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Our Primary Market Focus is a deep dive into bond-issuance activity,
highlighting trading opportunities for new and existing bonds.

Italy holds small BTP Short Term/BTPei auction amid
elevated market volatility

23 October 2026

Bonds at auction
BTP Short Term 3% Oct28 for EUR 1.5-2bn

BTPei 1.25% Sep32 for EUR 0.5-0.75bn
BTPei 2.35% Sep35 for EUR 0.5-0.75bn

General moves in the market

The 2Y BTP vield is little changed compared to a month ado, while short-dated Italian paper has underperformed
core dovies over this period. Market-based inflation expectations in the eurozone have remained stable despite the
recent increase in energy prices.

Trade recommendations

BTP Oct28 looks appealing in absolute terms and relative to shorter-dated BTPs and Bunds, although it
remains exposed to near-term risks. BTPeis on auction are expensive. Current benchmarks, such as BTPei
1.1% Aug31 and BTPei 2% Feb37, are more appealing in real yield and breakeven terms. Longer-dated
linkers, including BTPei May39, are attractive in iota terms.

On Tuesday, the Italian Treasury will reopen BTP Short Term 3% Oct28 for EUR 1.5-2bn, BTPei 1.25% Sep32 for EUR
0.5-0.75bn and BTPei 2.35% Sep35 for EUR 0.5-0.75bn. The size of the auction is small (EUR 2.5-3.5bn), reflecting
debt agency's already advanced funding position and a cautious stance following the recent BTP underperformance.
Reopenings for specialists will amount to EUR 400mn for the 2Y benchmark and EUR 112.5mn each for the linkers.
BTP 7.25% Nov26 (EUR 12bn) will redeem at the beginning of November, supporting next week’s Italian auctions.
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BTP Short Term 3% Oct28 (EUR 1.5-2bn)

Core rates have eddged slightly lower in the past few months, reflecting investor demand for less risky assets
worldwide. For reference, the 2Y OIS rate has declined by around 20bp to 3%. Next week, the ECB is widely expected
to remain on hold, probably signalling further hikes if inflation does not decelerate meaningfully. We still pencil in a
final hike for December. Although the central bank will highly likely remain on hold and will not publish new
economic forecasts, the meeting will draw investor attention because of possible comments regarding the recent
widening of EGB spreads. French govies have remained under pressure in the past few weeks, raising investor
concerns about other govies including BTPs. In the past few months, the 2Y BTP yield has moved in the opposite
direction compared to Bunds, resulting in a 30bp widening of the 2Y BTP-Bund spread, currently at 60bp (Chart 1).

CHART 1: DIVERGING BTP AND BUND YIELDS
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Despite recent volatility, the short end of the curve shows no particular misalignments and even BTP Short Term is
offering a nedligible pickup to its neighbours. Low-coupon BTPs, including BTP 2.8% Dec28, are the only exception
as they trade richer than peers. 2Y BTPs have cheapened not only relative to Bunds, but also vs. 1Y BTPs, as the 1/2Y
spread has steepened again and now stands at 40bp. BTP Short Term Oct28 is currently trading at 3.63%, in line
with its auction yield a month ago. The 2Y benchmark has become cheap in both absolute and relative terms. We
consider it appealing from a long-term perspective, while volatility will probably remain high in the near term.

BTPei 1.25% Sep32 (EUR 0.5-0.75bn) & 2.35% Sep35 (EUR 0.5-0.75bn)

Renewed tensions in the Middle East, with Houthis launching attacks on Saudi infrastructure, have led to an increase
in energy prices with Brent rising 10% to USD 114/bbl and TTF natural gas by 30% to EUR 94/MWh (Chart 2). Despite
the latest energy repricing, market-based inflation expectations in the eurozone have moved broadly sideways, with
the 5Y inflation swap rate remaining below 2.5%. By contrast, risk-free real rates have declined in the past few weeks,
with the 5Y rate (computed on swaps) currently at around 1%, 20bp lower than a month ago. 1-10Y BTPeis have
slightly underperformed nominal govies of similar tenor in the past month.
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CHART 2: INFLATION SWAP RATES HAVE NOT RISEN DESPITE THE INCREASE IN ENERGY PRICES
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BTPei 1.25% Sep32 was last tapped in May 2025, BTPei 2.35% Sep35 in January 2009. The former was launched in
October 2015, the latter, launched in October 2004, was the third BTPei ever offered by the Italian Treasury.
Considering their real yields and breakeven rates, BTPeis on auction are relatively expensive on the curve and have a
very high inflation balloon, which will result in auction prices well above par. They currently stand at EUR 129 and
EUR 162, respectively. For reference, BTPei 1.1% Aug31 and BTPei 2% Feb37, current 5Y and 10Y benchmarks, are
more appealing, partly reflecting future supply pressure.

Longer-dated BTPeis, including BTPei 2.4% May39, have cheapened in iota terms, confirming the positive relationship
with the 10Y BTP-Bund spread. This cheapening is less evident for shorter-dated linkers, such as BTPei May36.

CHART 3: BTPEIS HAVE GENERALLY CHEAPENED IN IOTA TERMS
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Legal Notices

Glossary

Terms used in the report are available on our website: Our glossary.

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest.
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to chande at any time after publication, on the completeness, corre ctness and
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchange rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not quarantee a profit or protect against a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damades that may arise to anyone from the use of this
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, images, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and there fore it is not

allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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