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Caixa Geral de Depósitos, S.A. (the “Issuer”), incorporated under Portuguese law, with a fully paid-up share capital of 

€5,900,000,000 represented by 1,180,000,000 ordinary shares with a nominal value of €5 each, with head-office at Av. João XXI, no. 

63, 1000-300 Lisbon and registered under its sole registration and taxpayer number 500 960 046 with the Commercial Registry 

Office of Lisbon, is an authorised credit institution for the purposes of Decree-law  59/2006, of 20 March 2006 (the “Covered Bonds 

Law”). The Covered Bonds (as defined below) will constitute mortgage covered bonds for the purposes, and with the benefit, of the 

Covered Bonds Law. 

Under this €15,000,000,000 Covered Bonds Programme (the “Programme”) described in this base prospectus (the “Base 

Prospectus”), as further supplemented, the Issuer may from time to time issue mortgage covered bonds (the “Covered Bonds”) 

denominated in any currency agreed between the Issuer and the relevant Dealer (as defined below). 

Covered Bonds may be issued in bearer (ao portador) or registered (nominativas) form (respectively, “Bearer Covered Bonds” and 

“Registered Covered Bonds”) and will be represented in book-entry form. The maximum aggregate nominal amount of all Covered 

Bonds from time to time outstanding under the Programme will not exceed €15,000,000,000 (or its equivalent in other currencies 

calculated as described herein), subject to increase as described herein. Covered Bonds may be issued on a continuing basis to one or 

more of the Dealers specified herein and any additional Dealer appointed under the Programme from time to time by the Issuer (each 

a “Dealer” and together, the “Dealers”), which appointment may be for a specific issue or on an ongoing basis. References in this 

Base Prospectus to the relevant Dealer shall, in the case of an issue of Covered Bonds being (or intended to be) subscribed by more 

than one Dealer, be to all Dealers agreeing to purchase such Covered Bonds. 

See Risk Factors for a discussion of certain risk factors to be considered in connection with an investment 

in the Covered Bonds. 

This document comprises a base prospectus for the purposes of Article 135-C of Decree-law 486/99 of 13 November 1999 (as 

amended; the “Portuguese Securities Code”) which implemented article 5.4. of Directive 2003/71/EC (the “Prospectus Directive” 

which expression means Directive 2003/71/EC (and amendments thereto, including Directive 2010/73/EU, the “2010 PD Amending 

Directive”, to the extent implemented in the relevant Member State), and includes any relevant implementing measure in the relevant 

Member State, of article 26 of the Commission Regulation (EC) No. 809/2004, as amended (the “Prospectus Regulation”) and 

pursuant to article 143(1) of the Portuguese Securities Code. Application has been made to the Comissão do Mercado de Valores 

Mobiliários (the “CMVM”), as Portuguese competent authority under the Prospectus Directive, the Prospectus Regulation and the 

Portuguese Securities Code for this Base Prospectus to be approved. Such approval obtained on 24 October 2014 relates to the 

application made to Euronext Lisbon – Sociedade Gestora de Mercados Regulamentados, S.A. (“Euronext”) for the admission of the 

Covered Bonds issued under the Programme to trading on the regulated market Euronext Lisbon (“Euronext Lisbon”), or any other 

regulated market for the purposes of Directive 2004/39/EC of the European Parliament and of the Council of 21 April 2004 on 

markets in financial instruments, as amended. References in this Base Prospectus to Covered Bonds being “listed” (and all related 

references) shall mean that such Covered Bonds have been admitted to trading on Euronext Lisbon or other regulated market. The 

Programme provides that Covered Bonds may be listed or admitted to trading, as the case may be, on such other stock exchange(s) or 

markets (including regulated markets) as may be agreed between the Issuer and the relevant Dealer. Under this Programme, the Issuer 

may also issue unlisted Covered Bonds and/or Covered Bonds not admitted to trading on any market.    

The rating of certain Series of Covered Bonds to be issued under the Programme may be specified in the applicable Final Terms. 

Whether or not each credit rating applied for in relation to or assigned to a relevant Series of Covered Bonds will be issued by a credit 

rating agency established in the European Union and registered under Regulation (EC) no. 1060/2009 as amended by Regulation 

(EU) No. 513/2011 of the European Parliament and the Council and by Regulation (EU) 462/2013 of the European Parliament and 

the Council (the “CRA Regulation”) will be disclosed in the Final Terms. 
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RISK FACTORS 

The Issuer believes that the following factors may affect its ability to fulfil its obligations under Covered 

Bonds issued under the Programme. All of these factors are contingencies which may or may not occur and 

the Issuer is not in a position to express a view on the likelihood of any such contingency occurring. 

Factors which the Issuer believes may be material for the purpose of assessing the market risks associated 

with Covered Bonds issued under the Programme are also described below. 

The Issuer believes that the factors described below represent the principal risks inherent in investing in 

Covered Bonds issued under the Programme, but the Issuer may be unable to pay interest, principal or other 

amounts on or in connection with any Covered Bonds for other reasons and the Issuer does not represent 

that the statements below regarding the risks of holding any Covered Bonds are exhaustive. Prospective 

investors should also read the detailed information set out elsewhere in this Base Prospectus or incorporated 

by reference herein and reach their own views prior to making any investment decision. 

Words and expressions defined in Definitions shall have the same meaning in this section. 

Risks Specific to the Issuer 

Covered Bonds are obligations of the Issuer only 

The Covered Bonds will constitute unsubordinated obligations of the Issuer secured by a special creditor 

privilege created under the Covered Bonds Law over the Cover Pool (as defined in Terms and Conditions of 

the Covered Bonds) maintained by the Issuer. An investment in the Covered Bonds involves a reliance on 

the creditworthiness of the Issuer, which will be liable solely in its corporate capacity for its obligations in 

respect of the Covered Bonds and such obligations will not be the obligations of its officers, members, 

directors, employees, security holders or incorporators. The Covered Bonds are not guaranteed by any 

person. In addition, an investment in Covered Bonds involves the risk that subsequent changes in the actual 

or perceived creditworthiness of the Issuer may adversely affect the market value of the relevant Covered 

Bonds.  

The Covered Bonds will not represent an obligation or be the responsibility of the Arrangers or the Dealers 

or any person other than the Issuer.  

Strong competition is faced by the Issuer across all of the markets in which it operates 

The Issuer together with its consolidated subsidiaries (the “CGD Group”) faces strong competition across 

all of the markets in which it operates, from local and international financial institutions.  

The competition in the Portuguese banking sector has increased significantly over the last years, mainly due 

to the deregulation and liberalisation of the banking system, which has resulted in important structural and 

operational changes. The most significant change happened in the eighties with the opening of the banking 

system to private entities and to foreign competition. The mergers and acquisitions involving the largest 

Portuguese banks have led to a significant level of banking concentration. 
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The principal competitors of the CGD Group in the banking sector in Portugal (ranking in terms of assets as 

of 31 December 2013) are the Millennium BCP Group, the BES Group (currently Novo Banco Group, 

following the resolution measures applied by the Bank of Portugal to Banco Espírito Santo, S.A. (“Banco 

Espírito Santo”) on 3 August 2014), the Santander/Totta Group and the BPI Group.  

The competition is affected by consumer demand, technological changes, impact of consolidation, 

regulatory actions and other factors. The Issuer expects competition to intensify as continued merger 

activity in the financial industry produces larger, better-capitalised companies that are capable of offering a 

wider array of products and services, and at competitive prices. In addition, competition has increased 

further with the emergence of non-traditional distribution channels, such as internet and telephone banking. 

If the CGD group is unable to provide attractive product and service offerings that are profitable, it may lose 

market share or incur losses on some or all activities.  

While the Issuer believes it is positioned to compete effectively with these competitors, there can be no 

assurance that existing or increased competition will not adversely affect the Issuer in one or more of the 

markets in which it operates. 

The Issuer’s performance is influenced by the economic activity in Portugal 

The CGD Group’s business activities are dependent on the level of banking, finance and financial services 

required by its customers. In particular, levels of borrowing are heavily dependent on customer confidence, 

employment trends, the state of the economy and market interest rates. 

As the CGD Group currently conducts the majority of its business in Portugal, its performance is influenced 

by the level and cyclical nature of business activity in Portugal, which is in turn affected by both domestic 

and international economic and political events. In 2013, the Portuguese economy continued to be affected 

by a reduction of the net borrowing requirements of diverse sectors of the economy, as well as adjustments 

to banks’ balance sheets based on higher solvency ratios and a reduction of loans-to-deposits ratios. 

The Economic and Financial Assistance Programme (“EFAP”) agreed in May 2011 between the Portuguese 

authorities, the European Union and the International Monetary Fund comprised a strategy aimed at 

restoring international financial market confidence in the Portuguese economy and fostering 

competitiveness and sustainable economic growth. This strategy rested on three pillars: 

(i) fiscal consolidation; 

(ii) financial system stability; and  

(iii) structural transformation of the Portuguese economy. 

The EFAP was substantiated in a letter of intent and memorandum of understanding, which were updated 

with each quarterly review to reflect any progress made and the different implementation stages. 

In terms of the financial sector, the main objective of the EFAP was to ensure stability and strengthen the 

resilience of the Portuguese financial system. Within the scope of EFAP, the strategy, developed by the 



 

 

3 

Bank of Portugal was built on four main goals:  

 to strengthen banks’ solvency; 

 to protect the system’s liquidity;  

 to reinforce the monitoring and supervision of the banking system; and  

 to improve the regulatory framework. 

Considerable progress was made across all these fronts and acknowledged by international partners during 

their quarterly reviews. 

Regarding solvency, since 2010 the Bank of Portugal has adopted several measures towards preserving 

adequate capital ratios, which included recommending the sale of assets, imposing capital increases, 

limiting the distribution of dividends and setting more stringent capital requirements (Core Tier 1 ratios of 9 

per cent. by the end of 2011 and 10 per cent. by the end of 2012, thereby anticipating some of the main 

Basel III recommendations). 

Aside from the additional own fund requirements set by the Bank of Portugal, the four largest Portuguese 

banking groups were included in the stress test exercise promoted by the European Banking Authority 

(“EBA”), which aimed to strengthen the solidity of institutions in a context of marked uncertainty due to the 

sovereign debt crisis. 

The Core Tier 1 ratio of the Portuguese banking system increased from 8.1 per cent. at the end of 2010 to 

12.3 per cent. at the end of 2013. 

The reinforced solvency largely resulted from recapitalisation operations using private and public funds. 

Recapitalisation with public funds was made using the Bank Solvency Support Facility (“BSSF”) provided 

for in the EFAP, which was established to deal with cases where it is not possible to strengthen capital 

positions with recourse to market solutions. From the €12 billion provided for in the EFAP, €5.6 billion 

were used in the form of public investment in recapitalisations of the Portuguese private banking sector, of 

which €4.03 billion has already been reimbursed. From the remaining contribution of EFAP, €3.9 billion 

were allocated to the resolution of Banco Espírito Santo, through a loan to the Resolution Fund, which 

incorporated, as a sole shareholder, Novo Banco, S.A. (“Novo Banco”) 

To reinforce the system’s liquidity position, the Bank of Portugal has promoted an orderly deleveraging of 

the banking system so as to facilitate the transition to more stable and sustainable funding models in the 

long run. 

CGD has tried to ensure that the pace and nature of the deleveraging process are compatible with levels of 

lending to the economy in line with the adjustment programme’s macroeconomic scenario. The Eurosystem 

has played a crucial role in the reinforcement of the Portuguese banking system’s liquidity, namely by 

adopting standard and non-standard monetary policy measures, including refinancing operations with full 

allotment and a longer maturity and changes to the eligibility criteria for collateral. 
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The EFAP was, as expected, completed at the end of the first half of 2014, without the need for any 

precautionary package involving external economic aid. 

The performance of the Portuguese economy since 2011 has been highly dependent on the  implementation 

of the EFAP. The need to reduce the public deficit was addressed by the adoption of very restrictive budget-

oriented policies, with negative impacts on economic activity in the near term. At the same time, the private 

sector - corporate, financial and households - continued its deleveraging process. This trend was reversed in 

the second quarter of 2013. This recovery reflected the acceleration in domestic demand, in line with the 

rising confidence of economic agents, together with the maintenance of substantial export growth.  

In 2013, the Portuguese economic performance was better than anticipated. GDP was down 1.4 per cent. 

following a 3.2 per cent. drop in 2012, as a result of  smaller contraction of domestic demand and the 

continually positive contribution of net external demand, leading to an increase in business and household 

confidence levels over the course of the year as a whole. 

According to an INE snapshot, Portuguese GDP was up 1.6 per cent. year-on-year in the fourth quarter of 

2013, to a great extent due to the recovery of domestic demand, with positive consecutive changes over the 

last three quarters of the year. The favourable performance of exports and a stabilisation trend in domestic 

demand led to the recovery of economic activity from the second quarter of 2013. 

The deleveraging and financial rebalancing of all business sectors resulted in a surplus of external accounts 

of 2.0 per cent. of GDP in 2013. The recovery of activity and the fiscal consolidation measures 

implemented by the Portuguese Government contributed towards a reduction in the general government 

deficit to about 4.9 per cent. of GDP in 2013. This was below the target of 5.5 per cent. of GDP, with 

expenditures and income performing better than expected, creating a favourable context for budgetary 

implementation in 2014. In previous years the Portuguese deficit was also below set targets: 4.3 per cent. in 

2011 (target of 5.9 per cent.) and 4.7 per cent. in 2012 (revised target of 5 per cent.). Following the rejection 

of certain measures by the Constitutional Court (“Tribunal Constitucional”) of Portugal, the Portuguese 

Government is expected to approve alternative measures to meet the 2014 target. Notwithstanding these 

improvements, budgetary policy will continue to be quite restrictive in 2014 and thus continue to have an 

impact on economic growth. 

Economic activity in Portugal during the first quarter of 2014 showed a 1.3 per cent. deceleration in 

comparison with the first quarter of 2013. However, in the second quarter of 2014, economic activity in 

Portugal posted a consecutive growth of 0.6 per cent. (in comparison with the first quarter of 2014) and a 

year-on-year growth of 0.8 per cent. (i.e. in comparison with the second quarter of 2013). There were 

successive signs of confidence in the second quarter, with the economic climate indicator having improved 

for the sixth consecutive quarter to its highest since September 2008. Consumer confidence was also at its 

highest since November 2009. 

Individual consumption and investment expenditure made a positive contribution to GDP for the first time 

over the last few years. Up to 2013 it had been exclusively anchored by the evolution of net exports which, 

while continuing to trend to positive, also posted a slowdown in the first half of 2014. 

The first half year in the labour market once again brought positive news. Unemployment was down to 13.9 
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per cent. in June (down 2.5 pp year-on-year 2013 and down 1.2 pp quarter-on quarter). The rate was 

therefore at its lowest since the second quarter of 2012. 

Although the outlook for the recovery of economic activity in Portugal has improved, with the projections 

for the Portuguese economy pointing to a rebound in economic activity in 2014-2016, risks remain to the 

Portuguese economy, including the impact of continued weak growth in many parts of the global economy. 

In this period, the Portuguese economy is projected to grow at a similar pace to the Euro area (1.0, 1.7 and 

1.8 per cent. in 2014, 2015 and 2016 respectively). Despite this recovery, at the end of the projection 

horizon, GDP should stand 3 per cent. below the level seen prior to the onset of the international financial 

crisis in 2008.   

Projected developments in the Portuguese economy are characterised by an acceleration of domestic 

demand and strong export growth. The net contribution from domestic demand to GDP growth should 

increase over the projection horizon, moving from -2.4 p.p.in 2013 to 0.6 p.p. in 2016. Exports should grow 

strongly over this horizon, amid an acceleration in global trade, while net contributions from exports to 

GDP growth are likely to stand at around 1 p.p. Consumption and investment decisions by households and 

firms over the next few years should continue to be conditioned by the need for private sector deleveraging. 

Similarly to the past few years, the weight of domestic demand on GDP should continue to decrease over 

the projection horizon, as opposed to the growing weight of exports. In 2016 exports are projected to stand 

at approximately 45 per cent. of GDP (12 p.p. increase from 2008), which is one of the most significant 

aspects of the ongoing adjustment process in the Portuguese economy. With regard to domestic demand 

components, projections point to a subdued rebound in private consumption over the projection horizon, 

after a cumulative fall of approximately 10 p.p.in the 2011-13 period. Real disposable income is projected 

to grow by 0.7 per cent. in 2014 (-1.0 per cent. in 2013) and by approximately 1.5 per cent. in 2015 and 

2016. Projected developments in private consumption and disposable income indicate that the savings rate 

should remain at around 12 per cent. over the horizon, which is clearly above the average levels seen since 

the Euro area was launched (source: Bank of Portugal and INE – Instituto Nacional de Estatística). 

Further significant consolidation efforts will be necessary in 2015 to reach the deficit target of 2.5 per cent. 

of GDP. Looking ahead, sustained consolidation efforts will be required over the medium term to reach the 

budgetary objective of a structural deficit of 0.5 per cent. of GDP by 2017 in compliance with the 

commitments under the Stability and Growth Pact and the Fiscal Compact. 

To ensure the effectiveness of the medium-term fiscal consolidation efforts, tight control of expenditure 

must be maintained while additional steps to strengthen tax compliance will be required to make the tax 

system fairer and bolster revenue performance. To this end, further improvements in the system of public 

financial management will be necessary across all sub-systems of general government. This includes the 

timely completion of the broader reform of the Budget Framework Law, a revised accounting and reporting 

framework, stricter compliance with the commitment control law, streamlining of the budget appropriation 

structure, strengthened accountability and a longer time horizon and broader scope of the analysis of fiscal 

risks. Employment in the public sector needs to be further streamlined, with appointments and remuneration 

strictly based on merit. Cost-cutting efforts must continue in the state-owned enterprises, so as to ensure that 

they maintain at least a zero operational balance. More specifically, legacy debt continues to weigh on the 

financial results of transport SOEs (State-Owned Enterprises) suggesting the need for a comprehensive debt 
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strategy to restore their financial sustainability.  

Financial stability has been preserved and efforts supporting an orderly deleveraging of banks' balance 

sheets continue. Capital buffers are broadly adequate and liquidity conditions have further improved, while 

the authorities continue to scrutinise the resilience of the banking system to ensure compliance with the new 

regulatory requirements. However, low profitability, high non-performing loans ratios and high corporate 

debt levels pose major challenges for the banks, affecting the ability of the economy more generally to grow 

in the future. Several large banks (CGD, Novo Banco (former Banco Espírito Santo), Millennium BCP and 

Banco Santander Totta) were able to return to the markets and the aggregate deposit base has proven 

resilient, allowing banks to reduce their reliance on Eurosystem borrowing. New loans to the corporate 

sector have been increasing and interest rates have eased to some extent, but remain still significantly above 

the rates charged to corporates in other parts of the Euro area. In order to reduce the large corporate debt 

overhang, a strategic plan to facilitate debt workouts will be prepared. This plan will focus particularly on 

viable small and medium-sized enterprises, with a view to supporting the necessary capital reallocation 

towards the productive sectors of the economy. 

Continued structural reforms are needed to reinforce and sustain the switch to a sustainable export-led 

economic growth model. The Portuguese government has already adopted a range of challenging structural 

reforms but, despite some early signs, their impact on the functioning of the economy will only materialise 

gradually. The effective implementation of these reforms is crucial to rebalance the economy and boost its 

growth potential, and implementation progress must be continuously evaluated, including in areas which 

have been successfully completed under the EFAB such as the urban lease and judiciary reform. Remaining 

bottlenecks which inhibit Portuguese companies from competing with their foreign counterparts on a level-

playing field need to be tackled effectively. In particular, building on the reforms already carried out it is 

important to maintain the reform momentum through further efforts in labour markets, network industries, 

services and regulated professions as well as providing a more streamlined and business-friendly public 

service. 

Recent bond issues combined with remaining EFAP disbursements ensure that the public sector’s funding 

needs for 2014 are covered. The ratio of public debt to GDP remains high – with gross debt being 

additionally inflated by the accumulation of substantial cash buffers - but is sustainable provided the reform 

momentum and fiscal adjustment is maintained beyond the Programme horizon. Reaching a broad-based 

political understanding that fiscal discipline and structural reform have to underpin Portuguese future 

policies would constitute an important anchor for restoring full and sustainable market financing. 

The Portuguese economy has undertaken a major macro-economic adjustment, shouldering significant costs 

through the fall in activity and the under utilisation of factors of production. Renewed momentum geared to 

employment creation and investment (including foreign investment) will only be brought about by the 

maintenance of social stability and a continuing improvement of competitiveness. The costs of the 

adjustment may require the reallocation of resources to certain sectors, driven by private sector decisions 

and benefiting from the catalysing role of the public sector. In this context, the existence of a favourable 

external framework is also a crucial factor, not only in terms of external demand growth, but also in terms 

of building a stronger European institutional framework that generates confidence in economic agents. 
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The Portuguese economy is an integral part of an increasingly demanding global economy. From a 

structural point of view, firms will need to be flexible and innovative, given the increasing speed of 

innovative processes, the added competition to attract inward foreign investment, and the wider 

repercussions of economic crises and volatility in financial markets. The macro-economic difficulties facing 

the Portuguese economy at this point in time imply substantial social costs and bring risks, but these should 

not limit the willingness to pursue a broad structural reform agenda, including the administration of the 

State and the design of social policies. These reforms should bring about structural reductions in public 

expenditure, and mainly ensure a framework of stability and the promotion of competitiveness to ready the 

economy for its current challenges. 

Constant changes in this framework are not conducive to investment or to the sustained creation of 

employment, and these are the essential pillars on which potential output can be built. 

Several challenges persist as fiscal consolidation is still unfolding, public debt levels remain high and it is 

still unclear if the Portuguese economy will start to recover in a sustainable way, particularly through an 

increase in investment. In the event of negative developments in the financial markets, the Issuer’s ability to 

access the capital markets and obtain the necessary funding to support its business activities on acceptable 

terms may be adversely affected. A lack of ability to refinance assets on the balance sheet or maintain 

appropriate levels of capital to protect against deteriorations in their value could force the Issuer to liquidate 

assets held at depressed prices or on unfavourable terms. 

The current economic environment is a source of challenges for the CGD Group, and may adversely affect 

its business, financial condition and results of operations. 

The adverse macroeconomic conditions in Portugal have significantly affected, and are expected to continue 

to adversely affect, the behaviour and the financial situation of the CGD Group’s clients, and consequently, 

the supply and demand of the products and services that the CGD Group has to offer. In particular, limited 

growth in customer loans is expected in the coming years, which will make it difficult for the CGD Group 

to generate enough interest income to maintain its net interest margin.  

Demand for credit in Portugal is still very low, in spite of a certain stabilisation of lending criteria. At the 

same time, on the supply side, credit recovery in Portugal and the Euro area may be constrained by the 

results of the AQR (Asset Quality Review) and stress tests performed by the European Central Bank 

(“ECB”) over the last few months, which results are expected to be disclosed on 26 October 2014, as the 

starting point for common supervision. 

In short, credit will continue to be constrained by the persistence of high levels of leverage and insufficient 

corporate capitalisation and, eventually, the fact that several banks may have a low risk exposure capacity, 

owing to greater regulatory demands over the last few years. 

The ECB’s management of monetary policy, notably as regards its endeavours to normalise the workings of 

the money market and the reduction of investors’ risk aversion levels, continues to be a crucial factor in 

reducing the cost of financing and easing the pressure on net interest income being felt by Portuguese banks 

and the rest of Europe. A more significant strengthening of the ECB’s monetary policy, involving the 

implementation of a direct debt securities purchasing programme, as in other developed countries, has not 
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yet taken place but is merely an option in the event of a marked deterioration of inflation and growth 

expectations. 

Furthermore, the maintenance of high unemployment rates, the reduction of the profitability of enterprises 

and an increase in company and personal insolvencies have had, and are expected to continue to have, a 

negative influence on the ability of CGD Group’s clients to pay back loans, and, consequently, could cause 

an increase in the ratio of overdue loans, which might exceed the standard historic average, reflecting a 

deterioration of the quality of assets of the CGD Group.  

Portugal may be subject to further rating reviews by the rating agencies, with implications on the 

funding of the economy and on the Issuer’s activity 

The rating agencies Standard & Poor’s Credit Market Services Europe Limited (“S&P”), Moody’s Investors 

Services Ltd. (“Moody’s”), Fitch Ratings Limited (“Fitch”) and DBRS Ratings Limited (“DBRS”) have, on 

more than one occasion over the last years, downgraded the long term rating of Portugal. Current ratings are 

as follows: S&P: BB as of 13 January 2012, with credit watch stable as of 9 May 2014; Moody’s: Ba1 

(stable outlook) as of 27 July 2014; Fitch: BB+ (positive outlook) as of 10 October 2014; DBRS: BBB 

(low) (stable) as of 26 May 2014. Each of Moody’s, S&P, Fitch and DBRS is established in the European 

Economic Area (“EEA”) and registered under the CRA Regulation.. The rating downgrades were due, 

essentially, to the uncertainties and risks arising from the budgetary consolidation process under the EFAP, 

the low competitiveness of the Portuguese economy abroad, the external funding difficulties and the 

sustainability of the public debt dynamics. The outlook of the rating agencies for Portugal is dependent on, 

among other things, the successful implementation of the measures included in the EFAP. There might be 

further downgrades of the long term rating assigned to Portugal in the future, namely in the case of, drastic 

deterioration of the public finance situation arising from weaker performance of the economic activity, 

caused by the austerity measures adopted internally or induced by contagion as a consequence of the 

slowdown in the economic activity of the main trading partners of the Portuguese economy, in particular 

Spain, or if the market perceives these measures as insufficient or as a result of the lack of success of 

structural reforms, simplification of State administration and streamlining of the justice system. Under these 

circumstances, the perceived credit risk of Portugal will increase, with negative effects on the credit risk of 

Portuguese banks (including the Issuer) and, consequently, on their profit levels. The effect of the rating 

downgrades of Portugal on the funding of Portuguese banks has been less stringent since the ECB has 

relaxed the rules for the eligibility of assets to be used as collateral for discount operations. In any event, 

any reduction in the rating of Portugal would mean increased haircuts and a reduction of the value of the 

pool of assets eligible for discount operations with the ECB, in particular with respect to securitisations and 

covered bonds.  

The Issuer’s performance is influenced by the economic activity in other markets where it operates 

The CGD Group’s business activities are also undertaken in markets other than Portugal, both in the EU and 

in non-EU countries, including emerging markets. It is inter alia present through branches and subsidiaries 

in Spain  (Banco Caixa Geral, with a total of 167 branches), France (French Branch (Sucursal de França) 

with 48 branches), Mozambique (Banco Comercial e de Investimentos with 132 branches) and Cape Verde 

(Banco Interatlântico and Banco Comercial do Atlântico with 42 branches). Accordingly, the CGD Group is 
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subject to the applicable economic environment in the non-Portuguese markets in which it operates. In 

particular, levels of borrowing are heavily dependent on customer confidence, employment trends, the state 

of the economy and market interest rates in such countries. 

As such, CGD Group’s international operations are subject to risk associated with legislative (namely 

taxations and customs laws), judicial, accounting, regulatory, geopolitical (such as political and 

 government turmoil that may freeze international money transfers), commercial and economic risks and 

conditions specific to the countries or regions in which the Issuer operates which could adversely affect its 

business and therefore its financial performance. 

Exposure to the Issuer’s credit risk in case of insufficiency of the assets comprised by the Cover Pool 

The Covered Bonds are unsubordinated obligations of the Issuer secured by a special creditor privilege 

created under the Covered Bonds Law over the Cover Pool maintained by the Issuer. In case of 

insufficiency of the assets comprised by the Cover Pool, the holders of the Covered Bonds will be treated as 

common creditors of the Issuer and will have to rely, for the performance by the Issuer of its obligations 

under the Covered Bonds, on the sufficiency of the assets of the Issuer available to common creditors. 

Accordingly, the holders of Covered Bonds will become exposed to the credit risk of the Issuer, in case of 

insufficiency of the assets comprised by the Cover Pool to meet the obligations of the Issuer under the 

Covered Bonds. 

As at the date hereof CGD enjoys the following short-term and long-term ratings: In July 2014 Moody’s has 

confirmed its ratings for CGD, specifically the senior long-term debt and deposit rating of Ba3 and the 

short-term debt and deposit rating of N/P. On the other hand, in June 2013 the rating agency DBRS 

published its ratings for CGD with a negative trend, namely the senior long-term debt and deposit rating of 

BBB (low) and the short-term debt and deposit rating of R-2 (middle). Moreover, in July 2014 Fitch has 

confirmed its ratings for CGD, namely the senior long-term debt and deposit rating of BB+ and the short-

term debt and deposit rating of B. Finally, on May 2014, S&P reaffirmed its rating for CGD, namely the 

senior long-term rating of BB- and short-term of B and removed the Credit Watch with negative 

implications.  

Regulation of the Portuguese financial industry (including Basel Committee and EU law 

requirements) restrains the banking activities of the CGD Group 

The CGD Group operates in a highly regulated industry. The banking activities of the CGD Group are 

subject to extensive regulation by the ECB, the EBA and the Bank of Portugal, mainly relating to liquidity 

levels, solvency and provisioning, and by the CMVM. 

The Portuguese financial industry has been reacting to a steady stream of changes in the regulatory and 

legal framework since the early 1980s. The deregulation and liberalisation processes began in 1983 and 

were followed by the privatisation process (initiated in 1989) and the opening of the banking system to 

foreign competition. Restrictions on capital movement were gradually lifted as Portugal implemented 

legislation bringing Portuguese banking regulations in line with EC legislative practice. In particular,  the 

General Regime for Credit Institutions and Financial Companies (“RGICSF”, enacted by Decree Law no. 

298/92, of 31 December) made a noticeable impact on the Portuguese financial sector by introducing a 
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comprehensive regulatory framework in Portugal in line with applicable EC Directives, eliminating the 

distinction between investment and commercial banks, establishing prudential and supervisory rules, 

revising the regulation of foreign banks operating in Portugal and Portuguese banks operating abroad and 

creating a deposit guarantee fund to protect depositors. In January 2005, the majority of the Portuguese 

financial sector (representing more than 84 per cent. of total liquid assets) adopted IAS/IFRS accounting 

rules. 

The Basel Committee has issued proposals for reform of the 1988 Capital Accord and has proposed a 

framework which places enhanced emphasis on market discipline and sensitivity to risk. At an EU level, the 

aforementioned revised framework has been addressed in Directives 2006/48/EC and 2006/49/EC both 

from the European Parliament and the Council and both dated 14 June 2006.  

In order to adopt the Codified Banking Directive (2006/48/EC, as amended) and the Capital Adequacy 

Directive (2006/49/EC, as amended), a new regulatory framework was implemented in 2007 with the 

publication of Decree Law no. 103/2007, as amended and Decree Law no. 104/2007, as amended, both 

dated 3 April, and a new set of Regulatory Notices (“Avisos”) and Instructions (“Instruções”) of the Bank of 

Portugal were implemented to regulate the provisions laid down in those Decree Laws. This new regulatory 

framework came into full force and effect during 2007 and at 1 January 2008. 

The new regulation created the possibility of using two methods for the calculation of own funds 

requirements. The first method is the Standardised Approach, which is largely based on credit ratings 

published by external credit assessment institutions (“ECAI”). It involves weighing the risks in accordance 

with the type of borrower and exposure. The second method, which has two variations, is the Internal 

Ratings Based approach (“IRB”). The IRB approach allows the use of internal methodologies for the 

calculation of own funds requirements, where the calculation of risk-weighted exposure considers the input 

parameters of the probability of default (“PD”), the loss given default (“LGD”) and the exposure at default 

(“EAD”). The Issuer applies the Standardised Approach method. 

Directives 2004/39/EC, 2006/73/EC and Regulation 1287/2006 on markets and financial instruments 

(“MiFID”) and Directives 2004/109/EC, as amended and 2007/14/EC, as amended (“Transparency 

Directives”) also entered into force in 2007. This legislation had a two-fold aim of protecting investors and 

ensuring the smooth operation of the securities market. The legislation was necessary to ensure the 

transparency of transactions and that the rules laid down for that purpose apply to investment firms when 

operating in markets. 

During 2009 and 2010, the following Directives were implemented: (i) Directive 2007/44/EC, amending 

several Directives regarding procedural rules and evaluation criteria for the prudential assessment of 

acquisitions and increased holdings in the financial sector; (ii) Directive 2009/27/EC (amending certain 

Annexes to Directive 2006/49/EC) regarding technical provisions concerning risk management; and (iii) 

Directive 2009/111/EC regarding banks affiliated with central institutions, certain own funds items, 

heightened exposure, supervisory arrangements and crisis management. 

On 31 December 2010 the Bank of Portugal issued Regulatory Notice (“Aviso”) 6/2010 on own funds 

calculation rules applicable to credit institutions (which was subsequently amended by Regulatory Notice 

7/2011, Regulatory Notice 2/2012 and Regulatory Notice 3/2013). This regulatory notice replaced the Bank 
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of Portugal’s Regulatory Notice 12/92 on the matter, which had been amended several times following its 

publication. 

Further, within the developments of the financial and sovereign crisis and the EFAP requested by national 

authorities in April 2011, a new set of legislation and activity requirements were imposed to the Portuguese 

financial sector. 

In 2011, the European authorities approved a new set of supervision legislation for the banking sector which 

included the creation of the EBA charged with the development of a single rulebook for banks in the EU, 

while national authorities remained responsible for the supervision of financial institutions.  

More recently, the European Authorities  approved a new legislative package to strengthen the regulation of 

the banking sector and to implement the Basel III agreement in the EU legal framework, replacing the 

former Capital Requirements Directives (2006/48/EC and 2006/49/EC): Regulation 575/2013 of the 

European Parliament and of the Council of 26 June establishing new and detailed prudential requirements 

that institutions need to respect (the Capital Requirements Regulation or “CRR”) and Directive 2013/36/EU 

of the European Parliament and of the Council of 27 June 2013 on access to the activity of credit institutions 

and the prudential supervision of credit institutions (the Capital Requirements Directive IV or “CRD IV”). 

The package entered into force on 1 January 2014, while some of the new provisions will be phased-in 

between 2014 and 2019. 

The CRR includes provisions regarding, for instance, own funds requirements, minimum capital ratios, 

liquidity ratios. 

Regarding capital ratios, the banks were obliged to a minimum compliance with a gradually increase until 1 

January 2019 (Core Tier 1 of 4.5 per cent., Tier 1 of 6 per cent. and a total ratio of 8 per cent. in 2019). 

By 31 December 2013, EU Member States were required to adopt and publish the laws, regulations and 

administrative provisions necessary to comply with CRD IV. Portugal has not yet adopted and published all 

laws, regulations and administrative provisions that are necessary for this purpose. 

CRD IV includes general rules and supervision powers, wages, governance and disclosure requirements as 

well as an introduction of 5 additional capital buffers: 

 A capital conservation buffer of 2.5 per cent. of risk-weight assets; 

 Countercyclical capital buffer rate between 0 and 2.5 per cent. of Core Tier 1 assets, pursuant 

to the conditions to be established by the competent authorities; 

 Systemic risk buffer: i) applicable to the institutions with a global systemic importance: 

between 1 and 3.5 per cent.; ii) applicable to other institutions with a systemic importance: 

between 0 and 2 per cent.; and iii) macroprudential systemic risk: between 1 and 3 per cent. or 

between 3 and 5 per cent., depending on the economical conjecture. 

These buffers, apart from the macroprudential systemic risk, are predicted to apply gradually from 2016, 
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although the Member States may anticipate their application. 

Considering the minimum capital levels already defined on both the CRR and CRD IV, banks shall comply 

with: 

 Minimum Common Equity Tier 1 ratio: 7 per cent. (4.5 per cent. base value and an additional 

2.5 per cent. of capital conservation buffer); 

 Minimum Tier 1 ratio: 8.5 per cent. (6 per cent. base value and an additional 2.5 per cent. 

capital conservation buffer); 

 Total ratio: 10.5 per cent. (8.0 per cent. base value and an additional 2.5 per cent. capital 

conservation buffer). 

A 5 year transitory period was projected in order to adapt the previous applicable rules to the new 

regulations. 

The Bank of Portugal has determined a minimum Common Equity Tier 1 ratio of 7.0 per cent. calculated 

with transitional arrangements and to be complied with from the 1 January 2014 onwards (Regulatory 

Notice (“Aviso”) 6/2013). 

On 22 July 2013, EBA issued a new Recommendation on capital preservation, revoking the 2011 

Recommendations. Accordingly, banks shall keep a capital amount (in Euros) necessary to comply with the 

capital requirements as set out in the previous Recommendation at 30 June 2012. The possibility to maintain 

a lower capital level is also taken into account, provided that a 7.0 per cent. Common Equity Tier 1 ratio is 

fulfilled according to CRD IV fully implemented rules. 

On 23 October 2013, the ECB announced the details vis-à-vis the complete assessment to be done as 

prelude to its upcoming supervision responsibilities within the single supervisory mechanism. The 

assessment begun in November 2013 and shall last for 12 months. The reference ratio value for such 

assessment will be 8 per cent. Common Equity Tier 1, according to the CRD IV definitions taking into 

account transitional arrangements. 

These changes in the regulatory and legal framework of the Portuguese financial sector, as well as any 

implementation of future EC Directives related to the financial industry, may have an impact on the 

business of the CGD Group. Changes in existing regulatory laws may materially affect the way in which the 

CGD Group conducts its business, the products and services it may offer and the values of its assets. 

The capital adequacy requirements applicable to the CGD Group may limit its ability to advance loans to 

customers and may require it to issue additional equity capital or subordinated debt in the future, which are 

expensive sources of funding. 

In addition, the Bank of Portugal has established minimum provisioning requirements regarding current 

loans, non-performing loans, overdue loans, impairment for securities and equity holdings, sovereign risk 

and other contingencies. Therefore, any change in these requirements could have an adverse impact on the 
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results of the CGD Group’s operations. 

The Core Tier 1 ratio, on a consolidated basis, was 11.7 per cent. at the end of 2013, against the Bank of 

Portugal’s 10 per cent. core capital requirement. The Core Tier 1 ratio in conformity with EBA’s definition 

was 9.4 per cent. in comparison to a minimum requirement of 9 per cent. In June 2014 the Core Tier 1 ratio 

was 12.1 per cent. against 11.7 per cent. at the end of 2013, as opposed to the 10 per cent. core capital 

requirement established by the Bank of Portugal. The Core Tier 1 ratio in conformity with EBA’s definition 

was 10.2 per cent. against 9.4 per cent. in December 2013. 

The Common Equity Tier 1 (“CET 1”) ratio, calculated in accordance with CRD IV / CRR “fully 

implemented” rules, was 10.7 per cent. , against 7.6 per cent. at 31 December 2013 (minimum of 7 per 

cent., comprising a CET 1 of 4.5 per cent. and buffer of 2.5 per cent.). 

The CET 1 ratio, calculated in accordance with CRD IV / CRR “phasing-in” rules, was 11.6 per cent. 

against 10.7 per cent. at 31 December 2013. The reference value considered in the base scenario for the 

valuation of assets by the ECB was 8 per cent. 

This increased supervision from the Bank of Portugal could increase costs and force the Issuer to dispose of 

its assets under unfavourable conditions.  

Asset quality review and stress tests may trigger additional capital needs or provisions  

The ECB, together with national supervisors, has been undertaking an Asset Quality Review (“AQR”, i.e. a 

comprehensive assessment / financial health check) of 130 banks, including the Issuer, in the Euro area 

(including Lithuania), covering approximately 85% of total bank assets. The exercise started in November 

2013 and will take 12 months to complete, ending in October 2014, and the respective results are expected 

to be disclosed on 26 October 2014. The results of this AQR, or other AQRs in the future, may trigger 

additional capital needs or provisions to be made by the Issuer. 

Furthermore, the Issuer has been, and will be, subject from time to time to stress tests, made under the 

guidance of the EBA, the ECB and/or national supervisors, which have in the past and may in the future 

trigger additional capital needs or provisions to be made by the Issuer.  

Recapitalisation of the Issuer may have an adverse effect on CGD’s activity and prospects over the 

next years 

As a result of the implementation of the EFAP agreed with the European Union institutions and the 

International Monetary Fund and the requirements of the EBA, the Bank of Portugal required Portuguese 

banks: (i) in general, to increase their Core Tier 1 capital ratio to 10 per cent. by 31 December 2012 and (ii) 

in respect of those subject to the EBA sovereign buffer requirements, to increase their Core Tier 1 capital 

ratio to 9 per cent. (after taking into account the sovereign buffer, based on their exposures to sovereign 

debt as of September 2011).  

To meet the EBA requirements by 30 June 2012, the Portuguese State, as CGD’s sole shareholder, approved 

a recapitalisation plan in the amount of 1,650 million Euros, which included: 
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 A capital increase by its shareholder in the amount of 750 million Euros; and 

 An issuance of hybrid financial instruments, eligible as Core Tier 1, amounting to 900 million 

Euros, fully subscribed by the Portuguese State, the conditions of which are attached to Order 

(“Despacho”) 8840-C/2012 of the Portuguese Minister of Finance and State of 28 June 2012. 

CGD’s recapitalisation was successfully completed before the end of June 2012. 

The capital injection by the Portuguese State was considered State aid and subject to an individual State aid 

decision by the European Commission (Decision SA.35062 (2012/N)). 

On 24 July 2013 the European Commission announced that it approved the Decision on the approval of 

CGD’s restructuring plan, in accordance with the EU rules on State aid. The abovementioned Order 

(“Despacho”) and EC Decisions entail a number of restrictions and limitations to CGD which may 

adversely impact its activity in comparison with other credit institutions not subject to a State aid procedure. 

Furthermore, the implementation of CGD’s restructuring plan may also have an adverse effect on CGD’s 

activity, business and results and prospects over the next years. 

New Requirements related to the liquidity ratios may affect profitability 

Basel III recommendations endorse the implementation of liquidity coverage ratios of short and 

medium/long term, known as Liquidity Coverage Ratio and Net Stable Funding Ratio. The Liquidity 

Coverage Ratio, which is expected to be implemented gradually starting from 2015, addresses the 

sufficiency of the high quality liquidity assets to meet short-term liquidity needs under a severe stress 

scenario. The Net Stable Funding Ratio, to be implemented in 2018, will seek to establish a minimum 

acceptable amount of stable funding based on the liquidity characteristics of an institution’s assets and 

activities over one year period. In 2015 the financial institutions should maintain in its own portfolio high 

quality liquidity assets corresponding to 60 per cent. of the net assets’ exits in the following 30 days. 

The fulfilment of those ratios by CGD may lead to the constitution of portfolios with high liquidity assets 

but low profitability. Additionally, it may lead to an increase in the financing costs, since the ratios increase 

favours the long-term financing over the short-term. These changes may have a negative impact on CGD’s 

results of operation. 

The new framework for the recovery and resolution of credit institutions may have an adverse effect 

on CGD’s activity 

Decree-Law no. 31-A/2012, of 10 February, introduced the legal framework for the adoption of resolution 

measures into the RGICSF. Such resolution framework has been further amended by Decree Law no. 114-

A/2014, of 1 August and Decree Law no. 114-B/2014, of 4 August which have partially transposed 

Directive 2014/59/UE of 15 May 2014 establishing a framework for the recovery and resolution of credit 

institutions (the “EU Crisis Management Directive” or “BRRD”). The reorganisation regime previously 

in force governing credit institutions was extensively reviewed and was indeed replaced by a new approach 

by the Bank of Portugal as regards the intervention on credit institutions and investment firms in financial 

distress. The measures set out in the new regime aim at recovering or preparing the orderly winding-up of 
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credit institutions and certain financial companies in situations of financial distress. The new toolbox 

includes three stages of intervention by the Bank of Portugal: preparatory and preventive measures, prior 

supervision intervention, and instruments and powers of resolution. The implementation of these measures 

and the exercise of these powers will directly affect the rights of shareholders and creditors.   

Credit institutions will be required to produce suitable recovery plans to resolve problems with liquidity, 

solvency, or overall exposure to risk, and to keep such plans up-to-date. To complement the resolution 

plans, the Bank of Portugal has been given preventive powers, including the powers to limit or modify 

exposure to risk, require additional information, set restrictions or prohibitions on certain activities and 

changes to group structures.  

Within the scope of preventive interventions, the Bank of Portugal has been given powers to prohibit the 

distribution of dividends to shareholders, to replace managers or directors, and to require credit institutions 

to transfer assets that constitute an excessive or undesirable risk to the soundness of the institution. These 

actions may have a direct effect on shareholders and the CGD Group’s expected returns and additional 

indirect impacts through changes to such institutions’ business activities.  

Further, resolution measures may be applied when a credit institution or an investment firm covered by the 

resolution regime does not meet, or is at serious risk of not meeting the requirements for the maintenance of 

its licence, and when the implementation of such measures is considered imperative for the pursuance of at 

least one of the following objectives:  

 Ensure the continuity of essential financial services;  

 Prevent systemic risk; 

 Safeguard public funds and taxpayers’ interests;   

 Safeguard depositors' confidence.  

For the purposes of applying resolution measures, an institution is considered to be at serious risk of not 

meeting the requirements for the maintenance of its licence when one of the following situations occurs, or 

when sufficient reasons exist to suggest that they may occur in the short run:  

 The institution has losses that may exhaust its capital stock; 

 The institution’s assets have become lower than its liabilities; 

 The institution is unable to meet its obligations.  

The resolution measures include, specifically: 

 The total or partial sale of the assets and liabilities of the distressed financial institution to one 

or more financial institutions authorised to operate in the market; 
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 The creation of a bridge bank and the transfer of all or part of the assets and liabilities of the 

institution in financial distress to that bank. 

The creation of a bridge bank of all or part of the activity of the intervened institution and, in such case, the 

newly incorporated bridge bank for such purpose, shall be funded through the Resolution Fund, in 

accordance with articles 145-H(6) and 153-C of the RGICSF.  

The Resolution Fund is a public-law legal person designed to provide financial support to the application of 

the resolution measures ordered by Bank of Portugal. It is fully funded by the financial sector through initial 

and periodical contributions from member institutions, including the Issuer, whose amount shall be fixed on 

an annual basis, as set out in Decree Law no. 24/2013, of 19 February, and the revenue arising from the 

contribution over the banking sector. The financial assistance provided by the Resolution Fund may also 

include, among others, the transfer of cash to the acquirer bank or to the bridge bank, the provision of 

guarantees, the granting of loans, and the paying-up of the capital stock of bridge banks. 

The Deposit Guarantee Fund (Fundo de Garantia de Depósitos) may also provide financial assistance for 

the implementation of resolution measures, but only in the case of the transfer of deposits placed with the 

institution in distress to another credit institution authorised to take deposits or to a bridge bank, and only to 

the amount needed to cover the difference between the amount of covered deposits and the value of the 

assets sold or transferred; moreover, funding by the Deposit Guarantee Fund shall in no circumstances 

exceed the cost of a direct reimbursement to the depositors.  

The implementation of resolution measures is not subject to the prior consent of the credit institution’s 

shareholders nor of the contractual parties related to assets, liabilities, off-balance-sheet items and assets 

under management to be sold or transferred. 

Both the RGISCF (article 145-B) and the BRRD (article 34) generally determine that the shareholders of 

the institution under resolution bear losses in the first instance and creditors of the institution under 

resolution bear losses after the shareholders in accordance with the order of priority of their claims.  

The BRRD provides for two additional resolution tools not currently foreseen in the RGICSF: the asset 

segregation tool and the bail-in. The bail-in tool may be generally applied to all liabilities of an institution 

subject to resolution (article 44), subject to certain exceptions, which include covered bonds and liabilities 

in the form of financial instruments used for hedging purposes which form an integral part of the cover pool 

and which, according to national law, are secured in a way similar to covered bonds. Accordingly, if the 

cover pool is insufficient to meet all the claims of the holders of covered bonds under the relevant covered 

bonds, in that part (where holders will have an unsecured claim over the issuer), holders may become 

subject to bail-in. 

The recent imposition of a resolution measure on Banco Espírito Santo S.A. may prejudice investors’ 

and economic agents’ positive perception of the Portuguese financial system  

On 4 August 2014, the Governor of the Bank of Portugal announced the imposition of a resolution measure 

on Banco Espírito Santo, consisting of a transfer of business to a bridge bank, the so-called Novo Banco, 

specifically set up for this purpose. 
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The share capital of the Novo Banco in the amount of €4.9 billion was fully underwritten by the Resolution 

Fund. Of this, €3.9 billion come from a loan granted by the Portuguese State (which, in turn, was financed 

with available funds under the EFAB) to be repaid and remunerated by the Resolution Fund, primarily from 

the proceeds obtained with the sale of the Novo Banco. The remaining amount was funded by the own 

funds of the Resolution Fund and from loans granted by the credit institutions, including the Issuer, 

participating in the Resolution Fund, in the total amount of €700 million. The Issuer’s share of this loan was 

€174.3 million. 

The future  contributions and the potential consequences on CGD’s business or operations are still difficult 

to assess, but CGD may face losses in case Novo Banco is sold for a price lower than the nominal amount 

of Novo Banco’s share capital. 

CGD’s pro rata share in the Resolution Fund will vary from time to time according to CGD’s liabilities and 

own funds, when compared to the other participating institutions. Contribution to the Resolution Fund is 

adjusted to the risk profile and the systemic relevance of each participating institution considering its 

solvency situation. 

Notice 1/2013 (as amended) issued by the Bank of Portugal, in its article 2(1), determines that the 

methodology to calculate periodic contributions to the Resolution Fund  is the application of a contributive 

rate to the end of month outstanding balance of liabilities, deducted by own funds and deposits already 

included in the Deposit Guarantee Fund. 

The rate to be applied is set by a regulatory instruction issued by Bank of Portugal. For 2014, the rate is 

0.015% , as defined in the Regulatory Instruction  27/2013 issued by the Bank of Portugal. 

Decree-Law 24/2013, of 19 February, establishes the calculation method of  the initial, periodic and special 

contributions of the participating institutions to the Resolution Fund. Special contributions, in accordance 

with article 17(2), should be distributed proportionally among participating institutions, according to the 

respective level of participation in the Resolution Fund, determined by the ratio between its last annual 

contribution and the total annual contributions of its members. Against this background, given the relative 

size and composition of CGD’s balance sheet, the Issuer’s estimates, on the date hereof, CGD’s 

participation in the Resolution Fund to be between 20 per cent. and 25 per cent.. However, this number 

varies over time and it is very difficult to determine the exact participation at a given point in time. If only 

the CGD’s share of €174.3 million in the €700 million loan, granted by the credit institutions to the 

Resolution Fund to capitalise Novo Banco, is considered, CGD’s participation would be of 24.9 per cent. 

With the application of the resolution measure, a separation was made between problematic assets, whose 

losses are mainly borne by the shareholders and subordinated creditors of Banco Espírito Santo, while the 

remaining assets and liabilities were integrated in Novo Banco, a newly capitalised bank, which shall ensure 

full continuity of the institution’s activity, with no immediate impact on its customers, employees or 

suppliers.  

Novo Banco will be subject to the Bank of Portugal’s supervision and will be obliged to comply with all 

legal and regulatory rules applicable to Portuguese banks. The by-laws of Novo Banco were approved by 

the Bank of Portugal. 
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The positive perception on an international level which had particularly improved following the successful 

conclusion of the EFAP, may be impaired by this event. A rapid, transparent resolution of the situation 

should mitigate the possible unfavourable effects on the credibility and strength of the Portuguese financial 

system. 
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The creation of a deposit protection system applicable throughout the EU may result in additional 

costs to CGD 

The transposition of Directive 2014/49/EU of 16 April on deposit guarantee schemes and the harmonisation 

of the deposit guarantee systems throughout the EU will represent significant changes to the mechanisms of 

the deposit guarantee systems currently in force. Banks (including the Issuer) may be required to contribute 

to the deposit guarantee systems in amounts that are much higher than the current contributions.  

The additional indirect costs of the deposit guarantee systems may also be significant, even if they are much 

lower than the direct contributions to the fund, as in the case of the costs associated with the provision of 

detailed information to clients about products, as well as compliance with specific regulations on 

advertising for deposits or other products similar to deposits, thus affecting the activity of the relevant banks 

and consequently their business and results.  

Changes to tax legislation and to other laws or regulation 

CGD might be adversely affected by changes in the tax legislation and other laws or regulations applicable 

in Portugal, the EU or those foreign countries in which it operates or may operate in the future, as well as by 

changes of interpretation by the competent tax authorities of legislation and regulation. The measures taken 

by the Portuguese Government in order to achieve fiscal consolidation and to stimulate the economy may 

result in higher taxes or lower tax benefits. Further changes or difficulties in the interpretation of or 

compliance with new tax laws and regulations might negatively affect CGD’s business, financial condition 

and results of operations. 

The recovery and value of the Issuer’s assets are subject to adverse changes in the credit quality of 

the Issuer’s borrowers and counterparties 

Risks arising from changes in credit quality and the repayment of loans and amounts due from borrowers 

and counterparties are inherent in a wide range of the Issuer’s business. Adverse changes in the credit 

quality of the Issuer’s borrowers and counterparties or a general deterioration in Portuguese or global 

economic conditions, or arising from systemic risks in financial systems, could affect the recovery and 

value of the Issuer’s assets and require an increase in the Issuer’s provision for bad and doubtful debts and 

other provisions, and accordingly would have a material adverse effect on the Issuer’s financial condition 

and on the results of its operations. 

The Issuer’s business relies on the soundness of other counterparties 

The Issuer is a credit institution and, as such, it is the essence of its business to be exposed to many different 

counterparties in the normal course of its business; hence its exposure to counterparties in the financial 

services industry is significant. This exposure can arise through trading, lending, deposit-taking, clearance 

and settlement and numerous other activities and relationships. These counterparties include institutional 

clients, brokers and dealers, commercial banks, investment banks and mutuals. Many of these relationships 

expose the Issuer to credit risk in the event of default of a counterparty or client. In addition, the Issuer's 

credit risk may be exacerbated when the collateral it holds cannot be realised at, or is liquidated at prices not 

sufficient to recover, the full amount of the loan or derivative exposure it is due to cover, which could in 
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turn affect the Issuer's ability to meet its payments under the Covered Bonds. Many of the hedging and other 

risk management strategies utilised by the Issuer also involve transactions with financial services 

counterparties. The weakness or insolvency of these counterparties may impair the effectiveness of the 

Issuer's hedging and other risk management strategies, which could in turn affect the Issuer's ability to meet 

its payments under the Covered Bonds.  

However, the likelihood of the Issuer not being able to meet its obligations under the Covered Bonds is 

mitigated by the provisions of the Covered Bonds Law, which allow the Issuer to activate credit facilities 

established (with credit institutions with a minimum rating of “A-”), such funds being used solely for 

redemption and interest payments of the Covered Bonds. Additionally, the Bank of Portugal has set certain 

regulatory notices, establishing rules for risk mitigation which the Issuer is bound to follow. More 

specifically, in the case of a breach of payment of interest or principal, according to article 4(5) of the 

Covered Bonds Law and paragraph 4 of Regulatory Notice (“Aviso”) 8/2006, bondholders can request the 

Common Representative to initiate at the Bank of Portugal, the due process for disclosure of the code key 

there deposited in order to access the segregated assets underlying the issues of Covered Bonds. 

Furthermore, if the assets comprised in the Cover Pool are not enough to pay interest and principal under 

the Covered Bonds, the holders of Covered Bonds will then rank pari passu with all the other unsecured 

creditors of the Issuer. See Segregation of Cover Assets and Insolvency Remoteness in The Covered Bonds 

Law. The risk management policies and instruments implemented by the Issuer, which encompasses the 

assessment and control of the Issuer’s credit, market and liquidity risks, based on the principle of the 

separation of functions between commercial and risk areas also mitigate the risk of the Issuer not being able 

to meet its obligations under the Covered Bonds. For a description of the Issuer’s risk management policies 

and instruments see Risk Management in Description of the Issuer. 

Market risks such as interest rate, foreign exchange and bond and equity price risks are faced by the 

Issuer 

The most significant market risks the Issuer faces are interest rate, foreign exchange and bond and equity 

price risks. Changes in interest rate levels, yield curves and spreads may affect the interest rate margin 

realised between lending and borrowing costs. Changes in exchange rates affect the value of assets and 

liabilities denominated in foreign currencies and may affect income from foreign exchange dealing. The 

performance of financial markets may cause changes in the value of the Issuer’s investment and trading 

portfolios. The Issuer has implemented risk management methods to mitigate and control these and other 

market risks to which the Issuer is exposed and exposures are constantly measured and monitored. 

However, it is difficult to predict with accuracy changes in economic or market conditions and to anticipate 

the effects that such changes could have on the Issuer’s financial condition and on the results of its 

operations. 

Operational risk 

The Issuer’s business is dependent on its ability to process a very large number of transactions efficiently 

and accurately. Given the high volume of transactions the Issuer processes on a daily basis, certain errors 

may be repeated or compounded before they are discovered and successfully rectified. Operational risk and 

losses can result from shortcomings or failures of the Issuer's internal processes, employees or systems, 
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including any of the Issuer's financial, accounting or other data processing systems, fraud, errors by 

employees, failure to document transactions properly or to obtain proper internal authorisation, failure to 

comply with regulatory requirements and conduct of business rules, computer or telecommunications 

systems or other equipment failures, natural disasters or the failure of external systems such as, for example, 

those of the Issuer’s suppliers or counterparties. Operational failures could lead to financial loss and damage 

to the Issuer’s reputation and affect the Issuer's ability to conduct its business. Although the Issuer has 

implemented risk controls and loss mitigation actions, and substantial resources are devoted to developing 

efficient procedures and to staff training, it is not possible to implement procedures which are fully effective 

in controlling each of the operational risks. 

Changes in supervision and regulation could materially affect the Issuer’s business, the products and 

services it offers or the value of its assets 

The Issuer is subject to financial services laws, regulations, administrative actions and policies in each 

location where it operates. Changes in supervision and regulation, in particular in Portugal, could materially 

affect the Issuer’s business, the products and services it offers or the value of its assets. Although the Issuer 

works closely with its regulators and continually monitors the situation, future changes in regulation, fiscal 

or other policies can be unpredictable and are beyond the control of the Issuer. 

The international financial markets crisis may affect the Issuer’s business  

The global financial crisis, beginning in 2007, has since resulted in the collapse of large financial 

institutions, bailouts of banks by national governments and downturns in stock markets around the world. 

The deterioration in the housing market has resulted in numerous foreclosures, which were mainly the result 

of long-term unemployment. The crisis played a significant role in the failure of key businesses, in the 

decline in consumer wealth and in a downturn in economic activity resulting in recession. There was a 

significant re-pricing of credit risk in financial markets. All of these elements were contributing factors to 

the European sovereign-debt crisis that is still being felt. 

The end of 2013 has revealed  a substantial improvement in investor sentiment, based on perceptions of 

accelerating economic growth in the developed blocs, particularly the US and Europe.  

The main factors behind the upturn in the confidence of investors and other economic agents were: less 

uncertainty related with the European sovereign debt crisis, the maintenance of high levels of liquidity in 

the international financial markets and the acceleration of economic activity starting in the Spring, notably 

in the developed blocs. 

An environment of moderate inflation in the main economies allowed those responsible for the monetary 

policy of the those economies to keep reference rates at very low levels over a prolonged period. In an 

environment of increased confidence over the economic upturn this had a considerably positive impact on 

general market sentiment. 

The more positive prospects at the end of 2013 were also associated with the strengthening of the 

coordination of the European authorities' policies towards the stabilisation and strengthening of Monetary 

Union. Decision-makers paid special attention to the process for the creation of a Banking Union, as a 
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crucial instrument for the separation between sovereign and banking risk. The creation of a first pillar 

referring to the Single Supervisory Banking Mechanism was approved and a considerable advance was 

achieved with the second pillar, relating to the Single Banking Resolution Mechanism. 

In addition to the fact that the Euro area economy returned to growth in the first half of 2013 (earlier than 

expected at the start of the year), the disclosure of positive economic indicators in the US and China's 

resilience contributed towards an improvement in the market sentiment during the year, notwithstanding 

several short episodes of faltering confidence. 

An easing of fears over sovereign debt in 2013 led to a reduction in the spreads of countries which had been 

more penalised, including from public debt to the corporate bond segment, both financial and non-financial 

corporations. 

In addition and further to the reduction of the imbalances in the public accounts, correcting of external 

account deficits, strengthening European governance mechanisms and evidence of the end of the 

recessionary environment in the region, there was a fall in yields on Spanish, Italian, Irish and Portuguese 

debt, particularly in the second half of the year 2013. 

US yields were up for the first time in 4 years, owing to the market's interpretation of the evolution of the 

monetary policy cycle in the US economy.  

In the European periphery, the largest reduction in yields was on 10 year public debt bonds for Spain, down 

111 bp (149 bp over 2 year maturities). In Portugal the 10 year rate fell 88.1 bp, closing the year at 6.13 per 

cent., after falling to its lowest level since August 2010 (5.24 per cent.) in May. The reduction of the risk 

premium on Portuguese sovereign debt took the form of a 149.4 bp narrowing of the spread in comparison 

to German debt. For 2 year maturities, the falls in yields and spread were 38 bp and 60.5 bp, respectively. In 

2014, the trend remained downwards (source: CGD’s Annual Report for 2013).  

Accordingly, 2013 was,  for the second consecutive year, a year characterised by narrowing spreads, 

representing a return to January 2010 levels. The primary market remained dynamic during the year with 

investors' demands for returns being one of the main supporting factors, fuelling significant amounts of debt 

issues at progressively lower prices. 

In addition, the private debt market also performed well.  

Based on IMF estimates published at the start of 2014, the world economy grew 3.0 per cent. in 2013, as 

opposed to the preceding year's 3.1 per cent., with the deceleration having occurred in both the developed (-

0.1 pp) and the emerging and developing blocs (-0.2 pp). 

Global economic activity benefited from the strengthening of liquidity provided by the main central banks, 

the less restrictive contents of fiscal policy, particularly in the developed countries and the improved 

financial environment. 

The main central banks were, once again, key drivers behind the improvement of confidence in an economic 

upturn.  
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In 2013 there was a notable easing of the uncertainties associated with the sovereign debt crisis in Europe. 

The maintenance of an interventionist approach by the ECB, the start of economic recovery in the region 

from the second quarter of the year, following the longest recession since the creation of the Euro, together 

with a substantial correction of the macroeconomic imbalances of various Member States, gave a boost to 

an upturn of several economic agents' levels of confidence. 

Notwithstanding the more favourable environment for economic activity, there were still several occasional 

constraining factors on the evolution of growth, giving rise to periods of uncertainty. 

Adjustments to the financial system and to the European banking model may have an impact hard to 

forecast 

Several adjustments to the financial system and to the European banking model, including amendments to 

the regulatory framework, are currently being made and therefore it is still difficult to anticipate with 

accuracy the impact that the implementation of these measures will have on the banking sector. 

Notwithstanding the efforts yet to be faced by Portuguese banks, many changes to  business models have 

already been implemented and, at the same time, capital has been strengthened and liquidity has become 

more stable.  

The forecast of very limited economic growth for Europe is expected to keep interest rates low with 

subsequent impact on financial margins and profitability. This is of particular significance for CGD, 

considering that it has a significant portfolio of long-term mortgage loans indexed to Euribor. 

CGD intends to maintain its lending policy based on a sound risk methodology of risk adjusted pricing by 

financing Portuguese companies, especially producers of durable goods. 

Further, CGD’s on-going policy on impairments, which has had a negative effect on profitability, will 

mitigate the effects of a deteriorating credit environment, which is expected to continue throughout the year. 

It is also important to note that the recessive operating conditions and the decrease in households’ 

disposable income are expected to have an adverse impact on CGD’s ability to attract savings. 

Notwithstanding, until the present time, the very good performance of  deposits has contributed in a positive 

way to reinforce the funding base of CGD. 

Finally, the decrease of ECB’s dependence coupled with the stabilisation of market conditions, will lead to 

a greater discipline and search for adequate funding conditions which is expected to optimise costs and 

allow CGD to carry out a normal business activity. 

The Issuer’s relationship with the Dealers and their ongoing investment and trading activities 

Certain of the Dealers and their affiliates have engaged, and may in the future engage, in investment 

banking and/or commercial banking transactions with, and may perform services for, the Issuer and their 

affiliates in the ordinary course of business. In addition, in the ordinary course of their business activities, 

certain of the Dealers and their affiliates may make or hold a broad array of investments and actively trade 
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debt and equity securities (or related derivative securities) and financial instruments (including bank loans) 

for their own account and for the accounts of their customers. Such investments and securities activities 

may involve securities and/or instruments of the Issuer or Issuer’s affiliates. Certain of the Dealers or their 

affiliates that have a lending relationship with the Issuer routinely hedge their credit exposure to the Issuer 

consistent with their customary risk management policies. Typically, such Dealers and their affiliates would 

hedge such exposure by entering into transactions which consist of either the purchase of credit default 

swaps or the creation of short positions in securities, including potentially the Covered Bonds issued under 

the Programme. Any such short positions could adversely affect future trading prices of Covered Bonds 

issued under the Programme. Certain of the Dealers and their affiliates may also make investment 

recommendations and/or publish or express independent research views in respect of such securities or 

financial instruments and may hold, or recommend to clients that they acquire, long and/or short positions 

in such securities and instruments. 

