -1.2 1.0 

France  -2.2 -0.7 

Italy  1.8 3.7 

Cyprus  0.2 1.9 

Netherlands  -0.7 0.6 

Austria  0.7 1.5 

Portugal  1.6 3.3 

United Kingdom  -1.8 -1.9 
 

Source: Credit Suisse, Eurostat  Source:  Credit Suisse, Eurostat 

 



23 March 2015 

European Economics  10 

Exhibit 24: Government expenditure ex interests  Exhibit 25: Italy's private debt still relatively small 

% of GDP  Private and public debt , as % of GDP 

0

10

20

30

40

50

60

Fra Gre EA Ita Spa Por Ger Ire

Other expenditure (inc investments)

Other final public consumption

Compensation of employees

Social security

 

 

0

50

100

150

200

250

300

350

400

Ire Por Gre Net Bel Spa Ita Fra Ger Aus

General Government

NFC

Households

 
Source: Credit Suisse, Thomson Reuters DataStream  Source: Credit Suisse, Eurostat 

3. Competitiveness – where does Italy stand? 

Italy's low growth is only partially related to its external or price competitiveness, in 

our view. As we have already explained in detail our thoughts on this topic (see here), we 

only summarise and update some indicators here.  

Size matters. Among European countries, Italy is one in which the size of companies is 

smallest. The average number of employees per enterprise is 3.9, just above Portugal with 

3.7 employees. This translates into companies having difficulty financing themselves and 

retaining talent; more broadly it relates to skill mismatch, in which low-skilled people 

occupy jobs which require high skills, or the other way round. Productivity correlates well 

with firm size. 

Unit labour cost dynamics have been unfavourable – even if things are changing 

this year. Competitiveness is commonly measured by relative price and costs indicators, 

i.e., a trade-weighted currency index deflated by different relative price or cost deflators. 

Looking at the effective exchange rate deflated by unit labour costs in the manufacturing 

sector, which is one of the most commonly used measures of price competitiveness, Italy 

seems to be one of the worst performers in the euro area in the past decade. Looking at 

ULC in the whole economy, the picture is less daunting, but still severe. On this front, Italy 

is likely to improve its competitiveness this year, thanks to a combination of the permanent 

reduction in the tax wedge and fiscal incentives for firms who hire workers, and the 

depreciation of the euro since last May. 

Focusing only on ULC would, however, bias the assessment. Indeed, other measures 

of price competitiveness do not paint a similarly bleak picture. Looking at effective 

exchange rates deflated by price deflators such as the CPI, the PPI, or the GDP deflator, 

the loss in competitiveness between 2000 and today is small – barely significant 

statistically.  

In fact, using the producer price index (PPI) as a deflator, Italy even appears to have 

improved the level of price competitiveness since the start of the EMU era. With the 

wage share in gross output falling globally, a broader indicator of prices such as the PPI is 

arguably more relevant than more narrow measures based on (only) labour costs. If we 

look at competitiveness basing our views on the relative prices of producers, Italy’s 

position has not deteriorated vis-à-vis its main trading partners over the past 15 years.  
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If labour costs have increased more than elsewhere, other elements of producers' prices 

have been more subdued, in fact intermediate goods' costs have increased less relative to 

other euro area economies and non-financial corporates have significantly reduced their 

profit share in the last decade. Conversely, we believe that the reduced tax wedge, 

implemented by the current government as we discuss in section 5, will only partially feed 

through into export prices due to recovering profit margins. 

Moreover, non-price competitiveness indicators, such as export market shares, 

support the view that Italy's external competitiveness remains resilient. In fact, 

export market shares have not deteriorated as much as some price-competitiveness 

indicators would have warranted. Over the last four years, Italian exports have grown 

broadly in line with demand in the export destination markets, and since mid-2012 they 

even have slightly outperformed world exports, resulting in a mild increase in export 

shares in the past couple of years, for the first time in many years. And looking ahead, the 

collapse in the euro, and the “tax cut” coming from a lower oil price, would bode well for an 

improvement in export shares this year and the next. Additionally, Italy has lost less 

market shares – in value terms – than most other direct competitors since 2000. Only 

Spain and Germany, to some extent, have done better, in a context of increasing export 

shares being taken by China. 

Additionally, the loss of turnover in the manufacturing sector is exclusively due to its 

domestic economy, while on the external front Italian firms have done as well, or even 

better than, their direct competitors – including Germany. 

That price competitiveness may not be the real problem for Italy can also be seen by 

looking at the trade balance ex-energy. When energy is excluded, the country has 

consistently recorded a trade surplus, even during the years of supposed loss of (price) 

competitiveness. And the trade surplus ex-energy recorded an all-time high in December 

2014, at 2% of GDP, while including energy, it approached a solid 1.3% of GDP. 

According to The World Trade Organization (WTO)'s “Trade Performance Index” rankings 

Italy is seen as the best performing exporter after Germany (and before China).  

