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OATH OR AFFIRMATION

1, Andy Lupo

, swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules per’iaining to the firm of

UniCredit Capital Markets LL.C

, as

of December 31 ,2019

, are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

No Exceptions

P .4

lana Kozlenko
Notary Public State of New York

No. 01KO§151005
Qualified i gs Couy
. Expires , 20 2

/ u‘, _,_/

Notary Pqﬁl/
Thls*re@ contains (check all applicable boxes):

*’ (a) Facing Page.
. (b) Statement of Financial Condition.

S ignat%e

President & Chief Compliance Officer
Title’

|__'| (c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
() An Oath or Affirmation.
| | (m) A copy of the SIPC Supplemental Report.

ﬁ (g) Computation of Net Capital.
1
O

|| (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date ofthe previous audit,

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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MAZARS

Report of Independent Registered Public Accounting Firm
To the Member of UniCredit Capital Markets LLC

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of UniCredit Capital Markets LLC, (the
“Company”) as of December 31, 2019, and the related notes (collectively referred to as the “financial statement”).
In our opinion, the statement of financial condition presents fairly, in all material respects, the financial position
of the Company, as of December 31, 2019, in conformity with accounting principles generally accepted in the
United States of America.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responsibility is to express an
opinion on the Company’s financial statement based on our audit. We are a public accounting firm registered with
the Public Company Accounting Oversight Board (United States) (“PCAOB”) and are required to be independent
with respect to the Company in accordance with U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statement. Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the financial
statement. We believe that our audit provides a reasonable basis for our opinion.

mél?«/\oumu/o

We have served as the Company’s auditor since 2013.

New York, NY
February 13, 2020

MazaRrs USA LLP

135 WEST SOTH STREET — NEW YORK, NEW YORK ~ 10020 Leve
TeL: 212.812. - Fax: 212.375. - . . ' ‘
E 7000 ~ Fax 375.6888 — WWW.MAZARSUSA.COM Prax,tM :

GLOBAL LLIHX”;BEH‘F

MazZARS USA LLP 1S AN INDEPENDENT MEMBER FIRM OF MAZARS GROUP. RS EP e e FiRme



UniCredit Capital Markets LLC
(A Wholly-Owned Subsidiary of UniCredit U.S. Finance LLC)

Statement of Financial Condition
December 31, 2019

Assets

Securities owned, at fair value
Due from clearing broker
Underwriting fees receivable
Due from affiliated companies

Prepaid expenses and other assets

Total assets

Liabilities and Member's Equity

Accounts payable and accrued expenses
Taxes payable

Total liabilities
Member's equity:

Total member's equity

Total liabilities and member's equity

See accompanying notes to financial statements

140,767,350
4,767,275
478,594
3,628,723
38,350

149,680,292

1,587,819
3,028,273

4,616,092

145,064,200

149,680,292




UniCredit Capital Markets LL.C
(A Wholly-Owned Subsidiary of UniCredit U.S. Finance LLC)
Notes to Financial Statement
December 31, 2019

(1) Organization

UniCredit Capital Markets LLC (the “Company”) is a wholly-owned subsidiary of UniCredit U.S.
Finance LLC (UCIUSF). The Company, formerly UniCredit Capital Markets Inc., was
incorporated in New York in 1978. UCIUSF is a wholly-owned subsidiary of UniCredit Bank
AG, Munich (UCB Bank or the Parent). On November 1, 2010, UniCredit Capital Markets
Conversion, LLC (UCMC) was established and on December 30, 2010, UniCredit Capital
Markets Inc. was merged into UCMC (the “Merger”) under a tax-free liquidation pursuant to
Section 332 of the Internal Revenue Code. Upon the Merger, the name of UCMC was changed to
UniCredit Capital Markets LLC.

Each share of capital stock of UniCredit Capital Markets Inc. issued and outstanding immediately
prior to the Merger was deemed canceled. After the Merger, UCIUSF continued to be the sole
member of the Company and owned all of the limited liability company interest in the Company.

On December 1, 2014, the Company received a capital contribution of $75 Million from UCIUSF
in support of its underwriting business.

