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Italian Utilities Sector
Local Multi-Utilities: Resilient Business Model
Italian local multi-utilities reported resilient 1H20 results, in line or slightly above 
Bloomberg consensus. Regulated activities and business diversification 
allowed companies to mitigate the effects of the Covid-19 crisis. Based on 1H20 
results, Acea and Iren improved their EBITDA guidance for 2020. In general, 
companies confirmed the upside potential for future investment, based on the 
role that utility infrastructure can play in the economic recovery post-Covid. 

Sector Overview

Italian local multi-utilities reported resilient 1H20 results, in line or slightly above 
Bloomberg consensus. Regulated activities and business diversification allowed 
companies to mitigate the effects of the Covid-19 crisis. Lockdown in Italy was 
implemented starting from March, and therefore the main effects of the pandemic 
appeared in Q2 results. As expected, the main impact from the crisis was on energy 
businesses, due to a weaker energy scenario (lower volumes and prices). Working 
capital also experienced negative impacts, albeit limited, on average, mainly due to 
delays in payments and higher provisions for bad debt. These negatives likely peaked 
in Q2, and companies seem confident that these effects will have reversed by year-end 
2020 or in 2021.

Outlook 2020

Based on 1H20 results, Acea raised its 2020 EBITDA guidance to over 8% growth 
compared to 2019 (previous guidance: +6-8%). In light of the visibility achieved after H1, 
Iren improved its EBITDA guidance (EUR 905-915M vs the previous EUR 890-900M), 
reflecting a forecast less severe impact from Covid-19 (EUR 15M vs the previous EUR 25-
30M). A2A and Hera confirmed their previous expectations. In general, companies 
confirmed upside potential for future investment, based on the role that utility 
infrastructure can play in economic recovery post-Covid.

Market Focus 

In recent months, Italian utilities’ bonds have shown a higher resilience compared to 
other sectors more exposed to the economic cycle and demand dynamics. Among 
the Italian companies we cover, we currently prefer the more regulated names, due to 
the insulation from volume risks provided by current regulatory framework. In light of 
current wider spreads compared to Italian peers and a higher share of regulated 
activities (c.80% of EBITDA), we confirm our BUY recommendation on Acea’s bonds.

Investment recommendations on italian utilities bonds
IG BUY HOLD SELL

Acea c A2A c
c Hera c
c Iren c

H Y - - -

Unrat ed - - -

Note: the table above refers to senior unsecured bonds unless otherwise indicated; C = Confirmed. Source: Intesa Sanpaolo Research 
elaboration

6 August 2020: 15:57 CET
Date and time of production

Sector View

NEUTRAL
Italy/Italian Utilities Sector

Investment Grade
C o m pany C redi t  V iew

A2A NEUTRAL

Acea NEUTRAL

Hera POSITIVE

Iren NEUTRAL

Intesa SanPaolo Research

In this report, we confirm the company 
views and recommendations assigned 
in the last company reports (unless 
otherwise indicated). 

Intesa Sanpaolo Research Dept.

Alessandro Chiodini -  Research Analyst
+39 02 8794 1115
alessando.chiodini@intesasanpaolo.com

 



Sa
mple

Italian Utilities Sector   6 August 2020

2 Intesa Sanpaolo Research Department

Contents
Sector Overview 3

Market Focus 5

A2A: lower yoy results, but above consensus 8

1H20 results 8

Outlook 8

EBITDA breakdown analysis by division 8

Acea: positive 1H20, EBITDA guidance raised 10

1H20 results 10

2020 EBITDA guidance raised 10

EBITDA breakdown analysis by division 10

Hera: solid 1H20, in line with consensus 12

1H20 results 12

EBITDA breakdown analysis by division 12

Iren: resilient 1H, EBITDA guidance raised 14

1H20 results 14

2020 EBITDA guidance raised 14

EBITDA breakdown analysis by division 14



Sa
mple

Italian Utilities Sector   6 August 2020

Intesa Sanpaolo Research Department 3

Sector Overview
Italian local multi-utilities reported resilient 1H20 results, in line or slightly above 
Bloomberg consensus. Regulated activities and business diversification enabled 
companies to mitigate the effects of the Covid-19 crisis. As expected, the main impact 
from the pandemic was on generation energy businesses, due to a weaker energy 
scenario (lower volumes and prices). Working capital also experienced negative 
impacts, albeit limited, on average, mainly due to delays in payments and higher 
provisions for bad debt. These negative factors likely peaked in Q2, and companies 
seem confident that these effects will have reversed by year-end 2020 or in 2021. 

Based on 1H20 results, Acea improved its 2020 EBITDA guidance to over 8% growth in 
compared to 2019 (previous guidance: +6-8%).

In light of the visibility achieved after H1, Iren lowered its expectation regarding the 
impact from Covid-19 on its EBITDA, to EUR 15M from the previous EUR 25-30M. As a 
result, Iren now targets full-year 2020 EBITDA of EUR 905-915M vs the previous EUR 880-
890M (revised down from EUR 900-910M in May). We note that new guidance provided 
(EUR 905-915M) is slightly above the old target revised in May.

A2A and Hera confirmed their previous expectations.

In general, companies confirmed the upside potential for future investment based on 
the role that utility infrastructure can play in the economic recovery post-Covid.

Italian multi-utilities 
1H20 vs Consensus 2020 Guidance

A2A slightly above confirmed

Acea slightly above EBITDA guidance improved

Hera in line confirmed

Iren In line EBITDA guidance improved

Source: Intesa Sanpaolo Research elaboration on Company and Bloomberg data

As shown in the chart below, the companies that are more regulated or less exposed 
to the energy business (eg, Acea) were less impacted by the pandemic, reporting 
positive year-on-year results. Lockdown in Italy was implemented starting from March, 
and therefore the main effects appeared in Q2 results. We think it worth noting that 
energy businesses were also impacted by the warmer winter (mainly district heating 
and gas sales). 



