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Italians elected another hung parliament, according to early
exit polls, likely prolonging the political uncertainty that has hurt its
recovery from the global financial crisis.
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The centre-right coalition, led by former Prime Minister Silvio
Berlusconi, is likely to win the largest number of seats,
although the new populist 5-Star party will probably emerge as the
single largest party, according to the exit polls.
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A grand coalition of the centre-right and centre-left parties
(similar to Germany), is likely to be the best outcome for
investors. A coalition between the far-right Northern League and
the populist 5-Star parties would revive concerns about economic
and political stability in the Euro area’s third-largest economy.
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BACKGROUND
•

•

High unemployment, immigration dominate election. Italy’s
economic output remains 5.7% lower than pre-global financial crisis
levels, with its economic recovery lagging the rest of the Euro area.
Unemployment at 11% remains well above the Euro area’s 8.7%
rate. However, the economic growth has been recovering over the
past year after the recapitalization of some troubled lenders.

WHAT DOES THIS MEAN FOR INVESTORS?
•

•

Prolonged uncertainty likely to dampen investor confidence. A
long-drawn negotiation to form a government risks hurting business
and consumer confidence and slow Italy’s ongoing recovery. Italy’s
bond yield premium over German bunds had declined significantly
and equities had recovered over the past year.
We retain Euro area stocks as a core holding and remain
bullish on EUR. The broader Euro area recovery remains on track,
as seen in strong economic, corporate earnings and bank lending
growth. This supports our constructive view on the EUR.

WHAT TO WATCH OUT FOR
•

•

USD/JPY

Hung parliament. The centre-right coalition of Forza Italia (headed
by Berlusconi), anti-immigrant Northern League and Brothers of
Italy, are forecast by the exit polls to win 33%-36% of the vote,
which could translate into 225-265 seats, short of the 316 needed
to win a lower house majority. The 5-Star party is likely to win 29%32% of the vote. Italy’s ruling Democratic party is likely to get 21%.

Final results at around 2 PM Hong Kong/Singapore time. Exit
polls in Italy have not been too reliable in the past. The new
electoral system, where a third of the seats will be based on the
first-past-the-post system and the other two-thirds on proportional
representation, makes it more challenging to call the elections.
Thus, the announcement of the final results will be closely watched.
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Italian bond yield premiums have been declining over
the past year on the back of an economic recovery
Italy 10yr bond yield premium over German bunds, %
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The EUR remains on an uptrend, helped by a broadbased economic recovery and reduced political
uncertainty
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Negotiation among parties to form a government. The first test
of the strength of the various coalitions is likely to be the election of
the speaker of the lower House and the Senate on 23 March. Italy’s
President could decide to invite a leader to form a government
based on the outcome of the speaker’s elections.
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This commentary reflects the views of the Wealth Management Group of Standard Chartered Bank. Important disclosures
can be found in the Disclosures Appendix.
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Disclosure Appendix
THIS IS NOT A RESEARCH REPORT AND HAS NOT BEEN PRODUCED BY A RESEARCH UNIT.
This document is not research material and it has not been prepared in accordance with legal requirements designed to promote the
independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research.
This document does not necessarily represent the views of every function within Standard Chartered Bank, particularly those of the Global
Research function.

Standard Chartered Bank is incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18. The Principal
Office of the Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the
Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority.

Banking activities may be carried out internationally by different Standard Chartered Bank branches, subsidiaries and affiliates
(collectively “SCB”) according to local regulatory requirements. With respect to any jurisdiction in which there is a SCB entity, this
document is distributed in such jurisdiction by, and is attributable to, such local SCB entity. Recipients in any jurisdiction should contact
the local SCB entity in relation to any matters arising from, or in connection with, this document. Not all products and services are
provided by all SCB entities.

This document is being distributed for general information only and it does not constitute an offer, recommendation or solicitation to enter
into any transaction or adopt any hedging, trading or investment strategy, in relation to any securities or other financial instruments. This
document is for general evaluation only, it does not take into account the specific investment objectives, financial situation or particular
needs of any particular person or class of persons and it has not been prepared for any particular person or class of persons.