The Company is based in the United States of America and conducts business from its offices in
New York City. The Company, which is engaged in brokerage-related activities, generates a
significant portion of its revenues from customers of the Parent, its affiliates, and other
institutional clients. Such activities primarily include foreign securities order flow. In addition, the
Company provides corporate and financial services to both its clients and customers of the Parent
and its affiliates in the U.S. market.

The Company is a registered broker-dealer with the Securities and Exchange Commission under
the Securities Exchange Act of 1934 and is a member of the Financial Industry Regulatory
Authority (“FINRA”). The Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities and, accordingly, is exempt from the provisions
of Rule 15¢3-3 under the Securities Exchange Act of 1934 pursuant to paragraph (k)(2)(i) and (ii)
of Rule 15¢3-3. The Company clears its transactions through another broker dealer, on a fully-
disclosed basis.

(2) Summary of Significant Accounting Policies

(a)

®)

Basis of Presentation

The Company’s financial statements have been prepared under accounting principles generally
accepted in the United States of America (“U.S. GAAP”).

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions in determining the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.
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UniCredit Capital Markets LLC
(A Wholly-Owned Subsidiary of UniCredit U.S. Finance LLC)
Notes to Financial Statement '
December 31, 2019

Revenue Recognition

In 2017, the Financial Accounting Standards Board (FASB) adopted Accounting Standards
Codification (ASC) 606, Revenue from Contracts with Customers, which will supersede nearly all
existing revenue recognition guidance under accounting principles generally accepted in the
United States. The core principle of this standard is that revenue should be recognized for the
amount of consideration expected to be received for promised goods or services transferred to
customers. This standard went into effect for the Company for the annual reporting period
beginning January 1, 2018 and did not have a significant impact on the financial statements.

Commissions are recorded on a trade date basis. The Firm’s underwriting and selling fees are
recorded upon deal closure (trade-date), net of related costs. The Company believes that the
performance obligation is satisfied on the trade date. Interest is recognized on an accrual basis
based on the instruments contracted terms. Income from affiliates is recognized and performance
obligation is satisfied in the period when the expenses are incurred per the agreed upon Service
Level Agreement.

Cash and Cash Equivalents

The Company considers balances at banks and highly liquid investments with original maturities
of three months or-less when purchased to be cash equivalents.

Securities Transactions

Securities owned, at fair value is primarily comprised of US Treasury Notes. Securities
transactions are recorded on a trade-date basis. Subsequent market fluctuations may require the
Company to purchase securities at prices which may differ from the fair value reflected in the
Company’s statement of financial condition. Securities owned or securities sold, not yet purchased
are stated at quoted market price, with unrealized gains or losses reflected in principal
transactions.

Securities not readily marketable, primarily investments in private investment companies, are
recorded under the equity method, which the Company believes approximates fair value.

Income Taxes

The Company is a Limited Liability Company which is 100% owned by UCB Bank and
disregarded for U.S. tax purposes. As a result, the Company’s income and deductions are
reported in UCB Bank’s federal, state and local tax returns.  Pursuant to the Tax Sharing
Agreement between the Company and UCB Bank dated January 1, 2011, the income tax liability
of the Company will be determined as if the Company filed separate income tax returns and
submitted to UCB Bank for payment to the tax authorities. Any benefit arising from losses or
credits from the Company utilized by UCB Bank in computing its tax liability on a consolidated
basis shall be reimbursed by UCB Bank. As such, the Company’s tax payable/receivable is
reflected as a component of due to/from affiliated companies (See Note 7).

Income taxes are accounted for under the asset and liability method. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the

4
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UniCredit Capital Markets LLC
(A Wholly-Owned Subsidiary of UniCredit U.S. Finance LLC)
Notes to Financial Statement
December 31, 2019

financial statement carrying amounts of existing assets and liabilities and their respective tax
bases and operating loss and tax credit carryforwards. Deferred tax assets and liabilities are
measured using enacted tax rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The effect on deferred tax assets
and liabilities of a change in tax rates is recognized in income in the period that includes the
enactment date.