Sa
mple

Italian Utilities Sector   6 August 2020

4 Intesa Sanpaolo Research Department

EBITDA (EUR M)

0
100
200
300
400
500
600
700

A2A Acea Hera Iren

1Q19 1Q20 2Q19 2Q20 1H19 1H20

Source: Intesa Sanpaolo Research elaboration on Company data

Net debt* (EUR M)

0
500

1,000
1,500
2,000
2,500
3,000
3,500
4,000

A2A Acea Hera Iren

2019 1Q20 1H20 2020C

*reported net debt; C: consensus. Source: Intesa Sanpaolo Research elaboration 
on Company and Bloomberg data

In 1H20, companies’ net debt reflected the impact of higher working capital, capex, 
and dividend payments (note that Hera paid its 2019 dividend in July). Despite Covid-
19, investments deployed remained solid, in general above 1H19 levels. 
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Market Focus 
In recent months, Italian utilities’ bonds have shown a higher resilience compared to 
the bonds of other sectors more exposed to the economic cycle and demand 
dynamics. Among the Italian companies we cover, we currently prefer the more 
regulated names, due to their insulation from volume risks provided by current 
regulatory frameworks. 

Acea’s bonds are currently trading wider compared to other Italian multi-utilities (ie, 
A2A, Hera and Iren). We confirm our BUY recommendation on Acea’s bonds in light of 
the group’s higher share of regulated EBITDA vs its peers (c.80% of total). 

Italian multi-utilities (ASW, bps)

Note: AEM’s 2023 and 2024 notes are private placements. Source: Intesa Sanpaolo Research elaboration on Bloomberg data
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A2A YTD 20201 performance (ASW, bps)

1 as of 30 July. Source: Intesa Sanpaolo Research elaboration on Bloomberg data

ACEA YTD 20201 performance (ASW, bps)

1 as of 30 July. *issued on 29 January. Source: Intesa Sanpaolo Research 
elaboration on Bloomberg data

HERA YTD 20201 performance (ASW, bps)

1 as of 30 July. Source: Intesa Sanpaolo Research elaboration on Bloomberg data

IREN YTD 20201 performance (ASW, bps)

1 as of 30 July. *issued on 23 June. Source: Intesa Sanpaolo Research elaboration 
on Bloomberg data

ACEA, A2A, Hera, Iren bonds/CDS (ASW, bps)
Next call Outst. YTM

and price Type EUR M Price %
SPRD
TYPE SPRD -1W 

(bps)
-1M

(bps)
YTD 

(bps)
52-week

range Ratings
Bond

6.8.20 2.1.20 max min Mdy Fitch BBG

A2A SpA
AEMSPA 4 3/8 01/10/21 - FX 351 102.0 -0.3 ASW 4 -5 -19 -18 71 3 Baa2 - BBB
AEMSPA 3 5/8 01/13/22 - FX 500 105.1 0.1 ASW 49 0 -14 20 108 23 Baa2 - BBB
AEMSPA 4 12/04/23 - FX 300 112.2 0.3 ASW 72 3 -14 22 117 42 Baa2 - -
AEMSPA 1 1/4 03/16/24 - FX 300 104.2 0.1 ASW 49 0 -17 7 105 32 - - -
AEMSPA 1 3/4 02/25/25 11/24 100.0 FX 300 106.4 0.3 ASW 66 1 -16 23 131 34 Baa2 - BBB
AEMSPA 1 5/8 10/19/27 07/27 100.0 FX 300 107.8 0.5 ASW 82 0 -16 26 137 47 Baa2 - BBB
AEMSPA 1 07/16/29 04/29 100.0 FX 400 104.1 0.5 ASW 79 -3 -25 18 160 52 Baa2 - BBB
ACEA SpA
ACEIM 2 5/8 07/15/24 04/24 100.0 FX 600 108.6 0.4 ASW 69 1 -12 25 133 38 Baa2 BBB+ BBB
ACEIM 1 10/24/26 07/26 100.0 FX 500 102.9 0.5 ASW 86 0 -13 32 145 49 Baa2 BBB+ BBB
ACEIM 1 1/2 06/08/27 03/27 100.0 FX 700 106.2 0.6 ASW 88 0 -12 29 147 54 Baa2 BBB+ BBB
ACEIM 1 3/4 05/23/28 02/28 100.0 FX 500 107.7 0.7 ASW 103 -1 -16 41 159 57 Baa2 BBB+ BBB
ACEIM 0 1/2 04/06/291 01/29 100.0 FX 500 97.8 0.8 ASW 101 -1 -12 40 156 59 Baa2 BBB+ BBB
Hera SpA
HERIM 3 1/4 10/04/21 - FX 250 103.5 0.2 ASW 65 4 -4 52 76 5 Baa2 - BBB
HERIM 2 3/8 07/04/24 - FX 329 108.1 0.3 ASW 69 -1 -11 35 121 27 Baa2 - BBB
HERIM 0 7/8 10/14/26 - FX 400 103.3 0.3 ASW 68 0 -8 18 120 43 Baa2 - BBB
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ACEA, A2A, Hera, Iren bonds/CDS (ASW, bps)
Next call Outst. YTM