Investment involves risks. The prices of investment products fluctuate, sometimes dramatically. The price of investment products may
move up or down, and may become valueless. It is as likely that losses will be incurred rather than profit made as a result of buying and
selling investment products. You should not rely on any contents of this document in making any investment decisions. Before making any
investment, you should carefully read the relevant offering documents and seek independent legal, tax and regulatory advice. In particular,
we recommend you to seek advice regarding the suitability of the investment product, taking into account your specific investment
objectives, financial situation or particular needs, before you make a commitment to purchase the investment product.

Opinions, projections and estimates are solely those of SCB at the date of this document and subject to change without notice. Past
performance is not indicative of future results and no representation or warranty is made regarding future performance. Any forecast
contained herein as to likely future movements in rates or prices or likely future events or occurrences constitutes an opinion only and is
not indicative of actual future movements in rates or prices or actual future events or occurrences (as the case may be). This document
has not been and will not be registered as a prospectus in any jurisdiction and it is not authorised by any regulatory authority under any
regulations.

SCB makes no representation or warranty of any kind, express, implied or statutory regarding, but not limited to, the accuracy of this
document or the completeness of any information contained or referred to in this document. This document is distributed on the express
understanding that, whilst the information in it is believed to be reliable, it has not been independently verified by us. SCB accepts no
liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental or consequential loss or
damage) from your use of this document, howsoever arising, and including any loss, damage or expense arising from, but not limited to,
any defect, error, imperfection, fault, mistake or inaccuracy with this document, its contents or associated services, or due to any
unavailability of the document or any part thereof or any contents.

SCB, and/or a connected company, may at any time, to the extent permitted by applicable law and/or regulation, be long or short any
securities, currencies or financial instruments referred to on this document or have a material interest in any such securities or related
investment, or may be the only market maker in relation to such investments, or provide, or have provided advice, investment banking or
other services, to issuers of such investments. Accordingly, SCB, its affiliates and/or subsidiaries may have a conflict of interest that could
affect the objectivity of this document. This document must not be reproduced, forwarded or otherwise made available to any other person
without the express written consent of SCB, nor should it be distributed into any other jurisdiction unless permitted by the local laws and
regulations of that jurisdiction. Neither SCB nor any of its directors, employees or agents accept any liability whatsoever for the actions of
third parties in this respect.
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Copyright: Standard Chartered Bank 2018. Copyright in all materials, text, articles and information contained herein is the property of, and
may only be reproduced with permission of an authorised signatory of, Standard Chartered Bank. Copyright in materials created by third
parties and the rights under copyright of such parties are hereby acknowledged. Copyright in all other materials not belonging to third
parties and copyright in these materials as a compilation vests and shall remain at all times copyright of Standard Chartered Bank and
should not be reproduced or used except for business purposes on behalf of Standard Chartered Bank or save with the express prior
written consent of an authorised signatory of Standard Chartered Bank. All rights reserved. © Standard Chartered Bank 2018.

Standard Chartered Private Bank is the private banking division of SCB. Private banking activities may be carried out internationally by
different SCB legal entities and affiliates according to local regulatory requirements. Not all products and services are provided by all SCB
branches, subsidiaries and affiliates. Some of the SCB entities and affiliates only act as representatives of the Standard Chartered Private
Bank, and may not be able to offer products and services, or offer advice to clients. They serve as points of contact only.

Country Specific Disclosures

Botswana: This document is being distributed in Botswana by, and is attributable to, Standard Chartered Bank Botswana Limited which is
a financial institution licensed under the Section 6 of the Banking Act CAP 46.04 and is listed in the Botswana Stock Exchange.