New ECB provisions relating to the discretionary acceptance of bank debt guaranteed by National 

Central Banks represent the risk of reduction of the pool of eligible assets with impact on the Issuer’s 

ability to have access to Eurosystem credit operations 

The ECB issued Decision ECB/2012/4, of 21 March 2012 which changes the collateral eligibility 

acceptance criteria. Pursuant to this decision “(…) National Central Banks shall not be obliged to accept as 

collateral for Eurosystem credit operations eligible bank bonds guaranteed by a Member State under a 

European Union/International Monetary Fund programme, or by a Member State whose credit assessment 

does not comply with the Eurosystem’s benchmark for establishing its minimum requirement for high credit 

standards applicable for issuers and guarantors of marketable assets (…)”. This decision represents an 

uncertainty regarding liquidity buffers in view of the discretionary nature of decision-making by each 

national central bank, has indirect impacts on the acceptance of this type of debt by third parties, affecting 

ability and speed of return to market funding and may lead to a greater isolation of the financial systems of 

countries under adjustment programmes and its banks (including the Issuer). 

More recently, the ECB issued Guideline ECB/2013/4, of 20 March 2013, on additional temporary 

measures relating to Eurosystem refinancing operations and eligibility of collateral and amending Guideline 

ECB/2007/9, which includes the content of Decisions ECB/2011/4 of 31 March 2011 on temporary 

measures relating to the eligibility of marketable debt instruments issued or guaranteed by the Irish 

Government, ECB/2011/10 of 7 July 2011 on temporary measures relating to the eligibility of marketable 

debt instruments issued or guaranteed by the Portuguese Government and ECB/2012/32 of 19 December 

2012 on temporary measures relating to the eligibility of marketable debt instruments issued or fully 

guaranteed by the Hellenic Republic. Pursuant to its Article 5(1): “an NCB shall not be obliged to accept as 

collateral for Eurosystem credit operations eligible uncovered bank bonds which: (a) do not fulfil the 

Eurosystem’s requirement of high credit standards; (b) are issued by the counterparty using them or by 

entities closely linked to the counterparty; and (c) are fully guaranteed by a Member State: (i) whose credit 

assessment does not comply with the Eurosystem’s requirement of high credit standards for issuers and 

guarantors of marketable assets as laid down in Section 6.3.1 and 6.3.2 of Annex I to Guideline 

ECB/2011/14; and (ii) which is compliant with a European Union/International Monetary Fund programme, 

as assessed by the Governing Council”. 
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Risks Specific to the Covered Bonds 

Portuguese Mortgage Covered Bonds Legislation has not yet been judicially challenged 

The Covered Bonds Law was passed in 2006 and came into force on 20 March 2006. The Issuer was the 

first Portuguese credit institution setting up a covered bonds programme under the Covered Bonds Law. 

The protection afforded to the holders of Covered Bonds by means of the special creditor privilege on the 

Cover Pool is based exclusively on the Covered Bonds Law and it has not yet been judicially challenged. 

The Covered Bonds may not be a suitable investment for all investors 

Each potential investor in the Covered Bonds must determine the suitability of that investment in light of its 

own circumstances. In particular, each potential investor should: 

 have sufficient knowledge and experience to make a meaningful evaluation of the relevant 

Covered Bonds, the merits and risks of investing in the relevant Covered Bonds and the 

information contained or incorporated by reference in this Base Prospectus or any applicable 

supplement; 

 have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its 

particular financial situation, an investment in the relevant Covered Bonds and the impact such 

investment will have on its overall investment portfolio; 

 have sufficient financial resources and liquidity to bear all of the risks of an investment in the 

Covered Bonds, including Covered Bonds with principal or interest payable in one or more 

currencies, or where the currency for principal or interest payments is different from the 

currency in which such investor’s financial activities are principally denominated; 

 understand thoroughly the terms of the relevant Covered Bonds and be familiar with the 

behaviour of any relevant indices and financial markets; and 

 be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for 

economic, interest rate and other factors that may affect its investment and its ability to bear 

the applicable risks. 

Extended Maturity of the Covered Bonds will not result in any right of the holders to accelerate 

payments on those Covered Bonds or constitute an event of default for any purpose 

Unless the rating provided by the rating agencies appointed by the Issuer at the relevant time in respect of 

the Programme is adversely affected by such provisions, an Extended Maturity Date will apply to each 

Series of Covered Bonds issued under the Programme. If an Extended Maturity Date is specified in the 

applicable Final Terms as applying to a Series of Covered Bonds and the Issuer fails to redeem at par all of 

those Covered Bonds in full on the Maturity Date, the maturity of the principal amount outstanding of the 

Covered Bonds will automatically be extended on a monthly basis for up to one year to the Extended 

Maturity Date, subject as otherwise provided in the applicable Final Terms. In that event, the Issuer may 
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redeem at par all or part of the principal amount outstanding of those Covered Bonds on an Interest 

Payment Date falling in any month after the Maturity Date up to and including the Extended Maturity Date, 

subject as otherwise provided in the applicable Final Terms. In that event also, the interest payable on the 

principal amount outstanding of those Covered Bonds will change as provided in the applicable Final Terms 

and such interest may apply on a fixed or floating basis. The extension of the maturity of the principal 

amount outstanding of those Covered Bonds from the Maturity Date up to the Extended Maturity Date will 

not result in any right of the holders of Covered Bonds to accelerate payments on those Covered Bonds or 

constitute an event of default for any purpose and no payment will be due to the holders of Covered Bonds 

in that event other than as set out in the Terms and Conditions (see Terms and Conditions) as amended by 

the applicable Final Terms. 

Benefit of special creditor privilege (“privilégio creditório”) available not only to the Noteholders of a 

Series 

The holders of Covered Bonds issued by the Issuer under the Programme whether outstanding at the date 

hereof or in the future benefit from a special creditor privilege (“privilégio creditório”) over all assets 

comprised in the Cover Pool in relation to the payment of principal and interest on the Covered Bonds (see 

Characteristics of the Cover Pool). The Covered Bonds Law establishes that the Common Representative 

and any Hedge Counterparties at the date hereof and in the future are also preferred creditors of the Issuer 

which benefit from the above mentioned special creditor privilege (“privilégio creditório”). None of the 

assets comprised in the Cover Pool are or will be exclusively available to meet the claims of the holders of 

certain Covered Bonds ahead of other holders of Covered Bonds or of Other Preferred Creditors of the 

Issuer at the date hereof or in the future. 

EU Savings Directive compliance  

EC Council Directive 2003/48/EC on the taxation of savings income (the “EU Savings Directive”), requires 

EU Member States to provide to the tax authorities of other EU Member States details of payments of 

interest and other similar income paid by a person established within its jurisdiction to (or for the benefit of) 

an individual or certain other persons in that other EU Member State, except that Austria and Luxembourg 

will instead impose a withholding system for a transitional period (subject to a procedure whereby, on 

meeting certain conditions, the beneficial owner of the interest or other income may request that no tax be 

withheld) unless during such period they elect otherwise. The Luxembourg government announced its 

intention to abolish the withholding system with effect from 1 January 2015, in favour of an automatic 

information exchange under the EU Savings Directive. 

If a payment to an individual were to be made or collected through an EU Member State which has opted 

for a withholding system and an amount of, or in respect of, tax were to be withheld from that payment 

pursuant to the EU Savings Directive or any other European Union Directive implementing the conclusions 

of the ECOFIN Council meeting of 26-27 November 2000 on the taxation of savings income or any law 

implementing or complying with or introduced in order to conform to such EU Savings Directive, neither 

the Issuer nor any Paying Agent nor any other person would be obliged to pay additional amounts with 

respect to any Covered Bond as a result of the imposition of such withholding tax. The Issuer will be 

required at all times to maintain a Paying Agent with a specified office in an EU Member State that will not 
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be obliged to withhold or deduct tax pursuant to the EU Savings Directive or any European Union Directive 

implementing the conclusions of the ECOFIN Council meeting of 26-27 November 2000 or any law 

implementing or complying with, or introduced in order to conform to, such Directive. 

On 24 March 2014, the Council of the European Union adopted a directive amending the EU Savings 

Directive which, when implemented, will amend and broaden the scope of the requirements described 

above. In particular, the amending directive aims at extending the scope of the EU Savings Directive to new 

types of  savings income and products that generate interest or equivalent income. In addition, tax 

authorities will be required in certain circumstances to take steps to identify the beneficial owner of interest 

payments (through a look through approach). The EU Members States will have until  1 January 2016 to 

adopt the national legislation necessary to comply with this amending directive. 

Covered Bonds may be subject to Financial Transaction Tax (“FTT”) 

On 14 February 2013, the European Commission adopted a proposal (the “Commission’s Proposal”) for a 

Directive for a common FTT in Austria, Belgium, Estonia, France, Germany, Greece, Italy, Portugal, Spain, 

Slovakia and Slovenia (the “Participating Member States”). 

The Commission’s Proposal has very broad scope and could, if introduced in its current form, apply to 

certain dealings in Covered Bonds (including secondary market transactions) in certain circumstances. The 

issuance and subscription of Covered Bonds should, however, be exempt. 

A joint statement issued in May 2014 by the participating EU Member States (other than Slovenia) 

indicated an intention to implement the FTT progressively, such that it would initially apply to  transactions 

involving shares and certain derivatives, with its initial implementation occurring by 1 January 2016. 

However, full details are not available as of the date of this Base Prospectus. The FTT, as initially 

implemented on this basis, may not apply to dealings in Covered Bonds. 

The proposed FTT proposal remains subject to negotiation between the participating EU Member States. It 

may therefore be altered prior to any implementation, the timing of which remains unclear. Additional EU 

Member States may decide to participate. Prospective holders of Covered Bonds are advised to seek their 

own professional advice in relation to the FTT.  

US Foreign Account Tax Compliance Withholding 

Sections 1471 through 1474 of the US Internal Revenue Code of 1986 (“FATCA”) impose a new reporting 

regime and, potentially, a 30 per cent. withholding tax with respect to (i) certain payments from sources 

within the United States, (ii) “foreign passthru payments” made to certain non-US financial institutions that 

do not comply with this new reporting regime, and (iii) payments to certain investors that do not provide 

identification information with respect to interests issued by a participating non-US financial institution.  

Whilst the Covered Bonds are held within the CSD, it is not expected that FATCA will affect the amount of 

any payment received by the clearing systems. However, FATCA may affect payments made to custodians 

or intermediaries in the subsequent payment chain leading to the ultimate investor if any such custodian or 

intermediary generally is unable to receive payments free of FATCA withholding.  It also may affect 

payment to any ultimate investor that is a financial institution that is not entitled to receive payments free of 
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withholding under FATCA, or an ultimate investor that fails to provide its broker (or other custodian or 

intermediary from which it receives payment) with any information, forms, other documentation or consents 

that may be necessary for the payments to be made free of FATCA withholding.  Investors should choose 

the custodians or intermediaries with care (to ensure each is compliant with FATCA or other laws or 

agreements related to FATCA) and provide each custodian or intermediary with any information, forms, 

other documentation or consents that may be necessary for such custodian or intermediary to make a 

payment free of FATCA withholding. The Issuer’s obligations under the Notes are discharged once it has 

paid the CSD and the Issuer has therefore no responsibility for any amount thereafter transmitted through 

the CSD and custodians or intermediaries. Prospective investors should refer to the section Taxation – 

Foreign Account Tax Compliance Act. 

Judicial decision and change of law impact after the date of issue of the relevant Covered Bonds 

The Terms and Conditions of the Covered Bonds are governed by Portuguese law in effect as at the date of 

issue of the relevant Covered Bonds. No assurance can be given as to the impact of any possible judicial 

decision or change to Portuguese laws, including the Covered Bonds Law, or administrative practice after 

the date of issue of the relevant Covered Bonds. 

The lack of a profitable secondary market 

Covered Bonds may have no established trading market when issued, and one may never develop. If a 

market does develop, it may not be liquid. Therefore, investors may not be able to sell their Covered Bonds 

easily or at prices that will provide them with a yield comparable to similar investments that have a 

developed secondary market. This is particularly the case for Covered Bonds that are especially sensitive to 

interest rate, currency or market risks, are designed for specific investment objectives or strategies or that 

have been structured to meet the investment requirements of limited categories of investors. These types of 

Covered Bonds generally would have a more limited secondary market and more price volatility than 

conventional debt securities. Illiquidity may have a severely adverse effect on the market value of Covered 

Bonds. 

Interest rate risks 

Investment in Fixed Rate Covered Bonds involves the risk that subsequent changes in market interest rates 

may adversely affect the value of the Fixed Rate Covered Bonds. 

Credit ratings may not reflect all risks 

One or more independent credit rating agencies may assign credit ratings to the Covered Bonds. There is no 

obligation of the Issuer to maintain any rating for itself or for the Covered Bonds. The ratings may not 

reflect the potential impact of all risks related to structure, market, additional factors discussed above, and 

other factors that may affect the value of the Covered Bonds. A credit rating is not a recommendation to 

buy, sell or hold securities and may be lowered, withdrawn or qualified by the rating agency at any time. In 

case any credit rating initially assigned to the Covered Bonds is subsequently lowered, withdrawn or 

qualified for any reason, no person will be obliged to provide any credit facilities or credit enhancement to 

the Issuer for the original rating to be restored, nor will the Issuer have any obligation to restore the original 
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rating. Any such lowering, withdrawal or qualification of a rating may have an adverse effect on the 

liquidity and market value of the Covered Bonds.  

European regulated institutions are in general restricted from using credit ratings for regulatory purposes 

under Regulation (EC) No. 1060/2009 (as amended by Regulation (EU) No. 513/2011 of the European 

Parliament and the Council and by Regulation (EU) 462/2013 of the European Parliament and the Council, 

the “CRA Regulation”), unless such ratings are issued by a credit rating agency established in the EU and 

registered under the CRA Regulation (and such registration has not been withdrawn or suspended), subject 

to transitional provisions that apply in certain circumstances whilst the registration application is pending. 

Such general restriction will also apply in the case of credit ratings issued by non-EU credit rating agencies, 

unless the relevant credit ratings are endorsed by an EU-registered credit rating agency or the relevant non-

EU rating agency is certified in accordance with the CRA Regulation (and such endorsement action or 

certification, as the case may be, has not been withdrawn or suspended). Certain information with respect to 

the credit rating agencies and ratings referred to in this Base Prospectus and/or the Final Terms will be 

disclosed in the Final Terms. 

Legal investment considerations may restrict certain investments 

The investment activities of certain investors are subject to legal investment laws and regulations, or review 

or regulation by certain authorities. Each potential investor should consult its legal advisers to determine 

whether and to what extent (1) Covered Bonds are legal investments for it, (2) Covered Bonds can be used 

as collateral for various types of borrowing and (3) other restrictions apply to its purchase or pledge of any 

Covered Bonds. Financial institutions should consult their legal advisers or the appropriate regulators to 

determine the appropriate treatment of Covered Bonds under any applicable risk-based capital or similar 

rules. 

Other Risks 

The past performance of Covered Bonds or other mortgage covered securities issued by the Issuer may not 

be a reliable guide to future performance of the Covered Bonds. The Covered Bonds may fall as well as rise 

in value. Income or gains from Covered Bonds may fluctuate in accordance with market conditions and 

taxation arrangements. 

Where Covered Bonds are denominated in a currency other than the reference currency used by the 

investor, changes in currency exchange rates may have an adverse effect on the value, price or income of 

the Covered Bonds. 

Other than as set out in this Base Prospectus, it may be difficult for investors in Covered Bonds to sell or 

realise the Covered Bonds and/or obtain reliable information about their value or the extent of the risks to 

which they are exposed. 
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Risks Specific to Cover Pool 

Dynamic Nature of the Cover Pool 

The Cover Pool may contain mortgage credits, other eligible assets, substitution assets and hedging 

contracts, in all cases subject to the limitations provided for in the Covered Bonds Law. At the date hereof, 

the Cover Pool contains mortgage credits and other eligible assets in accordance with the Covered Bonds 

Law. The Covered Bonds Law permits the composition of the Cover Pool to be dynamic and does not 

require it to be static. Accordingly, the composition of mortgage credits (and other permitted assets) 

comprised in the Cover Pool will change from time to time in accordance with the Covered Bonds Law – 

See The Covered Bonds Law. 

The inclusion in the Cover Pool of other eligible assets and Hedging Contracts under the Covered 

Bonds Law 

The Covered Bonds Law permits the inclusion in the Cover Pool of other eligible assets and hedging 

contracts subject to certain restrictions under the Covered Bonds Law. The aggregate amount of other 

eligible assets cannot exceed 20 per cent. of the total value of the mortgage credits and other eligible assets 

comprised in the Cover Pool. See Characteristics of the Cover Pool. 

The Issuer’s entitlement to enter into Hedging Contracts 

Hedging contracts can be entered into exclusively to hedge risks such as interest rate risk, exchange rate risk 

and liquidity risk. The Issuer is entitled but not required to enter into hedging contracts under the Covered 

Bonds Law, including if the Covered Bonds and the Cover Pool are denominated in different currencies, in 

which case the Issuer may hedge any exchange rate risk coverage. See Characteristics of the Cover Pool—

Hedging Contracts. 

The variable value of security over residential property 

The holders of Covered Bonds benefit from a special creditor privilege (“privilégio creditório”) over all 

assets comprised in the Cover Pool in relation to the payment of principal and interest on the Covered 

Bonds (See Characteristics of the Cover Pool). The security for a mortgage credit included in the Cover 

Pool consists of, among other things, a mortgage over a property granted in favour of the Issuer. The value 

of this property and accordingly, the level of recovery on the enforcement of the mortgage, may be affected 

by, among other things, a decline in the value of the relevant property and no assurance can be given that 

the values of the relevant properties will not decline in the future. A situation where a mortgage has to be 

enforced to pay the holders of Covered Bonds is, however, highly unlikely because the Covered Bonds Law 

establishes that any mortgage credits which are delinquent for over 90 days must be immediately 

substituted. See The Covered Bonds Law. 

Amortisation of Mortgage Credits 

Mortgage credits which are included in the Cover Pool are and will generally be subject to amortisation of 

principal and payment of interest on a monthly basis. They are also subject to early repayment of principal 
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at any time in whole or part by the relevant borrowers. Early repayments of principal on mortgage credits 

may result in the Issuer being required to include further mortgage credits and/or substitution assets in the 

Cover Pool in order for the Issuer to comply with the financial matching requirements under the Covered 

Bonds Law. 

No Due Diligence 

None of the Arrangers or the Dealers has or will undertake any investigations, searches or other actions in 

respect of any assets contained or to be contained in the Cover Pool but will instead rely on representations 

and warranties provided by the Issuer in the Programme Agreement. 

Risks related to the structure of a particular issue of Covered Bonds 

A wide range of Covered Bonds may be issued under the Programme. Covered Bonds may have features 

which contain particular risks for potential investors, who should consider the terms of the Covered Bonds 

before investing.  

Reliance upon Interbolsa procedures and Portuguese law 

Investments in Covered Bonds held through Interbolsa will be subject to Interbolsa procedures and 

Portuguese law with respect to the following: 

(a) Form and Transfer of the Covered Bonds 

Covered Bonds will be represented in dematerialised book-entry form (forma escritural) and may be 

registered Covered Bonds (nominativas) or bearer Covered Bonds (ao portador). 

Covered Bonds will be registered in the relevant issue account opened by the Issuer with Interbolsa and will 

be held in control accounts by the Affiliate Members of Interbolsa on behalf of the relevant holders. Such 

control accounts will reflect at all times the aggregate number of Covered Bonds held in the individual 

securities accounts opened by the clients of the Affiliate Members of Interbolsa (which may include 

Euroclear and Clearstream, Luxembourg). The transfer of Covered Bonds and their beneficial interests will 

be made through Interbolsa. 

(b) Payments on Covered Bonds 

All payments on Covered Bonds (including without limitation the payment of accrued interest, coupons and 

principal) will be (i) made by the Issuer to the Agent, (ii) transferred, in accordance with the procedures and 

regulations of Interbolsa, from the account held by the Agent with the Bank of Portugal to the accounts of 

the Affiliate Members of Interbolsa who hold control accounts on behalf of the holders of Covered Bonds 

and, thereafter, (iii) transferred by the Affiliate Members of Interbolsa from their accounts to the accounts of 

their clients (which may include Euroclear Bank and Clearstream, Luxembourg). 

The holders of Covered Bonds must rely on the procedures of Interbolsa to receive payment under the 

Covered Bonds. The records relating to payments made in respect of beneficial interests in the Covered 

Bonds are maintained by the Affiliate Members of Interbolsa and the Issuer accepts no responsibility for, 
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and will not be liable in respect of, the maintenance of such records. 

(c) Portuguese Tax Rules 

Pursuant to Decree-law 193/2005, of 7 November 2005, as amended from time to time, investment income 

paid to non-resident holders of Covered Bonds, and capital gains derived from a sale or other disposition of 

such Bonds, will be exempt from Portuguese income tax only if certain documentation requirements are 

duly complied with.  

It should also be noted that, if interest and other types of investment income derived from the Covered 

Bonds is paid or made available (colocado à disposição) to accounts in the name of one or more 

accountholders acting on behalf of undisclosed entities (e.g., typically “jumbo” accounts) such income will 

be subject to withholding tax in Portugal at a rate of 35 per cent. unless the beneficial owner of the income 

is disclosed. Failure to comply with this disclosure obligation will result in the application of the said 

Portuguese withholding tax at a rate of 35 per cent. 

Further, interest and other types of investment income obtained by non-resident holders (individuals or legal 

persons) without a Portuguese permanent establishment to which the income is attributable that are 

domiciled in a country included in the “tax havens” list approved by Ministerial Order no. 150/2004, of 13 

February 2004 (as amended by Ministerial Order no. 292/2011, of 8 November 2011) is subject to 

withholding tax at 35 per cent., which is the final tax on that income (except where Decree-law 193/2005, of 

7 November 2005 applies and the beneficiary is domiciled in a listed tax haven which has a double tax 

treaty in force or a tax information exchange agreement with Portugal). 

The Issuer will not gross up payments in respect of any such withholding tax in case the conditions 

described in detail in Taxation below are not fully met, including failure to deliver or incorrect filling of the 

certificate or declaration referred to above. Accordingly, holders of Covered Bonds must seek their own 

advice to ensure that they comply with all procedures to ensure correct tax treatment of their Covered 

Bonds. 
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GENERAL DESCRIPTION OF THE PROGRAMME 

Under this Programme, the Issuer may from time to time issue Covered Bonds denominated in any currency 

agreed between the Issuer and the relevant Dealer, subject as set out herein. The applicable terms of any 

Covered Bonds will be agreed between the Issuer and the relevant Dealer prior to the issue of those Covered 

Bonds and will be set out in the Terms and Conditions of the Covered Bonds applicable to the Covered 

Bonds as modified and supplemented by the applicable final terms attached to, or endorsed on, such 

Covered Bonds (the “Final Terms”), as more fully described under Final Terms for Covered Bonds below.  

This Base Prospectus will be valid for a period of 12 months from the date this Base Prospectus is approved 

by the Comissão do Mercado de Valores Mobiliários (completed by any supplement which may be required 

under article 142 of the Portuguese Securities Code) for admitting Covered Bonds to trading on Euronext 

Lisbon or on any other regulated market for the purposes of Directive 2004/39/EC of the European 

Parliament and of the Council of 21 April 2004 on markets in financial instruments, as amended, in an 

aggregate nominal amount which, when added to the aggregate nominal amount then outstanding on all 

Covered Bonds previously or simultaneously issued under the Programme, does not exceed 

€15,000,000,000 (subject to increase in accordance with the Programme Agreement (as defined below)) or 

its equivalent in other currencies. For the purpose of calculating the euro equivalent of the aggregate 

nominal amount of Covered Bonds issued under the Programme from time to time: 

(a) the euro equivalent of Covered Bonds denominated in another Specified Currency (as specified in 

the applicable Final Terms in relation to the Covered Bonds, described under Final Terms for 

Covered Bonds) shall be determined, at the discretion of the Issuer, either as of the date on which 

agreement is reached for the issue of Covered Bonds or on the preceding day on which commercial 

banks and foreign exchange markets are open for business in Lisbon, in each case, on the basis of the 

spot rate for the sale of the euro against the purchase of such Specified Currency in the Lisbon 

foreign exchange market quoted by any leading international bank selected by the Issuer on the 

relevant day of calculation; and 

(b) the euro equivalent of Zero Coupon Covered Bonds (as specified in the applicable Final Terms in 

relation to the Covered Bonds, described under Final Terms for Covered Bonds) and other Covered 

Bonds issued at a discount or a premium shall be calculated in the manner specified above by 

reference to the net proceeds received by the Issuer for the relevant issue. 

Covered Bonds issued under the Programme are expected on issue to be rated by at least one rating agency 

which has applied to be registered with the European Securities and Markets Authority under Regulation 

(EC) no. 1060/2009 (as amended by Regulation (EU) No. 513/2011 of the European Parliament and the 

Council and by Regulation (EU) No. 462/2013 of the European Parliament and the Council, the “CRA 

Regulation”). 

The rating of Covered Bonds will not necessarily be the same as the rating applicable to the Issuer. A credit 

rating is not a recommendation to buy, sell or hold securities and may be subject to revision, suspension or 

withdrawal at any time by the assigning rating organisation. A rating addresses the likelihood that the 

holders of Covered Bonds will receive timely payments of interest and ultimate repayment of principal at 
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the Maturity Date or the Extended Maturity Date, as applicable. 

European regulated investors should be aware that in general they are restricted from using a rating for 

regulatory purposes if such rating is not issued by a credit rating agency established in the European Union 

and registered under the CRA Regulation, unless the rating is provided by a credit rating agency operating 

in the European Union before 7 June 2010 which has submitted an application for registration in accordance 

with the CRA Regulation and such registration is not refused. 

Each potential investor in the Covered Bonds must determine the suitability of that investment in light of its 

own circumstances. In particular, each potential investor should (i) have sufficient knowledge and 

experience to make a meaningful evaluation of the relevant Covered Bonds, the merits and risks of 

investing in the relevant Covered Bonds and the information contained or incorporated by reference in this 

Base Prospectus or any applicable supplement, (ii) have access to, and knowledge of, appropriate analytical 

tools to evaluate, in the context of its particular financial situation, an investment in the relevant Covered 

Bonds and the impact such investment will have on its overall investment portfolio, (iii) have sufficient 

financial resources and liquidity to bear all of the risks of an investment in the Covered Bonds, including 

Covered Bonds with principal or interest payable in one or more currencies, or where the currency for 

principal or interest payments is different from the currency in which such investor’s financial activities are 

principally denominated, (iv) understand thoroughly the terms of the relevant Covered Bonds and be 

familiar with the behaviour of any relevant indices and financial markets, and (v) be able to evaluate (either 

alone or with the help of a financial adviser) possible scenarios for economic, interest rate and other factors 

that may affect its investment and its ability to bear the applicable risks. 
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OVERVIEW OF THE COVERED BONDS PROGRAMME 

The following overview does not purport to be complete and is taken from, and is qualified in its entirety 

by, the remainder of this Base Prospectus and, in relation to the terms and conditions of any particular 

Tranche of Covered Bonds, the applicable Final Terms. The Issuer and any relevant Dealer may agree 

that Covered Bonds shall be issued in a form other than that contemplated in the Terms and Conditions, 

in which event, in the case of listed Covered Bonds, a new Base Prospectus will be published. 

This overview cannot be considered a Summary of this Base Prospectus, constituting only a general 

description of the Programme for the purposes of Article 22.5(3) of Commission Regulation (EC) No. 

809/2004 implementing the Prospectus Directive. 

Capitalised terms used in this overview and not otherwise defined below or under the Definitions have the 

respective meanings given to those terms elsewhere in this Base Prospectus. 

  

Description: Covered Bonds Programme. 

Programme Size: Up to €15,000,000,000 (or its equivalent in other currencies, all calculated as 

described under General Description of the Programme) aggregate principal 

amount (or, in the case of Covered Bonds issued at a discount, their 

aggregate nominal value) of Covered Bonds outstanding at any time. 

 The Issuer will have the option at any time to increase the amount of the 

Programme, subject to compliance with the relevant provisions of the 

Programme Agreement. 

Covered Bonds may be issued under the Programme up to 23 November 

2021. 

Issuer: Caixa Geral de Depósitos, S.A. (see Description of the Issuer). 

 The Issuer is a State owned public limited liability company incorporated 

under the laws of Portugal ("sociedade anónima de capitais exclusivamente 

públicos") and an authorised credit institution registered with the Bank of 

Portugal, with head office at Av. João XXI, no. 63, 1000-300 Lisboa, 

registered with the Commercial Registration Office of Lisbon under its 

taxpayer number 500 960 046, with a share capital of €5,900,000,000. 
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 The Issuer operates as a universal credit institution, providing various 

banking services (including mortgage lending) and is subject to the 

legislation applicable to Portuguese financial institutions, offering 

specialised financial services and providing customers with a wide range of 

banking and financial services. The Issuer enjoys, through its affiliate 

companies, an integrated presence in the following areas: investment 

banking, brokerage services and venture capital, property, insurance, asset 

management, specialised credit, e-commerce and cultural activities. 

Auditor: The Issuer's auditor is Deloitte & Associados – SROC, S.A., member of the 

Portuguese Institute of Statutory Auditors ("Ordem dos Revisores Oficiais de 

Contas"), registered with the CMVM with registration number 231, with 

registered office at Edifício Atrium Saldanha, Praça Duque de Saldanha, 1 – 

6
o
, 1050-094, Lisboa. 

Arranger: Barclays Bank PLC. 

Co-Arranger: Caixa – Banco de Investimento, S.A. (together with the Arranger, the 

"Arrangers"). 

Dealers: Banco Bilbao Vizcaya Argentaria, S.A., Barclays Bank PLC, Bayerische 

Landesbank, BNP Paribas, Caixa – Banco de Investimento, S.A., Citigroup 

Global Markets Limited, Commerzbank Aktiengesellschaft, Crédit Agricole 

Corporate and Investment Bank, Credit Suisse Securities (Europe) Limited, 

Daiwa Capital Markets Europe Limited, Deutsche Bank Aktiengesellschaft, 

DZ BANK AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main, 

HSBC France, Natixis, J.P. Morgan Securities plc, Merrill Lynch 

International, Morgan Stanley & Co. International plc, Natixis, Nomura 

International plc, Société Générale, The Royal Bank of Scotland plc, UBS 

Limited and UniCredit Bank AG, and any other Dealer(s) appointed from 

time to time by the Issuer in accordance with the Programme Agreement. 

Common Representative: Deutsche Trustee Company Limited, in its capacity as representative of the 

holders of the Covered Bonds pursuant to Article 14 of the Covered Bonds 

Law in accordance with the Terms and Conditions and the terms of the 

Common Representative Appointment Agreement, having its registered 

office at Winchester House, 1 Great Winchester Street, London EC2N 2DB, 

United Kingdom. 

Agent: Caixa Geral de Depósitos, S.A., in its capacity as Agent, with head office at 

Av. João XXI, no. 63, 1000-300 Lisboa. 
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Paying Agent: Caixa Geral de Depósitos, S.A., in its capacity as Paying Agent, with head 

office at Av. João XXI, no. 63, 1000-300 Lisboa, and any other Paying 

Agent appointed from time to time by the Issuer in accordance with the 

Programme Documents. 

Cover Pool Monitor: Deloitte & Associados – SROC, S.A., member of the Portuguese Institute of 

Statutory Auditors ("Ordem dos Revisores Oficiais de Contas"), registered 

with the CMVM with registration number 231, with registered office at 

Edifício Atrium Saldanha, Praça Duque de Saldanha, 1 – 6
th
, 1050-094, 

Lisboa. See Cover Pool Monitor. 

Accounts Bank: Caixa Geral de Depósitos, S.A., in its capacity as Accounts Bank, with head 

office at Av. João XXI, no. 63, 1000-300 Lisboa. 

Hedge Counterparties: The parties or party (each, a "Hedge Counterparty" and together, the 

"Hedge Counterparties") that, from time to time will enter into Hedging 

Contracts with the Issuer in accordance with the Covered Bonds Law. 

Risk Factors: There are certain factors that may affect the Issuer's ability to fulfil its 

obligations under the Covered Bonds issued under the Programme. These 

are set out under Risk Factors above and include, inter alia, exposure to 

adverse changes in the Portuguese economy, the credit risk of borrowers and 

clients of the Issuer, the risk of increased competition in the Portuguese 

market, possible rating downgrades of Portugal and its impact on funding of 

the economy and on the Issuer’s activity and other market risks to which the 

Issuer is or may become exposed. In addition, there are risk factors which 

are material for the purpose of assessing the other risks associated with 

Covered Bonds issued under the Programme. These are also set out in detail 

under Risk Factors above and include, inter alia, the fact that no judicial 

decision exists with respect to the Covered Bonds Law, the dynamics of the 

legal and regulatory requirements, the fact that the Covered Bonds may not 

be suitable investments for all investors, the risks related to the structure of a 

particular issue of Covered Bonds and the risks related to applicable tax 

certificate requirements. 

Distribution: Covered Bonds may be distributed by way of private placement and on a 

non-syndicated or syndicated basis. The method of distribution of each 

Tranche of Covered Bonds will be stated in the applicable Final Terms. See 

Subscription and Sale and Secondary Market Arrangements. 

Certain Restrictions: Each issue of Covered Bonds denominated in a currency in respect of which 

particular laws, guidelines, regulations, restrictions or reporting requirements 

apply will only be issued in circumstances which comply with such laws, 

guidelines, regulations, restrictions or reporting requirements from time to 

time. See Subscription and Sale and Secondary Market Arrangements. 
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Currencies: Subject to compliance with relevant laws, Covered Bonds may be issued in 

any currency agreed between the Issuer and the relevant Dealer(s) (as set out 

in the applicable Final Terms). 

Redenomination: The applicable Final Terms may provide that certain Covered Bonds not 

denominated in euro on issue may be redenominated in euro. 

Ratings: Covered Bonds issued under the Programme are expected on issue to be 

rated by at least one rating agency which has applied to be registered with 

the European Securities and Markets Authority under Regulation (EC) no. 

1060/2009 of the European Parliament and of the Council of 16 September 

2009 on credit rating agencies (the “CRA Regulation”), as amended. 

 The rating of Covered Bonds will not necessarily be the same as the rating 

applicable to the Issuer. A credit rating is not a recommendation to buy, sell 

or hold securities and may be subject to revision, suspension or withdrawal 

at any time by the assigning rating organisation. A rating addresses the 

likelihood that the holders of Covered Bonds will receive timely payments 

of interest and ultimate repayment of principal at the Maturity Date or the 

Extended Maturity Date, as applicable. 

Listing and Admission to 

Trading: 

This document dated 24 October 2014 has been approved by the CMVM as 

a base prospectus and application was made to Euronext for the admission of 

Covered Bonds issued under the Programme to trading on the regulated 

market Euronext Lisbon (“Euronext Lisbon”). Covered Bonds may, after 

notification by the CMVM to the supervision authority of the relevant 

Member State(s) of the European Union ("EU") in accordance with Article 

18 of the Prospectus Directive, be admitted to trading on the regulated 

market(s) of and/or be admitted to listing on stock exchange(s) of any other 

member states of the EEA. Covered Bonds which are neither listed nor 

admitted to trading on any market may also be issued under the Programme. 

The relevant Final Terms will state whether or not the relevant Covered 

Bonds are to be listed and/or admitted to trading and, if so, on which stock 

exchange(s) and/or regulated market(s). 

Selling Restrictions: There are restrictions on the offer, sale and transfer of the Covered Bonds in 

the United States, Japan, the EEA (including Italy, Portugal and the United 

Kingdom) as set out in Subscription and Sale and Secondary Market 

Arrangements and such other restrictions as may be required in connection 

with the offering and sale of a particular Tranche of Covered Bonds in a 

particular jurisdiction, which will be set out in the relevant Final Terms. 
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United States Selling 

Restriction: 

The Covered Bonds have not been and will not be registered under the 

Securities Act and may not be offered or sold in the United States or to, or 

for the account or benefit of, US persons unless an exemption from the 

registration requirements of the Securities Act is available or in a transaction 

not subject to the registration requirements of the Securities Act. 

Accordingly, the Covered Bonds are being offered and sold only outside the 

United States in reliance upon Regulation S under the Securities Act. See 

Subscription and Sale and Secondary Market Arrangements. 

Use Of Proceeds: Proceeds from the issue of Covered Bonds will be used by the Issuer to 

support its business in the terms permitted by the Covered Bonds Law. 

Status of the Covered 

Bonds: 

The Covered Bonds will constitute direct, unconditional, unsubordinated and 

secured obligations of the Issuer and will rank pari passu among themselves. 

The Covered Bonds will be mortgage covered bonds issued by the Issuer in 

accordance with the Covered Bonds Law and, accordingly, will be secured 

on cover assets that comprise a cover assets pool maintained by the Issuer in 

accordance with the terms of the Covered Bonds Law, and will rank pari 

passu with all other obligations of the Issuer under mortgage covered bonds 

issued or to be issued by the Issuer pursuant to the Covered Bonds Law. See 

Characteristics of the Cover Pool. 

Terms and Conditions of 

the Covered Bonds: 

Final Terms will be prepared in respect of each Tranche of Covered Bonds, 

supplementing the Terms and Conditions of the Covered Bonds set out in 

Terms and Conditions of the Covered Bonds. 

Clearing Systems: Interbolsa, and Euroclear, and/or Clearstream, Luxembourg, (together the 

"Clearing Systems" and, each, a "Clearing System"). See Form of the 

Covered Bonds and Clearing Systems. 

Form of the Covered 

Bonds: 

The Covered Bonds are held through Interbolsa and will be in book-entry 

form, either in bearer (ao portador) or in registered form (nominativas), and 

thus title to such Covered Bonds will be evidenced by book entries in 

accordance with the provisions of the Portuguese Securities Code and the 

applicable CMVM regulations. No physical document of title will be issued 

in respect of Covered Bonds so held through Interbolsa. See Form of the 

Covered Bonds and Clearing Systems. 

Transfer of Covered 

Bonds: 

The Covered Bonds may be transferred in accordance with the provisions of 

the relevant Clearing System or other central securities depositary with 

which the relevant Covered Bond has been deposited. The transferability of 

the Covered Bonds is not restricted. 
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Maturities: The Covered Bonds will have such maturities as may be agreed between the 

Issuer and the relevant Dealer(s) and as set out in the applicable Final Terms, 

subject to such minimum or maximum maturities as may be allowed or 

required from time to time by the relevant central bank (or equivalent body), 

the Covered Bonds Law or any laws or regulations applicable to the Issuer 

or the relevant Specified Currency. Currently the Covered Bonds Law 

establishes that Covered Bonds may not be issued with a maturity term 

shorter than 2 years or in excess of 50 years. See also Extended Maturity 

Date. 

Issue Price: The Covered Bonds may be issued on a fully-paid basis and at an issue price 

which is at par or at a discount to, or premium over, par, as specified in the 

applicable Final Terms. 

Events of Default: Issuer Insolvency. See Terms and Conditions of the Covered Bonds. 

Negative Pledge: None. 

Cross Default: None. 

Guarantor: None. 

Fixed Rate Covered 

Bonds: 

Fixed interest will be payable on such date or dates as may be agreed 

between the Issuer and the relevant Dealer(s) and on redemption and will be 

calculated on the basis of such Day Count Fraction as may be agreed 

between the Issuer and the relevant Dealer(s) (as set out in the applicable 

Final Terms). 

Floating Rate Covered 

Bonds: 

Floating Rate Covered Bonds will bear interest determined separately for 

each Series as follows: 

  on the same basis as the floating rate under a notional interest rate 

swap transaction in the relevant Specified Currency governed by an 

agreement incorporating the 2006 ISDA Definitions (as published by 

the International Swaps and Derivatives Association Inc. ("ISDA") and 

as amended and updated as at the Issue Date of the first Tranche of 

Covered Bonds of the relevant Series); or 

  on the basis of a reference rate appearing on the agreed screen page of 

a commercial quotation service; or 

  on such other basis as may be agreed between the Issuer and the 

relevant Dealer(s), as set out in the applicable Final Terms. 
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 The margin (if any) relating to such floating rate will be agreed between the 

Issuer and the relevant Dealer(s) for each Series of Floating Rate Covered 

Bonds. Interest periods will be specified in the applicable Final Terms. 

Zero Coupon Covered 

Bonds: 

Zero Coupon Covered Bonds may be offered and sold at a discount to their 

nominal amount unless otherwise specified in the applicable Final Terms. 

Redemption: The applicable Final Terms relating to each Tranche of Covered Bonds will 

specify either (i) that the relevant Covered Bonds cannot be redeemed prior 

to their stated maturity, save as provided for in the Covered Bonds Law 

(other than in specified instalments, if applicable – see The Covered Bonds 

Law), or (ii) that the relevant Covered Bonds will be redeemable at the 

option of the Issuer and/or the holder of Covered Bonds upon giving notice 

to the holder of Covered Bonds or the Issuer, on a date or dates specified 

prior to such stated maturity and at a price or prices and on such other terms 

as may be agreed between the Issuer and the relevant Dealer(s). The 

applicable Final Terms may provide that the Covered Bonds may be 

redeemable in two or more instalments of such amounts and on such dates as 

are specified in the applicable Final Terms. See also Extended Maturity 

Date. 

Extended Maturity Date: Unless the rating provided by the rating agencies appointed by the Issuer at 

the relevant time in respect of the Programme is adversely affected by such 

provisions, the applicable Final Terms will also provide that an Extended 

Maturity Date applies to each Series of the Covered Bonds. 

 As regards redemption of Covered Bonds to which an Extended Maturity 

Date so applies, if the Issuer fails to redeem the relevant Covered Bonds in 

full on the Maturity Date (or within two Business Days thereafter), the 

maturity of the principal amount outstanding of the Covered Bonds not 

redeemed will automatically extend on a monthly basis up to one year but, 

no later than, the Extended Maturity Date, subject as otherwise provided for 

in the applicable Final Terms. In that event the Issuer may redeem all or any 

part of the principal amount outstanding of the Covered Bonds on an Interest 

Payment Date falling in any month after the Maturity Date up to and 

including the Extended Maturity Date or as otherwise provided for in the 

applicable Final Terms. 
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 As regards interest on Covered Bonds to which an Extended Maturity Date 

so applies, if the Issuer fails to redeem the relevant Covered Bonds in full on 

the Maturity Date (or within two Business Days thereafter), the Covered 

Bonds will bear interest on the principal amount outstanding of the Covered 

Bonds from (and including) the Maturity Date to (but excluding) the earlier 

of the Interest Payment Date after the Maturity Date on which the Covered 

Bonds are redeemed in full or the Extended Maturity Date and will be 

payable in respect of the Interest Period ending immediately prior to the 

relevant Interest Payment Date in arrear or as otherwise provided for in the 

applicable Final Terms on each Interest Payment Date after the Maturity 

Date at the rate provided for in the applicable Final Terms. 

 In the case of a Series of Covered Bonds to which an Extended Maturity 

Date so applies, those Covered Bonds may for the purposes of the 

Programme be: 

 (a) Fixed Interest Covered Bonds, Zero Coupon Covered Bonds, or 

Floating Rate Covered Bonds in respect of the period from the Issue 

Date to (and including) the Maturity Date; 

 (b) Fixed Interest Covered Bonds or Floating Rate Covered Bonds in 

respect of the period from (but excluding) the Maturity Date to (and 

including) the Extended Maturity Date, as set out in the applicable 

Final Terms. 

 In the case of Covered Bonds which are Zero Coupon Covered Bonds up to 

(and including) the Maturity Date and for which an Extended Maturity Date 

applies, the initial outstanding principal amount on the Maturity Date for the 

above purposes will be the total amount otherwise payable by the Issuer but 

unpaid on the relevant Covered Bonds on the Maturity Date. 

Denomination of the 

Covered Bonds: 

Covered Bonds will be issued in such denominations as may be agreed 

between the Issuer and the relevant Dealer(s), as specified in the applicable 

Final Terms, subject to compliance with the applicable legal and/or 

regulatory and/or central bank requirements and provided that each Series 

will have Covered Bonds of one denomination only. See Certain 

Restrictions above. 

Minimum Denomination: The Covered Bonds to be issued on or after the date hereof will be issued in 

denomination per unit not lower than €100,000 (or its equivalent in another 

currency) as specified in the relevant Final Terms, unless the Covered Bonds 

will not be distributed to the public or admitted to trading on a regulated 

market, in which case lower denominations per unit may apply. 
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Taxation of the Covered 

Bonds: 

All payments in respect of the Covered Bonds will be made subject to any 

legally applicable Tax withholding or deductions (notably in relation to 

residents for tax purposes in Portugal), except if any Tax withholding 

exemption or waiver applies, in which case such payments of principal and 

interest in respect of the Covered Bonds shall be made free and clear of, and 

without withholding or deduction for, Taxes (investors being in any case 

required to comply with the applicable obligations). The Issuer will not be 

obliged to make any additional payments in respect of any such withholding 

or deduction imposed. In order for withholding tax not to apply, the holders 

of the Covered Bonds must, inter alia, deliver certain tax certifications. See 

Taxation section. 

The Covered Bonds Law: The Covered Bonds Law introduced into Portuguese Law a framework for 

the issuance of certain types of asset covered bonds. Asset covered bonds 

can only be issued by (i) credit institutions licensed under the Credit 

Institutions General Regime or (ii) by special credit institutions created 

pursuant to the Covered Bonds Law, whose special purpose is the issue of 

covered bonds. The Covered Bonds Law establishes that issuers of mortgage 

covered bonds shall maintain a cover assets pool, comprised of mortgage 

credit assets and limited classes of other assets, over which the holders of the 

relevant covered bonds have a statutory special creditor privilege. 

 The Covered Bonds Law also provides for (i) the inclusion of certain 

hedging contracts in the relevant cover pool and (ii) certain special rules that 

shall apply in the event of insolvency of the Issuer. The Covered Bonds Law 

and the Bank of Portugal Regulations further provide for (i) the supervision 

and regulation of issuers of covered bonds by the Bank of Portugal, (ii) the 

role of a cover pool monitor in respect of each issuer of covered bonds and 

the relevant cover pool maintained by it, (iii) the role of the common 

representative of the holders of covered bonds, (iv) restrictions on the types 

and status of the assets comprised in a cover pool (including loan to value 

restrictions, weighted average interest receivables and weighted average 

maturity restrictions), and (v) asset/liability management between the cover 

pool and the covered bonds. See Characteristics of the Cover Pool, 

Insolvency of the Issuer, Common Representative of the Holders of Covered 

Bonds and The Covered Bonds Law. 
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 The Covered Bonds issued by the Issuer will qualify as mortgage covered 

bonds for the purposes of the Covered Bonds Law. The Covered Bonds will 

be senior obligations of the Issuer and will rank equally with all other 

Covered Bonds which may be issued by the Issuer. In the event of an 

insolvency of the Issuer, the holders of the Covered Bonds issued by the 

Issuer, together with the Other Preferred Creditors, will have recourse under 

the Covered Bonds Law to the Cover Pool in priority to other creditors 

(whether secured or unsecured) of the Issuer who are not preferred creditors 

under the Covered Bonds Law. See Characteristics of the Cover Pool – 

Insolvency of the Issuer. 

Governing Law: Unless otherwise specifically provided, the Covered Bonds and all other 

documentation and matters relating to the Programme, including any non-

contractual obligations arising out of, or in connection with, the Covered 

Bonds or the Programme are governed by, and will be construed in 

accordance with, Portuguese Law. 
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RESPONSIBILITY STATEMENTS 

In respect of the Issuer, this Base Prospectus comprises a base prospectus for the purposes of Article 26 of 

the Prospectus Regulation and Article 135-C of the Portuguese Securities Code, which implemented article 

5.4 of the Prospectus Directive for the purpose of giving information with regard to the Issuer and the 

Covered Bonds which, according to the nature of the Issuer and the Covered Bonds, is necessary to enable 

investors to make an informed assessment of the assets and liabilities, financial position, profit and losses 

and prospects of the Issuer, as well as of the features and characteristics of the Covered Bonds. This Base 

Prospectus is not a prospectus for the purposes of section 12(a)(2) or any other provision of the US 

Securities Act. 

The format and contents of this Base Prospectus comply with the relevant provisions of the Prospectus 

Directive, the Prospectus Regulation, the Portuguese Securities Code and all laws and regulations applicable 

thereto. 

For the purposes of Articles 149, 150 and 243 of the Portuguese Securities Code, the Issuer, the members of 

the Board of Directors, of the Supervisory Board and the Statutory Auditor of the Issuer (see Board of 

Directors, General Meeting, Supervisory Board and Statutory Auditor of the Issuer) are responsible for the 

information contained in this Base Prospectus for which each of them is responsible in accordance with 

such legal provisions
1
, subject to the qualifications below and all such responsible persons hereby declare 

that, to the best of their knowledge (having taken all reasonable care to ensure that such is the case), the 

information contained in this Base Prospectus is in accordance with the facts and does not omit anything 

likely to affect the import of such information. The Auditor has responsibility for the financial information 

that has been certified by it and that is included in this Base Prospectus and hereby declares that, to the best 

of its knowledge (having taken all reasonable care to ensure that such is the case), such included financial 

information is in accordance with the facts and does not omit anything likely to affect the import of such 

information. 

Deloitte & Associados – SROC, S.A., registered with the CMVM with number 231, with registered office at 

Edifício Atrium Saldanha, Praça Duque de Saldanha, 1 - 6º 1050-094, Lisbon (hereinafter referred to as the 

“Auditor”), represented by João Carlos Henriques Gomes Ferreira has audited and expressed an opinion on 

the financial statements of the Issuer for the financial years ended 31 December 2012 and 31 December 

2013. The Auditor’s Reports referring to the above financial periods are incorporated by reference in this 

Base Prospectus (see Documents Incorporated by Reference). 

This Base Prospectus is to be read in conjunction with all documents which are deemed to be incorporated 

herein by reference (see Documents Incorporated by Reference). This Base Prospectus shall be read and 

construed, and any decision to invest in the Covered Bonds should be made, on the basis that such 

documents are so incorporated and form part of this Base Prospectus as a whole. 

No person is or has been authorised by the Issuer to give any information or to make any representation not 

                                                        
1 Following its appointment to the board of directors of Novo Banco, S.A., Mr. Jorge Telmo Maria Freire Cardoso has requested 6 months 

suspension (renewable for same periods) of its mandate as a member of CGD’s board of directors; the approval of the suspension is currently 

pending. 
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contained in, or not consistent with, this Base Prospectus or any other information supplied in connection 

with the Programme or the Covered Bonds and, if given or made, such information or representation must 

not be relied upon as having been authorised by the Issuer, the Arrangers (as defined in Definitions), the 

Common Representative (as defined under General Description of the Programme) or any of the Dealers. 

Neither the delivery of this Base Prospectus nor the offering, sale or delivery of any Covered Bonds shall in 

any circumstances imply that the information contained herein concerning the Issuer is correct at any time 

subsequent to the date hereof or the date upon which this Base Prospectus has been most recently 

supplemented or that any other information supplied in connection with the Programme is correct as of any 

time subsequent to the date indicated in the document containing such information. The Issuer will, in the 

event of any significant new factor, material mistake or inaccuracy relating to information included in this 

Base Prospectus which is capable of affecting the assessment of any Covered Bonds, prepare a supplement 

to this Base Prospectus or publish a new Base Prospectus to be used in connection with any subsequent 

issue of Covered Bonds. 

The Arrangers, the Common Representative and the Dealers expressly do not undertake to review the 

financial condition or affairs of the Issuer during the duration of the Programme or to advise any investor in 

the Covered Bonds of any information which may come to their attention. Investors should review, amongst 

other things, the most recent financial statements, if any, of the Issuer when deciding whether or not to 

purchase any Covered Bonds. 

This Base Prospectus or any Final Terms (as defined below) does not constitute an offer to sell or a 

solicitation of an offer to buy any securities other than Covered Bonds or an offer to sell or a solicitation of 

any offer to buy any Covered Bonds in any jurisdiction to any person to whom it is unlawful to make such 

offer or solicitation in such jurisdiction. The distribution of this Base Prospectus and the offer or sale of 

Covered Bonds may be restricted by law in certain jurisdictions.  

The Issuer, the Arrangers and the Dealers do not represent that this Base Prospectus may be lawfully 

distributed, or that any Covered Bonds may be lawfully offered, in compliance with any applicable 

registration or other requirements in any such jurisdiction, or pursuant to an exemption available thereunder, 

or assume any responsibility for facilitating any such distribution or offering. In particular, no action has 

been taken by the Issuer, the Arrangers or the Dealers (save for application for approval by the CMVM of 

this Base Prospectus as a base prospectus – the competent authority in Portugal for the purposes of the 

Prospectus Directive (as defined below) and the relevant Portuguese laws – compliant with the Prospectus 

Directive and the relevant Portuguese laws) which would permit a public offering of any Covered Bonds or 

the distribution of this Base Prospectus or any other offering material relating to the Programme or the 

Covered Bonds issued thereunder in any jurisdiction where action for that purpose is required. Accordingly, 

no Covered Bonds may be offered or sold, directly or indirectly and neither this Base Prospectus nor any 

advertisement or other offering material relating to the Programme or the Covered Bonds issued thereunder 

may be distributed or published in any jurisdiction, except under circumstances that would result in 

compliance with any applicable securities laws and regulations. Each Dealer has represented or, as the case 

may be, will be required to represent that to the best of its knowledge all offers and sale by it will be made 

on the terms indicated above. Persons into whose possession this Base Prospectus or any Covered Bonds 

may come must inform themselves about, and observe, any applicable restrictions on the distribution of this 

Base Prospectus and the offering and sale of the Covered Bonds. In particular, there are restrictions on the 
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distribution of this Base Prospectus and the offer or sale of Covered Bonds in the United States, the 

European Economic Area (the “EEA”) (including, among other countries, Italy, Portugal and the United 

Kingdom) and Japan. See Subscription and Sale and Secondary Market Arrangements. 

The Arrangers, the Common Representative and the Dealers have not independently verified the 

information contained or incorporated in this Base Prospectus. Accordingly, none of the Arrangers, the 

Common Representative or the Dealers makes any representation, warranty or undertaking, express or 

implied, or accepts any responsibility, with respect to the accuracy or completeness of any of the 

information contained in this Base Prospectus. Neither this Base Prospectus nor any other information 

supplied in connection with the Programme or the Covered Bonds is intended to provide the basis of any 

credit or other evaluation and should not be considered as a recommendation by the Issuer, the Arrangers, 

the Common Representative or the Dealers that any recipient of this Base Prospectus or any other financial 

information supplied in connection with the Programme should purchase the Covered Bonds. Each investor 

contemplating purchasing any Covered Bonds should make its own independent investigation of the 

financial condition and affairs and its own appraisal of the creditworthiness of the Issuer and the advantages 

and risks of investing in Covered Bonds. Any investor in the Covered Bonds should be able to bear the 

economic risk of an investment in the Covered Bonds for an indefinite period of time. Neither this Base 

Prospectus nor any other information supplied in connection with the Programme constitutes a public offer 

or invitation by or on behalf of the Issuer, the Arrangers, the Common Representative or any of the Dealers 

to subscribe for or to purchase any Covered Bonds. Neither the Arrangers, the Dealers nor the Issuer make 

any representation to any investor in the Covered Bonds regarding the legality of its investment under any 

applicable laws. None of the Arrangers, the Common Representative or the Dealers undertakes to review 

the financial condition or affairs of the Issuer during the life of the arrangements contemplated by this Base 

Prospectus nor to advise any investor or potential investor in Covered Bonds of any information coming to 

the attention of the Arrangers, the Common Representative or any of the Dealers. 

This Base Prospectus has been prepared on the basis that, except to the extent sub-paragraph (ii) below may 

apply, any offer of Covered Bonds in any Member State of the EEA which has implemented the Prospectus 

Directive (each, a “Relevant Member State”) will be made pursuant to an exemption under the Prospectus 

Directive, as implemented in that Relevant Member State, from the requirement to publish a prospectus for 

offers of Covered Bonds. Accordingly any person making or intending to make an offer in that Relevant 

Member State of Covered Bonds which are the subject of a placement contemplated in this Base Prospectus 

as completed by final terms in relation to the offer of those Covered Bonds may only do so (i) in 

circumstances in which no obligation arises for the Issuer or any Dealer to publish a prospectus pursuant to 

Article 3 of the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus 

Directive, in each case, in relation to such offer, or (ii) if a prospectus for such offer has been approved by 

the competent authority in that Relevant Member State or, where appropriate, approved in another Relevant 

Member State and notified to the competent authority in that Relevant Member State and (in either case) 

published, all in accordance with the Prospectus Directive, provided that any such prospectus has 

subsequently been completed by final terms which specify that offers may be made other than pursuant to 

Article 3(2) of the Prospectus Directive in that Relevant Member State and such offer is made in the period 

beginning and ending on the dates specified for such purpose in such prospectus or final terms, as 

applicable. Except to the extent sub-paragraph (ii) above may apply, neither the Issuer nor any Dealer have 

authorised, nor do they authorise, the making of any offer of Covered Bonds in circumstances in which an 
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obligation arises for the Issuer or any Dealer to publish or supplement a prospectus for such offer. The 

expression “Prospectus Directive” means Directive 2003/71/EC (and amendments thereto, including the 

2010 PD Amending Directive, to the extent implemented in the Relevant Member State), and includes any 

relevant implementing measure in the Relevant Member State and the expression “2010 PD Amending 

Directive” means Directive 2010/73/EU. 

In this Base Prospectus, unless otherwise specified or the context otherwise requires, references to “€”, 

“EUR” or “euro” are to the lawful currency of the Member States of the European Union that adopt the 

single currency introduced at the start of the third stage of European economic and monetary union, and as 

defined in Article 2 of Council Regulation (EC) No. 974/98 of 3 May 1998 on the introduction of the euro, 

as amended, to “U.S.$”, “USD” or “U.S. dollars” are to United States dollars, the lawful currency of the 

Unites States of America, and to “£” or “GBP” or “pounds sterling” are to pounds sterling, the lawful 

currency of the United Kingdom. 
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DOCUMENTS INCORPORATED BY REFERENCE 

The following documents, which have previously been published and have been filed with the CMVM, 

shall be deemed to be incorporated in, and to form part of, this Base Prospectus:  

(a) the audited consolidated financial statements of the Issuer in respect of the financial years ended 31 

December 2012 and 31 December 2013, in each case together with the auditors’ reports prepared in 

connection therewith. The audited non-consolidated financial statements of the Issuer for the 

financial years ended 31 December 2012 and 31 December 2013, in each case together with the 

auditors’ report prepared in connection therewith; 

(b) the unaudited consolidated financial statements of the Issuer for the first semester of 2014; 

(c) the English version of the by-laws of the Issuer; and 

(d) the base prospectus dated 17 October 2013 and the supplement thereto dated 3 January 2014. 

Following the publication of this Base Prospectus, a supplement may be prepared by the Issuer and 

approved by the CMVM in accordance with Article 142 of the Portuguese Securities Code which 

implemented Article 16 of the Prospectus Directive. Statements contained in any such supplement (or 

contained in any document incorporated by reference therein) shall to the extent applicable (whether 

expressly, by implication or otherwise) be deemed to modify or supersede statements contained in this Base 

Prospectus or in a document which is incorporated by reference in this Base Prospectus. Any statement so 

modified or superseded shall not, except as so modified or superseded, constitute a part of this Base 

Prospectus. 

Copies of English language documents incorporated by reference in this Base Prospectus can be obtained 

from the registered offices of the Issuer at Av. João XXI, no. 63, 1000-300 Lisboa and from the specified 

offices of the Agent at Av. João XXI, no. 63, 1000-300 Lisboa and of the Common Representative at 

Winchester House, 1 Great Winchester Street, London EC2N 2DB, United Kingdom, as well as from the 

website of the Issuer, being www.cgd.pt.  

This Base Prospectus and the documents incorporated by reference, with the exception of the Issuer’s by-

laws, can be obtained from the website of the CMVM, being www.cmvm.pt. 

The Issuer will, in the event of any significant new factor, material mistake or inaccuracy relating to 

information included in this Base Prospectus which is capable of affecting the assessment of any Covered 

Bonds, prepare a supplement to this Base Prospectus or publish a new Base Prospectus to be used in 

connection with any subsequent issue of Covered Bonds. 

http://www.cgd.pt/
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FORM OF THE COVERED BONDS AND INTERBOLSA 

The Covered Bonds will be held through a central securities depositary (“CSD”) which will be the 

Portuguese domestic CSD, Interbolsa – Sociedade Gestora de Sistemas de Liquidação e de Sistemas 

Centralizados de Valores Mobiliários, S.A. as operator of the Central de Valores Mobiliários 

(“Interbolsa”). 

The information set out below is subject to any change in or reinterpretation of the rules, regulations and 

procedures of Interbolsa currently in effect. The information in this section concerning Interbolsa has been 

obtained from sources that the Issuer believes to be reliable, but none of the Arrangers or any Dealer takes 

any responsibility for the accuracy thereof. Investors wishing to use the facilities of Interbolsa are advised to 

confirm the continued applicability of its rules, regulations and procedures. None of the Issuer, the 

Arrangers or any of the Dealers will have any responsibility or liability for any aspect of the records relating 

to, or payments made on account of, interests in the Covered Bonds held through the facilities of Interbolsa 

or for maintaining, supervising or reviewing any records relating to such interests. 

Interbolsa holds securities for its participants and facilitates the clearance and settlement of securities 

transactions by electronic book-entry transfer between their respective participants. Interbolsa provides 

various services including safekeeping, administration, clearance and settlement of domestically and 

internationally traded securities and securities lending and borrowing.  

The address of Interbolsa is Avenida da Boavista, 3433, 4100-138 Porto, Portugal.  

The Covered Bonds have not been and will not be registered under the Securities Act and may not be 

offered or sold in the United States or to, or for the benefit of, US persons unless an exemption from the 

registration requirements of the Securities Act is available or in a transaction not subject to the registration 

requirements of the Securities Act (see Subscription and Sale and Secondary Market Arrangements). 

Accordingly, the Covered Bonds will only be issued outside the United States in reliance upon Regulation S 

under the Securities Act. 

General 

Interbolsa manages a centralised system (“sistema centralizado”) composed of interconnected securities 

accounts, through which such securities (and inherent rights) are held and transferred, and which allows 

Interbolsa to control at all times the amount of securities so held and transferred. Issuers of securities, 

financial intermediaries, the Bank of Portugal and Interbolsa, as the controlling entity, all participate in such 

centralised system. 

The centralised securities system of Interbolsa provides for all the procedures required for the exercise of 

ownership rights inherent to the covered bonds held through Interbolsa. 

In relation to each issue of securities, Interbolsa’s centralised system comprises, inter alia, (i) the issue 

account, opened by the relevant issuer in the centralised system and which reflects the full amount of issued 

securities; and (ii) the control accounts opened by each of the financial intermediaries which participate in 

Interbolsa’s centralised system, and which reflect the securities held by such participant on behalf of its 
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customers in accordance with its individual securities accounts. 

Covered Bonds held through Interbolsa will be attributed an International Securities Identification Number 

(“ISIN”) code through the codification system of Interbolsa and will be accepted for clearing through 

LCH.Clearnet, S.A. as well as through the clearing systems operated by Euroclear and Clearstream, 

Luxembourg and settled by Interbolsa’s settlement system. Under the procedures of Interbolsa’s settlement 

system, settlement of trades executed through Euronext Lisbon takes place on the third Business Day after 

the trade date and is provisional until the financial settlement that takes place at the Bank of Portugal on the 

settlement date. 

Form of the Covered Bonds  

The Covered Bonds of each Series will be in book-entry form and title to the Covered Bonds will be 

evidenced by book entries in accordance with the provisions of the Portuguese Securities Code and the 

applicable CMVM regulations. No physical document of title will be issued in respect of Covered Bonds 

held through Interbolsa. The Covered Bonds may be registered Covered Bonds (“nominativas”) or bearer 

Covered Bonds (“ao portador”), as specified in the applicable Final Terms. 

The Covered Bonds of each Series will be registered in the relevant issue account opened by the Issuer with 

Interbolsa and will be held in control accounts by each Interbolsa Participant on behalf of the holders of the 

Covered Bonds. Such control accounts reflect at all times the aggregate of Covered Bonds held in the 

individual securities accounts opened by the holders of the Covered Bonds with each of the Interbolsa 

Participants. The expression “Interbolsa Participant” means any authorised financial intermediary entitled 

to hold control accounts with Interbolsa on behalf of their customers and includes any depository banks 

appointed by Euroclear and Clearstream, Luxembourg for the purpose of holding accounts on behalf of 

Euroclear and Clearstream, Luxembourg. 