and price Type EUR M Price %
SPRD
TYPE SPRD -1W 

(bps)
-1M

(bps)
YTD 

(bps)
52-week

range Ratings
Bond

6.8.20 2.1.20 max min Mdy Fitch BBG

HERIM 0 7/8 07/05/27 04/27 100.0 FX 500 102.9 0.5 ASW 77 1 -11 22 136 46 Baa2 - BBB
HERIM 5.2 01/29/28 - FX 700 133.7 0.6 ASW 105 -3 -9 38 170 65 Baa2 - BBB
Iren SpA
IREIM 3 07/14/21 - FX 182 102.8 0.0 ASW 41 -1 -14 9 100 16 - BBB -
IREIM 2 3/4 11/02/22 - FX 360 105.6 0.2 ASW 64 0 -16 21 114 31 - BBB -
IREIM 0 7/8 11/04/24 - FX 500 102.6 0.3 ASW 64 1 -12 19 139 41 - BBB -
IREIM 1.95 09/19/25 06/25 100.0 FX 500 108.3 0.3 ASW 65 0 -16 6 146 47 - BBB -
IREIM 1 1/2 10/24/27 07/27 100.0 FX 500 107.8 0.4 ASW 70 0 -16 -1 164 57 - BBB -
IREIM 0 7/8 10/14/29 07/29 100.0 FX 500 103.2 0.5 ASW 77 -1 -17 7 166 58 - BBB -
IREIM 1 07/01/301 04/30 100.0 FX 500 102.6 0.7 ASW 95 - - -37 133 95 - BBB -
Type: FX = Fixed; FL=Floating; VR = Variable; FT = Flat Trading. YTM: yield to maturity or yield to call for callable bonds. SPRD TYPE: ASW=Asset Swap. Ratings: reported in the table refer 
to individual issues . Notes: 1) YTD from launch date for bonds issued in 2020. Source: Intesa Sanpaolo Research elaboration on Bloomberg data at 08:59.
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A2A: lower yoy results, but above consensus
A2A reported lower year-on-year 1H20 results, but slightly above Bloomberg consensus 
expectations. As expected, the performance was weighed on by a negative energy 
scenario which mainly impacted the Generation business unit. Based on the 
information currently available, A2A believes that the Covid-19 crisis should have an 
impact of EUR 10-20M on full-year 2020 EBITDA vs 2019 while the impact on net working 
capital is estimated at c.EUR 100M at year-end, before then being progressively 
reabsorbed during 2021. We confirm our NEUTRAL Credit View on A2A. 

1H20 results 

EBITDA was down 4% yoy, to EUR 559M (Bloomberg: EUR 550M). The performance was 
mainly due to the result recorded by the Generation business unit (-16% yoy) based on 
lower energy prices and volumes sold, partially offset by the company’s hedging policy, 
better results from ancillary services (MSD), and lower operating costs. In Q2, EBITDA was 
down 10% yoy, at EUR 228M (Bloomberg: EUR 219M). EBIT decreased by 14%, to EUR 
281M, due to higher D&A (+8% yoy) and increased provisions vs 1H19 (which benefitted 
from a EUR 4M provision release). Net profit after minorities amounted to EUR 154M (-7% 
yoy), due to lower net financial expenses (-40% yoy) and lower taxes. Net debt was EUR 
3,433M vs EUR 3,154M at YE19, and EUR 3,311M net of change-in-perimeter effects (EUR 
122M). Capex were broadly in line with 1H19 (EUR 250M) while working capital was 
negative for EUR 121M, impacted by Covid-19 effects: ie, difficulties in making 
payments for retail customers (around EUR 35M) and administrative cash-in delays 
(around EUR 45M). Leverage (net debt/EBITDA ratio) was 2.8x vs 2.6x at year-end 2019.

Outlook 

A2A estimates a net negative impact from the Covid-19 crisis compared with 2019 of 
EUR 10-20M, mainly deriving from: i) a slowdown in commercial activities (in particular, 
in the Market and Waste BU) and lower consumption of electricity, gas, heat and water; 
and ii) direct costs arising from the management of the health emergency situation 
(eg, purchase of PPE, ICT supplies for collective smart working, extraordinary 
contributions to municipalities). Based on these hypotheses, A2A confirmed the 
previously provided 2020 full-year EBITDA guidance of EUR 1,140M (in line with 
Bloomberg consensus), including EUR 20M of extraordinary items. Regarding working 
capital, the company expects that tensions experienced in the first half will continue to 
be seen through the end of 2020 (around EUR 100M estimated for NWC), before then 
being progressively reabsorbed during 2021. Based on capex of EUR 670-710M (EUR 
627M in 2019), net cash flow at year-end is expected to be c. -EUR 300M (excluding 
M&A impact).

EBITDA breakdown analysis by division

The 1H20 EBITDA breakdown showed: i) Generation down 16% yoy, weighed on by the 
negative energy scenario partly offset by hedging strategies, higher hydroelectric 
productions, and a better ancillary service market (MSD); ii) Market EBITDA down 3% 
yoy, but broadly flat net of non-recurring items (+EUR 3M in 2019), with lower gas 
volumes (due to the mild temperatures and lockdown) and a lower contribution from 
white certificates, offset by higher B2B electricity volumes and operating cost reduction; 
iii) Waste EBITDA up 7%, driven by M&A and higher treatment prices, which more than 
offset the effects of lower electricity prices and lower waste volumes (collection -6% yoy 
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and treatment -4% yoy); and iv) Network and DH EBITDA down 3% yoy, mainly 
attributable to a poor district heating performance (-EUR 5M), due to lower volumes 
sold due to temperature effects and the Covid-19 health emergency.

