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Buy For how long will we call it holding company?
Recommendation unchanged
Share price: EUR 0.37 o X ) )
P The Pirelli & C stock price recovered 33.9% since we upgraded the rating to BUY
closing price as of 05/10/2009 .
i t brice: EUR 0.4 on July 30. Although the performance has been so good, we believe that the
arget price: . stock is still interesting, since Pirelli Tyre, Pirelli & C main asset, is still valued at
vs Target Price: EUR 0.42 . . . . . .
a discount Vs its peers, while the management is carrying out an aggressive
Reuters/Bloomberg PECIMIPC M restructuring plan both at operating and corporate level.
Daily avg. no. trad. sh. 12 mth 34,727,781
Daily avg. trad. vol. 12 mth (m) 9.37
Price high 12 mth (EUR) 038 Y The tyre makers’ stock prices recovered 133% on average from the bottom of
Price low 12 mth (EUR) 0.15 Q1 09; the valuation improvement translated into higher multiples: today, Pirelli
Abs. perf. 1 mth 15.7% Tyre’s comparables trade at 0.75x in terms of EV/Sales 09, 7.0x in terms of
Abs. perf. 3 mth 50.7% EV/EBITDA and 1.2x in terms of P/BV.
Abs. perf. 12 mth -1.5% . . .
v We used to value Pirelli Tyre equity value EUR 1.4bn on the basis of a 5.5x
Market capitalisation (EURm) 2,023 EV/EBITDA 09 multiple; this ratio appears to be too conservative now, that's why
Current N° of shares (m) 5,494 we have improved our Pirelli Tyre valuation to EUR 1.9bn (+29.7%) on the basis of
Free float 49% a new 6.5x EV/EBITDA 09 multiple.
Key financials (EUR) 12008 12000 1210e Y We expect Pirelli Tyre to record good H2 09 results thanks to its strong exposure
Sales (m) 4660 4190 4,344 on the replacement channel (81% of revenues), the presence in developing
EBITDA (m) 252 419 533 countries (Latin America, the Asia-Pacific region and Africa generate over 36% of
EBITDA margin 5.4% 100  12.3% revenues), the favourable trend in raw material prices and the incisive
EBIT (m) ) 43 210 325 restructuring actions taken at its western Europe manufacturing plants.
EBIT margin 0.9% 5.0% 7.5%
Net Profit (adj.)(m) (299) 74 215 v° We can still call Pirelli holding company, but we acknowledge it is making
zotch T o folg/; 9:;/; 12'70;/; significant steps to become a pure industrial player: Pirelli Tyre now weighs for
et debt/(cash) (m , o 0. . o .
Net Debt Equity 04 03 03 72% of the Net Asset Value, while it weighed around 60% of it only one year ago.
NEHETEDS Gl L2 15 v The management is re-focusing the company on its industrial roots
E‘\;;;Z:“EB'TDA/F'MU ii 22 (7); - essentially tyres - consistently with the strategy set in the 2009-11 plan; in July
T 81 55 .3 and August, Pirelli sold the last 123m Telecom ltalia shares, closing definitively the
EVIEBITDA (adj.) 50 47 41 painful chapter of the telecom diversification.
EV/EBIT 41.3 11.0 7.1 . N . o . .
PIE (adj.) om m— e v" The holding company Pirelli Spa is downsizing its staff, transferring 1/3 of it
PIBV 0.6 0.8 0.8 under a new “Pirelli Tyre and parts department” and laying off another third of it.
OpFCF yield 45.8%  55%  8.2% The streamlined Pirelli Spa will retain only 70/80 resources as it will stop providing
Dividend yield 46.7% 0.0% 0.5% many corporate services.
EPS (adj.) (0.06) 0.01 0.04
BVPS 0.41 0.44 045 ¥ We estimate that the Pirelli & C stock now trades at a 36.5% discount over the Net
DPS 0.17 0.00 0.00 Asset Value; we argue that this discount is excessive and that it should narrow as
the company evolves towards a pure industrial model.
M
r" v" Should Pirelli & C separate Pirelli Tyre from Pirelli Real Estate, the company would

definitively become a pure industrial player, removing the basis for the holding
discount.

Following the improvement in the Pirelli Tyre valuation, we have increased our
S oTon v et o raton wean s i an w0 target price to EUR 0.49 from the previous EUR 0.42 (+17%). We reiterate our BUY
woraa e e rating on the stock.
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The following charts show the performance recorded by the main tire makers since they
touched their peaks in 2007 and their bottoms in Q1 09.

Global tyre makers performance since August 2007 Global tyre makers performance in 2009
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If we look at the tyre maker performance since the peaks of mid 2007, we see that the
industry shares lost 50.5% on average (median: -48.4%), with Pirelli behaving slightly better
than the comparables (-46.9%).

