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FitchRatings

Fitch Affirms Italian Region of Valle d'Aosta at 'A'; Outlook Stable

Fitch Ratings-Milan/London-19 February 2016: Fitch Ratings has affirmed the Region of Valle
d'Aosta's (VdA) Long-term foreign and local currency Issuer Default Ratings (IDRs) at 'A" with Stable
Outlooks and Short-term foreign currency IDR at 'F1'. The Long-term ratings on the region's senior
unsecured bonds have also been affirmed.

The affirmation reflects Fitch's expectation that the region's operating performance will remain strong
in the medium term, offsetting pressures from appropriations by central government. The ratings also
take into account the region's prudent management and robust economy. The Stable Outlooks
underpin the expectation that the region's direct debt will continue decreasing and that liquidity will
remain sound in the medium term.

KEY RATING DRIVERS

Rating Above the Sovereign

VdA's ratings are above ltaly's sovereign ratings (BBB+/Stable), as budgetary flexibility allows the
region to maintain a healthy budget while coping with external pressures, including contributions to
national budget consolidation of about EUR200m annually until 2017 (the region expects this to
reduce by 75% from then onwards). The protection granted by its special autonomous status shields
the region from the risk of unilateral interference from the state, including risks of annual budgetary
appropriations.

Robust Operating Performance

After dropping slightly below Fitch's expected EUR200m in 2015 (or 14% operating margin) mainly for
the participation to consolidate to the national budget, Fitch believes that the region's operating
balance will rise to EUR220m by 2017 (or 15%) largely driven by a rebounding economy pushing tax
generation capacity, covering almost 4x the debt service requirements (about EUR55m in the same
period). Increasing operating revenue will offset the contribution to national budget consolidation,
which is expected to continue in the medium term. The residual budgetary flexibility and the robust
balance sheet will also help maintain the region's healthy budget.

Decreasing Debt, Solid Reserves

Following the region's zero-borrowing policy, debt (net of an approximately EUR380m sinking fund for
the bullet bonds and of the debt at charge of the state) will decline towards EUR160m by end-2016,
or 12% of current revenue. As capital spending will consequently be lower than the historical level of
EUR200m, regional companies (Finaosta) may step in and complement the regional investment plan.
In Fitch's base case scenario, which assumes EU100m new borrowing in the next couple of years,
debt will stabilise at EUR200m, down from EUR380m in 2010.

Sound Liquidity

Due to robust tax compliance supporting collection rates, Fitch expects liquidity to hover at a healthy
EUR150m over the medium term, matching the region's outstanding net direct debt and covering
more than 3x annual debt service requirements. The free fund balance surplus (about EUR200m at
end-2015) offers additional protection in case of unexpected liquidity pressure.

Healthy Economy

Thanks to the positive trends in the tertiary sector (representing 75% of the local economy) registered
in 2015, VdA's GDP grew by over 1% and Fitch expects this trend to continue in 2016 driven mainly
by tourism and exports, mitigating the region's small size and tax-base concentration. GDP per capita
is about 30% above the EU29 average and the widely spread wealth should continue supporting tax
generation capacity. Fitch expects these effects to result in an unemployment rate that is lower than
the national average (8.5% vs. 13%), albeit accompanied by the employment rate modestly
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decreasing to 66%, due to the size of the labour force increasing more quickly than the number of
new jobs.

RATING SENSITIVITIES
An upgrade of Italy would be reflected by VdA's ratings, provided that the region continues to perform
in line with Fitch's expectations.

Conversely, a downgrade of Italy, a prolonged economic downturn that weakens tax generation, or a
structural decline of the operating margin below 10% could result in a downgrade of VdA's ratings.

Contact:

Primary Analyst

Sergio Ciaramella

Director

+39 02 87 90 87 216

Fitch Italia SpA

Via Morigi 6 - Ingresso Via Privata Maria Teresa, 8
20123 Milan

Secondary Analyst
Federica Bardelli
Analyst

+39 02 879087 261

Committee Chairperson
Christophe Parisot
Managing Director
+33 1442991 34

Media Relations: Peter Fitzpatrick, London, Tel: +44 20 3530 1103, Email:
peter.fitzpatrick@fitchratings.com.

Additional information is available on www.fitchratings.com

Applicable Criteria

International Local and Regional Governments Rating Criteria (pub. 18 May 2015)
(https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=865254&cft=0)
Tax-Supported Rating Criteria (pub. 14 Aug 2012)
(https://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=686015&cft=0)

Additional Disclosures

Dodd-Frank Rating Information Disclosure Form

(https://www . fitchratings.com/creditdesk/press_releases/content/ridf frame.cfm?pr_id=999732&cft=0)
Solicitation Status (https://www.fitchratings.com/gws/en/disclosure/solicitation?pr_id=999732)
Endorsement Policy (https://www.fitchratings.com/jsp/creditdesk/PolicyRegulation.faces?
context=2&detail=31)

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS.
PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS
(http://fitchratings.com/understandingcreditratings). IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
'WWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE
AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY,
CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT
POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION
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OF THIS SITE. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED
ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR
WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THE
ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

Endorsement Policy - Fitch's approach to ratings endorsement so that ratings produced outside the
EU may be used by regulated entities within the EU for regulatory purposes, pursuant to the terms of
the EU Regulation with respect to credit rating agencies, can be found on the EU Regulatory
Disclosures (https://www.fitchratings.com/regulatory) page. The endorsement status of all
International ratings is provided within the entity summary page for each rated entity and in the
transaction detail pages for all structured finance transactions on the Fitch website. These
disclosures are updated on a daily basis.
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