Even if from our analysis external competitiveness does not seem to be the major 

issue for the country, it appears clear to us that Italy could strengthen its position in 

terms of exports and productivity growth. Lack of competition in product markets, 

weaknesses in public administration, corruption, and a slow and inefficient justice system 

are key reasons for the low productivity of the system. However, a draft law on economic 

competition has been adopted by the government in February, but it is not yet on the 

Parliament’s agenda. Elsewhere, as we detail in the section on reforms, steps have been 

taken to address the main weakness of the economic system – with some first but still 

initial successes. Despite some signs of improvement, international indicators on the “ease 

to do business”, as well as productivity dynamics of the country as a whole, suggest that 

reforms are required. 
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Exhibit 26: A loss of price-competitiveness in the 
economy as a whole since 2000 

 Exhibit 27: … even more marked when looking at 
the manufacturing sector in isolation 
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Exhibit 28: Price-competitiveness measures show 
extreme divergence in Italy 

 Exhibit 29: … but there is a less negative 
assessment when looking at producer prices 
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Exhibit 30: Italian export developments in a global 
context  

 Exhibit 31: A relatively contained loss in export 
market shares 
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Exhibit 32: Manufacturing turnover index  Exhibit 33: Italy’s strength comes from abroad 

2005=100  Italy’s manufacturing turnover, 2005=100 
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Exhibit 34: Non-domestic turnover comparison  Exhibit 35: The “doing business” index 

2005=100  Economies are ranked on their ease of doing business, from 1–189 (1=most 
business-friendly regulations). 
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Exhibit 36: Italy's main problems, according to WEF 
 Exhibit 37: Italy could strengthen its position in 

terms of productivity growth 
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4. Political situation stable, and likely more stable soon    

Italy has long been known for its inherent political instability. Ironically, it is today in 

a situation of relative stability, especially in light of political uncertainties surfacing in 

most other countries in Europe. Moreover, a new set of institutional reforms are in the 

process of being approved by the Parliament, which should improve the political 

landscape further.  

Reforms of the State and a new electoral law should stabilize things further. As we 

discuss more in detail below (in the reforms section), there has been a first  vote in the 

Senate and in the Lower House on a set of constitutional reforms. A second vote is 

required later this year and a final referendum expected for year-end. We believe the 

process will end with a final acceptance of the constitutional changes. The electoral law 

has also already been voted, and needs a final confirmation passage in Parliament, 

expected by the government in the coming weeks. 

In addition to these key expected changes, it is interesting how the political 

situation has stabilised even in the current context (i.e., "pre-reform"), with PM Renzi's 

party, the center-left Partito Democratico, obtaining a large share of the political 

consensus in Italy (with Renzi also gaining support from MPs outside of the official existing 

majority), with all the other parties at a much lower level of support and, in addition, with 

the center-right forces increasingly fragmented. This is, to some extent, in contrast with the 

increase in uncertainty and in support for extremist parties seen in several other European 

countries – and also in salient contrast with the recent history of political instability in the 

country. Even if there has been an increase in the support for the anti-system Northern 

League, the numbers of that party remain contained and appear to be cannibalizing other 

anti-system votes, rather than denting the support for the government.  

The relative stability is likely a factor behind the recent narrowing of the Spain-Italy bond 

spread, with Spain seeing some rising uncertainty in the political sphere since mid-2014.  

Italy's political stability will be "tested" soon, with local elections on May 31 (likely to 

be postponed to June 7), although the consequences for the government are likely to be 

negligible in our view. We believe that the next general elections will take place in 2018. 

By then, the new rules should  be in place, providing the country with a clear and stable 

elected majority and government.  

Exhibit 38: Polls suggest strong support for PM Renzi's party 
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5. Structural reforms 

We focus on the more recent measures taken by the current government
1
. These 

include in particular labour market reforms as well as, more generally, measures 

aiming at improving the overall efficiency of the economic system – institutional 

reforms, judicial and public administration changes, as well as measures to fight corruption 

and foster domestic and foreign investments. 

Exhibit 39: Progress on structural reforms taken by the current government 

 

Fully legislated   Further measures foreseen 

New labour contract   

Revised unemployment benefit   

Income tax cut  

Corporate tax: extended allowance for corporate equity Ministerial decree requirement for confirmation 

Courts: expansion of access to alternative dispute procedures  

Administrative justice  

Anticorruption measures; public procurement and infrastructure investment  

Expanded SME access to non-bank finance. Easier SME listing requirements  

  

Partially legislated  

Active labour market policy Decree by June 2015 

Minimum wage Decree by June 2015         

Administrative simplification for citizens and business          

Electoral law Further confirmation votes in parliament 

Senate reform Constitutional referendum 

Central – sub-national relations Further votes in both chambers and constitutional referendum 

Further tax reform Decree pending 

Strengthening sanctions against financial fraud and mafia Further confirmation votes in parliament 

Education reform  

  

Yet to be approved            

Strengthening business courts Decree pending 

Liberalisation and deregulation in local services, regulated professions, network industries, etc. Draft Competition Law planned for June 2015 

Enhance strategic energy infrastructure            

Public administration reform             

Criminal justice reform             

Source: Credit Suisse, MEF, OECD 

5.1 – Labour market reforms 

With unemployment high (although less so than in other peripheral countries) and the 

participation rate still very low (despite some trend improvement also due to previous 

labour market and pension reforms, see Exhibit 14), the government has launched 

several initiatives to boost hiring.  