The Company evaluates the uncertainties of tax positions taken or expected to be taken on a
return based on the probability of whether the position taken will be sustained upon examination
by taxing authorities. The Company uses a more-likely than not threshold for recognition and
derecognition of tax positions taken or to be taken in a tax return. If there are interest and
penalties on tax positions, the Company’s policy is to classify these as general, administrative and
other expenses.

Employee Benefit Plans

The Company participates in a defined contribution retirement plan established under Section 401(k) of
the Internal Revenue Code sponsored by its ultimate parent, UCB Bank. The New York branch of UCB
Bank administers the plan. All full-time employees who meet eligibility requirements may elect to
participate in the plan. Participants may contribute up to 15% of eligible compensation on a pretax basis,
not to exceed $19,500 for the 2019 calendar year. In addition, participants at or over the age of 50 may
elect to make additional “catch-up” contributions to the Plan not to exceed $6,000 in 2019. The
Company contributes an additional 50% of the contributions made by the participants.

In addition, the Company participates in a profit sharing plan sponsored by UCB Bank, which offers
benefits to substantially all employees who meet certain age and eligibility requirements.

Income Taxes

The deferred tax assets at December 31, 2019 are primarily related to accrued bonus, deferred
compensation and accumulated net operating loss (NOL) carryforward. As of December 31, 2019, the
tax effect of these temporary differences and NOL resulted in deferred tax assets of $898,889.

In assessing the realizability of deferred tax assets, the Company considers whether it is more likely than
not that some portion or all of the deferred tax assets will not be realized. The ultimate realization of
deferred tax assets is dependent upon the generation of future taxable income during the periods in
which those temporary differences become deductible. Management considers the scheduled reversal of
deferred tax liabilities, if any, projected taxable income, and tax planning strategies in making this
assessment. As of December 31, 2019, the management believes it is more-likely-than-not that the
Company will realize its deferred tax assets.

The New York State and New York City PNOLs (NOLs at year end 2014 converted based on tax law
changes) are $13,258,190 and $11,553,544 respectively. The remaining New York State and New York
City PNOL as of December 31, 2019 are $6,629,095 and $5,776,915 respectively. These NOLs will
expire in 2035.
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UniCredit Capital Markets LLC
(A Wholly-Owned Subsidiary of UniCredit U.S. Finance LLC)
Notes to Financial Statement
December 31,2019

The Company concluded that it has no material uncertain tax liabilities to be recognized as of December
31, 2019. In accordance with the accounting guidance on the accounting for uncertainty in income
taxes, the Company assessed its tax positions for all open tax years as of December 31, 2019 as follows:

Federal Year 2016 through 2019
State and Local (UBT) Year 2016 through 2019

Commitments and Contingencies
Clearing Broker Agreement

The Company introduces its customer transactions to Pershing LLC, a clearing broker, with which it has
a correspondent relationship for execution and clearance in accordance with the terms of a clearance
agreement. In connection therewith, the Company has agreed to indemnify the clearing broker for losses
that the clearing broker may sustain as a result of the failure of the Company’s customers to satisfy their
obligations in connection with their normal delivery versus payment transactions. Securities purchased
in connection with these transactions are collateral for amounts owed. The Company has a receivable of
$4,767,275 from its clearing broker including a deposit for $265,744. This receivable represents a
concentration of credit risk.

Net Capital Requirements

As a registered broker-dealer and a member of FINRA, the Company is subject to the Securities and
Exchange Commission’s Uniform Net Capital Rule 15¢3-1, which requires that the Company maintain
minimum net capital of $250,000. As of December 31, 2019, the Company had net capital of
$140,917,890, which exceeded the regulatory requirement by $140,667,890.

Related Party Transactions
Investment Banking

In 2019, the Company earned underwriting fees from customers referred to and from the Company by
UCB Bank. Referral fees, relating to underwriting fee income and payable to UCB Bank, totaling
$33,750 were outstanding and included in accounts payable and accrued expenses as of December 31,
2019.

Income from Affiliates

In 2019, the Company realized income from UCB Bank (London Branch and Munich Branch) relating
to services provided by the Company’s fixed income sales department to the affiliate. The service level
agreement with UCB Bank provides that the Company will earn such revenue based on expenses
incurred plus 10%.

