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ITALY EQUITY OPPORTUNITIES         

 

This report examines the Italian equity markets, their structure, constituents and metrics over time. 

We show that the Italian equity markets now offer a compelling investment opportunity. There are 

436 companies that are listed and trade on the Borsa Italiana in Italy (Table 1) offering a sizeable 

group of businesses for superior stock selection.  

 

Table 1: Borsa Italiana Listing Details 

 
Source: Borsa Italiana Monthly update September 2018 

 

Italy has a deeply rooted equity culture and the Borsa Italiana, founded in 1808, has had a long history 

of services provided to the stock market and the Italian economy. Originally known as Borsa di 

commercio di Milano (Milan Stock Exchange), Borsa Italiana was under public ownership until 1998, 

when it was privatized. On 1 October 2007, Borsa Italiana was merged with the London Stock 

Exchange in an all-share takeover, thus becoming part of the London Stock Exchange Group. A 

subsidiary of Borsa Italiana, Monte Titoli SpA, was formed in 1978 and is the national centralized 

securities depository. 

 

The Borsa Italiana has a diversified offering to meet different needs, MTA – the main market, STAR – 

requires a 35% free float and MIV – a market for investment vehicles. The companies listed on MTA 

and MIV are represented by the FTSE Italian index series which is reviewed on a quarterly basis to 

ensure that companies are always included in the index that can most appropriately represent them. 

The MTA companies can be included in indices according to their characteristics: the top 40 

companies in terms of size and liquidity are included in the FTSE MIB index. The STAR companies, in 

addition to inclusion in the indices pertaining to the MTA, also have their own specially conceived 

index. 

 

Trading and participation 

 

The annual value traded on the Borsa Italiana in 2017 was USD 759 billion and the ratio of value 

traded to market capitalisation was 98% (Table 2), which is well below the value traded to market 

capitalisation ratios of US stock exchanges of 124%. Both the annual value of share trading as a 

percentage of GDP and as a percentage of market capitalisation for Italy have decreased since 2010. 
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Table 2:     Annual value of share trading (USD Billion) 

 

 
Source: Horizon Research, WFE, World Bank, IMF, Borsa Italiana 

 

An analysis of the average Household financial portfolio reveals that household investors accounted 

for as much as 5.4 per cent of market participation in 2000. However, their participation has steadily 

declined with the stagnation of the economy post-crisis and listed stocks accounted for only 1.3 per 

cent household assets at the end of 2016 (Table 3 and Table 4). 

 

Table 2a:  Italian Market Capitalization past 10 years (in EUR Billion) 

 
Source: Horizon Research, WFE, World Bank, IMF, Borsa Italiana 

 

Table 3:  Household Financial portfolio breakdown 

 

 
Source: The Italian Asset Management Market association 

 

Table 4:   Trends in Household Wealth and Saving 2017 

 
Source: CONSOB 

 



 

In contrast a study by industry body Unimpresa in 2015 found that more than half the value of Italy’s 

stock market was in foreign ownership. The value of foreign investments in listed companies rose to 

279 billion euros (USD 300 billion) in June 2015, or 51.1 percent of the total, up from 44.3 percent a 

year earlier.  
 

The Indices 

 

The FTSE MIB index with an (4.4)% CAGR between 2007-2017 has under performed their peer indices 

over the past 10 years (Table 3). 

 

Table 5:   Performance of Italian Vs. International Indices (2007-2017) 

 
[1] FTSE MIB data since June 2009. Prior to 2009 S&P MIB; data sourced from Google and Yahoo Finance  

 

Nine single stocks hold a higher weighting in the iShares MSCI World ETF than all-Italian equities 

(Table 6). 

 

Table 6: Share of holdings in the iShares MSCI World ETF 

 
Source: Bloomberg, Data as of May 30 2018 

 

There is a heavy concentration of market capitalization represented through the primary indices. The 

stocks that participate in the MIB Index represent over 79.2% (USD 488 billion) of all Borsa listed 

company’s market capitalization (Bloomberg covered Italian Equites) (Table 7).  

 

Table 7: Market Capitalization of Primary Indices 

 
Source: Bloomberg, Data as of October 1, 2018 

 

The balance of shares not captured by the MIB index equates to approximately 311 companies, and 

result in opportunities for superior stock selection. Our efforts emphasize valuations with catalysts, 

and believe that a significant portion of small and mid-caps present opportunities for investment. 
 

