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Who holds the BTPs? Dissecting Italian public debt investor base
by Dr. Luca Cazzulani, Deputy Head of FI Strategy (UniCredit Bank, Milan)

■

■

Who are the BTP investors? How much debt is held
domestically? These are two frequently asked questions.
In this note we look at these issues, and how demand by
the different investor categories has evolved over time.

CHART 1: BREAKDOWN BY INVESTORS (TOTAL DEBT)

In a nutshell, Italy’s market debt is held mainly by
institutional domestic investors. Non-residents account for
36%. This share includes the Eurosystem (around 3%
including the SMP and the PSPP) and the BTPs held by
foreign branches of Italian funds (approx. 7/8%), hence
the amount of government debt held by non-Italian
investors is even lower.
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The last few weeks of volatility in Italy’s credit spread have
revamped investor interest in a number of Italian statistics.
Two frequently asked questions have been: Who are the
BTP investors? and How much debt is held domestically? In
this note we look at these issues, and how demand from the
different investor categories has evolved over time.
In a nutshell, Italy’s market debt is held mainly by institutional
domestic investors (around 20% by the Bank of Italy, 20% by
banks and 22% by other financial institutions). Non-residents
account for 36%. This share includes the Eurosystem (approx.
3% including the SMP and the PSPP) and the stock held by
foreign branches of Italian funds (around 7/8%) and, hence, is
an overestimate of the debt held by non-Italian investors.
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The following table shows the amounts held by the
various types of investor broken down into securities and
other instruments.
TABLE 1: ITALY’S DEBT BY INVESTOR TYPE

EUR
bn

One of the most important metrics investors look at in a
country is the level of public debt. However, the next most
important characteristic of a country public debt is its holders’
composition and how demand has evolved over time.
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Who holds Italy’s debt? The big picture
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Data on debt and the main investor categories are published
by the bank of Italy. The data is updated around mid-month
and the data have a lag of three months.

85% of total debt consists of securities (BTPs, BOTs, CCTeus)
and 15% is in non-market instruments. Not surprisingly, the
latter is mostly held domestically and in particular by banks.
The investor breakdown of non-market debt has been pretty
stable over the last ten years.

The most recent month for which the breakdown is available
is February 2018, when total public debt (market securities
and other instruments, such as bank loans) was EUR 2.28tn.
Chart 1 shows the breakdown of total debt (including nonmarket instruments) by the main investor categories.

Market securities have a more diversified investor base,
with more lively dynamics, which we will discuss in the
following sections.
We use Bank of Italy data to calculate a breakdown by
different investor types across BTPs, CCTs and BOTs. CCTs
are mainly held by domestic banks, with foreign investors
representing just 20% of the market. BOTs are mostly held
abroad, demand from foreign investors has increased
significantly since the start of QE. Finally, BTPs are held by
all types of investor, insurance companies (InCo), banks and
the Bank of Italy are the larger domestic players.
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TABLE 2: BREAKDOWN BY ASSET AND INVESTOR
BTPs
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domestic government bonds. The reduction since the start of
QE in March 2015 has amounted to EUR 70bn in absolute
terms (around 6pp as a share of total debt).
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CHART 3: ITALIAN BANKS HAVE REDUCED THEIR EXPOSURE
TO BTPS
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Changes in demand since the start of QE
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The first issue we want to analyze is how the investor base has
changed in recent years in response to the ECB’s quantitative
easing program (QE). Since the start of the program in March
2015, Italy’s debt securities have risen by EUR 100bn. The
Bank of Italy (surprise!) has been the main buyer; the main
sellers have been banks and households, while non-residents
have kept their exposure broadly stable. However, if we focus
on the portion of debt held by non-residents excluding holdings
by foreign branches of Italian funds, then selling by foreign
investors appears to have been relevant.
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Interestingly, the latest stability report by the Bank of Italy
shows in an ad hoc study that the reduction in government
bonds has been more relevant for larger banks, while the
smaller ones have kept their portfolios comparatively more
stable. Chart 4 shows that banks in all eurozone countries
have been sellers of domestic government bonds, with Italy
and Spain being the most active (numbers below the bars
denote the change in the ratio government bonds to total
assets). In the medium, our bias is that banks in the
periphery will progressively reduce their exposure to
domestic government bonds to become more in line with
core countries. From a short-term perspective, banks should
remain a source of demand in case a market shock occurs.