The first move – last year – was to increase the flexibility of temporary contracts, 

while more recent policies have targeted labour costs and the flexibility of the overall 

labour market, in particular by changing the characteristics of the main open-ended 

contract for new hires. 

The tax wedge has been cut considerably. The tax burden on labour has been reduced 

considerably, and a significant shift away from labour taxation has taken place. The 

Stability Law 2015 introduced a permanent reduction in the tax wedge on labour and fiscal 

                                                 
1  We discussed in previous documents Italy's key reforms of the past 20 years.  



23 March 2015 

European Economics  17 

incentives for firms who hire workers with open-ended contracts. Indeed, firms will get full 

exemption from social security contributions for up to 36 months for new permanent hires. 

Meanwhile, a cut in the corporate tax rate is also taking place, via a deduction of the 

labour component (related to permanent workers) from the tax base of the Italian regional 

production tax. A tax-bonus of €80 per month on labour income (for permanent employees 

earning less than €26K), worth overall €10bn in tax cuts, was also approved last year and 

was made permanent with the 2015 Stability Law. 

The Jobs act – Italy's comprehensive labour market reform – has been voted by 

Parliament and is currently being implemented. Inefficient labour market institutions 

contribute to low labour utilization. Italy's labour legislation is–- or has been, until recently – 

well known for strongly protecting employees with open-ended contracts in firms with more 

than 15 employees – with the rest of the labour force enjoying significantly less protection. 

The Jobs Act, adopted in December 2014 in the context of an enabling law – the latter 

allows the government to produce a number of bills according to that law without another 

vote in Parliament – is a comprehensive reform of the labour market that contains 

measures to rationalise employment protection, expand active and passive labour market 

policies and make social protection more effective. Significant parts of the Act are already 

in place, with the overall package of reforms expected to be finalised by June. 

The Jobs Act introduces a new standard open-ended contract with employment 

protection increasing with tenure. The new contract provides a basic level of protection 

for the first two years, after which the level of compensation for unfair dismissal increases 

up to a maximum of 24 months' wages.  

The decree on unfair dismissals, abolishing the (in)famous art.18 of Italian labour law for 

new hires, also recently approved, makes reinstatement following unfair dismissal 

extremely unlikely.  Under the previous regime, dismissed workers could file a case 

claiming that their dismissal was unfair and claim, not only monetary compensation, but 

also reinstatement in their previous job. A reform in 2012, by the Monti government, 

restricted the possibility of reinstatement to cases in which the alleged justification was 

unfounded. The new decree clearly goes further. Specifically, firms with more than 15 

employees will now be able to fire workers for business reasons, without the risk of having 

to reinstate them, even if the dismissal is ruled as unlawful. The abolishment of article 18 

entails a revision of the dismissal rules both on an individual and on a collective basis. The 

employer doesn’t run the risk of having to reinstate employees unless the dismissals are 

discriminatory or null. If the dismissal is judged as unfair, the employer must pay an 

indemnity equivalent to between 4 and 24 months of salary.  

The reform reduces significantly the normal cost of firing, as well as reducing the 

uncertainty related to the risk of reinstatement and also in most cases the length of the 

possible controversy between the employer and the employee. The acceptance of the 

indemnity prevents any further dispute by the worker. Both parties have a strong incentive 

to settle the dispute through this procedure, since the sum paid is not subject to social 

contributions or taxation. 

A new unemployment benefit has also been introduced (the so-called NASPI), which 

strengthens the conditionality to receive the benefit in terms of active labour market search. 

These new arrangements imply quite radical changes for Italy – and in most cases 

go beyond what was asked by the European Commission on labour market reform. 

If fully implemented, these changes will transform the Italian labour market profoundly and 

enhance productivity in the broader economy, facilitating skill matching as well as reducing 

cost and uncertainty for companies and hopefully reinforcing workers' skills, via the 

predominance of open-ended contracts.  
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Some potential drawbacks. The few potential negatives include the usual risk of 

imperfect implementation of the reforms; the fact that the new rules apply only to new hires, 

risking a (different kind of) labour market segmentation, for a number of years; the fact that 

there is for now a strong tax incentive to hire with the new scheme, as we mentioned in the 

paragraph on the tax wedge above, means that the real interest from employers for this 

new form of contract might not appear clearly, initially. Finally, issues of wage 

supplemental schemes, job placement, and the governance and functioning of labour 

market policies still require more reform. But overall, our assessment is that this is a 

clear improvement for Italy. 

Exhibit 40: Tax wedge  Exhibit 41: EPL index 

Average compulsory payment wedge as % of total labour costs, 2013  A lower number implies a more liberalised labour market 
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5.2 – Constitutional reforms 

Maybe more ambitiously still than with labour market reform, the government has 

launched a reform programme to overcome deep issues likely behind the poor 

productivity performance of the country since the early 1990s. The existing 

institutional setting has hindered system-wide efficiency, due to endemic political instability, 

institutional inefficiency and  weak administrative capacity. As a consequence, reforms 

initiated were not complemented, not adequately implemented  – or even reversed by 

subsequent governments.  