Each person shown in the records of an Interbolsa Participant as having an interest in Covered Bonds shall 

be treated as the holder of the principal amount of the Covered Bonds recorded therein. 

Registering the Covered Bonds with Interbolsa does not necessary mean that the Covered Bonds will be 

recognised as eligible collateral for Eurosystem monetary policy and intra-day credit operations by the 

Eurosystem either upon issue, or at any or all times during their life, as such recognition will depend upon 

satisfaction of the Eurosystem eligibility criteria. 

Payment of principal and interest in respect of Covered Bonds 

Whilst the Covered Bonds are held through Interbolsa, payment in respect of the Covered Bonds of 

principal and interest (i) in Euros will be (a) credited, according to the procedures and regulations of 

Interbolsa, by the relevant Paying Agent (acting on behalf of the Issuer) from the payment current account 

which the Paying Agent has indicated to, and has been accepted by, Interbolsa to be used on the Paying 

Agent’s behalf for payments in respect of securities held through Interbolsa to the payment current accounts 

held according to the applicable procedures and regulations of Interbolsa by the Interbolsa Participants 

whose control accounts with Interbolsa are credited with such Covered Bonds and thereafter (b) credited by 

such Interbolsa Participants from the aforementioned payment current-accounts to the accounts of the 
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owners of those Covered Bonds or through Euroclear and Clearstream, Luxembourg to the accounts with 

Euroclear and Clearstream, Luxembourg of the beneficial owners of those Covered Bonds, in accordance 

with the rules and procedures of Interbolsa, Euroclear or Clearstream, Luxembourg, as the case may be; (ii) 

in currencies other than Euros will be (a) transferred, on the payment date and according to the procedures 

and regulations applicable by Interbolsa, from the account held by the relevant Paying Agent in the Foreign 

Currency Settlement System (Sistema de Liquidação em Moeda Estrangeira), managed by Caixa Geral de 

Depósitos, S.A., to the relevant accounts of the relevant Interbolsa Participants, and thereafter (b) 

transferred by such Interbolsa Participants from such relevant accounts to the accounts of the owners of 

those Covered Bonds or through Euroclear and Clearstream, Luxembourg to the accounts with Euroclear 

and Clearstream, Luxembourg of the beneficial owners of those Covered Bonds, in accordance with the 

rules and procedures of Interbolsa, Euroclear or Clearstream, Luxembourg, as the case may be. 

The Issuer must provide Interbolsa with a prior notice of all payments in relation to Covered Bonds and all 

necessary information for that purpose. In particular, such notice must contain: 

(a) the identity of the Paying Agent responsible for the relevant payment; and 

(b) a statement of acceptance of such responsibility by the Paying Agent. 

Interbolsa shall notify the Paying Agent of the amounts to be settled, which Interbolsa calculates on the 

basis of the balances and on the tax rules governing the accounts of the Interbolsa Participants. 

In the case of a partial payment, the amount held in the relevant current account of the Paying Agent must 

be apportioned pro-rata between the accounts of the Interbolsa Participants. After a payment has been 

processed, such process shall be confirmed to Interbolsa. 

Transfer of Covered Bonds 

Covered Bonds held through Interbolsa may, subject to compliance with all applicable rules, restrictions 

and requirements of Interbolsa and Portuguese law, be transferred to a person who wishes to hold such 

Covered Bonds. No owner of a Covered Bond will be able to transfer such Covered Bond, except in 

accordance with Portuguese Law and the applicable procedures of Interbolsa.  
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FINAL TERMS FOR COVERED BONDS 

The form of Final Terms that will be issued in respect of each Tranche of Covered Bonds issued under the 

Programme, subject only to the deletion of non-applicable provisions, is set out below: 

Final Terms dated [●] 

Caixa Geral de Depósitos, S.A. 

Issue of [Aggregate Nominal Amount of Tranche] [[●] per cent./Floating Rate/Zero Coupon] Covered 

Bonds due [●] 

under the €15,000,000,000 Covered Bonds Programme 

THE COVERED BONDS (AS DESCRIBED HEREIN) ARE MORTGAGE COVERED BONDS ISSUED 

IN ACCORDANCE WITH DECREE-LAW 59/2006, OF 20 MARCH 2006 (THE ‘‘COVERED BONDS 

LAW’’). THE ISSUER HAS THE CAPACITY TO ISSUE COVERED BONDS IN ACCORDANCE 

WITH THE COVERED BONDS LAW. THE FINANCIAL OBLIGATIONS OF THE ISSUER UNDER 

THE COVERED BONDS ARE SECURED ON THE COVER POOL MAINTAINED BY THE ISSUER 

IN ACCORDANCE WITH THE COVERED BONDS LAW. 

This document constitutes the Final Terms relating to the issue of Covered Bonds described herein. 

PART A—CONTRACTUAL TERMS 

Terms used herein shall be deemed to be defined as such for the purposes of the terms and conditions of the 

Covered Bonds (the “Terms and Conditions”) set forth in the Base Prospectus dated 24 October 2014, 

[and the supplement dated [●]] which [together] constitute[s] a base prospectus for the purposes of 

Directive 2003/71/EC of the European Parliament and of the Council of 4 November 2003 (the “Prospectus 

Directive”, as amended, (which includes the amendments made by Directive 2010/73/EU of the European 

Parliament and of the Council of 24 November 2010, to the extent that such amendments have been 

implemented in the relevant Member State), the Commission Regulation (EC) No 809/2004, as amended 

(the “Prospectus Regulation”) and the Portuguese Securities Code (approved by Decree-Law 486/99 of 13 

November, as amended, the “Portuguese Securities Code”). This document constitutes the Final Terms of 

the Covered Bonds described herein for the purposes of Article 135-C.4 of the Portuguese Securities Code, 

which implemented Article 5.4 of the Prospectus Directive and must be read in conjunction with such Base 

Prospectus [as so supplemented]. Full information on the Issuer and the offer of the Covered Bonds is only 

available on the basis of the combination of these Final Terms and the Base Prospectus. The Base 

Prospectus [as supplemented] is available for viewing at Caixa Geral de Depósitos, S.A., Av. João XXI, no. 

63, 1000-300, Lisboa, www.cgd.pt and www.cmvm.pt and copies may be obtained from the same 

addresses. 

[The following alternative language applies if the first tranche of an issue which is being increased was 

issued under the base prospectus dated [17 October 2013 and the supplement thereto dated 3 January 

2014].] 

http://www.cgd.pt/
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Terms used herein shall be deemed to be defined as such for the purposes of the terms and conditions of the 

Covered Bonds (the “Terms and Conditions”) set forth in the base prospectus dated [17 October 2013] as 

supplemented [on 3 January 2014] which is incorporated by reference in the Base Prospectus dated 24 

October 2014 [and the supplement dated [●]] (the “Base Prospectus”), which [together] constitute[s] a base 

prospectus for the purposes of Directive 2003/71/EC of the European Parliament and of the Council of 4 

November 2003 (the “Prospectus Directive”), as amended, (which includes the amendments made by 

Directive 2010/73/EU of the European Parliament and of the Council of 24 November 2010, to the extent 

that such amendments have been implemented in the relevant Member State), the Commission Regulation 

(EC) No 809/2004, as amended (the “Prospectus Regulation”) and the Portuguese Securities Code 

(approved by Decree-Law 486/99 of 13 November, as amended, the “Portuguese Securities Code”). This 

document constitutes the Final Terms of the Covered Bonds described herein for the purposes of Article 

135-C.4 of the Portuguese Securities Code, which implemented Article 5.4 of the Prospectus Directive and 

must be read in conjunction with the Base Prospectus, which constitutes a base prospectus for the purposes 

of the Prospectus Directive, save in respect of the Terms and Conditions which are extracted from the Base 

Prospectus dated [17 October 2013] and are attached hereto. Full information on the Issuer and the offer of 

the Covered Bonds is only available on the basis of the combination of such Terms and Conditions, these 

Final Terms and the Base Prospectus dated 24 October 2014. The Base Prospectus [as supplemented] is 

available for viewing at Caixa Geral de Depósitos, S.A., Av. João XXI, no. 63, 1000-300, Lisbon, Portugal, 

and copies may be obtained from the same address. A copy of the Base Prospectus [and any supplements 

thereto] [is] [are] available for viewing at www.cmvm.pt and www.cgd.pt].  

[Include whichever of the following apply or specify as “Not Applicable” (N/A). Note that the numbering 

should remain as set out below, even if “Not Applicable” is indicated for individual paragraphs or sub-

paragraphs. Italics denote guidance for completing the Final Terms.] 

[When completing any final terms, or adding any other final terms or information, consideration should be 

given as to whether such terms or information constitute “significant new factors” or an amendment to the 

Terms and Conditions and consequently trigger the need for a supplement to the Base Prospectus under 

Article 142 of the Portuguese Securities Code which implemented Article 16 of the Prospectus Directive.] 

1 (i) Series Number: [●] 

 (ii) Tranche Number: [●] 

  (If fungible with an existing Series, details of that 

Series, including the date on which the Covered 

Bonds become fungible.)] 

2 Specified Currency or Currencies: [●] 

3 (i) Aggregate Nominal Amount of Covered 

Bonds: 

 

 A. Series: [●] 

http://www.cmvm.pt/
http://www.cgd.pt/
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 [B. Tranche: [●]] 

 (ii) Specify whether Covered Bonds to be 

admitted to trading: 

[Yes (if so, specify each Series/Tranche)/No] 

4 (i) Issue Price: [●] per cent. of the Aggregate Nominal Amount 

[plus accrued interest from [insert date] (in the 

case of fungible issues only, if applicable)] 

 (ii) [Net Proceeds 

 (Required only for listed issues)] 

[●]] 

5 Specified Denominations: [●] [any Covered Bonds, distributed to the public 

or admitted to trading on a regulated market, will 

always be issued in a denomination per unit not 

lower than €100,000 (or its equivalent in other 

currencies)] 

6 (i) Issue Date: [●] 

 (ii) Interest Commencement Date: [specify if different from the Issue Date/Issue 

Date/Not Applicable] 

7 Maturity Date: [specify date or (for Floating Rate Covered Bonds) 

Interest Payment Date falling in or nearest to the 

relevant month and year] 

8 Extended Maturity Date: [Applicable/Not Applicable] 

  [insert date] [If applicable, the date should be that 

falling one year after the Maturity Date. If not 

applicable, insert “Not Applicable”]. 

  [Extended Maturity Date must be Applicable to all 

issues of Covered Bonds, unless, the rating 

agencies which at the relevant time provide credit 

ratings for the Programme agree that Extended 

Maturity Date may be Not Applicable] 

9 Interest Basis:  
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 (i) Period to (and including) Maturity Date: [Fixed Rate Notes] 

[●] per cent. Fixed Rate] 

[Floating Rate Notes] 

[[Euribor / Libor] +/− Margin 

Margin = [●] per cent.] 

[Zero Coupon] 

(further particulars specified below) 

 (ii) Period from (but excluding) Maturity 

Date up to (and including) Extended 

Maturity Date: 

[Not Applicable] / 

[[●] per cent. Fixed Rate] 

[Euribor / Libor] +/− Margin 

Margin = [●] per cent.] 

(further particulars specified below) 

[Insert “Not Applicable” only if Extended Maturity 

Date does not apply] 

10 Redemption/Payment Basis: [Redemption at par] 

[Instalment] 

11 Change of Interest or Redemption/Payment 

Basis: 

[Specify details of any provision for convertibility 

of Covered Bonds into another interest or 

redemption/payment basis] 

12 Put/Call Options: [Investor Put] 

[Issuer Call] 

[(further particulars specified below)] 

13 (i) Status of the Covered Bonds: The Covered Bonds will be direct, unconditional 

and senior obligations of the Issuer and rank 

equally with all other mortgage covered bonds 

issued or to be issued by the Issuer. The Covered 

Bonds will qualify as mortgage covered bonds for 

the purposes of the Covered Bonds Law. 

 (ii) [Date [Board] approval for issuance of 

Covered Bonds obtained]: 

[●] 

14 Method of distribution: [Syndicated/Non-syndicated] 

15 Listing/Admission to Regulated Market [Euronext Lisbon/specify other/None] 
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PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE  

16 Fixed Rate Covered Bonds Provisions  

 •To Maturity Date: [Applicable/Not Applicable] (If not applicable, 

delete the remaining subparagraphs of this 

paragraph) 

 •From Maturity Date up to Extended 

Maturity Date: 

[Applicable/Not Applicable] (If subparagraphs (i) 

and (ii) not applicable, delete the remaining 

subparagraphs of this paragraph) 

  [State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Fixed 

Rate Covered Bonds after the Maturity Date.] 

 (i) Rate [(s)] of Interest: 

 • To Maturity Date: [●] per cent. per annum [payable [annually/semi-

annually/quarterly] in arrear] 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable]/ [●] per cent. per annum. 

[payable[annually/semi annually/quarterly] in 

arrear] 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Fixed 

Rate Covered Bonds after the Maturity Date.] 

 (ii) Interest Payment Date(s):  

 • To Maturity Date: [●] in each year up to and including the Maturity 

Date 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable] [[●] in each month up to and 

including the Extended Maturity Date] 

  [State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Fixed 

Rate Covered Bonds after the Maturity Date.] 

 (iii) Fixed Coupon Amount [(s)]: 

 •To Maturity Date: [[●] per [●] in nominal amount] 
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 •From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable] [[●] per [●] in nominal amount] 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Fixed 

Rate Covered Bonds after the Maturity Date.] 

 (iv)Broken Amount: 

 • To Maturity Date: [Insert particulars of any initial or final broken 

interest amounts which do not correspond with the 

Fixed Coupon Amount [(s)] and the Interest 

Payment Date(s) to which they relate] 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable] [Insert particulars of any initial 

or final broken interest amounts which do not 

correspond with the Fixed Coupon Amount [(s)] 

and the Interest Payment Date(s) to which they 

relate] 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Fixed 

Rate Covered Bonds after the Maturity Date.] 

 (v)Day Count Fraction:  

 •To Maturity Date: [30/360 or Actual/Actual (ICMA)] 

 •From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable] [30/360 or Actual/Actual 

(ICMA)] 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Fixed 

Rate Covered Bonds after the Maturity Date.] 

 (vi)Determination Date(s):  

 •To Maturity Date: [Insert day(s) and month(s) on which interest is 

normally paid (if more than one, then insert such 

dates in the alternative)] in each year] 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable] [Insert day(s) and month(s) on 

which interest is normally paid (if more than one, 

then insert such dates in the alternative)] in each 

year 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Fixed 

Rate Covered Bonds after the Maturity Date.] 
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 (vii) Other terms relating to the method of 

calculating interest for Fixed Rate Covered 

Bonds: 

[None/give details] 

17 Floating Rate Covered Bonds Provisions  

 •To Maturity Date: [Applicable/Not Applicable] (If not applicable, 

delete the remaining subparagraphs of this 

paragraph.) 

 •From Maturity Date up to Extended 

Maturity Date: 

[Applicable/Not Applicable] (If not applicable, 

delete the remaining subparagraphs of this 

paragraph.) 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Floating 

Rate Covered Bonds after the Maturity Date.] 

 (i) Specified Period(s)/Specified Interest 

Payment Dates: 

 

 • To Maturity Date: [●] 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable]/[●] 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Floating 

Rate Covered Bonds after the Maturity Date.] 

 (ii) Business Day Convention:  

 • To Maturity Date: [Floating Rate Convention/ Following Business 

Day Convention/ Modified Following Business 

Day Convention/Preceding Business Day 

Convention] 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable]/[Floating Rate Convention/ 

Following Business Day Convention/ Modified 

Following Business Day Convention/Preceding 

Business Day Convention] [State “Not Applicable” 

unless Extended Maturity Date applies and the 

Covered Bonds are Floating Rate Covered Bonds 

after the Maturity Date.] 

 (iii) Additional Business Centre(s):  
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 • To Maturity Date: [●] 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable]/ [●] 

 [State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Floating 

Rate Covered Bonds after the Maturity Date.] 

 (iv) Manner in which the Rate of Interest 

and Interest Amount is to be determined: 

 

 • To Maturity Date: [Screen Rate Determination/ISDA Determination] 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable]/ [Screen Rate 

Determination/ISDA Determination] 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Floating 

Rate Covered Bonds after the Maturity Date.] 

 (v) Party responsible for calculating the 

Rate of Interest and Interest Amount: 

 

 • To Maturity Date: [Caixa Geral de Depósitos, S.A. / [●]] 

[Elect and fill-in the second alternative only if a 

Calculation Agent has been appointed other than 

the Agent] 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable]/ Caixa Geral de Depósitos, S.A./ 

[●] 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Floating 

Rate Covered Bonds after the Maturity Date, in 

which case the last alternative shall be elected and 

filled-in if a Calculation Agent has been appointed 

other than the Agent] 

 (vi) Screen Rate Determination:  

 A.To Maturity Date:  

 • Reference Rate: [●] 



 

 

61 

 • Interest Determination Date: [●] (Second London business day prior to start of 

each Interest Period if LIBOR (other than Sterling 

or euro LIBOR), first day of each Interest Period if 

Sterling LIBOR and the second day of on which the 

TARGET System is open prior to the start of each 

Interest Period if Euribor or euro LIBOR) 

 • Relevant Screen Page: [●] (in the case of Euribor, if not Reuters 

EURIBOR01 ensure it is a page which shows a 

composite rate or amend the fallback provisions 

accordingly) 

 B. From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable] 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Floating 

Rate Covered Bonds after the Maturity Date.] 

 • Reference Rate: [●] 

 • Interest Determination Date: [●] (Second London business day prior to start of 

each Interest Period if LIBOR (other than Sterling 

or euro LIBOR), first day of each Interest Period if 

Sterling LIBOR and the second day of on which the 

TARGET System is open prior to the start of each 

Interest Period if Euribor or euro LIBOR) 

 • Relevant Screen Page: [●] (in the case of Euribor, if not Reuters 

EURIBOR01 ensure it is a page which shows a 

composite rate or amend the fallback provisions 

accordingly) 

 (vii) ISDA Determination:  

 A.To Maturity Date:  

 • Floating Rate Option: [●] 

 • Designated Maturity: [●] 

 • Reset Date: [●] 
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 B. From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable] 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Floating 

Rate Covered Bonds after the Maturity Date.] 

 • Floating Rate Option: [●] 

 • Designated Maturity: [●] 

 • Reset Date: [●] 

 (viii) Margin(s):  

 • To Maturity Date: [+/−] [●] per cent. per annum 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable]/ [+/−] [●] per cent. per annum 

[State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Floating 

Rate Covered Bonds after the Maturity Date.] 

 (ix) Minimum Rate of Interest:  

 • To Maturity Date: [●] per cent. per annum 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable]/ [●] per cent. per annum [State 

“Not Applicable” unless Extended Maturity Date 

applies and the Covered Bonds are Floating Rate 

Covered Bonds after the Maturity Date.] 

 (x) Maximum Rate of Interest:  

 • To Maturity Date [●] per cent. per annum 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable]/ [●] per cent. per annum [State 

“Not Applicable” unless Extended Maturity Date 

applies and the Covered Bonds are Floating Rate 

Covered Bonds after the Maturity Date.] 

 (xi) Day Count Fraction:  
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 • To Maturity Date [Actual/365 

 Actual/365 (Fixed) 

 Actual/365 (Sterling) 

 Actual/360 

 30/360 

 30E/360] 

 (see Condition 4 (Interest) for alternatives) 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable]/ 

 [Actual/365 

 Actual/365 (Fixed) 

 Actual/365 (Sterling) 

 Actual/360 

 30/360 

 30E/360] (see Condition 4 (Interest) for 

alternatives) 

 [State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Floating 

Rate Covered Bonds after the Maturity Date.] 

 (xii) Fall back provisions, rounding 

provisions, denominator and any other 

terms relating to the method of calculating 

interest on Floating Rate Covered Bonds, if 

different from those set out in the Terms 

and Conditions: 

 

 • To Maturity Date [●] 

 • From Maturity Date up to Extended 

Maturity Date: 

[Not Applicable]/ [●] 

 [State “Not Applicable” unless Extended Maturity 

Date applies and the Covered Bonds are Floating 

Rate Covered Bonds after the Maturity Date.] 

18 Zero Coupon Covered Bonds Provisions [Applicable/Not Applicable] (If not applicable, 

delete the remaining subparagraphs of this 

paragraph) 

 (i)Accrual Yield: [●] per cent. per annum 

 (ii)Reference Price: [●] 

 (iii)Any other formula/basis of determining 

amount payable: 

[●] 
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 (iv)Day Count Fraction in relation to late 

payment: 

[Condition 5.5 applies] 

 (consider applicable day count fraction if not U.S. 

dollar denominated) 

PROVISIONS RELATING TO REDEMPTION 

19 Call Option [Applicable/Not Applicable] (If not applicable, 

delete the remaining subparagraphs of this 

paragraph) 

 (i)Optional Redemption Date(s): [●] 

 (ii)Optional Redemption Amount(s) of each 

Covered Bond and method, if any, of 

calculation of such amount(s): 

[●] per Covered Bond of [●] Specified 

Denomination 

 (iii)If redeemable in part:  

 (a)Minimum Redemption Amount: [●] 

 (b)Maximum Redemption Amount: [●] 

 (iv)Notice period (if other than as set out in 

the Terms and Conditions): 

[●] (NB—If setting notice periods which are 

different to those provided in the Terms and 

Conditions, the Issuer is advised to consider the 

practicalities of distribution of information through 

intermediaries, for example, clearing systems and 

custodians, as well as any other notice 

requirements which may apply, for example, as 

between the Issuer and the Agent) 

20 Put Option [Applicable/Not Applicable] 

 (If not applicable, delete the remaining 

subparagraphs of this paragraph) 

 (i)Optional Redemption Date(s): [●] 

 (ii)Optional Redemption Amount(s) of each 

Covered Bond and method, if any, of 

calculation of such amount(s): 

[●] per Covered Bond of [●] Specified 

Denomination 
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 (iii)Notice period: [●] (NB—If setting notice periods which are 

different to those provided in the Terms and 

Conditions, the Issuer is advised to consider the 

practicalities of distribution of information through 

intermediaries, for example, clearing systems and 

custodians, as well as any other notice 

requirements which may apply, for example, as 

between the Issuer and the Agent) 

21 Final Redemption Amount of each Covered 

Bond: 

[[●] per Covered Bond of [●] Specified 

Denomination] (NB—Final Redemption Amount 

must be equal to or higher than the Specified 

Denomination) 

22 [Early Redemption Amount of each 

Covered Bond payable on an event of 

default and/or the method of calculating the 

same (if required or if different from that 

set out in Condition 6 (Redemption and 

Purchase))] 

[Applicable/Not Applicable] 

 

GENERAL PROVISIONS APPLICABLE TO THE COVERED BONDS  

23 Form of Covered Bonds: [Bearer (ao portador) Covered Bonds/Registered 

(nominativas) Covered Bonds] 

24 Additional Financial Centre(s) or other 

special provisions relating to Payment 

Dates: 

[Not Applicable/give details] 

(Note that this item relates to the place of payment 

and not Interest Period end dates to which item 17 

(iii) relates) 

25 Details relating to Instalment Covered 

Bonds: 

 

 (i)Instalment Amount(s): [Not Applicable/give details] 

 (ii)Instalment Date(s): [Not Applicable/give details] 

26 Redenomination applicable: [Applicable/Not Applicable] (if Redenomination is 

applicable, specify the terms of the redenomination 

in an Annex to the Final Terms) 
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27 Other final terms: [Not Applicable/give details] 

 (When adding on any other final terms 

consideration should be given as to whether such 

terms constitute “significant new factors” and 

consequently trigger the need for a supplement to 

the Base Prospectus under Article 16 of the 

Prospectus Directive.) 

DISTRIBUTION  

28 (i) If syndicated, names of Dealers: [Not Applicable/give names and date of relevant 

agreement] 

 (ii) Stabilising Manager (if any): [Not Applicable/if applicable, please include 

names, period and other relevant information] 

 (iii) Commission Payable / Selling 

Concession: 

[●] 

29 If non-syndicated, name of relevant Dealer: [Not Applicable/give name and date of relevant 

agreement] 

30 Additional selling restrictions: [Not Applicable/give details ] 

LISTING AND ADMISSION TO TRADING APPLICATION 

These Final Terms comprise the final terms required to list the issue of the Covered Bonds described herein 

pursuant to the €15,000,000,000 Covered Bonds Programme of Caixa Geral de Depósitos, S.A. 

RESPONSIBILITY 

The Issuer accepts responsibility for the information contained in these Final Terms. [●] has been extracted 

from [●]. The Issuer confirms that such information has been accurately reproduced and that, so far as it is 

aware, and is able to ascertain from information published by [●], no facts have been omitted which would 

render the reproduced information inaccurate or misleading. 

Signed on behalf of the Issuer: 

By:                   

    Duly authorised 
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PART B – OTHER INFORMATION 

1. Listing  

(i) Listing and admission to trading: [Application has been made for the Covered Bonds 

to be admitted to trading on [Euronext Lisbon/other 

(specify)/None] with effect from [●].] [Not 

Applicable.] 

 (Where documenting a fungible issue need to 

indicate that original securities are already admitted 

to trading.) 

(ii) Estimate of total expenses related to admission 

to trading: 

[●] 

2. Ratings 

Ratings: The Covered Bonds to be issued have been rated: 

 [Moody’s: [●]] 

 [Fitch: [●]] 

 [DBRS: [●]] [/[●]:[●]] 

 (The above disclosure should reflect the rating 

allocated to Covered Bonds of the type being issued 

under the Programme generally or, where the issue 

has been specifically rated, that rating.) 

[[Insert credit rating agency] is established in the 

European Union and has applied for registration 

under Regulation (EC) no. 1060/2009, as amended, 

although notification of the corresponding 

registration decision has not yet been provided by 

the relevant competent authority.] 

[[Insert credit rating agency] is established in the 

European Union and is registered under Regulation 

(EC) no. 1060/2009, as amended.] 

[[Insert credit rating agency] is not established in 

the European Union and is not registered in 

accordance with Regulation (EC) no. 1060/2009, as 

amended.] 
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 [[Insert credit rating agency] is not established in 

the European Union and has not applied for 

registration under Regulation (EC) no. 1060/2009, 

as amended.  However, the application for 

registration under Regulation (EC) no. 1060/2009, 

as amended, of [insert the name of the relevant EU 

CRA affiliate that applied for registration], which is 

established in the European Union, disclosed the 

intention to endorse credit ratings of [insert credit 

rating agency].] 

[[Insert credit rating agency] is not established in 

the European Union and has not applied for 

registration under Regulation (EC) no. 1060/2009, 

as amended. The ratings [[have been]/[are expected 

to be]] endorsed by [insert the name of the relevant 

EU-registered credit rating agency] in accordance 

with Regulation (EC) no. 1060/2009, as amended.] 

[[Insert the name of the relevant EU-registered 

credit rating agency] is established in the European 

Union and registered under Regulation (EC) no. 

1060/2009, as amended.]  

[[Insert credit rating agency] is not established in 

the European Union and has not applied for 

registration under Regulation (EC) no. 1060/2009, 

as amended, but is certified in accordance with such 

Regulation.] 
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3. Notification to other Member States 

[Not Applicable.] or [The CMVM [has been requested to provide/has provided —include first 

alternative for an issue which is contemporaneous with the establishment or supplement of the 

Programme and the second alternative for subsequent issues] the [include names of competent 

authorities of host Member States] with a certificate of approval attesting that the Base Prospectus has 

been drawn up in accordance with the Prospectus Directive.] 

4. [Interests of Natural and Legal Persons Involved in the [Issue/Offer] 

Need to include a description of any interest, including conflicting ones, that is material to the 

issue/offer, detailing the persons involved and the nature of the interest. May be satisfied by the 

inclusion of the following statement: 

“Save as discussed in [“Subscription and Sale”], so far as the Issuer is aware, no person involved in 

the offer of the Covered Bonds has an interest material to the offer.”—amend as appropriate if there 

are other interests] 

5. Reasons for the Offer, Estimated Net Proceeds and Total Expenses 

[(i)Reasons for the offer: [●] 

 (See Use of Proceeds wording in Base Prospectus 

— if reasons for offer different from making profit 

and/or hedging certain risks will need to include 

those reasons here.)]  

[(ii)]Estimated net proceeds: [●] 

 (If proceeds are intended for more than one use 

will need to split out and present in order of 

priority. If proceeds insufficient to fund all 

proposed uses state amount and sources of other 

funding.) 

[(iii)]Estimated total expenses: [●] 

 

6. YIELD 

Indication of yield: [●] 
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 The yield is calculated at the Issue Date on the 

basis of the Issue Price. It is not an indication of 

future yield. 

(In the case of Floating Rate Covered Bonds, the 

relevant calculation method and assumptions 

therefore should be included.) 

7. Operational Information 

ISIN Code: [●] 

Common Code: [●] 

Delivery: Delivery [against/free of] payment 

Names and addresses of additional Paying Agent(s) 

(if any): 

[●] 
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TERMS AND CONDITIONS OF THE COVERED BONDS 

The following are the Terms and Conditions of the Covered Bonds. The applicable Final Terms in relation 

to any Tranche of Covered Bonds will detail the following Terms and Conditions for the purpose of such 

Covered Bonds. Reference should be made to “Final Terms for Covered Bonds” for a description of the 

content of Final Terms which will specify which of such terms are to apply in relation to the relevant 

Covered Bonds. 

THE COVERED BONDS (AS DEFINED IN THESE TERMS AND CONDITIONS) ARE MORTGAGE COVERED 

BONDS (“OBRIGAÇÕES HIPOTECÁRIAS”) ISSUED IN ACCORDANCE WITH THE COVERED BONDS LAW (AS 

DEFINED). THE ISSUER (AS DEFINED IN THESE TERMS AND CONDITIONS) IS A CREDIT INSTITUTION WITH 

THE CAPACITY TO ISSUE COVERED BONDS PURSUANT TO THE COVERED BONDS LAW. THE FINANCIAL 

OBLIGATIONS OF THE ISSUER UNDER THE COVERED BONDS LAW ARE SECURED ON THE ASSETS THAT 

COMPRISE THE COVER POOL (AS DEFINED BELOW) MAINTAINED BY THE ISSUER IN ACCORDANCE WITH 

THE COVERED BONDS LAW. 

This Covered Bond is one of a Series (as defined below) of mortgage covered bonds issued by Caixa Geral 

de Depósitos, S.A. (the “Issuer”) in accordance with the procedures set out in the Agency and Payments 

Procedures (as defined below). 

References herein to the Covered Bonds shall be references to the Covered Bonds of this Series and shall 

mean the book-entries corresponding to the units of the lowest Specified Denomination in the Specified 

Currency. 

The Covered Bonds have the benefit of a set of agency and payments procedures (such agency and 

payments procedures as amended and/or supplemented and/or restated from time to time, the “Agency and 

Payments Procedures”) dated 23 November 2006 and made and agreed by Caixa Geral de Depósitos, S.A. 

(acting in its capacity as Agent, which expression shall include any successor) and by any subsequent agent, 

paying agent, transfer agent, agent bank and/or registrar appointed by the Issuer. 

Any reference to “holders of Covered Bonds” shall mean the person or entity registered as such in the 

relevant securities' account.  

As used herein, Tranche means Covered Bonds which are identical in all respects (including as to listing) 

and Series means a Tranche of Covered Bonds together with any further Tranche or Tranches of Covered 

Bonds which are (i) expressed to be consolidated and form a single series and (ii) identical in all respects 

(including as to listing) except for their respective Issue Dates, Interest Commencement Dates, interest rates 

and/or Issue Prices. 

Copies of the Agency and Payments Procedures are available for inspection during normal business hours at 

the specified office of each of the Paying Agents and the Registrar (such Paying Agents and the Registrar 

being together referred to as the “Agents”). Copies of the applicable Final Terms are obtainable at the 

CMVM’s website - www.cmvm.pt – and during normal business hours at the specified office of each of the 

Agents save that, if these Covered Bonds are unlisted, the applicable Final Terms will only be obtainable at 

the specified office of each of the Agents by a holder holding one or more unlisted Covered Bonds, such 
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holder must produce evidence satisfactory to the Issuer and the relevant Agent as to its holding of such 

Covered Bonds and identity. The Covered Bonds holders are deemed to have notice of, and are entitled to 

the benefit of, all the provisions of the Agency and Payments Procedures and the applicable Final Terms 

which are applicable to them. The statements in these Terms and Conditions include summaries of, and are 

subject to, the detailed provisions of the Agency and Payments Procedures. 

Words and expressions defined in the Agency and Payments Procedures or used in the applicable Final 

Terms shall have the same meanings where used in these Terms and Conditions unless the context 

otherwise requires or unless otherwise stated and provided that, in the event of inconsistency between the 

Agency and Payments Procedures and the applicable Final Terms, the applicable Final Terms will prevail. 

As used herein, outstanding means in relation to the Covered Bonds all the Covered Bonds issued other 

than: 

(a) those Covered Bonds which have been redeemed and cancelled pursuant to these Terms and 

Conditions; 

(b) those Covered Bonds in respect of which the date for redemption under these Terms and Conditions 

has occurred and the redemption moneys (including all interest (if any) accrued to the date for 

redemption and any interest (if any) payable under these Terms and Conditions after that date) have 

been duly paid to or to the order of the Agent in the manner provided in the Agency and Payments 

Procedures (and, where appropriate, notice to that effect has been given to the Covered Bonds 

holders in accordance with these Terms and Conditions) and remain available for payment against 

presentation of the relevant Covered Bonds; 

(c) those Covered Bonds which have been purchased and cancelled under these Terms and Conditions; 

(d) those Covered Bonds which have become prescribed under these Terms and Conditions; 

(e) (for the purpose only of ascertaining the principal amount of the Covered Bonds outstanding and 

without prejudice to the status for any other purpose of the relevant Covered Bonds) those Covered 

Bonds which are alleged to have been lost or destroyed and in respect of which replacements have 

been issued under these Terms and Conditions; 

1. FORM, DENOMINATION AND TITLE  

The Covered Bonds are in bearer (ao portador) or in registered (nominativas) form as specified in the 

applicable Final Terms and in the Specified Currency and the Specified Denomination(s). Covered Bonds of 

one Specified Denomination may not be exchanged for Covered Bonds of another Specified Denomination. 

The Covered Bonds held through Interbolsa will be in book-entry form (forma escritural) and title to the 

Covered Bonds will be evidenced by book entries in accordance with the provisions of Portuguese 

Securities Code and the applicable CMVM regulations. No physical document of title will be issued in 

respect of the Covered Bonds. Each person shown in the records of an Interbolsa Participant as having an 

interest in Covered Bonds shall be treated as the holder of the principal amount of the Covered Bonds 
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recorded therein. 

This Covered Bond may be a Fixed Rate Covered Bond, a Floating Rate Covered Bond or a Zero Coupon 

Covered Bond, depending upon the Interest Basis shown in the applicable Final Terms. 

Where the applicable Final Terms specifies that an Extended Maturity Date applies to a Series of Covered 

Bonds, those Covered Bonds may be Fixed Rate Covered Bonds or Floating Rate Covered Bonds or a Zero 

Coupon Covered Bonds in respect of the period from the Issue Date to and including the Maturity Date and 

Fixed Rate Covered Bonds or Floating Rate Covered Bonds in respect of the period from the Maturity Date 

up to and including the Extended Maturity Date, subject as specified in the applicable Final Terms. 

This Covered Bond may be an Instalment Covered Bond depending upon the Redemption/Payment Basis 

shown in the applicable Final Terms. 

The Covered Bonds to be issued on or after the date hereof will be issued in a denomination per unit not 

lower than €100,000 (or its equivalent in another currency), as specified in the relevant Final Terms, unless 

the Covered Bonds will not be distributed to the public or admitted to trading on a regulated market, in 

which case lower denominations per unit may apply. 

2. TRANSFERS OF COVERED BONDS  

The transferability of the Covered Bonds is not restricted. 

Covered Bonds may, subject to compliance with all applicable rules, restrictions and requirements of 

Interbolsa and Portuguese law, be transferred to a person who wishes to hold such Covered Bond. No owner 

of a Covered Bond will be able to transfer such Covered Bond, except in accordance with Portuguese Law 

and with the applicable procedures of Interbolsa.  

The holders of Covered Bonds will not be required to bear the costs and expenses of effecting any 

registration of transfer as provided above, except for any costs or expenses of delivery other than by regular 

uninsured mail and except that the Issuer may require the payment of a sum sufficient to cover any stamp 

duty, tax or other governmental charge that may be imposed in relation to the registration. 

3. STATUS OF THE COVERED BONDS  

The Covered Bonds and any interest thereon constitute direct, unconditional, unsubordinated and secured 

obligations of the Issuer and rank pari passu without any preference among themselves. The Covered 

Bonds are mortgage covered securities issued in accordance with the Covered Bonds Law, which are 

secured by the Cover Pool maintained by the Issuer in accordance with the terms of the Covered Bonds 

Law, and rank pari passu with all other obligations of the Issuer under mortgage covered securities issued 

or to be issued by the Issuer pursuant to the Covered Bonds Law. 

4. INTEREST  

4.1 Interest on Fixed Rate Covered Bonds 
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Each Fixed Rate Covered Bond bears interest on its Principal Amount Outstanding from (and including) the 

Interest Commencement Date at the rate(s) per annum equal to the Rate(s) of Interest. Subject as provided 

in Condition 4.4, interest will be payable in arrear on the Interest Payment Date(s) in each year up to (and 

including) the Maturity Date (as specified in the relevant Final Terms). 

Except as provided in the applicable Final Terms, the amount of interest payable on each Interest Payment 

Date in respect of the Fixed Interest Period ending on (but excluding) such date will amount to the Fixed 

Coupon Amount. Payments of interest on any Interest Payment Date will, if so specified in the applicable 

Final Terms, amount to the Broken Amount so specified. 

As used in these Terms and Conditions, “Fixed Interest Period” means the period from (and including) an 

Interest Payment Date (or the Interest Commencement Date) to (but excluding) the next (or first) Interest 

Payment Date. 

If interest is required to be calculated for a period other than a Fixed Interest Period, such interest shall be 

calculated by applying the Rate of Interest to each Specified Denomination, multiplying such sum by the 

applicable Day Count Fraction, and rounding the resultant figure to the nearest sub-unit of the relevant 

Specified Currency, half of any such sub-unit being rounded upwards or otherwise in accordance with 

applicable market convention. 

“Day Count Fraction” means, in respect of the calculation of an amount of interest in accordance with this 

Condition 4.1: 

(i) if “Actual/Actual (ICMA)” is specified in the applicable Final Terms: 

(a) in the case of Covered Bonds where the number of days in the relevant period from (and 

including) the most recent Interest Payment Date (or, if none, the Interest Commencement 

Date) to (but excluding) the relevant payment date (the “Accrual Period”) is equal to or 

shorter than the Determination Period during which the Accrual Period ends, the number of 

days in such Accrual Period divided by the product of (1) the number of days in such 

Determination Period and (2) the number of Determination Dates (as specified in the 

applicable Final Terms) that would occur in one calendar year; or 

(b) in the case of Covered Bonds where the Accrual Period is longer than the Determination 

Period during which the Accrual Period ends, the sum of: 

1. the number of days in such Accrual Period falling in the Determination Period in 

which the Accrual Period begins divided by the product of (x) the number of days in 

such Determination Period and (y) the number of Determination Dates that would 

occur in one calendar year; and 

2. the number of days in such Accrual Period falling in the next Determination Period 

divided by the product of (x) the number of days in such Determination Period and (y) 

the number of Determination Dates that would occur in one calendar year; and 
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(ii) if “30/360” is specified in the applicable Final Terms, the number of days in the period from (and 

including) the most recent Interest Payment Date (or, if none, the Interest Commencement Date) to 

(but excluding) the relevant payment date (such number of days being calculated on the basis of a 

year of 360 days with 12 30-day months) divided by 360. 

4.1.6 In these Terms and Conditions: 

(i) “Determination Period” means each period from (and including) a Determination Date to (but 

excluding) the next Determination Date (including, where either the Interest Commencement Date or 

the final Interest Payment Date is not a Determination Date, the period commencing on the first 

Determination Date prior to, and ending on the first Determination Date falling after, such date); and 

(ii) “Principal Amount Outstanding” means in respect of a Covered Bond the principal amount of that 

Covered Bond on the relevant Issue Date thereof less principal amounts received by the relevant 

holder of the Covered Bond in respect thereof; and 

(iii) “sub-unit” means, with respect to any currency other than euro, the lowest amount of such currency 

that is available as legal tender in the country of such currency and, with respect to euro, one cent. 

4.2 Interest on Floating Rate Covered Bonds  

(A) Interest Payment Dates 

Each Floating Rate Covered Bond bears interest on its Principal Amount Outstanding from (and including) 

the Interest Commencement Date and such interest will be payable in arrear on either: 

(i) the Specified Interest Payment Date(s) in each year specified in the applicable Final Terms; or 

(ii) if no Specified Interest Payment Date(s) is/are specified in the applicable Final Terms, each date 

(each such date, together with each Specified Interest Payment Date, an “Interest Payment Date”) 

which falls the number of months or other period specified as the Specified Period in the applicable 

Final Terms after the preceding Interest Payment Date or, in the case of the first Interest Payment 

Date, after the Interest Commencement Date. 

Such interest will be payable in respect of each Interest Period (which expression shall, in these Terms and 

Conditions, mean the period from (and including) an Interest Payment Date (or the Interest Commencement 

Date) to (but excluding) the next (or first) Interest Payment Date). 

If a Business Day Convention is specified in the applicable Final Terms and (x) if there is no numerically 

corresponding day in the calendar month in which an Interest Payment Date should occur or (y) if any 

Interest Payment Date would otherwise fall on a day which is not a Business Day, then, if the Business Day 

Convention specified is: 

(i) in any case where Specified Periods are specified in accordance with Condition 4.2.(ii) above, the 

Floating Rate Convention (as specified in the applicable Final Terms), such Interest Payment Date 

(i) in the case of (x) above, shall be the last day that is a Business Day in the relevant month and the 
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provisions of (B) below shall apply mutatis mutandis or (ii) in the case of (y) above, shall be 

postponed to the next day which is a Business Day unless it would thereby fall into the next calendar 

month, in which event (A) such Interest Payment Date shall be brought forward to the immediately 

preceding Business Day and (B) each subsequent Interest Payment Date shall be the last Business 

Day in the month which falls the Specified Period after the preceding applicable Interest Payment 

Date occurred; or 

(ii) the Following Business Day Convention (as specified in the applicable Final Terms), such Interest 

Payment Date shall be postponed to the next day which is a Business Day; or 

(iii) the Modified Following Business Day Convention (as specified in the applicable Final Terms), such 

Interest Payment Date shall be postponed to the next day which is a Business Day unless it would 

thereby fall into the next calendar month, in which event such Interest Payment Date shall be brought 

forward to the immediately preceding Business Day; or 

(iv) the Preceding Business Day Convention (as specified in the applicable Final Terms), such Interest 

Payment Date shall be brought forward to the immediately preceding Business Day. 

In these Terms and Conditions, “Business Day” means a day which is both: 

(i) a day on which commercial banks and foreign exchange markets settle payments and are open for 

general business (including dealing in foreign exchange and foreign currency deposits) in London 

and Lisbon and any Additional Business Centre(s) specified in the applicable Final Terms; and 

(ii) either (1) in relation to any sum payable in a Specified Currency other than euro, a day on which 

commercial banks and foreign exchange markets settle payments and are open for general business 

(including dealing in foreign exchange and foreign currency deposits) in the principal financial 

centre of the country of the relevant Specified Currency (if other than London and Lisbon and any 

Additional Business Centre(s)) and which if the Specified Currency is Australian dollars or New 

Zealand dollars shall be Sydney and Auckland, respectively or (2) in relation to any sum payable in 

euro, a day on which the TARGET System is open. 

(B) Rate of Interest 

Floating Rate Covered Bonds 

The Rate of Interest payable from time to time in respect of Floating Rate Covered Bonds will be 

determined in the manner specified in the applicable Final Terms, provided that (as set out below and 

detailed in the relevant Final Terms) the relevant Rate of Interest will be equal to the relevant reference rate 

(which will be the "ISDA Rate", "Euribor" or "Libor" as defined below) plus or minus (as the case may be) 

the relevant Margin. 

(i) ISDA Determination for Floating Rate Covered Bonds: Where ISDA Determination is specified in 

the applicable Final Terms as the manner in which the Rate of Interest is to be determined, the Rate 

of Interest for each Interest Period will be the relevant ISDA Rate plus or minus (as indicated in the 
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applicable Final Terms) the Margin (if any). For the purposes of this subparagraph, “ISDA Rate” for 

an Interest Period means a rate equal to the Floating Rate that would be determined by the Agent or 

other person specified in the applicable Final Terms under an interest rate swap transaction if the 

Agent or that other person were acting as Calculation Agent for that swap transaction under the 

terms of an agreement incorporating the 2006 ISDA Definitions, as published by the International 

Swaps and Derivatives Association, Inc. and as amended and updated as at the Issue Date of the first 

Tranche of the Covered Bonds (the “ISDA Definitions”) and under which: 

1. the Floating Rate Option is as specified in the applicable Final Terms; 

2. the Designated Maturity is the period specified in the applicable Final Terms; and 

3. the relevant Reset Date is either (A) if the applicable Floating Rate Option is based on the 

London inter-bank offered rate (LIBOR) or the Eurozone inter-bank offered rate (EURIBOR) 

for a currency, the first day of that Interest Period, or (B) in any other case, as specified in the 

applicable Final Terms. 

For the purposes of this sub-paragraph 4.2.(B), “Floating Rate”, “Calculation Agent”, “Floating 

Rate Option”, “Designated Maturity” and “Reset Date” have the meanings given to those terms in 

the ISDA Definitions. 

(ii) Screen Rate Determination for Floating Rate Covered Bonds: Where Screen Rate Determination is 

specified in the applicable Final Terms as the manner in which the Rate of Interest is to be 

determined, the Rate of Interest for each Interest Period will, subject as provided below, be either: 

1. the offered quotation (if there is only one quotation on the Relevant Screen Page); or 

2. the arithmetic mean (rounded if necessary to the fifth decimal place, with 0.000005 being 

rounded upwards) of the offered quotations, 

(expressed as a percentage rate per annum) for the Reference Rate which appears or appear, 

as the case may be, on the Relevant Screen Page as at 11.00 a.m. (London time, in the case of 

LIBOR, or Brussels time, in the case of EURIBOR) on the Interest Determination Date in 

question plus or minus (as indicated in the applicable Final Terms) the Margin (if any), all as 

determined by the Agent or, where the applicable Final Terms specifies a Calculation Agent, 

the Calculation Agent so specified. If five or more of such offered quotations are available on 

the Relevant Screen Page, the highest (or, if there is more than one such highest quotation, 

one only of such quotations) and the lowest (or, if there is more than one such lowest 

quotation, one only of such quotations) shall be disregarded by the Agent for the purpose of 

determining the arithmetic mean (rounded as provided above) or, as applicable, the relevant 

Calculation Agent, of such offered quotations. 

If, for the purposes of the calculations described above, the Relevant Screen Page is not available or 

if no offered quotations appear thereon, the Agent or, where the applicable Final Terms specifies a 

Calculation Agent, the Calculation Agent so specified shall request each of the Reference Banks to 
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provide it with its offered quotation (expressed as a percentage rate per annum) for the Reference 

Rate at approximately the above specified time on the Interest Determination Date (as specified in 

the applicable Final Terms) in question. If two or more of the Reference Banks provide it with such 

offered quotations, the Rate of Interest for such Interest Period shall be the arithmetic mean (rounded 

if necessary to the fifth decimal place with 0.000005 being rounded upwards) of such offered 

quotations plus or minus (as appropriate) the Margin (if any), all as determined by the Agent or, 

where the applicable Final Terms specifies a Calculation Agent, the Calculation Agent. 

If on any Interest Determination Date, one only or none of the Reference Banks provides the Agent 

or, where the applicable Final Terms specifies a Calculation Agent, the Calculation Agent with such 

offered quotations as provided in the preceding paragraph, the Rate of Interest for the relevant 

Interest Period shall be the rate per annum which the Agent or, where the applicable Final Terms 

specifies a Calculation Agent, the Calculation Agent determines as being the arithmetic mean 

(rounded if necessary to the fifth decimal place, with 0.000005 being rounded upwards) of the rates, 

as communicated to (and at the request of) the Agent or, where the applicable Final Terms specifies a 

Calculation Agent, the Calculation Agent by the Reference Banks or any two or more of them, at 

which such banks were offered, at approximately the above specified time on the relevant Interest 

Determination Date, deposits in the Specified Currency for a period equal to that which would have 

been used for the Reference Rate by leading banks in the London inter-bank market (if the Reference 

Rate is LIBOR) or the Eurozone inter-bank market (if the Reference Rate is EURIBOR) plus or 

minus (as appropriate) the Margin (if any) or, if fewer than two of the Reference Banks provide the 

Agent or, where the applicable Final Terms specifies a Calculation Agent, the Calculation Agent with 

such offered rates, the offered rate for deposits in the Specified Currency for a period equal to that 

which would have been used for the Reference Rate, or the arithmetic mean (rounded as provided 

above) of the offered rates for deposits in the Specified Currency for a period equal to that which 

would have been used for the Reference Rate, at which, at approximately the above specified time on 

the relevant Interest Determination Date, any one or more banks (which bank or banks is or are in the 

opinion of the Issuer suitable for such purpose) informs the Agent or, where the applicable Final 

Terms specifies a Calculation Agent, the Calculation Agent it is quoting to leading banks in the 

London inter-bank market (if the Reference Rate is LIBOR) or the Eurozone inter-bank market (if 

the Reference Rate is EURIBOR) plus or minus (as appropriate) the Margin (if any), provided that, if 

the Rate of Interest cannot be determined in accordance with the foregoing provisions of this 

paragraph, the Rate of Interest shall be determined on the Interest Determination Date for the last 

preceding Interest Period (though substituting, where a different Margin is to be applied to the 

relevant Interest Period from that which applied to the last preceding Interest Period, the Margin 

relating to the relevant Interest Period, in place of the Margin relating to that last preceding Interest 

Period). 

For the purposes of the two preceding paragraphs, “Reference Banks” means those banks whose 

offered rates were used to determine such quotation when such quotation last appeared on the 

Relevant Screen Page or, if applicable, those banks whose offered quotations last appeared on the 

Relevant Screen Page when no fewer than three such offered quotations appeared. 

(C) Minimum Rate of Interest and/or Maximum Rate of Interest 
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If the applicable Final Terms specifies a Minimum Rate of Interest for any Interest Period, then, in the event 

that the Rate of Interest in respect of such Interest Period determined in accordance with the provisions of 

paragraph 4.2 above is less than such Minimum Rate of Interest, the Rate of Interest for such Interest Period 

shall be such Minimum Rate of Interest. 

If the applicable Final Terms specifies a Maximum Rate of Interest for any Interest Period, then, in the 

event that the Rate of Interest in respect of such Interest Period determined in accordance with the 

provisions of paragraph 4.2 above is greater than such Maximum Rate of Interest, the Rate of Interest for 

such Interest Period shall be such Maximum Rate of Interest. 

(D) Determination of Rate of Interest and calculation of Interest Amounts 

The Agent or, where the applicable Final Terms specifies a Calculation Agent, the Calculation Agent so 

specified, will at or as soon as practicable after each time at which the Rate of Interest is to be determined, 

determine the Rate of Interest for the relevant Interest Period. 

The Agent or, where the applicable Final Terms specifies a Calculation Agent, the Calculation Agent so 

specified, will calculate the amount of interest payable on the Floating Rate Covered Bonds in respect of 

each Specified Denomination (each an “Interest Amount”) for the relevant Interest Period. Each Interest 

Amount shall be calculated by applying the Rate of Interest to each Specified Denomination, multiplying 

such sum by the applicable Day Count Fraction, and rounding the resultant figure to the nearest sub-unit of 

the relevant Specified Currency, half of any such sub-unit being rounded upwards or otherwise in 

accordance with applicable market convention. 

“Day Count Fraction” means, in respect of the calculation of an amount of interest for any Interest Period: 

(i) if “Actual/365” or “Actual/Actual” is specified in the applicable Final Terms, the actual number of 

days in the Interest Period divided by 365 (or, if any portion of that Interest Period falls in a leap 

year, the sum of (A) the actual number of days in that portion of the Interest Period falling in a leap 

year divided by 366 and (B) the actual number of days in that portion of the Interest Period falling in 

a non-leap year divided by 365); 

(ii) if “Actual/365 (Fixed)” is specified in the applicable Final Terms, the actual number of days in the 

Interest Period divided by 365; 

(iii) if “Actual/365 (Sterling)” is specified in the applicable Final Terms, the actual number of days in 

the Interest Period divided by 365 or, in the case of an Interest Payment Date falling in a leap year, 

366; 

(iv) if “Actual/360” is specified in the applicable Final Terms, the actual number of days in the Interest 

Period divided by 360; 

(v) if “30/360”, “360/360” or “Bond Basis” is specified in the applicable Final Terms, the number of 

days in the Interest Period divided by 360 (the number of days to be calculated on the basis of a year 

of 360 days with 12 30-day months (unless (a) the last day of the Interest Period is the 31st day of a 



 

 

80 

month but the first day of the Interest Period is a day other than the 30th or 31st day of a month, in 

which case the month that includes that last day shall not be considered to be shortened to a 30-day 

month, or (b) the last day of the Interest Period is the last day of the month of February, in which 

case the month of February shall not be considered to be lengthened to a 30-day month)); and 

(vi) if “30E/360” or “Eurobond Basis” is specified in the applicable Final Terms, the number of days in 

the Interest Period divided by 360 (the number of days to be calculated on the basis of a year of 360 

days with 12 30-day months, without regard to the date of the first day or last day of the Interest 

Period unless, in the case of the final Interest Period, the Maturity Date is the last day of the month 

of February, in which case the month of February shall not be considered to be lengthened to a 30-

day month). 

(E) Notification of Rate of Interest and Interest Amounts 

The Agent, or where the applicable Final Terms specifies a Calculation Agent for this purpose, the 

Calculation Agent so specified, will cause the Rate of Interest and each Interest Amount for each Interest 

Period and the relevant Interest Payment Date to be notified to the Issuer and to any Stock Exchange or 

other relevant competent listing authority or quotation system on which the relevant Floating Rate Covered 

Bonds are for the time being listed, quoted and/or traded and notice thereof to be published in accordance 

with Condition 11 (Notices) as soon as possible after their determination but in no event later than the fourth 

London Business Day thereafter. Each Interest Amount and Interest Payment Date so notified may 

subsequently be amended (or appropriate alternative arrangements made by way of adjustment) without 

notice in the event of an extension or shortening of the Interest Period. Any such amendment or alternative 

arrangements will be promptly notified to the Common Representative and each Stock Exchange or other 

relevant authority on which the relevant Floating Rate Covered Bonds are for the time being listed or by 

which they have been admitted to listing and to the holders of Covered Bonds in accordance with Condition 

11 (Notices). For the purposes of this paragraph, the expression “London Business Day” means a day 

(other than a Saturday or a Sunday) on which banks and foreign exchange markets are open for general 

business in London. 

(F) Certificates to be final 

All certificates, communications, opinions, determinations, calculations, quotations and decisions given, 

expressed, made or obtained for the purposes of the provisions of this Condition 4.2, whether by the Agent 

or the Calculation Agent (if applicable) shall (in the absence of wilful default, bad faith or manifest error) be 

binding on the Issuer, the Agent, the other Paying Agents, any Calculation Agent, the Common 

Representative and all holders of Covered Bonds and (in the absence of wilful default or bad faith) no 

liability to the Issuer, any Calculation Agent, the holders of Covered Bonds shall attach to the Agent in 

connection with the exercise or non-exercise by it of its powers, duties and discretions pursuant to such 

provisions. 

4.3 Accrual of interest 

Subject as provided in Condition 4.4, interest (if any) will cease to accrue on each Covered Bond (or in the 

case of the redemption of part only of a Covered Bond, that part only of such Covered Bond) on the due 
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date for redemption thereof unless, upon due presentation, payment of principal is improperly withheld or 

refused. In such event, interest will continue to accrue until (i) the date on which all amounts due in respect 

of such Covered Bond have been paid; and (ii) five days after the date on which the full amount of the 

moneys payable in respect of such Covered Bond has been received by the Agent or the Registrar, as the 

case may be, and notice to that effect has been given to the holders of Covered Bonds in accordance with 

Condition 11 (Notices). 

4.4 Interest Rate and Payments from the Maturity Date in the event of extension of maturity of the 

Covered Bonds up to the Extended Maturity Date 

(A) If an Extended Maturity Date is specified in the applicable Final Terms as applying to a Series of 

Covered Bonds and the maturity of those Covered Bonds is extended beyond the Maturity Date in 

accordance with Condition 6.8, the Covered Bonds shall bear interest from (and including) the Maturity 

Date to (but excluding) the earlier of the relevant Interest Payment Date after the Maturity Date on which 

the Covered Bonds are redeemed in full or the Extended Maturity Date, subject to Condition 4.3. In that 

event, interest shall be payable on those Covered Bonds at the rate determined in accordance with Condition 

4.4(B) on the principal amount outstanding of the Covered Bonds in arrear on the Interest Payment Date in 

each month after the Maturity Date in respect of the Interest Period ending immediately prior to the relevant 

Interest Payment Date, subject as otherwise provided in the applicable Final Terms. The final Interest 

Payment Date shall fall no later than the Extended Maturity Date. 

(B) If an Extended Maturity Date is specified in the applicable Final Terms as applying to a Series of 

Covered Bonds and the maturity of those Covered Bonds is extended beyond the Maturity Date in 

accordance with Condition 6.8, the rate of interest payable from time to time in respect of the principal 

amount outstanding of the Covered Bonds on each Interest Payment Date after the Maturity Date in respect 

of the Interest Period ending immediately prior to the relevant Interest Payment Date will be as specified in 

the applicable Final Terms and, where applicable, determined by the Agent or, where the applicable Final 

Terms specifies a Calculation Agent, the Calculation Agent so specified, two Business Days after the 

Maturity Date in respect of the first such Interest Period and thereafter as specified in the applicable Final 

Terms. 

(C) In the case of Covered Bonds which are Zero Coupon Covered Bonds up to (and including) the 

Maturity Date and for which an Extended Maturity Date is specified under the applicable Final Terms, for 

the purposes of this Condition 4.4 the principal amount outstanding shall be the total amount otherwise 

payable by the Issuer on the Maturity Date less any payments made by the Issuer in respect of such amount 

in accordance with these Conditions. 

(D) This Condition 4.4 shall only apply to Covered Bonds to which an Extended Maturity Date is specified 

in the applicable Final Terms and if the Issuer fails to redeem those Covered Bonds (in full) on the Maturity 

Date (or within two Business Days thereafter) and the maturity of those Covered Bonds is automatically 

extended up to the Extended Maturity Date in accordance with Condition 6.8. 

5. PAYMENTS  

5.1 Method of payment 
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Subject as provided below: 

(i) payments in a Specified Currency other than euro will be made by credit or transfer to an account in 

the relevant Specified Currency (which, in the case of a payment in Japanese yen to a non-resident of 

Japan, shall be a non-resident account) maintained by the payee with, or, at the option of the payee, 

by a cheque in such Specified Currency drawn on, a bank in the principal financial centre of the 

country of such Specified Currency (which, if the Specified Currency is Australian dollars or New 

Zealand dollars, shall be Sydney or Auckland, respectively); 

(ii) payments in euro will be made by credit or transfer to a euro account (or any other account to which 

euro may be credited or transferred) specified by the payee or, at the option of the payee, by a euro 

cheque; and 

(iii) payments in US dollars will be made by a transfer to a US dollar account maintained by the payee 

with a bank outside the United States (which expression as used in this Condition 5 (Payments), 

means the United States of America including the State, and District of Columbia, its territories, its 

possessions and other areas subject to its jurisdiction or by cheque drawn on a US bank. In no event 

will payment be made by a cheque mailed to an address in the United States. All payments of interest 

will be made to accounts outside the United States except as may be permitted by United States tax 

law in effect at the time of such payment without detriment to the Issuer. 

Payments will be subject in all cases to Interbolsa regulations, fiscal or other laws and regulations 

applicable thereto in the place of payment, but without prejudice to the provisions of Condition 7 

(Taxation). 

5.2 Payments in relation to Covered Bonds  

Payments of principal and interest in respect of Covered Bonds held through Interbolsa may only be made 

in euro or in such other currencies accepted by Interbolsa for registration and clearing. 

Payment in respect of the Covered Bonds of principal and interest (i) in Euros will be (a) credited, 

according to the procedures and regulations of Interbolsa, by the Paying Agent (acting on behalf of the 

Issuer) from the payment current account which the Paying Agent has indicated to, and has been accepted 

by, Interbolsa to be used on the Paying Agent’s behalf for payments in respect of securities held through 

Interbolsa to the payment current accounts held according to the applicable procedures and regulations of 

Interbolsa by the Interbolsa Participants whose control accounts with Interbolsa are credited with such 

Covered Bonds and thereafter (b) credited by such Interbolsa Participants from the aforementioned payment 

current-accounts to the accounts of the owners of those Covered Bonds or through Euroclear and 

Clearstream, Luxembourg to the accounts with Euroclear and Clearstream, Luxembourg of the beneficial 

owners of those Covered Bonds, in accordance with the rules and procedures of Interbolsa, Euroclear or 

Clearstream, Luxembourg, as the case may be; (ii) in currencies other than Euros will be (a) transferred, on 

the payment date and according to the procedures and regulations applicable by Interbolsa, from the account 

held by the relevant Paying Agent in the Foreign Currency Settlement System (Sistema de Liquidação em 

Moeda Estrangeira), managed by Caixa Geral de Depósitos, S.A., to the relevant accounts of the relevant 

Interbolsa Participants, and thereafter (b) transferred by such Interbolsa Participants from such relevant 
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accounts to the accounts of the owners of those Covered Bonds or through Euroclear and Clearstream, 

Luxembourg to the accounts with Euroclear and Clearstream, Luxembourg of the beneficial owners of those 

Covered Bonds, in accordance with the rules and procedures of Interbolsa, Euroclear or Clearstream, 

Luxembourg, as the case may be. 

5.3 Payment Day 

If the date for payment of any amount in respect of any Covered Bond is not a Payment Day, the holder 

thereof shall not be entitled to payment until the next following Payment Day in the relevant place and shall 

not be entitled to further interest or other payment in respect of such delay. For these purposes, Payment 

Day means any day which (subject to Condition 8 (Prescription)) is a day on which commercial banks and 

foreign exchange markets settle payments and are open for general business (including dealing in foreign 

exchange and foreign currency deposits) in: 

(A) the relevant place of presentation; or 

(B) (i) any Additional Financial Centre specified in the applicable Final Terms; and (ii) either (1) in 

relation to any sum payable in a Specified Currency other than euro, a day on which commercial 

banks and foreign exchange markets settle payments and are open for general business (including 

dealing in foreign exchange and foreign currency deposits) in the principal financial centre of the 

country of the relevant Specified Currency (if other than the place of presentation and any Additional 

Financial Centre and which if the Specified Currency is Australian dollars or New Zealand dollars 

shall be Sydney or Auckland, respectively) or (2) in relation to any sum payable in euro, a day on 

which the TARGET System is open, 

provided that such a day is a business day for the purposes of the centralised system operated by Interbolsa 

(as defined by a notice of Interbolsa, according to which such a business day corresponds to a day on which 

the TARGET system is open). 

5.4 Interpretation of principal 

Any reference in these Terms and Conditions to principal in respect of the Covered Bonds shall be deemed 

to include, as applicable: 

(i) the Final Redemption Amount of the Covered Bonds; 

(ii) the Optional Redemption Amount(s) (if any) of the Covered Bonds; 

(iii) in relation to Covered Bonds redeemable in instalments, the Instalment Amounts (as specified in the 

applicable Final Terms); and 

(iv) any premium and any other amounts (other than interest) which may be payable by the Issuer under 

or in respect of the Covered Bonds. 
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6. REDEMPTION AND PURCHASE  

6.1 Final redemption 

Subject to Condition 6.8, unless previously redeemed or purchased and cancelled or extended as specified 

below, each Covered Bond will be redeemed by the Issuer at its Final Redemption Amount specified in, or 

determined in the manner specified in, the applicable Final Terms, in the relevant Specified Currency on the 

Maturity Date. 

6.2 Redemption at the option of the Issuer (Call Option) 

If Issuer Call Option is specified in the applicable Final Terms, the Issuer may, having given (unless 

otherwise specified, in the applicable Final Terms) not less than 30 nor more than 60 days’ notice to the 

Common Representative, the Agent and, in accordance with Condition 11 (Notices), the holders of Covered 

Bonds (which notice shall be irrevocable) redeem all or some only (as specified in the applicable Final 

Terms) of the Covered Bonds then outstanding on any Optional Redemption Date(s) and at the Optional 

Redemption Amount(s) specified in, or determined in the manner specified in, the applicable Final Terms 

together, if applicable, with interest accrued to (but excluding) the relevant Optional Redemption Date(s). 