Starting from next year, we expect QE to be terminated, so net
issuance will have to be purchased by private investors. In
earlier publications we pointed out that this is not a cause for
concern as we expect only a moderate amount of net issuance.
In the light of recent developments in Italian politics, it will be
important to monitor the fiscal policy decisions closely.
CHART 2: WHO SOLD BTPS INTO QE?
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CHART 4: CHANGE IN THE STOCK OF DOMESTIC
GOVERNMENT BONDS SINCE THE START OF QE
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In the following sections we will look at the different investor
groups in more depth.
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Banks were important buyers during the early stage of the
sovereign debt crisis, increasing their portfolio to
EUR 430bn. Since the start of QE, and in particular over the
past year, banks have started to reduce their holdings of
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Finally, a breakdown of Italian banks’ portfolios by instrument
is available with monthly update. At the end of March, Italian
banks were holding 15% of the BTP market (EUR 245bn),
40% of the CCT market (EUR 55bn) 30% of the CTZ market
(EUR 12bn) and 10% of the BOT market (EUR 10bn).

rates, households now hold just EUR 1.5bn of BOTs (1% of
the stock), down from EUR 32bn in 1Q12, when BOT rates
were around 6%.
CHART 6: LOW YIELDS DRIVE INDIVIDUAL INVESTORS AWAY
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Financial institutions have also been important buyers of
Italian sovereign debt in 2012. Unlike banks, financial
institutions have not been selling BTPs in any meaningful
way during the period of QE, and currently hold about
EUR 420bn or 22% of the market. Financial institutions can
be broadly divided into insurance companies (InCo), pension
funds and asset managers. Pension funds in Italy are still
fairly small and amount to EUR 20bn. Insurance companies
account for EUR 300bn, while other financial institutions,
including asset managers, account for roughly EUR 100bn.
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CHART 5: INSURANCE COMPANIES, PENSION FUNDS AND
OTHER FINANCIAL INSTITUTIONS
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With yields declining, households have found it increasingly
less attractive to directly buy government bonds and have
turned progressively to asset managers. Chart 7 shows the
stock of government securities held by households along with a
measure of fund flows published by Assogestioni (the
association of Italian money managers). This chart highlights
that the reduction by the former went along with inflows in the
latter. Since mid-2012, households reduced their portfolios of
government bonds by EUR 200bn and inflows into fixed income
and balanced funds amounted to EUR 150bn. While the two
series cannot be mathematically summed, the message is clear:
1. the exposure of Italian households to domestic government
bonds has fallen by less than would be inferred from direct
holdings and 2. it has indeed decline somewhat due to asset
managers likely having more diversified portfolios.
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Insurance companies and pension funds are mainly invested
in BTPs, with CCTs and BOTs accounting for only a tiny
fraction of their portfolios. The most recent indication
concerning the maturity composition of their BTP portfolio
covers June 2017, when Insurance companies were holding
around EUR 200bn of Italian government securities with
maturity longer than 5-years, EUR 80bn of BTPs in the 2-5Y
area and EUR 30bn of Italian government bonds shorter than
2-years In the last five years, the maturity breakdown has
been rather stable, with a 55/60% allocation in maturities
beyond 5Y and about 20% in the 2-5Y bucket.

