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Italian elections: What to expect? 
Bottom line  
 Italy will hold general elections next Sunday 24

th
 and Monday 25

th
 (until 15.00) of 

February. The result is uncertain, as the current Italian electoral system gives an automatic 
majority to the winning coalition in Congress, but not in the Senate, where the majority 
rule applies at a regional level. Control of the Senate is essential to govern in Italy.  

 Our baseline scenario (probability of 55%), which coincides with that of most analysts, is 
of a Bersani-Monti coalition, although we attach a significant probability to a Bersani 
outright victory (20%), the same as to a Berlusconi win (20%). A hung parliament, which 
is increasingly feared my markets and analysts, is unlikely (5%).  

 Under the baseline scenario, we would expect several structural reforms (with no 
meaningful labour market reform) and maintenance of fiscal austerity, but relatively high 
government instability.  

 Under such scenario we do not foresee problems of debt sustainability in Italy, but neither 
do we expect a significant pick-up of growth potential in the medium term (currently very 
low at below 1%). 

How does the electoral system work?  
Voters choose parties, and these may group into coalitions. In the congress, the winning 
coalition obtains automatically 55% of seats, while the rest are distributed among those 
parties or coalitions that pass a threshold. The threshold is 10% for coalitions and 4% for 
parties not in a coalition. Within a coalition, seats are distributed with D’Hont method (same as 
the one applied in Spain for congress). In the Senate, the same rule applies, but at a 
regional level, and with higher thresholds, i.e. 20% for coalitions and 8% for parties not in a 
coalition. There are 7 Senators for life that have been appointed in the past by the President 
of the Republic (Monti is one of them). The number of seat in the Congress is 630, while the 
number of senators is 315 (majority requires 158). Senators for life usually (but not always) 
vote with the majority. 

Which are the main coalitions and what would be their policies? 
 Centre-left: Led by Democratic Party (PD, Pier Luigi Bersani) with SEL (Nichi Vendola) as 

the main partner to its left. Mr Bersani was a minister under the Prodi government in 
2006, when he promoted reforms to liberalize pharmacies and taxi licenses. He has 
defended a pro-European stance, and though he has supported less austerity at a 
European level through more investment in infrastructure he is also committed with fiscal 
consolidation. Mr Vendola has governing experience as president of the Puglia region and 
opposes further labour market reforms. Even senior figures in the PD have opposed 
changes in labour laws at least in the short-term. 

 Centre-right: Led by the Popolo delle Libertà (PdL, Silvio Berlusconi) with the Northern 
League (NL, Roberto Maroni) as its main partner. Since the campaign started, Berlusconi 
has been strongly critical with Germany and at times has advocated the exit from the 
euro. Its main proposal is a reduction of taxes, especially an unpopular real estate tax 
(IMU), which would be suppressed 2013 and refunded for 2012. It is not clear who would 
be the Prime Minister under such coalition, though the latest news point to Berlusconi 
himself. Despite the opposition of the NL. 

http://serviciodeestudios.bbva.com/KETD/ketd/esp/index.jsp
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 Centre: Led by Mario Monti, and formed by a coalition of small parties whose most 
prominent figures are Pier Ferdinando Casini (UDC) and Gianfranco Fini (FL). Mr Monti 
strongly supports further reforms, including a further labour market reform. 

 Outsider: Five Star Movement (M5S, Giuseppe Grillo), which opposes austerity and the euro 
but lacks concrete proposals on economic policy. Grillo is a TV comedian who refuses to 
appear in traditional media and has based his campaign on the Internet and public 
gatherings. 

Will Bersani win the elections in the congress? 
Table 1 shows that the centre-right has gained in voting intentions over the past two 
months, although the lead of the PD coalition was on average still of 5 pp two weeks ahead of 
elections (the latest to be published). The recovery of Berlusconi is due to a dynamic campaign 
management, the Monte dei Paschi affair (which has damaged the PD as it is considered to 
have strong links with the bank) and to the PdL proposal to scrap the IMU tax. However, the 
momentum of the PdL is not very likely to have been maintained during the last two weeks 
of the campaign due to lack of new shock news and to the rise of Grillo in recent weeks, which 
could damage more the PdL as it shares its anti-austerity and anti-euro stance. This seems to be 
confirmed by recent attacks from Mr Berlusconi to M5S. Voters of the NL seem also to be 
attracted by M5S. Hence, we attach a high probability (75%) to a victory of the PD-led coalition 
at a national level, which will allow it to control the congress. 

Who will control the Senate? 
The result for the Senate is very uncertain even under a Bersani win at national level, as the 
largest regions are traditionally more biased to the right (Sicily) and/or the Northern League 
(Lombardy, Veneto). 