Upon expiry of such notice, the Issuer shall be bound to redeem the Covered Bonds accordingly. Any such 

redemption must be of a nominal amount not less than the Minimum Redemption Amount and not more 

than the Maximum Redemption Amount in each case as may be specified in the applicable Final Terms. In 

the case of a partial redemption of Covered Bonds, the nominal amount of all outstanding Covered Bonds 

will be redeemed proportionally. 

6.3 Redemption at the option of the holders of Covered Bonds (Put Option) 

If Investor Put Option is specified in the applicable Final Terms, upon the holder of any Covered Bond 

giving to the Issuer in accordance with Condition 11 (Notices) not less than 30 nor more than 60 days’ 

notice the Issuer will, upon the expiry of such notice, redeem, subject to, and in accordance with, the terms 

specified in the applicable Final Terms, such Covered Bond on the Optional Redemption Date and at the 

Optional Redemption Amount as specified in, or determined in the manner specified in, the applicable Final 

Terms together, if appropriate, with interest accrued to (but excluding) the Optional Redemption Date. To 

exercise the right to require redemption of this Covered Bond the holder of this Covered Bond must deliver, 

at the specified office of any Paying Agent, at any time during normal business hours of such Paying Agent, 

a duly completed and signed notice of exercise in the form (for the time being current) obtainable from any 

specified office of any Paying Agent and in which the holder must specify a bank account (or, if payment is 

required to be made by cheque, an address) to which payment is to be made under this Condition. The right 

to require redemption will be exercised directly against the Issuer, through the relevant Paying Agent. 

6.4 Instalments 

Instalment Covered Bonds will be redeemed in the Instalment Amounts and on the Instalment Dates. 

6.5 Purchases 
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The Issuer or any of its subsidiaries may at any time purchase or otherwise acquire Covered Bonds at any 

price in the open market or otherwise. Such Covered Bonds may be held, reissued, resold or, at the option of 

the Issuer, surrendered to any Paying Agent for cancellation. 

6.6 Cancellation 

All Covered Bonds which are redeemed will forthwith be cancelled. All Covered Bonds so cancelled and 

any Covered Bonds purchased and surrendered for cancellation pursuant to Condition 6.5 above  shall be 

cancelled by Interbolsa and cannot be held, reissued or resold. 

6.7 Late payment on Zero Coupon Covered Bonds 

If the amount payable in respect of any Zero Coupon Covered Bond to which Condition 6.8 does not apply, 

upon redemption of such Zero Coupon Covered Bond pursuant to paragraph 6.1, 6.2 or 6.3 above or upon 

its becoming due and repayable as provided in Condition 9 (Events of Default) is improperly withheld or 

refused, the amount due and repayable in respect of such Zero Coupon Covered Bond shall be the amount 

calculated according to the following formula: 

RP x (1 + AY) y 

where: 

RP means the Reference Price; and 

AY means the Accrual Yield expressed as a decimal; and 

y is a fraction, the denominator of which is 360 and the numerator of which is equal to the number of days 

(calculated on the basis of a 360-day year consisting of 12 months of 30 days each) from (and including) the 

Issue Date of the first Tranche of the Covered Bonds to (but excluding) the date which is the earlier of: 

(i) the date on which all amounts due in respect of such Zero Coupon Covered Bond have been paid; 

and 

(ii) the date on which the full amount of the moneys payable in respect of such Zero Coupon Covered 

Bonds has been received by the Agent and notice to that effect has been given to the holders of 

Covered Bonds either in accordance with Condition 11 (Notices) or individually. 

6.8 Extension of Maturity up to Extended Maturity Date 

(A) An Extended Maturity Date shall be specified in the applicable Final Terms as applying to each 

Series of Covered Bonds unless the rating provided by the rating agencies appointed by the Issuer at the 

relevant time in respect of the Programme is adversely affected by such Extended Maturity provisions. 

(B) If an Extended Maturity Date is specified in the applicable Final Terms as applying to a Series of 

Covered Bonds and the Issuer fails to redeem all of those Covered Bonds in full on the Maturity Date or 

within two Business Days thereafter, the maturity of the Covered Bonds and the date on which such 
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Covered Bonds will be due and repayable for the purposes of these Terms and Conditions will be 

automatically extended up to but no later than the Extended Maturity Date, subject as otherwise provided 

for in the applicable Final Terms. In that event, the Issuer may redeem all or any part of the principal 

amount outstanding of the Covered Bonds on an Interest Payment Date falling in any month after the 

Maturity Date up to and including the Extended Maturity Date or as otherwise provided for in the applicable 

Final Terms. The Issuer shall give to the holders of Covered Bonds (in accordance with Condition 

11(Notices)), the Agent and the other Paying Agents, notice of its intention to redeem all or any of the 

principal amount outstanding of the Covered Bonds in full at least five Business Days prior to the relevant 

Interest Payment Date or, as applicable, the Extended Maturity Date. Any failure by the Issuer to notify 

such persons shall not affect the validity or effectiveness of any redemption by the Issuer on the relevant 

Interest Payment Date or as applicable, the Extended Maturity Date or give rise to rights in any such person. 

(C) In the case of Covered Bonds which are Zero Coupon Covered Bonds up to (and including) the 

Maturity Date to which an Extended Maturity Date is specified under the applicable Final Terms, for the 

purposes of this Condition 6.8 the principal amount outstanding shall be the total amount otherwise payable 

by the Issuer on the Maturity Date less any payments made by the Issuer in respect of such amount in 

accordance with these Terms and Conditions. 

(D) Any extension of the maturity of Covered Bonds under this Condition 6.8 shall be irrevocable. 

Where this Condition 6.8 applies, any failure to redeem the Covered Bonds on the Maturity Date or any 

extension of the maturity of Covered Bonds under this Condition 6.8 shall not constitute an event of default 

for any purpose or give any holder of Covered Bonds any right to receive any payment of interest, principal 

or otherwise on the relevant Covered Bonds other than as expressly set out in these Terms and Conditions. 

(E) In the event of the extension of the maturity of Covered Bonds under this Condition 6.8, interest 

rates, interest periods and interest payment dates on the Covered Bonds from (and including) the Maturity 

Date to (but excluding) the Extended Maturity Date shall be determined and made in accordance with the 

applicable Final Terms and Condition 4.4. 

(F) If the Issuer redeems part and not all of the principal amount outstanding of Covered Bonds on an 

Interest Payment Date falling in any month after the Maturity Date, the redemption proceeds shall be 

applied rateably across the Covered Bonds and the principal amount outstanding on the Covered Bonds 

shall be reduced by the level of that redemption. 

(G) If the maturity of any Covered Bonds is extended up to the Extended Maturity Date in accordance 

with this Condition 6.8, subject to otherwise provided for in the applicable Final Terms, for so long as any 

of those Covered Bonds remains in issue, the Issuer shall not issue any further mortgage covered bonds, 

unless the proceeds of issue of such further mortgage covered securities are applied by the Issuer on issue in 

redeeming in whole or in part the relevant Covered Bonds in accordance with the terms hereof. 

(H) This Condition 6.8 shall only apply to Covered Bonds to which an Extended Maturity Date is 

specified in the applicable Final Terms and if the Issuer fails to redeem those Covered Bonds in full on the 

Maturity Date (or within two Business Days thereafter). 
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7. TAXATION 

7.1. Payments free of taxes 

All payments of principal and interest in respect of the Covered Bonds will be made subject to any legally 

applicable Tax withholding or deductions (notably in relation to residents for tax purposes in Portugal), 

except if any Tax withholding exemption or waiver applies, in which case such payments of principal and 

interest in respect of the Covered Bonds shall be made free and clear of, and without withholding or 

deduction for, Taxes (investors being in any case required to comply with the applicable obligations). The 

Issuer will not be obliged to make any additional payments in respect of any such withholding or deduction 

imposed. In order for withholding tax not to apply the holders of the Covered Bonds must, inter alia, deliver 

certain tax certifications. See Taxation section. 

7.2 No payment of additional amounts 

Neither the Issuer nor the Paying Agent will be obliged to pay any additional amounts to the holders of 

Covered Bonds in respect of any Tax Deduction made in accordance with Condition 7.1 above. 

7.3 Taxing Jurisdiction 

If the Issuer becomes subject at any time to any taxing jurisdiction other than the Republic of Portugal, 

references in these Terms and Conditions to the Republic of Portugal shall be construed as references to the 

Republic of Portugal and/or such other jurisdiction. 

7.4 Tax Deduction not Event of Default 

Notwithstanding that the Issuer or any Paying Agent is required to make a Tax Deduction in accordance 

with Condition 7.1 above, this shall not constitute an Event of Default. 

8. PRESCRIPTION  

The Covered Bonds will become void unless presented for payment within 20 years (in the case of 

principal) and 5 years (in the case of interest) in each case from the Relevant Date therefore, subject in each 

case to the provisions of Condition 5 (Payments). As used in these Terms and Conditions, “Relevant Date” 

means the date on which such payment first becomes due, except that, if the full amount of the moneys 

payable has not been duly received by the Agent or the Registrar, as the case may be, on or prior to such 

due date, it means the date on which, the full amount of such moneys having been so received, notice to that 

effect is duly given to the holders of Covered Bonds in accordance with Condition 11 (Notices). 

9. EVENTS OF DEFAULT AND ENFORCEMENT  

9.1 Insolvency Event 

Pursuant to the Covered Bonds Law, if an Insolvency Event in respect of the Issuer occurs, the holders of 

Covered Bonds may approve a Resolution, by a majority of 2/3 of the Principal Amount Outstanding of the 
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Covered Bonds of all Series then outstanding, to determine the serving of an Acceleration Notice, in which 

case all outstanding Covered Bonds shall immediately become due and payable at their Early Redemption 

Amount together with accrued interest. 

For the purposes of these Terms and Conditions: “Insolvency Event” means the winding-up and dissolution 

of the Issuer under any applicable laws and regulations (including under Decree-Law 199/2006 of 25 

October, as amended, Decree-law 298/92 of 31 December 1992, as amended, and/or (if applicable) under 

the Code for the Insolvency and Recovery of Companies introduced by Decree-law 53/2004 of 18 March 

2004, as amended). Investors should see the Insolvency of the Issuer section. 

9.2 Enforcement 

(A) Following the approval of a Resolution as described in Condition 9.1, the holders of the Covered 

Bonds (or the Common Representative on their behalf, provided it has been indemnified and/or secured to 

its satisfaction) may at any time after service of an Acceleration Notice, at its discretion and without further 

notice, take such proceedings against the Issuer, and/or any other person as it may deem fit to enforce the 

provisions of the Covered Bonds. 

(B) In exercising any of its powers and discretions the Common Representative shall only have regard to 

the interests of the holders of Covered Bonds of all Series. 

(C) No holder of Covered Bonds shall be entitled to proceed directly against the Issuer or to take any 

action with respect to the Common Representative Appointment Agreement, the Covered Bonds or any 

other Programme Documents unless the Common Representative, having become bound so to proceed, fails 

so to do within a reasonable time and such failure shall be continuing. 

10. AGENT, PAYING AGENTS AND REGISTRAR  

(A) The names of the Agent and the Paying Agent and their initial specified offices are set out below. In 

the event of the appointed office of any such bank being unable or unwilling to continue to act as the Agent, 

or failing duly to determine the Rate of Interest, if applicable, or to calculate the Interest Amounts for any 

Interest Period, the Issuer shall appoint such other bank to act as such in its place. 

(B) The Agent may not resign its duties or be removed from office without a successor having been 

appointed as aforesaid. The Issuer is entitled to vary or terminate the appointment of any Paying Agent 

and/or appoint additional or other Paying Agents and/or approve any change in the specified office through 

which any Paying Agent acts, provided that: 

(i) there will at all times be an Agent; 

(ii) the Issuer will, so long as any of the Covered Bonds is outstanding, maintain a Paying Agent (which 

may be the Agent) having a specified office in a city approved by the Common Representative in 

continental Europe; 

(iii) so long as any of the Covered Bonds are listed on any Stock Exchange or admitted to trading by any 
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other relevant authority, there will at all times be a Paying Agent with a specified office in such place 

as may be required by the rules and regulations of the relevant Stock Exchange or as the case may 

be, other relevant authority; 

(iv) the Issuer will ensure that it maintains a Paying Agent in a Member State of the EU that will not be 

obliged to withhold or deduct tax pursuant to European Council Directive 2003/48/EC or any other 

Directive or any law implementing or complying with, or introduced in order to conform to such 

Directive. 

11. NOTICES  

Notices to the holders of Covered Bonds shall be valid, so long as the Covered Bonds are listed on Euronext 

Lisbon and the rules of Euronext so require, if published on the Euronext bulletin and/or on the CMVM’s 

information system. Any such notice shall be deemed to have been given on the date of such publication or, 

if published more than once or on different dates, on the first date on which publication is made, as provided 

above.  

All notices regarding the Covered Bonds shall comply with the applicable Portuguese law requirements, 

namely CMVM Regulation. 5/2008, as amended. 

12. MEETINGS OF HOLDERS OF COVERED BONDS  

(A) The Portuguese Companies Code contains provisions for convening meetings of the holders of 

Covered Bonds to consider any matter attributed to them by law and in their common interest (which 

provisions are described and supplemented in the Common Representative Appointment Agreement), 

including the modification by Resolution of these Terms and Conditions or the provisions of the Common 

Representative Appointment Agreement. 

(B) The quorum at any meeting convened to vote on: (i) a Resolution not regarding a Reserved Matter 

will be any person or persons holding, or representing holders of the Covered Bonds of the relevant Series, 

whatever the Principal Amount Outstanding of the Covered Bonds then outstanding so held or represented 

in such Series; or (ii) a Resolution regarding a Reserved Matter of the Covered Bonds, will be any person or 

persons holding or representing at least 50 per cent. of the Principal Amount Outstanding of the Covered 

Bonds of the relevant Series then outstanding or, at any adjourned meeting, any person being or 

representing holders of Covered Bonds of the relevant Series, whatever the Principal Amount Outstanding 

of the Covered Bonds then outstanding so held or represented in such Series. Each Covered Bond grants its 

holder one vote. 

(C) The majorities required to approve a Resolution at any meeting convened in accordance with the 

applicable rules shall be: (i) if in respect to a Resolution not regarding a Reserved Matter, the majority of 

the votes cast at the relevant meeting; or (ii) if in respect to a Resolution regarding a Reserved Matter, at 

least 50 per cent. of the Principal Amount Outstanding of the Covered Bonds then outstanding or, at any 

adjourned meeting 2/3 of the votes cast at the relevant meeting. 

For the purposes of these Terms and Conditions, a “Reserved Matter” means any proposal: (i) to change 



 

 

90 

any date fixed for payment of principal or interest in respect of the Covered Bonds of all or of a given 

Series, (ii) to reduce the amount of principal or interest due on any date in respect of the Covered Bonds of 

all or of a given Series or to alter the method of calculating the amount of any payment in respect of the 

Covered Bonds of all or of a given Series on redemption or maturity; (iii) to effect the exchange, conversion 

or substitution of the Covered Bonds of all or of a given Series into shares, bonds or other obligations or 

securities of the Issuer or any other person or body corporate formed or to be formed; (iv) to change the 

currency in which amounts due in respect of the Covered Bonds of all or of a given Series are payable; (v) 

to alter the priority of payment of interest or principal in respect of the Covered Bonds of all or of a given 

Series; or (vi) to amend this definition; 

(D) A Resolution approved at any meeting of the holders of Covered Bonds of a Series shall, subject as 

provided below, be binding on all the holders of Covered Bonds of such Series, whether or not they are 

present at the meeting. Pursuant to the Common Representative Appointment Agreement, the Common 

Representative may convene a single meeting of the holders of Covered Bonds of more than one Series if in 

the opinion of the Common Representative there is no conflict between the holders of such Covered Bonds, 

in which event the provisions of this paragraph shall apply thereto mutatis mutandis. 

(E) Notwithstanding the provisions of the immediately preceding paragraph, any Resolution to direct the 

Common Representative to accelerate the Covered Bonds pursuant to Condition 9 (Events of Default and 

Enforcement) or to direct the Common Representative to take any enforcement action (each a “Programme 

Resolution”) shall only be capable of being passed at a single meeting of the holders of Covered Bonds of 

all Series then outstanding. 

(F) Any such meeting to consider a Programme Resolution may be convened by the Issuer or the 

Common Representative or by holders of Covered Bonds of any Series. 

(G) A Programme Resolution passed at any meeting of the holders of Covered Bonds of all Series shall 

be binding on all holders of Covered Bonds of all Series, whether or not they are present at the meeting. 

(H) In connection with any meeting of the holders of Covered Bonds of more than one Series where such 

Covered Bonds are not denominated in euro, the nominal amount of the Covered Bonds of any Series not 

denominated in euro shall be converted into euro at the relevant exchange rate at the date of the meeting. 

13. INDEMNIFICATION OF THE COMMON REPRESENTATIVE CONTRACTING WITH THE ISSUER  

(A) If, in connection with the exercise of its powers and discretions (i) the Common Representative is of 

the opinion that the interests of the holders of Covered Bonds of any one or more Series would be materially 

prejudiced thereby, the Common Representative shall not exercise such powers and discretions without the 

approval of such holders of Covered Bonds by a Resolution or by a written resolution of such holders of 

Covered Bonds of at least the majority of the Principal Amount Outstanding of Covered Bonds of the 

relevant Series then outstanding. 

(B) The Common Representative shall not be required to expend its own funds or otherwise incur or risk 

incurring any liability in the performance of its duties or in the exercise of any of its rights, powers, 

authorities or discretions if it has grounds for believing the repayment of such funds is not reasonably 
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assured to it under the Covered Bonds Law or if it has not been provided with adequate indemnity against or 

security for such risk or liability. Notwithstanding any Programme Resolution or any other Resolution 

approved at any meeting or any written resolution of any holders of Covered Bonds, the Common 

Representative may (i) refrain from taking any action until it has been provided with sufficient funds or 

adequate indemnity against or security for any liability it may incur as a result of any such actions and (ii) 

refrain from doing anything which might in its opinion be contrary to any law of any jurisdiction or which 

might otherwise render it liable to any person and (iii) do anything which is in its opinion necessary to 

comply with any such law, and in no circumstances shall be liable to the holders of Covered Bonds for any 

consequences of such actions or inaction. The Common Representative Appointment Agreement contains 

further provisions for the indemnification of the Common Representative and for its relief from 

responsibility. 

14. REPLACEMENT OF COVERED BONDS 

Should any Covered Bond be lost or destroyed, it may be replaced, in accordance with article 51 of the 

Portuguese Securities Code, at the specified office of the financial intermediary where such Covered Bond 

is registered or deposited (as the case may be) upon payment by the claimant of such costs and expenses as 

may be incurred in connection therewith and on such terms as to evidence and indemnity as the Issuer may 

reasonably require. 

15. OVERCOLLATERALISATION, VALUATION OF COVER POOL AND ISSUER COVENANTS  

15.1 Maintenance of overcollateralisation 

For so long as the Covered Bonds are outstanding, the Value (determined in accordance with the Covered 

Bonds Law and the Bank of Portugal Regulatory Notices) of the Cover Pool maintained by the Issuer shall 

at all times be a minimum of 105.26 per cent. of the aggregate Value of all outstanding Covered Bonds 

issued under the Programme less any Covered Bonds held by the Issuer pursuant to article 21.2 of the 

Covered Bonds Law and not cancelled or such other percentage as may be selected by the Issuer from time 

to time and notified to the Cover Pool Monitor (the “Overcollateralisation Percentage”), provided that: 

(i) the Overcollateralisation Percentage shall not, for so long as there are Covered Bonds outstanding, 

be reduced by the Issuer below 105.26 per cent.; and 

(ii) without prejudice to (i) above, the Issuer shall not at any time reduce Overcollateralisation 

Percentage which applies for the purposes of this Condition 15 if this could result in any credit rating 

then assigned to the Covered Bonds by any Rating Agency being reduced, removed, suspended or 

placed on credit watch. 

15.2 Issuer Covenants 

For so long as any of the Covered Bonds are outstanding, the Issuer shall ensure that: 

(A) Loan-to-Value: the Value of a Mortgage Credit granted by the Issuer may not exceed either 80 per 

cent. of the Property Value, in case of a Property intended primarily for residential purposes, or 60 per cent. 
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of the Property Value, in case of a Property intended primarily for commercial purposes; 

(B) Asset Cover: the aggregate value of the Other Assets may not exceed 20 per cent. of the aggregate 

value of the Cover Pool; 

(C) Average Maturity: the remaining average Maturity of all outstanding Covered Bonds is at all times 

shorter than the remaining average Maturity of the Cover Pool entered in the Register; 

(D) Interest Cover: the total amount of interest receivable on the Cover Pool will at all times be at least 

equal to or exceed the total amount of interest payable on the outstanding Covered Bonds; 

(E) Valuations: all the required valuations of Covered Bonds, Mortgage Credits, Hedging Contracts, 

Other Assets and Properties will be made in compliance with the requirements of the Covered Bonds Law 

and the Bank of Portugal Regulatory Notices (in particular Regulatory Notice 5/2006 and Regulatory Notice 

6/2006); 

(F) Cover Pool Monitor: the Cover Pool Monitor will be provided with all necessary elements and 

information to monitor compliance by the Issuer of this Condition 15 in accordance with the Covered Bonds 

Law; 

(G) Mortgage Credits: the Mortgage Credits included in the Cover Pool are not Non-Performing 

Mortgage Credits; and 

(H) Liabilities: the net present value of the liabilities arising from issues of Covered Bonds cannot exceed 

the net present value of the Cover Pool, including any Hedging Contracts. This ratio must also be met for 

200 basis points parallel shifts of the yield curve. 

16. FURTHER ISSUES  

The Issuer shall be at liberty from time to time without the consent of the holders of Covered Bonds to 

create and issue further securities with the same terms and conditions of the Covered Bonds of any Series or 

the same in all respects save for the amount and date of the first payment of interest thereon, issue date 

and/or purchase price and so that the same shall be consolidated and form a single Series with the 

outstanding Covered Bonds of such Series. 

17. GOVERNING LAW  

The Common Representative Appointment Agreement, the Agency and Payments Procedures, the Covered 

Bonds, the other Transaction Documents and any non-contractual obligations arising therefrom are 

governed by, and shall be construed in accordance with, Portuguese law unless specifically stated to the 

contrary. 

18. DEFINITIONS  

In these Terms and Conditions, the following defined terms have the meanings set out below: 
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“2010 PD Amending Directive” means Directive 2010/73/EU of the European Parliament and of the 

Council of 24 November 2010. 

“Acceleration Notice” means a notice served on the Issuer pursuant to Condition 9 (Events of Default and 

Enforcement). 

“Agency and Payments Procedures” means the set of agency and payments procedures (such agency and 

payments procedures as amended and/or supplemented and/or restated from time to time) dated 23 

November 2006 and made and agreed by Caixa Geral de Depósitos, S.A. and by any subsequent agent, 

paying agent, transfer agent, agent bank and/or registrar appointed by the Issuer. 

“Agent” means Caixa Geral de Depósitos, S.A., with its head office at Av. João XXI, no. 63, 1000-300 

Lisboa. 

“Bank of Portugal Regulatory Notices” means the secondary legislation passed by the Bank of Portugal 

regulating certain aspects of the Covered Bonds Law, namely Regulatory Notice 5/2006, Regulatory Notice 

6/2006, Instruction 13/2006, Regulatory Notice 7/2006 and Regulatory Notice 8/2006 and any relevant 

regulatory notices or instructions that may be issued by the Bank of Portugal in the future. 

“Base Prospectus” means this base prospectus 24 October 2014, as supplemented, prepared in connection 

with the Programme. 

“Bearer Covered Bonds” means any Covered Bonds in bearer (ao portador) form issued. 

“Central de Valores Mobiliários” means the Portuguese Centralised System of Registration of Securities. 

“Clearstream, Luxembourg” means Clearstream Banking société anonyme, Luxembourg. 

“CMVM” means the Comissão do Mercado de Valores Mobiliários, the Portuguese Securities Market 

Commission. 

“Common Representative” means Deutsche Trustee Company Limited, in its capacity as representative of 

the holders of the Covered Bonds pursuant to Article 14 of the Covered Bonds Law in accordance with the 

Terms and Conditions and the terms of the Common Representative Appointment Agreement, having its 

registered office at Winchester House, 1 Great Winchester Street, London EC2N 2DB, United Kingdom. 

“Cover Pool” means the pool of assets maintained by the Issuer and allocated to the issue of Covered 

Bonds under the Programme, held to the benefit of the holders of Covered Bonds and the Other Preferred 

Creditors, and including the Mortgage Credits, the Hedging Contracts and the Other Assets, as specified in 

the Register. 

“Cover Pool Monitor” means Deloitte & Associados – SROC, S.A., member of the Portuguese Institute of 

Statutory Auditors (“Ordem dos Revisores Oficiais de Contas”), registered with the CMVM with 

registration number 231, with registered office at Edifício Atrium Saldanha, Praça Duque de Saldanha, 1 – 

6
th
, 1050-094, Lisboa. 
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“Covered Bond” means any mortgage covered bond issued by the Issuer pursuant to the Covered Bonds 

Law in the form specified in the applicable Final Terms and “Covered Bonds” shall be construed 

accordingly. 

“Covered Bonds Law” means the Portuguese legal framework applicable to the issuance of covered bonds, 

enacted by Decree-law 59/2006, of 20 March 20 2006. 

“Euro”, “€” or “euro” means the lawful currency of Member States of the European Union that adopt the 

single currency introduced at the start of the third stage of European economic and monetary union, and as 

defined in Article 2 of Council Regulation (EC) No. 974/98 of 3 May 1998 on the introduction of the euro, 

as amended. 

“Euroclear” means Euroclear Bank S.A./N.V.. 

“Final Terms” means, in relation to each Tranche, the applicable final terms attached to, or endorsed on, 

such Covered Bonds. 

“Fixed Interest Period” means the period from (and including) an Interest Payment Date (or the Interest 

Commencement Date) to (but excluding) the next (or first) Interest Payment Date. 

“Hedge Counterparties” means the party or parties that, from time to time, will enter into Hedging 

Contracts with the Issuer in accordance with the Covered Bonds Law. 

“Hedging Contracts” means the hedging contracts entered into by the Issuer in accordance with the 

Covered Bonds Law for the purpose of hedging interest rate, exchange or liquidity risks in relation to the 

Cover Pool. 

“Instruction 13/2006” means the regulatory instruction (“Instrução”) no. 13/2006 issued by the Bank of 

Portugal relating to certain information duties applicable in relation to the issue of mortgage covered bonds 

in accordance with the Covered Bonds Law. 

“Interbolsa” means Interbolsa – Sociedade Gestora de Sistemas de Liquidação e de Sistemas Centralizados 

de Valores Mobiliários, S.A. as operator of the Central de Valores Mobiliários. 

“Interbolsa Participant” means any authorised financial intermediary entitled to hold control accounts 

with Interbolsa on behalf of its customers and includes any depository banks appointed by Euroclear and 

Clearstream, Luxembourg for the purpose of holding accounts on behalf of Euroclear and Clearstream, 

Luxembourg. 

“Interest Amount” means, as applicable, the amount of interest payable on the Floating Rate Covered 

Bonds in respect of each Specified Denomination, calculated by the Calculation Agent pursuant to 

Condition 4 (Interest). 

“Loan-to-Value” means, in respect of a Mortgage Credit, the ratio of the aggregate value of such Mortgage 

Credit to the Property Value of the Property securing such Mortgage Credit. 
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“Maturity” means the final legal maturity of any outstanding Covered Bonds, Mortgage Credits, Hedging 

Contracts or Other Assets, as applicable. 

“Mortgage” means, in respect of any Mortgage Credit, the charge by way of legal mortgage over the 

relevant Property together with all other encumbrances or guarantees the benefit of which is vested in the 

Issuer as security for the repayment of that Mortgage Credit. 

“Mortgage Credit” means the pecuniary credit receivables secured by a Mortgage and/or any Additional 

Security which is comprised in the Cover Pool and which complies with the following eligibility criteria 

established in the Covered Bonds Law: 

(a) it is a pecuniary receivable not yet matured, which is neither subject to conditions nor encumbered, 

judicially seized or apprehended and which is secured by first ranking mortgages over residential or 

commercial real estate located in an EU Member State; 

(b) notwithstanding (a) above, it is a pecuniary receivable secured by a junior mortgage but where all 

Mortgage Credits ranking senior thereto are held by the Issuer and also allocated to the Cover Pool; 

(c) it is a receivable secured by (i) a personal guarantee granted by a credit institution, or (ii) an 

appropriate insurance policy, in any case together with a mortgage counter guarantee evidencing (a) 

or (b) above. 

“Non-Performing Mortgage Credits” means, with respect to a Mortgage Credit, that such Mortgage 

Credit: 

(a) is in the course of being foreclosed or otherwise enforced; or 

(b) has one or more payments of principal or interest payable on the related credit in arrears and those 

payments are referable to a period of 90 days or more. 

“Other Assets” means all assets other than Mortgage Credits and Hedging Contracts which comply with the 

eligibility criteria established in the Covered Bonds Law and which are included in the Cover Pool as 

specified in the Register, including: 

(a) deposits with the Bank of Portugal in cash, or securities eligible for credit transactions in the 

Eurosystem; 

(b) current or term account deposits with credit institutions (which are not in a control or group 

relationship with the Issuer) having a rating at least equal to "A−" or equivalent, unless a higher 

rating has been agreed with any Rating Agency, in which case such higher rating shall be met; and 

(c) other assets complying simultaneously with the requisites of low risk and high liquidity as defined 

by the Bank of Portugal. 

The Issuer undertakes that on any Business Day the Other Assets include assets specified under (a) above 

corresponding to “AAA” or equivalent rated sovereign bonds from a EU Member State, the United States, 
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Japan and/or Canada in an amount (as calculated by the Issuer on such Business Day) at least equal to the 

interest payments due by the Issuer under the outstanding Covered Bonds during the next 90 days. 

For the avoidance of doubt, the Other Assets do not include any cash collateral that may be transferred 

under the Hedging Contracts. 

“Other Preferred Creditors” means the Common Representative (or any successor thereof) and the Hedge 

Counterparties. 

“Overcollateralisation Percentage” means 105.26 per cent. or such other percentage as may be selected by 

the Issuer from time to time and notified to the Cover Pool Monitor, provided that: (i) the 

Overcollateralisation Percentage shall not, for so long as there are Covered Bonds outstanding, be reduced 

by the Issuer below 105.26 per cent.; and (ii) without prejudice to (i) above, the Issuer shall not at any time 

reduce Overcollateralisation Percentage which applies for the purposes of Condition 15 if this could result 

in any credit rating then assigned to the Covered Bonds by any Rating Agency being reduced, removed, 

suspended or placed on credit watch. 

“Paying Agents” means the paying agents named in the Agency and Payments Procedures together with 

any successor or additional paying agents appointed from time to time in connection with the Covered 

Bonds under the Agency and Payments Procedures. 

“Programme Resolution” means any Resolution directing the Common Representative to accelerate the 

Covered Bonds pursuant to Condition 9 (Events of Default and Enforcement) or directing the Common 

Representative to take any enforcement action and which shall only be capable of being passed at a single 

meeting of the holders of Covered Bonds of all Series then outstanding. 

“Property” means, in relation to any Mortgage Credit, the property upon which the repayment of such 

Mortgage Credit is secured by the corresponding Mortgage and “Properties” means all of them. 

“Property Valuation” means, in relation to any Property: 

(a) the amount determined as the commercial value or the market value (as applicable) of such Property 

in accordance with the most recent independent valuation of such Property, at the time or after the 

relevant Mortgage Credit was originated, in accordance with Regulatory Notice 5/2006; and 

(b) the amount determined by resorting to the use of adequate and recognised indexes or statistical 

methods, whenever an independent valuation of the Property is not required pursuant to the Covered 

Bonds Law and Regulatory Notice 5/2006. 

“Property Value” means, in relation to a Property securing a Mortgage Credit, the Property Valuation of 

such Property, as specified under “Property Valuation”, paragraph a). 

“Register” means the register of the Cover Pool and associated collateral maintained by the Issuer in 

accordance with the Covered Bonds Law and the Bank of Portugal Regulatory Notices. 

“Registered Covered Bond” means any covered bond in registered (nominativa) form. 
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“Regulatory Notice 5/2006” means the regulatory notice (“Aviso”) no. 5/2006 issued by the Bank of 

Portugal and published on 11 October 2006, relating to the valuation of real estate assets serving as security 

for mortgage credits comprised in cover pools allocated to the issue of mortgage covered bonds in 

accordance with the Covered Bonds Law. 

“Regulatory Notice 6/2006” means the regulatory notice (“Aviso”) no. 6/2006 issued by the Bank of 

Portugal and published on 11 October 2006, relating to the prudential limits applicable in relation to the 

issue of mortgage covered bonds in accordance with the Covered Bonds Law. 

“Regulatory Notice 7/2006” means the regulatory notice (“Aviso”) no. 7/2006 issued by the Bank of 

Portugal and published on 11 October 2006, relating to the weighting coefficient applicable to the 

ownership of covered bonds issued in accordance with the Covered Bonds Law. 

“Regulatory Notice 8/2006” means the regulatory notice (“Aviso”) no. 8/2006 issued by the Bank of 

Portugal and published on 11 October 2006, relating to the insolvency, winding-up or dissolution of a credit 

institution which has issued covered bonds issued in accordance with the Covered Bonds Law. 

“Regulation S” means Regulation S under the Securities Act. 

“Relevant Date” means the date on which a payment first becomes due, except that, if the full amount of 

the moneys payable has not been duly received by the Agent or the Registrar, as the case may be, on or 

prior to such due date, it means the date on which, the full amount of such moneys having been so received, 

notice to that effect is duly given to the holders of Covered Bonds in accordance with Condition 11 

(Notices). 

“Reserved Matter” means any proposal: (i) to change any date fixed for payment of principal or interest in 

respect of the Covered Bonds of all or of a given Series, (ii) to reduce the amount of principal or interest 

due on any date in respect of the Covered Bonds of all or of a given Series or to alter the method of 

calculating the amount of any payment in respect of the Covered Bonds of all or of a given Series on 

redemption or maturity; (iii) to effect the exchange, conversion or substitution of the Covered Bonds of all 

or of a given Series into shares, bonds or other obligations or securities of the Issuer or any other person or 

body corporate formed or to be formed; (iv) to change the currency in which amounts due in respect of the 

Covered Bonds of all or of a given Series are payable; (v) to alter the priority of payment of interest or 

principal in respect of the Covered Bonds of all or of a given Series; or (vi) to amend this definition. 

“Resolution” means a resolution adopted at a duly convened meeting of holders of Covered Bonds and 

approved in accordance with the applicable provisions. 

“Securities Act” means the United States Securities Act of 1933, as amended. 

“Stock Exchange” means Euronext Lisbon or any other stock exchange where Covered Bonds may be 

listed as per the relevant Final Terms. 

“TARGET Day” means any day on which the TARGET System is open. 
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“TARGET System” means the Trans-European Automated Real-time Gross Settlement Express Transfer 

Payment System which utilises a single shared platform and which was launched on 19 November 2007 

(TARGET 2). 

“Tax” shall be construed so as to include any present or future tax, levy, impost, duty, charge, fee, 

deduction or withholding of any nature whatsoever (including any penalty or interest payable in connection 

with any failure to pay or any delay in paying any of the same) imposed or levied by or on behalf of any 

Tax Authority and “Taxes”, “taxation”, “taxable” and comparable expressions shall be construed 

accordingly. 

“Tax Authority” means any government, state, municipal, local, federal or other fiscal, revenue, customs 

or excise authority, body or official anywhere in the world exercising a fiscal, revenue, customs or excise 

function including the Irish Revenue Commissioners and H.M. Revenue and Customs. 

“Tax Deduction” means any deduction or withholding on account of Tax. 

“Terms and Conditions” means in relation to the Covered Bonds, the terms and conditions applicable to 

the Covered Bonds and any reference to a particular numbered Condition shall be construed in relation to 

the Covered Bonds accordingly. 

“Treaty” means the treaty on the Functioning of the European Union, as amended from time to time. 

“Value” means: 

(a) in relation to a Mortgage Credit, (i) for the purpose of the Overcollateralisation Percentage, an 

amount equal to the book value of such Mortgage Credit entered on the Register, together with any 

matured and accrued interest; and (ii) for the purpose of Loan-to-Value calculation, an amount equal 

to the book value of such Mortgage Credit entered on the Register; 

(b) in relation to any Other Assets: 

(i) the aggregate amount of any deposits together with any matured and accrued interest, as 

entered on the Register; 

(ii) the value resulting from the rules regarding valuation of margins defined by the Eurosystem 

for securities eligible for Eurosystem credit transactions or, if lower, the nominal value of 

such securities, including matured and accrued interests. 
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CHARACTERISTICS OF THE COVER POOL 

INTRODUCTION – CAPACITY TO ISSUE COVERED BONDS  

In general, only duly licensed credit institutions allowed by law to grant mortgage loans, and having own 

funds not lower than €7,500,000, may issue covered bonds. The Issuer complies with these requirements 

and is thus allowed to issue covered bonds under the Covered Bonds Law. 

ISSUER REQUIRED TO MAINTAIN COVER POOL  

The Issuer may issue Covered Bonds only if it maintains a related Cover Pool in compliance with the 

Covered Bonds Law. The Cover Pool contains mortgage credit assets, substitution assets and other eligible 

assets (including hedging contracts) subject to the limitations provided for in the Covered Bonds Law. The 

Covered Bonds Law allows for the composition of the Cover Pool to be dynamic and does not require it to 

be static. Accordingly, the mortgage credit assets (and other permitted assets) to be comprised in the Cover 

Pool may change from time to time after the date hereof in order to ensure compliance with the 

requirements of the Covered Bonds Law and with the Bank of Portugal Regulatory Notices (as defined in 

Definitions). 

To enable it to issue Covered Bonds, the Issuer has established and will maintain a segregated register (the 

“Register”) in relation to the Cover Pool for the purposes of the Covered Bonds Law. The Issuer plans to 

issue from time to time further Covered Bonds and will include in the relevant Cover Pool, additional 

mortgage credit assets or substitution assets as security for those Covered Bonds in accordance with 

relevant provisions of the Covered Bonds Law, as further detailed below. 

The Issuer is required, as soon as practicable after becoming aware that it has contravened the provisions of 

the Covered Bonds Law, take all possible steps to prevent the contravention from continuing or being 

repeated. 

ELIGIBILITY CRITERIA FOR ASSETS COMPRISED IN THE COVER POOL  

Only mortgage credits or receivables which comply with the legal eligibility criteria described below may 

be included in the Cover Pool: 

Mortgage Credits Eligibility Criteria 

Pecuniary credit receivables which are not yet matured and neither subject to conditions nor encumbered, 

judicially seized or apprehended and secured by: 

(a) first ranking mortgages over residential or commercial real estate located in an EU Member State or 

(b) junior mortgages but where all Mortgage Credits ranking senior thereto are held by the Issuer and are 

also allocated to the Cover Pool; or  

(c) a personal guarantee granted by a credit institution or an appropriate insurance policy, in any case 
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together with a mortgage counter guarantee evidencing (a) or (b) above. 

“Other Assets” Eligibility Criteria: 

The following assets may also be included in the Cover Pool as Other Assets: 

(a) deposits with the Bank of Portugal in cash, or securities eligible for credit transactions in the 

Eurosystem (which is the monetary authority of the Euro area which comprises the ECB and the 

national central banks of the EU Member States whose currency is the euro); 

(b) current or term account deposits with credit institutions (which are not in a control or group 

relationship with the Issuer) having a rating at least equal to "A−" or equivalent, unless a higher 

rating has been agreed with any Rating Agency, in which case such higher rating shall be met; and  

(c) other assets meeting both the low risk and high liquidity requirements of the Bank of Portugal 

Regulatory Notices. 

The Issuer undertakes that on any Business Day the Other Assets include assets specified under (a) above 

corresponding to “AAA” or equivalent rated sovereign bonds from a EU Member State, the United States, 

Japan and/or Canada in an amount (as calculated by the Issuer on such Business Day) at least equal to the 

interest payments due by the Issuer under the outstanding Covered Bonds during the next 90 days. 

For the avoidance of doubt, the Other Assets do not include any cash collateral that may be transferred 

under the Hedging Contracts. 

The aggregate value of the Other Assets may not exceed 20 per cent. of the aggregate value of the Cover 

Pool allocated as collateral to all Covered Bonds issued by the Issuer. 

At the date of this Base Prospectus, the Issuer intends to include in the Cover Pool mortgage credits which 

are located in Portugal and secured primarily on residential property for the purposes of the Covered Bonds 

Law. 

The Issuer does not intend at the date of this Base Prospectus to include either (i) Mortgage Credits which 

have their primary security over commercial property or (ii) Mortgage Credits in respect of which the 

associated Property is located for the purposes of the Covered Bonds Law outside Portugal without first 

obtaining (in each case for so long as the Covered Bonds are rated by such rating agency) from Moody’s, 

Fitch and DBRS a confirmation that any such action will not result in a downgrade of the rating then 

ascribed by such rating agency to the Covered Bonds. 

HEDGING CONTRACTS  

The Covered Bonds Law allows the Cover Pool to include hedging contracts aimed exclusively at hedging 

risks, namely interest rate, exchange rate or liquidity risks. These hedging contracts will form part of the 

Cover Pool and may be taken into account in the assessment of the financial ratios and requirements of the 

Covered Bonds Law and described in this section. 
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Pursuant to the requirements of the Covered Bonds Law, any such hedging contract can only be entered into 

(i) in a regulated market of an EU Member State, or (ii) recognised market of an OECD country, or (iii) 

with a counterparty which is a credit institution with a rating of at least “A-” or equivalent. The Covered 

Bonds Law empowers the Bank of Portugal to develop, by regulatory notice (“Aviso”), the eligibility 

criteria for hedging contracts to form part of the Cover Pool. 

Also pursuant to the Covered Bonds Law, the Register shall, in relation to each Hedging Contract, identify 

(i) the Covered Bonds to which the relevant Hedging Contract relates; (ii) the corresponding Cover Pool; 

(iii) the nominal value of the Hedging Contract; (iv) the Hedge Counterparty; and (v) the commencement 

date and the maturity date of such Hedging Contract. 

If a particular Tranche of Covered Bonds is issued in a denomination other than the euro, the Issuer may 

enter into Hedging Contracts for the purpose of hedging any currency exchange risk. 

Interest rate exposure of the Issuer relating to Mortgage Credits comprised in the Cover Pool will be 

managed through the Hedging Contracts. Interest rate swaps may be entered into with a Hedge 

Counterparty relating to both the Cover Pool and the Covered Bonds issued by the Issuer. The Hedging 

Contracts will qualify as derivative financial instruments for the purposes of the Covered Bonds Law. 

LOAN -TO -VALUE RESTRICTIONS  

Pursuant to the Covered Bonds Law, the amount of any mortgage credit asset included in the Cover Pool 

may not exceed (i) the value of the corresponding Mortgage, and (ii) 80 per cent. of the value of the 

Property, if it is residential property, or 60 per cent. of the value of the Property, if it is commercial 

property. See Valuation of Cover Pool below. 

WEIGHTED AVERAGE TERM TO MATURITY  

The Covered Bonds Law sets out certain criteria, including matching weighted average term to maturity, 

which are required to be met by the Issuer in respect of its Cover Pool. In any case, the average maturity of 

the outstanding Covered Bonds may not exceed, at any time, the average maturity of the Mortgage Credits 

and Other Assets allocated to the relevant issuance. 

OVERCOLLATERALISATION  

Pursuant to the Covered Bonds Law, the nominal principal amount of any Covered Bonds outstanding may 

not exceed 95 per cent. of the aggregate nominal amount of the Cover Pool less any Covered Bonds 

acquired by the Issuer pursuant to the Covered Bonds Law and not cancelled. In addition, the aggregate 

amount of interest payable to the holders of Covered Bonds may not exceed, at any time, the amount of 

interest to be collected under the Cover Pool (including both the Mortgage Credits and the Other Assets) 

allocated to the Covered Bonds. 

In compliance with the above legal requirements, Condition 15 (Overcollateralisation, Valuation of Cover 

Pool and Issuer Covenants) requires the Issuer to over-collateralise the Cover Pool with respect to 

outstanding Covered Bonds at a minimum level of 105.26 per cent. or such other percentage as may be 
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selected by the Issuer from time to time and notified to the Cover Pool Monitor, provided that: (i) the 

Overcollateralisation Percentage shall not, for so long as there are Covered Bonds outstanding, be reduced 

by the Issuer below 105.26 per cent.; and (ii) without prejudice to (i) above, the Issuer shall not at any time 

reduce Overcollateralisation Percentage which applies for the purposes of Condition 15 if this could result 

in any credit rating then assigned to the Covered Bonds by any Rating Agency being reduced, removed, 

suspended or placed on credit watch. 

See Terms and Conditions of the Covered Bonds. 

For the purposes of the calculation of the level of overcollateralisation referred above: 

(a) Mortgage Credits shall be included at their outstanding principal amount, together with any accrued 

but unpaid interest; 

(b) the Covered Bonds shall be accounted according to the nominal value of outstanding principal, 

including matured and accrued interest; 

(c) in relation to any Other Assets: 

(i) deposits shall be accounted for according to their amount together with any accrued but 

unpaid interest; and 

(ii) securities eligible for Eurosystem credit transactions shall be accounted for by one value 

resulting from the rules regarding margin valuation laid down by the Eurosystem or, if lower, 

according to their nominal value, including accrued but unpaid interests. 

Also for the purpose of these calculations the exchange rates published by the ECB shall be used as a 

reference. 

In addition, the net present value of the liabilities arising from issues of Covered Bonds cannot exceed the 

net present value of the Cover Pool, including any Hedging Contracts. This ratio must also be met for 200 

basis point parallel shifts in the yield curve. 

COMPLIANCE WITH FINANCIAL REQUIREMENTS  

The Cover Pool Monitor must monitor the Issuer’s compliance with the financial requirements established 

in the Covered Bonds Law and in the Bank of Portugal Regulatory Notices described in this section. The 

Issuer must, as soon as practicable after becoming aware that it has failed to comply with any provisions of 

the Covered Bonds Law summarised herein (or when it is reasonable to expect that they will not be 

complied with), take all steps to comply with that provision, by undertaking one or more of the following 

procedures: 

(a) allocating new mortgage credit assets, with or without substitution of those already allocated to the 

Covered Bonds; and/or 

(b) allocating additional Other Assets; and/or 
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(c) acquiring Covered Bonds in the secondary market. 

VALUATION OF COVER POOL  

The Covered Bonds Law sets out certain requirements and criteria which are required to be met by the 

Issuer in respect of the valuation of Mortgage Credits comprised in the Cover Pool. 

The Covered Bonds Law empowers the Bank of Portugal to specify, by regulatory notice (“Aviso” or 

“Regulatory Notice”), requirements in relation to the valuation basis and methodology, time of valuation 

and any other matter that it considers relevant for determining the value of mortgage credit assets or Other 

Assets for the purposes of the Covered Bonds Law. The Covered Bonds Law also empowers the Bank of 

Portugal to specify, by regulatory notice, requirements in relation to the valuation basis and methodology, 

time of valuation and any other matter that it considers relevant for determining the value of substitution 

assets that are to be comprised in the Cover Pool. These requirements are set out in Regulatory Notice 

6/2006. 

Valuation of Properties 

General Overview 

The value of each Property associated with a Mortgage Credit comprised in the Cover Pool corresponds to 

the commercial value of such Property, determined in accordance with prudent criteria and taking into 

consideration (i) the sustainable long term characteristics of such Property, (ii) the standard conditions of 

the local market, (iii) the current use of the relevant Property, and (iv) any alternative uses of the Property in 

question. 

Pursuant to the requirements of Regulatory Notice 5/2006, the commercial value awarded by the Issuer to 

each of the Properties related to Mortgage Credits comprised in the Cover Pool may not be higher than the 

market value of such Property. For these purposes, the “market value” of each Property shall correspond to 

the price by which the relevant Property can be purchased by a third party able to complete such purchase 

on the date of the valuation of the Property, assuming that (i) the Property is publicly put on sale, (ii) the 

market conditions allow for a regular transfer of such Property, and (iii) there is a normal period of time to, 

considering the nature of the Property in question, negotiate the purchase and sale of such Property. 

Valuation by expert 

Prior to the inclusion in the Cover Pool of the related Mortgage Credit, each Property must have been 

valued by a real estate valuation expert. Such valuation shall be reviewed by a real estate valuation expert 

whenever (i) the information available to the Issuer indicates that there may have been a substantial 

decrease in the value of the Property or (ii) the value of the Property may have materially decreased in 

relation to general market prices. 

A valuation made by a real estate valuation expert prior to the enactment of Regulatory Notice 5/2006 may, 

however, be used by the Issuer provided that: 
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(a) the valuations are carried out by a valuation expert who is independent from the credit analysis and 

credit decision process within the Group; 

(b) the valuations are subject to a written report from the valuation expert that includes in a clear and 

accurate way elements that allow the understanding of the analysis and conclusions of the valuation 

expert; 

(c) the Properties have been valued in light of the corresponding market value, as established by 

Regulatory Notice 5/2006; and 

(d) there has been no evidence that the relevant Property is over-valued at the time of allocation of the 

relevant Mortgage Credit to the issue of Covered Bonds. 

The real estate valuation experts appointed from time to time by the Issuer to conduct the required valuation 

of Properties shall be independent and be adequately qualified and experienced for the performance of their 

functions. The Issuer may not appoint a real estate valuation expert with any potential conflicts of interest, 

notably where there is (i) any specific interest of the real estate valuation expert in the Property subject to 

the valuation; (ii) any relationship, commercial or personal, with the borrower of the Mortgage Credit 

related to the Property subject to valuation, or (iii) where the remuneration of the valuation expert is 

dependent on the valuation of the relevant Property. 

The Issuer may appoint a valuation expert within the Group, provided such valuation expert is independent 

from the credit analysis and decision making process within the Group. 

The selection of real estate valuation experts by the Issuer must ensure adequate diversification and rotation, 

and the Issuer shall maintain a permanent and updated list of selected valuation experts, setting out the 

criteria which have led to the respective selection, as well as the Properties valued by each valuation expert. 

This list shall be sent to the Bank of Portugal by the end of January in each year, indicating, if applicable, 

any changes made to such list from the list submitted the previous year. 

Under Regulatory Notice 5/2006, the Bank of Portugal may, in relation to a given Property, require the 

Issuer to appoint another valuation expert, in particular when the value resulting from the previous valuation 

raises doubts as to its correctness. 

Methods of valuation 

The Issuer must ensure that each real estate valuation expert it appoints uses one of the following methods 

of valuation, which shall be chosen in light of the specific characteristics of the Property subject to 

valuation, as well as of the specific conditions of the local market: 

(a) Cost method; 

(b) Income method; or 

(c) Comparison method. 
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Valuation report 

Each real estate valuation expert appointed by the Issuer shall prepare a report in relation to the valuation of 

each Property, setting out, in a clear and detailed manner, all the elements relevant for the full 

understanding of the analysis and conclusions of such valuation, in particular: 

(a) the identification of the relevant Property, with a detailed description of its characteristics; 

(b) a description and basis of the method(s) of valuation, any parameters used and/or assumptions 

adopted, identifying the manner in which the volatility effects of the short term market or the market 

temporary conditions were taken into account; 

(c) a description of possible qualifications to the analysis; 

(d) the valuation of the Property, in terms of both the value of the mortgaged Property and of the market 

value of the Property; 

(e) a statement of the valuation expert that he has effected the valuation according to the applicable 

requirements set out in the Covered Bonds Law and in the Bank of Portugal Regulatory Notices; 

(f) the date of the valuation and the identification and the signature of the valuation expert. 

Subsequent valuations of Properties and subsequent update of the value of Properties 

In respect of Mortgage Credits that exceed (i) 5 per cent. of the own funds of the Issuer or (ii) €500,000, in 

the case of residential Properties, or €1,000,000, in the case of commercial Properties, the valuation of the 

relevant Property shall be reviewed by a real estate valuation expert at least every three years. 

The Issuer shall also perform any internal check of the value of each of the Properties once every three 

years, for residential Properties, and at least once a year for commercial Properties. 

The Issuer may be required to conduct Property valuations whenever there is relevant information that 

indicates that a substantial decrease of the Property value has taken place or that the property value may 

have suffered a material decline in relation to standard market prices. 

For the purpose of conducting an update of the valuation of the Properties, the Issuer may resort to 

recognised indexes or statistical methods. In this case, the Issuer shall send the Bank of Portugal a report 

with the detailed description of such indexes and statistical methods, as well as the grounds for their use, 

together with an opinion on the adequacy of such indexes and statistical methods produced by a reputable 

independent valuation expert. 

All subsequent updates of the value of the Properties shall be documented by the Issuer, setting out the 

description of the relevant criteria and the frequency of the review. 

The Issuer shall provide the Cover Pool Monitor with all information necessary for the Cover Pool Monitor 

to supervise compliance by the Issuer with the requirements set forth in the Covered Bonds Law and in 
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Regulatory Notice 5/2006 relating to the valuation of the Properties securing the Mortgage Credits 

comprised in the Cover Pool. 

Valuation of Other Assets 

Pursuant to Regulatory Notice 6/2006, the Other Assets shall be valued as follows: 

(a) the deposits shall be accounted for according to their amount together with any accrued but unpaid 

interest; and 

(b) the securities eligible for Eurosystem credit transactions shall be for by the value resulting from the 

rules regarding margin valuation laid down by the Eurosystem or, if lower, according to the nominal 

value of such securities, including accrued but unpaid interest. 

Insurance 

Pursuant to the Covered Bonds Law, in the absence of an insurance contract, adequate to the specific risks 

of the Property (which is the subject of a Mortgage) made by the owner thereof, the Issuer shall make such a 

contract, bearing the corresponding costs. The aforesaid insurance contract shall provide for a coverage that, 

in case of total loss, enables for such property to be rebuilt. The eventual payment shall be made by the 

insurers directly to the Issuer, up to the limit of the Mortgage Credit’s principal amount. 

COVER POOL SEGREGATED REGISTER AND SPECIAL CREDITOR PRIVILEGE  

Autonomous pool of assets and segregated register 

Pursuant to the Covered Bonds Law, the Cover Pool constitutes an autonomous pool of assets (“património 

autónomo”), not liable for any general indebtedness incurred by the Issuer until all amounts due to the 

holders of Covered Bonds and the Other Preferred Creditors are fully paid and discharged. 

The Covered Bonds Law provides that the appropriate particulars of each asset comprised in the Cover Pool 

(including Mortgage Credits, Other Assets and Hedging Contracts) must be recorded in a segregated 

register within, and maintained by, the Issuer, such register having to record the following: 

(i) the outstanding principal amount; 

(ii) the applicable interest rate; 

(iii) the applicable maturity; 

(iv) the notary’s office where the relevant mortgage was entered into, when applicable; 

(v) the reference regarding the definitive inscription of the mortgages in the corresponding real estate 

registry. 

Pursuant to article 4.3 of the Covered Bonds Law, the Cover Pool is identified in the transaction documents 
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by a code. The key to such code is deposited with the Bank of Portugal which has promulgated, by 

regulatory notice (“Aviso”), the conditions under which the holders of Covered Bonds may have access to 

the segregated register of the Cover Pool. 

Special creditor privilege 

Under the Covered Bonds Law, the holders of Covered Bonds enjoy a special creditor privilege over the 

Cover Pool (including the Mortgage Credits, the Other Assets and the Hedging Contracts) with preference 

over any other general creditor, in relation to the repayment of principal and payment of interest due under 

the Covered Bonds. Pursuant to the Covered Bonds Law, this special creditor privilege applies 

automatically for the benefit of the holders of Covered Bonds, the Common Representative and the Hedge 

Counterparties and is not subject to registration. 

The mortgages created as security for the mortgage credit assets comprised in the Cover Pool shall prevail 

over all other real estate preferential claims. 

 

In accordance with the foregoing, there is one single cover pool to the benefit of all holders of covered 

bonds issued by the same issuer and the Covered Bonds Law and the Bank of Portugal regulatory 

notices provide for a number of requirements and criteria (inter alia, on portfolio ratios and 

composition, real estate valuations and value allocation), which need to be mandatorily complied with 

by any of issuer of covered bonds, to the benefit of such holders. The Bank of Portugal supervises the 

issuance of covered bonds and, in accordance with its Instruction 13/2006, is notified in advance of 

any issue of covered bonds and of the additional assets to be allocated to the cover pool for such 

purpose. 

 

INFORMATION ON THE COVER POOL 

The Issuer publishes quarterly investor reports on the outstanding Covered Bonds, including information on 

the Cover Pool and the applicable Overcollateralisation. Such reports are available at: 

https://www.cgd.pt/English/Investor-Relations/Debt-Issuances/Investor-Reports/Pages/Investor-

Reports.aspx

https://www.cgd.pt/English/Investor-Relations/Debt-Issuances/Investor-Reports/Pages/Investor-Reports.aspx
https://www.cgd.pt/English/Investor-Relations/Debt-Issuances/Investor-Reports/Pages/Investor-Reports.aspx
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INSOLVENCY OF THE ISSUER 

The Covered Bonds Law governs, to a certain extent, the impact on the Covered Bonds of a possible 

insolvency or winding-up of the Issuer, so as to ensure due protection to the holders of Covered Bonds. In 

the event of dissolution and winding-up (including on grounds of insolvency) of the Issuer, the Covered 

Bonds Law establishes that the Cover Pool shall be segregated from the insolvency estate of the Issuer and 

will not form part thereof until full payment of any amounts due to the holders of Covered Bonds. The 

amounts corresponding to payment of interest and repayment of principal of the Mortgage Credits and 

Other Assets will not form part of the insolvency estate of the Issuer. 

The Cover Pool will, in such an event, be separated from the Issuer’s insolvency estate so as to be 

autonomously managed until full payment of the amounts due to the holders of Covered Bonds. In this 

situation, pursuant to the Covered Bonds Law, the holders of Covered Bonds are entitled to adopt a 

resolution approving the immediate acceleration of the Covered Bonds by a majority of at least two thirds of 

the votes of the holders of Covered Bonds then outstanding, in which case the entity appointed to manage 

the Cover Pool shall provide for the liquidation thereof to the benefit of the holders of Covered Bonds. 

If an Insolvency Event occurs in relation to the Issuer, the plan for the dissolution and winding-up of the 

Issuer, which shall be submitted to the Bank of Portugal pursuant to article 35-A of the Credit Institutions 

General Regime, shall identify a Substitute Credit Institution appointed to (i) manage the Cover Pool 

allocated to the outstanding Covered Bonds and (ii) ensure that the payments of any amounts due to the 

holders of such Covered Bonds are made. Such plan shall also describe the general framework and 

conditions under which those actions will be rendered by the Substitute Credit Institution. 

In addition, if the authorisation of the Issuer to act as a credit institution in Portugal is revoked, the Bank of 

Portugal is required, simultaneously with the decision to revoke such authorisation, to appoint a Substitute 

Credit Institution to manage the Cover Pool allocated to the Covered Bonds outstanding and to ensure that 

payments due to the holders of such Covered Bonds are made. 

The fees to be paid to the appointed Substitute Credit Institution shall be determined by the Bank of 

Portugal at the time of such appointment and shall be paid out of the Cover Pool. 

In accordance with Regulatory Notice 8/2006, any Substitute Credit Institution appointed by the Bank of 

Portugal to service the Cover Pool following an Insolvency Event of the Issuer shall: 

(i) immediately upon being appointed, prepare an opening balance sheet in relation to the Cover Pool, 

supplemented by the corresponding explanatory notes: 

(ii) perform all acts and things necessary or desirable for the prudent management of the Cover Pool and 

respective guarantees in order to ensure the timely payment of all amounts due to holders of Covered 

Bonds, including, without limitation: 

a. selling the Mortgage Credits comprised in the Cover Pool; 

b. ensuring the timely collection in respect of the Mortgage Credits comprised in the Cover Pool; 
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c. performing all other acts and administrative services in connection with such Mortgage Credits 

and related Mortgages and Additional Security; 

(iii) maintain and keep updated a segregated register of the Cover Pool in accordance with the Covered 

Bonds Law; and 

(iv) prepare an annual financial report in relation to the Cover Pool and the outstanding Covered Bonds, 

which report shall be the subject of an audit report produced by an independent auditor. The 

independent auditor shall be appointed as Cover Pool Monitor by the Substitute Credit Institution in 

accordance with article 34 of the Covered Bonds Law. 

Furthermore, any Substitute Credit Institution appointed by the Bank of Portugal to service the Cover Pool 

following an Insolvency Event of the Issuer shall perform all acts and things necessary or convenient for 

maintaining the relationship with the borrowers under such Mortgage Credits. 
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COMMON REPRESENTATIVE OF THE HOLDERS OF COVERED BONDS 

Deutsche Trustee Company Limited, with registered office at Winchester House, 1 Great Winchester Street, 

London EC2N 2DB, England, has been appointed by the Issuer as representative of the holders of the 

Covered Bonds pursuant to Article 14 of the Covered Bonds Law and in accordance with the Terms and 

Conditions and the terms of the Common Representative Appointment Agreement. 

The Issuer has appointed the Common Representative to represent the holders of Covered Bonds. 

According to the Covered Bonds Law and to the relevant provisions of the Portuguese Commercial 

Companies Code, the Common Representative may be entitled to perform all the necessary acts and actions 

in order to ensure protection of the holders of Covered Bonds, namely: (a) to represent the holders of 

Covered Bonds in respect of all matters arising from the issuance of the Covered Bonds and to enforce on 

their behalf their legal or contractual rights; (b) to enforce any decision taken by the meetings of the holders 

of Covered Bonds, in particular those where the acceleration of the Covered Bonds may be decided; (c) to 

represent the holders of Covered Bonds in any judicial proceedings, including judicial proceedings against 

the Issuer and, in particular, in the context of any winding-up, dissolution or insolvency commenced by or 

against the Issuer; (d) to collect and examine all the relevant documentation in respect of the Issuer which is 

provided to its shareholders; and (e) to provide the holders of Covered Bonds with all relevant information 

regarding the issuance of the Covered Bonds it may become aware of by virtue of its role as Common 

Representative under the Common Representative Appointment Agreement. 

The holders of the Covered Bonds may at any time, by means of resolutions passed in accordance with the 

Terms and Conditions and the Common Representative Appointment Agreement, remove the Common 

Representative and appoint a new Common Representative. The removal of any Common Representative 

shall not become effective unless there shall be a Common Representative in office after such removal. 
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COVER POOL MONITOR 

APPOINTMENT OF A COVER POOL MONITOR 

The Covered Bonds Law requires that the Board of Directors of the Issuer appoints a qualified person or 

entity to be the monitor of the Cover Pool (the “Cover Pool Monitor”) who shall be responsible, for the 

benefit of the holders of Covered Bonds, for monitoring the compliance by the Issuer of the requirements 

contained in the Covered Bonds Law and the Bank of Portugal Regulatory Notices. 

Pursuant to the Covered Bonds Law, the Cover Pool Monitor must be an independent auditor registered 

with the CMVM. For these purposes, an independent auditor must be an auditor which is not related with or 

associated to any group of interests within the issuing entity and is not in a position that hinders its 

independent analysis and decision-making process, notably in light of (i) holding 2 per cent. or more of the 

issued share capital of the Issuer, either directly or on behalf of a third party; or (ii) having been re-elected 

for more than two terms either subsequent or not. 

The Issuer is responsible for paying any remuneration or other money payable to the Cover Pool Monitor in 

connection with the Cover Pool Monitor’s responsibilities in respect of the Issuer and the holders of 

Covered Bonds. 

ROLE OF THE COVER POOL MONITOR  

Pursuant to the Cover Pool Monitor Agreement, dated 23 November 2006 (as supplemented, or replaced by 

a new cover pool monitor agreement relating to this Covered Bonds Programme, from time to time), the 

Issuer appointed Deloitte & Associados – SROC, S.A. as Cover Pool Monitor. Deloitte & Associados – 

SROC, S.A. is registered with the CMVM under registration number 231. 

The Cover Pool Monitor Agreement reflects the requirements of the Covered Bonds Law in relation to the 

appointment of a monitor in respect of the requirements (namely, financial requirements and the 

requirements set forth in Condition 15 (Overcollateralisation, Valuation of Cover Pool and Issuer 

Covenants)) concerning the Cover Pool and the Covered Bonds. The Cover Pool Monitor Agreement 

provides for certain matters such as overcollateralisation (see Characteristics of the Cover Pool), valuation 

of assets comprised in the Cover Pool, the payment of fees and expenses by the Issuer to the Cover Pool 

Monitor, the resignation of the Cover Pool Monitor and the replacement by the Issuer of the Cover Pool 

Monitor. 

