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Recent trends in the Italian restructuring and turnaround market 

 

By: Paola Tondelli – President TMA Italy – Managing Director illimity SGR 

 

In a phase characterized by a severe contraction of economic activity, the Italian Government approved 

specific interventions to provide families and businesses with instruments to cope with the financial 

consequences of the Covid-19 emergency. The main measures have been introduced by three Government 

decrees.  

1. On March 17, 2020, the “Cura Italia” Decree entered into force introducing a series of measures 

aimed at providing financial support to Italian companies affected by the effects of Covid-19, 

including: 

• Limitations on the revocation of credit facilities until 30 September 2020; 

• Suspension of maturity and payment deferral of loans and leases until 30 September; 

• Tax benefits on the sale of NPEs (non performing exposures) consisting in the possibility of 

transforming Deferred Tax Assets (DTA) deriving from previous tax losses into tax credits.  

In order to benefit from these support measures, a company shall meet the following 

requirements: 

a) Be a micro, small or medium-sized enterprise, as defined by the European Commission 

Recommendation no. 2003/361/EC of 6 May 2003 (SMEs). 

b) Be based in Italy. 

c) Have no debt exposures classified as non performing; 

d) Having temporarily suffered from liquidity shortages as a direct consequence of the spread 

of the Covid-19 epidemic. 

 

The Bank of Italy continues to collect, on a weekly basis, data on the implementation of the measures 

relating to the Cura Italia Decree and, on the basis of preliminary data, as of August 14, 2020, over 

2.7 million applications or notices for a moratorium have been received on loans, for a total value of 

over 300 billion euros. It is estimated that, in terms of amounts, approximately 93% of the requests 

or communications relating to the moratoriums have already been accepted by the banks, 

approximately 3% have so far been rejected and the remaining part is under examination. 

 

2. On April 8, 2020, the “Liquidity” Decree entered into force concerning, among other things, specific 

measures to support the liquidity of companies through the strengthening of the State Guarantee 

Fund (Fondo di Garanzia, reserved for SMEs) and the expansion of its operations up to the 31st 

December 2020. Among the novelties, the fact that the guarantee is granted automatically and free 

of charge, without there being a creditworthiness assessment by the lending bank that can 

immediately provide the loan guaranteed by the Fund, once the formal requirements have been 

verified, without waiting the final outcome of the investigation by the Fund itself.  

As of 30 June 2020, requests for access to the Fund recorded an increase of 1,124% compared to the 

same period of the previous year. 

The Liquidity Decree also introduced the possibility for large companies (which cannot access the 

Fondo di Garanzia) to obtain - within certain conditions of size and duration - the granting of a 
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guarantee from SACE1 on the loans provided by 31st December 2020. In the last week of August 

2020, the total volumes of guarantees granted by SACE amounted to approximately € 12.7 billion, 

for a total of 450 transactions.  

3. The “Rilancio” Decree of 17t July 2020 then introduced further measures to support families and 

businesses most affected by the Covid-19 emergency (i.e. tax credit on rents eventually paid during 

the lockdown, extraordinary  redundancy fund, etc.) and granting of a deferral of the main fiscal and 

tax deadlines to facilitate companies and citizens to overcome the most critical phase of the Covid-

19 emergency and preserve liquidity. 

Further measures were promoted by ABI (Italian Banking Association) and the various business associations 

through the signing of a specific agreement (Accordo per il Credito 2019 – Imprese in Ripresa 2.0) for the 

postponement of the deadlines of loans in place as of January 31st, 2020. In order to request the application 

of this measure the company, among other things, shall not present exposures classified by the bank as non-

performing or deteriorated, according to the definition provided by the regulations applicable to financial 

intermediaries. There is no automatism and the Bank will evaluate requests for access to support measures 

independently, according to the principle of prudent management and in compliance with its own 

procedures. 