CHART 7:
FROM “DO-IT-YOURSELF” TO PROFESSIONAL INVESTMENT
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Individual investors accounted for as much as EUR 300bn in
June 2012. Since then, individual investors have
progressively reduced their portfolios and currently account
for around 100bn. The reduction has been significant, but
this trend needs to be put into context. As chart 5 shows, the
decline in government bond holdings has followed the strong
reduction in BTP yields. Unsurprisingly, given the negative
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Bank of Italy and QE
The bank bulletin reports that the Bank of Italy holds
EUR 368bn in Italian government bonds as of February 2018.
There are two reasons why the Bank of Italy buys BTPs: for
its own investment portfolio and in relation to monetary policy
programs (the SMP and QE).
The portfolio of government bonds related to its own
investments has been rather stable in the last few years; we
estimate it amounts to EUR 80/90bn.
The portfolio related to monetary policy programs (SMP and QE)
has been growing steadily since March 2015 and we
estimate it amounted to EUR 280bn in February 2018.
In terms of instrument breakdown, the Bank of Italy does not
hold bills and holds around EUR 22bn in CCTs. The
remaining is in BTPs (with various residual maturities).
Non-residents
The bank of Italy bulletin reports that EUR 690bn are held by
non-resident investors. It is important to consider that
1. this sum includes the share of PSPP and SMP purchases
held by the Eurosystem and 2. the definition of “non-resident”
refers to whether or not an investor is located in Italy.
With respect to what is held by the Eurosystem, we estimate
that the SMP and QE account for EUR 60bn.
The second point is also very important. The definition of
non-residents used in these figures may not be the most
appropriate to evaluate who holds the ultimate risk of Italian
bonds. Indeed, part of the Italian government debt is held by
foreign subsidiaries of Italian funds. If one wants to answer
the question of how much Italian debt is held by non-Italian
investors, this component should be removed. The bank of
Italy provides an estimate of the share of debt held by foreign
branches of Italian funds, which amounted to around 7pp of
the total market debt in 1Q16. We estimate that such share
has remained fairly stable in the last years. This means that
the share of Italian debt held by foreign investors (in the strict
sense of the word) is around 25%.
Author
Dr. Luca Cazzulani, Deputy Head of FI Strategy
(UniCredit Bank, Milan)
+39 02 8862-0640
luca.cazzulani@unicredit.eu
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Group does not have material financial or commercial interests in the companies or the securities that are the object of this report; (iv) the UniCredit Group is not involved in the
acquisition, sale and/or trading of the securities that are the object of this report; and (v) the UniCredit Group does not receive compensation for services rendered to the
companies that are the object of this report or to any related parties of such companies.
Notice to Canadian investors: This communication has been prepared by UniCredit Bank AG, which does not have a registered business presence in Canada. This
communication is a general discussion of the merits and risks of a security or securities only, and is not in any way meant to be tailored to the needs and circumstances of any
recipient. The contents of this communication are for information purposes only, therefore should not be construed as advice and do not constitute an offer to sell, nor a
solicitation to buy any securities.
Notice to Cyprus investors: This document is directed only at clients of UniCredit Bank who are persons falling within the Second Appendix (Section 2, Professional Clients) of
the law for the Provision of Investment Services, the Exercise of Investment Activities, the Operation of Regulated Markets and other Related Matters, Law 144(I)/2007 and
persons to whom it may otherwise lawfully be communicated who possess the experience, knowledge and expertise to make their own investment decisions and properly assess
the risks that they incur (all such persons together being referred to as “relevant persons”). This document must not be acted on or relied on by persons who are not relevant
persons or relevant persons who have requested to be treated as retail clients. Any investment or investment activity to which this communication related is available only to
relevant persons and will be engaged in only with relevant persons. This document does not constitute an offer or solicitation to any person to whom it is unlawful to make such
an offer or solicitation.
Notice to Hong Kong investors: This report is for distribution only to “professional investors” within the meaning of Schedule 1 to the Securities and Futures Ordinance
(Chapter 571, Laws of Hong Kong) and any rules made thereunder, and may not be reproduced, or used by or further distributed to any other person, in whole or in part, for any
purpose. This report does not constitute or form part of an offer or solicitation of any offer to buy or sell any securities, nor should it or any part of it form the basis of, or be relied