DUTIES AND POWERS OF THE COVER POOL MONITOR  

In accordance with the Covered Bonds Law, the Cover Pool Monitor is required to monitor, for the benefit 

of the holders of the Covered Bonds, compliance by the Issuer with the financial and prudential 

requirements established in the Covered Bonds Law and in the Bank of Portugal Regulatory Notices in 

respect of the Cover Pool. In particular, the Cover Pool Monitor shall be engaged to assess compliance by 

the Issuer with the requirements set forth in Condition 15. 

Pursuant to the Covered Bonds Law and the Bank of Portugal Regulatory Notices, the Cover Pool Monitor 
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is entitled to be provided with all information required to monitor compliance by the Issuer with the 

requirements relating to outstanding Covered Bonds and the Cover Pool. 

Under the terms of the Covered Bonds Law and of the Bank of Portugal Regulatory Notices the Cover Pool 

Monitor must produce an annual report with an assessment of the Issuer’s compliance with the requirements 

established in the Covered Bonds Law and in the Bank of Portugal Regulatory Notices, in particular those 

requirements relating to the level of collateralisation, the loan to value ratios limitations and the valuation of 

assets comprised in the Cover Pool. The Cover Pool Monitor and the Issuer may agree to the production of 

interim reports. The Cover Pool Monitor must also prepare opinions certifying the statements of the 

management body of the Issuer, relating to information and documentation filed with the Bank of Portugal.  

The Cover Pool Monitor will perform quarterly certain agreed upon procedures in the terms set forth in the 

Cover Pool Monitor Agreement in order to prepare a quarterly report to be delivered to the Issuer indicating 

any situation that causes non-compliance by the Issuer with the requirements of the Covered Bonds Law, 

the Bank of Portugal Regulatory Notices and/or the Cover Pool. 

If, having carried out any work referred to in the previous paragraph, the Cover Pool Monitor identifies any 

non-compliance with the requirements set out in Condition 15. of the Terms and Conditions of the Covered 

Bonds “Maintenance of overcollateralization and Issuer Covenants”, the Cover Pool Monitor shall notify 

the Issuer, as soon as reasonably practicable, of such event. If the situation remains unremedied within 30 

(thirty) days after such notification, the Cover Pool Monitor will notify the Arrangers and the relevant 

Dealers of the contravention or non-compliance. 

The Covered Bonds Law empowers the Bank of Portugal to promulgate, by regulatory notice (“Aviso”), 

after consultation with the CMVM and the Portuguese Association of the Chartered Accountants (Ordem 

dos Revisores Oficiais de Contas), the requirements applicable to the content, format and disclosure of any 

reports of the Cover Pool Monitor. Until the present date, the Bank of Portugal has not issued any notice on 

these matters. 

REMUNERATION AND TERMINATION OF THE APPOINTMENT OF THE COVER POOL MONITOR  

In accordance with the Cover Pool Monitor Agreement, the Cover Pool Monitor shall be remunerated by the 

Issuer for its services as Cover Pool Monitor at a rate as may from time to time be agreed between the Issuer 

and the Cover Pool Monitor. 

The Issuer may at any time terminate the appointment of the Cover Pool Monitor and appoint a new entity 

to act in such capacity. Any such termination shall not become effective until a new cover pool monitor is 

appointed in accordance with the terms of the Cover Pool Monitor Agreement. Additionally, the Cover Pool 

Monitor may retire at any time upon giving not less than three calendar months notice in writing to the 

Issuer. Such retirement shall not become effective until the appointment of a new cover pool monitor. 
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DESCRIPTION OF THE ISSUER 

HISTORY AND INTRODUCTION 

Caixa Geral de Depósitos was created as a State bank by legislative charter (“Carta de Lei”) of 10 April 

1876 with the main functions of collecting and administering legally required or judicially ordered 

deposits and issuing and managing government debt. It gradually expanded its operations to become a 

savings and investment bank. Caixa Geral de Depósitos was transformed into a state owned public limited 

company (“sociedade anónima de capitais exclusivamente públicos”) on 20 August 1993, by Decree-law 

287/93, when its name was also changed to Caixa Geral de Depósitos, S.A. (“CGD”). At present it 

operates as a full service bank and is subject to the legislation applicable to Portuguese financial 

institutions. CGD is wholly owned by the Portuguese state. 

CGD's registered office is at Av. João XXI, no. 63, 1000-300 Lisbon, Portugal (tel: +351 21 795 30 00 / 

+351 21 790 50 00). Its share capital is €5,900,000,000 (following share capital increases from, 

€3,100,000,000 to €3,500,000,000 on 1 August 2008, from €3,500,000,000 to €4,500,000,000 on 29 May 

2009, from €4,500,000,000 to €5,050,000 on 31 December 2010, from €5,050,000 to €5,150,000,000 on 

November 2011 and from €5,150,000,000 to the current share capital amount on 29 June 2012) 

represented by 1,180,000,000 ordinary shares with a nominal value of €5 each. CGD is registered in the 

Commercial Registry Office of Lisbon under the sole registration and taxpayer number 500 960 046. 

Where information is stated in this section to have been sourced from a third party, the Issuer confirms 

that this information has been accurately reproduced and that, as far as the Issuer is aware and is able to 

ascertain from information published by that third party, no facts have been omitted which would render 

the reproduced information inaccurate or misleading. 

The statements in this section relating to market positions of the Issuer are based on calculations made by 

the Issuer using data produced by itself and/or obtained from other entities and which are contained or 

referred to in the Annual Report of the Issuer for 2013 and/or in the Semester Report of the Issuer as at 30 

June 2014 (available at www.cmvm.pt and www.cgd.pt). 

CGD Group remained the banking sector leader in Portugal in 2013 in most segments and key products, 

specifically as regards the individual customers segment in Portugal, in terms of both deposits and 

mortgages (source: 2013 Annual Report of the Issuer).  

Reference should be made, in the case of banking operations, to the market share of client deposits, with 

27.6 per cent. at the end of 2013, and particularly the individual customers segment, with 32.6 per cent. 

The global market share of loans and advances to customers was 21.6 per cent.: the market share of 

corporate lending increased from 17.3 per cent. to 18.1 per cent.  while the market share of mortgage 

loans remained at 26.5 per cent. In national insurance, the CGD Group, through its holding company for 

the insurance sector - Caixa Seguros e Saúde -, maintained its leadership position in Portugal, reaching at 

the end of 2013 a market share of 26.9 per cent., holding a market share in “life insurance” of 27.2 per 

cent. and non-life insurance market share of 26.1 per cent. 

In specialised credit, in particular in the leasing sector, Caixa Leasing e Factoring (“CLF”) maintained its 

first ranking position in equipment leasing, with a market share of 15.4 per cent. CLF ranked in fourth 
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position in the factoring sector with a market share of 8.7 per cent. against 9. per cent.  in 2012. The 

contraction of turnover in the equipment leasing was translated into a reduction in CLF's market share 

from 13 per cent. in 2012 to 12.3 per cent. in 2013. 

In asset management, the market share of Caixagest – Técnicas de Gestão de Fundos, S.A.. (“Caixagest”) 

remained at 26.3 per cent., maintaining a leadership position. In the area of real estate investment funds, 

Fundger – Sociedade Gestora e Fundos de Investimento Imobiliário, S.A. (“Fundger”) achieved a market 

share of 11.8 per cent. Regarding pension funds management, CGD Pensões, Sociedade Gestora de 

Fundos de Pensões, S.A. (“CGD Pensões”) has increased its market share to 16.6 per cent. in 2013, 

ranking in second place on total assets under management. In terms of third party portfolio management, 

considering the mandates from the major institutional customers, Caixagest retained its market lead with 

a share of 35.9 per cent. 

In 2013, the brand was recognised and characterised by Portuguese consumers as having the best 

recognition factor as well as for its relevance to society, trust, strength, leadership, its status as a prestige 

benchmark organisation and its social and environmental responsibility. 

Caixa Geral de Depósitos is the Portuguese financial market’s benchmark brand. It is the parent company 

of a modern financial group prepared to meet the needs and expectations of millions of customers in 24 

countries. 

As the Portuguese banking brand with the best reputation, according to the Brand Performance Barometer 

2013 – Brand Score Group Consultants Report, CGD has achieved the highest reputational index of all 

bank brands in Portugal, in the eyes of consumers in general, despite the sector's deterioration in respect 

of  the reputation of its brands and institutions. “Reputation” is defined, by the Reputation Institute, as the 

result of a customer's perception of 7 indicators: Products/Services, Innovation, Workplace, Management 

Model, Citizenship, Leadership and Performance. 

CGD was, for the 6th consecutive year awarded the “Most Valuable Portuguese Banking Brand”, with an 

estimated financial value of €446 million, by the Brand Finance Banking 500, was considered an 

Excellence Brand for the 6th consecutive time by Superbrands and won “Marcas que Marcam” (“Brands 

with a Difference”) 2013 – in the “Banks and financial institutions” category. 

CGD is a member of the European Savings Banks Group, the Credit Local d'Europe and the EU's 

Committee of Clearing Banks (EBA). The CGD Group forms the largest Portuguese financial group by 

reference to its consolidated assets. 

CGD is engaged in all areas of the Portuguese financial sector. It provides customers with a full range of 

financial products and services, ranging from traditional banking to investment banking, insurance, asset 

management, venture capital, brokerage, real estate and specialised credit services. 

The CGD Group intends to maintain its dominant position in Portugal. Through its network of 1,277 

branches, 472 of which are located outside Portugal, CGD continues to focus on developing its client 

base, offering banking services to the largest number of customers in Portugal. The development of cross-

selling of group company products through its branch network continues to be one of the main objectives 

of the CGD Group. 
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The CGD Group has expanded into foreign markets, mainly neighbouring regions in Spain and into 

markets with historical or linguistic ties to Portugal, such as Mozambique, Cape Verde and Macao. It is 

present through branches, subsidiaries and representative offices, in Spain  (Banco Caixa Geral, with a 

total of 167 branches), France (French Branch (Sucursal de França) with 48 branches), Madeira, the 

United Kingdom, Switzerland, Luxembourg, Germany, India, China, Macao, Mozambique (Banco 

Comercial e de Investimentos with 132 branches), Cape Verde (Banco Interatlântico and Banco 

Comercial do Atlântico with 42 branches), South Africa, São Tomé e Príncipe, Venezuela, Mexico, the 

Cayman Islands, the United States, Brazil and East-Timor. In recent years, the CGD Group has applied 

new strategies, dominated by initiatives involving the modernisation of electronic distribution channels, 

such as Caixa Directa On-Line (e-banking), Caixa Electrónica (e-channel for corporate), CaixaNet (IT 

infrastructures) and Bolsa Caixa Imobiliário (a channel dedicated to real estate and mortgages). 

CGD Group’s structure and organisation 

CGD Group's structure and organisation, during 2013 and in the first half of 2014, continued to proceed 

along a convergence trajectory towards a model centred on the banking business as its core activity, 

whose development is based on an extended geographic platform with priority hubs and strategic vectors.  

Also, the Group is undergoing a profound restructuring process in Spain, in the form of a major re-

dimensioning and reorientation of its business model. The Group’s presence in Spain, Portugal’s main 

trading partner, is crucial and of major potential in terms of its present business strategy in which the 

Iberian space is considered the Group’s domestic market. 

The following is a list of the main changes to the Group's structure and composition during 2013 and first 

half of 2014:  

 In February 2013 permission was given to set up and operate the Macau offshore branch; 

 On 1 March 2013 CGD completed the sale of HPP Saúde (owner of six hospitals nationwide 

and manager of the Cascais Hospital) to the Brazilian healthcare group Amil, following a 

full audit of the administrative and governmental conditions. The asset disposal comprised a 

global amount of €85.6 million, with the possibility of a potential increase of €6 million if 

certain objectives are met; 

 In May 2013, CGD - Participações em Instituições Financeiras, Lta. (“CGD PINF”) was 

incorporated into CGD Investimentos Corretora de Valores e Câmbio, S.A. (“CGD 

Securities”), in Brazil, designed to rationalise its structure in Brazil; 

 In June 2013, Decree Law 80/2013 was published, setting out the rules governing the 

privatisation of the Group's insurance area. Consequently, Fidelidade’s share capital was 

reduced from €605 million to €381 million in September and Caixa Seguros from €800 

million to €460 million. Fidelidade also paid off a Caixa Seguros subordinated loan of €76.6 

million; 
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 In November 2013, CGD sold its 6.11 per cent. equity stake in Portugal Telecom, SGPS, 

S.A., as part of its non-strategic assets disinvestment strategy and fulfilment of the Group’s 

Restructuring Plan; 

 In December 2013, CGD followed on the announcements made by the EBA and the Bank of 

Portugal and published information regarding its result of the EU-wide 2013 Transparency 

Exercise and fulfilment of the EBA Board of Supervisors decision; 

 In January 2014, the Council of Ministers selected Fosun International Limited as the buyer 

of 80 per cent. of Fidelidade’s share capital from Caixa Seguros (an amount which may 

increase to 85 per cent., if the 5 per cent. shareholding of Fidelidade’s share capital reserved 

to the company’s employees doesn’t result in a complete sale), 80 per cent. of the capital of 

Multicare and 80 per cent. of the capital of Cares, for a global amount of €1 billion; 

 In May 2014, CGD announced the intention to sell its participation in REN – Redes 

Energéticas Nacionais, SGPS, S.A., representing 1.1 per cent. of the company’s capital. 

Following the understanding reached between the governments of the Republic of Angola and the 

Republic of Portugal, the full amount of CGD's equity investment in Banco para a Promoção e 

Desenvolvimento (“BPD”) was sold to Sonangol Group. 

Current Activities 

The CGD Group's activities include commercial and investment banking, insurance, leasing and 

factoring, asset management, venture capital, financial services and real estate management. 

Set out below is a chart giving details of the principal activities and companies within the CGD Group, 

showing CGD's or its subsidiaries' equity interest where appropriate, as at 30 June 2014.  



 

 

117 

 

 

 

 

 

 

 

 

 

 

The referred percentage corresponds to CGD’s voting rights.  

Only holdings exceeding 50 per cent. are considered. 
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SUMMARY FINANCIAL INFORMATION 

Set out below in summary form are the audited, consolidated profit and loss accounts and the audited, 

consolidated balance sheets (showing net figures) of the CGD Group for the years ended 31 December 2012 

and 31 December 2013. This financial information was prepared in conformity with International 

Accounting Standards/International Financial Reporting Standards (“IAS/IFRS”) as adopted by the European 

Union in accordance with Regulation (EC) 1606/2002 of 19 July of the European Parliament and Council, as 

amended and incorporated into Portuguese legislation through Bank of Portugal Notice (“Aviso”) 1/2005 of 

21 February, as amended. 
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Consolidated Balance Sheet     

 

January 2012 * December 2012 * December 2013 

ASSETS   

Cash and cash equivalents at central banks  2,704.5  1,603.3  1,545.3  

Cash balances at other credit institutions 985.3  1,302.0  1,036.5  

Loans and advances to credit institutions 4,956.1  2,517.4  1,774.8  

  8,645.9  5,422.7  4,356.6  

Financial assets at fair value through profit or loss 4,132.5  3,998.7  3,213.8  

Available-for-sale financial assets 16,843.6  20,576.5  15,582.2  

Financial assets with repurchase agreement 778.0  504.2  705.6  

Unit-linked investments 584.9  1,148.2  -  

Hedging derivatives 108.1  98.7  45.5  

Held-to-maturity investments 2,837.4  2,469.3  -  

  25,284.5  28,795.6  19,547.0  

Loans and advances to customers 78,282.3  74,734.6  70,074.5  

Non-current assets held for sale 473.5  677.6  13,455.8  

Investment property 459.1  534.2  340.1  

Other Tangible assets 990.3  903.6  621.8  

Intangible assets 400.4  412.9  193.7  

Investments in associates and jointly controlled entities 229.0  217.6  42.3  

Current tax assets 87.5  60.9  128.2  

Deferred tax assets 1,928.1  1,467.8  1,377.9  

Technical provisions for outwards reinsurance 226.2  197.4  5.5  

Other assets 3,557.9  3,433.8  2,819.3  

Total Assets 120,564.7  116,858.6  112,962.8  
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Consolidated Balance Sheet  
   

 
     January 2012 * December 2012 * December 2013 

LIABILITIES AND EQUITY       

Resources of central banks and other credit institutions 15,836.9  12,226.7  9,734.6  

        

Customer resources 70,537.5  71,355.0  67,824.5  

Liability of unit-linked products 584.9  1,148.2  -  

Debt securities 14,923.3  10,590.6  8,791.4  

  86,045.7  83,093.9  76,615.9  

        

Financial liabilities at fair value through profit or loss 1,917.8  2,217.0  1,644.8  

Hedging derivatives 93.1  84.5  65.1  

Non-current liabilities held for sale -  100.7  11,590.7  

Provisions for employee benefits 497.5  549.9  539.4  

Provisions for other risks 389.6  422.9  341.8  

Technical provisions for insurance contracts 4,607.6  4,224.1  10.1  

Current tax liabilities 52.3  184.1  65.0  

Deferred tax liabilities 166.2  190.7  178.7  

Other subordinated liabilities 2,075.4  2,889.1  2,523.7  

Other liabilities 3,545.3  3,395.0  2,831.8  

    Total liabilities 115,227.5  109,578.6  106,141.7  

        

Share capital 5,150.0  5,900.0  5,900.0  

Fair value reserves (2,078.2) (189.7) 63.1  

Other reserves and retained earnings 1,708.7  979.1  409.7  

Net income attributable to the shareholder of CGD (488.4) (394.7) (575.8) 

Equity attributable to the shareholder of CGD 4,292.1  6,294.7  5,797.0  

Non controlling interest 1,045.2  985.3  1,024.1  

    Total equity 5,337.3  7,280.0  6,821.2  

    Total liabilities and equity 120,564.7  116,858.6  112,962.8  

    *  Pro forma accounts, as the entities are in the form of jointly owned entities integrated by the equity accounting 

method. "Pro forma accounts" means herein that the accounts for the relevant year have been reexpressed in 

accordance with the applicable accounting rules and principles; such reexpression does not correspond to pro forma 

accounts with the meaning ascribed to such term in the Prospectus Regulation. 
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Consolidated Income Statement  

 

Year ended 31 December 
 

 

 

2012 * 2013 
 

  

 

Restated 

(€ million) 
   

Interest and similar income .........................................................................................  4,725.1 3,615.1 

Interest and similar costs .............................................................................................  (3,485.6) (2,756.9) 

Income from equity instruments..................................................................................  117.7 72.5 
 

  

Net interest income ....................................................................................................  1,357.2 930.7 
 

  

Income from services and commissions ......................................................................  711 680.1 

Cost of services and commissions…………………………………………………… (168.4) (158.0) 

Income from financial operations ................................................................................  362.9 267.1 

Other operating income ...............................................................................................  36.5 (19.5) 
 

  

Net operating income ................................................................................................  2,299.2 1,700.5 
 

  

Technical margin on insurance operations .............................................................  4.1 3.9 
 

  

Net Operating Income from Banking and Insurance Operations .........................  2,303.3 1,704.4 
 

  

Staff costs ....................................................................................................................  (734.8) (792.9) 

Other administrative costs ...........................................................................................  (476.3) (469.4) 

Depreciation and amortisation.....................................................................................  (138.4) (131.8) 

Provisions net of reversals ...........................................................................................  (75.4) 1.8 

Loan Impairment net of reversals and 

recovery………………………………………… (1,010.3) (817.8) 

Other assets impairment net of reversals and recovery ...............................................  (389.5) (309.5) 

Income from subsidiaries held for sale ........................................................................  95.5 135.8 

Result of associated companies ...................................................................................  4.0 5.0 
 

  

Income before tax and minority interest .................................................................  (421.9) (674.3) 
 

  

Income tax ...................................................................................................................    

Current ........................................................................................................................  (96.9) 6.3 

Deferred ......................................................................................................................  173.6 156.9 

 76.7 163.2 

Consolidated net income for the year of which: .....................................................  (345.2) (511.0) 

Minority interest ..........................................................................................................  (49.6) (64.7) 
 

  

Net income attributable to the shareholder of CGD ..............................................  (394.7) (575.8) 
 

  

 

 

  

   

* In 2013, as a result of the disposal process of equity stakes in Fidelidade – Companhia de Seguros, S.A., Multicare – 

Seguros de Saúde, S.A. and Cares – Companhia de Seguros, S.A. held by the Group through Caixa Seguros e Saúde, SGPS, 

S.A. the assets and liabilities of the referred companies were reclassified as “Non- current assets and liabilities held for sale”. 

Also in accordance with IFRS 5 – “Non-current assets held for sale and discontinued operations”, the results generated such 

units are presented as a single entry in the financial statements (“Results of subsidiaries held for sale”), with the periods 

presented for comparison purposes having been accordingly re-expressed. The accounting policies described in this note have 

been consistently applied across all periods provided for in the financial statements, except for aspects related with changes in 

the form of recognition of interests in jointly controlled entities. 
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Consolidated Statement of Comprehensive Income

December 2012 * December 2013

Current activities
Non-current 

activities
Total Current activities

Non-current 

activities
Total

Balances subject to reclassification to profit or loss

Adjustments to fair value of available-for-sale financial assets

Gains / (losses) arising during the year 2,007 404 2,411 326 92 418

Adjustments of fair value reserves reclassification to results

Recognition of impairment for the year 186 39 225 57 - 57

Disposal of available-for-sale financial assets (108) 2 (107) (134) (1) (135)

Tax effect (588) (127) (714) (90) (23) (113)

Currency changes

Change in period (73) - (73) (124) - (124)

Adjustments of exchange reserves reclassification to results

Recognition of impairment for the year of available-for-sale financial assets

- Investment units in foreign currency (8) - (8) 2 - 2

Recognition of foreign exchange gains and losses in the disposal

of subsidiaries 3 - 3 3 - 3

Tax effect 2 - 2 1 - 1

Other (18) - (18) 13 - 13

1,403 318 1,721 54 68 122

Balances not subject to reclassification to profit or loss

Benefits to employees - actuarial gains and losses

Change in period (75) (19) (94) (55) (5) (60)

Tax effect 9 6 14 8 2 10

(67) (13) (80) (47) (3) (50)

Total comprehensive net income for the year recognised in reserves 1,337 305 1,642 7 65 72

Net income for the year (441) 96 (346) (647) 136 (511)

Total comprehensive net income for Year, of which: 895 401 1,296 (640) 201 (439)

Non controlling interest (29) - (29) (52) (1) (53)

Total comprehensive net income attributable to the shareholder of  CGD 866 401 1,267 (691) 200 (491)

(Eur million) (Eur million)

* - In 2013, as a result of the disposal process of equity stakes in Fidelidade - Companhia de Seguros, S.A., Multicare - Seguros de Saúde, S.A. and Cares - Companhia de Seguros, S.A, 

held by the Group through Caixa Seguros e Saúde, SGPS, S.A., the assets and liabilities of the referred to companies were reclassified as “Non-current assets and liabilities held for sale”. 

Also in accordance with IFRS 5 – “Non-current assets held for sale and discontinued operations”, the results generated by such units are presented as a single entry in the financial 

statements (“Results of subsidiaries held for sale”), with the periods presented for comparison purposes having been accordingly re-expressed. The accounting policies described in this 

note have been consistently applied across all periods provided for in the financial statements, except for aspects related with changes in the form of recognition of interests in jointly 

controlled entities.
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Consolidated Cash-Flow Statement 
 

 
 

 

 
31-12-2012 31-12-2013 

 

Total 
Current 

activities 
Non-current 

activities 
Total 

 
  (eur million) 

OPERATING ACTIVITIES 
 

      

Cash flows from operating activities before changes in assets and 

liabilities         

Interest, commissions and similar income received 5,721 4,344 297 4,641 

Interest, commissions and similar costs paid (3,006) (2,309) (325) (2,634) 

Premiums received (insurance) 1,197 5 1,182 1,187 

Cost and claims paid (insurance) (1,199) (2) (964) (965) 

Recovery of principal and interest 33 35 - 35 

Payments to employees and suppliers (1,478) (1,103) (305) (1,409) 

Payments and contributions to pension funds and other benefits (94) (116) (4) (119) 

Other results 550 96 144 241 

  1,723 950 25 975 

(Increases) decreases in operating assets         

Loans and advances to credit institutions and customers 4,718 4,531 (710) 3,821 

Assets held for trade and other assets at fair value through profit or loss 687 121 553 673 

Other assets (630) 34 298 331 

  4,774 4,685 140 4,825 

Increases (decreases) in operating liabilities         

Resources of central banks and other credit institutions (3,671) (2,496) 3 (2,493) 

Customer resources 1,349 875 - 875 

Other liabilities (371) 83 (548) (465) 

  (2,693) (1,537) (545) (2,082) 

Net cash from operating activities before taxation 3,805 4,098 (380) 3,717 

Income tax (34) (97) (157) (253) 

Net cash from operating activities 3,771 4,001 (537) 3,464 

INVESTING ACTIVITIES 

    Dividends received from equity instruments 131 74 - 74 

Acquisition of investments in subsidiary and associated companies, net 

of disposals (239) (24) 38 15 

Acquisition of available-for-sale financial assets, net of disposals (980) (207) 77 (130) 

Acquisition of tangible and intangible assets and investment property, 

net of disposals (54) (68) (11) (78) 

Net cash from investing activities (1,141) (224) 104 (119) 

FINANCING ACTIVITIES 

    Interest on subordinated liabilities (102) (144) - (144) 

Interest on debt securities (615) (505) - (505) 

Dividends paid on preference shares (2) - - - 

Issue of subordinated liabilities, net of repayments 790 (399) - (399) 

Issue of debt securities, net of repayments (4,186) (2,936) - (2,936) 

Share capital increase 750 - - - 

Net cash from financing activities (3,364) (3,984) - (3,984) 

Increase (decrease) in cash and cash equivalents (734) (206) (433) (639) 

Cash and cash equivalents at the beginning of the year 3,690 2,905 - 2,905 

Balances derecognized in the process of consolidation relating to "Non-
current assets held for sale" - 565 - 565 

Balances reclassified to "Non-current assets held for sale" - (616) 616 - 

Effects of the exchange rate change on cash and cash equivalents (51) (66) - (66) 

Net change of cash and cash equivalents (734) (206) (433) (639) 

Cash and cash equivalents at the end of the year 2,905 2,582 183 2,765 
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Consolidated Statements of Changes in Equity for the years ended 31 December 2011 and 2012 

 (Amounts expressed in € million) 

 

 
Share 

Capital 

 
Fair value 

Reserve 
 

Other 

reserves 
 
Retained 

earnings 
 Total  

Net income 

for the year 
 Sub-total  

Non-

controlling 

interests 

 Total 

Balances at 31 December 2011 5,150  (2,078)  1,834  (125)  1,709  (488)  4,292  1,045  5,337 

Appropriation of net income for 2011:                  

                     

Transfer to reserves and retained 

earnings  
—  —  (172)  (316)  (488)  488  —  —  — 

Other entries directly recorded in equity                   

     Measurement gain / losses on 
available-for-sale financial assets  

—  1,889  (77)  —  (77)  —  1,812  3  1,815 

    Recognition of actuarial gains and 

losses associated with post-employment 
benefits (IAS19) 

—  —  (80)  —  (80)  —  (80)  —  (80) 

     Currency Changes in subsidiaries and 

branches  
—  —  (62)  —  (62)  —  (62)  (14)  (75) 

Others  —  —  (9)  —  (9)  —  (9)  (9)  (19) 

Total gains and losses f or the year 
recognised in equity  

—  1,889  (227)  —  (227)  —  1,662  (21)  1,641 

Share capital increase  750  —  —  —  —  —  750  —  750 

Changes in Group perimeter  —  —  —  —  —  —  —  (57)  (57) 

Registration of put options to acquire 

minority interests – Partang  
—  —  (15)  —  (15)  —  (15)  —  (15) 

Acquisition of preference shares issued 
by Caixa Geral Finance  

—  —  —  —  —  —  —  (1)  (1) 

Dividends paid on preference shares and 

other dividends paid to minority interest  
—  —  —  —  —  —  —  (30)  (30) 

Reclassification between reserves and 
retained earnings  

—  —  3  (3)  —  —  —  —  — 

Net income for the year —  —  —  —  —  (395)  (395)  50  (345) 

                  

Balances at 31 December 2012 5,900  (190)  1,424  (444)  979  (395)  6,295  985  7,280 
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Consolidated Statements of Changes in Equity for the years ended 31 December 2012 and 2013 

(Amounts expressed in € million)                                                

                  

  
Share 

Capital 

 
Fair value 

Reserve 
 

Other 

reserves 
 
Retained 

earnings 
 Total  

Net income 

for the year 
 Sub-total  

Non-

controlling 

interest 

 Total 

Balances at 31 December 2012 5,900  (190)  1,424  (444)  979  (395)  6,295  985  7,280 

Appropriation of net income for 2012:                  

     Transfer to reserves and retained 

earnings 
—  —  284  (679)  (395)  395  —  —  — 

Other entries directly recorded in equity:                  

     Measurement gain / losses on available-

for-sale financial assets 
—  253  (30)  —  (30)  —  222  5  227 

     Recognition of actuarial gains and 

losses associated with post-employment 

benefits (IAS19) 

—  —  (50)  —  (50)  —  (50)  —  (50) 

     Currency Changes in subsidiaries and 
branches 

—  —  (103)  —  (103)  —  (103)  (15)  (118) 

     Other —  —  15  —  15  —  15  (2)  13 

Total gains and losses for the year 

recognised in equity 
—  253  (168)  —  (168)  —  84  (12)  72 

Changes in Group perimeter —  —  —  —  —  —  —  5  5 

Registration of put options to acquire 
minority interests – Partang 

—  —  (6)  —  (6)  —  (6)  —  (6) 

Dividends paid on preference shares and 

other dividends paid to minority interest 
—  —  —  —  —  —  —  (19)  (19) 

Reclassification of unrealised gains  —  —  (41)  41  —  —  —  —  — 

Net income for the year —  —  —  —  —  (576)  (576)  65  (511) 

Balances at 31 December 2013 5,900  63  1,492  (1,082)  410  (576)  5,797  1,024  6,821   
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The following table shows certain key ratios for the CGD Group as at 31 December for each of the years set 

out: 

 

 

As at 31 December 
 

  

 

2012 2013 
 

  

 

(%) 
   

Structural Ratios 
  

Customer loans(1)/customer deposits .........................................................................  112.0 103.6 

Customer loans(1)/net assets .......................................................................................  62.4 61.6 

Mortgages/customer loans(2) ......................................................................................  48.9 50.1 

Profitability and Efficiency Ratios 
  

Return on equity (before tax)
(3)

 ...................................................................................  (6.5) (9.4) 

Return on equity (after tax)
(3)

 ......................................................................................  (5.3) (7.1) 

Return on assets (before tax)
(3)

 ....................................................................................  (0.4) (0.6) 

Return on assets (after tax)
(3)

 .......................................................................................  (0.3) (0.4) 

Net operating income
(4)

/average net assets ..................................................................  2.0 1.5 

Cost-to-income
(4)

 .........................................................................................................  58.5 81.5 

Operating costs based on average net assets ...............................................................  1.4 1.4 

Employee Costs based on net operating income .........................................................  31.8 46.4 

Asset Quality Ratios 
  

Non-performing credit ratio
(5)

 .....................................................................................  6.4 7.5 

Non-performing credit (net) / total credit (net)
(5)

 ........................................................  1.1 1.6 

Overdue credit / total credit .........................................................................................  5.7 6.6 

Credit more than 90 days overdue /total credit............................................................  5.3 6.1 

Accumulated impairment /overdue credit ...................................................................  92.8 91.0 

Accumulated impairment /credit more than 90 days overdue .....................................  100.5 99.9 

Capital Ratios 
  

Solvency ratio for the purpose of the Bank of Portugal ..............................................  13.6 13.3 

Tier 1 for the purpose of the Bank of Portugal ............................................................  11.2 11.3 
   

 
(1) Customer loans after impairment. 

(2) Customer loans before impairment. 

(3) Considering average shareholders' equity and net asset values. 

(4) Includes income from associated companies. 

(5) Indicators calculated in accordance with Bank of Portugal Instruction no. 23/2012. 

 

Recent Developments 

In the domestic branch office network, a high priority continued to be an approach based on proximity, 

further optimising installed potential and improving efficiency, strengthening the complementary nature of 

person-to-person services with a range of effective, automatic, online channels. This enabled that in a 

reduction of 56 branches and 7 corporate offices in the domestic network while carrying out improvements in 

the quality of services. 

In the international sphere:  

 Authorisation was given for the Macau offshore branch to come into operation in 

February; 

 The incorporation process of CGD PINF into CGD Securities was completed in May; 
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 New branches opened in France (1), Angola (4), Mozambique (4), Macau (4) and Timor 

(1); 

 The Group underwent a profound restructuring process in Spain, by re-dimensioning and 

reorienting its business model. The Group’s presence in Spain, as Portugal’s main trading 

partner, is crucial and of major potential in terms of its present business strategy in which 

the Iberian space is considered the Group’s domestic market. 

 With these disposals, CGD continues to take significant steps to essentially concentrate 

on its banking business while simultaneously rationalising and improving the 

profitability of its activity. 

On 24 July 2013, CGD disclosed the following:  

Pursuant to the terms of article 248 of the Portuguese Securities Code, CGD informs that the European 

Commission has announced (IP/13/738), 24 July 2013 that it: 

 Concluded that CGD's Restructuring Plan (presented in the sequence of the Institution's 

Recapitalisation in June 2012, and the European Commission's decision on the Recapitalisation 

on 18 July 2012) respects European State aid rules; 

 Adopted the decision of approval of CGD's Restructuring Plan; 

 Closed the investigation process regarding the payment of dividends by Caixa Geral de 

Depósitos, with the commitment that CGD, within the Restructuring Plan, commits to repay to 

the Portuguese State an amount equivalent to the dividends paid (€405,415). 

The recapitalisation followed the introduction of new capital requirements issued by the EBA 

(EBA/REC/2011/1), resulting in the need for additional capital of 1.650 million Euros (750 million Euros in 

share capital and 900 million Euros in Capital Core Tier 1 instruments), which were subscribed, in June 

2012, by the Portuguese State as the sole shareholder of CGD Group, and subsequently considered to be 

State aid by the European Commission. 

Restructuring Plan 

CGD's Restructuring Plan, which has been approved by the European Commission, ensures the focus of the 

Institution on its critical role to support Portuguese corporate and household customers, and is based on three 

main vectors that reinforce the strategic focus: 

 Deleverage the Group's balance sheet with the sale of the insurance business unit, the sale of 

the remaining non-strategic holdings and the run-down of noncore assets; 

 Improve operational efficiency by pursuing with the ongoing effort to reduce operational costs, 

that has already led to significant savings for the institution, including through reduction of 

retail branches, headcount optimisation and renegotiation of contracted services; 
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 Restructure the activity and optimise the scale of CGD’s network in Spain. 

Behavioural measures 

CGD's behavioural measures, which are extendable to CGD Group, include: 

a) Refrain from making acquisitions of both companies with their own legal structure, and shares in 

companies or asset bundles that represent a commercial transaction or a branch of an activity, above certain 

limits. However, this does not apply to several situations, such as acquisitions that belong, in terms of the 

management of existing obligations of customers in financial difficulty, to a bank’s normal on-going 

business. 

b) Ban on commercial aggressive practices. 

c) Reduction of proprietary trading (not client related) to the minimum necessary for the normal treasury 

function. 

d) Refrain from using the granting of the aid or any advantages arising therefrom, for advertising purposes. 

e) Ban on dividend, coupon and interest payments to holders of preference shares and subordinated debt, in 

so far as those payments are not owed on the basis of contractual or legal obligations. However, these 

payments are allowed if it is proved that non-payment would hinder or prevent the repayment of the Core 

Tier 1 Capital Instruments issued by CGD and subscribed by the Portuguese Government in June 2012.  

f) Allocate EUR 30 million per year to a fund that will invest in equity of Portuguese SMEs and mid-cap 

corporate, under the recapitalisation plan set out with the Portuguese State. Any investment exceeding the 

above referred amount shall be subject to prior approval by the European Commission.  

g) Continue the expansion of risk monitoring operations and conduct a commercial policy that is prudent, 

sound and oriented towards sustainability. 

h) Appoint a Monitoring Trustee that will monitor the implementation and execution of the measures of the 

Restructuring Plan. 

i) Refrain from establishing new business units outside the geographic areas in which CGD Group has not 

previously operated; and 

j) Compliance with all regulations and legal requirements on remuneration policies. 

The behavioural commitments remain in force until the end of the restructuring period, on December 31, 

2017. 

In accordance, CGD Groups’ Strategic Plan, has been structured on two key challenges: 

1st Challenge: To protect and strengthen CGD Group's financial health (solvency, liquidity and profitability) 

in response to the needs of the new economic and financial sector framework. 
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2nd Challenge: To transform CGD, focusing activity on its banking activity, in order to achieve the Group's 

sustainability and competitiveness on an organisational and business model level. 

 The first challenge recommends a response to the requirements created by the new economic 

and financial sector context, even in more adverse scenarios, strengthening the evolution of the 

Group’s indicators to provide for the Bank's capitalisation with a Core Tier I ratio of 10 per 

cent. from 2012, generating ROE of 10 per cent. over 5 years, maintaining a stable loans-to-

deposits ratio of between 110-120 per cent., considering a scenario of open markets after 2013 

and the growing corporate integration of the Group's Business Units based on a management 

logic, supply and multinational service. 

 The second challenge aims to prepare and guarantee CGD’s sustainability and competitiveness 

on an organisational and business model level in light of the paradigm shift in the banking 

sector, transforming the current banking business model in Portugal and integrating it in terms 

of offer with the international network, ensuring greater focus on services/transactions which 

are less reliant on net interest income, a service model more in line with foreseeable market 

evolution and requirements of key segments – premium customers, non-residents and 

companies/SMEs working in the tradable goods sectors – and the necessary support based on 

platforms, processes and HR optimisation in line with the new market requirements. 

The main strategic guidelines defined to meet the challenges are: 

 To take-in savings and diversify liquidity sources, adopting a commercial strategy designed to 

reduce balance sheet liquidity risk by taking-in balance sheet resources from retail banking 

activity and diversifying funding sources in international markets; 

 To continue the balance sheet reduction process through the disposal of non-core assets for 

achieving a loans-to-deposits ratio in line with the defined objective; 

 To comply with the solvency ratios objectives, namely with the new Core Tier I; 

 To protect and stimulate revenue generation; 

 To restructure the corporate model, implementing a new business model enabling the 

elimination of the impact of capital market volatility in the Bank's profit and loss account and 

prudential ratios to be adjusted to the new Basel III rules. This new model will consider 

disinvestment in non-core financial assets and will require the creation of mechanisms for the 

performance of corporate type functions, namely those connected with strategic, risk and 

liquidity management; 

 To optimise all processes related with risk management, particularly greater integration in the 

management of the Group's real estate and credit oversight and recovery process; 

 To improve efficiency through the adoption of a programme enabling productivity levels to be 

improved in a context of the deleveraging and change of the main business determinants, both 
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on the branch office network and in terms of central services. This will be possible by 

redesigning processes and identifying key staff for the activity and functions performed by each 

organic unit. Following these measures, the cost-to-income ratio should be less than 50 per 

cent.; 

 To re-examine CGD Group's international presence, considering the imperative need to 

deleverage the separate and consolidated balance sheets, establishing, to the extent possible, the 

types of presence more adequate for backing the internationalisation processes of Portuguese 

companies. Of particular relevance is the restructuring of the Group's operation in Spain with 

the aim of improving its profitability and efficiency indicators; 

 To increase endeavours to back exports/internationalisation, with CGD acting as a benchmark 

operator for exporting companies, increasing its contribution to the country's economic 

development by strengthening the competitiveness and internationalisation of Portuguese 

companies, in which special reference should be made to foreign trade operations and the 

“Iberian Passport” product; 

 To increase its share of the SME market, with CGD as the bank of first choice of the best 

SMEs; 

 To back corporate capitalisation operations and microfinance, with intervention in this area 

being considered fundamental to ensure the funding of the investments needed to improve 

corporate competitiveness and reduce financial costs; 

 To strengthen a multichannel customer relationships strategy. The development of distance 

banking should enable the physical branch network to be reconfigured, with new locations in 

more flexible formats. CGD must therefore succeed in achieving greater customer proximity 

while rationalising costs and improving operational efficiency; 

 To boost talent management and promote human resources mobility. 

Lastly, the strategies and policies defined by the Group aim to meet the following corporate objectives: 

Liquidity 

 Loans-to-deposits ratio of less than 120 per cent.; 

 Use of ECB funding of less than 10 times minimum cash reserves; 

 Convergence of stable funding ratio to 100 per cent. 

Solvency  

Core Tier I ratio: 

 10 per cent. under Basel II rules;  
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 9 per cent. under EBA rules; 

 To comply with minimum capital levels for EBA stress tests.  

Efficiency 

 Convergence of net commissions/staff costs ratio to 100 per cent.; 

 Convergence of cost-to-income (Bank of Portugal) to 50 per cent. 

CGD plans the activities of the Group’s several business units, taking into account the objectives of its 

Strategic Mission as defined above. To monitor the performance of the approved activity plan and budget, an 

information system has been implemented made up of various periodic reports containing indicators on the 

various areas of activity. The Annual Report contains an annual assessment on the compliance with the 

defined objectives. 
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OVERVIEW OF THE PORTUGUESE ECONOMY AND THE FINANCIAL PERFORMANCE OF THE CGD GROUP 

General Overview  

Portuguese  economy continued to be affected by the economic adjustment process aiming at reducing the 

fiscal deficit and a gradual deleveraging of the private sector, including the banking sector, by reducing net 

borrowing requirements of diverse sectors of the economy, as well as adjustments to banks’ balance sheets 

based on higher solvency ratios and a reduction of loans-to-deposits ratios.  

In 2013, economic growth in the second quarter increased 1.1 per cent. quarter-on-quarter, following a 

contraction of 0.4 per cent. in the first quarter. This positive momentum was confirmed in the third quarter 

with GDP growing by 0.2 per cent. quarter-on-quarter. Year on Year the GDP contracted 1.4 per cent., 

compared with a preliminary estimate of 1.2 per cent.  

For the year 2013, GDP was down 1.4 per cent., a lower than expected decrease following a 3.2 per cent. 

drop in 2012, mainly driven by the smaller contraction of domestic demand, down 2.5 per cent. and by the 

positive contribution of private consumption and investment. Even though exports declined slightly on a 

quarter compared basis, the year on year growth rate remained strong.  

In terms of international trade, net exports continued to contribute positively to economic growth, despite an 

expected stabilization of exports and an acceleration of imports. Exports and imports increased 6.1 per cent. 

and 2.8 per cent. respectively. 

In 2013, the Portuguese Harmonised Index of Consumer Prices (HICP) recorded an annual average rate of 

0.3 per cent. in comparison to 2.8 per cent. in 2012, 1 per cent. below the Euro area (“EA”) average. This 

resulted in part from the decrease in the energy prices and significant deceleration of underlying inflation. 

In the labour market, the unemployment rate, although still high, fell for the third consecutive period, 

reaching an average rate of 16.2 per cent. in 2013, a level of approximately 808,000 unemployed. This 

represents an increase of 0.5 per cent. when compared with 2012 (source: INE – Instituto Nacional de 

Estatística).  

Deposits and Credit Aggregates 

In 2013, the aggregate liquidity M3 (a broad measure of the money supply within the economy), excluding 

currency in circulation, was down 0.2 per cent. 

As opposed to past years, total deposits were up 3.2 per cent. in comparison to the preceding year's negative 

rate of change of 2.7 per cent., in part due to the evolution of non-financial corporations' deposits. 

Total domestic credit has decreased 4.1 per cent. Credit to general government, net of liabilities to central 

government, have decreased 76 per cent. Loans to non-financial corporations contracted 5.0 per cent. and 

loans and advances to individual customers have also decreased 4.2 per cent. 
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Interest Rates 

During 2013, the ECB, taking into account the very low levels of inflation, announced new cuts in its key 

reference rate, totalling 50 bp, in May and November, to a minimum historic level of 0.25 per cent., 

considering economic activity deceleration including some more solid economies of the Euro area. 

Facing the continued intense tensions in the public debt market and slowdown in economic activity in the 

Euro area, ECB reinforced its commitment to strengthen the measures implemented in September 2012 with 

details of a new public debt program acquisition in the secondary market for countries facing difficulty in 

obtaining adequate funding, in the event of the materialization of negative risks. Notwithstanding the 

attenuation of tensions in the public debt market, the strengthening of stimuli by the ECB was also a response 

to the accentuating contraction of credit.  

2013 continued to witness financial fragmentation in the EA, i.e. divergence between interest rate levels in 

different Member States. 

The improved economic and financial environment in Portugal, which enabled the financing costs in capital 

markets to be reduced, in conjunction with the continuous improvement of the liquidity situation of financial 

institutions, was reflected in a sharper reduction of interest rates on lending. 

During 2013 the trend in interest rates used for credit continued a downward trend and reached its lowest 

level at the end of the year. This downward trend in interest rates had the effect of overturning the interest 

rate increases of the two previous years.  

During the year of 2013, the Euribor rate for 1 month was up 107 basis points (b.p.), with 3, 6 and 12 months 

rates up 100 b.p., 69 b.p., and 14 b.p., respectively. 

During 2013, the trend in interest rates used as indexes for credit operations rates remained stable recording a 

slight increasing trend in the last month of the year. 

Exchange Rates 

In 2013, greater confidence regarding the sustainability of the EA led to the euro's appreciation against some 

of the most relevant currencies.  

Reference should be made to the appreciation of more than 4 per cent. against the US dollar, ending the year 

at nearly $1.38, i.e. close to its maximum for the year. The single currency also appreciated 2.3 per cent. and 

1.6 per cent. against Sterling and the Swiss franc respectively. 

In a context of greater appetite for risky assets and given the uncertainty over inflation, which could fall 

below the 2 per cent. objective defined by the Bank of Japan by 2014 leading to the need for new 

extraordinary monetary policy measures, the euro appreciated 26.4 per cent. against the yen its highest value 

of the last 5 years (145.67 yen per euro). 

As regards the main emerging countries, the euro appreciated 4.2 per cent. against China's renminbi and 3.2 
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per cent. against Brazil's real. 

Capital Markets 

Assets and Liabilities 

Consolidated Balance Sheet        Change   

  

December 

2012 * 

December 

2012 ** 

December 

2013 Total % 

ASSETS           

Cash and cash equivalents at central banks  1,603  1,603  1,545  (58) -3.6% 

Loans and advances to credit institutions 3,819  3,774  2,811  (963) -25.5% 

Loans and advances to customers 74,735  74,761  70,074  (4,686) -6.3% 

Securities Investments 28,193  19,107  18,796  (311) -1.6% 

Assets with repurchase agreement 504  504  706  201  40.0% 

Non-current assets held for sale 678  13,765  13,456  (309) -2.2% 

Investment in associates and jointly controlled entities 218  216  42  (174) -80.4% 

Intangible and tangible assets 1,316  897  815  (81) -9.0% 

Current and deferred tax assets 1,529  1,341  1,506  165  12.3% 

Technical provisions for outwards reinsurance 197  5  6  1  10.3% 

Other assets 4,067  3,307  3,205  (102) -3.1% 

Total  116,859  119,280  112,963  (6,317) -5.3% 

LIABILITIES           

Central banks' and credit institutions' resources 12,227  12,227  9,735  (2,492) -20.4% 

Customer resources 71,355  66,985  67,824  840  1.3% 

Financial liabilities 2,217  2,283  1,645  (638) -28.0% 

Debt securities 10,591  11,799  8,791  (3,008) -25.5% 

Non-current assets held for sale 101  11,746  11,591  (155) -1.3% 

Provisions 973  884  881  (3) -0.3% 

Technical provisions for insurance operations 4,224  10  10  -  3.7% 

Subordinated liabilities 2,889  2,905  2,524  (381) -13.1% 

Other liabilities 5,002  3,162  3,140  (21) -0.7% 

Total  109,579  112,000  106,142  (5,858) -5.2% 

Shareholders' Equity 7,280  7,280  6,821  (459) -6.3% 

Total Liabilities and Shareholders' Equity 116,859  119,280  112,963  (6,317) -5.3% 

(*) Pro forma accounts as the entities are in the form of jointly owned entities integrated by the equity accounting method. “Pro forma 

accounts” means herein that the accounts for the relevant year have been reexpressed in accordance with the applicable accounting rules and 

principles; such reexpression does not correspond to pro forma accounts with the meaning ascribed to such term in the Prospectus 

Regulation.(**)Unaudited accounts. In 2013, as a result of the disposal process of equity stakes in Fidelidade - Companhia de Seguros, S.A., 

Multicare - Seguros de Saúde, S.A. and Cares - Companhia de Seguros, S.A, held by the Group through Caixa Seguros e Saúde, SGPS, S.A., 

the assets and liabilities of the referred to companies were reclassified as “Non-current assets and liabilities held for sale”. 

The following analyses considers the pro forma balance sheet at 31 December 2012 which considered the 

accounts of subsidiary companies Caixa Seguros e Saúde, SGPS (Fidelidade, Multicare and Cares) as a non-
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current asset held for sale and with the parties in form of jointly owned entities being integrated by the equity 

accounting method. At the end of 2013, net assets of the CGD Group totalled €113.0 billion, a decrease of 

5.3 per cent over the previous year, reflecting the effect of its continued current balance sheet deleveraging 

process. “Pro forma balance sheet” means herein that the accounts for the relevant year have been 

reexpressed in accordance with the applicable accounting rules and principles; such reexpression does not 

correspond to pro forma accounts with the meaning ascribed to such term in the Prospectus Regulation. 

CGD corporate market share was 18.2 per cent in December 2013, representing an increase of 0.9 per cent 

since the start of the year. There has been a positive change over the last five years 3.3 percentage points. 

The main source of the Group's Net Assets was the activity of CGD with 65.9 per cent of the total (66.2 per 

cent in 2012), Caixa Seguros e Saúde with 11.3 per cent, Banco Caixa Geral in Spain with 4.3 per cent, 

Caixa Leasing e Factoring with 2.1 per cent and BNU (Macao) with 2.9 per cent. 

The following table shows the Consolidated Net Assets of the principal companies in the CGD Group, 

excluding inter-company balances, as of the 31 of December for each of the years set out: 

 

  

 As at 31 December 

  

 2012* 2013 

   

 Value %  Value %  

     

 (€ million)  (€ million)  

     

Caixa Geral de Depósitos, S.A.
(1)

 .........................................  78,908 66.2 74,401 65.9 

Caixa Seguros e Saúde .........................................................  13,162 11.0 12,782 11.3 

Banco Caixa Geral (Spain) ...................................................  5,503 4.6 4,874 4.3 

BNU-Banco Nacional Ultramarino, S.A. (Macao) ...............  3,029 2.5 3,263 2.9 

Caixa – Banco de Investimento ............................................  2,094 1.8 1,743 1.5 

Caixa Leasing and Factoring ................................................  2,640 2.2 2,3338 2.1 

Banco Comercial e de Investimentos 

(Mozambique) ........................................................................  
 

1,654 1.4 1,929 1.7 

Banco Comercial Atlântico (Cape Verde) ............................  616 0.5 628 0.5 

Mercantile Lisbon Bank Holdings ........................................  644 0.5 519 0.5 

BCG (Banco Totta Angola) ..................................................  1,160 1.0 1,318 1.2 

Other companies
(2)

 ................................................................  9869 8.3 9,173 8.1 

     

Consolidated net assets .........................................................  119,280 100.0 112,963 100.0 

     
(1) Individual Activity 

(2) Includes units registered according to the equity accounting method 

*   Unaudited accounts. In 2013, as a result of the disposal process of equity stakes in Fidelidade - Companhia de Seguros, 

S.A., Multicare - Seguros de Saúde, S.A. and Cares - Companhia de Seguros, S.A, held by the Group through Caixa 

Seguros e Saúde, SGPS, S.A., the assets and liabilities of the referred to companies were reclassified as “Non-current assets 

and liabilities held for sale”. 
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Loans and advances to credit institutions banks amounted to €2.8 billion at the end of December 2013, while 

the resources obtained from the same entities totalled €9.7 billion of which €6.3 billion from the Group's 

borrowings from the ECB.  

Loans and advances to customers (gross) were down 5.6 per cent. in December 2012 to €74,587 million at 

the end of 2013. Loan repayments continue to be higher than new operations. 

The loans-to-deposits ratio, at the end of 2013, was 103.6 per cent., against 112.0 per cent., at the end of 

2012, deriving from the combined effect of the decline in net credit and growth in the value of deposits. 

The €5,858 million reduction in liabilities since the start of 2013 reflects a reduction of borrowing from the 

ECB (down €2,080 million), in addition to the 25.5 per cent. decline of €3,008 million in debt securities 

issued.  

Resources 

Savings products in the corporate segment in the domestic market were up 10.7 per cent. in 2013, 

particularly comprising a 12.8 per cent. growth of deposits and a 31.9 per cent. increase in investment funds. 

The market share of deposits in this segment was up from 10.8 per cent. in December 2012 to 11.4 per cent. 

in December 2013. 

The balance of total funds raised by the Group (excluding the interbank money market), increased 0.4 per 

cent. in comparison to December 2012, totalling €90,963 million. Total deposits continued to grow, 

increasing 1.3 per cent. over December 2012, with savings and fixed term deposits totalling €67,623 million, 

representing more than 70 per cent. of the total deposits.  

The international branch continued to have a substantial contribution to total savings taken by the Group, 

with deposits increasing 9.3 per cent. over December 2012 to €14.557 million. Geographically, reference 

should be made to the Eastern Countries (up 20.9 per cent.), Lusophone Africa (up 10.7 per cent.) and Spain 

(up 5.6 per cent.). 

"Off-balance sheet" resources were up 2.7 per cent. totalling €12,817 million at the end of 2013, benefiting 

from a good performance of the pension funds increasing 6.7 per cent. over December 2012. Wealth 

management activity and investment units in unit trust funds were up 1.1 per cent. and 2.5 per cent., 

respectively.  

By segment, reference should be made to the highly positive performance of corporate deposits, up 23 per 

cent. by €2.5 billion over December 2012, fuelled by a 53.7 per cent. growth of €2.7 million in term deposits. 

The balance of funds obtained from institutional investors (excluding the interbank money market)  through 

own issues decreased 25.5 per cent. over the end of 2012 totalling €8.8 billion, mainly due a reduction in the 

outstanding balance of bonds issued under Public sector, cash and certificates of deposit and under the 

EMTN and ECP programmes. This was, however offset by the issuance of a 5 years €750 million Covered 

Bonds, resulting in a 25.3 per cent. increase under the Covered Bonds Programme, with an outstanding 
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amount of €7.4 billion. 

In the subordinated liabilities sphere, CGD fund itself with €2.5 billion, down 13.1 per cent. by €381 million 

when compares with the value in December 2012. 

Credit 

In terms of credit structure in 2013, the Individual Customer Segment was down reflecting the recessionary 

environment translated to higher taxes and unemployment levels. Nevertheless, there was an increase of 6.7 

per cent. in the amount of new mortgage lending segment operations in 2013 representing an increase of the 

spread when compared to the portfolio average, even though it was not sufficient to offset the reduction of 

stock. Mortgage loans decreased 4.0 per cent. to €30,674 million at the end of 2013 representing 40.6 per 

cent. of the total mortgage portfolio. 

Reference should be made to the contribution from the CGD Group in Africa where BCI Mozambique’s 

credit increased 16.7 per cent. by €159 million when compared to December 2012. BNU Macau and BCG 

Brazil also grew €109.2 million and €59.9 million, respectively.  

CGD's companies in Europe continued to reduce lending, with CGD’s France branch, where the economic 

environment remains weak, with a credit portfolio with a variation of €369.9 million (representing a decrease 

of 9.5 per cent.) and Spain, in which the CGD unit is being restructured, achieving a €402.1 million variation 

(down 7.8 per cent.) as of December 2013.  

The credit balance to General Government and public authorities decreased 11.9 per cent. (€539 million) 

when compared to December 2012. 

CGD Group increased its market share of loans and advances to customers from 21.3 per cent. in December 

2012 to 21.6 per cent. in December 2013, reflecting the increase in the market share in the corporate segment 

to 18.1 per cent. and the credit to private customers segment to 23.7 per cent. 

Credit to corporate and institutional sectors, by sectors of activity decreased significantly, in the mining and 

manufacturing sectors (3.9 per cent. by €164 million) and construction (2.1 per cent. by €117 million), the 

latter reflecting not only the contraction of activity but also CGD’s policy inducing the reduction of the 

Group's exposure to this sector. 

The balance of the credit to the service sector was directed primarily at the sub-segment “financial activities” 

with €7.4 billion, “Real estate” with €3.1 billion and “Wholesale and retail trade” with 2.9 billion. 

The balance of loans and advances to individual customers stood at €36.9 billion at the end of the year, a 

decrease of €1.8 billion (4.5 per cent.), resulting from a decrease in “Housing” (4.2 per cent.), and in “Other 

Purposes” (10.0 per cent.).  

Mortgage loans in Portugal were down 4.0 per cent. to around 41.1 per cent. of the consolidated portfolio 

total at the end of December 2012. 

The rhythm and contractual terms of CGD's new mortgage lending operations in Portugal, in 2013, reflect a 
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new approach to this business segment, notably expressed in a higher number and volume of new contracts, 

comprising 5,995 operations totalling €463 million. 

Liquidity 

Favourable conditions in international markets, in conjunction with the good performance of deposits, to 

which a highly favourable contribution was made by the international area, in 2013, translated into a gradual 

normalization of CGD's financing policy, including a desirable reduction of its reliance upon ECB funding, 

With growing market stability, after almost 3 years of an unreceptive attitude towards Portuguese issuers, 

CGD launched a €750 million covered bonds issue with a maturity of 5 years and coupon rate of 3.75 per 

cent., at the beginning of 2013, opening this segment to Portuguese issuers. The excellent receptivity 

afforded to the issue was evidenced by strong demand of more than €4 billion and sales of around 90 per 

cent. of the amount to more than 200 foreign investors, notably from the United Kingdom, Germany, Austria, 

France and Switzerland. 

CGD resumed its market operations in January 2014, with a 5 year maturity covered bonds issue, also for the 

amount of €750 million. The high level of acceptance from investors translated into final demand of more 

than €3.9 billion and a final spread of 188 bp (comprising a re-offer yield of 3.12 per cent.) significantly 

lower than the yield achieved in the preceding year, confirming growing interest in CGD’s credit and ipso 

facto an increasingly more favourable perception of the respective risk. 

The year 2014 issue was placed at a price of almost 100 bp less than the January 2013 issue.  

In both operations around 90 per cent. of the total was taken up by international investors, in less than 2 

hours and was 5 times oversubscribed. There was also an increase of 20 participating investors in the most 

recent issue, in comparison to the January 2013 operation, with greater geographical diversification and a 

higher proportion of German investors with greater tradition in the covered bonds market. 

Following the significant reduction in funding from the ECB at the start of the year, down €2,080 million 

over December 2012 borrowings of €8,415 million, CGD Group's access to ECB funding remained relatively 

stable during the course of 2013, at €6,335 billion at the end of December.  

CGD Group's eligible assets pool, at the end of 2013, comprising tradable securities, totalled €17,099 

million, down €1,470 million over the preceding December's figure, largely owing to the early repayment of 

€1 billion in state-backed bonds in July. Total available assets were therefore up at the end of 2013 to 

€10,701 million, against the preceding year's €10,106 million. 

Customer resources on a consolidated basis were up €839.7 million in 2013, with deposits up 1.3 per cent. 

(€846.3 million) to €67,623 million. Reference should be made to the increase in customer resources, notably 

in the individual customers segment, in the context of a downwards re-pricing of new and overdue deposits. 

Shareholders’ Equity 

The Group’s equity capital amounted to €6.821 billion, corresponding to a decrease of €458.9 billion (6.3 per 
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cent.), when compared to the end of 2012 negatively influenced by the evolution of “other reserves and 

retained earnings”.  

The Common Equity Tier 1 ratio (CET 1), at 31 December 2013, calculated in conformity with CRD IV / 

CRR fully implemented rules, stood at 7.6 per cent. (against a minimum of 7 per cent. comprising a CET 1 

ratio of 4.5 per cent. and a buffer of 2.5 per cent.). 

The Common Equity Tier 1 ratio (CET 1), at 31 December 2013, calculated in conformity with CRD IV / 

CRR phasing-in rules was 10.7 per cent., above the ECB’s reference value of 8 per cent. for asset valuation 

purposes, considering the base scenario. 

EBA Recommendation EBA/REC/2013/03, which takes into consideration the new CRD IV/CRR capital 

legislation on the preservation of an absolute capital value necessary for compliance with the previous 9 per 

cent. minimum ratio, with reference to the capital requirements at 30 June 2012, including the same capital 

buffer for exposures to sovereign risk, came into force on 22 July 2013. 

This EBA Recommendation provides for exceptions to the nominal capital preservation rule both for 

institutions with Common Equity Tier 1 ratios, calculated in conformity with the CRD IV / CRR fully 

implemented rules of 7 per cent. or more and for institutions involved in restructuring processes and gradual, 

ordered deleveraging. Pursuant to this scenario, CGD submitted its Capital Plan to the Bank of Portugal, 

under the terms of the Recommendation, in November 2013. The Plan is currently being examined by the 

Supervisor. 

The following table sets out the capital position of CGD and the CGD Group as at 31 December 2013 and 

2012, respectively, with their risk-weighted assets and Tier 1 capital ratio being calculated in accordance 

with the requirements of the Bank of Portugal: 

Consolidated Solvency Ratio 
   

 

As at 31 December 
 

 

 

2012 2013 
 

  

 

(€ million) 
   

1 Total own funds (
(a)

+
(b)

+
(c)

) ................................................................................  9,331 8,291 

 (a) Base own funds ............................................................................................  7,629 7,058 

 Share Capital ......................................................................................................  5,900 5,900 

 Fair value reserves .............................................................................................  (189.7) 63.1 

 Other reserves and retained earnings .................................................................  979.1 409.7 

 Net income for year ...........................................................................................  (394.7) (575.8 ) 

 Non-controlling interest .....................................................................................  985.3 1,024.1 

 (b) Complementary own funds ..........................................................................  1,749 1,278 

 (c) Deductions ....................................................................................................  (47) (46) 

2 Weighted assets (credit risks) and market risks .................................................  68,383 62,359 

3 Own funds requirements ( Core Capital) ...........................................................  7,926 7,325 

4 Surplus own funds (1-3) ....................................................................................  1,405 966 

5 Solvency ratio
(1)

 .................................................................................................  13.6%  13.3%  

6 Tier 1 ratio .........................................................................................................    11.2%  11.3%  

 

 
 

 (a) 
Including retained earnings.  
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(b)
 Complementary own funds: 50 per cent. of investment of more than 10 per cent. in insurance companies and 

credit institutions in which the investments are greater than 10 per cent. has been deducted from basis own 

funds and complementary own funds. 

(c) 
Solvency ratio calculated in accordance with Bank of Portugal rules. 

 

     

 

Ratios 

31-12-2012 

(1) 

31-12-2013 

(2) 

Change 

(2)-(1) 

     

 Tier 1 (A/E)* ...............................................................................................................  11.2%  11.3%  0.1%  

 Core Tier 1 ** .......................................................................................................  11.6%  11.7%  0.1%  

 Core Tier 1 (EBA)*** 9.4%  9.4%  (0.0)% 

 Tier 2 (B/E) ..................................................................................................................  2.6%  2.0%  (0.5)%  

 Deductions (C/E) .........................................................................................................  (0.1)%  (0.1)%  0.0%  

 Solvency ratio (D/E) ....................................................................................................  13.6%  13.3%  (0.3)%  

(*) According to the Bank of Portugal 

(**) According to the Bank of Portugal 

(***) According to EBA 

The solvency ratio, on a consolidated basis, including retained earnings, and according to the regulatory 

framework of Basel II and calculated under Bank of Portugal rules, stood at 13.3 per cent. at the end of 2013 

against 13.6 per cent. in December 2012.  

Tier 1, in turn, also improved, rising from 11.2 per cent. to 11.3 per cent. and Core Tier 1 rose from 11.6 per 

cent. to 11.7 per cent. at the end of 2013 (standing above the 10 per cent. applicable minimum requirement 

established by the Bank of Portugal). The Core Tier 1 ratio in conformity with the EBA’s definition was 9.4 

per cent. in comparison to a minimum requirement of 9 per cent. 

In turn, the solvency ratio of the individual activity of CGD, including retained earnings, according to the 

regulatory framework of Basel II and calculated under Bank of Portugal rules, was 13.3 per cent. at the end 

of 2013, against 13.6  per cent. at the end of 2012. In addition, the Tier 1 ratio was also improved, rising 

from 11.2 per cent. to 11.3 per cent. at the end of 2013. 