If we look at the performance since the bottoms of Q1 09, we see that the industry shares
recovered 133% on average (median: +118%). Even in this case, Pirelli behaved better
than the comparables, recovering 150.3% from the bottom of EUR 0.15 it touched the 9
March (EUR 0.15); we note that Pirelli was more volatile than its peers, losing more ground
in Q1 (-34.5% Vs -16.1%) and recovering more in Q2 and Q3 (+42.7% Vs +38.7% and
+43.0% Vs 25.4% respectively).

2009 performance Pirelli Michelin Conti Bridgest. Good Year ~ Nokian ~ Yokohama Sumitomo  Average
Q1 -34.5% -30.4% -58.8% 12.6% -6.9% 5.0% -4.9% -10.7% -16.1%
Q2 42.71% 48.0% 66.1% 1.6% 76.6% 48.0% 12.3% 14.7% 38.7%
Q3 43.0% 23.1% 77.4% 5.2% 41.5% 18.6% -10.7% 4.7% 25.4%
Q4 (3 days) 2.4% 1.8% -5.8% -4.9% -1.8% -2.9% -4.9% -5.0% -2.6%
YTD 36.9% 29.2% 14.5% 14.5% 128.6% 79.0% -9.4% 2.0% 36.9%
From the bottom 150.3% 124.3% 207.6% 38.1% 353.8% 111.7% 32.9% 41.8% 132.6%

The tyre makers’ stock price recovery has brought an increase in the industry
multiples: today, Pirelli Tyre’s comparables trade at 0.75x in terms of EV/Sales 09,
7.0x in terms of EV/EBITDA 09 and 1.2x in terms of P/BV 09. The following table shows
the industry multiples for the current year and 2010.
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EVISALES EV/EBITDA EVIEBIT PIE P/IBV

2009 2010 2009 2010 2009 2010 2009 2010 2009 2010
MICHELIN 0.75 0.73 6.5 5.5 15.5 9.9 59.2 14.0 1.47 1.35
CONTINENTAL 0.84 0.78 9.1 6.5 80.6 18.0 (14.5) 52.1 119 1.16
BRIDGESTONE ~ 0.69 0.68 7.0 59 26.0 133 1235 18.3 121 1.10
GOODYEAR 0.49 0.49 7.8 5.1 23.3 7.6 (21.2) 9.6 4.85 2.86
NOKIAN 2.79 2.55 131 10.2 20.2 14.0 30.2 16.5 251 2.23
YOKOHAMA 0.61 0.59 6.7 6.9 18.8 14.7 20.8 13.8 0.93 0.87
SUMITOMO 0.81 0.77 7.3 6.9 17.8 14.4 412 15.3 1.13 1.05
HANKOOK 1.09 1.10 6.6 6.4 10.4 9.5 13.4 111 1.67 1.46
TOYO 0.57 0.55 6.9 6.4 27.8 16.7 317 10.8 0.60 0.59
AVERAGE: 0.96 0.92 7.9 6.6 26.7 131 31.6 18.0 1.73 141
MEDIAN: 0.75 0.73 7.0 6.4 20.2 14.0 30.2 14.0 121 1.16

Until now, we have valued Pirelli Tyre's equity value EUR 1.4bn on the basis of a 5.5x
EV/EBITDA 09 appllied to its (Adjusted) EBITDA 09 of EUR 493m.

After the re-rating of the industry stocks, the 5.5 EV/EBITDA seems too conservative, that's
why we have improved our Pirelli Tyre valuation to EUR 1.9bn (+29.7%) on the basis
of a new 6.5x EV/EBITA 09. The following tables show the different equity valuations we
drew from the peer multiples for 2009 and 2010.

2009 estimates Sales EBITDA (¥) EBIT (*) Net Profit(*) BV
Revenues 3,753 493 304 134 943
Median peer multiple 0.75 7.0 20.2 30.2 121
Enterprise Value 2,819 3,463 6,151

- Minorities n.a n.a n.a

- NFP (2009) (1,331) (1,331) (2,331)

+ Financial Assets n.a. n.a. n.a.

Equity Value 1,488 2,132 4,820 4,049 1,145
* Adjusted

2010 estimates Sales EBITDA (*) EBIT (*) Net Profit(*) BV
AKROS estimates 3,903 542 346.8 180.0 1,102
Median peer multiple 0.73 6.4 14.0 14.0 1.16
Enterprise Value 2,866 3,462 4,855

- Minorities n.a n.a n.a

- NFP (2010) (1,276) (1,276) (1,276)

+ Financial Assets n.a. n.a. n.a.

Equity Value 1,590 2,186 3,579 2,528 1,282
* Adjusted

We argue that the EV/Sales and EV/EBITDA are the most reliable multiples in this particular
phase: if we consider only the EV/Sales and EV/EBITDA median multiples, we draw an
equity value of EUR 1,810m for 09 and EUR 1,888m for 10 (average: EUR 1,849m).
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Since we did not have much information on Pirelli Tyre’s numbers, we used a very simple
model based on the perpetuity of a normalised OFCF to check the fairness of the multiple

approach.

We estimate that Pirelli Tyre will generate an average EUR 150m adjusted FOCF in the
next two years; this number is in line with the guidance of average adjusted FOCF set by
the strategic plan for 2010 and 2011.