A2A main results
EUR M 2019A 1H19A 1H20C 1H20A % yoy 2020G

Revenues 7,324 3,711 3,181 -14.3

EBITDA 1,234 582 550 559 -4.0 ~ 1,140

EBITDA ordinary 1,192 575 98 553 -4.0

EBITDA margin % 16.8 15.7 17.6  

Generation 301 117 98 -16.2

Market 229 116 113 -2.6

Waste 271 135 144 6.7

Networks & DH 461 227 220 -3.1

International -3 -1 -1 0.0

Corporate -36 -12 -15 -25.0

EBIT 687 327 271 281 -14.1

EBIT margin % 9.4 8.8 8.8  

Group net profit 389 166 147 154 -7.2 ~ 690

Capex 627 252 253 250 -0.8

Net debt 3,154 3,500 3,433 8.8

Net debt/EBITDA (x) 2.6  2.9 2.8  

A: actual; C: consensus: G: guidance. Source: Intesa Sanpaolo Research 
elaboration on Company and Bloomberg data

A2A cash flow, 1H20 (EUR M)

Source: Company data
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Acea: positive 1H20, EBITDA guidance raised
Acea posted a positive 1H20 performance, with results slightly above consensus 
expectations. The performance was driven by regulated activities, which in 1H20, 
contributed around 86% of total EBITDA. Based on these results, Acea raised its 2020 
guidance to over 8% growth in EBITDA compared to 2019 (previous guidance: +6%-8%). 
We confirm our NEUTRAL Credit View on Acea. 

1H20 results 

Acea’s EBITDA rose by 13% yoy, to EUR 569M (Bloomberg: EUR 553M), driven by: i) the 
Water division (+25% yoy), due to a larger perimeter (manly Acquedotto del Fiora, 
+ EUR 28M), investments made in past years and higher tariffs; and ii) by the Energy 
Infrastructure division (+7% yoy), due to tariff and regulatory effects. The Environment 
business performance was negative (-22% yoy), mainly weighed on by the end of CIP6 
incentives, only partially offset by a larger perimeter. Regulated activities contributed 
around 86% of total EBITDA. EBIT was EUR 277M, +7% yoy (Bloomberg: EUR 266M), mainly 
due to higher depreciation, reflecting the larger perimeter, and increased capex. 
Group net profit was up 1% yoy, to EUR 144M, partly reflecting positive non-recurring 
items posted in 1H19. Net debt amounted to EUR 3,528M vs EUR 3,063M at year-end 
2019 while leverage (net debt/EBITDA ratio) was 3.2x vs 2.9x. The debt increase mainly 
reflected: i) higher capex (+20% yoy), of which around 87% of the total was deployed 
for regulated activities; and ii) a c.EUR 210M working capital impact, mainly due to 
seasonal effects, and to the impact of the Covid-19 emergency for 
c.EUR 120M (c.EUR 60M due to delays in collections by Acea Energia and water 
companies, and c.EUR 60M due to deferred collection of regulatory items).

2020 EBITDA guidance raised 

Acea raised its full-year guidance for EBITDA to growth of over 8% growth compared to 
2019 (previous guidance: +6-8%). When asked about the drivers for this increase, 
management highlighted that in 1H, organic growth was 8%, mainly driven by 
regulated activities, a rate of growth that it expected to be at least confirmed in H2. 
Net debt guidance was confirmed at EUR 3.45-3.55Bn, factoring in capex broadly in 
line with 2019 (at c. EUR 800M) and partial reabsorption of the working capital 
deterioration due to Covid-19 (forecast at c.EUR 50M at year-end).

EBITDA breakdown analysis by division

Acea’s 1H20 EBITDA breakdown showed the following: i) Water division (including gas 
distribution) up 25% yoy, driven by the consolidation of Acquedotto del Flora from 
October 2019 (+EUR 28M) and higher tariffs. Divisional capex rose by 36% yoy (c.56% of 
total); ii) Energy Infrastructure (generation, electricity distribution and public lighting) up 
7% yoy, with positive electricity distribution (+8% yoy) driven by tariffs and regulatory 
effects. Capex were up 6% yoy, to EUR 141M (34% of total); iii) Commercial & Trading 
division (energy management and sales) down 5% yoy, weighed on by regulatory 
effects and a reduction in business customers’ consumption in the March-June period 
due to the Covid-19 emergency; and iv) Environment division (waste treatment, 
recovery, recycling and disposal, WTE) down 22% yoy (-EUR 7M), with the impact of the 
expiration of incentives (CIP6) of -EUR 18M only partly offset by M&A, higher disposal 
prices and higher volumes.
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Acea main results
EUR M 2019A 1H19A 1H20A 1H20A %yoy 2020G

Revenues 3,186 1,553 1,600 1,622 4.4

EBITDA 1,042 503 553 569 13.2 > 1,125

EBITDA margin % 32.7 32.4 34.6 35.1  

Water 505 244 305 25.0

Energy Infrastructures 392 193 206 6.6

Comm. & Trading 69 31 30 -4.5

Environment 52 34 26 -21.8

Overseas 17 8 14 75.0

Engineering 13 7 6 -14.3

EBIT 518 260 266 277 6.5

EBIT margin % 16.3 16.7 16.6 16.7  

Net profit 284 143 138 144 0.6

Capex 793 342 390 411 20.1 ~ 800

Net debt 3,063  3,511 3,528 14.6 ~ 3,500*

Net debt/EBITDA (x) 2.9  3.2 3.2  

A: actual; C: consensus: G: guidance; * mid-point of provided guidance. Source: 
Intesa Sanpaolo Research elaboration on Company and Bloomberg data

Acea EBITDA breakdown (1H20)

Source: Company data
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Hera: solid 1H20, in line with consensus 
Hera reported solid 1H20 results, broadly in line with consensus expectations. The health 
emergency impacted all business areas, by roughly EUR 30M overall, entirely due to 
non-recurring effects, according to Hera, and in line with its previous indications. This 
negative effect was more than offset by the consolidation of EstEnergy Group 
(following the partnership with Ascopiave) and improved efficiencies. Cash generation 
was confirmed as solid, benefitting from positive working capital management. In our 
view, Hera’s 1H20 performance confirmed the group’s business resiliency, showing that 
the economic crisis should have a limited impact. We confirm our POSITIVE Credit View 
on Hera.