Income and Profit Ratios 

The consolidated net income of CGD was minus €575.8 million against a negative value of €394.7 million in 

2012. This result reflected the recognition in the income statement of provisions and credit impairments 

(recorded as cost of the exercise) on equity held by CGD, due to a prudent provisioning policy in the context 

of a strong economic slowdown. 

The recognition of impairment associated with depreciation recorded in the shares still held by CGD, the 

increased significant values associated with non-current assets held for sale, especially real estate, 

contributed to the aforementioned figures. Notwithstanding, credit impairment provisions decreased 23.7 per 

cent. 

The Group's gross operating income totalled €310.4 million, a decrease of 67.5 per cent. 
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Net interest income in 2013 including income from equity instruments totalled €930.7 million, a decrease of 

31.4 per cent. when compared with 2012, which was originated from a reduction in net interest income in 

credit operations (€381.2 million, decreasing 30.8 per cent.) while income from equity instruments 

contracted €45.3 million, totalling €72.5 million, representing a decrease of 38.4 per cent., mainly due to the 

reduction of dividends received from Portugal Telecom and investment funds. 

Income from financial operations amounted to €267.1 million representing a decrease of €95.8 million. 

Crossing off gains from non-recurring factors associated with gains on own debt repurchases (€192.8 

million, in 2012, and €14.7 million, in 2013) income from financial operations would achieve an increase of 

around €82.3 million over the preceding year. 

Net commissions totalled €522 million, a decrease of 3.8 per cent. in comparison to 2012, of which those 

relating to credit contributed €135.7 million (down 4.3 per cent.), external services (€120 million, down 1.7 

per cent.) and means of payments (€129.7 million, down 7.4 per cent.).  

The Technical Margin from Insurance contributed €3.9 million to the Group's activity, representing a 

decrease of 2.9 per cent. in comparison with the previous year.  

As a result of the developments described, the Operating Income of banking and insurance activity amounted 

to €1,704.4 million, a decrease of 26 per cent. when compared to the previous year. 

Even though CGD followed a prudent policy regarding management of its costs aiming at rationalizing 

efficiency, operating costs increased 3.3 per cent. driven by staff costs due to the restitution of holiday and 

Christmas subsidies, which implied an increase of 7.9 per cent. in comparison to December 2012, offsetting 

the downward trend recorded on the last 2 years. Supplies and outsourced services and depreciations and 

amortizations were down 1.4 per cent. (€6.9 million) and 4.8 per cent. (€6.7 million), respectively. The cost 

on the ongoing restructuring in Spain involved an increase of €44.5 million in total structural cost. 

Given the developments described in structural costs and revenue from banking and insurance, the cost-to-

income ratio of the CGD Group deteriorated from 58.5 per cent. to 81.5 per cent. in December 2013, mainly 

due to a reduction in net operating income of €598.9 million (26 per cent.) and to the referred extraordinary 

structural costs. 

Total provisions and impairment, credit and other assets, totalled €1,125 million in 2013 a decreased of 23.7 

per cent. in comparison to 2012, continuing to reduce since its peak  value  in 2011, representing 1 per cent. 

of the Group’s consolidated assets. Credit impairments net of reversals and recovery totalled €817.8 million 

in comparison to € 1,010 million in 2012. Provisions and impairment of other assets totalled €309.5 against € 

389.5 millions in comparison to 2012. Reference should be made to reduction of the value of non-current 

assets retained for selling (€36.7million, a decrease of 23.5 per cent.). 

The cost of credit risk (credit impairment for period/average gross credit balance ratio) was 1.06 per cent. in 

December 2013 against 1.24 per cent. in December 2012. 

Income tax was down to a tax loss carry-back of €163.2 million. The extraordinary banking sector 

contribution was down €4.6 million, totalling €25.1 million. Deferred tax was, in turn, €156.9 million. 
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Reflecting the drop in earnings, gross return on equity (ROE) stood at minus 9.39 per cent. and gross return 

on assets (“ROA”) stood at minus 0.59 per cent.  

Risk Management 

In the CGD Group, risk management operations are centralised. Risk management encompasses the 

assessment and control of the Group's credit, market and liquidity risks, based on the principle of the 

separation of functions between the commercial and risk areas. 

The risk management area is part of the support structure and is present: 

 At meetings of the Executive Committee (EC) on a request basis and monthly with its own 

agenda on the evolution and outlook of the main risk indicators; 

 In the Assets and Liabilities Management Committee (ALCO), in conjunction with business 

generating areas and with members of the executive committee. Under the terms of an 

executive committee resolution, the committee was, inter alia, given the following 

responsibilities: 

 The promotion of the Assets and Liabilities Management (ALM) process and actions and 

procedures necessary for the implementation thereof in consolidated terms and on a separate 

basis for diverse Group entities; 

 The preparation of proposals for strategic guidelines on CGD Group's financing and liquidity 

policy; 

 The preparation of proposals for strategic guidelines on the risk management policy, mainly 

on the Group’s interest rate, balance sheet and market risk defining indicators, limits and 

management rules; 

 The preparation of proposals for strategic guidelines on CGD Group's capital ratios. 

 In the expanded Credit Board and in conjunction with the business generation areas, the legal 

area, the credit recovery area and the executive committee. Under the terms of an executive 

committee resolution, the board was, inter alia, given the following responsibilities: 

 Authorisation of operations, which being part of the internal regulatory framework requires 

the board's assessment; 

 Analysis of non-performing loans; 

 Definition of the credit policies strategy and respective risk. 
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Risk Profile and Respective Evolution 

CGD Group's operations have consistently tended to adopt an adequate risk aversion approach although there 

is room for an innovation and a market monitoring component, in the products to which it is exposed. 

Principles and Policies 

The maintenance of CGD Group's risk profile preserves the following principles: 

 Centralised management for CGD Group as a whole 

 Focus on risk-weighted return; 

 Sustained growth and business diversification; 

 Definition and monitoring of the use of limits by type of risk; 

 Proactive risk management; 

 Prompt response from the risk management area. 

Credit Risk 

Credit risk is associated with losses and the level of uncertainty over a customer/counterparty's capacity to 

meet its obligations. Given the nature of banking activity, credit risk is particularly important, owing to its 

material nature, notwithstanding its interconnection with the remaining risks. 

Main Developments in 2013 

2013 once again witnessed a host of extraordinary inspections on the quality of the bank's assets by the Bank 

of Portugal, advised by independent parties, notably: 

 Special Assessment Programme – Distressed Loans Management Assessment, on management 

practices and policies and credit portfolio default recoveries; 

 Transversal Exercise on the Revision of Credit Portfolio Impairment (ETRICC), comprising a 

revision of the assessment of the quality of credit portfolios, in 2011 and asset transfers to 

investment funds, in 2012. 

 ETRICC - Economic Groups, on the quality of loans to a collection of 12 economic groups with 

an enhanced risk potential (from the Regulator's viewpoint) and transversal and/or material 

exposure to the Portuguese banking system. 

In general, the conclusions confirmed the other results of past inspections, with confidence on the resilience 

of the national banking system and particularly CGD being retained. Several proposals for procedural 

improvements were, however, made and are expected to be implemented in 2014. 
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Reference should also be made to the fact that, over 2013 as a whole, diverse improvements to the credit risk 

rating process were made, in close cooperation with the Bank of Portugal, in an endeavour to ensure 

compliance with conditions governing the use of internal models for calculating prudential own funds 

requirements on credit risk (i.e. an internal ratings based approach). 

Mention should also be made of the integration of the whole of the individual analysis process by an 

automated credit monitoring workflow which is expected to come on-stream at the end of 2013. 

Methodology 

Risk analysis – The Group has been implementing a system of identification, valuation and control of the 

risk of its loan portfolio, covering all customer segments and being pro-active when granting credit and in 

monitoring risk throughout the life of operations. 

 In the case of corporates with a high level of exposure and financial institutions, the assessment 

of credit risk, besides the support of internal rating models (incorporating both financial 

information and elements of a qualitative nature), is subject to individual assessment by a team 

of analysts, who prepare reports analysing credit risk and issue an independent opinion on the 

inherent credit risk. This analysis is done on a periodic basis and whenever there are changes in 

the relationship with the client and endogenous and/or exogenous factors that recommend a 

reassessment of risk are identified. 

 In the retail sector, the assessment of credit risk is supported by the use of statistical tools for 

risk assessment (rating and scoring models) for a set of internal regulations that establish 

objective criteria to be followed in lending, as well as a delegation of responsibilities based on 

the credit ratings assigned to customers/operations. 

The Impairment credit model – This model was developed by the CGD Group under the scope of IAS 39 and 

allows for the identification and monitoring of loans with objective evidence of impairment and the credits 

showing evidence of impairment. 

The risk factors used in the model of credit impairment are revised annually, thus, adjusting the impairment 

analysis to the effects of current market conditions that had not been seen before. Using the credit 

impairment model, we can analyse and process the loan portfolio, which is subdivided in accordance with the 

following approaches: 

 Collective analysis of impairments – for the exposures individually considered as not 

significant, the impairment provisions for sub segments of risk are calculated for assets with 

similar risk characteristics (credit segment, type of collateral, history of payment behaviour, 

amongst others); and, 

 Individual impairment analysis – for clients with exposures considered significant, an 

assessment which involves the commercial areas of CGD, the recovery credit area and the 

credit risk management area is made individually, on a quarterly basis. 
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The individual evaluation of clients with the most significant exposures is focused mainly on the following 

criteria: 

 Compliance with contractual terms agreed with the CGD Group; 

 Assessment of the economic-financial situation; 

 Forecast changes in client activity; 

 Verification of the existence of operations involving overdue credit and interest within the CGD 

Group and/or the financial system; 

 Adequacy of guarantees and collateral to offset the amount of the loan; and 

 Analysis of historical information on the behaviour and timely payment of customers. 

For significant exposures in which there are no objective signs of impairment, a collective provision is 

determined, in conformity with the risk factors determined for loans with similar characteristics.  

Limits – In order to support the process of credit analysis, the CGD Group has developed and implemented a 

methodology for attributing credit limits (a model which defines limits of exposure) for short-term business, 

with parameters defined on the basis of economic-financial indicators and risk levels (sectorial and ratings), 

making it possible to estimate the recommended short term risk exposure to each client. The model allows 

the use of a single set of clear and objective rules for calculating the reference levels which are only 

indicative and will be used as a basis for calculating the referred limits, which will subsequently be the object 

of analysis on an individual basis for validation. This model is applied to companies both in the SME 

segment as well as small businesses and major companies. 

Risk assessment associated with lending to financial institutions is based on internally established limits. 

These internal limits are defined taking into consideration the entity's financial sector in comparison to its 

peers, its rating, value at risk, as well as other qualitative factors. Compliance with the limits, the credit 

exposure and risk profile parameters of counterparties and groups are monitored regularly by analysts. Under 

the scope of this monitoring exercise, in 2013 the economic groups were classified in the respective credit 

risk portfolios. 

Risk control – The credit portfolio is regularly monitored in terms of its composition and quality. The 

analysis includes the splitting up of the portfolio by product, customer segmentation, level of exposure, 

operating sector and geographical area, loan to value (LTV), debt to income rate and portfolio rating is 

produced for this purpose. Follow-up work on the performance of the internal development of risk 

classification models is also particularly important. This exercise, which processes the information from the 

use of these models, provides indications of their continued adequacy, guidelines on eventual re-estimation 

of needs and information on type of use. 

For CGD, the internal monitoring process of risk rating models is particularly important. This action gives 

powerful indications of its sustainability, acquired by processing information obtained from the use of 
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internally developed models. This is a way to find out if there is a need for new estimations of the models 

used as well as providing guidance on the need for reassessment of these models and information about how 

they should be used. 

Recovery – Adapting to a scenario of a continuous deterioration of default levels, CGD has been 

reformulating its approach to the corporate sector and particularly focusing on companies and the more 

vulnerable sectors. 

This witnessed the creation of the Companies Monitoring Division (“DAE”) was created in 2012, with the 

mission of monitoring and recovering loans to companies and their respective Groups which represent an 

involvement of CGD above €5 million and impairment of at least 10 per cent. as well as corporates which 

operate in risk sectors (e.g. construction/real estate development, hotels/tourism), regardless of the 

impairment amount. 

DAE's main objectives are therefore: 

 To reduce exposure to sectors of activity and companies considered to be at high risk; 

 To reinforce guarantees;  

 To avoid legal action, finding management solutions for companies with the objective of 

making them solvent; and, 

 To coordinate its operations in an integrated manner with CGD's remaining Divisions, with the 

objective of finding the best solution for each case. 

DAE has a commercial structure comprising three offices, two in Lisbon and one in Oporto, in order to 

promote geographical proximity with customers. 

The commercial structure was strengthened, in 2013, with an increase in the number of relationship 

managers with the aim of providing the Division with the human resources necessary to oversee the new 

cases which were incorporated in the first half year. 

The Division's technical support unit was also set up in 1st quarter 2013 and fundamentally operates in the 

following areas:   

 Management control planning; 

 Oversight of Business Restructuring Funds; 

 Oversight of the real estate assets portfolio of DAE customers.  

On 31 December 2013, DAE managed a liabilities portfolio of €3.9 billion and a volume of deposits of €60 

million, divided between 107 economic groups totalling 624 companies, with an impairment of around €960 

million representing 29 per cent. of these liabilities portfolio. The sectors of activity identified in the initial 

model approved for DAE – hotels, construction and real estate (and which, in December of 2012 made up 67 
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per cent. of the portfolio) currently represent 46.1 per cent. 

This shows that 72.8 per cent. of the customers monitored by DAE’s constituted overdue credit (€511 

million) are from business sectors considered to be at risk. 

In terms of off-balance sheet liabilities, the companies overseen by DAE, belonging to the “Services” sector 

already account for more than 50 per cent. of portfolio of bank guarantees. This distribution results from a 

combination of two factors: 

 A permanent effort to reduce exposure in the construction and public works sector (high risk); 

 Entrance of new companies in the portfolio during the course of the year, in more diversified 

sectors of activity. 

In 2012 it was possible to submit a proposal and to formalise restructuring operations on 67 of the 70 

corporate business groups allocated up to October, with a balance sheet impact of €1,276 million. Out of this 

amount, reference should be made to €593.6 million (46.5 per cent.) on internally structured or syndicated 

operations and particularly the decreases of €485.7 million (38 per cent.) of extinguished customer liabilities.  

Keeping pace with the market trend towards a strong contraction in the construction and public works sector, 

in 2013 CGD negotiated the sale of credit assets to real estate funds in the amount of €104.2 million 

involving ten corporate groups. 

DAE has also been actively and increasingly involved in the establishment of a "Special Corporate 

Regeneration Fund" programme (“PER”). In 2013, out of the various negotiation processes a total of 10 

corporate groups successfully recovered from insolvency (totalling €89.2 million) and 8 additional PERs 

were submitted.  

The negotiation of processes of 10 corporate groups facing insolvency with strong prospects of liquidation 

(representing €107.3 million, 0.4 per cent. of the total corporate groups involved since the start of the year 

were sent to Credit Recovery Division (DCR). 

In the area of loans and advances to companies, the Credit Recovery Division (“DRC”) recorded an increase 

in its level of activity during the course of 2013 due to a higher number of insolvency procedures both by 

corporate and individual customers. 

One of the immediate consequences of the above was the deterioration in the mortgage loan and lending to 

the economy default rate index, as a declaration of insolvency has the effect of making all outstanding 

borrowers' liabilities immediately due and payable on the date of the insolvency, with a reclassification from 

outstanding to overdue credit. 

At the end of 2013, DRC managed 77.7 per cent. of CGD's total overdue credit which included 99.1 per cent. 

of all overdue mortgage loans and 70.2 per cent. of total overdue corporate credit. The outstanding portfolio 

of liabilities increased 3.8 per cent. when compared to December 2012, achieving €4.44 billion, of which 

49.6 per cent. (€2.2 billion) was from mortgage lending (7.2 per cent. of CGD's total mortgage loans). 
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It should be noted that a significant number of companies has already subscribed for these negotiating 

instruments with creditors. 

In 2013 DRC`s increase in activity from customers' greater recourse to judicial and extrajudicial measures to 

negotiate their loans, both in the case of individual customers – PERSI (Procedimento Extrajudicial de 

Regularização de Situações de Incumprimento) or "Extrajudicial Settlements of Default Situations", PER 

“Special Regeneration Process” and Insolvencies, and in the case of corporates - PER, SIREVE (Sistema de 

Recuperação de Empresas por Via Extrajudicial) or "Corporate Extrajudicial Recovery System" – and 

insolvencies. The establishment of the above referred programmes is expected to be effective in avoiding the 

need for legal action. 

In 2013, DRC's management portfolio under negotiation represented 33.5 per cent. of total liabilities 

insolvency situations, representing liabilities of €831 million for individual customers and €667 million for 

corporates, of which 10 and 50 per cent. corresponded to overdue credit respectively. 

DRC's legal area, responsible for managing 66.5 per cent. of DRC's portfolio liabilities, currently manages 

42,601 pending lawsuits (8.2 per cent. more than in December 2012) arising from 40,352 loans to individual 

customers and 34,217 corporate loans.  

2013 saw a slight drop in the number of insolvencies, especially in the case of corporate customers. 

The good performance of the legal area led to a total of €363 million in recoveries, 33 per cent. of the total 

and an increase of 17 per cent. over 2012. 

In 2013, collections totalled an amount of €265 million (67 per cent. of total collections in 2013), including 

agreed settlements of €97.9 million, an increase of 83 per cent. when compared to 2012.  

The number of completed lawsuits in 2013 was 6,882, an increase of 23 per cent. over the preceding year’s 

5,595 legal actions. 

CGD received 1,772 foreclosed properties in 2013. 

2013 was marked by the impact of new legislation on the prevention and management of loan defaults of 

individual banking customers. 

The legislation defined oversight measures on loans aiming at the early detection signs of default risk and the 

prompt adoption of default prevention measures based on: 

 PARI  (Plano de Acção para o Risco de Incumprimento) (Action Plan for Default Risk) 

 PERSI (Extrajudicial Procedure for the Settlement of Default) which has established a 

negotiating model to be used by credit institutions in the case of extrajudicial settlements. 

Pursuant to the above, an operating model was applied to all commercial areas and DRC, to provide an 

effective response to household default risk while, simultaneously, complying with the time periods and 

formalities established in the legislative package. DRC submitted and negotiated 4,489 PERSI processes with 
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customers. 

In operational terms, PERSI helped reduce the transfer of processes from the commercial area to DRC, 

mainly in the first half of the year, as the processes, after having been classified as PERSI, are only 

transferred to DRC after the completion of their legal procedures. 

7,254 customers were transferred to DRC's individual customers negotiating area in 2013, with liabilities of 

€583 million, down 48 per cent. in comparison to the preceding year. The number of settlements in the three 

year period 2011-2013 was, for the first time, higher than the number of new legal cases. This fact is justified 

by the decline of the portfolio that at the end of 2013 represented 11,477 customers and €831 million in 

liabilities, down €167 million if compared to the portfolio at the end of 2012, suggesting a positive evolution 

in the negotiating/recovery area for individual customers. There were also 4 payments in kind totalling €248 

thousand and no sales of the credit portfolio. 

Lastly, notwithstanding the difficult economic situation of many households, it was possible, to recover €477 

million in individual customers' loans, of which collections accounted for €44 million and the regularisation 

of loans for €433 million; there were 6,743 individual customers returned to the branch office network given 

the regularization of 11,292 credit operations. 

In total, 2013 was characterised by a reduction of the number of new insolvencies – 5,608 (up to 20/12/2013, 

according to information supplied by the Instituto Informador Comercial), down 10.1 per cent. over 2012. In 

CGD, 315 customers (corporate and self-employed) with liabilities of €154 million were declared insolvent 

in 2013. 

There was also an increase in the number of companies applying for extrajudicial measures i.e. PER (with 

538 applications) and SIREVE. 

Countering the trend of the last two years, 2013 saw an effective reduction of 169 customers in the portfolio. 

1,989 were removed from the corporate portfolio and 1,820 added, in 2013. 

The total number of corporate customers being managed by DRC's negotiating area was 1,535 (down 10.1 

per cent. over 2012), although there was a 21.8 per cent. increase in the balance of liabilities under 

management to €667.8 million, in 2013. 

Collections totalled €83 million, with no payments in kind in 2013. An amount of €173 million was 

"regularised" involving a total amount of €256 million in the corporate negotiating area. 

Regulatory Capital requirements – For derivative instruments, repurchase transactions, borrowing or lending 

of securities or commodities, long settlement transactions and lending transactions with a tax margin, the 

method of mark-to-market, as defined in Part 3 of Annex V of Bank of Portugal Notice (“Aviso”) 5/2007, as 

amended, is applied. This method consists of adding to the operation's market value (if positive), its potential 

future valuation (which is calculated by multiplying its notional amount by a prudential factor based on the 

type of contract). 

For credits and receivables, the standard method is followed, as established in Bank of Portugal Notice 
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(“Aviso”) 5/2007, as amended. The document “Market Discipline 2013”, scheduled for publication in the 

first half of 2014 will provide detailed information on the regulatory capital requirements of the CGD Group. 

Stress testing – This is used to provide an analytical view of CGD Group's position in terms of solvency 

when subject to extreme scenarios. To this end, in 2013 and in addition to the stress tests used for internal 

management purposes, quarterly stress tests were carried out, which were required as a complement to the 

Capital Funding Plan, under the Memorandum of Understanding (Economic and Financial Assistance 

Programme). 

Capital requirements for internal operation – This results from the use of internally estimated credit risk 

factors (probability of default (“PD”); loss given default (“LGD”); and equivalent credit conversion factors 

(“CCF”). 

Market Risk 

Market risk can give rise to potential negative impact on the results or capital of the institution arising from 

adverse movements in asset prices in the portfolio compared with the level at which they are traded in the 

market. 

There is market risk in instruments such as shares, funds, commercial paper, bonds, deposits/loans, foreign 

exchange spot and forward, interest rate derivatives, exchange rate derivatives, on shares/indices/baskets, on 

commodities and credit. Exposure to this type of risk is thus transversal to several risk categories: price, 

interest rate, exchange rate volatility and commodities, notwithstanding the above, there is also room for 

innovation and market monitoring in products where the CGD Group has market exposure. Execution of 

market transactions and associated risk control are completely segregated. 

Limits 

Establishing and monitoring limits is of extreme importance for market risk mitigation. These limits are 

submitted to the Executive Committee by the Risk Department for discussion and approval. The management 

rules established for each portfolio or business unit include limits on market risk and further limits on the 

types of instruments allowed and maximum allowable levels of losses, amongst others. There are specific 

rules for the risk management of foreign exchange positions of the units in the CGD Group. 

Market risk hedging operations are decided by portfolio managers or business units, taking into account risk 

limits and authorised instruments in which the risk manager area collaborates in assessing the impact of total 

risk hedges incurred or the alteration of authorised risk under the circumstances. 

Values and limits of the foreign exchange position of the CGD Group are calculated in terms of value at risk 

(“VaR”), as well as total open position and open position by currency. 
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Methodology 

Since 2002, the risk measure used by the Risk Department to monitor the market risk is VaR, being the limits 

of market risk based on this measure, and in several cases, supplemented with other market risk measures, 

such as sensitivity limits to risk factors variation: basis point value, interest rate and other sensitivity 

indicators commonly applied to share portfolios of options (also known as Greeks). VaR is calculated for all 

types of market risk (interest rate, equities, exchange rates and volatility), using the historical simulation 

method, whose confidence levels are contingent upon the reasons for holding the portfolio. CGD also 

develops stress-testing assessments on the impact of the results of change in risk factors for extreme 

scenarios. 

The Risk Department carries out daily calculations and monitoring of these measures, having conceived a 

comprehensive reporting structure of VaR, analysis of sensitivity, profitability indicators, performance and 

stress testing limits for all entities with exposure to market risk in the trading portfolios and exchange rate 

risk in the balance sheet. 

Monitoring and evaluation of foreign exchange risk for domestic operations and for each of the subsidiaries 

and affiliates are carried out on a daily basis, and every two weeks for the consolidated Group. 

Daily theoretical and real VaR measurement back testing analysis are performed, with the calculation of 

theoretical back testing values and the monthly calculation of real back testing values. The number of 

exceptions obtained, i.e. the number of times that theoretical or real losses exceed VaR, enable the method's 

accuracy to be assessed and any necessary adjustments made. 

Interest Rate Risk in the Balance Sheet 

This is the risk incurred by an institution whenever it contracts operations with future cash flows sensitive to 

eventual changes in interest rates or, in other words, the risk associated with the mismatching of maturities 

due to a decrease or increase in the interest rate of assets and liabilities held, decreasing their return or 

increasing their financial cost. 

Methodology 

To measure this type of risk, the methodology used by CGD comprises the aggregation by time bands of all 

of its assets and liabilities sensitive to interest rate changes, in accordance with the respective re-pricing 

dates. The respective cash inflows and outflows are calculated for such periods to obtain the corresponding 

interest rate risk gap. 

The analysis of the interest rate risk dimension involves a monthly calculation of the duration of sensitive 

assets and liabilities, in addition to the respective duration gap. This is used to measure the mismatch level 

between the average time in which cash inflows are generated and cash outflows are required. 

To monitor the effect of the gaps on net interest income, on a quarterly basis, a regular monthly forecast of 

sensitive assets and liabilities scenarios is produced, which include relevant banking activity behaviour and 

trends, evolution of different market rates and expectations reflected in the yield curve, in articulation with 
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the Group´s Capital Funding Plan. 

ALCO approves guidelines on balance sheet and banking portfolio interest rate risk, including the definitions 

of limits on certain significant variables in terms of the level of exposure to such risk. The objective in 

complying with these guidelines is to ensure that CGD has a means of managing the risk/return trade-off; in 

balance sheet management terms, being in a position to define the adequate level of exposure and controlling 

the results of the risk policies and positions assumed. 

This and other supporting information on the measuring and monitoring of interest rate risk in the balance 

sheet is considered monthly by the Executive Committee, in addition to ALCO Committee meetings. 

The Interest Rate Risk in the Banking Portfolio – The assessment and measurement of this type of risk is 

based on the accumulated impact of instruments sensitive to interest rates, resulting from a parallel 

movement of +/-200 bps on the yield curve. Under the terms of an ALCO resolution and for internal 

management purposes, the calculation of this impact on own funds and on net interest income is calculated 

quarterly with internal limits having been defined for the purpose in question, and this information is sent 

every six months to the Bank of Portugal (according to Bank of Portugal Instruction (“Instrução”) 19/2005, 

as amended).  

In a context of regulatory reporting commitments on interest rate risk, CGD sends detailed information on its 

level of interest rate risk exposure on its banking portfolio to the Bank of Portugal, every six months, as set 

out in Bank of Portugal Instruction (“Instrução”) 19/2005, as amended. 

Liquidity Risk 

Liquidity risk refers to a situation where the possibility of an occurrence of a time-lag or mismatch between 

payment inflows and outflows renders the bank unable to satisfy its commitments. This involves a risk in 

which an institution's reserves and cash assets are not sufficient to honour its obligations at the time of 

occurrence. 

Liquidity risk in the banking business area can occur in the event of: 

 Difficulties in funding, normally leading to higher costs of funding but also implying a 

restriction on the growth of assets; and, 

 Difficulties in meeting obligations to third parties, in due time, caused by significant 

mismatches between residual periods on assets and liabilities. 

With a view to the regular monitoring of the new minimum liquidity standards proposed in the “Basel III: 

International framework for liquidity risk measurement, standards and monitoring” document – the Liquidity 

Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR), and with the objective of anticipating eventual 

corrective measures required for compliance, CGD has been calculating and monitoring the two proposed 

ratios on a permanent basis in 2013. 
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Methodology 

Liquidity risk management employs an analysis of the periods to maturity of different balance sheet assets 

and liabilities. The volumes of cash inflows and cash outflows, and respective liquidity gaps are calculated 

for each of the different time bands considered, both in terms of the respective periods and its accumulated 

effect. 

The structural liquidity concept is used for analysis purposes which, according to studies and models 

developed internally and based on the behaviour of depositors, translates the distribution of sight and term 

deposits by the different bands considered. 

Liquidity gaps are calculated monthly and compliance is measured in three limits (two short-term and one 

long-term) fixed by ALCO. 

Liquidity gap Map  

The dedicated software used to manage the risk of interest rate structure is also used in the analysis of 

balance sheet liquidity. 

The outputs produced monthly for each of the institutions and in consolidated terms are: liquidity gap, 

liquidity gap and structural map of sources and uses of funds. 

Liquidity risk management also incorporates quarterly stress test exercises in articulation with the current 

liquidity contingency plan, in line with the disclosure of the principles and recommendations of the Basel 

Committee on Banking Supervision and Committee of European Banking Supervisors, currently EBA 

(European Banking Authority). 

The methodology developed internally for the assessment of CGD's resilience to liquidity difficulties 

involves the measuring and monitoring of the “survival period” (period of time up to the occurrence of 

liquidity difficulties if corrective measures have not been applied beforehand), in light of three stress 

scenarios in the finance markets. A fourth scenario is also considered – base scenario – which assumes that 

CGD will perform its activities in line with its budget and consequent funding plan. 

The current model also encompasses a series of limits for the survival periods defined for each of the referred 

scenarios. Any non-compliance with any of the existing limits assumes the implementation of the 

contingency measures provided for in the contingency plan for CGD's liquidity in accordance with levels of 

priority therein defined regarding the use of different financing instruments. 

In accordance with new guidelines and requirements of the Bank of Portugal, CGD has developed the new 

monthly reporting of liquidity (under Bank of Portugal Instruction (“Instrução”) 13/2009, consisting of a 

diverse set of charts in order to enhance knowledge and control of bank liquidity. Taking into consideration 

the need for permanently and promptly accompanying the liquidity levels of credit institutions, particularly in 

periods of disruptions in financial markets, the Bank of Portugal also requested weekly information on 

liquidity in wholesale markets. 
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Objectives for 2014  

 2014 will be a particularly challenging year for CGD Group (and European banking in general), 

owing to a series of structural changes in the framework of their activity. The following are 

particularly important, in chronological order: 

 The first quarter will see the effective application of the Capital Requirements Directive IV 

(CRD IV) and the Capital Requirements Regulation, which correspond to the transposition of 

the 3rd Capital Accord of the Basel Committee (Basel III) into the legal framework of the 

European Union; 

 The first quarter, in the sphere of the European Market Infrastructure Regulation (EMIR), will 

also see the occurrence of the reporting stage of all OTC (over-the-counter) derivative and ETD 

(exchange-traded derivatives) transaction, which must be complemented with information on 

guarantees and valuations in the second half year. The centralised clearing of derivatives 

transactions, which are centrally clearable, will also begin in the second half year; The start of 

the second half year will see the first regulatory and financial reports in accordance with the 

uniform requirements for prudential information established by COREP (Common Reporting) 

and FINREP (Financial Reporting); 

 In the second half year, the European Central Bank (ECB) will assume the supervision of 

around 130 credit institutions in 18 Member States, including CGD, taking another step forward 

in the direction of Banking Union following the implementation of the Single Supervisory 

Mechanism ― SSM. 

In this sphere and over the year as a whole, the ECB, together with the European Banking Authority (EBA) 

and the National Competent Authorities ― NCA, will undertake an advance comprehensive assessment of 

the condition of the banks they will be supervising. 

The exercise will include three elements: the first will consist of a risk appraisal for supervision purposes, 

with a view to the quantitative and qualitative evaluation of credit institutions' main risks, including liquidity, 

leveraging and financing.  

The second will consist of an analysis of the quality of bank assets, based on the same approach applied to 

the Portuguese banking sector over the last three year period. This second assessment element aims to 

improve the transparency of the banks' exposure, assessing the quality of their assets, including the adequacy 

of the valuation of their assets and collateralised assets, as well as the adequacy of their related provisions. 

Lastly, a stress test will be performed in a significantly adverse macroeconomic framework scenario, on the 

banks' revised situation based on the results of the preceding stages. 

This is complemented by the internal challenge of completing the authorisation process for the use of the 

internal models approach to the calculation of capital requirements for credit risk. The recommendations 

identified by the Bank of Portugal in the sphere of the permanent inspection, extraordinary inspections and 

Transversal Revision Exercises of Credit Portfolio Impairment (ETRICC) will continue to be implemented 
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by CGD Group. Of particular importance is the transversal structuring project for improving the whole of the 

credit monitoring and recovery process which will, inter alia, permit the resolution of issues deriving from 

the Special Assessment Programme (SAP) on Distressed Loans Management Assessment. 

The aim is also to promote the evolution of the whole of the risk management support structure based on the 

governance model, revised in 2013, in line with the stipulation of CRD IV based on best sector practice. 

Particular attention will also be paid to best corporate governance practice, with a major institutional 

emphasis on the continued development of the Group's vision and actions integrated with the implementation 

of consolidation mechanisms. 

Improvements will continue to be made to Self-assessment Processes on the Adequacy of Internal Capital 

(ICAAP), risk aggregation and the production of stress test exercises. 

Operational Risk 

The operational risk management within the CGD Group is supported by a set of guidelines, methodologies 

and regulations recognised as good practice: 

 Alignment with the approach recommended by the Basel Commission, by having adopted the 

operational risk definition (such as the risk of losses resulting from inadequacies or procedural 

faults or caused by persons and information systems or due to external events); 

 Internal control methodologies proposed by Committee of Sponsoring Organisations of 

Treadway Commission and Control Objectives (COCO) for Information and Related 

Technology; and 

 Underlying approach to the Risk Assessment Model implemented by the Bank of Portugal. 

Accordingly, the CGD Group has adopted a methodology for operational risk management based on analysis 

by processes (end-to-end), having obtained the approval of the Bank of Portugal to adopt the standard 

method (TSA) in the calculation of own funds to be allocated to operational risk on a consolidated basis in 

2009. This calculation method also includes, on an individual basis, Caixa Banco de Investimento, Caixa 

Leasing and Factoring, Mercantile Bank (South Africa) and in Banco Caixa Geral (Spain), which will be 

subject to the eligibility criteria applicable to the preferred method on a separate basis. 

For the other Group institutions abroad, the calculation of own funds to be allocated to operational risks on 

an individual basis, is calculated in accordance with the Standard Method Approach. In the case of the CGD 

Group's other institutions abroad, the assessment of capital requirements for operational risk, on a separate 

basis, uses the standard method. 

According to the Standard Method and on a consolidated basis, capital requirement to hedge operating risk 

was €3,535.8 million as at 31 December 2013.  

The methodology adopted by the Group for operational risk management is integrated with the assessment of 

an internal control system and may be characterised by the following components distributed by the four 
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stages of risk management: 

 Catalogue of Group Processes; 

 Documentation of activities, potential operational risks, control activities and mitigation; and 

 A decentralised process for data collection on operational risk events, losses and recoveries, 

including near misses, reinforced and supported by control procedures, and communication 

activities that contribute to the integrity of the database. 

Assessment 

 Self-assessment questionnaires on potential operational risk developed in line with a logical 

procedural approach targeted at people in charge of, and executors of, activities; 

 Performance of control tests for design, implementation and operational purposes; and 

 Measurement of consumption of shareholders' equity. 

Monitoring 

 Risk indicators; and 

 Disclosure of information relating to operational risk, derived from the various components of 

the methodology, to the various intervenient in their management. 

Mitigation 

Promotion and monitoring of the implementation of action plans as corollary of the other components of the 

methodology. 

In the organisation, operational risk management and internal control are the responsibility of dedicated 

structures and functions: 

An Operational Risk and Internal Control Management Committee responsible for verifying conformity with 

operational risk and internal control strategies and policies, monitoring the management thereof and 

proposing action plans and limits; 

An area exclusively dedicated to operational risk and internal control management, responsible for 

developing and implementing strategies and policies and ensuring that operational risk is being adequately 

managed and that the controls are operating efficiently, in co-operation with other departments, branches and 

subsidiaries to ensure harmonisation between practices on a level of Group entities; 

 Process owners who are responsible for facilitating and promoting the operational risk and 

internal control process; 
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 Other particularly relevant parties are the Executive Committee, the Consultancy and 

Organisation Division (management of processes), Compliance Office (compliance risk 

management), Accounting, Consolidation and Financial Information Division (calculation of 

own funds requirements) and the Internal Audit Division (control tests); and 

 Relevant roles are also played by the Prevention, Safety and Business Continuity Office (GPS), 

the Security Committee for Electronic Channels and the SSI Security (information systems risk 

management and assessment of internal control of information systems supported by the Cobit 

methodology), Risk and Continuity Area. 

The implementation of this methodology is set up within CGD and its branches, domestic subsidiaries (Caixa 

Gestão de Activos – the Group Asset Management unit – Caixa Banco de Investimento, Caixa Capital, Caixa 

Leasing e Factoring) and abroad, Banco Caixa Geral (Spain), Mercantile Bank (south Africa), Banco 

Comercial do Atlântico (Cape Verde), Interatlântico Bank (Cape Verde) and Banco Nacional Ultramarino, 

(Macao), Banco Caixa Geral Brazil and Banco Comercial e de Investimentos (Mozambique) and Banco 

Caixa Geral Totta de Angola and CGD Investimentos – Corretora de Valores e Câmbios). 

Apart from the methodology of operational risk management, and aiming to ensure continuous operation of 

the activity, CGD is implementing a Global Business Continuity Strategy based on two pillars: operational 

continuity and technological recovery. 

Consideration was given to this global but demanding and comprehensive vision, including persons and 

processes which are critical to CGD's activity, in compliance with the procedures recommended for the 

business continuity management of the financial sector, approved by the National Council of Financial 

Supervision on the 9th of September 2010 (compliance with collection of requirements defined in the Bank 

of Portugal's circular letter 75/2010/DSB on Business Continuity Management for the financial sector) in 

addition to Regulation ISO 22301:2012 – Business Continuity Management System, the current international 

standard on this issue. 

To guarantee the regulatory obligations of institutions which are parent companies of a financial group, CGD 

is developing performance/adaptation programmes within this framework of good contingency management 

for its foreign subsidiaries. This is currently being applied in Cape Verde (Banco Comercial do Atlântico and 

Banco Interatlântico), Luxembourg, Timor branch and in Angola (Banco Caixa Totta de Angola). In 

addition, these programmes are also likely to be applied to the remaining foreign subsidiaries. 

Basel III  

EU Regulation 575/2013 and Directive 2013/36/EU, of the European Parliament and Council, both of 26 

June, applicable to all member states of the European Union, defined the prudential requirements for credit 

institutions and investment companies, namely more demanding capital requirements (redefining eligible 

items and including new deductions) and raised the minimum capital requirements based on the introduction 

of a mandatory capital conservation buffer and a discretionary anti-cyclical buffer and provided for a 

framework of new regulatory requirements on liquidity and deleveraging, as well as additional capital 

requirements for systemically important institutions. 
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The new regulatory requirements came into force on 1 January 2014 and provided for a series of transitional 

dispositions permitting the phasing in of the new requirements, with the possibility of maintaining or 

accelerating their implementation being conferred to the competent authorities in member states. The Bank 

of Portugal, consequently, issued Notice 6/2013 which regulates the transitional regime provided for in 

Regulation (EU) 575/2013, having established that the transitional implementation of own funds components 

will take place up to 2017, except for the impact of deferred tax assets which are contingent upon future 

returns whose schedule has been extended to 2023.  

The following is a summary of the main changes:  

 A significant increase in capital requirements, both quantitative (progressive increase of the 

common core tier 1 and tier 1 ratios, higher deductions from the main level 1 own funds 

(common core tier 1), creation of different capital buffers and qualitative (better quality of 

capital required, with the establishment of 13 criteria for the qualification of common core tier 

1); 

 Fixing of a minimum common core tier 1 ratio of 4.5 per cent., tier 1 of 6  per cent. and total 

ratio of 8 per cent.; 

 Introduction of additional capital requirements, through the accumulation of capital buffers, 

namely a common core tier 1 capital conservation buffer of 2.5 per cent.; 

 Introduction of EU liquidity ratio requirements starting 2015, following an initial observation 

period, based on minimum global liquidity standards, comprising both a short term LCR 

(liquidity coverage ratio) and a long term NSFR (net stable funding ratio). It has been estimated 

that the minimum limit for the two ratios will be 100 per cent.; 

 The objective of LCR is to promote banks’ short term resilience, ensuring that they have 

sufficient high quality liquid assets during situations of aggravated stress for a period of 30 

days. The NSFR aims to promote long term resilience by creating incentives for the banks to 

fund their activities with stable resources on an ongoing basis; 

 Introduction of the leverage ratio as a new regulatory and supervisory instrument. The proposed 

guidelines provide for the disclosure of information on this rating starting 1 January 2015. 

Based on the results of the observation period (between 1 January 2013 and 1 January 2017), 

the Basel Committee of Banking Supervisors intends to make definitive adjustments to the 

definition and calibration of the leverage ratio during the first half 2017 with the aim of 

migrating to a binding requirement from 1 January 2018 based on adequate re-examination and 

calibration. 

The Group monitored these works pertaining to change to the “Basel III” (and CRD IV) regulation and 

participated in the respective public tenders. It has also carried out internal studies to assess the impacts of 

the known proposals for the purpose of identifying measures and strategies to provide for the new regulatory 

requirements. 
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Common Equity Tier 1 ratio (CET 1), computed according with CRD IV / CRR “fully implemented” 

requirements, as of December 31 2013, amounted to 7.6 per cent. (with a minimum floor of 7 per cent., 

comprising a CET 1 of 4.5 per cent. and a buffer of 2.5 per cent.). 

Common Equity Tier 1 ratio (CET 1), computed according to CRD IV / CRR “phasing in” requirements, as 

of December 31 2013, amounted to 10.7 per cent., above the minimum required BCE level for the asset 

quality review underway (base scenario), which is 8 per cent.     

Analysis of the Unaudited Consolidated Accounts for the First Semester of 2014 

Macroeconomic Environment and capital Markets in the First Half of 2014 

Even though the world economy continued to expand during the first half of 2014, its modest pace clearly 

disappointed with growth being at a two year low in the first quarter. Besides the negative impact of 

extremely severe weather conditions in some countries, various emerging economies continued to be riddled 

by uncertainty both economic and political. 

The abrupt 2.9 per cent. drop in US GDP, on an annualised basis, was a major contribution to a disappointing 

1.3 per cent. growth level for the world economy in the first three months of the year. This weakness was 

disseminated geographically with growth in China slowing down, the rise of the Euro Zone GDP not as 

strong as a mild winter in some regions and a rise in business sentiment would suggest while the crisis in 

Ukraine had clear adverse effects in Russia. Had it not been for strong growth in Japan ahead of a VAT 

increase in the second semester and world growth would have been even worse. 

Notwithstanding the weak growth environment in the beginning of the year, risk appetite continued to be at 

very high levels and implied market volatility at minimum levels. 

The driving force behind risk appetite continued to be the rhetoric of central bankers in the major economies 

of continued low levels of interest rates for an extended period as well as the actual implementation of new 

stimuli measures in some cases of which the ECB’s June announcement of measures to increase lending to 

the private sector is just the most recent example. In an attempt to also prevent deflationary risks in the Euro 

area, the new stimuli package included a 10bps reduction in the deposit rate to -0.10 per cent. and the 

announcement of new long-term funding auctions beginning in the third quarter but conditional on an 

increase in lending. 

In the US, the Federal Reserve maintained its adjustment of the level of monetary stimuli. On four occasions 

it decreed, as expected, reductions of 10 billion dollars in the monthly amount of asset purchases which went 

from 85 billion in the beginning of the year to 35 billion per month at the end of the first half. Besides, and 

still during the first quarter decided to remove quantitative levels for the unemployment rate and inflation, a 

measure considered a precursor to a rate hike. The Bank of England was the exception when it announced a 

sooner than expected rate hike and announced a series of prudential measures to reduce excessive lending. 

In the Euro Zone, despite the second consecutive expanding semester, recovery continued to be very slow 

despite corporate and consumer confidence levels being on a positive trajectory. The prolonged period of low 

inflation, which was a growing concern, continued with inflation at the end of the period being at a three and 
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a half year low, more than a full percentage point below the 2.0 per cent. target. 

In Portugal, economic activity in the first quarter contracted from 0.6 per cent. and an increase of 1.3 per 

cent. compared to the previous year, a figure below the 1.5 per cent. of the fourth quarter of 2013. In the 

second quarter there were positive signs with the economic indicator improving for the sixth straight quarter 

and reaching a high since September 2008 while consumer confidence closed the quarter at the highest level 

since November 2009.  Unemployment rate backed down to 15.1 per cent. a decrease of 2.4 per cent. year-

on-year and a decrease of 0.2 per cent. from the previous quarter. This was the lowest level since the second 

quarter of 2012. 

Despite some disappointing at the level of economic level, risk appetite in financial markets continued at a 

high level and increasing throughout the first semester of the year with volatility falling to minimum levels of 

the last years. Optimism in financial markets continued to find sustainability, on one end, in assurances by 

central banks that monetary policy would stay extremely expansionist and, on the other end, that economic 

decision makers in China were getting ready to release in the second half enough stimuli to reach the 7 per 

cent. objective for GDP growth. 

Improved economic conditions and signs of economic consolidation led to a decrease in concerns over the 

Euro Zone sovereign debt crisis, and countries in the periphery saw their ratings or outlooks improve by 

rating agencies. It prevailed, based on these factors, during the first semester, an environment of low and 

falling yields that reached the lowest levels for Spain and Italy since joining the EU while for Portugal it was 

the lowest level since September 2005. In the case of Germany, the yield fell every month of the semester. 

This improvement allowed certain countries to test their ability to access the market with new issues of long 

term issues coming to market. In this context, the Portuguese 10 year issue was the first since the end of the 

end of the economic assistance programme. 

Despite the improved sentiment and economic environment in the Euro Zone, during the first semester, and 

in conjunction with a series of announcements by the ECB of new monetary stimuli, there were sustained 

reductions in Euribor which in the 1-month tenor reached an historical low. In the remaining tenors, they 

reached the lowest level since the end of the first semester of 2013. 

An appreciation of the Euro in part of the semester led to the EUR/USD rate having achieved $1.40 at the 

end of April, the lowest level since mid-2011 and the negative impact on inflation was one of the reasons 

ECB Governor Mario Draghi showed in May willingness to implement new expansionist measures. The 

depreciation that followed that announcement led to a final variation for the semester of -0.4 per cent. after a 

strong appreciation of 5.6 per cent. in the previous semester.  

Main Business Area Developments 

Retail Banking - Branch Office Network in Portugal 

The Branch Office Network in Portugal, at the end of the first half 2014, was made up of 736 Branches of 

which 39 were self-service and 27 were Caixa Empresas "Corporate Offices". By optimising its network 

domestically and abroad, CGD enjoys high rates of efficiency of its distribution network. 



 

 

161 

CGD therefore continued to increase the number of dedicated account managers for Caixa Azul customers, a 

personalised service for premium customers, available in about 78 per cent. of the branch network. 

The Caixa Mais service (personalised service for customers with high growth potential) was also expanded in 

the first half by an additional 241 branches and 268 commercial assistants. The Caixa Mais service had 1,336 

commercial assistants in 699 branches in June 2014. 

Resources 

The continued fragile macroeconomic and social environment may have contributed to the increase in 

Portuguese households' savings levels, notwithstanding the reduction of their disposable income, and 

continues to be reflected in the good performance of deposits in CGD, whose market share in Portugal 

remained close to 32.2 per cent. as of June 2014.  

Individual customers' deposits in the branch office network, in Portugal, slightly decreased year-on-year 

(minus 0.3 per cent.), indicating customers' continued trust in CGD in periods of greater difficulty and 

uncertainty. Reference should be made to the positive evolution of new savings products which, owing to 

their innovative character and to the fact that they meet the needs and objectives of different customer strata, 

have played a significant role in encouraging savings.  

Total resources taken by the Group excluding the interbank market and CoCos (contingent convertibles), 

were up 0.6 per cent. when compared to the same period of the preceding year having achieved an 

outstanding balance of € 94,815 million. Particular reference should be made to the 19.9 per cent. increase in 

Covered Bonds. 

In the corporate segment, saving products grew at an overall rate of 8.9 per cent. in comparison with the 

same period of 2013, with particular reference to investment funds and deposits taken by the branch office 

network in Portugal.  

Group companies abroad continued to make a positive contribution to the Group resource-taking achieving 

an outstanding amount of €13,907 million in the first half of 2014. By geographic areas, reference should be 

made to the performance of CGD Group´s business in Asia, Africa, France and Spain. 
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Resources taken by Group 

 

June 

2013  

 

June 

2014 

 

Total 

 

Change 

June 

2014/2013 
 

    

 

(€ million) (€ million) (€ million) per cent. 
     

Balance sheet: ..........................................................................  80,251 78,021 (2,231) (2.8%) 

Retail ........................................................................................  69,891 68,792 (1,099) (1.6%) 

   Customer deposits ..................................................................  66,926 66,729 (197) (0.3%) 

   Other customer resources .......................................................  2,965 2,063 (902) (30.4%) 

Institutional investors 9,460 8,328 (1,132) (12.0%) 

   EMTN ....................................................................................  4,759 2,897 (1,862) (39.1%) 

   Mortgage Covered bonds .......................................................  3,800 4,558 757 19.9%  

   Others .....................................................................................  901 874 (27) (3.0%)  

Portuguese State – Contingent convertible (CoCo) bonds ......  900 900 0 0.0% 

Off-balance Sheet: ...................................................................  24,362 26,022 1,660 6.8%  
 

    

Total..........................................................................................  104,613 104,043 (570) (0.5%) 

Total excluding institutional investors and Portuguese 

State ..........................................................................................  94,253 94,815 561 0.6%  
 

    

Credit 

With the objective of achieving the status of the main bank of the best Portuguese companies, CGD 

continues to provide new credit solutions, frequently complemented by advisory services, in particular for 

those with cross-border business, to which the experience and extensive presence of the international branch 

network brings much value added.  

This strategy enabled a sustained evolution in the market share of loans and advances to corporates which 

has steadily grown over the last five years reaching 18.3 per cent. in June 2014. 

Reference should be made, in the first half of the year to several actions strengthening the Corporate Offer, 

namely: 

 Launch of new protocoled credit lines, including PME Crescimento 2014 (SME Growth), 

Comércio Investe (Commerce Invest) and Linha Garantia Mútua-FEI (EIF Mutual Guarantee) 

2013-2015; 

 Strengthening of CGD’s Business Segment Offer, with a re-launch of its Negócio Ibérico 

service (“Iberian cross-border business”) and an improvement of the conditions of credit lines 

for Companies in the Tourism Sector; 

 Launch of On-Bizz, a prepaid card, improved pricing for the IVA EnCaixa product (VAT 

Proceeds) and improved car leasing plans (including a new partnership with Peugeot); 

 Improvement of Caixa E-Banking functionalities, including, inter alia, trade finance; 

 Optimisation of interbank transfer services based on the implementation of SEPA credit 
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transfers (CT) and direct debits (DD); 

 Launch of new Caixa Empresas Exportações e Produção de Bens Transacionáveis (Exports and 

Producers of Tradable Goods) line of credit; 

 Endorsement of new government lines; 

Notwithstanding an aggressive competition, CGD’s efforts and dedication to the best companies has been 

rewarded by winning their trust, as evidenced by its leading position in the majority of the above mentioned 

lines of credit. 

 
     

 

     

Loans and Advances to Customers
(a)

 

June 

2013 

June 

2014 Total 

Change  

June  

2014/2013 
     

 
    

 

(€ million) (€ million) (€ million) per cent. 
     

Corporate ...................................................................................  35,022 31,510 (3,512) (10.0%) 

 Public Sector ...........................................................................  4,344 4,160 (184) (4.2%) 

Individual customers .................................................................  37,696 36,696 (1,000) (2,7%) 

   Mortgage loans .......................................................................  35,609 34,853 (910) (2.6%) 

    Others…………………………………………………… 2,087 1,996 (91) (4.4%) 

Other CGD Group Companies ..............................................  16,893 16,380 (514) (3.0%) 
 

    

Total..........................................................................................  77,063 72,366 (4,697) (6.1%) 
 

    

     

 

(a) Before impairment  

 

Loans and advances to customers (gross) totalled €72,366 million in June 2014, a decrease of 2.9 per cent. of 

€2,164 million, when compared with the same value in June 2013. Domestic operations and the Group’s 

remaining business areas achieved €55,987 million and €16,380 million respectively, representing 77 per 

cent.  and 23 per cent. of total loans and advances to customers. The individual customer segment portfolio 

continued to decline with an outstanding balance of €36,696 million. 

International Business 
 

The development of international activity is one of the main thrusts of the policy followed by CGD Group. Its 

respective importance has been gradually enhanced by the present status and outlook for the Portuguese 

economy.  

This activity has accordingly been developed on a structured basis and is expected to quickly contribute to 

levels of profitability in line with CGD’s respective leading position in Portugal.  

The policy of expansion and consolidation of the international business on CGD's global network is in line 

with compliance with the Group's objective of promoting and restructuring industrial activity and job creation 

in Portugal.  

CGD has accordingly played an active role in supporting the internationalisation of Portuguese companies, 

contributing to their greater export capacity and competitiveness, in addition to providing support to 
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geographically dispersed Portuguese communities with a relevant role in terms of resource-taking.  

During the first half of 2014, CGD has continued to improve the quality and expertise of the means and 

resources available to its teams to expand the number and volume of cross-operations between CGD and 

CGD Units Abroad, particularly targeted at customers exporting to markets in which the Group has a 

presence, exploiting synergies and developing the links within the entire network (domestic and 

international), notably in the links between its domestic network and foreign businesses (notably in France, 

Angola, Brazil, Mozambique, South Africa and China/Macao). 

In order to support the Portuguese companies operating abroad, CGD arranged for various concessionary 

credit lines for Portuguese exports, for a global amount of € 1,650 million, including 129 projects under 

which  an amount of € 68 million was disbursed in 1st half 2014.  

References should be made to the Line of Credit for Social Housing in Cape Verde the number of projects 

and companies involved and to the permanent negotiations of the Lines of Credit for Portuguese Exports, 

namely extensions of the periods scheduled for project disbursement purposes.  

In addition to the operations included in its Lines, CGD has structured and submitted various tailor-made 

loan proposals providing for the specific needs of importers of Portuguese goods and services, providing 

Portuguese exporting companies (applying for this type of support) with the appropriate capacity to fund 

their local customers in various markets. 

The contribution to the Group's Consolidated Net Income (including Spain) comprised gains of €5.5 million 

in the first half of 2014 in comparison with consolidated losses of € 54.6 million in the first half 2013.  

The restructuring process in Spain is still in progress aiming at dimensioning of CGD’s branch office 

network and employees, guiding its main business towards mortgage credit and SMEs and particularly 

concentrated on its Iberian cross-border business.  

Consequently, CGD has succeeded in containing impairment and costs, that associated with the reduction of 

key reference rates has enable the reduction of margins. Thus, BCG Spain has achieved a profit of € 12.0 

million against losses of € 9.6 million in the first half of 2013, reducing its losses by 81 per cent., from € 73.2 

million in June 2013 to € 14.0 million in June 2014. 

Confirming the Group's strategy of increasing its focus on regions with high growth potential, important 

contributions continue to be made to the net results of CGD from units in Asia, with BNU Macau having 

made a profit of €19.5 million (up 3.8 per cent.) in the first half of 2014; and, in Africa, with BCI 

Mozambique (equity stake of 51 per cent.), having contributed €6.4 million, BCG Totta Angola (equity stake 

of 26.01 per cent.) with €7.4 million. In the sphere of the so-called mature markets, special reference should 

be made to the good performance of the London branch translating into net income of €4.8 million in the first 

half of 2014. 

Notwithstanding the fact that the international area represents only around 20 per cent. of the Group's total 

assets, its contribution of 38 per cent. to consolidated Net Operating Income translates CGD's international 

segment efficiency. Complementarily, the relevance of the individual customer resident abroad business, plus 

new emigration flows, justify the special attention paid by CGD to this segment.  
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The first half of 2014 witnessed a one per cent. increase in total resources taken from residents abroad 

particularly customers from Brazil, Angola and the United Kingdom.  

The new emigration flows, essentially fuelled by difficulties in the Portuguese labour market, are a challenge 

to which CGD has provided a consistent response. In this period, CGD has increased its cross-selling 

activities between individual and corporate customers, in its awareness of the importance of a global 

commercial approach to its customers and meeting their requirements in full. 

Investment Banking 

Activity 

The Consolidated Net Income of Caixa - Banco de Investimento, S.A. (“CaixaBI”) in the first half of 2014 

totalled €11.2 million, benefiting from CaixaBI’s participation in major operations enabling it to earn 

commission income of €26.5 million and a positive performance of income from financial assets of €7.4 

million.  

The current macroeconomic environment continued to have a negative impact on the Bank's results, affected 

by increases in provisions and impairment totalling €9.9 million in the first quarter of 2014  

With a Cost-to-income ratio at 25.2 per cent. remained clearly below that of its peers. 

Corporate Debt Finance 

CaixaBI was 1st ranked as book runner for domestic issuers, according to a Bloomberg ranking for the 1st 

half 2014. Of particular relevance were the following issues in which it was involved. 

 Republic of Portugal: 

 Joint bookrunner and joint lead manager for the tap issuance on Treasury Bonds 2019, in a 

deal involving €3,250 million and signalling the Portuguese Republic’s first access to the 

markets in 2014.  

 Sole bookrunner and lead manager for a €1,267 million private placement issuance maturing 

in 2022.  

 Co-lead manager for the tap issuance on Treasury bonds 2024, totalling € 3,000 million. 

 CGD: joint book runner and joint lead manager for the €750 million covered bonds issuance, 

maturing in 2019. 

 Brisa: joint book runner and joint lead manager in the €300 million notes issuance which was 

the first Euromarket issuance by a Portuguese corporate in 2014. 

 Participation in the Parpública, EDP, Altri/Celbi, Sonae Capital, FCP, BPCE SFH and 

Santander Totta issuances. 
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CaixaBI also organised and led nine new Commercial Paper Programmes and completed thirty two 

extensions and/or revisions of the terms of on-going Programmes. 

Equity Capital Market  

CaixaBI successfully completed the following equity market deals in the 1
st
 half of 2014: 

 REN: global coordinator and bookrunner for the reprivatisation of 11 per cent. of the share 

capital in the form of a secondary public offering on Parpública‘s (9.9 per cent.) and CGD’s 

(1.1 per cent.) remaining equity stakes. 

 José de Mello Energia: bookrunner for the accelerated bookbuilding process on a block of 94.8 

million EDP shares for 2.59 per cent. of its share capital.  

 Sonae: co-lead manager for the issuance of Sonae SGPS, S.A. convertible bonds for an overall 

amount of € 210.5 million.  

 Espírito Santo Saúde: co-lead in the initial public offering, comprising the sale of a 44.9 per 

cent. equity stake in the form of a public offering and institutional offer, accompanied by an 

increase in the company’s share capital in the form of a public subscription offer.  

 Mota-Engil: bookrunner for the sale of an equity stake in Mota-Engil and the same company’s 

treasury shares, in the form of an accelerated book building process on a block of 16.8 per cent. 

of the issuer’s share capital. 

Corporate Finance – Advisory 

Corporate finance advisory services included financial advisory services for the sale of CGD Group’s 

insurance businesses to Fosun Group, for the amount of €1.6 billion. This was last year’s largest transaction 

in the insurance sector in Europe and the largest ever transaction involving a private Chinese entity in the 

European financial sector. 

Syndication and Sales 

CaixaBI participated in five primary market issuances as joint lead manager and bookrunner (Portuguese 

Republic, Parpública, CGD, Brisa and EDP), three issuances as co-lead manager (Portuguese Republic, 

BPCE and Santander Totta) and two private placements as sole lead manager and bookrunner (Altri/Celbi 

and Sonae Capital) in first half 2014.  

CaixaBI was also involved in the IGCP sponsored repurchase of public debt, as well as in publicising and 

securing proposals from investors for the Treasury bonds and Treasury Bills auctions. 

There were 83 Commercial Paper issuances comprising a total amount of €997.4 million in the first half year. 

Brokerage 

According to CMVM data for the first five months of the year, placed CGD Group in 3rd position in the 
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brokers ranking with a market share of 11.9 per cent. and a 32 per cent. growth on trading volumes over the 

same period in 2013. Special reference should be made to CaixaBI’s contribution and participation in the 

following operations for this result: 

 REN PUBLIC OFFERING: privatisation of 11.1 per cent. of capital.  

 ESS IPO: first primary market operation for the year in Portugal. 

 ABB Mota-Engil: accelerated book building process on around 16.8 per cent. of capital. 

 ABB EDP: accelerated book building process on around 2.6 per cent. of capital. 

Trading – Public Debt and Liquidity Providing 

CaixaBI continued to operate as a liquidity provider on a series of NYSE Euronext Lisbon listed securities. 

Reference should also be made to the Bank’s pioneering activity in the new segment created by NYSE 

Euronext designed to increase the liquidity of retail investors in the form of the Retail Matching Facility. 

Corporate Risk Advisory and Management 

In terms of risk advisory management, reference should be made to the continuity of coverage for the Luanda 

Shopping project’s credit operations, strengthening CaixaBI’s position as the Group’s competence centre for 

derivatives.  

Project Finance 

The project finance activity particularly included the successful completion of the renegotiation of the 

Castéllon Airport concession in Spain which culminated with the early repayment of its funding and the 

completion of the economic- financial rebalancing of municipal public water supply service concession of 

the Santo Tirso and Trofa´s municipalities. 

Structured Finance  

The structured corporate finance operations particularly included financial advisory services to Efacec 

Group, for an overall amount of €368 million. 

Venture Capital 

During the first half 2014, CaixaBI continued to analyse investment opportunities eligible for inclusion in 

one of the four venture capital funds managed by Caixa Capital. Of the total number of 87 projects under 

assessment 14 were approved with 38 remaining under analysis. Approvals represented a potential 

investment of around €100 million. 
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Financial Analysis - Consolidated Operations 

Results 

CGD Group's consolidated net income recorded gains of €130 million in the first semester of 2014 as 

opposed to losses of €182.7 million in the same period of the previous year. The results for the first semester 

of 2013 were influenced by the positive evolution of net interest income, income from financial operations 

and cost reductions which were down 6.1 per cent. against first half 2013 Staff costs were down 9.2 per cent.  

in comparison to the first half of 2013. Other operating income ( net) included costs of €5.0 million, in 1st 

half 2014, CGD’s contribution for to the resolution fund set up to provide financial support for the banking 

sector’s according to Bank of Portugal`s resolution measures.  

Gross operating income was up 37.6 per cent. when compared with the first half of 2013. This increase 

particularly derives from CGD´s capacity in repricing its funding operations, insofar the evolution of Euribor 

(at very low levels rates) which had a highly relevant effect on CGD's profitability owing to the still 

dominant proportion of mortgage loans indexed to Euribor and the existence of highly competitive credit 

segment market. However, CGD has endeavoured to mitigate this trend by actively monitoring interest rates 

on lending and borrowing operations. 

Net interest income including income from equity instruments, increased 22 per cent. over the first half of 

2013.This increase was not as expressive as gross operating income increase once CGD is deleveraging its 

portfolio in relation to equity instruments.  

Income from financial operations reached €166.2 million in June 2014, reflecting the good performance of 

regular trading activities and asset management in a context of greater stability in public debt markets. 

However, this result was not sufficient to allow non-interest income to achieve a positive variation due to the 

negative evolution of net commissions that has decreased 7.0 per cent. when compared to the first half of 

2013. 

Income from subsidiaries held for sale contributed with € 287.3 million, particularly deriving from the 

successful sell of 80 per cent. of the share capital of the insurance companies, as part of the Group’s strategic 

plan of concentrating on its core banking activity. 

The fact that CGD continues to afford high priority to operational cost containment and efficiency 

improvements, and the improvement of net operating income contributed to a favourable evolution of cost-

to-income which stood at 66.8 per cent. in June 2014 in comparison to 75.2 per cent. in June 2013. 

CGD’s prudent provisioning policy associated with improvements in the financial situation of corporates and 

a reduction of new cases of defaults led to a downwards evolution in impairments, which were down to €421 

million at the end of 2014, significantly lower than the average value achieved of €563 million in June 2013, 

a reduction of 18 per cent. in comparison to the first half of 2013.  