Some of the reforms of the new administration have thus focused on streamlining the 

parliament, reducing the duplications and competencies of local governments, as well as 

changing the electoral law to make governments more stable between general elections. 

These important changes are expected to be completed by the end of 2015, and we 

believe there is a good chance that this will indeed happen. 

Reducing the Senate's and streamlining regions' powers, and a new electoral law. 

The new architecture of the Parliament will see the Senate losing its veto power in the 

legislative process. This should reduce political instability as well as streamline the law-

making process. Meanwhile, the reform of the so-called "Titolo V" of the Constitution will 

limit the powers of local governments, also providing some more coherent and faster 

implementation of the measures decided by the central government. These constitutional 

reforms have already been voted once in Parliament – but need a second round later this 

year given their Constitutional nature, with the Prime Minister having also promised a 

referendum to confirm the new setting by the end of the year. We believe it is highly likely 

that the changes will go through.  
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Meanwhile, the new electoral law has also already been approved by the Lower House 

and by the Senate, and needs a final Parliamentary vote next month. It includes a 

"majority premium" to the party that achieves at least 40% of the votes (in that case the 

party would get a 55% of seats), or a second voting round if that 40% threshold isn't 

reached by any political party in the first round.  

The new electoral law, together with the Constitutional changes, should make the 

political and legislative process both more stable and more efficient, reducing 

ambiguities about who is responsible for what, and avoid implementation delays due to 

sub-national government not following through on national legislation. 

5.3 – Judicial system reforms 

Important steps have also been taken to improve the efficiency in the judicial 

system.The reform of the justice system is another key piece of the puzzle to make the 

economic system more efficient and more similar to one of Italy's peers (as we discussed 

in our 2014 report as well).  Some measures were taken last year, focusing mainly on out-

of-court procedures, resulting in a significant reduction of the pending backlog of civil 

cases. Mediation is increasingly incentivised, cutting dramatically the length of 

proceedings; increased fees are also acting as a disincentive to starting court cases. 

Additional steps are required and expected, which will involve further amalgamation of 

small courts, measures strengthening special courts for companies so that commercial 

cases can be dealt with more swiftly, with a goal to limit the length of proceedings, to 

increase the use of mediation, and to enhance monitoring of court performance. 

Reducing corruption is another priority, more linked to the field of criminal justice. 

The anti-corruption agency ANAC has been given some additional powers and has used 

them in recent cases of corruption, with some success. ANAC can request that firms, or 

specific projects that are suspected of being involved in corrupt behaviour, are put under 

compulsory administration. New measures are being prepared as we write, which include 

increasing penalties for corruption crimes. 

The importance of systemic reforms for economic efficiency. More broadly, as the 

recent OECD report on Italy highlights quite clearly, the above changes are key to have a 

more efficient economic system, but more needs to be done in terms of effective 

implementation of reforms, which require well-designed laws (i.e., in clear and 

unambiguous language), an effective public sector (e.g., promptly implementing new 

regulations via a skilled, transparent public administration) and of course an efficient legal 

system to back up enforcement and prevent corruption. 

Past reforms have tackled many of these areas, though progress has been slow. 

The OECD suggests that the government needs to continue its efforts to pursue more 

performance-oriented management and improve skill levels. The revision to public 

employment regulations that allows them to be reassigned more easily should improve 

both flexibility and skill-matching, if used by a management system that focuses on 

performance. Transparency has improved and is an important tool in the fight to avoid 

waste and corruption, but more could be done 

5.4 – Financial sector reforms 

Tentative attempts to deal with NPLs. The deterioration in the quality of loans has led to 

a sharp increase in NPLs. Part of the increase in the ratio is denominator-driven (due to 

the contraction in overall loans), and there are signs that the pace of increase in NPLs is 

subsiding. Still, this represents a key weakness of the Italian banking sector, which the 

government is now trying to address with some still unspecified regulatory and fiscal 

measures, after it failed to find a suitable "bad bank" structure that was also in agreement 

with the European state aid rules. Meanwhile, the largest banks have taken the initiative 

with their own structures to start dealing with the problem. 
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Meanwhile, the other change in the banking sector concerns the reform of the 

cooperative banks, via a significant change in their governance structure: 10 cooperative 

banks in Italy will have to transform themselves into join-stock companies in 18 months 

and remove their “one share one vote” governance rule. This could accelerate a process 

of consolidation that would likely also help in dealing with the NPL question. 

Finally, the government has tried to provide funding alternatives for companies, and 

SMEs in particular, via a deregulation of credit and an improved access to capital markets. 

These are summarised in a box from the recent OECD report on Italy, which we provide 

below. 

Recent government measures to increase “Finance for Growth” 

The government has taken a number of measures to make it easier or cheaper for 

finance to flow to small companies or infrastructure projects and investment in general, 

as well as encouraging wider stock market listing to improve access to equity finance.  

Easier access to credit. Some institutions previously prohibited from lending directly to 

companies, such as credit funds, securitisation companies and insurance companies, 

may now lend directly to firms. The withholding tax for EU investors on medium-long 

term financing, unlisted bonds and certain other securities is removed. The endowment 

of the Central Guarantee Fund has been increased and the scope of the Fund widened 

by including guarantees for mini-bonds issued by SMEs.  