The perpetuity of the normalized FOCF with a 7.1% WACC and a 2.5% perpetual
growth rate, gives us a EUR 1,930m equity value for Pirelli Tyres.

FOCF (EUR m)
WACC
Grate

Enterprise Value (perpetuity, EUR m)

NFD 2009 (EUR m)
Equity value (EUR m)

150.0
7.1%
2.5%
3,261
(1,331)
1,930

The average of the two valuations we drew (EUR 1,849m and EUR 1,930m) is EUR
1,890m; this valuation is equivalent to 6.5x Pirelli Tyre adjusted EBITDA 09; here follows
our NAV model updated with the new Pirelli Tyre valuation.

PIRELLI NET ASSET VALUE Sector NOSH % on Valuation Price Equity Value  Value per % on
(m) cat. method 05 Oct 09 EUR m share (EUR) tot. assets

- PIRELLI & C REAL ESTATE Real estate 487.8 58.0% MARKET 0.64 312.2 0.058 12.0%
- MEDIOBANCA Banking 15.0 1.83% MARKET 9.14 137.1 0.026 5.3%
- RCS MEDIA GROUP Media 39.1 5.34% MARKET 1.42 55.3 0.010 2.1%
- OCLARO (former Avanex) Photonics 10.2 5.48%  MARKET 0.75 7.7 0.001 0.3%
- PIRELLI & C. (treasury stocks) Holding 3.9 0.1%  MARKET 0.37 14 0.000 0.1%
- PIRELLI & C. (treasury stocks) Holding 4.5 3.3% MARKET 0.40 1.8 0.000 0.1%
TOTAL LISTED PARTICIPATIONS (A) 515.4 0.096 19.8%
- PIRELLI TYRE Tyres 256.8 100.0% EV/EBITDA ADJ '09 (6.5x) 1,872 0.349 71.8%
- PIRELLI BROADBAND SOLUTIONS | Telecom 9.1 100.0% EV/Sales 09 (0.8X) 50.2 0.009 1.9%
- PIRELLI & C AMBIENTE Environ 31 51.0% BOOK VALUE 4.1 0.001 0.2%
- PIRELLI & C ECO TECHNOLOGY Environ 16.9 51.0% EV/EBIT 10 (8.0x) 24.1 0.004 0.9%
- PIRELLI LABS High Tech 5.0 100.0% BOOK VALUE 5.1 0.001 0.2%
- CYOPTICS High Tech 217.3 30.0% BOOK VALUE 29.6 0.006 1.1%
- EUROSTAZIONI Holding 52.3 32.7% BOOK VALUE 52.9 0.010 2.0%
- OTHER FINANCIAL ASSETS BOOK VALUE 52.9 0.010 2.0%
MAIN NOT LISTED PARTICIPATIONS (B) 2,091 0.390 80.2%
TOTAL ASSETS (A+B) 2,607 0.486 100.0%
CORPORATE NFP AS @ 31/06/09 ADJUSTED 596.4 0.111

UNFUNDED PENSION PLANS (88.8) (0.017)

NET ASSETS VALUE (NAV) 3,114 0.580

HOLDING DISCOUNT 15% (467.1) (0.087)

TARGET PRICE 2,647 0.493

UPSIDE POTENTIAL 34.2%

ACTUAL MARKET PRICE 0.368

DISCOUNT/ (PREMIUM) ON NAV 36.5%

Banca Akros

I tirupps Dipirmme

Page 4



Pirelli & C. ESN

In our updated model,

e we improved the Pirelli Tyre equity valuation by EUR 429m (+29.7% Vs the previous
valuation); the impact in terms of NAV is positive by EUR 0.08 per share;

e we did not consider anymore the 123m Telecom ltalia shares Pirelli still held as of June
09 since the company sold them in July and August cashing in around EUR 127m,
equivalent to 4.0% of the NAV. We have adjusted the corporate NFP by consequence
with no impact on the NAV.

The current NAV is EUR 0.58 per share, before any discount and/or capitalisation of
holding cost.

Based on our updated model, Pirelli&C is currently trading with a 36.5% NAV
discount; we argue that this value gap is excessive, considering that Pirelli Tyre
weighs for 72.4% of the NAV and that the company is making significant steps to
abandon its holding character.

We point out that we have kept unchanged the discount we apply on the NAV to extract the
target price (15%); we argue that this level of discount is reasonable since it's halfway
between the historical discount of the Italian holding companies - 30% - and zero. We feel
this level of discount is consistent with Pirelli's positioning, halfway between the target of
becoming a pure industrial company and its recent past of holding company.

Based on our updated model, we come to a new EUR 0.49 target price (+17% Vs the
previous EUR 0.42 TP). The following table shows the sensitivity of our target price to the
Pirelli Tyre EV/EBITDA multiple we use and the level of holding discount we apply to the
NAV.