1H20 results

EBITDA was up by 2.5% yoy, to EUR 560M. The performance was driven by both organic 
growth (+EUR 19M) and M&A activity (+EUR 32M), which allowed Hera to fully offset the 
impact of Covid-19 (EUR 29.8M), and of mild temperatures (EUR 7.5M). Network 
activities (regulated) accounted for about 40% of total EBITDA. In Q2, EBITDA was down 
2% yoy, at EUR 211M (Bloomberg: EUR 212M). EBIT was up 2.4% yoy, mainly reflecting the 
higher D&A costs. Net income after minorities was flat yoy, at EUR 166M. Net debt at 
end of June was EUR 190M lower than at year-end 2019, at EUR 3,084M. Cash 
generation allowed Hera to cover higher investments (+16% yoy), and to finance M&A 
transactions and shares buybacks (for a total of EUR 16.4M). The annual dividend 
payment was postponed to July; however, factoring in the related EUR 164.5M cash-
out, the net debt position improved vs year-end 2019, we calculate by c.-1%. For 1H20, 
working capital management was confirmed to be solid, with a positive contribution of 
EUR 93M partly reflecting seasonal effects. The net debt/EBITDA ratio was 2.8x (2.95x if 
we consider dividends paid in July) vs 3.02x at year-end 2019. The ratio was 2.35x 
excluding the put option on EstEnergy (2.55x at year-end 2019).

EBITDA breakdown analysis by division

The 1H20 EBITDA breakdown by business area showed the following: i) Electricity EBITDA 
(electricity production, distribution and sales) was up 12% yoy, to EUR 97M, driven by 
acquisitions (EstEnergy Group), and ancillary services. The number of customers 
increased by 14% yoy, to slightly over 1.3 million. The electricity segment accounted for 
about 17% of group EBITDA; ii) Waste EBITDA (including waste collection, treatment and 
disposal services) decreased by 3% yoy, to EUR 122M, mainly due to the end of 
incentives for the Ferrara WTE plant (-EUR 3M) and impact of the Covid-19 pandemic 
on waste volumes, partly offset by the positive trend in prices for special waste 
treatment and the newly acquired landfill in Pistoia. The division accounted for c.22% 
of Hera’s EBITDA; iii) Water EBITDA was flat yoy, at EUR 123M, with efficiencies offsetting 
lower revenues from new connections, customer requests and subcontracted works. 
The division accounted for c.22% of Hera’s EBITDA; and iv) EBITDA for the Gas segment 
(services in natural gas distribution and sales, district heating and heat management) 
was up 3% yoy, due to the inclusion of the companies belonging to the EstEnergy Group 
and AmgasBlu, which offset the lower volumes of gas sold and lower margins for district 
heating and heat management, due to the mild temperatures experienced in 1H20. 
The overall number of gas customers increased by almost 560,000, reaching a total of 
over 2 million, mainly due to the transaction with Ascopiave. The division accounted for 
c.36% of group EBITDA.
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Hera main results 
EUR M 2019A 1H19A 1H20C 1H20A % yoy 

EBITDA 1,085 546 560-565 560 2.5

EBITDA margin % 14.6 15.1 15.4

Gas 342 196 201 2.7

Electricity 179 86 97 12.3

Water 265 123 123 0.0

Waste 264 126 122 -3.1

EBIT 543 289 293-297 296 2.4

EBIT margin % 7.3 8.0 8.2

Group net profit 402 166 165 166 0.0

Capex 534 207 271 241 16.2

Net debt 3,274 3,341 3,084 -5.8

Net debt/EBITDA (x) 3.02  3.0 2.81  

Net debt adj.* 3,274 3,248 -0.8

Net debt adj.* 3.02   2.95  

A: actual; C: consensus: G: guidance; * calculated including dividend payment. 
Source: Intesa Sanpaolo Research elaboration on Company and Bloomberg data

Hera EBITDA drivers, 1H20 (EUR M)

Source: Company data

Hera cash flow, 1H20 (EUR M)

Source: Company data
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Iren: resilient 1H, EBITDA guidance raised
Despite the materially weaker performance of the Energy business unit, Iren posted 
resilient 1H20 results, benefitting from its diversified business mix, and from the 
contribution of regulated (c.46% of consolidated EBITDA) and quasi-regulated activities 
(c. 24%). In light of the visibility achieved after H1, Iren raised its EBITDA guidance, 
reflecting expectations of a less severe impact from Covid-19 (EUR 15M vs the previous 
EUR 25-30M). In May 2020, Iren lowered its forecast for 2020 EBITDA to EUR 880-890M from 
EUR 900-910M. We note that new guidance (EUR 905-915M) is slightly above the pre-
revision target. We confirm our NEUTRAL Credit View on Iren. 