China – Hong Kong: In Hong Kong, this document, except for any portion advising on or facilitating any decision on futures contracts
trading, is distributed by Standard Chartered Bank (Hong Kong) Limited (“SCBHK”), a subsidiary of Standard Chartered Bank. SCBHK
has its registered address at 32/F, Standard Chartered Bank Building, 4-4A Des Voeux Road Central, Hong Kong and is regulated by the
Hong Kong Monetary Authority and registered with the Securities and Futures Commission (“SFC”) to carry on Type 1 (dealing in
securities), Type 4 (advising on securities), Type 6 (advising on corporate finance) and Type 9 (asset management) regulated activity
under the Securities and Futures Ordinance (Cap. 571) (“SFO”) (CE No. AJI614). The contents of this document have not been reviewed
by any regulatory authority in Hong Kong and you are advised to exercise caution in relation to any offer set out herein. If you are in doubt
about any of the contents of this document, you should obtain independent professional advice. Any product named herein may not be
offered or sold in Hong Kong by means of any document at any time other than to “professional investors” as defined in the SFO and any
rules made under that ordinance. In addition, this document may not be issued or possessed for the purposes of issue, whether in Hong
Kong or elsewhere, and any interests may not be disposed of, to any person unless such person is outside Hong Kong or is a
“professional investor” as defined in the SFO and any rules made under that ordinance, or as otherwise may be permitted by that
ordinance. In Hong Kong, Standard Chartered Private Bank is the private banking division of Standard Chartered Bank (Hong Kong)
Limited.

China - Mainland: This document is being distributed in China by, and is attributable to, Standard Chartered Bank (China) Limited which is
mainly regulated by China Banking Regulatory Commission (CBRC), State Administration of Foreign Exchange (SAFE), and People’s
Bank of China (PBOC).

Ghana: Standard Chartered Bank Ghana Limited accepts no liability and will not be liable for any loss or damage arising direc tly or
indirectly (including special, incidental or consequential loss or damage) from your use of these documents. Past performance is not
indicative of future results and no representation or warranty is made regarding future performance. You should seek advice from a
financial adviser on the suitability of an investment for you, taking into account these factors before making a commitment to invest in an
investment. To unsubscribe from receiving further updates, please click here. Please do not reply to this email. Call our Priority Banking
on 0302610750 for any questions or service queries. You are advised not to send any confidential and/or important information to the
Bank via e-mail, as the Bank makes no representations or warranties as to the security or accuracy of any information transmitted via email. The Bank shall not be responsible for any loss or damage suffered by you arising from your decision to use e-mail to communicate
with the Bank.

India: Standard Chartered Bank is registered with Securities and Exchange Board of India as an Investment Advisor (Registration
Number: INA000002249) under the Securities and Exchange Board of India (Investment Advisers) Regulations, 2013. You can avail
of investment advisory services of Standard Chartered Bank only upon (i) executing separate documents with the Investment Advisory
Group of Standard Chartered Bank for availing 'Investment Advice’ (as defined in the Securities and Exchange Board of India (Investment
Advisers) Regulations, 2013); and (ii) paying specific fees (if applied by Standard Chartered Bank ) for such ‘Investment Advice’. Standard
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Chartered Bank acts as a distributor of mutual funds and referrer of other third party financial products, for which Standard Chartered
Bank receives commission / referral fees from the product provider.

Jersey: In Jersey, Standard Chartered Private Bank is the Registered Business Name of the Jersey Branch of Standard Chartered Bank.
The Jersey Branch of Standard Chartered Bank is regulated by the Jersey Financial Services Commission. Copies of the latest audited
accounts of Standard Chartered Bank are available from its principal place of business in Jersey: PO Box 80, 15 Castle Street, St Helier,
Jersey JE4 8PT. Standard Chartered Bank is incorporated in England with limited liability by Royal Charter in 1853 Reference Number ZC
18. The Principal Office of the Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is
authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation
Authority. The Jersey Branch of Standard Chartered Bank is also an authorised financial services provider under license number 44946
issued by the Financial Services Board of the Republic of South Africa. Jersey is not part of the United Kingdom and all business
transacted with Standard Chartered Bank, Jersey Branch and other Standard Chartered Group Offices outside of the United Kingdom, are
not subject to some or any of the investor protection and compensation schemes available under United Kingdom law.

Kenya: Investment Products and Services are distributed by Standard Chartered Investment Services Limited, a wholly owned subsidiary
of Standard Chartered Bank Kenya Limited (Standard Chartered Bank/the Bank) that is licensed by the Capital Markets Authority as a
Fund Manager. Standard Chartered Bank Kenya Limited is regulated by the Central Bank of Kenya.

Malaysia: This document is being distributed in Malaysia by Standard Chartered Bank Malaysia Berhad. Recipients in Malaysia should
contact Standard Chartered Bank Malaysia Berhad in relation to any matters arising from, or in connection with, this document.