EV/EBITDA 09 ratio applied to Pirelli Tyre

5.50 5.75 6.00 6.25 6.50 6.75 7.00 7.25 7.50
0% 0.49 0.51 0.53 0.56 0.58 0.60 0.63 0.65 0.67

£ 5% 046 0.49 0.51 053 055 057 0.59 0.62 0.64
3 10% 044 0.46 0.48 0.50 0.52 0.54 0.56 0.58 0.60
8 15% 042 0.43 0.45 0.47 0.49 051 0.53 055 057
8  20% 0.39 0.41 0.43 0.45 0.46 0.48 0.50 0.52 0.54
2 25% 037 0.38 0.40 0.42 0.44 0.45 0.47 0.49 0.50
S 30% 034 0.36 0.37 0.39 0.41 0.42 0.44 0.45 0.47
£ 3% 032 0.33 0.35 0.36 0.38 0.39 0.41 0.42 0.44
40%  0.29 031 0.32 0.33 0.35 0.36 0.38 0.39 0.40

This sensitivity table is a useful tool to understand how the Pirelli &C target price may
evolve depending on the next management moves:

o if Pirelli &C keeps the existing structure, it will be priced as a holding company, even
though the asset diversification is so low; in this case, the target price is EUR 0.49.

e if Pirelli &C goes on focusing on the tyre business and — say — it separates the
Pirelli RE assets from the tyres, for example by means of a proportional spin off, the
company will definitively become a pure industrial player, removing the basis for the
holding discount application. In this case, the target price would grow to EUR 0.58.
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Pirelli & C.: Summary tables

PROFIT & LOSS (EURm) 2006 2007 2008 2009e 2010e 2011e
Sales 4,841 5,209 4,660 4,190 4,344 4,527
Cost of Sales & Operating Costs (excl. Pers. Expenses) -3,138 -3,472 -3,089 -2,759 -2,801 -2,879
Personnel Expenses -1,076 -1,156 -1,175 -942 -978 -1,020
Non Recurrent Expenses/Income -13.2 0.0 -144 -70.0 -315 -30.0
EBITDA 614 581 252 419 533 598
EBITDA (adj.)* 627 581 396 489 565 628
D&A -213 -214 -209 -208 -208 -214
EBIT 401 367 433 210 325 384
EBIT (adj.)* 415 367 187 280 356 414
Net Financial Interest -143 -138 -80.0 -80.0 -75.0 -70.0
Other Financials 0.0 0.0 0.0 0.0 0.0 0.0
Associates 67.1 195 -367 -50.5 18.6 36.1
Other Non Recurrent ltems -1,216 0.0 0.0 0.0 0.0 0.0
Earnings Before Tax (EBT) -891 424 -403 79.8 268 350
Tax -128 -134 -72.6 -80.0 -80.5 -105
Tax rate nm 31.5% nm nm 30.0% 30.0%
Discontinued Operations -30.0 331 63.4 0.0 0.0 0.0
Minorities -119 -159 65.0 29.1 6.8 -3.6
Net Profit (reported) -1,167 165 -347 28.9 195 241
Net Profit (adj.) -349 143 -295 74.4 215 261
CASH FLOW (EURm) 2006 2007 2008 2009e 2010e 2011e
Cash Flow from Operations before change in NWC -836 538 -204 208 396 459
Change in Net Working Capital -516 159 -121 103 -30.6 -27.7
Cash Flow from Operations -1,352 697 -325 311 366 432
Capex -298 -566 -942 -200 -200 -200
Net Financial Investments -303 -156 96.1 0.0 0.0 0.0
Free Cash Flow -1,953 -25.4 -1,171 111 166 232
Dividends -115 0.0 -919 0.0 -10.1 -68.1
Other (incl. Capital Increase & share buy backs) 528 -1,128 499 111 -143 26.2
Change in Net Debt -1,540 -1,153 -1,592 221 125 190
NOPLAT 415 367 187 280 356 414
BALANCE SHEET & OTHER ITEMS (EURm) 2006 2007 2008 2009e 2010e 2011e
Net Tangible Assets 1,575 1,650 1,598 1,590 1,581 1,567
Net Intangible Assets (incl.Goodw ill) 516 673 1,046 1,046 1,046 1,046
Net Financial Assets & Other 4,833 1,492 1,021 1,021 1,021 1,021
Total Fixed Assets 6,924 3,815 3,665 3,657 3,649 3,634
Net Working Capital 461 301 423 320 351 378
Shareholders Equity 3,880 2,980 2,172 2,369 2,385 2,559
Minorities Equity 807 824 203 184 179 182
Net Debt 1,978 -299 1,032 811 798 608
Provisions 720 611 682 613 637 664
Other Net Liabilities or Assets 0.0 0.0 0.0 0.0 0.0 0.0
Net Capital Employed/Invested 7,385 4,117 4,088 3,977 4,000 4,013
GROWTH & MARGINS 2006 2007 2008 2009 2010e 2011e
Sales growth 6.5% 7.6% -10.5% -10.1% 3.7% 4.2%
EBITDA growth 8.2% -5.4% -56.6% 66.2% 27.4% 12.2%
EBITDA (adj.)* growth 10.5% -7.4% -31.8% 23.3% 15.6% 11.3%
EBIT growth 13.1% -8.6% -88.2% 386.1% 54.5% 18.1%
EBIT (adj)*growth 16.8% -11.5% -48.9% 49.5% 27.1% 16.1%
Net Profit growth -chg +chg -chg +chg 189.5% 21.2%
EPS adj. growth -chg +chg -chg +chg 189.5% 21.2%
DPS adj. growth 0.0% -chg +chg -chg +chg 574.4%
EBITDA margin 12.7% 11.2% 5.4% 10.0% 12.3% 13.2%
EBITDA (adj)* margin 13.0% 11.2% 8.5% 11.7% 13.0% 13.9%
EBIT margin 8.3% 7.0% 0.9% 5.0% 7.5% 8.5%
EBIT (adj)* margin 8.6% 7.0% 4.0% 6.7% 8.2% 9.1%
Bonccﬁkros Page 6
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Pirelli & C.: Summary tables