1H20 results 

EBITDA was down 1% yoy, to EUR 473M (in line with Bloomberg consensus), up 4% yoy 
when excluding 2020 and 2021 non-recurring items (total net balance of EUR 20M), with 
a negative performance from the Energy business (-24% yoy) offset by improvements 
from the Market (+57% yoy) and Networks (+4% yoy ) business units. According to Iren, 
the negative impact on EBITDA generated by the Covid-19 crisis was EUR 10M. In 2Q, 
EBITDA was down 2% yoy, to EUR 199M (Bloomberg: EUR 198M). EBIT was EUR 232M (-
10% yoy), reflecting higher D&A costs and higher provisions for bad debt mainly related 
to the health crisis. The net financial position increased by EUR 213M vs year-end 2019, 
to EUR 2,919M, reflecting: i) EUR 254M of technical investments (+29% yoy); and ii) a EUR 
118M negative working capital impact, of which EUR 50M was due to provisions for bad 
debt related to Covid-19. The net debt/EBITDA ratio was 3.2x vs 3.0x at YE19 (3.1x at 
1Q20). At the end of June, 96% of Iren’s gross debt was at fixed interest rates and the 
average long-term debt duration was about six years (vs 5.3 years in June 2019). The 
average cost of debt was 2.2% vs 2.5% in 1H19.

2020 EBITDA guidance raised

In light of the visibility achieved after H1, Iren improved its EBITDA guidance to reflect a 
forecast less severe impact from Covid-19 (EUR 15M vs the previous EUR 25/30M). At the 
same time, Iren management confirmed expectations for a net working capital 
increase of EUR 80M and credit losses of around EUR 25M. The new 2020 guidance 
envisages: i) EBITDA of EUR 905-915M (of which EUR 5-7M from M&A) vs the previous EUR 
880-890M; ii) a net debt/EBITDA ratio of c.3.5x (of which 0.2x from M&A) vs the previous 
3.4-3.5x; and iii) capex of c.EUR 650M (in line with previous expectations). Iren expects 
to present its updated strategic plan by the end of September.

EBITDA breakdown analysis by division

The 1H20 EBITDA breakdown showed the following results: i) Energy (generation, district 
heating and energy efficiency) down 24% yoy (-13% yoy net of non-recurring items for 
2020 and 2021), weighed on by lower prices and lower volumes (due to the health crisis 
and mild temperatures); ii) Market up 57% yoy, driven by higher margins, more than 
offsetting the lower volumes due to lockdown. During 1H20, the customer base 
increased by about 47,000 (of which 21,000 related to the SanremoLuce acquisition), 
reaching 1.863 million. For full-year 2020, Iren expects to see a stabilisation of the 
recovery in gas and electricity margins; iii) Networks (electricity, gas and water) up 3.5% 
yoy, driven by higher revenues (RAB growth) and synergies; and iv) Waste down 4% yoy, 
mainly due to the lower prices of electricity produced by the waste-to-energy plants 
(WTE) and lower volumes of special waste treated and disposed of. For 2020, Iren 
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expects waste results to be slightly above those recorded in 2019, with consolidation 
activities offsetting the Covid-19 impacts.

Iren main results 
EUR M 2019A 1H19A 1H20C 1H20A yoy% 2020G

Revenues 4,275 2,238 1,901 1,826 -18.4

EBITDA 917 478 474 473 -1.0 905-
915

EBITDA margin % 21.5 21.4 25.9  

Energy 274 166 127 -23.5

Networks 164 77 78 1.3

Water 209 95 101 5.2

Market 110 55 86 57.0

Waste 158 84 80 -3.8

Services and other 2 1 1 0.0

EBIT 452 258 208 232 -10.0

EBIT margin % 10.6 11.5 12.7  

Group net profit 237 151 133 -11.9

Capex 524 197 254 28.9 ~650

Net Debt 2,706  2,937 2,919 7.9

Net Debt/EBITDA (x) 3.0  3.0 3.2  ~3.5

A: actual; C: consensus: G: guidance. Source: Intesa Sanpaolo Research 
elaboration on Company and Bloomberg data

Iren cash flow, 1H20 (EUR M)

Source:  Company data

Iren: Energy business unit

Source: Company data

Iren: Energy business unit

Source: Company data
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Disclaimer
Analyst certification
The financial analyst who prepared this report, and whose name and role appear on the first page, certifies that:
1. The views expressed on the companies mentioned herein accurately reflect independent, fair and balanced personal views; 2. No direct 
or indirect compensation has been or will be received in exchange for any views expressed. 

Specific disclosures
 Neither the analyst nor any person closely associated with the analyst has a financial interest in the securities of the companies.

 Neither the analyst nor any person closely associated with the analyst serves as an officer, director or advisory board member of the 
companies.

 The analyst named in the document is a member of AIAF.

 The analyst named in this document is not registered with or qualified by FINRA, the U.S. regulatory body with oversight over Intesa 
Sanpaolo IMI Securities Corp. Accordingly, the analyst may not be subject to FINRA Rule 2241 and NYSE Rule 472 with respect to 
communications with a subject company, public appearances and trading securities in a personal account. For additional 
information, please contact the Compliance Department of Intesa Sanpaolo IMI Securities Corp. at 212-326-1133.

 The analyst of this report does not receive bonuses, salaries, or any other form of compensation that is based upon specific investment 
banking transactions.

 The research department supervisors do not have a financial interest in the securities of the companies.