The emergency measures adopted by the Italian institutions have been useful and will be decisive in the short 

term on the future of many companies, especially those who may have already been in trouble before the 

epidemic. However, there is no doubt that the negative effects of Covid-19 will continue to be felt for a long 

time also in the banking system. The crisis has been grafted on to an Italian situation which is already 

experiencing significant difficulties in terms of credit quality. A further increase in the stock of NPEs shall be 

expected. At the European level, already in the first quarter of 2020, the main banks have made prudential 

provisions for more than 21.5 billion euros to cover losses from bad debts, a figure that is equal to 207% of 

the 7 billion in provisions made in the first quarter of 20192. Probably, this will lead to a new increase in the 

NPE stock which, in Italy, was already a much higher figure than the European average3. 

The effects observed on the financial markets and the prospects of a strong recession, with an impact on the 

economic and financial results of European banks, also led the Monetary and Banking Supervisory Authorities 

to introduce flexibility measures regarding the classification criteria for NPE loans. However, banks need to 

continue refining credit management strategies, also in order to offer their clients a quick, flexible and 

personalized support to find their balance and be able to recover. 

To better understand the different strategies that banks can adopt for the management of NPEs, it is useful 

to briefly recall the genesis and evolution of this market in Italy over the last decade. 

 

The difficulties of the Italian banking system occurred late and for different reasons compared to the other 

European countries as the financial statements of Italian banks were affected by the subprime mortgage 

crisis to a lesser extent than other European banks (British, German and French), mainly thanks to the lower 

exposure in financial products linked to the American real estate market. 

 

 
1 SACE is a subsidiary of Cassa Depositi e Prestiti (CDP) and operates in the insurance-financial sector (export credit, 
credit insurance, investment protection, financial guarantees, sureties and factoring) 
2 Source: Debtwire - Report on NPLs, August 2020 
3 Italy has achieved, among European countries, one of the strongest trends of reduction of the share of NPE on loans 
but still holds one of the highest NPE ratios (8% vs 3% of the European average and vs 5% which constitutes the ECB 
target, data for the second quarter of 2019) – Source: NPL Watch Banca IFIS, January 2020 
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This greater resilience of the Italian financial system has long been attributed to banks' adoption of a more 

traditional business model with a focus on risk diversification, a more stable funding structure, as well as 

relatively strict and rigorous supervisory controls (however in some cases completely disregarded). 

 

Most of the assets of the Italian banking system consisted of loans to households and companies, whose 

performance is closely correlated with the dynamic of the economy. Consequently, the progressive 

deterioration of the Italian macro-economic situation starting from 2008-2009 has determined the 

progressive deterioration of the asset quality of Italian banks and the consequent emergence of a significant 

stock of non-performing loans. 

 

Since 2013, the consequences of the economic slowdown have profoundly affected Italian banks which have 

had to face the same problems that had arisen, a few years earlier, in other European countries: regulatory 

capital deficit (in some cases covered by important capital increases4) and a high incidence of impaired loans 

in the financial statements. 

 

Unlike the other European countries (UK, France, Germany, Spain) which intervened promptly to solve the 

problems of their banks, a new more stringent European regulatory scenario severely limited the possibilities 

of intervention by the Italian government, which could only approve some measures aimed at encouraging 

NPL sale transactions through the granting of a public guarantee on the liabilities issued as part of 

securitization transactions involving bad loans (GACS - garanzie sulla cartolarizzazione delle sofferenze), as 

well as interventions to make enforcement and insolvency procedures faster and more competitive (in 

January 2019 Italy also approved a new comprehensive regulation on the business crisis, the effects of which 

will come into full force on 1st September 2021). 

 

The introduction of the GACS has had a significant impact on the deleveraging volumes of non-performing 

loans thanks to the active role of the Italian government in guaranteeing the repayment of senior notes in 

securitization transactions, contributing to a reduction in the NPL ratio of the main Italian banks and to the 

creation of a real NPL market. Deleveraging strategy, combined with a mild economic environment, drove 

the decline in the NPE stock in the period 2012-2019. Nevertheless, the Italian NPE stock is still worth €157bn 

in terms of loans GBV5, making it one of the largest NPE market in Europe.  