Commitment Fees

On January 27, 2016, the Company entered into a revolving note (Subordinated Loan Agreement
approved by FINRA) with UCB Bank. The amount of the révolving note is $100,000,000, and has a
maturity date and expires on January 22, 2021. The revolving note is to be used to support the
Company’s underwriting business. The revolving note calls for the Company to pay a commitment fee
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UniCredit Capital Markets LLC
(A Wholly-Owned Subsidiary of UniCredit U.S. Finance LLC)
Notes to Financial Statement
December 31, 2019

of 0.67% to UCB Bank. For the year ending December 31, 2019, the Company incurred commitment
fees of which $1,861 is payable as of December 31, 2019. The revolving note was not drawn upon in
2019.

Due from Affiliated Companies

Due from affiliated companies is comprised of a receivable from UCB Bank for $3,508,421 and a
receivable from Unicredit Services (UCS) of $120,302. The UCB Bank receivable is a net balance of
the tax sharing agreement between the Company and UCB Bank of $898,889, a receivable relating to
the fixed income sales department of $2,285,497 and cash held at UCB Bank of $324,035 for the
purpose of paying expenses for normal operating activities of the Company. The UCS receivable
relates to a reimbursement of costs related to back office support that UCS supplies the Company.

Rent and Occupancy
The Company utilizes office space of an affiliate during 2019.

Overhead Allocation — Affiliated Company

The Company paid to affiliates for intercompany allocation of various general and administrative costs
including, but not limited to, technology, human resources and other back office charges, depreciation
-and amortization of office furniture and equipment. Service level agreements between the Company and
the Parent or affiliate exist to govern expenses that are not directly charged to the Company.

Fair Value of Financial Instruments

Generally accepted accounting standards require the disclosure of the fair value of financial instruments,
as defined, for both assets and liabilities reported in the statement of financial condition. Primarily all of
the Company’s financial instruments are carried at, or approximate, fair value.

Fair Value Measurements

The Company applies ASC 820, Fair Value Measurements and Disclosures, which establishes a
framework for measuring fair value by three level hierarchy and expands disclosures about fair value
measurements. The Company records certain assets and liabilities at fair value.

The three-level hierarchy for fair value measurements is deﬁned as follows:

Level 1 Pricing inputs to the Valuatlon methodology are quoted prices for 1dentlcal assets or liabilities
in active markets.

Level 2 Pricing inputs to the valuation methodology include quoted prices for similar assets and
liabilities in active markets, and the inputs that are observable for the asset or liability, either
directly or indirectly.

Level 3 Pricing inputs are unobservable for the investment and include situations when there is few, if
any, market activity for the investment. The inputs into the determination of fair value require
significant management judgment or estimation.



a0

UniCredit Capital Markets LLC
(A Wholly-Owned Subsidiary of UniCredit U.S. Finance LL.C)
Notes to Financial Statement
December 31, 2019

Fair value is a market-based measure considered from the perspective of a market participant rather than
an entity-specific measure. Therefore, even when market assumptions are not readily available, the
Company’s own assumptions are set to reflect those that the Company believes market participants
would use in pricing the asset or liability at the measurement date.

A description of the valuation techniques applied to the Company’s major categories of assets and
liabilities measured at fair value on a recurring basis follows: :

US. Government Securities. U.S. government securities are valued using quoted market prices.
Valuation adjustments are not applied. Accordingly, U.S. government securities are generally

categorized in Level 1 of the fair value hierarchy.

The following table summarizes the valuation of the Company’s investments by fair value hierarchy as
described above as of December 31, 2019:

Total Level 1 Level 2 Level 3
U.S. Treasuries - February
11, 2020 maturity $ 140,767,350 $ 140,767,350 $ -$ -
Total $ 140,767,350 $ 140,767,350 $ - -

Subsequent Event

The Company has evaluated subsequent events through February 13, 2020, the date on which the
financial statements were available to be issued. Management has concluded that there were no
subsequent events that are required to be accrued or disclosed.
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