This research has been prepared by Intesa Sanpaolo SpA, and is distributed by Intesa Sanpaolo SpA, Intesa Sanpaolo-London Branch (a 
member of the London Stock Exchange) and Intesa Sanpaolo IMI Securities Corp. (a member of the NYSE and FINRA). Intesa Sanpaolo 
SpA accepts full responsibility for the contents of this report and also reserves the right to issue this document to its own clients. Intesa 
Sanpaolo SpA, is authorised by the Banca d'Italia and is regulated by the Financial Services Authority in the conduct of designated 
investment business in the UK and by the SEC for the conduct of US business.
Opinions and estimates in this research are as at the date of this material and are subject to change without notice to the recipient. 
Information and opinions have been obtained from sources believed to be reliable, but no representation or warranty is made as to their 
accuracy or correctness. Past performance is not a guarantee of future results. The investments and strategies discussed in this research 
may not be suitable for all investors. If you are in any doubt you should consult your investment advisor.
This report has been prepared solely for information purposes and is not intended as an offer or solicitation with respect to the purchase or 
sale of any financial products. It should not be regarded as a substitute for the exercise of the recipient’s own judgment. No Intesa Sanpaolo 
SpA entity accepts any liability whatsoever for any direct, consequential or indirect loss arising from any use of material contained in this 
report. This document may only be reproduced or published together with the name of Intesa Sanpaolo SpA.
Intesa Sanpaolo SpA has in place the Conflicts of Interest Management Rules for managing effectively the conflicts of interest which might 
affect the impartiality of all investment research which is held out, or where it is reasonable for the user to rely on the research, as being an 
impartial assessment of the value or prospects of its subject matter. A copy of these Rules are available to the recipient of this research 
upon making a written request to the Compliance Officer, Intesa Sanpaolo SpA, C.so Matteotti n° 1, 20121 Milan (MI) Italy. Intesa Sanpaolo 
SpA has formalised a set of principles and procedures for dealing with conflicts of interest (“Rules for Research”). The Rules for Research is 
clearly explained in the relevant section of Intesa Sanpaolo’s web site (www.intesasanpaolo.com).
Member companies of the Intesa Sanpaolo Group, or their directors and/or representatives and/or employees and/or persons closely 
associated with them, may have a long or short position in any securities mentioned at any time, and may make a purchase and/or sale, 
or offer to make a purchase and/or sale, of any of the securities from time to time in the open market or otherwise.
Intesa Sanpaolo SpA issues and circulates research to Major Institutional Investors in the USA only through Intesa Sanpaolo IMI Securities 
Corp., 1 William Street, New York, NY 10004, USA, Tel: (1) 212 326 1150. 
This document has been prepared and issued for, and thereof is intended for use by, MiFID II eligible counterparties/professional clients 
(other than elective professional clients) or otherwise by market professionals or institutional investors only, who are financially sophisticated 
and capable of evaluating investment risks independently, both in general and with regard to particular transactions and investment 
strategies.
Person and residents in the UK: This document is not for distribution in the United Kingdom to persons who would be defined as private 
customers under rules of the Financial Conduct Authority.
US persons: This document is intended for distribution in the United States only to Major US Institutional Investors as defined in SEC Rule 15a-
6. US Customers wishing to effect a transaction should do so only by contacting a representative at Intesa Sanpaolo IMI Securities Corp. in 
the US (see contact details above).

Distribution Method
This document is for the exclusive use of the person to whom it is delivered by Intesa Sanpaolo 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. 
The copyright and all other intellectual property rights on the data, information, opinions and assessments referred to in this information 
document are the exclusive domain of the Intesa Sanpaolo banking group, unless otherwise indicated. Such data, information, opinions 
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and assessments cannot be the subject of further distribution or reproduction in any form and using any technique, even partially, except 
with express written consent by Intesa Sanpaolo. 
Persons who receive this document are obliged to comply with the above indications.

Coverage policy and frequency of research reports

The list of companies covered by the Research Department is available upon request. Intesa Sanpaolo SpA aims to provide continuous 
coverage of the companies on the list in conjunction with the timing of periodical accounting reports and any exceptional event that 
affects the issuer’s operations. In the case of a short note, we advise investors to refer to the most recent company report published by 
Intesa Sanpaolo SpA’s Research Department for a full analysis of company profile/strategy, risks and recommendation methodology. 
Research qualified as a minor non-monetary benefit pursuant to provisions of Delegated Directive (EUR) 2017/593 is freely available on 
the IMI Corporate & Investment Banking Division website (www.imi.intesasanpaolo.com); all other research is available by contacting 
your sales representative.

Credit Research Publications in Last 12M
The list of all recommendations on any financial instrument or issuer produced by Intesa Sanpaolo Research Department and distributed 
during the preceding 12-month period is available on the Intesa Sanpaolo website at the following address: 
https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/archive-of-intesa-sanpaolo-group-s-conflicts-of-interest0

Valuation methodology 
Intesa Sanpaolo’s credit views are based on the expected trend of the company’s fundamentals. The view reflects the sector trend and 
the competitive scenario, the company’s financial strength, as well as its profitability outlook and competitive positioning. In our credit 
quality valuation, we consider management’s intention and ability to meet debt obligations, the company’s dividend policy and, in 
general, its attention to bondholders’ interests. Among key financial ratios, for those sectors where relevant, we assess the company’s ability 
to generate operating cash flow, its capacity to repay maturing debt through cash flow, its net interest coverage ratio and capital ratios.
In the case of significant events, which could determine a change in our credit view, we may place our recommendation under review. 
This review does not necessarily imply a change in the credit view.  

Corporate credit view key
Credit rating key
Credit view Definition
POSITIVE We expect an improvement in fundamentals over the next six months
NEUTRAL We expect substantially stable fundamentals over the next six months
NEGATIVE We expect a deterioration in fundamentals or visibility on fundamentals over the next six months
SUSPENDED The credit view and investment recommendation for this company have been suspended as there is not a sufficient fundamental 

basis for determining an investment view. The previous credit view, if any, is no longer in effect for this company
NOT ASSIGNED The company is or may be covered by the Research Department but no credit view and investment recommendation are assigned 

either voluntarily or to comply with applicable regulations and/or firm policies in certain circumstances.

