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Italy: Household and business morale falls, except in 30 September 2026
the manufacturing sector

Istat’s September confidence surveys are decidedly less positive than in recent

months. The latest rises in energy prices are once again weighing on both consumer

sentiment and that of businesses in the trade and services sectors. The construction

sector is also suffering from the ongoing correction in the residential market, driven by ~ Research Department
the continued reduction in the generosity of fiscal bonuses as well as the recent rise in

interest rates. Conversely, as elsewhere in Europe, the resilience of the manufacturing

sector is surprising. Overall, the surveys appear consistent with our expectation of a

slowdown in GDP in the second half of the year (around 0.1% g/q) following a first half  Macroeconomic Research
that was significantly better than expected (0.24% q/g on average in the first two

quarters). However, the surveys also point to resilience in the labour market, which

does not appear consistent with a negative quarterly change in either consumption

or GDP. Paolo Mameli

Economist
In September, Istat surveys showed a decline in confidence indices for both households and

businesses. The only exception is business sentiment in the manufacturing sector, which improved
more than expected.

Consumer confidence has deteriorated again after two months of recovery, falling to 91.2 from
94.5 in August (the consensus had expected it to remain broadly stable). This figure is influenced
by a change in the operator managing the survey network, which could lead to discontinuities
when comparing results with those from previous months. Setting this aside, the decline in
confidence affects both the economic and personal climate but is concentrated on the current
climate, whilst the future outlook has recovered for the fourth consecutive month (reaching its
highest level since February). In particular, assessments of Italy’s economic situation have
worsened (fo their lowest level since January 2023). Conversely, both assessments and, above all,
expectations regarding the economic situation among respondents show arecovery (in the case
of expectations, the monthly rise is the largest since November 2022), whilst fears of
unemployment have fallen for the fifth month running. Conversely, assessments of household
finances and current and future savings prospects have worsened (the former at their lowest
since 2017), as have opportunities o purchase durable goods (atf theirlowest levels since October
2023). Households’ perceived inflation has accelerated significantly once again, rising from 96.8
to 124.6 (a record high since January 2024), although the rise in expected inflation over the next
12 months is decidedly more moderate (from 36.6 to 37.7).

The IESI index (composite business confidence index) also fell again after three months of
recovery, dropping to 95.9 from 97 in August. The decline was widespread across the construction
sector (from 102.8 to 97.5; with only the civil engineering sector bucking the frend), services (from
99.4 to 96.9; in this case, the only positive exception is the information and communication
industry) and retail frade (from 106.5 to 104.5).

Conversely, in the manufacturing sector, business morale rose for the fifth consecutive month
(more than expected), from 90.2 to 91.9. This improvement is driven by current assessments of
production (from-16.2to -13.7, a near three-year high) and, above all, of orders — both total (from
-19.6 to -13.5) and from abroad (from -23.4 to -19.1) — which in both cases are at their highest
levels in nearly three and a half years. Conversely, expected output has deteriorated, albeit only
slightly (from 9.6 to 8.9). Stock levels have changed little and remain at their highest since
December 2024. Price expectations have risen, but only moderately (from 15.5to0 17.1, remaining
below the peaks seen in the spring months). Employment expectations have risen again, from 1.5
to 3.3. The recovery in sentiment is once again driven by capital goods manufacturers, whose
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sentiment has risen from 91.1 to 94.5, returning to levels above those seen before the outbreak of
the Gulf War, compared with a much more moderate increase for consumer goods and a
decline in the intermediate goods sector.

In summary, the September surveys paint a decidedly less positive picture than in previous
months. The latest rises in energy prices are once again weighing on both consumer confidence
and that of businesses in the frade and services sectors (due to the potential impact that a fallin
household disposable income could have on demand in these sectors). The construction industry
is suffering not only from rising energy costs but also from the ongoing correction in the residential
market, driven by the continued reduction in the generosity of building grants as well as the
recent rise in interest rates. Conversely, as elsewhere in Europe, the resilience of the
manufacturing sector is surprising; this may be linked not only to the maintenance of high stock
levels but also to the cycle of defence-related goods and Artificial Intelligence (it is significant
that the only services sector showing a recovery is Information and Communication), as well as
to the recovery in demand from Germany.

Overdll, the surveys appear consistent with our expectation of a slowdown in GDP in the second
half of the year (around 0.1% q/q) following a first half that was decidedly better than expected
(0.24% q/q on average in the first two quarters). The main downside risks relate fo consumption,
which we expect to hit a low of 0.1% quarter-on-quarter in the two quarters straddling the turn of
the year, when the effects of recent rises in natural gas prices on electricity and gas bills will
become more apparent. However, surveys also point to resilience in the labour market, which
does not appear consistent with a negative quarterly change for either consumer spending or
GDP. We maintain our view of only a moderate slowdown in GDP next year, to 0.8%, following
the 0.9% estimated for this year (based on working-day-adjusted data).

Business confidence is deteriorating again, particularly in
construction and services. By contrast, the recovery in
manufacturing continues

_

The consumer survey shows a marked re-acceleration in the
inflation perceived by households
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data for April 2020. Source: Intesa Sanpaolo, Istat

Note: the Istat confidence series have been interpolated due to a lack of
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CH: This information is an advertisement in relation to the financial instruments discussed herein and is not a prospectus pursuant
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Pursuant to the provisions of Delegated Directive (EU) 2017/593, this document can be qualified as an acceptable minor non-

monetary benefit as it is:
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Method of distribution

This document is for the exclusive use of the recipient with whom it is shared by Intesa Sanpaolo SpA and may not be reproduced,
redistributed, directly or indirectly, to third parties or published, in whole or in part, for any reason, without prior consent expressed
by Intesa Sanpaolo SpA. The copyright and all other intellectual property rights on the data, information, opinions and assessments
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Persons who receive this document are obliged to comply with the above indications.

Valuation Methodology
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and for disclosure of particular interests or indications of conflicts of inferest as subsequently amended and supplemented, the
FINRA Rules 2241 and 2242 as applicable, as well as the FCA Conduct of Business Sourcebook rules COBS 12.4 - between the
Intesa Sanpaolo Banking Group and issuers of financial instruments, and their group companies, and referred fo in research
products produced by analysts at Intesa Sanpaolo SpA is available in the "Rules for Research " and in the exiract of the "Corporate
model on the management of inside information and conflicts of interest" published on the website of Intesa Sanpaolo SpA,
webpage https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures.

As for the disclosures, please note that one or more of the companies of Intesa Sanpaolo Banking Group:

B trade or may trade as a principal in the securities (or in related derivatives) that are the subject in this report;

B plan to solicit investment banking business or intend to seek compensations from the securities that are the subject of this
report in the next three months.

Furthermore, in accordance with the aforesaid regulations, the specific company-related disclosures of the Intesa Sanpaolo Banking
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