The Italian equity market quantity of traded companies offers investment diversification 

opportunities within the Italian market itself. The MIB Index also offers diversity of the market, with 

the MIB Index comprising companies across 8 of the 10 broad industry segments (Table 8).  
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Table 8: Market Capitalization of by Industry 

 

 
Source: Bloomberg, Data as of October 1, 2018 

 

The Italian Economy - Comparative Economic indicators  

 

While Italian GDP (at current USD) has decreased from USD 2,203 billion in 2007 to USD 1,935 billion 

in 2017, the total market capitalization to GDP ratio is below global levels leading to lower valuations 

in the Italian equity markets. Italian broad market capitalization of USD 530 billion in 2017 represents 

27% of Italian GDP. This is below the long-term average trend and is lower than the recent peak 2007 

of 49%. In comparison, the ratio of US, Germany, France and Japan market capitalization to GDP in 

2017 are significantly higher at 166%, 62%, 106 and 128% (Table 9). 

 

Table 9 – Market Capitalization and GDP 

 
Source: Horizon Research, World Bank, Borsa Italiana 

 

Table 10:  GDP Per Capita  

 
Source: Horizon Research, World Bank, Borsa Italiana 

 

Graph 1:  GDP Per Capita  

 

 
 

Table 11:  Merchandise Trade as a percentage of GDP 

 
Source: Horizon Research, World Bank 

 

  



 

Graph 2:  Merchandise Trade as a percentage of GDP 

 
 

Table 12:  Foreign direct investment, net (BoP, current US$ Billion) 

 
Source: Horizon Research, World Bank 

 

Table 13:   Portfolio equity, net inflows (BoP, current USD Billion) 

 
Source: Horizon Research, World Bank 

 

Graph 3:   GINI Co efficient  

 

 
Source: Horizon Research, World Bank, OECD 

  

0.00
0.09
0.18
0.27
0.36
0.45



 

 

Manjit Singh Kalha, the analyst who prepared this report, hereby certify that the views expressed in this report accurately 

reflect the analyst’s personal views about the subject companies and their securities. The Research Analyst has not been, is 

not and will not be receiving direct or indirect compensation for expressing the specific recommendation or view in this 

report. 
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Important Disclosures 
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Horizon Research ("we" or "us") attempts to provide timely, value-added insights into companies or industry dynamics for 

institutional investors.  Our research reports generally contain a recommendation of "buy," "hold," "sell" or "non-rated.” We 

do not undertake to "upgrade" or "downgrade" ratings after publishing a report.  

 

Ratings 

Analysts’ ratings are largely (but not always) determined by our “private market value,” or PMV methodology.  Our basic 

goal is to understand in absolute terms what a rational, strategic buyer would pay for an asset in an open, arms-length 

transaction.  At the same time, analysts also look for underlying catalysts that could encourage those private market values 

to surface. 

A Buy rated stock is one that in our view is trading at a meaningful discount to our estimated PMV.  We could expect a more 

modest private market value to increase at an accelerated pace, the discount of the public stock price to PMV to narrow 

through the emergence of a catalyst, or some combination of the two to occur.   

A Hold is a stock that may be trading at or near our estimated private market value.  We may not anticipate a large increase 

in the PMV, or see some other factors at work.   

A Sell is a stock that may be trading at or above our estimated PMV.  There may be little upside to the value, or limited 

opportunity to realize the value.  Economic or sector risk could also be increasing.     

  

We prepared this report as a matter of general information.  We do not intend for this report to be a complete description 

of any security or company and it is not an offer or solicitation to buy or sell any security.  All facts and statistics are from 

sources we believe to be reliable, but we do not guarantee their accuracy.  We do not undertake to advise you of changes 

in our opinion or information.  Unless otherwise noted, all stock prices reflect the closing price on the business day 

immediately prior to the date of this report.  We do not use "price targets" predicting future stock performance.  We do 

refer to "private market value" or PMV, which is the price that we believe an informed buyer would pay to acquire 100% of 

a company.  There is no assurance that there are any willing buyers of a company at this price and we do not intend to 

suggest that any acquisition is likely.  Additional information is available on request.  

 

Disclosure of interest:  

• Neither Horizon Research nor its affiliates received any compensation from the company (s) covered herein in 

the past twelve months for Issue Management, Mergers & Acquisitions, Buyback of shares and other corporate 

advisory services.  

• Affiliates of Horizon Research are currently not having any mandate from the subject company (s).  

• The Equity Analyst holds no shares of the company (s) covered as on the date of publication of the research. 

• Directors of Horizon Research do not hold shares of the company (s). 
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