The cost of credit risk was 1.02 per cent. in June 2014 against 1.06 per cent. in December 2013. 
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Profit and Loss Account As at 30 June Change 
 

  

 

2013
(*)

 2014 Amount per cent. 
 

    

 

(€ million) (€ million) (€million) 
 

     

Interest and similar income .......................................................  1,791.6 1,721.8 (69.8) (3.9%) 

Interest and similar costs ...........................................................  1,427.2 1,240.6 (186.6) (13.1%) 

Income from equity instruments................................................  52.9 28.0 (25.0) (47.1%) 
 

    

Net Interest income, including income from equity 

investments...............................................................................  417.4 509.2 91.8 22.0%  
 

    

Income from services and commissions ....................................  344.8 323.4 (214) (6.2%) 

Costs from services and commissions .......................................  74.6 72.0 (2.6) (3.5%) 

      Commissions (net)...............................................................  270.2 251.4 (18.9) (7.0%) 

Income from financial operations ..............................................  183.7 166.2 (17.5) (9.5%) 

Other net operating income .......................................................  12.9 (1.5) (14.4) - 
 

    

Non-interest income ................................................................  466,8 416,1 (50.7) (10.9%) 
 

    

 
    

Net operating income ..............................................................  884.2 925.3 41.1 4.6%  
 

    

Employee costs ..........................................................................  388.4 352.5 (35.8) (9.2%) 

Other administrative costs .........................................................  216.6 219.0 2.4 1.1%  

Depreciation and amortisation...................................................  61.5 54.1 (7.4) (12.0%) 
 

    

 
    

Operating costs and depreciation ..........................................  666.5 625.7 (40.8) (6.1%) 
 

    

Gross operating income ..........................................................  212.7 299.6 81.9 37.6%  
 

    

Provisions and impairment of other assets (net) ........................  141.4 45.7 (95.7) (67.7%) 

Impairment on credit, net of reversals .......................................  371.9 375.1 3.2 0.9%  
 

    

Provisions and impairment ....................................................  513.4 420.9 (92.5) (18.0%) 
 

    

Income from subsidiaries held for sale ..................................  76.5 287.3 210.7 - 

Income from associated companies ...........................................  1.9 10.8 8.9 - 
 

    

Income before tax and minority shareholders' interests......  (217.3) 176.7 394.0 - 
 

    

Tax 
    

Current and deferred..................................................................  (67.1) 1.0 68.1 - 

Extraordinary contribution on the banking sector .....................  12.6 14.9 2.3 18.5%  

Consolidated net income for the period .................................  (162.7) 160.9 323.6 - 

     Minority shareholders' interests............................................  20.0 31.0 11.0 54.9%  
 

    

Net Income attributable to CGD shareholder ......................  (182.7) (129.9) (312.6) - 
 

    

     

 

(*) Pro forma accounts, considering the figures involving Caixa Seguros e Saúde, SGPS’s subsidiaries as non-current asset held for sale, the 

entities comprising the form of joint ventures being integrated by the equity accounting method as required by IFRS 11. The associated 

company IMOBCI (Mozambique) was reclassified as a subsidiary and also integrated by the equity method, following the implementation 
of IFRS 10. “Pro forma accounts” means herein that the accounts for the relevant year have been reexpressed in accordance with the 

applicable accounting rules and principles; such reexpression does not correspond to pro forma accounts with the meaning ascribed to such 

term in the Prospectus Regulation. 

Profit Ratios
(1)

 

June 

2013 

June 

2014 
 

  

   

Gross return on shareholders' equity (ROE)
(1) (2)

 .........................................................  (6.0%) 4.9%  

Net return on shareholders' equity (ROE)
(1)

 ................................................................  (4.5%) 4.5%  

Gross return on assets (ROA)
(1) (2)

 ...............................................................................  (0.4%) 0.3%  

Net return on assets (ROA)
(1)

 ......................................................................................  (0.3%) 0.3% 

Net operating income / average net assets
 (2)

 ...............................................................  1.5%  1.7%  

 

 
(1) Considering average shareholders' equity and net assets values (13 observations) 
(2) Calculated in accordance with Bank of Portugal Instruction 23/2012 
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Efficiency Ratios 

June 

2013 

June 

2014 
 

  

   

Cost-to-income (consolidated)
(1)

 .................................................................................  75.2%  66.8%  

Employee costs/Net operating income
(1)

 .....................................................................  43.8%  37.7%  

Operational Costs/Average net assets .........................................................................  12%  1. 1%  
   

 (1) Calculated in accordance with Bank of Portugal Instruction 23/2012 

Consolidated CGD Group's net assets were down 13.1 when compared respectively with the end of the year 

and June 2013, to €100.225 billion. This decline particularly derived from the disposal of the 80 per cent. 

equity stake in the insurance companies, in May.  

Loans and advances to customers (net) totalled €67.477 million in June 2014, decreasing 7.1 per cent. when 

compared with the figures of June 2014, reflecting that repayments continued to be higher than new 

operations. 

There was an increase of € 1,353 million (up 7.5 per cent.) in Securities Portfolio (including Assets with 

Repurchase Agreements). 

Total liabilities stood at €93.016 million, decreasing 14.2 per cent., reflecting the effects of the disposal of 80 

per cent. equity stake in Caixa Seguros, CGD's reduction of its level of borrowing from the ECB which made 

a highly significant contribution to the reduction of €1,050 million since December 2013. There was also a 

reduction of €1,713 million in debt securities, namely the yearly repayment of CGD`s guaranteed debt by the 

Portuguese State. 

Customer resources remained practically stable to €67,126 million, in comparison to first half of 2013, but 

were slightly up over the €66,499 million registered in March 2014. Resources performance are improving 

allowing CGD to proceed gradually reducing its interest rates on deposits, which compete in the market with 

high yield savings instruments. 

Off-balance sheet investments also continued to grow (up 6.8 per cent. when compared to the same period of 

2013). 

The loans-to-deposits ratio at the end of June was 101.1 per cent. 
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Consolidated Balance Sheet As at 30 June Change 
 

  

 

2013
(*)

 2014 Amount Change 
 

    

 (€ million) (€ million) (€ million) per cent. 
     

Assets 
    

Cash and cash equivalents at central banks ...............................  1,497 1,166 (330) (22.1%) 

Loans and advances to credit institutions ..................................  2,944 3,750 806 27.4% 

Loans and advances to customers .............................................  72,626 67,477 (5,149) (7.1%) 

Securities investments ...............................................................  17,428 18,784 1.356 7.8%  

Assets with repo agreements .....................................................  676 1,366 690 102.2%  

Non-current assets held for sale ................................................  13,562 737 (12,825) (94.6%) 

Investment in subsidiaries and associated companies ...............  38 307 269 704.9% 

Intangible and tangible assets ....................................................  914 838 (76) (8.4%) 

Current tax assets ......................................................................  82 114 32 38.0%  

Deferred tax assets ....................................................................  1,281 1,361 80 6.3% 

Other assets ...............................................................................  4,339 4,324 (18) (0.4%) 
 

    

Total assets ...............................................................................  115,387 100,225 (15,162) (13.1%) 
 

    

     

 
     

 

As at 31 March 
 

 

 

2013
(*)

 2014 Amount Change 
 

    

 

(€ million) (€ million) (€ million) per cent. 
     

Liabilities 
    

Resources from central banks and other credit institutions .......  9,837 8435 (1,402) (14.3%) 

Customer resources ...................................................................  67,213 67,126 (86) (0.1%) 

Financials liabilities ..................................................................  1,782 1,779 (3) (0.2%) 

Debt securities ...........................................................................  10,081 8,369 (1,713) (17.0%) 

 

Non-current assets held for sale ................................................  13,562 741 (12,821) (94.5%) 

Provisions ..................................................................................  917 907 (10) (1.1%) 

Subordinated liabilities ..............................................................  2,957 2,525 (432) (14.6%) 

Other liabilities ..........................................................................  4,105 3,872 (233) (5.7%) 
 

    

Total liabilities .........................................................................  108,451 93,016 (15,435) (14.2%) 
 

    

Shareholders' equity ...............................................................  6,936 7,209 273 3.9%  
 

    

Total liabilities and equity ......................................................  115,387 100,225 (15,162) (13.1%) 
 

    

     

 

(*) Pro forma accounts, considering the figures involving Caixa Seguros e Saúde, SGPS`s subsidiaries as non-current asset held for sale, the 

entities comprising the form of joint ventures being integrated by the equity accounting method as required by IFRS 11. The associated 
company IMOBCI (Mozambique) was reclassified as a subsidiary and also integrated by the equity method, following the implementation 

of IFRS 10. “Pro forma accounts” means herein that the accounts for the relevant year have been reexpressed in accordance with the 

applicable accounting rules and principles; such reexpression does not correspond to pro forma accounts with the meaning ascribed to such 
term in the Prospectus Regulation. 

Despite a certain deterioration, these indicators reflect the maintenance of asset quality, having been largely 

affected by the reduction of the average balance of the credit portfolio. 

In order to offset this trend, CGD has strengthened its prevention policies on credit to all business segments, 

which should help to mitigate the unfavourable evolution of credit quality. Therefore, CGD implemented 

procedures to monitor credit contracts enabling the early detection of signs of non performing risks for the 

rapid adoption of measures to prevent these events. 
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The credit overdue more than 90 days ratio was 7.0 per cent. in comparison to 5.9 per cent. in first half 2013. 

The credit at risk ratio, calculated in accordance with Bank of Portugal criteria, was 11.9 per cent. 

There were no material entries to the default portfolio in the period under analysis. 

Asset Quality Ratios 

June 

2013(*) 

June 

2014 
 

  

   

Non-performing credit / total credit
(1)

 ..............................................................  7.4%  8.8%  

Credit at risk / total credit
(1)

 ..............................................................................  10.2%  11.9%  

Overdue credit / total credit ..............................................................................  6.7%  7.6%  

Overdue Credit 90 days / total credit ................................................................  5.9%  7.0%  

Non-performing credit, net/ total credit, net
(1)

 ..................................................  1.8%  2.2%  

Credit at risk, net/ total credit, net ....................................................................  4.7%  5.5%  

Restructured credit / total credit
(2)

 ....................................................................  

 

10.0%  

Restructured credit (not including credit at risk / total credit
(2)

 ........................  

 

6.0% 

Overdue credit cover ........................................................................................  85.6%  88.3%  

Cover on credit overdue more than 90 days .....................................................  98.0%  96.5%  

Credit impairment (P&L)/ Loans and advances to customers (average 

balance) ............................................................................................................  0.9%  1.0%  
 

  

   

  

(1) Calculated in accordance with Bank of Portugal Instruction 23/2012 

(2) Calculated in accordance with Bank of Portugal Instruction 32/2013 

 
(*)    Pro forma accounts, considering the amounts in Caixa Seguros e Saúde, S.A.’s healthcare area as a non-current asset held for sale and the 

entities  comprising the form of jointly owned entities being integrated by the equity accounting method as required by IFRS 11; the 

associated company IMOBCI (Mozambique) was reclassified as a subsidiary and integrated by the full integration method, following the 

implementation of IFRS 10. and the amounts reflect the application of IFRS 10 which implies a change to the preceding year’s net income 

owing to the inclusion of two SPEs in the consolidation perimeter. “Pro forma accounts” means herein that the accounts for the relevant 
year have been reexpressed in accordance with the applicable accounting rules and principles; such reexpression does not correspond to 

pro forma accounts with the meaning ascribed to such term in the Prospectus Regulation. 
 

Funding 

Around 60 per cent. of total resources comprised retail resources of wish 97 per cent. were global customer 

deposits (70.1 per cent. term and savings deposits),  reflecting the active campaign of deposit-taking from 

customers and contributing towards a decline in CGD's borrowing needs from the wholesale market. 

With the increased stabilization of the market and after having re-opened the Covered Bond market to 

Portuguese issuers by launching at the beginning of 2013 a €750 million 5 years covered bond issue with a 

coupon of 3.75 per cent. in January 2014, CGD returned to the market with another €750 million 5 years 

issue amounting to €750 million with a coupon of 3 per cent. This issue was very well received by the 

market, with a final demand exceeding €3.9 billion at a final spread of 188 basis points - corresponding to a 

reoffer yield of 3.12 per cent. (minus 100 basis points when compared to the January 2013 issue), 

significantly lower than that achieved a year before confirming a growing interest in Portuguese covered 

bonds and in CGD’s credit and of course an increasingly favourable perception on the respective risk.  

International demand represented more than 90 per cent. of the total, recording demand of €3.9 billion and 

with a pronounced geographic diversification from investors in more than 20 countries, including a 

considerable amount of orders from German investors, Austria and the United Kingdom. 
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The environment of greater market stability in conjunction with the improving liquidity and the reduction of 

its borrowings from the ECB enabled CGD to early repay €2,100 million of the Portuguese State guaranteed 

debt in the first half year.  

CGD to opt for a careful normalisation of financing policy including a less reliance on ECB funding.  In the 

first half 2014 the Group has reduced the balance of outstanding debt in €1,250 million, particularly resulting 

from maturity of an issuance. Also CGD succeeded in reducing its liabilities to the ECB by €1,050 million, 

against December 2013, reducing total resources obtained to €3,700 million. As such, CGD Group’s eligible 

assets pool at the end of the half year total resources obtained from the ECB at the end of June stood at 

€5,285 million against €6,335 million at the end of 2013. 

Repayments of state-backed debt naturally implied a reduction of around €3,954 million in the amount of 

eligible assets allocated to the ECB pool. The pool had a total value of €13,145 million at the end of the half 

year. 

The value of available (i.e. unencumbered) eligible assets, at the end of June, remained highly comfortable at 

€7,805 million. 

Within the EMTN programme, the outstanding issues were reduced in the period under analysis by 

€1,897, a decrease of 39.1 per cent. in comparison with the outstanding amount in June 2014. 

 

Shareholders equity 

June 

2013 

June 

2014 
 

  

 

(€ million) (€ million) 
   

Share capital ..............................................................................  5,900.0 5,900.0 
Fair value reserves .....................................................................  (168.9) 373.5 
Other reserves and retained earnings .........................................  520.3 (97.1) 

Minority shareholders' interests.................................................  867.6 902.5 

Net income for period ...............................................................  (182.7) 129.9 
 

  

Total..........................................................................................  6,936.3 7,208.9 

 

Solvency Ratio 

The Group's shareholders' equity stood at €7.209 billion at the end of the June 2014, up 3.9 per cent. (having 

being reinforced by €272.6 million), over the value registered in June 2013. The improvement in net income 

and fair value reserves contributed positively to the increase of the shareholders' equity as well as the 

increase in non-controlling interests regarding Fundimo, Fundiestamo and Ibéria real estate investment funds 

which have now been fully consolidated. 

In June 2014 there was an improvement in capital ratios on a consolidated basis. Including the consolidated 

net income for the period, the Core Tier 1 ratio stood at 12.1 per cent. against 11.7 per cent. at the end of 

2013, above the 10 per cent. core capital requirement established by the Bank of Portugal.  

The Core Tier 1 ratio under the terms defined by the EBA was 10.2 per cent. in the first semester of 2014 
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against 9.4 per cent. in December 2013. Tier 1 ratio was, in turn, 11.0 per cent. against the 11.2 per cent. 

registered in December 2012. 

The Common Equity Tier 1 (CET 1) ratio, calculated in accordance with CRD IV / CRR “fully 

implemented” rules, was 10.7 per cent. against 7.6 per cent. at 31 December 2013 (minimum of 7 per cent. 

comprising a CET 1 of 4.5 per cent. and buffer of 2.5 per cent. 

The Common Equity Tier 1 (CET 1) ratio, calculated in accordance with CRD IV / CRR “phasing-in” rules, 

was 11.6 per cent. against 10.7 per cent. at 31 December 2013, higher than the reference value of 8 per cent. 

considered in the base scenario for the valuation of assets by the ECB.  

The solvency ratio, on a consolidated basis including retained earnings, in June 2014, determined under the 

Basel II regulatory framework, stood at 13.6 per cent., against 13.4 per cent. in June 2013. 

Main Risks and Uncertainties for the Second Half of 2014 

Economic indicators published during the first semester are not unequivocal in showing a tendency for the 

global economy with, on one end, evidence of a robust US economy while, at the same time, disappointing 

results from the Eurozone where signs of a recovery fall short of initial expectations. This uncertain 

economic environment is now facing the potentially negative effects of political conflicts between Russia 

and the Ukraine and, more recently, in the Middle East.  

The ongoing conflict in the Gaza Strip may also condition future economic prospects. 

On the positive side, the factors that temporarily conditioned the economy in the first semester were the 

adverse weather conditions in various regions, the downwards revision of inventory figures in the United 

States and the negative impact of tax increases in Japan are expected to abate.  

The recent set of measures announced by the ECB represents an important support and stimulus for lending, 

the effects of which should start to have a positive impact on the business sentiment and investment 

decisions. The contractionary effect of fiscal policy should continue to abate, mainly in Europe, after the 

budget adjustments of recent years.  

In the US, despite the adjustment in the degree of monetary stimuli, interest rates remain at very low levels. 

In this context, the possibility of improved economic growth in the second semester of 2014, presents a high 

degree of uncertainty. 

The fact that risk appetite is extremely high may lead to instability that should be overturned. Events that 

may contribute to a reversal of this situation include, amongst others, a more speedy recovery of the labour 

market and/or inflation in the US which would lead the Fed to a sooner than expected rate hike leading to a 

reversal of market sentiment and thus penalizing risky assets and benefiting safer assets.  

In the case of emerging markets, conjectures on the removal of stimuli in the US may lead to periods of 

market volatility. A quicker adjustment to economic stimuli in the US may feed expectations of an 

appreciation of the dollar and more restrictive liquidity globally leading to a pressure for capital exodus and, 
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consequently, a depreciation of currencies. At the same time, increased bond yields make government bonds 

a less attractive investment for central banks leading to increases in rates. In developed economies, the 

negative impact would be felt, mainly, in household wealth. 

In the Euro Zone, a period of prolonged low growth and high unemployment besides weakening support for 

reform contribute for a slower pickup of inflation, already considered to be too low, anchoring expectations 

of continued very low levels. It could generate the continuation of a high degree of pressure for additional 

ECB monetary stimuli, namely a new cut in reference rates, including deposit rates. 

In Portugal, recent and unexpected events related to an important financial group may hurt international 

investors’ growing positive view, in particular, after the successful conclusion of the Financial and Economic 

Assistance Programme agreed between the government and the Troika. A quick and transparent resolution of 

this situation should mitigate possible negative effects to the credibility and soundness of the Portuguese 

financial system. For banks, there is a need for clear and precise disclosure that will enhance the credibility 

of the majority of the financial institutions operating in Portugal. 

Even so, there is the risk of decrease interest, even if temporary, for the Portuguese market particularly at the 

level of foreign direct investment which is crucial for sustained growth of the Portuguese economy. The 

demand for credit continues to be very low despite the stabilization of lending standards. At the same time, 

on the supply side, credit recovery in Portugal and the Euro Zone as a whole may be conditioned by the 

Asset Quality Review process and the ECB stress tests to be carried out in the near future leading up to 

common supervision.  

Credit will remain restricted by the persistency of high levels of corporate debt in various economies thus 

limiting their ability to improve bank funding facilities which is further restricted by insufficient levels of 

capitalization and reduced exposure to credit risk by banks given regulatory constraints in recent years. 

Monetary policy by the ECB, mainly its efforts to normalise the money market and a reduction of risk 

aversion by investors continues to be crucial for a reduction in the cost of funding and pressures to financial 

margin in Portuguese banks as well as in the rest of Europe. A more vigorous monetary policy by the ECB 

starting with implementation of a direct purchasing of government bonds similar to what was carried out by 

other developed economies should not be expected being only an option in case of a significant worsening in 

growth expectations and inflation. 

Competition 

In 2013, CGD continued to face intense competition in virtually all of its business areas. There was no 

particular key competitor for its deposit-taking business in Portugal, although CGD took into account the 

rates and terms offered by other deposit-taking banks and it followed market trends in the Portuguese 

deposit-taking sector. 

The banks operating in other jurisdictions followed similar policies. In Portugal, the principal competitors of 

CGD in 2013 for housing loans were Banco Espirito Santo (Novo Banco, since 3 August 2014), Millennium 

BC, Banco Santander Totta and Banco BPI. 
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Relationship with the Portuguese State 

CGD is wholly owned by the Portuguese State and is regulated by general and specific regulations applicable 

to credit institutions, legislation applicable to public limited companies and legislation applicable to state-

owned companies. The public nature of CGD is expected to be maintained and reinforced in the current 

context of the Portuguese financial system. CGD has complete autonomy in administrative and financial 

matters. 

CGD's corporate objects are the performance of banking operations pursuant to the terms defined in its 

articles of association and subject to the scope of the limitations defined in applicable legislation. CGD 

provides the Portuguese Government with banking services in competition with other banks. CGD is 

additionally able to undertake any other functions which have been specifically given to it by law, the 

manner and terms of which are defined in contracts entered into with the Portuguese Government. 

The rights of the Portuguese Government as shareholder are exercised by a representative appointed in a 

regulation issued by the Portuguese Minister of Finance.  

The State, as the sole shareholder of CGD is bound to comply with the principles of corporate governance 

established under the Council of Ministers’ Regulation (“Resolução do Conselho de Ministros”) 49/2007 

which envisage to establish best practices of corporate governance in state-owned companies and to ensure 

that the control exercised by the State is not abused. These rules namely provide that: (i) the exercise of the 

State’s rights as shareholder should observe high standards of transparency and therefore the members of the 

Government who exercise the shareholding rights of the State shall be clearly identified; (ii) the State shall 

establish the strategic guidelines and the targets to be accomplished by the state-owned company and shall 

actively participate in the general shareholders’ meetings; (iii) the State shall contribute to the establishment 

of principles of social responsibility and sustainable development and compliance by the company with these 

targets shall be evaluated annually by the State; (iii) the State shall ensure that the state-owned company has 

adequate s, control and evaluation mechanisms, that the economic and financial information provided is 

accurate and reflects the actual situation of the company and that it complies with best international and 

national corporate governance practices; and (iv) the State shall act with independence regarding the 

executive directors and when acting as a client or as a service provider shall also act with independence and 

within market conditions. 

In addition, CGD as a state-owned company is also bound to comply with the principles of corporate 

governance established under the Council of Ministers’ Regulation above, which sets forth a number of 

principles relating to targets and general guidelines, the structures of the administration and supervision 

boards, remuneration and other rights, conflicts of interest and disclosure of material information. 

The level of compliance with these corporate governance principles by CGD can be found on page 380 et 

seq. of the audited consolidated financial statements of the Issuer in respect of the financial year ended 31 

December 2013 (available at: http://web3.cmvm.pt/sdi2004/emitentes/docs/PC50738.pdf), which has been 

previously published and filed with the CMVM and is deemed to be incorporated in and to form part of this 

Base Prospectus. 
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Board of Directors, General Meeting, Auditing Committee and Statutory Auditor of CGD 

Pursuant to Decree-law 287/93 of 20 August, as amended, CGD must at all times be owned by the 

Portuguese State. CGD may, on a contractual basis, undertake special functions considered to be of national 

interest. There are three corporate bodies within CGD: the Board of Directors (Conselho de Administração), 

the General Meeting (Assembleia Geral) and the Auditing Committee (Comissão de Auditoria). The General 

Meeting is conducted under the direction of a General Meeting Board (Mesa da Assembleia Geral). 

The members of the Board of Directors, Auditing Committee and the General Meeting Board are elected by 

the General Meeting. The Board of Directors appoints the Executive Committee. Since the Portuguese State 

holds the entire share capital of the Issuer, all such members are selected by the Portuguese Government.  

The current Board of Directors is composed of fourteen members, a President, one Vice-President and twelve 

Members, who were elected for a three year period. The term of office of the current members of the Board 

of Directors is due to last until 2015. The Board of Directors is responsible for the management, 

administration and representation of the Issuer. The Portuguese State is represented by the Ministry of 

Finance in the General Meeting. The Auditing Committee assists in the preparation of the Issuer's own and 

consolidated accounts. The Issuer has also a Statutory Auditor (Revisor Oficial de Contas) responsible for 

certifying the same accounts, which is also elected by the General Meeting. 

Board of Directors 

The following are the members of the Board of Directors of CGD, the business address of which is CGD's 

head office:  
   

Name Title Position in other corporations, if any 
   

   

Álvaro José Barrigas do 

Nascimento ..................................................................................................................  

Chairman Chairman of  the Board of Directors of 

Fundação Caixa Geral de Depósitos – 

Culturgest 

 

José Agostinho Martins de 

Matos ...........................................................................................................................  

 

Vice-Chairman / Chairman of the 

Executive Committee 

 

Chairman of the Board of Directors of 

Parcaixa, SGPS, S.A.; Chairman of the 

Board of Directors of Caixa 

Participações, SGPS, S.A.. 

   

Nuno Maria Pinto de 

Magalhães Fernandes 

Thomaz ........................................................................................................................  

Member / Vice President of the 

Executive Committee 

Chairman of the Board of Directors of  

Caixa Geral de Aposentações; Chairman 

of Board of Directors of CGD Pensões – 

Sociedade Gestora de Fundos de 

Pensões, S.A.; Chairman of the Board of 

Directors of Banco Caixa Geral – Brasil, 

S.A.; Chairman of the Board of Directors 

of Gerbanca, SGPS, S.A.; Chairman of 

the Board of Directors of Mercantile 

Bank Holdings, LDD; Chairman of the 

Board of Directors of Parbanca, SGPS, 

S.A.; Chairman of Banco Caixa Geral 

Totta Angola, S.A.; Vice-Chairman of 

Banco Comercial de Investimento, S.A.; 

Member of the Board of Directors of 
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Partang, SGPS, S.A.; Chairman of the 

Board of Directors of Banco Nacional 

Ultramarino, S.A.; Chairman of the 

Board of Directors of Bem Comum – 

Sociedade de Capital de Risco, S.A. 

 

João Nuno de Oliveira 

Jorge Palma .................................................................................................................  

Member / Executive Member Chairman of the Board of Directors of  

Banco Caixa Geral, S.A.; Chairman of 

the Board of Directors of  Caixa Gestão 

de Activos, SGPS, S.A.; Chairman of the 

Board of Directors of  Sogrupo – 

Compras e Serviços Partilhados, ACE;  

Chairman of the Board of Directors of  

Caixa Seguros e Saúde, SGPS, S.A.; 

Chairman of Board of Directors of the 

Wages Committee of Banco Caixa Geral, 

S.A.; Member of Board of Directors of 

Parcaixa, SGPS, S.A. and  Member of 

Board of Directors of  Banco Comercial 

e de Investimentos, S.A.. 

 

José Pedro Cabral dos 

Santos ..........................................................................................................................  

Member / Executive Member Chairman of the Board of Directors of 

Locarent – Comp. Portuguesa Aluguer 

de Viaturas, S.A.; Chairman of Board of 

Directors of Caixa Leasing and Factoring 

– IFIC, S.A.; Vice-Chairman of Caixa 

Seguros e Saúde, SGPS, S.A.; Member 

of the Board of Directors of Caixa-Banco 

de Investimento, S.A. and Member of the 

Board of Directors of Banco Caixa 

Geral, S.A.. 

 

Ana Cristina de Sousa 

Leal..............................................................................................................................  

Member / Executive Member Director of Board of Directors of Caixa 

Geral de Aposentações. 

 

Maria João Borges 

Carioca Rodrigues .......................................................................................................  

 

Member / Executive Member 

 

Chairman of the Board of Directors of 

CaixaTec - Tecnologias de 

Comunicação, S.A.; Chairman of the 

Board of Directors of Sogrupo – 

Sistemas de Informação, ACE; Member 

of Board of Directors of SIBS Forward 

Payments Solutions, S.A. and Member of 

Board of Directors of SIBS, SGPS, S.A.; 

Member  of Board of Directors of Caixa 

Geral de Aposentações and Member of 

the Strategic Council of CaixaTec - 

Tecnologias de Comunicação, S.A.. 

 

Jorge Telmo Maria Freire 

Cardoso .......................................................................................................................  

Member / Executive Member Chairman of the Board of Directors of 

CGD Investimentos Corretora de Valores 

e Câmbios, S.A.; Chairman of Board of 

Directors of Wolfpart, SGPS, S.A.; Vice-

Chairman of the Board of Directors of 

Banco Caixa Geral – Brasil, S.A.; 

Chairman of the Board of Directors 
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Caixa Banco de Investimento, S.A.; 

Chairman of the Board of Directors 

Caixa Capital – Sociedade de Capital de 

Risco, S.A.; Chairman of Board of 

Direction of Caixa Desenvolvimento, 

SGPS, S.A.; First Vice Chairman of 

Banco Caixa Geral Totta Angola, S.A.; 

Member of the Board of Directors of 

Gerbanca, SGPS, S.A.; Member of the 

Board of directors of Partang, SGPS, 

S.A.; Member of the Board of Directors 

of Caixa Seguros e Saúde, SGPS, S.A.; 

Board Member of Novo Banco, S.A.
2
 

 

Eduardo Manuel Hintze 

da Paz Ferreira .............................................................................................................  

Member Chairman of the Auditing Committee of 

Caixa Geral de Depósitos 

 
   

Pedro Miguel Valente 

Pires Bela Pimentel  ....................................................................................................  

Member Not applicable. 

 

 

José Luis Mexia Fraústo 

Crespo de Carvalho .....................................................................................................  

 

Member 

 

Not applicable. 

 

 

 

José Hernst  Henzler 

Vieira Branco  .............................................................................................................  

Member Not applicable. 

 

 

Daniel Traça ................................................................................................................  

 

Member 

 

Vice Chairman of the Board of Directors 

of Caixa Geral de Depósitos. 

 

Pedro Fontes Falcão ....................................................................................................  Member Director of the Auditing Committee of 

Caixa Geral de Depósitos. 

 

   

No potential conflicts exist between any duties to the Issuer of the persons on the board of directors, as listed 

above, and their private interests or other duties in respect of their management roles. 

The Issuer complies with the corporate governance regime in Portugal. 

The business address of each of the Directors is Av. João XXI, No. 63, 1000-300 Lisbon. 

General Meeting 

The following are the members of the General Meeting Board of CGD, the business address of which is the 

Issuer's head office at Av. João XXI, No. 63, 1000-300 Lisbon: 

Name Title 

Manuel Carlos Lopes Porto .....................................................................................................  Chairman 

                                                        
2 Following its appointment to the board of directors of Novo Banco, S.A., Mr. Jorge Telmo Maria Freire Cardoso has requested 6 months 

suspension (renewable for same periods) of its mandate as a member of CGD’s board of directors; the approval of the suspension is currently 

pending. 
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José Lourenço Soares ..............................................................................................................  Secretary 

It is the Issuer's understanding that the members of the General Meeting Board comply with the requirements 

on independence and incompatibilities set forth in the Portuguese Companies Code. 

Auditing Committee 

The following are the members of the Supervisory Board of CGD, the business address of which is the 

Issuer's head office at Av. João XXI, No. 63, 1000-300 Lisbon: 
  

Name Title 
  

  

Eduardo Manuel Hintze da Paz Ferreira ........................................................................................  Chairman 

Daniel Traça ...................................................................................................................................  Deputy-Chairman 

Pedro Fontes Falcão .......................................................................................................................  Member 

  
  

It is the Issuer's understanding that the members of the Supervisory Board comply with the requirements on 

independence and incompatibilities set forth in the Portuguese Companies Code. Furthermore, it is the 

Issuer's understanding that the Chairman, Eduardo Manuel Hintze de Paz Ferreira, complies with the 

suitability, knowledge and independency requirements set forth in the same Code. 

Statutory Auditor 

The Statutory Auditor, elected by the General Meeting for the period of 2013 to 2015, is Oliveira Rego & 

Associados, SROC (represented by Manuel de Oliveira Rego), member of the Portuguese Institute of 

Statutory Auditors (Ordem dos Revisores Oficiais de Contas), registered with the CMVM with registration 

number 218, with registered office at Ava Praia da Vitória, no. 73-2o Esq. 1050-183 Lisboa, its substitute 

being Álvaro, Falcão & Associados, SROC (represented by Eleutério Ganilho Álvaro), member of the 

Portuguese Institute of Statutory Auditors, registered with the CMVM with registration number 222, with 

registered office at Rua Antero de Quental, no. 639, 4200-068 Porto. 
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THE PORTUGUESE MORTGAGE MARKET AND THE SERVICING OF THE COVER POOL 

MORTGAGE EVOLUTION 

The Portuguese property sector is characterised by a relatively high ownership ratio (79 per cent.), resulting 

both from cultural reasons and from the absence of a well-functioning rental market. Thus, the housing 

market grew 6 per cent., from 5.6 to 5.9 million dwellings between 2004 and 2013, whereas the population 

remained almost unchanged, with 10.4 million habitants.  

In the same period, the number of dwellings completed and brought to the residential market has changed 

significantly, decreasing 11 per cent. year on year, in average. 

Between 2010 and 2012, the number of dwellings sold has also reduced significantly (41 per cent.), due to 

the financial assistance program, the indebtedness of Portuguese families and the strong restrictions on 

access to bank credit.  

However, in 2013, the number of dwelling sold has increased 4.4 per cent. , forecasting a growing trend for 

2014. 

In the period from 2004 to 2013, the number of permits for residential properties has strongly decreased, 

adjusting to the lack of demand. There was an average annual 19 per cent. drop in the residential dwelling 

permits, more notably in new properties, with an average annual change of -22 per cent. 

However, it should be noted that, in the period from 2000 to 2007, the growth rate of real residential property 

prices in Portugal was lower than that of Ireland, the UK or Spain, as well as the Euro area as a whole (-1,1 

per cent. average growth rate in Portugal against 4 per cent. in the Euro area).  

Because speculative movements did not affect the Portuguese housing market, in the period 2008-2013, 

Portugal was less affected by the subprime crisis than other countries in the Euro area, such as Spain or 

Ireland. A moderate decrease in the house price index was felt, from 2009 to 2012 (an annual average 

decrease of 3.6 per cent.). However, Portuguese property price index has stabilised in 2013, having a slight 

annual change of -1.9 per cent. 

In December 2013, Portugal’s residential mortgage market was valued at €105.8 billion, around 64 per cent. 

of GDP in 2013. According to Bank of Portugal reports, total outstanding mortgages showed a turning point 

in 2011, starting a declining cycle (down 3.2 per cent. between December 2010 and December 2013), due to 

a decrease in new lending activity. 

The main reason for this trend in the mortgage market is the new lending activity in Portugal, which has been 

slowing down since the second quarter 2010, reflecting expectations of low consumer confidence, more 

stringent fiscal policies applied to households and a continued weakness in the macroeconomic environment.  

The economic environment and the financial adjustment program associated with the request of financial 
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assistance by Portugal to the ECB are still having a considerable impact in domestic demand, disposable 

income and employment.  

However, new loans have increased 6 per cent. in 2013, indicating an improvement in consumer confidence 

and a change-over in credit policies. 

In fact, Portuguese banks are decreasing rates applied in new loans, from 3.44 per cent. in December 2012 

down to 3.08 per cent. in December 2013, changing policies practiced in mortgage lending between 2010 and 

2012.  

DESCRIPTION OF ISSUER’S RESIDENTIAL MORTGAGE BUSINESS 

The Issuer has a leading position in the retail banking sector in Portugal, both in residential mortgage lending 

and retail deposits. Prior to 1991, the Issuer was one of only three lenders that were allowed to operate in the 

housing finance market in Portugal. Currently, the Issuer’s ‘‘Crédito Habitação’’ (residential mortgage loans) 

is one of the largest business areas within the Issuer. 

As representing a benchmark operator in the domestic Portuguese financial system, the Issuer has focused on 

its strategic guidelines for mortgage lending to individual customers and other property investors. At the 

present time, the Issuer has increased its knowledge of its customer financial situation, in order to prevent 

delinquency in mortgage loans. 

For the last decade, the Issuer has responded to an ever increasingly competitive market with faster credit 

decision making mechanisms. This has been the driver for the development of a new range of spreads which 

has significantly improved the conditions, and speed of decision making, for lower risk and higher value 

transactions. The Issuer has also taken important steps on the insurance side, to speed up the new funding 

procedure through the rapid processing of insurance applications. New guidelines determine the amount of 

the premium to be paid by customers, by reference to the insured capital, number of insures and applicants’ 

age. 

The Issuer has also developed, through financial and cooperative agreements with various property market 

operators, alternative external channels to secure new business, including entering into conventions 

organised by major networks of brokers and financial consultants, operating under franchising regimes, 

which with the Issuer has commercial relations. 

In addition to protocols with the referred property market operators, the Issuer has entered into a significant 

number of agreements, offering special terms to promissory purchasers of apartments in prestige 

developments, built with CGD corporate credit. 

Presently, external channels are being used to enhance selling houses owned by CGD as a result of mortgage 

delinquency and houses built with CGD corporate financing.  

Procedures designed to improve levels of service – whether through the branch network and via the internet – 

in terms of the appraisal of applications, speed, consideration of the application and particularly the decision-

making procedure, are also being further developed. 
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These objectives are supported by integrated mortgage lending management applications – solution mortgage 

lending workflow – as an important element behind faster decisions, in addition to providing up-to-date 

information on any mortgage lending application. 

Underwriting 

At the start of the loan origination process the applicant will request a mortgage loan from the Issuer, either 

through external channels or through direct contact with a branch. 

A preliminary analysis is carried out by the branch staff. Applicants are required to provide some basic 

details (including age, civil status, spouse's age - if any, details of other existing debts and liabilities both to 

the Issuer and other entities, the commercial relationship between the Issuer and the applicant, the intended 

use of the property, the property location, the purchase price of the property, the income of the applicant's 

family unit and the amount of loan). 

The applicant is provided with information regarding the financial conditions attached to the mortgage loan 

and any associated expenses, together with a request list of the information and documents which the 

applicant is required to provide as part of the application process. The application process is in accordance 

with the “European Conduct Code” and the Bank of Portugal Notice (“Aviso”) 2/2010, as amended. This can 

also be processed automatically through the mortgage simulator, available on the Issuer’s website. 

The information package includes: a completed loan application form, copies of the applicant's identity and 

taxpayer cards, up to date tax returns and/or payment receipts or tax liquidation note and a location map and 

plan of the property. 

The Issuer reviews the following matters during the application process: applicant's income, debt to income 

and loan-to-value ratios and the applicant's credit profile. In establishing this information Issuer checks the 

internal databases and external databases (such as the Bank of Portugal's database) and applies for scoring 

systems under Basel II rules. The completed application is sent to the responsible officer at Issuer for 

approval. 

Approval of a mortgage loan is the responsibility of different levels of management within the organisation, 

involving branch management, the regional, commercial and co-ordination managers, mortgage and real 

estate department and the Board of Directors, depending on the size and type of loan and pricing under 

consideration. 

Insurance 

Property Insurance coverage is required to be in place when the mortgage loan is advanced. Fire or multi-risk 

insurance is compulsory for an amount equal to or greater than the property's reconstruction value. 

Life insurance is mandatory since September 2002 for an amount equal to or greater than that of the loan. 

Unemployment and health insurances are recommended, providing more competitive loan spreads. 
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Guarantee 

Loans are secured by first ranking mortgage over the property to be purchased. In exceptional cases, this may 

be replaced by a guarantee over another property or by a pledge of securities/deposits. 

Mortgage Products 

CGD mortgage products comprise a wide range of products including general mortgages and subsidised 

loans (which ended in September 2002) and loans granted to emigrants, disabled people and employees of 

the Issuer and non-residents. 

Residential mortgage loans originated by the Issuer can be up to 40 years in maturity (assuming that is totally 

amortised before the borrower reaches the age of 80 years old), with the exception for mortgages loans used 

to purchase houses owned by CGD as a result of mortgage delinquency.  

Most residential mortgage loans pay interest on a floating rate basis indexed to 6 month EURIBOR (as the 

rate varies quarterly or half yearly) with a spread depending on the loan-to-value ratio, the amount of the loan 

and the client profile, according to risk scoring model. Clients may also choose from a wide range of fixed 

rates at 2, 3, 5, 10, 15 and 20 years of maturity. 6 month Euribor is the only floating rate used for new loans.  

CGD has created a special offer in mortgage loans to purchase houses owned by CGD, with  a fixed rate in 

the first 5 or 10 years and a set of unique benefits given to customers who want to buy, with a mortgage loan, 

properties owned by the CGD Group or built with CGD corporate financing. 

All residential mortgage loans pay monthly installments (comprising principal and interest) by direct debit. 

The direct debit system automatically debits the borrower's current account in CGD associated with the loan. 

Credit decision 

Like other banks, CGD has inverted the product policies applied before the financial crisis, decreasing loan-

to-value ratios and maturities as well introducing less flexible repayment schemes. 

Since 2008, CGD has refocused its strategic guidelines for mortgage lending, having a priority concern in 

credit decisions, delinquency loans and customer profitability.  

In Portugal, most residential mortgage loans pay interest on a floating rate basis, indexed to 6 month Euribor 

with a spread depending on the loan-to-value ratio and the relevant clients’ scoring under Basel II rules. 

While most banks offer fixed or capped rate alternatives, Portuguese borrowers have shown little interest in 

these types of products. The potential evolution of installments and the impact on delinquency are considered 

in CGD credit decision.  

In order to prevent future increases in Euribor and over indebtedness, CGD uses Euribor plus 2 per cent. and 

includes insurance costs in financial customer capacity evaluation for new loans, and through their inclusion 

in debt to income ratio. 
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Additionally, CGD is using the risk-adjusted pricing, a model in credit decision, which seeks to respond to 

market developments and the requirements of Basel II. 

This model comprises client scoring, which assesses the risk level of customers from a wide range of 

variables, such as socio-demographic, economic and financial and relationship ones.  

This model focuses on lower risk customers, with lower levels of insurance on mortgage loan repayments. At 

the same time, this model penalises price levels and especially the decision, whenever customers most likely 

to reveal potentially default. Additionally, CGD is applying a consistent rise in pricing, better adjusted to 

customer risk. 

In pricing decisions, CGD applies different spreads related to cross-selling agreements established with the 

customer (insurance products, debit and credit cards, home banking, direct payments, deposits, etc.). 

In order to preserve or enhance customer profitability, CGD launched, in March 2009, Advanced Price 

Differentiation (APD).  

APD controls and enhances the profitability of operations, strengthens involvement with customers, 

increases cross-selling, promotes the maintenance of the conditions agreed and improves monitoring of 

portfolio of mortgages.  

This integrated application controls cross-selling situation in mortgage loans, with the purpose of applying 

higher spreads on such contracts, if cross-selling first negotiated with the customer, is no longer effective. 

APD allows identification of customers who do not comply with these cross-selling agreements, triggering a 

cross-selling alert and a future change of the loan price when applicable. The main purpose of the negotiation 

is to recover the cross-selling agreement; otherwise there will be a change in price. Thus, APD provides a 

better management of mortgage loans. 

Delinquency management in the mortgage business 

Residential mortgage business in CGD requires a strict and consistent management of delinquency, using 

multiple solutions to prevent and mitigate non-performing loans. 

Early detection of delinquency situations led to the creation in CGD of the concept of client in financial 

stress. A customer is in financial stress when the client records a default within the CGD Group, or when the 

client evidences difficulty in paying expenses, even if the customer is not yet in default. 

In either circumstance, typically, the client has had a reduction of disposable income in their debt-to-income 

ratio when compared to that observed at the time of underwriting. 

For these clients, CGD has enhanced its information systems in order to detect customers: 

 with a partial delay in paying of at least one mortgage installment; 

 using the totality of overdraft limit negotiated in a two-month period; 
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 using their full credit limit in credit cards at least once in the last 6 months; 

 with an indication of  credit written off, non-performing loans or credit renegotiation in Bank of 

Portugal’s systems.  

It also detects customers whose payments, by direct debit, are lagging behind or whose debit payments have 

been cleared.  

In 2012, new legislation relating to default situations within the context of residential loan agreements has 

entered into force (including a new regime for the protection of borrowers of residential loans in a very 

difficult economic situation), which resulted in the adoption of new concepts for the characterisation of 

customers who are in economic difficulty and new measures aimed at preventing default and promoting 

extrajudicial renegotiation of loans, applicable to credit institutions.  

In order to anticipate and prevent potential indebtedness situations in mortgages, CGD identifies possible 

cases of serious debt situations in order to act proactively by providing credit renegotiation solutions that will 

reduce the risk of default.  

Therefore, CGD has implemented the Pre-arrears Action Plan (PARI), with new rules, procedures and 

measures which allow for: 

- Early detections of signs of delinquency risk, implementing systems to identify default risk; 

- Control of borrowers who report financial difficulties; 

- The adoption of measures to prevent arrears; 

- The evaluation of evidence of default risk; 

- Repayment solutions proposals, whenever the risk of failure is caused by temporary and specifically 

defined circumstances; 

- Evaluation of the financial capacity of the client; 

- Contract restructuring or credit agreements consolidation proposals, in cases where the risk of default is 

assumed to be permanent. 

CGD has also created an extrajudicial settlement procedure for borrowers in default situation (PERCI), with 

several measures intended to automatically detect customers in default and propose timely contractual 

changes and restructurings, including: 

- The notification of customer arrears and amounts due, to the borrower and guarantors; 

- Registration of the reasons for non-compliance and assessment of the financial capacity of the client; 

- Reporting clients about the evaluation of failure 
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- Contractual remedies proposals, adequate to each borrower financial situation. 

CGD has also a delinquency data application, named “Módulo Crédito Vencido”, with information on 

overdue loans, which is updated daily with a high level of product and customer data. This system displays 

several lists of overdue loans that can be used to analyse and provide recovery solutions.  

Delinquencies of less than 90 days are dealt with at branch level. During this period, branches are responsible 

for the recovery process. For this purpose, the branch receives automatic reports with all information about 

delinquent loans. Delinquency notifications are sent automatically to the borrowers and or guarantors on the 

25th and on the 55th day in arrears, warning that it was not possible to collect the installment due, 

highlighting the amount owed, requesting it to be paid as quickly as possible and explaining that if non-

compliance continues, then the matter will be sent to the Credit Recovery Department.  

Since the first day in arrears, CGD’s call centre begins a series of initiatives that include text messaging and 

outbound contacts, with the purpose of obtaining from the customer a payment promise, or, if not feasible, a 

face-to-face meeting at the branch to examine and negotiate new solutions suitable to the customer’s 

financial situation. 

Additionally, CGD has developed a new simulator for contractual changes, allowing the user to easily 

simulate every possible modification in the contract, in order to optimise its flexibility and installments 

reduction. 

Several recovery solutions are usually applied, for instance payment plans, extending the term of the 

contract, capitalisation of installment arrears, deferral of part of the outstanding principal, or changing the 

payment date.  

After 90 days in arrears (except for loans in relation to which a recovery plan has been approved), the file is 

transferred to a centralised Credit Recovery Department, and a new notification is sent to the client. At the 

same time, the client is contacted to confirm that the client’s file has been transferred to a new department. 

Thereafter, a negotiation team (“Recuperadores”) begins a negotiation process with the client whereby they 

try to understand the financial situation of the borrower and prepare a payment plan. If the client is unable to 

co-operate, a notification is sent after the 4th defaulting installment, informing the client that the case will be 

referred to legal proceedings. 

On the 5th defaulting installment, if these internal procedures have had no effect, the client receives both a 

call from the call centre and a new notification from the Credit Recovery Department, indicating that 

litigation will be initiated. 

The client has 30 days to reply and renegotiate its debt before the file is delivered to an external lawyer who 

will start court proceedings. 

Finally, CGD has developed new tools, in the mortgage lending management applications, to support 

analysis and decision (scoring, financial effort, customer responsibilities), to automating and simplifying the 

process of change in post-contract and to reduce the time associated with the preparation of proposals and 
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decision. 

Therefore, this contractual changes optimisation are now improving non-performing loans management and 

also preventing default in mortgage. 
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USE OF PROCEEDS 

The net proceeds resulting from each issue of Covered Bonds will be applied by the Issuer for its general 

corporate purposes. 
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THE COVERED BONDS LAW 

FRAMEWORK  

The Covered Bonds Law introduced a framework for the issuance of asset covered debt securities into 

Portuguese law. 

The Covered Bonds Law has been supplemented by secondary legislation issued by the Bank of Portugal 

(the “Bank of Portugal Regulatory Notices”), which comprises both regulatory notices (“Avisos”) and 

instructions. The Bank of Portugal Regulatory Notices address matters such as the segregation of cover pool 

assets from the insolvent estate of the issuer in the event of insolvency, the compliance with asset and 

liability matching requirements and the methodology for valuation of mortgages and properties. 

ISSUERS OF COVERED BONDS  

Mortgage covered bonds (“obrigações hipotecárias”) may be issued by credit institutions (the 

“Institutions”) legally authorised to grant credits guaranteed by mortgages over property and having own 

funds amounting to no less than €7,500,000 Euros. Institutions can either be universal credit institutions 

(“Credit Institutions”) or special credit institutions incorporated under the Covered Bonds Law 

specialising in the issuance of covered bonds (the “Mortgage Credit Institutions”). 

If the issuer of covered bonds is a Credit Institution, there are no restrictions to its banking activities and it 

may issue covered bonds directly maintaining the underlying cover pool on its balance sheet. 

If the issuer of covered bonds is a Mortgage Credit Institution, its authorised banking activity is restricted to 

granting and acquiring (i) credits guaranteed by mortgages, (ii) credits to, or guaranteed by, the central 

public administration, regional or local authorities of any EU Member State. Mortgage Credit Institutions 

may thus issue covered bonds backed by credits originated by itself or otherwise acquired from third party 

originators. 

If covered bonds are issued by a Mortgage Credit Institution backed by credits acquired from a third party 

originator, the cover assets must be transferred to the Mortgage Credit Institution and, if such Mortgage 

Credit Institution is wholly-owned by such originator, the assets and liabilities relating to the relevant issue 

of covered bonds and the related cover pool will be consolidated with such originator. However, it is also 

possible for a Mortgage Credit Institution to have multiple owners, in which case the issues of covered 

bonds and the allocated cover pool may or may not be consolidated with the originator of the relevant 

credits. 

An Institution must manage its cover pool as well as any properties that it may acquire as a result of the 

enforcement of delinquent mortgage credits. Institutions may also obtain additional liquidity. 

In the event of insolvency, winding-up and dissolution of an Institution, the cover pool over which the 

holders of covered bonds have a special creditor privilege will be segregated from the insolvent estate of 

such Institution and will form a separate estate, i.e. an autonomous pool of assets managed in favour and to 

the benefit of the holders of covered bonds and other preferred creditors as specified in the Covered Bonds 
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Law. In this respect, the Covered Bonds Law establishes a special regime which prevails over general 

Portuguese insolvency regulations. 

If the cover assets are insufficient to meet interest and principal payments due on the covered bonds of the 

insolvent Institution, the holders of covered bonds will also rank pari passu with unsecured creditors of the 

Institution in relation to the remaining assets of the insolvent Institution. 

COVER ASSETS  

The following assets are eligible to collateralise issues of covered bonds made by an Institution in 

accordance with the Covered Bonds Law: 

 Pecuniary credit receivables which are not yet matured and neither subject to conditions nor 

encumbered, judicially seized or apprehended and secured by: 

(a) first ranking mortgages over residential or commercial real estate located in an EU Member 

State or 

(b) junior mortgages but where all Mortgage Credits ranking senior thereto are held by the Issuer 

and are also allocated to the Cover Pool; or  

(c) a personal guarantee granted by a credit institution or an appropriate insurance policy, in any 

case together with a mortgage counter guarantee evidencing (a) or (b) above. 

 Other assets (up to 20 per cent. of the aggregate cover pool), such as: 

o deposits with the Bank of Portugal in cash or securities eligible for credit transactions in 

the Eurosystem; 

o current or term account deposits with credit institutions (which are not in a control or 

group relationship with the Issuer) having a rating at least equal to "A−" or equivalent, 

unless a higher rating has been agreed with any Rating Agency, in which case such higher 

rating shall be met; and 

o other assets complying simultaneously with the requisites of low risk and high liquidity as 

defined by the Bank of Portugal. 

The geographical scope of eligible assets is restricted to credits guaranteed by first ranking mortgages on 

property located in the EU or loans granted to central governments and regional or local authorities located 

in an EU Member State. 

Hedging contracts may also be included in the cover pool for hedging purposes, namely to hedge interest 

rate, exchange rate and liquidity risks. The Bank of Portugal Regulatory Notices contain certain rules 

governing the limits and conditions for the use of these hedging contracts. 

The cover pool is of a dynamic nature. Accordingly, the Institution may be required, or may otherwise 
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decide to, include new assets in such cover pool or substitute assets in case the existing ones no longer 

comply with the applicable financial and prudential requirements. 

Furthermore, an Institution is required by the Covered Bonds Law to maintain a register of all the assets 

comprised in the cover pool, including hedging contracts. 

VALUATION AND LTV CRITERIA  

Institutions are required to conduct valuations of mortgage properties and periodic updates of such 

valuations in accordance with the rules defined by the Bank of Portugal (in particular, pursuant to 

Regulatory Notice 5/2006, which establishes rules on the methods and frequency of the valuations of assets 

and derivatives). 

The maximum Loan-to-Value for residential mortgages is 80 per cent. and 60 per cent. for commercial 

mortgages loans. 

The value of each property securing a mortgage credit comprised in a cover pool shall correspond to the 

commercial value of such property, determined in accordance with a prudent criteria and taking into 

consideration: (i) the sustainable long term characteristics of such property, (ii) the standard conditions of 

the local market, (iii) the current use of the relevant property, and (iv) any alternative uses of each such 

property. 

Pursuant to the requirements of Regulatory Notice 5/2006, the commercial value awarded by an issuer of 

covered bonds to each of the properties securing mortgage credits comprised in a cover pool may not be 

higher than the market value of the relevant properties. For these purposes, the market value of each 

property corresponds to the price by which such property can be purchased by a third party purchaser on the 

date of the valuation of such property, assuming that (i) the property is publicly put on sale, (ii) the market 

conditions allow for a regular transfer of the property and (iii) there is a normal period of time to negotiate 

the corresponding purchase and sale, considering the nature of the property. 

Regulatory Notice 5/2006 contains detailed provisions regarding valuation of properties securing mortgage 

credits included in a cover pool (including subsequent valuations), the methods and frequency for such 

valuations, the appointment, remuneration and role of the real estate valuation experts and transitional 

provisions concerning valuations made prior to the enactment of the Bank of Portugal Regulatory Notices. 

ASSET-LIABILITY MANAGEMENT AND FINANCIAL REQUIREMENTS  

The Covered Bonds Law and the Bank of Portugal Regulatory Notices establish the following asset and 

liabilities matching requirements: 

• The global nominal value of the outstanding mortgage covered bonds cannot exceed 95 per cent. of the 

global value of the mortgage credits and other assets at any time comprised in the relevant cover pool 

(i.e., a mandatory overcollateralisation of 5.2632 per cent.); 

• The average maturity of outstanding mortgage covered bonds cannot exceed the average maturity of 
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the mortgage credits and substitution assets allocated to the relevant issue of covered bonds; 

• The total amount of interest to be paid by an Institution under any covered bonds shall not exceed, at 

any point in time, the amount of interest to be collected from the mortgage credits and other assets 

comprised in the cover pool backing the relevant issue of covered bonds – this means, therefore, that 

under the Covered Bonds Law cash flows from the cover pool must at all times be sufficient to meet all 

scheduled payments due to the holders of covered bonds; 

• The net present value of the liabilities arising from issues of covered bonds pursuant to the Covered 

Bonds Law cannot exceed the net present value of the cover pool assigned to such covered bonds, 

including any hedging contracts also comprised in the cover pool. This ratio must also be met for 200 

basis points parallel shifts in the yield curve. 

For the purposes of the calculation of the level of overcollateralisation, as well as of the remaining financial 

and prudential requirements, Institutions are required to use the following criteria: 

(i) the mortgage credits shall be accounted for the nominal value of their outstanding principal, 

including any accrued but unpaid interest; 

(ii) the covered bonds shall be accounted according to the nominal value of outstanding principal, 

including accrued but unpaid interest; and 

(iii) in relation to any other assets: 

(a) deposits shall be accounted for according to their amount together with any accrued but unpaid 

interest; and 

(b) securities eligible for Eurosystem credit transactions shall be accounted for under margin 

valuation rules laid down by the Eurosystem or, if lower, according to their nominal value, 

including accrued but unpaid interests. 

If the relevant covered bonds are denominated in any currency other than euro, the Institution must use the 

exchange rates published by the ECB as a reference. 

The Covered Bonds Law also contains rules regarding the management of the cover pool allocated to one or 

more issues of covered bonds, allowing the Institution, inter alia, to assign new mortgage credits to the 

cover pool. The Institution may also enter into irrevocable credit facilities for the provision of liquidity in 

connection with the liabilities arising under the covered bonds. The credit facility counterparty must have a 

minimum credit rating of “A-” or equivalent. 

An Institution is entitled to enter into derivatives contracts to hedge interest, exchange rate and liquidity 

risks. These derivatives contracts are also included in the cover pool and the derivative counterparties (who 

also benefit from the special creditor privilege) have to be rated “A-” or above. If a particular issue of 

covered bonds is denominated in a currency other than euro, the Institution must enter into adequate 

hedging contracts for the purpose of hedging the relevant currency exchange risk. 
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If the limits and requirements established in the Covered Bonds Law are exceeded, the issuer is required to 

remedy the situation immediately by (i) allocating new mortgage credits, (ii) purchasing outstanding 

covered bonds in the secondary market and/or (iii) allocating other eligible assets. 

Mortgage credits that become delinquent after being allocated to the cover pool may still remain in such 

cover pool provided that the delinquency period is not equal to or higher than 90 days, in which case such 

mortgage credits must be removed from the cover pool by the Institution and, if necessary to comply with 

the prudential requirements established in the Covered Bonds Law, substituted by new mortgage credits.  

Mortgage credits underlying covered bonds may only be sold or pledged if the Institution allocates new 

mortgage credits to the covered bonds sufficient to maintain compliance with the financial and prudential 

requirements set forth in the Covered Bonds Law. 

Instruction 13/2006 contains rules to be followed in respect of notices to the Bank of Portugal regarding the 

issue of covered bonds under the Covered Bonds Law. Prior to a first issuance of covered bonds, and on 

each subsequent issuance, an Institution is required to provide the Bank of Portugal with certain 

documentation and information, including a chart showing the detailed composition of the autonomous pool 

of assets allocated to the covered bonds. On a monthly basis, the Institution is required to provide the Bank 

of Portugal with information on the number and amount of covered bonds outstanding and on any new 

issues of covered bonds and redemptions occurred. 

COVER POOL MONITOR, COMMON REPRESENTATIVE AND BANKING SUPERVISION  

The Board of Directors of the Institution is required to appoint an independent auditor registered with the 

CMVM for the purposes of monitoring the compliance by such Institution of the financial and prudential 

requirements establish in the Covered Bonds Law. 

Pursuant to the Covered Bonds Law, the independent auditor is required to issue an annual report covering 

the compliance by the issuer with the applicable legal and regulatory requirements. 

Also, a common representative of the holders of the covered bonds – common to all mortgage or public 

covered bond issues – must be appointed by the Board of Directors of the Institution in order to represent 

the interests of the holders of covered bonds. 

The Bank of Portugal and the CMVM carry out banking and capital markets supervision respectively. 

SEGREGATION OF COVER ASSETS AND INSOLVENCY REMOTENESS  

Asset segregation 

The assets and hedging contracts allocated by the Institution to the issues of covered bonds will remain and 

be registered in separate accounts of the Institution. The register will be maintained in codified form and the 

code key will be deposited with the Bank of Portugal. This information will be deposited with the Bank of 

Portugal in the form of a code key. If the holders of covered bonds decide to accelerate the relevant covered 

bonds pursuant to article 4.5 of the Covered Bonds, the common representative of such holders shall request 
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the Bank of Portugal to disclose the information associated to such code key. 

The assets included in the register maintained by the Institution will form a segregate estate over which the 

holders of the covered bonds will have a special creditor privilege (“privilégio creditório”), in particular in 

case of winding-up and dissolution of the Institution. 

In the event of insolvency of the Institution, the assets allocated to one or more issues of covered bonds will 

be segregated from the corresponding insolvent estate and will be managed autonomously by a third party 

until full payment of the amounts due to the holders of covered bonds. In any case, and even if the 

Institution is declared insolvent, the Covered Bonds Law determines that timely payments of interest and 

reimbursements under the covered bonds shall continue to be carried out. 

In the case of voluntary dissolution of an Institution, the plan for such dissolution and winding-up, which 

shall be submitted to the Bank of Portugal pursuant to article 35-A of the Credit Institutions General 

Regime, shall identify a Substitute Credit Institution appointed to (i) manage the relevant cover pool 

allocated to the covered bonds outstanding, and (ii) ensure that the payments of any amounts due to the 

holders of such covered bonds are made. Such project shall also describe the general framework and 

conditions under which those actions will be rendered by the Substitute Credit Institution. 

If the authorisation of an Institution to act as a credit institution in Portugal is revoked, the Bank of Portugal 

shall, simultaneously with the decision to revoke such authorisation, also appoint a Substitute Credit 

Institution to manage the relevant cover pool allocated to the covered bonds outstanding and to ensure that 

payments due to the holders of such covered bonds are made. 

In accordance with Regulatory Notice 8/2006, any Substitute Credit Institution appointed by the Bank of 

Portugal to service the cover pool following insolvency of the Institution shall: (i) immediately upon being 

appointed, prepare an opening balance sheet in relation to the cover pool, supplemented by the 

corresponding explanatory notes; (ii) perform all acts and things necessary or convenient for the prudent 

management of the cover pool, including, without limitation, selling the mortgage credits comprised in the 

cover pool; ensuring the timely collection in respect of the mortgage assets comprised in the cover pool; and 

performing all other acts and administrative services in connection with such mortgage assets and related 

mortgages and additional security; (iii) maintain and keep updated a segregated register of the cover pool in 

accordance with the Covered Bonds Law; and (iv) prepare an annual financial report in relation to the cover 

pool and the outstanding covered bonds, which report shall be the subject of an auditing report produced by 

an independent auditor who shall be appointed as cover pool monitor by the Substitute Credit Institution. 

Furthermore, any Substitute Credit Institution appointed by the Bank of Portugal to service the cover pool 

following the insolvency of an Institution shall perform all acts and things necessary or convenient for 

maintaining the relationship with the borrowers under the mortgage credits comprised in the relevant cover 

pool. 

Preferential status for covered bonds holders 

Pursuant to the Covered Bonds Law, holders of covered bonds benefit from a special creditor privilege 

over the assets assigned to the issue, with precedence over any other creditors, for the purpose of 
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redemption of principal and receipt of interest corresponding to the relevant covered bonds. 

The mortgages that serve as collateral for the entitlements of the holders of covered bonds prevail over any 

real estate preferential claims. If the assets comprised in the cover pool are not enough to pay interest and 

principal under the covered bonds, the holders of covered bonds will then rank pari passu with unsecured 

creditors of the relevant Institution. 

The hedging contracts entered into by the Institution also form part of the cover pool and thus the relevant 

counterparties will also benefit from the special creditor privilege over such cover pool. Accordingly, 

these counterparties will have similar rights to those of the holders of the covered bonds and, consequently, 

their contracts are not expected to be called in case of insolvency of the Institution. 

Pursuant to the Covered Bonds Law, in the case of dissolution and winding-up of an Institution, a meeting 

of holders of all Series of covered bonds then outstanding may decide, by a 2/3 majority vote, to accelerate 

the covered bonds, in which case the administrator shall provide for the settlement of the estate allocated to 

the relevant issue in accordance with the provisions defined in the Covered Bonds Law and in the relevant 

terms and conditions that govern such issue. 

RISK-WEIGHTING & COMPLIANCE WITH EUROPEAN LEGISLATION  

Covered bonds issued in accordance with the Covered Bonds Law are in compliance with the requirements 

of article 52 para. 4 of the UCITS Directive as well as with Annex VI, Part 1, Paragraph 68 (a) to (f) of the 

Capital Requirements Directive. Accordingly, pursuant to Regulatory Notice 7/2006, a 10 per cent. risk-

weight shall be applied to covered bonds issued pursuant to the Covered Bonds Law. 
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TAXATION 

Portugal 

The following is a general description of certain Portuguese tax consequences of the acquisition and 

ownership of Covered Bonds. It does not purport to be an exhaustive description of all tax considerations 

that may be relevant to decide about the purchase of Covered Bonds. Notably, the following general 

discussion does not consider any specific facts or circumstances that may apply to a particular purchaser. 

This summary is based on the laws of Portugal currently in full force and effect and as applied on the date 

of this Base Prospectus, thus being subject to variation, possibly with retroactive or retrospective effect.  

Prospective purchasers of Covered Bonds are advised to consult their own tax advisers as to the tax 

consequences resulting from the purchase, ownership and disposition of Covered Bonds, including the 

effect of any state or local taxes, under the tax laws of Portugal and each country where they are, or deemed 

to be, residents. 

The economic advantages deriving from interests, amortisation or reimbursement premiums and other types 

of remuneration arising from Covered Bonds issued by private entities are qualified as investment income 

for Portuguese tax purposes. 

General Tax Regime on Debt Securities 

Interest and other types of investment income obtained on Covered Bonds by a Portuguese resident 

individual is subject to individual income tax. If the payment of interest or other investment income is made 

available to Portuguese resident individuals, withholding tax applies at a rate of 28 per cent., which is the 

final tax on that income unless the individual elects to include such income in his taxable income, subject to 

tax at progressive rates of up to 48 per cent. In the latter circumstance, an additional income tax will be due 

on the part of the taxable income exceeding €80,000 as follows: (i) 2.5 per cent. on the part of the taxable 

income exceeding €80,000 up to €250,000 and (ii) 5 per cent. on the remaining part (if any) of the taxable 

income exceeding €250,000; if the option of income aggregation is made, an additional surcharge at the rate 

of 3.5 per cent. will also be due over the amount that exceeds the annual amount of the monthly minimum 

guaranteed wage. In this case, the tax withheld is deemed a payment on account of the final tax due. 