Singapore SCBSL: This document is being distributed in Singapore by, and is attributable to, Standard Chartered Bank (Singapore)
Limited (“SCBSL”). Recipients in Singapore should contact SCBSL in relation to any matters arising from, or in connection with, this
document. SCBSL is an indirect wholly-owned subsidiary of Standard Chartered Bank and is licensed to conduct banking business in
Singapore under the Singapore Banking Act, Chapter 19. IN RELATION TO ANY FIXED INCOME AND STRUCTURED SECURITIES
REFERRED TO IN THIS DOCUMENT (IF ANY), THIS DOCUMENT TOGETHER WITH THE ISSUER DOCUMENTATION SHALL BE
DEEMED AN INFORMATION MEMORANDUM (AS DEFINED IN SECTION 275 OF THE SECURITIES AND FUTURES ACT, CHAPTER
289 (“SFA”). IT IS INTENDED FOR DISTRIBUTION TO ACCREDITED INVESTORS, AS DEFINED IN SECTION 4A OF THE SFA, OR
ON TERMS THAT THE SECURITIES MAY ONLY BE ACQUIRED AT A CONSIDERATION OF NOT LESS THAN S$200,000 (OR ITS
EQUIVALENT IN A FOREIGN CURRENCY) FOR EACH TRANSACTION. Further, in relation to fixed income and structured securities
mentioned (if any), neither this document nor the Issuer Documentation have been, and will not be, registered as a prospectus with the
Monetary Authority of Singapore under the SFA. Accordingly, this document and any other document or material in connection with the
offer or sale, or invitation for subscription or purchase, of the product may not be circulated or distributed, nor may the product be offered
or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons other than a relevant
person pursuant to section 275(1) of the SFA, or any person pursuant to section 275(1A) of the SFA, and in accordance with the
conditions, specified in section 275 of the SFA, or pursuant to, and in accordance with the conditions of, any other applicable provision of
the SFA. Singapore dollar deposits of non-bank depositors are insured by the Singapore Deposit Insurance Corporation, for up to
S$50,000 in aggregate per depositor per Scheme member by law. Foreign currency deposits, dual currency investments, structured
deposits and other investment products are not insured.

Singapore SCB, Singapore Branch: This document is being distributed in Singapore by SCB, Singapore branch only to accredited
investors, expert investors or institutional investors, as defined in the Securities and Futures Act, Chapter 289 of Singapore. Recipients in
Singapore should contact SCB, Singapore branch in relation to any matters arising from, or in connection with, this document. In
Singapore, Standard Chartered Private Bank is the Private Banking division of SCB, Singapore branch. SCB, Singapore branch
(Registration No. S16FC0027L) (GST Registration No.: MR-8500053-0) is licensed to conduct banking business under the Banking Act,
Chapter 19 of Singapore. IN RELATION TO ANY FIXED INCOME AND STRUCTURED SECURITIES REFERRED TO IN THIS
DOCUMENT (IF ANY), THIS DOCUMENT TOGETHER WITH THE ISSUER DOCUMENTATION SHALL BE DEEMED AN
INFORMATION MEMORANDUM (AS DEFINED IN SECTION 275 OF THE SFA). IT IS INTENDED FOR DISTRIBUTION TO
ACCREDITED INVESTORS, AS DEFINED IN SECTION 4A OF THE SFA. Further, in relation to fixed income and structured securities
mentioned (if any), neither this document nor the Issuer Documentation have been, and will not be, registered as a prospectus with the
Monetary Authority of Singapore under the SFA. Accordingly, this document and any other document or material in connection with the
offer or sale, or invitation for subscription or purchase, of the product may not be circulated or distributed, nor may the product be offered
or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons other than a relevant
person pursuant to section 275(1) of the SFA, and in accordance with the conditions, specified in section 275 of the SFA, or pursuant to,
and in accordance with the conditions of, any other applicable provision of the SFA. Singapore dollar deposits of non-bank depositors are
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insured by the Singapore Deposit Insurance Corporation, for up to S$50,000 in aggregate per depositor per Scheme member by law.
Foreign currency deposits, dual currency investments, structured deposits and other investment products are not insured. In relation to
any collective investment schemes referred to in this document (if any), this document is for general information purposes only and is not
an offering document or prospectus (as defined in the SFA). This document is not, nor is it intended to be (i) an offer or solicitation of an
offer to buy or sell any financial product; or (ii) an advertisement of an offer or intended offer of any financial product.