Fiscal and other incentives for investment. Measures recently enacted Include a 

temporary tax credit for companies increasing their level of investment and a subsidy 

targeting loans to small and medium-sized enterprises for the purchase of machinery, 

equipment, capital goods and for investment in IT. A tax credit for incremental 

investments in R&D in the 2015-19 period has been introduced. A favourable “patent 

box” taxation on income deriving from direct/indirect use of intellectual property, patents 

and trademarks has been also been introduced (see also Criscuolo and Appelt, 2015). 

Project bonds for infrastructure investment have been made cheaper and simpler to 

issue. Regulations governing the involvement of institutional investors in real estate 

have been relaxed.  

Encouraging the supply of equity finance. The allowance for corporate equity has 

been increased and can also now be set off against regional corporate taxes (IRAP). 

Measures to simplify public listings by SMEs and by family companies include the 

possibility of multiple-voting shares, reduced minimum capital requirements, variable 

thresholds for compulsory takeover and an increased threshold for compulsory 

communication of holdings or admissible cross-shareholdings. The allowance for 

corporate equity is to be increased by 40% for newly-listed companies (Super ACE).  

Early results are encouraging. Within the first few months additional lending SMEs from 

the “Sabatini law” fund was EUR 2 billion, and 26 new companies raised EUR 1 bn in 

bond issues. 

Source: OECD 
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Summary forecast table 

 2008 2009 2010 2011 2012 2013 2014 2015E 2016E 

National accounts          

Real GDP growth (%) -1.1 -5.5 1.7 0.7 -2.3 -1.9 -0.4 0.7 1.6 

Real private consumption growth (%) -1.1 -1.5 1.2 0.0 -4.1 -2.7 0.3 0.8 1.0 

Real fixed investment growth (%) -3.2 -10.0 -0.6 -1.7 -7.5 -5.4 -3.2 0.5 2.9 

Fixed investment (% of GDP) 21.2 20.0 19.9 19.7 18.6 17.8 17.3 17.3 17.5 

Nominal GDP €bln 1632 1573 1604 1639 1628 1619 1617 1635 1674 

Nominal GDP % 1.4 -3.7 2.0 2.2 -0.7 -0.6 -0.1 1.2 2.4 

GDP per capita (€) 27830 26653 27099 27617 27407 27121 26595 26814 27366 

Industrial production growth (%) -3.8 -18.6 6.9 1.3 -6.3 -3.0 -0.7 0.6 1.8 

Household savings rate (%) 13.7 13.4 10.9 10.6 10.4 11.7 12.2 13.1 13.1 

Labour market          

Unemployment rate (%) 6.8 7.8 8.4 8.4 10.7 12.2 12.8 12.6 12.2 

Employment growth (%) 0.2 -1.9 0.1 -0.1 -0.8 -1.7 0.0 0.4 0.7 

Participation rate (%) 49.0 48.4 48.2 48.1 48.9 48.5 48.3 48.3 48.3 

Population (mln) 58.7 59.0 59.2 59.4 59.4 59.7 60.8 61.0 61.2 

Prices and exchange rate          

CPI inflation (% change in annual average) 3.5 0.8 1.6 2.9 3.3 1.3 0.2 0.5 0.8 

CPI inflation (% change in December to December) 2.4 1.1 2.1 3.7 2.6 0.7 -0.1 0.8 0.9 

Core CPI inflation (% change in annual average) 2.2 1.6 1.7 2.0 2.0 1.2 0.7 0.6 0.8 

Core CPI inflation (% change in December to December) 2.3 1.5 1.7 2.6 1.6 0.9 0.7 0.5 1.0 

REER (% change in December to December) 1.3 0.7 -5.7 0.8 -0.8 2.8 -1.9   

Fiscal data          

General government balance (% of GDP) -2.7 -5.3 -4.2 -3.5 -3.0 -2.8 -3.0 -2.7 -2.3 

General government balance (€bln +ve deficit) -44 -83 -68 -57 -49 -46 -48 -45 -39 

Government bond redemptions (€bln) 158 172 175 161 199 155 193 201 175 

General government primary balance (% of GDP) 2.2 -0.9 0.0 1.2 2.2 2.0 1.7 1.5 2.0 

General government expenditure (% of GDP) 47.8 51.1 49.9 49.1 50.4 50.5 50.7 50.3 50.0 

General government revenue (% of GDP) 45.1 45.9 45.6 45.6 47.4 47.7 47.7 47.6 47.7 

General gross government debt (% of GDP, end year) 102 112 115 116 122 128 132 133 132 

Money supply and credit          

Broad money supply (M3, end period, €bln) 1293 1363 1281 1267 1315 1322 1352   

Broad money supply growth (M3, % change Dec to Dec) 6.9 5.5 -6.1 -1.1 3.8 0.5 2.3   

Domestic credit outstanding to non-fin private (% GDP) 83.7 85.7 90.6 92.8 91.3 87.7 88.5   

Domestic credit growth to households (%) 3.8 3.9 7.8 5.6 0.8 -1.2 -1.1   

Domestic credit growth to households (% of GDP) 29.1 31.3 36.5 37.7 37.5 37.1 37.0   