 If the centre-left coalition wins at national level, it would have to win all the smaller regions 
(which would be expected) and at least one of the largest ones. Veneto seems to be 
secured for the centre-right, but there is high uncertainty in Sicily and especially Lombardy. 

 If the centre-right coalition wins the congress, it would be easier for them to win the 
senate, as the majority premium is larger in the regions it tends to control. 

 If neither of the two main coalitions manages to control the senate, most probably it 
would be enough for the centre-left to join the senators of Monti’s coalition to obtain a 
majority. Monti’s backers have presented a unique list for the senate in order to be subject 
to the 8% threshold instead of the 20%. If the center left loses the largest 3 regions but wins 
the rest it, would obtain around 145 senators, while Monti is expected to have between 25 
and 30 senators, adding to more than 170, neatly above the majority of 158. Even if Mr 
Monti obtained an overall result of 10% (around 15 senators), it would be enough for a 
Bersani-Monti coalition. The probability of a hung parliament (with no majority for Bersani-
Monti in the senate) would go through a very close result at a national level (implying that 
the centre-left loses in smaller regions) together with a very poor result for Monti (below 
10% in several regions). The latter is unlikely, given its relatively stable share of 13%-15% 
during the campaign. 

Would a Bersani-Monti coalition be stable? 
Even if both coalitions have run with the possibility of such a government in mind, there have 
been criticisms against each other during the campaign, especially between Monti and Vendola. 
Monti has very recently declared that he sees it difficult to govern with the center-left, although 
we see it more as an effort of product-differentiation rather than a refusal to cooperate. It would 
be very difficult for Bersani to drop its minor partner SEL after the elections (as Monti has 
suggested at some point). Hence we see a Bersani-Monti coalition as an inevitable outcome if 
the numbers allow for it. 
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Such a coalition would not be very stable, since it would involve strong discrepancies over an 
eventual labour market reform, which seems to be required after the weak effects of the reform 
approved in early 2012 (a watered-down version of the initial proposal). Both SEL and parts of 
the PD oppose it, while it is one of the key proposals of Monti. Another source of political 
instability derives from the fact that Mr Monti’s coalition is composed of small parties or political 
figures which have in the past supported centre-right governments. The grip of Monti on its 
newly created coalition is unknown. 

What policies would follow a Bersani-Monti coalition, or a Bersani 
government? 
A Bersani-Monti coalition would continue to apply deficit-reduction plans despite the mild 
anti-austerity declarations during the campaign (both from Monti and the PD). The main 
imbalance of the Italian economy is its very high public debt (Chart 1), though its deficit is 
relatively low (2.8% of GDP in 2012, Chart 2), and the additional fiscal consolidation required to 
balance the structural deficit is very small (around 0.5% of GDP after 2013) it the current 
budget is applied. Mr Bersani knows that the main variable markets will be watching is its fiscal 
stance (even more than structural reforms) and he would make sure that fiscal targets are 
maintained. Efforts to soften this stance or to compensate it with other stimulus would be 
channeled through negotiations with the rest of the EU rather than though unilateral measures. 

On structural reforms we do not expect rapid progress. Apart from the labour market, reforms 
are required to liberalize professional services and network industries, improve efficiency of the 
public sector, including a reform of services provided by local governments, improving tax 
compliance and speeding up judiciary procedures. Monti has also proposed a shake-up of the 
education system. However, a reform of the electoral system seems to be higher in the agenda 
of the centre-left, despite the urgency of action on other areas in order to rise potential growth. 
The extent and speed of reforms will depend very much on the relative strength of Monti in the 
coalition. Were Mr Bersani to obtain a majority of its own, the pace and extent of reforms would 
be lower. 

What policies would follow a Berlusconi government? 
If the centre-right wins the elections, it would be more likely that they also obtain an outright 
majority in the senate than for the center-left, thus reducing the need to find a coalition partner. 
Otherwise, Berlusconi could try to join forces from Monti, under a pro-euro agenda which 
would imply a volte-face for Berlusconi but would be favoured by some members of his party. 
We do not foresee Berlusconi (or any other party) joining forces with Grillo given its anti-
establishment and anti-euro stance, despite recent speculation in this respect. 