Accrued interest qualifies as interest, rather than as capital gains, for tax purposes.  

Interest and other investment income paid or made available (colocado à disposição) to accounts in the 

name of one or more accountholders acting on behalf of one or more unidentified third parties is subject to a 

final withholding tax rate of 35 per cent., unless the relevant beneficial owner(s) of the income is/are 

identified and as a consequence the tax rates applicable to such beneficial owner(s) will apply. 

Capital gains obtained by Portuguese resident individuals on the transfer of Covered Bonds are taxed at a 

special tax rate of 28 per cent. levied on the positive difference between the capital gains and capital losses 

realised on the transfer of securities and derivatives of each year unless the individual elects to include such 

income in his taxable income, subject to tax at progressive rates of up to 48 per cent. In the latter 

circumstance, an additional income tax will be due on the part of the taxable income exceeding €80,000 as 



 

 

198 

follows: (i) 2.5 per cent. on the part of the taxable income exceeding €80,000 up to €250,000 and (ii) 5 per 

cent. on the remaining part (if any) of the taxable income exceeding €250,000; if the option of income 

aggregation is made, an additional surcharge at the rate of 3.5 per cent. will also be due over the amount that 

exceeds the annual amount of the monthly minimum guaranteed wage. Interest and other investment income 

derived from Covered Bonds and capital gains obtained with the transfer of Covered Bonds by legal persons 

resident for tax purposes in Portugal and by non-resident legal persons with a permanent establishment in 

Portugal to which the income or gains are attributable are included in their taxable income and are subject to 

corporate income tax rate at a rate of (i) 23 (twenty three) per cent. or (ii) if the taxpayer is a small or 

medium enterprise as established in Decree-Law no. 372/2007, of 6 November 2007, 17 (seventeen) per 

cent. for taxable profits up to €15,000 and 23 (twenty three) per cent. on profits in excess thereof to which 

may be added a municipal surcharge (derrama municipal) of up to 1.5 per cent. of its taxable income. 

Corporate taxpayers with a taxable income of more than €1,500,000 are also subject to State surcharge 

(derrama estadual) of (i) 3 (three) per cent. on the part of its taxable profits exceeding €1,500,000 up to 

€7,500,000, (ii) 5 (five) per cent. on the part of the taxable profits that exceeds €7,500,000 up to 

€35,000,000, and (iii) 7 (seven) per cent. on the part of the taxable profits that exceeds €35,000,000. 

The Portuguese State Budget Proposal for 2015 foresees a reduction of the general corporate income tax 

rate from 23 per cent. to 21 per cent., which, if approved by the Parliament, is expected to enter into force 

from 1 January 2015 onwards. 

As general rule, withholding tax at a rate of 25 per cent. applies on interest and other investment income, 

which is deemed a payment on account of the final tax due. Financial institutions resident or located in 

Portugal, pension funds, retirement and/or education savings funds, share savings funds, venture capital 

funds incorporated under the laws in Portugal and some exempt entities are not subject to Portuguese 

withholding tax. 

Investment income paid or made available (colocado à disposição) to accounts opened in the name of one 

or more resident accountholders or non-resident accountholders with a permanent establishment in Portugal 

acting on behalf of one or more unidentified third parties is subject to a final withholding tax rate of 35 per 

cent., unless the relevant beneficial owner(s) of the income is/are identified and as a consequence the tax 

rates applicable to such beneficial owner(s) will apply. 

Without prejudice to the special debt securities tax regime as described below, the general tax regime on 

debt securities applicable to non-resident entities without a permanent establishment in Portugal is the 

following: 

Interest and other types of investment income obtained by non-resident beneficial owners without a 

permanent establishment in Portugal to which the income is attributable is subject to withholding tax at a 

rate of 28 per cent. (in the case of individuals) or at a rate of 25 per cent. (in the case of legal persons), 

which is the final tax on that income. 

Investment income paid or made available to accounts opened in the name of one or more non-resident 

accountholders without a permanent establishment in Portugal acting on behalf of one or more unidentified 

third parties is subject to a final withholding tax rate of 35 per cent., unless the relevant beneficial owner(s) 

of the income is/are identified and as a consequence the tax rates applicable to such beneficial owner(s) will 
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apply. 

A withholding tax rate of 35 per cent. applies in case of investment income payments to individuals or 

companies domiciled in a “low tax jurisdictions” (Lista dos países, territórios e regiões com regimes de 

tributação privilegiada, claramente mais favoráveis) list approved by Ministerial Order no. 150/2004 of 13 

February, as amended by Ministerial Order no. 292/2011, of 8 November 2011. 

Under the domestic law the responsibility to withhold taxes arising from the interest payments of the 

Covered Bonds issued by resident entities for tax purposes belong to the registry or depositary entity, as the 

case may be. 

Under the tax treaties entered into by Portugal which are in full force and effect on the date of this 

Prospectus, the above withholding tax rates may be reduced to 15, 12, 10 or 5 per cent., depending on the 

applicable treaty and provided that the relevant formalities (including certification of residence by the tax 

authorities of the beneficial owners of the interest and other investment income) are met. The reduction may 

apply at source or through the refund of the excess tax. The forms currently applicable for these purposes 

may be available for viewing and downloading at www.portaldasfinancas.gov.pt. 

Capital gains obtained on the transfer of Covered Bonds by non-resident individuals without a permanent 

establishment in Portugal to which gains are attributable are exempt from Portuguese capital gains taxation. 

This exemption shall not apply if the beneficial owner is resident in a country, territory or region subject to 

a clearly more favourable tax regime included in the “low tax jurisdictions” list approved by Ministerial 

Order no. 150/2004 of 13 February, as amended by Ministerial Order no. 292/2011, of 8 November 2011 

(Lista dos países, territórios e regiões com regimes de tributação privilegiada, claramente mais favoráveis). 

Capital gains obtained by individuals that are not entitled to said exemption will be subject to taxation at a 

28 per cent. flat rate. Under the tax treaties entered into by Portugal, such gains are usually not subject to 

Portuguese personal income tax, but the applicable rules should be confirmed on a case by case basis. 

Accrued interest does not qualify as capital gains for tax purposes. 

Capital gains obtained on the disposal of Covered Bonds by a legal person non-resident in Portugal for tax 

purposes and without a permanent establishment in Portugal to which gains are attributable are exempt from 

Portuguese capital gains taxation. This exemption shall not apply if the beneficial owner is more than 25 per 

cent. directly or indirectly held by Portuguese resident entities or if the beneficial owner is resident in a 

country, territory or region subject to a clearly more favourable tax regime included in the “low tax 

jurisdictions” list approved by Ministerial Order no. 150/2004 of 13 February, as amended by Ministerial 

Order no. 292/2011, of 8 November 2011 (Lista dos países, territórios e regiões com regimes de tributação 

privilegiada, claramente mais favoráveis). If the exemption does not apply, the gains will be subject to 

corporate income tax at a rate of 25 per cent. Under the tax treaties entered into by Portugal, such gains are 

usually not subject to Portuguese tax, but the applicable rules should be confirmed on a case by case basis. 

Special debt securities tax regime  

Pursuant to Decree-Law no. 193/2005, of 7 November 2005, as amended from time to time (“Decree-Law 

193/2005”), investment income paid on, as well as capital gains derived from a sale or other disposition of 

the Covered Bonds, to non-Portuguese resident beneficial owners will be exempt from Portuguese income 
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tax provided the debt securities are integrated in (i) a centralised system for securities managed by an entity 

resident for tax purposes in Portugal (such as the CVM managed by Interbolsa), or (ii) an international 

clearing system operated by a managing entity established in a member state of the EU other than Portugal 

or in a European Economic Area Member State provided, in this case, that such State is bound to cooperate 

with Portugal under an administrative cooperation arrangement in tax matters similar to the exchange of 

information schemes in relation to tax matters existing within the EU Member States or (iii) integrated in 

other centralised systems not covered above provided that, in this last case, the Portuguese Government 

authorises the application of the Decree-Law 193/2005, and the beneficiaries are: 

(i) central banks or governmental agencies; or  

(ii) international bodies recognised by the Portuguese State; or 

(iii) entities resident in countries or jurisdictions with whom Portugal has a double tax treaty in force or a 

tax information exchange agreement; or  

(iv) other entities without headquarters, effective management or a permanent establishment in the 

Portuguese territory to which the relevant income is attributable and which are not domiciled in a 

blacklisted jurisdiction as set out in the Ministerial Order no. 150/2004, as amended. 

However, for purposes of application at source of this tax exemption regime, Decree-Law 193/2005 

requires completion of certain procedures and the provision of certain information. Under these procedures 

(which are aimed at verifying the non-resident status of the Noteholder), the Noteholder is required to hold 

the Covered Bonds through an account with one of the following entities:  

(i) a direct registered entity, which is the entity with which the debt securities accounts that are 

integrated in the centralised system are opened; 

(ii) an indirect registered entity, which, although not assuming the role of the “direct registered entities”, 

is a client of the latter; or  

(iii) an international clearing system, which is an entity that proceeds, in the international market, to clear, 

settle or transfer securities which are integrated in centralised systems or in their own registration 

systems. 

Direct registered entities are required, for the purposes of Decree-Law 193/2005, to register the Noteholders 

in one of two accounts: (i) an exempt account or (ii) a non-exempt account. 

(c) Domestic Clearing Covered Bonds 

Registration of the Covered Bonds in the exempt account is crucial for the exemption to apply. For this 

purpose, the registration of the non-resident Noteholders in an exempt account, allowing application of the 

exemption upfront, requires evidence of the non-resident status, to be provided by the Noteholder to the 

direct registered entity prior to the relevant date for payment of interest and to the transfer of Covered 

Bonds, as follows: 
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(i) if the Noteholder is a central bank, an international body recognised as such by the Portuguese State, 

or a public law entity and respective agencies, a declaration issued by the beneficial owner of the 

Covered Bonds itself duly signed and authenticated, or proof of non residence pursuant to (iv) below. 

The respective proof of non-residence in Portugal is provided once, its periodical renewal not being 

necessary and the beneficial owner should inform the direct register entity immediately of any 

change in the requisite conditions that may prevent the tax exemption from applying; 

(ii) if the Noteholder is a credit institution, a financial company, a pension fund or an insurance company 

domiciled in any OECD country or in a country with which Portugal has entered into a double 

taxation treaty, certification shall be made by means of the following: (A) its tax identification 

official document; or (B) a certificate issued by the entity responsible for such supervision or 

registration, or by tax authorities, confirming the legal existence of the beneficial owner of the 

Covered Bonds and its domicile; or (C) proof of non residence pursuant to (iv) below. The respective 

proof of non-residence in Portugal is provided once, its periodical renewal not being necessary and 

the beneficial owner should inform the direct register entity immediately of any change in the 

requisite conditions that may prevent the tax exemption from applying; 

(iii) if the Noteholder is an investment fund or other collective investment scheme domiciled in any 

OECD country or in a country with which Portugal has entered into a double tax treaty in force or a 

tax information exchange agreement in force, it shall make proof of its non-resident status by 

providing any of the following documents: (a) a declaration issued by the entity responsible for its 

supervision or registration or by the relevant tax authority, confirming its legal existence, domicile 

and law of incorporation; or (b) proof of non-residence pursuant to the terms of paragraph (iv) below; 

The respective proof of non-residence in Portugal is provided once, its periodical renewal not being 

necessary and the beneficial owner should inform the direct register entity immediately of any 

change in the requisite conditions that may prevent the tax exemption from applying; 

(iv) other investors will be required to make proof of their non-resident status by way of: (a) a certificate 

of residence or equivalent document issued by the relevant tax authorities; (b) a document issued by 

the relevant Portuguese Consulate certifying residence abroad; or (c) a document specifically issued 

by an official entity which forms part of the public administration (either central, regional or 

peripheral, indirect or autonomous) of the relevant country. The Noteholder must provide an original 

or a certified copy of such documents and, as a rule, if such documents do not refer to a specific year 

and do not expire, they must have been issued within the three years prior to the relevant payment or 

maturity dates or, if issued after the relevant payment or maturity dates, within the following three 

months. The Noteholder must inform the registering entity immediately of any change in the 

requirement conditions that may eliminate the tax exemption.  

(d) Internationally Cleared Covered Bonds 

Pursuant to the requirements set forth in the tax regime, if the Covered Bonds are registered in an account 

held by an international clearing system operated by a managing entity, the latter shall transmit, on each 

interest payment date and each relevant redemption date, to the direct register entity or to its representative, 

and with respect to all accounts under its management, the identification and quantity of securities, as well 
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as the amount of income, and, when applicable, the amount of tax withheld, segregated by the following 

categories of beneficiaries: 

a) entities with residence, headquarters, effective management or permanent establishment to 

which the income would be imputable and which are non-exempt and subject to withholding; 

b) entities which have residence in country, territory or region with a more favourable tax regime, 

included in the Portuguese “blacklist” (countries and territories listed in Ministerial Order no. 

150/2004) and which are non-exempt and subject to withholding; 

c) entities with residence, headquarters, effective management or permanent establishment to 

which the income would be imputable, and which are exempt or not subject to withholding; 

d) other entities which do not have residence, headquarters, effective management or permanent 

establishment to which the income generated by the securities would be imputable. 

On each interest payment date and each relevant redemption date, the following information with respect to 

the beneficiaries that fall within the categories mentioned in paragraphs (a), (b) and (c) above, should also 

be transmitted: 

(a) name and address; 

(b) tax identification number (if applicable); 

(c) identification and quantity of the securities held; and 

(d) amount of income generated by the securities. 

If the conditions for the exemption to apply are met, but, due to inaccurate or insufficient information, tax 

was withheld, a special refund procedure is available under the special regime approved by Decree-law 

193/2005, as amended from time to time. The refund claim is to be submitted to the direct register entity of 

the Covered Bonds within 6 months from the date the withholding took place. A special tax form for these 

purposes was approved by Order (“Despacho”) no. 2937/2014, published in the Portuguese Official 

Gazette, second series, no. 37, of 21 February 2014, issued by the Portuguese Minister Secretary of State 

and Tax Matters (currently Secretário de Estado e Assuntos Fiscais) and may be available at 

www.portaldasfinancas.gov.pt.  

The refund of withholding tax after the above six-month period is to be claimed from the Portuguese tax 

authorities within two years, starting from the term of the year in which the withholding took place. 

EU Savings Directive 

Under EC Council Directive 2003/48/EC on the taxation of savings income (the “Savings Directive”), each 

Member State is required to provide to the tax authorities of another Member State details of payments of 

interest or other similar income (to this effect, similar income includes, inter alia, payments on redemption 

of the Covered Bonds representing any discount on the issue of the Covered Bonds or any premium payable 

http://www.portaldasfinancas.gov.pt/


 

 

203 

on redemption) paid by a person within its jurisdiction to, or collected by such a person for, an individual 

resident in that other Member State of the EU. However, for a transitional period, Luxembourg and Austria 

are instead required (unless during that period they elect otherwise) to operate a withholding system in 

relation to such payments (the ending of such transitional period  being dependent upon conclusion of 

certain other agreements relating to information exchange with certain other countries). The Luxembourg 

Government has recently announced its intention to abolish the transitional period foreseen in the Savings 

Directive, and to introduce automatic exchange of information on 1 January 2015. 

A number of non-EU countries and territories including Switzerland have adopted similar measures (a 

withholding system in the case of Switzerland).  

On 24 March 2014, the Council of the European Union adopted a Council Directive amending and 

broadening the scope of the requirements described above. Member States are required to adopt and publish 

until 1 January 2016 the required legislative and administrative measures, and such measures shall be 

applied by no later than 1 January 2017. The changes will expand the range of payments covered by the 

Directive, in particular to include additional types of income payable on securities. The Directive will also 

expand the circumstances in which payments that indirectly benefit an individual resident in a Member State 

must be reported. This approach will apply to payments made to, or secured for, persons, entities or legal 

arrangements (including trusts) where certain conditions are satisfied, and may in some cases apply where 

the person, entity or arrangement is established or effectively managed outside of the European Union. 

If a payment were to be made or collected through a Member State which has opted for a withholding 

system and an amount of, or in respect of, tax were to be withheld from that payment, neither the Issuer nor 

any Paying Agent nor any other person would be obliged to pay additional amounts with respect to any 

Covered Bond as a result of the imposition of such withholding tax. The Issuer is be required to maintain a 

Paying Agent in a Member State that is not obliged to withhold or deduct tax pursuant to the Savings 

Directive. 

Portugal has implemented the above Savings Directive on taxation of savings income into the Portuguese 

law through Decree-Law 62/2005, of 11 March, 2005, as amended by Law no. 39-A/2005, of 29 July and 

Law no. 37/2010, of 2 September. 

Foreign Account Tax Compliance Act 

FATCA imposes a new reporting regime and potentially a 30% withholding tax with respect to certain 

payments to any non-U.S. financial institution (a foreign financial institution, or FFI (as defined by 

FATCA)) that does not become a Participating FFI by entering into an agreement with the U.S. Internal 

Revenue Service (IRS) to provide the IRS with certain information in respect of its account holders and 

investors or is not otherwise exempt from or in deemed compliance with FATCA.  The Issuer is classified 

as a FFI. 

The new withholding regime has been phased in beginning 1 July 2014 for payments from sources within 

the United States and will apply to foreign passthru payments (a term not yet defined) no earlier than 1 

January 2017.  This withholding applies to payments in respect of any Covered Bonds that are issued on or 

after the “grandfathering date”, which is the later of (a) 1 July 2014 and (b) the date that is six months after 
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the date on which final U.S. Treasury regulations defining the term foreign passthru payment are filed with 

the Federal Register, or which are materially modified on or after the grandfathering date.  If Notes are 

issued before the grandfathering date, and additional Notes of the same series are issued on or after that 

date, the additional Notes may not be treated as grandfathered, which may have negative consequences for 

the existing Notes, including a negative impact on market price. 

The United States and a number of other jurisdictions have announced their intention to negotiate 

intergovernmental agreements to facilitate the implementation of FATCA (each, an IGA).  Pursuant to 

FATCA and the “Model 1” and “Model 2” IGAs released by the United States, an FFI in an IGA signatory 

country could be treated as a Reporting FI not subject to withholding under FATCA on any payments it 

receives.  Further, an FFI in a Model 1 IGA jurisdiction would generally not be required to withhold under 

FATCA or an IGA (or any law implementing an IGA) (any such withholding being FATCA Withholding) 

from payments it makes.  The Model 2 IGA leaves open the possibility that a Reporting FI might in the 

future be required to withhold as a Participating FFI on foreign passthru payments.  Under each Model IGA, 

a Reporting FI would still be required to report certain information in respect of its account holders and 

investors to its home government or to the IRS.   

If the Issuer becomes a Participating FFI under FATCA, the Issuer and financial institutions through which 

payments on the Notes are made may be required to withhold FATCA Withholding if any FFI through or to 

which payment on such Notes is made is not a Participating FFI, a Reporting FI, or otherwise exempt from 

or in deemed compliance with FATCA.  

It is expected that FATCA will not affect the amount of any payments made under, or in respect of, the 

Notes by the Issuer and any Paying Agent, given that each of the entities in the payment chain beginning 

with the Issuer and ending with the CSD is a major financial institution whose business is dependent on 

compliance with FATCA and that any alternative approach introduced under an IGA will be unlikely to 

affect the Notes.   

FATCA is particularly complex and its application is uncertain at this time. The above description is 

based in part on regulations, official guidance and model IGAs, all of which are subject to change or 

may be implemented in a materially different form.  Prospective investors should consult their tax 

advisers on how these rules may apply to the Issuer and to payments they may receive in connection 

with the Notes. 

TO ENSURE COMPLIANCE WITH IRS CIRCULAR 230, EACH TAXPAYER IS HEREBY 

NOTIFIED THAT: (A) ANY TAX DISCUSSION HEREIN IS NOT INTENDED OR WRITTEN TO 

BE USED, AND CANNOT BE USED BY THE TAXPAYER FOR THE PURPOSE OF AVOIDING 

U.S. FEDERAL INCOME TAX PENALTIES THAT MAY BE IMPOSED ON THE TAXPAYER; 

(B) ANY SUCH TAX DISCUSSION WAS WRITTEN TO SUPPORT THE PROMOTION OR 

MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED HEREIN; AND (C) THE 

TAXPAYER SHOULD SEEK ADVICE BASED ON THE TAXPAYER’S PARTICULAR 

CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISER. 
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The Proposed Financial Transaction Tax 

The European Commission has published a proposal for a Directive for a common financial transaction tax 

(FTT) in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal, Slovenia and 

Slovakia (the participating Member States).  

The proposed FTT has very broad scope and could, if introduced in its current form, apply to certain 

dealings in Notes (including secondary market transactions) in certain circumstances.  The issuance and 

subscription of Notes should, however, be exempt. 

Under current proposals the FTT could apply in certain circumstances to persons both within and outside of 

the participating Member States. Generally, it would apply to certain dealings in Notes where at least one 

party is a financial institution, and at least one party is established in a participating Member State. A 

financial institution may be, or be deemed to be, “established” in a participating Member State in a broad 

range of circumstances, including (a) by transacting with a person established in a participating Member 

State or (b) where the financial instrument which is subject to the dealings is issued in a participating 

Member State. 

The FTT proposal remains subject to negotiation between the participating Member States and is the subject 

of legal challenge.  It may therefore be altered prior to any implementation, the timing of which remains 

unclear. Additional EU Member States may decide to participate. Prospective holders of Notes are advised 

to seek their own professional advice in relation to the FTT. 
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SUBSCRIPTION AND SALE AND SECONDARY MARKET ARRANGEMENTS 

The Dealers have, in the Programme Agreement dated 23 November 2006 (as supplemented, or replaced by 

a new programme agreement relating to this Covered Bonds Programme, from time to time), agreed with 

the Issuer a basis upon which they or any of them may from time to time agree to purchase Covered Bonds. 

Any such agreement will extend to those matters stated under “Form of the Covered Bonds and Interbolsa” 

and “Terms and Conditions of the Covered Bonds”. In the Programme Agreement, the Issuer has agreed to 

reimburse the Dealers for certain of their expenses in connection with the establishment and any future 

supplement of the Programme and the issue of Covered Bonds under the Programme and to indemnify the 

Dealers against certain liabilities incurred by them in connection therewith. 

The following restrictions may be amended or supplemented in the relevant Final Terms. 

United States 

The Covered Bonds have not been and will not be registered under the US Securities Act, and may not be 

offered or sold within the United States or to, or for the account or benefit of, U.S. persons except pursuant 

to an exemption from or in a transaction not subject to the registration requirements of the US Securities 

Act. The Covered Bonds are initially being offered and sold only outside the United States in reliance on 

Regulation S under the US Securities Act. Terms used in this paragraph and the following paragraph have 

the meanings given to them by Regulation S under the US Securities Act. 

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be 

required to represent and agree, that it will not offer or sell any Covered Bonds (i) as part of their 

distribution at any time or (ii) otherwise until 40 days after the completion of the distribution, as determined 

and certified by the relevant Dealer or, in the case of an issue of Covered Bonds on a syndicated basis, the 

relevant lead manager, of all Covered Bonds of the Tranche of which such Covered Bonds are a part, except 

in accordance with Rule 903 of Regulation S under the US Securities Act. Accordingly, each Dealer has 

represented and agreed, and each further Dealer appointed under the Programme will be required to 

represent and agree, that neither it, its affiliates nor any persons acting on its or their behalf have engaged or 

will engage in any directed selling efforts with respect to any Covered Bonds, and that it and they have 

complied and will comply with the offering restrictions requirement of Regulation S. Each Dealer has 

agreed, and each further Dealer appointed under the Programme will be required to agree, that, at or prior to 

confirmation of sale of Covered Bonds, it will have sent to each distributor, dealer or person receiving a 

selling concession, fee or other remuneration that purchases Covered Bonds from it during the distribution 

compliance period a confirmation or notice to substantially the following effect:  

“The Securities covered hereby have not been registered under the U.S. US Securities Act of 1933, as 

amended (the “US Securities Act”), and may not be offered or sold within the United States or to, or 

for the account or benefit of, U.S. persons (i) as part of their distribution at any time or (ii) otherwise 

until 40 days after the completion of the distribution of the Securities as determined and certified by 

the relevant Dealer, in the case of a non-syndicated issue, or the Lead Manager, in the case of a 

syndicated issue, and except in either case in accordance with Regulation S under the US Securities 
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Act.  Terms used above have the meanings given to them by Regulation S.” 

In addition, until 40 days after the commencement of the offering of any Series of Covered Bonds, an offer 

or sale of such Covered Bonds within the United States by any dealer (whether or not participating in the 

offering) may violate the registration requirements of the US Securities Act if such offer or sale is made 

otherwise than in accordance with an available exemption from registration under the US Securities Act. 

Japan 

The Covered Bonds have not been and will not be registered under the Financial Instruments and Exchange 

Act of Japan (Act no. 25 of 1948, as amended; the “FIEA”) and, accordingly, each Dealer has represented 

and agreed, and each further Dealer appointed under the Programme will be required to represent and agree, 

that it will not offer or sell any Covered Bonds, directly or indirectly, in Japan to, or for the benefit of, a 

resident in Japan, as defined under Item 5, Paragraph 1, Article 6 of the Foreign Exchange and Foreign 

Trade Act (Act no. 228 of 1949, as amended), or to others for re-offering or re-sale, directly or indirectly, in 

Japan to, or for the benefit of, a resident in Japan except pursuant to an exemption from the registration 

requirements of, and otherwise in compliance with the FIEA and any other applicable laws, regulations and 

ministerial guidelines of Japan. 

United Kingdom 

Each Dealer represents, warrants and agrees that: 

(a) it has only communicated or caused to be communicated and will only communicate or cause to be 

communicated any invitation or inducement to engage in investment activity (within the meaning of 

section 21 of the Financial Services and Markets Act 2000 (the “FSMA”) received by it in 

connection with the issue or sale of any Covered Bonds in circumstances in which section 21(1) of 

the FSMA does not apply to the Issuer; and 

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything 

done by it in relation to such Covered Bonds in, from or otherwise involving the United Kingdom. 

Italy 

The offering of Covered Bonds has not been registered with the Commissione nazionale per le Società e la 

Borsa (“CONSOB”) pursuant to Italian securities legislation and, accordingly, each Dealer has represented 

and agreed and each further Dealer appointed under the Programme will be required to represent and agree, 

that, save as set out below, it has not made and will not make an offer of any Covered Bonds to the public in 

the Republic of Italy, and that sales of the Covered Bonds in the Republic of Italy shall be effected in 

accordance with all Italian securities, tax and exchange control and other applicable laws and regulations; in 

particular, no Covered Bonds may be offered, sold or delivered, nor copies of the Base Prospectus or of any 

other document relating to any Covered Bonds may be distributed in the Republic of Italy, except: 

(i) to qualified investors (investitori qualificati), as defined pursuant to Article 100 of Legislative Decree 

No. 58 of February 1998, as amended (the “Financial Services Act”) and Article 34-ter, paragraph 1 
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(letter b) of CONSOB Regulation No. 11971 of 14 May 1999, as amended (“Regulation No. 

11971”); or 

(ii) in any other circumstances which are exempted from the rules on public offerings pursuant to Article 

100 of the Financial Services Act and Article 34-ter of Regulation No. 11971. 

Any offer, sale or delivery of the Covered Bonds or distribution of copies of this Base Prospectus or any 

other document relating to the Covered Bonds in the Republic of Italy under (i) or (ii) above must be: 

(a) made by an investment firm, bank or financial intermediary permitted to conduct such activities in 

the Republic of Italy in accordance with the Financial Law, CONSOB Regulation No. 16190 of 29 

October 2007, as amended, and Legislative Decree No. 385 of 1 September 1993, as amended (the 

“Banking Act”); 

(b) in compliance with Article 129 of the Banking Act, as amended, and the implementing guidelines of 

the Bank of Italy, as amended, pursuant to which the Bank of Italy may request information on the 

issue or the offer of securities in the Republic of Italy;  and 

(c) in compliance with any other applicable laws and regulations or requirement imposed by CONSOB 

or other Italian authority. 

Public Offer Selling Restrictions under the Prospectus Directive 

In relation to each Member State of the European Economic Area which has implemented the Prospectus 

Directive (each, a “Relevant Member State”), each Dealer represents, warrants and agrees, and each 

further Dealer appointed under the Programme will be required to represent and agree, that with effect from 

and including the date on which the Prospectus Directive is implemented in that Relevant Member State 

(the “Relevant Implementation Date”) it has not made and will not make an offer of Covered Bonds 

which are subject of the offering contemplated by this Base Prospectus as completed by the Final Terms in 

relation thereto to the public in that Relevant Member State except that it may, with effect from and 

including the Relevant Implementation Date, make an offer of such Covered Bonds to the public in that 

Relevant Member State: 

(a) at any time to any legal entity which is a qualified investor as defined in the Prospectus Directive; 

(b) at any time to fewer than 150 natural or legal persons (other than qualified investors as defined in 

the Prospectus Directive), subject to obtaining the prior consent of the relevant Dealer or Dealers 

nominated by the Issuer for any such offer; or 

(c) at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive, 

provided that no such offer of Covered Bonds referred to in (a) to (c) above shall require the Issuer or any 

Dealer to publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus 

pursuant to Article 16 of the Prospectus Directive. 

For the purposes of this provision, the expression an “offer of Covered Bonds to the public” in relation to 



 

 

209 

any Covered Bonds in any Relevant Member State means the communication in any form and by any means 

of sufficient information on the terms of the offer and the Covered Bonds to be offered so as to enable an 

investor to decide to purchase or subscribe for the Covered Bonds, as the same may be varied in that 

Member State by any measure implementing the Prospectus Directive in that Member State and the 

expression “Prospectus Directive” means Directive 2003/71/EC (and amendments thereto, including the 

2010 PD Amending Directive, to the extent implemented by the Relevant Member State) and includes any 

relevant implementing measure in the Relevant Member State, and the expression “2010 PD Amending 

Directive” means Directive 2010/73/EU of the European Parliament and of the Council of 24 November 

2010. 

Portugal 

In relation to the Covered Bonds, each Dealer represents and agrees with the Issuer, and each further Dealer 

appointed under the Programme will be required to represent and agree, that, except as permitted by the 

Programme Agreement: (i) it has not directly or indirectly taken any action or offered, advertised, marketed, 

invited to subscribe, gathered investment intentions, sold or delivered and will not directly or indirectly take 

any action, offer, advertise, market, invite to subscribe, gather investment intentions, sell, re-sell, re-offer or 

deliver any Covered Bonds in circumstances which could qualify as a public offer (“oferta pública”) of 

securities pursuant to the Portuguese Securities Code and other applicable securities legislation and 

regulations, notably in circumstances which could qualify as a public offer addressed to individuals or 

entities resident in Portugal or having permanent establishment located in Portuguese territory, as the case 

may be; (ii) all offers, sales and distributions by it of the Covered Bonds have been and will only be made in 

Portugal in circumstances that, pursuant to the Portuguese Securities Code, qualify as a private placement of 

Covered Bonds only (“oferta particular”); (iii) it has not distributed, made available or caused to be 

distributed and will not distribute, make available or cause to be distributed the Base Prospectus or any 

other offering material relating to the Covered Bonds to the public in Portugal; (iv) if the Covered Bonds 

are subject to a private placement addressed exclusively to qualified investors (“investidores qualificados”), 

such private placement will be considered as a private placement of securities pursuant to the Portuguese 

Securities Code; (v) private placements addressed by companies open to public investment (“sociedades 

abertas”) or by companies issuing securities listed on a regulated market shall be notified to the CMVM for 

statistic purposes; (vi) it will comply with all applicable provisions of the Portuguese Securities Code and 

any applicable CMVM Regulations and all relevant Portuguese laws and regulations, in any such case that 

may be applicable to it in respect of any offer or sale of Covered Bonds by it in Portugal or to individuals or 

entities resident in Portugal or having permanent establishment located in Portuguese territory, as the case 

may be; notably, each Dealer has represented and agreed that it shall at all times comply with all applicable 

laws and regulations in force in Portugal, including (without limitation) the Portuguese Securities Code, the 

CMVM Regulations and the Prospectus Regulation, regarding the placement of any Covered Bonds in 

Portugal or to individuals or entities resident in Portugal or having permanent establishment located in 

Portuguese territory, as the case may be, including the publication of a Base Prospectus, when applicable, 

and that such placement shall only be authorised and performed to the extent that there is full compliance 

with such laws and regulations. 
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General 

These selling restrictions may be modified by the agreement of the Issuer and the Dealers following a 

change in a relevant securities law, regulation or directive. 

No action has been taken in any jurisdiction that would permit a public offering of any of the Covered 

Bonds, or possession or distribution of the Base Prospectus or any other offering material or any Final 

Terms, in any country or jurisdiction where action for that purpose is required. 

Each Dealer has agreed that it will (to the best of its knowledge and belief) comply with all applicable 

securities laws, and regulations in force in any jurisdiction in which it purchases, offers, sells or delivers 

Covered Bonds or possesses or distributes the Base Prospectus, any other offering material or any Final 

Terms and neither the Issuer nor any of the other Dealers shall have any responsibility therefore. 

None of the Issuer and the Dealers represents that the Covered Bonds may at any time lawfully be sold in 

compliance with any applicable registration or other requirements in any jurisdiction, or pursuant to any 

exemption available thereunder, or assumes any responsibility for facilitating such sale. 

Secondary Market Arrangements 

The Issuer may enter into agreements with Dealers or other persons in relation to a Tranche or Series of 

Covered Bonds whereby such Dealers may agree to provide liquidity in those Covered Bonds through bid 

and offer rate arrangements. The relevant Dealers or relevant persons in such agreements may agree to 

quote bid and offer prices for the relevant Covered Bonds at such rates and in such sizes as are specified in 

the relevant agreement and the provision of such quotes may be subject to other conditions as set out in the 

relevant agreement. Not all issues of Covered Bonds under the Programme will benefit from such 

agreements. A description of the main terms of any such agreements and the names and addresses of the 

relevant Dealers or other persons who are party to such will be disclosed in the applicable Final Terms for 

the relevant Covered Bonds. 
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GENERAL INFORMATION 

Authorisation 

The original establishment of the Programme was duly authorised by a resolution of the Board of Directors 

of the Issuer dated 31 October 2006, and the Programme has been subsequently updated by duly 

authorisations of the Issuer relevant management body, the last update having been duly authorised by a 

resolution of the Executive Committee of the Issuer dated 1 October 2014, in accordance with the 

provisions of the Covered Bonds Law. 

Listing 

Application has been made to Euronext for the admission of Covered Bonds issued under the Programme to 

trading on the regulated market Euronext Lisbon. 

Interbolsa 

The Covered Bonds have been accepted for settlement through Interbolsa. The appropriate common code (if 

applicable) and ISIN for each Tranche of Covered Bonds will be specified in the relevant Final Terms. If 

the Covered Bonds are to clear through an additional or alternative clearing system the appropriate 

information will be specified in the relevant Final Terms. 

Conditions for Determining Price 

The price and amount of Covered Bonds to be issued under the Programme will be determined by the Issuer 

and the relevant Dealer(s) at the time of issue in accordance with prevailing market conditions. 

Significant or Material Change 

There has been no significant change in the financial or trading position of the Issuer since 31 December 

2013 and there has been no material adverse change in the financial position or prospects of the Issuer since 

31 December 2013. 

Litigation 

There have been no governmental, legal or arbitration proceedings (including any proceedings which are 

pending or threatened of which the Issuer is aware) during the 12 months preceding the date on which this 

Base Prospectus was approved, which may have or have had in the recent past a significant effect on the 

Issuer’s or CGD Group’s financial position or profitability. 

Accounts 

The auditor of the Issuer is Deloitte & Associados – SROC, S.A. (“Deloitte”), (which is a member of the 

Portuguese Institute of Statutory Auditors (“Ordem dos Revisores Oficiais de Contas”), registered with the 

CMVM with registration number 231, with registered office at Edifício Atrium Saldanha, Praça Duque de 

Saldanha, 1 – 6
th
, 1050-094, Lisboa, who has audited the Issuer’s consolidated accounts in accordance with 
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IFRS and the individual accounts of the Issuer in accordance with the Adjusted Accounting Standards 

(“Normas de Contabilidade Ajustadas – NCA”) established by the Bank of Portugal for each of the two 

financial years ended on 31 December 2012 and 31 December 2013. 

Documents Available 

Copies of the following documents will, when published, be available for inspection at and may be obtained 

free of charge from the registered office of the Issuer and from the specified offices of the Common 

Representative and the Paying Agents for the time being: 

(a) the constitutional documents (including the by-laws together with an English translation thereof) of 

the Issuer; 

(b) the audited consolidated financial statements of the Issuer (together with an English translation 

thereof) in respect of the financial years ended 31 December 2012 and 31 December 2013; 

(c) the most recently published audited annual financial statements of the Issuer and the most recently 

published unaudited interim financial statements (if any) of the Issuer (together with an English 

translation thereof); 

(d) the Programme Agreement (as more recently amended and restated) and the Agency and Payments 

Procedures (as more recently amended and restated) originally dated 23 November 2006; 

(e) the Common Representative Appointment Agreement (as more recently amended and restated) 

originally dated 23 November 2006; 

(e) this Base Prospectus, and any supplement thereto; 

(f) any relevant Final Terms (save that Final Terms relating to Covered Bonds which are neither 

admitted to trading on a regulated market in the EEA nor offered in the EEA in circumstances where 

a prospectus is required to be published under the Prospectus Directive will only be available for 

inspection by a holder of such Covered Bonds and such holder must produce evidence satisfactory to 

the Issuer or the relevant Paying Agent as to its holding of Covered Bonds and identity); and 

(g) the base prospectus dated 17 October 2013 and the supplement thereto dated 3 January 2014 and any 

other documents incorporated herein or therein by reference. 

Electronic copy of this Base Prospectus 

Electronic copies of this Base Prospectus (and any supplements thereto) are available from the official 

website of the Issuer (www.cgd.pt) and the official website of the CMVM (www.cmvm.pt). 

Post-issuance information 

Any information which the Issuer is required by law or regulation to provide in relation to itself or securities 

issued by it, including the Covered Bonds, will be made available at www.cmvm.pt. 

http://www.cmvm.pt/
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Stabilising Manager 

In connection with the issue of any Tranche (as defined in General Description of the Programme), the 

Dealer or Dealers (if any) named as the stabilising manager(s) (the “Stabilising Manager(s)”) (or persons 

acting on behalf of any Stabilising Manager(s)) in the applicable Final Terms may over-allot Covered 

Bonds or effect transactions with a view to supporting the market price of the Covered Bonds at a level 

higher than that which might otherwise prevail. However, there is no assurance that the Stabilising 

Manager(s) (or persons acting on behalf of a Stabilising Manager) will undertake any stabilisation action. 

Any stabilisation action may begin on or after the date on which adequate public disclosure of the terms of 

the offer of the relevant Tranche is made and, if begun, may be ended at any time, but it must end no later 

than the earlier of 30 days after the issue date of the relevant Tranche and 60 days after the date of the 

allotment of the relevant Tranche. Any stabilisation action or over-allotment must be conducted by the 

relevant Stabilising Manager(s) (or person(s) acting on behalf of any Stabilising Manager(s)) in accordance 

with all applicable laws and rules. 

Rating 

Certain Series of Covered Bonds to be issued under this Base Prospectus may be rated or unrated. Where an 

issue of Covered Bonds is rated, such rating will be specified in the relevant Final Terms. A rating is not a 

recommendation to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at 

any time by the assigning rating agency. Whether or not each credit rating applied for in relation to a 

relevant Series of Covered Bonds will be issued by a credit rating agency established in the European Union 

and registered under Regulation (EC) No. 1060/2009 as amended by Regulation (EU) No. 513/2011 of the 

European Parliament and the Council and by Regulation (EU) No. 462/2013 of the European Parliament 

and the Council (the “CRA Regulation”)) will be disclosed in the Final Terms. 
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DEFINITIONS  

In this Base Prospectus, the following defined terms have the meanings set out below: 

“Acceleration Notice” means a notice served on the Issuer pursuant to Condition 9 (Events of Default and 

Enforcement). 

“Accounts Bank” means Caixa Geral de Depósitos, S.A., with head office at Av. João XXI, no. 63, 1000-

300 Lisboa. 

“Additional Security” means any other encumbrances or guarantees the benefit of which is vested in the 

Issuer as security for the repayment of a Mortgage Credit 

“Agency and Payments Procedures” means the set of agency and payments procedures (such agency and 

payments procedures as amended and/or supplemented and/or restated from time to time) dated 23 

November 2006 and made and agreed by Caixa Geral de Depósitos, S.A. (acting in its capacity as Agent, 

which expression shall include any successor) and by any subsequent agent, paying agent, transfer agent, 

agent bank and/or registrar appointed by the Issuer. 

“Agent” means Caixa Geral de Depósitos, S.A., with its head office at Av. João XXI, no. 63, 1000-300 

Lisboa. 

“Arranger” means Barclays Bank PLC and any other entity appointed as an arranger for the Programme 

and references in this Agreement to the Arranger shall be references to the relevant Arranger. 

“Auditor” means Deloitte & Associados – SROC, S.A., member of the Portuguese Institute of Statutory 

Auditors (“Ordem dos Revisores Oficiais de Contas”), registered with the CMVM with registration number 

231, with registered office at Edifício Atrium Saldanha, Praça Duque de Saldanha, 1 – 6
th
, 1050-094, 

Lisboa. 

“Bank of Portugal Regulatory Notices” means the secondary legislation passed by the Bank of Portugal 

regulating certain aspects of the Covered Bonds Law, Regulatory Notice 5/2006, Regulatory Notice 6/2006, 

Instruction 13/2006, Regulatory Notice 7/2006 and Regulatory Notice 8/2006 and any applicable regulatory 

notices which may be issued in the future. 

“Base Prospectus” means this base prospectus dated 24 October 2014, prepared in connection with the 

Programme. 

“Bearer Covered Bonds” means any Covered Bonds in bearer (ao portador) form issued. 

“Business Day” means a day which is both: (i) a day on which commercial banks and foreign exchange 

markets settle payments and are open for general business (including dealing in foreign exchange and 

foreign currency deposits) in London and Lisbon and any Additional Business Centre(s) specified in the 

applicable Final Terms; and (ii) either (1) in relation to any sum payable in a Specified Currency other than 

euro, a day on which commercial banks and foreign exchange markets settle payments and are open for 
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general business (including dealing in foreign exchange and foreign currency deposits) in the principal 

financial centre of the country of the relevant Specified Currency (if other than London and Lisbon and any 

Additional Business Centre(s)) or (2) in relation to any sum payable in euro, a day on which the TARGET 

System is open. 

“Capital Requirements Directive” comprises Directive 2006/48/EC of the European Parliament and of the 

Council of 14 June 2006 relating to the taking up and pursuit of the business of credit institutions (recast), 

as amended, and Directive 2006/49/EC of the European Parliament and of the Council of 14 June 2006 on 

the capital adequacy of investment firms and credit institutions (recast), as amended. 

“Central de Valores Mobiliários” means the Portuguese Centralised System of Registration of Securities. 

“CGD” means Caixa Geral de Depósitos, S.A.. 

“CGD Group” means the Issuer and its consolidated subsidiaries. 

“Clearstream, Luxembourg” means Clearstream Banking société anonyme, Luxembourg. 

“CMVM” means the Comissão do Mercado de Valores Mobiliários, the Portuguese Securities  

Market Commission. 

“Co-Arranger” means Caixa – Banco de Investimento, S.A. and, together with the Arranger, the 

“Arrangers”. 

“Common Representative” means Deutsche Trustee Company Limited, in its capacity as representative of 

the holders of the Covered Bonds pursuant to Article 14 of the Covered Bonds Law in accordance with the 

Terms and Conditions and the terms of the Common Representative Appointment Agreement, having its 

registered office at Winchester House, 1 Great Winchester Street, London EC2N 2DB, United Kingdom. 

“Common Representative Appointment Agreement” means the agreement dated 23 November 2006 

entered into between the Issuer and the Common Representative and which sets out the terms and 

conditions upon and subject to which the Common Representative has agreed to act as Common 

Representative, as amended and restated from time to time. 

“Cover Pool” means the pool of assets maintained by the Issuer and allocated to the issue of Covered 

Bonds under the Programme, held to the benefit of the holders of Covered Bonds and the Other Preferred 

Creditors, and including the Mortgage Credits, the Hedging Contracts and the Other Assets, as specified in 

the Register. 

“Cover Pool Monitor” means Deloitte & Associados – SROC, S.A., member of the Portuguese Institute of 

Statutory Auditors (“Ordem dos Revisores Oficiais de Contas”), registered with the CMVM with 

registration number 231, with registered office at Edifício Atrium Saldanha, Praça Duque de Saldanha, 1 – 

6
th
, 1050-094, Lisboa. 

“Cover Pool Monitor Agreement” means the agreement dated 23 November 2006 entered into between 

the Issuer and the Cover Pool Monitor, as amended and restated from time to time. 
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“Covered Bond” means any mortgage covered bond issued by the Issuer pursuant to the Covered Bonds 

Law in the form specified in the applicable Final Terms and “Covered Bonds” shall be construed 

accordingly. 

“Covered Bonds Law” means the Portuguese legal framework applicable to the issuance of covered bonds, 

enacted by Decree-law 59/2006, of 20 March 2006. 

“CRA Regulation” means Regulation (EC) no. 1060/2009, of the European Parliament and of the Council, 

of 16 September 2009, as amended by Regulation (EU) No. 513/2011 of the European Parliament and the 

Council and by Regulation (EU) 462/2013 of the European Parliament and the Council. 

“Credit Institutions General Regime” means Decree-law 298/92 of 31 December, as amended. 

“CSD” means a central securities depositary. 

“Day Count Fraction” means, in respect of the calculation of an amount of interest for any Interest Period: 

(i) if “Actual/365” or “Actual/Actual” is specified in the applicable Final Terms, the actual number of 

days in the Interest Period divided by 365 (or, if any portion of that Interest Period falls in a leap 

year, the sum of (A) the actual number of days in that portion of the Interest Period falling in a leap 

year divided by 366 and (B) the actual number of days in that portion of the Interest Period falling in 

a non-leap year divided by 365); 

(ii) if “Actual/365 (Fixed)” is specified in the applicable Final Terms, the actual number of days in the 

Interest Period divided by 365; 

(iii) if “Actual/365 (Sterling)” is specified in the applicable Final Terms, the actual number of days in 

the Interest Period divided by 365 or, in the case of an Interest Payment Date falling in a leap year, 

366; 

(iv) if “Actual/360” is specified in the applicable Final Terms, the actual number of days in the Interest 

Period divided by 360; 

(v) if “30/360”, “360/360” or “Bond Basis” is specified in the applicable Final Terms, the number of 

days in the Interest Period divided by 360 (the number of days to be calculated on the basis of a year 

of 360 days with 12 30-day months (unless (a) the last day of the Interest Period is the 31st day of a 

month but the first day of the Interest Period is a day other than the 30th or 31st day of a month, in 

which case the month that includes that last day shall not be considered to be shortened to a 30-day 

month, or (b) the last day of the Interest Period is the last day of the month of February, in which 

case the month of February shall not be considered to be lengthened to a 30-day month)); and 

(vi) if “30E/360” or “Eurobond Basis” is specified in the applicable Final Terms, the number of days in 

the Interest Period divided by 360 (the number of days to be calculated on the basis of a year of 360 

days with 12 30-day months, without regard to the date of the first day or last day of the Interest 

Period unless, in the case of the final Interest Period, the Maturity Date is the last day of the month 
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of February, in which case the month of February shall not be considered to be lengthened to a 30-

day month). 

“DBRS” means DBRS Ratings Limited, or any other affiliate or successor as specified in the relevant Final 

Terms. 

“Dealers” means Banco Bilbao Vizcaya Argentaria, S.A., Barclays Bank PLC, Bayerische Landesbank, 

BNP Paribas, Caixa–Banco de Investimento, S.A., Crédit Agricole Corporate and Investment Bank, Credit 

Suisse Securities (Europe) Limited, Citigroup Global Markets Limited, Commerzbank Aktiengesellschaft, 

Daiwa Capital Markets Europe Limited, Deutsche Bank Aktiengesellschaft, DZ BANK AG Deutsche 

Zentral-Genossenschaftsbank, Frankfurt am Main, HSBC France, Natixis, J.P. Morgan Securities plc, 

Merrill Lynch International, Morgan Stanley & Co. International plc, Nomura International plc, Société 

Générale, The Royal Bank of Scotland plc, UBS Limited and UniCredit Bank AG, and any other Dealer(s) 

appointed from time to time by the Issuer in accordance with the Programme Agreement. 

“Determination Period” means each period from (and including) a Determination Date to (but excluding) 

the next Determination Date (including, where either the Interest Commencement Date or the final Interest 

Payment Date is not a Determination Date, the period commencing on the first Determination Date prior to, 

and ending on the first Determination Date falling after, such date). 

“EBA” means the European Banking Authority. 

“ECB” means the European Central Bank. 

“EEA” means the European Economic Area. 

“EU” means the European Union. 

“Euro”, “€” or “euro” means the lawful currency of Member States of the European Union that adopt the 

single currency introduced at the start of the third stage of European economic and monetary union, and as 

defined in Article 2 of Council Regulation (EC) No. 974/98 of 3 May 1998 on the introduction of the euro, 

as amended. 

“Euroclear” means Euroclear Bank S.A./N.V.. 

“Euronext” means Euronext Lisbon – Sociedade Gestora de Mercados Regulamentados, S.A.. 

“Euronext Lisbon” means Euronext Lisbon, a regulated market managed by Euronext. 

“Eurosystem” means the central banking system for the Euro. 

“Final Terms” means, in relation to each Tranche, the applicable final terms attached to, or endorsed on, 

such Covered Bonds. 

“Fitch” means Fitch Ratings Limited, or any other affiliate or successor as specified in the relevant Final 

Terms. 
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“Fixed Interest Period” means the period from (and including) an Interest Payment Date (or the Interest 

Commencement Date) to (but excluding) the next (or first) Interest Payment Date. 

“GBP”, “£”or “pounds sterling” means pounds sterling, the lawful currency of the United Kingdom. 

“Group” means the Issuer and its subsidiaries. 

“Hedge Counterparties” means the party or parties that, from time to time, may enter into Hedging 

Contracts with the Issuer in accordance with the Covered Bonds Law. 

“Hedging Contracts” means the hedging contracts entered into by the Issuer in accordance with the 

Covered Bonds Law for the purpose of hedging interest rate, exchange or liquidity risks in relation to the 

Cover Pool. 

“Insolvency Event” means the winding-up and dissolution of the Issuer under any applicable laws and 

regulations (including under Decree-law 199/2006 of 25 October 2006, Decree-law 298/92 of 

 31 December 1992 and/or (if applicable) under the Code for the Insolvency and Recovery of Companies 

introduced by Decree-law 53/2004 of 18 March 2004). Investors should see the Insolvency of the Issuer 

section. 

“Instruction 13/2006” means the regulatory instruction (“Instrução”) no. 13/2006 issued by the Bank of 

Portugal relating to certain information duties applicable in relation to the issue of mortgage covered bonds 

in accordance with the Covered Bonds Law. 

“Interbolsa” means Interbolsa – Sociedade Gestora de Sistemas de Liquidação e de Sistemas Centralizados 

de Valores Mobiliários, S.A. as operator of the Central de Valores Mobiliários. 

“Interbolsa Participant” means any authorised financial intermediary entitled to hold control accounts 

with Interbolsa on behalf of its customers and includes any depository banks appointed by Euroclear and 

Clearstream, Luxembourg for the purpose of holding accounts on behalf of Euroclear and Clearstream, 

Luxembourg. 

“Interest Amount” means, as applicable, the amount of interest payable on the Floating Rate Covered 

Bonds in respect of each Specified Denomination, calculated by the Calculation Agent pursuant to 

Condition 4 (Interest). 

“ISDA” means the International Swaps and Derivatives Association Inc. 

“Issue Date” means the date so specified in the applicable Final Terms being, in respect of any Covered 

Bond, the date of issue and purchase of such Covered Bond pursuant to and in accordance with the 

Programme Agreement or any other agreement between the Issuer and the relevant Dealer(s). 

“Issuer” means Caixa Geral de Depósitos, S.A.. 

“Loan–to-Value” means, in respect of a Mortgage Credit, the ratio of the aggregate value of such Mortgage 

Credit to the Property Value of the Property securing such Mortgage Credit. 
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“Maturity” means the final legal maturity of any outstanding Covered Bonds, Mortgage Credits, Hedging 

Contracts or Other Assets, as applicable. 

“Moody's” means Moody's Investors Service Ltd., or any other affiliate or successor as specified in the 

relevant Final Terms. 

“Mortgage” means, in respect of any Mortgage Credit, the charge by way of voluntary mortgage over the 

relevant Property the benefit of which is vested in the Issuer as security for the repayment of that Mortgage 

Credit. 

“Mortgage Credit” means the pecuniary credit receivables secured by a Mortgage and/or any Additional 

Security which is comprised in the Cover Pool and which complies with the following eligibility criteria 

established in the Covered Bonds Law: 

(a) it is a pecuniary receivable not yet matured, which is neither subject to conditions nor encumbered, 

judicially seized or apprehended and which is secured by first ranking mortgages over residential or 

commercial real estate located in an EU member state; 

(b) notwithstanding (a) above, it is a pecuniary receivable secured by a junior mortgage but where all 

Mortgage Credits ranking senior thereto are held by the Issuer and also allocated to the Cover Pool; 

(c) it is a receivable secured by (i) a personal guarantee granted by a credit institution, or (ii) an 

appropriate insurance policy, in any case together with a mortgage counter guarantee evidencing (a) 

or (b) above. 

“Non-Performing Mortgage Credits” means, with respect to a Mortgage Credit, that such Mortgage 

Credit: 

(a) is in the course of being foreclosed or otherwise enforced; or 

(b) has one or more payments of principal or interest payable on the related credit in arrears and those 

payments are referable to a period of 90 days or more. 

“Other Assets” means all assets other than Mortgage Credits and Hedging Contracts which comply with the 

eligibility criteria established in the Covered Bonds Law and which are included in the Cover Pool as 

specified in the Register, including: 

(a) deposits with the Bank of Portugal in cash, or securities eligible for credit transactions in the 

Eurosystem; 

(b) current or term account deposits with credit institutions (which are not in a control or group 

relationship with the Issuer) having a rating at least equal to "A−" or equivalent, unless a higher 

rating has been agreed with any Rating Agency, in which case such higher rating shall be met; and 

(c) other assets complying simultaneously with the requisites of low risk and high liquidity as defined 

by the Bank of Portugal. 
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The Issuer undertakes that on any Business Day the Other Assets include assets specified under (a) above 

corresponding to “AAA” or equivalent rated sovereign bonds from a EU Member State, the United States, 

Japan and/or Canada in an amount (as calculated by the Issuer on such Business Day) at least equal to the 

interest payments due by the Issuer under the outstanding Covered Bonds during the next 90 days. 

For the avoidance of doubt, the Other Assets do not include any cash collateral that may be transferred 

under the Hedging Contracts.  

“Other Preferred Creditors” means the Common Representative (or any successor thereof) and Hedge 

Counterparties. 

“Overcollateralisation Percentage” means 105.26 per cent. or such other percentage as may be selected by 

the Issuer from time to time and notified to the Cover Pool Monitor, provided that: (i) the 

Overcollateralisation Percentage shall not, for so long as there are Covered Bonds outstanding, be reduced 

by the Issuer below 105.26 per cent.; and (ii) without prejudice to (i) above, the Issuer shall not at any time 

reduce Overcollateralisation Percentage which applies for the purposes of Condition 15 if this could result 

in any credit rating then assigned to the Covered Bonds by any Rating Agency being reduced, removed, 

suspended or placed on credit watch. 

“Paying Agents” means the paying agents named in the Agency and Payments Procedures together with 

any successor or additional paying agents appointed from time to time in connection with the Covered 

Bonds under the Agency and Payments Procedures. 

“Portuguese Companies Code” means the commercial companies code approved by Decree-law 262/86 

dated 2 September 1986, as amended from time to time. 

“Portuguese Securities Code” means Decree-Law 486/99, of 13 November 1999 (as amended from time to 

time). 

“Principal Amount Outstanding” means in respect of a Covered Bond the principal amount of that 

Covered Bond on the relevant Issue Date thereof less principal amounts received by the relevant holder of 

Covered Bonds in respect thereof. 

“Programme” means the €15,000,000,000 covered bonds programme established for the issuance of 

Covered Bonds by the Issuer as described in this Base Prospectus. 

“Programme Agreement” means the agreement entered into between the Issuer and the Dealers on 23 

November 2006 (as amended). 

“Programme Documents” means the Base Prospectus, the Programme Agreement, the Agency and 

Payments Procedures, the Common Representative Appointment Agreement, the Cover Pool Monitor 

Agreement and any other agreement or document entered into from time to time by the Issuer pursuant 

thereto and in relation to the Programme. 

“Programme Resolution” means any Resolution directing the Common Representative to accelerate the 
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Covered Bonds pursuant to Condition 9 (Events of Default and Enforcement) or directing the Common 

Representative to take any enforcement action and which shall only be capable of being passed at a single 

meeting of the holders of Covered Bonds of all Series then outstanding. 

“Property” means, in relation to any Mortgage Credit, the property upon which the repayment of such 

Mortgage Credit is secured by the corresponding Mortgage and “Properties” means all of them. 

“Property Valuation” means, in relation to any Property: 

(a) the amount determined as the commercial value or the market value (as applicable) of such Property 

in accordance with the most recent independent valuation of such Property, at the time or after the 

relevant Mortgage Credit was originated, in accordance with Regulatory Notice 5/2006; and 

(b) the amount determined by resorting to the use of adequate and recognised indexes or statistical 

methods, whenever an independent valuation of the Property is not required pursuant to the Covered 

Bonds Law and Regulatory Notice 5/2006. 

“Property Value” means, in relation to a Property securing a Mortgage Credit, the Property Valuation of 

such Property, as specified under “Property Valuation”, paragraph a). 

“Prospectus Directive” means Directive 2003/71/EC (and amendments thereto, including Directive 

2010/73/EU, to the extent implemented in the relevant Member State), and includes any relevant 

implementing measure in the relevant Member State. 

“Prospectus Regulation” means Commission Regulation (EC) No. 809/2004, as amended. 

“Rating” means the then current rating of rated Covered Bonds given by the relevant Rating Agency and 

“Ratings” means all of such Ratings. 

“Rating Agencies” means Moody's, Fitch and DBRS, which are registered with the European Securities 

and Markets Authority under the CRA Regulation. 

“Register” means the register of the Cover Pool and associated collateral maintained by the Issuer in 

accordance with the Covered Bonds Law and the Bank of Portugal Regulatory Notices. 

“Registered Covered Bond” means any covered bond in registered (nominativa) from. 

“Regulatory Notice 5/2006” means the regulatory notice (“Aviso”) no. 5/2006 issued by the Bank of 

Portugal and published on 11 October 2006, relating to the valuation of real estate assets serving as security 

for mortgage credits comprised in cover pools allocated to the issue of mortgage covered bonds in 

accordance with the Covered Bonds Law. 

“Regulatory Notice 6/2006” means the regulatory notice (“Aviso”) no. 6/2006 issued by the Bank of 

Portugal and published on 11 October 2006, relating to the prudential limits applicable in relation to the 

issue of mortgage covered bonds in accordance with the Covered Bonds Law. 
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“Regulatory Notice 7/2006” means the regulatory notice (“Aviso”) no. 7/2006 issued by the Bank of 

Portugal and published on 11 October 2006, relating to the weighting coefficient applicable to the 

ownership of covered bonds issued in accordance with the Covered Bonds Law. 

“Regulatory Notice 8/2006” means the regulatory notice (“Aviso”) no. 8/2006 issued by the Bank of 

Portugal and published on 11 October 2006, relating to the insolvency, winding-up or dissolution of a credit 

institution which has issued covered bonds issued in accordance with the Covered Bonds Law. 

“Regulation S” means Regulation S under the Securities Act. 

“Relevant Date” means the date on which a payment first becomes due, except that, if the full amount of 

the moneys payable has not been duly received by the Agent or the Registrar, as the case may be, on or 

prior to such due date, it means the date on which, the full amount of such moneys having been so received, 

notice to that effect is duly given to the holders of Covered Bonds in accordance with Condition 11 

(Notices). 

“Reserved Matter” means any proposal: (i) to change any date fixed for payment of principal or interest in 

respect of the Covered Bonds of all or of a given Series, (ii) to reduce the amount of principal or interest 

due on any date in respect of the Covered Bonds of all or of a given Series or to alter the method of 

calculating the amount of any payment in respect of the Covered Bonds of all or of a given Series on 

redemption or maturity; (iii) to effect the exchange, conversion or substitution of the Covered Bonds of all 

or of a given Series, or the conversion of such Covered Bonds into, shares, bonds or other obligations or 

securities of the Issuer or any other person or body corporate formed or to be formed; (iv) to change the 

currency in which amounts due in respect of the Covered Bonds of all or of a given Series are payable; (v) 

to alter the priority of payment of interest or principal in respect of the Covered Bonds of all or of a given 

Series; or (vi) to amend this definition. 

“Resolution” means a resolution adopted at a duly convened meeting of holders of Covered Bonds and 

approved in accordance with the applicable provisions. 

“Securities Act” means the United States Securities Act of 1933, as amended. 

“Series” means a Tranche of Covered Bonds together with any further Tranche or Tranches of Covered 

Bonds which are (i) expressed to be consolidated and form a single series and (ii) identical in all respects 

(including as to listing) except for their respective Issue Dates, Interest Commencement Dates, interest rates 

and/or Issue Prices. 

“Stabilising Manager” means the Dealer or Dealers (if any) named as the stabilising manager(s) for a 

particular Tranche of Covered Bonds. 

“Substitute Credit Institution” means the credit institution appointed in case of an Insolvency Event to 

manage the Cover Pool allocated to the outstanding Covered Bonds and to ensure the payments of the 

amounts due to the holders of such Covered Bonds. 

“Stock Exchange” means Euronext Lisbon or any other stock exchange where Covered Bonds may be 
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listed as per the relevant Final Terms and references in this Agreement to the relevant Stock Exchange 

shall, in relation to any Covered Bonds, be references to the stock exchange or stock exchanges on which 

such Covered Bonds are from time to time, or are intended to be, listed. 

“sub-unit” means, with respect to any currency other than euro, the lowest amount of such currency that is 

available as legal tender in the country of such currency and, with respect to euro, one cent. 

“TARGET Day” means any day on which the TARGET System is open. 

“TARGET System” means the Trans-European Automated Real-time Gross Settlement Express Transfer 

Payment System which utilises a single shared platform and which was launched on 19 November 2007 

(TARGET 2). 

“Tax” shall be construed so as to include any present or future tax, levy, impost, duty, charge, fee, 

deduction or withholding of any nature whatsoever (including any penalty or interest payable in connection 

with any failure to pay or any delay in paying any of the same) imposed or levied by or on behalf of any 

Tax Authority and “Taxes”, “taxation”, “taxable and comparable expressions shall be construed 

accordingly. 

“Tax Authority” means any government, state, municipal, local, federal or other fiscal, revenue, customs 

or excise authority, body or official anywhere in the world exercising a fiscal, revenue, customs or excise 

function including the Irish Revenue Commissioners and H.M. Revenue and Customs. 

“Tax Deduction” means any deduction or withholding on account of Tax. 

“Terms and Conditions” means in relation to the Covered Bonds, the terms and conditions applicable to 

the Covered Bonds and any reference to a particular numbered Condition shall be construed in relation to 

the Covered Bonds accordingly. 

“Tranche” means Covered Bonds which are identical in all respects (including as to listing). 

“Treaty” means the treaty establishing the European Communities, as amended by the Treaty on European 

Union. 

“U.S.$”, “USD” or “U.S. dollars” means United States dollars, the lawful currency of the Unites States of 

America. 

“UCITS Directive” means Council Directive No. 2009/65/EC of the European Parliament and the 

Council of 13 July 2009, relating to undertakings for collective investment in transferable securities, as 

amended. 

“Value” means: 

(a) in relation to a Mortgage Credit, (i) for the purpose of the Overcollateralisation Percentage, an 

amount equal to the book value of such Mortgage Credit entered on the Register, together with any 

matured and accrued interest; and (ii) for the purpose of Loan-to-Value calculation, an amount equal 
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to the book value of such Mortgage Credit entered on the Register; 

(b) in relation to any Other Assets: 

(i) the aggregate amount of any deposits together with any matured and accrued interest, as entered 

on the Register; 

(ii) the value resulting from the rules regarding valuation of margins defined by the Eurosystem for 

securities eligible for Eurosystem credit transactions or, if lower, the nominal value of such 

securities, including matured and accrued interests. 
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