RATIOS 2006 2007 2008 2009 2010e 2011e
Net Debt/Equity 0.4 -0.1 04 0.3 0.3 0.2
Net Debt/EBITDA 3.2 -0.5 4.1 1.9 15 1.0
Interest cover (EBITDA/Fin.interest) 4.3 4.2 3.1 5.2 7.1 8.5
Capex/D&A 140.2% 264.7% 451.5% 96.0% 96.0% 93.2%
Capex/Sales 6.2% 10.9% 20.2% 4.8% 4.6% 4.4%
NWC/Sales 9.5% 5.8% 9.1% 7.6% 8.1% 8.4%
ROE (average) -71.7% 4.2% -11.4% 3.3% 9.1% 10.6%
ROCE (adj.) 16.2% 14.0% 6.1% 9.5% 12.0% 13.8%
WACC 7.1% 7.1% 7.1% 7.1% 7.1% 7.1%
ROCE (adj.)/WACC 2.3 2.0 0.9 13 1.7 1.9
PER SHARE DATA (EUR)** 2006 2007 2008 2009e 2010e 2011e
Diluted number of shares 5365.3 5360.8 5359.5 5359.5 5359.5 5359.5
EPS (reported) -0.22 0.03 -0.06 0.01 0.04 0.05
EPS (adj.) -0.06 0.03 -0.06 0.01 0.04 0.05
BVPS 0.72 0.56 0.41 0.44 0.45 0.48
DPS 0.02 0.00 0.17 0.00 0.00 0.01
VALUATION 2006 2007 2008 2009 2010e 2011e
EV/Sales 0.3 0.6 04 0.6 0.5 0.5
EV/EBITDA 2.7 5.2 8.1 55 4.3 3.5
EV/EBITDA (adj.)* 2.6 5.2 5.2 4.7 4.1 3.3
EV/EBIT 4.1 8.3 47.3 11.0 7.1 54
EV/EBIT (adj.)* 4.0 8.3 10.9 8.3 6.5 5.0
P/E (adj.) nm 221 nm 26.5 9.2 7.6
P/BV 0.8 11 0.6 0.8 0.8 0.8
Total Yield Ratio 0.0% 28.4% 0.0% 0.5% 3.4%

EVICE 0.6 12 0.7 0.8 0.8 0.7
OpFCF yield -50.9% 12.1% -45.8% 5.5% 8.2% 11.8%
OpFCHEV -100.4% 12.9% -32.3% 4.8% 7.2% 11.2%
Payout ratio -9.8% 0.0% nm 0.0% 5.2% 28.2%
Dividend yield (gross) 3.6% 0.0% 46.7% 0.0% 0.5% 3.5%
EV AND MKT CAP (EURm) 2006 2007 2008 2009 2010e 2011e
Price* (EUR) 0.6 0.6 0.3 04 0.4 0.4
Outstanding number of shares for main stock 5,365 5,361 5,360 5,360 5,360 5,360
Total Market Cap 3,240 3,239 1,446 2,023 2,023 1,970
Net Debt 1,978 -299 1,032 811 798 608
o/w Cash & Marketable Securities -451 -2,251 -496 -717 -730 -920
o/w Short Term Debt 1,608 1,772 807 807 807 807
o/w Long Term Debt 821 181 721 721 721 721
Other EV components -3,574 102 -432 -520 -512 -504
Enterprise Value (EV adj.) 1,644 3,042 2,046 2,313 2,309 2,074

Source: Company, Banca Akros estimates.

Notes

* Where EBITDA (adj.) or EBIT (adj.)= EBITDA (or EBIT) +/- Non Recurrent Expenses/Income

**Price (in local currency): Fiscal year end price for Historical Years and Current Price for current and forecasted years
***EPS (ad).) diluted= Net Profit (adj.)/Avg DIL. Ord. (+ Ord. equivalent) Shs. EPS (reported) = Net Profit reported/Avg DIL. Ord. (+ Ord. equivalent) Shs.