Domestic credit growth to non-financial business (%) 11.1 2.4 -0.1 4.6 -1.3 -4.4 -4.1   

Domestic credit growth non-financial business (% GDP) 54.6 54.3 54.1 55.1 53.8 50.6 51.5   

Balance of payments          

Exports (national accounts concept, % of GDP) 26.9 22.4 25.1 27.1 28.3 28.6 29.4 30.3 31.0 

Imports (national accounts concept, % of GDP) 27.7 23.1 27.1 28.6 27.4 26.3 26.8 27.3 27.7 

Real export growth (national accounts concept, %) -3.2 -17.9 11.3 6.1 1.6 0.9 2.4 3.9 3.8 

Current account (% of GDP) -2.8 -1.9 -3.5 -3.1 -0.5 1.0 1.8 2.6 2.6 

Source: Credit Suisse 

Notes: National accounts data sourced from Eurostat. Population, labour market, government revenues/expenditures, saving rate and debt data and forecasts are based on European 
Commission projections. Participation rate data and forecasts and current account forecasts are from the OECD. REER sourced from European Commission using 41 partners and deflated by 
CPI. All other forecasts are Credit Suisse 

 



 

 

 

GLOBAL FIXED INCOME AND ECONOMIC RESEARCH 

Ric Deverell 
Head of Global Fixed Income and Economic Research 

+1 212 538 8964 
ric.deverell@credit-suisse.com 

 

GLOBAL ECONOMICS AND STRATEGY 

James Sweeney, Chief Economist 
Co-Head of Global Economics and Strategy 

+1 212 538 4648 
james.sweeney@credit-suisse.com 

Neville Hill 
Co-Head of Global Economics and Strategy 

+44 20 7888 1334 
neville.hill@credit-suisse.com 

GLOBAL STRATEGY AND ECONOMICS 

Matthias Klein 
+44 20 7883 8189 
matthias.klein@credit-suisse.com 

Wenzhe Zhao 
+1 212 325 1798  
wenzhe.zhao@credit-suisse.com 

Axel Lang 
+1 212 538 4530 
axel.lang@credit-suisse.com 

Jeremy Schwartz 
+1 212 538 6419  
jeremy.schwartz@credit-suisse.com 

   

US ECONOMICS 

James Sweeney 

Head of US Economics 

+1 212 538 4648 

james.sweeney@credit-suisse.com 

Jay Feldman 

+1 212 325 7634 

jay.feldman@credit-suisse.com 

Dana Saporta 

+1 212 538 3163 

dana.saporta@credit-suisse.com 

Xiao Cui 

+1 212 538 2511 

xiao.cui@credit-suisse.com 
   

LATIN AMERICA (LATAM) ECONOMICS 

Alonso Cervera 

Head of Latam Economics 

+52 55 5283 3845 

alonso.cervera@credit-suisse.com 

Mexico, Chile 

Casey Reckman 

+1 212 325 5570 

casey.reckman@credit-suisse.com 

Argentina, Venezuela 

Daniel Chodos 

+1 212 325 7708 

daniel.chodos@credit-suisse.com  

Latam Strategy 

Juan Lorenzo Maldonado 

+1 212 325 4245 

juanlorenzo.maldonado@credit-suisse.com  

Colombia, Ecuador, Peru 

Alberto J. Rojas 

+1 212 538 4125 

alberto.rojas@credit-suisse.com 

   

BRAZIL ECONOMICS 

Nilson Teixeira 

Head of Brazil Economics 

+55 11 3701 6288 

nilson.teixeira@credit-suisse.com 

Daniel Lavarda 

+55 11 3701 6352 

daniel.lavarda@credit-suisse.co 

Iana Ferrao 

+55 11 3701 6345 

iana.ferrao@credit-suisse.com 

Leonardo Fonseca 

+55 11 3701 6348 

leonardo.fonseca@credit-suisse.com 

Paulo Coutinho 

+55 11 3701-6353 

paulo.coutinho@credit-suisse.com 
   

EUROPEAN ECONOMICS 

Neville Hill 
Head of European Economics 
+44 20 7888 1334 
neville.hill@credit-suisse.com 

Christel Aranda-Hassel 
+44 20 7888 1383 
christel.aranda-hassel@credit-suisse.com 

Giovanni Zanni 
+44 20 7888 6827 
giovanni.zanni@credit-suisse.com 

Sonali Punhani 
+44 20 7883 4297 
sonali.punhani@credit-suisse.com 

Mirco Bulega 
+44 20 7883 9315 

mirco.bulega@credit-suisse.com 
   

EASTERN EUROPE, MIDDLE EAST AND AFRICA (EEMEA) ECONOMICS 

Berna Bayazitoglu 

Head of EEMEA Economics 

+44 20 7883 3431 

berna.bayazitoglu@credit-suisse.com 

Turkey 

Carlos Teixeira 

+27 11 012 8054 

carlos.teixeira@credit-suisse.com 

South Africa, Sub-Saharan Africa 

Alexey Pogorelov 

+44 20 7883 0396 

alexey.pogorelov@credit-suisse.com 

Russia, Ukraine, Kazakhstan 

Nimrod Mevorach 

+44 20 7888 1257 

nimrod.mevorach@credit-suisse.com 

EEMEA Strategy, Israel 

Chernay Johnson 

+27 11 012 8068 

chernay.johnson @credit-suisse.com 

Nigeria, Sub-Saharan Africa 

Mikhail Liluashvili 
+44 20 7888 7342 
mikhail.liluashvili@credit-suisse.com 
    
   