upon in connection with, any contract or commitment whatsoever. By accepting this report, the recipient represents and warrants that it is entitled to receive such report in
accordance with, and on the basis of, the restrictions set out in this “Disclaimer” section, and agrees to be bound by those restrictions.
Notice to investors in Ivory Coast: The information contained in the present report have been obtained by Unicredit Bank AG from sources believed to be reliable, however, no
express or implied representation or warranty is made by Unicredit Bank AG or any other person as to the completeness or accuracy of such information. All opinions and
estimates contained in the present report constitute a judgement of Unicredit Bank AG as of the date of the present report and are subject to change without notice. They are
provided in good faith but without assuming legal responsibility. This report is not an offer to sell or solicitation of an offer to buy or invest in securities. Past performance is not an
indicator of future performance and future returns cannot be guaranteed, and there is a risk of loss of the initial capital invested. No matter contained in this document may be
reproduced or copied by any means without the prior consent of Unicredit Bank AG.
Notice to New Zealand investors: This report is intended for distribution only to persons who are “wholesale clients” within the meaning of the Financial Advisers Act 2008
(“FAA”) and by receiving this report you represent and agree that (i) you are a “wholesale client” under the FAA (ii) you will not distribute this report to any other person, including
(in particular) any person who is not a “wholesale client” under the FAA. This report does not constitute or form part of, in relation to any of the securities or products covered by
this report, either (i) an offer of securities for subscription or sale under the Securities Act 1978 or (ii) an offer of financial products for issue or sale under the Financial Markets
Conduct Act 2013.
Notice to Omani investors: This communication has been prepared by UniCredit Bank AG. UniCredit Bank AG does not have a registered business presence in Oman and
does not undertake banking business or provide financial services in Oman and no advice in relation to, or subscription for, any securities, products or financial services may or
will be consummated within Oman. The contents of this communication are for the information purposes of sophisticated clients, who are aware of the risks associated with
investments in foreign securities and neither constitutes an offer of securities in Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the
Capital Market Law of Oman (Royal Decree 80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani securities in Oman as contemplated by
Article 139 of the Executive Regulations to the Capital Market Law (issued vide CMA Decision 1/2009). This communication has not been approved by and UniCredit Bank AG is
not regulated by either the Central Bank of Oman or Oman’s Capital Market Authority.
Notice to Pakistani investors: Investment information, comments and recommendations stated herein are not within the scope of investment advisory activities as defined in
sub-section I, Section 2 of the Securities and Exchange Ordinance, 1969 of Pakistan. Investment advisory services are provided in accordance with a contract of engagement on
investment advisory services concluded with brokerage houses, portfolio management companies, non-deposit banks and the clients. The distribution of this report is intended
only for informational purposes for the use of professional investors and the information and opinions contained herein, or any part of it shall not form the basis of, or be relied on
in connection with or act as an inducement to enter into, any contract or commitment whatsoever.
Notice to Polish Investors: This document is intended solely for professional clients as defined in Art. 3.39b of the Trading in Financial Instruments Act of 29 July 2005 (as
amended). The publisher and distributor of the document certifies that it has acted with due care and diligence in preparing it, however, assumes no liability for its completeness
and accuracy. This document is not an advertisement. It should not be used in substitution for the exercise of independent judgment.
Notice to Serbian investors: This analysis is only for distribution to professional clients (profesionalni klijenti) as defined in article 172 of the Law on Capital Markets.
Notice to UK investors: This communication is directed only at clients of UniCredit Bank who (i) have professional experience in matters relating to investments or (ii) are
persons falling within Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations, etc.”) of the United Kingdom Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 or (iii) to whom it may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This
communication must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this communication relates is available
only to relevant persons and will be engaged in only with relevant persons.
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