Company Description:

Pirelli is an ltalian industrial holding company. Pirell’'s most important business is Pirelli Tyre, a high-performance car tyre maker w hich
value represents 67% of the entire holding company asset value. Pirelli holds a 55.7% stake in Pirelli RE, a listed company providing
real estate management and related services (Pirelli RE w eights for 5.8% of Pirelli asset value). Pirelli has small presence in the telecom
business through Pirelli BBS (4.2% of the asset value) and in the field of environment (Pirelli & C Ambiente, Pirelli & C Ecotechnology,
0.5% of the NA). Pirelli ow ns 3 sizeable stakes in Telecom ltalia (5.8% of NA), Mediobanca (5.4% of NA) and RCS Mediagroup (1.9%
of NA). Recently, Pirelli has show ed the intention to focus on its industrial assets, but the management does not w ant dispose of the

financial stakes in the current market conditions.
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ESN Recommendation System

The ESN Recommendation System is Absolute. It means that each stock is rated on the
basis of a total return, measured by the upside potential (including dividends and capital
reimbursement) over a 12 month time horizon.

Meaning of each recommendation or rating:

Buy: the stock is expected to generate total return of over 20% during the next
12 months time horizon

Accumulate: the stock is expected to generate total return of 10% to 20%
during the next 12 months time horizon

Hold: the stock is expected to generate total return of 0% to 10% during the
next 12 months time horizon.

Reduce: the stock is expected to generate total return of 0% to -10% during the
next 12 months time horizon

Sell: the stock is expected to generate total return under -10% during the next
12 months time horizon

Rating Suspended: the rating is suspended due to a capital operation (take-
over bid, SPO, ...) where the issuer of the document (a partner of ESN) or a
related party of the issuer is or could be involved or to a change of analyst
covering the stock

Not Rated: there is no rating for a company being floated (IPO) by the issuer of
the document (a partner of ESN) or a related party of the issuer

Banca Akros Ratings Breakdown

Reduce
Sell 10% Accumulate

2% 27%

~

Hold

36% Buy
25%

History of ESN Recommendation System

Since 18 October 2004, the Members of ESN are using an Absolute Recommendation System
(before was a Relative Rec. System) to rate any single stock under coverage.

Since 4 August 2008, the ESN Rec. System has been amended as follow.

Time horizon changed to 12 months (it was 6 months)
Recommendations Total Return Range changed as below:

TODAY

BEFORE

REDUCE | HOLD | AccumuLaTE
-10%%0 0O%o 10%0 20%0
REDUCE ACCUMULATE
-15%0 0% 5¢%%6 15%6

The ESN spectrum of recommendations (or ratings) for each stock comprises 5 categories:
Buy, Accumulate (or Add), Hold, Reduce and Sell (in short: B, A, H, R, S).

Furthermore, in specific cases and for a limited period of time, the analysts are allowed to rate
the stocks as Rating Suspended (RS) or Not Rated (NR), as explained below.

Boncc;%&kros
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Il presente documento € stato redatto da Gabriele Gambarova che svolge funzioni di analista presso Banca Akros SpA ("Banca Akros"),
soggetto responsabile della produzione del documento stesso.

Banca Akros € una banca autorizzata anche alla prestazione di servizi di investimento appartenente al Gruppo Bipiemme Banca Popolare di
Milano (il “Gruppo”), ed & soggetta all'attivita di direzione e coordinamento di Banca Popolare di Milano (la “Capogruppo”). La banca e
iscritta all'albo delle Banche al n. 5328 ed & soggetta alla regolamentazione e alla vigilanza di Banca d'ltalia e Consob. La banca ha prodotto
il presente documento solo per i propri clienti professionali ai sensi della Direttiva 2004/39/CE e dell’Allegato 3 del Regolamento Intermediari
Consob. Esso é distribuito dal giorno 6 ottobre 2009.

Banca Akros, ai sensi degli artt. 69 quater e quinquies del Regolamento Consob in materia di Emittenti, dichiara di non avere propri rilevanti
interessi finanziari negli strumenti finanziari oggetto del presente documento ovvero rilevanti conflitti di interesse derivanti da rapporti con
I'emittente detti strumenti finanziari ('”"Emittente”) ovvero, piu in generale, derivanti da operazioni descritte nel presente documento. Banca
Akros dichiara di non essere a conoscenza della sussistenza di rilevanti interessi finanziari e/o di rilevanti conflitti di interesse della
Capogruppo nei confronti dell’Emittente.

L'analista Gabriele Gambarova, socio AIAF, che ha redatto il presente documento, ha maturato una significativa esperienza presso Banca
Akros e altri intermediari. L’ analista e i suoi familiari non detengono Strumenti Finanziari emessi dall’Emittente, né svolgono ruoli di
amministrazione, direzione o consulenza per I'Emittente, né |’ analista riceve bonus, stipendi o altre forme di retribuzione correlate,
direttamente o indirettamente, al successo di operazioni di investment banking.