JAPAN ECONOMICS  NON-JAPAN ASIA (NJA) ECONOMICS 

Hiromichi Shirakawa 

Head of Japan Economics 

+81 3 4550 7117 

hiromichi.shirakawa@credit-suisse.com 

Takashi Shiono 

+81 3 4550 7189 

takashi.shiono@credit-suisse.com 

 

Dong Tao 

Head of NJA Economics 

+852 2101 7469 

dong.tao@credit-suisse.com  

China 

Dr. Santitarn Sathirathai 

+65 6212 5675 

santitarn.sathirathai@credit-suisse.com  

Regional, India, Indonesia, Thailand 

Christiaan Tuntono 

+852 2101 7409 

christiaan.tuntono@credit-suisse.com  

Hong Kong, Korea, Taiwan 

 Deepali Bhargava 

+65 6212 5699 

deepali.bhargava@credit-suisse.com  

India 

Michael Wan 

+65 6212 3418 

michael.wan@credit-suisse.com  

Singapore, Malaysia, Philippines 

Weishen Deng 

+852 2101 7162 

weishen.deng@credit-suisse.com 

China 

 



 

 

Disclosure Appendix 

Analyst Certification  
The analysts identified in this report each certify, with respect to the companies or securities that the individual analyzes, that (1) the views expressed in this report accurately reflect his or her personal views 
about all of the subject companies and securities and (2) no part of his or her compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report.  
 