 

 
 

4 In 2017, Unicredit finalized a capital increase of 13 billion euros 
5 Banca d’Italia, “Banks and Financial Institutions: Credit Conditions and Risk by Sector and Geographical Area” 
(December 2019) 
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As noted above, the NPL market has grown rapidly in recent years facilitated by the sale of important 

portfolios of non-performing loans by the main Italian banks in favour of distressed professional investors or 

specialized servicer. The transactions mainly involved NPLs, while deals involving UTP loans (i.e. impaired 

loans to companies still “alive” and in activity, or with businesses potentially capable of being restructured 

and relaunched) began to be significant only as of last year. A strong acceleration of this specific market 

segment is expected in the near future. 

 

 
Source: Banca d’Italia, “Banks and Financial Institutions: Credit Conditions and Risk by Sector and Geographical Area” (December 2019) 

 

The large stock of bad loans accumulated in the balance sheets of Italian banks is one of the main causes of 

the poor profitability of banks in recent years and continues to constitute a burden for the financial accounts 

of intermediaries, with the need for credit institutions to identify a balanced mix of strategies aimed at 

strengthening management skills and abilities, maximizing and optimizing the level and timing of NPE 

recovery. 

 

The strategic options available to banks for managing NPEs are as follows: 

 

1) Strengthening and reinforcing of internal management (model less and less used by credit 

institutions) 

2) Carve-out of the servicing platform with potential partnership with a third-party servicer (some 

examples are the transactions between Intesa SanPoalo and Intrum, and between Banco BPM 

and Credito Fondiario) 

3) Selective outsourcing of NPL management to specialized servicers (this is the case of the multi-

year agreement signed between Intesa Sanpaolo and the Prelios Group) 

4) Transfer of portfolios through securitization structures, also using GACS guarantees 

5) Sale of NPL-UTP portfolios and/or UTP single name 

6) Sale of small UTP portfolios to Credit Funds that have financial resources available to make 

investments directly in companies to support credit recovery and to purchase loans in cash, 

which create value for the benefit of all investors 

 

In recent years, new initiatives have been launched on the Italian market (UTP Credit Funds) whose objective 

is to make more efficient the management and recovery of exposures towards distressed businesses, with 

the use of a series of effective actions (debt restructuring, conversion of debt into capital, provision of new 

finance made available by third-party investors, etc.) which at the level of individual banks could be difficult 

to activate. The most significant initiatives include the funds launched by DEA Capital and Clessidra and the 

one that has been announced by the illimity group. 
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These innovative and rapidly growing investment structures aim to remedy some of the main criticalities that 

arise in the context of corporate financial restructuring and that often prevent their effective resolution, 

allowing: 

a) a unitary management of a substantial part of the debtor's financial exposure, with the double 

advantage of uniqueness of objectives and speed of decisions, crucial elements in difficult contexts, 

to the advantage of both creditors and debtors. 

b) Through the resources collected from investors, to have new financial means that are often vital for 

the survival and revitalization of distressed companies, but difficult to obtain from previous lenders, 

unable and/or almost never available to increase their credit exposure. 

c) To create a renewed negotiation context between creditors and debtors, free from possible legacies 

from the past, by replacing counterparties on the creditors' side. 

d) To consider wider structures and technical methods of financial restructuring, given the different 

mission of the Fund (with respect to the originating banks), such as, for example, the conversion of 

loans into capital and/or the possibility of using “equity like” financial instruments whose placement 

and management is more natural in an investment fund rather than in a banking / financial 

institution. 

e) To have the skills, tools and resources to effectively affect corporate governance, where necessary, 

also through the acquisition of a majority stake in the debtors' capital. 

 

These financial structures do not limit themselves to activating actions and instruments of a legal or financial 

nature but in many cases also intervene on the industrial and organizational structure of the debtor company, 

making use of the collaboration of turnaround managers who are called from time to time to manage the 

entire process of turnaround in the role of Chief Restructuring Officer or in specific areas of the corporate 

organization requiring the greatest interventions. In order to act effectively, these managers must be 

equipped with interdisciplinary skills: knowledge of the sector, business management, financial skills and 

familiarities with the main legal procedures for corporate crisis resolution. 

 

It is evident that this context represents a significant opportunity for the growth of the profession of 

turnaround manager in Italy. On that respect EACTP new initiatives are particularly welcomed as they will 

provide important training tools and contribute to spread of the turnaround culture in the business 

environment. 