Historical Credit View and Investment Recommendation Changes
A2A - Historical Credit View (-1Y)
Date Credit View

A2A - Historical Investment Recommendations (-1Y)
Date Investment Grade Senior Unsecured

Acea - Historical Credit View (-1Y)
Date Credit View

Acea - Historical Investment Recommendations (-1Y)
Date Investment Grade Senior Unsecured
14-May-20 BUY

Hera - Historical Credit View (-1Y)
Date Credit View

Hera - Historical Investment Recommendations (-1Y)
Date Investment Grade Senior Unsecured

Iren - Historical Credit View (-1Y)
Date Credit View
30-Oct-19 NEUTRAL

Iren - Historical Investment Recommendations (-1Y)
Date Investment Grade Senior Unsecured
16-Sep-19 HOLD Credit View 

allocations
Intesa Sanpaolo Research Credit View distribution at July 2020
Number of Companies subject to credit views: 23** Positive Neutral Negative
Total Credit Research coverage - last credit view (%) 13.0 69.6 17.4
of which Intesa Sanpaolo's clients* (%) 67 88 75

(*) Companies on behalf of whom Intesa Sanpaolo and the other companies of the Intesa Sanpaolo Group have provided corporate and investment banking services in the last 
12 months; percentage of clients in each rating category; ** Total number of companies covered is 33.

Investment recommendations

https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/archive-of-intesa-sanpaolo-group-s-conflicts-of-interest0
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Intesa Sanpaolo’s recommendations on the issuer(s) bonds or relative CDS are based on the following rating system:
Investment recommendation
Recommendation Definition
BUY We expect the bond or CDS subject to the recommendation to outperform the reference index, sector or benchmark in a 

period up to six months
HOLD We expect the bond or CDS subject to the recommendation to perform in line with the reference index, sector or 

benchmark in a period up to six months
SELL We expect the bond or CDS subject to the recommendation to underperform the reference index, sector or benchmark in a 

period up to six months

Company-specific disclosures
Intesa Sanpaolo S.p.A. and the other companies belonging to the Intesa Sanpaolo Banking Group (hereafter the “Intesa Sanpaolo Banking 
Group”) have adopted written guidelines ”Organisational, Management and Control Model” pursuant to Legislative Decree 8 June 2001 
no. 231 (available at the Intesa Sanpaolo website, https://group.intesasanpaolo.com/en/governance/leg-decree-231-2001) setting forth 
practices and procedures, in accordance with applicable regulations by the competent Italian authorities and best international practice, 
including those known as Information Barriers, to restrict the flow of information, namely inside and/or confidential information, to prevent 
the misuse of such information and to prevent any conflicts of interest arising from the many activities of the Intesa Sanpaolo Banking 
Group, which may adversely affect the interests of the customer in accordance with current regulations. 
In particular, the description of the measures taken to manage interest and conflicts of interest – related to Articles 5 and 6 of the 
Commission Delegated Regulation (EU) 2016/958 of 9 March 2016 supplementing Regulation (EU) No. 596/2014 of the European Parliament 
and of the Council with regard to regulatory technical standards for the technical arrangements for objective presentation of investment 
recommendations or other information recommending or suggesting an investment strategy and for disclosure of particular interests or 
indications of conflicts of interest as subsequently amended and supplemented, the FINRA Rule 2241, as well as the Financial Conduct 
Authority 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 to in research products produced by analysts at Intesa Sanpaolo S.p.A. is available 
in the "Rules for Research " and in the extract of the "Corporate model on the management of inside information and conflicts of interest" 
published on the website of Intesa Sanpaolo S.p.A. 
At the Intesa Sanpaolo website, webpage https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/archive-of-intesa-
sanpaolo-group-s-conflicts-of-interest you can find the archive of disclosure of interests or conflicts of interest of the Intesa Sanpaolo Banking 
Group in compliance with the applicable laws and regulations.
Furthermore, we disclose the following information on the Intesa Sanpaolo Banking Group’s conflicts of interest.

 One or more of the companies of the Intesa Sanpaolo Banking Group plan to solicit investment banking business or intends to seek 
compensation from A2A in the next three months

 One or more of the companies of the Intesa Sanpaolo Banking Group have granted significant financing to A2A and its parent and 
group companies

 One or more of the companies of the Intesa Sanpaolo Banking Group plan to solicit investment banking business or intends to seek 
compensation from Acea in the next three months

 One or more of the companies of the Intesa Sanpaolo Banking Group have granted significant financing to Acea and its parent and 
group companies

 One or more of the companies of the Intesa Sanpaolo Banking Group have been lead manager or co-lead manager over the previous 
12 months of any publicly disclosed offer of financial instruments of Acea

 One or more of the companies of the Intesa Sanpaolo Banking Group plan to solicit investment banking business or intends to seek 
compensation from Hera in the next three months

 One or more of the companies of the Intesa Sanpaolo Banking Group have granted significant financing to Hera and its parent and 
group companies

 One or more of the companies of the Intesa Sanpaolo Banking Group plan to solicit investment banking business or intends to seek 
compensation from Iren in the next three months

 One or more of the companies of the Intesa Sanpaolo Banking Group have granted significant financing to Iren and its parent and 
group companies

 One or more of the companies of the Intesa Sanpaolo Banking Group have been lead manager or co-lead manager over the previous 
12 months of any publicly disclosed offer of financial instruments of Iren

https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/archive-of-intesa-sanpaolo-group-s-conflicts-of-interest
https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/archive-of-intesa-sanpaolo-group-s-conflicts-of-interest
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