References in this report to Credit Suisse include all of the subsidiaries and affiliates of Credit Suisse operating under its investment banking division. For more information on our structure, please use the following link: 
https://www.credit-suisse.com/who_we_are/en/This report may contain material that is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Credit Suisse AG or its affiliates ("CS") to any registration or licensing 
requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is under copyright to CS. None of the material, nor its content, nor any copy of it, may be altered in any way, 
transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All trademarks, service marks and logos used in this report are trademarks or service marks or registered trademarks 
or service marks of CS or its affiliates. The information, tools and material presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an 
offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for any particular investor. CS will not treat 
recipients of this report as its customers by virtue of their receiving this report. The investments and services contained or referred to in this report may not be suitable for you and it is recommended that you consult an 
independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation that any investment or 
strategy is suitable or appropriate to your individual circumstances, or otherwise constitutes a personal recommendation to you. CS does not advise on the tax consequences of investments and you are advised to contact 
an independent tax adviser. Please note in particular that the bases and levels of taxation may change. Information and opinions presented in this report have been obtained or derived from sources believed by CS to be 
reliable, but CS makes no representation as to their accuracy or completeness. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to 
the extent that such liability arises under specific statutes or regulations applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the 
future issue, other communications that are inconsistent with, and reach different conclusions from, the information presented in this report. Those communications reflect the different assumptions, views and analytical 
methods of the analysts who prepared them and CS is under no obligation to ensure that such other communications are brought to the attention of any recipient of this report. Some investments referred to in this report will 
be offered solely by a single entity and in the case of some investments solely by CS, or an associate of CS or CS may be the only market maker in such investments. Past performance should not be taken as an indication 
or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment at its original 
date of publication by CS and are subject to change without notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and 
financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such as ADR's, the values of 
which are influenced by currency volatility, effectively assume this risk. Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are 
capable of understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward 
interest and exchange rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct their own 
investigation and analysis of the product and consult with their own professional advisers as to the risks involved in making such a purchase. Some investments discussed in this report may have a high level of volatility. High 
volatility investments may experience sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the 
potential losses may exceed the amount of initial investment and, in such circumstances, you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in 
consequence, initial capital paid to make the investment may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may 
prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed. This report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which 
the report refers to website material of CS, CS has not reviewed any such site and takes no responsibility for the content contained therein. Such address or hyperlink (including addresses or hyperlinks to CS's own website 
material) is provided solely for your convenience and information and the content of any such website does not in any way form part of this document. Accessing such website or following such link through this report or CS's 
website shall be at your own risk. This report is issued and distributed in Europe (except Switzerland) by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is authorised by the 
Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. This report is being distributed in Germany by Credit Suisse Securities (Europe) Limited 
Niederlassung Frankfurt am Main regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). This report is being distributed in the United States and Canada by Credit Suisse Securities (USA) LLC; in 
Switzerland by Credit Suisse AG; in Brazil by Banco de Investimentos Credit Suisse (Brasil) S.A or its affiliates; in Mexico by Banco Credit Suisse (México), S.A. (transactions related to the securities mentioned in this report 
will only be effected in compliance with applicable regulation); in Japan by Credit Suisse Securities (Japan) Limited, Financial Instruments Firm, Director-General of Kanto Local Finance Bureau (Kinsho) No. 66, a member of 
Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association, Type II Financial Instruments Firms Association; elsewhere in Asia/ Pacific by whichever of the 
following is the appropriately authorised entity in the relevant jurisdiction: Credit Suisse (Hong Kong) Limited, Credit Suisse Equities (Australia) Limited, Credit Suisse Securities (Thailand) Limited, regulated by the Office of 
the Securities and Exchange Commission, Thailand, having registered address at 990 Abdulrahim Place, 27th Floor, Unit 2701, Rama IV Road, Silom, Bangrak, Bangkok 10500, Thailand, Tel. +66 2614 6000, Credit 
Suisse Securities (Malaysia) Sdn Bhd, Credit Suisse AG, Singapore Branch, Credit Suisse Securities (India) Private Limited (CIN no. U67120MH1996PTC104392) regulated by the Securities and Exchange Board of India 
(registration Nos. INB230970637; INF230970637; INB010970631; INF010970631), having registered address at 9th Floor, Ceejay House, Dr.A.B. Road, Worli, Mumbai - 18, India, T- +91-22 6777 3777, Credit Suisse 
Securities (Europe) Limited, Seoul Branch, Credit Suisse AG, Taipei Securities Branch, PT Credit Suisse Securities Indonesia, Credit Suisse Securities (Philippines ) Inc., and elsewhere in the world by the relevant 
authorised affiliate of the above. Research on Taiwanese securities produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person. Research provided to residents of 
Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn Bhd, to whom they should direct any queries on +603 2723 2020. This report has been prepared and issued for distribution in 
Singapore to institutional investors, accredited investors and expert investors (each as defined under the Financial Advisers Regulations) only, and is also distributed by Credit Suisse AG, Singapore branch to overseas 
investors (as defined under the Financial Advisers Regulations). By virtue of your status as an institutional investor, accredited investor, expert investor or overseas investor, Credit Suisse AG, Singapore branch is exempted 
from complying with certain compliance requirements under the Financial Advisers Act, Chapter 110 of Singapore (the "FAA"), the Financial Advisers Regulations and the relevant Notices and Guidelines issued thereunder, 
in respect of any financial advisory service which Credit Suisse AG, Singapore branch may provide to you. This information is being distributed by Credit Suisse AG, Dubai Branch, duly licensed and regulated by the Dubai 
Financial Services Authority (DFSA), and is directed at Professional Clients or Market Counterparties only, as defined by the DFSA. The financial products or financial services to which the information relates will only be 
made available to a client who meets the regulatory criteria to be a Professional Client or Market Counterparty only, as defined by the DFSA, and is not intended for any other person. This research may not conform to 
Canadian disclosure requirements. In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary from 
jurisdiction to jurisdiction and may require that the trade be made in accordance with applicable exemptions from registration or licensing requirements. Non-U.S. customers wishing to effect a transaction should contact a 
CS entity in their local jurisdiction unless governing law permits otherwise. U.S. customers wishing to effect a transaction should do so only by contacting a representative at Credit Suisse Securities (USA) LLC in the U.S. 
Please note that this research was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market professional or institutional investor 
customers of CS should seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for any necessary explanation of its contents. This research may relate to 
investments or services of a person outside of the UK or to other matters which are not authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority or in respect of which the protections of the Prudential Regulation Authority and Financial Conduct Authority for private customers and/or the UK compensation scheme may not be available, and further details as 
to where this may be the case are available upon request in respect of this report. CS may provide various services to US municipal entities or obligated persons ("municipalities"), including suggesting individual transactions 
or trades and entering into such transactions. Any services CS provides to municipalities are not viewed as "advice" within the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. 
CS is providing any such services and related information solely on an arm's length basis and not as an advisor or fiduciary to the municipality. In connection with the provision of the any such services, there is no agreement, 
direct or indirect, between any municipality (including the officials, management, employees or agents thereof) and CS for CS to provide advice to the municipality. Municipalities should consult with their financial, accounting 
and legal advisors regarding any such services provided by CS. In addition, CS is not acting for direct or indirect compensation to solicit the municipality on behalf of an unaffiliated broker, dealer, municipal securities dealer, 
municipal advisor, or investment adviser for the purpose of obtaining or retaining an engagement by the municipality for or in connection with Municipal Financial Products, the issuance of municipal securities, or of an 
investment adviser to provide investment advisory services to or on behalf of the municipality. If this report is being distributed by a financial institution other than Credit Suisse AG, or its affiliates, that financial institution is 
solely responsible for distribution. Clients of that institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not constitute investment 
advice by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any liability whatsoever for any direct or 
consequential loss arising from their use of this report or its content. Principal is not guaranteed. Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that. 
Copyright © 2015 CREDIT SUISSE AG and/or its affiliates. All rights reserved.  

Investment principal on bonds can be eroded depending on sale price or market price. In addition, there are bonds on which investment principal 
can be eroded due to changes in redemption amounts. Care is required when investing in such instruments.  
When you purchase non-listed Japanese fixed income securities (Japanese government bonds, Japanese municipal bonds, Japanese government guaranteed bonds, Japanese corporate bonds) from CS as a seller, you 
will be requested to pay the purchase price only.  


