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Italy: Confidence data had a soft start in
January

The weak-ish reading might reflect some uncertainty related to the
ongoing vocal electoral campaign. We forecast quarterly growth at
0.3% in 1Q18 (from an estimated 0.4% in 2017)

Small retreat in consumer confidence, which remains elevated

The battery of confidence data published today by Istat came in softer than expected. Consumer
confidence retreated a full point to 115.5, driven by the decline in the economic condition indicator
and in the future conditions. Consumers were less optimistic about developments in
unemployment and sharply revised upwards their expectations on inflation over the next twelve
months. Notwithstanding the monthly decline, January's consumer confidence remains

elevated, equalling the average level recorded over 4Q17. In our view, continued positive
developments on the employment front are still exerting a positive impact on the current
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components of consumer confidence.

A deeper slide in the composite business index, driven by
services and retailers

The correction in the composite business confidence sentiment indicator (to 105.6, a 6-month low)
was surprisingly strong, but reflected diversified dynamics in the components. The service sector
and retail sub-indices proved the main drivers of the fall, followed at a distance by the
manufacturing component, while construction was the sole sector posting an increase in
confidence. Digging into the details, we note that the marked fall in the services domain was
mainly determined by a sharp fall in the tourism component, not compensated by the
improvements in information and communication and in other services. In the retail

domain, where the decline in large establishments outweighed the improvement among small
retailers, we note growing signals of inventory accumulation.

Manufacturing confidence only slightly down

Interestingly, the manufacturing breakdown shows more resilience among consumer and
investment goods producers, which might signal that the export pullis still in place. We also
suspect that the domestic investment recovery, which has characterized the Italian growth
pattern over 2017, might still be benefiting from tax incentives as foreseen by the 2018 budget.

Confidence softness very much a services story
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(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR0O00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.
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