Banca Akros, nell'ultimo anno, ha pubblicato sulla societa oggetto di analisi tre studi in data 30 luglio, 14 e 17 settembre 2009

La Banca rende disponibili ulteriori informazioni, ai sensi delle disposizioni Consob di attuazione dell’art. 114, comma 8 del D.Lgs 58/98
(TUF) ed in particolare ai sensi dell’art. 69 quinquies, comma 2, del Regolamento Emittenti, presso il proprio sito internet (si veda
http://bancaakros.webank.it/pdf/3-MktAbuse-DAF-sitointernet-conflitti-aggiornato.pdf).

Le informazioni e le opinioni contenute in questo documento si basano su fonti ritenute attendibili. La provenienza di dette informazioni e il
fatto che si tratti di informazioni gia rese note al pubblico & stata oggetto di ogni ragionevole verifica da parte di Banca Akros. Banca Akros
tuttavia, nonostante le suddette verifiche, non puo garantire in alcun modo né potra in nessun caso essere ritenuta responsabile qualora le
informazioni alla stessa fornite, riprodotte nel presente documento, ovvero sulla base delle quali € stato redatto il presente documento, si
rivelino non accurate, complete, veritiere ovvero corrette.

Il documento & fornito a solo scopo informativo; esso non costituisce proposta contrattuale, offerta o sollecitazione all'acquisto e/o alla
vendita di strumenti finanziari o, in genere, allinvestimento, né costituisce consulenza in materia di investimenti. Banca Akros non fornisce
alcuna garanzia di raggiungimento di qualunque previsione e/o stima contenuto nel documento stesso. Inoltre Banca Akros non assume
alcuna responsabilita in merito a qualsivoglia conseguenza e/o danno derivante dall'utilizzo del presente documento e/o delle informazioni in
esso contenute. Le informazioni o le opinioni ivi contenute possono variare senza alcun conseguente obbligo di comunicazione in capo a
Banca Akros, fermi restando eventuali obblighi di legge o regolamentari.

E’ vietata la riproduzione e/o la ridistribuzione, in tutto o in parte, direttamente o indirettamente, del presente documento, non
espressamente autorizzata.

Recommendation history for PIRELLI & C.

Date Recommendation Target price Price at change date
06-Oct-09 Buy 0.49 0.37
17-Sep-09 Buy 0.42 0.38
30-Jul-09 Buy 0.40 0.29
22-Apr-09 Hold 0.30 0.28
25-Mar-09 Hold 0.25 0.18
10-Feb-09 Hold 0.30 0.24
30-Sep-08 Hold 0.46 0.41
05-Aug-08 Accumulate 0.56 0.42
04-Aug-08 Accumulate 0.72 0.39
01-Apr-08 Accumulate 0.70 0.55

Source: Factset & ESN, price data adjusted for stock splits.
This chart shows Banca Akros continuing coverage of this stock; the current analyst may or may not have covered it over the entire period. Current analyst:
Gabriele Gambarova (since 11/12/2006)

Percentuale delle raccomandazioni al 30 giugno 2009

0.45
— Tutte le raccomandazioni Raccomandazioni su titoli in conflitto di interessi (*)
0.40
0.35 /m/M
Reduce Reduce
030 2‘?/” 10% Accumulate 8%
0

0.25 2%
0.20 19%

0.15 ‘
0.10 Hold
Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct 36% Hold

08 08 08 09 09 09 09 09 09 09 09 09 09 Buy 50%

25%

N Pricenistory _I™ rargetprice nistory — S = " - - N . N "
Cew  EAccumuae [Jroa  [Jreduce | seil W ot e (*) Si informa che la percentuale degli emittenti in potenziale conflitto di interessi con Banca Akros ¢ pari al 14% del totale degli

emittenti oggetto di copertura
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Disclaimer:

These reports have been prepared and issued by the Members of
European Securities Network LLP (‘ESN’). ESN, its Members and
their affiliates (and any director, officer or employee thereof), are
neither liable for the proper and complete transmission of these
reports nor for any delay in their receipt. Any unauthorised use,
disclosure, copying, distribution, or taking of any action in reliance
on these reports is strictly prohibited. The views and expressions in
the reports are expressions of opinion and are given in good faith,
but are subject to change without notice. These reports may not be
reproduced in whole or in part or passed to third parties without
permission. The information herein was obtained from various
sources. ESN, its Members and their affiliates (and any director,
officer or employee thereof) do not guarantee their accuracy or
completeness, and neither ESN, nor its Members, nor its Members’
affiliates (nor any director, officer or employee thereof) shall be liable
in respect of any errors or omissions or for any losses or
consequential losses arising from such errors or omissions. Neither
the information contained in these reports nor any opinion
expressed constitutes an offer, or an invitation to make an offer, to
buy or sell any securities or any options, futures or other derivatives
related to such securities (‘related investments’). These reports are
prepared for the clients of the Members of ESN only. They do not
have regard to the specific investment objectives, financial situation
and the particular needs of any specific person who may receive any
of these reports. Investors should seek financial advice regarding
the appropriateness of investing in any securities or investment
strategies discussed or recommended in these reports and should
understand that statements regarding future prospects may not be
realised. Investors should note that income from such securities, if
any, may fluctuate and that each security’s price or value may rise
or fall. Accordingly, investors may receive back less than originally
invested. Past performance is not necessarily a guide to future
performance. Foreign currency rates of exchange may adversely
affect the value, price or income of any security or related
investment mentioned in these reports. In addition, investors in
securities such as ADRs, whose value are influenced by the
currency of the underlying security, effectively assume currency risk.
ESN, its Members and their affiliates may submit a pre-publication
draft (without mentioning neither the recommendation nor the target
price/fair value) of its reports for review to the Investor Relations
Department of the issuer forming the subject of the report, solely for
the purpose of correcting any inadvertent material inaccuracies. Like
all members employees, analysts receive compensation that is
impacted by overall firm profitability For further details about the
specific risks of the company and about the valuation methods used
to determine the price targets included in this report/note, please
refer to the latest relevant published research on single stock.
Research is available through your sales representative. ESN will
provide periodic updates on companies or sectors based on
company-specific developments or announcements, market
conditions or any other publicly available information. Unless agreed
in writing with an ESN Member, this research is intended solely for
internal use by the recipient. Neither this document nor any copy of
it may be taken or transmitted into Australia, Canada or Japan or
distributed, directly or indirectly, in Australia, Canada or Japan or to
any resident thereof. This document is for distribution in the U.K.
Only to persons who have professional experience in matters
relating to investments and fall within article 19(5) of the financial
services and markets act 2000 (financial promotion) order 2005 (the
“order”) or (ii) are persons falling within article 49(2)(a) to (d) of the
order, namely high net worth companies, unincorporated
associations etc (all such persons together being referred to as
“relevant persons”). This document must not be acted on or relied
upon by persons who are not relevant persons. Any investment or
investment activity to which this document relates is available only to
relevant persons and will be engaged in only with relevant persons.
The distribution of this document in other jurisdictions or to residents
of other jurisdictions may also be restricted by law, and persons into
whose possession this document comes should inform themselves
about, and observe, any such restrictions. By accepting this report
you agree to be bound by the foregoing instructions. You shall
indemnify ESN, its Members and their affiliates (and any director,
officer or employee thereof) against any damages, claims, losses,
and detriments resulting from or in connection with the unauthorized
use of this document.

For additional information and individual disclaimer please
refer to www.esnpartnership.eu and to each ESN Member
websites:

www.bancaakros.it

www.caixabi.pt

www.cajamadridbolsa.es

www.cmcics.com

www.danskeequities.com

www.degroof.be

www.equinet-ag.de

www.ibg.gr

www.ncb.ie

www.snssecurities.nl

Members of ESN (European Securities Network LLP)

Bcncc%ﬁxkros

Banca Akros S.p.A.

Viale Eginardo, 29

20149 Milano

Italy

Phone: +39 02 43 444 389
Fax: +39 02 43 444 302

BANK.
DECROO}

Bank Degroof

Rue de I'industrie 44
1040 Brussels

Belgium

Phone: +32 2 287 91 16
Fax: +32 2 231 09 04

-
Caixa“s
Banco de Investimento

Caixa-Banco de Investimento
Rua Barata Salgueiro, 33-5
1269-050 Lishoa

Portugal

Phone: +351 21 389 68 00
Fax: +351 21 389 68 98

CAIA MADRID BOLSA

Caja Madrid Bolsa S.V.B.
Serrano, 39

28001 Madrid

Spain

Phone: +34 91 436 7813
Fax: +34 91 577 3770

CMm=CIC Securities

CM - CIC Securities

6, avenue de Provence
75441 Paris

Cedex 09

France

Phone: +33 1 4016 2692
Fax: +33 1 4596 7788

¢
¢

Danske .Mar‘kets

Equities
Danske Markets Equities
Holmens Kanal 2-12
DK-1092 Copenhagen K
Denmark
Phone: +45 45 12 00 00
Fax: +45 45 14 91 87

equnet

Equinet AG

GréfstraBe 97

60487 Frankfurt am Main
Germany

Phone:+49 69 — 58997 — 410
Fax:+49 69 — 58997 — 299

53 INVESTMENT BANK OF GREECE

MULSn OF Cour ) MARFIN POPULAR Busal

Investment Bank of Greece
24B, Kifisias Avenue

151 25 Marousi

Greece

Phone: +30 210 81 73 000
Fax: +30 210 68 96 325

1

i

NCB

NCB Stockbrokers Ltd.
I I 3 George Dock,
Dublin 1
Ireland

swge=  Phone: +353 1 611 5611
=== Fax +353 16115781

SNS ‘ Securities

SNS Securities N.V.
Nieuwezijds Voorburgwal 162
P.O.Box 235

1000 AE Amsterdam

The Netherlands

Phone: +31 20 550 8500
Fax: +31 20 626 8064

0’0‘
ESN _
o0

European Securities Network LLP
Registered office c/o Withers LLP
16 Old Bailey - London EC4M 7EG