Thailand: Please study the Scheme Information Documents carefully e.g. investment policy, risks, fund performance before investing.

UAE: DIFC - Standard Chartered Bank, Dubai International Financial Centre (SCB DIFC) having its offices at Dubai International Financial
Centre, Building 1, Gate Precinct, P.O. Box 999, Dubai, UAE is a branch of Standard Chartered Bank and is regulated by the Dubai
Financial Services Authority (“DFSA”). This document is intended for use only by Professional Clients and is not directed at Retail Clients
as defined by the DFSA Rulebook. In the DIFC we are authorized to provide financial services only to clients who qualify as Professional
Clients and Market Counterparties and not to Retail Clients. As a Professional Client you will not be given the higher retail client protection
and compensation rights and if you use your right to be classified as a Retail Client we will be unable to provide financial services and
products to you as we do not hold the required license to undertake such activities. For Islamic transactions, we are acting under the
supervision of our Shariah Supervisory Committee. Relevant information on our Shariah Supervisory Committee is currently available on
the Standard Chartered Bank website in the Islamic banking section here.

UAE: For residents of the UAE – Standard Chartered Bank UAE does not provide financial analysis or consultation services in or into the
UAE within the meaning of UAE Securities and Commodities Authority Decision No. 48/r of 2008 concerning financial consultation and
financial analysis.

Uganda: Our Investment products and services are distributed by Standard Chartered Bank Uganda Limited, which is licensed by the
Capital Markets Authority as an investment adviser.

United Kingdom: Standard Chartered Bank (trading as Standard Chartered Private Bank) is an authorised financial services provider
(licence number 45747) in terms of the South African Financial Advisory and Intermediary Services Act, 2002.

Zambia: This document is distributed by Standard Chartered Bank Zambia Plc, a company incorporated in Zambia and registered as a
commercial bank and licensed by the Bank of Zambia under the Banking and Financial Services Act Chapter 387 of the Laws of Zambia.

Market Abuse Regulation (MAR) Disclaimer
Standard Chartered Bank is incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18. The Principal
Office of the Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the
Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. Banking activities
may be carried out internationally by different Standard Chartered Bank branches, subsidiaries and affiliates (collectively “SCB”) according
to local regulatory requirements. Opinions may contain outright "buy", "sell", "hold" or other opinions. The time horizon of this opinion is
dependent on prevailing market conditions and there is no planned frequency for updates to the opinion.

This opinion is not independent of SCB’s own trading strategies or positions. SCB and/or its affiliates or its respective officers, directors,
employee benefit programmes or employees, including persons involved in the preparation or issuance of this document may at any time,
to the extent permitted by applicable law and/or regulation, be long or short any securities or financial instruments referred to in this
document or have material interest in any such securities or related investments. Therefore, it is possible, and you should assume, that
SCB has a material interest in one or more of the financial instruments mentioned herein. If specific companies are mentioned in this
communication, please note that SCB may at times do business or seek to do business with the companies covered in this
communication; hold a position in, or have economic exposure to, such companies; and/or invest in the financial products issued by these
companies. Further, SCB may be involved in activities such as dealing in, holding, acting as market makers or liquidity providers, or
performing financial or advisory services including but not limited to, lead manager or co-lead manager in relation to any of the products
referred to in this communication. SCB may have received compensation for these services and activities. Accordingly, SCB may have a
conflict of interest that could affect the objectivity of this communication.
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SCB has in place policies and procedures, logical access controls and physical information walls to help ensure confidential information,
including material non-public or inside information is not disclosed unless in line with its policies and procedures and the rules of its
regulators.

Please refer to https://www.sc.com/en/banking-services/market-disclaimer.html for more detailed disclosures, including past opinions in
the last 12 months and conflict of interests, as well as disclaimers. This document must not be forwarded or otherwise made available to
any other person without the express written consent of SCB.

THIS IS NOT A RESEARCH REPORT AND HAS NOT BEEN PRODUCED BY A RESEARCH UNIT.