If the center-right won an outright majority we would expect some adjustment of their 
program to make the promised tax cuts compatible with fiscal targets, which would be re-
negotiated with Europe. Under this scenario we also expect strong pressure from markets on 
Italian debt until the name of the Prime Minister is decided and a fiscal strategy is clarified, 
which could take at least several weeks. 
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Table 1  
Polls: Italian Elections 24-25 February 

Chart 1 
Public debt (% of GDP)  
under our baseline scenario 

 
Latest polls 

(avg) A month ago 

Bersani (left) 33.5 39.0 

Berlusconi (right) 28.5 26.5 

Monti (centre) 13.7 14.2 

Grillo (out) 14.5 13.4 

Source: BBVA Research with Central Bank data Source: BBVA Research 

Chart 2  
Fiscal Consolidation 2012-2013 (% of GDP) 

Source: BBVA Research with Central Bank data 
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DISCLAIMER 

This document and the information, opinions, estimates and recommendations expressed herein, have been prepared by Banco Bilbao Vizcaya 
Argentaria, S.A. (hereinafter called “BBVA”) to provide its customers with general information regarding the date of issue of the report and are 
subject to changes without prior notice. BBVA is not liable for giving notice of such changes or for updating the contents hereof. 

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other instruments, 
or to undertake or divest investments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of any 
kind. 

Investors who have access to this document should be aware that the securities, instruments or investments to which it refers may not be 
appropriate for them due to their specific investment goals, financial positions or risk profiles, as these have not been taken into account to 
prepare this report. Therefore, investors should make their own investment decisions considering the said circumstances and obtaining such 
specialized advice as may be necessary. The contents of this document are based upon information available to the public that has been obtained 
from sources considered to be reliable. However, such information has not been independently verified by BBVA and therefore no warranty, either 
express or implicit, is given regarding its accuracy, integrity or correctness. BBVA accepts no liability of any type for any direct or indirect losses 
arising from the use of the document or its contents. Investors should note that the past performance of securities or instruments or the historical 
results of investments do not guarantee future performance. 

The market prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors 
should be aware that they could even face a loss of their investment. Transactions in futures, options and securities or high-yield securities 
can involve high risks and are not appropriate for every investor. Indeed, in the case of some investments, the potential losses may exceed 
the amount of initial investment and, in such circumstances; investors may be required to pay more money to support those losses. Thus, 
before undertaking any transaction with these instruments, investors should be aware of their operation, as well as the rights, liabilities and 
risks implied by the same and the underlying stocks. Investors should also be aware that secondary markets for the said instruments may be 
limited or even not exist. 

BBVA or any of its affiliates, as well as their respective executives and employees, may have a position in any of the securities or instruments 
referred to, directly or indirectly, in this document, or in any other related thereto; they may trade for their own account or for third-party account 
in those securities, provide consulting or other services to the issuer of the aforementioned securities or instruments or to companies related 
thereto or to their shareholders, executives or employees, or may have interests or perform transactions in those securities or instruments or 
related investments before or after the publication of this report, to the extent permitted by the applicable law. 

BBVA or any of its affiliates´ salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to 
its clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore, BBVA or any of its affiliates’ proprietary trading and 
investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. No part of this document 
may be (i) copied, photocopied or duplicated by any other form or means (ii) redistributed or (iii) quoted, without the prior written consent of 
BBVA. No part of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or persons or entities in the 
same) in which its distribution is prohibited by law. Failure to comply with these restrictions may breach the laws of the relevant jurisdiction. 

In the United Kingdom, this document is directed only at persons who (i) have professional experience in matters relating to investments falling 
within article 19(5) of the financial services and markets act 2000 (financial promotion) order 2005 (as amended, the “financial promotion order”), 
(ii) are persons falling within article 49(2) (a) to (d) (“high net worth companies, unincorporated associations, etc.”) Of the financial promotion order, 
or (iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the financial services 
and markets act 2000) may otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This 
document is directed only at relevant persons and must not be acted on or relied on 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 
remuneration system concerning the analyst/s author/s of this report is based on multiple criteria, including the revenues obtained by BBVA and, 
indirectly, the results of BBVA Group in the fiscal year, which, in turn, include the results generated by the investment banking business; 
nevertheless, they do not receive any remuneration based on revenues from any specific transaction in investment banking. 

BBVA is not a member of the FINRA and is not subject to the rules of disclosure affecting such members.  

“BBVA is subject to the BBVA Group Code of Conduct for Security Market Operations which, among other regulations, includes rules to 
prevent and avoid conflicts of interests with the ratings given, including information barriers. The BBVA Group Code of Conduct for Security 
Market Operations is available for reference at the following web site: www.bbva.com / Corporate Governance”. 

BBVA is a bank supervised by the Bank of Spain and by Spain’s Stock Exchange Commission (CNMV), registered with the Bank of Spain with 
number 0182. 

 

 

 

 


